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TAXES 

Present : Mr. Paul 
Mr. Gaston 
l!r. \\hi te 
llr. Sullivan 
l.!r. &ith 
lOr . Blough 
llr. llaas 
Vr. Surrer 
Wra. IUoh 

September 1, 1948 
9:20 a.a . 

H.Y.JR: Let ' s get down to business. 

MR. PAUL: Ror has a set of tables and charts, but 
it seems to me one has to consider the basic quest ions 
here rather than ~ t into those details. We don ' t have 
veey much time. I think we ought to recanvass what we 
discussed resterdar and see just what are the implications. 

We have had prepared a short memorandum which shows 
four alternatives. I think we migllt go over that. 

{~morandum handed to the Seoretaey, copr attached. ) 

MR. PAUL: It seems to me that we have here four 
alternative courses of action, and we ought to have veey 
aharplr and thoroughlr in mind what ther are. We prepared 
this after a great deal of conversation after our meeting 
resterdar. 

The first one ia the one toward which rou seemed, to 
me, but not to Ra.y after we canvassed it, to lean resterdar 
morning. {Reading) "The Administration recommends that 
a Social Seouritr program be considered first, with t he 

,_ 

1 

Regraded Unclassified



- 2 -

remaining part of the fiscal program, i . e., the purely 
tax matters, to be considered second. This involves 
the probability that the individual income tax and the 
corporation tax will not be increased at all, since 
Social Security ·heari.ngs and discussions may oarry on 
into 1944 and make it difficult to enact tax increases 
for political and technical reasons. This course of 
action therefore recognizes that our main goal - perhaps 
our only goal - is a Social Security program, and that the 
burden of ~resenting the bill falls largely on other 
shoulders. 

H.loi. JR: No. 

Lm. \VI!ITE: That was not 'l1l1 illlpreaaion at all. 

MR. PAUL: Then that shows we have to canvass it, 
because our minds haven't been meeting. 

H.M. JR: I don't see how you could get anything like 
that, 

MR. WHITE: lq illlpreseion was--

Lm. BLOUGH: Get all four and then see. 

MR. PAUL: "The Administration recommends t hat the 
purely tax part of the fiscal program be considered first, 
and that the Social Security part be considered immediately 
thereafter. As respects individual income taxes, we 
recommend a schedule which raises an amount of money ob­
tained by subtracting oontemolated Social Security collec­
tions from the total amount we suggested be obtained from 
individuals, This will produce a lop-sided income tax 
schedule, since the bottom is being left open for Social 
Security. • That is another possibility. 

MR. BLOOGH: That is the one I thought the Secretary 
was talking about. 

MR. WHITE: It is closer to it. 
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KR, P!UL: The third one ia, •Tbe Administration 
recomaenda a purely tax program . HoweTer, the indiTidual 
income tax would contain a poet-war credit roughly equal 
in amount to the sum which would be collected through an 
increased Social Security program, The poet-war credit 
would contain a proviso that it could be used currently 
if a Social Security frogram were enacted next year or 
later by allowing ind1viduale a credit for increaaed 
Social Security contributions.• 

Thet ia somewhat aimdlar to what we celled the 
second line of defense yesterday, 

"Tbe Adainiatration rec0111111enda a purel.J tax program, 
It may or may not contain a poet-war credit. It would be 
stated that of course if in the future a new Social Security 
program were to be enacted, the individual income tax rates 
would have to be reexamined and probably readjusted in the 
light of the addi tional burden under the new Social Security 
program.• 

B.M.JR: Are these alternatives what you people thought 
I said? 

YR. PAUL: No , These are alternatives that we 
really have to face if we are dealing with the Social 
Security .aphasia in the program. 

H.W.JR: Let me aak Harry what hie impression waa 
when he left here yesterday of where I stood. 

MR. WHITE: It was closer to two than to any of the 
othere. 

I gather that the difference of opinion ia between 
one and two, and possibly two on page two, But I thought 

3 
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what might be mora olaarlf your thought, as I understood 
it, h that you would go before Congreu to et.y that you 
are going to raise so much. I have forgotten whether 
it was a total of eill:ht billion - eight to nine billion 
dollars - and tha t of that there was to be, I think, 
three and a halt billion coming from excise, corporations, 
and income - maybe four billion dollars; it doesn't 
matter - and that you were to have a definite schedule 
prepared to raise that amount, but that that schedule 
would be drawn up wit~ the underatanding or with the 
recommendation that the remainder be obtained by a 
Social Security program . 

,~ 

The emphasis, ao far as your personal appearance, 
would be on the tax part of the program, which was to 
come first, but that you were to make it clear that both 
were equal parte of your recommendation, although tha 
burden of carrying out the discusaiona and the hearings 
on the Social Security part would - the main responsibil-
ity presumably would be Social Security with the Treasury 
going along supporting them ·beoause of its inter- relationship 
wi th the tax progr~ . 

lllt you would put your emphasis on the hearings in 
the tax part of the program - your emphasis in the general 
program - both - and this was to be part of a general pro­
gram, and taxes was to be part of that general program. 

(The Secretary held a telephone conversation with 
Judge Rosenman.) 

WR. ~RITE: I can give you some information about 
Currie. 

CUrrie had bean doing some work ror Byrnes and 
others, and Crowley i s finding the relationship between 
OEW and the various other deparbaenta becoming more comple x 
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HMJr: 

Operator: 

HMJr: 

Operator: 

Judge 
Rosenman: 

Operator: 

HMJr: 

R: 

HMJr: 

R: 

HI\Jr: 

R: 

HMJr: 

R: 

HMJr: 

R: 

R: 

HMJr: 

Hello. 

Go ahead. 

Hello. 

September 1 , 1943 
9: 30 a. m. 

Mr. Beoretary , Judge Rosenman, ai r . 

Hello. 

Secretary Morgenthau. 

Hello. 

Henry' 

How' a your back? 

My back is all right. I think you have a f ilthy 
mind. 

I don't know what you mean. 

(Laughs) Well, you're oraoked if you wouldn't aek 
me what's the matter while Dorothy isn't a round. 

Oh, oh! 

Henry, may I make a dleoreet inquiry aa to whether 
you are going up thle week-end' 

Uh •••• 

And if eo, when? 

(Portion or conversation not recorded.) 

9:32 a.m. 

I think I 'll be ooming down abou t tne end or the 
month. 

