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BUDGET MESSAGE OF THE PRESIDENT 

To th• Congrtll of tht Unital Sl<luo: 
I am eubmitting herewith tho Budget of tho United St..tes lor the 

fiecnJ year ending June 30, 1943. It iB tho budget of I> notion 8~ W&r 

in a wol'ld at war. 
In pruetical terms the Budget mccta the choUcuge or tba Axis 

JlOWcre. We must provide the funds to mon and equip our f~ghting 
forces. \Vo must. provide tho lunda for the organita.tion of our 
t't'80Utces. We must. provide thf'l fund8 to continue our ro1r a.~ the 
A""'nal or Democracy. 

l'owerlul cnemies must ~ outfought and outproduced. ViclOr)' 
depcnds on the courage, elrill, and devotion or the mcn in the Amer­
ican, British, Russian, Chinese~ and Dutc.b forces, and of the other& 
who join bands ..-ith us in the fight lor freedom. Bul viclOry abo 
depends upon .. ftorts behind tht lim..-in tht minl'ft, in t.he shops. on 

the· farms. 
\Ve cannot. outfight our enemi.._ .. unleu, al. the same time, we 

outproduce our enemies. h is not enough to turn out just e. few 
more planes, a lew more. tanks, a few more guns, a few more ships, 
thnn can be turned ou~ by our enemies. We must outproduce them 
o'crwhclmi•~gly, so that thorn en" be no question or our &bility to 
provide a crushing superiority or equipment in any theater of t.b.e 

world war. 
And we sballsuccccd. A systom o£ !roo MlcrprillC is more effective 

lhon an "order" or concentration camp!!- Tho •truggle tor liberty 
6J11t made us a Nation. The vitality, strength, &1\d adoptabilit.y 
or a social order built on freedom and individual respOnsibility will 

again triumph. 
TH~ w .•• PKOORA» 

Our present war program was prtecded by a defense effort. which 
began as we emerged from the long dep.--ion. During the past 18 
monlloa we laid the foundation for a huge armameot program. Attha 
aame time industry provided ample cocaumers' gooda lor a rapidly 
growing number ol worken. Hundrcdt o£ thoueands of new homes 
were constructed; the production or eocaumera' durable goods broke 
.U records. The industrial plant and equipmont ollhe country were 

overhauled ..nd expanded 
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11ltl BUt><a.T, 11143 

Adjualm~nt tAl a war pro(!l'&DI ean now be made with greater apood 
and I""' ht.rd&hip. The eountry is better at.ocl<ed with durub!o goods. 
Our ractori .. aro bcllor equipped to carry tho now production lond. 
'rho largf.r national income faeilitales futanc.ing tho war effort. 

T horo arc still unused rcsouroco lor agricultural ond industrial 
production. T hese must be drawn iniAl tho notionol effort.. Sbort­
agre, however, have developed in skilled labor, raw materaals, ma.­
chincs anU 11bipping. Under the expanding war program, more a.nd . . . 
more produatl"e capacity must be shifted hom peacetune to wartune 
work. 

l.uly .. r fiaeal policy was used to obilt tho economy iniAl high gear. 
Today il- is an instrument for trt.nsfonning our peace economy into 
a war t<Onomy. This uanslormation mun be eomploted •ith 
minimum lrietion t.nd muimum ap<ed. Tho 6aeal mouures which 
J outline in this message are t.aentiaJ cl.ementa in the Nation's wa.r 
program. 

W.o\R AJ>P801'R1ATIOSI 

This is a war budget. Tho detail~ of a w•r program a:rc, of couN~e" 
in const&nt. nux. Its magnitude aud oornpos.ition depend on events 
nt. tho batt.lC'Ifronta of thl' world, on nnvnl enga.gc.menta &t a.cn, ~md 
on nmv dcv'-'loptncnts in mcchani7.~l warlnre. Mort'O\Ter, wa.r plans 
1~re mUito.ry 8ccrets.. 

t rudC'Ir tht'le circuuttttAneC'S 1 cnnnot h~rC~nCtt'r pt'('&ent. dctal1s or 
Cutut·c wua· t\ppropriations. l:IOWt!\'~r, total tLI>PI'Opriations and e.."C:­
p4'tulituf't'l8 will be published so U1111 lhr smblie mfty know I he fiscal 
fl.ituation anrl the prog~ or the N"tion'a l'fTort. 

111a tlf'frn.se progrt;m. intluding appropriations, conlnct. authoriza­
tions, ~mmendatious, and comntilmrnts of Oo,·emmtnt corpora­
lion• . ..... 2!1 billion dollara on J anut.ry 3, 194 t. During the lt.Ot. 12 
montl .. 46 billion dollara b•~· 1>«-n added to tho program. or this 
total or 75 billion dollars there mnoins 24 billion dollars lor future 
obligation. 

1n thil Budget I mak• au iuitial requ"'t lor a "ar appropriation of 
13.6 billi~n dolla .. lor the fiscal y•ar 1943. Larg6 supplemental ..,. 
q.uetu "·•11. be made as we move toward the mu'i.mum use of produe-­
"''0 cap&eii·Y· Nothing short or a ruaximwn will suffice.. 1 cannot. 
pn.•lict ullimate ooola breause 1 cannot. predict. tho changing lorlunes 
ol wnr. 1 can only say that wo are detennincd tAl pay wbntovcr price 
we must. to preserve our way of life. 

I 
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ME88AOE TRANII)IITTINO TRt! BUOOET 

WU 'SX'PaJrDIT'O"all 

ToW war expendiluroa ..,. .now runni.ag at a rat.e of 2 billion 

doUan. a mon\h aod may aurpau 5 billion doUara a month during th.e 

6oc:al yoo.r 1943. As O«*iJlli probable budiet&ty war expeodi\uroo of 

u billioa dotws lor U>e eurt'Oilt 6oc:al 1-. our preoent objective 
calli lor war expeoditurca of nearly 53 billion do!Ws lor the r ... aJ 

year 11143. And in addit.ion, net ouUayo of Oov<mJllellt corpora. 

Lion• for war purposoa aro oatiroat.ed at •bout 2 and 3 billion dollar& 

lor lb.o current and tJ1o next fiscal year, , .. ,,.,.IJ,·cly. 

Thoae hugo expenditure& lor &hips, planta, and o\hcr war equipmont 

,.iJJ require prompt convcnioli of a Jario portion of our indutl.rial 

"'l&btialunent to war production. n.- "'linllt<'S relleet our det.er­

minalioA to d.e•-oto a t leaat on.,.ball of our national production to tho 

war effort.. 
Tho ogcncies reaponsiblo lor U.c odminiotration of tJ>io vaot program 

must mako oort.ain t.l••t avery dollru- is spoodily con,•crtcd into n mui­
mum of wnr effort. \Vo aM determined to bold waste to a minimum. 

Tu-E Cn•u.. Fus CTIOSS or OovER!\'"li..E.''T 

In a t.rue oeose, thete are no longer nond•ltlllW' expeoditurH. His 
a pare. of OUT war c.fl'ort. to maintain civHifto aerviees whieh are MIM­

tlnl to tho bMie needs of human life. In the some w•y it is oeccooary 

in wa'J1lme to conserve our natural reeources and keep in repair our 
notional plant. Wo cannot afford waste or d01tructioo, lor we muot 

oonllnuo to think of tho good of lutura generatiooo of Am•ric&no. For 

example, we must maintain fire protection in our forests; and wo must 
maintain control ovor dHtruct.ivo ftoodo. In the preparation of the 

p . .....,nt Budget, cxpenditu"'" not diracUy related to the war have 

been reduced to a minimu,m or reoriented to the war program. 
Wo all know that tho war will bring hardohipo and require adjusl­

ment. Allist.ing thoee wi>o tuffer in the pi'O<(lM of I>$Jllformation 

and taXing u.- who benefit from U.e """' a.... integral part& of our 

national program. 
n It .. timat.ed Ula\ cxpondlturea for tho major F odual -ltlloce 

programs-fann aid, work rcli.t, youth aid-can be reduced by 600 

million dollMS !tom tho previous: to tho ourrent 6ecal yeru-, and again 

by 860 million dollArs !torn tho cur....nt to tho n .. t fiscal yenr. Tb010 

proerama will require 1.4 billion dollMB during tho 6scalyoar 11143, 
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THE 8UllOIIT. lt4l 

about on e-hall of the expendjtureo lor th()OO pu,- during the 6..al 
ycor 1041. 

Improved economic oondjtiono .during tl•? current year ~avo mede 
poMible 1ho oxccution of ocononuo and eooaol progr11ma waUa amaller 
funds thnn wero originolly cotlmotcd. By using met hods of adminia­
lrnth•e buclget control, 415 million dollor1 of nppa'Oprintiono lor civil 
J)Urpoi('S h"vo been placed in rtoserves. • . 

Excluding debt charges and grants under the Socual Scounty law, 
totalupenditurcalor other than direct war purpoo .. hnve been reduced 
by olightly more than I billion dollsr1 in the next fiscal year . 

A(ffi<vltuml aid.-1 propose to include oonlract aulhorizatiorus in 
lho Budget to usure tbe fanner a parity ~tum on his 1042 crop, 
lorgtly payable in the fiscal y ear 1044. I do net ouggcot • definite 
appropriation at thio limo btcall!e dcvelopmento of farm income and 
!ann pri....,. are too uocerlain. Agricultural incom .. and pri- b .. e 
in..,...,..l aod .... hope to limit the price riao of the produeto actually 
hou~ht by tlarlonner. Bul if pri«' dcveloprnento obould a urn agailt8t 
•he ("niH'f, flO npproprial~On will hf' needed to tftny OUt. the parity 
objocth·o ollbe Agricultural Adjuotmwt Act . 

'rho rt'maining expe.nditw·cs Cor tbc ogricullural program are being 
hronght. into uocord wltb tlu· wor effort.. Food l11 an c68Cntial war 
materiAl. I propose to continue tho. 80il conse1·vnt.ion and u.se. pro­
t(rtun on ft moderatl'ly reduced scnJc. Aertngo contz·oJ by coopet"tLtivc 
''!Torl.loC htrmea: ond OovenmlcnL was innugunlted in a p£'riod o ( over­
pi'041uction in abnost aU lines of furruillM· 1'h('n ill major objecth·e 
WU the curtailment of production to hnlt a Cl\tnstrophic d ecline in 
f~trm pricws. Al prtSent, altl1ough there is 11LiJI t'.lC('A production in 
.ome typt'S or farming, serious ehortagct prevail in othe-r types. The 
prtlt'nt. prognun is dt'Signtd to ladlitat.t a bulanced increase in pnr 
flll<'tion and to aid in ron trolling prit?.J. 

Wori- ,ojtd.1.-TI1e &\'tR¥<' nwnbtr of W. V. A. • ·orker1 was two 
williou in tbe tisc:al year 19-10. lb. year before Lhe d<fllllll6 program 
started: tJae avenge has btoeu (Ul to one. million this year. With 
in<,....ing •mployment a further ronoidtrablt ~uelion will be pos­
aib1e. l beJ.ie,·e it \\;n be DfCeSM~· to make 10me provilioo for work 
n>litl du~ing lltc next year. I t>stimat~ tentatively tbat 465 million 
doUa~wall be necdod lor W. P. A., but l l hall tubrnit a opceific requcs• 
lat<r Ill Lhe year. Worke"' of certaiu tyPt'8 ond in certain regions of 
tJao oouut<y probably will not all 00 absorbed by wor luduslrios. r. i• 
better to provido useful work lor the unemployod on public projects 
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t.ban to loae their productive power through idlonou. Wherever 

feuiblo t.bey will ho employed on war projoot.a. 
Matuial shortagee are ereallng t.bo problom of "priori~y unemploy­

mon~." I hope t.bo worken affooW will ho reemployed by expa~~ding 

war induom"" hoforo t.boir unemployman~ eompon .. lion .. ...,.. 

Some of \he worken affee~d will no~, however, be eligible for ouch 

eompenMtion and may ho in need ol Ulial&l\~ 
Rat.ber t.ban rely on relief a del6minod effor~ abould ho made to 

speed up recmploymonl in delon"" planla. I hove, therefore, in­

s~cwd t.ho Offioo ol Production ManogomMt to join t.bo procure­

men~ ogoncies in an effor~ to place eontr•cts with thooe industries 

foroed to cut their peacetime production. The ingenuity of American 

monagcmenl hJI& already adaplod some indusmee to war producuon. 

Stnndardization and substitution arc doing their part. in maintaining 

production. Ever-increAsing WIO of subcontracts, pooling of indu•trial 

rcaoUJ'Cel., and wider distribution of oonlraet.s are of ptramount. &m ... 

portanco for making tho full .. l """ of our reaounl8. The newly 

nationalized Employmen~ Service will gn-atly help unemployed work­

ers in obtaining cmploymon~. 

Ai<U 14!101114.-Under wor conditions thero is n ... d and opportunity 

for youth to servo in mony •·ays. H is therefore poooible to make a 

consideroble reduction in t.bo progromo of the Civili•n Conservation 

Corps and tho NaLionol Youth Administmtion . Tho youth, too, will 

be aided by the Unilod State• Employmon~ Servien in finding cm­

ploymon~ opportunilirs. 
Although I am .. limating 100 million doUara lor th ... ~wo agenci.,., 

6Xoluding 50 million dollaro for defense troining, it. is probable that the 

total omount. will not be ncodod. I am postponing ·until next spring 

preaentation to tho Congr- of opcciJio recommendations os to youth 

aid. 
Publ~ ...,..b pn>gTGm.-The public worka program is being fully 

adjus~d to tho war effort. The general progrom ol 578 million 

dollara includes tbose projeeiAI nocessary for increasing production o f 

hydroeleemc power, for Rood control, and for river and harbor work 

relalod to military needs. Fedonl aid for highways will be expended 

only for conotruclion ll8llellti.al for atrotoglo purpooea. Other highway 

projeoiAI will be dclcrrod until the post-war period. For all otbor 

F ederal cons~clion I am reamcllng expenditurCII to t.boae 110tive 

projeeiAI which canno~ ho diocontinuod withou~ ondongmn, t.be 

s~c~ural work now in progr-. 
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OOOILDINATIOK o• ftiCU, POU.ClCI 

Tho lite&~ policy of the Fodertl Oovcrumcut, oapoclally with 
reapoot to public workll, ia bcing r6inlorood by that of State and IOC41 
govcrumont.. Executive committ.ooa of tbo OounoU of State Govern· 
mont. and the Ooverno1'8' Conleronce havo iBeuod oxcollont ouggoationa 
tor barmonilting various aspect. ol State and loct.l liooal policy with 
nationtl objectives. ThOO& government. aro readjusting many of 
their ..me .. oo u to cxpodito tbJ> war prosram. Many aro making 
flexible plant for the post.. war roadjuotmont and oom.o &1"6 aeeumulat.­
ing 6.oancial ....,... .. lor that plll'poOG. Tho larger tho teale of our 
war tf!ort, tho more important it becom .. to prooido a reoe<TOir of 
poat..war work by busin- and by Fedonl, Stat., and local goven>­
m.,ta, 

FINANCIIIO Tllll w IJl 

. Dtl<mliDation, lkill, aud m&lh'iel &1"6 tbrae ~ ...,..;o. for 
~tory. Mothodt of hDcing may im,.U. or ·~ tb­
_,tiale. Souud li...J pol.iOee aro IIIOM wbidl will bolp win ibe 
w~. A fair diatribulioo of the war burdon is ._,.,. for netiee• l 
untty. A btlanced 6.oancial progrom will olimulata tho prod110-ori~ 
of tho Nation and ueuro maximwn output of war equipment. 
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WiU. lot&i,... upeodi..._, iDoi...W. D .. Oll~ of 0..-L 

corporationa, eotimal«< '' 2& billion dollan for t.ile _, lloo.! 
ytlliZ and almotL ti6 billlon doll"" for the &oalyeu 1048, war flo&noe 

it • taelt or tzemODdouo mognit.udo reqllirinc • COII08rLed procram or 
~lion. 

Total neeipta from exioling tax locialalion will t.riplo llDdor t.ile 
dofOM8 &nd war proa:rama. They ore expeclod lo iM~ from e 
billion dollan in tho &cal :r- 1940 lo 18 billion doUora in tho &cal 
you 1943. Thia increaee is due portly lo tho expansion of ooon.omio 
actlvitiN &nd portly 1o tax locialatioa ~lod during the luL 2yoora. 

J.. we approach fuJI UIO of our ~:further incrMMe in fOVOD.llO 

non y- musL come prodominani!J' !Jom new tax m.........., rather 

than from "sreaw Lempo of ooo.nomi<> acl.ivi'J. Tt.xN OD inoomN, 
eot&lol, and corporaL& p.rofita are ohowing tho gror.loiL inoroaee. 
Yiolda from employmonL Lr.xee ore incror.aing half u fuL; and tho 

yiolda from oxoiso t&xoa oro ineroaeing more slowly; ellllloma r.ro 

falling off. On the wbole, our tax ayat&m bu booome more progreo­
Bive Biuoe the del....., olrorL ot&rL&d. 

o...,.,.. .... ., -;.. _,... t/ flednol ..m,.. _,.,.. '""' J«ol - 1#40 __ ,... 
.,._ ______ ...... --~·····--·--·-·-···· .. "' 
~--------------------· - .. 
d '""""-------···-----·-········ - m 

s:.-. ...... --···-····-············---·-·-··- .. ... ................ . ................. ----···-
0.0.. dQUIIL,,., ,.,,_,noorooooooooooo••o••·• •••••••••o•o 

.. ,,. 
•• IU 

"""-··························-············ ... ... 
............. ., ... ,.....,~, ........ 

D&nCJ"r& trND.E:R PRU&NT LAWS 

.. 
"' •• •• .. .. ... 

... .. -Ill .. 
• ... 

The eetimaL& of doficiLI musL be untal.ivo and oubjod to law roYi­

•ion. The probable DO~ oullay or the BudgoL and GovornmonL corpo­
rations, excluding rovanuco frcm any new Lr.xes, will be 20.9 billion 
doU.... for tho curron~ 6act.l year, and 46.4 billion dollara lor Lbo 
&cal ytiU 1943. Borrowing frcm trill~ lunda will roduoe the r.mounla 
wbicb mueL be railed by taxation aJJd borrowing from tho public> by 

• 
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abou~ 2 billion dollaro in lhe filcaly.u 1942 and 2.8 billion dollaB 
in ll•• f*Al year 1943. 

fiMJ&AI'&f of lt'drrol optroliora., PctJJ )'H" lf,4.0-1146 

llamWto.l 

........ ...... URt 

...... UIU ·-· 
4ltlf.t ,, .. ·-· L rnt. .... CICIIOIDrDihTCU. ~ 

., ............ u.poblk(DJQ: 

~~---··-················· .. ....... 

lllL1 

..... . ..... 
M,tst. l ...... ·-· ...... .... ,, .. ...., 
.... , ... l&.lllt UTU ..... --- ..................... 1-::--:-1--:-::::-+~-+-:-:::-: 

hblou.J ·····················-·-· ·········· UIIW MJP*d ~: 
""--·················--· .................. . 7,1100,0 ............ ........ . .......... ...... ........... ·········· ........... 

CUll. I 1&.11&.0 

riiOJ'fMt lafOd.J ~ m-1 f't:llldl • -··········1--...;_...;__1-...;_-+--+---
Totll .......................... ................... . 

A4,....c ror....,_mcu~~ ~clurtq;nu .... . .. l.&?ll ..... ... ..... ... . 
•.un.t .,.~.~ ·-· ...... f--1--~--:-+--:--'l'tcal, tllflllrtar: .................................. . 

. .,._ 
• t...,. ,....,. tt DpiJII ra-oct. t•U. BcadpL 

··-··~---~~~~tao....- ..... 
'~ ...... IIC'IIII'Uil. u . ............ 
•TIIII.._ .. _,. .. .._., .. o.-.._......_ 

In totimating expenditures and ....,.;pte, only a moclente rise in 
priea bu beoo usumed. Since upendiluns II'$ alfoel«! by rising 
pr;. .. mo~ rapidly than are revenu.., a gn!&ter price increue would 
further;,.._ t.be deflciL. 

TH.B ~"l:&D FOR. ADDITIONAL TA.X&I 

In Yiew of the tremcndol18 deficit., I roonphMito my requeot of 
Jut yoar that war expenditure. ~ flnane«< u far u poe~~iblo by 
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lallation. Whoo oo many Americ&ne are conlribuli"' all \heir 
ooqiea and even their livea t.o the Nat.ion't gred teak, I am oon· 
fideo~ tha~ all Ameriuna will be proud t.o oonlribut.o their utmoe~ in 
lallea. Until this job is done, until this war i.t won, wo will no~ t&lk or 
burdena. • 

I believe \bat 7 billion doll&nl in additional t.u01 should bo oolloot.od 
during tho 6ocal year 1~3. Under new legihlotion propoeod laW in 
this Meouge, oooiaJ 86eurity t.ruo~ lund• will inoreue by 2 billion 
dollar~. Thuo new means of financing would provide a t.otal of g 
billion dollara in the fiscal year I ~3. 

Specillo propoea.ls t.o aooomplish this end will be ~~&nami~t.od in the 
near fuwre. In this M......ge I oba.ll limi~ my rcoommendationa 
OQ war fma.ooe t.o the bro&d outline of a program. 

Tu p.......,. wo often follow the line of leu~ reoiata.ooe. The 
p....,~ taak delinit.oly ""'!uins lliWltment or a w.U-bala.oced program 
which l&keo aoooun~ of n>Yenue ""'!uiremeot.o, equiLy, a.od eoooomio 
nece.itia 

There are thoee wbo suggeot that the policy of Prosr-1•• Lu&tion 
ahould be abandoned for the duration of the war booau10 th- \alleo 
do not curtail oonaumera' demand. The emergency does require 
meuur"' of a ""lrictive nature wlrich impoee oacrifi..,. on a.ll of ua. 
Bu~ ouch aaorificeo are themsolveo tho moot oompolling argumonL for 
making progreosive t.&l<os more effective. Tho ant.l-inllatJonary aspect 
of lallation ahould aupplemont, not aupplanL, ita rovonue and equity 
upecta. 

PB00&&88IVII TAUI 

Progreoaive \alleo are the becl<bone or the Fodora.l \all 1111em. In 
nooent yoan much progreso baa boon made in perfoetlng inoome, eotato, 
cifl, a.od profit Lu&t.ion but numerous loophole& at.ill exiat.. Becauae 
oome lallpayera nae them t.o avoid weo, other \allpayen muot pay 
more. The higher the \all rateo the more UJ'ient it booomeo to cloee 
theloopbolee. Exemptions in eotat.o a.od gih Lu&lioo ahould be 
lowered. The privileged treatment giv•n cuta.in typeo of b\llio­
in oorporate inoomo Lu&lion ohould be reexamined. 

n..,..,.. righ~ and just tho~ DO further t.u-exempl honda ahould be 
isouod. We no longer i!sue United Stateo t.ax-exempt honda and i~ is 
my penonaJ belief tha~ the income from Stat.o, municipaJ, and au­
thoriLT honda is t.uable under the incom~>otax amendment to the 
Co111titut.ion. M a matter of equity I raoommond legialation to t.u 
oil f~Luro iaau08 of tlria character. 

liDI 
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•:xC<Oiive profiiB undermine unity Md ohould h<> ..-ptured. The 
foettha~ a oorporation had large profiiB before the defense program 
atort<d io no reason w exempt them now. Unr.-nablo profiiB 
r.ro not. nooeesary to obtAin maximum production and ooonomie:al 
mAn.ngcmt'nt., Under war eonditiont u~o country Cl-&nnot. tolerate 
unduo Jlrofite. . . . , . . . . . 

Our tax Ill WI contain various toohruoe1 moqu1t.1C!81\nd dJ&cnmmatlons. 
Witl1 U..Xt'l at. wartime levels, il. is more u.rgt\.nt than evnr to e:llmina.te 
th ... de!ecto in our tax syst.em. 

Ao.,_TI-INTLATIO!"A.KY TAXU 

I atated 1 .. 1. year in the Budget ~1<SMgc that cxtraorttinary tax 
mt.uur-8 may be needed to ., aid in avoicling inOationary price rises 
which may C<CUr when full ca.,..:ity is approaehcd." The time lor 
auth meooures has oome. A w<ll-balanccd t.u program muat include 
meuureo which eombat iDflation. Such mouureo ahould abaorb aome 
of tl•• additional purchasing power of eonaumtro and aome of the 
additional !undo which aoerue to buoiniW from in_..oo oonsumer 
•pending. 

A number of tax measures bavo been •uggcstcd lor that purpo!e, 
auC'h u income taxes eolleet.ed at. t.ho source, pay~rol1 lt&.xes, and excise 
toxM. I urgo tho Congress w givo nll tbOI(I proposals CIU'tl!ul con· 
~idcrtltion. Any tax is hotter tbo.n an uncontrolled prico ri.so. 

1'axoa of 1\n Mti-inOntionnry eharae~r at. exC088ive rates spell 
hllrdship in ind_ividual eases and may havo undceira.blo economic 
roJ>creu .. ions- These cnn be mitigaled by timely adoption of a variety 
of ntt!ABW'fll, eacll involving a moderate rate or taxation. 

A03 oucb tax should h<> eonoidered an emergency meuure. h 
may help eomba~ inJiation; ito repral in • poot-war period may help 
reowro an inc:roaaed dow of eonsum...,' purcbuing po•er. 

E#U. IGu1.-All through the yean of the depi'8Bion I opposed 
cenenl excise and sale& taxes and I am u eonYinecd u ever that they 
h .. e no permanmt place in tha Federal tax oyat.em. In the face of 
the Pl'flltDt. finaneiaJ and economic aiwalioo, however, we m-.y later 
h<> oompellcd w recouoid.u thet«nporuy n ..... i~y of aucb meuures. 

Select.ive excoo taxes are frequently useful lor curtailing the demand 
Cor conaum~' goods, especially luxurice and aemlluxurios. They 
should bo utolizod when mnnulaciure of t.bo products oompclo8 with 
tho war effort: 
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Polf"ro/llaul oft<l lA. oociol ouvrily ~m.-I oppoo6 the uoe of 
pr.y·roU t&xee as a mcuuro of war financo unlc68 tho worker ill givo.n 
his full money's worth in incrCMed oocial eoouri~y. From tJ1o incop­
t.ion of the oocial oecuri~y program in 1935 i~ baa boen planned 10 in­
creue the number of peroons covored and 10 pro ride prot.ect.ioo ogainaL 
h$aardo DOL inilially included. By expanding the program now, we 

advance the orpnic de .. JopmenL of our oocial oecuriLy syat.em and 
&L Lbo oame t.ime conmbule 1.0 \be anti-inOat.ionary program. 

l rooommc.nd an inc.rtuo in the oove.rago or old·age and aurvivont• 
insurance, addition of pormanenL and temporary dii!Ahility paymonLS 
and hospitalizat.ion paymenLS beyond tho p""""'t benellL programa, 
and liberalization and expansion of unomploymenL comptn~al.ion in a 

uniform national I)'Bif-m. I ouggost thu collection of additional oon­
mbutiona be storied U lOOn as pooaible, 10 be followed I year lt.l<lr 

by tho operation of the new benellL plano. 
Additionol employer and employee conlribut.ions will covor in­

creiUIOd di•buniCrdenLS ovcr n long period of time. lnereaaed oonlri­
but.iona would result in ,.,...rves of several billion dollars for pooJ...war 
contingoocioo. The p.-n~ accumulat.ion of theoe contribul.iODI 
would aboorb .,...,. purdl&ling j>ower. Jnv .. lmen~ of tho additional 

.....,... .. in bonds of the United Suw-s Oonrnm•nt would -iAL in 

financing c.he war. 
Tho existing administrative macbincry lor ooUecting pay-roll taxes 

can function immediately. r,•or lha renson oongroesional oonsidora­

tion might bo given to immediate enactment of this propoaal, while 
other DO<l<08aly meaaurM ON being perfeo!ed. 

