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11INU'l'BS OF A PRESS COim::I!EaiCE 
TAKEN AT THE HOTEL WALDORF 

NEI'I YORK, N. Y ., JUNE 1!, 194:!1 
4 . :!10 p,)l , 

MR. MORGENTHAU1 Gentlemen, I don ' t know 

1 

whether you had a chance to read this , but 1f you 

have and you have any questions you would like to 

aak J.!X' . Burgess or myself, we will be glad to anawer 

them. 

Q (By the Preas) What ia the fundal!8ntal r eason for 

t he un.ifieati on - the merger? 

A Well we thought - - I am at a little d1sadva.ntage in 

not knowing to whom I apeak. 

paper you represent? 

What is your name, and the 

A I am Adams, of the Tilnee . 

A we simply felt that after the experience we have 

had, we want one organization. Yle tried to get it and 

th1a ia the result, and we are going ahead as fast as we 

can and build up each state organization with the beat non 

we can get and with the beat committees we can get . 

VIe think we have top a here in New York . 

2 

• . . 

And then, as a separate matter, we wi l l sell 

government bonds to the banks , insurance companies and govern­

mont bond dealers . 

Q To banks and i nsurance companies? 

A Banks, insurance oompen1ea and government bond 

dealers. 
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Q !!ow about mut-ual savings banks? 

A Yes - Mutuals. They come in that catagory. 

Q Mr. J.!organthau my name is Dillman, of A.P. Wire. 

I wonder whether it is true that through your payroll sav­

ings you expect to get about fifty per cent more than you 

have been getting? 

A we have been getting about, just about ten percent 

of the payroll through the country and we are going to aim 

for twenty- five . We may have set our goal a little too 

high, but that i s what we are going to aim for . 

Q You mean on that twenty- five percent on bonds , DO 

you mean the government is aiming to get twenty-five percent 

of the national income? 

A lfo , 

Q There have been two or three discussions on t hat -

the other day . 

A I think vtha t we are aiming for is to try and get 

twenty- f i ve percent of the payroll, if we can . 

very h.i gh but we wil l make that effort , 

Q To invest in bonds? 

A In bonds . 

Q How much money would that come to? 

It seems 

A Wel l I can only tell you what we are do i ng now. 

3 

.. -

We are doi ng about f~ur hundred twenty- five a month. Multiply 

that by two and a half , It will g1 ve you roughly about a 

billion a month - roughly . That is a very h18h goal . I 
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don •t know whether we can obtain it . When we started 

out w1 t h the ten percent, we d1dn 1 t think we would get 

that. 

q There will be no individual goals? You will pro-

bably have to get the twenty- five percent - - this is a blank 

figure? 

A The whole underlying principle is a vol~ntary one . 

q To some people the ten percent was a hell or a lot 

or money . 

A Yea . 

q ur. Morgenthau, if the whole underlying principle 

~ . a a voluntary one, then doesn't it mean that you will have 

to use more energetic methode to get the t wenty- f i ve where 

you had been getting ten? 

A Yea . We will uae not only more energetic methods 

but we hope to come through the State organizations , to have 

better organizations , to reach more people. We think that 

the interest of the people in the country in the war effort 

ie constantly mounting. Their investment in the bonds 

•• • 

has steadily increased and we have hoped that it will continue 

to do so . we have no reason to believe that it will not 

contirue to do so . 

Q By saying "voluntary" you still believe it is neces­

&ary for forced savings? 

A rr the amount ot money and the number ot people 

or put it the other way around: it the number of people 

continues to subscribe the amount that they do, forced asv-
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inss is not necessary . senator George said the other day, 

"This thins is goins so ra.r and been so successfUl" that he 

doesn't think forced savings will be necessary. 

But that depends on the American peopl e . If we 

can get the money this way, it ls grand, And everybody 

wants to keep it this way. But if we cannot, we have got 

to get it some other .,ay • 

Q You mean if they continue subscribing the present 

amount? 

A An increasing amount . 

5 

, . 
• 

Q That means an incl'eaae or rit'teen percent in payroll 

savings. Vfuat would bo the increase in the other divisions? 

A It would be proportionate. That doesn ' t mean that 

if we don't reach twenty- five percent we will have to have 

forced savings. It is ni~o to have a goal . 

The second war loan , lie sold thirty- two million 

pieces of bonds . It was fir in excess of what we did in 

the first. I think that tho few States that we have aet 

up, if the enthusiasm that we are meeting 1s any indication, 

I think in the third war loan we will still find more 

people . If that conti.nues, I think the people themselves 

will be satisfied. 

Q Has any goal been sst for the third war loan? 

A Not yet. The only thins that we settled so far 

is for the balance of this month -- some of this is new, 

aomo of it 1s not -- we announced this mor n i ng that we would 

borrow two and one-half billions . we didn't set the date . 
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The date would be June 28th. VIe are going to 

ask tor two and one-half billions with a maturity or ten years 

or less, open to everybody, and then -- I don ' t know how closely 

you follow this, but I can give you the -.hole picture . On 

the 15th or June there are six hundl•ed twenty-nine million 

l-l/8 Treasury Notes matu.ring which we will pay ott in cu b. 

And we will call the four hundred fifty- four million of ~-~/8 

Treasury Bonds 194~-47 -- we will pay that off 1n caah . .•. 

Beginning next week we will raise our billa to a 

billion dollars a week, which will give us $200, 000, 000. addi­

tional, goi ng up to July 21. at, and after that $100, 000, 000 

now money and we will complete that cycle on the second week 

ot September . 

Now those of you who have covered financial pages --­

MIL BURGESS : That 1a new. 

A (Continuing} thoao of you financial writers will 

understand. The rest of you may be bored. 

Q You said if it was not aucceastul you would have to 

got it some other way . Would you enlarge on that? 

A My job as IJr , Roosovel t 1 a appoi ntee is to raise the 

money . VIe will get it one way or another. That is what I 

meant. I am encouraged to believe that we wil l continue to 

got it on our vo l unteer plan . But we are go i ng to get it l 

We won•t let the Commander-i n-Chief down . I Jmow tho American 

people are goi ng to get it one way or the other . 

Q You were quoted a few days ago in a washington report 

as saying forty-five more billion dol lars was needed this year . 
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Does that cover what you were sayi ng a while ago? 

A Yes . All I gave you here were our financing plans 

up to the 4th of July , That gives you the program !'rom 

now until the 4th of JUly. 

Q What about this plan to have separate offerings to 

banks in privatd capacities? What was the reason for that? 

7 

A Well the reason for that was this: that we want, 

when we have the third ward loan, through the help of the 

newspapers , the radio and all other forms of publicity, we want 

to concentrate on the individual and get just as much ae we 

can !'rom the individuals and by supporting the bank drive over 

the drive of individuals, I feel we can concentrate more 

individuals and we get more subscriptions out of it. 

Q In this last drive was the contributions from indivi­

duals up to what was expected and hoped for? 

A Oh yes . Yes sir, we had set five billion dollars 

from the banks and eight billion dollars !'rom individuals and 

corpora tiona , the non-banking group . We got thirteen and 

a half billions from the non-banking group and we only started 

out to get eight billions . So we exceeded our real hopes 

by five and a half b ill ion dollars . 

Q Actually, wasn't it only three billions over, raised 

from the so-called public, in that thirteen and a half 

billions, the rest coming in from the banks and insurance 

companies? 

A That is correct . I was dividing it from non-banking 

and the rest, 
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Q Coml.118 back on the one point where you said 1n here 

"billion a month, " that would really -- would that three billions 

plus have to be raised from the public? 

A Yea. 

MR. BURGESS: The billion a month would be raised 

every month . It is a little over a billion for Yay. 

It was one and one-quarter billione that month . 

Q Do you anticipate any d1ft1cul ty because of the l&rgtlf 

withholding tax? 

A No, because after all, once the thing is instituted 

the withholdinG tax is, - you are paying a tax each month 

instead of paying it four times a year. 

~m . BURGESS! It is not actually an increase in 

taxes. 

A (Continuing) No. Once it is understood, that is 

our job wi th tho help of you gentlemen to get 1t understood, 

I think the man will have just as much left to invest 1n 

savings as he had before . As a matter of fact he ought to 

psyChol gically be better off because he has not got the worry 

of what is he going t o do on income tax day . 

Q Do you think i t will work out actually in practise 

that way, as before thoro wore a l t of people mo didn't have 

t o pa y much taxes o.nd many none a t all , whereas now they wil l 

have to ~o t hrough the form of getting a refund. 

A I bog t o dif f er . The number of people who have not 

pa i d an i ncome tax 1e very limited . I t is amaz ing how few 

people havo not paid their t axes , 1111d this i dea that this will 

• 
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bring 1n n lot of new tax work, I don't think that is so, 

Q There have been a lot of people who have been seasonal 

workere, who hold a j ob for two or three months and then 

move on. Like a l o t of people in the build ing trades . Their 

aggregate salary over a year would warrant their paylng a tax 

but they don 1 t and how can you get them? 

A I think you are incorrect . It i s hard for us to get 

a man who has a t wo months ' job at a government plant when he • 

moves on, to get him on the payroll plan, But these men we 

find do pay their taxes . They may not be on the payroll plan 

but there are very few people in this country who have not 

paid their taxes, amongst the smaller people , 

Q can you say when the third drive will be held? 

A Some time in September . 

Q V/111 this new set -up change the area? For instance, 

we had a quota in the second Federal District consisting of 

New York and New Jersey and part of Connecticut . 

group handle tha t entire territory? 

Will this 

A No . Mr . Burgess will be responsible for the state of 

New York and Mr . D'Olier wil l be responsibl e tor the state of 

New Jersey . 

Q The quotas will be eat by the Stat es? 

A Yes . And 1n some ways we think it will be worked 

out better than before. For instance , the state of New 

Jersey will have a quota tor the entire state instead of divid­

i ng u p the northern half of new Jersey and the southern half • 
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Thoro will be a certain f eeling of pride going with it . 

Q You are goi ng to have a separate organization in each 

of the forty-eight states? 

A A separate organization in each of the forty- e i ght 

Sta tea. 

YR. BUROESS : And the District of columbia. 

Wt. !JORGENTHAU: Yea • 

MR . BURGESS: Making forty-nine. 

Q When you said that under the withholding pl an i t 

would be every month instead of four times a year , you meant 

every pay day? 

A Yea, that's right . 

Q You say thi s is the f i .rat State . 

plana as to t he next State? 

Do you have any 

A Ylell I have not read tha t carefully, but we have set- up 

now New Jersey, Illinois, Indiana and Michi gan, and !lew { ork, 

and we appointed -- when I say "aot-up• we have a State Chairman. 

And W.asouri • 

Q That i s about six out of the forty-eight . 

A Six. And the others will go very rapidly . It will 

all be f inished by this month so that they will have July and 

August to plan for tho third drive . 

this month . 

It will be completed by 

Q You are not expecting tho diffi cul t i es elsewhere that 

you had here? 

A Well , one never !mows . 
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Q Are you envillioning any chs.nges in the methods of 

arousing interest in the general war loan drive? 

A Maybe Mr. Burgess would like to say something on that. 

Llay I say this: We are very fortunate in getting this Chair­

man. I have great confidence that he wlll do a grand job . 

MR . BURGESS: Thank you. 

Q Is there going to be another committee to handle the 

drive among the banks? 

A (By Mr . Burgess) They will be handled by one division 

of the state organization. The state organization will have 

at least three divisions. one division will be the banking 

investment division, and that will handle the whole job that 

is done - that is bank customers, corporations, special names , 

with the vbole mass that the volume of the money comes from . 

In other things, the number of subscribers who fall 

over in the catagory of payroll savings, that is the second 

division. 

And the third, is what you might call community 

activity - the booths that you put around in different places; 

the foreign language group, which is very active here in New 

York; the house- to-house canvas, if that is done. Community 

Division of Possible Contests. That comes under community 

divis ions; broadcasts to get all the people in on that . 

But the job that the banks will do , and that is not 

eelll ng t o the banks directly but the bank customers , that will 

be handled by the banking investment division. And that will 

have an Advisory Commission, of which Mr . Potter will be tho 
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Cha11'1Dan • 

There will be a director of that division. I 

can't tell his name . I am not ready to announce it. we 
have the assurance of the support ot the vmole banking comun-

i ty on that . That job will be done in book fashion, just as 

1t was the last time, only a little better . 

Q By separat i ng the banking and investment groupe trom 

the other two , do you think it would be possible to ge t any­

mere near the thirteen and one-half billions raised i .n the 

laat drive? 

A The non-banking groups includes bank customers. There 

1a no thought that there will be any sales in the bank . The 

quotas will have to be adjusted . It is too early to vrork out 

12 

yet . Tho national income is increasing and the interoat ie muCh 

greater now so that we may keep on going. On the other hand, lt 

you don't have the banks ln the drive we may have to cut out the 

quota . 

Q Yr • J.!orgenthau I am from the De. Uy J.!irr ar, You say 

twenty-tlve percent or the ealary 1a the goal? 

A Yes . 

Q I make sixty dollars a week. Under the new with­

holding tax they take ei8bt dollars . That would leave fifty­

t wo. It I subscribe twenty- five percent that would be ClS.OO, 

which would leave mo $~7 .00 a week to live on. 

A Not very good , 

Q Do you think your plan le practical? 

A (By kr . 9ur&ea s) I t 1a a hell of a lot more practical 
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than forced savings because with forced savings you would have 

to pay the same figure that a workman , who formerly got twenty 

dollars a week but was stepped up to s i xty dollars , But with 

the voluntary plan the fellow who gets more money i s the fellow 

who pays more , whereas the white collar person, whose sa lary 

has not gone up very much, pays what he can, f i ve percent or 

ten percent . You want a goal high enought for the fell ow who .. 
has had a big increase i n salary. 

Q Who will give the twenty- five percent? 

A (By Mr. Morgenthau) For example, the Kaiser Shipyards 

with ninety thousand employees during this l ast drive, in 

Portland, Oregon, gave twenty- three percent, but the thing that 

I say, the difference between the vol untary and the forced sav­

ings is you appeal more to the men who have gone, as Mr . Burgess 

said, from twenty doll ars to one hundred dol l ars a week, but if 

we 

to 

have to force savings, you won't have a chance , 

Q I am only giving my case as an example. 

A I am glad you asked us . You gave Mr . Burgess a chance 

give a very intelligent answer to the quoetion. 

MR . BURGESS: Here is the reason for changing the 

goal , I heard about a family the other day where they 

have five in the family working, and they are getting a 

monthly income of something like a thousand dollars , whereas 

they used to esrn maybe one hundred dollars a month com-

b1ned. 

bonds . " 

You go to them and say "You are going to buy more 

They say, "l'le are buying our lot . • 
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A VOICE : On the other hand we have quite a 

large number of eases of women working 1n factories with 

husbands working and meeting all their expenses, who are 

giving their entire salary into bonds . A great many or 

them working around the country, the huaband supports the 

family . So that While thie twenty- five percent is repre-

4 

sented by a total number of people, you will have that many 

over and above it , 

Q lolr • IJorgenthau, have you made any guesses 

or what the Post wa.r Debt 1s goi ng to bet 

or estimates 

, . 
• 

A (By Mr . ~lorsenthau) No . I live from sunrise to sunset 

It is a fairly busy day at that . 

Q. one Congressman put it at 300 billions . 

A V/ell , as I said, I stay on a twenty- four hour basis , 

as I say, from sunrise to sunset . I don 1 t make a.ny forecasts 

and therefore don 1t have to swallow any of my words. 

IJR . BURGESS : There is a good expression: "Sufficient 

unto the day is the evil thereor. • 

Q This means that harmony has been restored and the air 

1a a little b1t clear now. 

(llo response,) 

VniEREPON, at s . oo p.m. o'clock the conference was 

clo sed. 
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THE ADVERTISING COUNCIL. INC. 

60 Eon 42>n> s ....... 
Now You. N. Y. 

1010 V uMOHT Av11>1UL N.W. 
w M>UHOTOH. D. c. 
Tol • .,._, o.- ""' T.&..pl...t M~ Hill •~•m 

Juno 7 , 19~3 

The Honorabl e P-enry 'ortentheu 1 J r . 
Secr et• ry or the Treaeury 
taehln~ton , D. c. 
Uy de.ur ~r . Secretary : 

! U(Opreclat e s <~;;.reb t je.o.l your kl nd let ler of l.'ay 49 . I 
.a ••ry b l~d indeed if tho kdvort1~emenl eerved your 
pur poee. 

I 1hkll be has.ppy to hel p tn f'uture ~·ar Bond Orivee i n 4lny 
~~y I Cbn , altho~h I e onfe•• to bo1nL ti l ittle ruety on 
my writing. 

Sincerely yours , 

..£0./2 _-I-. 
T. S . !I";;J{.~ 
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THE ADVERTISING COUNCIL. INC. 

1010 VU>401« Av.,.ue. N.W . 60 EA... 4~ s,.. ... 
N .... Yo ... N. Y. WAIHINOTON. D. c 

T~~ 0..'""' ~ T .&.,.No-! M-plldl S4ffl 

Juno 7, 19~3 

'Mle Honorable Henry '"ore;entheu, Jr . 
Secret•ry of the Treerury 
nenl.,..ton, o. c. 

T us-preeiate e ... reu! Jeu.l your kind letter of t'&Y 4:.9 . I 
•m V'St)' g.lt..d indeed 1! the -.dvorthttment terve-d your­
f!Utpoee . 

I ohull be ""PPY to help in ruture ".'or Bon~ Drive• in uny 
~"Y I c~n , ~ltho~h I con!~•• to beinL o littl e rusty on 
my wri tin~ . 

Sincerel y you rs , 

J.0. Q _ ~f'. 
T. S . '\~7------.. 
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THE ADVERTISING COUNCIL. lNC. 

1010 VDMOI<T AvDIUL N .\V. 60 Et.rr ~2ND SnHT 
Now You. N. Y. WA.SttUfOTON, D. c. 

'T ,,.,_.., Dc.MOI OOfl T.&.pl....r H..., HIU t~~am 

Juno 7 , 19~3 

'nle Honorable P.enry !'orgentheu , Jr . 
Secretery of the Treoeury 
t8ehln~ton , o. c. 

~y det.-r !!r . Secretary : 

1 ~fpreciate a 0 reut 1ebl yo~r kind letter of ~ey ~9 . I 
11..11 v1ry 0 huJ indeed if tne "'dvart1uu11ent eerved your 
purpoee . 

I aho.ll be h11ppy to help In ruturt '1'or Bond Drl voe in ony 
""Y I con , •ltho~h I c onroeo to beinl • little rue ty on 
"'Y •ri tin;s . 

Sincerely yours- 1 

£0. Q -~I: 
'!'. s . !I:Jf.~ 
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TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATION CO:lFIDE::TIAL 

DATE June 7 , 191, J 

TO 

SubJ~O t : The ine s Situation 
llee c endln~ June 5 , 19~3 . 

Sur.~mnry 

:~cl stri ke : A shortage of beehive ool:e result1ns free 
Inst week • s coal strllce has forced the Oarnegle- Illlnols 
oteel Oorporatlo~ to close dotm 11 blact furnaces , and 
furnaocc l~ve also been closed by at least two other 
ole lron !)reducers . \11th colce cup!)l1es de:;:>leted by 
recent work stOP?a&ee, further l'ecurJ•ence of labor 
t rouble ln t he coa l t~ines >rould be p(lrticulnrly serious. 

Prl.oc control : The J)rogrllt.l to eubsi dlze rollback s e.nd 
otnbi!J.ze food prices has failed to eot l efy labor demands , 
tnd hna t\l'oused opposition from ounincAo nnd farh1 leadore . 
In<Uoa tiono are o.ppearln(l that t he Farm Bloc is preparlnc; 
to 1•enot< its drive for hie:;her farm pri ces . 

. ntoles~le !lrioes : Although basic oomuod1ty prices have 
ievolled out elnce t h e Presldont 1 o ant1-1nflation order 
of early April , t he BLS all- oom.cod1 ty index has continued 
1 t a grudunl rl se. I n t he <reek end1nc; !lay 29 , t he all­
co.J.todlty i ndex r ose sl1(;htly to lo4 . o , ;·hlch ls t~e 
l J. ·l.oet l evel since 1925 . 

"l'tl~nnl lnoome : Peyi:~ent n to 1nd1vl.duals 1n Aor11 declined 
•od eratel y , due lar"Ply to a oeasonal decline 1n d1vidend 
~ynents and a contra- sea sonal decline 1n caslt tare 
1nooae . However, on an annua l basis , 1ncoQe payments 
rose to a new high of 3139 . 0 billion !roo 137 . 6 billion 
in the prev1oue month. I ncome payment s duri ng A!)rll 
11erc 2!) percent :lbove the 19ll-2 l evel . 

Stoolt oricoe : Industrial stoolt m•iooa last treel< rose 
to n nel'l h1~h since !lay 19ll-0 on mod.eratoly i ncreased 
tradinr; activity . 
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Pig iron outnut cut by coal strike 
' J\lt houeh the resumpti on of coal minine operations has 

averted lare;e scale disruption of war production, the steel 
industry appears to have been some>lhat harder hit by the 
11ork stoppae;e than was at first cl':peoted . This became 
evident on Saturday >then the Oarne(Iie-Illinois Steel 
Corporation announced tha t it had been forced to close 11 
blast furnaces due to lack of coke. Insomuch as at least 
two other companies are known t o l~ve had pi e; iron producti on 
curtailed by the strike, a fairly substanti a l lo ss in output 
see~s to have occurred although precise figures are not 
available. 

Despite the drop i n coal output due to labor troubles 
around the beginning of Hay , cumulative producti on in the 
first 5 months of 1943 was about 5 percent above the previous 
year ' s level . (See Chart 1.) As a reoult , aggregate coal 
s t ock& at the outset of last t/eek 1 8 work stoppace were 
es timated at about 49 days • supply . Uneven distribution of 
stocks , however , made the supply situation much less 
comfortable than the fit>Ureo 11ould indio~.te . 

Atourrent high operating rates, the steel industry is 
forced to rely on beehive coke for the production of about 
600 ,000 tons of pi g iron per month. Beehive coke ovens are 
depondent on daily coal shipments, and a stoppage of mining 
consequently is felt almost at once in coke output . This 
development already has caused the dr op in pig i ron output 
nroviously mentioned, and it is now estimated t hat at least 
10 dnyo >lill elapse before the current coke shortage can be 
overcome . 

Price control nlans under heavy nrea6ure 

Efforts of OPA to placate labor demands for a r ollback 
and stabilizing of food prices seem to havo fai led to 
satisfy labor groups , and have aroused severe opposition 
from business and farm leaders. l!oreover, the Farm Bloc , 
uhlch hao remained rel atively qulet durine the coal->~nge 
oontroverey , 1s giving t i e;ns of n rene1·1ed drlve for hi gher 
farm prices . 

At n 1/hite House confe1•ence lnet ~lee!~ , AFL and CIO lenders 
aolted the <>resident to intervene wlth OPA in order to str enr-thcn 
th<' control of fo od :prices. Furthol'i:IOr~ , they i ndica t ed that 
oo.1e definite notion must be tal~en to roll :,nck . r1cee . CIC 
F>·· c1:'ent ::ur1·n;,r etated that 11 in a nntion epcndinc; about 9J 
bllllon .. ollure to run a :tc.r, i t io t"" Ju-1~-aer.t of l e.bc:- trnt 
ow· count:·: c= n t.!)')rO?l' inte n .u. or .one;,r of noout 2 bllli:>n 
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dolla.rs to r oll beck t hese prices o.nd hold t h em at a level t o 
enabl e ~~rkers to secure for t hemselve s adequate standards , 
t he kind of nutrition and other esoentials necessary t o 
mai ntain t heir mor ale . " 

On t he ot h er hand, the pl an to euboi d ize a r ol lback of 
food pt•lces >~as threatened l aot >~oek by Congressi onal action . 
I n a bill t o e>:tend t he life of the COO f or 2 years, the 
House Bankinc and Currency Committee voted agai nst continu­
ati on of all OCC purchase-and- resale "subsi dy" programs excopt 
t hn t dealing ~<lth vegetabl e oils and fat e , and its action 
indirectly would forbi d CCC or any ot her Government agency 
to subsidize food production to enable prices to be rolled 
Lack . I f Congress shoul d concur i n the oo~ittee ' s action , 
no t only >:ould t he plan to eubsidiu a 10 percent reduction 
1n retail prices of ceats, coffee , and butter be barred, but 
pr e oent efforts of the CCC to suboidize the produc tion of 
ouch produc t s as canning vegetables and cheese , ~~d to hold 
<\own t he price of milk in certain cit1eo , trould be curtailed. 

Hi 5her f a rm prices sought 

At t he same time t he Bank ing ~>nd Currency Col!lllli ttee 
voted to give the liar Food Adlnin1 s tratot• polier t o i ncrease 
colllnff or lllii.Xi mum prices on commoditie s a11d f oods when 
ouch i ncreases are nece ssary for tho l'll\1' effort . Although 
t hi n notion only indirectly gave por tent of n move f or 
hi (lhcr farm '.)rice a , a bill ( HH 2658) uac reported out of t he 
t:cuoe Rules Co1Ulll1ttee tth1ch t·ould undoubtedly have t he effect 
or t•ai s1ng cotton prices . The bill provides t hat no GoverlliJien t ­
o>mecl co tton ehnll be :;old at a .,rloe less t han 23:: cents per 
pound, dete~lned on the basi s of 7/e -inch middling , but any 
Joverll!llent - olmed cotton may b e cold o.t 25 c ents or core per 
pound \li t hout regard to t h e l1mi t a tions of t he AAJ,. Act of 
19JS. (This act limite s ales to 1 500, 000 bales a :~ear end 
to 300 ,000 bale s in o.ny one month .! Sinc e CCC i s no>~ o!f erinc 
cot ton at n~prox1mately 20 .45 cent o per pound for 7/S ~iddlins 
in t he t e n opot markets , t he pu soace of t n1s bill 11ould 
prevent further Govermaent ea lea until prices r i se ver;{ 
cubotunttnlly. 

I nteFarnt1on of fo od control sue ested 

Di set>tis:i'act1on >:1th OPA' o hundlln(:; of foo d price 
con t t•ol >:ua eppcrent in a bill ( J!H 2C37> introduc ed by 
::11 >l'enent nt1ve Fuloer l nst Heelt t o .:1ve th~ Uar Food 
;,Jlllnletr ctor control over pr1cen und t'l'.t1on1ng of f ood& . 
Sc:-~c cuo•)()rt for euc!1 n cove ~:t•s t;;iven "•' t:1e release of a 
ct11':• :>f t-.e 3rook1n.:;s I nstltutlon ll'Ct 1 ec': ··:.1c:1 "ttrH:·ttet' 
t: et;.l111t. !n :·,e 3r1 t l s'l coct-or- livin inde:o: :1o 1n1~· to 
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organization or price controls nlona commodity lines. The 
British organi%ation for pr1oe control places in separate 
agencies , one for each commodity and service group , the 
combined responsibility for price control , rat i oni ng , 
import and export control , subsidies , licensing , conser­
va tion , and st~ndardization . This type ot organization, 
t he study notes, has made possible "en ettective inte­
gration" of control over suyply, demand , and prices tor 
each produo t . 

Subsidy rollback pro10rrun under way 

Following t he recent establishment ot a butter 
subsidy, the OPA announced late last week that a subsidy 
on menta would be started today . Retail prices of moat 
~eats will not be rolled back until June 21, however, 
and cured end processed pork prices Will no t be reduced 
until July 5 in order to prevent inventory losses . It is 
eatimatod that the meat subsidy will coat trom ;?250 mil­
lion to ~300 million annuall y , and that retail meat prices 
will be reduced on the average by more than 3 cents per 
pound . The subsidy has been vigorously opposed by the 
meat industl'Y in full- page newspaper ada, as costing the 
taxpayers hundrede of millions of doll ars ldthout sol ving 
maJor litlrtime meat problems . 

De t a ils or a subsi dized rollbaolt of coffee prices >~ill 
be announced at the end of this >~eek , it is reported in 
the press . Cottee dealers , tearing a l o s s , are protesting 
the rollbacks. They maint ain thnt oottee pricee have not 
bPen raised during the past fifteen months, and are too 
low under existing ceiling prices, in view of the increase 
i n coots ot doing busi ness during that time . The coffee 
cubsidy , it is estimated , Y.ill coot about ~30 million 
annWllly. 

Rise in reta i l rood prices 

The basi s for mounting concern over the rising cost 
of roods is clearly indicated by t he otecp rice in the BLS 
ret nil food price index during the pas t t~<o years . The index 
r.dvancsd ful ly 21 points in the yea.r ending April 1943, 11hiOh 
l lll' t;ely covered the period s i nce the Gonernl l!mci mum Price 
l\eculnt1on bec ome effective , whi le in the pr ecedi ng year 
t he ndvonco had been .19 points . 

Desoi te t!le greater efforts in control , the pr ices of 
aooe foods have increased ouch more in the year endin~ 
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Apr11 1943 than dur1ng the precod1n~ 12 mont hs . Retail 
nr1cec of fresh tru1te and vegetables and or eggs increased 
almoat 3 t1mee as much from Apr11 1911.2 to Apr11 1943 as 
durl ng the preceding year . ( See OI'IS.l't 2.) l·!oreover, 
prices of meat s and dairy producto have shown large 
advances in the past year. In contrast, the price of an 
item like sugar, 11hich has been under price ceilings and 
rationed t hroughout mos t of the paot year, regi s tered 
little change in t hat period. 

lfuoleeale nrioee move higher 

De opite the leveling out of basic commodity prices 
si~oe the President ' s anti-inflation order of early April, 
the BLS all- coQmodity index has continued to move gradually 
upward . (See Chart 3.) In the week ending Hay 29 t he 
all-oomcod1ty index rose 0 . 2 percent to a new ~~gh since 
1925, o.nd at lo4. o is 3g . 7 percent above the pre- war level 
of Aucrust 1939 . Increases in farm and food prices continue 
to be largely responsi ble tor the rise in the inde~ , higher 
prioee tor fresh fruits and veeetablee , rye flour, calves and 
sheep contributing to the l at est Heek ' s advance . 

Little change occurred in the commodity marltets l ast 
>leelt , although the BLS index of 2S bnai o commodities r ose 
e l1ehtly . Barley prices Here up 3 cents a bushel as a 
result of an advance in t he Canadi an export tax on barley. 
\~eat pri~s rose l cent, while corn prices were ott 1~ cents. 

Farm prices continue r l se 
~ Prloes- or all major groups or f arm products, except 

da1rl produc ts ~~d meat ani mals , increased or held steady 
durin<; the non t h endine :!ay 15. (See Chart 4 . ) Seasonal 
CldVDJIC88 Of 25 Ce:ltS a bushel l n the price of apples and 
32 conto a box 1n the price of oranoeo lar~ely accounted 
for the more than 12 percent r i se in t he rrult i ndex i n 
Hay . (This advance was subst anti ally larger than usual 
ror thin time of t he year .) Re1'lect1nc sharp i ncreases ln 
t he prices of pot at oes and tobacco , t he m1ooellaneous 
c roup rooe over 11 percent. The dairy products index , 
however 

1 declined slightly (le es t han the usual seasonal 
decline }, and t he meat animal index fell about 2 percent. 
Truck crop prices were off shar ply no heavier supplies 
beonno available. 

Cont1nuincr the UJ>\1ard trend or the past t>~o years ' the 
co.lblned index of farm J>ri ces advo.nced 2 points l as t month, 

27 
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and at 187 is 23 percent hi~her than last year . Since 
the i ndex of prices paid by fnrmero (including interest 
and t axca) advanced only 1 point , farm prices averaged 
115 percent of parity as compared to 11~ percent a month 
earlier, and 100 percent a year earlier. 

Cash farm income (includi ng Go vernment payments) 
docl 1ncd ccntraseasonall y in April, principally because 
of a relatively lighter movement of meat animals and a 
lees than usual increase i n income from butter and esgo • 
. :ov~rthcloco , cash farm i ncome contlnueo at very high 
levels . In the first four months of t his year farm i ncome 
~:ac nvero.aed core than 30 per cent above 1942 levels . 

Rlee in income oayoente slackens moderately 

Due largely to a seaeonnl drop ln interest and 
dtvidends, total income payment s i n April declined moderately 
from the previous mont h . On an annual baois , howeverl income 
p~yments continued to rise and roached a new peak of ~139 .0 
billi on as compared ~11th ..,137. 6 billion in the previous month. 
( Soc Chru•t 5 . ) April income paymontc ~rore 25 percent higher 
than in the same month in 191!·2 . 

In addition t o t he seasonal docroaoe ln dividend 
paymente , farraers ' cash income f1•om fnrm mar ketings 
decli ned in April and . t he r a ts of i ncrease in Federal 
Government llayrolls sl owed do~rn . Pnymento for salaries 
and llnges continued to rise dut'ing the month e.nd were 
)0 percent higher than in April 1942. In reflection of 
the croat expansion of personnel in the military establish­
~~nta , ~~ents to i ndividuals from Government sources 
Jum:Jed gs l)e1·cent in the s ru:e peri od. On the other bend, 
i nterest ond d ividend payments in April dropped 3 percent 
belo>: t he corresponding oonth laat year , and •other 1ncooe 
payments• (including ,;orlt relief, <1.1rect relief , etc . ) 
c l eo declined. ( ~efer to Chart ? .) 

I ndustrial stock prioas continue to r ise 

Indust rill.l stock orices continued to forge gr~><l.ually 
hi tSiler lnat l1eek, and on Saturday closed nt a ne11 pea!t 
about 1 DCl'Cen t above the previous 11eelt ' a close . On the 
othel' hnnd, railroad stoclte shOl·red n not decline of about 
2 TJ~l'aent during tl:e 1·1eek , tlhile uU11 ty otoo:cs r ecorded a 
o:nt.ll er decline . Tradlr>.£; activity i ncreneed ao:nm1l:at , 
nlth~u.;h it re:na1ned sub&tnntinlly be loll the heavy volu:ne 
1 ttai, t'd in the earl:; part of lnst non1.h . (See Chnrt 6. ) 
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AVERAGE PRICES RECEIVED BY FARMERS 
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TREASURY DEPARTMENT 
I'AOCUAEMEHT DIVISION 

WASHINGTON 

. - . June 7, 1943 

- ORL.DUl ':'0 TP.E S:..C:L"l'ARY: 

Supplementing report to you of _ay 31, 1943, 

the purchases against the African l:rogram from 

l ay Sl, 1943, to June 6 , 1943, totaled v711, 457 .05 

or a total of p<wchases for the program thus far 

of ~43 , 553 , 745 .48 . 

Attached is report giving status of shipping 

against these rurchases . 

~n~ 
c r of Procurement 

L-
35 

... • 

(J7161) 
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c.D 
0 ,.... , ""! • •. -

4\- ~ -~ 
M _, __ £ . ~ .. -

Tonnage Tonnage Tonnage Tonnafe 
Shipped to Date Under Load On /'.and at t ort l:.n Rou e 

Commodit,r From U. S. A. At Fort · .. ai ting Vessels To Port 

Aluminum sulphate 14 .5 
Asbestos sheet packing 2 
Boiler tubes 19 
flone glue 20 .5 37 
Books & booklets 2 
Brass rods & sheets 62 . 23 63 .82 36 .5 
llabbitt metal 53.85 
13rick 129 40 
Calcium carbide 228 .62 940.43 340 1105 .7 
Cement 20 
Cement, rubber 19 .• 5 
Ch~micals 255 .26 733 .04 954 .1 5 
Coal cutters 12 

,, 
Corper tubing 18 57.1 24 .5 
Corrugated boards 90 34 .4 22 
Clothi01; 2205 .46 208 .8 196 4 
Copper sulphate 56\17 .7 47 .5 
Cotton thread 69.25 30 
Cordage & twine ~5 29 .5 26.5 
Druzs 6.5 20.5 12.5 2 
hlectrodes 9.4 9:6 .03 3 
t:nvelopes .94 10. 56 17 .68 
. ilea, steel 15 15 .4 
r'ullers earth 72 
Gel at i n 1 1 
Glass, window 76 21 24 .3 
':lass l amp chimneys 17 
"l ycerine 
.orse shoes • nails 29 .91 30 .06 10.72 
osiery 5 18.5 1 

Jute ba s 
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,.._ • {' r:4 c t"'-~ ~ ... - ... • 

M !. '·J ~ ~ .. ; ~ I 
Tonnage Tonnage 'Ionnage Tonnage 

Shi pped t o Date Under Load On La.nd a t Port :..n Route 
Commodity From U. S. A. At Port •::aitin;; Vessels To Fort 

Li~ht bulbs 11 .6 
Li hopone 10 .2 
Lumnite so 
l'ach. finished book paper 2 
1'atches 394.30 9 .1 70.15 
Newsrint 913 131 81 28 
11ipp es, bottles, eye cups 9 
Paper products 557 200 403.47 
Paper bags 190.6 
Paint pigments 15.5 33 .5 12.7 1.9 
Piece goods, textiles 10,643 .11 275 .16 2099 .75 &47 .5 
Pig iron 65 432 65 
Pig tin 64 
Pov:dered mil k 119 
Printers ink & supplies .1 12 
Rar1 sugar 1545 
Refined sugar 4196 .5 
Sheet copper, rods, cabl e 39 .46 7.54 67 .1 64 
Shoe tacks 14.5 9 
Spare parts f or autos, 

tractors & harvesters 604 .68 21.9 205.6 523 .2:. 
S~ark plugs 4.5 5 
S orage batteries & flashl ights 51.7 15.15 25.8 
Steel, pipe , bsrs, angles, wire 38 2033 4252.2 1039 .22 
Shoes, boots & soling ' 273.25 113 .75 123 es 
Sulphur commercial flour 1282 1453 .2 2269 
1'in plate 845 
Tires, tubes ~ tape 240.75 85 127.7 319.54 
Tools 40.48 1.02 394 .3 264 .5 
'l'ooth brushes . 75 
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Commodity 

Tea 
Typewriter ribbons 
T.ire nails 
?.ire rope 
X- Ray films 
Blasting caps 
Transfor mers 
Wire cloth 
Padlocks 
Hooks, eyes , butt ons , needles 
Electric motor s 
Trucks 
Ball bearings 
Spiegeleisen 

Totals 

Tonnage 
Shipped to Date 
From U. S. A. 

171.75 

100 .5 
88 .5 

1 
1.4 

30, 548 .46 

Tonnage 
Vnder Load 
At Port 

.5 

1 

7, 364 .18 

c-- -,......... ... ... • . ·~ ;. ... . . 
I \. . .., ~~- ~ .._ ~ 

Tonnage Tonnage 
.On Rand e.t Port ...n ~oute 
i:ai tint; Vessels To Port 

17 

lB 
6 

3 .5 
2.5 

1'/ 6 
4. 5 

133 22 

161 

11, !!05.62 7, 380.09 
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BRITISH AIR C OMMISSION 
1785 MAS• ACHU•KTTW AV&:NUK 

WMHIN<ITON, D. C. 

With the coaplaenta ot Bri tiab Air eo-1sa1o11 

'Olio e11cloee •••k4' Stet•e11t No. 106 covorillg 

.A.ircrett night Delive17 •• at June 1 , 1943. 

n>e Honourable H81117 11orce11tbau, Jr. 
Secret81'7 ot the Trea8U1'7 
liASIIIliG\'011, D. C. 

June 7, 1943. 

• . -
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BRITISH AIR C OMM ISSION 
17811 MAS8ACHU8a'Tn AVKNUII 

WAaHINOTON. D. C. 

W1 tb the -pllaente ot Bri tiah A.ir ec-1u1on 

who enclose Sta-nt flo. 88 - Aircratt Deepatchod 

- tor week ended J uno l, l94J . 

Tile Honourable Belley' llorcentbou, Jr . 
Secr et.or;r ot the Tr801NZ7 
WASaiMG!OH, D. C • 

.1une 7, l94J. 

••• 
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STfm 'rm' N9, 88 

Mroratt I>asmt cbtd fr2p the Opit.t4 S tftto 

Im.. llE$Tn!t. TIOU 

2iDI2l.~sllt•d 
Catal1J>& IV 
Libera tor Gil V 
Liberator 12 v ~) 
Libentor GR V 

(D) 

!Ua 
Ventura Ga V 
Vontura GR V 

U. K. 
U.l. 
Canada -· 
--
Australia 
Canada 

U. K. 
lJldia 
II.E. 

II. Zealand 
N. Zoala'nc! 
U.K. 

-.. !!. Zealand 
Ceylon 
S. !trica 
s. Rbodaaia 

Australia 

U.K. -· 
(A) hported weok ended Uay 2St.h. 
(B) ~rted "ek ended lloJ' 2St.h. 

Jjuk W td JUw l ot. 1 94) . 

.ISSE!J:l!.I 
POnrr 

U. K. 
U. l . 
Cu&da 
Naeaau 

U.l. 
In4ia 
II.E. 

Auckland 
Auckland 
U.K. 

W.E. 

.. .... \l 
Auckland 
Colombo 
Capetown 
Capetown 

u.x. 
liUMU 

Total 

J. .•Mnt.e D1v1a1oo, Br 1Uah .ur Co.Mil.as ion. 

BI 
a 

1 

lS 

3 
4 

8 
2 

17 
1 

4 

BI 
4lll 

1 
2) 

1 

l 
2 
) 

18 

19 

1 

' 4 

42 

PLI<m DI!I.IVIBIID 
roR t§E PI CWA& 

1 

4 •• • 

J\lllll s, 1943. 
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COPY liO._;..,d _ 

OPTEL NO , 185 

Information rocoivod up to 7 a ,a,, 7th Jtme, 194.3. 

1. ~ 

One of H,l.l, SubolariDoa waa dlll>8god ill collision rlth a 

Spanish Ship llcat of CAPE ST. Vlt«:ENT' )'O&tol'd&y and is rct Ul'llin& to port. 

Ono ot H. J.I. Yachts ltaS mined and sunk off ST. ALBANS HEAD yesterday, 

2, AIR OfERATIOt§ 
. ' 

V1!STERN FROIII. 6th , Aircraft of fight er coiUISnd damngod 

2 minoancopors ott DOULOGNE and 6 looomotivoa in BltiTAII!IY, l4 onollQ' fightor­

boaabors operated over EAST ·ooURNE , Spi ttiroa destroyed 1, 

SICILY. 4th, 22 L~htnings 1 2 ot which aro Dissing , . 
bot~bod TIW'ANI/IIILO airfle-ld sottiJl& on tiro .3 hangars , 4th/5th, 24 tons 

wero dropped at CAV.lilA. Cloud prevented obacrvotion. 

PAN'fUI;pw, 4th. U.S , aircraft dropped 125 tons on 

various military objectives , 

EAST&RN l:1EI?ITERfiAHEflN . 4th . Boaufi ghters daooged 2 

Caiquoa, a Tug and a Dredger . 1 Bcaufight or missing , 

.3 . Hcti£ SECVRITX 

EASTBOURI!E. 6tb, At mid-day, 14 H.E , weN droppe-d 

causing conaidorablc damage to proporty. Cuualtics reported - 10 killed 

including 5 acrvico, 

... .. .. 

• 
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June a, 194~ 

IODfO RANDUll 

TO t Secreta ry Korgenthau 

.FROM I Mr. Schwarz~ 

SUBJECT: President • a Preas Conference, Tuesday, June 8 , 
194~ - 4:00 P. K. 

TAXES--SAVINOS - - President Roosevelt said this 
afternoon be thinks the new tax bill will be signed 
very shortly and he elao thinks the Treasury knows he 
is going to sign it. The President said he believed 
compulsory savings or more taxes or probably a combi­
nation or t he t wo will be needed to close the gap or 
savings which causea increases or prices. He said 
that this combination ia probably aa necessary now aa 
it was last January when he proposed it i n his Budget 
Massage , and tha t he will probably make new tax rec­
ommendations to Congress before it takes a summer 
recess . The President sai d he thinks everybody real­
izes we have an inflationary gap and that we can't 
stand t oo much pressure from it . Asked how to close 
lt, he said the details were up to Congress , but at 
tho present time it is not closed and the sooner it 
1a closed the better. Nick Gregory asked if the 
President thought there may be a need tor compulsory 
aav1ngs in spite of the success of the lest Bond drive 
and the anewer was that it was perfectly ~ossible . 
Aaked if more than $16,000, 000,000 would be requested, 
the President said be would have to go into that when 
he decides whether he will aay anything. He 1a still 
opposed to s general aalea tax because it hits the 
poorer people or the country and moat or the people 
era 1n that category. That should not apply to aome 
oxc1aa taxes, the President aald, pointing out tha t 
England has made heavy levies on cigarettes , tobacco 
end liquor and yet they are consuming just as much or 
theae i t ems. Such a tax, he said, has a.n excel lent 
method of closi ng the gap. 

OAS 
1 n k 1 iia"" 
warfare. 

-- The President promised 11 awift retaliation 
should any or the Axle armies resort to gas 
Such an a t tack against any one of the United 

44 
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Nations will be considered en attack against the United 
States and will be treated accordingly. {Statement 
attached) Attar reading the statemen~ the President 
said he thought it was strong enough. 

OWM - - The President said that today•a meeting ot 
the war-xobil1zat1on Committee was very aucceastul and 
that a great many subjects were d1acuaaed. He declined 
to be more apeo1t1o. Asked it the group could be called 
a wa r cabinet, he said it should be called the War 
Mobilization Committee , that the longer name d idn' t 
coat much more . He said he would try to meet with the 
group on Mondeya but that it could hold more frequent 
meetings without him. 

WAR -- Asked it an American officer had been 
choaen-&a supreme commander for an invasion ot Europe, 
the President aaid it waa a leading quest i on but he 
supposed we will know within a couple or months attar 
one 1a chosen ..• He cannot comment on Churchill's 
speech in Commons today because he haa not yet read it 
all. 

MISCELLANY -- He bad no newa yet on whether the 
new French National Committee will be recognized aa a 
government . • • He is sorry that the President ot 
Chile has had to postpone his visit ••• He has not 
yet named a United States delegate for the Pbod Con­
ference Interim COIIIIIIission ••• At his luncheon 
today with Slater Kenny, be d iscussed the need for 
training mora people in infantile paralysis treatment 
methode. 

- ooo-
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f r.J;; ' 
<e.ettlonl Mr. Preeident, a t 70ur pr••• collf'erence lut Tu.ee~ 70\l 

indicated that 'both higher t axe o and CO"J>Uloory oa'rl ngo would be 

nocooo&ry to cloao tho inflationary gap, and you i ndicated that 

you would aak Congrooo to do ooaot hlng about it, Do ;you intend 

to uk Congrooo t or 11 eoe~puloory o&Yin&o plan before the Soptoobe r 

llond DriYo J It 18emo to.,.. that it you die\, there vouldn't bo IIUCh 

ut e to have a bond drl•e. 

Prooidont: I dido 1 t oay that a coiiJIU}.oory oaYlngo plan wu an "->odi at o 

D.CIIIity . 

I wao aol<ed •u compuloor;y oaoringo lllllT ot1ll bo necooo&ry to 

eliai nate thio i nflationary sap,' &nd I replied that t hlo va o 

poooi blo. I abo oaid that taxeo and oompuloory e&Yingo might be 

uood Jointly -- I didn 1 t aay that they nooeooarily ~ bo uoed 

J olntl¥ in tho i =od1ate futuro, 

At tho p reoont time tho public i o oupporting bond dr1Yoo vith 

a croat deal ot entluoiaaa. Ao l ong ao they continue to do t hlo , 

I tool, ao Chair>~&n Georsa (f) uprooaed biMolt ao tooling &!tor 

t ho Second Yar Loan, that co"J>Uloory o&Yingo vUl not be noco .. ary. 

If the public onrouboeriboo tho Thi r d 11ar Loan ao t hey did 

t ho oocond, that will eortalnl;y put tho need tor co"J>Uloory ootYin~to 

otill f urther in tho bockground, 

However , if the war gooo on long enough, and t he inflationary 

gop goto v idor , ond i nerouod taxoo along with t ho Yoluntar,r purehnet 

ot bondo io not able to oiphon ott onoU«h ot tho added monof that io 

C01ng intO peopl e 1a pockets , then COdpUliOr,y I &YiDgB nay b&eODe 

neceet ary . 

, . 
• 
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Cc>NF~~GG 

Q. llr • . President, is there word on the signing of the 

. pay-as-you-go ·tax bill? 

p, The President said he thinks the Treasury knows he 

Will sign it and that preparations are being made 

to carry it into effect. 

Q. Mr. President, will that be followed by a request 

for more taxes? 

P. The President said he did not know whether it can 

be put into the form of a request, but he thinks 

everybody realizes that there is a gap of savings 

that causes increase in prices, and that there 

can't be any economic change in the count ry except 

to close the gap -- and that isn't a change it's 

the same thing -- to olose the gap one way or 

another. Th~esident said there are probably 

two ways which might be used jointly. Compulsory 

sovings is one and taxes is another , probably the 

two combined -- which 1e just as necessary now as 

it was in January. 

Q. Mr. President, Congress is getting ready to take 

a couple of months vacation. Is it l ikely that 

there will be any tax recommendation before they 

depart? 

... • 
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P . The President said he thinks there will be a 

recommendation before Congress goes. 

Q. From you, sir? 

p, The President said it would probably be from hi.m, 

Q. ~r . President, is the 16 billion dollars to be 

revised upward in the new taxes? 

P. The President said he will say something about it 

when he knows it . 

Q. Mr. President, can they get--close that gap as of 

now, unless you have more excise taxes and more 

sales taxes, or whatever you want to call them, 

which couldn't be done by an income tax increase, 

because it would--

P . The President said he knows nothing of the details 

as it is up to Congress. But he added that at the 

present time this gap has not been closed . Be 

added further that the sooner it is closed the 

better it will be . 

Q. Do you feel , despite the tremendous success of the 

last Bond Drive , that compulsory savings may still 

be necessary to eliminate this inflationary gop? 

~ 8 
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- ' -
The President said this was possible. - -
L!r . President , yon said you were not go~ng into 

details . It would be fair to assume from t hat--

P . The President said he wouldn ' t assume it as it's 

up to Congress. 

Q. lolr. President, are you still mad at a sales tax? 

P. The President asked if his questioner meant a 

general sales tax? 

Q. Yes. 

P . The President said he was, for it hits the poorer 

people in the country, and most people belong in 

that class . He said fUrther that that doesn' t 

mean that every excise tax oould be classified 

as a sales tax. 

As an example he mentioned that in England the 

excise taxes on cigarettes, tobacco and liquor 

have been greatly increased, but that they are 

consuming as many cigarettes today and probably 

as nuch liquor as ever -- which shows that they 

have a very excellent method of closing the gap. 

49 
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Oeu Henry: 

W RAN DOLPH DUR0t:.8S 

!5,~ W A'-&. 5TIIItCCT 

Ht<H YO"'"' 

June 8, 1943. 

Enclosed herowl t.b 1e a pbotoatat of a 

recent letter bnnd&d ae by llr. Potter ai'ter a 

aeotlng of tbe New York aoner aorket coaaittee. 

1 thougbt rou •1sht l ike to hue thie for rour 

files . 

Sincorelr yours , 

!~. 

Honorable Henry Morgontbau, Jr., 
Secretary of tbe Treaeury, 
Washington, 0. c. 

u 

• . . 
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MEMORANDUM 

The fo llowing are the r easons it i s f elt that the f orced 
investment of blocked enemy fund s i n Government bonds would 
no t be of significance in connection with the June financing : 

The tot a l amount of errmb funds in the Unit ed States 
•4hich would be read ily ava s le fo r conversion into Govern­
ilient obl i gat ions is small - - around $35.000,000 . Thi s sum 
represen t s the total available bank bal ances and ~old holdings 
of the si x enemy countries and t heir nat ionals . these bal ­
ances a re now effectively "frozen" and the continuation of 
their present im~obilization involves no subst~~tial cort in ~ ­
money or manpower to the United States. On the other hand, 
it 1~ f rlt that the affir~ative steoa invol ved in the forced 
conversion of these balances i nto GOvern~ent obligations 
•·ould reqnire costs in money and 1.anno~•er without any com­
nenPurate gain to the Unit ed Stat es . 

Th~ reason that there would be no commensur ate gain to 
thp Unitrd States is that these funds a lready ar e in fact 
invrst ed in Government obi igations . Beca.usr of thei r comol ete 
immobi l ization t hr ough freezing , thRrr is no danger of their 
rine withdra wn . As a consequence , the banks in which they 

!Iff 1\eld are able to ourchase and hold Government oblig11.t ions 
in tr.ei r own portfolios . In th e New York area, where close 
to 9~ of such enemy balances a r e held , the banks ho ld ing 
such balances have a bare minimum of reserves as measured by 
the legal r equi r ement , and the conversion of ene~y balances 
•auld nave a tendency either to force the sale of Govern ·. ent 
bonds by the deoositary banks or comoel a reduct ion in their 
subscriptions to future issues . 

The re would be no net gain or benefit to be derived by 
the United St ates fro~ such a shif ting ~f balances . 

The only other substant ial c l ass of enemy assets which 
wou ld be available for conversion into Government obligations 
are co rpo rate securities held f or enemy account . The am~unt 
of such secu rities so availabl e also is sma ll -- estimated 
at 30 to 40 mill ion dollars . The coats of conver t in£ s·1ch 
r·cclH lties would be substantiR l. Er.ny of the:r. are actual.ly 
:hyrtce lt y situated outside the United States . and it ~·~uld 
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• ,,, c£·rrar; in ruch cases to br inE about the i r cancel 'at ion 
11 ,( "f ierJ: nee of new secu ri ties ~·hict. wQu ld be subJf'Ct to 

'• 1y thic Deoa r t::ent . It ~·ou l c' 11l~>o be i ncUJ!Ibent upon 
Ll.~> DP'lflrhent to take al l an'l r onrlatP measur es t o asr!Hf' 
i'r .. lf thflt a f11ir 'lrice waE~ bF·inr, r!'cPivrd . Further more , 

ny ')f thr Sf'CU ri tiP$ ~rould ue f ound to ue unsalllbl e fJ T tO 
'lrr ent time- consuming difficulties in e ff ec ti ng thei r sale . 
Tt." rnd rrsul t , a ft Pr inc·1rrint: t he necessa ry exnense and 
1rinH tlte necesrary ~anoo¥er , ~nuld be n0 .. " r e fruitful in 
• !.F intPri'Fts of the U:>itt"d Sta LPP than the r~>su l t indicated 
;~ ttr cAse of cosh balancrr . The forced sa l e of such 
(C' Hit irs v'luld absor b fro:r: the ark,.t f•1rds ~·!lich would 

•thr n.Jise be av?ilable for tt.P i nvPst e:-t in G:Jvrrn·-ent 
vJ.-t. f" • 

• . -
I r. ao. i' 10:1 t'l the fun(lp held f , r th, six ene!!:y countrirP , 

(_, an)•, Italy , J ;.oan . R'Ju.anin, ou!(llria and Hunl'" ry) and 
nEt: "~ 'o thereof , there are a f courPP , v•ry s~bEtantial 
u; 1~. "n :,f ld in :avn :.~ thr OC'C''l!'Jie(' c~'lntri;:-:- ,.~r' "" f"> ·l r 
r.l .Lr, l cauntrirs of Enrope . T!.e f"rel oin, ObJectiO:"l!" to 1.he 
.!'orC'Pl; cvnvrrsi on of enemy ar.. eteo int.., \iovrrn'!'.ent OPl i1.ations 
< "~l; itt. eqllal or breatrr f'Jrcr tr> any conve rsion of the 

\tar a,. etR l.elci by the ocr·lpied ancl nl?ut ral countr i es of 
wA ru, l . (,f c~ lr se , in acil'ition Lo'J Llii'Ff ObJeC tions eny such 

\E' "'Juld involve ve ry serious diOl!nntir and ooliti.ra l 
c rc scionr . 

• • 1 ·;:;·.: "- "' . r. : .• c - -
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ltoeti.ng 1n Lir • • aute•s Office 
June 8, 1943 
lO:JO A.!.!. 

l'resen t: Dr . Clarl< and 1!r . l'lwoptre 
&:r. l.'ld.te and l:iss Kistler 

f 'l. 

]Jr . Clark called on :.!r. l.'llite to discu.os the im!)lementetion c f the 
agreement to maintain Canada's U. S . dollar reserve . He subml. tted a 
revised forecast of Canada's u.s. dollm- position and a statement on 
Cana<ia ' s spot u.:;. dollar positi on in ~ray 1943 as well as a l!emorandum 
on SP!Icial Factors in t he Canadian J::x:cnanr•e Position as of June 1, 
1943 . Copies of the three docWl!EI1 te are a tteched . 