Oh, you 
resign? 

would? You're going- you 're going to 

, . 
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HMJr: 

R: 

HMJr: 

R: 

HMJr: 

R: 

HMJr: 

R: 

HMJr: 

R: 

HMJr: 

R: 

HMJr: 

R: 

HMJr: 

R: 

!!MJr: 

R: 

HMJr: 

R: 

HMJr: 

R: 

HMJr: 

- 2-

l ea, eur e. 

I eee. 

I don't know what I'm going to live on but • ••• 

Well , I'll be glad to have you here. 

Oh , t hanks very muoh. 

Tell me wha t 's the aignif ioanoa or this move or 
Currie' at 

La uoh Currie. 

I haven't heard or any move. What is it? 

Well, I just read ln the paper tnat he'a Executive 
Secretary of the Office or Economic Warfare. 

Oh, he's- he's left tne ...• 

!eah. Don' t you read the papers? 

What le it? Today'e? 

Yeah. 

I haven't read i t yet. You mean he 's resigned aa 
an Executive Assistant' 

No, I don ' t think eo. 

I don't k now. I'd have to f ind out. 

Yea h. 

I ' l l go t o work on tna t . 

Do that. Okay. 

All right, Henry. In oaee - I'll get in touoh with 
you . .. . 

All right. 

.... aa early as I can. 

•J'hank you. 
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as he gets closer to it , and ~rnes likewise is having 
considerable difficulty in attempting to decide what the 
appropriate lines of demarcation of each agency should be. 

So they have decided to ask the President to borrow 
Currie for a couple of months to examine the whole situa­
tion and see what recommendations he might make with 
respect to clarifying the problem. 

H.M.JR: Those things which come under Crowley - did 
he confine it to that field? 

MR. WHITE: It is OEW, but Crowley's outfit touchea 
Lend-Lease, Lehman' s outfit, the State Department, and 
Forei&71 Funds to some extent. He said the t he didn't 
intend to go into that at all . 

H.M. JR: Leave Jones ' outfit alone? 

MR. WIIITE: No, Forei&71 Funds . 

H.M.JR: Certainly the publicity doesn' t say that . 
-

Let me, ao that other people don ' t put ideas or words 
into my mouth - and I think I am in accord with practically 
everybody with the e~ception of you (Paul)--

Wl. BLOUGH: On the understanding of what you said 
yesterday- is that What you mean? 

H.M.JR: Yes. You people have woven all kinos of 
things into this . 

MR. BLOUGH: These four are not intended to be what 
you were interpreted as saying yesterday , only the t wo 
on the first page. 

H.M.JR: If you don't mind, I don't like any of it , 
I haven ' t changed one bit from where I waa yesterday. 
That is this, I would like to go to the ~reaident of the 
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United States with a Treasur,y recommendation that the 
next bill that Wa7s and Means ta.kes up ie a bill which 
will add to the present income tax schedule the present 
victor., tax - abolish the victory tax - and then on top 
of that would come something approaching the Wagner Bill 
on Social Securit7. Then on top of that would come the 
excise taxes, increased corporation taxes, and the 
increased income taxes, 

Nofl, the income taxes - we are going to say somewhere 
between eight, seven on the high and a lower level, depend­
ing on how it looks. This would be an Administration 
program. CertainlT some kind of introduction should be 
given to it to the Congress by the President. 

'!hen what I thought the discussion was - I thought 
we had agreement on that thing. The discussion was, 
should we have a second line of defense? And if so, 
what shoul d it be1 

Now, Herbert, you are a pretty good reporter. Am 
I saying anythlng different this morning than I said 
yesterday? 

UR. GASTON: As to the desirable objective, we were 
all agreed that we would like to have the President come 
out strongl7 for a Social Secu.ri ty pr ogram. We would 
like to have tax schedules enacted which would finance 
Social Securi tr. 'Ihe increases in the lower income 
brackets would be primarily for the purpose of financing 
Social Securi ty. 

Of course, that does raise questions of strategy 
that we hadn' t fully met. Congress may decline to consider 
a Social Securit7 tax scheme until action has been taken 
on a Social Secur itr law. 

lhat Randolph is pointing out here is that if we are 
to consider a Social Security tax as an integral part of 
a general tax scheme, they may either divert their whole 
inquiry into the question of Social Security taxes, or 
they may want to throw the Social Security tax out and 
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discuss a tax scheme without regard to Social Security. 

H.U.JR: Yes, but that is in the realm of surmise 
and also I know what the President would say. It he ' 
agrees on this thing, he would say, "Now, Randolph is 
worrying whether they will take up Social Security first 
or taxes first . • Well, that is something for Congress 
to decide, and I don't see why we should--

~. PAUL: They won't want to take them up together. 
They will want to have separate hearings, whichever is 
firat . 

MR. BLOUGH: They don ' t consider them in the same 
category at all . 

J.IR . GASTOil: Of course they are part of the tax 
scheme. 

H.M.JR: What I am trying to do is formulate and 
present a program to the President which will take care 
of the present situation, anti-inllation and a social 
standpoint, and this doesn ' t . 

Now, the way I feel today is, I am not going to go 
aey further than that. I am not going to try to look 
upon all the arguments they can give against it. I want 
to get it to the President. I want to get it to this 
crowd and see if they like it. 

The way I feel this morning, I don't want to weaken 
mf position u,y immediately sayin~, "If this doesn' t go 
I have another one up ~ sleeve, There is time enough 
to give them an alternative when the President turns us 
down. 

I would like to go to the President - the President 
is a pretty gpod strategist - and have him say, "All right, 
we will go down the line on this. • 

J.IR. GASTON: I think we have to remember this, if they 
decide on Social Securi~ sooner or later it will upset 
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&nJ tax scheme that you have nolved and you will have to 
go over the Wbole tax schedule again in order to work a 
Social Security tax scheme into the general tax scheme. 
Anything that you will have done in advance on taxea i s 

· thrown out the window - baa got to be thrown out the window 
if you adopt the Social Security plan. I think it ia 

vital to face that Social Security iaaue first . 

YR. t RITE: Why is that so, Her bert? 

YR. GASTON: We" can't draft a tax scheme which wi ll 
have the necessary counter-in.tlationary effect in the low 
levels whether it is forced lending or a ta~ scheme, or 
whatever it h . You can't adopt such a schae and then 
superimpose heav1 Social Secur1 ty taxes on top of that. 