I .. timate thai the oocial aecurity true\ !undo would be in-.ed 

through the propooed ltgislal.ion by 2 biltion dollan during the 6ocal 
ye&r 19-43. 

.LJ.:XIIJIJ.lTY lN TH!J •rAX lf8'tS .. 

Our fi3cal situa~ion makCI imperative tho grontes~ poeaiblo Oexi­

bility in our w I)'Btem. The Congress should consider the dcoira­
biliLy of IAIJt legislation whleh makes poooiblo quic:J;. adjustmeot in 
the timing of w rat.eo and coUoctions during an emergeney ptriod. 

BOR.ROwtNO AHD THE W:Jl..''iAC& Or INPU.TION' 

Tho war program requir"" not only sub8ianiinlly i.ncrOMCd liU<cs 
but aJoo greatly increased borrowing. After adjusting for additional 

tax coUoclions and additional accumulation in oociaJ security l.rusl 

• 

' 
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lunda, borrowing from the publio in the CIIJTOil~ aod the next 6.,.) 
you would bo nearly I 9 billio_n dollan ~nd 34 billio~ doll.,.., ""'~*­
li••l.r· Tho adjW<Imtnta are mdicaloed w tho procodmg table. 

Much omallcr deficits during the 6acal year 1041 wero &IIIOOialoed 
with a oonoidonblc incre&86 in pricoo. Part of Uuo inore- was a 
reMvuy (rom daprt'88ion lowa. A modarftto prlc.G rito.J accompanied 
by an adjuatmont of wage rates, probably facilitated tho inareaae in 
production and tho defense eBort. Another port of tho price rise, 
however, was undosirablo and must, be attributed to U1o delaya in 
enacting adequate measu.rtlS of price control. 

With expenditu.rtlS and deficit& mult.ipUod, U.1o threat of inflation 
will appuenUy h. much greater. Th .... it, bowevor, a oignifieaot 
dilroraoce h.lwetn condiliom u they,......, in t.heliacalyear 1041 and 
t.hoeo prevailing under a full war program. Lan year, d.Cense ex· 
penditu.rtlS 10 atimulaloed private capil&l oullaya that in~6ed Wl6 
of priul<l lunda and private credit added to the inllationary pn.ure 
"""'ted by publio epending. 

Under a full war program, however, moat of the inortue in expendi· 
turoa will replaoo private capilel outhya ratl1er than add to them. 
Allocat.iono and priorit.ies, n...,..;tat«t by aborlag .. of material, are 
now in operation: they eurtail private outJaya lor consumers' dut"Able 
goods., private and public construction, (•xpanaion and oven replaco-­
ruanta in nondefense plant and equipment. The&O drastic curt&il· 
ruent.o of nondefense expenditure& add, th•,ofore, to til& private 
fundo available for noninflationary financing of tho Government 
deficit. 

Thio factor will contribute oubotaotially to f>nancing U1e tre­
mandou. war .Wort without diarupt.iv• price riaea and without nee. 
oitatlng a d•parture from our low-iDtertot-rate policy. The remain· 
ing inllationary preooure will h. large but m.,...ble. It will h. 
within our power to control il if •e adopt a comprthtntiTe program 
of additiooal antJ..inllationary measu....._ 

A c-t •ariety or measures it n..,....,.,. iD order to ahif' IA!bor ma­
terialo, and faoilit.ieo from the p!Oduct.ion of civilian artieleo .,; tho 
production of weapons and other war auppli01. Tu .. can aid iD 
opoodinr thooo ahifts by euttlng nonCI!IIeJ>tial civilian spending. Our 
,_Ul'Cel art auoh that even with tho projocloed hugo war cxpondituros 
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we oou mamlaln a ac.odud of ~Ting moNIIw> adequate to IIUJII>OR 
the bt•llb and producti>ity of our poople. But we muat foreco 
many ocmnnioncoa and luxuriM. 
~ 1yalelll of tJJoeat.io-..tioning on· tho butinMt levol-aboald 

be oxtendod and made fully cll'ootivc, .. pooially with mat.ion to 
inventory control . . 

I do not at P"""""t propoac general conaumor Nt.ion cardo. '!'beN 
.,.., not .. yet ecarcitiea in the necoaaiti .. of life which mw ouch a 
atop impeNtivo. Consumero' Ntioning hu been int.roduc<MI, how­
ever, in apeeific commodJl;eo for which -.cit.i"' have developed. 
We oball profit by this experience i! a more geooralayatem of rationing 
ev.,. beoolllfB n........,.. 

I appeal for the TOiunt&ry coope..tion of the conaumor in our 
national eBort. Restraint in conaumption, eopeeiaUy of -.co 
producte, may meko n........,. fewor compuloory m--. Hoard­
ing lhuuld be encouraged in only one 6•1d, that of defeDM aoTings 
bondo. Economies in conaumplion and the purcbuo of defonoo 
aoTingo bondo will facilitate 6nancing war cotta and the ahi!t from a 
peace to a war economy. 

An integrated program, inclucllilg c!iNJct price cont.rola, allexiblo tax 
policy, &llocationa, rat.ioning, and credit cont.rola, logcthor with pro­
duccra' and consumera' cooporation will onablo ua to 6nance the war 
effort without danger of inflation. Tha a a difficuh leak. But it 
muat bo done and it can be done. 

Tmt l!<CUA81! lN THB FE.DEIIAL D&BT 

On tho baais of tentative Budget eotimatot, including new t.a:ree, 
the Fodera! debt will incn""" from 43 billion doUara in Juno i9t0, 
wbon the defaMe program began, to 110 billion doU... 3 yoara later. 
Thia incnaao in Federal indebtedn ... eovers alao the future capil&l d&­
mando of Government corporations. About 2 billion doU... of Ibis 
in..._ will reoult from the redomption of not.. of Oovemmont 
corporation& guaranteed by the Fodera! Oov..-nmct.. 

Th- debt levela n>quire an incnaae in the annuo.l intereat from 
I billion doUara in 19t0 to abova 2.6 billion doUara u the end of 6seal 
;year 19t3. Such an in...- in intoroat roquiromont. will prevent ut 
for aome ~ime alter the war from lowering t.a:rea to the ulen~ othorwiae 
poMiblo. Tho import of t.ha fact will dei)Md greall;y on economic 
oonditiona in tho poat-war period. 
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l'a;rin« 2.4 billion doll&rt ou~ of 1111 utremel.r low notion•! iDcome 
would lmi*O 1111 exc.,..;vo burden on l&lrpa7en whilo tho MID6 p.,.. 
mont ou' of a IQO-billion-<loUar nalloDal iDoome, alter reduotion of 
......,«>, espenditwM, m.,. at.ill permi' auba~Ual Y>: reduol.iooo in 
llle poo~war period. 

If wa oootrael a b .. ..,. dob' ll relatiYtl7 high pr;c.lllld m.-~ 
..;c. clwlee in • period of do&W price~, .... ahaiJ be fon>od lo 

lmpooo ucMain Y>:ea. Our capacity lo -.y a large de~ in a 
poet-war period without undue bardlhip dopends mainl,y on our 

abilit7 lo maintain •. high Javel of omploymeot aod inoomo. 
1 am cooJidEilt that b7 prompt aet.ion we lhall oontrol tha prioe 

denlopmont now and thai we ahaiJ preYont tho reourrenoe of a deep 
dtp.-..ioc in tha poe~ period. There need be no llaeal barriers 
10 our wv oftort aod lo Yic~ary. 

Fu.N&LJK D. RooecYa&.-T. 
JAWUAAr 6, 1942. 

• 
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GENERAL BUDGET SUMMARY 
AND SUPPORTING SCHEDULES 

GENERAL AND SPECIAL ACCOUNTS 

Summary Statement& ol General Fund Balance, Public Debt, 
and Contingent Liabilities 
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... ..._ __ "···-· .. ........ 

u~••~~:~ "'"u u;n<OJ~;~~ 
I -. .. ..__. _.,_,, .. ... .... ....... -- .... ... ... .... t¥f ..... -- ..... --· -- -- ..... ......... ~·- , .... no ,.,,. ~,-.... ·-- ...... ....... ,,. ,_.,._...,_ ,. .... w ..... ... .... .. ... ·-·J ... 'f_ .... _ 
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.. ....,_., ............. -"-D. 0 - .. .. .. .. m•• -------~---------(~' '._., ·-· I ..,._-.,_,., -
~~ .. - t -- .... 

•• ...... ..... -..-....-..v .......... 
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ftt.J _...,._,., towl•.t•• ....,_.,.,.,,,, •• ,.W, .... , .,~(,., •IIIII•- •t"-i•"' I/,.....,_ ''IW•,.,._~ 11--~------~~~~~------~----===----uro:~ ~ -c- -c-r.=~~--===~r====-.. - -.....- ...-......- ........__ --
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l ··-... --~ 
---

~ 
1 

I 
I 

I 

~......,~~--- ...... ._ .. _.._., _____ .. ___...,.._ --- ·--- ....... 

Regraded Unclassified



THE Bt!DOET. 1tcl 

An«YIIIX TO St-.T&.•L'"' x .. ' 
ll')(IMA• l' Of' .t..PrtO" UTIO."i• A .. -'1(D Dl'lt."~ Fa. XA.TIO~AL DCJ'l.)'IIIC. ('O)fU.1.lliCD 10( TIU rGIUCOI.O(G 

---..... ~ .... , -___ , ... _ 
,__.,....~-·­.- ......... -. 
~--... ·--·--._ .......... - ... ---r __ ,.. , .. -.--.­,...., -,., .. _, .... ._ 
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_1.._.<"--..... _,_c._ ,._.__ 
:0.""""''"' ....... --. -............ ,.._ 
···~""'-"­, ..... ,_ .. _ ,. __ ,_., 
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~,._.,_ 

--~-------·--·~·--.......-...-....-.----_______ .. 
·-----·-----·-..... _.._ ....,_,.,,_ - ·-·---·-_,_,.,, __ 

......,_., ... _ _,.,_,_ __ .. _ 
-·­............... .-_., .. T_ " .. ....., __ .,,.., .. ,_ ,_.,1'\oo_o_,..,..,ol_l_ ,_. .. _ .. .. __ , ....... .,.._ ..... ._. __ ,, .. ,_ ...... .,._._.,..;j_....,. 

''"•·'-"''"' ... -...... -... ) 
--..-~ ...... ... ,. .. ___ ..... n..._ 

,_ ....... ·-··--.. ~ , __ ........ , ... ._ _,, __ -----............ _ _..,_ 
···--·--_,_, __ _ 
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SrATOIO't 
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""* ... -.m .... ---
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.. .,!Ill 
..: .. 
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~--

~--

~----·-·------~--
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,._ 
... ~ 
~-

··-

·----~-·--

S U .U TI\"1 8' S0'8JS Of APPI.OPa.tATtO~ £S1UU T£S 

~ • Wril SJO,pDO •• ~~.... ,.... -a••.., 
.,_. ~ .,. ----., j l ,*ll,., • ~., 
~li'«' ("Miiww, ..t-c. M4 *""-., ta,a.lt "­
~IN:: • ........-.... 

.ltd ol«f " "" r.,.,. 

T li*t l~•nio: Ourol•·•• ,,., .. ~'"'" j\( jiOfl,l\.:.1 "*ll'f'lt. "" 
bo~''""' 1.11 11,.1!!0 U\'ft IOU •l'l' !!ll•rillillll,. h i M Vrt 1b1• 
t'OJl u( '"' libln..,..!Sn jWI!I!IIUiloelt., 

J .. '"', .. , (\ ... ,... 

n... ...an.1., flf a4 , 1 !07,1~ f. or tlw l .>hn."'· 4lf c·.,..~ 
& 1::!56.!10 ih ~of" ... •l'f"'~'"'··~··~ ...... l:..r-1 
Tf'U lt42. Srt .,.,.__ ,..,.., .. ...,..,. PDIJIOt 
- MkiW!ll ....... "-']In'- - ,..,. Ll!w.'f 4•-lfh-Yf' ... 
MI....,), $14~ ..._. ,....,,.. ... ._..._,, a1111 t.U.!-41 
1w 1 .. ~ t..iW-.p. I~ ·~""' Ia dw ·-••fm,._w._.....,.. ~_. ...,~~ 
.... ~· ........ ..._ .. ,,_._ Of ~ 
lloun .....,.,,. AIJJOI • • a ,...,tal.,. MMt. --f>#ft Tlw .........,., $7, tt1,.110 * ,.,.. Oo-..nll_.., '""'-
~....,....... ~ ........... t.2.2:•:..uo .. .-.an- of 
•p.,....,...t;...rordlo...-.. y .. r1041, • f .. t.ltii.:I,163,GOt 
it lor publlt proaiiiiJ U'lll lH .. t,.._ and SG<&,t~ 1M ,.,..,.,.1 
lf'ftWD i. ,._, O..W. of the> ~pmlllt'IMI••• 41C I}M;Iell'ft~ 

J.rvaeu.1. YA'TUU"''"'~"" 
Tbt,.ti.nat~ fo:.r tl•• j111lki•l "''•lol1•hno"n~ fur lh.e II!INI 

)'"'' IH:J, .,_m,1'!4i\·r 11f """~ lffi•Uiilll, ••~~t~wnt II) 

f l2,1·1$..2!17, •n lr~rn·""' "' t.'t7tt'l.'J1 "''"'' ll1•2 '''f'"•1•ri•· 
11M1-. 111b iiN""•i" it. u•/J«o\'"llloll (llr lntinllll it't C'\ l)lft• 

"""'' l11 du• blltiin~W of 11•• ' nliNI 1\11111' l'(olltt•, "~'"""lou 
of lbe F tocln-.1 rrol!•1iollllftll'l-, '111\lhln.;:Ndt> l!"•tnolllollll• 
:;.':':~it'Z~\11~11111 J .. w ,.10. 11t11l m ..... llr•1loM"i of 

'J'be ('OilimltH fo)of tho. ~pn'IM 0.ul1 flf llw l'~~oltf'd 
J-'1 11~ i!">oh'to •" ~ ..... M tl2 1 ~1 1M .., .. rn_.,. ~~of rm· 
('~·~ t1f lbfo C~o1111, llriltlleoj[ •roll i ... ,d•IIC,tli4nll1' ,J d11• 
~- Com Bu•lol111• 111d l.'lf•••od~ •n.d • .~ uf 
&.00..000 '"' a no~Ul'C'Uffl!t~lr ilo•• fo~~r lll'rl•n.l_... 0>1' ,..,.. 
lew rn.u...J JIIOC""f'd•IP. ~"-- ... . ""' ~ .. .. .,. ...... 

..... tlMt ~~ M ,..,. JIMIVlll ••W.I.-a. r:vfll. 
••or fll ,..._ .u-.-,..-. .... ,,._...col tWo , .• ,.., k-~ 
C0.U """"• a _. --.. U~UI, 11nwl•• • 
,__ .. 91 110.601 ._ ....,....,. _, .,...,,....,. .. tW 
O .. rir'l C-' BtoOW-.: ._ , ... l~r-1 fll ~.._ 
t:r..fQ - .....,_ ... .,.,._.. ., ... ('..n ., eta-. 

Regraded Unclassified



E.~:lllf1'11YC Om(li " ' , • ._ ... ,_.,,~.._,,,. 

11\t 11 '1"''~ IIIJ'~N 
Ynf' tlw \\'l1ill' JIIHI!II' olfl•·••, t llof'tl' ill 1 tlo·l o~·ur 

ol J.l, i ro i11 IIHJ TIU.. """""._ fll -.n ._,_ G1 11 ,a:.o ,_ ,..,_1 _.....,.,.... ~"'"' hy • ~ M t.\,ICII) i.t ,..,. .,..,.,.,., .... "" d... ·~rn.ll ......... cr-k. 

Rrw.rn~v t!fllr.t Hlldfrl 
!<~or ~1J11r lll'th·hi.-. "' 11,., ll•m·nu t~ftllf' Rll4f,:••c, 1111! f'lll1mlllo'll •blw 1111 lnl'h'I!N• of t3,1o7,1)0C) •~'t" ,,_., •P.­

prutioe ltw t!w '-"a11N.r It-It T~ U.m-• N"C(IIf'oltfod 
"-M~MIIfllitliottt ... .-.l.tu.-1~~ .. tlle~t-.,~~ .......... ., .. ~ 
u.u..-e ~&.. m tllfl "'~l,r to1 s-J JMIItNI'S •.ud Jof'\l:rllmr., llllfl Ill tJioi'('O)(Inf11111ll011 Clf 1'1•tlo;ll('ll.J ~tl\·ilinr:. ••llr nttko1111l tlf.fn ,_. 1tt1hitl1 .. Iliff(! it 1111 hu.'R'IU<' (If 
$:h;ci,OOO •b!•'l'l' thr 1p~mJW"hatiMI fvr lllol' 11-1 ytnt 1~1. 
10 Clltl)' Clft l hfo IIIIIJir('IM)II Uof oil·(- f'OI~ntl hlon "'""Jf1'lll 
111111 10 ~IIO!'l -111 .,.,.... illllllld dftllfiC •ltb. d. ......_, _ _..,....... ..... _......, 

.\'.ti.r-1 llt_.f'tn , ... ,..,,., JI.N 
t'or r'f'ltU111f ...-th·itil-e ~·' llw N•tillflnl n ... )lll'" 1'!1111• nlru: Uoanlll~t•,...tilltlll c uf •rt~11t. l f• ill fi.-IM 11n·t~tl't 1l~n tb" •PPMJ~Nholll (or till' 11•·111 \'•"U IU..'1, 11..-~~ r~t•• • •tM.....,k ~ ...... ~· ... tho,........_ 

......... ._"' , .. &.nl. , ... ~"' -·~ ..... -. 
, .. "' .. , ...... - ..,_ (I( ROll-~ ··""" tlw­•PIIft'Prwllll* h tllf" r.~~~. .. l ,.._, 19-4~. Tin• • 1ll 11nrrio.lo· 
p!'l1iOIJIMf 111111 nol l......- l'-"JN.'..,_.. f1•r f'\)llllJUIIII<M" f•f .. lkltl .. bt1:~n 1.hll'llllt tllfl IIM••I J'''""' 1\111 1111d 19 11, fo~r ~~o~ld•heinlll 114uJW~~ lliW.Ift'llll.\·n 111 lho• Nq_\l•'fl ~~ tl•" f~l·l••nl. • •-.1 I• prrJNI,-.1"1«'1 t~l ~~o~h-•-.. 1'1••• lur .&tor.,._ 11, 11t jl(lo\t• .,_ -.t ........... ~· ........ ··"""'-' .......... .... ~~···· ~ ............... .,.,...,_. 

O~N 1• l'.:...t,.-,,., .11.,..tf'.l'lllllt 
Appropri•llorolloll Q( t.l~l,tii;),OI!! (,, , llw- 1""·111 ,.,., ID-1'' 

•••n• m••''-' l tif' llwo \·arioou, ·~'''""",. wit.i:ll lllf"f,.lllt••ork of tho• Olh ,,. t:a~*'1 .\1 ... .., ._, 
..... ..... preridtd .. ,... .,._-....Jr. ............. ,.,.._. 

.,..,..,_, ... ~ - dw t..- (I( ....,. 11 ,. dw ~ 
~ _... ~ aw.u-•. nw ~ flrfli. "~ Af'1l"l'll"••ioll An, 1941, proddof'd Ufl 'Jf(l ooo· •n ldd,t-.111 f~ti.~,OOO ••" pNut~ltd b\' lbt ~'t'l~lll ~P• Pltmentlll N1tloul Dfft ii!Mt All~lioo Att, ltd; 

. ...,..,_. __ , .... .........,. ............. 

.. .._ ef ~,(!(le. ill MclitN • , ._.. tlM ... 

..,~ ..... IC't' 0( ~· •pprupru_tiont ......... ~Ill fi,6Q2,000 •• t'(llllln!N'd •nil•blll leW d lof' r.,...l )tflf 10 13. 
l'111l••r IIWI "1"'~'1111 fw~oci•PP"•Jirlll liOn•• lor tlu• <'lnplny~· comJil•II!MI IiOII lurul, rinl 'tll.lrb, tbl' 6JIIll'l},.-illlliM• pru­

vldf'<l. t;~.31,000. ill l3S,OOO .,_ tkn llw •'*"'"' ..,. pnll-\.td fur ltlJ 
'nor ltd ...U..I• ef ~lor ll.r .........,_,­

JI'I"'IMt.MI , ...... ~..,.,. .......... -..lloo •'814c. {.. f l40,000 ....., than pnn fiW.IIor ltU. 
n ... "" h1 • ""'"II l«~tf\•aJ~.~ of 1000 i11dff.ak-o-t in thl! tr•au ll('('o)lri'\1 for rrilotf 11:111 to•h.abiUtatltln, lolll,.~l()telll•'l\'a afld lfubar Wotlr,.• ('QIIIpt'JIMIII)II An. 

F.tNM c........,_.,. c--...-
't'lw f!MJIIIaW. Ill J.f,ttl,2tl for tk C'01-.•- •re 171,.$10 bdcl'll' II"' III'IIOII IU.t II J•JinlJirilll~ for dllto hKaJ 

)'"-f 194!1, '111ft do'<'l'o!611C ron••• or. rrductt!ln dlll$,129 
m ll•e &J)IM'II11flll llo•l (or '"'''",.. a1111l l'lllll'"""" (or tbe 
l'f'K•du ""'"' ;.t 11 .. c.,.... .. ......,, """~' .... c ........ DK .... hOM Mt ollt.'U, Ml.SSI in tlwo _,...._. 1~ wlmti(w ..... -"'"'mi!C lW.. "' ....... -.: ........ ..., .. 
~- ... -.. 

'J'bc toal to'nlr!IIIH'ndl'd ''"' 111" ····dtf'lll l'~>••·r (.'om. 111i.ioo .. t.l,Oti7 .,6f.'O, ... u~m. ... " ~10 ov-e(' ~ 
•-..urt•~Wfort.be&Kalpoui!N'! n...Mc,_ ........................... ~.----.~ ..,. u .._._... oii:!UIOII .., 4.'111'""' llllllht__. Pllr--1 
ftlmmiuwn~ tl•roucls dte ,...._lleatioe or • '"'"''brr "' o•lnploy~ df ll•u Con•m.-,•. .,,., f'C'IIIain.ln I)( l11c 
lncl\'a:tu ;., to po•m1it C'OIIIplhu!t.'O .,.itlt tbe 11ct •ull•••-"inna 
•·hhi~Sc! JNOriiOtio... 'I'Ll! J11!111l!l i~ttn:-11!11! In t~ ittllll 
for &od.contft>l a~rY"tp it drb' kw ... ~ .. pro.o.. ·-··- -u...~ .,_ ~ ., &a. ~c~-. .. Nit~ i1 ~ u Ullm'!UII.t 12M,.t.U ., ..... o.. 
ltf-2 appmf!NUIMI rLat Wf:l\'fl!le: ia to~~~' l'mJIIo.f· lnl'ftt on • fwll·.r~r h1il¥illof JM'.,.-.III!d pi'OY'II~I (fir tll.l'(l\ij,il • tuppk••llt•nutl •PP~Y~Jrilllotl or f t:l6,000 ror tl111 liKIJ 
)'tilt 1!)42 on• pu~Alme b.-

,..,,. T..., n •• ~ 
n.,. iflll-t.N loor tJ. 0... t 1bCal Q,JO:!:, .. t 4 

·1~ it • ~ "' S:.i .&211 brtant ~ ........... ·~ )lndf'd (llr I hi! flon.J )'CIIf 111.7. l,..,.to'll.,.. 1!1 J:~,(tiO \1\ 
lllotl U11ril'll an-I l•tJ11'11.ll'll 6f1flr11Jwilltincl IJi,.'llli'"' nl ll~e ~llnpletion or •n mvatiptillll by d1c C"u-11\1•1""~"' 0t1 
Pf"'OIt~ ('O!ot llteOIIllJ•• .... ,..u.ft llllll ~t.no '" """ pnaliiiJ ..... ~ ............. .,.. ~..,. .. -.......... d.to...-.Git.r.;n• ............... ,.lt, ......... ...... ,...._ ..... 

FliN''"' &rritY r"1 A<(rvM_,., 
'r l•el"'ldlllllll' (or t he r~:~oa~l ,.....1' 1$.!1 vi $1)1<W,I•)I') i. a11 

iiii'R'UI'! et•!l15.000 .. Votl' tW 11pt~pl'l11lltoo f•w ,..., ""'-l 'f':'ll'lt-tt TW- .. ~ • .._,b,,..__.,~ •llw.....,_...,., ~ .. .......,., --'-"""' n... 
~ i.n ·~ • ~~- Ut tllot .\--.. dofl~~r. 