Dr. Clark explained that the set up ot the .revised forecast differs 
f roo those subllitted to ua :!n the pest . He Jtat<><i thfct past recoipts 
of u.s. dollars on security account and froa >.ar Supplies L1= ited aales 
are recorded but that no a tteapt !la~ beon ll&de to forecast these 1 te0111 
because of their unique )J081t1c:n as the balanci ng factors . 

lJr. Clark caro.1'ull.y reviev~ed the 1~emorandun1 on Special Factors 1.n 
tho Canadian Exchange !'osition as of JUne 1 , 1943. He explained that 
so far thi.s year praotico.lly all the Canadian securities sold to 
Americana have boon bends; sales of stocfra have totul.led only e4 million . 
He stressed tho reluctance of the Canru.ll.an Govommont, on the one hand, 
to pemit the continuance of Canadian securit y sa.le~ to the United States 
and, on the othar, to take candatory steps to atop the ca.,>itel inflow. 
w-• . :bite e xpressed doubt as to the .. 'isdom of stopping the inflow or 
Aloerican capital i.nto Canaca. In regard to his second suggestion of 
reducil\g Canada • s U. s . dollar reserves, as outlined 1.n the l.Cegorandum 
on Speci al Fllctors 11\ tho Canadian EY.cnance i'oaition , r . Clarlc stated 
thut after he had arrived here the eveni.ng ot June ? , he found that 
Canadian procure1oent officials in i!ashi ngton as ~'ell as Ceneral Clay, 
Director of Material, Suppl y Services, V1ar Department, are 3trcnuoWJly 
opposed to t he cancelling of u.s. Government contracts in Canada . 
!Jr . C1arlc said that tho only alternative he had boen able to think of 
is the repayment of the llUted States by Canada for b"OOcls delivered 
under •canex" raquieitione . Up to ~·areb 31, 1943, they totalled $44 
mllion. 

l.:r. r.lll.te said that be would plsco the matter before the Intet­
departooentel Coctld.ttee an<i. that be Would investi~;&te the objections ot 
lleneral Cla:t to the cancelling o! orders, Md "ould ucertam the 
opini on of our other 1 rocure.;,ent people to the ;>ru,.oaal to divert 
deliveries as a means of a~a1ntain1ng Canada 's dollLr balances within the 
ae reed- up0n ran~e . Or . Clone had reported I.Oone ral Cla:· was o~. osad to 

• . . 
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Dl.viaion of ronetacy 
!-'.esearch 

the suggestion because of his dea1I'8 t o cont-rol the alloca tion of the 
til&tarials coming off the delivery l:l.ne 1n Carwda i n .f'ul1'ilmen t of 
!'rders placed there by the U.s . Oovemn~ent . 

'!'he discussi on t hen turned tv Co.nodo 's l:ut ual Aid Bill . Dr. Clark 
ox,..lained t hat t he Canadian Oovornment did no t eont ..,plate asking for o 
Curther a. propriation when the Pl'llSOnt billion dol lar a ppropriation is 
oxhau.s tod but rather its intention is t o reexamine the entire situation 
o.gain just as it did aft,r the cl<haus t1on of t11e billiot, doll:or gift 
last December . In oth<!r words, the l.'utu4l Aid Bill is tholliJht of morely 
as a ""'chaniam of meetinl? thio yonr 1s dafic1t with no cotcitaent as to 
the future . !Jr . Cl::rk and :.:r . a\llllj)tre ex;;lained the Ci!ference bet'tleen 
lend-lease r-nd !!!lltual aid in toms of tho tiJIIe or' settleoen t of tbe ,''8:/­
IIIOnt obligation; under lend-lease the ::ettlament of the obl1gat1cn 1a 
left tor ruturc deterainat~on while under the ~utual Aid Bill it is 
decided at the tiJ:le the transfer tslco• place . Under the canadian 
arrangement, the r.aterial is either given outright or, as in the case 
of shiP", they are chartered to the uaine covemment . 

I tt addition to that ..,rt1on of tl:e J:utual Aid Bill a;>propriati on 
which will be used t o ilnance the .;terling Area ' s deficit "ith Canada, 
lir . Clalit reported t;anada has tekeu over the financing of its air 
oquadrone in the Ster ling Area; t hey now nwnbc r J S and wi ll cost t his 
Y•'Ol' tho equival ent of "341 million of oterling. In addition, Canada 
expo!cta to spend t his year Q47l mHJJ.on t o finance t he res t of its 
amy 111 :; ter ling Area countri~a . The trana!c r ot Brit ish investotenta in 
C&nadian •'ar pl ants, valued at over ~200 r.dllion, made a further sum of 
ovor "200 lllillion available to Britain to finance its expenditun>s in 
Canada . 

nr . Clark stated tmt Canada hu recently becore a CO-<liflller with 
the ll>ited Stat: o anci the Uni ted Kingdoa of the Russian Protocol under 
which it tw.s agreed to take ovur certain of the U.K. Md u.s . cocai-nts 
"""'unting to , 60 million . 

The meeting ended with some discussion of our international currency 
propOs al and the progress be1nc made in the bilate:ral count')· discUDoione 
and the problems still to be faced . 

1' . 1.!. Kistler 

• . . 
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TREASURY DEPARTMENT 
PfiOCUREMEHT DIVIaiOH 

WASHINGTON 

..... 'toJ I 0 :...:.. ' 

June 8, 1943 

1'£''0I.ANL UlA '£0 Tllli SECReTARY: 

There is submitted herewith the operating report 

of Lend-Lease purchases for the week ended June 5, 

1943. 

T e United Kingdom has requested allocations of 

403,038 net tons of steel for the third quarter of 

this year . Thus far there have been allocated and 

purchased 324, 538 net tons of that total, and the 

balance is pending allocation by the l'.'ar Production 

qoard . 

94 

.. -

( l116t ) 
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en 
LEND-LEASE 

TREASURY DEPARTl[&NT, PROCUREliEitT DIVISION 
STATEifEtrr OF ALLOCATIONS, OBLIGATIONS (PURC!IAS!!S) AND 

DELIVERIES TO Fa\&IGN GQVERNl!KNTS AT U. S. PORTS 
AS OF JUNE 5, 1943 

(In Willions of Dollars) 

Adminiatrati ve 
Total U. K. Russia China Expenses -

Allocations t3160 .5 $1595.8 $1186.9 ~103.4 t6 .7 
3159 .8} (lb95. 7} (1186.9) (103 .4) 6.1) 

Purchase Authoriza- $2658.6 $1475.8 $1041.1 $40.3 
tiona (Requisitions } (2647.0} (1467 .9) (1026. 5} (40.5} 

Requisitions Cleared 
for Purchase 

$2577 .8 
(2566.1) 

$1442.0 
(1428 .7) 

$998.0 
(989.1) 

$40.3 
(40 .1) 

Obligations t 2486.0 tl406 .5 ~958 .9 ~3\l . 8 ~5 .9 

(Purchases) 2457.1) 1990.9) (936.0) (3\! .7) (5. 9) 

Deliveries to Foreign $1090.7 $778.3 $282.3 $18.2 
Governments at U. S. (1079. 3) (774.5) (268 .8) (18.2) 
Ports• 

l.tiscellaneous & 
Undistributed 

$267.7 
(267.7) 

fl01 .4 
112.1 ) 

$97. 5 
(108.2) 

;;74.9 
(84.6) 

$11.9 
(11. 8) 

•Deliveries to foreign governments at U. S. Ports do not include the 
tonnage that is either in storage, ."in-t&ansit storage, or in the 
port arss for which actual receipt~ hsvl' not been received from the 
foreign governments . 
Note : Fiyures in parentheses are those shown on report of Kay 29, 1943. 
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EXPLANATION OF DIFFERENCE 

The reduction in China requisitions is a 

result of transfers of material in storage to 

the ~er Department . 

The decreases in the Uiscellaneous column 

are caused by the reduction of Contract 22207 

for French North Africa. 

J S 

•• • 
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Treasury llepartzent 9 7 
Dlvlolon c r Wonctary Res.arch 

0 • 
~o 1 lli.oa Ch&uneay 

Pleaae call t.hU momorandum 

to the attention ot: the Seeret&cy 

in the event he is to meet tho 

Pr .. 1dent o! Paraguay who has 

juat arrind in the United States. 

E. D. W. 

1111. WRITE 
Branch 2C58 - P.oo: 214~ 
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Tr ... sury Del"lrtloont 9 7 
Dlvla1on of llonota•r Resoarcl: 

• Dat•-·~-~.9-.-- ~H) . 
to 1 llua Ch&unco7 

Pleas. call thia .....,.,.andua 
t.o the attention ot the Secretary 

in the event he is to meet the 

Pru ident ot Paraguay who has 

just arrived ill the United States. 

!1. D. W. 

IIR. IIHITii 
Branch 2r.~8 - Roo~ 214~ 
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TREASURY DEPARTMENT 

I NTER OFFICE COMMUNICATION 

DAU June 8, 194}, 

TO Secretary tr.orgenthau 

Sub ject: Salient data on Paraguay. 

I . ParaguaY' a economic and financial croblems 

1.. Paraguay is a purely agricultural COWl try, with the 
smallest foreign trade and national income of all of the South 
American countries . About throe-fourths of the exports consis t 
of.five commodities: quebracho, canned meat , h ides, cotton, 
and yerba mate . She has no mineral deposits and very little 
industry. 

• • • 

2 . Paraguay ia in the economic orbit of Argentina. Paraguay's 
t rade depends on Argentine trade channels, and almost all of her 
export items compete directly with Argentine exports . In tho past 
two years , however , Brazil baa attempted to lessen Paraguay ' s 
dependence on Argentina by establishing a free port at Santos 
(mainly to handle Paraguayan trade) and by granting a ~5 million 
l oan to Paraguay. 

} . Inflation in Paraguay, while not as serious as in most 
other Latin American countries, is beginnin~ to be a problem. 
~e cost of living is reported to nave r i sen 25 percent in the 
paat year . The primary factor responsi ble is the increasing note 
circulati on, which has almost doubled ~ the last two years and 
i a now ten times greater than a decade ago . 

4. Paraguay has virtually chronic fiscal deficits , that for 
1942 , reportedl y , having been about 50 percent of the combined 
ordinary and special budgets, 

II . United States Coooeration with Paraguay 

l . ~~e united States has ooncl uded a Lend-Lease Agreement 
and has an Export-Import loan agreement . Together these tot al 
about ,~19 million . Among other things, the United Stat es is 
responsible for the constr uction at present of l.he only sewet•age 
system in Paraguay, in the capi t al city of Asuncion . 

2 , ~ere are no purchase agr eements by n .l-' . C. subsidiaries . 
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JII , Freezing Controls in Paraguay 

Althougb Paraguay broke relations with the AAis after the 

Rio Conference and rroze the runds of Axis nationals , the 

freez ing decrees are susceptible to evasion . In t he main , 

evasion takes place by operations wi th AXis firms in Argentina, 

koreover, the Government hae refused to clamp down hard on the 

German Bank, a renewal of the Government 's loan contract with 

the German Bank having taken place in •!arch, 1943, Paraguay has 

instituted controls over dollar currency, however . 

IV. Foreign Trade and Public Finances 

1 , Paraguay's exports are running a t about ~10 million per 

year , or at about 35 percent above pre-war levels , 

99 

2 , Paraguay's gold holdings were stable at a mere ~79 , 000 

r or the past several years until $2 million or gold waa purchased 

f r om the Uni ted States in May, 1943 · 

3, Accura te f i gures aa to the state or the public rinances 

of Paraguay are not available , The external debt is about $11 

m1.111on, while the internal debt probably amounts to $5- $9 million . 

!.~ost of the external debt has been in deraul t during t he past 

decade, but Paraguay is now arranging to service the sterling and 

dollar debt on a reduced basis, Estimated full service on the 

foreign debt ia $.7 million, compared with an average unfavorable 

balance of t rade of e.2 mi llion during the last s ix years . 

v . Population and Natural Resources 

1, Paraguay 's popul ation is about 900 , 000, of which~e­

tentbs are l!estizo and Indian, The white popula t ion h pr8aom­

inantly of Spanish descent . There are several thousand Germane. 

2 , The area or Paraguay i s 150, 000 square miles, or just 

under the size of California, Two- thi rds ia in the temperate 

zone , The western portion consists of fertile plains, on which 

cattle and cotton are produced, while the eastern section of 

rolling hills ia the source of quebracho and ye.r ba mate , Para­

guay's water power potential is high, but most of the sites are 

far f r om i nhabi t ed center s , 
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NOT TOllE llE-TRII!§i~ 

COH NO / 3 ·-
BRITISH !>CST SECRET 
u.s. !§F,Cf\f.i, 

"' ... . "' u. 0\ ~ 
OllJ}If r<O.__l&l c 

- "- ~ < ... o ·"'-....... ! DJol'lllllti on received u,-. t.o 7 • · • · , 8t.h June, 1943. 
o.,. Q 

1.~ ~ ""' ~ ~ 
"' ~ PA!i'l'EUEIUA was bombarded for the 5th time b: a Cruiser and 2 

Destr oyers on the 5t h . 

2. AIR QpERATIONS 

!ESTERN FRONT. 7th . 4 SqW>drons of Spitfi r es and 9 of Thunder -

bolts carried out sweeps over tlorthcrn Fronce1 Spitfires dalllllged 3 locOJltot i ves , 

4 Spitfire• miss ing . 

ITALY and SICILY. 5th. 115 Fortresses dropped 220 tons on 

SPEZU, a carso ship was hit . Photographs 6th show that a LIT'J'ORIO cless 

battleship was hit end druoaged forward . 6th. 50 Liberator s dropped lJ4 tone 

en tho ferry termini at Wi'SSINA, SAN GIOVA!Illl und llEGCIO. EneQY f i{_hter 

casualties - B, J , 5. 

SARDINIA. 5t h . Mcdi \.1111 oncl fi&hl.or :o0obcrs dropped 24 tons on 

airfields ond 22 t ons on PORTO PONTE ROI.AtiO whoro a lar ge ship was hit, 

PbNTrLI.ERIA. On 5t h and 5t h/6th, Allied aircraft dropecd t otal 

of 116 tons on the har bour and oth01 objectives . 
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Daniel 
Bell : 

HMJr: 

8: 

HMJr: 

a: 
HlCJr: 

a: 

ftMJr: 

B: 

HMJr : 

S: 

HMJr : 

B: 

Good mor ning. 

Hello. Bell! 

Yes , sir. 

How a r e you? 

June 9, 1943 
10:0 6 A. M. 

Pr etty good. How ere you? 

Well , I wee ell r i gb t un t i l I reed the paper s and 
eew whet - read Cr ider ' • accoun t or wha t the Presi-
dent aa1d yee ter dar. •• • 

Yea. We got tha t la t e l aat night. Chic vaa over 
a t hie press conf Prence end came beck wi th t he 
note a, e nd 1 t waa on the t icker elao last ni ght 
that he ' s now recommending bo ~~ tsxes e nd compul ­
eor:r savings. 

Wel l, did he say i t i n eor t or an offhand way , or 
did he ha ve a memorandum, or whatf 

Wel l , th~ t i cker sai d tha t : 1 Aeked whe ther he planned 
to r ecommend addi t i onal t axea , the Pr esi den t said 1 t 
was general ly real1 ~ed tha t there i s t oo much moner 
i n t he peopl e ' • hands and t ha t thi s i nfla t ionary gap 
can be closed only through compuleor:r saving• and 
t axes. A combina t i on or thes e two methode , he add­
ed, pr obabl;r 1e ae neoeaaar:r nov as 1 t was laet 
January , when h~ pr oposed t~e~ i n hie budge t meosage. • 
Wel t a minute. ( Talks aside : Chi c , di d • . .. ) He 
aaid i t was offhand , no - no memorandum, bu t there 
ween ' t e.ny que~ tion abou t the i n tention or 1 t . 

Do es Paul know wha t the ata t ua i s or h i e si gning 
1 t or what he ' s go i ng to say? 

Signing th e bill? 

Yeah. 

No. We know nothi ng abou t that , Paul says. 

(Con t 1 d . ) 
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B: 
(Cont 1d.) 

HMJr: 

B: 

Hl'.Jr: 

B: 

HMJr: 

B: 

HMJr: 

a: 
HliJr: 

B: 

HMJr: 

B: 

IIMJr: 

B: 

!!MJr: 

B: 

- 2 -

There was something said in the prees confer-
ence abou t it. He eaid that - " I will sign i t 
sh<:>rtlr and the Treasury knows - Tr easury knows 
that I ~ going to s ign i t .• Now we di dn1 t kno w 
whether that was eurrioien t to go ahead with send­
ing ou t material. We though t we pr obabl y should 
wa i t a day or two , at least a day , anyhow, and see 
what happens. 

But Paul doesn ' t know anything? 

No , he does not, excep t what waa s tated i n the 
press confer ence l ast night. 

Yeah. Well ••.• 

The - Schwar~' memo or the conf flrence sai d the 
Pr~s!den t said th i s af t ernoon he thi nks the new 
tax bill will be signed very shortly end h e also 
t hinks the Treasury kno"'s he is going to sign 1t. 
So that 's- that's as much as we know about i t . 
We thought maybe tha t possibl y today or tomo r row 
we mi ght call Early to see whe ther or not we 
should go ahead sending out the material. 

Yeah. 

Think we might do that? 

Yeah. 

All right. 

I wouldn 1 t call Early. I - I 1 d call Tully. 

Tully? 

Talk w1 th Tully. 

Well , I didn' t know whe ther to bother the Presi den t 
about it. She'd probably have to go in and ask 
him. 

••ell , the t ' s all right . 'Nhy not? 

'oell, he might be dis tu rbed. Tha t was whe t I was 
thi nking or. 
Now let me - let me ·elk a mi nute to - to Fred 
Smith. I want to t ell him s~mPthing . 

~"hot 

.• 
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Sml th: 

HMJr: 

5: 
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s: 
HMJr: 
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!!MJr: 
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HV.Jr : 

S: 

HV.Jr : 
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HMJr: 

s: 
HMJr: 

5 : 

HI'.Jr: 
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Pred 5Mi th. 

Smith. All right. 

Yep. 

Fr ed? 

Yeah. 

I n a moment or weakness I promised last night to 
go Satur day to King~ton at t wo o ' clock to present 
the city wi th the Treasury flag .•.. 

.••• and then a t t our o 1 clock do - do thP sa!IIP at 
Bpacon. 

Y~ah . 

An~ you ' d better know the man in cha r ge or the 
rally here. Hi e naMe i s Dick Meyer e . 

Dick? 

Y~ah . Meyers. I thi nl< i t ' s M-e-y-e-r-e. 

Yeah. 

H3 1 a i n charge or t our or five counti es. 

Yeah. 

Now think over whe ther that rel ease we're going to 
give ou t whether I cen ua~ it in a speech. 

Uh huh. 'n\a t is- that '& when? 

Th8 t 1 11 be two o 1 clock 11 t Kings ton Se tur day • • · • 

Yeah. 

.•.. a nd tour o ' clock at Beacon. 

Yeah. Uh huh. 

Now I ' d l ike soMebody to go up- Gamble' s away­

(Cont ' d. ) 

.• 
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(Con t ' d.) 

~lJr : 

5: 

HMJr: 

s: 
HI'.Jr: 

s: 
lll'.J r: 

S: 

HMJr: 

s: 
HMJr : 

S: 

lll'.J r: 

S: 

HMJr: 

s: 

HY.Jr I 

S: 

HIIJr: 

•• ~-
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we always send somebody up to these cities­
Vince Callahan or eo~ebody •..• 

Yeah • 

•••• to sor t of prepare the way. 

Yeah. All right. 

They're both over r adi o at Newburg and ? 
I think t hi s fell ow, Meyers , wi ll need a little 
help. 

All r ight. 

And I think tha t we ought t o let the State 
Chair man know first tha t I'm going t o do t his. 

All right. 

I 'd like to pin th1e wholt thing on you. 

All right. I'll •aJte ca r e of lt. 

Wha t ? 

I'll take care or i t . 

And then maybe your friend when he comes back , he 
might like to help us. 

I think he would. 

I don 1 t wa!lt a ny great - bu t I would 11lte eome­
thi ng by Fridey night, if I could, to break all 
r ecords. 

\/ell , you 1 re not goi ng to usa i t un t il Saturday, 
are you? 

Tha t ' e righ t . 

(Laughs) Well , you'll get - you ' ll get i t by 
1:30 Saturday. \Laughs) All right. 

l04 

• • • 

Well , I was thinking t ha t somehow or other we 
could g et tog~ther mayb~ Friday a fternoon or F'rldsy 
evening i n the coun try. 

All righ t . 

You and Albee • 

All right. 
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I ' ll get 1n touch with Albee rlgbt away and 
I ' ll get in touch with Meyera, and send Callahan 
out there and get in touch wi th Burgees. 

'i ell , do you want to do 1 t th rough Meyer s di r eot , 
or do you wa n t i t wo rked thr ough Bur gess? 

'llell , we ' d better work through Burgess, but we ' d 
bet t er talk to Meyers end find out what the score 
1 a there , that ' s all. 

Right . 

I can t alk with Burgeaa f i r st and clear 1t. 

R1gbt. 

Uh? 

Right. 

.• 

All r i ght. And then we ' ll have something for you 
and I think we can release this- I thi nk i t would 
be a good idea to release this etory there. You can 
just work i t i nto your speech. I t would - i t's a 
good - i t 1 8 - 1 t ' s a good thing. 

Yeah. 

Becauee i t - it lays down wha t a terrible Job there 
i8 ahead. 

Right. 

All rigbt? 

Okay. 

All right. 

I'll be hearing rrom you. 

All right . Who elee do you wont to t alk to? 

I want to talk to Blough e minute. 

Bl ough? 

~eah. 
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H: 

Hl!Jr : 

H: 
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~!Jr : 
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All right. 

Yes, Mr. Secretary. 

Roy , 1n figuring • • •• 

Yes. 

•••• these estimates of income and the gap and 
all that , the fac t that the national income has 
gone up -- I don ' t know, fif teen o r t wenty or 
twenty-rive million -- does that - have we made 
all all owances t or that i n the way o f income that 
·•e get from taxes , at the begi nning - eay , t or the 
first of July. 

Well , I don't think the estimates are quite up 
to the l atest income figures. George 1s h~re and 
might know more about it than I, but the la"eat in­
come estimate, I undere ;and, from the Department of 
Commerce 1s $1~2 bill1o~ and the estimates which 
have been made up to date ha ve been made up at a 
level of about $132 billion, so we ' re practically 
up to the l a teet estima tee. 

Well, let me - this - th1e - I - I - is George 
there? 

Yes. George is here . 

Le t me t alk to him. 

(Talks aside: George) 

Hello, Kr. Secretary. 

George. 

Yea. 
Have you any more recent estimates of what the in­
come - about how much revenue we take in each month 
beginning with the t1rot of July? 

Yea . Yle ' ve got some whloh we use - whtch Dan ls 
using 1n the Financing Program. 

You ha ve? 

Yj!J.s , sir. 

Well , give them to Jsn And he cen &~v~ :hem :o me 
Thursday . 

.• 
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Fine. All right. I ' ll - I' ll- I ehall do 
thBt . 

W1ll you do that? 

Okay. 

I thi nk that ' ll be good. 

All right , sir. You want to talk to someone 
eleet 

Only 1t they want to t alk to me. 

(Talks asi de ) The only other t hing, we Jus t want 
to know how Mrs. Morgenthau i s . 

Well, she - she - her temperatur e was lowest t!l1a 
morning than it ' s been. 

Lowest , huht 

Yeah. The lowest. 
~ 

lolell , that ' s f ine . 

Bhe1 s had the be st n1ght she ' s had for a month. 

Oh, she ' s coming all r1ght now. 

Well ••• • 

Could I be beret 

Yes. I - I thi nk you can make .••• 

Hmm. 

And I - I thi nk , Dan - are you coming up on the 
t ra1n toni ght? 

Yes. 
Well , why not let ' s eay thBt we'll meet a t the 
hospi tal at 11 o ' clock. 

Meet at the hosp1tel et 11 o ' cl ock. 

Yeah. 

All r1ght. 

.• 
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They can t el l you where i t ia. 

All right. I' ll be ther e . 

At eleven. 

All right. Now you 1 re goin.g to see Mille t o­
morrow. 

Yeah. I 'll arrange that wi th you. 

All right. He 1 s coming up either tonight or 
early tomorrow morning. 

Why no t say we 1ll meet him someti me af t er lunch. 

All righ t . If I - i! I •••• 

I can have hi m at the War Bond O!!ice - l e t 's eay 
at two o ' clock on. 

All right. 

Would t hat be a good place? 

Yea , very good. And Burgees sa i d he ' d g ive ua a 
room. 

Wel l , l et us- l et M1lls be there rrom twO o ' clOck 
on. 
All right. And I ' ll ace you at the hospi tal at 
eleven. 

I don' t know what to 
Preei dent might have 
suggest. 1 

do abou t this th i ng. The 
somethi ng he mi ght have to 

very nat. 

What we should do . .. .• 

Y~e.h . 

.• 

Just a moment . ( Talke Aside: The Secretary wants 
to know if ther e are any suggesti ons as to whnt we 
can do about the President . Am I going in to a con­
f erence?) Paul says he doeen ' t think t hat there's , 
much we can do and r or to know more abou t i t- what R 
~he or i gi n or i t , end what ' s behi nd i t . 

Wel l , I may call up the President and ask him. 
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All right. Wal t Jue t a moment. ( Talks s~1de : 
Wha t 1e t.'le firs t one? Mr. What?) Harry Whi te 
says that the movie •r or Whom the Belle Toll" 
lo ready and t hey' ll prob~bly glve you a priva te 
ahowlng 1n New York 1f you want to see 1t, or 
Washington, ei ther one. 

I ' d r ather have 1 t in Washington n~xt week. 

All right. That ' s all , I think. 

Thank you. 

Thank you. 

Ooodb]e. 

l l~ 

• . . 
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Hlt.Jr: 
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Hello. 

Hello. 

Dnn? 

lea, air. 

Jun .. 9 , 1943 
10:}8 A. M. 

I ce lled the President - em I making a r~cord? 

Yes, sir. 

And I told him that he certainly ran the s tt'aa:­
roller over me yesterday. 

I see. 

H., said, ·~nat did you - what do you mean by 
t hat?• I said, "Well, on your statement on com­
pulsory saving.• He said, •Well, I never said 
anything about it.• HA seid, •I tol~ them it 
was up to Congr ess. • e said , "Send tor the 
stenographic report o r my mee t ing and you'll see.• 
Well , it Chic was there , we know what he said. 

ieah. He - he was there and what was reoorted in 
the press was acou~ate according to Chic's notes. 

Well , he :ole us to send f or the - the roport, 4 -

I would do i t . 

All right. 

Now I said, 0li1ll you please ask Steve Early to 
correct thi s thin~, beeauae• , I said, 0 i t 1 s 
t errible wha t you ve done to me.• And hi' said, 
•I will . I'll do it the minute thi e meeting 1s 
over.• And then I rft~eated. I said, "Will you 
send t or Steve Early? He said, "Well, o r course , 
you never ca t ch up wi t h t hose th ings.• I ee i d, 
~ I know, but you should correct that statement. • 
And he said he •.ould. 

Uh huh. What did he mean "when the ~eeting is 
over"? 

He was i n some meeting. 

~ . . 
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Oh, I aee. Uh huh. 

He said, •I eaid, 'It'a ent irely up to Congress'.' 

Wall , he - he went a good deal further , as you've 
aeen. 

Well •••• 

Well , now what should we do' Call Steve? 

Well, what I would do, ia to call St eve and- and 
aay that - that l'd talked to t he President and the 
President said that the whole ~tter is up to Congreaa. 
He aaid he didn't say anything abou t ••.. 

1lh huh. 

•..• compulsory ea•inga and that the Pres ident 's 
going to talk t o hi.ll and they pu t ua into an impossible 
po ai t ion. Anything tha t he can do af t er the President 
talks to him, we'll appreciate it. I think maybe -
hello •••• 

Yes. 

•... I was Just thinking-- I think maybe you ' d 
better wait until the President talks to him tirst. 

Yeab. I thought maybe we might wai t a lit tle while 
end then call Steve and then send Chic over to copy 
the record. 

Yeah. I think I'd wai t , oh, maybe a couple of hours. 

Yeab. 

The President said t wo or three t imes, 'You can 
look at the record.' But - and twice he said he 
would tell Steve to correc t it. 

All right. And he di dn' t say any t hing abou t signing 
t he bill, did he? 

Xes , he said he ' d do i t todey or tomorrow. 

Good. I t ' s a l ot better it he does i t today . We 
can get t h.i s stuff going. 

He said he' d do i t today or tomorrow and be hasn't 
ye t made up hi e mind wha t - hasn ' t yet - hasn't made 

(Cont 'd. ) 
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up his 1111nd yet whether he'd aay anything 
or not. 

He'• going to sign i t , bu t he may make a 
statement. 

He may or may no t make a statement. 

I aee . Then it ' a the latt er that he hasn't 
made up his mind on. 

'ntat'e righ t . 

ll:eab. 

I - I- the reason I wanted i t sent there I 
think that between Blough And Cox -- U' Ilm goi ng 
to say something, I ought to cl ear up thie1 quee­
tio~ and the way I reel - - I mean -- I don t know 
whether we need six t een billion dol •• - dollare 
worth or taxea -- whe ther we need 1t worse than 
we did 1n - i n January, or whe ther -- by that , I 
mean -- the same thlng that Vinson b rought up; 
Rae the increased revenue to the people - doea 
that mean more taxee' Because they're going to 
earn more. 

Uh huh. 

That haen ' t been made clear to me. 

Well , the problem ie bigger than i t was in January. 

You - yo"' see - you - you know wha t I'm talking 
about. 

Yea, I aee what you mean. 

I mean -let ' s a&f Juat t or a rgument - - the !\a­
tional i ncome ia ' 25, 000, 000, 000 1ncr eaee - well, 
does that mean that wi th the present tax r ate, tha t 
we're going to get more taxes because the people 
have more income' And that ' e what Vinson asked. 

Yea. 

And that's never been cleared up t or me, anyway. 

Well, I t hink they can clear that . What 's happened 
your nat i onal i ncome haa gone up quite a bit and 
your prices haven't-- the goode ava ilable haven ' t 

(Cont'd.) 
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gone up quite as much, eo the. gap 1e a l1 ttl a 
larger, I think, than i t vaa in January , on 
the dollar baaia. (Telke ae ide: Tbat'a right, 
1en1 t itt) Paul aaya- Paul agree• to t hat. 

Yeah. 

Well , we ' ll get together on t hat and ••• . 

Maybe you can have something to give me and I -
I - aa I ' m going to make a speech Saturday, I 
might say something. 

Yeah. Well, would you want to say something on 
th1a aavinga thingt 

Bow do you meant 

On the enf orced aaving. 

113 

Well, I'm going to apeak by myeelt. Tbe President 
told me today that - 50~ revenue. Hello •.•. 

Xeah. 

And- is - ie Smith liateningt 

Yea, sir . 

I'm going to apeak ot 50~ revenue on a monthly 
baaia. I n other words -- in July, it we ' re going 
to spend ts billi on - - I ' m ueing round figures 
I want $4 billion i n revenue -- on an average. 

On an average. 

On an average. 

Yeah. 

And I ' m going to etick by that and I' m going to 
atiok by t he thing aa l ong aa the people are doing 
ae well as they are. I•m t or voluntary plane, and 
I ' m goi ng to stick by i t until the President - and 
he won ' t eay any thi ng to Congress. 

He indica ted in that thet he was going to eey some­
t hing to Congreea before they lett. 

Well, thi s morning he aaid, "Why , I - I Just let t 
i t up to Congress t o do somethi ng. I' m no t going 
to tell them wha t to do. • 
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Xeah. But they aaked him tb1a apec1tt c 
queat1on - Whether be intended to aend a 
meeaage on revenue? He aaid, • I probably 
vill 1 , or 1 I migbt1 , or something like that. 

Well . Ve 111 have to - I - I - I ' m going to 
make a very firm deo1eion and I ' m going to do 
ao - t he way I f eel tb1e morning, I' m going to 
stick by my guns publicly. 

And do you wan t t o do that in your Saturday' s 
talk? 

I don 1 t know. 

I aee. 

114 

But - or I may Ju at give a l ocal telk to local 
citi~ena here. Bu t cert ainly, I' m no t go i ng 
to be here Just because the President went ott 
balt-oooked yes terday. And vben I t alked to hi m, 
be - he completely r etutia t ed h ie ovn statement. 

Ub huh. 

He said, •I said no euob thing. Don ' t pay any 
attention to the papera •••• • 

(Laugh e) 

• •••• send tor my s t enographic no t ea. I simply 
eaid, 'It's up to Oongreea to do something•.• 

Unfor tuna t ely, everybodY heard h1o differently. 

I know. But maybe he'll - be 111 ge t some decent 
changes nov. 

Xeah. 

Xou know Steve. 

No , Steve won ' t wan t to change tha t , i t's too 
clear. 

Bteve ' ll never do any thing- he ' s never done any­
thing yet to help. 

Xenh. 

If he doe• any th ing now, i t ' l l be the ttrst t ime. 
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Yeah. I kind o~ hate to go to hi m. I ' m -
I' m hoping that the Pres ident wi ll gi ve them .•.• 

I don ' t - and I thi nk i f we go - I don ' t think 
there 1 e any sense to call up Steve. 

Except t o read the r ecord . 

You mi ght ge t t he wri tten record, wh1ch I - I 
expect to see it next week and I can show them 
t hie i s what he sai d. 

Yeah. All right. 

115 

I think we ought to get his vri tten record on it, 
though. 

All right. We'll do that, but we'll wait a couple 
or hours before we call him. 

Oh, on the wri tten r ecord? 

Yeah. 

Can' t Schwan j ust do that . 

I- I suppose. I s he enti t led to go over and 
look at i t wi thout . •. •. 

'II ell • • . .• 

. • . • • before the Pr e elden t tAlke to Steve? 

I' d call up Steve after lunch a nd ~ey that I'd 
spoken to t he President and he vol unteer ed the 
suggestion that I get a copy or what he said. 

All right. I ' ll do that. 

But - i s Paul with you? 

Yee. 

Well , le t me just talk to him a mi nute. 

All right. (Talks aside) 

Hello . 

Paul? 
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Ae long ae the Pree1dent 1 a- eo to apeak­
reversed h1meelt, aa aoon a a I called h i m, 
I ' m- I ' m going· t o cont inua to atiolt by 
my po a1tion. 

Well, I hope you have in mind i n connection wi th 
you.r poai t i on, the idea that - that the sixteen 
billi on waa on a fiscal fo r ty-tour baai a. 

Well, ot oourae ••• • 

And we've been talking on an annual baeia. You 
see? 

116 

Yeah. Don 1 t throw all those thi ngs at me. Le t ' a 
get them down in writing. Beet 

Yeah. 

I asked h i m what vas the position - I mean- nobody 
could t ell 111 the other dsy what the nat ional in­
come waa when the President delivered i t Wedne1day• 
night. Now what I'm t rying to find out i s how to 
make these est i mates t or - t or the budget; what the 
s i tuat i on waa then; wha t is i t now? 

Yeah. 

And I think that - the wey I t eal I wan t to get 
a way from the aixteen billion. I-wan t to at1ok 
t o my 50~. 

Yeah. 

On an annual basis. 
ia it? 

Nothing the matter wi th that , 

Well , the mat t er with i t i a that you can' t get a 
bi ll enacted in t ime if you- it you don't ge t a 
bill enac t ed until October, and the bill goes i nto 
ett eot then, and all owing for collection at the 
source, and they're having a l ag and r ecei pta into 
the Treaaury, it'• virt ually impossi ble to get even 
on a monthly baeia, tor the early montha when • ••• 

The chancea are that I ' m no t goi ng to say any t hing 
until after our meeti ng en the 15th anyway. 

All right. Well , I think thnt ' a v1ee. 
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Because I think i t woul d be • ... . 

Suppose I t r y t o i8t you up i n the meantime, a 
very shor t summary of the picture. 

I w1eh you would. 

All right. I' ll try to do that . 

And get 1 t up to me so I oan .• .. 

Well , I'll have it- I'll h~ve it- let's see ­
today ' s Wednesday -- I' ll have i t in your hands 
Friday morni ng. 

All r i ght. 

Yeah. Up there \ n New York. 

Ri ght. Because I - because I - I reel i t would be 
bed face on my part to ahoot off my mou th between 
now and ~~e f i fteenth . 

Well , I- I don ' t thi nk we- I thi nk ~e ought to 
get on the f i fteenth a oongr epal onal reactlon or 
what the Pres i dent eai d . 

Yeah. Well, I- I simpl y ! eel this way .•. . 

Yeah. 

•.•. I- I was very blunt this mornin,, and i nstead 
of hi e sayi ng to m~, •Well , Henry, I ve changed my 
mi nd, • he sai d, •Henry, I never said any such thing.• 

Yeah. l'ell , you know the President, though, he •.. 

I know • 

. • . . . he ' s a - all thi ngs to all who coce. 

Well . 
I don ' t ltnow wha t the - I don' t know- I don ' t under­
a tand t<ha t ' e happened hPre; whether somebody ' e been 
to h i m, or what . Hello . .. . 

llell , i t 1 e po ssible. 

I mean I don ' t know -- I wouldn ' t thiM "finson 
had done i t from hie a :tt·ude the o t~er day. 
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Which is not t o pr ess it i mmedi atel y . 

Yeah. 

I ' m t r ying to get Pri tcha rd to s ee if I can ge t 
a ny low gr apevi ne go ssip. 

Yeeh. 

H• always - usually k nows i t . 

I t'll be l ow. 

(Leughs ) He ' s all r ight. 

Pr1 tchard 1&. 

(Laughs) Wel l , 1f h1a - i f hi s belly ie do~~ on 
thP gr ound, h~ doeen ' t have far to go . 

Okay. 

{Laughs) 

Thank you. 

I s tha t all? 

Tha ~ ' s all. 

'd8 
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omcz OF WAR MO.UnU'IOJI 
WHITE HOUSE 

WASHINGTON. D. C. 

J'llll• 9. 1943· 

Dear llr. Secnt.&rJ: 

I bope 7<10. can - witb • at rq office t->rrow 
..,n>in& (Tbureclq) at 10:)0 to oooaicler nri..,. rae mdat.1oa.o 
..ada t.c tbe Preaidont. on t.ax poll OJ. I ban alao ulc..S tbe 
!con..S.c Stabil1S&tion Direct.or ..,d tb• Director ot tb• ~ 
t.o att.ond. 

Sincerel.J rou.r•, 

Booomle Rtm'f llorse~tbau, 

Secret.&rJ ot tbe ~· 
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Percentage of Inoome Payments Absorbed by 
Purchases of Federal Securities by Individuals 

The tentative schedule or sources of funds tor Federal 
borrowing in the calendar year 19~3. released to the press laat 
April, calls for total borrowing from individuals tbls year or 
about $25 billions. Revioed figures bringing tbls ~aterial up 
t o date oonticue this goal ror individuals. It is estimated 
that total income payments to individuals this year will amount 
to $142 billions, Bales or securities aggregating $25 billions 
would thus absorb about lS percent or income payments tor the 
year. 

This is not the whole story, however, tor sales or securi­
ties to individuals this year are scheduled to increase succes­
sively i n our war loan drives. About 10 percent or income 
payment s is being devoted to Federal securities in the first 
6 months or the year; the schedule calls tor 2~ percent in the 
last 6 months or the year. {You used a round figure or 25 per­
cent in your press conference in New Jersey.) The percentage 
figures relate to income payments before taxes are pa1d. The 
folloWing table shows t.~e figures for the two 6-month periods: 

Percent of Income Payments Invested in Federal Securities, 
Calendar Year 19~3 

(Dolla r figures in billions) 
First : Second: Totlll 
half halt : ror year 

Income payments to individuals ..•... $6S 
Net purchases or Federal securities • 7 

Percent invested in war bonds....... 10% 

l2l 

The figures ror net purchases or securities include both 
continuing sales between drives such as those made under the pay­
roll savings plan and saleo made during war loan campai gns. 
About $2-l/2 bill ions or the total or $7 billions of sales in 
the first 6 months this year are being made under the payroll 
aovinga plan. The corresponding figure will be higher in the 
l ast 6 months, and will probably exceed $3 billions. 

It will obviously take very intensive sales errorts to 
achieve t he sales scheduled tor individuals in the last halt ot 
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thi s year. This is evidenced by the t oot that the goal t or 
1nd1Vidualc in the Th.ird War Loan will pr obably need to be 
around $7 billi ons with over $~ bi lli ons oooounted ror by 
g bondR . The money is defi nitely there, however, and t he 
goe.ls cnn be r eached. 

It we are to absorb about 25 percent of income payments 
by the end of the year through sales or war bonds to individ­
uels, a great denl of fl exibility i n i ndividual family goale 
wi ll h~ve to be observed. Families with workers in war plants 
whose incomes have been i ncreased should go over the 25 per ­
cent . !!any men working i n war pl ants are able to save vastly 
~ore t han ever bef ore becpuse their i ncomes ha~e been increased 
and tru.ngs available ror them to buy are becoming scarcer. l~ny 
housewives are now work.ing and are able to i nveat a large part 
ot the11' i ncomes in war bonds. I n other oaces more than two 
people i n the t amily are working and family eavinga invested 
1n w~r bonds may go very much higher than 25 percent. On t he 
other hend, t here are fami liea whose incomes have not increased 
since the war began . Many of these families haVe commit ments 
for mortgage debt r epayment and tor life i nsurance that make 
it almost i mpossible for them to place 25 peroent of their in­
comes in war bonds. The 25 percent goal i A a total which 
averages all feJDi lies . Some cen do more , some can only do 
less . All famili es toget her can make the 25 percent. 

June 9, 19~3 
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Newark, N. J., J une 2. -- By the end ot 19~·3 the average 

American tamlly should be inveat1ng approximately 25 cents ot 

every dollar ot income ln War Bonde, Secretary ot the Treasury 

Henry Morgenthau, Jr., told New Jereey'a war tinanoe leaders 

here today during a luncheon at whiob plana were laid tor New 

Jersey' a new' simplified bond aell1ng organi zation. 

The New Jersey group 11 the t1rat 1n the United St ates to 

reorganize since Mr. Morgenthau'a announcement laat week that 

s t ate bond organizations were to be •streamlined and amplified 

in order to concentrat e on individuale and to sell bonda to a 

atill greater number ot people. • 

"Ot the torty- flve billion dollars at1ll neoeesary t o com­

plete our wa.r t1nanoin~ needs tor 19~3." Mr. Morgenthau told 

the New Jersey group, at least e i ghteen billion~ or almoat 25 

percent,or t he national income tor the remainder or the year 

should come trom purchaaee or bonda by individ¥ale. 

"From those workers earning 'trozal~ho~ to five 

thousand net who will have aeven~lAhtha of ill the current 
available individual savi ngs, 25 v~nte or each ~ollar 11 not 

too much to expect. In taot they ehould and mus t l nveat more 

1t our goal le to be met. But gett i ng thie monPy ia a big 
order. To do the job will require h~rd wor k on the part or ' 

everyone. Our volunteera will even have to work hardsP than 

they dld 1n the succeaetul seocnd War Loan Drive. And we can 

get thie Job done only it every state sets up its cont1nu1ng 

organ1tation promptly and goes to work enthue1aet1oally with a 

realization ot the importance ot the task ws are undertaking. 

In th1a the New Jersey group i s eett1ng an admirable example.• 

In the New Jer eey plan, announced at the luncheon, t he 

war ~inance leaders ot the state have completely merged the ~ar 

Savlngs Staf f, wh1oh has been 1n operat i on here tor two yeara, 

ana the Victory Fund Commit t ee , which wee Ae~ up prior to the 

Firat '4ar Loan Drive, In br1ng1ng the t wo committees into a 

a1ngle group, Secretary Morgentbau announced t he appointment ae 
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chai rman of Col. Franklin D'Olier, Preside nt of the ~ruContial 

Life Insurance Company and formerly state chairman ot t he ~ar 

savings Staff. Working oloaely with Col, D'Olier aa vioo chair­

man i n charge of Bond aalea to oustomere or banks and investment 

dealers 11 HoraceK. Corbin, Praeidant of tho Fidelity Union 

Truet Company, New Jersey 's largest banking institution, and 

formerly boaC of Nev Jersey Victory Fund Committee, 

•we have set up thi s now operation ae you outl ineC it,• 

Col . D'Olier t old Secretary Morgonthau, •and we oan guarantee 

ahead of t ime that it ia going to produce tar better t han any 

prev i ous arrangement.• 

~ointing out that the New Jersey leadore aav t he problem ot 

war finance aa a war on throe battle fronte, be explained that 

the new arrangement would include throe divisions -- one to 

runct1on through .banking and i nvestment groupe , one in the in­

dustrial fielC and one to handle general community aotiviti ea, 

"While the induetrial and community operations are vital 

beoauee t hrough t hem vo will get t he wide at Bond d1atribut1on," 

Col . D'Ol i er said, •tho appeals to customers of banks and 

other financial inetitut ions will in the end produoe 65 percent 

ot t he money. To ge t t h is money , Mr. Corbin, aa head of the 

new banking and investment committee, will work with former mem­

bers or the merged Viotory Fund Commit tee which aooompliahed ao 

much i n the Second War Loan Drive. They will take complete 

charge of bank cooperation, both duri ng anc between t he drlvaa. 

1 In the industri al field we must depend for success upon 

labor-management cooperation in New Jer sey 's induatriea. Labor 

and management wo rking together oan increase the number of par­

ticipants i n the payroll deduction plan and the percentage of 

pay deducted . We can supplement the efforts or labor and man­

agement with good leadershi p in our state committee but any help 

we g1ve ia only supplementary. New J ersey firma and t he unions 

to whom our working men and women belong are faced with a huge 

reepone 1bility because whether or not we are able to reach into 

t he places where , as Mr. Morgenthau has pointed out , seven­

eighths or all currently available money in the hande of i nd1-

viduale l i es, depends squarely upon them. Our community aotiv-

1tlee encourage t he steady purchase o r War Bonde and handling 

special promotiono to attrac t t he wides t possible attention to 

the need tor more and mo r e ~ndiv1du~l ealee will bo under com­

petent leaderehlp, not only at the etate level but alao at the 

county and local level s. We have an ample force of patriotic, 

conao1ent1oue hard-wor ki ng people, aa I am aura every etate hae . 

Our new plan will give them a greater opportunity than ever be­

fore and opportunity 1s al l they want. • 
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col. D'Olier explained that a state-wide steering committee 

was 1n the process of formation and would include active repre­

sentatives of labor, 1n~uetry, banking and investment business 

groupe, women's groups, educat ional groups, agricultural groups , 

lnterraclal groupe and ot hers "without whoee help the new ar­
rangement oannot completely suooeed." 

Mr. Corbin pointed out that the Job or the banking and in­

vestment oomml tteti will be especially important during drives 

but w1ll continue on a skeleton basis fifty-two weeks or the 

year. He aa1d that the banks and investment houses ~emonetrated 
what they can do during the Second War Loan Drive. "They estab­

lished outstanding sales ~ecords through sales to their cus­

tomers and they were then only learning how to do it,• Mr. Corbin 

sa1d, "W1th the experience we have gained I am sure we can make a 

truly remarkable showing. I ha ve been assured by the bank& or 

New Jersey that they will cooperate completely and enthus1ae­

tically. un~er t h1a new arrangement. 11 

In closing the luncheon meeting, which was attended by 

nearly forty prominent state figures who have helped New Jer~ey 

eetabl lsh one of the beat sales records at the smallest ex­
pense or any state-wlde operation, Mr. Morgenthau ea1d: 

"I want to commend you all on t he promptness w1th which you 
have gathered your rorcee together to carry on this vitally 1m­

port ent phase or the war. Within a week of my request to state 

groupe that they streamline and amplify the1r Bond-aell1ng op­
erations, you have proved the aoundneee of our decision to move 

ahead along the lines of a slngle comm i ttee with a e1ngle state 
authority and concentration on i ndividual Bond sales. I con­

f i dent ly believe you have set a pattern that can and w111 be 

fo llowed i n general by all t he other states. It ie exactly 
what I had in min~ 1n issuing the statement from Wnahingt on -

it i s exactly what will be needed to accomplish our formidable 
m1ea1on . 

"I want to thank you in the name of the United States Treasury 

and in the name ot our Commander- in-Chief." 

0 
-oOo-
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1'o pzovid. for U.. """"'' .,.,...._, ol "" lodhklual lDrDom.e tu. aod few 
0\btt Jl'UI"pt)ffl& 

a. u -e..~ ~v ,,.. ,s...,t• ""d n,.,, of e.,....en#Uw.. •f d. 
United 8toJu of & ......... 110 Oonfl""" IUumbld, That (a) thia Act 
mal' be cited u tho "Cur~nt Tax Pa:ymont Act of 1943". 

(b) M&.u<nro or Tuxto U•u>.-Ex~pt u otherwise oxproooly 
prol'1dedt tuma u.sed in thil Act ahaU have the lADle meaning u when 
uoed in the lAtunal &••••• Code. 
SEC. 2. COLLECTION OP TAX AT BOURCII 011 WAGII& 

(a) Ix G&xaw--<:l~aptu e of the lnt<mal Rennue Cldo (nlal· 
inc to tm~.>loymont tuea) ia amended by i._rting at t1a end th•reof 
Jhi follOWIDI( JIOW aubcbaptUI: 

"SUBCH.APTBR »-COLLECTION OP INCOME TAX AT 
SOURCE ON WAGES 

"SBC. lGL Da'll'lmON& 
"A& ooed in this aubcboptu-
"(a) W.4aa.- Tho tonn 'walltt" meant all MmllOe!'atiou (othu 

than f- paid to a public oii!Cial) for .. rrieeo performed by on 
omplo,... for hia employer1,iru:Juc)jng tho cuh .. , .. of aU remunua­
tion paid in any medium 0111or than Cub; except. that ouch l<lrm &hall 
not ineludo remuneration paid-

"(1) for ouvi.,.. Jl"rformed as a member of the mill~ or 
naval forces o.L the United St.atet, other than pe.nsions and ret,ared P•J includibl& in gro~~ inoomo under Ch•.Pt.er 12 0 1:' 

(2) for agricultural labor (u defined m .. ct•on 1426 (b)) or 
"(8) for cfomefltic lf.n>ico in a printe, home, Jocal ooUege club, 

or loeal chapter o·f a eolltp freto.rnity or 10rority, or 
"(' ) for casual labor not in tho eourae of the•mployu'o Indo 
orb~ or 

"(5) for .. ..,.,_ by a citiaen or ....nd•nt of tho United Statea 
for a foMign govarnment or for tho gove111J7l011 of tho CollliiiOfl­
w..Jih of lhe Philipp~ or 

"(8) for ourieeo performed bra non...;dent aliAoo iDdiTid,.J. 
other than a rooidant of a 00111-irc- eounll')' who ODIUI aocl *- the United Slalel at froqQtDI intornlo, or 

"(71 for web Ill"~ porfonn.d by a ........,;dent alien indi· 
-ridUal who ;. a rooidwt of a contiguc;IIS ...,.,~sy ODd wbo ootoro 
and leav .. tho Unite<! Staleo at_ f.-.qu•nt interva~ ~ may. bo 
dooignatod by rogulat•on• p.-nbod by the Comuu..,onu ••Ill 
the approval or tho SoueCAiry, or __ 

"{8) for services for an mployer performed by_ a CJh..., or 
rooidont of tho United Statea while oullrirle the United Stalea 
(u d.tm.d in oection 8787 (a). (Q)) if tho ro•jor pa~ of tbo 

&el'Vices for aucb employer durul.l{ the calend.J.r year 11 to be 
puformed outaide the Unit~l Sta~e~, or 

"(9) for tervicu performed as a minister of the gospel 

, 
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Forth~ J>urpoo!f of paragraph (8) Strvioos performed on or in connec­
tion with an American. n~l (as defi.ned in. ~tion 1426 (g/) under a 
l'\lntnct. ol str,•ac:c wlucb a& entered mto w1dun the Unite< Suue& or 
tluring 'he pe:rfonuantoe .or "'•hich .the v~l touches al. a port. in the 
rnitf(l tattt, or on or m connection w1th any nw~sel as an employee 
of tl•~ United Stotetl eu>.J>Ioyed th!"ugh the War Ship11ing Adrnini&­
lfllion, lohall not con,.11h1te Strvaoes performed outside the United 
SUites. "(bl PAYitOl.L l''r.JUOH.-The .t.e:rm ~pay.roll period' mean.s a J>e.riod 
for "' ,ich a pii)'IIICilL or 'n~ 1~ ordinarily m11de to tlH~ emt>loyee by 
hiH cn•ployc.t·, and the tea·m nusceUaneous payroll period' menns a 
pnyroll pl.'ricxl othr•· tlmu n daily, weekly, bJwcek1y1 semimonthly, 
1uonthly~ quu•·t.-rl~·, ~·mi~t•utu~l, or annuo) payroU pcr1.od. 

..t(c) I•.M I•I.O\'t~r .. -rhe tCI'IIl employeo1 mclude8 Ill\ omccr·, empluyec 
m· tol\•<·tl"tl ollidnl or the United States, n State, 'l'twa·iloa·y, or nnY 
t"•liti4'*'' "ub<llvi .. ifln •hereof, Ol' the D1st rict of Columbin, o•· 1u1y 
llJ.!L'IICY o1· iu .. u·ulnl•nuality of nny one or more of the fo1-cgoing. The 
h·nu 'i'llil>lor(-e' nl~ includes an. officer of a C.."'l'poration. 

"ltll •~>u:IOY'U.-The term 'employer' means the person for whom 
an imfh·ithual JK'rfurms or performed ~tny service, of whatever n11t.ure, 
ai the ~mplO)"l"e of such person, except thttt-

""( l) af tht ~~n for whom the indh•idual performs or ptr­
fnou~l the Rrvices does not bal"e control of the payment of the ,..!-,.. for •uch ser•i-. the t•nn 'emplo~ (except for tM pur· 
I""""' nf >Ubooction (a)) means the pe""'n h..-ing cont rol of the 
t••Yment of such wages; and 

"!2) in tht CUll of a pel"501l paying wages on heball of a non· 
~idtut •lien individual~ foreign eartnership, or foreign corpora­
tion, uot t'llJ..'ftg<'(l in trade or bu!lness withtn tbe Untttd Stat~ 
the trru1 't•mployr1·' (t':<cept for the purJ>C)908 of subtlection (a)) 
mrJm.8 such J~I"'In. 

u(\') :olr~uu.r. Pt:nM•~.-Thr trnn 'single person' meanB n ~non with 
t'ts(M.."Ct W wluJIU n whhholdins: cxempbon certifieato is in efFect und..-.r 
section l622 (h) ~tt1ting C1wt. such J>e•WI\ is single, or is mnnied nnd 
uot Jiving with hu~bnn<l or wife., nnd is not the llead of n f1uuily. 

"(f) MMunt:l) Pt:UI'Il•N.-'J'he term 'ntn.rried pcr80n1 metHUJ n person 
with l't81WCI- to whom 11 withholding exemption eca·tificato is in ofreet 
unde•· 8(.oclion. 1622 (h) stating thnt he is mnrried and Jiving with 
husband or w1fe. 

"(g) U.uuur.o l}r.a~s Ct.Ann:so Au. or P&~~80SAL E:tt:lCPTIOS J'OR 
'Vmmouuso.-The term 'married person claiming ftll of personal 
uemption for withholding' means a married pet!ilOn with re&JX'<.1 to 
whom a withholdinf: u:emption certificate is 1n ttlect. undt'r eection 
1622 (h) .. ating thot for th• purpooes of this subchapter IU<:h penon 
elai>ru all ofth•l"'""'nol txNilJ>liOil and that for the pt>.,_. ofthia 
AubC'hlllptf'r l1i:1 ~pcML.,. i~e clailmng none. of the penonal t:umption. 

'"(h) M \MIUI'J) P"r.a!lfls- Ct...'unso HALF or PEUOXAL E:cluu·,.,o~ 
roa \Vmnwu~1~0.-,,t' term 'married pe:rson daimin.u half of the 
J>("rBOnal t•X<'mption for withholding' means a married J)f'l'80n with 
~t to whom 1 withholding exemption certificate is in effect under 
...-Lion 162'2 (h) •IAlin~t thot lor the purposes of tbi, •ubrhop"r •ueh 
peroon cloim• h•lf of th~ penonol exom.J>lion and that for tho pur· 
poM"it o f t hiA ~ubcluqner his SJ>ouse is clauning not more t lum huff of 
such exemption. 

c 0 

0 
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,"(i) M..-.aatm PD10x Cl.AJ:lllXG !'O!'t."'E 
' ' rnn tOWL.\fO.-Tht ltrrn 'married , br ~NAt. EnutPnnx ,...,. 
eonal tsf:IUJ>Iion (or' withholding· ptrson ~~~~mmg non~ of dw Jl'ff· 
to whom a •ithholding utmPfm~fic:..ar:n!d ptn.on • ·ith I'WiPfC-t 
1622 (h) making no tJaim with 1 te l8 rn •lff!Ct undu H"t'tion 
tb~ P.ur~ of tl~itt subchapter. mptct to the Pfi"MJ»AI f'XNuption for 

. (J) ••n o•F• ">LT.-TI.,term'head f . 
wtth ret;peret. to whom a withhnllli ,., o !< fRmalt UK"In8 • ptl'l'On 
under ~tion 16-22 (h). stating tha~\!~e~~t')" ctrt•R(•ate is in t fff'Ct 

"(k) D&PENr>t~..,..-rhe tet·m 'de •ndi.S 'e ll'tul of" In mil)'· 
in a withholdinA enmpt ion eerti6e'J:: . en~ fll('IHI8 n ,-... • .,..un lnC"Iucled 
as n f>ertOn dependent ul>on and Nefi,.J" e ~t 1H?dcl' M"4·tion 1022 (h) 
employee nnd cit her unc ea· eighteen . ng tus clnef ~Uflf)(U't ln11n the 
SUJll>o•·t bec1mAc mcntnlly 01. physicatl)~~f:t~~~~!~ OJ' llll'llJh,ble of flr l f. 

"S!:c. 16%2. lNCOMF: T >IX COLLECTED AT SO UitCE. 