MR. iHITE: Nobody ia suggesting that. You are 
suggesting the very opposite of that, as I understand it. 
What you are suggesting doing is by making a recommendation -
the President making a recommendation that both thinge be 
adopted. Your portion of the responsibility of drafting 
the tax proposal ie drawn with the assumption - with the 
understanding that it is a par t of the program, a.nd hence 
you draft the tax part in the knowledge that the Social 
Security part follows a certain pattern . You are able to 
get that pattern either from the Social Security people 
or from your own ideas. 

That doesn't mean that Congress will end up by 
accepting either the pattern which you give as taxes or 
the pattern t hey give as Social Security; but as far as 
the thing you present ia concerned, you present an inte­
grated pl an . 

MR. GASTON: That is exactly my position, Harry. 

H.M. JR: That is my position. 

WR. G!STON: We are exactl7 in agreezent. 

H.M.JR: That is mine, and we coul d sit hare from 
now until the first of the year and say which should fo 
first, this, or that. The Presi dant gets these two te lows 
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together, and the thing mov.ee like chain l ightning, end 
all the plana we make go ov.erboard but that doesn't 
aean that we hav.en't presented an Integrated plan to the 
Preaideot. 

Once we get Dough ton and George in the r oaa, or 
Vinson and B;yrnu, ail I am going to attept to do ia 
to hav.e an integrated plan which i• baaed on sound 
econanios. 

MR. PJ.UL: I think - I am sorry - I agree the.t we 
should have a sound plan based on integrated econanica, 
but I think we hav.e to be prepared tor e lot ot ev.entual­
itiee . The President m&f call George and Doughten in 
and th~ may say, ~r. President, we don ' t want to take 
up Social Securi t;r, • or the)' may sa7, "lil right, it 70U 
request us we will take up Social Security, but then we 
will have to put oft the tax, • or they may say, "We would 
like to take the tax first .• 

.H.M. JR: But Randolph, neither )'OU nor I are going 
tq hav.e a chance to paee on those things. 

MR .• PAUL: &It I don't want to be caught off base 
end be canplately unprepared. 

H.W. JR: The first time we ~o we will see the President 
without these people, aee. We nil go and see him without 
thea. Then he will raise theae nrioua questions a.nd we 
will go over the whole thing. I hav.e no objection to 
raising them with him. 

WR. PAUL: Of oourse I want to raise them with you 
first, because I want 70u to see where all theee--

H.W. JRt You pointed out to me - and you did last 
night over the phone - I think that is possibly what got 
you wrong. I realize perfectly - let's say that this 
may mean - \ 11 right," they will say, "we will show thea. 
l e will stall tnia whole thing and just do Social Security 
for six months and no taxes . " Or they may say, "We will 
do taxes, praniee to get that through and then promise 

11 
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to take up Social Securitr. • 111 of those things are 
within the realllle of pouibilit1 over which nobodJ' in 
this roCD will have anT control. 

Now, all I feel ia this - this ia the wat I feel, 
tba t it is up to the Tre&aurf to give the President an 
integrated ~lan wbich be can look at U,r himself and aar, 
"I like it, or "I don't like this part . I want this ln .• 
Then be will aar, "All right, it suite me.• And if fOU 
want to point out the hurdles - it you feel that ia part 
of rour reaponei bili tr to point th1111 out to the President 
the way you have to me, I certainly won't object. But 
if you don't mind lilY aaying it, I think it is a futile 
effort on my part - I mean, I don 't feel as though I 
were going into a court and wu going to baTe the District 
Attorner there raising al l kinds of objections for my 
evidence and all the rest or the stuff. 

111 I have to do to fulfill 1111 reaponaibilit, is to 
give the President a c cmpla te plan. 

MR. GASTON: I think this question of al ternatives 
is in the very highest levels. In other words , I think 
that the President needs to canvass the situation and 
get same agreement wi th leaders that thef will or will 
not take up an integrated plan. 

Then if they won' t - it there is absol ute resistance 
against it - I think t hat is in his banda. And if there 
ia absolute resistance and they won't consider it, we 
will need to be prepared with ao111e alternatives. 

MR. P!UL: That ie right . Thing• 111ay move very fast . 
I agree exactlf with wbat you say, Herbert. These questions 
are not aubaidlarJ questions. They are on the very highest 
level . 

I don't think the President should consider - first 
the Secretarr ahould consider going abead on this plan, 
which I would like to see if it could be put through 
generally without coneidering what may happen about it 
in the practical world up there on the Hill. 

12 
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KR. WHITE: I don ' t underetand t he force of that 
poeition . There ~re two approaches; one ie what fOU 
~nd f OUr technic~! etaff do, ObYiouelf, thef muet be 
prepared for contingencies, You can't do in a week or 
two what should take a month t o prepare , 

I presume fOU r staff already has, or is in the 
process of - I am sure t he7 already haTe or are in the 
process of preparing wh~t fOU regard as a second and 
possibly a third alt ernatiYe . The research staff - the 
technical staff hae got to be prepared for contingencies 
because you cannot prepare that in a brief time. That 
ia an aspect no one disagrees with. 

There ie quite another upect of that, and that .ia 
what decision will be made on political grounds, and I 
assure fOU that the decision will be made wholl7 on 
political considerat ions. You erepare a program for the 
President; the President ea7e, Thi s looks good to me,• 
and he calla the leaders . The le~dera say they don't 
like it for thi s, that, and t he other reason . The 
President either changes hie mind, or be doesn ' t change 
hie mind. He aafa, "1hie ie what I want. You fe!lowa 
go ahead and do what you want.• He goee to t he public 
on it, in which c~se you ~lao go ahead in the way you 
originallf intended. 

Now, if on the other hand, the President, after 
talking with than, sqa, "I reaa we can' t get the!ll to go 
~long; we will have to adop other tactics. ~hat shall 
we do? " fOU cane to him with another plan. It doesn't 
take more than a day to talk onr wba t that shall be. 
You will at least have a da7. It has nothing to do 
with your technical preparation. I don ' t understand 
fOUr (Paul'e) concern about being ready. 

MR. PAUL: I t is not my concern ~bout being ready; 
it ie my concern that the Secretary make up his mind on 
the basis of what may act ually happen, and not completelf 
be --

H.K. JR: Kay I answer you ae to why I can't? If it 
were my sole responaibilitf, then it would be right to 
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presa me on tbie . It ien•t, and I don ' t envisage mJ 
responsibility beyond fiving the President a plan. 
Then it is his respons bility to deoide what be i s 
going to do with it. 