Regraded Unclassified



TIH! BVDQ£'1', IMI 

.. ,.,.... • ~ .,.,.... .. .-.. ,.,..ttd­~l ef lMt Dlltielial ...,,_ ~and tGtAICJ i. pro,·idrd f(tr • ith••"f!::'•d• fJII'OII!Mihl.lfll, ,..,_ lhl'l\'11.., .. art olfwt i11 Jll.rt b1 1h111J0nn'nlm lll ht•m of 11,·100,000 for acltu.illillllliv~ t,;pt_., tllltrt:•'IK1 n-litf. 
I~C\-~c.-~ 

1111t' ,.,,,. .. k-11 ,.,, 111111 ComP•-~"'• •hkb amo•m• to $~,&.t>7,b()9( o•ll'diJ!IiYfl (If lnll!t a.N'fllllllll
1 I'I"Q' lol•• ftw- 1111 

inl'f'Nl'C' 0 $235,0Mln\·rt lbi! IIJIJINI)riatllllll fut ltl!' liftl.l 
'1~ 1t42 '•"'-' Jl«<'f"ldrd arw- fS,IOO &o ~"""*for ..w,,_a ~ '-..-1 ..r .. "' ~,c.AOG._ ·~ .,.... o(l'aJru.lllll fer,..,. , .... tat.rfitld ..m, "'1-
lllf'ftiOIOIW'd '')' pn1. ~~~ t"Jif~ • J•IIC',. 10 (ldo« (llflto-.. 0 Ibn Fo~ .. .,.) Hn\'H11111t'llll 112S, H),j fror tlofl C"((mmiM~io11'11 
f'lll>'llC"I")' ••14'k m Jlff'V••nlihf '-' ..IIO"&t'ftl In C'OIUII("IiQil wit .. •••W.oal .w ........ n~. th" t.u .... flllwl •• .,._._ ._._l.fotr ............ ~ ....... ,. .................... . W~tll.oc..dr ,._. .. _ ....... .. ,~,. IAw•tf'll co llw '•"'"*' ,,.,...._or lao" C'Clmnl"""'.. 11w•• ••W'r•·-' •"' olflll'~ loy df'O'I••- ••f 1."1110 in t•rmlh!J: lm<l lolu1lm;,: 11 .. nd $31,000 111lll.;·r lltto Uun••'* ~~ Moto)l' Ca"l"'rt. dw lallt•t bane CWI'IIIIIo!W'd bf '""'ft'f'llrnllle ltr- Gl ,.,... .. 111~ 

'IM.t•- L.iw /IMN 

No "''IJ"""' t. ..-.t.nuu""l '"' lfU:I ((•r tl11• M•ri1inw l.hor IJoMrd. 1'1'" Untml w p not•bl• lwd for a Jlf'fiocl of :a, ... ""PirincJII .... .,..J.to.tt ·n ...... ,.,J~~t~•!l'l.lf.ll, n~ tlw 1"-ni ,_. 1 ,..,..., ....,. t:JO..OOO •• lii"''"'" 
pnaw.l ..,. llwt ··~· NI~W XaliMllll l»dftllll!" A~,.,. •\ iM, lttl 11 "'tot"' IIIC'ft rw wrn~llni"P and \oflmlfll&tiltlf th11 11fl'11i,. fil II•• l"'*n"l.'' 

N• lto...l A~ r •• ~, for &-.tV. 
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1\'11t itt.Mill (\,p;r .. t J\ul: III'J /1ollllli4j ('lllll.llll,_N!It 
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n.. ~t#t ........... $!'00,(100 Sew llt'q--lt-., lllld for t.IMI C'oi'Ofp ,f ... ullf\06 lolrmonal Parlfwa1 ou I hi! \ 'bpn.ia aide or lhc l'v40DI60 Hil•tr. 

N•ti.tMI IA4.t Rtl4ti.tM S.~ 

Sdrdirt .ow,.,.·.._, s,,,,.. 
Yot th.r oprt11tion. •"'I ..._., __ .t thf. Stl«il,.. .....,.._....,,...~ .... 1....,...•f"'h.&N ,._._., SlU'I l fli• •.._,.••• __ ., f i.:UliiOOot" lllf'a~l""' 
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~., tJI. "~- ... ~ C'«))Inboe &IIIII 
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~tulrlru; J l rfllf'l:lll 11n1l frltW.I "utlo<rial• and bt 1111kin,: 
"'"''"for tmJMhtlr rot ~''J•n•l••• dt•ffflw 1•kut.. 

'11te • .....,.,lflrl. eof .~ c~c•rt.U.•tillln '"' l!l.f!lldily i~~~tmP­
Inc. ~~ 1...-ll'ltllt! w (k't~ibtor :at, Jl).lt , lOI•I•"liiOriu· 
t.lool llavt• ~ltd tlt ,Mf,OOO.OOO 1,11d d...buf'!oo!!Dmt~ 
1 .. \l lflWIIIIIINI tn tO "".000.4100. ('fMIIm.tmmlll .-t• 
IIUirtditq: It 1h•l datto lot..W .. ,104,000,000. 
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January 7, 1942 
10:10 a.m. 

TAXF.S AND THE PRESIDENT ' S 
BTJOOET J.!F.SSAGE 

Present: Ur. Blough . 
!lr. Paul 
Mr. Sullivan 
Mr. Tarleau 
Ur. Knollenberg • 
Mr. Viner 
~lr . Bell . 

H.M.JR: I was interested in what the President 
said here about the t ax thing. 

MR. BLOUGH: Yes. 

H.M.JR: He v;ent into great detail, didn' t he? 

MR. BLOUGH: A'Pvarently. !.lore t han usual . J!ay 
I revert to that est1mate on t he six per cent? 
Apparently t hey will have to put practical ly everything 
else aside for about a day and a half or t~o days to 
get that out. M!y I go out and call for it now? 

H.M.JR: Please do that. 

(Messrs Paul, Tarleau, Knollenberg, and Viner 
entered the conference). 

H.M. JR: Let me rend you what Schwarz ' s comment was 
on what the President ~ aid off the record yesterday 
on taxes . Has anybody ·seen this? 

~. PAUL: No, I haven•t. 
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H.M.JR: This was in connection with his budget 
me ssage and is enti rely significant . Also --

(Mr . Sullivan entered the conferenr: e) . 

H.M. JR: Good morning, John. 

These~e Schwarz' s co~~ents on the Pres ident's 
off the record remarks at his budget thing yesterda1. 
He said, "Asked how he arrived at the seven billion 
dollar figure for addi tional r evenue, t he President 
said (1) he bed asked for the maxi mum that could be 
raised and (2 ) would the coun• r1 stand for it . 

"He said he would favor ' changing the whole works ' 
on excess profits t axes rather tha.n retaining one of 
the pr·esent methods of comoutation, but wanted assurances 
thAt small c ~mpanies in debt ~oulc be protected. He 
c ited the Coca Cole Company, which he asked be described 
as Co rporation X and asked v.hethe l' it r:as fa i r today 
fo r or1 ginal investors to be ~et ting 100 per cent re­
t urns . There was nothing dishonest about i t , that every­
bod¥ who coulc get such high proceeds f r om investment 
dur1ng the gol cen ere of the •20•s, but that such 
profits canr.ot be tolerated under ur conditions . 

"Asked specifi cally about IIIut ual insurance compani es 
and their corporate taxation, the President said he vas 
willing to see them have cert ain privileges if they 
ar-e truly mutual but that sone al'e celled mutuel and 
a in • t. r epletion allor1ances in many instances amount 
t o a scandal" --

MK. PAUL: That is the t i'Il es t v.ord ever said . 
We have learned mo1•e about that lately. 

for 
say 

H.l[. JR: Good . 

"In hi s re ference to the possibility of the need 
sales t axes l ater, the President said he meant to 
' sales taxes in thf fo rm of selective excise taxes'". 

' 
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I think that that puts 

KR. PAUL: That is very good, 

liR. SULLIVAN: That takes the heat off. 

H.M.JR: "These he favors because (1) they 
raise revenue, (2) help to put brakes on inflation, 
(3) provide for hasty removal of the brakes if we run 
into a deflationary peri od. By •lat er' he said he might 
mean tomorrow or any time in the future . 

"The President answered in the negative a question 
as to ;~ether he contemplated asking the States to 
relinquish some of their sources of excise taxes. With 
respect to proposed 'flexibility in the tax system, ' 
he turned to Harold Smith, who said that Congress might 
be asked to set a series of rates fo r many types of 
t axes and be in position to raise or lower them by 
simple resolutions without undergoing protracted hear­
ings ." 

MR. PAUL: Well, I told Smith again and again that 
he can't do that . 

H.M.JR: Well , I think it is funny . Smith didn't 
know, you see . 

"Also, as to timing of collections, t he Treasury 
might be given authori t y to move ahead collection dates 
or require monthly instead of quarterly payments." 

MR. SULLIVAN : I didn't get that full question 
back there. 

H.M.JR: "The Pr esident answered in the negative 
a question as to whethe r he ~uld contemplate asking 
the States to relinquish some of their sources of 
excise taxes." 

I would like to be so bold with all these t ax 
experts as to throw out a suggestion, and that is t his . 

5 
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In these man;r pl ans that .te 11 re •·oinc- to '>ive , I would 
like to hav? one i deal plan, f or•o;ettlng afl the history 
and everythmg else, but l et ' s have one plan ·:thich we 
could hold up our beads and sa;r, "!low, il' we coul d have 
an i deal plan, t hi s is it . " 

i~H . VIIIEP.: Aside f r om Constitutional difficulties, 
11 istory nnd everythine el se? 

L.i.l. J:! : 2ver~· thinz, his t or y , cu~tom, and everything. 

:m. '/H:ER : Tbet is " nice n si~•ent . It is a peach 
01' an assi~ent . 

!.:: •• PAt L: In lll'itin ;? B;r Friday? 

II . L:.JR: No, you co•1ldn' t r ive me one b;r ?ridey . 
I nould li!<e ;then I !'0 up on lho Hill to say, ";;ow, 
~entlemen , we a re :-oin~ to P'ive ;rou a number of 
thin o;s . There i s o. .;ar nnd --" I mean, I don't know 
whet her 1 woul d say it thi s way, but after all, t he 
Axis have gotten ahead because t hey ha ve he.ci a new 
~enera tion of ~enere.ls who ha 'le ~enerated new i dea s , 
anJ. the French .. ent un. er be cause they kept the same 
~enerals over f r om ti1e last .. orl d 1lar . !:iave any of 
you r eople :>ead t t.is four-volu;ne book t ha t t he fellow 
got out to shon t:1~ t no country ever one two wars in 
succession beca<:se the rinnin ~ country ah:ays keeps the 
sa.'te set of <;enc:oals , an:~ the ciefer.ted countrr al::ays gets 
a new set? So this fello11 took four vol umes. iiuntington 
Cair ns can tell you about it , if you w:mt to knon . 
l:e has l one through history n.nd it has aLnys happened 
t ha t ·t;ny . 

I.Ci. PAUL : It is very easily un·•ers lood. It i s 
a -;oocl h;rpotl.esis , I should t hinlc. 

H . :~.JR : ·::ell , he has done it in fou r volumes 1 
anu if you want a review, rtWliine;t on Cairns will "lVe you 
one . Bu t the t hourht I am usin~ i sn' t e 1tirely a?pl icable , 
but this i s an a=;e of invention anu ne:< technique . i!or1, 
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why do >1e have t o have thi s lousy tax system thd we have got 
and why can ' t we be bold and brave and intelligent enough 
at l east t o say, "Well, gentlemen, this is the i deal." 
tiow, we know we can ' t have it , but hoi': near can we come 
to it? "Nhat? 

!JR. PAlJL: All rifht . Of course when - wbat is 
a good tax system is l argelJ a question of degree . 

!.:R. TAllliA:J: There are some things :'e pretty well 
agt•ce on. 

1m. PAUL: .'le know about a hundred and fift y things 
t hat would make it more i deal than it is now. 

l.!R. TARLEAU : I t hou;-,h t this was Slleeping the board 
ana startin~ fresh . 

~. PAuL: That is true, too . 

H.M.JH: This vtoul d be - supposing we had no corporate 
tax and no income tax and we went back 

MR. SULLIVAN : Why not go furt her than that and no 
state excises? 

1!R. VlllEli: 1909. 

li .U. JR: And said, "All ri '·ht , now, instead of each 
year accumulating another layer of evi l, l et ' s wipe 
t he boa rd clean and thi s is what the Treasury woul d like 
if 11e could start doinr; it." And then by contrast t he 
present system would look pretty lousy. 

J.IR . PAUL: Well, it has gro1m like Topsy . 

H. M. JR : ;.'Jell , it is the s' me thing ·::ith the 
Department of Agri culture. I mean, they di d one thing 
to uise prices . That was a f ailur e. ".'/ell, t hey did 
another thing. They have ~ot about seven layers of things 
t hat they have aone, but t hey have never taken anything 
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out , and e~ch one i s on top of tho other until they have 
this perfectly i mpossible machine, cos tin:; a billion two 
hundred million dollars to increase prices, an<i here ~ve 

are with prices up, but they can't take any oi those layers 
out . 

1£1. PAUL: It is a house ot car ds . 

i.u •• 'l!Jr;:;~o. : It i sn ' t . It i s too oad. I ;:ish it were . 

;.~ . TARLEAO : A hou=e o;· cement . 

l.~ . PAUL: Car.~s under cement . 

JI . :!. JR: Aeyr;a~, , I should t hink it wouH be fun for 
you f ellows to build SlJ ch a t i:tins , t hro>:i:tt: all pre judices 
out . 

J.l:t . PAUL: '!/e •:;ould bo ~ eli ••hted . ':ie ·::oul d like to 
,n;ct a clear field , and :;o ri ;ht C.o\'m tl.e line . 

;; , :.~ . JR : An.: t:1en have - I mean, and nothi nz will 
shock me , I 1:1ean, you won't be nl>le to shock me , as lon::: 
as it will work . 

i.:iL !C:OLL::i:3c.-.r.: I ti.in.k you :·:ill see t he hand of 
!Ierman Oliphant vei"J much in evidence a~in . ..e all 
a?.rced t iA t the andistributed ~rofits tax is a sound 
forra of taxation. • 

r.:;;, PA'ti'L: The i ::ieal thinr- ;•o:~.ld be no tax on CO!'pora­
tions . 

t.l"l. . 'llliER : I ~~ ant t o r ut a little fin-:;er in t here . 

i.!R. TARLEAH : Yes , I think tl.e point is that we will 
all have OUI' 0 \'ffi puticulflr philosophy wnich l"IC :9ill 
have to mol u together. 

;.h\. ?A:fL : I con ' t tLink thc;r are ver'J different . 

Regraded Unclassified



c 
I 

I 

( 

I 

I 
c 

- 7 -

ll . M. JR: 7/hat \7e re you going to say, Jake? 

MR. VINER : I say I want to put a little - stake 
a little claim t here . 

H .,~.JR : Jleaninr ? 

~- VIlffiR: On this Herman Oliphant . 

H.M. JR: I still don't ~et you. Be mor e explicit • 

.lB. VINER: I :.ant to s take rri:f claim. 

lJR. KlfOU.El!'BERG: ·i/hen, before L\r. Oli:PhMt? I 
dicin't know. · 

9 

1ffi. 'iDlER: When I v:as called in they had another 
scheme, and Ol iphant accepted mw sug;e~tions. His scheme 
originall y was a scheme to f orce di stribution of 
earnings, whereas what I wanted was a scheme to make earn­
ings taxable as close as you could 1et, but it i s none 
of our busines$ what the corporation does with the earn­
in~s , provided it doesn ' t keep them from being taxabl e, 
an, that changed t he emphasis on a great deal of the pro­
posals. 

l!R. SULLIV All: Tax in~ t he s tockholdePS as though 
they :1ere partners . 

l!"l. VIiiER: 'That i s right . That is what I would want. 

H.M. JR : \'iell, any-.·:ay --

MR. 1IlffiR: Of course, I would ~ay still that some 
day you may want t o come back to that. 

H . l~ .JR : Well, I just would hate to go up before these 
people with just the sar1e old hackneyed stuff, and just 
add another layer on the misery. It may come out that 
end, ;,e mos t likely will, but at least I woul d like it 
said for those of us in the room that we had the intel­
ligen,·e at least to ~i ve the country something fresh . 

' 
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li . ~o . JR : ·:,'hat 1·:ere you ,.oin~ to say, Jake? 

!.:it . 'il:lliR: I saJ I l>ant to put e. little - stake 
a little cl aim t here . 

H . .• JR: r1;eanin,"? 

1:a. \'EiER: On this Iierman Oliphant . 

H. •.' . J!{: I still don't ;:et you . Jle mor e explicit . 

l.:.t. ;"HIE~ : I .• ant to stake m;r claim. 

:Jt. iG~OU.r.J:-r~i::P.G : ·.ben, before Ur. OliphRllt? I 
cl i iin ' t know. 

!.!h. n:~r:rr : ilhen I ::e.s called in they had another 
:;cheme , and Oliphant ac ,·e'pted rrr;r su-,.;e;;tions . His scheme 
originally was a scheme to f orce •ii stribution of 
tlarnings , whereas 11ha t I ·.1anted uas a scheme to lllllke earn­
inrrs to.xable as cl ose as you coul:\ ·et, but i t is none 
of our busines: ;vhat the cornoration does with the enrn­
in~s , provided it doesn ' t keep them f rom being t axable, 
an that cilanged the empha~is on a eree.t :teal of the pro­
llOsals . 

C . SULLIVAJ;: Til :tin'; the s tockhol·!ers 1\S thou~h 
tt ey ;1ere partner s . 

!.C,. VIfi~1 : 'l'hat is ri;:ht . That is \mat r l'IOUla llant . I 

:t.:! . .B: '.'iell, a.."'y-;;ay --

MR. ~illiEit : Of course , I woul d r.ay still tha t some 
day you may w.mt to come back to tha t . 

H . ;~.n: ·,Yell , I just woulJ. hate to r.o up before t hese 
peopl e with just the sane old hackneyed stuff, and just 
add another layer on t he misery. It may come out t hat 
end, . e mo3t likely will , but at least I would like it 
sai d for t hose of us in the room that ;1e had the intel­
ligen e at least to ~ive the country somethin;; f resh. 
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li.1 •• JR : ·:,hat 1·:e r e you -oin~ to say, Jake? 

r,~ . 'ii ~ffiR : I sa•t I 1;ant to put a li t tle - stake 
a l ittle claim t here . ' 

H • .• JR: !l:eanin:·? 

1:R. VI:lER: On thls lie rman Olinhant . 

H. •.' . J!{: I still don' t -.et ;.rou . Be more explicit . 

D . HilER: I .. ant t o s take :rv chim. 

;.:R. iGiOU.rJ:tit.I!G: ·.hen, before Ur. Oliphllllt? I 
<lion' t know. 

0 .. 

!.lie. •:r;.rr:n. : ;.~.en I :1as called in they had another 
s cheme, and Oliphant e.c ,·e"pted m;r su-;~e ~tions . !lis scheme 
O!•i;.inally was a scheme to f orce •tistribution of 
earnin!(S, whereas 11ha t I ·.1anted 11ns a scheme to JMke earn­
ini"S taxable as close as you coul:'. ·et , but it i s none 
of our busines, what the cor-noration does i'lith the enrn­
in ~ s , ~rovided it doesn' t keep them f rom bein~ taxabl e , 
en that cnanged the empha~is on a :;reat -tea l of the pro­
nosals . 

::; •• S!JLLI'iA>:: 'l'R ::: in~ t he s tockhol !ers RS t houvh 
U ey ·.·:ere partners . 

t::-•• 'fii.fS:t: ';'hat i s ri ::-ht . That is ·.1h:1.t I woulc uant . 

:~ . :~ . .B: '.'iell , an,!'"" a.)' --

MR . ~,'Ilffiil : Of course , I would ~aJ still t hat some 
da;.r you may :·;:mt to corne back to tha t . 

H . ,~ . n : ·:Jell , I just \'IOHl.l hate to eo up befo r e theue 
peopl e wi th just the sone olci hackneyed stuff, e.nd just 
a(\d another layer on t he mi sery. It my corne ou ~ t hat 
end, . e mo~ t likel y will , but at l east I would like it 
said for t hose of us in t he room t hat ;1e ht!.d t he intel­
lir en e at l east to •i ve tl1e country sooethin- ··resh. 
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:£ . PAUL: ':/ell, th:1 t suits us. 

:2. VINER : People dll say .•e have quaint i deas. 

ll. l.! . JH: And John seecs pleased. !low, one other 
thin~ and t hen I will li sten. John, two thincs . ','/hat 
happened yesterday When you went up on t he HiYl? I 
got your no te . 

~. SU~LIVAN : I first saw Senator George , and he said­
I said, "!low, you brin~ whoever you wish to bring," and 
he said, "\'/ell, I th ink I ;,ill !>ring one man: and I said, 
"Will he be a Democrat or a Republican?" And he said, "He 
will be a Republican. I cion' t kn01v which one, but I mll 
tell you before I come do1·m . " He said, "liave you seen 
;,;r . Dough ton?" I vaid, "No , I am on rzy -;;ay t o see llim 
af ter I have talked with ~ou . " He said, "'.'/ho do vou think 
he will bring?" I said, '?lell, I presume he wilf bring 
!41• . 1'readway and Jere Cooper. " So George sai d, 11¥/ell, 
I will call you and l et you know 1qho t he other Sene tor 
i s to be . I don ' t want to br ing more thn one because 
the group would ~et too large." So t hen I went to Mr . 
Doughton anu I t ol d him tie would like to have him dovm het· e 
u.t a quar te r pa s t nine on Friday, anu ·:;an t ed to know who 
he 11ould br i ng . He sai d, "'.Vell, who do you 1·;ant tr.e to 
brinP.;?" I said, "No, it i s whoever you want . " He said, 
"Have you talked with Senat or George?" And I said, "Yes." 
He . aid, "?/ell, who is Senator George bringing?" I said, 
"'.':ell, he i3 brin;~ing one Re;>Ublice.n, but he h~tsn ' t naJned 
him. " He said, ".'/ell , I will bring Mr. 'freadmty. Do you 
t hink I ought t o bring aeytody else?" And I saiC., "'\/ell, 
it i s entirely up to 7ou, !.lr. Dou ,.hton. " "1'iell, " he said, 
"there i s so much jealousy up here and I don' t undet•stand 
it . Now, you know I am not sensi t i ve . " 

H .~ • .n: Jzy God. 

~. SllLLIVAfl : And I choked ana he said, "But here 
I ;;anted to put Jere Cooper on the Econo1117 Committee 
and Tom Cullen came t o me and went to t he Speaker 
and I just had to uut Tom on although I knew Jere would 
be very much more effective . ~ "lioN, " he said, "if I bring 

• 
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Jere, Tom will be offended , and i f I don't invi te Jere, 
Jere will be off ended, anJ it is e case of be camned 
if you do and you are dal'\lled if you don ' t . i'lhat do you 
suggest?" 

II . IJ. JR : ~lell , spare us that , John. 

l!R. SUl LIVAN: i'lell, 81lyway , the way it nas left 11as 

that he was e;oin:; to brinz Mr . 'i'readway. Then he said, 
as I was leavinr,, "I will t alk with Senator George and 
if he is ~ing to brin~ a~body else , I may bring sone- • 
body else . " Then I oaid, ''!loul d you like to bring JJr . 
Stam?" And he said, "'.'lhy, I would like very much to bring 
Mr . Stam, if you think it is all ri~ht ." Well, I knew 
that if I didn ' t say so, the minute I got back to the 
Treasury he would call up and ask me, so I said, "'lie 
would he very happy to have him. " 

H.M. JR: Good. Now, what happened before you went \ 
un , he called me up vel"J much excited about this business 
of lettin$ him have - Stam have i nformat ion fr om t he Bureau 
and tha t they had had somebody i n your off ice for t v:o or 
three weeks , 81ld h'1.d been unabl e to get an answer . Now 
wait a minute , keep your shi ··t on. So I said, ";'/ell, Mr. 
Dou~hton, all I can say is, send me do1·m the l'equcst 81ld 
t he time that you did it, and I will take it up l'lith J.ll' . 
Sullivan, but I doubt it

1" see? "7Tell , wr.y can ' t ·;te have 
what :·te want?" I said, 'You can. " ''7iell, why can' t we 
have it?" I said, "You can, but yo:1 asked for evel'Y 
memorandum in t he Bureau, an ~ I uon• t thi~~ you are entitled 
to it . " But I said, "If you want somethinl:', ask us for 
vrnat you nant and we l'lill let you have it . '".'lell, we have 
got to wait two or three weeks. " I said, "Now, look, Ur . 
Dou~ton, tell me what it was , ana let me look into it. " 
He said, "well, maybe I have been misinf ormed. " I said, 
"I ci.on •t know. • That was yestcreay corning and t·:lenty-
four hours has passed and I haven ' t gotten the example 
yet. 

A.'1 . SUU.IVAJI : And he made no refel'ence to me, so he 
must 
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H.M.JR: He was quite mean over the phone . 

UR. Sm.J.I VAN: He must have found out he us mis­
info!'llled . 

H.M.JR: I just wanted to tell you that they keep 
fussing with this thing all the time . Aut I was right , 
wasn' t I , in the original letter they wanted every memo-
randum'? · 

MR. SULLIVAN: Yes, end that request you handed back 
to him Stem' s letter which ~r. Doughton had approved 
and signed himself, and in a conference in this room you 
asked him to wi thdraw the let •er, and he did. Then 
about three weeks ago Stam sent the same letter down, 
not signed, and I had lunch with him and I said, "Now, 
this just can't be done, and an)~hing you ask for specifi­
cally, you can have , and the arrangement I have with 
the Bureau is that whenever he asks for anything they 
give it to him immediately, and notify me, and when he 
has a - t1ants a conference, they give him the conference 
immediately and then send me a memo on the conference, 
so that we are advised as to the things he is interested 
in. 

H.l.I.JR: i'lell, why don't you make a little note 
when you leave here and say, "Mr. ~!orgenthau tole me 
about t his thing , l!r. Doughton, and I have got nothing 
lying around in my room for two or three weeks, " and put 
him on the spot. 

MR. SutT.I VAN: I will call him right away, 

H.M. JR: I would, because he was qui te mean. 

MR. SUUI VAll : He never ment i oned it. 

H.Y.JR: I think I would do it, and then give me 
his ansr.er. He was quite mean about it. Now, Mr. 
Paul , I am at your service. It takes a little time to 
unwind. 
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MR. PAUL: Well, there are several items we thought 
we ought to discuss with you. 

H.M. JR: Oh, one other thing. I hope and pray 
that I can leave here for a week - I am doing ~ financing 
on the twelfth and thirteenth, and I would like to appear 
on t he fourt eenth on the Hill, and then go away. 

MR. SULliVAN: On this bill? 

H.Y.. JR: Yes. Either t hen or not until after t he 
twenty-sixth. 

!lR • . SUlliVAN: Well , it is for Randolph to speak 
up, but I don' t think you are going to be ready. 

H.M. JR: Well, this is the first t ime that the We.ll 
street Journal has had a weekly report on the taxes, 
e.nd they haven't got a damn thing out of the Treasury, 
so I compliment everybody. They haven't got a thing. 

MR. PAUL: They have certainly been after us . They 
come in to see me about every two days . 

H.Jl . JR: Well, this i s t he fi rs t time they haven • t 
got anything, but they do say t hey didn't think they 
would be ready until February 2nd. 

MR. PA"L: Well, the answer to that question, Mr. 
Secretary, is very clear in ~mind . We can do it 
on the fourteenth, but we think it is much more advis­
able to make it the twenty-sixth because we have got 
some t errific problems here, and we can shoot, but we 
will be in much bette r condition on the t wenty- sixth. 

H.M. JR: Well, I would say the twenty- seventh, and 
give you a chance . 

MR. SULLIVAN: I think you are going to save t ime 
by waiting. 

MR. PAUL: I do too . You will make haste slowly. 
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H.M.JR: Well, anyway, unless there is something 
that the President wants, t he doctor told me to go away 
on the first of November, and I am long overdue for a 
heek. I don't know whether I will get i t, but it is 
ni ce to think about it, anyway. 

MR. PAUL: Let' s stretch toward the twent y-seventh. 