(a) R&Qtmtnrr.!lo'T ur WtTnn()wrxo - E 
pnymenc of wn~•·!i ~<hall df"duct and with.h ld very emplnyer nualdnu 
~unl to the grentrr of the following· t> upon 8U•·h ~·nuN • rnx 

"(1) 20 p•r """''"" of tht ~ • .,... r t w:.1,:.:e~ O\'fr the famiiJ status ·. h 
0

• {'ft.('' P"Y'}lflll of J Uf'h 
un~Ttrll>boection (b) (I) (A).o;•t holdong '""''"'"" •llnwable 

(2) 8 ptr centum of tht a-. f h 
0\'tr ll'f Victory ta~ with.bold· o H(' JM'yn~nl of J:Uc·h "''"h"f'<i 

" •ub!<ction (b) (I) (8). mg excmpllon allowabl< un11tr 
(b)w \VmiiiOUUXO '£xvcP110S'.-

(l) In computing th• tax requiml t he d I I . ~cld undtr .•u~tion (a), tbe,... shall .,:: allo~~t1<1f>l a~d wuh­
mg, exempCIOil \\'ltb rti]leei to the wag.,. I>•· I f ns" •lllhhold· period- Jt or <"•c' p1yroll 

"(A) in computing the t•x requi 1 1 ))., 1 ,.) ~vithheld ut~der subs~1ion (a) (I), nfumily J.>tt,~t~N ~~~:~1\l:~r 
mg exemption determined in aecordoncc with t l~ I II . . SC'lledule: ~ "' o ow111g 

" Femll1 Stetus Withholding E .. mptl on 

llturitlll"'· 
__ .., 

,...,.. ....... ,.. ............ ~-~.~· ...... . .,., ,, _c: ..... U.. _ '-....... .. ,..,,..,~ -U· ...... , ..... _,,,.... "'-" ...... ,. . - == :' ... ":. ':C ....... .. :Wt.": _ ,, 
--·~ 

... _ ... _ ..... ~ . - ---w .. kl~.. •• • . . .. $12 $24 11 2 0 
Biw~ lr... • . -.... $24 $48 $24 0 

M 
~mimonth.ly..... • •. s:ze SS2 

112 

llooth~······ •••• ~ 110< 
12<1 0 $13 

~art· y ••••• 
SS2 0 m 

1164 $312 Sl$0 0 $78 
mla.nnual._.. .. • $312 $624 $312 0 1166 

Annual ......... 1624 $1,248 
Dt.l1y or n\IMltUanNM•• 

$624 0 $312 

(JM'-r day of tmth 
J><rlod)...... • • $1. 70 $3. 40 St. 70 0 f.~A 
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"(R) in computing ~· tax requirecl .to be d•dut!NI and 
withhtld under .u~Jon ~a) {2), a Vtct~ry tu wtthb~ld­
ins:r exemption de:te.rmined m accordaooe w1th the !ollow:ng 
.,hedulo: 

\\"wktr ...... ~ - .. ...... ---· --------·----- ---· •12. 00 
ut•·~-ttt1•• ..-...------·---~-···------.-.- 2 ... 00 
8et:Uir001Uhlf ••• •• .............. -------~---·••-••••••·•• • - ~()0 
Mont111.t--- -··----··· --------- ····------------··· 62. OU 
Qw~rlertr .. ......... .. .................. - - ---------·--·····------·· 150, 00 
SctnlfiiUIUIII ........ .. ......................... --- -·----- --··•"'•••••••••·•- 8 12.00 
AnnUitl.... .. .............. ---·--····--------····· ·····------ 024. 00 
Onlty <11' MltcelhtiiNIUI (l)er (l•r or ttaeh period)----···-···-·--··· 1. 10 

"(2) If woges are p•id with respect to a per iod whieh is Mt n 
J>•aya•oll pericxl, tho wathholding exemption allowable with I"CSJ>eC-t 
w eAch J)IIYtU•nt of sueh wages shall be tl>e exemption allowod for 
a mi-"Cellanoous payroll period containing a numbe.r of d•y,_ 
(indnding Sundoys and hol idays) equal to tlte number or d•y• 
in tht J)frtod with ltipect. to which such wagt:s are paid. 

•($) In any ca.<e in which w~ ore pud by an employer 
.. ithont regard to an1 payroll pertod or 01her ptriod, the wtth· 
hoMm~: ex-tmJUion allowable with respect. to each payment. of 
•n<lt ""lifO mall ... the exemption allo"·ed for • tnuocellanoou• 
payroll pt:riod cont"ining 1 number of days equal to the number 
or daya (including ~un<lays and holidays) wnieh have ela l-1 
Mince the !lRte of the lost payment Of SUCh Wft81l8 by 6UCh 
f!111p loy<"r during che c11lend:tr yenr, or the dale of commencement 
or €'1llployrncnt. with aueh em1>loyer d uring such yellr, or J nnuny 
I of such yenr, wldohc\·er is the l:ater. 

••(4) Tn till.)' cose in which the period , or the time. described in 
pn•·ngmph (3), in respect of an)' wages is less thnn one wook1 

t il•• Comm is.'liont.•a·1 urlllel' 1-cgult~tions prcso•·ibcd by him with 
tlw !tJ)J)I'tl\'111 or tile Secretory ma.y Ruthol·i:r.c IU\ e mployer, in 
r·uu1puliug tho hax •·toquirec.l to ~ deducted nnd withheld, to uee 
the cxCC'~ or tho ngg•·•ga~ o f the wages paid to the employee 
du rin~( t he C'IIIN1d11r week over the witllholding exemption 
allowtd by tltio su~.ection for a weekly payrol l period. 

"(6) I n detcnnining the amount to be deductNI and withbeld 
undrr this itl~tion, tl\e wnge:s may, at tho elec-tion of t he 

li ernploytr. bfo NUUJ)UI~I to t he neartSt dollar. 
(e) ' VAOR 1J1 \CKt.:r \\ f11:Ut0WIXO.- ' 

" ( I) AI tht tlection o( the employer with r<'Sllft~ to any 
tmP.loy~, the employer shaJJ deduct and withhold UJ)OO the. "'age& 
[\lid t~ tilK'h ('lll))lo.):re. a tax dM!-nnined in aeeordanc:t', wrth t"he 
followtng t•bl ... wht<h .... u ... tn lieu o f the tax reqmred to ... 
d<'ductoo ond witltlttld wtder liUboectioo (a). 

• 0 

• 0 

tPra. l..t,w tt.t s 

... ... _"'"~~~ - ... ::::t ·- .I ~~ 
-

• .-.. ~i~ .... . "'! •• ~.~ ... -.... '!'.~1· ::. =-. ~ ' . .... .... . ... 

A l loNotl 

.. 
10 

" " " .. •• •• " 10 .. .. 
"' '" "' ... , .. , .. 
•• ,,. , .. ... 

.... ... .... 

"' .. .. ,. 
l: .. .. ,, .. 
" , .. 
"' ... 
"' "' , .. , .. . .. , .. 
"' .. 

II. tO t t.'M" uo ... uo .... .... ... uo 
~:= "·" '·" .. .. . .. 

11,00 I LfioO 

"" 11,10 :a: U,IO 
11,110 

I &.tO 11, 10 ..... 11. 10 ..... ... .. :·: .... 
'"' "" .. .. .... .. .. .. .... ... .. 

"" ..... ... "" 

!-=4· .... ·-.. 1: ...... 1.'- ' . ..:: ...... ....... ~ ............ ... 1 .... ' ..... ~·r ...... r ...... 
()r,fS) _.~ ........ ., . ... . a-4 ....... 

~ T- 1~[- ili ............ .., ........... j ....... 
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. fo.'ii" : : · : ~:: :·:·:·:: ··: . :: .... ... . ..... 
1.10 IQ. . f 0.20 f0.20 • to. ,o· ...,o· ..... ···,~~.~ 
2, MI .tt .)0 , 10 ·: ... ... . .. 
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&110 7, 40 ... 6.00 ... , .. "' , .. 
to.ee t , to a. • 1.00 ... ... J. tl) 

., 
1100 H. 41J IO.Z t.OO tt: ... . ... . ., 
l l.tiO ll.40 l l.XI 11.00 . ., '·" '"' l t.IIO 11.40 lt.. to lUll .. . ...., .... . .. 
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~ .. ___ .... ,.... 
"""l m •l•u lm•·I,..•I•"I••I MU>I •aool ... ...... -'.,·•« an."' ... n.t'IM ..-u MOO .... 

-
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1r the .-1ron period with r••ttct to • • . .... ,roree le ~non.th.t, 

A•4, CU-",__ ... -~=:.'!-::=~•t,_._.__, .... fw 

-
'"''' .. ..... ~ •• Ou ·- ..... .... , ,.,,. "" ..... El!lhl Nt-

..,,,_, 

- .. .. .. .. ,. .. ... ... 
"' , .. ... ... .. ... ... 
~· •• 
·~ .... .... -... ... ... ... 

-

_ .. _ 

~~~·--·- .......... -·-_ .... -·--·--·-__ .. 
.... ... .... .... "'" .... .... .,,,. ... 

nut ..... .... 

. .. ..... .. .... .. 11.00 .. 13.00 

·= 
u.oo 
11,00 

"' n.oo ... , .... ,., ..... .. ..... . .. ..... ... .... •• .... .. .... , ... "'" ... .... ... ..... ... .... ... ...... -...... .. 12UO .. .... .. 
Tel 11.5.00 "., ...... 
1.101 U$.00 

... 
Or, (J) --~~ ...-• • • - "'" Q! tat. I .. Jwr.l( •t ,.,..., 

••-''"'" cw • llll •r .. , ••• ....._ .. a.. .I.·- ...... ·- "~ 81• --· ... 1 .... -· -- -· -· .... 
o.. c.n-• ,..._ ... .....,....,... .... ...,._ 

"' .... ... ·- ·- ., .. _, ... ...... --- .... , .... -••• ... .... .... .. .. ••• 

w~ .. ~~=:~~;:~:~:::~~:·~ 

•• 0•• ,._ ··- , ... , t'l~·· _ .. -·-• •• fl. ---·-_ .. 
«-11 .. ... .... .. .. . ... .. .. 

Or. ( I) ..... ,.,.._. .. ...... , . '-"' • .,.__ 

~.::+=-:~·=+= .. 
,..,_ - l • f 1 .. tu ..... • h•NW • .. II..,._ 

ii." • •. • UOO ... . ... ······ ....... ........ ......... 
· ~o~eo· w. .o· ao •• o· to:' tO" ' to:iO' ''iO:iO' .. iO:iO' '''to. til ... .... ... ... . .. ,., ... ... ... . .. _,. . ... '·"' .... 1. 10 1, 10 , .. , 11, (10 .... .... I, 70 .. .. .. .. .... ... . ... ..... .... .... .... . ... ..... "'" ..... , .. , ••oo ... .. ..... .. .. .... .... .. .. U,IO ..... II . 11;1 ..... ... .. ••• " " .... .... ..... ..: .. ... o .• IUt ... .. .... ... .... ... .. ,.. ... .... ... .... .. .. .... ... .. .. .... . .... ·-· .... ,.. . u .• .... 17 •• .. .. " " .... 

llG. .. ..... ...... .... ..... ...... ""'' ...... ..... ..... ,,. .. tll,to 116. tO lll. JO ...... 
uuo ...... ...... III, JO 114.(10 ..... ...... "" .. 12'7.10 '"'-"' ...... '"'" ..... ...... . ..... 

. .. . .. 
·"' ... 

1, 10 1. 10 
1. 10 .... ... . .. .... U l 

' "' .. .. .... .... ... .. lUO ..... . ... , ..... II. to ..... ..... .... t1 •• ..... ..... .. .. ... ,... ... .. .. .... .. ..... p.to .... .... . ..... ...... 
llll.J.O 111.10 
12-4..!0 1111.10 

... ... 
1, 10 
1. '1'0 
1.10 ... 
U l . .... . ... ..... .... ... .. .... ..... .. .. ... .. .... ..... ..... ..... 

lOft, tO 
I U , il) 

. .. _,. 
I, IC'I '·,. .... . .. ... ... •• ••• .. .. ... .. .. .... .. • .. • .. 11. .. 
"· .. ... ,., . ... 

.. .. .. .. 

IPn.,Ww t&J 0 

• --
A-..4 ... ........ 1* •• ., U> _ .. ,.,.. -. • -w c.- dllll!l .. •• •' ,__, u.. ~ 

thlle• • r "• 
• II• 1111111 u• .__ ......, 

II••'- •t -.,.. ---- -.. .. dl ,...... •• o .. ... ..... . ... "''' ..::.. .. ~. ... .. ~ 

_ .. --· .. -· _ .. .... ... _ .. --· -.. • •• .. .. . ... .. .. .. .... ... .. .. .. .. ... 
~. (I)_ .. ,.._ lot._,,.. c::. d.Mr.boC ..,,., ........ .......... ,.. ...... .. .. ...._ .. o...L• ... I. ..... ·- ....._j .. -.... .... , ... 1 ... -·r-· r-· ... 

Or,P) _ .. ,_ .. . ....,...,_ .... ._._ 

..:=, .::, J "''.I. sa 
- -

'* -, .. ~::. ..... - -.... ... ... ........ , ..• , .... . ... 
...... .. .. .... 0.,(~-~~~ ...... ... ~4=t" .. lloolofiU I I ,._. ., ....... . - . ...... (.r ..... 41• • • 11 ...... -

H• o ..... J. T•• T~ r. Yuw $.r4 ..... ., 
*""""' --~·• J ... ' I " ... ... .. I -· I .... 
()r, Cl) - · ,.,._ t. .._, •f• ._., u 4 a-

..;::.. I•T-• ..... ·- .... ... :::. - ,-=--.... .... , -· -· 
nr._,., ..... ..,. .. ~...,..,.~~-··-.......,... •r .:a.. ... ..... ., ... , ....... - -.. ,, .. .. .. illii' ....... "'" J.. " . " " I ' ... 

' • . .. . .. " iO.'ii' ... .... 
• • ,, . .. ... .... ' 1 .. 1' tt~.oi' "io:oi' " io.oi.' tO.'O. .... 
• • . .. • u. . .. ... 

:= ••• , Ill . .. ·" . .. 
' • 1, 10 . .. ·" ... ·" ... . 10 ·" ••• • ' . ... l, ll ... . .. .. ... . .. . .. ·" ·" ' • .... '·" I, U .... ... ... . .. . .. . .. ·" • • ., . ... '·" '·" , .. ... ·" ... ... . .. • .. '·" 

.,. .. .. .... , ., 
'" ... . .. . .. . .. 

" It . .. . .. .... .. .. ' " , .. Lto .... ... . .. 
" " . .. ... . .. . .. , .. I , :J .... .... .... . .. 
" " ... ... •• ... • • . .. . .. .... '·" ' " " " ... •• uo ... ... . .. •• . .. . .. . .. 
11 " ... . .. ... •• . .. •• •• . .. . .. • • 
" .. "" . .. . .. ... . .. . .. •• . .. . .. . .. ,. .. •• . .. Ul •• •• . .. •• • • ... . .. .. " •• ... "' •• •• ... . .. . .. . .. .. . 
" • ... . .. . .. •• . .. ... •• . .. ... . .. 
" .. ... . .. . .. •• . .. ... ... . .. ... • • 

• 

................. 2)$fl 1M o~•"' AO phil 

..... .... "'" .... ..... .... "'" ..... ... .. .. .. 
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"(2l lf wages are paid with rospect to a peri~ which is not a 

1
,.yro 1 period, the amoun~ to be ded~cted and wtthheld ahall. be 
thut •pplicuble in the c:ase o~ a m~ll~neous puyroll JM!rlod 
contuiuing a number of d•Y*. (melmhng Sw!days and hohda~•l 
Naunl to tlte number of dttya 1ft the pe.r10d w1th respect. to wtueh 
such wnges nre (>aid. 

"(3) In t'tll )' case in which wngcs orc \>n id by 1111 cmployel' with~ 
flllt rt'glird to any p11yroll pca·iod or ot 1e1· fX'd.odbthe. amount. to 
b<• deducted •nd withheld shnll be that apphea le 111 tlte ease 
o( n mi.8Ct'Jianeom payroll period eontnining a number of dnya 
N\nal to the number <? f days ( including Sundays and holidayM) 
" . tich han elapsed smce the date of the last payment of such 
" ' ltf"'l by such ernploJer during lhe ~lendar year\ or the d.lte 
of rotnment"eruent of employment w1th . such e~p oyer dunng 
luch ,-~r, or January I of i\leh year, wh1chtl'er lS the later. 

.. ,~·) In anv eue in "•hieh the period . or the ci111e d escribed in 
p11r11Jl1'ltph (3), in res~ of 11!1Y wages i!!. lcss than ~ne w~k, tha 
('mumi. ...... ionel', under regulattOII.S JU"eSCrJbecl by h1m wtth tho 
npp1·ov~tl of the Secretary, tniH' nuthorizo an employct· to deter~ 
mim• t he umount to be cleduct~d tUlll withh('ld undl'r tho tables 
uJ•pli('nblt.• in the ease of n W(•(•k!Y pllyl'oll period, in whi,ch ctu;o 
t he• t'J:tl!rthr&t& of the WIIJ:CPI. p111d to the cmployt..-n dm·mg the 
Ct,lc·ndur w~k shall be ooruudertd the weekly wages. 

"(u) II the wages exceed the highest woge braekot, in dettr· 
miumg the amount to be deducted and withheld undt!r this &ul>­
Htlion, the wages may, at the tlection of the employer, be 
('(UUJ)Uied to the n<"lrtst doll11r. 

'" {II) TAx PAm 81' RtctPIE.«.-11 the employer, in l•ioiAlion o f 
IlK' provil.'iitnl! of I hi$ subc.hapter, fa ilJ to deduce. and withhold the tax 
under lhis subrhnpterf and tbertalter the tax against which such tax 
'""Y bt• credited is p<1id, the tu ,;o l't<JUirtd to be deducted and with · 
h~· l• l ,.hnll not be <·ollect(.l(l from the employer i but. this s.ubsecl~on 
JOiutll in uo cue l'elic-ve the em rl loy(lr from Hability for any pe nni Lie!" 
or Rtlilitions to the t:u: othel'\vi.so opplicoh1o in respect or s uch faihu·e 
lo cl('iluct And withhold. 

"(tl) Nosur.oucruuuTY or TAX IN Co.&tl"trrUoJO NET l.NOOJ.rv_.-The 
tu: dNiuctM Jlnci withheld under U1is subchapter shaH not be aUpwed 
a~e a dNiuct ion titl\e.r to the employer or to the recipie.nt of the iilome 
in rom put ing net income for the t>l'arpoee of any tax on income impo8M 
by An of Con~ 

-( f ) R""'~"" oa CltmiTS.-
"(1) EvnonJo;.-Where there h•• been an overp•yment of 

tu under this subchapter, refund or credit shall be made to tho 
employer only to the extent that the amo·mt of such overpayment 
wa• 1101 deducted and withheld under this subehaJ>ter by the 
employer. 

u(2) Ettii'IP YEES.- For rotund or credit in cases or CXC088ivo 
withholding. seo section 322 (11) . 

• • 

• 

It 

"(~t) l><CioCDm ANI> ExcLJ:rorn WAOFJ~.-lf the • , 
by an tmployer to an employ~ for t"t'r\•ic:et: tJoerforrn:i~~rahon JlAul 
nr more of any payroll period of not li t Lh . < urang one.-h!'l( 
days eon~titutes wages, aJI the rtmun ,.:~ t_ an. tb1ny-ooe ron~uta\'C 
&ncb empl~y< .. for such period •hall ~ ,/:~,','J:f~d ~such ·~•plo.yrr to 
remunc•·•at•~n pa.td by nn employer ro nn emvl~yet 'f~r!~·~i~~~ r rl!.~ 
formcddul'lngmoretbauono-ho lfofonytuch po •roll · l 1 1"' 
cton,ti

1
hlte w

1
rlgefi, t

1
1tt<n none o~ tho t'\"'munernt ion p~id bi:·~~ e~l0f'pl~1y'';:~ 

o :uc 1 emp oyee . or such per1od sl1,.11 be decnu .. \() to be wa&'t'S. 
(h) WITDHOU>l$0 Ex£>1l'TION c .... ,CATE&-Et-e I 

"""'"'~K wages shall furnish his em1>lorer a signed '!ith~gh~r,~ 
~;rem~tiOI~ cerlifi~te relating to his iiAtU! for the purJ.-lCJSf of rom 111~ 
l!lg I e i1thbo~d1ng exemptiOn, Or if tl)f tnlploytr txereistt~ hit; ftf"t'. 
~•on ;:n• er I!Octlo~ 162'2 (~) (rtlating to ,..~ bracket withboldin~~:). 

Or C e: purpose 0 1 !'Ompurmg the amoum to be dedtK1f!Cf and withh«·fll 
under a:uch ru.~ect1on. In case of 1 ~h.ange of fltatug.. a 1u ..... <'f'ft itic•t•• 
~~RII be ,ru.rms.~e<l not ~ater thnn ttn cl .. y@ Aft~r such C'h 11 11~ ~·un-o. 
J he 4!erta6.c;k~e tihnll be m. euch rorrn nnd couttun such iufununt im1 rtl'i 

t!te ConuntS; ... •oner may, wuh the RJ)provn l ol tl•e ~retnry by l'l'guln· 
t1ons J>tf!&rt•rhe. Such ceriifk'11te- 1 

" (l) !f ru .. nished after the dAte. ol commencement of cmplnv· 
nu~m wJth t~e mpJoye.r hy I'Nl80n of " chnnp-e or statu~;, i\haill 
tak? effect, watb respel'T to tl1e. fifl.! Jlnyment O'f \n~ges madP nn or 
al!~r the Brst fitatus dett-rmuu1flon date '1\•hic-h oocrn·s 11 lenllll 
th•ny days from the date on ... ·hich 'uda certificate is rumitoh ... J 
to l~te employer, txcept thai at. thf f'~ft"tion of the t1Dployer FUt b 
c::trttfiaue may be made t fl'ettn-e w1tb ~ to any 11"'\'inu• 
))l;ymenl or wagtoS rnade on or a fter the date or the fu:mi.!hina; of 
such certificate. _For the purpostt of this pang.:aph the trrm 
'status determination date' ruean.s Janu"r:v 1 and July 1 of t~«"h 
year, 

14(2) I_! furnished otherwi8(! thr~n by N!·ason of a t:hang\' of 
""'·"' • sh•!l toke efTect • • of the heR inning of tho first poyroll 
J>C!I'IOtl endrng, o,r the first payment orwl'lgt."S mndc. without l'f'gttrcl 
!O a PR;;roll per1od, on or Jafte.r t ile date on wh.ich such rortifieate 
JS furmf!hcd to the employer. 

A ccrtific~tte wbieh takes effe<'t undtr this subsection shall oontinue in 
• '.'""" with ~'tt~IM!CI to the employer until another such oertificato fur. 
mahed by the tmployee t•k .. effect under this subeection. H no 
certifiC'ate is i_n efl'ect under this subetction with respect to an employ~ 
5Uch empiO)"M ohall be trt•ted, for tho pur- of the withliolding 
exemption} or in eaJJe tbt employtr exfrt':l!tt hi! tlection under !!tel ion 
1622 (c) 1relating to w•gt braeket withholding), for the putp<>Ot of 
tomJ>Uhng the amount ro ~ deducted IIHI withheld under sueh sub· 
Feet ron, ft8 a rnarritd person elaiming none of the personal exemption 
for withholding And btwing no der>endents. 

fj( i) o\~RL.AJ•I•lNO PAY Pe:Jtl~ "NO $o .... ORTJI.-U a payment or 
wl\gctl is tnndc to n.n employee by'"' empluyer-

"(l) with respect to • pnyroll period or other period, nny port 
ol which is included in a payroll ~riod or other period wilh 
retJil<'Ct to which "'"h""' nro oleo potd to aucb employee by •ncb 
Nnploytr, or 
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"(2) without regard to any l"'yroll pe•iod ~r other period, ~ut 
on ur prior to the u:piration of a (>ayroll. pertod or otlter p<~rtod 
with , . .,poet to which wngcs aro all!O 1>n1d to such employ~ by 
5ucl1 f•mploye.r, or . • • • 

• (:J) with respect. to 11 period beginning Ill one and endmg m 
Rnot!ICl' Cltlond1tr yMr, or 

u(4) through nn agent, RduciQry, or other J>CfSOn who also hns 
th~ control, rec.:eipt, custody, Ol' tl i8postd of, or pays, t he wAgea 

lllyt•ble by another enlployer co such employee, . 
tht' ,~ 11umer of withholding and the amount ~o be ~eduetod and "•!h­
lwl<l un<kr this snbcha1>1er shoJI be; d.otenmn~ m accordon~ w1th 
l"fWJI•tion! Jlref:lieribed by the <;ornnu~aoner w1tb !be appro''• I of the 
~tary under wbicb the Wllhholdm~ exe.~1pt1on allo":ed to ~ht!! 
~mplu\·ft' in an\" ttlerul:.r ytar i1111l •PI>ros:unatP' the .w1thholdmg 
''''"'"'l;t 1on nllo\\;ttble with ~pect to an annual payroll ~rtod. • 

.. (j) Wrrtutowrxo o~. U,\Sil'i or : \ HK.\OY. ·" r"<!,t::.s:.-fhe Cormni&· 
Minner mny, umler rc~lnttons pn.>&cl'tbtd by ht~l wath the approv~l. o( 
1Im ~c·n•lnry, 3Ulhor17.e c.mp~oyers (I) to csbmnte the wages '' hrch 
will I~ pnit.l to nny employee 111 tt iW (/\lAder of the .cale ndar yenr, (2) 
tu 4ll'tf'rmin(l tho IUnounl to be dN ucted, ond withheld upon. enc:f1 
ptwn1eul of woge!:l 10 such f:'mp1oy~ d~u·mg such 9.uarter as if the 
npi•roJlrlttte twero~ of the w11ges so e~tunttted constituted the "chml 
wuJ:US J)tlid and (3) to <leduel and W1l11holcl upon any pnyment of 
,.,.~to F:l~h rompluyee durin~ iuch quarter such amou~f u may bt 
rW<'t,...an• to adinst the amount ee1unlh· deducted and w1thheld upon 
che , .. ~~of suelt emplo\--et durmtt. sucb.qual1er to the amount requtred 
to bt d•ducted and withheld dunng iiueh quarte< witbou~ regord to 
thi .. f!.:nbqr.rtion. 

"i't:C. 162S. t.IAD1Ll1'Y FOR TAX. 

"'l'ht.• employer s.hnll be li11ble for the pl\vment of the tax required 
w bi• dt-.ln('INI nnd withheld under this subchapter. and shnll not 00 
l inhl~ W nny JX'I"SSil for theJunount of nny tmch payment.. 

·~EC. 161-4. llh"l'URN ANO PAYM ENT IIY GOVERNblENTAL EMPLOYER. 

"'H the empJoyer is the United Stat-es, or a State, T e!'rltory, or 
polilie1l sutxfh·ision du•roof, or the District. o f Co1umbiR. or nny 
alo.'\.,nt"v or in.stnunentality of any one or more of the foregoing, the 
rttunl of dte amount deduct.td and withheld upon any wa~res may 
bt ma,lt b~ any ollicer .or emplo~~ of the United ~tates, or of •ueh 
~lilt. Temton·. or pohhnl subtll\'lll"ion, or of tbe D1.strtct of Col~m· 
bia, or of ,.uch ·af_'CI.CJ' or in$lrumentAiity. as the ease mey bt, havmg 
ror11rnl of the paym~nt of such weges, or appropriately designftltd for 
IIIII I lllll'lX>I!e. 

•sEC. tst.l. I! ECEII'TS. 

"jn.) Hr.QmiiP.~tENT.-Evuy employer required to deduct nnd .with· 
lu)h n tux in JX'SpetL of the wn~ea of nn employee ~lm ll fm·n a~h to 
(Inch ~ul'h c•mployPe in ~~t of his employment. dur1ng the cnl~ndn.r 
yenri on m· t~fcH..,. Jnnunr~y 81 of the rtae<-eedmg yeor, oa·, 1f Ius 
""I' oyment is tenninated before tho elOilO of such colendar year, on 

• • 

• 
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che. day on. which~ last ~ymtnl of WAJ.'fa is made, a written llate­
~uPnl .J\owmg the "ages pa1d by tht rmJ>loyer to such em lo et> dur· 
mg such ealer~dar ]ear, an<~ the amount of the ta:r deduet:S a~d with .. 
hold under th13 sutichapter 111 mpeet of i ll<h woges. 

"(b) STATCKENTS TO CoN"7"TOTF. INroo><•noN RrruRNt.-'fhe 
s;:lntcmcnOJ ~u1 red , to be fu t·Jus.hed by t lli" tiC<: lion in respect. of 111 
~Y'W,: Hh~ ll bC furmshed ~t sueh other timrs1 shall contain such othe~ 
JO ortntltion. and 6hnJJ be m such form "8 tilt! Commissioner with tho 
appl"'vnl o f t.he Secret~ry, moy by reJiulntions p,.....ribe. 'A dupli· 
~te of we~ st•te:ment 1l mac!e .and fi lM in •eron:lllnct with ~ ula· 
t1ona pre8C:r•bed. by the Commas:&lont:r with th<- •J>pro,·•l of the S!:re. 
tory shoJI c:ontlllt~te the return rtqu1red to bt mode in respect. of ouch 
·~ undtr BeCL1on 147. 
• "{c) E.rn:...~SJON or ~lllr..-:--The Commissioner1 under such l'(l'p)a. 

tiOna u he may pret;c,nbe li'Jth 1he ~approval of tht 5fcret1 ry. ti\A.) 

gran~ to any tmP,loyer a reasonahiP Ultn~ion of rime (not in txet"Nt 

of tturty.day&). w1tb respect to the . tacemenht rutuired to be furnishl"<l 
under t h 18 sect •on. 

"SEC. t&H. t>l:NALTTES. 

" (11 ) P r.NAI,'I'Jt')J FOR F JMUOUI .r .. ~·a· R l«"twr OR F ATLURE ro FllltN I~II 
Rt:ct:JI"r.-ln lieu 0'1 M ly oc her pen"Jty provhled bv Jaw (eXC'Cfll lhcl 
pen11)ty provided by "'!~t ion (b).' of this st<;tlo~), any I"'"'"" 
ffltlllred under U1e prcw•e.aons of Eeehon JG26 to fumash 1 re«ipr in 
respect of t ax withhe.lcl pumumt to t l1i" 1ulxhapter who willfully 
fumishtt a ftlse or fraudultnt l't'ft'ipl, or who willfuUy faiiA 10 fur .. 
nish a l"tC'eipt in the mann4.'r, at 1ht tinlt, end Mowing the information 
requirf'<l u1ldtr sec1icm 1&2.5, or rt~'\llatioea p~ribed thtreundtr, 
Mall for eath 6Ueh failure, upon ton viet ion thtreof be fined nQt more 
than $1,000, or imprisoned for not more lhlln one year1 or both. 

"(b) ADDITIONAL P t:.!'i'At.TT.- l n addhion to the pe.rullty provid~l 
by su68e(tion (11) of this ~cion, any )'lenrtlll ~1uia-ecl under the lli'O· 
Ytffions of scctiou 1626 to furni~h n t•e..:eipL in rbpect of tu: withhel.l 
ptu•stumt to tlliR Rubchnpter who will (ully ftu·ni!It€'8 a false ot' friHI•I· 
ulent. r..-t:eipt , or· who wail fully f11 ihJ co hu·nish a n."«irt in the malll· 
nel', ate. the thuc1 lllltl showing the in (ul'nlMt ion r$)uirec: under s.-.etiou 
IG26, or N!gulnllon& prescribN.I thf•rvundtr, shu II for enc.h trueh failur't' 
be subjeoct to 1 civiJ penalty of not mol'(\ tlum $00. 

"(c) FAn.uaJt or E)IPJ.OYEH TO Fn.r. R~t•x oal.,AT TAx.-Jn ~•iooe 
of any lailu~ to ma_ke and fila recurn or pAY the t.u: required by chis 
Albchopttr, within the ti- f""""rilx><l bf law o• pi'<'SC'ribcd by th• 
ComnuF~Sioner in pu_rsutnee o Jaw, unlftiS 1t UJ shown thal such failu,.. 
q due to l"t'uonable rau.c:e and not due to willful neglect, the addi­
tion to the tox shall not be ! ... than $10. 

"(d) P£NALTI!8 1::0 Rt:a~>t:CT or \ VrTIIIIOl.mso E.u:>tPTIOs CPJmrJ­
CATr.s-Any indiv-idual re<tuired to 311pply inlormat.ion to hit~ 
employer· unde1· section 1622 (hl who wiltrully ~:~uppliea f11 I!OO Ol' 

fraudulent iu (urmntion,_ or who Will fully fnils to supJlly info .. mntion 
thereumle.· which wuuld require nn increnl'!c in the tax to be withhr l<l 
under sretiou 1622, ~hnH, in lieu of 11 ny penalty otherwise pro_vithl(l, 
upon convic·tiun theroof, be fhwd not IUOI'U than $500, or impnwned 
for not more than on~ year, or both. 
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"SEC. IW. OTIIER LAWS APPLICABLE. 
~All prn' ~ionM of law, including ~naltiM. applicable witl' rM}>ect 

1o tht> tnx im(l4""'-'<l by Ret ion 1400 shall, insofar as •Pt,licable and not 
incun .. i-..tNll with the provisions of t.bis s:ubchaptt.r, be applicable with 
f'f"'tpKt au th~ a ax undfr this subchapter. 

"SUBCIIAF'TER E-GENERAL PROVISIONS 

•sEC. 11130. n : IIIPICATIOS OP RETURNS. ETC 
'"(ll) Pu\\'t'Jt or C't•)U.II:\!ItONt:R TO REQu tor .. - The CouuuiSHioner, 

llll•l<-·•· l'l'guhuiou" pt'<·~·ribcd by bim with tho kppt•twu l of the Secrc· 
t:•t·y! uuay ••('quh'6 lhllt IU\Y return, st.atcment, or othm• document 
'"'luin•IIO lx• (llt"l 1111dor this chapter shall conlt~ i n or be vc.-ifiod by 11 
wa·ath•n dt'Cllu·nHun thul. it is mado under the ponnltie.s of perjury, 
llthl t~uch Llt-ciiU'tUion 1dudl be in lieu of nny oath otluwwif!O t'l"QUircil. 

•·(IJ) P~NA111'1t' ... "'·-l::' 'ery person wlw ,-.,.ill fully nmkes nnd 8Ubsc•·ibcs 
nuv n.•turn.sttllt•tut•nt, or oth<'r tlocument1 which contains or i11 verified 
lw'n wt·ittt·n , l~hH'ntion that it is mude under the JM!IIII Ities of pet·jury, 
niul whi,·h hl• do( .... not I:M>Iit>\'~ t o be true ond t"Urrett as to ('\'e t·y 
m11h~rial nHatH•r. ~lmll be guilty of a felony. und, UJ?On convielion 
llw,...,f • • hall be oubjoct to the penalties prescribed for perjury in 
.;.f('tion 1:!!. flf thco Criminal Coclr. 

-:<EC. 1611. CSE OF CO\'ERS)It!:O.T O&POSITARIES LN CONNl!CTION 
Wml PAYM&:O.TOF TAXES. 

h1'1~ ~rttory m•y authoriu inoorponted banks or tnast. eom­
Jhlllit•" whil'11 rue depositaries or financial agent& of the United St.atcs 
to tt'('(•ivto nu,v IUt'l ~lf!drr this ch1J>1er in ,..~ch manner, nt sue.lt times-, 
111111 undet·to.uc·h eondtt totu. as he mny presenbe: and he t~hPJl prescribe 
t)w III!Hlll(!l\_ 1illK'8, IU1d ronrlitions under whieh tlle recti)')l of &uCh 
I "X~l'llH' " " t.' ll depositnrie.s nnd financial ngents is to be trcuted as pay­
uwnl ot ,.u<•h tnXNI to the collectnrs. 

.. SRC. lr..SZ. ACTS '1'0 liE I'EilFOilMJlO BY AGENT$. 

uln COM.' 11 ~dudnrylngcnt u•· oth~r JX•rson hns. the cnutt·ol receipt. 
c:uHlM.I_r, ot· 'h~J:Kitlll l o , or pllYS the wnbres of on employee Ol' g·roup of 
employt'('ot, "mpl,yed by one or more employers the Commissioner 
under. l'('~u lttti~ , pre.scri~ by him with the ttppt'0\'&1 of the Secro! 
t11ry. I" 11Uthortle(l to d'-'itgnnte such fiduciary agent or othe•·j"'rson 
to \'nfurru ~uch ~~~~IS lll"e required of emplo).ert under this c 'npler 
an< A~ the C'onum..;;101H~r nu~y speelfy. Except 1.1 mny be otherwise 
P"""rlb<;<l. by the CommiR<ioner "·itb the appro, .. ! of the S.Cretary. 
all pr<m•IOIII of law (including penalties) applicable in ~t of 
an •mployer •hall be •pplicable to a fiduciary •gent or other person 
""d~jtllftlfd bu1, except as so l>rovided, t be e.;,J.>Toyer for whom such 
~~~·c•ny, •~nt. or ~her per.;on acts sbaU remrun subjfltl co 1he J>t"O­
\ISIOns of law (meludmg penolties) applicable in roo;peet of 
tmploytrs." 

• 

• 
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(b) Tr.o n NICAL AMr.:-tnNr~'"'TS.-

(1) "" .. ~""""T ro ucno:< ... -So<lion 34 of the Jnt• 1 ~,·onu~ ~·( (<:;"" "'·'·"'~) i~ •~!~•ndfd by •triking out •':'~ 
• an vv e) and mw.rnng 1n htu the.rtOf "453 a»d 4M". ' 

(2) AXKNDXEST ro n:cTIOS 1~'!.-Seriion 322 (f) of thf Inter~ 
no I &vtnueCodo (<r<>S!I,..Ieronco) isalll<'ndfd 1o ,..ad as follow•· 

."(f) ~As \VtTu nr.u> AT Sonrcr..-For refund or emlit in C"IUiJf' o; 
Wlthholdm" agt~t, tiiee ~tion 143 ( f ). For J"ffund or crtdit in ('i&~ 
f~2~.zntr·r~~t':r M'(flllrNI. to rl(ldUCl find withholt) hlX on w~ag('B, I'("'C M!C1 ion 

(c) EXI'Ifi.ATlOX DA'I"lt f'OR lVrruHOTJ)INO AT SovRc! os \VAOt'JI 
Uxor.n SuuciiAI•rr.u 0 o p CuM*TER 1.-Sl't'tion 476 of lltc JrH~l'ntt l 
llfn'CtHie Code (Jlr{!~r·ibing tht! UJ)il'atiorl date for the tnxet impm•NI 
by S ubchoptel' 0) is nmi'll(led co reatd as follows: 

"SEC. m. EXPIRATION DATE. 

"The tnx imr~ed by Pnrt I or thi~ subduaptt.•r Ehnll not npply with 
rt'S~l.to ~ny tOXIlblc ~·tnr oomm~ncmg ttf1er tlw clnl~ 11f Ct'l-1-nt ion o( 
h()f;t1)HttS tn the pr~ent wnr •. The tax irn~ by Patrl II or -'11('11 
subchapter ~h•ll not "Pjly v.~Jth l'ftptc.1. co 11ny \\U{.:l'lt t)Aid dt"r 
June 30, 1043., unlHS pa1 during the nltndar l'tnr 1043 w1th rt"J)C'\"t. 
to a poyroll period beginning on or ~fore ••• " <latt." 

(d) Errwnn o .,.,..-The omtndtll('nts mode by 1nbot<tion• (a) 
and (b ) ~hall toke elftcl J uly I, UH3. and sholl be appli<obl• lo all 
w:a~ paad on or dtu sur h date~ except that gJth ltmoru.lmtnl*" ,..h•ll 
not be opplieoblo 10 wal'\"i poid during the ealendor ytor IIH3 "i1h 
~!'<"I t o a l"'yroll ptriod b<ginning before wrh date. 

SEC. I. ()REI! IT FOR TAX WI'I'IIRELO AT SOURCE. 

Scetion 86 or the Jnternn l Revenue Coc1e (rtlating to thetrt"dic lnr 
lax withheld on wag<'&) is amended to reacl1tl; rollows: 

"HEC. 3.1. Cllt!DIT fOil TAX WITHHELD ON WAGES. 
'•The nrnount deducttd 1md withheld us tnlC under Sul>c.l•npter n ol 

Ch••j>tcr D thu•ing any en lendHr yeiU' up9111he wages ol ony imlividul\ l 
shol be allowed IU!. o credit to t'he rec•pient of the income n,;ftilltsl th,• 
tRx impot~~ed by this chnpter for the tu:nble year beginning in etwh 
e11le.ndor year. Tl mm·e. than one taxable year bcgms in ""Y &llc~h 
cnle.ndnr y\'Ar ~uth amount Ehall be allowed u a crtdit agnint;;t thfl 
tax for the lut tAxable ye-Ar so btginning." 

SEC.~ REPUN~ 

(a) Exc..,."·• WITIIIIOLDISG, E..c.-Seetion 322 (a ) (2) of •h• 
I nt..-r-nal Rtnnue Code (Nlaling to ezcegiTe withholding) ~ 
1men<lt<l to ttld as follo'ft·s: 

"(2) E.xC&UI\--r: "'miiiOI.D~G.-Where the amount. of 1he tax 
withhtlil M. •hco F.()lllft under Part n of Subchapter D or Sub­
chRpter D of Chnpltr 9 ext.'t.'eds the u .xes inltl08ed l,y this chapl"r 
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3~r~infil which th~ tax !0 wirhheJd may be c:rtditt.d under 8M'tiou 
sa nr tOO (e), the omoun~ of such.,...,.. shall be conaidered an 
0\"l'rJMt) 11\f-lll.. 

'•(3) CKmiT8 AOAIS8T &STfl(AT!D T.u:.-The Commiaione.r is 
authoriud to p,....ribe, with the approval of the S..l'ftlry, ~g­
ulacionl providing lor the crediting •gein.st. the Htimated tak for 
ttuv uuable year of the. amount dttem\infd by the taxpayer or 
th•; Commi.Maoner to be :tn overpayment of the hx tor a preced­
in~ tn~Able y('ftr." 

(h) I'ICrAu>wrto>< AO 1'0 D,,n; or PATXE:<T.-Section 822 (e) of the 
luternn l llc,•enue Code (re.1t~ting to presumption as to dato of puy­
mctlt) is ttmcnded to ruacf as follows: 

~·(n) t•ltr.:.>~U!III'TION M ·1-o DATF.: m' PAYMl!ST.-For tho purt'XI8e8 of 
1his iiection, :tn,v tnx oct.ually deducted and withheld at the source 
,rurin~ !In\' co l~ndnr vetu· under P ttl't ll of Subclu1ptcr D or· under 
Sul,.•ht~ph··r 0 of Clu;ptet· 9 Ehnll, in respect. of the t-ecipic.nt. of the 
im•utHt', 00 c.h·~m~d IO lun·e been paid by him not earhc.r tJ:um the 
fifcwuth day of the third month follow•ng the cl090 of hia ~~xable 
\'t-"l~r with 1-e"'pect to which such tax is allowl!lble as a credit. under 
~lion M or Metion 466 (e). For the purposes of this Beetion, any 
amount fiOitl as ..,imotodtu for any taxable year lihall be dew\ed to 
hi\'• t .... u (>aid not .. rlier thAn the fifteenth day of tl1e third month 
followin~t 1he cl~ of such tax,ble year."' 

(r) UELJ:OATU•>< or Acru011rn- ro Co~ TO M.uu: Ruu...,.,­
Sr<tion 3710 ( a) of the Internal R.-·enue Code (~IMit\11 to authority 
'" onake nofundo) is on>endod (I) by striking out "(4t at the b<gin­
ninl! or I.'•r•l!"'Ph (4) and inserting in lieu the~f {6)"; and (2) 
by "'"'""'II after pon1graph (S) the following : 

"(4) Du.t;(J.\TlOS oP Atn'HORITY TO Ctlr..t.r.CI"'tt8 TO x ., u 
ltt('l't ~ll'le'.-Tht Commissioner is nuthori1.ed to delegnte, with the 
appr<~vt• l of ,the Seereturyf,t~ coliP<:tors nny _nuthol'ity, d~ty or 
funcr_~on winch the Commtsstnru!r Js nuthorn~<"d or t"tquu·tcl to 
l':<\' t1''"'~ or rwl'form uude~ ptu•ttgmph (1), (2)

1 
ot· (3) of this 

suh.J:'('d ton, or under section 32'2 or 102:7 whet-c the ~tnlount. 
itwol\'ed ~exclush•e of inteJ'est. penahh~!; ~ddilions Lo the tnx 
tuul nddilionn l umnunts) docs ncH exceed $1,000." ' 

(d) Q\'PJII-'•\YXI!ST8.-5ection 3770 Of the lntl'I'Hfll H CVCUUO Code 
,(~'<'IIH ,inSt Co ftuthol'ily to make credits nnd refunds) is aunended by 
m.;(<•·hn,ct at ch~ end cl,rreof the following : 

*'(t') nt' Mt \\T'!'-K& No T.u: L U .Bl.LI'Mi.-An amount pAid •• U.x 
shall not bt ronJtldtrtd not to eonstitute an overr>ftyme.nt aolely by 
l"'e':I!Oil of thr fact thai lhtre was no tax liability in ree]W"et of which 
... ut'h amomu """' paid." 

(e) C~lh miE><c-r.- The last subeection of se<:tion 3771 o( the 
lnttnual Rtovf-'nut Code {relating to interest on overpayments) is 
r.mtncfM 10 rt~d a.s follows: 

"(f) K"":-•n:o T.u AND T.u WrmuEJ.D AT SooRC .. - For date 
nf p:l,\ 'nwnc Ill rf'~pfd of e~tiuut.ted tax and of tax withheld llt. IC>Ur'(le 
on wuge-~, He toeetion 32-2 (e).'' 

• • 

• • 
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( f ) Rovmor or Al.Low.L'<"'! !'! h-Tm.,.,..-Soelion 3780 of the 
[n_le!"f'al R,,·r'!u~ Cod~ (prohJblhng _adn\inlstrati'fe revitw of Com­
nussto~tr'i dtelSIOIIS) ,. amended by mserting 11 the tnd tbtl'flOf the 
followa~g: "In the abstuce of fraud or mis:~ake in mtll\f'nuuical 
!•lculallon, the all~wance. or nonallowanee by 1he Commiliiionrr, or 
mte.re&t on any ered~t or -:efund under the imem•l revenue IRwt &hall 
not, exeep~ ~ p~v1ded m ChaJ>ter 6, be subjfot'l 10 ~''ie"' by any 
other admmtBtratave or accountmg o:Oieer, employee or agent. or the 
United Statea.• ' 

SEC. S. CUilRENT PAYMENT OP TAX NOT WlTIIIlELO AT SOUilCE. 

(o) IN Grnn!RAr..-The l ntCI'Illll Rc\'(!nue Cl(le i.s nmc.nded by 
str1k 1flj;: out sections 68, 69, 11nd GO and inserting iu lieu thereof the 
followmg: 

•SEC. $8. OECLAilATION OP &STI~IATEO TAX BY tNOtVlDUAI.S. 

"(a) RI')QOIR&M&NT or DECr.ARATION.-E,,ery indh,iduftl (otht~r 1lu111 
an estate or trWJt. and other than a nonresident. alien with lb'JK'<'I tu 
whoge wages, u defined in se<'lion 1621 (al, witl1holding uudrr Suh. 
chllpter D of Chaptt.r 9 is not made appnC"able) £bJII, 1t tht-' uuw 
durtng 1ho 1axable yeAr pre!t"ribtrd in subsec-tion (d), make. a dKI•r. 
tion of hit fSlimaced ta~ lor the taxableye:ar if-

" (I) his F"'"' inoome from ..... ..,. (as defined in -i·~• 11121 ) 
'-(A) in CAM such indh·idu:~.l is single or n:utrri"l bul nut 

li•ing wilh hu!bend or wife: ean re&Jj(linably t,. UJ«Itd to 
u~l.f.;lOO for the taxable year; or did excted $:1.;00 for 
the 1! ing ta.xable .Y~ri or . . . • , 

"'(B) in C'a!'f: such md.tv1dual JS mnrr1ed an~l hYIHJt w,ath 
hu"bnnd or w1fe: c:an. when added to the gross mtomf' wh1ch 
clAn rtn80nAbly be. ex:r)e('ted to be received by such hu!ihllnd or 
wife from wttge! Cas so definf<l), rt-ason~tbly be cxlx•·tted tu 
(\.t<:eecl $3M)() for the tn~oble ye:ar; or did when tlfli t"fl lo tha 
gt'tl~ ine0m6 of such 1msb:md o 1· wife from wtlp:~ (n o~t Ml 
<ltflned) lor tho preceding taxnble year, exceed $!MOO for 
such JW'tccding t.Rxnbl~ year; or 

"(2) hit grog income from sources oUwr th1m wn~'CS (u 
defined in S«tion 1621) 

"(A) inca~ ~uch individual is sinp;l1• (lr nmrried but. not. 
living_ with hus:bAnd or wife: can reaso.nftbly 1": expec~l to 
es<ted $100 for tbe taxable year and hos g.- mCOlne to bo 
sut<h 83 will t"t(\Uire the making of a return ror the taxa.ble 
y .. r under &OCtion 61· or did excted $100 for t~e i>recedmg 
tAxable yur and such lndjvidual either wu nqutr;ed to n\ab 
1 retul"'l under """tion 51 or 455 for such pre<edmg t~able 
tar or would hue bHn so required if be b&d been tmgle 

lurinp- the whole of suth pr«eding ta!Cable year; o~ . • 
"(13) in cue sueh individual is married an~ hv111Jt w~1h 

hu"-band or wife: t'ftn, when added to the JlfOA u~ome wh•.rh 
can reaJlOnRbl'' be e.'(petted to be reeei,•rd by husband or w1fe 
from &ueh so>in:~, reosonably he expeetod to exceed $100 for 
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the tuoble yMr ond the aggregate gi'OOB income of IUeh • 
husbolnd and wif• eon retiOoiably be ex)>teted to be IUob u 
"'ill "-.,.Juirt the making of a return under l('rClion lH or 466 · 
or did, whtn 11dded to the gr<l$S inoonl<! of BUclo housbood o: 
•itt from a:ucl1 so\ln.'ft for the p~ing taxablo year e.xcet<J 
$100 for ouoh pr«eding taxable yeor and such iD<Iividuol 
"'Olaltl have been requirid to maka a relum undPr section 61 
or 4fl6 ((lr sud; preceding taxable yea1r if h~ hnd been mnrried 
IU\d living with husbn.nd or wife during the wh,le of 11urll 
)lrt"<.'f'(ling tnxnble year; or 

d(3) in c••~ ~uch taxnble ye-nr is the taxnble yenr beginnin~t: in 
to~:} *"u1'11 i11divitlun l wns l'equired to mnke A a·eturn uuclar fletl iHn 
61 r~ •. the tnXIIble Y(lll" hc,:rinning in 1942, and his IJfiO&il int'f)ll\0 

l1·mn wnJ{t"' (11" tll'Aned in f«titm 1621) fol' such tft:<nblo yrnr i~o~ 
,:.C1'4'RIN' tlum tlw g~ inrwne which CfiO a·ensonnbly he expectrd 
lu llC• n'<.-.•h'•"'-1 f1·om wngcl! for the taxuble yPnr ~ginninu in 1043. 

" (b) CuNn:n~ or Du.~L.Att.\TIOS.-In the declnrntion t'(!(pJ il~l undrr 
aU~'\·t iun (It) the iwlividunl e:ht•ll stnte--

.. (1) the aru~tuut whirh he e:-timntts AS the amount of tAX nndf"r 
1hi1 (•hapr~r fur thE' t:•xable ~·ear, without reprd to nny ,.mlit~<~ 
undtr ~10n~ 82~ 3.5. and 4.00 (e); 

.. (2) tilt amoun1 whith he estimates as the credits for tht tax­
abl.- ytar undtr t«tions 82. sa, and 400 (t}: and 

"(81 tht tx~ of tbt amount ffiim1ted under parogroph (I) 
nVf'r tle 111\0\lnt ff:timated unller pangnph (:!),which ll}(f'ef-Jt fua 
tl,. t>Urll'- of this cbopter •hall be held and oonsid<rt'<l th•• 
t"'tiuuuttlta.x for the ll:tablt yeAr. 

,,6 df'Citmnion Bhall nlso contain such other inform11tinn (or the 
puq>c>ae~ of cur-ying out che provisions of this ehapter as the Com­
mi:-$ioncr, with the approval of the Secretory, m11y by rt"fCU),.tion.!'r • 
pn"'IIC-J'ibc, 11 nd .slln ll contni n or be "erified by a written etatcwent thru 
It iR rundo under the ()(~Unities o r perjury. 

"'(c) JOINT Dr.tt .AHAT rON BY B ul'!BAXII ASO \Vtrr..-In th"' rn~c' of n 

huslmrul 11ncl wi fe Ji\'iug togcthe1· it single cleclnr·ntim\ umlrr this 
:-C't·tion rnny be nut•le hJ' them joindy, in which ('ABC tht' linbility will1 
li''IJX'CL to thf\ esc imntc~l tnx £hnJ1 00 ~;nd t;t\'ern l. No jllinl ilt'<'­
lurntion m~ty be rnncl.- if either the h . d or wife is ft notu~hl(lnt 
nlif'u. l f 1 joint de<-lurntion is nuute but a joint ret urn i~ not rn11t1e 
fo1· tJ1e. tAxnblf!l ye:r r, the eEt imated tax for such year may be t t'C'nh~J as 
tloo "'tionotNI tax of eitbor the husband or the wife, or may be di••ided 
hMwt'f'n them. 

.. (.J) Tt)lr. ASD Pucz ro. Fru:so.-The cffrelaration requirc,.d unt]er 
.,,'-tion (o) oloall be filed on or befo~ the fifteenth day of the third 
morula of the taxable ytar. txcept that i t the req_uirementl of l'l.J~tiuu 
(o) om fi..t me~ aftor •neb date, the dedarouon •hall be AINI on or 
be lore the fift .. nth day of tht last month of the quarter of the •••oble 
ytar 1n whirh auch requir't'mc:nts are first met. An individunl m1ty 
1n:a~e ftlurnrlment8 or revisions of n declarfttion filed under this m•b­
f.ltti'hon, unclrr ~frulntion~ prescril*<l by the Commi&~tionf'r with the 
uppruvn I or the &.ocret1Jry. It so made, such amendment~ or revision" 
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shall be fiiNI on or beloo'tl tl11• fiftffnth day of the !•st nwnth of ~ny 
quar1er of the t••xable year ~u~uent 10 that m ,_,h1d1 the declarataon 
was filtd and in whiC'"h no Pft.,·ious amen•lment.s or r'e\'isions ha\"t ~n 
made or fllfd. Dtc.-larations 1nd unendments and re.,.iJ:ions du~rtOf 
shall be filed with th• Colleotoupe<ifiNI in st<tion ;,, (b) ( I). 

"(e) EX'!£~!iiON'. or Turr..':"""TI'e CoiDI!'issioner m~ay ,:nmt a rf':I!'On­
able estrnston of tmle: ror 6hng dfdsratH>ns and t•avmsr 1 h.- ftl inuutod 
tax, under Buch ruin aud regulntio.rl5 as he shttll PrHeribt whh the 
approval of the SN:retary. Except. in tl1e ease or t~txpayel'll who are 
abi'Oftd, no such extenaion shaH be for more than !iix mont hie. 

"{f) .PNU!ON~ Usor.~ DtMDtLITY.-If the tnxpnyf.\r is unnbltl to 
make Jus own deel~tr·ntaon, the dl"CbratiOn shall ba rnnde by n duly 
authorized o~ent. or by tho {l'Unrdi11n or other pC!rson chnrgcd with 1 ho 
CRl'O o£ tho pC1'801l Or prope rty Of Such tnxpnyt,J'. 

"(,:r} ~IONATUitE PUt:IJUMfJ) CoRn~.-1'1tc fnct tlwt IHI irulividun l'!l 
fllllti(• IM Riguec.l to II tlJed dechn•ntion shall 00 prima (.aeie tWidt'llOC for 
all JJur·poses Hull the dc...ltlarntion wns ~lctunlly ~<i~•wd by hi!"· 

"(h) P uru.tCITY or Ooot..,RAnox.-For the tmrpo~'f.'tl u( MlCiiun J).j 

(rel~thng lo IHiblirity of returns), u dere1:lrftlinn uf estimated lax .ludl 
be he.1d nnd ton'-icltrf'd n return under this chap1er. 

"SEC. st. I'AYM!ll>IT OF £Sri)IATED TAX. 

"(a) hr Gr .. ~OAt..-·nlt estil:uated lax .stuall be paid in four tqu.al 
installmtnl.8 ~x«!pt chat-

"'(1) if the dt'Ciaration is filed (othe.rwi~ chan pUMI!Uit to •n 
urens:ion of time) afte-r the fifteenth day or tht' third mouth or 
the taxable year1 the estimated tax shnll be p:tid in f(Jual in111all· 
menta the number of which is ~ual to thr numhf'r of qu"rtt"' 
remaining in the tatxable year (tnduding the qur1rter in whieh 
tho deel•rotion is 61•d); and 

"(2) if 11ny IIIIU,•r,dffiCOt or .Nvision of n .declortltion is filed, the 
remuining h1.stnlhncnts slmll be ratably mcreats<'11 or dN•t'('tHit~, 
liS the CIUJC ll'lftY J:w t o ref1t.ICt the inCI'CU8e or riM'f('lltiC, lUI the Cli Me 

mnv be in the esiirn11ted tu:< by reason of suc.h ft ll l(•rHhnMt c>1· 
' , ' I r'C\'181011; litH 

"(8) 1\t the election of .the i!ldl\•idual, :tny in!iliiiii,Utlli Of l~\C 
estimated tax mny be pnad p•·1or to the dnte presc.rabcd for ate 
J)llyrnent ... 