I agree it is our responsibility to be ready if ba 
says, •I want thie or that,• to have the anewers. But 
I u not going to make up fAT mind beyond that I like the 
plan. 

MR. P!UL: 'l'bat ie just mJ point, that I don't think 
you can intelligently aake up your aind without considering 
all the alternatives. 

H.W.JR: That is where I differ with you. 

MR. GASTON : Can't this be dona, Randolph, the 
Secretary presents thie integrated plan and says, 
~ow, Mr. President, if you find on canvassing the 
leaders and so on t ha t it i s impractical- that we can ' t 
do that - of course we will have alternatives to give 
you later"? 

•tR. WHITE: You don't have to aay that. The President 
knows always that there are alternatives. He has always 
had to resort to them. 

H.M.JR: Look, Herbert, you coma in with me - I don't 
care what it ia - on any complicated f ront and you have 
taken aix months to studf the thing - now before I evan 
get to read it you say, O. K. , if you don't like it, I 
have another one. • It diatraota ae. 

M1 Whole argument is, all the time these people give 
me alternative memoranda . I say, "Tall me what you want; 
don't give me alternative memoranda. • 

The President would have a perfect ri~ht to sa1 to 
me, •Henry, do you or don't 1ou like this? 

I hateJersonally - maybe that is the trouble - I 
bate these tarnative memoranda. I like my staff to coma 
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in and say, ~ere is a thing, and here is a letter of 
transmittal. Now, this is what we recommend. " 

IIR. TlfiiTE: The o~ time alternative memoranda are 
justified is when we don t want aometbing you want, eo 
we give you Wbat you want and say, •we don ' t like it; we 
have eomething we want .• (Laughter) 

VR. GASTON: That ia exactly •hat I was suggesting 
the Secretary say to the Pruidant. Of couru he won't 
need to NY it. The President will know that if he can't 
get away with this he will hue to call for alternatina. 

VR. ViHITE: Be doe an' t han to say that because the 
Secretary is recommending that . When Randolph says he 
can't make an intelligent decision - Randolph said this 
was a complete plan. Apparently he has made a decision. 

liR. PAUL: That is in an i deal world. You han to 
decide wben you present this integrated plan if you are 
considering - you have got to consider the alternative; 
that may mean no tax program at all. 

MR. 1HITE: It a~ems to me you are arguing against 
the recommendation. I don't see how you can stand on 
two poai tiona. Either you think it ia the beat tactics, 
to present this progrem, taxing whatever other alternatives 
you han i .n your mind, or up your ale en; but either you 
believe it is the beat tactics to reea=mend this plan, in 
which ease you atop talking about alternatives, or you 
don' t believe it is the best program, and introduce the 
question of alternatives through the back door. 

liR. PAUL: I did not say t hat I considered it the beet 
tactics , I said that I would consider i t the best plan if 
it could be adopted. 

J.IR. WHITE: That is a weasel; you know that . It is a 
weasel because we are always up against a position - we 
all have a million good plana that are not practical . I 
hold that a plan that is not practical is not a good plan . 
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llR. BLOUGH : 
practical. 

KR. Vd!ITE: 
as to whether it 
worked out. 

- 14 -

It ia ten to one that thh one ian 't 

Tben if rou feel - it la not a question 
i s pract cable in the sense of being 

KR. BLOUGI: I don't mean that. It h practical in 
that aenu entirely. I mean, poHticall;y. 

1 

KR. \HITE: 'nlere ia one sillple decieion, whether , •• 
the Adminietration ought to coae out in the first instance 
with a program of this kind. If ;you belieYe that it 
should, that h the alpha and amega of the practieabilit;y 
of it . It is not a question of what happena after that . 

Now if ;you believe that this ie a deairable progru 
for tba ~resident to come out with, you atop there. You 
will make t hat recommendation. If there are doubts in 
your mind that the President ought not to come out with 
it -mind ;you, not because he may not be successful -
that h not for ;your concern, that ie 1;1ia concern--

YR. BLOUGH: You have aln;ra taken the other position . 

WR. ~~ITE: No, I don't think I have. 

WR. BLOUGB: Your poaition bas always been we should 
aaaeaa tba possibilities of auccaaa . 

KR. ~BITE: Saaatimaa, but there are other factors 
which you are considering here. One of the Yer;y iMportant 
factors ;you are considering hare which ;you can ' t leaYe out, 
except b;y dietorting the whole thing, ia the political 
Yalue of caning out with a plan of this character. 

H.M. JR: Harr;r likes m;r plan;after all, he can change 
his basis. (Laughter) 

MR. WHITE: Wh;y should I be consistent? (Laughter) 

H.M.JR: The other t imes he didn 't like it. 
This time he likes i t. 
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YR. HAAS: Let ' s discuss one ot the main worries, 
that Social Security may be taken up tlrat. It you are 
to go over this program as outlined and pick out that phase 
moat effective on inflation, you would p1ck out the 
Social Securit7 tax par t . lbat it that did came first and 
was enacted? Froa a political consideration then they 
would feel bound to go in and put some more taxes on. 
They wouldn't leave them juat on the low aide - Social 
Security, or otherwise. So it aeema to me it it takes 
ita natural course--

H.li. JR: ••• Social Security cOJDes first . 

lffi. SURREY: I am not sure you would ever get to the 
second part. 

liR. HAAS: I am not a politician. 

H.M. JR: Well, look, gentlemen you might just as 
well atop arguing, because I have l!stened to this thing. 
I have had plenty ot time to think about it, and I would 
like to pr esent this to the people caning in at ten aa 
a Treasury plan unless you don ' t want me to do that. 

liR. PAUL: Not at all . We have the plan ready. 

H.li. JR: All righti we will present it as an integreted 
Treasury plan and we wi 1 beer their objections . And 
tomorrow afternoon egain at tour o' clock we will present 
it aa a Treaeury pl an and we will beer their objections. 

Next week I will ask !or an appointment et the earlieet 
possible time that the Preaident can see us to present it 
to him. 

Now, we han a n111ber of hurdles to cron. We have 
to see Senetor Wegner, and we have this one at ten, and 
another one - u we go along I would like to go on the 
basis - I am perfect~ willing to be accused o! being e 
star-gazer, and eo forth, end eo on. You telk about 
Congress not -.nting it; Congress, after all , in the final 
ena~sis listena to peopl e. They are much more sensitive 
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to it than some people are, like Drew Pearson' s column, 
if that ie possible , If they bear that a number of 
their const1tuents want it, then they get interested, 
I don't know whether we can make North Carolina inter­
ested, or Georgia, 

MR. PAUL: Or George, not Georgia. 