H.M. JR: Well , but l et' s have it in mind . 

l.ffi . SULLIVAN : What day of the week is the twenty­
sixth? 

H .~I . JR : That is a Monday. 

MR. SULliVAN : You had better make it the twenty­
seventh. You will want a day after you get back . 

H. M. JR : Oh, I will be back . I am speaking in 
Cl eveland on the tv;enty- fourth, and De trot t on the h.enty­
fifth, so I have t o come back. 

J.!R. SULLIVAN : Well, you don't want to make t hose 
two speeches and go up before this gang of wolves the 
next morning. 

H.~' . JR : Oh, I don't care . No, I 'i.'Ould like a day 
in between. 

MR. SUTHV AN : Sure. 

H.M.JR: All right. 

MR. SULLIVAN : I think you will find after this 
conference on friday that they would prefer to wai t . 

H.M. JR: Well , if you fellows can kind of throw it 
on them, you see , at least get them to share i t fif ty­
fifty so that it doesn 't come out they had to wai t 
a week while I went down to Florida . 

MR. SULLIVAN : One other point about Friday morning . 
Do vou want those fellows to come in the back door so tlie 

• 

• 
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newspaper boys won't see them1 

H.M. JR: Well, they alVIays come in that door. 

YR. SULLIVAN: Well, I mean they will have trouble 
getting in, but I will tell 'them to come that way, and 
then I will speak to the guards. 

H.~ . JR: Yes. Do you want to bet me a package 
of decent cigarettes against the vile ones that you 
smke --

MR. SULLIVAN: Now look, you have ~ot a reputation 
as an honest man. No~ don't you go making an offer of 
a bet like that or you will lose it. 

H.M. JR: •• .. that it won•t be in the paper between 
now and Friday morning, that they are coming? 

YR. SULJ.IV AN : What are the odds? (Laughter). 

H.M.JR: What are the odds? On one package of cigar-
. ettes? 

l.!R. SULLIVAN: That i8 right. 

H.K.JR: I will give you two to one . 

J.IR. SULLIVAN: All right. I ~ill l-et you. 

H.K. JR: Two to one that it will appear between 
now and up to and including Friday morning. 

MR. SULLIVAN: That is right . 

H .J~.JR: All right. 

MR. PAUL: The first thing we want to get clear, 
it may already be clear in your mind, but I am not 
sure, and I think it should be --

H.lt. JR: Excuse me . I am taJ.Idng about the small 
packages. 

' 

Regraded Unclassified



( 

c 

& 

c 

16 

- 14 -

MR. PAUL: I think it should be clear in your mind 
in case you a.re asked questions by the press or what-
not - it wasn't clear in~ mind until recently, ao I 
hope you won' t think I am assuming any lack of intelli­
gence on your part . The point is that the way the budget 
message reads, it talks of nine billion or seven billion 
without Social Security on a collection basis . It is 
not an annual hasis . In other words, 

H.M. JR: I understand that. 

MR. PAUL: You will see, of course, that that really 
involves, if we carry it out literally, a program of 
fourteen billion additional taxes on an annual basis. 

R.M.JR: Now, wait a minute . This is the way I 
understand it. You are putting it in a very sweet way 
and trying to say I misunderstand i t . I don't think I 
do . 

MR. PAUL: Well, I don't know whether -I didn' t 
under stand it at first . 

H.M.JR: What I understood was this, that beginning 
with the fifteenth of March, 1942, we will collect corporate 
and personal income t axes out of that seven billion, 
beginning the fifteenth of March, on top of what we are 
already collecting, and that the excise taxes, whatever 
they are, will be collected in '41 when toe bill passes. 

YR. PAUL: That isn't quite my understanding. 

YR. BLOUGH: You mean ' 42 or '43? 

B.M.JR: Let me put it this way. Let's say of 
the seven billion, five are corporate and personal income 
taxes, and those would be collected in •42 on •41 profits. 

YR. SULLIVAN: •43 on ' 42 profits . 

H.M. JR: I meant that, ' 43 on •42 profits, and the 
excise, the t wo billion excise taxes, would be collected 
after the bill is passed . 

. 
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KR. PAUL: Well, that isn 't quite - i don't think 
that is quite an adequate understanding of it, the 
way you have stated i t. 

H.M. JR: Now if you want to argue about it let me 
have Bell in. 

l!R. PAUL: All right . He and I have talked about 
this . 

H.K. JR: Are you ~n agreement? 

MR. PAUL: Yes, as to what the budget message s&fs . 
The reason I mentioned it is because it very much in­
creases the necessities of the case, and I would like 
to explain this one point . You are assuming that we 
begin collecting in Uarch, 1949, but that means t hat 
in the fiscal year of '43 only half of the new taxes 
will be collected. 

H.M.JR: That is right. 

l!R. PAUL: That is, Karch and June. 

H.M.JR: That is right . 

MR. PAUL: Well, the budget message doesn' t talk 
on that basis . It assumes that throughout the fiscal 
year •49, beginning July 1, •42 --

H.M.JR: That is impossible . 

l(R, PAUL: •• •• there will be collect ions - well, 
I agree with you. It is very difficult . It might 
possibly be done by bringing i n collections at the 
source and so on, but that is the war the budget message 
reads . 

H.ll. JR: Than it is writ ten wrong. 

MR. SULLIVAN: And that Sunda{ y;e argued with thea 
about it and asked thea to put in at the annual rate• 
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and I had understood that they were going to, and I 
think I gave you t hat . I think I gave you the impression 
that that was str aightened out and I understood i t was . 

H.M.JR: Well, frankly, I never argue with what you 
tell me. I wasn ' t conscious that there was any trouble 
there because it was perfectly clear in my mind, because 
I was there when the President worked it out. 

MR. SULLIVAN: In reading the bud§et messa~e 
Sunday night at your house , you said, Well, this 
billion, thst means st the annual rate of ." 

H.M.JR: At the annual fiscal rate of. 

(Mr. Bell entered the conference) . 

last 
seven 

H .~ . JR : Dan, just straighten me out, will you? 
Si t down a minute . This extra seven billi on dollars in 
the message , this is the way I understand i t. We will 
make it simple and call it five billion of the corporate 
and personal taxes and t wo billion excise. ~~at I under­
stand is that the additional five billion dollars of 
corporate and personal t axes wil l begin to be collected 
on the fifteenth of March, ' 43 , for the fiscal year. 

MR. BELL: ' 43 . 

B.~.JR: For the fiscal year which runs 

MR. BSLL: Beginning July 1. 

H. \I. JR: Beginning - ­

MR. BELL: Next July . 

H. M.JR: No, you would only begin to take t his i n -
the increase would only start t o fl ow to the Treasury 
the fifteenth of March, ' 43. 

WR. BELL: That is in the fiscal year 1943. You 
will get two payments in the fiscal year of ' 43. 

• 
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H.M. JR: That is right, anc the excise t axes, let•a 
say it is ho billion, would begin to come to the Treas­
ury whenever the bill pas sed . 

MR. I!EU.: Yes, within thirty days or something 
like that, after the bill passes. 

Lffi. PAUL: But that isn' t the way the bud~et reads . 
It reads fi ve billion of collections for the f1scal 
year . 

MR. BELL: Yes, that is right . I don't think it 
is possible and we told the budget people the day we 
were over there that that whole thing should be 
reconsidered and they told us before they left that they 
would reconsider it, and I tried to get the budget 
people yesterday, and I told Lawton that we didn' t agree 
with that, and we thought it ought to be reconsidered. 
He said he would take it up with Smith at a conference 
and have Smith call me . Smith didn't call me , and I t ried 
to get him, so it's left that way. 

H.M. JR: Is it that ~ay? 

MR. BElL: It is that way in the budget. I think 
'llhat happened - I don't thi nk they will tell me this -
I think there is a group of people in the budget that 
f~el that our estimate of sixteen billion dollars is 
too low, and I think they have said, "Well, we will 
just leave the nine billion dollars in here, or the 
seven billion dol lars, and that will take up the" 

YR. PAUL: They may be trying to force us into a 
sal es tax, possibly. 

~ffi . BELL: Possibly. 

H.'~.JR: Well, I just - is that in the message? 

YR. BELL: Yes, sir, and Elliott Bell just tells 
me he was at the conference Saturday and the President 
said in r.esponse to a question as to how much taxes 
this means 1n 194S, and he said, "It means twenty- seven 
billion dollars .• 

' 

Regraded Unclassified



.. 

( 

l 

c 

I 

I 

c 

20 
- 18 -

MR. VINER: Fiscal or calendar? 

lffi. BELL: P!.acal yea.r of '43. I asked him how he 
got it, and he said, "We will tdc e the eighteen billion 
dollars that was already estimated under thMresent 
law, which is sixteen billion dollars of re ar revenue, 
end a billion and somet hing of Soci al Secur ty taxes, 
and the nine billion of new taxes in the budget, and 
it makes twenty- seven billion. 

H.M.JR: Is t hat on the fiscal? 

MR. BELL: I don•t think i t was made plain, but 
it must have been on the fiscal, because that is the 
only basis on which the budget ia --

H.M.JR: Isn't that all right? Isn't he talking 
the same way I am talking? 

MR. HELL: No , no, because that is a collection 
basi s. 

MR. VINER: I think --

MR. BELL: We have been talking here all the time 
about nine billion dollars on an annual basis . 

MR. VIN ER: I think you ought to record your differ­
ence on that in wri ting, and not rely merely on telephone 
conversations . 

MR. PAUL : Well, John and Dan had a conference 
SUnday at which they did their best to try to get i t 
over on t he other basis . 

MR. SULLIVAN: I had under st ood they were going 
to take it out . 

MR. VINER: I would put it in writing. 

MR. ~TLLIVAN : Rat her they were going t o put in 
"at the annual rate of ." 
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KR. VINER: That ia all r ou need, put in •at the 
1nnual rate. • 

H.M.JR: You see, we are having these people come 
down Frida7 morninf, George and Doughton and the rest 
of thea, and I don t think the President - I don't 
think it waa clear. 

MR. BELL: You don' t? 

H.ll. JR: No. 

MR. BEll.: Now, whether Sill th showed t.hat to the 
President at five o' clock Sundt.y enning I don't know, 
but he saw the President tiLat enning. 

H.M.JR: Well, have you got somebody in there now? 

MR. BELL: Elliott Bell. He is going in a second. 

H.ll.JR: I will tell you what you had better do, 
You had better write a letter for 1111 signature to 
the Director of the Budget and siaply say that you 
pointed this out to hla and this ia 1111 position, and I 
have just got to stick t o this position. Now, what i a 
he go{ng to do about it? · 

MR. PAUL: I raised it . I had lunch ){onday with 
Cola following John and Dan's conversation Sunda7. 
Cola showed ae the new draft following that Monday 
noon, and I again preeaed on hl.11. the idea that it llhould 
not be a collection basil or annual program basis. 

MR. BELL: I don't see how they can - the Budget 
can be puahing for a sales tax after yesterday's confer­
enoe with the President. 

H.ll. JR: You saw what the President said? 

MR. BELL: No, I didn't , but Blliott Bell tells •• I verr defi nitely, ~ow don't write down that I &II. in favor 

0 

Regraded Unclassified



I 

I 

c 

I 

I 

c 

of a sales tax, because 
in the budget shouldn't 
have been a part of the 
about selective taxes. 

- 20 

H.Y. JR: Here is the 
reference to the possibili 
later, the President aald 
taxes i n the form of selectj 

l.!R. PAUL: That is a 
was fine for us. 

H.M. JR: The way we 

MR. PAUL: That is ri 
a.nd cents, Kr. l!orgenthau, 
reflects an annual basis of 

MR. BELL: We we1•e 
tbl t . 

22 

He sai d one paragraph 
been a paraeraph. It ehould 

"'"·•"K paragraph to talk 

He uys here, "1n his 
for the need of sale11 tax 
meant to say, ' sales 

excise taxes!" 

1 statement for us. 'rhat 

it is an annual basi s. 

• You see, in cold dollare 
billion collections 

about fourteen. 

that - John told Smith 

H.M. JR: I t hin.k I nn<•llt to call him up on the 
phone and then confirm it writing. Don' t you t hink 
so? 

UR. BELL: Well, I qut 
that you - it is too late t 
think I would t alk --

on the letter. I don 't know 
do anything about it. I 

MR. VINER: It ian' t 

MR. BELL: 

MR . VIN ER: 
rect i on even i f 

"at the rate of" 

'MR. BLOUGH: Is 
you know? 

President about it -­

seem like a technical cor ­
ia in print if you change 
annual rn te of." 

using nine in the tables, do 

MR. BELL : Oh, y , the tables show seven billion 
dollars in taxes and budget summary. 
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H.~: . JR: Don't you think I hac better call him 

MR. PAUL : Call Yr. Smith? 

H.M.JR: Yes. 

MR. PAUL: Well , at least we will find out what 
his decision is . Dan hasn't been able to eet it . 

~!R. KNOLLFNBE!tG: Couldn't you make a memorandum for 
your file, Dan, of these conversations so you would at 
least have that protection? 

H.M. JR: Well , I think foe have got to do this thing. 

MR. PELL: Oh, yes , I could make a memorandum. 
1 ques tion the writing of letters, and I don't know 
whether the President 110uld want to put out a statement 
correct ing the budget . 

H.M. JR: Oh, yes. 

MR. ~ELL: would be? 

B.M. JK: Oh, yes. 

MR. VINER: You mean he would stick to a program 
five billion dollars out rather than correct the budget? 

MR. BELL: You think he ought to put out a statement 
oorre cting i t? 

H.l4.JR: Yes . 

MR PAUL: It c:omes to about five . 

MR. BLOUGH: Yes, we got behteen five and six . 

MR. PAUL: That is near enough. In other words, on 
a - translating the nine billion annu~l krate into a col­
lection basis --
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H.Y. JR: V~ch is the one we are for? 

MR. PAUL: We are for the annual rate basis, the 
annual rate of nine billion. That is about five --

(The Secretary held a telephone conversation with 
Director of the Budget Smith as follows) : 

' 
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Operator: 

HMJr: 

Harold 
Smith: 

HMJr: 

S: 

HHJr: 

S: 

HHJr: 

S: 

c HHJr: 

S: 

HMJr: 

S : 

HMJr: 

I 
( 

Hello. 

Director Smith. 

Hello. 

Hello. 

Har old. 

Yeah. 

January 7, 1942 
10: 45 a . m. 

Good morning. This is Henry talking. 

Yeah. 

25 

We're here and you're on my loudspeaker, and Bell 
and Paul are in the room here with me. 

Yee. 

• 

We ' re in the air, and I wondered it you couldn't \ 
clear us up on this question ot the seven billion 
dollar taxes. All ot our boys were under the im-
preeeion, and I wae when talking to the Pree1dent, 
that that was on an annual rate basis and not on 
a collecti on basis, and the difference is about fiYe 
billion dollars. 

Well, I - ot course, the language or the par agraph 
ie, perhaps, a little contusing. I understood him, 
and the thing came up again, there was seven billion 
ot taxes. 

Yeah. 

That he was asking t or seven bill i on of taxes 
next year. Now, it depends, i t seems to me, on 
the tax system, whether it'e advanced collection 
or what-not, whether - how much or a spread there 
le between tax collection and tax liability. 

No, lt' e - our men here say on the annual rate -
and that ' s always the way that we've figured, 
and the President's always tlgured that way; and 
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1t would be eeYen-n1ne b1ll1on, JOU see. 

Yu. 

And 1t 1t vae on the oolleot1on bae1s, 1t woul d 
be tourtean. 

26 

Well, but nov, take the two billion dollars 8oo1el 
SeouritJ tans. 

Yeah. 

There's no trouble about thAt. 

Wait a ainute. Let ae aelt that. ('l'allts aside ) 
Ie there? What? 

They all saJ t here's no arguaent about the two. 

Yeah. It Congress aote on it i n a reasonable t1ae. 

Yeah. 

So that then Jou1 d have the problem ot the enen • . 

That' e right. 

And it eeeme t o ae then that depends upon t he lt1nd 
ot 8Jetea. That ie, ae I got it, the Preeid.ent vas 
th1nlt1ng about eeYen - aelting t or eeYen billion 
dollare ot taxee 1n 142 - r ather, ' 4}. And that 
vas a goal. to shoot at. 

That' • right. 

And, nov , tor inetanoe, it it would appear that 
taxes are ooming in by the time the b1ll vae ready 
or thereaboutl, the tear that the Preeident'e eeti­
Mte ot reYenue vae l ow - vbioh we th1nlt 1t 1e -
then there m1ght be soaething leee than ee•en. 
In other vorde, there aight be eoae adJuetaent 
there. But I think he vas ebooting at ee•en tor 
14}. Didn't J OU get that out ot the d1eouee1on • •••• 

Well • .••• 

••• •• that we had? Maybe it wasn ' t too complete. 
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Vall, it - what I got vae thie, that he - baoauea 
I vaa there wban he took that eighteen and diY1dad 
it b7 halt and got nina. 

Yeah. 

And that be vae talking aeven tor the t1aoal year. 

Yeah. Tbat ia, be aa1d we've got nov - or he val 
ua1ng the eighteen billion eetimate. That'll be 
the aaount ot re•enua, the total we'll get under 
the present tax eystem. Nov, I'm going to auggeet 
that we increase that b7 titt7 per cent. In other 
words, we'll add nine to it. 

Yeah. 

So that - my teeling vae, that he vas asking t or 
nine billion ot new taxee tor '43. 

Check. 

Now, I don't think there would be much- I don't 
think the language- 1t may be that the language 
could be interpreted ae· euob, but I think that 1t 
would - he aa1d really what he meant vas new taxee. 
Nov, 1t the present revenue eyetes will ~roduoe 
more than we eet1mated, t hat would mean, I would 
take 1t, lese 1n new taxee. 

Now wa1t a minute. Let me aak Dan and Paul. Do 
you mind Just one eeoond? 

Yeah. 

Juat one second. To ue , 1t 'e damn important 
beoauee we've got t o go out and get 1t. 

That's right. 

So 1t you Just don't mind waiting one minute. 

Yeah. 

So tar they say okay. There' • no d1eagraesent 
up to this po1nt. 

Yeah. 
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But the point that worries us, you see, is that 
it the meeeege ie written the vey ve think it 
ie, the yeople will interpret it that this ia 
on a collection basis; and t hen we're in the soup. 
You too. 

Yea.h. 

And I just wondered whether something couldn't be 
g iven out to clear that up, because we've invited 
Walter George and some Republican that he's going 
to bring, and Doughton and some Republ i can to start -
and 8tam- to start Friday ••.•. 

Yeah. 

••.. . to build a system which ve interpreted, but 
we oan't do it wi thout the backing or the President 
and yourself, and we 'd raise a minimum ot the seven 
billion dollars. Now, it ve get anything over that, 
t hat's velvet. 

Yee. 

But the boye say that the vay the newspaper men have 
told them that have come in, and Schwarz was there 
from Treasury, that we ' d have to go out and raise 
seven, plus another five. 

Well, you mean that t he legislation would - well, I 
tell you, my only understanding ot the thing vas 
that the President wanted so much i n new taxes; 
and I thought he meant, since he used the eighteen 
billion ot actual tax collections, that I thought 
that he meant that he intended to raise and have 
available t or 14), as the thing stands, a total ot 
nine billion dollar e . Seven tor the general budget. 
Now, I wouldn't want- I jus t wouldn't be clear on 
how that ought to be modified. Now that - I don't 
think it was on a ta.x liability basis, in hie thinking. 

Well •••• . 

Bu t I'll say I'm not one hundred per cent sure. 

Well, now, what - Paul Just gave me on a piece ot 
paper thi e. He eaid, "!'he legiSlation wh1oh would 

• 

' 
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produoe aeYen in ' 4} at the annual rate would 
haYe to be written to prodUce fourteen.• 

29 

Could we add it - oould we - well , or course, no 
one knowa how aoon the bill would get through; 
but oould we, it a bill were to get thro~h early, 
could we take the - deduct troa that the 4} reYenue -
or '42 re•enue, that would come in? 

Well, what I would like you to do , you see, 1s 1t 
aoae etateaent could coae out or your ottice today •. ..• 

Yeah • 

•••.• in which I'a willing to share the responsibility 
with you - I mean, opposite the President - that th1a 
ia on an annual rate. 

Yeah. 

And then as t a r as I'm concerned, I can go to work. 

Yeah. 

See? 

Yeah. 

I mean, it you would simply say that this meant 
that thla was at an annual rate or seYen billion 
dollars, you see? 

Yeah. 

And I ' ve neYer heard the President talk in any 
other language. 

Yeah. But the only contliot that ' s in -r mind ia 
the taot that - it was the way he approached the 
thing, and he wanted so auch in the way or new taxes, 
wb1oh I t ook he meant new reYenue. 

Well, aay, auppoee that we get together with Bell 
and Randolph Paul , a.nd see what kind or - aee what 
sort or atata•ent we can work out. Isn't that the 
thing to do? 

' 
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~t ie, and the eooner tbe better; beoauee it 
it could ocae out •...• 

30 

I would rather !eel, it poeeible, I'd like to 
oheck with the Preaident on that. I'm a little 
bit in the tog on it. 

Vell, you get your- well, couldn't you work out 
a ttateaent and then read it to him? 

Yeah. 

When do you want to do that? Because I think the 
aooner the better, beeauee I •.•.. 

Can the boys come over now? 

They can come over now. 

Yeah. Good. 

They can come at onoe. 

Yeah. Fine. 

Because it it oomee out tomorrow, then it looks ae 
though we've made a bull, you see, and that we've 
gotten soared. 

Yeah. 

But it it wee given out immediately, why, then it 
would be juet an i nterpretation. 

Xeah. All right. 

They oan come over at onoe. 

Yeah, tine. Good. 

And ae I eay, talking tor myeelt, ay interpretation 
i e that he meant seven on the annual rate bae1e. 

Yeah. 

Beoauae to - I eay th1e in tront ot my own men -
I had a great argument with them on the seven. 

' 
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Yea.h. 

They'll tell you that. 

Yeah. Olta)'. 

And they Just thought that that vaa too high, 
and I aaid, •Well, that's what the Preeident 
told me and I agreed to it and that ends it .• 

Yeah. 

31 

But nov it ve boost that and go to - and ask tor a 
t ourteen billion dollar bill, I don't think we've 
got as much chance ae a snowball i n hell. 

Yeah. All right. 

Bell and Paul will come right over. 

All right. 

Good-bye. 
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KR. PAUL: Then let me suggest that if you have got 
the time, ~. Secretary, that ~e go on and develop 
with the others the question of sales tax attituae 
and also )(r. IOlollenllerg wants to give, you a spiel, a 
regular speech, on tax exempts. 

H.Y.JR: Wonderful . Look, in the room here -­

MR. RELL: I think he has talked to the President 
about it , too. 

H.M.JR: You think he has? 

' liR. VINER: I don' t think ao. 

MR. SULJlVAN: He told me Sunday night over the 
phone that he was very much worried about that total 
of nine. 

<:) MR. VINERz Randolph, talk in terms of that table 
you referred to. That makes it most complete. 

I 

l 

0 

liR. PAUL: Which one? 

liR. VINRR: The one that Dan says hes the thing. 

H.M. JR: Look, now Dan, you are not going to like 
what I am saying, aee . 

MR. BELL: I always like what you aay. 

H.¥. JR: No, you are not going to. Harold Smith 
ian•t telling the truth, and I have seen him do this 
to a number of departments in the last week, and he was 
caught red-handed. He just isn ' t tellin& the truth. 
Now, you have got to force this i ssue ano if he won' t 
put it up to the President, I will, you see . 

liR. PAUL: Well , I will tell you this, if you 
don•t , and you want your seven, you are going to have 
a terrific preasut•e for sales taxes, because it ia just 
str aining the --
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H.M. JR: Well, he is not playing on the ~vel and 
he is not telling the truth. Now, you might just as 
well - and tell him this, that if he won't put this 
statement up to the President, I will. 

MR. RELL: He spilled the beans as to what his 
thoughts are . He th1nks the revenues are low. 

MR. PAUL: He gave that away, 

MR. BELL: He gave that away. He thinks the six­
teen billion ought to be eighteen or nineteen. 

H.H. JR: 
thing to come 
ou:;ht to come 

He is not tellinf the truth, and for this 
out tomori'OW is oo late . Thi s thing 
out at once . 

MR. SULLIVAN: In the afternoon papers . 

H.M.JR: Yes. 

MR. EELL: You see we went over to have our con­
ference --

H.1!. JR: I would much rather call up the President 
myself, because I would get i t to him direct, rather 
than have Harold Smith do it, so if he hesitates at all, 
simply say, "Is this statement agreeable to you, writing 
i t the w~y we want it9 If you hesi tate about calling 
up, 1{r. Yorgenthau will call up t he President, because 
it is ridiculous to ask us to go and ask for fourteen 
billion. 

MR. PAUL: Fourteen may be a little high, but it 
expresses the general idea. 

H.M. JR: Well, it is ridiculous . The President 
never had that in mind . 

J.IR. KNOLLENBERG: '1\'hy don't we say tllel ve or thir­
teen in talking? That is about what it will be, so 

' 
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we won't be in a position where they can whit t le us down. 

MR. SULLIVAN: I think he talked to him Sunday. 

MR. BELL: That ia right . Of course we clldn' t see 
bow i t was fixed in the figures . The only thing we saw 
was the message, and John made a very strong point of it. 

' 
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Excer t from J,fr , Schwar z ' s cormnents on the President • s 
January 6 Press Conference . 

TAXES - Asked how he had arrived at the $7 ,000,000,000 
f igure for additional revenue, the President said (1) he had 
asked the maximum that could be raised and (2) would the 
country stand for it. 

He said he would favor "changin:; the whole works" on excess 
profits taxes ro.ther than r etaining one of the pr esent methods 
of computati on but \'/anted assur ances that small comnanies in 
debt would be protected . He cited the Coca Col a Company, which 
he asked be described as Corporation X and asked 11hether it was 
fair today for original investors to be getting 100 per cent 
returns . He said there r1as nothing dishonest about it, that 
everybody who could get such high proceeds from investment 
durin~ the gol den era of the '20's, but that such profits 
cannot be tolerated under war conditions. 

Asked specifically about mutual insurance companies and 
their corporate taxation, the President said he r;as willing 
to see them h~ve certo.in privileges if they are t ruly mutual 
but that some are called mutual and ain't . Depletion allowances 
in many instances amount to a scandal , he said. 

In his reference to the possibility of the need f or sales 
taxes later , t he President said he oeant to say "sales taxes 
in the form of selective excise taxes . " These he favors because 
they (1) raise revenue, (2) help to put the brakes on inflation 
o.nd (3) Provide for hast:/' removal of the brakes if we run into 
a deflatlonary periou. By "later " he said he might mean tomorrow 
or any t ime in the future . 