One iustnllmem of the t'stimt~tOO tax shall be paiil • • the ii"!1e tif 
making the declaration. and an inshi.Ument. the.l"ff~ ~ohall be prud on 
the fifteonth d"• of the los~ month of ...,h sueeeedmg qull'ltl' of th• 
taxable. ytAr Ptlymtnt of any installm.-nt of the ffitamated ta& ahall 
be con.sic1ered J)aym~nt on aeoou.nt of thf' u x for the ca~able year • 

"(b) ,Usl:o.,.&N1".-The .,timatNI lox sholl be ......ed 011ly to tht 
extelll paid. 

"SEC. et. St•ECtAL RIJV ".S FOR APPLICATION OP S£CI10NS IS AND l.t. 

"(a) F ,,aur.u.-fn tht case of"" individ~al wh06e estimettd ~fOf'...~ 
income. from rarUJing fur the tnnble yeur vs at.. leu:t.. 80 per centunl 
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of lhf tolal .,;limattd g1"'6S inc;ome _front ~11 I!OUn:t!ll for the taxa _hie • 
yeor. 10 lieu of the time prescr1btd m &ediO!l 68 (d), the dec:larRhon 
for 1he ttut•ble y•ar may be made a t a11v ume on or before lhe fir. 
, .. utb dey of the lait month of the taxable year. 

-(b) J\rri.I<"ATIOS TO S uorr TAX..UU..E Y r.A-RA.-The appli~ation of 
...,110M 68, 69, and m Ia) (3}, (4),.and .(5) lo ta~able yea111. of 1 ... 
than t'l'l·tf,·t months ,ohalf be a.s presenbed m reguJat1onJ preatnbed by 
tht> Co.umil'll!ioner with I he appro''"' of t1H! Secretary. 

44 (c) Arrl.lfA1'10"' TO TAXAKL£ YP..us DoolNNINO m lfl43.-If the 
t u 1'b'e ye"r is the cnlendar year 1943, the fifteenth day o f Scptembe•·~ 
JW3, ahull be sull61itutcd for the flfteenlh d•y of M.•rc~ for the pur­
"'">;~ or I!CClioo MJ (d). If the t.axoble year begms In 1943 oflt•r 
~ 111nm •·y 1, the d1th~ which Rhnll be substituted tor the flfl'e(luth t~uy 
,,( tile tltir~ll monc h of the hxatble ye••r for the purpo8cs of ~c·hon 
6ll (d) •hull be IW"""ribcd by regulations preac!·ibed by •!•• t'llulmio­
Jo;i llllt'r wilh the I'PJH'OVRI of tJte Secrelary. In etthcr c•aae lll,.. tulluleutA 
•Jf t lw e-~iuu1tecl t~•x for such taxable year payable o_fter ScptNnbe•· 1/ 
Jt)-1:$ "ludl 'b<• r1Hably decreased to reflect the p•tymenls on •H:coum o 
11 ca~nhl c> )'t'llf \:w~inning iu l942 which are trt"ated tUI pnynu·nt~ on 
ll"''utUil uf th~ ~t1n11Ucd t11x ftlr a taxable year beginning in t!).l!l." 

(b) Ao•nTIOSi -ro !~·.-Section m (a) of I be lnttrn~l Rovonue 
C'OIIt" (rrhuin~t lO nchhuons to ca.s 10 case of nonpaymtnl.) 18 amende,.J 
b.• in~rtinsc at the end dwn•of the following: 

"'(3) JI",Ut.t'lf! 1'0 Pll.l! D•;('I.ARATIOS OP f.STUIATm TAJ".-J n the 
c;a~ of a failurt' to make and file a d(!'(laration of esimated t 1:c 
within tht time ptb<'ril~l, tht~ fhall be added to the tax an 
a•nount equal to 10 Jlf.r centum of the tax. 

"'(.f) FA1LI Jtf. 1'0 J•AY ISST.\I.Lloi~"T OP C81'1M A"fft) TAX.- Jn I he 
c:u~ u{ lhc• faihu-e tu P"J an iu~1.alhhent of lhe tstimntNI ux 
within 1he- tinw JH't)o('ri'*-'1, there sh~dl be ndded to the hx $2.r.O • 
or 2Y,: JX!r CX'uturn fl( the tnx. whichever is the g••eat~r, for f'ltda 
inHIIIIIm~nt with l'eSpcd t o whieh sueh fnilui'C O<.'<:ll l"8. 

' 1(3) Son.i'rANTlAI. vNm.BtWI"I liATI! ov &of'I'JMAn:o 1'AX.-l f SO JWI' 
cl•nt llllllllth..-.tn:< (delt'l'llli•led without l't'JCUI"tt to the crNiicH lllhh•f' 
fi('Ct ions n2, 3!)1 nncl 400 (e)L in the case of indh•idu11l8 other thnu 
fJu·m~•~ e.~eN"i P.ing n 11 elect ion nnc.let· St.'Ct ion 60 (u), or 60!¥,1 per 
C'l'lllllm of ~uch tux so determined in the cnse of lfUC.h fnruw•·Ji, 
t' X<'t't..-18 the Mim1Utd tnx (incre-a~ by such credits), the1·e shnll 
be nddccl to the tax nn amount eflllttl to t:.uch exctSS, nr ffl lllll co 0 
J)ft c.~ntum of the amount bv which such tax flO dttrrminec-1 
n ceeds the estimated tax so Increased. whichevtr is the l~r. 
Thi• paragnoph •hall n01 apply to the taxable year in whieh falls 
the dealh or lhe lupayt>r.' 

(c) I'£KAL11r.o.-Seetion 145 (•} of the I nternal n., .• no .. Cod• 
(n·latin¥ to criminal !"'••hies) is amendtd OJ b7 in..,rtin~t nfl<r 
.. rMun1 whfno,·er *J)Jlfarin~ rherein tbe "·orc.ls or declnnuinn''. anti 
(:l) by in~r1inJ: btfore "'tax'~ wheren•r appettring therein thP wm"'b 
.. l;>:-C imntt'tl tax or''. 

(d) )1
AY)fKNT 1\Y h~STAI.t.)IE1'0TS.-....~i011 ()6 !b) of thC JntC'I1llaJ 

He•·onue C<Kic (relating to inl!lallmenl payments) oe nmcndcd by sorik-

• 
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insr out "The" at the btginning the.reof and in~r'ling in lieu rhe:reof 
"E•cepl in tb. to lie of an indovidual ( .,;ber tbRD an rotate or trufit 
and other than 1 nonresident alien witb rtSpect to wh08e wa~ 11 
defined in ...,lion 1621 (a), wit hholding under Subchapter D of Chop· 
ter 9 is not. ma de applicable), the" • 

(e) DATZ roa M AXI:o<O RJ:'I'CaN aY C!:rr.uS' N o:-u:saoEKT AuKNL-
(1) Stet ion 217Jal of the Jnoernal R .. -.nue Code (relftl in'!.to 

returns bl' nonre~i ent aliens) is amended by in~erting a ft flr In 
tJH~ caM Of a nonroa:idont l'lien individuaJtl the followm~: "' .. ·itl1 
respect. to whote wnges, ll8 deflneci in sccti~n 1621 (a , witl~· 
hold in,!! under S ubeh•l>ter D of Chapter 9 •• no~ m•t e opph· 
e~able,'. 

(2) Section 218 ( 11 ) ofthe Int~mal l!~vemto Oxle ("".till ing to 
J)t\ymcnt of tn:< by nonres1dl'nt ahens) IS amended by lnMtwUng 
dtt.w "In the cnse of 1.1 nom't"sident nli~n. indiyidual:' the follow· 
ing : "wlth t'Ci·~t to whoso wages, as defined m seet!on l621 (•~), 
withholdinp, under Subchapter D of Chapter 9 11 not. m•ulo 
11pplicable, •. 

( f ) TAXAW..C Yr..,R.1 TO 'Vmon. AP•·!·JC·.tnLr..-The nmN1dn~ent.s 
ronde by thi.t S«:tion shall be eift>Chve ~·uh respect ~o hu.able .)tiN 
beginning af1er Deecrnb.r 31, 19~. ex< .. l" thot oectoon 2111 (a} (G) 
of the Internal Re,•enue Codt> 5haU !lot .~ *PP.Iiuhle lo .• lanblt \tar 
beginning in 1PI3 in the case Q{ 1n md1Y1dual nQt. rt!qun·NI to 1111 e h• 
declaration undtr MC-tion 58 of the l nll'n\1.1 Rennue. Code. fur aut 
year. 

S EC. I. RELI EP PROII DOUBLE PA YIIE:O.'TS IS IJIJ. 
(a) TAX: roR 1f)t2 Xar Gm~.\T&R T•u~ TAx rott 1943.-In C'liil' thfl 

t lC im )()Sll'<l by Clutpter I of tlle Internal Re,•enue coo~ Ulll··~ 111)' 
·:~d h·i~uttl (othel' thnn ttn (''itftte or trust ar!d other than a nonn.•("lf'llt. 
:di<'n not. suiJjeet to the JW<t'•isions of SE'Ctl~ns 081 691 and 60 (' s::lc·' 
c..·lu• ltf'r) for the t.":<"bloycnr l942 (deterfl~l!"ed Wlthout..regt'n W , ~~~ 