H.M. JR: I mean C~orgia , 
..... 

18 

&t I would like to go through thia thing in all ~' 
sincerity up to ~e point of presenting it to the President, • 
'!ben let ' e bear wbe t be baa to aay • . 

MR. PAUL: If you want to present itt I think you 
should, and I am all for presenting it. l simply don ' t 
want you to make any decisions on things without seeing 
what you are going up against , 

H.M.JR: Tha.t is all right. I am perfectly conscious 
of what we are going up against. I said there might not 
be a chance for nine years, and Sullivan said I was taking 
a defeatist attitude, and he W~8 perfectly within his rights 
to say tbet , 

MR. WHITE: I am not 80 charitable to Randolph. I 
can't understand Randolph ' s view; and because he 1s in 
charge of taxes, I think it needs to be further clarified. 

MR. SULLIVAN: I can get it, hia view. Here is the 
situation, Barry: Here we have a plan which we think ia 
the beet thing in sight and the beat thing for the country. 
There are two obstacles that Randolph recognizes, and 
which I appreciate, although I think that one at least 
is artificial. It so happens that Social Security ie not 
adminiatered by the Treasury DeparbRent. It also happens 
that there is a traditional dislike for increases in 
Social Security in the tax committees. 

From now on, with the rates we have you just can' t 
treat Social security and taxes separateiy. They have a 
tremendous effect on each other , 

Regraded Unclassified



- 17 -

Now what I saT ia t his, that with the situation tha 
country 1a in now and with t he tremendous need for a pro­
gr~ of the kind the Secretarf baa proposed, it is time 
to do away wi t h thi s distinct on between the Treaaurr 
and Social Security and work toget her on i t. It is time 
for some real heat to be put on t he Congress to get over 
this idea that they can always put Social Securi ty ahead 
another eighteen months. ind if there is enough drive, I 
think it can be done. 

){R. iiDTE: I agree wi t h you wholly, w t I think it 
ia quite i rrel evant to what Randolph' a position is . 

B.W. Ja: Let White get it off hia cheat. 

liR. WHITE: What I am saying ia this, it aeema to 
me, Randolph, you are for thia plan, you are for thi a 
reoa~~~~endation to the Preaidant, but you aa1 you want 
the Seoretar1 to thoroughly under stand the alt ernatives 
because of the excellent chance - if not almost a certaintT -
that you will be confronted with the necessi ty for making 
alternatives . 

Now, whT are you so insistent on having the Secr etary 
understand the alternatives at thia stage of the game 
unless there is in the back of your m.ind the feeling that 
because of the al ternatives that ia not the best plan to 
recommend; and if that ia in the back of TOUr mind, why 
not aay you don't agree this ia the best plan to r ecom­
mend - if I am interpreting what is going on in TOUr 
mind oorrectlT• 

W.R. SURREY : I wouldn' t n1 that was Randolph ' s 
position. I t hink I know--

MR. WHITE: I f I can interpret his mind, be i a entitled 
to it. {Laughter) 

liR. P.lUL: I think I need a lawyer. (Laughter) 

WR. SURREY: I think the confusion of altern~tivea -
what Randolph wan ts to know, to use the Secre tary a 
metaphor, is just exactly what star the Secretary ia ~zing 
at . Randolph wants to indicate, aa I see it, that thia 
progr~ involves with it the implication that you may 
have no taxes at all. 
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Now, ae long ae you realize that, you a till may be 
for the program - and that ia the first thing to be decided, 
is what Randolph ia aaying--

WR. SUU.IVAN: I am voting on that right now. If it 
ia a question between trying for what the Secretary wants 
and losing it, or getting an extra three billion dollars 
in taxes, I will go with the Secretarr and not get anything 
at all. 

MR. SURREY: That is all right. That ia what Randolph 
ia trying to get acrose. 

was, 
See, 

R.M. JR: I don 't know whether it was a poet or who it 
but somebody said, •Ritch your chariot to a star.• 
the t is me. (Laughter) 

MR. '\l!I 'IE: S0111ebody else said, "Don ' t have your head 
in the clouds . • (Laughter) 

MR. GASTON : What we are talking about is purely e. 
question of strategy. It is perfectly clear in my mind that 
what should be presented to the President now is this inte­
grated plan. Of course it needs to be made clear to t he 
Preaidant - or I don 't know whether it needs to be or 
not, tha t this ia a movement that baa to be taken on all 
fronts, an idminiatration movement in which we ere demand­
ing Social Security legislation and int egrating a tax plan 
with it, 

MR. WHITE: Right. But unless Randolph believes 
this implicitly -lt he doun' t believe it, now is the time 
for him to say ao . If he does, he should have no reser­
ntions. 

MR. PAUL: I will give you a memorandum on whet I 
beline. 

KR. N!ITE: You mean you don ' t think you made it 
clear? (Laughter) 

MR. GASTON: Of oourae in the shop we will hsve 
alternatives reedy for presentation if the President 

Regraded Unclassified



- 19 -

tells us we can't get to first base - that it can't be 
done . 

H.V. JR: What White should eo is give Paul a question• 
naire. (Laughter) 

J.IR. PAUL: I will gL ve 70u a memorand\.1111 later in the 
da7 on what I believe, and I will·· 

VR. ~~ITE : No swear words in it . (Laughter ) 

MR. PAUL: I will quote from a French poet, using 
the star metafhor. (Laughter) I will give it to 70u 
later. I don t want to conceal an7thing. 

H.V.JR: Again using sort of a metaphor example, ! 
don 't think we want to lose sight of the tree on account 
of the forest . I think 7ou (Paul) are seeing so man7 
possible objections through 70ur highl7 techriical training 
that poasibl7 rou lose sight of the tree. 

~!R. SMITH: Aren't those objections all going to be 
taken care of abruptl7 when the President calls in lo!r • 
.Byrnes? 

H.W. JR: Of course. 

KR. Slli'lH: )(r. Bpnea is going to sar, "!hs t is a 
fine schedule, onl7 we ought to have coapulsor,y saTing• 
instead of this . • Then the Preeide.nt makes up his mind 
one wa7 or the other, and everrbod¥ is together. (Laughter ) 

H.V. JR: As long as Harrr baa been so frank - I can't 
be as frank as Barr)', or as forcetul- - (Laughter) 

J.IR. WHITE: Randolph wouldn't recognize me if I 
weren't f rank. (Laughter) · 

H.M.JR: I like 7our frankness . You have helped me 
out a lot tbia morning. 