Tne President answered i n the negative a question as to 
whether he contemplo.tea asked the States to relinquish some of 
their sources of excise taxes . ·,·/i th re~pect to propose~ 
"flexibility in the tax syste;n, " he turned to Harold Sni. th, who 
said that Congress mi &}lt be asked to set a series of rates for 
many t.fpes of taxes and be in position to raise or lower them 
b;r sim~le resolutions r1ithout undergoin1 p1•otracteci. hearlnfls. 
klso , as to timing of collect ions , tho Treasury might be e1ven 
t~uthority to move ahead collection dates or require monthly 
instead of quarterly payments . 
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Seven billion coll~s is our obj ective in new 

tax co l lections in 1943 . In view of the ver y la rge 

expansion in war produc t ion for which di rectives 

37 

were issued within t he las t few days , it is est imated 

t hat a billion dol la rs additional should be added 

to the present budget estimr t es of collect ions under 

the present tax l R.'N . Therefore , aporoximately six 

billion dolla rs of new r evenue will be r equir ed by 

new ta~ legislation . 

' 
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January 7, 1942 

(Dictated by Mr . Blough) 

!t 1:05 p.m. , with Kr. Daniel Bell Kr. Sullivan, Kr. 
Randolph Paul and Kr. Blough in his office, the Secretarr 
called Kiss Tully of the President' s Staff. 

The Secretarr said that in the conferences which he had 
had with the President in talking about the &mount of new 
revenue to be raised, the President had looked at the revenue 
of $18, 000, 000, 000, and had said that the tax program would 
be to add 50% to that or $9,000,000, 000, two billion t o come 
from social security and seven billion f rom taxes; that at 
all times he under stood that the President was talking about 
that as the tax program to raise $9,000,000, 000 on an annual 
basis . 

However, the Budget Message as wri t ten calls for nine 
billion in collections during the fis cal year of 1943. 
If nine billion is to be collected during that year, it will 
be necessary to have a tax bill calling for 13 or 14 billion, 
since a large par t of the taxes would start t o be collected 
Karch 15, 1943, and only half of a year ' s taxes would be col­
lected before the end of the fiscal year on June 30th. 

The Secretary continued by saying that on Sunday Kr. 
Sullivan and himself had talked with the Director of the 
Budget , and had pointed out the discrepancy, but that the 
ohange had not been made and that $9,000,000,000 collections 
appears in the Budget Message as it was sent to Congress , Kr. 
Bell, Mr. Sullivan and Kr. Paul spent two hours this morning 
talking with the Direotor of the Budget end trying to get him 
to see what the problem was, but he refused to see it - not 
because he didn ' t see it but because he didn't want to see 
it. 

To raise the $9,000, 000, 000, it would be necessarr to 
raise the income tax. The Secretary said he did not know 
anybody who received $75, 000, but there might be somebodf 
like that. For a married person with no dependents and no 
deductions and an income of $75,000 a year, the tax under 
present law would be $36, 000, while under the program to 
raise $9, 000, 000, 000 it would be $47, 000. If it was neces­
sary to r aise 13 or i4 billion, the tax would be $56, 000. 
These figures are exolusive of New York State income taxes . 
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. The Secretarr said that he felt that the Director of the 
Budget had put one oTer on bU. 1n this aatter &Dd that he 
felt ~ sure he had put one oTer on the President. He aaid 
be waa used to bulng people put things onr on hia, but be 
didn't tbl.nk the President wu used to it. He aaid the ru-
son Kr. Salth w&nted the $9,000,000,000 collectiona 1n fbc&l 
1948 h beoauae be w&nted a s&les tax. The Prealdent hu ntoed 
the s&lea tu &nd bu &lW&fS been ag&lnst one &nd 1a ag&lnat 
one now, but unless the inco•e tax is to be raised so that it 
reaches the $56,000 figure a salea tu will be neceaaar,r, &nd 
that h what Kr. Salth w&nts • 

.......... .... 
" 
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This is the information which the 
Secretary had before him when be 
telephoned Grace Tully today . 
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P&RSOIW. INCOME TAX 

Married man, no dependenta, t 75,000 net 
1noome, max1mua earned 1nooae credit, 
no deduot1ona. 

l'edera1 Income 
Tax 1/ 

Preaent law t }5,999 
Pl an to 1ncreaae peraonal 

1ncoae tax yield b7 
t 2 b1111on ~7,67~ 

Plan to 1noreaae peraonal 
1noome tax b7 t~ b1111on 

State 1ncoae tax, 1t' an.J, would be 1n 
add1t1on. 

41 
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TJ.e Secretary said to let ;ou 
reed tl.is . 
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uill you 
(_co ~ . ... 9 \ ) 

plP.ase return to me . 'l'henx 
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Hello. 

Go ahead. 

Hello. 

Hello. 

Harold 5m1 th. 

Yes. 

January 7 , 1942 
2:54 p.ll. 

43 

I Just-want to t ell you eo that ther e'll be no 
mieunderatand.in,, I wae ter ribly disappoi nted 
that you couldn t aee our viewpoint on this esti­
mate on taxes, see? 

Yes. 

And so I called up Hyde Park and lett word up 
there how I f elt about it. 

Yes. 

And I wanted you to know t ha t . 

Yes. Nov, you want- I don't wan t any misunder­
standing on it either. I r ealize t he d1tticulty, 
but I'm more or leas convinced. Now, i t the 
President want to change hie mind on i t, it's 
perfectly all right vith me. I 'm convinced that 
he meant on a collection baaie, seven bi llion 
dollars; and par t i cularly in light ot this 
expended progr am, vhich in connection v1th Stacy 
May was up several million before the figures 
vere finally being eent to the printer , or even 
a tter they vere. Nov, tha t was my understanding 
what he wants. Now, it you'll look there at the 
message, you'll see that it saye •collected". 
Then we set about trying to tind some way ot 
easing ott the estimate eo t hat would reduce i t. 
And I haven't a dar ned thi~ to go on, you eee , 
that indicat es that he wasn t thinking ot collected, 
but I didn't realize, I think, that you had in the 
past always talked to him on the baei e ot t ax 
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l1ab1li ty. 

Yea. 

I think that' e where the alip came up. Then the 
other day Vben ve vent over th1s with your boys, 
I can 't ye t t igure out, because we were consi dering 
words right down to the last ditch, as to wby that 
wasn't picked up and ¥by it vaan't changed. 

Yeah. 

I th1nlt we thought that that's what the boas meant, 
you aee. 

Well, or cour se, it ~eans i n the one case asking 
t or about a nine billion dollar t ax bill and l n the 
other case asking t or something between twelve and 
rourt een. 

Well, I don ' t think i t does unless • .••. 

Well, or course, that's what our people reel , and 
they're very empha tic about i t . 

Yea. Well, t he two is out, so you've got a problem 
or eeven. That is, I don ' t think that poi nt - I 
think t ha t point can be over-emphaal~ed. 

Oh, the two ie out. I agree wi th you. on that. 

Yeah. 

But then •••.• 

You've got a problem or seven. 

Seven, and they eay it 1 e any- t hey th1nlt it's up 
to maybe - the tigure they gave me - up to t l ve 
bi llion more that we've got to aalt tor. 

Uh huh. Depending on I euppoae ••... 

And •••. . 

••••. the tax etruoture. 

And, or oourse, the Henderson people reel ver y much 
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aore etrenuou117 than our tax people do that we 
ebouldn't baYe aeked eYen tor the 1even. 

Ye1. 

You know that. 

' Yea, I do, but we have eoae feelings oYer bare in 
the Budget about it, too; naael7, that Jou get 
tb1e prograa up and if we're eYer going to collect 
taxu and at a t1ae when people are tairl7 willing 
to do it, eYen though it dOll oau1e hardah1p, I 
think we have to look out a little bit tor financial 
integritJ ae well aa - ot the situation - aa vell 
&II. • • • • 

Well, of oourae, I feel that's •1 reeponaib1litJ, 
and I think I've done that for nine 7eare ••• •• 

Yee. 

•.•.• with ver7 little help troa an7bod7. 

Yee. 

And ••••. 

Vell, we want to be helpful. I'Ye realized that ••.•• 

And all I want to know 1e - I aean, what the oarde 
are and I don 't want to be banded a joker. 

Yeah. 

And, tranklJ, I feel that'e what I've been handed. 

Uh huh. Well, I'a aorr7 there ' s an1 a1eunderetanding 
about 1 t. 

Vall, 1t'e a treaendoua aieunderetand1ng; and when 
Senator George and Doughton ooae in on i'l-ida7 to 
a1t down- I aean, 1t1 a a queet1on of vbat we oan 
do and the effect of the thing, and if - I'a being 
Yery trank w1th 7ou- I aean, either we 1n the 
Treaeury carry the ball or we don't. 

Yeah. 

• 
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And - but we can't one minute be aeked to raiee 
seven billion and the next ainute be asked to 
raiae aaybe fifty per cent mere ••••. 

Yeah. 

••... without even being oonaulted. 

Yeah. Well, I think it ' s unfortunate it that'• 
what the Preaident meant that the 1aeue waan't 
made ot it when we bad a chance to make it, and 
it - hie tax meeaage eaid one thing, and 1t he 
bad something differently 1n aind, w~. my goab, 
I would have been the tirat to have written it 
down; and I think Sullivan raiaed the queation 
when be waa over here. 

Yeah, be aa1d he d1d. 

Yeah. 

I'm alone now. Nobody ' a in here with me. 

Yeah. And I don't know quite w~. because ws were 
getting right down to worda - qu1 te w~ the thing 
waen' t changed then and there, unleee we felt that 
was the iesue; and then when the President went 
over it, I didn't - tor eome reaeon or other­
hit this tax l1ab111t7 thing right on the bead; 
eo JOU eee I can 1 t trutbtull7 ea7 that apeo1tioall7 
that was cleared. But evidentl7 when we talked to 
the Preeident, JOU auet have been thinking ot tax 
l1ab1litJ • ••.. 

Well, we've never dealt with anything alae. 

•••.• and I waa thinking ot tax oolleoted. The 
President wae aa7ing taxe1 collected. Be went over 
the table in the Budget. Be aentioned it reeterd&J. 
The newepaper people said, 'Will th1e mean about 
halt ot thie program 1e going to be paid t or ae 1t 
goee along?' And the Prea1dent ea.id eubstantiall7 
7ea, and then we deducted the Social Seourit7 eide 
ot it and eo on and eomething leee than halt. Well, 
it waa - there Just haen't been a thing in the pi cture 
that he'e gone over that ind1oatea to me that he 
waa thinking ot tax liability. Now, be &aJ have had 
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a aen'al elip on i,, and I, perhaps, eould haYe 
nailed i' - I think rou ahould ha•e ~led it men 
we were taliing ~ hi.a - and I Jus t coiiiJ)letalr 
al1p~d up on it. 

No, I told hi a - I aean, he cUdn' f tali - he Just 
'al.lted t o taka halt ot it. I don t thi.nk i' vaa 
up t o ae at all, bu' our bora 8&7 on Sundar thar 
detinitelr poin,ad it ou' ~ r ou, and tiler let' no 
doub' 'hat r ou had 'he laa' chance to aee hi.a. 

Yeah. 

So I - I aean, I d1 dn't - except tor that one con­
terence, I waan' t peraitted to be i n on anr ot the 
othera eo ••••• 

Well, I think we ehould have - I tllinlt there vas 
a little bit - it vae Just a li,tle bit t uzzineee 
on the ieeue there. It'e not clear. 

Well, it'• an avtul big ieeue, and I •• •.• 

Well, I think it ought to be - I certainly think 
it ought to be cleared, and you ba•e set out to 
do that. Nov, it r ou - vha t did you think ot tlla t 
etatement. Would tha t help. 

No. No, it wouldn 't. 

Uh huh. 

And - I think the President Juat has to aalte up hie 
aind what he meant, and - at least he knowe about 
it now. 

Yes. 

And I don't know what he ' • going to do, bu'····· 

Yeah • 

••..• it he ' a- I dictated it c•er the pbone a nd 
i'''- thia queation ot a liability or collecti ona 
on an annual balil- and he'e got i t and ••.•• 

Well, tba''' t he main thing. I'• eorrr that ••.•• 
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•••.• he oan deolde nov. 

Yeah. 

And I do hope - I wiah there ' d be eoae ve:r that -
on the tax end - where we'•• got to go out and 
aake the aiz aontha' fight on the Hill that we 
would haYe a ohanoe and not haYe - eo there oould 
be a difference or three or tour billi on dollara. 

Yea. 

A t147 aua. 

Yea. Well, I don't - I don't think that - I 
aean, aYer:r effort, I think, we -de to Olear 
lt, but there wae eoaa elip and it all adda up 
to the bon ea;ring what he aunt, and I think 
he did; but on the other hand, if there'• an;r 
wa:r or looaening up - •7 own feeling ie that we 
oan - on thie taz thing - we oan perhaps do Just 
what the people ha•e been doing on production; 
naael;r, aiesing the ball. And if there's ever a 
tiae that we'Ye got a ohanoe of bringing in eome 
tax aone:r, it ia when we're throwing fifty-six 
billion dollara into the eoonoa:r: and I oan't be 
too auoh iapreaaed with the arguaent, we 'll say 
ot Gilbert

1 
who expeote to oontrol the whole thing. 

You aae, I a thoroughl;r aware of these arguaenta, 
and they'•• been going on tor eix aonthe; and eo I 
haYe to haYe eoae Judgment in it, too, and I'a 
thoroughl;r aware and thoroughl;r conYinoed that 
we cannot oontrol thie eoonoa:r on the balie or 
prioritiee and rationing, and that'e the Gilbert 
the ail. 

Yea. 

And I think it goea too far. 

Well, I acree with ;rou. 

I think ;rou agree with ae on that. 

I agree with ;rou on that. 

Yeah. 

Regraded Unclassified



DJr: 

Ill 

fOUr: 

8: 

IIKJr: 

8: 

RMJr: 

8: 

IIKJr: 

8: 

BlUr: 

8: 

HMJr: 

I 
II: 

IIKJr: 

. . . -

- 7- 49 

Bat on \he other baDd, I don't tnow wbe\ber {ou 
&1'1'" w1 \b ae on \hie or Dot, bat I \b1Dk 1 t 1 
•P w tbe Pree1dent tp •AT w •, "low IIUoh -
whet'• the -x111U8 fOil oan zoa1eet• 

Yeah. 

Aftd then tor ae to g1Ye b1a a f1111J'e. 

Yeah. 

And \beD \ble· would be the urn t1ae \bet be 
bae not \&ken AT f1pre, and I'•e al...,-e been 
b1gber \ban be bae. 

Yee. 

ADd, ae I N.J, I fl'anklf \hi Ilk 1 t' • up to the 
Treaeul'f to g1 n b 1 • ~ t figure and not the 
Bureau of the Budget, and we algbt aa well call 
a epade a epade. I don't 1aag1ne fOil agree with 
ae, but .. . .. 

Well, I haven't d1a~reed with fOU, but I do think 
we baYe to - that we re not Juet 1ntereated 1n -
we're not a budget at all - we're not Juat 1ntereated 
1n the expenditure 11de or 1t, and partio\llarlf at 
noh a 41ff1oul t Uae. 

I agree w1 tb fOU on tba t. I think f Oil abould eee 
all 114ee of 1t, and otberw1ae fOU wouldn't be 
O&l'l'f1118 out f OUl' f unction. 

Yeah. 

But the onlf th1ng - 1t f OU put fOUI'aelf 1n 8J 
place where en1'1bo47 1n the Tre&IUJ'1 vaa OPPOII4 
to ae on the eeven b1111on figure and I overruled 
thea on \bat • . .•.. 

Yeah. 

I aean, every a1ngle man 1n the Treaaurf wee oppoaed 
to ae. 

Yeah. 

ADd I ~d eeven b1111on, Which wae two b1111on 
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And then auddenlr t1nd on top ot that another 
three to t1Ye. 

Yeah. Well, I don't - aa tar as I ' • concerned 
I hope that lt will be adjuated the way rou want 
it, and I don't b&Ye anr atrong feeling on it 
only I th1nlt we ought to reiae taxee theee dare, 
and I'm going to haYe Juet as such ditticultr aa 
anrbodl' in paring thea. 

Well, I want to aee thea raiae up to the point -
I don't want t o lt1ll t he gooae. 

Vall, that's right. 

I don't want to lt1ll the goose. 

That' a right. 

And- well, it's in h1a lap, and I wanted rou to 
know .. ... 

Yeah. Well, I don't th1nlt we d1eagree, and I'• 
aorrr that there aeaaa to have been at aoae point • •••• 

But I wanted rou to get it troa me that I called h1a 
up and I waa d1eappointed. 

Good. Well, I ' • glad rou did . 

And it's un there. I aar never hear troa it again, 
and what I 0ll do God onlr ltnowa. 

Yea. All right. 

Thank rou. 
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TAXES AND THE PRESIDENT'S WDGET l.IESSAGE 

Present: Mr. ~llivan 
Ur. Paul 
1!r . Tarleau 
Mr . Knollenberg 
Wr. Blough 
Ur. Viner 
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MR. PAUL: We were in session with Stam. We ex­
cused ourselves and told him you wanted to see us. 

11R. SUU.IVAN: I called 1!r . Doughton and he was 
sweet as pie, and said he t houppt there must be some 
misunderstanding, and they have given him an alibi for 
not ~etting their work done. I asked him if he would 
get 1n touch with them and find out any specific instance 
where they had asked for anything they hadn ' t gotten. 

11R. PAUL: l!ay I make one suggestion? How much 
time do you have now? 

H.M. JR: I have got twenty minutes. 

MR. PAUL: I would like to use some of this time -
we covered some of the ground, but I would l ike to 
use - I think rre ought to tell you a coUJlle of things, 
and then - the first thing I think I might tell you is 
very recent. Stam came over this afternoon, and we 
passed the buck back and forth a couple of times and it 
was quite clear to me that his idea of an all-out tax 
bill reflecting the Hill idea is about five billion, 
tops . 

Now, the other thing that I wanted you to give as 
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much thought to as possible, as to how to deal nit h it , 
is this sales tax pressure which is going to come all 
the more with these higher figures , and how you are 
going to deal with that Friday. I think we should take 
a very firm stand against it . 

H.M.JR: Yes . 

!JR. PAUL: !low, another thing that I wanted to 
do this morning which perhaps might be done now without 
John and I here would be to discuss this question of 
tax exempts. Knollie has preiared some very good 
material, and I want him to g ve you a--

!JR. KliOU.EliBERG: I haven 't any speech on it. Don't 
get that impression. 

H.M.JR: That is all right . I will listen. I 
gather you (Paul) want to go back to Stam. 

};IR, PAUL: I don ' t think we need to be in on this. 

JAR. SULLIVAN: I think we should. 

H.U.JR: Let me tell you this before you go. I 
called up the Director of the Budget and told him I 
would call the President. I said, "I want you to hear 
it from me ." Well , he rve me a long song and dance 
and tried to say t hat i was up to me to t ell the 
President that this wasn't right, so I said when did 
I get a chance to tell the President? So he said, •Nell, 
of course Sullivan did point it out on Sunday.• I said, 
"I know he did," and I said, "You saw the President 
last, and why wasn't it your responsibility?" And then 
in a very quiet way, I said, "The thin$ that I ob ject 
to most strenuously is being ha.nded a JOker ." ·~.Vell 
we have got certain responsibilities ," and I said, 
"Granted," and I know the Gilbert report, and we have 
got to get - and I said, "All granted, but I don't 
ICnow whether you a~ree "ith me or not . "It is still the 
Treasury' s responslbility to go up and every year so 
far I have always asked for more taxes than the Presiden~" 
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but, I said, "Sure, 70u oan think about the taxes, but 
it is our responsibilitr and we have got to raise it . 
We might must as well understand eaoh other .• •well, 
it was one of those slips. " I said, "A ali~ of about 
three to five billion. That is some slip. He tried 
bia beet then to pin the thing on me . SO I said, 
~ell, I thou~t 70u said Sullivan pointed - he said, 
"Yes, he did. ~ell," he said, •one of the bo7s 
down the line - of course 7ou think on the basis of 
the fiscal 7ear, and I just don't, and I didn't know 
how 70u thought, " but he says, "I am sure that the 
President wanted it the ~ I had it, and we have got 
to get more mone1 and so forth and so on.• He went 
on and on and on, so I got over two things to hill in 
a veey nice, gentleman.li manner , one, that I didn't 
like bain? handed a joker and, two, that the final 
responaib1lit,r for how much taxes was ours. I said, 
•we named a figure and that settled it. We will go 
after it . 1!/e can't have the thing shift ed." ''Well, • 
he said, "I ~on't feel badl~, whatever way the Presi­
dent decides." So I said, 'Well, at least you know 
I have called the President, and it is up there now 
in his lap." 

JdR. SULUVAN: Dan asked him three times if this 
particular point had been raised with the President 
Sunday afternoon. 

H. K.JR: Three times? 

WR. SULLIVAN: Yes, and the question was never 
answered, was it, Randolph? 

H.:tl. JR: Well, what I am going to do is, and I 
think I will ask Dan to do that, I think Dan had better 
write a t elegram for me to the President tomorrow say­
ing these people are coming in. "Now, this is the 
interpretation that we are giving, as to how much taxes 
we need. Now, if that isn' t right, will you please let 
me know. " 

MR. PAUL: We might take a look at that draft, 

_T.. :- • ' 

j • • ' '.· 

•lf . 
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not that it is necessary, particularlf-­

R.M.JR: Oh, yes . You mean for Dan? 

MR. PAUL: Yes , after he has written it. 

54 

R.M.JR: Don't you think he had better do it, in 
the budget language? 

L!R. SULUVAN: Yes, I do. 

H.M. JR: And I will tell him to show it to you. 

WR. PAUL: I just wanted to be sure. 

H.M. JR: I will tell him to show it to you. 

MR. VIN"'t.R: There is a way in which Roy suggested 
this mornin~ that we may bring the Budget Bureau and 
our own pos1tion together if it is necessary to do a 
rescue operation, and that is by making the advance 
collection proposal as part of ou.r program that we 
present on the Hill. 

MR. PAUL: But that won't bring it quite together ; 

(The Secretary held an unrecorded telephone con­
versation with ~. Bell.) 

H.U.JR: He agrees . 

MR. PAUL: There is only one thing that we - I 
think Jack was starting to say it, and I think it ought 
to be clear in your mind, whatever you do, that we can 
partially come together by applying withholding at the 
source and also with this--

H.M.JR: Listen, old man, look. This man Harold 
smith has aone something which I think is outrageous, 
and I am not goin~ to pull my punch to adjust lllfself to 
him. I am not go1ng to do it. I am just not going to 
do it. And it is much deeper. He has t aken the position 
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for over six r:~onths no'.7 that he shouH say ho11 :nuch the 
taxes are . .:ell, non, he couldn' t do it or enly, so he 
did i t hiddenly, in a hidden nanner . He has taken the 
nosition as Director of the Budget that he should saJ 
how much we should snend and how much we should collect. 
He has been doin3 that no11 - but he couldn't do it in 
m7 presence, ~o he did it in an underhand, tricky canne~ 
so I am not ~oing to make it easy for him. 

i.ffi . SULLIVA!l: I t hink ;ou are absolutelJ right, 
;.;r . Secretary . 

H.J.:. Jr : 
inz me. 

You have heard it , and you have been tell-

MR. SULLlVAN : Yes , and the net effect of 1~hnt he 
has done here 'as t o !lbsol utely cramp our style so that 
ue vtill be obliged to do one of two thin,_1s or perhaps 
bot h, a sales tax and a very high r ate or withhol ding 
t ax and that is the trouble . I mean, he has l aid down 
limits within which r1e have to operate if we are to 
follow hi s interpretation, and I think it is a very 
fundamental fight on a principle that it has got to 
be settled the rieht way or there is r;oi n; to be trouble 
every minute from now on . 

!.lit. VHIER: It isn' t a quest ion of interpretatio~ 
any more . I have ~one throuvh all those . tables, an~ 1t 
is inte~ated in arl the tab!es . There lS no questlOn 
of it . '·It is not merely a question of wordi ng. 

!.:l. PA.UL: lio . 

MR. VI!IER: It is built in all t he tables . !ie is 
estimating that the new taxes are goinb to produce 
seven bill ion dollars new revenue in the fiscal year 
'43. 

~. PAUL : Collections . 

:a. VI:iER: Collections , yes . 

H . ~I . JR : He kne1r that all the t ime. 
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!JR. SULLIVAN: Oh, he absolute~ did. 

l.:R. PAUL: Well, the first to.ble th11t they presented 
to you, and I have a copy of it is on a liability basis, 
that is , it is on our basis. 

MR. VI NER: Is it? 

MR. PAUL: Yes, it is ri~t here . 

MR. BLOUGH: It is ten billion dollars . 

UR. SULLIVAli: One other thing you should k:now-­

H. i.!. JR: This is a funda::tentlll thing. 

UR. SULLIVAN : Yes, it is . This is t he fight to 
see who is going to run taxes. Either you are goine to 
run them or Harold ~th is goin~ to run them. You 
can't run taxes when he is laying do\'m how much you ar e 
going to collect in one year . 

H.M. JR: No. 

MR. SULLIVA!~ : Not when you are up in these figures . 
!low one other thing I think you ou~::ht to know that 
developed this morning, particularly in relation to 
what Mr . Knollenberg i s goin; to discuss, P~dolph says , 
~"ell , you took three hundred million away from me 
when you t~~ew out the taxation of outstanding state 
and munici"oals~and &nith says, ~1'/ell, I didn't do that , 
your boys did that. That is in accord with his view. 
I think the President wanted the tax on outstanding 
state and municipal s. " Check? You remember that con­
versation? 

MR. PAUL : I remember all but the last part of it, 
that remark about "I think the President wanted it." 

MR. SULLIVAN: Yes, sir , he said it . 

H. ll.JR: "Your boys," meaning? 
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I.!R . SULLIVAN: You. 

UR. PAUL : I remember that. 

H.JJ. JR: As I told Smith, this could not happen 
if we in the Trea3ury had a chance to see the 
statement in full. This runs pretty deep . 

MR. PAUL: You understand this , Ur . 1iorgenthau, 
t hat the first statement hero which I received from 
the Budget was on the basis - our basis. 

H.!.I. JR: Ho, I didn't understand that. 

J,ffi . BLOUGH : It ~tould produce ten billion-­

UR. PAUL: Liabilities--

MR. VINER: The headintt is liabili ties and there is 
a note that the collections would be less, but the col­
lections are reduced by only a billion dollars . 

MR. BLOUGH: ·.'Jhich brin"'s it to the nine they had 
in mind in the end, which means the~r didn' t give at 
all . 

l.ffi. SULLI1/A1:: 't/ell, it i sn 't beyond the realms 
of possibility that the7 attempted to--

H.l!. JR : "Jell, t his is no accident. 

A:R . SULLIVAii: ~. no . 

MR. vn:ER: You can It do any thin;: \'Ti th that table . 
That sup9orts them. 