1\on without. ~g1u·cl to inlc.-est or addthoru~ to t,ha t11 x. t1Ud w1th 
ji(('C ' l to CI"('(Hts 11gninst the tax foJ' nmounts Withheld ftt sulll't'C) 
?U~~~rg_:'~"te.r i.tuw the t1,x: f•w the tnxnble ye11r 1943 ~si111ihu·lt drt('r· 1.s · ~el f the tinbiHtv of 11ueh indi,·idunl for the tax •ntJlo~t y lii'lch 
~~~~~~cl~~:·J::C~!~{~~~~~~!~le~~rn~t~il;cf~\U~~!~ :~i~~ltf~ :,~nl1' be ft~:~~~:~~ 
1\t the AAnw thnt> ond 10 :he ~1.n~l mnnne~9~~1·11r11•!,.~1i~~0i/ the tax 
under touch r~;apter 'i~91e(~~~=nt~i;,;dr witb~ut nogurd to thiit ~lion 
for th~ tu:~A e Y,t~{ t~ i~temt or addition! to the tax) ia more than 
and wotl•out '"l!d h eh pter for the 1.,1 Lie ytor 19-13 •h•ll be 
$60. the tabx un er IUC: 1 ..n:al to ".5 r t'f.nt um of tbe tax for the 
iJlCJ"("'.Se(e y 1111 an1oun ... "' . _ .. 1 - t! :tObS of l!UCll tax (.o df'ttr· 
tasable year 10.12 (110 .detenm~eu or l t t.:l .n..:_ '---tion shall not . td). $30 wlu<he•·er os the lesser. • ""' su"'""' . · 1 mm o,•u . . h. h h taxpayer is tonvitttd of a ny er•m•n• 
a~ly tn ~ny ca...~ m w h t e for tht taxable year 11»2 or in wllit.ll 
~ddi't'fo;'~ ::~~ }~: s~e~~xttble year 1~ uj,plicab1e by reaiOn of 
floaud. 
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(b) T.- "'" 19l2 0RMTtR THAJ< T•x POR 10-13.-In c•se the tax . 
im )OM.'d by Cht~)>Ct'l' 1 or the lnternnl RCIVCUliC Cod6 upon uny .indi­
\'illlll'l (otlu:r thtm llU estnte. ~r trust nne! other thnn o nonre~1dcut 
tt l i~n not. subjed .. to chc ))I'OVts tons of secttOll! 681 tsll,, and 0.0 of such 
dmpter) ((tr thP tn:<nblc year ~942 (det('rnun~~ w1th.out ••eg-n•·d to 
I1Ji .. ~don, without •·e~"rd t~ rnterest or n<l<httons to th~ tux. Anti 
"itltnUL l'f1.'1trd co rre(h'-" ftgamst tha tax fnr Rmowtts wJthheld aC 
...,,.,...) i! gn>at<r .th~~ tho tox fo~ t'!e _taxuble yeor !9-13. (similarly 

11,•terrnined), the habthty of such mdtvrduat for tl1e .1a.x tmpoetd by 
, 11eh chapter for the t:oxoble year 1042 aholl be <h,.,harged •• of 
ScfHt!ln~r 1, 11>43, ucept ~Ju1.t inter'!!!t tmd addition& to such tax shall 
he collected ac the same t1me and m the ~unr uuumer us, and lh; •• 

pnrt of tlte tax unclf•r fi\Jrh chnpter for the tnxuble year HHS. Tn 
.. u('}1 ca~e the. ta~ u1u.lc+r such chnptet· fo r- the h~XIlblo ycnl' 1943 shu II 
ht i llCI'<"I1~l by-

( 1) the amouui by which the tax impooed by such chapter fm· 
tl•e t.axable yt>ar 19·12 (lltt€1nnined witl~' '.uL l'(!gftrd to this stet ion 
an\1 w-ithout rt~nl to rnterest and aclchhons tn such tax) txt't'e<IH 
the tU im.-1 by >UCh chapter f~r thf !AXable year 1943 _(det<r• 
miuf'fl u-ithotll rtgard to t luco sectiOn, wuhout regard to rntert')ot 
nnd :ut..litions tO rueh tnx, and wirhout 1-egurd to credits ngltin5t 
surh t:u: untler section 400 (e) or under section 33 of such c.hnr>· 
tcr)1 plus 

(2) if the lox for the tnxnble yenr 10-lU (determined without 
rt10'lrd to this ,.,1,·tion. without regnrd to int<!rest. or additions to 
th .. tax. and " ithout rt$!ilt'd to t'rtdif& Rgainst such tnx under 
~-tion 400 (e) or under ~ion 35 of such Chapte.r) is more than 
!-,')().an amount f'f(UA110 2:~ per Cf'ntum of the tax lor the taxuble 
y"r 1043 (1'0 <let•m1ined) or tl1e ucoos of such tax (BO deter· 
rnintcl) onr $..\0, whicl~"er is thf IH~r. Such amount shalt in 
no ~·se t xcft'l1 2~ ~r centum of the tax for the tJt:cable yenr • 
1M2 (determined without. regnrd to thia section and without 
t('gltrd to intc.-rfst ~tncl IHJditions to FiHCh t••:c:) or tlu~ exee88 of 
such tax (so tl(ltN·mineil) O\' Cr $.'SO, whichever is the lesser. 

'J''his ~;u~ee(ion ~hull not npply in any cft8c in which the t.axpaye1· iM 
•·uuvic-ted of """ c•·imiun l offense with rt6J>Cct to the t.a.x fol' the 
caxnble year 19-i2 or in nhieh additions to the tax for such ta.xnble 
ytar An" appliC11ble by n>al!tOn of fraud. An individuaJ who beoomtS 
-ubjoct to tax for the tllxoble year 1043 under this subsection llh•ll 
bt an indh;dual ft(\uirtd to make a rerurn for the taxable year 19-13 
umler sec.'t ion 61 oft le Internal Ren~nue Coc:lt. 

(e) AnviTtO~AL INCRRA8E 1N 194-3 TAx WntNE 1MCRI'..A8ED lNCOln .. -

( 1) TAX FOR 194: NOT GR&ATER TliAN TllA't FOR U43.-Jn the 
core of n t11Xpayer whose linbility for tho tax fo1· tho tnxnblo ycnr 
19·12 is cli.schnr~cd under subsection (a) , Rnd whOOB surt.R:c: net 
in<-ome for the bose year plus !>20.000 ' " 1..,. than that for iltc 
tox•ble ~·eor 10~2, the tu 1mposed by Chnpt~r I of the Internol 
Re,·enu• Cod• for the tnoble year 10-13 ohall be incrMsed by tbe 
ex..,. of 75 per <tntum of the tax im.-1 by such chapter for 
tht taxable year 19-12 (d~ttnninf'cl witfu·uu rtgard to this stclion 
and "'ithout regard to intem:t and addic ion.1 to the ca:c) over a 

• 
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tf'ntative ca.x _eomputed ns if the J>Ortion o f the surtax ntt inoorne 
for the tnxuble.yen~ UH2 which is not gt•etlt~•· thon tho sum of 
the s u l'tltX net mco'!'e for the base. yOt'lr plu1 $20,000 constituted 
!>olh fhe surtax net 111como for the tuable yeti r 10.(21 und lhc uct 
IU("t~mc for such t.ax~tble ytu dter allownncc of all cred its awtinst 
net moome; 

(2) '1'.t..X I'Oit ttH Olf.Aftll TIIA..~ TUAT J'Oit ltU.-lu the cut 

of a ~a.J:P.l'yrr whose liabilhy for the 1ax for che taxable year 
ltll2 IS dischar~ undtr &•'-tion (b) ond .,.h..,. wrtu Mt 
mcome for the !moe ytnr plus $20.000 It l..s than that for the 
taxable year 1043, the t•x '"'[""""by Chnptor 1 of the Internol 
Utwcnue Code for the tnxflb e year 10-tS shall be inert-itSt'd hy 
tho excess of 70 (l(!l' ('fnhun of the tnx imposed by such chapter 
fo1· ,lhe ta~nb.le ytwr JI):J!J (c.h:termined without 1-egord to this 
sc.ctaon and 'Yuhout l't.'Stnrd to mteru -t nud nddicious to tbe tnx) 
O\'er. a tentalave tax fo1· ch~ htx11ble yenr Jl}4·S t'OIUJ'H&ted as if 1he 
pore •on of the surtax uet. mc.-ome for such h1xobl~ ,·ear which i s 
not g~ater than the wm of the. surta:t net incomf for tbe bast 
year plus ~'0.000 eonat ituttd both the sunax ntt income for the 
taxable year 19-!31 and the net income for such taxable year afw 
allo"'llnce or aU el*fdit1l'g11inst net income. 

For the purposes of this &UbPR<:tion "ba1W year" means any one of 
tho tuxnble years 1037, 1038, lD39, o.r 19101 to be 8ele<:ted by the 
I fUJ>I',l'Cl'. 

(d) Uuus FOR APJ'J.TOA'MON or Stms~1osa (AI, co 1, AND 10).-

(1) Ar•t•LICATI()S OJ' WI\81Xm0~ UH TO )fftNI.IT.MS OF o\kllrt:n 

roacr..s.- If the tax·pa:\·tr 1s in active JerYice in the military or 
na\•al fof'Ce6 of tl1e Cniced States or an)' of the otl•t>r United 
Natioos at any time during the. taxable Je•r 19-1.2 or 1&&3. the 
increase in the tax for the taxable year 11»3 under tmbeection {b) 
(l ) shall ~reduced by an amount.. equal to the am<nml. by wtucb 
tl1e tnx for the taxable yc.r 10-12 (detem1inod without regud to 
this section) is inCI'C&Sed by re.ason of the inclusion in the ne.L 
inc.:orue for the tunble yeu 1942 of the arnount. of the eurn&d net. 
ineome (ns defined in section2~ (a) (4)). 

(2) JorNT JUmJR>.-.- H the taxpayer either for the toxobl• year 
19-ti o.r for t.l1e tax.-ble y~ar 1943 makes a joint retum with hit 
tpou.se., the taxes of lhe I J)()USl'S for ti1~ t.u:able yrar for which a 
joinL return is not made shall be a~ted for the purpoees of 
euiJO<Ctions ( o) . (b). ond (c). ond m .,..,. th• tsxoble year for 
wbicb a joint return iJ not nutde is the taxable ~r 1M3, the 
liability for the incrt'll80 in tbe t.ax for the taxable year !0-18 
under subso<tions (b) and (c), shall be JOIIIt and oeverol. 

(3) FoREIGN TAX CUI':OIT AND APPLUMTIO!'f Or 8f.C1'10NS tOQ, lOll, 

ANI) u);.-The Cl'<'dit ~g~tinst t.he tax im/JOSed by Ch1~pter 1 of 
the Internal Rev(lnuc Code for tho taxnb c yet'r 1043 ~tUowe<l by 
8l"Clion 31 of su<'h cht,pte •· (rel~ting to liiXC:if of foreign coun~ries 
Rnd of ~ons or the. Uruted Stot.es), oholl be de\trmmod 
without n>gord to 11th•••"'""' (a) (b), and (c) . S<ct•ons 1~, 
100 and IOi o( such ohapter (reioting to lim1totions on tsx) 
ahoh be applied without regard to subso<tions (a), (b), and (c). 
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(4) $r<"'rhlN lOT 1NC'OMt ,\TTli:fH\o<"TED '10 M~Z TEAll.-That por· • 
tiQn vi tht comllenNttlon whleh is n!ltfind or 14..--enaed in the ta,x~ 
ab1.- y~1.r 10-12 (H the ta.x for such .rear is noc greatu than that 
fvr the toxnble y<~r 11»3) , or in the taxoble yeor 11»3 (if the tax 
for >U<h r .. r i• 1<511 than that for lbe taxable year 11»2), and 
,,hifh un~er SPCtion 107 of the Internal Rr,·enue Cod6 is attrib-
uted to th• boot yoar, shall for the pur..,.,..,. of auboection (c) be 
exduded in C'Oinflllling the surtax net inroDle for the tAxable year 
Jll~2 or 1948. •• the case mnY bo, and be included in comptiting 
th<' !!!111'111:< n{''t ineome for the base year. 

(3) P AIIT:O.E,IISII U' nu~sE88 J"'R)tl'~Y .o~•;teATf'.l) .u, ~IU;loQUA· 
TIUS.- 1 (

1 
thii'IIIJ;: the base yenr of nny JndiVIdUa), SUCh JlldiVHJUttl 

WitS 11 i!IHU'Choh!CI' in II,COI'I)()I'Ution and !f subs.tonl.inlly nil ol the 
II~M.'t~ O( fi\H.'h l'OI"pt1r1\1 1CIIl WCI"t Ill tlllY limO pr10r tO :Mny 1 , }1)431 
IH.-.

1
uit·ed by , nch iruliviUunl or :1 plll'tnership ol which he ia " 

pnrtm'l'l'un,wlnl co the complete liquidation of such eorporlltion1 
lllhl ilnt 1111 timt"S 11ltl'J' such liquidntion up to and including tho 
taxnlM ycotr 1012 (H .ubsection (a) is opplicablc) or the t .. •blc 
)ellr 1013 (i f •"bse<:tion (b) is npplk'11ble) l11e lr•de or bu•iue•s 
ol ~114·h tUI'l"'rution w,s carried on by such individual or partner­
"ltip. for th(' purposes ol subse-ction (c) to.ueh individutLl mny 
t.'OHIJillte ht ..... mtax net income for the base year 1.11 if the earn­
inti:' and profit ... of the WqlOntion for the taxnble ytar end in~ 
wnh or within the base \"ear bad all been djstributed as div•­
,JNu.ll at 1l1t rnd of f''ll<'h- taxable }·tar. If the inte~ of liuc:h 
in~livillu•l in cht partnerdtip is Prop(1rtionateJy 1M than hi~ 
inu•......,t in the oor1>nnuion, his dittribut:h·e share o·f aueh dh'i· 
clcnd• .holl for the p11rposes of t his paragraph be adjusted to 
N'flt'f1 "m·h diffnenct. · 

(G) C'F..JITAIX l'<uRTh•.SS OF I"NCREAtt L"ii 1141 TAX NOT PART Or 
~'IMAm• TAx.-The tunount by which the tax for the t-Rx"ble • 
yetu· 1043 i•. iucrt'IC«'<I under su.,.ection ( •.) , (b) (2), or (c) •hnll 
IHH l;H! con;otcll'l"f''l to be a pzu't of the tnx for such tnxnbl~ yenr 
fo1· lhe /'ur)>Of!•s of .eel ions 68, 69, GO, ond 204 (a) (8), (4), nnd 
(D) of I 16 rntcrnnl Revenue Code. 

(7) 'J'AXI'AY.HR DYINO I~ TAXABL~ TP.AR li)H.-Jf the indiYiduR) 
tli('tt ,flu·in~ thl' tn:\nble yenr 1942, subsections (tt), (b), 1111d (c) 
t~hnllnol "I'J>Iy. 

(f•) f:xTr.x••os or Tun: ruH P AY)tt:XT .,,. Pownoss or INCRtlAf!J'. aN 
J!JI:l T,~.-

(1) TwJ'"lTT· Pn"'E ru cx.sroll 1-XCltEAS:E ozoron IID88F.<:TIOX t AJ 
oa • • ·~-At the eiN:tion of the taxpayer made u.nde.r rtgul1uion.s 
JU'f'M'rtbtd by the Couuni.ssioner w1th th~ epprovel o f die Secre­
t"ry. the C~nunh ... ioner ehall. ext.-ept u hereinafter provided, 
uttiKI the cnn.-. ft,r the payment of the portion of the tax for the 
tuoblr 1•ar 1943 tqual to one-half of lbe amount of the 26 per 
<'fntum n~rr .. .., therein under suboection (a) or (b) (2) for the 
tn\nblt' ~rar lfl.l3. in which case snrh ponjon f'..h o11 be paid on or 
bc>fu1'!' tl .. tifl.,..mh day of the fifteentli month following the cloec> 
uf the UtS1\bl\! yc1ar. The Commissioner m.ny coudition lhe es:t~n· 

• •ion upon th• furo.illhing by the taxpayer of a bond in ou<h 
nmoun_t~ not r~C!ettll!'-g the an\OUnt • ·ith l'ftpett to whit·h the 
.. ~tension app118, wuh suc.b surety or sureties, u che Commis.· 
1101\tr d~ua nec:tS'6Ary, ~nditioned upon the pa)•mtnc o f ~uth 
an\Ounl.. .an acco~anee .. •ttb the tt-nns of the uttnsion. If litJC•h 
anKM~nt. 11 n~ pe1d on o~ before the. date on which it. i.s peyablt. it 
shall be patd .upon not1ce and demand from the Coll0t10r. If 
aueh amount 11 not pa1d on or belore the datA:! on which it ia 
poy•blo, there oholl bo collected, as o part of the tax, intereot on 
auc~1 arnou_nt :u th~ rate of G per centum pe.r annum for tht'< 
pe_ruxl ~gtn~111g wath the dnte on which such amount i.l p"yable 
and end1ng With the date on which it is pa_id. 

(2) lNOnr.o\tlr. DNDER ROH8f'.D'I'ION {0L- At the ell'CHOH of tho 
ta.:<l')nyor, nHtdo under l'll~Jlntions prescribed U_y the. Commi~ioner 
w1t • the nt>J)I"'Vftl of the See•·ctt.ry, the Commul!ioner i!httll except. 
as h~reindter pro\'id('df extend the time fol' tha p1~ymcnt

1 

of the, 
portl~n olthe tax fo~ tie ta:c~b le y~ar 1D.l3 t'({Uttl to th" incrt•lise 
th~J'(>!I\ unde1· gul~hon (~), m wh1ch t ll.Se "uch I>Ortion 11h~ll be 
p1n4l In four equal annual mstelhneuts. tlae first o which 1hnll be 
paid on the fiftttnth day of the fifteenth month following 1he 
cl~ or the taxable yeu, and of the n>m.ainin~t in!talhu~nt~ one 
ol whkh shall be (l41d on the last dn.y of tach Sl~ing I'A'th·t'· 
month period. exoert that. tmy installment llll\' be t?-id- (}rior 10 
the date prt~eriLet for its payment. Th• Comnu~iontr ma1 
condition the e:rttMion upon the furnishing bv the t.axl>a\t'r of • 
bond in Au•h amount .. not txet"tdin.g th~ amoui11 ul "uc a lnc:rta;oe. 
.,.•ith ~uc:h illrtty or surtties., as tilt CommissiOMr dff'niJ n~­
sery. ronditionfd UJ)()n th~ paYJllf:nt of 5Ucla amount in acror1l · 
ancf with the ttnns of tJ1e ex(.(>n_!;ion. If the time for tl1e JliY· 
ment of such portion is extended, there shall be colll"CC.Cd, afl n 
p1nt of the uu, intercfit on eaeb insta.lhne.nt. •t the rate of 4 1wr 
cc.ntun1 J>er annum for tl1e period beklnning with the d11t~ pre· 
8ln·ibe<1 for the payment of the tn:t lor such tftxllhle )'t~ar zmct 
cndiug with the dnta on which such instnllmcnt. ifl Jllnd Ol' tho 
dote on which it is pzlyahle. whichever is the eiu•liel'. If nny 
intotnllme.nt h• uot pn id c•ll or before the dute on "'hich it i~ pny· 
able, it nnd tha romnining in~tal1ments shall 00 paid tlpon notice 
and demn nd , , .... m tho Colleetol'. If lli1Y installment i'\ uot p~ifl 
Ol\ or befoa-c the d11te on which it i.e; pt\\able. then• glulll I.M.' rol· 
le<"ted. 118 part of the tnx, int.el'cst on suCh in~t11lhnent ot th<' t•tU41 
of 6 per centum pu annuUl for the period bc•ginning with tlw dtah' 
On wl1ich f{Uth installment is payable and en(ling With the dote on 
which it is pAid. 

(f) ·r..,....,.r.NT or P ATX<'-nl oN Ac<:o~'NT or 1912 1'Ax.-Any 
pavm~nt. (other than interest and additions to the tax ) made on 
orrow1t o{ the t.as im~ by Chapter I of the lntental Jle,·eu~ 
Code for lbe taxable y<Ar 11»2 Ul""' a tupayer whooo Uabili~y for 
such tax is ditcba11,.00 under subsection (a) or (b) <hall be con<•derrd 
as pavment on account of t he estimated ta.x for the tu:able. year U»3. 
fn til<• c-a8fc ol at\\' tXt4."11S:ion of t ime for the p:..ynumt of flll<'h tax 
grnntod by the Coimuiilbioner prior to Septembe-r 1, 10-131 ,,.ymcnt. of 

• . -

Regraded Unclassified



26 

ht J<lr1ion th<o•tof which i f such erltn.;on bad not beon gnonted . 
~.,.,/d have l,...n P"Y•b)e under se<;tion 56 (b) P.rior to •nch datt 81!•11 

00 ma•l• notwith•l•ndmg suboeclion (1) or (b), but the foregoong 
ro\"i-ion:1 of thi• e_ubeeetion ~ball apply_ to any &U(:h payu1ent. ~n f .. o:e tht tax)l*)'t.r ~mea dehn9uen~ pnor to Sef.cem~r ~ ~ 11»3, m 

thr J)IVIUNit o f "uch tu: or any mstallm~t ~e~ , au~uon (a) or 

1 h 1 .li"ll not relievt tbe ta.J>a~·tr of hi~ habohty for the .Ill xi but 
the (ort'going JlfO\·i~ions of this su~tion shull be apphcpb t to 

,.y1111·m of 8uch liability. If any pn_yment on 1u:~ount. of Uae tu: 
r.nJ'WMn~l by slat:h chnpter for the taxabl~ year 1042 Ul mndc JlUrsuant. 
w" j.,int n!hll'll uuu.le by busbnnd and wafe for su<:h tnxnble ye1~r1 anti 
.. 111.h pnvnwnt iiJ eonsidered tH; n payment on account of tho est unRtetl 

1u fnr il10 u,xnhle yenr 1~481 such paym~nt mny bo tl'ontcd ~8 n p~y~ 
ull'nl un 1u .. ,•ount of the est nnnted ~a:t of e1th~r tlio husband 01· thn wlftl 
rnr ,.lll'h tttxnble yenr 01' mny be d1V1ded bet.\\e.l.fi them, 

ht) U f.IE or TE~t>C " TAXAnLr. YuRu.- For ~he pur1>o~8 of this sec­

tion th(l te~·mt '"ta:uble year 1937"\,"taxable yenr 10.~8", " tnx11ble yen.· 
lt)3!l'', .. taxable yea_r 194011 "taxA le year 1942.", ~nd :1h-XI,ble yea1• 
1'113" "'""" r<'>)>t<ti<ely the tn11ble ye•r begmnong on JOa7, l93R, 
l;J,{fl. JIHO, itH2. am_l UH3. respecth·ely: an~ "taxable y('•u-" .•!! ap/>li~l 
cu tht tnxnLlt y('ar ID-12 or 1943 .shan not mclude nny 1~r•od o IC"-~ 
than t" fh't mnuthl unless ~~1orJed by the death o~ th~ lA_J:PAJ N' 
•1r unltA dttrt iA no taxable Je&-r of ''"'eh·e months begmnmg 111 1mch 
c."''l ltl)(llf )'Hr . 

(h) Rrnl'IATION8~1)>i• section shall be. oppli~ in aet'Ordllne<> 
"'·ith tfl!lllfttiont prtt..cr1btd by the CommJSSJoner wath the 1ppro·nt 
nf thf' S..Cr•ury. 

SF.C. 7. AODITtOSAL ALLOWANCE FOR MEMBERS OP ARMED I'ORCF.S. 

(n) TN o., ...... ~~tion 22 (b) ( 13) of .tho IniCI'Illll &venue . 
C01le (relnlin,r t~ addJtu~nAI allo~noc.-e for mll1tory and mwul pt"r~ 
l!mmel m c·ompuhng net mcome) l $ amended to read ns follows: 

"(J:j) i\l>I)ITIONAI.ALLOW ANCE FOR l U LITAA'f' ANI) 'N'AVAIA JIJ!Jtl'iON• 

}U~t .. - ln 1he Cnte uf compenSAtion l'(l:(:eived chH'ing IIUY tu~1\blf> 
)'{.'1U' 1uhl bdm·e I he tc•·minution of the pr·csnnt WIU' aa pt-oehu med 
b~· Hw PJ•et~id('ut. by n rnernlX'r of the militm·y or mwu l fo•·c.··ct~ 
of llH• t~"ted Scntt!S f()r uctin it'-nice. in ~uch (orce3 during ,.ueh. 
wr~r, or • n citi~eu or ~~~itlent of the Unitecl State11 who !s n 
mrmbtr o the milita•·y or JUt val foroes of nny of the otJ,er Umttd 
Nfttion~ for acth·e service in such foroes Uurin~sueh w1r, 80 much 
o f >U<h oom.,.nontion as does not e>ettd $l,ll00. 

(b) F.Pl'(cm• D•n-The •mendm .. nt mndt by •u.....,tion {!_l 
,;hall ·~ply with mp«:t to taxable years btginnina a fter Dt«m r 
31, ~~~. 

~£C. I. A8ATE.)I&l'1T Of T.U POR MEMBERS OP ARMED FORCES UI'Oll 
D&ATI.l 

Ch~ttHtr 1 of lht Jnternal Re,·enue Code it. runended by in~rtinJl 
llft~r tittt ion -I<H the folJowing ne"· supplement: 

2i 

"Supplemtnl U-Abat~mtnt or Tax for Mtmbtro of Armed 
Forw; Upon De>th 

_,.EC. m. ABATF.liF.~T OP TAX FOR llOIBEtlS OF AR)t£0 FORCE>' 
uros OllAm. 

... In the taPit of any indh·idu11l who dies on or afrr r J'ltoffm1K'r ;. 
Ul-H, while in tu•tin• !enice as a mtmbtr uf 1he mililarv or JUH'Ill 
Con.'tS of the enit~l States or of IIDY of the other United !\'otiOl"b ••ul 
prior to the 1\.'l'tnin!Hion of th<.' JUt•sent Wl1r tlil procJain1N by tht" 
PrNJitlrnt, the tnx imJ)o6e<l by this ehopter sh11ll not n(lplr with l'e8pe<l4 

co the tnxt•blc yet-r in which f<llls the dale of his ch'!at li, IHHI the t~tx 
under thiR elulJ>l"r nnd uudca· the rorrcsponding titiC' M f'ltC'h prior 
•·evem•e luw ful' [ll"N'eding tltxnble venrs which is unpttid 1U the dt1t~ 
of his death \inclucliu~t iuh.'r'N~t, ucftlitions lo the- en :<. 1tn•l ,_,t.litiollld 
nmountl'i) ~hn luoc lJ(' ll~'h.!!(•d , nnd if ns;es.._"('(l til€' """''"'~tnl'll l ~lu1II IM.• 
llb!ll(ld, nnd if Cbii("CCed ghnH be CJi...oditetl ur z-etuudt•ll "8 fll• 
(l\'('rJ)II)'IIlNlt. 11 

~EC. 9. ASSISTANT COmtJSSIOSERS. 

Sutx-h"pter ll of Chapter 39 or tht l utc·runl n,.,·..-uufl ("()(I•• i.,. 
amNuled to read 1.8 followt~;: 

"SUBC HAPTER B-ASSISTAl'>T CO~IMISSIONERS 

"l'F.C. Ml. API'Otl\'nl E~T. 

"T hN-e Jthall bt in the flu rf':tU of l nttn11l R f'\'f'IUif ' "" ,\~i.,cant 
Commi§Siont~. who Aha II bt appoinletl by tht PrHitlt:nt. by au1l with 
the ,.d,•ice and oonJ!ent of the Senate. 

"SEC. 1106. DUTIES. 

0 ''The As.-.:ist.-nt. Conunissiouers shnll perform sue!• cluti(l~ 1"8 rnll)' be 
prescribtod by the Commissioner or reqUired by law.' 

SflC. tO. EXTENS10l'1 OF TIME IN CONNECTION WtTll tlF.t,&ASE O•' 
POWlmS OF AVI'OINTMENT. 

Section 403 (d) (3) of the Re,·cnue Act of 1942. is ••!orn<~ed .bY 
t'tl·iking out. "Ju ly 1 1043n wberenr it. appeara itud •n .. •·rtlllg In heu 
tiH'r'f'Of "March 1, 1~!4"; nnd section 4-62 (c) of t.l1(l n •. ,,,.uue A~·t uC 
19.J2 is amended to read Li follows : 

"(e) RI'.1.Eoo\8r. nr~A MoUICit 1, 11»4.-
• (1) A rele ... of a po~·er to aypoint before Marc.b •.· ,1n11, 

ohnll not be detmed a transfer o proptrt.y by the 1ndmduol 
.-ing web power. . 

"(2) Thio IUllooctioo shall •r.ply to all colendar ytal'll pnor '" 
1944 and to that. part. of theca eodar ynr 1944 pnor to Marc:h 1. 
Jl).l.l • 

ApJu·o~·td June 9, •9-43, 7 p. m., E. War Time. 
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.li!45 - July 
Al)dUSt 

September 
October 
~!ove:mber 
::ecezober 

1944 - January 
, ebru.ary 
.. arch 
Aor il 

JJ¥ 
June 

Total 

•, entAtivo fi.scal year 1944 eetiJ:>ated receipts to l'eneral and 
special accoW>ts !/ 

(in millions of doUara) 

: Total receipts, general and 
special accounts, pl\14 

1 deposita by States and by 1 

l .'i.allroad f!etireiiODt Board into l 
\lnO;plO'(!;!!!nt trust fund 

1,282 
2,666 
5,456 
1,109 
2,~ 
5,755 

8l56 
2,415 
9,ns 
1,135 
2,592 
6,641 

41, 974 

Total receipts, 
general and 

speci al accoun ta 

1,244 
2,426 
5,420 
1,069 
2,100 
5, 717 

794 
2,145 
9,686 
1 , 091 
2,Sll 
6,605 

40,605 

&'reU ury •Apart.mf!.nt, Jivis i 'Jn 0£ toesttar<:h and ..,ltati.ct.iCS . 

!let receipts, 
general and 

special accounts y 

1,198 
2, 155 
5,419 
1,021 
1,922 
5, 716 

752 
1,892 
9,685 

994 
1, 755 
6, 599 

39,006 

June 9, 1943. 

JJ _,sent1&lly t hese estimates are the ones published in tbe 31Jd&et of t he united States :lovenu::ent for the fiscal 

year 1'!44 . They have been IIOdified in the case of the individual incO<>e tax to gin conaideration to the 

revenue etrects of •.. lt . 2570, and certain other tax yields from payroll taxes have been aodified in the light 

oi recent collection experience . t'he effec~ of the railroad waae increases retroactive to f'ebnlary 1, 1943, as 
recomended l ay 26, 1943 by on emergency board of the llational Railway Labor Panel, has not been estimated 

since tho r eco"'oendations will not become effective if vetoed or mod1£ied by Director James F. Byrnes . No 

general revision of t he Uudget estimates has been made . 
y After deduct ing net appropriation !or Federal old-age and survivors insurance trust tund representing an amount 

equal t o taxes collceted and deposited under the t ederal Insurance Contributions Act, leao re:Uoburse....,t to 

eeneral lund for admn.istrative expenses . 

• • 
• Regraded Unclassified



....... I""' ' ' :J 

IS1rlii.T!D C~B BII'BIIIl[!IJ!&S, FISCAL IBAit 1944 

(ln .uu.- oL ciQllare) 

~ !!!&.. l!l!h Qc1o. .12!... l!OC ..... ~ l!!!.. IIH.. &E.. 1m ill!! 

Budptarr 1'tr. 

l ar actt.fttl.• •••••••••• 7,200 7,,00 7,900 8 ,100 8 ,200 8,)00 8,)00 8,)00 8, )00 8 , )00 8,)00 8, )00 

Qeneral • 0 ••• 0. 0 ••••••••• 310 265 260 290 285 )00 3~ )00 )00 290 260 275 

lDte,... t • . • • • • • . • . . • • • • . --~ - _.t.Q. _)00 _ }:.0 'lO ~1Q lQ_ _ _2_5 _ __j2Q 80 l5 ~ 

TOtal •••••••••••••• ~ ?.!lOS 8.@ 8 . 510 8. 515 9.0,0 8.6s5 8 . 62S 9,],00 8.670 8 , m 9 , 2:M l.QZ .74Q 

Corpora\! ~\!'!l· 

O.O.ral ••••••••••••••••• )00 275 250 26s 290 260 ~ aSCI 2?0 ,00 )00 :1$ 3.495 
Dlt»t ~pU.«J • •• • ••• • • 1§!. 2 2 12 2 2 2 116 97 m . 1.61.6 2 Y!lL 

Total • • •••••••••••• 6!!l m 252 277 292 262 2S2 166 l67 l.(fl) 1.916 2117 6.m_ 

Tru8t tun~. •to • ••• •• •••• ?0 ?0 ?0 ?0 ?0 75 75 75 75 75 75 75 875 

Orand to~ t ••• • • • • •• 8,281. 8,152 8,782 8,85? 8,877 9,)87 8,982 9,o66 9 , 542 9,818 10,586 9,587 109, 917 

' • ' • -.t> Regraded Unclassified



Ol'"-' ("'ll' C IIAII<IMA,_, 
f ..... Vflt' Di,.I'Aitl'll(I\IT 

INTERDEPARTMENTAL WAR SAVINGS BOND COMMITTEE 

WASHINGTON 

Prior to \he Sooond War Loan llrln, ao .t.ct1ac Chail'IDN1 
ot the Intordep...rtment&l Oo,...1ttoe, I po1Jltod out how Gonrn­
ment •plo)'OOI oould participate in the cacpaian by 1ncraao-
1ac PI'¥ roll authorhationo, b:r oncoureclac noD-partloipantl 
to enroll 1n \he Plan, and b:r aaltiac opecl.al oath purcha101 
ot War llondo durlac \ho 0Uip&i9 oYOr and abon t boir pa:r roll 
&llotaente. A• a re.W.t of \heee efforta, a ou.ber or the 

aconoloo ut&bllobod faclll\ioo for calh purcbaooo. hch 

acencleo ban nov reported a total ot $10,888,187 (purchaoo 
price) bondo were oold. Of t llll .,.ount, tile »&Y}' reported 
$&, ~74,763, \he War llepartaent $2, 905, 521, and t be froaoury 

$646,860. .l.ttacbed beroto 1o a •-"l' ot ncb aeleo, 
a rraaced b:r dopart.ento, aconclll, and 1Jldepc40ilt utablloh­

.... to , •• well •• a breakdown ot t ba tr•our:r oal n b7 
bure&ua and ofticea. 

In &441tlon to \hooe ctub oaloo, there ""' a noticeable 
lDcr .. oe 1n pa:r roll allot.ento. 'fba total aoDtbl7 ... unt 
allo\\ed b:r Po4oral •plo:rooo ln.oroaoed troa $)1,124, 9113 1n 
March to $J4,8!j6,2S9 1n .l.prll and 1t would appear tbat thh 
111>,....4 tron4 1o boinc oontlnuod, •• oTldanced b:r roporto now 

bolac roaolTed. 

t JU 

.• 
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Caah Saloo of War Bondo ..,d Stoapo 
Second War Lo.., PrlYo 

Pepnrt12ent, A6•nC1 or 
Iodependent J otabliobmont 

Bureau of tho Budcot , ..•• •• • •• •••• • ••• •••••.•.•••.• 
Alien Property CUot odian • • ••• • •• ••••• • ••• • ••••••• •• 
O!fico of ClYil l en Defense •.. .•.•••••••••••••.•.• •• 
Office of Potonoo Tranopor tet ion , •• • ••••••••••••••• 
War Manpower CoMinion .... ... . .... . .............. . 
Office of Ceneorohl p • • ••••.•.•.••• • .••••••••••••••• 
Of!ico of Pr ice Adalnlotration , •••••••••••••••••••• 
!reaW\lJ"7 .................... .. .............. .. ..... . 
Va.r •••••••• • •••••••••• • ..•..••••••••.•••.• •••. •••• • 
Poot Ot!lco (Pepartaental) ................. ....... . 
NaYJ •••••••••••••••.•••. •• ..••• .• •.•..•••• • . •.•• •.• 
CoM tree ................... .. . .. ..... . ............ . 
Federal Coomunicati ono Coa>ioalon • •••.••••• •••• •••. 
Federal ll .. erve :Boar d ....... . . . ................... . 
Federal Tr&de Coom i oal on .• • . . . • .••..••.•••••••.•• •• 
Public Roado Ad=iniotra t i on •• • •• • •• ••• • ••••• ••• .. • • 
Public llorlco Ad=lni etration , .. ... . ...... . ....... . . . 
M&ritltu Ooainion and liar ShipplOC 

Adolinlotr"Uon .......... . .. .. .. ................. . 
Nat ional Advi oory Committee tor Aeronaut ico , ••••••• 
National Medi ation :Board . .... .. .................. .. 
Panama Railro&d CompanT • •. • .•..•• • .••.••••••••••••• 
'!be p..,...... c ...... l . . .. . . . . ..... . .................... . 
Recone\ruct1oc P14ADCt Corporat ion •...... ... .....•• 
National Gallery o! Art • ••••.. • •..••••••••••.••••.• 
Tar it! Co»lnlon . ....................... • • • · .... • • 
SaUonal Arch i n a ....... .. ............. ..... • • • .. .. 

Aaount Sold 

~ 7119.00 
} . 375.00 
2,105.00 
2,287.00 
),781.00 

194. 397.00 
5,991,00 

648,850.00 
2,905.521·00 

5,85() .00 
b,ll7ll,7b3.00 

1611,531.00 
7.}31.00 

2},29}.00 
20, 6o}. OO 
15,275.00 
1,5()0.00 

}, so6.oo 
52,258.00 

500.00 
27,687.00 
48 ,562.00 
51,143.00 

975.00 
5.756.00 

600.00 
216,668.00 

lc\erlor .............................. . ........... . 

tot al .. . • ••• •• • . . • • . . . . . . . . ... •. . • . • • . .. . . .. • $10,8SS,l8I. OO 

• 
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!'WSlf~~ 1 f;F,J'i'l.:£l'T 
co.oh ::ales of ·.'.nr Corda s.nd St'-m.pe 

Second ':,o.r Lot\n Drive 

Pvro-.u, L:.i vh ion or Cffice Amou.nt ~~~~~~~~~------------------~~~-------
rrico uf tho Secretary 

:1\'1t1on of hot~oo.rct. 6: Stt.tistiec 
~ rnc• or tho encrnl Counsel 
r htdec of Pertonno l 
rr~ce or tho Chief Cl e r k 

"ftlc• or ~upi'rintcndent of TreOGUT)" B~>ild 11\j.l 
._ .. ,..u or }ccounte 
. ~. .... r }\lblic tebt 
: reQturor or the tnited Stb tes 

ureo\.1. or l:uator:.s 
v ~1 trol l6r of the Currency 
~reo.~ of tnterrAl levonuo 

-urOt:.U Of !'uroo\.)08 
F~r~uu ot Entrnving & Pri~tiD& 
::oorol ::orv lco 
Furo•u of tho 1 .. 1nt 
Froouroment 01v1eion 
.. 1vicion or l'onot&!;.' ReGO&rch 
:1v1o1011 or Te.Jt Resce.reh 
• "r ~u.vlc&l ~tc ff 
foro 1t:,n r ut•d• Control 
'l'"tdil t.;n1cn 

Total 

t 1,216. 75 
-o-
- o-
- o-

7 .~oo.oo 
- o-

$7 , 4 87. 50 
46, ~50.00 
23 , 7~ .2.5 

-o-
546 . 25 

464 , 151. 00 
- o-

20, 566 . 50 
- o-

16 , 000, 00 

-·--·-- o-
7 , 653 . 60 
1,coo.oo 
3, 700. 00 

646, 879 . 85 

•• 

Regraded Unclassified



June II , 19411 

COL, RICIWU> 1'.\tt!RSON 
VlC& CIIAIIUIA!I 01' RKO CORP . 
ru:o BUl WI HO 
!IZlf ICl\K CITY 

EXPENSES OF LOlNS 

I CAII' T I£Glll TO TELL IOU llCTl IIUCH I .VPR&ClA1&D YOOR WIRE AHD THE 

UllSiLI'ISH SPIRIT - lllCH ffiQIIP'lED IT. 1 CAll SAY TIIAT IT IS OtiE OF 

lll~ f'l!IEST AND I!CIST CCIISII£RA'n( Ot;S'l\JRES THAT AHYOliB HAS EVER IIAIE 

'l"J 11£ , Bl lOUR Yn LLINGliESS TO COOPERA'i'& lOU &IIABU:Il iiE TO SETTU: 

A RATHEl! mrt'ICUU PHOBIEJ.I, 1 SINCW:Ll 1101'1\ TKAT 1 IIAY HAVE l'Hf. 

a;;n~FI T OF lOUR HELP I'IlOio\ TillE 'I'( nilE, 

Ti!01Ce& 

HEIIRr IIOIIGSil'lRAU , JR, 
SSCR.~TARY ct' Tllf. T!C'.ASURr 
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WESTERN 
UNION 

... 

· . 1;i5 NY 5 657P &\) J~ 5 I'll 7 47 
·. IIE:li:Y I.IORGEIITHAU JR= 

... ll~'.liY I HA VE A Cot.IPL ETE UNDERSTAND I :-IG OF THI S NE':IYORI< 

SITU~T I O~ . W I T~ ALL YOUR PROBL EhlS I DONT WANT YOU TO BE 

.. , , I ~D ALOUT !.IE . GAUBLE AND I HAVE HAD A THOROUGHL Y 

S~ilvF~CTORY TALK A~D I UAOT YOU TO K~O~ ·THAT I F I 

.; .. ~ !..: .. v: YOU AT AllY Tl '.lE YOU HAVE BUT TO SAY T HE ~lORD . 

... 
• 

'"Y ~:~T ·.:1 SHES TO YOU FOR THE SUCCESS OF YOUR. ·• . / 
4 . , 'Jr . ..d:wt . 

f • _f(?l '/ 
.: I CIII\nD C PATTERSON J R ----:;- /& .. '":~/ 

' r• ~ --r;l : r . ./ 1', ' ~ J7f I 0 N ~1 J 
-.tlllf'--~5Vii. ;;;ooiiJiiii[;;.bR:rtli~ PTIOM~"I OO!«!!I.N'JWO 1 ~ ~ f •• •· • • ..... 

.... • L _ pr.OGRA:.l= 

Regraded Unclassified



June 9, 1943 

1101: . FRAt: K IS BEY 
STATE CHliRY-LN 
liAR SAVI !iGS STAFF 
r ETROIT, UICHIGAN 

SX?E!ISES OF LOAIS 

I 'AVE JUST SE~iT T:~ FOLLOill\G i'llR: TO 'NAUER UC LUCAS QUOTE 

I .'1A. .T YOU TU KliOY T::t.T I hi'PIU:CIATi Y0UR TELEG!llil AliD AU 

··.wrY TO lC C11l T' AT YOU r.AVE ACCt: I'Th'D THE CJ!AI!ClA::S11IF OF THE 

Dli'ORTANT BANKI NG AND I NVESTJ.IENT DIVISIO!I OF TilE WAR FTI\AIICE 

COl.tLUTTEE FOR !.!ICITIGA!l , n :E SECOND WAR LOAN WAS A RE!.!ARKABLE 

0£1(0!ISTRATW!: OF Tl!E EFFECTIVE 'NORK BEII:G DOllE BY YOURSEU' 

Ill PART ICUUR MID OOll:.IERCIAL A.'iD ll:'VtSTllE!:T BJJ:IG.RS Til CEliERAL 

T:m.. UGi:Oll'l' !HC!!IGAII. I A SURE V .AT .11 Tl! T!iE HEL? YOU CAN 

em; FlWlK ISBEY TP.AT TUE TR::.ASUI\Y CA,t LOOK FvR SVE .. GREATER 

SUCCESS IN TI!E TII IRD 'NAR LQl.!l Ill SEPTK!.!Bt:R UN\;.U1TE. I AU 

DELIG 'TED WIT'! THE MICHIGAu ARRAhGEIAF:NT A!ID A'' LOOKING FOR 

All EXCITING PACE BEING SET Ti!ERE FVR TI!E T'!IRD WAR LOA!l 

>lEt:RY llO!tGF.:.T'1,t;, JR. 
SZCR":T AltY OF Tl'E TP.:: w -ny 

:ca 

.• 
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& Ul.fti'Wrfl 
r1UT IATlll& .. 
D~m~~Y. .OQI!4 

-. •• ltU 

= •'*-

!0 1101 ftlT taU Uft ACCIIP"f!b til ai.Al••••rp OF !U DC MJ 

l.t.IIDl jO DtWWI ~ al - 1&1 f'DMCI Wlit.A .. 

'IIi ltfiiitlU 1m~ .._ IIIII& ll' ,.,,...., U PAII!II:UUB -

~ AID ~ ..... .11 fJMI!ItL WOidiJIJr ...... 

1 a 11111 'IIIAt lUll ,.. llaJ' roo CAl Gin PlUll isnr tut m 

'I'IW.SUC CAl La l'Ot E'f11 GIIIATU SIICCISS II ~ ftiiil Ul a. -
II W**Ad 

'liCit-

••• 
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. . 
~ 

BERNARD M . BARUCH 

597 MADISON AVI!.HU~ 

N~wYORtc; 

• )•. '·' rl • J 

' .. .. 
' 

··-
:' 

o· 

" -, ~ . l 
• J • 

• • J() • n • ,. t' .. ,-., 
~' · 

• . . . ~ 

. • ,. 

; -. 

'1: 

' ·-.. . 
l t. '3 

1 , 

-
I 

, t 

' -. 
!'·· -t ,. 
. ~ . ·~ 

• l' 
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PAIW'JUIAfl OF tp J!!!WI !!!CRYp 

FIIOK: -rt- ....... ,, 0..1111&k1a&, China 

D&TE: J.ao t, 1_.3, l •·•· 

NO,I 8'Pt 

thla U a otl't~lr MDtl ... Ual mortV telecr-

'beiDI a •••ace boa A4l.ar (lllo u. fr-1•1 tor tho .. '"'-·ZT 
ot \lie treanl')' n1r, . 

I retor te ~ telocr- 'fJ'-Ue, 4ate4 Joo l, Y .. '-1'4q 

1 NY Dr, ~. 1ltle acua H'f1 .... tho atd .. ot tho ltali1U­

saU• Jleuol, .. ratoPH4 te tile..._. 1a otr-•'•"• 

a1noe the .... uaun ot the lf.U ltali£UsaUea "«re-t, 

an& 1nd1•~ tllet ta "'-•• ot u.. ebaap an& pa:rttnl.arlr 

1n "'-"' ot u.e tan Uaat ne acn-at hae liMa J'eft&oro4 

od of 4ate ~ the oleHP reldtone ltotwon tho Un1 h4 

Statee 8114 Clalaa ataM U wae aahro4 tnto, be h wonobrta& 

whether 1t to aot aow ttao to rooonat4or tho aero-at, 

Ho ulte Uleroforo that I ~nforaallr oCND4 1011 od •• to 

whether ,. .. ~· protor (a) U.t tho 1141 acro•ont .... 

h11'111nato4 aa4 a U1f apoo .... , 'llo llOpUatM, or ( 'II ) tllat 

tho l Hl. ..,.. _ _. 'llo ronoo4, 

1, Dr, luc ta hio oonwor.,ttoa with .. appoare4 to 

ban peat Mlltla..H la hia akllt)' to nepUato a now 

acro•nt watell ~· " •r• ta'ftlra'blo - China, .... 1 

un4orohn4 tllat "- - Hnt14olloo wao d1oployo4 1a Ill• 

.u .. aooloa ot tho tiatteP wi tb hi a l1naaH Mlnlatl')' •awUora 

u4 wUh U.O Ohtaooo •-Mre ot tho ltall1l baUoa Boar4, 

all of ....._ tawoi'M rn0¥1111 or at tho aoot rona1a1 tllo 

proa•t acro-t. I boar rollalll.r \hat Dr, IDftl hu not 

1n~·-nr oal& tllat ,. lHl aero-nt lo not a r.o• 

oao u4 1a pai'Uwlar !lao ol1Jooto4 to tho rtrat eon onoo 

of .........,. t wbero'llr ,. .. onl4 aatldorall)' toPataoto 

the aen-oat at ao 4&1'o noUH. On ••oral •••••tone 

Dr. ~Wac blaHlt haa .. ntlono4 tbd ho wtllhoo foro1p re­

preeontatlwoa to M ro'alno4 oil tho Boar&, lid Mro naUon­

aueue o~oreloo ~tho pro••" of f~p reproeonuu• .. 

on 'bo Boa!« aa a teNpttea ot Chinno oonre1p'J, Y .. -

hl'4q Dr, Kalla tnfonao4 u Ulat 111 .... no10t1aUono tor 

• new agreoaoni are opened China will au ropar.:ont toii'IIO 

1donUNl with or ata1lar to tho II ot the LenG- oa11 al'l'onso­

• ento, 

II. .t.ppareft'lr peroonal -.ott••• ••7 1n par' aotuato 

Dr, lans'o doo1.ro to n~&ot1ato a DOW asrooaont , It oppoaro 

that Dr. T. V. ac.:.. ••• reoo-ondo4 renewal or t he 1941 

agrooaent. Dr, laa& would Hko to ohow that he oan cot 

a bettor agreoaont than Dr. Soonioool4 got, and aoroo•or 

an 
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u qre• .. ' tree rrea a117 ot tho "•Upaa• ot tho ln"ul 
, .... \1... P .. dlll.7 another tuter 1• a w111b te na4 a 

Job tor! . L ....... J••' appolato4 ~••••. Lo,atloa aea-.r 

'• tha 'PI'Ol1111na1'7 41aftadoaa •• latoraaUoaal aoaotai'J 
oooparaUon. If ftoll a Jolt voro p ·na ! • L. Ioong, wile wsa 

for .. r~ -&Jar at \M IOiltlnoootoi'D !ranrporuuoa a....., 
vhtoh ha4 tho •DOJ01.7 of tratna oa Ulo hfta lloa4, p~ 

•uab17 he wu14 rop1aM J:. P. Chen •• aha1 ...... 

III. Ot oo•ro• broa4er oona14oraUona of • pOllOJ 

11111 aowralno 70111' rouUoa \a l>r. I:IIJIC' • qu .. u on, "' 
I f .. 1 n ., •••7 te ropen ., 1aprou1oa 4orl•o4 froa 
obaa ... at1on• bora Ulat prolorYat1on of tho 1141 agro .. aat 

eeeent1all7 1• 1'• proeoat fora 11 \o tho 1ntereete of 

China u wll •• of tho UaUo4 ltatoa. 
.· 
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!!!!l'I'ISH I .OOT SE:C!Wr 
U.S. SECRl::I 

O!'~L roo. 188 

OffiCE 
<;ECREl 1\ll'l' Of TRE.t.SUR~ 

.. ··~· ) l't.l 12 22 
~~J "\}1' 

COPY NO._J J 

lnforcation recciv.:d up to 7 o .m., 9th June, 1943. 

1 . ~ 

HEDll'ER!WlEAN. Jrcl . Ono of H. l .. SubmDr ince t orpcdocd on 

8 , 000 ton Tonkcr North of i!ESSINA. 

~ . ~IR CH!lATlONS 

':lFSTER.~ FROliT. 8th. Fighter• opvroting ovor HOLI»ID, 

SICILIA.~ CHAlnn:L. 6th and 7th. P..Jl'l'!'.LlERlA attack~d by 

!l26 oiroraf't . L65 tons boobs dr opp<.-<1. Coubot caowltiu - Eru.qy 8 , 1 , 4; 

Allltd ), o, o. 
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!l•rbert 
3r.:Rton : 

HJ.IJr : 

a: 
~:1-!Jr: 

C: 

:J : 

H!·!Jr : 

0 : 

HI·!Jr: 

3 : 

'iMJr: 

U. : 

Yes. 

June 10, 191! 3 
ll : JS a . m. 

I want to make a r ecord of this call, Rnd I've 
only go t 9ix minutes t o dn it . 

Yes . 

And I' ve go t to talk ~wtul rest. It you want 
to talk with Bell af terwards bPoauae I' ve go t 
to go U? etairs t o see Mrs . Mo rgenthsu. 

Yes . 

Now the main thing l e I want t? meke e record. 

Yes. 

And I'll telk teeter then they cen take i t 
dic t a tion. 

Yes . 

141 

"My dear J.!r. Presi dent : On June I 'fr o t e you 
e let t er, CO?Y ett•ohed , edvl ei ng you or a meet­
i ng that tcok place in my offi ce to di scuss the 
tax ~?llcy . May I poin t out t o yo'J that you 
appro ved of this meeting in edvence. (Paragraoh) 
I aleo repor ;ed on the meeting e~ Ceb1ne: at 
which Mr. 9y rnes was p r ePent. I t wq~ tec1ded e t 
he meetlr~ tha t the Congrea@i?nsl cem~~re oreeent 

voul<! think the :.a t:"r over end they a eked to • 
come back aga1:1 or. J •me 1 'ith. (Pa ragre-::h) The 
enclosed cliop1ng rrom the New York Tribune 
announces ~~at the meeting w111 take p~ace. (Nov 
:ha~ 1s on page 12 at tht tnd ~ r : olumn l, 2 , }, 4 , 
5, 6 starting "Sene t" r Gtorge enld .... • 

Uh huh . 

I t ' s the end or that articl e. Anybody can l ook it 
up. 

Yea. Today ' e He rald-Tribune. 

Hello? 

.._. 

.. -
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0 : 

!!MJr : 

0 : 

HMJr : 

G: 

Hl~Jr: 

0 : 

HMJr: 

l!MJr: 

0 : 

HMJr : 

- 2 -

To~ay ' e Heral~-Tribune. 

Yeah. 

Yeah. 

"In view or Mr. Byrnes ' announcement of his 
interest in future tax oolioy ar typically re­
ported by Mr . Crider i n the New York Times today 
and the general interpr etatlfln by the oreee that -
quo te - (end nott I go to Crider 1 s ar t icle on the 
front page or the Times. Where the heck is tha t? 
Wher~ ' e Crider? Walt a minute. We had it. 
~~ere ' s Crider? Her e . Ob , yec . ) The article 
etnrte: "Following eo cloeely upon the President 's 
press conference ... • - ~nd it ends- • •.. . Y.r. 
Morgenthau will no l onger be ~~e Adoin1stration 1 s 
:ex policy- maker.• 

Hmmm. 

"I would a ppr eciate your advising me at your 
earlie st convenience whether you wish me to hold 
the meeting on June 15th , and I would like to 
reel free to show your communicati on to the con­
f er ees and , better ye t, make i t nublic . .. " 

Yes. 

• .... because 1 ! I am t o cont i nue to represent you 
b~ore Congress on tax matters , this is ee sood a 
t 1me ae any to clear uo the conf uai c n due to the 
et a teiDen t - due to the eta temen t made by Mr. 
Byrnes yes "erday.• 

Yes. 

"I can assure .. . " - ~·n1: .1 cc1nute - "I can assure 
you presen"ing the Ad!Dlniltration ' s tax progr AID 
befor e Congress t or the last 9i years he• been a 
thankless task and one ot ext r eme difficulty, and 
if you w~uld prefer t' hnve someone else do it, 
pl eoeP say so now. " 

Uh huh. 

"The Treaeury led ~he fi~ht fnr four months egAinst 
the Ruml ~lan , end wi th your gener ous ass1e~ance 
b~st the Reoublica~ machln• thr ee times. ~~rlng 
t~t pP.riod' I succeeded 1n brlngin~ togAthe~ ln my 

(C n: ':! . l 
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G: 

}{}!Jr : 

~ . ... 
HMJr: 

G: 

G: 

!!Y.J r: 

G: 

Hlt.Jr: 

G: 

HMJ r : 
, , .. 

- 3 -

office J ohn McCormack and Bob Doughte n and 
having them bury the hatchet. Ar t er wha t I 
had - after what I (wha t ' d I say? ) - whst I 
had every reason to bel i eve woe e comol ete 
victor y f or the Admini stration in the.House . 
Just as sonn as the bill went to confer ence , 
Mr. Byr nes s t euped in and pr oceeds to re0r e­
sent the Admini stra•ton, leav1ng ue out i n the 
cold and 1n ignorance or what was going on . 
I t would only be natural t or the Democr a t i c 
member s o f the confer ees t'> feel tha t t!'lle was 
a reuudiati o n of the Treaeury by you. Mr. 
Doughte n infor med ~e that he invit~d Mr. Byrnes 
to eit down with the conferees and give him 
the benefi t o f hi s advice ... . • 

Give • them• the ben en t. 
• . . . . which he refu sed to do . " 

Uh huh. 

"As the bill finally came out or the conf er ence , 
you di d no t get anything you Asked fo r as pr e­
sented to Senator George and Congr essman 
Doughten by l~r . Byrnu." (Now this par t about 
the t our - the four m? n the 1 tA X, you see , the 
fight - hello? 

Yes, yes .. 

That ' s sort or ex t r aneous . 

Yes . 

I don 't know whether w~ vent to ?U t 1t in. 

Uh huh. 

But uo to that po int . . .. 

Yeah . 

. . .. wher9 I ea7- I ' m hangi ng it on .. . . 

Yeah . 
. . .. the f ac t thnt \'il'e 've got~ m~•t!.ng on 
June 15~h . .. . 
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J: 

a: 
l!HJr: 

G: 

:lliJr: 

:J : 

IC!Jr: 

G: 

Hl~Jr: 

G: 

HMJr : 

G: 

l!liJr: 

0 : 

HMJr: 

0 : 

l!l·tJr: 

J : 

.: : 

- 4 -

Yes. 

•. .. and I ' m - I want to know bef ore I go into 
this meet ing ... • 

Yes , uh huh . 

.... in writing from the President, does he want 
us to represent him on the Hill? 

Yes . 

!low what I want 1e y.,u fellows to concentrate on 
this thing. 

Yes . 

I' "' co:w1noed I ehould wri te the letter to the 
Preslden t • . .. 

Yes . 

.. •. ~nd I haven ' t had time to d i scuss 1t with 
Bell. . • . 

Uh huh . 

.... but there ought to be e~ough brains 1n the 
Treasury to take thls l etter .... 

Yes • 

.•. . as I aay, I' <ll - I' m qut·~ oonfl den: I' m all 
r1gbt u? t~ tne oo1nt whrr• I say - whp r e I go 
1n on the ! cur oonths on the Ruml. . 

Yes. 

I ' m not sure of that , ·•hether I w~nt t o say that. 

Yes. 

But I do war. t to say Just whH I <11<1 . 

Yes . 

y ..,u k new . 

Y~o . 

t44 
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:!KJr: 

G: 

!!MJr : 

0 : 

P.MJr : 

G: 

!lY.Jr : 

0: 

:!l'.Jr : 

0 : 

HMJr : 

G: 

?lY.Jr: 

a: 
::MJr : 

G: 

HY.Jr: 

() : 

f!l.lJ r : 

- 5 -

!low talk 1 t over and I ' 11 - I got to go up­
etaira, and I'd like t o have you talk wi th Bell 
e minute , eee? 

Yes, yes . 

And then when I come down he can give me his 
r eaction. 

Yes . 

And then I have Mi se Duncan here, who 1s 
l~N.one;t ' e ;>rivate eecretar:r 1n Secret Service ..•• 

Yes. 

•... and she is available to take down any 
correc t i ons or vera1ona o r - of what you want 
me t o say . 

I see , yes . 

Do you see? 

Yea. 

But I t~nk I' ve got to eny something , and 
rortuna~el;t the Tr 1bunP eaya the meeting l s 
taking place on the 1 5th. 

Uh huh. 

Rdlo? 

Yee. 

So I' ll never have a bet·~r time to Get ~e 
Pr eeldent to say, doee he •·snt u• to go on 
or G.oeFn 1 t he wont us to go on? . 

Yes , y es. ·~ell , we ' r e t~ call back end . .•. 

·~ai t s o1nute. I 111 l et you t Rlk with Bell .... 

Yeah . 
.. .. Rnd then he ' ll be h~re in thl e ro~m , end 
the y~ung l ed;( wlll. ..• 
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HI!Jr: 

G: 

:r.:Jr: 

J : 

::>aniel 
Bell : 

Q: 

B: 

Q: 

B: 
.. ... 
B: 

) : 

B: 

0 : 

=. 
~ · 

G: 

B: 

J : 

- 6 -

Yes • 

. . . . . do the ':>est she can .... 

Yes • 

.. .. and type it so we have o oooy , and she 'll 
be available it you want to make corrections, 
see? 

Yes. Al l right. 

Ju9t a moment . 

Yes. (Ye~ . yee. Could you 
Could you - should not b e? 
whet he said about tho .... ) 

Hello . 

Yee , hello , Den. 

hear that , J ohn? 
You - you hea:od 

All right . You got i t , , di dn ' t you? 

'ilell, I - yes. 

I s the l~ud- soeeker working? 

I got - what's that? 

Is the l oud-s">ea!<er wor~ins? 

The loud-~'leaker i s - i9 working faintlY but 
they 're ge': t lng it. 

I eee. 'ft'ho - 1e Paul 'baclt? 

Paul 1s not back. J ohn . •.• 

You con ' t know ho·• that o- nt erence . .•• 

Hello? 

You don ' t know how t hA t c?nference .... 

I do no t know how tha t c?nference ~<en t on -
went .m. I c~uld - ? ne of us coul cl ~ll l' !>ul ' e 
: fflce anC. ,;ee whe :her ~!vy ' ·1 e ~eF rd . r om o la: . 
i!Arry . ... 

t .f6 
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B: 

o: 

a: 

J: 

6 : 

B: 

G: 

" ' ~ . 

0 : 

~ : 

0 : 

B: 

.): 

a: 

~ = 

B: 

- 7 -

Well , he's supposed to be in there, and 1r he 
i sn ' t back, why- I mean if he isn ' t there, he .• .. 

Harry - Harry i s going t o cal l hi e office and flnd 
out ><hether he ' s back. He ' s going- he ' s having 
Fi t ~ call and see ~ne ther ho ' & back , yeah. 

I thi~~ nne of the queeti one we ' ve got to decide 
tlret 1a whether the Seoretary shoul d eend that 
l e t t er. I t ' s ano ther threot to r~eign .... 

It I s .... 

•.•. and .... 

'!ell , it ' s .... 

.... I don ' t blame h1m much. P~ving r ead all the 
a rticles this ~orning, i t cer tainly plays up the 
Byrnes e1de of this ':licture very favorably from 
hi~ atsndo~int and .. : . 

Well , i t ' s .... 

.... ~la~e the Secretary pretty much ~ n the !ece . 

Yee , lt .... 

Not or~y thls one , our i n fore· ~ esvlnge thing 
~ couol e of days ago - wse Just o ror~runn~r. 

Yea , yeE. I t 'e- 1t'e not ~xtctly WhBt you call\'d 
i t . I t isn ' t exactly a thr eat to resign, but 1t e 
!llllrch1ng Ul> roe hill •.•• 

Yeah . .. . 

. . . . where yr;u - you e1 ther h11ve :e Jumr ~rr or 
march back ege in. 

The t ' s right. 

Yeah. 

•.~ell , now »hat he wanu , of c' ur se , 1e to get 
e-:tme thing in '•rl tlr.g r r 'm the See . . - from the 
?resident .... 

Yes. 
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•••. eo that ..•• 

Ye e. 'Hel l. •• . 

.•. . he can show that to the grou9 next Tueeday. 

Yes. Paul - Paul ie not back - Paul is not back, 
and nobody 1 s heard from him. He has a dete t or 
lunch with- with Vineon, end I -he may go 
directly from that conference . He's told me that­
he told me that he would - he to l d John that he 
w~uld t r y to call him bef ore lunch, and he told 
me that he would call me if he could get an opp~r­
tun1ty before lunch, but we have not heard from 
him. 

Send h1EL word the t I thtlugh t thtt t he ought to 
cell the Secretary sncl tell him the reeul t s or 
the confe r ence. 

Ye~ . I thlnk he should. 

I think he ought to c ~me back end go over that 
let t er befor e he goes ~o lunch- With you all. 

Yes, I - we ehoul cl t ry to get him. 

I th1nk so. 

Yeeh. Well , now where are you, Dan? 

'i e 1 re in the hoe pi tal. 

Uh huh. 

And t;he oper,.tor there ltn~w~ how to get this 
r oom ... . 

Yes • 
.. . . ancl I' ~ going to stay here , and at least­
I' m going to etPY here tor lunch. 

Uh huh. 
And then ~e go uo to Dr. Burgees ' office, which 
1s Dick Pattereon ' e r ,rm~ r of !1ce •... 

m-. huh . 
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•• .. about t~o o ' clock or a little after. 

Uh huh, uh huh. 

The girl's gone downstairs now to wri te what 
the Secretary d ic tated. 

Yea . 

And we ' ll g~ over 1 ~ here 1 end I - he'll be back 
i n about a half hour. He a going up to stey 
with Mrs . Morgenthaa whil~ th~ nurse goes to 
lunch. 

I see . 

And he ' ll be back probably around half - past 
tvel ve . 

Uh huh. 'ilell, we'll get th1e thing written out 
and discuss i t , and we ' l l t r y to .;et Randol 9h 
end have hi m get e look at it, end -and then 
we ' ll- and then we 'll get you bock 89 soon as 
•.ce can. We 111 - thll t ' 11 - it may be - i t may be 
a hal f hou r or it may be an hour. 

Well , I think that the Secretary is rather 
anxious to find out what went on at the confer­
ence. 

Yes. 

And as soon as Paul comes baok , you might ?ut ln 
a call end let me have that •... 

Yes • 

.••• whether the Secretary' s beck or not. 

Yea, yes. 

All right . 

Right , Dan. 

I' ll hPer f r~m . .•. 
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~ : Walt a minu te. J ohn has something he wants to say. 

3: All right. 

t; : ( T10ll<S as16e) J ohn reminds me or hi s - ot h i e confer­
~nce with Byrnes this morning. He talke6 - asked 
Byrnes ! or hie advice on whether he should go on the 
s ir tonight with that broadcast explaining t he col l eo­
tl~n et the source •..• . 

s: :teah . 
J: . .•. end Byrnes said , "No . " He aa1~ , "Nothing has been 

decided. ••e 're - the thing haen ' t been :hr aahed out. 
~·'re going to - we're going to thrash it out at thie 
~eet1n~ th i e morning, and I ~ouldn 1 t do anything. I 
vouldn t put ~ut anything, end I wouldn't decide to 
go on the air until - until you know eometh: ng mor e . • 
And he asked h i m 1f he ooul6n1 t pu t orr the broadcast 
until eo~e other day. 

3: There ' s no 1nc1cation that the bill might be s1gne6 
today? 

0 ~ No. 

S: \~ell, then I think John 1e ln 11 h?l e . 

J : :tea •..• 
3 : John- he can't go on the ai r , an~ certa tnly - and I 

voul~n ' t :&Y.e anybody's vord tor it. 

~ : John says Byrnes ea1d that :he bill poe1tively would 
not be signed today. 

3 : Oh , would not? 

G: Uh huh. 

B: '.4ell , then I woul dn ' t get the Trel\eury out on that 
11mb •• . • 

J : No • 

B: •..• because the Pres i dent mi ght change hls m1n6 on 
th1e thing, even th~ugh h~ a&id h~ ' s ~c1ng to sign 
1 t . 
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Yes, he might • 

I wouldn ' t take that chance. 

Yee , yeah. Well, I didn ' t have the chance to talk 
t o the Secretary. I haven ' t yet talked to Steve 
~rly . I wae pl anning to go over and talk to him 
abou t that forced &Bvinge t hing, but I dnn 1 t thin.k 
I'll do that without checking With the Secretary 
age ln. 

'Nell, I'm going to- I've got Fred Smith ' s and 
Chic Schwar~' suggested antwer and - or question 
&nd answer .. . • 

Yee, I have it • 

•... and I wanted to ~o over the: with the Secretary, 
and then I thought I d give you a ring. 

Well, I •.-as planning to cake that over and ~ iscues 
the matter wi th Steve, but I ' ll walt until I hear 
trom you , Dan . 

I think eo. 

Yeeh, yeah . 

And I thought I ' d like to d1ecuee lt with ~he 
Secretar y . In vi ew or whs t ' e happened, maybe 
he 'll want to let ~hat go and the whole thing 
ought t o be cleaned up •. .• 

I t may .... 

•..• all done at once • 

.... lt may be so. Now John hA t got e vord he 
want e to say to you. 

All r i ght. 

I d i dn ' t want you to mlaunderetand, Dan. I to ld 
him that I had taken the ooeitl~n that we would 
r elease no forme and make no etetemPnte until 1t 
WI' a signed •... 

Uh huh. 

LSl 
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. • . • end he sai d, "That ' s absolutely right.• Then 
I sa i d , "Well , I' d better oanoel this broadcast 
unless the r e 's •ome chance it wUl be si gned t oday . " 
He eaid, "You go ahead and cancel i t." 

Yeah. 

All •• • • 

'iell, I agree "'i th that. 

He d1dn 1 t say that i t positively would no t be 
signed, but he eaic! he vee .... 

Re said it pos i tively would not be signed today? 
• 

No , he dld not say that. He asld that- the 
answer to the - my inquiry ae to whe ther it would 
be signed would be, "No , becsuse it hadn 1 t been 
thrsehed out . " 

How long - how l ong befor e the broadcast could you 
cancel i t . 

I talked with the studi o right after I talked with­
with Byrnes and t old them the situation, and they 
sa i d, "'<lell, we ' re deeoerately hoping that something 
wil l chang e, and we ' ll hang onto this until twel ve 
o ' clock o r sometime a l i ttle later than that • ... • 

Ub huh . 

• •• . • and if you hear ot any chsnge, call us . • 

I see . 

But unless the President au1ke1 eome statement or 
eigne i t , I do not want to make a broadcast . 

That ' s righ t . I wouldn ' t do that. 

Right . Jus t a minut e. 

Or if you can hold onto it later and then 1f some­
thing comes ~ut , why , go aheod and ~eke it . 

Oh, yeah. Tha t ' s right. Wait a minute. 

• • "l 
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JUl right. 

Here ' s Herb. 

All right. 

- lJ-

DBn, the Secretary asked me to give out an item 
this morning - to h~tve Schwarz ' office give out 
an i t em, and it's - this 1e the version on Dow­
J ones t icker. You might want to menti on i t to 
the Secretary: "Washington - Dow- Jonee -
Ra ndol ph Paul, Treasu ry tax authJrl ty, will 
substitute t or Secretary Horgenthau at the 
aaeeting called today by 'liar Mob111zat1~n 
Directo r Byrnes t~ ooneider pay-aa-you-go tax 
progr am. Meanwhile, Secretary Morgenthau will 
conf er i n New York with Un~er Secre tarJ Bell on 
the f orthcoming tlnsnolng pr ogram or the 
Treasury. Secretary Mor genthau had gi ven hls 
pay-as- you-go views t o the President about a 
week ago , an~ t or that reason i a not attending 
the Byrnes Peesion today . Other s to confer 
with Byrnes a re Budget Director Smith and 
Eoona mio Stabili za t i on Director Vinson. Treasury 
otf1o1als de not anticipate any a nnouncement 
out, or the New York o?ntJJrenoe today on the 2' 
billion fina ncing pr ogram.• That 's- tha t ' s 
what he asked me t o get out thie morning, and 
it'e out. '!l 

(Laughs) I won~er how that Will set? 

I don ' t know. 

That he ' s gl ven hi • vlel(& to ·r.,. Pr•sident ·~ r: lt. 

Yeah. 

(Laughs) All right . 

I t ought to be - yeah. 

Thanks a lot, Herbert , ~nd I' ll be ln touch with 
you later. 

Yeah, well , all rlght. 

Fine. Goodbye. 
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.. ~ <3 t.ht.Nto'r e , wW i.Jmi:di.aW:ly be toHowtd 'by t.b!J t"u.ll~t&t. poadble (' .. , 
~ ~ 
' '""r' rot.a1Ut.1cn upc;n DJ:nit.ion cuntA.Lrt, auport.l anti t~Uk:r ill1t.&r7 " ' 

"''; ' " obj4a4:\1v~t t.hrou~JboUt. ~ whole .txt.cnt. of t.ht t.wrrlt.orY of !lueh <.:::_. ' 

' ..... ' 

.) 

' • 
' 

, .Ull coun\.ry. 
-~ 

r 
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Secretary's draft ~1 as dictated 
over phone 

Y~ dear Mr. President: 

6/10/43 

On June I wrote you a leiter a copy attached, 

advising you of a ' meeting that took place in my office 

to diecuse the tax policy. May I poi nt out to you thnt 

you approved of this meeting in advance. 

I aleo reported o~ the ~eeting at Cabinet at 

which Mr. Byrnes was present. 

It wae decided at the ~ee ting tha t th~ Congre·ssional 

members present would think the mat t er over and ~ asked 

to come back on June 15th. 

Tho enclosed clipping from the New York Tribune 

announces that the meeting will take place. (page 12 at 

the end o f column 6, starting •senator George said" j the 

end ot tha t article) • 
"! 

In view o f Mr. Byrnes ' announcement o f hie interest 

in future tax policies as typically reported by Mr. Crider 

in the New York Times today and the seneral interpretation 

by the pre as that (and now I go to Crider ' s article on the 

front page o f the Times) •Following ao oloeely upon the 

President ' s press conference• and it ende "Kr. Morgenthau 

will no longer be the Administration's t ax policy maker,• 

I would appreciate your advising me at your earliest con" 

venienco whether you wish me to hold t he mee t in· on June 15th 

158 
.... 
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and I would like to feel tree to show your communication 

to the oonterrees and, better yet , make 1t publ i c , because 

it I am to continue to r epresen t you betore Congress on 

tax matters thie is as good a time as any to clear up the 

contusion due to the statements made by Mr. Byrnes yester-

day . I can assure you presenting the Administration's 

tax program bet ore Congress for the last9t years bas been 

a thankless ta llk and one of extreme ditticul cy and it you 

would preter to have someone else do it, please say so now. 

The Treasury led the tight tor four months againet the 

Ruml plan and with your generou s assistance beat the Re-

publican m&oh1no three times. During tha t period I 

succeeded 1n bringing together in my ottioe John McVormack , 

and Bob Doughten and having them bury the hatchet. Arter 

'llhat I had every reason to bel i eve waa a complete victor y for 

the Administration in the House, Just ae eoon ae.the bill 

went to oont erenoe Mr. Byrr.ee stepped in and proceeded to 

represent the Admini stration, l e&ving ue out in the cold 

and in 1snoranoe or what was going on. I t would only be 

natural t or the Democratic members ot ~he conferees to 

feel th&t this was a rep~ation ot the Treasury by you. 

Hr. Doughten informed me that he invited Mr. Byrnes to 

e1t down with the conferees and give them the ~nef1t of 

159 
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h1a adv i ce, which he refused to do . Ae the bill finally 

came out ot the conference , you did not get anything you 

asked t or a s presented to Sena tor George and Congressman 

Doughten by Mr . Byrnes. 

This part about the ~ monthe t ight, that is sort 

ot extraneous. I don ' t know whether we want to put i t 

1n, but up to that point and the tact that we got a meeting ••. 

on June 15th, I want to know bef ore we go 1nto this mee ting 

in writing trom the President doe e he want us to represent 

bim on the Hill. 
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6/10/43 
( 
IDJ,Jr's draft of letter which he composed 
in New York, dic tated to a s tenographer 
and then phoned to the Treasury group . 

. . 

( 

• 
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The PruidooDt ot tlw Dnit.d Stat.o 
Woohincton, D. c . 

.... Tort. w. y , 
J\JM 10. 19113 

DD J\JM I wrotoo you a attar, a oopy attaolwcl, 
ad'filiDC 1011 ot a -tiac that took plaoe in 11\Y ottioe to d1o011.11 
tlltwe tax polioy. ~ I poiDt oDt to you tha t you appr""'cl ot 
..., holdiJIC thil ••tine in aciY&Doe. 

I aloo reported on the - tiDC at Cab1Det, at 111hioh 
llr. ByrDeo wu preoent . It ,... deoidoocl at the ••t1DC that 
the ooacreooioD&l •llbero pn .. nt would thlDlc tM •tter onr 
and t~ Ulcecl to 0 ... baOk apin OD J\JM 15. !be IDOlOMd 
olipp traa the .1\u>e tenth .., York TribuDe ODDOUDo .. that 
tM -tiDe will toke plaoe iD lilY ottioe on .11u>e 15. 

lD n,.,.. ot llr. Byruto• - ••Dt ot bio iDtereot iD 
tutun tu polioieo. ao typioally reported by JobD a. ...,...... C...~J;..J 
1D t1w JuDe tenth 'lew York Tiao and the s-ueral iut.rpre tatlou 
by the preoo thata 

•rollowiDC"I f . 2looely upon the Prelideut• o preoo 
oootereno"yeot.rclay iD taYOr ot OOIOpllloory 
o&"fiJICI, * lob ...... oonatitulood U a repucliatiOD 
ot Seoretary llor s-athau • 1 inaioteooe upon 
TO}UDt&ry la"f1aco1 'fiD~-Dt tha' llro J!~l 
wu eoiac to - a!]riH-iD"RhapiDC1tutur• tu 
polioieo l e e! ObM rYOrl to the OODOlllliOD that 
llr. llors-utbat.a will - lous-r be the .l.clociD1otrat1on• o 
tu polioy -r, • 

I would appreoiat. your acl..t oiDC .. at your earlieo t oouo.nienoe 
wbether 7011 wiob .. to hole! tba -uac on J\JM 15, and I would 
liko to tMl tree to l hOW 'four oo.-mJ.oation to tho oontoreeo, 
and, bettoor yet, - it publio , beOIWIO it I aa to oontiDue to 
repreoent you betoro Coacn•• on tu •tt.ro, thlo i o ao r;ood a 
tt.. ao any to olear up the oootuo1on em. t o tho ota-nt •dot 

by llr. l!yrneo yeotoorci&T• 

I oan ao....-. you, prooenti.Dc the .t.claiD1otratlou• 1 tu 
procraa betoro Coacnoo tor the laot niDI and --halt yearo 
hao been a tbaDicleoo taok •d oDI ot -- d1ttioult7, and it 
you would pt"'ter to haft .... - elM do it, pleaoe oay oo now. 
!be freU11Z7 led t)w tipt t ar tour .,nthl apinl t tlw ~ Plan, 
Mel with your C•Dirou aooiltano• beat tM bpublioan aohiDe 
three tt..o. Throuch that period, I ouoo .. dood in brinr;iac tos-ther 
in lilY ottioe .rohn lloOoraok and Bob DouchtOD &Del han Df> thea bury 
the hatohet, att.r what I had nery roaoon to belieft Wll a oo~~pleta 
notory tor the J.dainiltratiOD iD the RoliN• 

v 
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JO>ot u the PreoideJlt .uta to oollhr, '*"· ll)'rM• 