Tha point that I am making - I come in and aar this 
thing, "Here is 117 second line of defense,• and then Mr. 
~rnes baa his second line of defense, and Kr. Vinson has 
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his second line of defense, and we have half a dozen 
alibis, why we shouldn't have this . 

MR. SMITH: Your second line is going to be awfully 
close to Byrnes '. 

MR. SULLIVAN: You mean the one tha t wae suggested 
yesterday? I don ' t know as tha t is the Secretary's yet. 

KR. Slo!ITII: I mean any--

H.M. JR : My own feeling i s , I don't think that is 
necessary . The thing ia going to move eo faat. I am 
repeating myself, but I think Paul and his staff should 
have all the answers to whatever the President may rai se. 

MR. WHITE: Did you get tha t - "al l ?" (Laughter) 

MR. BLOUGH : "111• the answers. (Laughter) 

H.M.JR: Well, I haven' t seen those schedules. We 
might a s well show them when McNutt comes in . 

llR. BLOPGH : As you wish. I have got them. 

B.ll. JR: Now, who ought to star? Paul, how much 
of this staff do you '118Jlt~ 

MR. PAUl.: Roy should stay, because he has all the 
schedules. That is all I think we need. 
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Four al t ernative courses of action appear under consider­
ation (For the rest of this memorandum it i s unimportant 
what i s the overal l figure for individual collections -
it i s merely assumed that the same overall amount is used 
in each case) : 

(1) The Administration recommends that a 
Social Security program be considered 
first, with t he remaining part of the 
fiscal program, i.e., the purely tax 
matters , to be considered second. This 
involves the probability that the in­
dividual income tax and the corporation 
t ax will not be incr eased at all , since 
Social Security hearings and discussions 
may car ry on into 1944 and make it diffi­
cult to enact t ax increases for pol itica l 
and techni cal reasons. This course of 
action therefor e recognizes that our main 
goal - perhaps our only goal - is a Social 
Security program, and that the burden of 
presenting the bill falls largely on 
other shoulders. 

(2) The Administration r ecommends that the 
purely tax pa rt of the fiscal progr am 
be considered first, and t ha t t he Social 
Security oart be considered immediately 
thereafter. As respects individual in­
come taxes, we recommend a schedule which 
raises an amount of money obtained by sub­
tracting contempl at ed Social Security col­
lections from the total amount we suggest 
be obtained from indivi duals . This wil l 
produce a lop-sided income tax schedule, 
since the bottom is being left open for 
Social Security. 
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B. Tax program with future considera.tion of 
Soci~l Security indefinite; 

(1) The Admini stration r ecommends a purely 
tax program. However , the individual 
income tax would contain a post-war 
credit roughly equal i n amount to the 
sum which would be col lected through 
an increased Social Security program. 
The post- war credit would contain a 
proviso that it could be used currently 
if a Social Security program were enacted 
next year or later by allowing individuals 
a credit for increased Social Security 
contributions . 

(2) The Administration recommends a purely 
t ax program. It may or may not contain 
a post-war credit . It would be stated 
that of course if in the future a new 
Soci al Security program were to be 
enacted, the individual income t ax rates 
would have to be reexamined and probably 
readjusted in the light of the additional 
burden under the new Social Security 
program . 
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TAXES 

Present: Jlr . Gaston 
Jlr. Paul 
Jlr. Blough 
llr. lo!cNutt 
Jlr • .Utme1er 
Jlr. lo!agge 

September 1, 1943 
10:05 a.m. 

H.ll. JR: The reason I aeked fOU to CCJIIe OYer 11as 
this . Aa you 11&1 kno11 11e han been teying to prepar e 
an anti- inflation, social prograa for the President; 
and we think we baYe one now which we would like to tel l 
you about . I Yery briefl7 outlined i t for the President 
over the week end, and he liked it . 

Veey briefl1 - and fOU can ask these people ques­
tions - we are talking about taking out present tax 
structure, consolidating into that the Victory tax; then 
for the lower income group, the three thousand or under, 
we want to build into this J.dminietration rrogram Salle­
thing like the Wagner bill on Social Secur ty. Then we 
would start our incCJIIe t ax increases at l evels f r011 t hree 
thousand dollars up . Social Securit1 will take the place 
of that at three thousand and below. 

Then we are talking about an increase of about a 
billion dollars in corporation t axes and alx> ut two billim 
dollars in excise taxes. 

Now I .dght as well say here What we feel, that it 
ia a go;;d anti-intlation measure, it ie good on the social 
front, it ia good politically, and it is good postwar, 

KR. llcNUTT: I will take the lest three . I think 
the fir st fOU had better not put the emphasis on . 

.._I 
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H.M.JR: Anti -intla tion? 

MR. lo!cNUTT: Yes , 

H.M.JR: Wel l, our people around here differ because 
they feel t hat it will take a little time to get the thing 
started; that if they went to the six percent in the 
Wagner bill it would be someWhere around seven billion 
dollars and take about a rear and a half to two years 
before it could be effect ve, before the money would be-
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gin to flow out again. , .. 

liR. KcNUTT: The point I am getting at is, place 
the emphasis on the benefits for these people , 

H.K.JR: Rather than- -

liR. McNUTT: That is the proper sales program. 

H.M. JR: What we are trying to do is this, to build 
a complete program which I hope the President will take 
the leadership on, you s ee, because it includes Social 
Security, and he might say thia is what he want s . 

Now, in talking with him he said to me that he had 
been groping for something and this seemed to fit him 
like a glove for What he wanted. Of course he would 
have to support the bin~ because illllllediately - and he 
would have to do the talLinf with George and Doughton 
because Doughten just doesn t want to take up Social 
Security. 

liR. McNUTT: I know he doesn't. 

H.M.JR: And I can't tell ell the angles it will 
take once it gets to the President. I mean, you know 
he will have his own ideas, but I didn't want to move 
on thie thing and present this tanorrow afternoon at 
four o'clock without first talking with you people 
alone and find out what - you miglit say, "Well, look, 
under no oircumetances do we WL~t you to do t his." Then 
that would be something else , 
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. 
~. YcNUTT: I think I can state our position verr 

briefly . We believe in the Social Security progr&R, the 
thing that has been worked out, both for present and poet­
war purposes . 