H.M.JR: Well, it is - I think a telegram has to eo to the Presi dent, and we have to l ay out our position . 

tffi . SULLIVAN: I think Jake's observation about t his 
not being susceptible to two inter~retations i s right , 
and instead of sa:rin: this is our 1nterpretation or this 
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philosophy, somet hin1't else would be very much 
because he has got the lanr;ua t;e so clear ly that 
onl7 mean seven billion dollars collected and 
till in fiscal ' 43. 

MR. VH\i!:R: llo question about that . Ever/ table is 
unambiguous, ;1hatever the text may be . 

!.!R. . PAUL: The;r forced a ~·eat deal on the i ssue 
this morninP' that we were lower in our esti mates and we 
would pick up maybe five hundred or maybe a billion. 

H.It! . JH: That is none of their business . 

!.In. SliLUVAll: That is ri:;ht . 

!!.:.: • .B: .?ell, }.lr . !inollenberg, eo ahead . 

1~ . PAUL: ·:le had better -o back, and ;:ill ;rou 
(Tarleau) check in with us when yon r-et throuzh, and I 
don ' t think you need to , Roy. 

(J.:r. Paul and l.ir . Sullivan left the confer ence . ) 

l~ . Kl!OLLEtffiERG: tr . Secretar:r, I an not '"()ing to 
!!lr:..~e a speech, contrary to -;;hat .tandol ph said. I am 
just f"Oinf to try to discover \7hcre our difference of 
vier; lies, if there is a <iifference oi vie·.;, on tax 
exempt bonds. 

H. :... J R: Please . 

l.~ . ICJIOLLENBERG: It has been - one of the thinr s 
that has been so llleasant in this r:ork is to f ind that 
our ~nds run so nearlyparallel on al l these bi g thinr,s, 
and this is the only one in nhich there seems to be a 
possible differentiation and that is on the outstandinG 
state and Qunicipal bonds . As far as outstandin~ ¥ederal 
tax exempt bonds i~ concerned, of course we have no 
intention whatsoever of recollll!Jendino; to you that the 
inter est f r om those be taxed because this is the con­
tract between the Gover nment and the holder and that 
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contract must be met . 

H.M.JR: That is row position. 

!.!R. KNOILENBERG: I think that is perfectly clear, 
and we all understand that and agree with it . Now, 
I understand that you have had some hesitation about 
recommending the taxation of interest on state and 
municipal bonds because you felt that there mi~t be a 
matter of the honor of the Federal Government 1nvolved 
in that t ax; and, if th11t is your feeling, I wanted to have 
you, if you would be good enOUYft to, to spell it out, 
because I can't see it, and I think I must be not nice 
enough in~ sense of honor. 

H.M.JR: tlo, I suppose the trouble i s that nobody 
has put it to me just like that before . They have 
always mixed the two up. Now, I have taken the position 
that this is - on the Federal issues there is a con­
tractual relationship as between the United States 
Government and the bondholders, and I have distinguished 
between that and the right to devalue. Now, I think--

llR. KlWLUJIBERG: I t hink this is 
the riy)lt to devalue, that it would be 
Federal Government ' s part to tax them. 

H .~. JR : I t hink so. 

a clear case of 
dishonest on the 

UR. KNOLLENBERG: But on the s tate and municipal, 
I can see that it would be dishonest on the part of the 
states if they refused to grant exemption from state 
income tax, for example, because they have made a con­
tract with the bondholder that New York, if it issues 
a bond, will not impose any New York income tax on 
that, and i f it did, why that would be dishonorable 
on t he part of the state, but all that happened in the 
case of the Federal Government was that our Supreme 
Court said for a long time in that Collector vs. Day 
case, the hands of Congress are tied. It can't impose 
a tax on the salaries of state officers and hence, by 
inference, which was l ater confirmed, on the interest 
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f r om state and municipal bonds . .l ell, now, the court 
has chtm~ed its ttind 1n that O' Keefe case 11hich rras 
decided in :.:arch of 1939 in l'lhich it said flatly that 
t hat rule of the Collector vs . Day was overruled, no 
l on&er in for ce . So f r om that da t e on Congress had 
complete power to tax that interest and the ?edere.l 
C~vernment had never been unjustly enriched because o: 
t~is old rule . The states u.aybe had gotten a pre~uo 
for the bonds and hence perhaps the states ought in 
entire fairne s s to repay th~ t premi um, but the Federal 
Gover~~ent , far from being unjustly enriched as a 
result of that old rule , lost hundreesof millions of 
dol lars in tax money that it would otherwise have 
collected, and now, because some fello11s thought that 
they were "Oin" to be able to avoid Federal i ncooe 
taxes inde~inilely by investing in these bonds, why 
should vre be wor ried when this loophole has been shut? 
Lost of them have already gotten far more in tax sav­
i.nr;s than they ever paid in premiums on the bond . Roy 
got fi gures that show t ha t ver y clearly . 

H. !.!. JR: //hose responsibility would i t be if there 
was a question of reimbursin~ them? 

!.lR. KNOLLEtrBERG: It would be the states', because 
t he states did r et probably soue premium on these bonds 
because of their SU1lf'Osed exempti ons from ?ederal income 
tax and maybe the stnt es ought to ~ive somethin~ back. 
I don ' t thini: even the s tates should . 

11.:• .Jr, : Of course t hey woul.ln' t . 

::rr. KNOLU:':BERG : And t hey wouldn't. It is J!Uch 
t he sane situation. There is a ~ood deal of pressure 
on the sta tes ri ,.ht nol'l to raise the salary of state 
j ud £:e~ because t iler now have to pay t~.~. on their . 
sala!'les and so;ae people ar e say1n;:, .. ell, they t].Ult 
law oractice , lucrative law practices, to take this 
seat . on t~e ber.ch, expectin~ that t~eir inccoe ~ould 
co~e in exenot from i ederal incoce tax , and no~ it is 
texable and hence you ou-ht to "aise thei r sala.ry." 
·:;en, the states have even r efused to do that pretty 
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generall7 and presumbabl7 they wouldn't give back any-­

H.U. JR: Wasn't a judge thing settled along- -

IJR. KNOLLENBERG: That was a Federal judge thing 
also. 

H.K.JR: What happened about the Federal judges? 

J.IR. KNOLLENBERG: Well, their salaries are taxabla 
from now on by the Federal Government. 

H.M. JR: Well, I have got no argument to put up 
against that. 

WR. KNOLLENBERG: Well, that is granted because 
in the first place it means a good deal of revenue, 
perha~s as much as three hundred mill ion and in addi­
tion 1t is the matter of morale. If we still let Doris 
Duke and these people sit around with their tax exempt 
bonds and pay no taxes in these war times, it would 
just have a shattering effect. 

H.M. JR: Doris is so pleasant to look at . (Laughter) 
No, have I ever said point blank that I wouldn't go 
along on the states and municipals? 

IJR. TARLEAU: You haven't said that so much, Mr. 
Secretaey--

H.V..JR: I have never said it publicly, have I? 

UR. TARLEAU: You have never said you wouldn't 
tax them so much as you said you are for the taxation 
of future issues. 

H.M.JR: On state and municipals, against the retro­
active? 

WR. TAJU.EAU: Yes, I think your statements were taken, prior 
to the wa~ as meaning that we were not going to tax 
outstanding issues, don't you think so, Roy? 
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llR. BLOUGH: I think so, substantially. 

H. M. JR: I think you are wrong, look it up. 

Affi. TARLEAU: I hope I am. 

H.U.JR; Well, it wouldn 't be very difficult to. 
go through it, would it . 

WR. BLOUGH: No , I think we have it looked up and 
I will get the record. 

H.Y. JR: Look it up, but mf inclination would be, 
even if I had said so, to go along, but I would like to 
know what I said. 

MR. BLOUGH: Mr . Magill was in last spring, you 
recall, and he took the position that even if a position 
had been taken earlier-- -

H.M. JR: Well, Ros, he undertook that position on 
Federal s, didn't he? 

lffi. BLOUGH: He may have gone the whole--

LIR. KNOLLENBERG: I have never gone the whole hog. 
I don ' t think we should on Federals. 

H .~JR: I think Ros Y&gill went the whole way. 
Look up what I said and I would like to take a look at 
it and then I will give you a final answer, but I think 
my answer will be state and municipals, let ' s tax them, 
all outstandings . 

JAR. KNOLLENBERG: That woul d be grand. 

MR. TARLEAU: It would be grand for so many r easons , 
for morale reasons, for equity reasons, for simplicity. 

MR. BLOUGH: It would f i x up a lot of t hings in 
the banks . 

H.l(. JR: How ID8J1,Y hundreds of millions are there? 
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LIR. VINER: Billions? 

WR. KNOLLENBERG: Fourteen in the hands of the 
public. 

UR. BLOUGH: Twenty altogether. 

!JR. ICNOLLENBERG: Twenty altogether, six of them 
are o~ned by Federal agencies and state agencies . I 
don't know what proportion is owned by Federal agencies . 

MR. VINER: I would say; to me, there is only the 
legal issue which I don't know anything about . I want 
differential tax exemption. It is out as far as legally 
possible . 

H.M. JR: Even on Federal? 

MR. VI NER: As far as legally possible . I would 
say my o1m interpretation as a l ayman vrould be that the 
bond savin~s shal l be tax exempt. That wording is un­
ambiguous and that is what it means . I wouldn' t violate 
any contractual obligations unless a major emergency 
forced it on you . 

MR. KtiOLLENBERG: Well , we are not considering that 
for a moment. 

MR. VINER: No, he i s asking me, on the Federal. 

H. li. JR: How the hell does the Government have 
four billion eight? 

~. BLOUGH: That is mostly state and local govern­
ments, trust funds . The Federal Government does have 
some on the loans and so on, but not very much . 

H.U. JR: Let me see , but I say the chances are 
four out of f ive I will go along with you. 

l.!R. KNOLLE!fBERG: ".Vell, that is all I have to say 
t hen. 
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MR. VINER: You noticed what the President said 
in his budget message? 

H.M. JR: What particular thing? 

MR. VItffiR: On that question. He said he thought 
that - his pers·onal opinion was that we had a right 
to tax theoi. 

H.U.JR: You are quoting from the slip I gave you? 

;.m, VINER: Ho, the new budget message. 

H.~JR: Actually what he said? 

LIR. VlllER: Yes. 

H.M.JR: The Federal ones? 

MR. VINER: No, the states and locals . He said 
the Federal Government has a right to. 

MR. TARLEAU: Mr . Secretary, we are working on 
that speech that you told us to and we had assumed you 
were going to make the decision which you have indicated, 
and we are workin& along on that line . 

UR. VINER: Here it is. •we no longer issue 
United Stat es tax exempt bonds and it is my personal 
belief that the income from state, municipal, and local 
bonds is taxable . " And so forth. 

H.M. JR: That is sooething different again, but 
that isn 't what you put up to me tonieht . 

MR. KNOLLENBERG: No, we wanted to tax outstanding. 

H.!!. JR: I wi ll say four out of five , I will go 
along with you. 
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Januar1 7, 1942 
11:11 a.m. 

Hello. 

Thomas J. Watson. 

Hello. 

Hello. 

Mr. Watson. 

Yea. 

Benr1 Morgenthau, Jr. 

Oh, hello, Mr. Secretary. How are JOU? 

Fine. 
beals 
out. 

Yea •• 

I thought I'd better get on 
and see i! we can't get this 
I sent you another telegram. 

a telephone 
thing straightened 
Hello. 

What we need 1a seven hundred and !1fty thousand.. . .. \ 

Yeah. 

•.... or those cards or yours. 

Yes. 

A daJ. 

Yeah. 

Now we're really being held up here, Mr. Watson, 
by not getting thoae and aho the ehape that they 
come in. You eee, they don't come i n proper ee­
quencea. 

Well, hasn't that been corrected? 

No. It wasn't a s or yesterday. 

Well, I juet talked with our manager. Be wae 
with your Kr. Gravee , and I talked with him !rom 
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Ill'. Gra•••' of f1oe Juet a fp a1aut11 qo. ~. I 
tell :rou, tbl real •• ••• 

I ••• Mr. Ball 11u1ns bare, aa4 Ill'. Grane, 111 
., roca. 

II tbat eot 

Jl1pt now • ..•• 

Well, I'• gla4 to get that. !ben the eequenoe 11 
wrons. 

Ill'. Gra••• ea14 that , .. ter4a1'• eb1paent wae tbl 
woret 111x- up he 1 4 reoe1"t"e4 :ret. 

Well, of oouree, :rou auet si•e ue tb1e little ooa-
114er.Uon, Mr. 8eoret&J'1. We're 4oing all that 
we oan. You •••• we ware tol4 to beg1n with, 
tour hun4re4 tbouean4. 

Yau. 

0 V: An4 then it wae raiee4 to tour hun4re4 an4 ee•ent;r, 
an4 then au4denl:r Juet oYer n1ght th1a 4roppe4 on 
ue an4 we got .... er,bo47 on it an4 eYer, p1eol ot 

BMJr: 

V: 

RMJr: 

V: 

0 

0 

· uob1aar,; an4 •• 10011 •• we cet sore uoh1111r7, 
•• I wired :rou ;reettr4a:r, tbat we ba4 alrea47 -
before ;rou sa•e ue tb1e ticure ot ...... a bw14re4 
and titt:r ~ul&ll4 - I w1re4 :rou ;reltlr4a7 that 
we ba4 la14 our plane to bu114 up to that Jult &I 
1t waa phJI1oall;r pouible to 4D 10. 

Yeu, but ;rou 41411 1 t tell ae how eoon that woul4 
be. 

Vall, I ooul4n1 t ••rJ Will, beoauee I 4on1 t know 
Juet how 1oon we oan set the pre••••· Ve ha"t"e t o 
ba•e prior1t;r . 

Vall, now • •••. 

!here'a one tb111C I'll ea:r to ;rou, that WI wUl 
g1 .... ;rou our wtlole taoU1 t111 an4 we're trJ111C 
to rent toae el1ttera an4 pre•••• troa aoae looal 
pr1nt1ra. !here are two or three lUll printer• 
I apoke to on the pilon1 ;r11ter4&7, an4 I tol4 our 

•· 

-. l . -

' ' . ' . . .. . - : 
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people to pay the• the t ull amount that they could 
make on those presses i t they were running them 
t went y-t our hours a day, and then give them a bonus 
on top or that wi t h a little temporary help, and 
I aleo told our Washington man over the telephone 
thie morning to go ou~eide or the City or Washington 
it we could get a l i ttle priority tor a little steel, 
we don ' t need very much, and build a one-story 
printing plant right there in the District, outside 
the oity, where it would be a little bit eater; end 
I told him it they'd get e clearance on that today, 

they oould start tomorrow. 

Well, we can help on oriori ties. 

What's that? 

We'll help you on prioriti es it we know what you 
want. 

Well, I told him to get in t ouch with the right 
?eople, and that'll be tine. And anything - we're 
glad to have you tell us what's wrong and what you 

want, and I ' ll immedia tely get the raotory on the 
telephone and t i nd ouf what went wrong yesterday 
and eee that it doeen t happen again, because 
that's not the way we want to do things. 

Well, your thought ie you'll make these cards t or 
us right near Washington. 

Xee. 

That will be wonderf ul. 

It would, because then we could be on the job 
day and night , end I'll send the beet people 
we've got there and plenty or them. 

Well, there are a couple or big printing plente 
here in 'tlaehlngton. I don't know whether they're 

busy or not. 

You know, Mr. Secretary, the way we r eel about 
this, we reel that this is Just a s much our 
reeponsiblllty as it is yours. We want to do 

our Job. 
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Well, ot oourae, we'•• got tble great tlood ot 
patriotiea ot people tbat want to buJ the•• 
bond•, and I baYen't got the bonde t o eell. 

Good. Well, I tell you, I 'a a1ghty glad that we 
are puehed, because it ehowe people are real l y 
intereeted in getting them. 

We eold oYer - we took in oYer t ittJ-three a1llion 
dollars JeaterdaJ alone. 

Well, it'e marveloue; and no one appreciate• aore 
than I do what JOU're doing. 

And eo I'd like to - u.nt1l tbla ill etra1ghtened 
out, I think I'll oall JOU each daJ 1t I have a 
coaplaJ.nt. 

What'• thatt 

I'll call JOU 8JIIelt it •••.• 

I wish JOU would; and I'll tell you, it you'll 
tell Mr. Graves to put down in writing and band 
1t to Mr. LaMotte Juet exactlY what vas wrong, 
and I'll tollov through. I wae on the t elephone •••.. 

Well, I'll tell. •••• 

•.••• about halt the time yeeterday on this par­
ticular thing myeelt, and I'm going to st1ok to 
thie until 1t 1S t1nlehed. 

I ' ll tell Mr. Ball to do that. 

Yes. All right. 

Because that's- it's hie responeibil1tJ. He's 
the head ot the Bureau ot Engraving. 

Yeah, 

And I'll tell Hall to tell your man here in 
Waehlngtont 

That's right. And I'll have b1a get in touch 
with Mr. Hall right away. 
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Iii~~ you do tbatt 

You bet. 

Good. And then • .... 

70 

You ~et •e know Juet what you want ue to do, and 
we'll turn thinge upeide down untll we get lt 
done. 

And they tell me he'• in., outer ottioe now. 
I've never met blm. I'm going to send tor hl•. 

Good, I wieh you would. Te~ hlm that you Juet 
talked with me and I eald that the Job would be 
done and be done right away. 

And - do you want to tuk to hlm youreeltt 

No, I Just - I'd rather have you tell hlm that 
you Juet talked with me and tell hlm what I eaid, 
that everyboey vas going to get onto thle and do 
the Job, and te~ hlm what I eald about the printing 

plant outeide. 

Outside ot Waehlngton. 

Yeah. I believe that would be a good, aate thing 
to do. 

Well, I 1m sure 1t would be very helpful; and it 
your man, LaMotte, will let ue know what be neede 
ln the way of priorities, we'll go out and get it 
tor him. 

Well, it you do , the minute we get that order, 
we'll break ground and buy the property and start. 
We don't oare what it coeta ue. We're not thinking 
about coete or profit or anything else. 

Well, it you could get an empty building that would 

eave a lot ot time. 

Yee. I'll tell you, I have committed over tittr 
per oent ot our entire equipment tor munition• 
work. 

Yea. 
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And we're go1nc to so a lot turtber. 

Ieab. 

!hie talk1nc about - eoae people are - reduo1n& 
ten per oent and twenty per oent doeen ' t appeal 
to ue. 

But t1rat I'•• got to ra1ee tbe aoney to par tor 
tbat etutt. 

You ' re r1gbt, and we'•• got to help you. 

!bat 1 
• right. 

And- nov don't hee1tate. We lo•e coapla1nta. 
When there'• anytblnf wrong, the eooner we bear 
ot 1t, the eooner we ll be able to r eae411t. 

You ' ll get 1t. 

Good tor you. Thank you. 

All r1gbt. 

Good luck. 

Good-bye. 

Good-bye. 
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Hello. 

All right. 

Hello. Hello. Hello. 

Januar7 7, 1942 
ll:J5 ..... 

He vas on there a eeoond ago. 

Hello. Hello. 

Hello. 

Hello. 

Ob, hello, Renr7. 8orr7 to keap 7ou waiting. 
I wae Juet going in to a etatt. 

Well, I want one •inute of 10ur time on some­
thing Which I know that 10U 1ll be eympathetio 
with. You know I spoke to 10u yester da7 and 
thanked you about Tosoanini. 

Toscanini , that's right. 

Well, the thing went sour. 

The1 sent tor the poor old man and his wife 
and dragged them o•er yeeterda7 to 10ur office 
there and photographed t hem publicl1 and e•ery­
thing like that. 

Ob, m1 God. 

And he isn't going to come to Washington, and 
he ' s going to give up hi e whole concer t tour, 
and the7 put it thi s morning •Enemy Alien 
Toscani ni" i n the paper. 

?2 

Oh, my God. What wae that in, the "New York Timee•t 

No , he's in Philadelphia. 

Well, bow did he happen to go to Philadelphia? 
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I t wae arranged that he ehould do it i n New 
Yorlr. . 

Well • • • •• 

I underetood Mat Correa wae told that he wae 
going to do the whole thing i n New Yorlr.. 

? 3 

Well , the whole thing wae eli pped up. Now, he'e 
at the Hotel Warwiclr.. 

WhJ, yes. In Philadelphia. 

And loolr., wouldn't it be a nice t hing t o have 
your D. A. oall on hl• at the hotel? 

I thlnlr. it would, very. Would you lilr.e ae to 
oall him up per sonally and •..•• 

Oh, it woul d be wonderful, because he' s ter ribly 
upset and •.•.. 

Oh, I th1nlr. that's too bad. 

•... • he ' s going to give up the whole concert. 
You lr.now, he played t wo concerts tor the Treasur y , 
you know. 

I s t hat in the Philadelphia papers th1e morning? 

So I 've been told. 

Well, I'll eend - I ' a awfully sor r y, Henry. I am 
di stressed about that. 

And wha t he needs il a gener al permit. 

Yes. 

t or h1maelt and h1e wite and Walter Toscanini. 

Well, he can have a general permit on the specified 
territory. You aee what I mean? You can ' t say he 
can travel anywhere he wanta, but he oan travel 
anywhere he tella ua he wanta to travel, you aee. 

Well , that'• all • •••• 

• 
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I'l~ call up the D1etrio t Attorne7 pereooallJ. 

And ask h1a to oall on h1at 

At once. 

Becauee he 1 e - he'• one in a aillion. 

Oh, I know it. I '• very , ver, d1etreeeed about 
1t, HeDJ'7. 

And, ae I eay, he'• plaTed t wo ooncerte and he'• 
offered to pla7 three acre f er th.e Oovell'tlllent • ••• • 

Oh, dear. 

•.•• . and he doean' t want to ooae to Walh1ngton, 
and be Juet wante t o throw up the whole thing. 

Ob, I'• terribl7 eorry. I'll either call h1a or 
send h1ll a pereonal wire, and I'll call our un 
in Philadelphia at once and have h1a go over 
there. 

Would JOU do tbatt 

I reall7 aa d1atreeeed about 1t, Henr7, that t be7 
aeeeed th1nge up. 

I know how JOU and 70ur w1te feel about th1e eort 
of thing. 

Oh, he'e a wonderful fellow. 

Yee. 

Yes. All right, tbanlr. J OU. 

And can I forget about iU 

Oh, abeolutelJ. I 111 do 
got a note of 1t here, 

it at once, Henr7. I've 

TbanJr. JOU 80 auch. 

All right. 
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Hello. 

Januar7 7, 1942 
ll:43 .. ... 

?5 

Mr. Toaoanini ie no t ia not in the hotel, and he 
didn 't lea'fe an7 meeeage aa to when he'd be baolt. 

I e there any - he ' e not there- Mr. Walter? 

No, he's not there. 

He's not regiatered there? 

He's registered, but he's not there now. 

Well , I wonder it Arturo Toaoanini would co11e to 
the phone? Tell hilt who it ie. 

All right. 

Ask t hem whether Arturo Toeoan1n1 - see? 

All right. 

Hello. 

Hello. 

Mr. ToscaninL 

Yea. 

Thie is - hello. 

Hello. 

Mr. Tosoanin.i. 

Yes, I 'm Walter Toeoan1ni. 

ll:50 a.m. 

Well , this ia the Seoretary ot the Treasury, 
Mr. Morgen the u. 

Row are 7ou, Mr. Morgenthaut 
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I'a all right . I can't t ell you bov dietreaeed 
I vaa to learn vhat happened yeeterd.ay to your 
tatber and mother. 

Ob, I tell you I will no t p&y &nJ attention. Ve 
were ther e and ve met Mr. Gleason, t be United 
Statea Attorney in Philadelphia , and be told me 
tb&t be vas not allowed to gi•e a pera&nent permi t 
to a, tatber , you know. 

Yea. 

He vas only allowed to gi• e a temporary one. 

Yee. 

It is not i n hie power and be bas no instructions 
to • .•.• 

Well, I just celled up t he Attorney General myselt, 
and he is equally distressed; and be wants to send 
hie r epresentative to apologize to your tather. 

But please tell him that ie, you know - I t old 
t hem - I gave the directions, because they phoned 
to me trom New York sayi ng that he must ha• e a 
permanent permit, and when I vent there I spoke 
and I aaked him tor this permanent permit, and 
thia man told me , "Well, I am not allowed to do 
that.• I am just in hie custody, you know. 

Well, where are you nov? 

I aa in Camden. 

Where is your t ather ? 

My tether is in Philadelphia. 

Well , they ' re going t o - at the Hotel Warwick? 

At tbe Hotel Warwick. Nov he ' s rehearsing, because 
he ' ll be at the Aoad.aay ot Music until one-thirty. 

Well, the Onited States District Attorney ot 
Philadelphia is going t o call on your t ather and 
mother and apologize. 

Well , I thank you •ery much t or this. 
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I'a all right. I can't t ell you bow dletreased 
I vaa to learn what happened yesterda,y to your 
!ather and mother . 

Ob, I tell you I will no t pay any attention. We 
were there and we met Mr. Gleason, the United 
State& At tor ney in Pbiladelpb1a, and be told me 
that be waa not allowed to give a permanent permit 
to my !ather, you know. 

Yea. 

He vas only allowed to give a temporary one. 

Yee. 

It ie not in b1e power and be bas no i nstructions 
to •. •.• 

Wel l, I Just called up the Attorney General myselt, 
and be ie equally dis tressed; and be wants to send 
hie representative to apologi~e to your tether. 

But please tell b1m that is, you know - I told 
them - I gave the directions, because they phoned 
to me trom New York saying that be must have a 
permanent permit, and when I went there I spoke 
and I aaked him tor this permanent permit, and 
tbla man told me, "Well, I am no t allowed to do 
that.• I am Just in hie custody, you know. 

Well , where are you now? 

I am in Camden. 

Where ie your t e t her ? 

My t ether ie ln Ph1ladel pb1a. 

Well, they're going to- at tbe Hotel Warwick? 

At the Hotel Warwick, Now he ' s rehearsing, because 
he'll be at the Aoadamy ot Music untll one-thirty. 

Well , the United States Distric t Attorney ot 
Pb1ladelph1a ia go i ng to call on your rather and 
mother and apologhe. 

Well, I thank you ver y much t or tbla. 
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I ' a all r i abt. I can't tell JOU bov d1etr eeeed 
I vae to learn vbat happened JeeterdaJ to JOur 
tatber end mother. 

Ob, I tell J OU I will no t p&J &nJ attention. Ve 
vera ther e and ve met Mr. Gleaeon, the Unit ed 
State• AttorneJ in Philadelphia, and be t old me 
that be vae not allowed to giYe a peraanent permlt 
to aJ tatber, J OU know. 

Yea. 

Re vae only allowed to gi•e a temporar J one. 

Yee. 

It ie not 1n hie power and he baa no inatructione 
to . .... 

Well , I juet called up the Attorney General mJeelt, 
and be ie equallJ d1etreeeed; and he vente to aend 
b1e r epresentative to apologize to your ta.thar. 