1 tapt in and prooeedl to repr .. ent t1w .l<toinia tz-AtlOil, ln'fillf; 
'" 011t 1Jl tlw oold cd 1Jl lpoor- ot 11bat 11 , ol.Jl, 0 11, It 
would onl:r be natural tor COIIUelllollal liallbare or oolltereaa 
to ttel that thil wu a repudla tioa ot t1w trea.....,. poUo:y. 
liT. DoucJttoll l llto,..d • that be 1Jl'fi tad llr. ll)'rMI to 11 t 
dO'WJl with oollterau to p ft thea tlw baD&tit ot bil actnoe , 11blob 
b• r•tulld. to d.o • 

.la th• Bill o- out or Collf;l' .. l, :you did not , et 
~1111 :you aalood tor , u pre HBtad to Senator O.orp and. 
COJll;r•u.., DoUC)ltoa by llr· B:yrnea. 
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Cp-.ra tnr : 

Herbert 
Ose ton : 

G: 

;!li.Jr: 

J: 

'lMJr: 

J : 

:-1:~Jr: 

0: 

HMJr: 

a: 

i!J.!Jr : 

\i : 

H;.1Jr: 

HMJr: 

:l : 

Oo ahead. 

Hello. 

Oo ahead. 

Yea. 

Herber t ? 

Yea. 

Henr y speaking. 

Yes. 

Wha t do you know? 

June 10 , 19113 
1? :112 p .m. 

We h~ve been diacueaing the pr oposed l etter .. . • 

Yes. 

We think that- we 're- we 're prepared to 
suggest some minor changes i n the fore part 
or the letter •..• 

Yes. 

..•. and we all reel that it would be better 
not to i nclude the la tter part whi ch you 
were 1n doubt about, involving the pest 
histo r y . 

Oltay . 

I' m - I am Just now engaged in redictating 
t he l etter to Mise Chauncey , which i s the 
substance of whet you tllid ln the fir st 
page and the fir st half a doten linea of the 
second page. 

But you're not reedy yet. 

We 're not qu i te fl niehed, and Rand~lph le 
still t ied un 1n thtt confer!nee over ther e. 
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G: 

f!MJr: 

0: 

HY.Jr: 

G: 

!iliJr: 

0: 

HMJr: 

G: 

!II'.Jr: 

G: 

HMJr: 

0: 

HMJr: 

G: 

- 2 -

I see. 

They have agreed to call ua aa soon sa the 
conference breaks up. 

I aee. He' s still over there? 

P.a•a atill over there, yea. 

Good heavens ! 

Did I - did - did Dan tell you about the Dow­
J onea a nnouncement carrying out our conversation 
ot last night? 

No. 

Wall , thi e ia the i tell trom the Dow-Jones ticker: 
110:36 - Randolph Paul, Treasury tax authority, 
will substitute tor Secretary Morgenthau at the 
meeting called today by War Mobilization Director 
Byrnes to consider pay-sa-you-go tax program. 
Meanwhile, Secretary Morgenthau will confer in 
New York wi th Under Secretary Bell on the forth­
coming financing program or the Treasury.• 

Good. 

i65 

•secr etary Morgenthau had given his pay- as-you- go 
views to the President about a week ago, and for 
that reason 1a not attending the Byrnes eeeai~n 
today. Others to oonter with Byrnes are Budget 
Director Sm1 th and Economic Stab111tat1on Dir ector 
Vineon. • 

Yeah. Well, that story ie perrect. 

Well, that's- they- they put lt out Just as 
we gave i t to them. 

That's perfec t . 

Uh huh. 

Well, now I' ll t ell you what I think we'll do 
so we'll know all around •.•• 

Yeah. 
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G: 

tw.J r : 

G: 

l!JI.Jr: 

!!Y.Jr: 

G: 

HMJr: 

G: 

Wr: 

() : 

H!Wr : 

G: 

Hl!Jr: 

G: 

HMJr: 
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•••. I thi nk Bell end I Will go hsve a l i ttle 
r ood . • . • 

• 
Yes. 

•.•. end we'll cell you beck , say, around two? 

Around two, yes. 

How will that be? 

Yes. 

Maybe by that time lliae Chauncey ~<111 have .... 

Will have - she'll he ve by that t ime a drs!t 
or our revision. 

Well , ! wonder it ahe coul dn't dictate it to 
Miss Dunca n. ! wonder - how l ong wil l 
Chauncey take? 

She can redictate it to l4ias Duncan almost 
immediatel y. ! can t inieh dictati ng to her . 
She could - she could read right now. She 
coul d read right now the - the thing, and 

ehe has all or the changes r1Bht now. 

She has? 

Yeah. 

!fell, then why don 1 t I leave Ml as Duncan 
here in this room a nd ahe could take i t .. . . 

Yea • 

. ... and then retype it t or me, and then &~e 
can have her l unch. 

Yes. 

Just a moment. 

Yes. 

or could ahe call back in - e~y , call you back 
in five minutes? 

• • • 
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J : 

HHJr: 

G: 

HMJr: 

G: 

ill!Jr : 

" ' ... 
:!I'.Jr: 

0 : 

HMJr: 

G: 

Hl4Jr: 

G: 

'!MJr: 

G: 

ii!o'.Jr: 

3: 

liMJr: 

il : 

H!'.Jr: 

0 : 

:!I'.Jr: 

" • ... 
Hl'.Jr: 

- 4 -

Call back tn f1v e ~nutee would be all right, yes. 

Oh. Well, why not - let ' a leave it th1s way. 

Uh huh. 

Hello? 

Yea. 

'Allen !Hae Chauncey 1a ready ...• 

Yea. 

•••• ehe oan go back to her room .•.. 

Yea. 

...• and call Miss Duncan over the Fed. 

Yee. 

And cell her on Regent ~-)441. 

Yea , yee. 

Carr e know3 where she is. Mise Duncan will ei t 
here un til l'.iae Chauncey •... 

Yea, and ahe •... 

•... cells her beck. 

M1&a Chauncey 'tf1ll call her 'n Regent 4-)4bl. 

Yeah, and then Miss Duncan can type 1t • .. . 

Yee • 
...• and by the time I'm through my lunch ehe ~en 
have it. 

Right . 

Okay? 

Okay . 

And then - hello? 

• • • 
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HMJr : 

G: 

HMJr: 

.. 
' · 
'iY.Jr: 

G: 

HMJr: 

0 : 

HMJr: 

~: 

HMJr: 

0 : 

HMJr: 
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And 1f ·~e get a hold ot Randol ph, wey, we'll t r:f 
and get him to call you a t •. .. 

'•ell , there' e no - don ' t h11ve hi m bother calling 
me now until two . 

Not- not befor e two . ~ou won ' t leave the hoepi tnl 
until s l::o u t two? 

Well, I'm not going to leave then, but Bell- Bell 
c11me up to talk to me and I want to give him a 
chance. 

~ee, yes • 

He looks very hungry. 

Yeah, well , he talked 11bout your going over to 
see Randol oh 3urgeas at two, but you •.. . 

Well , I' m no t - we may have that man come over here. 

I see, yes . All right. 

But I - I - you feel I should send the letter? 

\fel l , I'm - I - I re~l tha t way , yea. As- a• we 
have i t , I think 1t 1e- I thlnk it ' s perfectly 
pro?er ! or you to aend i t . 

Okay. 

Right. 

Hello. 

, .. 
• 
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HJIJr: 

Herbert 
Gaston: 

a: 
HMJr: 

G: 

IIIIJr: 

G: 

IOIJr: 

o: 

HKJr: 

(): 

HXJr: 

G: 

llliJr: 

o: 

HIIJr: 

Who 1& thilt 

Thia ia Herbert. 

Herbert. 

Yeah. 

June 10, 19q3 
2:22 P. X. 

Bell and I thought that you'd improYed the letter 
greatlJ, and we Jue t made a few little changee. 

Yea. 

The principal one being : 'To be reeponeible to 
you tor the deYelopaent of tax polic1ee and •••• • 
Did rou see that onet 

Yea. 

•It I continue to be reeponeible tor you tor the 
development of tax polioiee• -- do you wan t to out 
out the res t of th&tt 

No, no. I gave 1t all to Ohaunoay. Hasn't abe 
given it to yout 

No, aha haen1 t. (Talks aeide ) Oh, oh, oh, oh, 
1 ee, she hae. '!:::! 

I gave the whole thing to bar. 

Yee, she baa, theJ tell ae. Yea. 'It - it I'a to 
continue to be reepone1bla to you tor the de•elopaent 
ot tax pol1ciee and to repreeent rou before Congreee 
on tax aattere •••• 

Yee. 

• .••• i t ae eme to ae that thie 1e the time to clear 
up the oontuaion created b7 the statement b7 Mr. 
Byrne a yesterday. 1 Yea •• 

That vee Bell's addi tion. 
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HMJr I 
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Oh, )'ea. 

Because he said, and very ahrewdl)' •••• 

Yeah. 

•••. the President's sure to let B7rnes decide 
the tax policies and you go up on the Bill and 
tr)' to eell them. 

o: Yes. Yea. I think that ma)' be the answer we'll 
get anyway. 

HMJr: Well, at least then we know where ve are. 

o: Tbat1 e right. Tbat1 e right. 

I!MJr: 

G: 

RMJr: 

0: 

HMJr: 

But I thought i t vae a very ahrevd addition. 

Yea, I think ao. 

Yeah. 

Yee. Randolph 1a nov here. He - he could tell 
you something about the morning conference as 
well ae h1s reaction on thie letter , if you 
wan t to talk to him. 

Yee, I do. I' m sorry Bell can ' t listen. I'll 
have to repeat i t to Bell. 

0: All right. I - I - I'll gi•e you Randolph right 
nov. 

I!MJr: Are we making a record? 

G: We - you are making a reoord, yea. 

BltJr: All right. 

O: Yeah. 

Randolph 
Paul: Hello. 

HMJr: Hello, Randolph. 
P: The mee ting lasted trom 10:30 to one.·· • 

HltJr: Yeah. 
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P: 

!IJ(Jr: 

P: 

HMJr : 

P: 

HMJr: 

P: 

!IJ(Jr: 

P: 

HMJr: 

P: 

!IJ(Jr: 

P: 

P: 

HMJr: 

P: 

BM.Jr: 

P: 

HMJr: 

P: 

HMJr: 

P: 

!!Y.Jr: 

- 3 

••.• tirat, 1 111 tell you who waa there: Brrnea, 
Vinaon •••• 

Yeah. 

•.•• Ben Cohen .••• 

Yeah. 

•••• Harold Smith, Warne Cor, Oerhar •• -Gerhard 
Colm and sraelt. 

Yeah. 

'!he meeting •.•• 

Wai t a R1nute. 1 111 repea t that •••• 

All r ight. 

•••• and aee how many people ware at the meeting. 

All right. 

Jim~y Byrnes, Vinson, Harold Smith- okay. 

Yeah. 

He said the whol e gang. 

(Laugha ) Yeah. 

What - what •• • . 

'lhat 1 a right. 

••.. volunteer plan had wi th that gang. 

Well , nov here, wai t a minute . There was present ed 
to the mee t ing a draft aaeaage ..... 

Yeah • 
•• •• rather, tirst , Byrnes atated that the Preeidant 
didn ' t wan t to limit hiaaelt' when he signed thie 
bill to a mere stat ement abou t t he Pay-aa-you-go 
B1ll. ... 

Yeah • 
••• . bu t tha t he wanted to 1aaue a general meaeage 
on the 1nt'la t ion s1 t ua t i on • 

Yeah. 

t71 
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I!MJr: 

P: 

PI 

l!MJr: 

P: 

HKJr: 

P: 

l!MJr: 

PI 

HkJr: 

P: 

HMJr: 

P; 

l!kJr: 

P: 

HkJr: 
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•••• that 1B all - do 1 t all together. 

Yeah. 

The theorr being that he could get more attention, it 
be used this oooasion tor doing that . 

Yeah. 

There waa then preaented to the meeting a - a ten 
page - a nine-and-a-halt page dratt • ••• 

Yeah • 

•••. ot message called, "A Tax and Subeid7 Message ••.• • 

Yeah. 

• ••• that bad been- apparen tly had been prepared b7 
Ben Cohen ••••. 

Yeah. 

. .• Other people ee emed to have eome tamiliarity 
with it, but I had never aeen i t betore. I'm not 
sure , but I think there'• been some private exchange 
or the thing. 

'tlh~ <; 1 e the t? 

I think there had betn eome privete work done on it 
&AOng aoae ot the group betore this .arning, but I'm 
no t eure ot the t. 

Now what 1 s this thing call edt. 

•Tax and Subsi¢7 Message. • 

Wait a minute. I want- I want to repeat i t as I go ••.• 

All right. 

(Talks aside: Dan, Dan, there was a nine-snd-a-h~lt 
page memorandum called •A Tax anO SubsidY Message 
which was prepared by Ben Cohen, ano the President 
said that Byrnee or the President ought to say some­
thi ng on inflation at thia tims anO get more attention 
it he aOded that to th1e aeeeage. ) Paul. 
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P: 

!!Y.Jr : 

P: 

P: 

!!J.!Jr: 

P: 

!!Y.Jr: 

P: 

HMJr : 

P: 

Hl4Jr: 

P: 

HMJr: 

? : 

HMJr: 

P: 

HMJr: 

P: 

P: 

( 5) 

(Telke aside: Be' s tellins Bell) 

Hello . 

Yeah. We don ' t know - I d1'dn 1 t concern myself 
wi th the last six- the la st t1ve or s ix pages 
of thi s, all or which was on the in - subsidy 
ei tuation. 

I 'll repeat, the last s ix poges were on the subsidy 
thing. Okay. 

And i t was said by Byrn es that he was going to take 
that up v;ith J oe and severa l other people . •.. 

Yeah. 

••.• this afternoon. 

Yeah. 

But we di d go over the who l e thing. 

Yean. 

Now the fir st tour or rive pages are on tax •.•• 

.... on tax . 

On taxes. 

Yeah. 

By - by Ber. Cohen. 

YeAh. 

Wonderful . 

(Laughs ) Well, there - there are a lo t of mis takes 
i n i t . 

Yeeh. 
first- let me di vide i t 

(Laughs) Now l et me say, reseln some dis-
into - the first part ~r it i yeo~x~o Billg out sayi ng 
satisfaction with the ay-s ... - (Cont •t) 
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P: 
(Cont ' d.) 

HMJr: 

?: 

HMJr: 

P: 

!ll!Jr: 

r: 

ffi!Jr: 

l': 

HMJr: 

P: 

HMJr: 

PI 

HKJr: 

P: 

HI<Jr: 

P: 

Hl!Jr: 

P: 

HMJr: 

( 6) 

that he ' s goi ng to sign i t anywr.y . 

Now wa i t a minute. (Talks aside) 

Then he - the r es t ot it •.•.• 

Okay. 

I r eel like you're maki ng a speech i n German 
and I ' m translating it. 

Yeah. I t i s something like that . (Laughs) 
Wel l , the rest of the tax part .. . . 

Yeah. 

••. . i e devoted to the need of increased revenue 
to combat inflat ion. 

(Talks a side: ThP r~Pt of i t 1s 1ncreaeed 
creased revenue to comb~t inflation) 

And also to ra i se revenue too . 

Yeah. 

Nov they go beck to the $l6, ooo, ooo, ooo in the 
budget • •• •• 

Yeah • 

• • • • a nd they come out very plainly . ... 

Yes • 

• • •• for cocpuleory savi ng. 

Yeah. 
So I tol d - I r eally d i dn ' t have to tell, but I 
di d repeat your obJection to that . 

Yes. 
And I sai d I wanted it understood th8t wee our 
posi tion and I w~s d1eeue•ing the th i ng X- thPt 
phase of i t . 

Well , now l et me undere tand a minute. 
they were talk ing about s ixteen - you 
bi llion dollare ln r evenue. 

, 

They were­
said s1xt~en 
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that he ' s go i ng to s ign l t ~nyway. 

Now ws i t a minute. ( Tolka aui de ) 

Then he - th• reet or l t ..... 

Okay . 

I ! eel lik e you ' re msklng a speech l n Ger man 
end I' m t r sn slsti ng i t . 

Yeah. I t i s ao~•thing like that. (Laughs) 
'II ell , the reet of rhe ·ax part .. . . 

Yeell . 

. . .. 1e devote<! to ~h• r.•ec! or incr!aee<! re•t r.~e 
:o combat 1nfle•1or . 

(Talks a side : Tnf r~•t t ~t ~~ !~create~ -in­
creased r evenue to comb~t infle"ion) 

And also to ra1P~ revenue too . 

Yeah. 

No .. they go back to th• $16,ooo, ooo,ooo i n the 
budget ... .. 

Yeah • 

• •. • And they come out very pl ainly ...• 

Yes. 

•. . . t or cocpuleory saving. 

Yeah. 

So I t ol d - I r eall7 di dn ' t have to tell, bvt J 
d i d repeat your obJecti on to tba t . 

Yes . 

And I said I wantedl ,t!o'~:~j~! 
poe1t1on and I was 4 
pllaae ot 1 t. 
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tha t be's going to eign i t anyway. 

Now wait a Minute. (Talke aside) 

Then he - the r est o r it •.• .• 

Oka,y . 

I reel l ik e you're making a epeeeh in German 
and I ' m tranelating it. 

Yeah. I t is somethi ng like that. (Laughs) 
Well , the rest or the tax part ••.. 

Yeah. 

174 

, . 
•..• i s devoted to the need or increased revenue -
to combat i nflati on. 

(Talks as i de : Th~ rft ~ t or i t is increased- in­
creased r evenue to oombat i nflation) 

And also to r aise revenue too. 

Yeah. 

Now they go back to the •16,ooo,ooo,ooo in the 
budget •.•.. 

Yeah • 

•••• a nd they come out very plainl y ••.• 

Yea • 

• ••• ror coopulaory savi ng. 

Yeah. 
So I told- I really didn ' t have to tell, but I 
d i d repeat your obJecti on to that . 

Yee. 
And I said I wanted it understood that wae our 
posi t 1on and I .,as diaeueeing the thing X - that 
phase or i t . 
Well , now l et me understand s minute. 
theY were talking about sixteen - you 
b i llion dollars in r evenue. 

, 

TheY were­
said six teen 
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Well , maybe I r ead- if I said r evenue I di dn ' t mean 
revenue in that eenee. 

Yeah. 

Sixteen bill i on dollars- they ' r e talking abou t 
ra i s i ng thi s sixteen billion dollars mentioned 1n the 
budget .•..• 

Yeah. 

•... and their means of raising i t are prlr.cipally 
taxes and compulsory saving. 

Yeah. Now walt e minute. (Talks asi de: Taxes ard 
compulsory s.evlng) 

Yeah . 

Yeah. 

To give you the eat . • - to give you that- six teen 
b lllion dollars •• · .•. 

Yeah . 

•••• if we had been promp t about- l t the Congreee 
had proarotl Y enacted the r evenue , lfOUl d have a nt 
an annuai ra t e ot $20, 000, 000, 000 add i tional taxes . 

Yeah. 

Now I have the budget figures on that. 

Yeah. 
And thei r i dea 1e $4 ,ooo,ooo,ooo or addi tional in­
dividual i ncome tax •..• . 

Yeah • 

•••• $) , 000, 000, 000 purohaaer ' a sales tax •••• 

Ye~'l • 
•.•• $1P00, 000, 000 corpor ati on taxes .••• 

Yeah. 
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.•.. and $ll,OOO, OOO, OOO compulsory saving. 

Now l et me- wai t a minute. Le t me repeat thie 
to Bell. Give i t again. 

L76 

'II ell, I 1 m talking - I 1m talking on an annual basis. 

All right. On an annual bas1a. 

The princi pal i teme are $~,ooo ,ooo, ooo additional 
individual income taxes . 

(Repeats: $4,ooo, ooo, ooo addi tional individual in-
come) • 

$1 , 000, 000,000 addi t i onal corporati on. 

(Repeats: $1,000, 000, 000 additional corporation) 

$}, OOO,OOO, OOO purchaser'& sales tax. 

(Repeats: $}, OOO, OOO, OOO purohaeer' e sa l es tax) 

$ll,000, 000,000 compulsory savings. 

(Repeats : $ll , OOO , OOO,OOO compulsory savings) 

Now those are t he pr1noipal i tems. There are e 
couple or other small i teme . 

Yeah. 
Those aren ' t - thi s message doesn ' t contain any 
ot those details . 

Yeah. 
But - but i~ doe~ cake 1t very plain, that the 
$16, ooo, ooo, ooo conelete or compulsory savi ngs a e 

well as taxes. 

Yeah. 
And Byrnes expreseect himself a2 very much in ravor, 
at the meet1ng, o! compul sory savings ••.. 

Yeah • 
.•.. so dld Vinson. Now Vinson, however, i s ~gAinet 
the sales tax. 

8 
mJ,nute . (Ta l k I u 1c1e: By::-neel 'oeit a 

Yeah. 'Ae1 t v e 
8 

minute. (Talk & ae1~e : Byrnes an~ 1ncent er 
( Conc ' d . ) 
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tor oo•pul aor:r eevinga -- ;reah. ) Yeah. 

The - the meaeage llaa one thing i n 1t wlllcll 
the:r decided to t ake ou t or i t . 

Yeah. 

Tha t i e a reference to a war income tax on 
inoomee above $25, 000. 

Yeah. 

And Byrnes though t i t was better to t ake that 
out. 

Yeah. Go ahead. 

The;r apeak about - 1n other worde the:r - the;r -
to the princi pal diff erence i t all comes down 
between ;rou and them •••• 

Yeah. 

•• . • a a1da trom technical detai ls - l t comes 
down t o thia -- let me r ead you tble eent enca. 

Yeah. 

'But we should aim at meeting about belt or the 
coat ot the war through taJta t lon and oompuleor:r 
aavlngs.• 

Yeah. 

The;r have 1 t i n tb1a draf t - tbe;r have taJtBtion 
alone, but the:r don't mean that •..• 

Yeah • 
• • • • becauee I - I called that to thel r attention 
and they said they meant taxation and eompuleor J 
aavlngs. 

Why did you bri ng i t to their attention? 

Wel l, beeauee the whole - the rest or l t l e- 11 
all_ epeake or that a nd i t ' s elmply lnconalotent 
wi tlll n i teelt. 

Yeah. 
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Nov that's about wbat 1t ooass to aa tar ae vbat 'a 
1n th1e thing 1s concerned. Tbsre are a nuaber or 
det a11a that I don ' t t hink I need to bother :you v1th • ••• 

Yeah. 

p 1 •• • • but at the end or the meeting, or oouree, there 
were a 11t •• -dur ing the meeting a number or critioiaaa 
were made, aoae by ae - inaoourao1ea. 

SliJr: 
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HMJr: 
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KMJr: 
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KMJr: 

PI 
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P: 

HMJr: 
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Yeah. 

Mr. Cohen is not a - yet a comple t ely ahin1ng light on 
tax& tion. 

Yeah. 

'lha1 thereupon said that the:r wanted to baYe another 
prepared •••• 

Yeah • 

•••• bJ Ben Cohen and- and Gerhard Cola and m:yeelt •••• 

Yeah. 

•••• and I aaid, well , I d1dn 1 t think I should serve 1n 
that group •••• 

Yeah • 

•••• because or JOur posi t i on on ooapulaory savings. 

That'• right. 

And the:r said, "Well, :you - the President has aada 
b1a poeition on coapulaory aaving parteotly olear and 
the Secretary should - v111 certa1nl7 hue another 
opportunit:r betore an:r aeaaage ie daliYared to talk 
vi th hi a . . .. ' 

Yeah. 

• •••• and we thi nk you ought to wo~ on it 
understanding.• I aaid, •we~l, I 11 have 
atructions rrom you on that. 

with that 
to get in-

Well , I can only _ did 1ou tell them ay conversation 
wi th the President' 

• • • 
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No , I d.id not. I d1dn1 t th1nlt it wae well to 
bring any ot that out. I ou aean the convereation •••• 

Ieah. Where the President ditownad wha t he said on 
COllpUliO 1')', 

Ieah. Well , I didn1 t - I didn 1 t think I ought to 
go into t hat . I didn1 t - i t 1 e perfec tly clee.r in 
~ mind, Hr. Xorgenthau, tha t t h17 1 re abeolutel7 
convinced that thie vee no elip of the President, 
that thaT- the71 re all tor ooapultOrJ aaving and 
tht7 think the President - the7 think the President 
aeen• what he aa71 and Pri tchard'• theor7 vas perhepe 
correct . I t was Juet a euraiee, but thaJ bad a aee t­
ing ot the War Power of the Ite r Group - the President 
bad a aeeting wi th thie 87rnee group •• •• 

Ieah. 

•••• Juet before hie preae conference •••• 

Yeah. 

•••• and he - Pritchard said they talked about tha t 
tbere ••• • 

Ie&h • 

•••• and the probability ie, tha t the President Just ee1d 
vba t wae aoa t reoent~J i n h ie mind, 

Yeah. Well, that ~~ay or lilY no t be eo. 

No. I don't know, but • ••• 

He wae certainly very emphatic with ae. I can' t go to 
anybody alee bu t the Preeidtnt. I can't take Pritchard 
or an7b0d7 el a e. 

That1 a right. Well, I'm - I •a Jua t gi ving you 
t or what i t' a worth , but- but l would l ike to 
1ne t ruotiona on what you want. 

Let me talk to Gaston a lllnute. May I ' 

that 
have your 

, t hing el se that happened, sure. x.rbe I•n think o. eoma 
whi le you re talking wi th him. 
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Yes. 

Hell o . Ju st hold on one minute , Will you? 

Yes. 

( Talks aside} Just hol d on. 

Yes , I ' m holding on. 

180 

(Talks asi de ) Let me t~lk to Ganon a minute. 

Yes. 

Her bert? 

Yea. 

I n t he first place, let's eet:l e one ttlng be­
fore we decide whether Paul shoul d go along. 

Yes. 

In view of what Paul has sai d , what - how do 
you f eel about my l etter going? 

I think i t ' s sti ll - I- I still feel that 1t 
ought t o go . 

Well , I do too , b~ceu ee thi s thing happens at 
r eJUlar i ntervale. 

Yes . 

They've got this fellow, Gerhard Col e , an~ 
Ben Cohen, a nd it used to be Jer~me Frank - ­
they ' ve always been do i ng th1 s tn1ng to me. 

Yes. 
And then I go to tile Pree1den t and say, "Oo 
you s t ill wan t us to do tax policy or don ' t 
you?• And he alw. ye tells me that he does . 

Yeah. Yeah. 

Now i f the Pr~~ident says we 're going to do 
tax pol i cy 

Yecsh. 
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• • ..• then with thi s magnificent showing or 
the American people ••••• 

Yeah. 

•• •• I'm not going to sl ap them i n the fRee 
with compulsory savings •••• 

Yeah. 

••.. and from the- whet I' ve read i n the pr~e e 
today, I th.ink the Pr es ident 1e msk1ng'"a big 
m1at ake. 

Yes. Yee. 

And • •.• 

Yes. 

... 

•••.• I - I hear- I per sonallJ think the l etter 
should go. Wai t a minute. (Telke ael de : Don ' t 
you think so Dan?) Dan thinks so too . 

Yea. 

Dan says , "More eo than ever ." 

Yes. Well , I think ao. I don ' t t.'11nk th18 haa 
changed ~ s1 tua t 1on in ! svor of ••... 

~ 

I mean - I •.... 

•• •• the situation il ae we knew it 'before ­
the letter wee wrltt~n •• . ... 

Yeah • 

• • •..• The situat ion hasn ' t chsngPd. We ' r e only 
dealing now with the tex t or recommendat ions • •• • 

Yeah • 
• .• •• and which or e about what we expec ted them 
to 'be. 

Yeah. 

• 

Some of the leno~age i n thi s ~emorandum 1 & - ie 
this: •As I s tated i n my 'bud&e oeeeR£e , we muet 
ra i se 1n addi t i on to our pr~!ent tax!e , 3: lP&at 

(Cont ' cl . ) 
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116 b i lli on more , ei ther wbolly by ta.xes or 
partly by tax•• and partly by enrorced aav1nga. • 

Yeah. 

And - and - ao t ha t it - i t leaves open the - the 
opportunity to do i t wholly by taxes tr they want 
to do it. 

Well, I - I 1ll come to that - let '• decide - I 
don1 t know - baa Pa ul expreesed hi s opini on abou t 
tbia le tter or mine' 

Well , tbe - ao r ar aa be ' • expreaeed i t to me , 
be' a i n doub t abou t Whether tbe letter ought to go. 
Would you like to t alk to bl.JII again on tbat point? 

Wel l , let ' s Juat aettle that rire t . 

Yean. 

Bello. 

Well, wba . • - how- wha t - what •.•• 

•• -

Well, I - I rind it a littl e difficul t to - tbia 
l etter -- I didn ' t aee i t un t il I got back here, 
you see , and I- I Juat pi cked it up and read it 
and a wave or doubt went tbrougb me. Now I don ' t 
know vbetber I can completelY articulate ~ doubt , 
but I nave tbe reeling tha t - that - I don t know 
bow to eay i t , tbat- that you're in tl1ia aort 
or a dilemma, eitber one or two things will happen ••• . 

Yeah • 

• • • • in tbe r1rat place it - one thi ng tha t '":Y 1 
happen , may be that the Pre:ident will say, You re 
in charge or tax policy ••• • 

Yeah • 

• • •• in other worda , you ' ll be vi ctorious on the 
record . 

Yeah. 
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Then )'OU 1ll h&ve a - then ;you ' ll be holding the 
bag and all these other people will refuse to 
cooperate with )'OU. 

Tha t 1 e all right. 

Well , that - that •••• 

I don ' t think it1 s any or their God damn buaineee. 

Well , all right. Now t he other thing that ' ll -
I d.On 1 t •• • • 

Wai t a IIJ.nu te. ( 'l'al.Jta as i de) Hello? 

Yeah. 

I 1 d be pertectl:Y willing - I mean t or us to have a 
meeting in which you invi t e ever;ybody present to ex­
press their ideaa, which I think we should con t inue 
t o do. 

Yeah. 

But we ' re uv against thie fight or Smith and Gerhard 
Oolm and we ve been having it aver since Harold Smith'• 
been here. 

Oh, I agree with )'OU about Harold Smi th. 

And Herold Smith reels tha t the Budget should settle 
the tax policy, and it comea up a t Budget time regul 
ly. Now i t comea up again, and aa far as I'm concern­
ed I wan t the thing aet t led. And it the President 
ea;ys I 1m reeponaible , I' ll ca r ry the r esponaibilit:Y 
t he way I have •••• Hellot 

Yeah • 
• ••. and with your help. It- if I ' m no t reaponeible, 
then I'm not going to repreeent us - him on the Hill , 
or h&ve you represent hia - him on the Hill, or have 
)'OU r epresent me. 

Yeah. Well , I think 1t ie a very dittlcul t- I- I ' m 
not aa;ying • • • • 

I don' t think- let me Just aek you this ••.• 

Yeah • 

•• • • Do ;you wan t to gon on the Hill- represen t1n~ 
Harold Smi t h and Gerhsrd Colm snd BenJallin Cohen 
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(Laughs) No , I don ' t . 

What' 

No , o r cour se, I don' t . 

Well, I don ' t wan t you to . 

I n f ac t , I th i nk i t i s a gr ave mi s'ake to get Ben 
Cohen mixed up wi th tax policy, because hi s name ia 
•Mud" on the Hill. 

Wel l , and - and - and- Byr nes - 1t1 e - l t ' s none 
or By r nes' business. I - I ~an ai t do'lfll w1 th Vinson, •'" • 
but I- I don ' t see wher e l t a any o! Byrnes' bueinesa. 
Now ~hat thls thlng boil! down to - l et ' s cell a eoade 
a spade. Ber nl e Baruch &nc! that whol e cro1<c! reel that 
l f you can get compulsory SI' 'Jlnge , you don ' t h!!ve to 
1noreaee t axes, and i t 1 a Just a ca~outlage no t to ge t 
i ncr eased taxes, and you pi l e up the po st-war debt . 

Yeah. I think thero 1 e much i n that . 

Ir the peopl e in this l as t Second Wa r Loan, hadn ' t 
do ne such a magni ficen t drive , I ' d say , "Okay." Bu t 
to slap this 1n thei r race , 1 e going to be one ot the 
wor s t poll t i cal mis t ake& t he Presi den t ' e made. 

Well , t ha t ' s - tha t a>8Y be true. I. ... 

Wel l , that ' s the way I •.•.. 

.•... I ' m Just - I• ~ Just trying to think about :hl s, 
h&vi ng Just ..... . 

1f ell, l ook •...• 

.. . . Just . . ... 

.. •. . whil e you thlnk, who elae i a the r e besi de• you? 

.... Fred Sml. th 1e he r e 11nc! John Sullivan. 

Well , l e t me talk to John 8 minute. 

All rlght. 

Wherf' 1 s Harry 'Gh i te? 
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Well , I don ' t know. He ian't here. Do you want 
me to try to get him? 

Yeah. 

All right . 

Y~e , Mr. Secre tary. Hello? 

John? 

Yes, Mr . Secretary. 

Have you had tiae tc think about this? 

I have , sir. 

Well , let's have your enawer. 

I think that this i e the moat conv eni ent opnortunity 
you ' re goi ng to have to clarity the situation. 

Yeah. 

I t the Congress recesses on Jul y l et a nd thi s 
1an 1 t cleRned up,you ' r e going to spend a very 
able summer , wondering whether or not this ie 

'1'ha t 1 e right. 

, . 
• 

I think that 1f the deci eion !ut e been !IIBde to let some­
body else carry the ball •..•• 

Yeah • 

• •.. the greatest service the President can do you is 
to tell you you 1 re out •..•• 

'1'ha t 1 e r i ght • 

•• • . • or that - or that pa rticular pheee. 

That ' s right. 

Now after all , thls i e one of many important functions 
or the Treasury. 

Right . 
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We've alwa11 considered it one or the moat im­
portant •••• 

Yeah • 

• ••• but it ian1 t the onl1 one •••• 

That's right • 

•••• and it the President decidee t hat somebod7 elee 
should do that ••.• 

Yeah. 

..•• I would attaoh no more 111portanoe to i t than it 
he decided he wanted the Bureau or Procurement to be 
transferred to Lend Leaee or W.P.B. 

That' a right. 

I - I - I think that nothing could be 110re unea t ia­
ractorr than the doubt that exiett 1n our mtnde today, 
and after the articles in the newepaper this morning •.•• 

Yeah. 

• •. • by Sunday that doubt will be shared by mo at ot the 
thinking people in the countrJ. 

The. t 1 1 right. 

And it'• go t to be eettled one wa1 or the other. 

Yeah. 

The - the - the present eituat ion, I think ie in­
tolerable. 

Well, and - JOU - we'll never have a better chance 
than th11 J une 15th meeting, when these senators and 
congresamen are coming down. 

Well, JOU certainlY won ' t ha•e another- another chance 
un t il next Sept ember. 

That ' a right. I mean - th1a mee t ing brings the thing 
to a head. 

It'a the beat hook 7ou've got to hang i t on. 
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I p ersonal l y think it ' e- from m:t standpoint lt ' e 
the onl y intel ligent th ing to do . 

Well , I - I - I haven ' t had any doubt about that . 

't8 7 

Well , I don 1 t 
( Talk ~ asi de) 
Hello ' 

either. Juet a minute . Let me t ell Bell. 
Bell as - a e uauRl puts hie finger on 1t. 

Yes. 

He sa i d , •xr we don ' t write the l etter, we 've l ost out 
anyway. • 

Oh , Y" B. 

See1 

Yeah. 

Because with these fellows &1 tting in the Wh1 te House , 
llll or them, 1•e 1 ve l ost out anyway. 

Ra ndol ph eaye h e agr eee wi th you and with Dan on that 
a ta t emen t . 

And - I' o - I' ~ not going to cry my eyps out it t her e' s 
eomebody el se wa nt s to do the tax policy en~ goes up on 
the Hill. 

No , I don ' t think you should. 

I - I' ~ not going to cry - and - and - end 1: they de­
cide •bey don 1 t v11nt any : or e increased taxes and they 
want to escape 1 t by doi ng compulsor y saving, I think 
the President 1 e making one ot the grtate~t mletakee 
he 's made, on the t1ecal tront . 

Well , ther e 1en ' t any doubt about that 1n my mi :'d. 

And I thi nk ale ... - another letter should be prepared 
opening hi e ey P& on th i s thi ng - thpt th1e compul sory 
eevlnge 1s Just a camouflage not to 1ncr•eee taxes. 

ThAt ' s quite t rue. 
And I ~h1nk an 1nt•ll1gent l etter shoul d be dr awn up 
on thn-; snd sent ov•r to him. 

Regraded Unclassified



s: 
IIMJr: 

s: 
HHJr: 

s: 
HY.Jr: 

s: 
HMJr: 

Fred 
5:111 th: 

HMJr: 

1: 

HMJr: 

S: 

IIMJr: 

S: 

IIMJr: 

s: 

HMJr: 

s: 

- 2 o-

All r ight. Do you wan t ua to go to work on i t ? 

Yeah. 

All r ight . How Harry's here and Fred Smi th ia here. 

Wall, l et me t alk to Fred. Hae Harry ever seen my 
letter? 

He ' s reading it right t hia minute. 

All right. 

I'll bring him up to date. 

Hello. 

Hello . 

Fredt 

Yeah. 

Do you wan t to expreea an opinion on whether the 
lett er should or shouldn' t go to the President. 

t88 

Well , I think it ahould go to the President, but I ' m 
worried about still something alae, and t hat ia, that 
in th1a speech that you're going to make .•.• 

Talk - talk - talk a little louder. 

.... I eay I t hink i t should go •••• 

Yeah. 

.... and then I think you ought to know befor e you make 
. thia speech in vhioh you 1 ra goi ng to tell the people 

what a big Job of buying War Bonde 1a ahead , whereupon 
two daya later, this meaeage come• ou t and eaya compul­
aory savings. Seet 

Yeah. 

So you ' re goi ng to - I think you ought to send the 
letter and then I think that - why, I don ' t know whe ther 
to aee the bull or net , but I think you o~ht to ge t bold 
of the President, maybe tomorrow, af ter he a had chance 
to r ead the thing and t ell him you ' re making this speech 

(Cnnt 1d.) 
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and so on and i t ' s on - i t 1 a on a netwo~k, 
and all , and you ' ve got to know- you ' ve got 

l89 

to know about this - if you ' re go .. - ln charge 
ot the policy, then you may be able to stop the 
compul sory sa vi¥ga and you can go shesd with your 
speech. I t you re no t , why , they're going to come 
out tor compulsory savings a nd it's going to put 
you ln a tunny light . 

Well , of course, we could talk about ~iie lle8Ut1fu1 
Hudson Vall ey. 

'llell, you could, and thP apples. 

And the Cs tskill Moun te i ne. 

That ' s right. 

And, oh, the - what ' a the t ellcw ..-!lo " ent to sleep 
in th~ Catskills? 

(Laughs) Ri p Van Winkle. 

Rip VanWinkle . 

I f you ' re going to talk on - on- on the Cour t House 
steps , you ooul d talk abnut fre edom of speech • . .•. 

Sure . 

.•. . and freedom or the press . (Laughs) 

I s - l s Hies Chauncey i n the room? 

No. 

No. 
J ust disconnect that r ecording machl"'le s mi nute. 

I t ' e oft. 
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6/10/43 

DRAFT 1#2 

MY dear Mr. President: 

With your advance approval , I held 

policy in my office on June S. · Those present were 

Senator 1\'aHN' George 1 Senator lla.f'f'f Byrd, Congressman 

iob+Pt Doughton, Congressman ~ Cooper, Judge ~ 

Vinson, ~h Paul and myself. You will recall 

that on June 4 I wrote you a letter, a copy of which 

is attached, telling of the results of this meeting 

and I also reported orally on it at the Cabinet meeting 

the same day at which Mr. Byrnes was present . 

i t the June 3 meeting the Congreasional members present 

said they would think things over and they asked that 

another similar meeting be held on June 15. This second 

~eeting baa been noticed in the press and yesterday Senator 

George confirmed publicly the understanding that such a 

meeting would be held on that da t e. 

The press reports that yesterday Mr. Byrnes announced 

at a press conference his intereat in future tax pol icies • 

.t. typi'cal interpreation of his announcement is contained 
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in the following quotLtion from an article by Mr . Crider 

in the New York Times of today: 

•Following so closely upon the 

President 's press conference statement 

yeeterday in favor of compulsory savings , 

which was construed as a repudiation of 

Secretary Yorgenthau's insistence upon 

voluntary savings , the announcement that 

Mr. Byrnes was going to take a band in 

the shaping of future t ax policies l ed 

observers to the conclusion that Mr. Mor­

ge.ntbau wi ll no longer be the i dminist ration ' s 

tax policy maker. • 

l9l 

In view of this situation, I would appreciate your advising 

me at your earliest convenience whether you wish me to hold 

the meeting on June 15. I should like to feel tree to show 

your communication to the conferees and , better yet , to make 

it public . I f I am t o continue to represent you before 

Congress on tax matters , i t seems to me that this is the 

time to clear up the confusion created by the statement s 

made by Mr. Byrnes yesterday. 
Yours sincerely, 
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Draft as revised by Treasury group, 
phoned to stenographer in New York who 
typed up this copy and on which appear 
HM,Jr's penci lled correcti ons . 
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!he Prool.dlnt or tho 1JD.1 ted s~too 

Wuh1J>Ctoll, D. C. 

hw Tort. 1. t . 
JIIDo 10, 1943 

l(y dov Jlr, Prooidonto - -r1 -'-' 

t!Jf_h_. ~ ""~o::z;:"""-"~ I • --
-r --"'--'- ,.., .• ·dre!!M •ppronJ.ti held a - ·tin& Oil 

to.x pol1o:r 1D 'f1I!Y ortioo on """'" 3. '1'hoM P"'••nt ... ,.., 

Senator Ooorp, SoD&tor IIJrd, COJlC"'I- DoDf>htoo, 

CODgrooo..., Cooper, Jlldp Vlnoon, llr, Paul IUld ~lt, 

You will reoo.ll that on JIIDo 4 I wroto :fOU • lottor, a oop:r 

or *1oh 1a atto.qho4, telllJ>C or the ,..olllto or thl.o -tlJ>C 

and I o.loo ,..porlod oralq on l.t at the Oabl.,.t MHtiDC tho ' 

UM dq at *Ioh Jlr, Byrnooo -.. proMJlt, 

.lt the J11Do 3 •otlDg the OODf>J'IOIIOI>&l Mllboro 

pre oont oald they -..uld thllllo: thlJlCo nor IUld thoJr a9f~ j:bf.t 

another ol..a1lv -tiD&~ bel~~ 15. ruo'l'llcSliiid lq_ 

-tiiiiftU ... n) aoW.oo4 1D ~ if, IUld ;yooto.t'c~q 

Senator Ooorp ooDtlrMd publlo :r the undorotandlnc thet ouob 

a -t1Df> would be hold OD that dato, 

~~t~t ;yootordo:y Jlr, Byn>oo &DDOUDOOd 

at a prooo ooDto ... ~ hil l.nteroot 1D future tax poll.oleo. 

Jo. typ1oo.l l.ntorpretatlon or hlo announoe...,t l.o oontel,.d l.n 

tho followlns quotat1o11 trca an vtiolo '117 Jlr, Crldor 1D tho 

llow York TlMo or to4ayo 

"Pollowi"C oo oloMl:r upo11 tho Prool.dont• o prou 

ooDto ... noo otato ... t ;yootorda:y l.n ra .. or or 

OOIIpUloOI')' oaTiJlCo 1 *lob -.. OODatruod &I a 

,..pud1at1on ot Soorotv:r llorcenthau'o l.nol.otonoo 

upoD TO}unt&r;y a&'fiJ>CI 1 tha &DDOUDOI•Jit that 

llr. 8Jrno o wao so ins to tab a hand l.n the 

ohaplJlC or tut.&ro to:o< poUol.oo l ed ob .. r-.oro 

to the ooDOluol.on that Jlr, llorcnthau will no 

loJlPr be tha Jo.da1nl.otration• o t ax pollo:y -r. • 

In Tin or thlo o.ituatl.on, I would app,..ol.ate )'OUl" 
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tax -ttora 1. t .... to • that thl.o l.o tho tiM to olov up 
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Harry 
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''l : 

llMJr: 

.'1 : 

Hello . This is Randolph. 

Yeah. 

June 10, 1943 
2:49 p. m. 

Whet is your jUdSJIIent about whether 1 should 
par ticipat e in t h is t hing any more? 

Well , now l et's just settle the let ter busi­
ness first . 

Yeah. 

Will you? 

Yeah, and pardon ms - pardon me. Then do you 
want to talk to somebody • •• • 

Well , there 's a tellow by the name of Waite. 
Be ••• • 

Oh , yeah. He ' s been reading it . Here he iS . 

Hello . 

Hello , Harry . 

Good afternoon , sir. 

Good afternoon. 

I'm - there's no question but the letter is 
tine up to - - it you have a copy before you • .•• 

Yes, I have . 

• • •• up to the - the last sentence , and ••• • 

What ' s the last sentence? 

"If I am t o cont inue to be responsible . • · · " 

Yes . 
I remain uncertain. I don't k:now whether I ' d 
change my mind i! I though~ rn~e over it, but 
I r emain uncertain about the wisdom ot this 

(Cont •d. 1 
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because I •m trying to ask myself' : What will the 
President answer ••• • 

Yes. 

. ... t o it'? He ' ll apprec i ate tully tha t - what • s 
behind it end implicetions , and yet I - I think -
I ' m i ncl ined to t hink that he 'll ignore it. 

No . 

I ' m in ••• - hmm'? 

No . 
He'll tell you sobething orally. I'm inclined to 
think t hat he 'll say "You attend the meeting and 
show - you can show my let ter , " a nd he •11 drart 
the k i nd or a letter that either you can me.ke public 
or you cen •t , but I don ' t know that - I get the feel ­
ing that I - I ' m not sure what position you ' re in 
after - after he gets i t. 

:/ell , l ook at t he posi t i on I ' m in now. 

Yes, I appreciate that and I ' m wondering whether 
there aren ' t two courses , and I -- in a sense I ' m 
shoot ing f rom the hi p because I haven' t •••• 

'ilell , I told t hem to have you in this mor ning. 

Yes , I d i d but I didn't see the latter. I didn ' t 
get t he tull significance or it . I mean I ' ve been 
thinking it over since then, in pert . It seecs to 
me that either you go along by saying, • ·,/ell , you 
went it this way; you put this felloW to be your 
assistant; I' ll play along. But I've got to know 
just whet to do . " 

No , t hat i sn •t •••• 
Now t hat • s whet you make clear up to - up to .· • • 

No , t hat ' s 
tell him. 
hasn ' t r un 

out because I don ' t know that he did 
I don • t }(novo that JimmY Byrnes just 
with the blill. 

t95 
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Oh, I see. You don't know that . 

I don't know. Do you knov1 that I talked to the 
President yesterday and asked him ubout his 
statement on compulsory savings end he completely 
disowned it? 

I see . Well , if there ' s some doubt in your mind 
as to the validity of the press reports which you 
referred to and of Byrnes • position •••• 

Yes , there is. 

•••• why, then I- I would change cy mind with 
respect to this ••• • 

'.7ell , the President yesterday when I went to him 
completely disowned his statement on compulsory 
savings . 

Well , I think that puts a somewhat different r ace 
on it, because , i n other words , this paragraph is 
reallY an .. ttempt to find out what the racts ere 
then? 

That • s right . 

I see. I thought you nlrettdy knew the r ucts und 
were merely •••• 

No , no . He- yesterday •••• 

••• • getting e public statement . 

• • ••• when I called hie, he •aid, "I never sa id so; 
I never said anything ebout it; a nd I'l l telk to 
Steve Ear ly and have him correct it." He said, 
"The mat ter is entirely in the ht.nds of Congress.·· 

.196 

I see . 
Now you mustn't forget that on this Budget thing -­
end Bell can bear me out if I'm wrong or right -­
they did that qrune thing wtt.h it. Paul, I guess 
knows - t ol d us that when they gave us the Budget 
the l ust time tha t the Preoident had a greed to it . 
Harold Smith said it. Then I sent that over - ­
you remember I was ove r ut the hospi t al . ··· 

Yes . 
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••• • at the Navy hospital - the President said 
he'd never seen it. 

Yes . Well . . •• 

Do you remember that incident? 

I do, now that you recall it. 

And he said he'd never seen it . 

llell , I think 1 t' s clear that if there is doubt 
in your mind that this is the way to clear that 
up. It - I hbd a ditterent i mpression . I 
thougbt that you \fere - knew t ha t was the situa ­
tion and were merely calling for a public state!lent 
so a~ to push his hand , and in wh ich case this 
still may be good, but I - person~slly , I'd want 
to give it a little mora thought . 

No. 
But in the l i ght of your additional information 
on it, I think it places a difforent r ace on it 
and I think you have a right to k.now what the 
President thinks . 

Look , Harry, I hove a meeting Tuesday . It. brings 
this thing to a head. I ' ve got t o meet these 
people, end they're going t o s ay to me, " .. ~at does 
the President think?" And I can't say, ",1ell , I 
don't know. " I either say I am representing him 
or I am not, and I Whnt it cleared up bet ween now 
and Tuesday, a nd I won't have another chance like 
that until e tter Labor Day. 

well I thin!< that you' re quite right; that if 
in y~ur mind there reallY i s doubt and you don't 
know that that ' s his position , there's doubt 
enougb - we l l, this can c l arity that and bring 
the matter to an issue. If· · · · 

I ' ve got a 50-50 chance or better that the 
President will say wa ' ro still responsible for 
t ax policy a nd we ' re s till to represent him on 

the HilL ... 

Yes . 

.197 
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•••• end Bel l said to me - -he' s sitting here 
" ',lell , supposi ng , " he euid , " Byrnes should co~~ 
t o t ha t meet i ng Tuesday ." I ~h id , "Swell . " 

You mean in pl ace of you? 

No , no . 

Ob! And - and come • 

lio , no , no . I ' m havinr o ".etinc T••esdn:; .... 

Yes • 

•••• morning a t nine o ' clock. 

It ' s i n yo·•r o~flce . 

Yes . 

Yes . 

Anc! s•Jppos i~g the rreoiclont did say to •:tn~on , 1 
wont 9yrnes t her e . 

Thnt' s perfectly all richt • 

Okay . 

That ' !! rli ffer er.'JIJ!: ~'t t~~t - this "i:l ·mque=­
t i o'lnbly get - 6\it:' t'f there ' :: rlo·;tt h yo·Jr 
ni'ld , thi~ lost sont ,.nce 111ll ~orce the :-reddont 
to n:o..ke clear to yo·1 ,.,.hot .,_, h~s in ::i:1d , r.~d 
f or the~ ;-urp-oso lt ' s .-.P.;-tectl:~ nl: r:r~t. . ::, 
howeve r , ·.;~at ~e ~ur 1r: :-!.1d ~!l c.lre ... -1:· c~ge:- to 
you , then : t!li .,·~ "- !'.i.e nee'*:J !'"~:"'e core ch-e!"·..:.!. ..•• 

No , it i s n ' t . 

It i ""n ' t? .:e'l , ~he"l I 't .. I' n·1!.d ray .... 

In view of ..•. 

•.. . t ha t thi~ l~ all rtrht . 

I n view of pest hitJto-:· "ith :!n-ol~ ~r:itil e~d 
·•lth Ce r ht.rd Coln c.nd 3 n Cohen e-~ J•-o:oe :-ran .. 
~~ ·~ut ~a~ne~ed on ·~ ~~ 1 ~t BJ~-~t -~~ra•e 
"' 1"' v!.e· .. : "'f ··on 'Q -• :.!."", ~· r .. -J .. ·· ·:~~:'l. 

.. . • 
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the President completely dlsovmed compulsory 
06Vings , I'd l ike to send this . 

Okay. 

Yeah . 

All right. Is there someone else you wen t -
Randolph wants to •••• 

Oh . 

Excuse me . 

Hello . 

Yeeh . This is Herbert again. 

Herbert , I tell you I'm not going to - I've got 
to make up my own mind •••• 

Yeah . 

• • •• ana I- I don ' t know- unleae Randolph says 
to me , "I •m absolutely opposed to this . .. . " 

No , he will not say that , he says. 

All right. well , then I - I went to send i t 
this way. Heve you got a pencil? 

I have a pencil right here. 

Yeah something along this - I'd like you to 
writ~ e letter to L:ise Crace Tully as "cting 
Secretary of the Treasury - you. 

Yes. 

"Ltr. llorgenthau . . . . " · 

Yes . 

" .... or the Secretary .. • . " 

Yes . 

... • 
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" ,,,,dicta t ed this letter over the telephone •••• " 

Yes, yes . 

",,,, and has asked me to transmit it to the 
Pres ident ,,, , " 

Yes . 

'' .. .. through you . . .. u 

Yeah , yes . 

" .••• and we would - I would - and the Secrett:.ry 
would appreciate it if you could get it into 
the President' s hands as soon es possible." 

Yes , yes . 

And then send 1t over and tell Crace it' s coming. 

Yes . 

See? 

Yes, yes , yes . 

See? 

Yes . 
And I'd get it over just as soon as possible . 

Yes , yes . 

Now Den' s sittin~ here, und - wait a mi:tute . 
(Talks as ide) I ve got to know where I stand. 
I can't be on pins and needles all the time, 
and doing this stuff and going out and have 
this ground cut under by this little cliche 
over there. It happens all the time . 

Yes . '//ell , they • ve put ., • • 

And wby Byrnes , who suddenly is put into this 
other f ield , who bas made a complete flOP of 
prices - I listened to - at the f i r st meeting 
I v:ent with Vinson where Phil L:urray made the 
most vicious attack on Byrnes , the way be 
didn 't cooperate and so rorth and so on • ••• 

, . 
• 
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Uh huh . 

•••• and how they ' ve been lett- be said not even 
as a symbol, that be wee ready to get out . Tbat 
happened l as t week. 

Ub buh . 

Why this man should suddenly take it upon himself _ 
to superimpose bimselt over me. I'm just not going 
to take it. 

¥/ell, the situation is Jus t this. You've had no 
notice rroc the President that be's taking over 
these runctions •••• 

That's right . 

••.• but there's a publ ic announcement in the news­
papers as a result or quest ions asked in a press 
conference •• •• 

Tbat 's right . 

. • •• wbicb indicates tbat he ' s taking over direction 
of tax policy . Now that - since tbat was a publ ic 
press conference end it' s printed in ell the 
papers with the most extreme interpretations put 
on ~ t , you•re certainly tully entitled and you 'd 
be derelict it you didn't ask the President: "Is 
t his official? ·,/ha t is it? And what do you ex­
pect ~e to do rroo here on out?" 

Yeah. 
But there's - there's one other thing too. I 
think this thing about hnvt ng a letter on this 
sub ject of - or compJlaory t axation , I think we 
ought to - compulsory l ending - I th ink we ought 
to get busy on that right away , because .•.• 

1 think that we should get n letter out to 
him just as soon as we can pointing out to him 
whet compulsory savi ngs mean, wD>t $11 billion 
dollars of compulsory suvings - whet we 've been 
getting in the way or volunteer , you see? 

201 
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Yes . That ' s what .• •• 

Excuse me jus t a moment. 

Yes . 

And that this compulsory savi ngs is s i mply a 
OlliDOUflaga • • •• 

Yes , uh huh . 

.• •• in lieu or edditionel revenue . 

Y~s . it wi l l prevent us rrom getting addi tional 
revenue, end, further , t hat we will s till have the 
problem or raising an immense emount or additional 
funds through - through voluntary subscription. 
It •~n't relieve us or tha t problem, and it ' s 
questionable what i t will add , i f anything, to 
the - to the amount or dir ect popular subs¢riptions. 

And the other thing, I would get to him the number 
of people who subscr ibed in this last 2nd 'ilar Loan 
as compa red t o the first one . 

Uh huh , yes . 

i•nd get to hi m in this w~>y how popular this is . 

Yes , yes . 

You .see? 

Yes . 
~d then it ' s the one thing t hat oanagement and 
labor are really happy about . 

Yes . ./ell , now .what - what should wo do about the 
mechanics of this letter? 

Which one? 
This - this second let t er . This will oll. • • • 

Ao soon as i t ' s ready I ' m hare at the hospital 
I expect to be here ~>t least until 6 :)0 . 

and 

202 
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Yes , yes . 

I shoul~ think you coul~ t urn out t hut lette r by 
then . 

Uh huh . , All ri ttht . ',felt , we ' ll co - we • 11 ro to 
work on ~t ripht uwa y . 

': .. Jr : There otlght t o be enough pcoplo there . You don't 
went t o !!!any people . 

" · . . 
·: .J:- : 

.. 
'· 
"i .. Jr : 

.; : 

.!:'Jr : 

V: 

·:..Jr: 

:~.Jr : 

C: 

Yeah , yeah • 

Yeah . .:e - we ' 11 
uway ~d see ·.:hat 
and call you bee< 

HlL)lt . tlow .... 

Now .. . . 

hnve t o r.o ~o · ·or~t o~ 1 ~ rlcht 
to;o can turn o·tt &n.d £Pt ro•.J ~here 
at the hospital. 

/luit a minute . Let r:o Jnrt cheolc with Bell. (Tnl:<a 
aside . ) Bell s aid he thinks i t ' s a rood idee If you 
can do i t tha t quickly . 

Yeo . ·:lell , we ' ll - we ' ll try ond tee what we .... 

The letter o~ eonpul~ory oavin&~ versus volunteer . 

,/ell , it ' s rea lly- it" really , a~ I see it , 
comp•tlso::-y sevinrs ver~us t axes . 

Compul~ory savings ver•us the tuxes . 

Yeah . 

Right . Does Rnndolph t hin': 11e hove to cet that 
over tonipht? 

',/ell , I should - (ta l ks e~lde: '.'lh• t do you t hink , 
Run~olph? Should we po t it over to,ir ht?) ·::ell 
he thinks • he thinkS they ' r e ('Oinr tO COOtinliO to 
wr ancl o for a couple of dayn ni'out t!lis nessare . 
!low !'rom t het point of vi ow mo;;be it ,·;ould be a 
rood idea for !landolp!l to ri t in with this cot:mit­
tee on t!le str uo"ure o f this nas"a~e , ell the tine 
seyi:lg t hct we • re ocatnnt compul~or:; savings in 
order - help l'rolon~; the ar(:'me"t until we get -
·m• ll ·1e r~t. our lett.er 1n . 

.... • 
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':/ell , my hunch is -I he van • t asked Bell •• . • 

Yeah . 

•••• my hunch i s , knowing the Pres ident so well •••• 

Yeah. 

•••• that it would bee mistake f or Randolph to 
wit hdraw. 

Uh huh. or cours e, we ' r e - we •re in danger or what 
happened the last time when - when we were very 
careful - Roy Blough was very careful to say that -
that he was merely sittina in as a t echnician. 
Yet they went and told the 1':-eeident that the 
Treasury participated in draft ing this thing. 

Well, t his letter which is gcing to go over will 
take care or that . 

Yes , yes , that's right, that ' s right. 

This l etter will t ake cnre or that . 

Yes. 
Well , 1! - my hunch is - let me ask Bell. 
(Talk~ aside . ) Bell says -- to which I agree ••. • 

Yes . 
•••• that be should give them all the technical 
assistance be can •••• 

Yes . 
••.. but keep reitera ting that t he s ecretcry of 
the Treasury and the Under s ecretary of the 
Treasury and a nybody else who Hsnts to join me 
ore for add itional taxeo as against compulsory 

savi ngs . 
And that _ and that I'IS do not believe tha~ com­
pulsory _ he ought to udvocste compulsory savings 

at this time . 

At this time? 

... • 
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Yeah . 

No. Now 1f Randolph ie will tnr to do that , tha t • s 
whet I 'd like to have him do . 

He sa:rs , sure , he ' 11 do it . Do ;rou want to talk to 
him? 

I 'm always glad to t alk to him. 

Hello . 

Randolph? 

Yeah. 

Knowing the President so well , if I bed you r.1tb ­
dr aw he would say, " ',/ell , in tbe first place, 
Henry ' s sulking. " 

Yeah , Achilles in his tent. 

\/hat? 

Achilles in his t ent . 

I ' m sulking - e nd in the second plece he ' d say , 
"Well , if you • d have had Ra ndolph Paul r.nere he 
could have told t hem whet you - I dido ' t know 
~~at you wanted . " So any way you look at 1t , I 
think it ' s a mistake . I t hink you should be 
t here . 

All right . 

If you ' re willing . 

Well, I ' m perfectly willing to t a.<e t hat nositloo 
that you jus t outlined wi t h - 1dth - you know that 
I'm sta ting - I'm stat ing a Treasury posit i on -
your position , und I s t ntcd it this mo rn i ng very 
emphatical l y . 

Randolph? 

. .. • 

Yeah. 
Bernie Baruch - (laughs) . Jimmy B;n·nes is comple tely 

under his thumb. 
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Yeah . 

It's always been unders•ood . And - und this is 
representative or the r ich people of Acerica , I -
I - I'm perfectly will ing to nail my flag to the 
meet end go down. Now I . . • . 

Well . .• • 

... • if they should ...• 

~06 

~ell, I - I don't 
com~ulsory saving 
vant . I'm merely 

fully agree, personally , with your 
position, but I consider that irr ele­
stating the Treusury position ..•. . .. • 

Well , I have .•.• 

.••• on the poi nt . 

•••• sufficient confidence in you , because I say 
this i s the way I feel , tha t you will give me the 
best representation •you can. 

Well , thanks, I - I cert ainly - certainly will make 
t hat perfec tly clear and then - und certainly they 
need some guidance on some other point s or they' re 
going to have a mess or e message . 

I - I - I don't want to be accused of having a -
of sulking . 

Yeah . 
And I - I - I think that my - my - I'm playing on 
my instinct which has been pretty good ••.• 

Yeah • 
. • • • ttiat - trhat you !'lhould not withdra,; . 

Okay. 
nnt 1 do tnin'< that you fellows ought to get to­
gether and try to get me out now the bes t letter 
we can. 
Well , I think in that letter you shOuld have 
Senator George ' s comment . 
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And Dough ton • s . 

Yeah. ~Vell, I'm- I'm not eo clear in my recollec­
tion of Dougbton'e, but I know that - v~at Senator 
George feels . 

Well , you could cell up Doughton on the ' phone and 
tell him t hat you ' re doing i t at my request ; that 
I'd like to know whether he' e changed; where does be 
stand? 

Well, I can 
going down. 
tance. 

if be's in town , . ut I know he • s - was 
I could cell him, or course, long dis-

Well , I 'd do that. 

All right . 

And you can say that's the way - a nd believe me, 
that'll influence the President . 

Yeah . Well , I'll call DouShton then. 

And I - if I'm not mis t aken Sam Rayburn was for 
the volunteer. 

I'm not sure about him. 

Yeah . Well George and Dough ton will be enough . 

Yeah . '.'/ell, if I cen • t get George, we cll!l certainly 
put in oougbton end some or the other fellows . 

Vice versa. 
I mean - yeah - I mean , George. I know to - about 
George . 

Yeah . 

He 's been very emphatic. 
Yeah . \'/ell, so has Dough ton to me , but I'd cet it 
first bend . 

•• • 

Okay. 
Now this letter. this fir ••• -letter nun:ber one will 
go at once . 
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Yeah. 

Right. 

Righ t . 

And •• .. 

I t ' ll go in Abou t ten m 1nut~a . I ~ has to be r e­
wri tten. 

Yee , and they' d better rend me to F1 €r~ill , New 
York, a correct copy, then I ' ll have one up th•re . 

'i•ah. Al l righ t . A oopy1 ll go to you at Fi shkill . 

Right. 

Two copies. 

Two copi es, t or - one fo r me to ei gn? 

Well , I don ' t know what your ar rangement vas. 

Gas t on knows. 

But I thought Herb •.-ee undi ng thi s over aP your 
l etter . 

Thet1 e right. He ia, but I Just want a carbon copy. 

\l'ell , you - Ju et one or two? Wel l , we '11 eer.~ 

'lba t 1 s all r 1~;h t . 

Ther e 's no l aw ags1nat that . 

I - I - l ook - I' ve been - I - >;!len I was so sick 
on the tirst o t J anuar{• I waa up against exactlY 
the seme thi ng. Now I m not ei ck. 

(Laughs) XPB.h. 

And we 're righ t up agslnet i t ogaln. 

Yeah. 
And to - t o spend all aumou r not knowing whe r e ••e ' re 
at would mak~ me si ck. 

.. . 
• 
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Well , of course, now that this is out in the press 
it mus t be said that Congress won't - won't pay any 
attention to what I say or you say, unless a certain 
cl~rification .is had . I ' m certainly ready to go 
t<long with that idee . 

I wish we could have put that sentence in . 

Well , we can put some sentence to that effect in it, 
i f you want, and !larry has another sentence that has 
some other criticism ....•. 

Just a minute . (Talks aside) Bell says that' s very 
p~ . ~ 

Well, we've ... .. 

Hello? 

Yeah . 

Tall Gaston - you put in something l ike t hat - until -
unless this ~attar is cleared up, the - the - the - Ball 
says it - we'll carry no we ight or Congress will pay no 
attention to either me or - or Treasury representatives . 

Yeah . Okay. 

Yeah . I - I ' d put that i n . 

Al l right . Now Harry ',/hite haS one lit~estion -
one question on one anrle or t~e letter ..... . 

Yeab • 

•.•. . I think I'd better put hi~ o~ . 

All right . 

Get it direct . 

Hello? 

Yea . 

• 

I 've been read i ng t his par ngruph over se,·; rel t~rtes 
a nd there ' s jus t one qusotion I \len t t o P't t o you , 
you needn' t a nswer , but I \/Hnt t o r:nl< e certa in that 

which 
you 

(Con~ ' d) 
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have thought of that , which I presume you have . 

'.'/hot ' s that . 

Supposing t he possibility io t hut the Pr esi dent 
comes back to t his letter , either orally o r in 