I think it should be sold on i ta merits and that 
thero should be no attempt to sell it aa an anti- infla­
tionary measure. In other words, ;you will get a better 
rsturn from the public itself if ;you show them that this 
thing is sound fundamentally, and it ia . 

Of course they haven't wanted to touch it up there, 
and it has been on account of pressures f rom the other 
side. But it is sound, and I think we can make a very 
good case. But I do believe we should leave off the 
part that it is an anti - inflation measure - and I am 
against inflation . 

MR. GASTON: Governor , we are bound to consider the 
possibility of Social Securi t;y levies in cODnection with 
anything we do on t axation because the impact of any 
scheme of pay-roll taxes and other taxes on Social 
Securi t;y iB going to be so heavy, 'especially in the low 
levels, that if we attem~t to consider a general tax 
measure without con aidenng the question of whether a 
Social Securi cy plan ie going to be enacted we are 
working in a vacuum. We will have all of our work to 
do over again. 

WR. ~cNUTT: I quite agree. 

MR. GAS Tal : It Social Security 1e not to be 
enacted, we are going to have to supply anti- inflationary 
taxes in the low level to form a part of a general t ax 
scheme . 

It is perfectly useless for ~s to go up before 
Congress and propose a tax bill in which we ignore 
Social Securitl prospects because ;you are talking about 
raising funds n the quantities of six billions of 
dollars. It would be absurd to talk about overlaying 
them onto something we bad planned for revenue purposes 
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and for counter- i.nflaticnarT purposu and then onrlaTing 
that,with ita immense impact on the low levels, on top of 
that scheme , So we have got to (X)nsider it ae one problam. 

MR. llcNUTT: I agree )'OU should, 

liR. G.lST<Jl: Of course in presenting it we wi 11 have 
to say that if theT don't have these Social SecuritT 
levies we will have to have corresponding counter­
inflationary taxee in that level. 

KR. McNUTT: All right, I agree that TOU should con­
sider it as a part of TOUr over-all problsa, but I am 
talking about what the eff ect ia going to be on these 
people themselves. I am talking about the long-range 
Social SecuritT program, in which I believe wholeheartedlT• 

H.W . JR: He thinks there is more advantage in 
stressing the benefits rather than the anti-inflation. 

liR. McNUTT: CertainlT you should take all of these 
things into consideration. 

MR. GASTON: I understand. I am inclined to think 
that the people wbo benefit pretty well underetand that. 
We get the reactions from the labor union people, and 
they tell us - the)' have told Kr. Paul, "We don ' t think 
there ought to be heavier taxes just as taxes in the 
levels below three thousand dollars, but Social Securit7, 
Tea. We are willing to accept he&Tf pa7-roll taxes in 
that area. • 'nle7 are alreacijr sold on that. 

KR. llcNUTT: All well and good, but I still go 
back to the point, which ia a verT practical one - and 
I have bad some experience in it- -

H.ll. JR: Well, we don't have to argue . I mean, 
the whole purpose of this meeting was to get the benefit 
of your advice and see how you feel. 

MR. 1/ioNUTT: We are for the program. 
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~.U . JR: If you have anf objections to our moving 
forward on this front--

MR. VcNUTT: Not at all. We are tor the pro~ram 
but feel the amphasie, as far as Social Security 1e 
concerned, should be placed on the benefits to accrue 
therefrom, 
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I for one feel very deeplT that we art going to 
need to do now several things that we couldn't do after 
this war h over and tba t the demands after the war will 
be such that we should have a base which will enable us ,. 
to meet it without going through all of the terrors that 
we went through in 1932 and '33. 

H.~ . JR: All I can 887 on that point is I will 
certainly give it very careful consideration - I mean 
what you said, I would like to talk it over with~ 
people. 

MR. McNUTT: Arthur, do you agree with me? 

MR. MAGGS: I was--

MR. AL'IYEYER: Go ahead, 

MR. l(AGGS: I am afraid I may be taking i t a bit 
afield. I was going to ask, could you give us some 
notion of tht comparative impact on people whose incomes 
are under three thousand dollars of the two things. 

H.ll. JR: llr. Blough has that. 

MR. KAGGS: Would the Social Security, say, take 
twice as much money from them as the increases that you 
would put in the income tax for people below three 
thousand if you didn 1 t have Social Security? Wruld it 
be twice a8 much, or three times, or seventy-five 
percent more? 

KR. PAUL: It would be more . 
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H.W:. JR: Ro;r Blough baa tba t. What han ;rou got, 
Rof? 

KR. BLOUGH: It depends on the level. The income 
tax exemption at present for a married oouple with two 
dependents, for example, emounta to nineteen hundred 
dollars of net income. If ;rou had an increase beyond 
the scheduled two-percent rate on snployees next year, 
of four percent, ;rou would of course have that four 
parcent right dom to the bottom. For the famil;r wi. th 
nineteen hundred dollera of re t income you would have 
an increase in Sociel Security taxes of approximately 
eighty dollars, wi. th no increase in incoae taxes unlesa 
the exemptions are lowered. 

~R. l!AGGS: What I was driving at - I wondered if 
it would be a possible tactic to present alternative 
plana to Congress and the country, saying that we must 
pick up some of this money. Say, •ana way to do it is 
income tax. The workers have nothing - the;r get no 
benefit out of it at the end. They have pal d their 
income tax just as everyone else has paid it. It i s 
absolutely essential from the poin t of view of infla­
tion that the excess purchasing power be picked up. " 

"Now, an alternative Jr8l to do it is by going into 
the Sooial Security program, in which case the worker s 
would not be called upon to add more to the income tax, 
but they would while paying more get these tremendous 
benefits,• you could sa;r. 

H.W:.JR: Well, W:r. Kaggs, what I am hoping for -
and some of the people in the Treasury accuse ae of 
being too idealhtic on this thing - whet I hope we will 
do ia the President mi9.ht take thie as a package and 
call it his paokage. Then if he does he should be 
confident of that and not have alternatives. As soon 
as he has alternatives, ever;rbody has alternatives. 

MR. !AAGGS: A variant of my suggestion would be 
not to have alternatives but say, "This is what we 
are doing. The reason we haven't done tha t is" -- and 
then give the reasons . 
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Perhaps that comes too close to alternatives for 
;you. 