But please tell him that ia, JOU know - I told 
them - I gave the directions, because they phoned 
to me t r om Nev York saying that be muat b&Ye a 
permanent permit, and when I vent there I spoke 
and I aaked hlm tor tbie permanent permit, and 
tbie man told me, "Well , I am not allowed to do 
tbat . • I am juet in hie custody, you know. 

Well, where are J OU nov? 

I aa in Camden. 

Where ie your rather? 

MJ r a ther i a in Philadelphia . 

Well, theJ' re going t o - a t the Hotel Warv1ok? 

At t he Hotel Warwick. Nov be' a reheareing, because 
he ' ll be at the Academy ot Mua1c until one-th1rtJ. 

Well, the United States Dietr 1ct AttorneJ ot 
Philadelphia 11 going to call on JOur rather a nd 
mother and apologize. 

Well , I thank JOU Yery much tor th1e. 
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And tbe Attorney General Biddle vae tremendously 
upset - tbere vae a mietake ln ble ottlce - and 
ve tbougbt ve had eYerJ tblng, and I vlsb 1ou'd 
tell your ratber and aotber how badly I reel about 
it. 

Well, I a• Yery grateful to you about that, but 
tell bla not to apologize. 

Vben will you go back to Pblladelpbla? 

Listen, I am in an aldully bad spot because I am 
not allowed to go to Pblladelpbla. 

You are not allowed? 

No. I must go and see the United States At tor ney, 
I guess, in Trenton or the aeeietant here in 
Camden and to aek t or permission, because also I 
am an alien - I am considered an alien enemy, 
you know. 

';;ell ..... 

I made my first paper in 193~ . but I vee born in 
I taly. 

Yea. But where oould they reach you. I mean, so 
it I wanted to assist you to get down to Phila­
delphia. 

Nov I am here in Camden with the RCA Victor. 

With who? 

RCA •..•. 

Victor • 

• • . . . Victor l!anutectu.ring Company. 

Well, I'll aee that they get i n touch with you end 
gi'fe you a permit eo - you want to go to Pblla­
delpbla and also to Waeblngton. 

To Pblladelphla, and 1t it 1e possible, also to 
Waeblngton. 

That will be arranged. You ere at RCA Victor. 
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Yea. 

Well, nov, you etay there until eomebody gete 
in touch with you rrom the •.••• 

Thank you very muoh. 

But we'll take care or you, also. 

Thank you very muoh. 

?8 

But it'e an outrageoue thing, and I oan't tell 
you bow angry I vee. 

I tell you one thing, that ve oame trom a country 
in which we were ueeleee to the world. 

Yes. 

You lr.novt 

Yea. 

And also tbeee restriction• are f r eedom tor us. 

Well , it's very nice or you to talr.e that attitude, 
but I will tell the Attorney General that you are 
at the RC Victor .• ••• 

RCA Victor, yea. 

••..• and they should fix you up vitb a permit 
eo that you can go t o Philadelpbia t onight ..... 

Thanlr. you • 

• ..•. and- the RCA Viotor ie at Camden, isn't it? 

Yea, at Camden. 

All right. 

The name or the United State& Attorney in Trenton 
ia Mr. Thomes Armetrong. 

Well , that 'a up to the Attorney General. It I 
could do this, I'd preeent, you, your mother end 
tether with a permit framed in gold. 

• 
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Thank you Yery •uoh. 

But you stay there, and somebody wlll get ln touch 
wltb you. 

Thank you Yery much. 

And you tell your father I oalled. 

And thanks. I wlll do that. Wlll you also send 
to the Attorney- to the United Btatee Attorney 
that lf be can grant the eame tor ey wlfe, too. 

For your wlte also. 

Yea. 

Absolutely. 

Thank you very muoh. 

Surely. 

Good-bye. 
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Yes , Henry. 

January 7, 1942 
11:58 a.a. 

80 

Now, Mr. and Mre. Walter Toecan1n1 - hie eon, J OU 
know, wbo l ooks attar him - they're at tbe RCA 
Victor plant i n Cam~en ••.. . 

Yes . 

• . .. . and can't get over to Philadelphia t o be wi tb 
his tatber. 

Why can' t tbey? 

They won't let tbem. Your people won't let them. 

All right. 

Ke ' s at tbe RCA Victor - Mr. an~ Mrs. Walter 
Toecanin1. 

All right. Henry, I've got t hie publicity. I t 
isn't bad a t all. On the contrary. The one in 
tbe 'Philadelphia Record" i a very nice, what a 
grand guy be ia and ao on. 

Yeah. 

And the word 1 ali en• ia in quotati ons. Then it 
goea on to say that thi s t allow ie not an alien. 
That he has alwaya been against everythlng t o ~o 
with Nazi an~ eo on, and a very nice picture or 
him. 

Well, it you could get •.... 

So I don't think it ' • quite ae bad as .. ... 

Yeah, but the old man ~1d have to go over there. 
Something wen t wrong. I don 't know wllat went 
wrong. 
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Ye a. Yell , I've put in a oall t o r Gleason to 
talk to him about it. 

And eomebod7 in New Jeraey will have t o take 
care ot • • ... 

81 

Yea , I understand. I'll get a clearance t or 
Walter to go over and eee h1a t a ther right away. 

But he wants t o go there and then come on down 
to Washington with him. 

Walter. Fine. 

Mr. and Mrs. Walter. 

Mr. and Mrs. Walter, ver y good. 

Now, may I make another auggeetion? 

Yee, Henry. 

Why don 't you send some FBI man up there to 
sort ot escort them down and look atter the old 
man? 

I think t hat would be all right. I oan do that. 

Can't you do tbatt 

Sure I can, yes. 

I think it would be awtully nice. 

I'll apeak to Edgar about it. Ve ' ll send eome­
bod7 dovn with hi.ll anyway. 

Beoauae I know bow you and your wite teel about 
mueio. 

Oh, yea. Rig.hto. 

Thank you. 
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llulfington.ll.QJ. 

January ? , 1942 

82 

Gerald Gleeaon , the United States Attorney 1n l'lll.ladelphia, 

bu alreac:t,y cleared the arranga:ent for Arturo Toacanini's tra-rel. 

At Jl;f request he i.s calling up wr. Toae&nini and telling b1a that 

I am psracnally interested 1n tba ea.se and 'IC!.sb to have e...,ry courtesy 

extended to h im.. 

I 8111 sending you a clipping from the Record 'llhieh cbes t» t 

seem to me to be un.f'riendly publicity, although J,!r. Toscanini was upset 

when the photographers surrounded him at the Court House , 'llhieh was 

inevitable. 

I have also written to J.!r, Walter Toscanini that he should 

apply for similar tra-rel clearance to our Assistant District J.ttorney 

at c-!en, Jlr. 'If. 01-vyl Scbalick. 

I have arranged to haw an F.B.I . agent aceOllpany vr. 

Toscan1n1 from Fhiladelpbia to Waahington when he comes c:bwn here for 

hia concert. 

Do let me knO'If if there h anytbina more , 

Sincerely yours, 

The Ho:torable 

The Secretary of the Troasury 

\'laslrington, D. c . 
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Dear Henryt 

<Dffin. of tlyl'!UlntlltV Cienmtl 
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January 7, 191.2 

82 

Gorald Gleei!IOn , the United States Attorney in Ph1laclelpb1a, 

hu already cleared the arranga:ont tor Arturo Toeeanini•s travel . 

At ~ request he is eall.ing >;> J&r. Toaeanl.n1 &nd tell.ing h1Jl that 

I u peracnall,y interested in tbe cue ancl ll!.sb to ba.-e e-.ery oourtesy 

extencled to him. 

I am sencli.ng you a clipping troo the Record 'IIllich <bea not 

aeem t o me to be unfriendly publicity, although J.lr. Toscanin1 was upset 

when the photographers surrounded him at the Court House, which was 

inevitable. 

I have also written to l.!r. \lalter Toscanin1 tbat he should 

apply tor a:imilar travel clearance to our Assistant District Attorney 

at Caaden, Ur. W. Orvyl Scbalick. 

I have arranged to hue an F. B.I. agent acco:>pany llr. 

Toscanin1 trom Fbiladelphia to oashington when he ccmes <bwn here tor 

h ia concert. 

Do let me know it there is nnythina more . 

Sincerely yours, 

The Ho:.orable 

1be Secretary ot t he Treasury 

lfas.'Ul\;ton, D. c. 
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Dea.r lr. t'ot••l•t t 

haal< 10• n117 -• fer , ,_ la\\er of 
Jea•ll7 1\ll. l llJIPftOla\M JOV' ta\llar' o acr-e­
,. .. , \e eolllllu\ o• eo-n la 1,...117, eM ta 
la'll,...n , lllllll •• la .. nil, alllll aloo 70V' o\o\o­
_ , Uu•\ be vaa\o \ o belp • • .., U• vbea be 
•• oooperah 1<1\11 t be Det•••• .... -lp. 
1 aeM ao\ \all 7~ \ba\ \ llh •••• a l'roa\ hal 
\ o all of v.o . 

l 414 oaov.ra • 'bo:r tor \be ooaoen oa 
.s..-n 13Ul, alllll l vaat \o tllu k roa ••117 ~ 
tor 70V' aoeh\u .. 1a \llh •Uar. l •• loot11l&' 
forwar4 \o oH1ll&' 'llo\111 roa oll4 70V fa\ber a\ tbe 
......... ,., .... oa \be\ ..... 

VUllo llll coo<! vlallo .. for \lila Jay Toar. 

(l lcao4) I. lorc~olh••• ,,-; 

Mr. Val\ar to .... lal, 
let. ....,ao\vllll' c..,..,, lae., 
c:a.ua, .y .s .... .,. 

OD/ O o 
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C.~m.ftt,, ., jt,..,. '}~ru7 

J amuuy 5. 1942 

I / 

-- ~ 

i.ly deru- .tr. ;;ecretary: 

l.ly father .. '"' very glad to learo or your propo3it ion 
a.od he wUUngJ,y agrees to conduct ono concert in J&nU&%')' , 
one in february , o.od one i n llarcb, Md Lt aey other 
time you believe his mrl< can be of acme help to your 
Defense Bood Campaign. _oze ~ (w>d 1 hope very .;oon) 
,,e mu..t call it the Offenaive (in the milit<>ry s ense, of 
cours e) Bond Campaign. 

I hlive been in touch ,,i th lolr . U lliu ::1. Jltiney in N"" 
tork, and he will take c=e of the dates with N. E. C. 

1 hope you have b een able to get t.bo tickets you want ed 
for the Y.nsh1ngton concert, or have renehed some f avor­
able solution - - but !rom Philt.delphin it • ns impossi ble 
for ~:~e to do a eythiog lllOrc . 

I hope to nlive the pleasure to see you i n \,oshingtCJD 
on thl.t evening. 

1.1 th 'IIJ;1 bes t reg-..rds , 

Tho Honorable ~r. H. Norgenthou, Jr . 
The ;;ecrctory of tbe Trensury 
~<nshington, D. C. 

· · c; o .-\ L I. \\" A y .. 
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I Just wanted to tell ;you how pleased I wee with 
that report, a.nd alae the word that the 7lat had 
moved in. 

That's a good regiment, Mr. Secretary. One ot the 
beet we' ve got . 

Well, I'm delighted at the report. No reasonable 
person could aak tor any more. 

Well, I think you ' ll tind that thla outtlt will meet 
all or your expeotatlone. 

Yea. 

It's very unfortunate that the other one came ln. 
It was Just one ot thoee thinge, you know. To the 
people who were assigning them, a regiment wae a 
regi ment. 

Yea. 

And that's all they took into conalderatlon. But I 
think that everything will be all right now. 

Fi ne. 

And sometime when you have a little leieure, maybe 
;you'd like to go out and take a look at it. 

I'll do that. 

All right , air. 

Thank you, Colonel. 

You' re quite welcome. 

- I 
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8 : 

ID!Jr: 

S: 

ID!Jr: 

8: 

ID!Jr: 

Go ahead. 

Hello. 

Yea, Mr. Secretary. 

Have you got a pencil' 

Yea, I have, air . 

Please. 

Yea, air. 

January 7, 1942 
5:19 p ••• 

You have working t or you a Mr. Wally Deuel. 

That's right. He'e •••. . 

Formerly ot Chicago Daily Neve. 

..... he's in our New York ottioe, air. 

Well, he ' s home sick. 

Yea. 

88 

And I ' d like to borrow him one month to send him 
to the West Coaet t o help ua with a Disney picture 
on lite in Germany that we're doing. Hello. 

Yea. 

And hie doctor has t old hi m he could go. 

Ia that eo? 

Yea. 

All right. 

Hie doctor said it would be good tor him. 

He did? 

Yea. 

._I 
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S: 

KMJr : 

e: 
RMJr: 

RMJr : 

S: 

IIMJr: 

S: 

KMJr : 

S: 

I!MJr: 

8: 

IIMJr: 

- 2 -

All right, air. I'll • •••• 

Be eaid it would be the beet thing tor b1a. 

xu. 

89 

So he'e got hie doctor'• permieaion, and now I 
want Doctor Dono•an'• ota7. 

Well, I'll eee that J OU get it t r oa the doctor. 
M7 doctor. 

And - will J OUt 

Yea, air. 

And would 7ou get word t o ae the t1ret thing in 
the aorn1ngt 

I aball certainl7 do that. 

And it I ' • not 1n, would JOU gi•e 1t to Mre. 
llotz? X-1-o- t-&. 

Yes , I'll do that, Mr. SeoretarJ. 

Thank JOU. 

Yee, air. 

Thank J OU. 
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Twenty-Five Largest Holders ot Securities to ~Ckerunded in J~r.uery -- All Four Issues co~bined 
Based on Treasury Survey of Ownershio of Governc:ent Securit ies , !:ove::ber 30 , 1941 

(Pa r values in millions of dollars) r--·--· • ,. 

Investor 
Total all 

four 
issues 

Details fer each 
: T- 'f4,. FF~·!C issues 
:Treasury: : ~ 314 , 
: notes : } ' s of : '- 8 

: due :Jan , 15 ,: or 

1. A-.. ount owne<rOy~largest hoidere 

· J~ar 15 ·10""' ''7 ,l·lar, 1 , . • '. '"'-~ ' 19'+2 47 19'12 : __ -_ _....._.;___ 

Jun r a nty Trust Co. , of l'ew York , New York , N. Y ...... . 
. qtlonal !lanE. of Detroit, Detroit , l!ich ....•. ... •••••. 
.·oui tobl e life Aseure nce Society

1
_ Ne• .. York , N, Y ••• •• , 

-or.;:crs Trust Co. , )le~: York, N. I ., .................. . 
.•trenolitan Life Insurc.nce Co. , !:e., York, :: . Y .•.•••. 

oli'Jo True t Co. , Tole<!o, Ohio ... ........ ......... .. .. . 
o.~ . i • .. or _t'n o. .:o . , !.ew York, N. "! ••••..••••••••••.•.• 
.lrEt . "tlcnal Eenit , !:e·- Yor&, :~ . ~ ... ... ............ . 
•.. e .. ort:1err. 'J'ruet Co., C . • ic:t. o , Ill. ...•..........•.. 
Irvin Trust Co. , ,lew Ycrl. , ll , Y .•...•..••.•••••...... 

:_1rrt .~o. tlur.al Ean;. , 3altlworei: ~·.d ........... ....... . . 
rlro t .. :ttlor.al Eank, Cr:icae"' , 11. ................... . 
F1Jel1ty Un i or. 'J'~s t Co , , Newa r k , N. J ••.•••...•. .. ..• 
A,.~ :·lcan True t Co. , San F'rauclsco . , Calif •••.......... 
.. r r.\lfllcturE>rs & :'r aders Trust Co ., Buf!A1o , ll . Y .... .. 
Seam:w ' s BAnk for Savlr . .;s , :~e~< York, N. Y ............ . 
U. s . . atlona1 Bank, Portland , Ore~on .•.........• .••. . 
•. ~., Yor}. Life I r.suranc e Co , , Ne11 Yo r k , N. '!, •........• 
'ruu.e .. \lal ItJSuranc e Co . , of AI.1!rlctt

1 
~lew(lrk , ~~ . J ... . 

Co free Tr•Jst Co . , i:tns tts C1ty , :.!o .................. . 

i.::.lon 0!. ~ 5:-vl~zs E~r:;: , :;e-,· York , t~ . Yo o. o ...•. o o. o .. 
=nr,F. of tL;ofr lc ~ , ::a tlor:a: True t ond 

S&. v .. n-r Asecc!.at !.on , San Frar1c1sco , :~tl1!' ...... ..... . 
:~·::t ln ton ::at1or.e.l Bar.i'. , Colucbue , O:.lo .. o o. o ......... . 

?:nr.i:. o!' ti.e ::ari-l't t an Co . , ~e~ York , : . Y ... . .... . ... . 
"" r.trql t:a.nove r Ear../. !. Tn;.st Co . , :~e"'' :lc;.rk , :~ . Yo ..... . 

~oul llrJcunt o~·ned by 25 lR1' :,.~· .olders ••...•.•...... 

2 • • ot•! " !'lvately t•eld surm1:; ......................... • .. 
~ snro~nt o!' tOtRl 1"r1vately held su~nl:; owned b:r 

~" l•r eat hcl ders ..................... .. .......... .. 

110 . 0 
}0. 4 
26 .0 
21.7 
18. 6 

i4:§ 
11i . 5 
1}. 0 
12. 5 

12. , 
c. . O 
a.o 
7.0 
t.. 5 
6. 5 
6. '+ 
o.2 
5. 7 
<;, . 7 
5. 6 

~ . 0 
11 . 9 

9. ) 

1} . 0 

t> . O 

1:: . 5 
5 .0 
2. 0 
:,.o 

. ~ 
o .~ 

1.7 
.7 ., 
. 2 

; • 0 
~ .0 

_Q .7 
141.4 
= 

:?1!. 5% 

1.3 
16 .~ 
25. 
1.0 
3· 9 

• 
2. 0 

o. 5 

2 . 4 
1.1 
:; . b 
s.c 
- . 1 1. 0 

- ' "·- " , '1 

• 5.1 

7 " 1 
I '2._:_ '" ., ' . !J..~.o 

2}5 . 0 l'j~ . l 
==-== 

'If' ·"' = 
32.0% 3Z. 7/. ~7 . 6~ 

·:-::------- --·------~('--... ·r thP S.acretary o !' th~"~-,-ie~i~· , Dlvialon of Roseercn ar~fif'fs\-fer . 
.. p : :1 urea C~r~ roc.nded to rj,.,·r·l'~ tf!ntr. of a r.1llllon ar..: l.lo .. o t Ht'cesn r~l:,• t".:u to tcta.le . 
* ... Pre t!"'.""n ·'50 ,0000 
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TREASURY DEPARTMENT 91 
INTER 01"1'1CE COiolloiUNICATION 

o•n J a.nuary 7, 191.2 

To Secretary Morgenthau 

•RoM Vincent F. Cal lahan 

Attached i s a detailed repor t showing 

com~arative speeds or Wi nston Churchill ' s talk 

before Congress on Friday, December 26, and your 

(Secretary ~!orgenthau) t a l k on Sunday, J"Enuary t. . 

Eliminati ng applnuse , l'ii ns ton Chur chill ' s 

average speed Ylas lOS words per minute and your 

speed (Secretary tlor genthau) was 127 words per 

minute . On the attached sheet you wil l f ind a 

detailed report . 

' 
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The following tabulation indicates the number or words 

per minute delivered by Secretary Morgenthau in his radio 

addreea broadcast Sunday evening, January 41 and a similar 

tabulation of a speech delivered by Mr. \'/inston Churchill 

before the Senate and House or Representatives on Friday , 

December 26: 

Speeches By Secretary Uorgenthau Winston Churchill 
Minutes Words Per Uinute Words Per !.!i!lute 

l 125 87 

2 1)2 81 * 

) 128 114 * 

4 1 23 102 * 

5 127 121 * 

6 122 ll4 

7 130 90 * 

8 126 104 

9 122 101 • 

10 136 123 

ll 127 112 

12 128 llO 

13 125 65 * 

Average Vlords Per 
Minute 127 108 

*Denotes interruption by applause and laughs. 

Regraded Unclassified
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TO 

TREASURY DEPARTMENT 

INTER OFFICE COMMU NICATION 

Secretary Morgenthau 

93 

OATS 

January 7, 1942 

I'ROM E. H. roley, Jr. 

c 

I 
(_ 

The other day I sent you a copy of my ruling 

to the effect that the Secretary of the f reasury had 

no power to exempt from taxation admissions to a 

benefit performance by the !.:etropolitan Opera 

Association for the American Red Cross. 

I thought you 1~ould be interested in the 

attached reply from H. J. Hughes , Legal Adviser fo r 

the American ned Cross. in which he says the position 

I have taken is impregnable. Apparently Mr. Hughes 

was being pushed by Colonel Hartfiel d, of •lhite and 

Case , counsel for the ~etropolitan Opera Association. 

}.,1, 1- /. . 

Attachment. 
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.&II!RIC.&II RED OROSI 

lational HoadquartArl 

WaobiDgton, D. c. 

January ~th, 1942 

I. B. foley, Jr. Eoquire, 
Tbo G.nor&l CaUDill of the Treooury, 
Treasury Depe.rt.nt, 
l alhin&ion, D. c. 

Dear llr. Foley• 

Thank 70u for your l ottar of 

Janut1ry ~tb. 

94. 

Tho poe1t1on you bave taken 11 

t.prognablo and •• oro eorry to have troubled you "ith tb11 

Copied 1/7/42 - ap 

Sincerely youre , 

/ 1/ B. J. ftu&bo• 

B.J . ~b11 1 
Lopl Ac!Yioer 

Regraded Unclassified



~. - TREASURY DEPARTMENT 
PROCUREMENT DIVISION 

95 

1 ~tc;C Of' T .. l DI"ICTOft 
WASHINGTON 

( 

I 

January 7, 1942 

MEl.!OJWIDUJ,! TO THE SECRETARY: 

IN RE: SUBCONTRlCTING 

Mr . Thomas S. Stephens, foraer Procurement 
Officer for the State of Kentucky, who recently com­
pleted his detail with the Division of Contract Dis­
tri bution as our representative on one of the Defense 
Special Traina, reported to this office January 5th 
to take charge of a new subcontracting unit for the 
purpose of making sure that the business which we 
place is distributed to the extent possible . 

The need for an experienced procurement man 
to specialize on contract distribution has been in­
creasing and I feel that Mr. Stephans will be able to 
accomplish the purpose . 

~·E~ 
of Procurement 

. ' ...... 
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My dear Kr. Ohalraanl 

I _. la reoelp' of a leUer froa \he l.seouUn 

Seore\ary of 'he rorelao-fr&de Zonta Board dated 

Dtotabar 31, 1941, \raaaal,\laa 'he alau\ea of \he 

atl,lftl of \he 0o .. 1'''' of Al\erna\el of \he Boazd, 
held Dtceaber 18, 1941, \oae\ber vl\h reoo .. eada­

\1one of \he oo .. l\\ee re,ardlna 'h• rorelan-fr&de 

Zone a' S'aple\on, S'a\en Jaland, lev York, and 

cer\a1n o\her doouaen\a. 

J approYe 'he reoo .. t nda\1oaa 1n que.tloa, 

and aaree \ha' \he 01'J of law York abou1d be 

no,1f1td proap,1J re .. rdln& \h ... 

Very 'ruly 

•• 

Ron. Jeeae H. Jon••· 
Ohalraan, rorelan-Trade Zone• Board, 
Waahlna,oa, D.o. 
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TREASURY DEPARTMENT 
9? 

INTER OFFICE COM MUNICATION 

DATE JAN 6 1942 

•o Secretary ~lorgenthau, 

.,.o,. Hr. Fol ey . 

The a ttached l etter for your signature is to 

indica te your approval, as a member of the For eign­

Trade Zones Boa rd, of r ecommendations that the City 

of New York i mmediately ins t a ll certain protective 

equipment for gua rding t he zone, and that an exten­

sion of time be gr ant ed fo r t he completion of cer tain 

other construction and i mpr ovement s . 

In maki ng these r ecommendations , the Committee 

of Alternat es of t he Boa rd has borne in mind condi­

tions created by t he war . 

I t is my opinion t hat t he r ecommenda tions 

s houl d be approved . 

f.J" -1-L 

Regraded Unclassified
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Dou lr. Clq1 

lllaM ,_ .,..,. -I> for _,., • o 

ees>7 ot .- l otw1r tllat ,.. ,..., ... ,_ tl>a 

fl .. Preel .. •t. 1 OJIPJ'Hlote ,.... 'POUt .. 

tllh •• to •. ut !>aft ,.., lt wltl> bton ... 

SlMert t¥, 

lllftel) 1. lora•tll&eo , .. 

.... re\lo ..,_Clap, 
Lloloo• Ott1oor, 
OtrlH tor ... __, I 2'&-•t, 
Vul>l .... • , J. 0. 

OU / 4bo 

J 
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~•1•• Co7, LtaLfqa Off icer 
Olf'ic• for l •rc:ucr H..ua,e:••t 

!.!r. Uort(cnthau, 

99 

This ia the l etter fr""' the Vic e 

Pre" I den~ abou~ ~<hich I spoke to you last 

1'uooos.y ui~ht . 

:r< ,e .t~,. , ? 

-· 
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OfFICE OF nn; VICE PI\ISIDEIIT 

Washington 

November 24, 1941 

Honor able Wqne Coy 
Liaison orncer tor Fhergency llanagenent 
2:? St at< lle.>!\rt -,e1t Building 
~&ah1~ton , u. c. 
Ue'll" \'oayne: 

I have gone over your r..aterial but not in as 
much detAil aa I would U ke. 

Thia noon I hnd lunelt .O.th the Honorable 
C. n. 11o71o, Head of the lle!)llrtment of llunitions and 
Supplf in Canad~ . His presenta tion int eres ted me ver.J 
greatlf nnd I asked hiD tor a chart of his organization 
and aey other r elevant mater i al he nicnt have . I am 
sending you t hi s chart and t he other mat erial also . 
I like hio set-up vo~ much . I t serms t o mo logical 

100 

to Mve procurement, priorities and alLotment i n the 
awno show. I told Don Nelson this ove r the • phone t his 
afternoon and a~td I w~o sending t his %.&terial t o y ou 
with the ousgestion t 'tat you stuc(y it and t hen talk vrith 
Nelson . 

If you .O.ah to t alk wt~h aey of the Canadians 
you can get in touch "i t h J . .l . Ca:-SI'fell of the Canadian 
Ueyartc«>t of ll~1itlons ~nd Supply ~t 15th and U ~reets . 
It ~ be t h&t y ou will wAnt t o get in touch with the 
Honorable C. L>. Hon H he has no~ gone oack t o otta~<a 
lrJ t he ti.::le ~'1.1• l e tte r ,;et s t o you. 