a ny ot her wey , end indica tes to you that he 
~upports t he posit ion as appea r ed in the pr ess , 
that Byrnes i s to have charce of these t ax matt ers . 
tlow, I presume that you ' ve thourht where you would 
f"O froo there end whet you 1:ould do . 

Oh , ;ros . 

O!<· y . ·.:ell , t!let • s .. .. . 

.:ell , I :::ee.n , the u=t~,·•er 1s ver~~ ~i=ple . ':he:1 : -
I ~ I won • t - I \10!! ' t - I ' ll - I ''"n • t have en:·thin& 
to do with it . 

Yeah . All right . 

I e&r ee with Sullivan - I mon:1 - it isn • :; the only 
thing in the Treo3ury. 

Yoah . Yeah . 

As a metter of feet , tho wu;: I r~el , thet if the 
President want il•rrno~ or o.nybod:r elh o r to -
Harold Gnith to handle t o:<en ar.d co on the ::nl , 
I ' d say three cheers and ~oopla . 

Yeah . ·.:ell , olcey . I just won toe! to r:e':e certain 
tha t 'JO'l tho·IcJlt of t hat po3•ib111ty. I'n i:~clinod 
to a&ree w1 th vou t h t he ·<On •:. - th :. i:1 •~-e li,:ht 
o~ his ;i'a~t reCord ·'"Hl 1·o·ar re~ntlo-:s , t ?Lc t he ' 11 
do as ·rou think - so - '·•t ! r~:-dy .;ant ~o ~o!nt 
out ~h6t t.!lere ~s u ~o~""lb'l!tj' !n .. . 1e ot~::::- ~1-ee-
tion . 

Oh I _ l'\'e l'laiehed ~· • t · nd i • '1u c c.es ~ee:: 
• ... • .. "" d l - r1 i ~ " 

r nd S .... ~ ,. ,1 ri~"'ht ..-"':•ne:l - n - · ... · 
u ... 1 ~ f " -, * •hn 

Jupposing he suyo , ·· n~~rn r 1" to C"1rrc.La. ... e .... '"' ,. 
policy at t his end nnd you • re to r~"rasent on t .. e 

Hill ." 

Yeuh • 

.. ell , I 1 ll ~ey , "1 cen •:. 'o it . " 

... • 
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Yeah • 

See? 

But your Research Organization, eto . , end what ­
not e r e a lways at their disposal. Is t hat whet 
you .. . . 

Yes , but they could be tranoferred, i f necessa r y . 

I see . 

He can transfer t.herr. by exeo·Jtive order . 

Yeah . "eah . 

But, I =een - he ' c rot t o 1o one of - of- of two 
or three things . Either he ' s tot to s er I'c: still 
in charge or the whole 110rks .... 

Yea • 

...• or he can ~ey that Byrneo i~ &oing to !landle 
the tax policies und you people reprocent on the 
!!ill. 

Yes . 

.utd I say , "11o , I Cf>n ' t co ul ong ....• " 

Yeah . 

That he can do the whole work . 

;e ll , I e&ree unq•1estionnbly that ~he only ·,e,• ro r 
you to work , 1~ •."te!'l yo•J f t· 1 t~.t':. t.~e resiJo .. ~it.·lll 
is clear cut ""d !'OU' ve got t ho con~lc!enc~ e..-,d 1f 
r:et tha t q•1estion end ens· ·"rod l t , uhy , o.<e.:,' · 

»nd - end es I cay - I - 1~ - 1f they c-" '"or:: ln 
that sentence ·nhich ::'r •tl sn l d , t!tnt ·•nlesz ~:,is thing 
is cle-ified after t his p\lbllc at:.t.r er.t - - r. r.n -
our position on the Hill iD unteno.ble . 

All right . That ' s nn n~dttinnu1 sc"teoce . 

Yeah . 
v y I think oor.ethinr, llko th•t 1':1-ht well 
.e~ . es . 
be included . 

~· • 

Regraded Unclassified



"1..Jr: 

'"!.·Jr : 

·: .... r: 

... 
::t.Jr: 

... 
"!LJr: 

• i : 

::J.Jr : 

l!.rbert 
Custon : 

:~r: 

C: 

,~.Jr: 

C: 

::L:Jr : 

,!! Jr: 

- 19 -

...nd I just wondered t t" we con • t se1· that our 
relationship this year with the !1111 is - with _ 
with the con011i ttees , has been better then it • s 
evo r been. 

I 'm a little r eluctnnt . 
ins yo"J.r case, and your 
1.ori ts . 

All r i ght . 

Yet·h . 

Then you • re al.nost plead­
onse hoo to s t and on it ' s 

212 

Oh , they - tell Geaton t~1ct ho needn ' t cell r:e beck, 
see? 

Yeah • 

You - you fello•:1s ))'Jt in tht.t ~e:~tence . 

·.sell , had you told 1 t to sor:ebody else? :Ie • s co t -
he ' s got it it" you wanted to listen . 

·:shot is it? 

Here it i s • 

Hello? 

It • s - 1 t would bo • t"innl centence t here , "nd sey­
ing, " Until this .::otter in cleared up , it see:::s un­
likely that Congrerslonal leaders ·;;ill '":· :::e::.-ious 
attention to any suggestionn I , or re;,·esentatl\"eS 
or the Treesu::.-y ::ay cake. " 

Just a clnute . (':'al:~s e"ido: Repeats . ) Bell says, 

"Okay . • 
All right . It •11 bP cottiln o,·er ri;::.'lt ;>ror:;>tlY 1o 

that form . 

Okny- doke . 

Okey-doke . 
And I 'm not - I - I id my worrying yeste•·dey ond I -
I think tha t this th1nt ic - 1~ the •.:e.y to do it . 

Yenh . 
An~ I cot ~o: e r~attJ c~od ad~ice t~is 00::.-nlng ... .•. 
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Yeah . 

.• • • from somebody that 's pretty close to t he 
Pr esident. 

Good. Good. 

Who happened to be here in town . 

1Jh huh . Uh huh . 1Jh huh . That • s fine . 

Whet? 

That's fine . 

And she said by all means have t be matter cl eared up. 

Yes . 

And you haven ' t got the f aintest idea who I nean? 

No , I nave no idea, 

What? 

No, I have no idea . 

Wouldn ' t - you couldn't guess? 

No, I couldn't guess . 

And her advice has been pretty good in t he pest. 

Yes . Yes . 

You understand me? 

Yes, Yes . 

, Okey-doke . 

Oke y-doke . 'Bye . 

'Bye . 

... • 
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.Juu 10, lad 

DMI' llba !allJa 
s..,..w, VoJ'Icthau uotat.a th• attuhK 

l 1tter rn• tb• tel•~ ucl bu ubi • to 

tJennSt 1t to tba l'l-Mlllllt tbl'OQ&h JfiU· 

Ba will , .. t~ ~ppNtlah 1t lt 11111 will 

&It it to tha had4ant U IOGil U po111'bll . 

!0111'1 .,.., tl"'lll, 

(Signed) Herbert E. Oaaton 

Harbert ! . OUtlll 
.t.et1~ Seontar'J ot t bll 'l'NU\117 

214 

Regraded Unclassified



J\IDe 10, l9U 

Jq a ... ""· l'Joul4uta 

Atter oouultatlGG with you, I held a ••tiD& 
011 tal poll17 1a ., ottln 011 ~IIDI s. Thou preunt 
"" Se111tor O.orce, Se~~ator 8yr4 , Collll"ellan DovghtOJI, 
Cong11,.11 Cooper, Juqe Vlu01:1, Ill'. "-ul 1114 .,aalt. 
You will •••ll that 011 JUJM • I wrote you a letter, 
a eop{.fl whlah 1• attaahad, talll.llg ot t he reaulta 
ot th ••tine ad I alao r.porte4 orally 011 lt at 
the Cabl.Mt Mltl~ t ba liM day at elob Wr . Byrnea 
•• preunt. 

At the l•• 8 ••tlJIC, the Congre111-1 -­
hera prueat aaU they 'IIOUl.d thlllk thintt G'l'er and they 
11kad thet another alallar ••tin& be bal4 011 J1111e 15. 
Thia propoa.a ae1011cl ••tins bee bua reported in to­
day'• pre1a and 711terday Senator George oont1r..4 
publlol¥ tba llllcltratandlng that auoh a 1111tlng woulcl 
be hel4 1111 the t data. _ 

Nnarpere reported that yuter4ay Ill'. I!Jrnn 
anDOUDot4 a a prtel ...c-rence hla 1ntereat l n tuture 
tal pollcla~. .l tnloar 1Dterpretatlon ot hla l n· 
noa .. allt 1a contawd 1D the tollowlng quotatlCIIl 
tr. aa artlou bJ Wr. Crider ia the II•• Yorlt fl.llltt 
ot toda71 

•roUGII'lll& 10 olo11}J upCIIl the 
Preeideat'l P"'' contert~~ct ttat•­
Mnt JNterday in tnor ot co:apulaor7 
I&Yln&S, whloh wa• conatrued aa a re­
puiiatloa ot Seoretar7 Worgentbau '• 
lallatanoe up011 yoluntaey aninga, 
t he 111110\IDOialllt the t Ill'. By rnn •• 
coin& to take a hand in the thaping 
ot tuture tu pollol11 led obunera 
to the o011olualon that Ill'. Korcenthau 
will no longer be the AdlalnlltratlCII'l't 
taa polio7 • ker.• 
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InTi .. or thil lituat i on, I woul d appreciate 
Jour adYiein& •• at {our .. rli11t oonYani•noe whether 
J OU whh •• to hold he a11tln& on June 15, I lhould 
like to t11l tree to lhow 7our o-uni oaUon to the 
oon!•r••• ana, better 71t, to make it publio. It I 
aa to oontlnue to be r11ponliblt to JOU tor the dtnlop­
.. nt ot tax polloi•• and t o repreaent J OU betore Con-

f
ree• oa tax a&tter•, 1t ,, ... to at t hat thl• 1• the 
1a& to olear up t he eCID.fulioa ort~h4 b)' the 1tatnenh 

Mdt b7 Mr . BJT'IIII Jllhr4al • Until thb att h r b 
ol .. rei up, 1t ,, ... unlik•l7 that Concr•••ional l eader• 
wlll p&J 1erl 0U1 attention to aQJ •uca••ti001 I or rep­
re .. ntathll ot the Treuur7 'U.'f cake. 

t'be Prt~14ent, 

t'bt Whitt BOUle. 

Your• alncer•lJ, 

(Slgnod) Honr~ Worsontkaa, Jr, 

(by H,!,Q , ) 
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June 10, 1943 

Draft i3 as revised by the Secretary 

lly dear Mr. President: 

After consultation with you, I held a meeting 

on tax policy in my office on June s. Those present 

were Senator George, Senator Byrd, Congressman Daughton, 

Congressman Cooper, Judge Vinson, Mr. Paul and myself. 

You will recall that on June 4 I wrote you a letter, 

a copy of which is attached, telling of the results 

of this meeting and I also reported orally on it at 

the Cabinet meeting the same day at which Wr . Byrnes 

was present . 

At the June 3 meeting, the Congressional members 

present said they would think things over and they 

asked that another similar meeting be held on June 15. 

This proposed second meeting has been reported in 

today's press and yesterday Senator George confi~ed 

publicly the understanding that such a aeetlng would 

be held on that date . 

Newspapers reported that yesterday Mr. Byrnes 

announced at a press conference his interest in future 

tax policies. 1 typical interpretation of his 

announcement is contained in the foll owing quotation 

21"7 
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from an article by Mr. Crider in the New York Times 

of today: 

"Following ao closely upon the 

President's press conference statement 

yesterday in favor of compulsory savings , 

which was construed aa a repudiation of 

Secretary Yorgenthau's insistence upon 

voluntary savings, the announcement that 

Mr. Byrnes was going to take a hand in 

the shaping of future tax policies l ed 

observers to the conclusion that Mr. Yor­

genthau will no longer be the Administration 's 

tax policy maker." 

In view of this situation, I would appreciate 

your adTiaing me at your earliut convenience whether 

you wiah ae to hold the meeting on June 15. I shoUld 

like to feel tree to show your communication to the 

conferees and, better yet , to make it public. If I 

am to continue to be responsible to you tor the develop• 

ment of tax policies and to represent you before Congress 

on tax matters , it seema to me that this is the time to 

clear up the confusion created by the statements made 

by Wrf. Byrnes yesterday. 
Yours sinc erely, 
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Herbert 
easton : 

m,:Jr: 

C: 

HJ.'.lr : 

C: 

m.:Jr: 

C: 

m.:Jr: 

C: 

C: 

!!!.:Jr: 

C: 

!li!Jr: 

C: 

Sullivan is here . 

Let me talk to him. 

June 10, 19L3 
5:10 p.m. 

Yes. And we have the ticker statement or the President 
signing the bill . 

You have? 

Yea . 

"Nhat did he say? 

Here is - here is the - here is the Uni ted Press: 
"President Roosevelt signed the Pay-as- you- go income 
tax bill pr oviding tor twenty per cent withholding 
tax to start July 1 , forgiv ing trom seventy- five to 
one hundred per cent or the year's tax liabil ity tor 
all persons. Mr. Roosevelt signed the bill after 
war 1Job1lizat1on Director Byrnes had, in behalf or the 
Pr esident, discussed the new system of tax collection 
a nd future tax policies with Treasury General Counsel , 
Randolph Paul, 0. E. s . Director, Vinson , and Budget 
Director Smith. Byrnes indicated yesterday that 
Mr . Roosevelt would accompany the bill with a s tate­
ment, but none was forthcoming from the 'o'lhite House 
now; only the bare announcement or t he s ignature 
wee made." And Dow-Jones says, "The ••.• 

Wai t e minute. I'm now going to laugh l ike a horse. 

tLaughe) 

Is Barry White ar ound? 

Yeah. He's here. 

Tell him the old - the old elbow' s s till working. 

Uh - huh uh - huh. Ah - well , I 'm - I'm mystified . 
I can oniy assume now that the - that Byrnes is 
going to try to sell a statement to the President 
as a trailer or a to1low. Ah - Randolph has some 
views on the subject he'd like to give you. 

Now l isten. Before I get anybody's views . ••• 

Yes . 
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::.:.rr: 

·:...rr: 

··:.:.rr : 
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I have !"red S::ith'a question und answer to 
t~o President •••• 

Yes • 

which I think i s swell. 

Uh - huh . 

Now the sooner you, Herbert Cas t on , can so across 
the street, if St eve ~arly is there and hand that 
to him • 
Yeah . 

.. .. t~e better . 

.. eah . ~n rit;ht . 

weo? 

Yeah . 

Now I - I mean if you wait too l fl te , !Jteve get w 
crotchety 

Yeah . 

•..• but I would call up Steve E"rly And ack hil:i -
tell him "Did you know about ny conversation ··rith 
the President?" •••• 

Yes . 
a nd that the President rove no the 1cpress1on 

distinctly he wanted it corrected •••. 

Yes . 
e nd here would be a way to do it . 

Yes . Yes • 

See? 

Ye$ . Yes . 

I wouldn ' t lose any time on t~ut . 

t.ll right . All right. I ' ll - I ' ll do that . 
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;a.:.rr: 

G: 

mar: 

G: 

ill~Jr: 

C: 

P.J.:Jr: 
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See? 

Yeah. 

And a - a - I 'll - why don't you, while I 'm talking 
to Paul, just step in my outer office and see whether 
Steve will see you. 

Yes , I 'll do that. 

You - well, you can use my White House phone . 

Yes . 

Just pick that up. 

C: I'll do that . 

!C.:Jr: Just pick up my White House phone. 

G: I 'll do that. I'll talk - I ' ll talk to him right 
away. 

r~Jr: Have you got a copy ot it? 

C: 

HJ,:J r: 

!ll.:.Tr: 

G: 

!!l.:Jr: 

G: 

Randolph 
l'eul : 

m.:.rr: 

l' : 

Yean . I got a copy on my desk. 

Well , it's wonderful. I - I ' d ask St eve if you 
could come over a nd s ee him. 

Yes . That's what I had planned to do before this 
other t hing came along. 

?:ell , I'd do it right now. 

Well , all r ight . 

I'll - I'll talk to Paul a minute. 

Right. 

Hello . 

What do you think happened? 

I don 't know, but al l I wanted to say there w~e~ h 
you came to that point wns this, that - t hat n t 
in this morning's meeting h&d advocated - broug~~ 
out a short statementi

1
to
1 

bed-b;~ ~: ~i~~ :c~~~~ery 
the signing or this b on 
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m:Jr: 

P: 

F.!.:Jr: 

P: 

P: 

ill:Jr: 

?: 

!U.:Jr: 

P: 

!larry 
.'hite: 

!!l.:Jr: 

... .. 
!O'Jr: 

··. . . 

:: 

- l. -

statement - inflation message . In other words , he 
bad in mind two statements. Byrnes argues that there 
shouldn 't be, or seid the President wanted only one 
statement or combine the two, you see . So Cohen is 
in my of - Cohen und Colme are in my office now ... • 

Yee . 

with a re-draft of the message, und of course 
they - they didn ' t know - even the re -draft is on 
the basis that he hasn't yet signed the bill , so 
they have to change the words "I am si@ning 

Before anybody tells me anything else , I've got to -
I've got to enjoy this for five minutes a nd turn 
it over on my tongue. And I think my statement I 
geve out this ~orning saying t hat I had let the 
President know a week ago what I wanted - I didn't 
say why - hello? 

Yeah . 

I think for the moment, just for the second, we're 
sitting very pretty. '!le 've made e n ass out of Byrnes . 

Yeah . Well , I - I don't - Ben is now working on 
tha theory that - that this is e separate statement , 
you see . 

Oh, ~ure . They cen supply the rounds . 

(Laughs) 

Let ce t alk to Harry 'iblte a oinute. 

All right . 

Hello . 

Round l for us. \'/hat? 
· be Round one, two. (Laughs) Yes . I - it seems to 

end three, but - did the letter get there? 

Oh , yes . I'm s ure it did . 

Uh - huh • 

The letter ma y have bad eooatbinr to do with it . 

Yeah . I don't get t he full - quite the ful l s ignifi-
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·::.Jr : 
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'!J..Jr : 

:J..Jr: 

IU.:Jr: 

',/ : 

tn.:Jr: 

!!I.:Jr: 

. I : 

!!I.!Jr: 

W: 

lW.Jr: 

.. · : 
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cance o r t he absence o r nny etato~ent , but ~aste 
the boys will expl a in tone , but •• .. 

. /ell. •. . 

. .. . anyway you feel thet 1 t ' o - it • s all l'ig.>1t , 

'.'/ell, I tll1nk - my guess 1r. - this is just my guess -
is that Byrnes did just what Baruch did - ah - nine 
years ego • • .. 

Uh - hub . 

called a press conference .. •• 

Uh - hub . 

He - he was c alled " Acting Preside:Jt" .... 

Yeah. 

•.. . end he Just over- shot his mark. 

223 

Uh-hub . Would - do you t hink t ha t you would beer 
by ' phone Ol' next time you wel'e in Washington or what ? 

You mean answers to my letter? 

Yeah. 

The chances are tha t the President will have Cr a ce 
Tully cell me • 

I see . I see . \/ell, I hope that • s all , because .... 

Wel l, it certainly - my not going to the Qeeting -
my saying that I had let the President knotJ, Byrnes 
saying he was going to work out a stateztent for the 
President , makes a monkey out ot him. 

And tile tact - unless there • s one to be followed . 
Oh , you me an - I see •.•• yeah- yeah- you mean 
that the public would e~pect it to come out . 

Well , l ook what Byrnes se.ld yesterday ...• 

Yeob - yeah t hat ' s true . Tha t ' s tr•1e , and - well 
why do you ~ 1t - I suppo11e he didn ' t , beca·Jse he 
wos lnstr:.Jcted not t o , because if !t -.o:-e left 
with him, ~e c ertainly •· ul1 have . 
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•. l'bert 
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'l.Jr: 
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::J .. Jr: 
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:lho? 

Byrnes . I mean after havinG ~ude t he s tatenent , 
I suppose he would have prepar ed - in t he morning 
praas - yesterday r nthel' - he would have prepared 
a statement t o accompany tho Pr esident ' s dec i s i on . 

224 

Uh - no - huh . Whet I think he d 1<1 was , he wos just -
exceeded his aut hori ty . ThtJ.t ' s whet I :old you , 
didn ' t I? 

Yenh , but I z:ean how - !low did he know til t he 
shouldn ' t prepar e an odditio~ul ztate~ent? 

~·;ell , I don 1 t. k!low . 

Yenb • 

I ' o enjoying it . 

Yeah. './ell , I think co r.uch ~or the sood . Herbert 
has just t al ked to ~teva and he ' s (O t so~ething to 
soy to you • 

~·o r five oinutes anywuy . 

Right • 

John? 

Hello , this i s :ier~ert n£ in . I J'.lst t ull,ed ~o 
.;)teve Early. ;:e ,. a~d he con ' :. po~c:ii: l:r see ::e 
toni£ht - he ' S cot ~n ~~cecerent in ~i:~een min~te~ , 
und he • s cot t o cleer ·ap !11 s desk .. .,d ret a''"'7 • 

Yes . 

lie wi ll hovrever see t:e tor::orrow r.;ornln&. I told 
him t hat I had -'was ~atod eo ro to Philadelphia 
a nd would he see so!'lebody eVe - representus the 
Treo.sury tooorro" r::o::-nlns 

Yos . 

end he 
bo - before 

seld he •·:oul cl . .,, e h 1r: .<t t o~ o ' eloc:< 
t~ ~- ' ... ~o f ter ~e ' ::; seen tt.e he -oe~ to - ·' • ~ 
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?reddont , but I se1d , "";ell , you won • t have another 
chance to see the President before the conference" 
~ n<l he seid , ''Oil , yes , I will, . 1' 11 see him - I se~ 
him every dey ten r: inutes berore the conference , " 

'Nell , le t John go . 

Yeah , ell right . That ' s fino . And now - and now 
then I - he also told me - I told him what the 
metter was , end he said , ""'elt , he didn • t say 
en)~hin& tone about it a t oll , end I think it ' s 
very unlikely that he ' ll open up the subject at 
tonorrow' s conference . " 

·::en , let John go anyway. 

Yeah . I think - I think that• e r irht , &nd also 
! do think that t!tis hi(h- oover letter that is ln 
process or cestation outnt t o ro to hi~ , h~t ]0~ ' 11 -
you can cake up your mind e rter you see it tonl rht . 

'.tell , if you can • t ge t it on the teletype , have the 
boys left to come up? 

Yes , they have . Yeah , uh - huh . 

\'/ell , they con put it on the tolotype , and if I -
if they russ ce here, the fellow can drive the 
letter up to the farm . 

.. 11 right . I • 11 t ell then to c!o thSt . If they 
r:is~ you a t the hospital , t !te it on ••p t o the ram . 

;,nd - will John be wllllnr t o ~ .. )(e t~ir over tor:o=~o" 

to 

He says . '" Yes" . He nods very enphaticull:; . 

Good . 

Yes . 

'.'leU , let me talk to John . 

Here you &re . He wants t o t ulk to you . rtll r ight . 

Yes , Ur. Secretary . 

·::e con hhve a horse 1euo;h ~or ~i vo oinute£ a nyway • 
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:ell , neke it fifteen. 

··:e • ve made a perfect ass out of Byrnes . 

.:ell , now I don ' t know whether you • ve cot the 
chronology or these calls • . • . 

No . 

ri(!ht after our - you remember we talked fron 
two to three - ah - you and this group bore ••.• 

Yoab . A little louder. 

'lou - we t alked froo two to throe. Tbon I got 
back to ny office and very soon after I rot beck, 
I f.Ot e cell rroo Steve. I t&lked with hit: e 
couple or days before , end esked !11~ to let ne 
know ,-,hen enyt!ling broke on thlc . ~o he called 
up , and said , "The President ls about to ennounce 
t hat he bas signed the bill" . 

Yeah . 

And I said , "''!ell , I thourht they were ~;olnr; to 
wei t for ~.;r . Byr nes ' statement" • And he said , 
"':/ell , we don 't know &nythinc ubout uny stater1ent" 

Yeah . 

. • • . be said , "The bill hns been signed." 

Yeah . 

Then he called me beck about ten or fitteen cinutes 
later 

Yeah . 

d b id "It' s ell right . Let it go" be ..•• an e sa , 
says, " we ' ve jusl r eleated the state.:ent" • · ·• 

Yeah . 

d he S
aid "Bet ween you end me , it 11ns signed 

. .. • un , 
at reven o ' clock lost niS)lt " . 

(Laughs) I ' ll be damned . 

rin~ then I said ' " './ell' !low ebout t!ie 
und he said ' ,-:ell, just between ;,rou 

£teterent '?' .. 
nd c:e , I don't 
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(con~ ·d) know whether ther e ' s going to be any state~ent or 
not , but there ' ll be none ~ode this orternoon. " 

'': :Jr: 

S.:Jr: 

m.:Jr : 

'!J.:Jr: 

• ., 0 ... _. 

.......... . . 

·: .. Jr : 

''ell , being in t he l eft wing of the '.'/hi t e House 
has no advan t ages over being i n t he Treasury. 

Not a bit . 

(Lnu£hs ) I f eel good . I ' m going up to see my 
wi f e now . 

Give her my very best . I ' m gLad to hear she's 
be t t er. 

Yeah . ":ell , I think it • s very lllllusing. I think 
ny old elbow s t il l i s okay . 

"'ell , anyway, Steve was c11ll1ng r:e so I ' d r einst&t e 
this broedce~t that I ' d cancelled this noon tir:e . 

Oh , for heaven' s sake . 

':/ell , you • 1 1 be - we • ve got a hook-up o f a 121 
stations on t he Columbia Zyet em. 

Good for you . 

I 'm going to .... 

You see him t omorrow rr.or ning, on~ - end see whet 
you can do to get him to ret tho Preoident to 
uoe this . 

Yes , I will. 

It ' s e good statement . 

Okay. ·.:e •re on at ten - froo ten- thirt;- to 1uarter 
of eleve n. 

Ten whet? 

Ten- t hirty t o quar ter of eleven tonight . 

"/hat s t at i on? 

Ah - well , it ' s t he Columbia ,gyotem. 

I ' ll be l !st enin ' . 

22 / 

. . rl h e sone actors nortray1ng 
I ' ve got a - 8 panel ' t n - - • &nd so on Lnd 
war work13re end v:oi:en nunt !.ion wor:'Ce~a 
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(eo~c · d) co forth , asking no questions . 

:: : r; I ' 11 be 11stenin ' . 

:1: Jr : 

... ·-· _. .. a o 

'.er l>ert 
-; ton: 

·:: .Jr: 

" · 

·: Jr: 

::: .:r: 

·: _:r: 

'" . . . .., r : 

... .. - ... :..·: 

Okay , sir. 

./hat • s that? 

!len will be beck in the mor ning? 

Dan be here in t he morn i ng? 

Pan left on the four- thirty . 

I rea . All r ight , si r . 

.. ne - I ' 11 be wai tine for this let ter - this 
!!i(h-powered letter • 

• 11 ri(;ht . Just a minute . !!or b has so:::ethins. 

The other letter was delivered over at the 
·::hi te House . 

It was? 

Yes . I - 1:1ss Tully was with tho Pr esident, but 
I t alked to J:rs . Bra<ly ond s he said " Okey", and 
it was sent over by o 3ecret fe rvi ce man . 

·.:ell , rhe ' s very competent - t:rs . Br ad y. 

Yes - yes . 

I fee l good for the r.or.ent . 

:;en , I think for the r:or.ont , it ' s - 1 t doe3 look 
I:OOd . 

Yeah . And I think our "te.ter:ent chot we cave ou t 
'hi s corning - eh - 1~ F,Ood . 

(Laughs) Yeah , I t hink that ' s ull - tha t ' s f ine . 

Now if the President wilt ~o the r l[lht thing by 
me - everything will be lovoly . ... 

Yeah - yeah - yaoh • 

until t hose boys do so:::ethinr olse . 

Yeah - yc9h , 3u~ I ·vont to - I '''Hit to oee- I 
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want hi m to have t his urgur.~ent about enforced 
navings . 

1 went him to have it . 

Yeah. 

Okey-doke . 

Okey-doke . 
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Draft of letter to !be Prealaeat for s.or.tar,r'a al eaature. 

I - l 

Deu liP. Pl'el14eat: 

•· ·Paul a tteaa.a to4at a a ., nprtantatl n a 

•etlq ..u.a 'bJ liP. Juatloe BJPn .. u Wu Vobllbatlon 

Dlreetor at whloh tboae preaent, in a441tion to Juatioe 

BJPD•• lAolu4e4 the Director of the Buclg.t ana -bare 

of hll ataff and Ju4ge rrea llnaon, Director of Bconoalc 

Sta'blllsatlOD. !be au'bjeot of dhou11lon at the Meting 

ftl a propoa.a atata111t to be luuea by ;rou in connection 

with or followlllg IIIDOUDOtDIDt of JOUI' appronl of the 

pq•&a•JW.•CO tu 'bill. In the propoaecl atat-t refer-

.... b M4e to JO'Ia 'buaget MiliCI, iD -.hioh JOU 

reGG~aiD4e4 laglalatlon to raia• ad41tlonal tunaa in the 

fora of tuta or u'flnga, or both, to the aaount of 

18 'blllloD doll&rl• fbi atat~Mnt II drafte4 4eflnite17 
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be of ehort duration and in relatlnJ.t inoon .. quential 

uount. 

But I haTe Terf aerioua doubta that it auch an 

announo-t u propoaad .. re i uued we 110uld atand 1111oh 

chanoa of getting eTtn an additional f lTt bllll ona in 

tu11. Stat..nta haTe alraadJ' b11n •d• to t he effect 

that the dafer.ent of 25 per cent of the 1942 tax liabill t l ea 

Llpliea that •• will not aek for additional incom. tax-

ation at preaant or oTer the next two yeara. The Treaaury, 

I ahould add 1 
haa not b11n a part1 t o aDT auch atattDenta, 

'INt I baline a reoo-ndaUon for t he adoption of en­

forced ltndlnc at tbla tim. 110uld be accepted in Congrua 

ae an abandou..nt of aD1 effort to get additional income 

tax11, tither indiTidual or corporat ion. The preuure 

for enforced lending h in 111 opinion coming e.l.lloet ex-

• 
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olue1 nlt fro• thoea who expect the adoption of foroad 

1aving1 intended aainlt t o hit the low income group• 

to aava thea fro. the naoesaity of P'7ing additional tax••· 

-

Our aoono.r ie wall able to etand additional taxat ion, 

inoludLng additional income tuation, at thb t!Ju. Our 

aetimataa indicate that National income p~enta, a!ter P&¥­

aant of indh'ldual tu11, in the calendar 1ear 1942 

aaounted to 109 billion dollare, whereas inoo~e payments, 

after indi Tidual tax11, for the calendar yee.r 1943 will 

aaount to $125 billione. Here i1 an 1ncreaeed capacity 

to pa7 of 16 billiona, apinst which we han up to 

data levied only about an additional three billiona 

on an annual bade for the next two yee.rs throu&h the 

pay-ae-you-go tax plan. 

The effect of the enactment at thie time of enforced 

• 
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lending would certainly be to interfere very aerioualy 

with our payroll aavinge plan, our other regular pur­

chaeea ot nr bond1 and our tuture drlna tor tunda in 

l&rg1 uounta. It would not relln• ua ot the 

nec .. aity ot continuing thla ateaq eollcitatlon and 

th••• periodic drivea. !ven i t coupled with 5 billion 

dollara ot additional taxea, an 11 billion dollar en­

forced landing plan would atilllave sore th111 50 billion 

dollara annually, on the baaia of t~e preaent budget, to 

be ralaea by borrowing and that money would have to be 

rala1d through lntenaltylng our regular purehaae ~palgna 

and carrying on periodic dr lvea 11 •• are doing now. 

The dittlculti" ot carrying on t heae two foru of 

campaign would be ~aaurably increased by a aavin&• 

l evy which would create in the aind of the average wage-

, . 
• 
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t&J'Ile!' the eti'Ong I.Jipl'euion that be had done hla tull 

dutr with reapeot to the purcbaae of ~o~ern.ent aecuri­

Uea through the enforced deduction from bit pay. It 

would, I think, go a long 'fit¥ t onrd kUling the en­

thudua and the high liOr&le &liiOilg 1110rken to which We 

ba~e been able to contribute throueh our ~olunt1r7 

Pl7TOll eaTings pltn for the purchase or war bonds. 

I thl.nk the eame effect would be obeerTed wi th respect to 

other regular purohaeer• who are not on the pe;yroll 

deduction pltn. 

It i1 pertinent here t o note that the participation 

~ 1nd1~1duale 1n the ~oluntarr purohaae of Gove~nt 

· eecurltiel bae been lncreaelng eubatantially. Froa 

Januarr to June, 1942, the net purohaaee or Govel"'lll8nt 

eecurlti11 by indhiduall (redeaptlone deducted) were 

.~ 
~ 
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4.4 billiona. The purchaaea f rom July to Deceober, 

1942, were 5.8 bllllona. IndiYidual net purchaaea 

from Januarr t o MAl, 1943, lnclualYe, were B.s billion• 

ana with the alntau. f igure eati~ated for June of .7 

bi lliona added, t he t otal for January t o June, 1943, 

will aaount to not leaa t han 7 billiont. 

1'1 thout an,y lncreued telling e1'1'or ta and without 

anticipLt ing a continuance of the upward curYe sho~ 

here, we could confidently r ely on indiYidual ealea for 

the calendar yaar 1S.3 of not leu than 14 bUllona. !a 

a utter of fact, howenr, n are wholly confident that 

the Yoluntarr aalea to lndiYiduala will far exceed that 

aua. We han 11t a . coal for the remainder of 'the year 

of 18 billion dollars in Yoluntary war bond purchaeea by 

indiYiduala, which if achiaYad would giYe ua a t otal for 

1943 of approxl a&tely 25 billiona. 

-
237 
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There are at this moment 27 million paraona e.ployea· 

ln lnduatry, by the GoTernment and ln the armed foreea 

who are participating in the regular payroll deduction 

plan of lnTeataant in war 1aTlnsa bonda. The aTerage 

deduction from the aalari tl and wagu of all these print• 

and public empl o7eaa i • in exoeaa of 9 per cent of their 

total pay. P&yroll deduct ion alone, not including other 

forma ot regular and oocaalonal voluntary inTeat~ent, 

account• tor 425 mi llion dollars a month. 

It put thh payroll anlnc• plan into et!ect earlJ' 

laat year and in the f i r st ai x mont ha of 1942 we raised 

537 allllona by thla tUthod. In the lut six montha ot 

t he 7ear aubaor iptiona throu&h pa1roll aaTlnga amounted 

to 1,897 a1ll1on dollar•· From Januar1 to Uaf, 1943, 

1946 milliona were rai aod and i f 425 milllona are addad 
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•• an aet imate for the aont h of June, the total for the 

firat ail montha of 1943 will be 2,370 aill1one by the 

payroll deduction plan alone. 

I know that it will be entirelf apparent to you 

thal the leY7inc of 11 billion dollar• in the fora of 

&n enforced loan or r efundable tax would not conatitute 

an addition to available funda of &n¥thing like that 

amount. A large portion of it would cartainly come out 

of t ha preaent Tolume of Toluntary purchaaea. We would 

face a riak that tha major portion, perhapa aa wuch aa 7 

or 8 bllUona, would conatl tute a net deduction froa the 

purchaaia that are now being m&da on the Toluntary baaia. 

Thia would l eaTe ua in the poeition of having gained 

perhope 3 or 4 billion• of additional lo&na (not reTenue) 

agaln.at which we would han to meaaure the incalculable 

239 
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ot!eot upon our volunt&ry a&vlnga c~paign whi ch would 

result through t he &doption ot o~pulaory l anding and 

-
240 

the oonaaquant narrowing ot our f ield and ereat inoreaee • 

in talaa realatance. 

There &re at ill other conaideratlona which I think 

you ahould take i nto account. Enforced landing would be 

levied through t he t&X mechania• and ot neceaaity would 

be subject to exactly the aame li~itat iona at &pply ln 

the caaa ot lncoaa t&xea. Thla meana that the amount o! 

en!oroed lnlea which we could apply In 1111 income group 

would be lWted by t he capaci ty to pay ot thoa• in that 

group who are lea.t able to p&y. They would thua not be 

et!eotlve in aopplng up the exceaa inco~• which exiate at 

all inco~e level• except the lowest. It l a only coacnn 

aense, i t seeoa to ae, to deduce that we oucht to use the 
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tn mechanism to the f'ullest pou ible extent under 

these lim1t&ttone to obtain additional revenue rather t han 

to borrow through that meohani~. Borrowing will not 

have the aame deterrent effect on spending that taxation 

would haTe. Those that were forced to lend to the 

Gonl'DIIIent will count those loMe &a aneta anilable 

in the future and will thua be leas inclined to put aside 

other eaTings for a rainy day. 

!o aum:ll&J"iu, 'll1:f atro!IE objection to a:tJ'f announo•ent 

at thta time that a ·forced l ending meaaure 1a contmpl&ted 

h baaed on these consider&tl.one: 

(1 ) It will defeat our &ttempt to get the addition&! 

taxea we need. 

(2) It will aerloualr interfere with borrowing ?r o-

crama which will have to be c&rried on in aD1 eTent. 

... ... 
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(S) The net g&in at beat will be Ter7 aall and 

it ia higbl¥ doubttul that t here will bt &n1 net gain 

in anil&blt funda; on the eontrery t here Q1 be a 

lou. 

Con~tquently, I hope nry atrongly that you will 

adhere to your determination not to experiMent with 

forotd lending, at ltaat until you have an opportunit7 

to obaern t ne ruul ta of the voluntary • avinga plan 

up to and including the Third War Loan Drive, whi ch •• 

plan to put on in Sept.aber. 

Sincerely youra, 

... 
242 
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!.C.U.l Stl•VICt IIY TORUlA 

sot T =•~VICt 'JA VILSO~ 

; .• rlLL?~ I::c KESSACE TO n DELIVERED TO SECRETARY IN ACCORJAKCE VITu 
y 'P-L ?N>:Cl INSTRUCTIONS " 

~~ S~\L ·~ START "' .. 
Tl s.:CkL1AkY MORCENTHAU• 

HL<• ITH ~HAFT Or LETTER FOR YOUR SICNATURt AS DICTATED eY ML riCU~ES 
CI'·"L" fY TICKTON , OTHERS IIILL READ TONICH1', CASTON ' 

·•• • PAUL ATnNDED TODAY AS IIY REPRESf.NTATIV!: A MEiTING CALLED BY 
" Jl STICO. rYR>lES AS ~WAR HOBILlZA'TIOII DIRECTOR AT 'JHICtl THOSi PR£su;T 

I •lO ITIJN TO JUSTICE BYRiltS INCWDED THC DIRECTOR OF THE BUDGET AIIO ' 
.• S Jr HIS STArr AND JUDGE rREO VINSON, OIRECTO~ Of ECONOo'IIC 

ST ILIZATN~ . THE SUBJECT o r DISCUSSIO" AT THE KE£TIHC WAS A 
U P<IS•D STAhKENT TO EE I SSUED BY YOU I ' 
I CllrltCTION VITll OR rOLLOWitiC AS~Out:CEKUIT or YOUR APPROVAL or THE 
~- S•YOC• GO TAX riLL• Ill THE PROPOSED STAT• 'ENT REFEkENCE IS KAJE 

•" T Jl'R FUOCET HESSAC£t Ill VKICH YOU RECO>!HtHDED LECISLATIOM TO RAISE 
• lTIJ';AL fUNDS IN THE FORK or TAXES OR SAVI•CS, OR EOTH, TO THE 

Al )m:J JF 16 PILLION DOLLARS. THE STATEliENT AS ORAFHD OtrlNlltLY 
!': •• STS THAT A CO.SIDERABLE PART or THIS A XXA~UNT Et RAISED THROUGH 

f 'o<C£0 LEtiO INC TO THt GOVERNMENT AND t1R, PAUL 'JAS INfOR~F.O TKAT A 
l•· ToiTI Vi: S~KLOUL£ UAD PE£11 DRAf'TED EY THE EURLAU or TKL EUDCET ~IIICK 
C:.Lt ) fOR II DILLION DOLLARS tNr ORCED LENDING AND OIILY 5 81LLIO~S IN 
::1.'J TAX£S , 

I \lAilT TO PRESf.tlT TO YOU AS STRONGLY AS I CAN 11Y CONVICTION THAT 
SCC:I A STAnMENT AT THIS TIME 'JOULD BE A MOST StRIOUS AIID EVEN TRAGIC 
.. !SlAY.£ , IN MY TELEPHONE COIIVERSATION WITH YOU YESTERDAY ABOUT THE 
C>llSToiUCTION PUT BY THE NEWSPAPERS ON YOUR RtHREtiCE 1'l1 COMPULSORY 
S4VHICS Itt YOUR PRESS CONFERENCE or THE DAY BEFORE I TOLD YOU THAT I 
l"'UGHT SOME CORRECTION OUGHT TO BE MADE or 'JHAT StEMED TO BE A PRESS 
·IS'":J;RSTANDINC or THt EHECT or YOUR REIIARKS, SINCE !...BELIEVED THAT 
IF SJT CORRECTED THE IKPRESSION THAT Vt PLAN TO RESOR7 l'OON TO tNrORCED 
SWI''CS VIYKD PUUX VOULD PUT A SERIOUS OAKPER ON OUR EHORTS TO 
I.C.CASE VOLWTARY SUPSCRITXXX SUSSCRIPTIOIIS TO COVERII~ENT LOAIIS . THE 
r·· '<SE or THIS LETTER IS,.AMPLirY VHAT I SAIJ TO YOII TH£11, 

ro 
THLRE IS ANOTHER ASP£ CT Or THE HATTER THAT I RECARD AS EVEtl ~.ORE 

S• lJUS AIID THAT IS THE ErrtCT THAT AN ANNOUKCEKENT NOV or A COKPULSORY 

SAVI:"s PlAN VILL HAVE ON· OUR ErrORTS TO CET THE SUPSTANTIA'L ADDITIONAL 
TAXATION V£ NEED, OUR PR£SENT TAX YIELD ON AN ANNUAL BASIS IS JUST 
AFJUT O"E• TH I RD OF OUR ANNUAL BUDGET. THE ADDITIO" OF ANOTHER T 
XX l BILLIONS WOULXXXXX ' BILLIONS VOULD NOT GO VERY rAR TO CIIANCE 
l HIS RELATION , IT WOULD LEAVE THE PROPORTION eELOW 40 PER CtNTo 
FOIICED LENDING IS NOT REVENUE AND CANNOT BE CLASSED AS A REVENUE HEASRXXX 
11lASURE, IT ADDS TO THE NATIONAL DEBT WH ICH MUST DE PAID OR RErUNOED 
AT Ttl£ CLOSE OF THE WAR AND, 1r ANY INTEREST SIIOULD DE SAVED· THE 
SAVING WOULD BE OF SHORT DURATION AND H( RELATIVELY INCONSEQUENTIAL 
AMOUNT. 

'BUT I HAVE VERY SERIOUS DOUBTS THAT 1r SUCH AN ANNOUNCEMENT AS 
PROPOSED VLRE ISSUED WE VOULD STAND MUCH CHANCE or CtTTINC EVEN AN 
ADDITINXXX ADDITINXXX ADD ITIONAL FIVE BILLIONS IN TAXES • STATEMt>ITS 

AT THIS 
OF AllY trFORT TO 

INDIVI DUAL OR CORPORATION• 
~IU 181 C":H "C '' 'IQ&T-ilCL" CwiJY 

t~" :t»!£Nar! :St§g~;': ­
TM....., FM II Tltt.-+lf!C'l':!'S r"P\ iiP •J'I" •• 110 A381 i Iii 
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T~E NtxT T'JO 
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;~~iT~~~~~:!~g~~~:!~~;!~~~~~!TT!~!~:~~~~~:~~Jg~LEJ~~~J~~~, r~~i~~~iNC 
CALENDAR YEAR 19412 MlOUNWTO ;09 BILLION DOLLA~S;N~m~~~LI~~~;~' IN TH£ 
PAYMENTS, AFTER INDIVIDUAL TAXES, FOR THE CALENDAR YEAR 1943 SXX WILL 
AMOUNT TO $125 BILLIOSXXX BILLIONS, HERE . IS AN INCREASED CAPACITY TO 

PAY OF 16 BILLIONS, AGAINST WHICH WE HAVE UP TO DATE LEVI ED ONLY ABOUT 
AN ADDITIONAL THREE BILLIONS ON AN ANNUAL BASIS FOR THE NEXT TVO YEAR~ 

THE EFFECT OF • THE £NACTI1ENT AT THIS TIM£ OF ENFORCED L£1/DING ·WOULD 
CERTAINLY BE TO INTERFERE VERY SERIOUSLY WITH OUR PAYROLL SAVINGS PLAN 

OTHER REGULAR PURCHASES OF WAR BONDS AND OUR FUTURE DRIVES FOR FUNDS 
IN LARGE AMOUNTS , IT WOULD NOT RELIEVE US OF THE NECESS ITY or 
CONTINUING THIS STEADY SOLICITATION AND THI:SE PERIODIC DRIVES. EVEN 

IF COUPLED WITH 5 BILLION DOLLARS or ADDITIONA~ TAXES ~N 11 BILLION 
DOLLAR ENFORCE D LENDING· PLAN WOULD STILL LEAVE MORE ~HAN 50 BILLION 
DOLLARS ANNUALLY, ON THE BASIS OF THE PRESENT BUDGET, TO B£ RAISED BY 
BORROWING AND THAT MONEY WOULD HAVE TO BE RAISED THROUGH INTENSIFYING 
OUR REGULAR PURCHASE CAMPAIGNS AND CARRYING ON PERIODIC DRIVES AS WE 
ARE D01NC NOW, ' 

THE DIFFICULTIES OF CARRYING ON THESE TYO FORMS OF CAMPAIGN WOULD 

B£ IMMEASURABLY INCREASED BY A SAVINGS LEVY WHICH WOULD CREATE IN TH£ 
HIND OF THE AVERAGE WAGE- EARNER THE STRONG IMPRESSION THAT HE HAD DON£ 
HIS ruLL DUTY wiTH RESPECT 10 TH£ PURCHASE or GOVERNMEN~ sEcURITIES T 
THROUGH THE ENFORCED DEDUCTION FROM HIS PAY. IT WOULD I THINK, 
GO A LONG WAY TOWARD KILLING THE ENTHUSIAMS AND THE HIG MORAL£ AI10NG 
WORKERS TO WHICH W£ HAVE BEEN ABLE TO CONTRI BUTE THROUGH OUR VOLUNTARY 
PAYROLL SAVINGS PLAN FOR THE PURCHASE OF WAR BONDS· I THINK THE SAME 
EFFECT WOULD B£ OBSERVED WITH RESPECT TO OTHER REGULAR PURCHASERS WHO 

NOT ON THE PAYROLL DEDUCTION PLAN. 

IT IS PERTINENT HERE TO NOTE THAT THE PARTICIPATIN BY INDIVIDUALS 
IN THE VOLUNTARY PURCHASE OF GOVERNMENT SECURITIES HAS BEEN I NCREAS ING 
SUBSTANTI~LLY o FROM JANUARY TO JUN£1 1942, TH E NET PURCHASES OF 
GOV£RN.MENT SECURITIES BY INDIVIDUALS - REDEMPTIONS DEDUCTED- WERE 
4,4 BlLLIONSo THE PURCHASES FROM JULY TO DECEMBER, 19412, WERE 
5oS BILLIONS, INDIVIDUAL NET PURCHASES FROM JANUARY TO MAY, 194~, 
INCLUSIVE, WERE 6 . ~ BILLIONS AND·WIT~ THE MINIMUM FIG URE ESTIMATED FOR 

JUNE OF , 7 BILL IONS ADDED, THE TOTAL FOR JANUARY TO J UNE, 1943, 
WILL AMOUNT FO NOT LESS THAN 7 BILLIOS. 
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:liHJUT A~Y INCREASED SELLINC EFFORTS AND VITHOUT ANTIC'"''"'"""A 

CJIITI ;cA·:Ct Of THE UPVARD CURVE SHOWN HERE, VE COULD CONfiDENTLY RELY 
" I'UIV I OUAL SALES FOR THE CALENDAR YEAR 19•~ Of NOT LESS THAN 1< 
IlLLI-' s . AS A NATTER Of TACT, HOVEVER, WE ARE WHOLLY CONFIOENT THAT 
• •:.L• •.TARY SALES TO INDIVIDUALS WILL f AR txCttD THAT SUKXXl SUfi 
• ~v• s•T A coAL FOR THt totAINDtR o r THE YtAR or ' ' "LUOII DOLLARs 

1
" Y?Lt'TARY WAR BOND PURCHAESXXl PURCHASES BY INDIVIDUALS, UHICH If 

ftCliiLV£~ VJULO CIVE US A TOTAL f OR I94J Of APPROXI~ATELY ., UX 2~ 
• ILll<li<S· 

TH<Rt ARt AT TH IS Hni<EN 27 MILLION PERSOIIS tNPLOvtD IN I'DUSTRY 
!Y TfC£ t::OVER2~HC!fT At:O lN TKt Alltt! D roRC£S WHO ARt PARTICJPATI~C: IN rH£ 
••::tLAR PAYROLL DEDUCTIOII PLAN Of INVESTHENT I~ VAR SAVINC$ !OliOS. 
TH• AVERACE DEDUCTION FROM THE SALARI ES AND WAC£$ Of ALL THESE PR IVATE 
.,,) PUrLIC EMPLOYEES IS IN t XC£$5 Of 9 PER CENT OF THEIR TOTAL PAY . 
PAYoJLL DtDUCTIOII ALONE, NOT INCLUDING OTHER f ORMS OF aeCULAR AIID 
1C~1\S JO:+AL VOLUNTARY 1NV!$THEUT, ACCOUNT$ f OR 42, HlLLtNXXX MILLION 
.-JLL!\~S A ltOflTIC . ' 

1/L PUT TillS PAYROLL SAVINCS PLAN lt<TO EffECT EARLY LAST YEU AIID 
I' THE FIRST SIX MONTHS Of ' 19•2 WE RAISED ,~7 MILL lOllS BY TillS METHOD. 
1'1 THt LAST SIX MOTXXX MONTHS Of THE YEAR SUBSCR I PTIOI<$ THROUCK PAYROLL 
!AVINCS ~KOUNTtD TO 1$97 MILLION DOLLARS . FROM JANUARY TO HAY; 19~ J, 
U.) MILLIONS WERE RA ISED AND IT 42, MILLIONS ARt ADDED AS AN ESTIMAT£ 
FJ•l nu: t1i)NT'H Of JUNE, THt TOTAL f OR THE FIRST SIX KONTHS OF 19ll WILL 
! 2J70 HILLIOSX,XX MILLI ONS BY THE PAYROLL DEDUCTION PLAN ALONE. 

K XXX I KNOV THAT IT VILL BE ENTIRELY APPAR.WT TO YOU THAT THE • 
L&.VYINC Or 1l BILLIONS DOLLARS I N T11I FORK Of AN tNFORCEO LOAN OR • 
14TU11DAfLt TAX VOULD IIOT SXX CONSTITUTE A:l ADDITIOH TO AVAILAeLE TUllOS 
,~f At:Yl'HJ:-tC LUCE THAT AHOUUT. A LAR~t PORTION OF lT IJOULO CtRTAINLY 
~o .e. :tUT 0~ n.t PRESENT YOLUK.£ OF VOLUNTAirY PURCKA$[$. Vt Vl)ULO FACt 

A ~tSK niAT TKL Y.AJOR PDRTJMXXXPORTJON, PtRMAPS AS MUCH AS 7 OR 8 
ILli~IISt VOULD CONSTITUTE A £XXX NET DEDUCTION FROM THE PURCHASES 

AKL ::)V •t iNC HADE ON THE VOLUNTARY BASIS . THIS WOULD LEAVE US IN 
NSITlOtl OF HAVINC CAINED PERHAPS .) OR It BlLLIOil$ OF ADDJTIOA:CX 
AOOITIOAL LOAN$ •NOT REVENUE- ACAI~ST WHICH ~t WOULD HAVE TO KEASUR£ 
THt INCALCULA9 LC EFFECT UPON OUR VOLUifTARY SAVWCS CAK.PA JCN IIHJCH I:OULO 

i!ES~LT THROUCH THE ADOPTION Of COKPULSORY LENDINC AND TH£ COIISE>UtNT 
NARROUINC OF OUR FIELD AND CREAT INCREASE IN SALES RES ISTANCE. 

THERE ARE STILL OTHER CONSIDERAT IONS WHICH 8// I THINK YOU SHOULD 

TAK~ INTO ACCOUNT. ENFORCED LENOWC VOULD eE LEVIED THROUCK THE TAX 
Xl:CHAN 1$111\ AMO OF UtCXXt-ltCtSS IT'/ WOULD BE SUBJECT TO txACTYXXX txAClL Y 
THE SAHE l.. U1tTATIO:iS AS APPLY IN TKE CASE OF WCOH£ TAXI'S . THIS HEANS 
THAT THE AMOUNT OF ENFORCED LEVI£$ WHICH Vt COULD APPLY IN ANY INCOME 
C~JUP ~OULO 8£ Ll" tTtD BY THt CAPACITY TO PAY OF THOSE IN THAT CROUP 
,HJ ARt LEAST ABLE TO PAY. THEY WOULD THUS KOT• et EFFECTIVE IN 
~JPPlNC UP THE EXCESS JNCOKL VHICK EXISTS AT ALL INOOKE LEVELS EXCEPT 
T!iE. LOV£$To IT IS ONLY CotlltON so:st, IT SttKS TO Kt, TO DEDUCE THAT 
lit OUCHT TO USE TH£ TAX IIECMANISII TO THE FULLEST pOSS I BLE EXTENT UNDER 
lltUE LtnlTAllOtCS OT OBTAIN ADDlTIONAL RtVImJE RATMIIt THAN TO BORROV 
.TliAJUC'M THAT KECHANISft. !ORROVIHC VJLL HOT HAvt TMt: SAKE Dtttli£NT Lrf~CT 0" SP[NOINC THAT TAXATION UOULD KAYE. THOSE THAT VERt FORCtn 
TJ LtHO TO THE COVERNHE~~ VILL COUNT TKOS£ LOA~S AS ASSETS AVA1LA£L[ 
IN TK£ fUTURE A"D VJLL THUS a£ LESS INCLINED TO PUT ASIDE OTHEI 
SAYJUC:S FOR A RAI NY DAY· 

TO SUMMARIZE, HY STRONC OBJECTION TO ANY ANIIOUNCDitNT AT THIS TIKE 
THAT A FORCED t.tNDI NC Mt.ASUR£ IS CONTtMPLAT£0 IS CASED Ot~ TH[$[ 
CONS I DERATION$• 

·l• IT YI LL DEFEAT OUR ATTtHPT TO Ct T T)lt A~DIT tONAL TAXES VL 

•2• UT WUKK SXXX 1T WILL SERIOUSLY JN1UrERE lllTII EIORRO!J itlG 
PROCRI\11$ WH ICH llll.L HAU[ TO 6[ CARRIED ON l!l AUY EVENT. 

• J • THE NET CAIN AT S£ST lltll E£ VtRY SMALL A~O IT IS HICtfLY 
DOU!ltrUL THAT THERE Wttl E£ AJff N.£T c;AIN IU AVAit.ArLt FUtlDS, 0~ TMt 
CONTRARY THtR.t KAY et i\ Loss; 

COKSl~UtKTLY, I HOPE vtRT STROMCLY THAT YOU UILL AOHtat TQ YOUR 
DtTtRHINATlOH t:OT TO tXPERIKth'T UITK FOKCtO LtN)IHC, AT LtAST UHT IL YOU 
HAVE A~l OP..ORTV!'ItTY TO OBSERVE THt AlSULTS OF 11<t VOLUHTARY SAVIHCS 
PLAtt UP TO AUD WC:LUDIHC nt£ THIRD VAR LOAN OI I Vt, tiHJCM V[ PLAU TO PUT 
OK IN Stl"ftHPER. _..,......... 
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S
WTEANWDILBLYPROOF THIS BACK AND THEN CALL YOU WE WILL SIGN O BACK ON THE TT SO PL~AS£ . H UNLESS YOU HAV£ S0!1E QUESTIONS ~ 

WILSON £NO OR GA 
NO QUESTIONS TORINA END , . 

T 
SECRET SERVICE NY TORINA 
SECR£"T SERVICE WA II ILSON 

J UST A FEW MINOR CORRECTIONS 

PARAGRAPH THR££ LAST LIN£ 
AfTER WORD LETTER IS "TO" SHOULD BE INSERTED 

SORRY THAT IS PARAGRAPH TWO 

PARAGRAPH riVE THE \lORD AMOUNT IN THE FOURTH LINE SHOULD BE " At10UtlTED" 

PARAGRAPI! SIX IN SIXTH LINE ArTER \lORD TI\XES SHOULD BE A COM!1A AND 
SN SHOULD BE " AN " 

IN PARAGRAPH SEVEN LINE FIVE ArTER \IOULD SHOU LD BE COM!·IAN 

PARAGRAPH NINE THE AMOUNT IN LAST LI NE SHOULD BE 25 BILLIONS 

BE LIEVE THAT IS ALL MOM PLS 

ARE THERE AtiY QUESTI ONS Ill LSOII WD OR GA 

tlO QU!:.STIOilS :J ILL !lAKE COilRECTIOilS Ml:l DEL IVER :1~SSA~: ,n o·:cE 

TOR IIlA WD 
THAiJK YvU •: I LSJN :N:> ( Regraded Unclassified
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June 16, 1943 

~lEMORANilllM FOR THE SECRETARY' S FILES: 

Laot 'l'hursday, June 10, 1943, th8l'e met in the 
office of Justice Byrnes, the fol1owine : 

Justice Byrnes, 
Benjamin V. ~ohen, 

Harold Smith, Budget 
. layne Coy, Budget 
r~rhard Colm, Bud&et 

Judee Vinson,OiS • 
1~andolph Pe.ul 

The mee t in 3 proceeded to read and discurs from 
sentence to sentence a draft combination tax and subsidy 
messa~e l'lhich hnd a.prarently been preoared bv Fen Cohen. 
A numoer oi' correct ions were indicated throu~out the 
readin • of the manuscript - - some by .layne Coy, some by 
myself and sOJ11e by 1Jerhard l;olJn. It was finally a<-reed 
that a committee should be apoointed to redraft the 
r:oposed message t o Coneress ln accordance with the 
a1scussion of the meeting. For this rur rose , ~ . Smith 
su:;gested a r.or.unittee of' Ben Cohen, Gerhard Colm, and 
Randolph Paul. 

Althou 5h I bed previously restated the Treasury 
attitude on the subject of compulsory saving, at this 
point I went into the point more thorouzhly, stat inz 
that I would not be able to serve on the co~ttee because 
the message took the position stronely i n favor of 
compulsory saving, end the Treasury was strongly op; osed 
to such saving. It was definitely stated by Byrnes 
that the Treasury position in this respect was unil ~rstood 
end that I would be servin" on the co~ittee wi thout 
pre judice to the 'treasury ;iews on this 511b ject. After 
consultation with the Secret ary later in the aft ernoon, 
I served on the commit tee . 

The work of the c~runi. ttee of draft in ; end redrafting 
nroceeded throu~bout Tlur sday afternoon when l;ohen and 
Colm came t o this office . The next day, Friday, J';!ne 11th, 
·r . Colm cane to this offi~e for a furth9r redraft1ng --

1 r . Cohen havins turned his encr · ies to the subsidy part 
of the nessa~e . 

~ 

/ 

24< 
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~~o latter part of the messaee was turned over 
on Fr iday to ).lr . Vlhite, and l ater on the Secret ary's 
su r~gestion t o J.lr . D. •I. Bell. On Fr iday afternoon 
I olear ed the situation with tho unilerstandin? with 
),J' , l oll that he would be t•esponsible on contlnuin~ 
,.,,k " tl•h put of tho '""};. 

•. 

245 
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Dear._,., 

•• ,.o amra: A .. wvw. 

,.. 
lo.lt. 
lMI 

.. 

!Mt -• a tlao hlep'lll 7" , .. , • 
- ,.... lliDtla, - ,..... 8.T 1>1 lllrl tllat 
1 oa JOVI to 0-4 &t Ulf u .. , 

......,.lib .....,. -..--.,., Jr • 

... ......,. ot tlao !nUV7 
Galtod ... _ !nUV7 
-..~.v.c. 
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&I -·Will·-----· -·MU-lti U ----
,_.., • m ,.. •m''ll•r - •-un 
=sF 11 r •• • a • ...u II I'D'•• -----UP te.-M,_.-~ ... -
we·• •• ..., w 'tllie w • ••'n•~•• IILL • ... " 

• - -'IIM6 - - ,_ --~~1'141&• .... lbft • •GUl-L' I • 

.............. ~-IUIIP*._W .. ...U. 
__ .u. __ _....,. ....... ..., ... , ,, 

·------· .. _. ... ~ ...... --
··--- & 1•a1•• ••M • .. --111. 

• --·· t"\ .. -·-=· 
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TREASURY DEPART MENT 

INT£R OFFICI: COMMU NICATION 

DATE 

JUN 101943 
TO 

,ROM 

... · j ... ct : J ~equirements ond sources of .~nds tor 
..,um.ncr nncl the Third 7/nr Loan 

I . A;ttoant of ""U!l:!s ~~~ulrod 

I tho financinv period of 5 month5 runn1 n from ~~e 
end or the Second uar LOan thro~h tho Thi:'d ~o~ LOan , t he 
Mrorsary will neod to borrotl o _ross ll'llount of abou t .32 bil­
liono to cover requirements as f ollo·•o : 

l . Deficit • • • . . • • • . . . • • • • • , 27 b illions 

2 . :111 turi t;i es and 
redemptions • • . • • • • • • • __.2 billions 

3 . Total . . . .. ............ . ~32 billions 

This nll~Ns for estimated r edemptions of snvinbs bonds 
nnd tax notes ; and assumes that all moturit1cs vtill be paid 
orr :n cash except the Aue;ust certificates . Tho vtorking 
ba lonco o.t the close of the Third war Loan would be nbout 
15 billions under this schedule of borrowins or the same as 

at the eloso of the second war Loan. 

Tho financing or this 32 billions <~: ll _·an :nto t-::o 

periods as follows : 

l. Inter im nna .. cin ... (End of second 7!ar 
Loan to oec innlnb of 't;!ird ;7ar I.onn) . 

2 . Third Vlar Lean . 

rinancin() in the in~;erim period •will bO Pl'OVicled !'Br~ly 
throuGh continuinG s ales of savin~o bondc end tax notes , and 
partly through financ1n& operations in markctnble securities 
incl..,.dlnc, weekly increases ln bill3 · 

\'lhatever io not provided throv._.h lntoriln :'ln"ncing will 
.. :~.vc to be raised in the Third ·,•/r>r Loon. sollarnte :~o:norant!n 

, . 
• 
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have been prepared on the interim financing and on the 
Thi rd War Loan describing programs whioh would raise the 
S32 billions as follows: · 

l. Interim financi ng: 

a . Already arrp~ged: continuing o~les or 
e~vings bonds and tax noteo, speo1cl 
issues to Government agencies and 
trust funds, and increaseP in bil1e 
in May •••.•.........•...• .... ...•. 

b. Proposed market financing tor June­
August (See memorandum entitled 
"A Suggested Progrnm t or M&rket 
Financing Prior to the September 
Drive•) •. .. ...........•.......... .. 

2 . Bentembcr financing: 

$S billions 

$7 billions 

a. Third War Loan (Sa& memors.ndum 
entitled "The Third War Loan").. .. ... $16 billi ons 

b. Financing outsi de of drive: increase& 
in bills and seles to Federal trust 
fund a . . . . . • . . . . . . . . . . . . . . . . . . . . . . . . ..1!. billion 

). Totel financing program. . ............... $32 billions 

II. Sources ot Funde 

If the Federal deficit tor ~~e period May througb 
September is $27 billi ons, then it will be matched by sav­
ings and accumulations on the part or the ci vilian econo~y 
to a correopond1ng total of about $27 billions during the 
period, Present estimates of the oompooition of these sav-
ings are ao follows : 

Savings or i ndi viduols .................. • 
Corporate accumula tions .• .... . . .. ·· ·····• 
Acowoulations i n governmental accounts 

(FPderal, State and local) ... ..... .. .. . 
Total .. ......... .... · · · · · · · · · · · · · · · · · · · · · 

(Billions of 
doHersl 

17 .5 
g,o 

t:50 
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Table I shows preliminary revised schedules tor 
tapping these savings as sources or funds tor Federal 
borrowinc duri ng the calendar year 19~3. The figures 
have been brought up to date in acoordanoe with t he 
latest information but are based on the eeme pattern 
as was followed i n the case ot the tentative schedule 
for sources or funds which was released to the press in 
April in connection with the Second War Loan. The 
second tinMcing period has been extended to carry 
through September instead or stopping in August and the 
last period or the year has been shortened to three 
months. I t will be desirable to plan tor a drive in 
December in order to absorb i ndividuals ' savings i n the 
laet part ot the year and reach the goal or $25 billi ons 
sal es to individuals this year. 

The oources of funds data by classes of investors 
are discussed i n Section IV or this memorandum. 
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~a'ble I 

Sour~• or l'unda tor !tew Je4eral lorrowiac 
llurlne; tho Colon4ar Toor 194} 

( I n b!ll!ono of dollo.ro) 

Source ot t'w1da aa4 
cla ll ot lnTel tor 

1. t:3nbani: ln& eou.rcea: 
1. Ptnoc.al e ... Ti.A&:II 

a. IftturN'.ee co11peA1ea.. 1.0 

b. I:U Nal IO.vil>&l -·· • 2 
c. Recipients ot 4ebt 

1.9 
.a 

fO)_)eyu!Cftt. •• • •••••• • , l .O 
d. l ndhl4wllo !/ . , . , , . _.g._,,~6 __ __;= 5.8 

8.5 •. ~.tal... .. .. .. .. .. .. . :llo.;-~8'---=:L 

;!. Corpor ate o.c.cuulatlona: 
a. ReclJllenta of debt -U JII\j'lOODt.... .... • .. .) 

b. Co:poratlone y...... _5~·:.t1---"""'"­

e. ':\>tel.... .... ....... . ....!6!-:·~o _ _ __;z.:.::. 
5.4 
5.4 

}· J.cCU3Ulat.lona in OoTorn~ 
mental accountas 

a . l't4trftl. .•. •• . , ••• , • • . .S 1.) 
·5 b. Stat. on4 lo.,.! ..... , _.:J.z'----'-'< 

l.S e. !ot.al...... .......... _:.l_:.;.5z.._ __ -=.::!. 

11. ':o tal tor nonba.nkln& 
sources. . ..... . ....... . ~ 15-7 

I . ~ eour·ces . ••• ••••• • • ...hl 

e. ~ot.r~ borrowing ••.•.•..•.. 25 ·2 -

1.J l.1 
.2 .II 

1.0 
6o~ 1~.0 2·8 

1].5 11.2 

1.5 
95" 6.2 6.2 

a.o 6.2 

1.5 1.8 
.6 .I! 

2.1 2. 2 

27.6 20.} 

..!:1. 
21.0 }/ -

Ct!'!i ee o! \he Secret.&r7 ot the ~•MW'T• Dirl aion ot Reaeerch and Sta tllttca. 

!J I r.d.h1.4Wa. part:l.trah1pl on.4 pereollft1 tNat ac.counta. 

;J Corpor a t.lona and a .. ociat1on ca o \her theA be.nk:t end ln.turAD.Ct cocpe:D.let. 

jj tat11Mte4 net d..etici.t. 

65~ 

95~ 

·1 
. 2 

·5 
11.9 
1}.} 

1.0 
}.8 
4.8 

.a 

.4 
1.2 

~ 

.g 
·J 

10.1 

}.6 
}.6 

1.0 
.2 

1.2 

75:1 

95:' 

).0 .... , 
.6 1.5 

2-5 
l6-~ 24 .~ 
42.6 19.5 

2.5 
16.0 1~- 2 
18.8 15 .2 

} .1 4.1 
1.1 1.1 
4.8 5.2 

66.2 
-= 50-9 

20 .7 

71.6 -
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III. Goals by Olassec of Investors 

The data in Table I on sources ot funds relate to net 
increases in holdings of Federal seourities by the various 
classoa or investors. Goals for sales of securities to 
these investors will have to take i nto account not only 
such net increases in holdings, but also sales to provide 
reJ)lacemente for maturities and r edemptions ttl. thin the 
period and replacements tor sales made in the market. 
Table II presents the sales scheduled for t he various 
classes of i nvestors for each ot t hese purposes and ar­
r ives at the total amount of gross sales aoheduled. This 
total is $}2 billions, the same, of course, as the total 
financing requirements tor the period. 

Table II 

Sales of Securities Scheduled for !lay-September 
Financing Period, By Classes of Investors 

(In bi llione of dollars) 

Net 
:increase : 

Class of investor in : holdi ngs : 
:(Table I ) : 

Due to : 
maturi-: 

t i cs 
and 

redemp-: 
tiona : 

Due to 
market 

al\les 

Total 
groec 
cales 

sched­
uled 

1 . Insurance companies ...... 1.7 .3 
. 1 

2 .0 

.5 2. llutual savings banks . .. .. . 11-

3. I ndividuals, partner­
ships, and personal 
trust accounts • .. . ...... 

~. Corpora t1ons .. .. •.... .. .• 

5. Governmental accounts: 
a . i'ederal ...•• . .. . ... .. • 
b. St~te and local . ..•... 

' o. Banki ng sources •••.... • . . 
7. Total . .. ... ....... . .• . .. • 

9.S 
6. 2 

= 
!I Represents net market purchases . 

.5 
}. 3 

= 

.1 

10 .3 
9.6 

l.S 
. ll-

_1.:2!: 
32 .0 
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Total gross sales scheduled represent , of course, the 
goals tor the sales of securi ties to the various classes of 
investors during the entire period, Table III classifies 
these goals as between i nterim 1'1nanoi ng in Hay through August 
and September financi ng, w1 t h fUrther distri buti on be tween 
goals tor the Third War Loan i t self and goals for sales out­
aide of the drive i n September, 

Table III 
Goals for Classes of Investors in Hay-September 

Financing Period Di vided Between Interim 
Fi nancing and September Program 

Cl ass of investor : 

Insurance 
companies • .• • . • 

J:u tual savings 
bo.nks . . •... ..•. 

Individuals, 
partnershipa,and 
personal t rust 
nccounte . . • • .•. 

Corporations 
Governmental 

(In billions of dollers) 
Interi m : .... .....,.!!.S;e>!p~te~m!!.b!e!e::.:r~-

: Pronoaed : Third : Alr eady 
arranged 

l/ 

2. 3 

market War 
: financing : Loan 
: 2/ : 3/ 

2 . 0 

7.0 
1,0 6. 3 

Outside 
of 

drive 

accounts: 
a, Federal ••• • 1 .~ .~ 

b , State and 
looal • . .. • • 

Banking sources • 

Total . . . • . . . ... . 

6.1 

7.1 --

. ~ 
.5 -16. 2 .9 

- -

Total 

2, 0 

. 5 

10. 3 
9. 6 

1,8 

. ~ 
7 .~ 

32.0 

!/ Cont inui ng aales o f eavinge bonds end tax notes, special ieeuee 
t o Government agenci es and trust funds, and increases i n bi lls 

y ~~ell!~~orandum enti t led "A Suggested Program tor J.!arket Financing 
Prior to the September Drive• . 
See memorandum entitled •The Third War Loan• . 

, . 
• 
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It i s proposed in our memoranOum on the Third War 
Loan tha t the dri ve include only nonbanking investors and 
that saleo to commerci al banks and Federal agenci es and 
trust funds should be ha.ndled outside of the drive. 

The most i mportant goal for the Thir~ War Loan is 
that or $7 billions for sales to individuals, partnershi~s . 
and personal trust accounts . It is ostimrted that over 
S~ billions of E bonds will heve to be sold to realize 
this goal . 

IV. Details on sources of funds, 
by i nvestor classes 

This eeotion presents a discussion ot t he sources of 
funds data for each of the princi pal classes ot investors. 

Individuals 

It is estimeted that total eavings of i ndividuals 1dll 
eJDount to about $17 . 5 billions in the 1'1neno1ng peri od llay 
through September . They will invest about $2. 5 billi ons or 
the11• new savings in l ife i nsuranoa , mutul'l savings bank de­
posita, and debt repayment, l eaving $15. 0 billions as the 
reservoir available f or the purohase of Federal securities. 
Thio compares wi th•a t otal of $9. 6 billions so available in 
t he first ~ months of this year. 

Sales of securi ties i n the Second 1/ar Lonn nne.. i n the 
preceding three months absorbed $5.8 billions or ~~e avail­
able t otal or 60 percent, as compared to the goal of 55 per­
cent. The tent~tive schedule ot sources ot funds for Fed­
eral borrowing released in Apri l crlls tor a step-up of this 
percent,ge i n the second financing period this year to 65 
cent. Applying this percentage to the $15 .0 billions esti­
mated to be availsole provides a goal ot $9 .g billions ot 
sales of aeourities to indiViduals in the present tive 
months ' t1nancing peri od. The interim financi ng program 
would t oke care of a net amount of $2. 8 billi ons of this 
total leaving $7 .0 bi llions to be raised 1n the Third we: 
Loan. The f igures ~re summari zed 1n t he f~llo·~ng table . 

255 
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(In bi llions or dollars) 
Jan. -April llay-SeQt. 

Total personal savings .. ..• .•.. 
Lees : Savin~s invested in 

insurance, mutual sav­
ings bank deposi ts , and 
debt repayment •••..••.. 

Remainder available for 
Federal securities . .• .. .... 

Percent i nvested in Federal 
eecuri ties !J ............. . 

Net purchases of Federal ee-
curi ties ••• ..•. ............ .. 
Lees: Purchases i n interim 

period .••.......•. . •... 
Purchases duri ng drive .•••... 

11.1! 17.5 

~ 

9. 6 15.0 

6o% 

9 .8 

2.S 
7 .0 

Corporations other than Banke and Insur ance Comosnies 

65.% 

~ I n the case of corporations , expec t ed accumulations of 
wS billi ons in the present five months ' perioO have been 
assumed to be divided between $1 . 5 billions withhel~ for 
debt repayment and $6.5 billi ons residual available tor 
Federal securities . I n the January-A~r11 period, 95 percent 
of corporate accumulations, after an allowance tor debt t•e­
payment, was invested i n Federal aaourities, as against a 
goal of 75 percent. It is assumed t~t this 95 percent pro­
porti on will be continued in the present five months ' financ­
i ng period, although the April tentati ve schedule or sources 
or funds called t or go percent tor this peri od. The 95 per­
cent figure provides a total or $6. 2 billions tor net sales 
or securities t o corporations i n thle peri oO. 

Sales to corporations during tee i nterim financing a.re 
expected to be about $100 m1llione less than the acount or 
funds pai d out to them through maturities and rede:npt1ons. 
Accordingly, the goal for the Third War Loen d rive for corpo­
r ations has been set at $6 . 3 billi ono to pr ovide $1~ millions 
for replacements and a net increase i n holdings of ~6 . 2 bil­
lions . The figures are summarized below: 

!/ Hoet or the portion not invent ed i n Feder al securities 
i s aooounted r or by incre8 ses i n currency and checking 
aooounts. 

~· -
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Totcl corporate accumulations. 
Lose: Allowance f or debt 

repeyment . ....... . .. . . 
Remainder available for Fed-

eral securities .. . ....... . 
Percent invested in Federal 

securi ties •..•......... ... 
Net purchases of Federal 
securities •..••... ....... 
LeAs : Purchsses in i nterim 

period ............. . 
Purch&ees durin~ fri ve .•.• 

Other investors 

(In billi ons or dollars) 
Jan.-Anril l:os-Sept . 

6 .0 s.o 

....J. h5. 

5.7 6 . 5 

95% 95% 

5 . ~ 6. 2 

1 .0 -.1 
~.4 !/ u 

Sales of securities to i nsurance compenies and mutual 
savings banks i n the Third War Loan drive have been set at 
a goal ot $2. 5 billions based on new personal savi ngs 
received by these organizations and funds made available 
to them by t he liquidation of other assets and market sales 
ot some ot their short- term Federal securit i es , The goF~ 
fer Sto.te and local governmental accounts in the Third liar 
Loan is $~0 milli ons based on th~ estimate of the surolus 
ot these agenci es during the period. · 

These goals provide a total of $16 . 2 billions tor the 
Third liar Loan drive td.thout any sales to co=eroicl banks. 
It i s estimated that banking sourcen will need to be relied 
upon tor $6.7 billions or new tunde during the present fi­
nanci ng period but cost of thia money will be raised through 
the interim financing progr~~ . It is thus necessary to 
raise only $500 millionsrrom co~ercial banks in Septeobor 
and it has been assumed that all or thi~ v111 be r~ov1ded by 
increases in the amount of b i lls outstan~ing. The precise 
amount ot bill increases at that time need not be deter­
mined until early in Seotember. The level or l·teekly bill 
otferingn will reach $1~ 2 billions on September 16 -- if 
weekly i ncreases or $200 mill i ons are continued in the 

Gross purchases of $5. 2 billi onn l ese market sales 
ot $.S billions . 

25' 
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i nt erim period as proposed in the memorandum on market 
financing prior to the Sept ember drive. 

Finally, $~0 mi llions would also be r ai sed outside 
or the drive in September by sal es to Federal agenci es 
end trust runds . 

258 
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TREASU RY D EPARTMENT 

INTER OFFICE COMMUNICATION 

OATC JUN 1 0 1943 
TO 

Subject: tor Harket Financing Prior to 

I NTMDUCTION AND Sln.ll-IARY 

This memorandum outlines a suggested pr ogram tor ra is­
i ng $7 billions by market tinanoing during the mont hs ot 
June, July and August. Raising thie amount ot money by 
market tinanoing would, it is estimate~ provide a working 
balance ot about $4 billions on September 1 , whioh balance 
would run down (excluding any possible proceeds ot t he 
September drive) to about $1-1/2 bi1li ona on September 15. 
This working balance, or the portion ot it in t he Federal 
Reserve Banke, oould be supplemented by the sale of special 
one-day certificates ( i .e. , "overdraft&") to the Federal 
Reserve Banke, thereby carryi ng the Treasury, vith some 
margin to spare, until the proceeds ot the September drive 
become a vailable. 

The suggested program is as follows: 

(1) 

(2) 

The weekly otter1ng ot Treasury billa be 
i ncreased to $1 billion on June 16 and 
$1 . 1 billion& on July 21, thus continuing 
the margin of $200 millions between new 
and maturing issues; 

t 2-l/2 billi ons or 1-1/2 percent Treasury 
notes due on September 15, 1947, be offered 
on the last three daya ot June tor sub­
scrip t i on by all olaaaee of investors; and 

$2 billions of new money be raised 1n con­
nection with the refunding of the August l 
oertitioate i ssue. 
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It will be noted that tbls pr ogr am doee not provide tor 
reopening the 2- l/2 ' s or tor refunding the )-1/4 percent 
bonds called tor payment on October 15 prior to t he drive. 
The reason& why these operations are not suggested and a 
suggeated alterna tive method for handling the 3-1/4 percent 
bonds are outlined in sections IV and V of the memorandum. 

I . Treasury Billa 

.61 

I t ia suggested t hat the present margin ot $200 mll-
liona eaoh week between the new and maturing bill issues be .•. 
continued, at least until the Septeober drive. This would 
~ean an increase i n the weekly iaaue from the present ~ount 
ot $900 millions to $1. 0 billion on June 16, and to $1.1 
billi on& on July 21. Thla program would r aise $2. 6 bil­
lion& ot new money during the months ot June , July and 
August , and $~0 millions during the first halt ot Septeo­
ber. 

The reasons tor thls suggestion are as follows: 

(1) Bill money is the cheapest money which the 
Treasury obtains by some margin, and the 
bill holdings of commercial banks contribute 
more t o the stability of the banking system 
than c ommercial bank holdings of any ot her 
Government security. It would aeem prema t ure 
to level ott the amount ot the weekly bill 
offering, therefore, as long ae commercial 
bank absorption cont1nuu good. That this 
ie now the case is shown by the tact that 
oollllllercial banks have absorbed about 64 pe,._ 
oent of the i ncrease in the outetanding 
amount of billa during the f i rat five months 
ot thle year. Banks i n New York City ab­
sor bed 18 percent of the i ncrease while 
banks outside New York City absorbed 46 per­
cant -- a shift toward greator absorpti on 
by the outside banks. The Federal Reserve 
Banke have absorbed only 34 percent , and 
other investor s 2 percent. Federal ' s hold­
ings of Treasur y bills showed practically 
no nat change during the month ot Hay, de­
apite an increase of S800 millions in the 
total outstanding ~ount. 
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(2) A oont1nuat1on ot the 1noreaee 1n the weekly 
Treasury b111 otter1ng would g1ve the Federal 
Reserve Banks an opportun1ty to purchase a 
eubstant1al volume ot Government eeour1t1ea 
dur1ng the next tew months w1thout b1dd1ng up 
the pr1oee or outstand1ng 1asues. such pu~ 
chases w111 be requ1red 1t excess reserves 
are not to decl1ne rapidly trom t he1r present 
level ($1.6 b1ll1one), which 1a not tar trom 
t he low s1nce the beg1nn1ng ot the war (see 
attached chart) . 

Since the t1rst ot the year the 
Government secur1 ty hold1ngs or 
the Federal Reserve Banke have 
increased by only $2g mill1one 
wh1le excess reserves have fallen 
by only $35~ mill1ona. Th1a was 
made poss1ble, notvithstand1ng 
an i ncrease of $l,g billions in 
money in circulation ~nd a sub­
stantial i ncrease 1n demand 
depoa1ts by l egislation exempt-
1ng war loan deposita trom re­
serve requ1rementa. The tull 
etteot ot this lsgislat1on on 
excess reserves baa now been 
telt, however; and as the war 
loan deposita resulting t rom 
t he Second War Loan drive are 
paid out, a sharP decline i n 
exoess reserves is certain t o 
take place unless it i a otteet 
by substantial purchases ot 
Government securities by the 
Federal Reserve Banks. 

262 
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II. Suggested New Woney Financing 
In June 

It i s suggested that a Treasury note might be offered 
tor $2-l/2 billions late in June. Five questions appear to 
be i nvolved here: {l) timing; {2) amount; {3) choi ce or 
issue; {4 ) preferential allotments ; and {5) basis or bank 
subscriptions. 

{l) Timing. It is well that this operation should be 
postponed until some time after t he April drive in order t o 
give the mar ke t a rest and allow the war loan aooount to be 
drawn down somewhat. On the other hand, books probably will 
be open during the week ended July 24, tor eubeoriptions t o 
a new oertifioate t o refund the August l maturity, and it 18 
suggested in the next section or this memorandum that ~2 bil­
l i ons or new money be raised a t that time. In order t o allow 
a sui table interval to elapse before the oertitioate refund­
ing, t he last week i n June -- ear, lolonday, Tuesday, and 
Wednesday, June 2g, 29 , and 30 -- would seem a good time tor 
the operation now under considerati on. 

{2) ~ount. $2- 1/2 billions seems the minimum amount 
whioh woul provide the nooessary tunds to carry the Treas­
ury until the September drive. It is somewhat high in 
relation to present and prospective exoess reserves, but 
this i s offset partly by the hi gh ratio or bank subscrip­
tions to exoeaa reserves shown i n the April drive and partly 
by the raot that not all of the $2- 1/2 billions would be 
taken by banki.ng subscribers. 

{3) Ohoioe or issue. On t he basia of the present market 
a 1- l/2 percent note dUe on Septembe r 15, 1947 would be 
definitely attractive. 

There are only about $1.5 bi llions of Government securi­
ties maturing or firs t callable during the year 1947 , and 
there appears to be a substanti al demand i n the market tor 
a aeourity maturing in that year. 

There has been some disouasion or the possibility of 
offering a 2 peroent bond tor an interim financing. On th5e 
basis of the present market such a bond would be a June l • 
1951-53 It seems to ue however, that the suggested note 
would 0~ a t least equalli popular and would be more advan-
tageous to the Treasury. 
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Any security used tor the interim financing will be 
largely absorbed by commercial banke, and 1-1/2 percent 
seems a high enough rate tor a bank security at the present 
time. The greater inconvenience of the shor ter maturity to 
the Treasury woul d be more than offset by t he greater stability 
which it would give to the banking system. A 2 percent bond 
available tor bank subscription, was offered in April, and ' 
with the present sati sfactory rate of bank earnings (national 
banks earned 6.5 per cent on t heir capital funds in 1942) , it 
would seem that euoh offerings should be relatively infre­
quent. 

The principal argument offered in favor ot the 2 percent 
bond seems to be that t he market ie too strong i n this area 
and must be held down. As a matter ot t act , there is not a 
great deal to choose between the 1-1/2 percent and the 2 per­
cent areas of t he market in this reapaot. The outetand1ng 
taxable 2 percent bonds r ose on the average 14/32 in price 
and declined 7 basis points in yield between Hay 3 (the dllte 
on Which the 2 1 s offered i n the APril drive were first traded) 
and June 5· In the same period, the outetand1ng l-1/2 percent 
taxable note rose S/32 i n price and declined 7 basis points 
in yield. 

(4) Preferential all ot ments. Two types of preferential 
allotments have been customary in t he recent past (a) to all 
subscribers, irrespective or type, to amounts up to $100,000, 
and (b) to all subscr ibers other then banks, irrespective of 
amounts. It is suggested that, in the caae of this issue, 
all eubaoriptiona up t o $100,000 should be allotted in full, 
but that aubacriptions above tha t amount should be allotted 
on a tlat percentage basis to banking and nonbanking sub­
scriber& al1ke. 

Preferential allotment tor eubaoriptions up to ~100,000 
would appear to serve a useful purpose i n connection with 
this 1aeue. In particular 1 t would help lllllall banks - - whose 
earnings as oompsred with those of larger institutions have 
been under pressure -- to solve t heir earnings problem. 

Preferential allotment to nonbanking subscribers g~neral!Y 
would eeem l ess desirable, however. I t the i ssue were sweet , 
1t would result in a smal l prospective percentage allotment 
to large subscribers. This, in t urn, would create a problem 
of padding on the part of banking eubsor1bers and of free 
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riding on the part ot nonbank1ng eubeoribere, both or which 
problema would be very hard to control. It does not appear 
to be neoeeaary to create these problema in order to en­
courage nonbank1ng subscriptions, 1naemuoh ae euoh aubsorip­
t1one are expressly eolioited in pariod1o drives and, in 
addition, Series 0 tax notes are always open tor unlimited 
ncnbank1ng eubeoriptiona. 

(5) Baals tor bank subscriptions. The l arge over­
subscription to the issues offered to commercial banka in 
the April drive has caused some resumption or the demand that 
a 1 baeie tor subscription• be established tor co!'lmercial 
banks and the iaeuee 1 policed1 in accordance with such basis, .•. 
ae was the case with bank eubeoript1one up until about a year 
ago. While it may be necessary t o do this eventually, it is 
suggested that 1t should not be done in connection with the 
orese~t issue tor two reasons: (a) the i aeue will be larger 
in relation to exces s reserves than any ainoe last October, 
and (b) under present conditions any euggeeted 1 baeis1 tor 
bank eubeoriotione could readily become tho entering wedge 
tor •quotas• ' tor bank subscriptions accompanied by a general 
tightening or the money market. 
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III . Retundlng or the Auguet 1 Oertirioate 

It i s s uggested that $2. 0 billions or new money be 
raised in oonneotion with the refunding ot the August 
osrtltioato. This, at present, appears necessary, unless 
i t is doo1dsd to have an additional interim financing dur­
ing August. 

I t 1e assumed that the present pattern of rates will 
be maintained and that the new oertit1oate will be tor one 
year at 7/8 ot 1 percent. It $2. 0 billions or new money le 
raised in oonneotion with the r efunding, the oertlrlcates 
outetandlng on August 1 (including the new i ssue) wi ll be 
as follows: 

Billions or 
dollars 

7/8 percent , due November 1, 19~3 2. 0 

7/8 percent , due Dsoembsr 1, 19~3 3·8 

7/8 percent, due February 1, 19~ 2.2 

7/8 percent , due April 1, 19~ 5·3 

7/8 percent , due WaY 1 , 19~ 1.7 ~ 

7/8 peroont, due August 1, 19~ ~ 
18. 6 

It is suggested that t he ful l aaount or the proposed 
th blOO 000 prererenti al allot­

new oertitioate lssue above et9 li classes or subscribers 
mente be open tor subscr1pt1on ° a r easons tor 
on an equal percentage allotment basis. The t hose d1s-
th1s suggestion are substant1aliY ~~~n=~~o~swlth the 1nter1m 
cussed in the previous seott1~~ tn1n the pr esen t case there 1s 
new- money t1nano1ng , excep a 
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the additional possibility of offering rights to the holders 
of the maturing certificates. It 1s suggested that this 
should not be done for two principal reasons: 

(1) If the full $3. 6 billions of tho new i ssue 
are offered for cash subaoriptiona, allot­
ments will be larger, and there will be 
less opportunity for a 1 pyromided• over­
subscription of the oash portion with a 
oonaequent greater incentive for padding 
and an i ncreased demand tor policing. 

( 2) It would seem desirable , all other things 
being equal, to refrain from offeri ng rights 
on some certificate maturities, in order to 
prevent the creation of a vested i nterest 
in rights such as once exioted. 

It should finally be noted that if the entire new issue 
of certificates i s offered for cash subscription, payable at 
the option of the subscribers i n war loan aooount, it will 
be necessa ry to withdraw about $1. 5 billions from existing 
war loan accounts in a single operation, as a piecemeal with­
drawal would affect excess reserves very adversely. llhile 
8 

single withdrawal from war loan of the magnitude suggested 
would be unprecedented, we see no difficulty in it and be­
l ieve it would be desirable to accus tom the market to opera-
tiona of this size. 

:s ( 

• . . 

• 
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IV. Propoaal to Reopen the 2-l/2 '• 

It has been auggeated that the 2-l/2 1 & ot 196~69 11h1ch 
were ottered during the April dr·ive ehould be reopened lat e 
in June and allowed to remain open tor some time, perhape 
until the September drive . The principal reason given tor 
this suggestion is that it is necessary to keep the market 
down. 

We teel that a reopening ot the 2-l/2 1s betore the 
September drive would bll unwise tor the following reasons: 

(l) 

(2) 

There would probabl:r be little demand tor 
the issue and sales would consequently be 
small. The 'l'reaaur:r telegram ot June 3 
requesting the opinions ot the President• 
ot the Federal Reserve Banke on the pro­
posal to reopen this issue said that the 
reopening would be 1 primaril;r tor insurance 
oompa~ tunde1 • The t otal cash holdings ot 
the 36 large lite insurance companies re­
ll0rt1ng to the 1'reasur:r Department was only 
139~ millions on Apri l 30. This compares 
with tl. 370 milllons on March 31 and waa 
the smallest at any month- end einoe 1933· 
It the reopening resulted in only small 
sale• ot t .he 2-l/2 1s it would probabl:r 
be termed a 1 tlop• and would have a bad 
etteot on the September drive. 

The proposed reopening would have its princi­
pal ettect upon the prices ot the long-term 
issues. . The tollowing table comparee the 
prioe• ot the tour longest- term Treaaur:r 
uauee on December 31, 191!2, and June 5, 19~3: 
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I Decellber I 
June I 

I 31, I 5 I 
Change 

I 19112 I 1943 I 

2-1/2 '• 1962- 67 10<>- 6/32 lOo-J0/32 +2~/32 

2- 1/2'• 1963-6g 10<>-15/32 10<>-21/32 +6/32 

2-l/2'e 1964-69 --· 10<>-15/32 

2- 1/2 ' • 1967-72 lOo-2~/32 101- 1/32 +9/32 

• Ieeued in the April drin. 

(3) 

(~) 

The extraord1nar7 rise in the 1962-67 1 • since 
the tirat ot the 7ear ia due prinoipall7 to 
the taot that this issue was not available in 
coupon torm at the 7ear-end. The rise in the 
1963-6g 1a and 1967-72'• ie 1110re repreeentatiYe 
ot the general 1110•ement ot the market. !he 
1967-72Ta at their present price are etil1 
1'1-/32 below their 19~ high. 

It is alwa71 easier to aell new aecuritiea on 
a tirra or aUghtl7 rising market. The beat 
adYert1aement tor each successive dr1Ye ie 
that the aeouritiea sold in the preceding 
driYes are aelUng at prelli\aB· 

A 2- 1/2 percent bond will probablT be the onl7 
new aecurit7 ottered in the drive ror individ­
uals. Ir it baa just been reopened, even thie 
eecurit7 will not be new. It would eeea adY1e­
able that the drin peri od ebould open with the 
addition ot at least one new aecur1t7 to the 
baeket. 
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(5) J'inall:r, it ehou1d be noted that a moderate 
rise in the long end ot the market would 
baTe no ettect on the •pattern ot rates• 
other than to cause a alight extension ot 
maturit7 in the next iesue ot 2- 1/2'•· 
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v. 

It is ouggested that nonbanking holders ot the 3-1/4 
peroent bonds called tor payment on October 15 be ottered 
the privilege ot exchanging their bonds tor the 2-1/2 percent 
issue to be otfered during the September drive and that the 
bonds not so exchanged be paid ott in oash at mnturity. In 
order to make this exchange offer attractive it would be 
desirable to allow the holders of the 3-l/4°a their full 
interest to maturity. Accrued interest up to October 15 
could then be charged on the 2-l/2 1 s ottered in exchange. 

The following considerations eeem to tavor the sug­
gested treatment of the }-l/41 s: 

(1) The estimated distribution ot ownership ot 
the 3-l/41 s as ot April 30 wae ae follows : 

Banking holders: 
Commercial banks 
Federal Reserve Banks 

Total banking hol ders 

Nonbanking holders: 
Mutual savings banks 
Insurance coopan1es 
Government agencies 
Other investors 

Total nonbank1ng holders 

Total amount outstanding 

Millions ot dollars 

642 
!1.2. 

g21 

46 
91 --ru 
~ 
1 , 401 

211 

• . ~ 
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(2) 

(3) 

Aa appears !rom the above table, about 59 per­
cent ot the 3-1/~ 1 8 a re held by banking holders 
and about ~l percent by nonbanking hol ders. I t 
would be extremely d1!ticult to make any one 
exchange otter wh1ob would satiety both claasee 
ot holders. Between the tvo, it il, or course, 
much more 1lllportant to perpetuate ownersh1D on 
the part ot the nonbanking holder&. Th1a would 
be d1t!ioult to aooompl ieh by any exchange ot­
ter made bet ore the September drive. In order 
to ineure the success of such an otter, a 
"banking• security would pr obably be offered 
in exobange and a large portion ot the nonbank­
ing holdings t rozen out. An otter made in 
connection with t he Septeober drive would have 
a much better chance of. conserving a large pro­
portion ot nonbanki ng ownership. 

An exchange otter made prior to the September 
drive would probabl y create a substantial 
1 righta value• in the 3-l~'•· Tbia rights 
value would raise important problema not raised 
by a oertitlcate-tor-certifloate exchange such 
as t hat made during the time ot the April drive . 
One purpose ot th1s exchange , i t will be re­
member ed, vas t o conserve as t ar ae possible 
the old ownerah1D ot the oertitioatea. In the 
present caae, h~r, the r igbta value would 
be a powertul intluence i n :pulli ng bond& !rom 
the banda or nonbanking to banking holders. 

Finally, i t ahould be noted that paying ott in 
cash on October 15 the remaining 3-1~ 1 a not 
exchanged during the September drive would 
present no problem, as the Treasury balance 
will be h1gb on that date. While such a pay­
ott would add somewhat to t he volume of bank 
financing in the interim after the September 
drive, it probably would reduce t he tot al 
volume ot ba.nk t1nanc1ng tor t he entire year. 
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TRE.ASU RY D EPARTMENT 

INTER OFFICE COMMUNICATION 

DATE JUN 1 0 1943 
TO 

P'ftOM l.f.r • 

SubJect : Tho 

1 . The first secti on or thle wecor nnduc out­
llnf'a ~ su_.ested tlnancir . .:; ?ro :-ro- <\e~i._-ned to 
~leld ~16 . 2 ~illions in a r.ontonkln drive conducted 
between Septewber 7 end October 2 , ot which -i7 bil­
lions would coroe f'rorr. lmHvidu:~le . Tnin f1nanc1n:~ 
pro~rc~ plus the ir.tet lm ~lnanci~ pro~rn~ set forth 
in our memoro.ndum entitled "A Su e;E>steu Pt·o<ro.m for 
: tc,rkc t Fint.nc l ng Pr·ior to the September Drive" would 
provide a vol ume or funds eufficl ont to corry the 
Treoeury until December . They .:ould acquire tor i n­
veotment in Government spcurit ien o volume or f unds 
trom indiv ldoolP l·lhich 1-10uld l'a!lrcoent 65 percent of 
the IUilOunt or thplr n~N Ravin e r.coumulo.tinr between 
J:t>y l ontl 6.-ptember 30 ( i n plV.ce of the 60 ?-ercent 
which wna ec i nvested cetw .. an J anu" ry 1 ontl A!lri l 30 ) , 
oo set forth i n our meQorsnduc entitled " Fin~cin! 
R"""ir ements and Sources of Funlle ror Tnie Su:u::;e r 
nnd the Th ird War Loan• . 

2 . A n~ber or tecr~ical nnd ~olio~ =~tters 
which require s oe1e attention .,ur1n._. your consi dera­
tion of' the Septe~ber f'i~nctne !lrc r nc pre dl&­
oueetd 1n the second section or thia oecoronduo. 
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I . General Outline or the Pro~ram 

The tlnano lng progra:n set fo1·th belo\1 is desi.rned 
to raise $16. 2 billions or new moner between September 7 
and October 2. These funds plus (1) the amounts of new 
money provided according to our memorandum entitled "A 
Sugges ted Program for J.!arl~et FiMnoi ng Prior t o the 
September Drive•, and ( 2 ) the amounts derived from sav­
ings bonds and tax notes sold after the September drive 
should be sufficient - - if bill and certificate matu­
rities are rolled over -- to p rovi de the Treasury with 
a comfortable workint balance until December. 

Financing Program - Third War Loan Drive 

Period and Offering 

A. September 7 to October 2 

1 . INDIVIDUALS : 
(a ) E bonds* ... .. ............. .. 
(b ) F and G bonds* ............. . 

iol Tax notes , Series C* ....••.• 
d 2-1/2 percent bonds •••••...• 
e Subt otal •.•...•••...••.. .• •• 

B. September 27 to October 2 

1 . 

2. 

Insurance 9ompanies and mutual 
savings banks : 

(e) 7/8 ~ercent certificates ••.• 
(b) 2-1/2 percent bonds ••••••••• 
( o) Subtotal .................... . 

•Othpr" corporations : 
( a) Tax notes , Series C* ••••.• • • 

!
b l F nnd G bonds* •••••..•••.•• • 
o 7/S percent certificates •••• 
d 2-1/2 percent bonds .•••.•••• 
e Subtotal .... .. ... . ........ • • 

o. Total program - Third War Loan •••..• 

Amount 
( In billions 
ot dollars) 

~. 3 
1.0 

. 6 
!.d 

2 . 5 

* I t is proposed to count all reoPipta from tax notes 
savings bonds deposited with the Treasury between 
September 1 and October 9 as part or the drive. 

and 
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I n the financing program set forth above 1t is eus­
geoted that the entire $16. 2 bi llions or new money raised 
by the Third War Loan cooe from a nonhanking drive, and 
thD.t about $7 billions or t his o.mount bo obtained directly 
rrorn individuals . E bonds at ,;ll-. 3 billions would provide 
the maJor share or the individual money. Bank borrowing 
would be divox•oed entirely from the drive. 

In order to acoo~plish a war loan dr i ve of the fore­
going magnitude and composit i on it will be necessary 
it appears a t this time, to chan;e the mechanics or the 
operation troc those employed heretofore eo as to place 
the entire emphesis or the loan squarely on "individual 
~·, I t is suggested in this connection that the 
~1dual part of the loan be set orr by itself to be 
handled ae s~erately from the other parte or the loan 
as possible -- eepara~ely as to (a ) the type or approach, 
(b) •he timing, and (c) the ~art1cul~r s~curities 
offered. 

· (a) The tYPe of approach. 

(1) The 1ndi vidual nart of the Third ~far Loan 
will , it appears , have to involve an i ntensified sel ling 
campaign that will d>TRrf all previous efforts to sell 
Government securit i es to individuals. The amount that 
will have to be reised is huge >rhen considered from the 
point or view of subscriptions by the average manL but 
the figures are d i sar ming in their simplic1!J. _ Tne 
difficulty of the ecco~liehment of the Job~1llustrated 
by the following ex~le : 

Ase~e that all p~rsona who buy any or 
the issues other than E bonds have taken 
their share of the loan-- S2.7 billions as 
shown in the table above. Then every one of 
the 60 million remaining A~er1cana who will 
earn an income during t he mon t h or September 
(includi ng t he members or the a~ed roroes) 
will on the average , have to put up about 
S70 6aeh during that month for E bonds 11' 
the goal is to be reached. If tho market 
cannot be expanded to beyond, say ll-o million 
persona because of the impossibility of ob­
taining extended amounts from mont of the 
persons with incomes of 01 , 000 c. year or 
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lese (including ooet of the memb~rs of the 
ermed forces} , then the avera~e requirement 
ror eaoh of the ~ million persons will be 
About $105 cash during the perio~ of the 
drive. 

A drive that will reach tens ot mill i ons of nersons 
and will obtain from t hem funds in the magni tudes· set 
forth above wi ll have to be a drive that is really b i g. 
It will have to be a campaign whioh will involve house­
to-house canvasses in every one of the nation ' s counties; 
bench-to-bench canvasses in every one of the nati on's 
factori es; and desk-to- desk canvasses at every one 
of the nat1on 1s offic es . !-!any people will h•\Ve to be 
canvassed three or four times and urged to subscribe 
three or tour times. 

It is likely t hat 2 drive sue~ as this will have 
t o involve sales oressure such ae ha~ not been used 
heretofore in a war bond campaign. Security sales to 
indivi~uals in volumes as large as thone contemplated 
can be accomplished only on the basis of a series of 
~ramatio appeals to patriotism. Accordingly, every 
person must be urged to subscribe until it really hurts 
his spendi ng pol'ler - - a level of subscription which would 
be far above the l evel a per son would ordinarily consider 
as being representative of hio ability to buy war bonds. 

A dr ive such as has been described will, in all 
likelihood

1 
requi re public approval by the Tr~asury and 

the Federal Reserve or local activities encouragi ng 
individuals to withdraw larfe portions or their bank 
accounts tor investment in E bonds. The need tor a 
polioy approving bank deposit withdrawp~e hes become 
more end more evident as t he war tinencing progr~ has 
progressed, and it should be formulated co~letely 
before the start or tbe Thi rd oar Loan, inasmuch as 
the suoceae ot the drive may well depend upon it, 

Some bankers ouestion whether they can 
afford the dr ain ori their deposits which 
will result f rom a vigorous p rogram ot 
sales of Government securities to their 
depositors , but their leaders , ae r~pre­
sented by the members of the Economic 
Polioy Commi ssi on of t he American Banker s 
Association, are in favor or a deposlt­
wlthdrawal- tor- Government- eecnrity-i nvest­
ment policy. In the Commi ssi on ' s report 
on the "3100 Billions Bud: et, and The Bank~", 
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a copy of which was sent you some months ego 
by !·ir , Rendolph Burgess, bankers were advised 
to look upon such depos it withdrawals with 
complacency, The report explained, you will 
recall , that "as tht> deposi t& 1:(0 out through 
customer subscription• for bonds or through 
Government l<i thdrawe.ls , there 111 reasonable 
certai nty that over a period they will return, 
though usually under d i fferent ownership". 

(2) The corporation pert of the Third 'liar Loan 1<1ll 
involve a-a!ttcrent type of approach troc the foregoi ng 
and might well be hr~dled as a custoo-made •special 
names • Job, The patri otic appeal mi ght be used , but 
the inveotcent approach would p robably be adequate , 
I t is icportantl however , t hat every corporation that 
~ight be a cand date :or a subscription to the Tnird 
liar Loan be l i sted before the ca~aicn stnrts and be 
assigned by name to a particular drive solicitor• . 
Thie would el~i~te dupl i cate solicitat i on, and would 
provide an economy of effort. These representatives 
should, moreover , be matched to the corporations in a 
~nner which would achieve the most effective use of 
sales personnel. 

The job of preparing lists of corporations and dis ­
tributing the names among salesmen i s oonsiOerabl e , but 
it sounds larger than it really is. There a re , it is 
likely, lees than 100, 000 corporations whose names would 
appear on lists of l i kely cendidates for subscriptions 
to the issues offered in the Third War Loan, and a con­
s iderable proportion of the n~es oould be obtained 
troD past recorda of subscriptions and from other sources. 

(b) Timing, 

The Third War Loan :ti ll i nvolve soce new angles 
with respect to tieing 1! the operation is divided as 
set tor t h above, because t he t>IO parte of the operation 
will not be simi lar to each other, Tne corporation 
part liill be one that can l:> e accomplished within a 
rela t ively short p~riod of time -- n week would prob­
ably be ~·lffioient -- for there ehould be no obstncl e 
to obt~inin~ corporation subsoriptione prom, tly . Tne 
s1tur.tion was ~<ell illustrated in April when Go percent 
of the coney obtcined from nonbanking corporations was 
received during the first >leek or the dri ve1 notwith­
stnndin"' the fact that there 1·:as nn interes• ndvant!lge 
to poetponinll the purchase of ta~ notes to the cont~ end, 
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The indi vidual part of the Third War Loan wi ll on 
tho other hnnd, require three or four weeks to co~l~te 
lf the extensive canvasses t~t are ouegested ar~ to be 
accompl ished. With this i n mind, it is suggested that 
the individUAl dr i ve start on Tuesday, September 7, and 
extend to Saturday , Oc t ober 2 , with aooount i ng per mi tted 
until Saturday, Oc tober 9, t o take i n all the savings 
bon~A sold duri ng the drive. Books for the corporation 
offering mi ght be opened on l~onday , September 27, 1 t 
is suggested, and close on Saturday , October 2. Adver­
tising could be coordinated so that it would int r oduce 
the corporati on per t or the drive at the same t i me t hat 
it served to spur thP wind- up or the drive tor individual 
oubeoript1one. 

Tieing in the fo r eeoi ng mann~r weald cake it pos­
sible to conduct the individual cP~aign unclouded !or 
thrPe weeks by a coi ncident appeal to corporat i on in­
v~etors . rne publ ic would thereby be op~red the con­
fusion t hat results when lar~e figurpe arP announced 
i n a combined campai gn as ea.r ly oubscriptione f rom in­
suranc e companies and ot her corporations roll in. 

(c ) The particular sec ur ities offered. 

In a campai gn d i r ected t oward extensive purchases 
of Gover nment securit i e s by indi vidual inves t or s it 
would be desir able to ot t er as tew securi ties as pos­
sible and still cover t he market . The large number ot 
securities i n the baske t in April handicapped and con­
fused the salesmen, many of whom were new to the Govern­
ment securi ties business. In the Third War Loan dr i ve 
it is suggested that individuals be offerpd : 

1 . E, F, and G savincs bonds tor the 
smaller yurchnsers ; 

2 . Ser ies C tax notes tor the lnrge 
i nvestor who wi shes a short- term security, and 

3. A 2-1/2 per cent bond tor the indivi dual 
investor who des i res n long-term instrument. 

These i ssues woul d sati et y th~ requirements of 
most indi v i dual i nves tors and >rould res~•lt in s more 
compac t basket for t he salesmen. Two of them -- the 
E bonds and 2-1/2 percent issue - - accounted for 6o 
percent or the indivi dual money in April . 
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The ba8ket or securities offered to corporat ions 
should also be smaller than the basket offered in 
April , Corporations would be adequately provided tor 
by an offer or : 

l , 7/8 percent certificates, 

2, Series C tax notes, 

3· F and G bonds , and 

4. 2-1/2 percent bonde, 

No i nt er medi ate bond similar to the 2 percent 
bond offered in the Second War Loan or the 1- 3/4 per­
cent bond offered in the First War Loan i8 s uggested 
tor inclusion ln the basket. A discu8aion or our 
rea8ons tor tho elimination of th1e issue appears in 
the second oection of this mecoranduc, Bills a re also 
removed froo the be.sket, and, if used at all , would be 
consider9d outside of the drive, 

I I , Technical and Polley Matters Which 
Will Renuire Some Attention 

There are a number or important techni cal and 
policy matters whi ch will require some attention dur ing 
your consideration of the September financing, They 
ere d1ecussed br iefly in the following paragraphs , 

(1) Eliminate intermediate bond from the basket. 
The suggesti on that the basket f or the Third War Loan 
drive oontain no intermediate bond is pr ompted by the 
desire to (a) simplify the technical problems involved 
when banking and nonbanklng financing are separated and 
an 1seue available to all subscribers i8 offer ed, and 
(b) reduce the volume of switching operations by in­
surance companies and mutual savings banks that throw 
out8tanding is8ues into banking portfolios. Both of 
these problema have been intensified by the strength or 
the intermediate bond sector of the ~~rket as a result 
of substantial commercial bank demand8 in that erea. 

With respect to technical problems , it 
1s likely that a 2 percent bond offered in 
September would be desired gr eatly by coo­
cercial banks , I t the ofteri~ were re­
stricted to nonbanking 1nveetOr8 only , how­
ever, banke mi ght p roceed to acquire a 
subetential anount of the ieeue by entering 
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~ubscript1ons t hrough dealer& end brokers 
or through industri al and mercantile cor­
porations. The poli cing of such eubeorip­
tions would be difficult and a much larger 
volume of securities would flow to the bank­
ing system than the Treasury intended. 

The strong market also allows a con­
eiderable volume of market switching. 
Immediately before and dur ing the April drive 
commerci al banks ac~u1red more than half a ' 
billion doll ars of intermedi ate and long­
term bonds from cutual saving& banke and 
insurance compani es, who d iepoeed of these 
securities in order to obtain on net balance 
a like acount of the 2 percent bonds . The 
Treasury in reality borro•1ed half a billi on 
doll are more from banks than the nrog rem intended 
as a result of th~se operations. "No real nur­
poee seems to be served by tempt i ng mutual" 
savi ngs banks ~~d insurance companies to pro­
ceed with ~ wholesal e transfer to banks of 
securities now in their portfolios in order 
to make large subscriptions to new issues. 

The removal of the 2 percent bond from the bnsket 
would solve the foregoing problems . 

( 2 ) Leaka e to commercial banks of the ercent 
certificate. Elimin~ting commeroi bnn s from a 
participation in the Third liar Loan will g i ve rise to a 
techni cal problem with respec t to the i ssue of certi fi­
cates -- bow to prevent oomoercial banks from setting 
out to acquire the issue by entering subscripti ons in­
d irectly through dealers and brokers. Th i s matter 
could be controlled, it is sugeested, by eliminating 
dealers end brokers from the drive as far as the cer­
t i f icate issue is concerned -- they could, however , 
enter subscriptions tor the 2-l/2 percent bonds. This 
would work no i muortant hardship on dealers end bro~ers , 
inasmuch as in April they earmarked for nonbenklng in­
vestors only ~65 millions of their certificate subscri p­
tions. With respect to other investors who might ac t as 
intermediari es for banks , it is suggested that the matter 
be controlled wherever poseibl~ by Federal Reserve polic­
i ne , operating under a public announcement by the 
Secreta ry that the cert1f1cat~e iseu•d durin g the Or1ve 
were intended only rcr nonbnnking investors. 
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(3) Deta11e of the 2-1/2 ~eroent bond, The 2- 1/2 
percent bond suggested for 1nolua1on ln the basket mi ght 
be a 1965-70 or even a 196o-70, depending upon the state 
of the market in August , The issue should beAr the same 
conditions, including restrictions as to ownership as 
the 2-1/2 percent bond i esued ln April, it is sugg~sted 
and should be dated September 15 eo that interest oalcu~ 
lati ons during the f i rst week ot tho drive mi ght be 
el i minated, The September 15 dat1na wou1d ot course, 
mean that subscriptions tor all 2-l/21e soid during the 
corporation part or the drive would have to be tendered 
at par and accrued interest, Some oor~oratione might , 
ot course , prefer that the issue be dated September 30 
and ottered tor subscription at par, but it 1e expected 
that no considerable obJection to the suggested dating 
is likely to arl ee on this aooount , The S~ptember 15 
dati~ would per~1t sales of ttia issue to 1nd1v1dua1s 
to be defi nitely tied down during the early pert of 
the drive, 

(4 ) 2-1 bonds, The 2-1/2 
poroent bon otter n t e r ve wou e made available 
to refund such portion of the 3-1/4 percent bonds of 
1943- 5 called tor payment on October 15, 1943, as were 
tendered tor exchanee as discussed in our memorandum on 
"A Sugges ted Pl'ogram tor l·larltet Financ i ng Prior to the 
September Drive •. The amount of 2-l/2 percent bonds for 
which subecrip-t i ons were eo entered would , of course , 
be excluded from the figures on the drive, 

( 5 ) Fr~ide on the 2-1 2 eroent bonds, The sepa-
rate tieing of the in 1vtd pert an e corporation 
part or the Third War Loan so that corporati on subscrip­
t i ons will be held off for nbout three weeks cay give 
riee to a minor "free r1de 0 problec. Soce individuals 
and dealers and brokers might buy the 2- 1/2 percent bond 
ror the purpose or transferring t he securities obtained 
immediately at a slight profit to insurance cocpanies and 
other corporations whoee investment funds would be waiting 
in the market, A deferment-in- trod1ng-wh1le-the-booka- are­
open request may serve to reduce the volume of such trens­
aotiona . With respect to large suboor1pt1ons, moreover! 
the Treasury could further control the problem by delay ng 
~elivery on subscriptions specifying lnrge denomination 
p i eces -- eay p iec es of $100 000 or over -- until the 
books or the ~orporation port l on or the Third War Loen 
had been opened, 
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( 6) E bond ownership. I t is suegested that eon­
sidernti on be given again to opening E bonds to all 
inve~tore other than co~nercial banks as or September 1 
19~3 . No chanee i n the limitation on t he acount avail-' 
able for purchase from the present ~3l750 issue price 
,,·ould be made. This proposal is in 1 ne with the ob­
Jective of making the E bond the "poor man ' s" security 
and of calling only E bonds to investors of t his class ' 
until the limit of purchases has been reached, l<lany 
oluba

1 
associations , un i ons , church organi zati ons, 

women a ,;roups , pol iti cal organizations, benefit 
societi es , and fraternal , foreign and racial croups, 
es ~1ell e.e IT.(lny corporations which nre t he personal 
businesses of small merchants , sal~emen and vendors 
hc.ve funds which can well be placed i n t bonds, !-!any or 
the social and political groupe are actively promoting 
E bonds , and their efforts are likely to be er~lsted ln 
the S0;:>Ucber dr i ve , The t>Va ilnb111ty or E bonds for 
pt~ohe.ae by their ow~ or~anl~aticns cay do ~ucb to [ ain 
enthusiasm among salesmen taken from these groU::>R. 

(7) E bond promotion. The amount set forth as 
the E bond goal in September-- $~. 3 billions -- ie 
about three times the amount of such bonds sold dur i ng 
the Second. War Loan, This p roposed volume of sales can 
be aoocmplished only by concentrating the sell i ng effort 
on $100 bonds for the average man in place or C25 bonds. 
I t would be poor sales psychology ond nn obvious l ack 
of eoonomy in sales promotion end advertising effort 
to build a campai gn that needs to raise $~ . 3 billions 
around a denominetion bringing ns little as ~18 . 75 
from each piece sold, 

(g) E bond delivery. Aeau~in~ tha t eubst~~tip~ 
nroerees is made I n raising the number or $100 end 
h i gher denomina tion E bonds sold, the Thi rd War Loan cay 
still involve the i ssuance of a8 cany a8 twice the nucber 
of p ieces eold during the A9ril drive. Accordingly, the 
Treasury should be prepared for the ies~noe or more than 
6o million separate bonds i n the 3 or ~ wee~e or the 
drive. This is no small order and i t wi ll be made no 
easier by the fact that door-to-door campaigns depend 
for their sucoess on ra~id delivery or bonds -- certainly 
delivery no later than ~g hours after the application hae 
been made. I t ie likely that the operation wi ll have to 
be still turther decentralized, ond in large c i t i es ~AY 
have to be carried down as far as to local neighborhoode , 
This extension of the issuing operat ion may involve sooe 
liberalization in the procedures now being followed . 
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(9) F and G bonds. We are Withdrawing tor the 
moment our recommendati on that F and G bonds be die­
continued and are, you Will have noted, proposing that 
they be included in the drive, We make this new recom­
mendat i on because we feel that (l) the proponents ot a 
smell-denomination coupon bond would use the withdrawal 
ot F and G bonds as a signal to intensity their demands 
tor suoh dsnominatione, and (2) it is desirable to 
aimplity the basket as muoh as possible, 

With reapeot to the fir st poi nt, t here are 
a great many persons who have $5,000 to $10,000 
idle cash ava1lable, but whose inoome ie lees 
than $5, 000 a year. Storekeepers who have . 
suffered inventory deolinee or reduotione in 
their accounts receivable are in this class; 
so are many mezbers of the armed toroee who 
have liQuidated their businesses and disposed 
ot their personal pr operty or farms; and many 
war workers who have moved to new communities 
and are living in trailers or furnished rooms 
and hold in the bank the funds derived from 
the sale of their homes and furniture . These 
people are not equipped to taoe the market risk 
involved in t he purchase of negotiabl e securities. 
The Third War Loan will, however, make an effort 
to obtain their funds tor investment in Govern­
ment obligations -- if wi thdrawal of bank balances 
is advoca ted. A security available in small 
denominations beyond the E bond limit appears 
to be necessary, therefore, inasmuch as advo­
cates of a l ow-denomination ooupon bond will 
submit t hese people as examples of the marzet 
that is not covered by a $500 minimum denomina­
tion negotiable bond. 

With respect to a1tapl1tying the basket, 
we urge t his as a matter of some importance. 
r and G bonds are al ready outstanding and are 
well known and popular among the field toroes 
ot the War Savings Staff -- t he toroe around 
whioh muoh ot the individual part ot the Third 
War ~oan will be built. The inclusion ot these 
iesuea i n the basket woul d be easily under­
atandable and no . extended amount of new educa­
tion as to the terms and purposes ot the bonds 
would be required. On the other hand, the with­
drawal ot F and G bonds would make the inclusion 
of a medium- term bond i n the basket more or lees 

284 

Regraded Unclassified



- 12 -

mandatory. Some i ssues would have to cover 
the caturi ty area between the certif icate and 
the 2-1/2 percent bond. The Treasury would 
seem t o give i tself a little more leeway by 
continui ng F and G bonds for this purpose 
during the dr i ve instead or el i minating them 
and eubetitut1ng a 2 percent bond. 

( lO ) The tax note. From t i me to time there have 
been comments to the effect that the name 11 t nx note" 
detr acts considerably f rom the sales appeal of t he 
security. The i s sue ie more then a • tax• note es it is 
now constituted, and the nace could probably be dropped 
with advantage to the Treasury. I t is suggested, t here­
tore, t hat consideration be given to chan~e the n~e of 
the 1esue, possi bly to Treasury Savi~s ~otes . Stock 
on hand could, of course , be issued unt i l it was ex­
hausted -- Just as E bonds captioned "Defense Bonds1 

were advertised and i ssued as •war Bonds1 - - and the 
s t ock in process of completion could be over-pri nted 
with the new name. 

I f the ohange i s made during the next few weeks , 
the new name will have been fully accepted ln the market 
by the t i me the Thi rd War Loan drive begins. An oppor­
tunity to change the name wi ll become available when 
the President s i gns t he pay- as-you-go tax bill. There 
will also be an opportunity at tha t t i me to announce 
the di scontinuance of the Series A tax note -- an i nstru­
men t whi ch is l ikely to have no extended ~rket wi th the 
advent or the collection or taYes on o current basis. 

(11) New money outsi de or drive. Our =e~orandum 
entitled 1A Suggested Pr ogram tor !Grket Financing 
Prior to the S~tember Drive• su~reats tha t the weekly 
offerings of Treasury bills of $1. 1 billions be continued 
through Septe=ber 9. On September 16 , it would , there­
tore be necessary to make a new determin~tion of the 
l~vel or the weekly i ssues ot Treasury bills. This 
determination would have no eff ect on the goals for the 
Third War Loan dr ive inasmuch as the program does not 
1nolude in the totals any funds derived f rom issues of 
Treasury bi lls i n excess of maturi t i es. 

(12 ) Federal agencies and trust funds . The program 
ror the Thi rd War Loan drive, eet forth in this memorandum, 
excludes any amounts that might bs obtained in September 
from subscriptions by Federal a • encies and t r us t funds . 
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PARAPHRASE OF TSL!-;GRI\!1 F!£CE1VE:!> 

FROIH Amer1 011n l::mbARey, Chunrk1nf", ChinA 

DATE : J un" 10, 194~, 11 ",m , 

NO , ; 891 

Th1e 18 ~ ~e• eer.~ fro~ Adler (ht ~ TF l~O ) t o the 
Se cretary or the TreAsury <mly. 
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On June A t.,e f1 n"l nP.ettny or monetAry exoerts for . • 
the ournoee o! 111eeuaetnr the \netructlona drAfted tor 
~he Chinese dele~nt1on to the oreltm\nllry d1 9cu~•1ona e t 
;; ,.ah\ny ton on 1nternl't1onal !"Onet11ry coooerAt\on . .,. . held 
The meettnr ,.,.. \n formed h( Or . Kunr th~t tt>e Chtne~e • 
<l el e~t~>tton to the nre ltml "~ry d1Bcu11•1ona v1ll eo111prl ee 
Dr. P. w. Kuo He t Te Hou, o. c. Lee •nd T. L. Soon~t (All 
o f these ere known P-8 "Kunr. • 111en ) . -'~tre ement ,.a renehe<l 
on a Chinese olAn for tn t e r nAtl.onnl monet~try oooperPt1on, 
~hich 1e soon t o he submi t t ed to the United St,.tea TrePeury, 
end on the ln etructlonA to the C~.lneae delegAti on. 

One . New feAtures r.on t ntned 1n the Ch\neee olen for 
\ntl!rnetional monet11ry coo·perntton are: 1) As en e& Aenttel 
pert of the plnn , provie1o1 t~ mAde for a trPn el t1onnl 
oer1od for reetorRtl.on of 1 nternn ttonnl .. onetAry Atnhll1 ty. 
?. ) No rcetrt c tions on l!bno rm9l w11r bAlance s Pre t o lle 
11pol1onble to Ch1n9 1 A blocked naeett l!b road, ~) ~lement11 
on vhtch the d eterm\netl on or quot~• shAll depend ~\11 be: 
totsl value i n bAlAnce of ~ymente of 1moorts And exnorta 
tnd t nvtoible 1teme, nrobn~le deve looaenta i n the bAlance 
of oa~enta efter the ...,,. h.nVl nf{ re~t .. rc! to ort ee levels 
vh1ch v111 t hen orevA11, ~he p,.ount or money and bsnk 
c redit tn etrcullltion , p-ol d holdlnra and f or e1AA I! B&ete, 
11nd i n oortPnce 1n world e conomy, For countrt ee tAking · 
A~vent .. ~e of the trAne1t1 onal oertoc!, ouotea Are to be 
orov1ft1onal 11nd subject 1;o rev\ at on. 4) Lilll1 te on the 
emount e or members quot11 n And debtt bnlPnee e ehal l be made 
to depend on YhAt errllnf''"'"""" nre I!IA<l e for relt ef And 
eoonom1c rehP'bl.lttlltion nnd f or r•edtum nnd long-t~rm 
o11 o1t'"l tnvee tment, 5) Th~ ''" \8 to be a nreoRrAtory con>· 
mlttee comorl etng one mem"or r~om the United StAteeL one 
from the llnt t ed Kingdom, one from Rue•tn , one from "hinA , 
pod three from the other Unitftd Nr t.tona . 

T~o . In the rollo~1np re~Ardo there 11 ~~~re e111ent 
t1e t.,een t 11e C.,\neee tlre rt olnn Anll the 'lrt tiah And Tr~Beury 
nlAn~t 1 ) The objeGts of ~he nlnn , t~e orov1 ~1on tn r es9ec t 
o f .,-e.,bPreh i o, nnd t.l'e r~r.J1 remert~ ror coneultiny. vt th 
nnd f'upnly\nf1 1nforrrA tion 'tO t .,e orrPni zp tlon. ?.) Gold --
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~n lnternptton~l unit h"~ln~ ~old VAlue , vold v~lue ror 
currencies or members , ~nd ~rovtftton t or ~ m~rket tor 
FOld whi ch will be fr~e ~nd denend~ble. ~) No chAnFe to 
be m~de 1n exchl'np:e r n te• * >:Clint hy ,.ccord w1 t h t'>e new 
1nternAt1onnl orp:~n1zPt1on. 4 ) Elvntiel ty wt t h reeoeet 
to dflb1 t b"lnnce8 ot inamh•ll"e, ~ ) l'xohM•[!i control to oo 
obol1ohed "8 Roon P.8 thi t\ t o foAel l>1 e , fl Conti-nued control 
over eA•l1 tPl movements 18 o>uthort z~d . 7) A monetPry or­
pPnl~nt1on ne~,.r~te from other tnt,.rnAttonPl nconom1c 
orr Ani tPtlono. 

Three. In t he r ono·-t nr ool n!e the Chthese plAn 
fAvors t he rreP8llrl olAn: 1) N~me or Or2~n1zR tlon And or 
p:overninr body, 2) Sul>ecrtot ton by members t o lntern~tionAl 
rund or pold , c urr.,ncy e n.: Recur\ t t e e, but the Chln.,Re oro­
nose thPt 1/?. t .,e ouote F~ -11 be nPi d In currency nnd 1/~ 
in aecurlttes . 3) Provt e,:na povernl nr onerP t 1on or funds. 
4) Subjec t to lm~rtant mo( \ flc~tlone , t he formula ror 
de te~lnlnp: 'uot~>e. 5) W1 th tre modl f1cPt1on tt-Pt 2/3 
1 neterd of ~ 4 m11 .1or1 ty b~ re••uil'ed on dect alons on 1mpol'­
t~nt mPttere , the formul~ for vo1.l nF:• 

Four. On the rollo«tnp: ">Olnte the Chinese nl an rnvore 
tho Rrltieh plan : 1) tle•1 1m1 t to not rl!desm11 1lle i n e:old, 
'>,) AbMOCOI of r enu1 remP.nto neo"~~t t.nt',ng thPt monetPry 
8t An dard be bounO u? vi t h pol d noltoy of nl1rt\ culAr oountrtea 
or wlth t.,~ ~old ~tnlnr. t n~u~try ; orovlelon ror checktnr. 
exoeenlve "'orl d-"'l de tender•cl •e t o>•n rde tni'lAtton or d e­
fl~tlon. ~ ) Subject to ~c~1 ficPt1on , t he formula ror t he 
l'r ov\ Aion or quo t11s • .; ) ~"bJPet to mod1 f1e11t1on, the r.f.. 
enonel b111 t , es o r cred, tor n11t1one 111 th 1'!!8oect to eou1Ubrlum 
tn bl'l~nce of neymPnt s. ~: fl~v, Alone 1n res~ect or form 
or pevern\np body Fnd OrDVI SlOn for pen~rPl ro~eti nr., 
6 ) Prov\R1on tn reeoe c t or hc\d 1nt. nonetary res erves outol 
orp~>nl M•tion . 

Ft ve. The moet lm~r·~nt ootnte \n the ~rAft 1net~~o­
t1onfl to the Cht'!efle delef •tl on 11ro eu•nro11rl~~d "s foll o••al 
1) DelPrntt on hn a no put"':,.\ ty ";o com'lllt the Chtneee Oovern­
msnt , 2 l !l. nl•n hPa been d rP!tP.d by ChinA to nrovtne for 
mnttorl3 or p~>rticulAr 1nt!JT'e•t to Chlnll Pnd \ n orrer to 
help tn reconclllng TrM sury And !lr1tiah plllr>s. 3 ) The 
Ch\neee Gove rnments reele ~h P t 1 t lG nr. ocaa•ry ~tnd 1• of 
v! tAl \ "lnort•nce to Ch\nA t o olPn more concr<:tely than 
el ther t he TreAsll rY or 9r! ••i•h l'r01'1<>A.Ol.n uo f or ll tr..ns\­
ttonAl pAr\ oO or monet"ry rel'nll111 t~tlon .. rt~r the ,.,.r • 
.. ) Dur1 ne the trAnBi t 1one) n~trlotl tht!l'O will be neecl for 
extern~l a tel to ln1.d(ze t'" e g~>o, n:!. thourh 1 t 1 s too e11r ly 
to SPY how much >'i l l be "~"ded. 14eP&U t''8 which the Chl!'leee 
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Government hne i n mtnd Rre ; (A) Foretl'n ored1ts to Chi nese 
Government to fl nRnce \m,.,ortR, 1muortere when non•·po vernmMt 
t> nd t o oe.y tl'-e Chinese Govar·nmt:nt thn n~tt1on~l currency 
eout ve lent of 1mnorts . (b) Dirflot ~Ple or forelFn exch~nye . 
6) It will he 1r'lnoes1 ble fo r the Oovcrnm~nt o f' Chi n11 to 
M~ke oomm1tments on t te exchnnye rAte until After Adoot1on 
And pPrt e xer.ution or n ~l~n ror restor ing 1nt ernPt1onAl 
monetAry pnd fi ec"l stl\bl. H ty. .S l T t 11 the feeltnr or the 
Chinese Government thAt tc a oonP\derAble exten t the re­
!torAtion or confidence Kill ~~otnd on the Rdooti on or 
\nternPtlonAl ~lAne tor r~lter And economic reh~btl1tPtion. 
7) Gre~t imoortsnce \B 11tt~ehed by the Chinese Govern~ent 
to "rr""F~mente for "" internAtionPl OJTAn\?-Ati on to P88\, r e 
economic reconstr~ct1on Pr d develo~ent. 8) I t ie etronrlY 
honed by the Chl nese Covf'J'mo-.nt thnt much lees reetr1ct1on 
""1 th rennect to c!ebt t b11l 11ncee will be oroV1d~d under po1 nt 
three, 1tem four of the T reAsury ol11n. 9) ~1thout comnitinr. 
t tnel r 11e to t1 me, the Ct>l "le•e Go vernment fi"Vors the reetor~­
t \ on of" free exchnn~e r n rk6t And ~iehes to remove exehAn~e 
roetr\ct1ons when ~t beeo~ee re~&ible to do so. 10) A point 
to he eX))lored 1 e the nos nihUtty or rectnrocAl un~ertllkinre 
to orov\de informRt1on to fACil\ tAte rer.ulPtton of c11ni tel 
movemnnta. 11 J 1'he Ch1nP. ee Oovnrnm11nt wtehe s thR t in 
Aocor<'I.Ance "'1 th A orocedure to be worked out by t he Amer1 o~>n , 
Sritieh And Chinese GovP.rnmente , the Ch\ nee11 blocked Aeeeto 
Pbronc1, which "'P.re fr07.11M ,>t tl'le ~xpre8A 1<1 8h Of the Chineoe 
Government , should be nrv"lntly un1' t •a 11n erter the wa r . 

•• ' 

12) E:nol'v•e18 18 lllid on I I' ~ dt'Sl rl'biUty th~t 1n l!e t e,.,.in\nf! 
11n PdeQuPte nuot11 for Ch1 1'P, the AO<H tioMl fpc tors l!'en-
tion~d t n .,,r,~r.,nh one, ~ t em t hree 11hove shoulO be eon•tdere<l, 
l~ l Cl1i ne eo Government hPo no objection to P re(l\U r ement, \ r 
t))e lln1 t l!d StAtes .:refers quch, thl' t Uni tAe •deoo~t tr.• "hich 
were pffectPd In ~old should be convertt blR into P.Ql<l, nlthouph 
C'ltneae \ !l t ereet;s do not 1\0 reo uire. 

Stx. It will be eunr•ct~ted by the Tr ePeury th•t 
there ehould be no reve1Pt1on to the Chinese deleFAtion or 
eny ortor knowledf!e or pt r•rr~>nhe ene to rour or or eny 
knowledge whRt Eoever or nArl\pr~Oh t1V8 hereOfo 
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NOT TO BE RE-TR/,!ISf:tlTTr.Jl 

COPY 110. I 3 

In1'ormati on r ecei ved up to 7 a .m., lOth June., 1943. 

l!ED:rl'ERRA.ll!:.IJI. PA!Il'ELIEIUA . Photogr<ophi c rccon:..,i>c::nce on 

8th shewed oll the Slllll1.l vessels 1n herbour ounk Lxcopt 4 LightLrs , In AEGEAJI 

o Crook Submllrino has t orpedoed a Spanish ship ot 1,200 tons , l ott bcnchc<. ond 

total >ll'Cck . 

2 . AIR QPERATIOliS 

!'ANTELIERIA. 7t h/8th. 1olJ.ingt ono dropped 50 tons . One 

a hip hit end 6 tiNa started. 

SICILY. 7th/8th. Hc~V'/ bolllbc.ro dropped 32 tons ~L'IA 

Fc.rry Tcrminua . Largo tirus startL<I at Cantral Station. 

EAS'l'ER!I I.!FDITER!!ANEI!J!. 8th. Allied aircraft s ot firv to 

150 ton ship, l ett another sinking, damaged 4 moN. as >~ell as J Caiques . 

CHINA . 6t h . Japanese bombors attackLd LIANGSiiA!I airfield 

(100 mil oo Northeast ot CHUNGKING) doatro11ns 10 Chincou and 1 u. s . aircraft 

on ground . 
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