Stneere.l¥ yours , ~ 

1•1 H. A. loallac~ 

EnclO"'-U'OS . 
r: 
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Treasury Depar~ment 
Division of Monetary Research 

Date ... o!.~!l\!~t~l .. .l.A..l-2~.? •.. 19 

To: Secretary Uorgenthau 

From: llr. Wh1 to 

As or December 15, our actual ex­

penditures on lend-loaee a i d to the U. s . s .R. 

amounteO to only t 21 mill i on -~ t 9 million 

or aircraft and tl2 m1ll1on or combat 

vehicles, 

--

1.01 
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OFFICE OF LEND-LEASE ADMINISTRATION 

FIVE-FIFTEEN 22d STREET NW. 
tiASI-IINCTliN. D. C. 

CO!IU DEII!IAL 

Jo.nu.' ry 7' 194:? 

To : 

Frc~: E. R. C~ttin ius, Jr . 

Subject : Pro:•ress in allocati ng and 
obltcat1ne Lcne-Leaoc fynup 

Thu 11 t b ehcd ehe.r t on t he above 
sabjcct 1o • ent y~~ for y· ur eorSidtnt1nl 
inf'onmt1on. 

Attachment -· _ , 
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LEND-LEASE FUNDS 
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The at tached letter wae aent to the tollow1ng. 
Signed H. Morgenthau, Jr. 

Honor able Jeeee H. Jones, 
Honorable Poat~aater General , 
Honorable Paul V. McNut t , 
Bri g. Gen. Phili p Fle~ng, U.S.A. 
Honorable Secretary ot the I nterior, 
Honorable Secretary ot Labor, 
Honorable Attorney General , 
Honorable Secretary ot Agriculture, 
Honorable Secretary ot Co~merce, 
Honorable Secretary or State, 
Honorable Secretary ot War . 

1.04 

otc ; A Jc!;t,)r t··~r n ... ~ ~ , !'; 1 

~ · tl.~ · av;; J,nr lppn ro~rrrtd · !"! 
:" tl.r ,..Pcrr t q.r~ n " :nvu 
~: tt, li ~; ~rr·as~~~·~ "'1111: . 
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J&n11&1'1 7. 1~2 

113' dear Mr. S.oret1U'7: 

I .. encloa1ng a cop:r or 81 letter or Deo~ 
ber 29th, to the htada or 'freaaUl'J bureaua and 
d1Y1a1ona, v1tb reapeot to the purobau of 
Detenae 8aY1nge bonde and etaape b7 eaplo:reee or 
the Departaent. 

It 11 believed that a letter along e1a1lar 
11nea, froa the head of eaoh departaent and ageno:r 
of the GoYernment, would ba•e the efreot or 
1noreaa1ng aubetant1all7 the .. ount of bonde and 
etaape purobaeed regularlJ by Fedaral eaplo7eea. 

B1noerelJ, 

(e1gne4) B. Morgentbau, Jr. 

!'be Honorable, 
!'be BeoratarJ or State, 
Waeh1ngton, D. C. 

.• . .. . . 
·~. . . - . 

ll:: r. 
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TREASURY DE PARTMENT 

WASHINGTON 

~cf!llber 29. 1941 

io the !leads of Treasury JUreaus and Divisions:-

0\ May 22 , 1941. 
Treuu ry empl oyees in th~ 
bonds and ~tamps. 

cstablhhe-d a plan for the voluntary ,_rtic:iJ)Ition of 
Government's campei F for the ule of Defense Savina• 

'Mlih the nuft'ber of plcd&es received, on tho b&sis o f IIDQf\thly reports, 
indi.ca tes that a large percentage of Treasury personnel , in our combined field 
and depert~bll services, have si&nifi ed their inten tion to participate in the 
c.'lmpeign , tho tote l AITICII.Jnt of De fense Savings bcnd.s end sta.mps p.archued by thetn 
up to this time throu&h tho De~rtment 's grO\,Ip a aents rdl ects a re:lativdy low 
pe r ~pita average of mmthly purdtues, In this conn eetiM it h realhed. of 
eour$e, thfl t some empl oyees prefer Co buy c_hoir bclnd• and stamps from post of. 
fices . bonks and similar a&Meies , so that all purchases a re not lnclud~ 1n the 
figures repor ted by the Dt':pertment•s &roup a aents. This is .-rtic:ular ly true in 
th~ cas~ of our field services. 

The declaration of war places e n~ end increased respon1ibility on De fense 
S01 vi.ni.S Cocm!lttees nnd o thers m c.aaed in the Important task of pr0«10tinc the Ale 
of Defense Sevin&s securities. l..oc:aJ c:orrmitten throughout the country ha ve been 
ur&~d to re · double their activities and to CGn~c:t a u lu compeiiJ'I which by ite 
response wi ll demonstrete tht~t America to a •n is behind our ar~atest netionel 
t~ s t . 

&rployees of the Federa l Gove rrwent should be atnOn& the leedeu if not 
foremos t in the vast army of 1Nie•eemers who thr~P,cut t he country are so Ctn· 
erous l y responding by st-Hina aside po~rt of tht ir eem in&s each pay-day or eaeh 
month fo r the purchtlse of Defense Savlnas bonds and stsmps. 

The h~eds of $O«:tions and ~its of Tre-uury b.ueous and divhic.-.s in Wuh· 
in,ton 11nd throu&tlc:ut th~ several Held services can r~der inVIIIluable nniea 
by remindina their employees of the opportunity thus of feted whereby they _,. 
volunt!!~rily provide 11 stiwbtina example to workers evnphere by actually 
putting uide as n.~dt of their inc:c:me as they feel tht.:y can ~pe re each IDOilth for 
in vutment in these se-euri ti es . tn so doina, they wi II not only help their Go•· 
e rnment, but will at the same time provide for their awn financial aecurity in 
the yea rs that lie ahead. 

1 feel sur~ tha t 1 st\1111 twve you r complete cooperation in th is •tter. and 
fee l ec1ually ccnfldent that Treasury e-mployee. everywt\er~will respOnd tothia cal l. 

Very truly your•, 

Secreta ry of the 'Treuury. 
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I *"' very glad to ha1re 1011r lett~r of t lte 2Jr<! and to 
rel'l7 to the wggeat.icna ccnt.ained therein, 

The rercm~ Bond ""U 1ng ltu b!o~n ~ore tMr! at!Joul.at.ed 
b)' t he declaration or ...,.. and nlu are now oxce<'ding the 
h"'>>• of a f ew - •Ita a go , or eouraa, the hifheat po .. i ble 
ealoo will r.ot obrlete t he ntteaoeit)' of eCIIplllsory sov1nga 
unloaa the transfer of the ·~ fro. a peace to a war 
bosh and the lack of uoual inveat.oant OJIPOrlunities tree 
tun~• in web quantit1 that tundo aoel<1ni ilmlet.onent grcatl,y 
exooed rema1nins outle ta other t hlll UOvei'!'Wient loondo, Thera 
11 groat prmiae that thh will be the caM and that there 
wUl be available the large wao 'llfl altall need t.o borrow, 
even with increased taxes, 

In the z i ddle par&f!Tapll o r your let t <>r , l thinl< you alae 
have 1n a ind ~sory aavtn&a 1n a -awhat ditferent eenaa, 
!'rom the etAndQOint or coabot1nt~ i ntleticn, cCIIpllloory sn­
inll dou take a-,y purohas in& power at • tiae or high wa&eo, 
•1th the &ddiUOIIal &<!Yanta~o .. or uk inll pu.rohaoin& po•n 
anilable a t a tic;e -.ben -~flit hao sone bel ow a certain 
lnal, lloraover, ouch oc.plllaory oav ina baa a greu equ1 V 
appeal booauae 1 t "'*" s ooJ..y tr.J>orary the extraction or cen­
tributiono from tha l t w 1no011a CI'OUJ)I . Tllil extract ion 11 
naceoaa.,. booauae of the large 11aaa purchesin& co ... r 1n the 
low 1ncoor.e BJ"'upl, but the c OIIpUle0"1 avinc feature rear.oreo 
the contribu Ucn ct a ~ore prop1t1ouo t il'e, Like you, we are 
attrachd b:Y t l'.is idea and han been wcrl< !na on features or 
it tor a0111e tine. I quit<> acre• t hAt the r ngre .. 1ve e!f•ct 
or t he .. l ea tax doea not nece u arily &J)Qly to compulsory ""v-
1nge. 
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In t.M lan -'-- ot yoor latt~r, ycoa -.,pn u. 
po .. iblliV or a -'- wto.rw_, halt u..-' at u. an 
s.- in 1942 -• tho net 1DCON in 1941 wcoald haw 
to bo inwatod in ...,...,_ • .,. ••me• wl\1111\ OCNl.d not be 
clnMt 'll'pCIII liDtU 8a))lo,rll•t had fallen beloa a cortain lewl, 
11'o han coneidorod nriov.a •'-• tor toxin& inora ... • in 
ependabla in- • d -'-in& \hoM ao,_ .. 1n t he loaer 
'br .. ate '19' addiJI& tho taat.urw or ~aoll')' aavinp. So 
tar, U. hoe prow d iapoeaibla t.o tr•a "'Il plan whiob ooul.d 
be, at the - tiM, ..-1ninrwt.1wl,7 taaaibla • d abo 
rwa-.~ aqu1tebla1 boat w ba.,. not abooldoned tho idea. 

'fa hope that yov. will &h• ue "'Il fllrt.ber ....,..ucma 
in t.bie or "'Il o\ber ....,_u.., wh1ob O<'OIU'a to ,.ooa, 

Tba lloiiOJ'abla, 
Tbo Vioo Preaidon\1 
• aah1natcm1 D. C, 
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...... ~.~-~! .. ~~~-~~~l .................... _. ___ _ 

{tnt• 11 for a record in the Secretary'• 

f'ilflll' , &I I t;&Ye hla t.hi w l .nformtion 

~n rou~e fro• bla ho£e to the office 

oe Thuro4<\7 aora1114 . 

Dave H. Korria, Jr . 

i'rom: 

• 

' 
• 
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TO 

TREASU RY DEPART ME NT 

INTER OFFICE COMMUNICATION 

Secretary Morgentbau 

Dave H. Morrie , Jr. 

111 

DATE January 7. 1942 

Subject: Issuing outlets for Defense Savings Bonds being 
arr anged through Federal Reserve Banks. 

In accordance with your r equest, I talked this after­
noon with Mr. Young, in Chicago ; Mr. Sproul, in New Yor k; 
and Messrs. Ransom and McKee , of the Board of Governors, 
with the following results . 

(On investigating the background of this situation, I 
find that Chicago, New York , Minneapolis, and perhaps one 
or two other Reserve Banks felt t hat the form of telegr am 
to lar ge corporations suggested by t he Treasur y. in their 
telegram of December 30. was not the most suitable approach 
and preferred to wri te individual letters, giving consider · 
ably more detail. This procedure was approved wherever i t 
was suggest ed. ) 

Conversation with Mr. Young : 

In view of the above background, I simply told Mr.Young 
that you were very interested in knowing what progress had 
been made t o date in his district. He told me that in view 
of the complicated technicalities involved , it had taken 
them a day or t wo to prepar e their letter s and that the 
first ones had only gone out on Friday night, with the bulk 
of them going out on Saturday (January 2 and 3) . They 
start ed receiving replies yesterday and some more today 
ll.nd a ll replies so far received were affirmative. They ar e 
proceedi ng t o work out the actual designations and make the 
necessary a rrangements. 

mail 
sent 
sent 

At my request, Mr. Young said he would send me an air 
letter tonight, giving me a copy of the letter they 
out and some statistics on the total number of l etters 
out and the repl i es r eceived to date. 

. . 
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Conversation with Mr . Sproul: 

Mr. Sproul said they had been working over the letter 
to cor porations who were operating or contemplating putting 
into operation payroll deduction plane and that the letter 
was going out t onight. He said he would be glad to keep 
me posted on the situation. 

Conversation with Messrs. Ransom and McKee: 

In accordance with your suggestion, I telephoned 
~r . Ransom concerning this matter. He said that while he 
had originally spoken to you about it, he had done so 
more or lese because of extraneous circumstances and that 
Mr. McKee was real ly the one who was following the Defense 
Savings Bond situation. It was finally arranged that I 
would speak to Messrs. Ransom and McKee jointly, which I 
did . 

They were most cooperative, but indicated that they 
were a little in the dark on the matter . For instance, 
the first they knew about the Treasury telegram of Decem­
ber 30, was when one of the member banks (Richmond) tele­
phoned them to ask for some information on the subject. 
I told them that I felt sure this was just an oversight 
resul t ing from an attemot to get the ball rolling rapidly 
and that in the future i would see that they were infonred 
on such items. 

~ 
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JMU>~ ry 7 , 19112 
Gecreta r y Mo rgenth~u 

ryave H. Morri s , J r . 

. lub j ect : r ~ ~<u ing outl et11 f or Defense Savings Bonds being 
~ r r~nged t hr ough FederAl qesr r ve Ranks . 

Jn a cco rdance with your re 1uas t , I t a lked t hi s a fter ­
noon .•!ttl : r . Youn)\ , i n .;h !c~go , Jol r. ~oroul, i n New Yor k , 
" nd I'· n· . ':> nsom 'lnd c t:ee , o f t he 1oa rd of Gove rnors , 
!tL t he foll o••!n6 r e11ults . 

( n inv ~s ti e;::;. t inr, ' the os>.cl'&round of tl.i ·· s itua tion , I 
f! r.:J t t:· t Jt. i c<~ e;o . lir ' ' 'fo rk , Hnnc .. -ol if , ncl p..: rh~>.os one 
o r t wo o th~ r •eserve , an>s felt tt a t t ~t u fo rm o f tele., r am 
to l ~ r"~ Morro rat ion~ ~ukbue tud uy ~ •. c • re·~~rJ , i n t~eir 
te l e~ ra~ o f )ece~bu r 30 , ~an not the moR t sui t a b le aooroach 
r nd ort:fu rrcJ to •·•r i te indi v1Ju~d \ u ttt:r~ , b1v1n6 cons- i der 
·•b l:l tr.o r e rh:t ~ i I . Th i F oroC'edure ~J\t> an- roved l~h ereve r i t 
wje: t• Ut,._es t ed .) 

~onve r s>~ tion with Vr . Young : 

Jn v i ew of t he above b<tckp: rounti . I Pi mo ly told .•. r .Young 
t h' t JOJ wer e ver7 i nter er t e<l I n KnOYin 6 whAt , rogresP h1d 
been m~de to d1.t e in hi£ d i s trict. ''e t olrl 'lle that in v i ev 
of t he co~nlic~ ted technic>~ l! ti t:F invol ved , it h~d t ?.ken 
t he'll ~ rl~y o r tvo t o nreo~ rH t he ir !ett c r E ~n tr.a t t he 
f irs t ones h::td on ly gone o:.~ t on f r i day ni !\h t , · t h t he bulk 
n f t he;. j;'oinf. out on 3fl t urJ"Y (Janu". ry ::> ?.nd ~) . ':'hey 
~ t 'l rt eti r eceiving r enli e~ yeR to rd~y ~nrl ~>o or.e mo r f' t or!l• y 
nn · 11 rep l i es ao f~ r r eceiveti ;·e re ~ rfin'ltive . '!'hey <~ r c 

~rocccd lng t n wor~ ou t th~ ~c ttt~ l rln~ 1 vn~t i onR •nd ~Rke tbe 
nec~PP~ry 'l. rrPn, e"ents . 

·~:~ 1 I 
"ent 
s en t 

\ t ·ny reques t , !o! r , Youn, rn i <1 flo •.-•on ld r.en(l me 
J, tt e r ton i ~ht , i i v iny m~ ~ ca~ 1 of the l a t ~ur 
ou t ~ nd s ome s t at i s t i c s on the totPl numbe r of 
ou t ~nd t he replies r ece ived to t• te. 

'\n a i r 
t hey 
1 e tt e rs 
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Conver sation wi th Mr . Sproul: 

Mr. Sproul s~id they had been worki ng over the l et ter 
t o corpor11.tions who were opera ting or contempl at i ng putting 
into ope ra tion payroll deduction pl ans and that t he lett er 
va.s go ing out t onight. He sa id he ~toul d be glad to keep 
me posted on the s ituation. 

Conversation with V.essr s. Ransom and VcYce: 

In accordance with your sugges tion. I telephoned 
Mr. Paneo~ concer ning thi s aatter. He sa id t hat while he 
had originall y spoken to you about it , he had done eo 
more or leos because of ertraneoue c1rcu~sta.ncPs and that 
Mr. )!cYte was re ... 1 1y the one vho vas f ollo·•ing the Defense 
Javin6 P £\ond s ituation . It '.t'\!1 f i na l ly arranged that I 
vould epeak t o ~ess rs. Ranee~ and ~cKee joint ly , which I 
did. 

They we re mo~ t cooperat ive , but indi cet ed that they 
were a little in t he dark on the mat t er. ror ins t ance, 
the fir s t they knew about the Tre~ eury telegram of Dece~­
ber 30. ~an when one of t he me~ber b~nks (R i chmond) tele­
phoned the~ t o ~sk for some infor~tion on the subject. 
I to ld t helll t hat I felt sure t hi s li!'.s juct an over~ i ght 
r esul t i ng frolll an atte~ot to get t he ball roll ing rapidly 
and t hat in the fut ur e I would see that they vere informed 
on such ite:!le, 

D4M,Jr ./dwb 
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Untilled Order• tor SaY1n6• Eoooa a t tba 
Federal Reaene Banlta and t he r oat Otr1oe Depart .. nt 

Oeoeaber }1 t o dote 
(In thousand• or o1eoea l 

unnue<l Nev Bonde Untllhd IBM :lelher1es thh dq Order• ordere Orden aanutao-De.:r a t o';)en1ng Reoe1Ted tured a t oloae 
or Toda:r toda:r : or A t :rpe B t:rpe Total 

bua1neae • hnai n••• ... 
.. o. Jl 919 2115 375 629 -r :::1) 
Jan. 1 S29 none - no aa1l 4oo 429 3 

2 1129 932 370 991 _, -

3 991 6oo 420 1,171 .. 
4 1,171 none - no 11&11 none - oloaed 1,171 

5 1,171 ?57 173• 1, 255 }. 

6 1,255 425 272• 1, 4o!! 

Ottl.O e ot t~ Sooretar:r ot the Tr eaaur:r , 
01T1a1on or Reeenroh and Stat1 at1ce. January 7. 1942. 

• "A" t:rpe only. 1M eu.reau ~~~&nutactured 272,000 •s• t :rpe honda on January 5 and 
173, 000 euch bonds on Januar:r 6, but these honda vere not eb1pned out of 
~aeh1n~ton and are not counted t or the nurpoae or th1a table. 
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Acea\1 1 reqv•••• tor t aYlnR• bon41 untl11td at 
till GlOII Of butllltu, J&DU&I')' ,, 191!.2 

( Ia 'houunde) 

I DiDPalna\ l on 
I t 25 $1)0 t100 I t500 tl,ooo ;!oh1 I 

ftdlrd ReUM'I Bl'.n'ltt 

Botton 5~ 27 ,~~. II. ~ 125 

lilY York 79 92 1n . 
Phlledeln~b. 1) 2) ,, • 

Ol.ntlllld 21 20 ~1 

ltlohllond IS 17 16 ) l!.l!. 

Atlllnh 5 13 10 1 29 
( 

Ch10IIfi'O SIS 51 6o; 10 214 

' 6t. Loull 9 IS 12 29 
MlnU!li)Olll 1 111 7 1 23 

k""""' Clt:r 41 22 22 4 49 

Dallat 12 u 
Sen r'rMoltoo 11.2 20 31 1 9~ 

Poet Otflo .. m. ~ ill. - - 501 
I 

TotAl ~3 l!.79 521 24 1 1, llot\ - - - - - -
ortioe or the !eoretnr:r or tbt treaeury, 

Dl vl•lon of Rtttarch and Ot at1ttlce. 
January 7, 1942. 

CCl~t\UU~ \\1\\.. 
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.\Otlla1 :lbo~•• ot lln1Agt Eoll<l e 1n t~ rle141f 

(lo t bcue&Ma o r p l .... ) 

1 Deo, I Jan. a Jan. I l ao. I J&A, 
lO I ~ l s § 

, eeeral 1'\uer ·n !!Mill 

!!ae t on ~ 3 ~7 100 10 7 125 

Ne.,; Yor ll 70 45 Ill! ~ 1 )0 

• hllade1r ll13 3 21') 30 33 27 

Clenland !i 3 5 5 15 
ollohmon• 1.? u 1) 17 44 

.\tlanto. 4 & 12 ll 10 

( Cn1C8(.0 u6 1('~ n 4 l~ 107 

!l t . L.ouh ~ } G 5 14 

hl nlltn;,o1h !> 16 .:2 13 2} 

~neu 0 1\7 3\S 4~ }!: 4.) 4; 
.... n .. 6 5 I! 10 G 

t ,. n r •oohoo 17 1 ' 0 .)4 117 

t i t t•tr l Oti ~ 194 2111 ill. 1)2 

oCt a l ~ ~ ~ §.Za ~ 

r doe or ta. Lae r e tary or I.F.e ti'euur 1 1 Ja.-.u;,r y 7, 1942. 
:ll'rlalcn of .... :.roh anj llta tl at 101 • 

!I ••fln_., t c ... n a ltuatl one where local ~ •tn t e ~~•a ac t ually 
' COil t 9<1 0 lloa U C'n• t or bc nf.e or are walt ln- t <' ~ooert 
auch ~ - 11o~tlcne. 

I 
t COMIUE' ~L 
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1li!ITID S!.LTES SAVUOB liC!IDS 

CoolparftU'fa Stat-t or 5al ea Duri.Dc 
rtrat J'ha llud.aaoo Do.7w ot .r-ry. 19112 ""d ~eaber aD4 llonabc, 1941 

( lo....ber ~6. De..-ber 1-5, J1U1uary ~6) 
0.. lloao1a or Issue Price 

(Aioolmta in th~d• ot doll ars ) 

S..lea 
Amount ot Inoraaaa 

or Decreau (-) 
Perca.atace or Incraaoa 

or Decreaaa (- ) 
Ite11 

January Dacaber BoTember 
JAD\1Ar'7 I Dac ... ber 

onr o••r 19112 1941 1941 Dac•ber I Jfoy•ber 
O'fer 

Dec•ber 

Sarlaa I - Poat Offlcea • ~.636 • 10,141 • 8,599 • 19,495 • 1,~ 
Snl• I - liADica .904 18,071 13,582 46,833 4, 

192.~ 
259·2 

S.r1aa I - Total 94.541 28,212 22,181 66,329 6,031 
Sar1ao J' - llanlco 9,8Sl 4,7o4 4,47~ 5,1n 225 
Sniea 0- llanlca 41,319 38,146 31,25 3,173 6,892 

235-1 
110.1 
__!:] 

Total $111?,74o $ 71,062 • 57.913 • 74, 678 $13,149 lO'j.l~ 

O!tioa or the Secretar;y or the Tr .. oury, Di'fioion or a. .. areh and StaUotico, 

Source : .U1 !1t;11ra• are depooito with tho 'l'raaourer or the United St&tea on eceount or proceedo 
or aaleo or United Steteo o&'fiJICO bondo. 

J ote: Ji«ur•• haft been rounded to neareot thouo~~nd and will not necaooar1l7 add to totalo. 

onr 
lfonaber 

17-9~ 
33·1 

27-2 
5·0 

22.1 

22.~ 
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';:· Da117 8alM - J-.rr, 19112 
~ :au1a of Ian• Prloe 

·~ (Ia \b<laaaa4a · at 4ollan) 

Poet Cltt1oe 
:a.Jt :ac.4 ~aloe All :ac.4 ~alee ••• :lee4 laloo 

llerioo S . ..., ... SorS.oo J SorS.oo 0 !otal hriao . hrlooJ loft• . Nal 

J-.rt1~ 

1 • ~·912 • 10,229 • 1,96~ • 7.6o5 • 19, 79S • 1~,211 • 1,~ • 7.605 • !), l'ID 2 ,102 10,736 2,(156 7.779 20,571 ~.5:51 2,"' 7.779 l5.m 3 ~.1157 9.557 1,271 5.1153 16,289 ,015 1,271 5.1153 20, 

5 9.6111 26, 72~ 3,2llo 1~.~ ~3.661 J6,11o1 3.211o ll.~ "·= 6 6,711 7.659 1,J~1 .ns 15,771 1~.369 1,~1 .771 22, 

!ohl • 29.636 • 64.~ • 9.SS1 • ln,J19 tll6.~ · ~.~1 • 9.111 • ~1.3~ tlll5. 7llo 

Oltloe at \be loontoq at \be ~. Dlno1oa of :a.. .... cll aa4 UaUoUoo. J.-rr 7. 1,aR. 
.......... , All ftcvoo are 4epooUo wUI>. tbe !N&ftl'Or ot no Ollh4 fta\oo • •-• ot prouob of 

oaloo ot Ollh4 lta\oo oa'l'i&p llcol4o . .... , J1can• llaft ••• .. ........,. t o . ........ n.-aa4 aa4 w1ll aot ••-aanl7 &44 h t&talo • 

Regraded Unclassified



Chaee Natlonsl Bonk 
See Stabilizatiocu Frs.nce S3 
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Cbaae latl. B&DI< 

lldriob and .&oderoon (Boojaain 11. - Ecoooaiot) 
iO~ t o .Europe; Anderson io MOI.ni Hull aud 
wiobeo to - RIIJr also before ooill.ni 4/28/37 

66. 231 
a) HIIJr diaouosea 1ntenin witb lldr1CbJ 

tells Aldrich, Anderson •rubbed hill trraD& •1• 
and be (IIIIJr) tbinlto 1nteM1.ew was moat 
unfortunate 4/30/37 340 

372 
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Chaoo Nail . Bk. 
See War Condi'ti onu For eign Funde Cnntrol; SUv 9 
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Phase Ratl. Bk. 
See •ar COild1t 1ona: Yoreien l'IIDde C<O>trol 
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Chaoo Natl, Bk. 
See Genany 518 
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~ ... llai!.. Bank 
See Spain 604 
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Chaee llatL bnk 693 
Gowt . case againat and ':J'intl~rop Allrich' li react.icn 

t o discussed by Trees . ,roup 
1/13/44 693• 177 
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Chaoo National Baak 
1Dd.1ct••nt reportecl in ••• by Paul 

2/3/44 
700 

700• 82 
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Chao• Noai1. Buk 
See Hethe~ludoo Loan " J 
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Cb&•• NaU. halt 
SH roro~ F1111do Ccmtnl 
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Chaoe Na tl. 9ank 
See France 
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Chau Natl . 9eJik 
See Forei&n Tund e Control 
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Chase Natl . ~ank 
See foreign 1'unds Contr&l 
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Chaee ~tl. Bank 
See Forei gn Fund• Centrel 
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Chaae Natl . Bank 
See 1orei gn Fund a Control 
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Chaoo Natl . Bonk 
See Philippi ne Ialanda 
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Chase t!atl. Bank 
See Foreign Flll'ldB Contral 
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Chuo llatl . Bonk 
See Foreitn Fund• Contrel 
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