MR. KcNUTT: As far aa Social Security ia concerned, 
sell it on ita merits . Of course it works into your 
plan the other wa;y. I understand that perfectly, and I 
agree that it should. 

But I think you can sell it better as insurance 
for the worker than you can sell it to them as one of 
our hedges against inflation. 

H.». JR: On your aide of the argument, ~en I made 
a stata~ant here a year ago that we wanted to mop up 
the excess spending I got a terrific critical mall. 
They objected to my talking about mopping up their money. 

MR. AL'IYEYER: That is what I was going to aay, 
that standing back of Governor KcNutt•s approach I think 
we have to be very careful in presenting Social Security 
to present it as Social Security on its merits. 

When it comes fran the Treasury, as it did a year 
and a half ago, aa ¥ou say, they said ~t is the 
nigger in the woodp1le?• They said, ~Is this just a 
device to go and get sane more money out of the tax­
payers, for anti-inflation, or for paying the current 
expenses, or what-not, or is this really Social Security?" 

Kost of them said, "It isn ' t really Social Security 
that the Treasury ia interested in . • 

I think we have to be very careful not to get that 
reaction again. 

H.K. JR: That is all right. ?fuat I am t rying to 
gat - all of this is in the roan here - the President, 
I thought, did a master stroke when he talked about what 
he was go1ng to do for the returning soldiers. He got 
there first. And this would approach the same thing on 
the home front. 
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WR. McNUTT: That is riRb~, but put it on that 
bash and not the anti - inflation. 

H.M. JR: I think you are right. But, mind you, I 
am saying this becauee I am hoping that the President 
ia going to do this. I think he should do it. I think 
ho should do it rather than anybody oleo . 

liR • .U.'IllEYER: I think there is another angle that 
you want to keep in mind and that the Proaidant will 
want to keep in mind; and that ia the strategy of it ao 
that tho boys on tho Hill don't do either, cbn•t gin 
10u tho increased taxes or the Social Security, because 
they are just - they don ' t car·e to do ei thor . We know 
that. 

H.!.I , JR: That ie what Paul h worrying about. 

MR. ALTMEYER: If it isn't presented just right, 
they will say, ~ou really don ' t care for taxes . You 
say you will take Social Security instead. We will 
take that up as so on as we get around to it . " 

MR. GASTON : What the Secretary is proposing is 
this: He is interested in Social Security, and he wants 
to have it presented at this session of Confresa under 
the circumstances tha t are the moat favorab e for its 
adoption . 

He doesn't want to go up before the committees of 
Congress and propose a tax mea!Ure that has no relation 
to Social Security so that we have two wings of the 
Administration going off on tangents. 

He would like to see a concerted Administrat ion 
drive to get Social Security, and in doing so, to 
integrate it wit h our tax plana to show that tho 
Administration is completely united for getting t hi s 
i mproved Social Security plan enacted. 
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WR. McNUTT: Theoretically you would be right, with 
the Congreaa in its present frame of mind, and, ae I 
judge, the frame of mind of the people . I think you may 
be in trouble if you make it as a part of an integrated 
program as far as the Hill is concerned. Certainly in 
your own thinking, too, we go along with you a thousand 
perc ant . 

lffi. GAS TOO: I am afraid it we went up there and 
got a tax program - presented it and got it throuah the 
colllllli ttees and then before the Congreaa, diaregarCling 
the Social Security thing, that Social Seouri ty is just 
as dead as the deadest mackerel f or this session. 

MR. KcNUTT: All right, but the point I am making 
is that thet should be handled by the leaders of these 
committees - for the President to do that - show than 
this llhole picture - but I am talking about public 
relations on this thing and the support that we are 
going to get, and which will be reflected in an election­
conscious Congress. 

H.M. JR: That is the language I can understand. 
Altmeyer doesn' t like that language. He thinka--

MR. ALTMEYER: No, no, this ia a poli tical question, 
whether you like it or not , and, in fact, it should be 
because i t affects the welfare of the people. 

H.K.JR: Look, the only way - I am not a very good 
politician, but the only chance that thi s thing has got 
to get th.rough is because they think it is good politics 
to do it now. If they think the alternative is an equal 
amount or taxes on the same people--

I.IR • .lo!cNUTT: And, frankly, it is good politics ­
if they will take a look at it - to do this, which will 
refle ct the benefit s of the workere, and do what you 
want done at the same time, when i t should be done, and 
it will provide a backlog when we are going to need a 
backlog. 

H.K. JR: And this i a the only group the President 
can really rel y on . 
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MR. PAUL: I am a little un- cJ.ear about how ;rou 
think it should be presented on the Hill. You said 
something about our thinking, and the Secretar,y said, 
"Well, it liOuld have to be presented" - do ;rou mean 
that they go to the same committees and if t hese commit­
tees take up one, the;r won ' t take up the other? 

MR. llclruTT : I think it ia a matter of getting 
Bob Doughten and the leaders of the House Committee to 
agree that the;r are going to consider these two things 
simultaneously, because they mean drawin6 off mone;r. 

Now, he had said before, "We will not take up an1 
Social Securit;r program until we have finished with the 
tax bill. " He said that to me a doten times . Of course 
that wasn't the answer. We knew it then. Now, if--

H.M.JR: And he has also said to me, "Which do ;rou 
want f i rst?" 

10\, McNUTT: There is no reason in the world why 
they shouldn ' t consider those two things simultaneously. 

MR. PAUL: I agree. 

LIR. GASTON : If ;rou get into taxes first without 
Social Securi t;r, ;rou are in a vacuum, and then Social 
Securlt;r is dead. 

KR. McNUTT : I am taJ.king about reactions in toe 
country - the reactions tha t t here are going to be - the;r 
wi ll be responded to b;r the Congress . 

H.!J,JR: WeJ.l , look, gentlemen, all I want to g&t 
this morning from ;rou is enough encouragement to present 
at four o'clock tomorrow afternoon to this big group that 
oomes in - who are all either Presidential appointees or 
their representatives - there will be nobody here except 
Presidential appointees or thei r representatives - I 
didn ' t want to go forward unl ess I thought you were sympa­
thetic, and I gather that you people are sympathetic. 
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MR. McNUTT: Great Scott, we have urged it. The 
program is sound. Now is the time to do it - even from 
your standpoint, now is the time to do it, But from 
the long- range Social Security standpoint, now is the 
time to do it. Now is the time to get ~he money for the 
backlog to meet the demands we are certain will come 
after this war is over. I don ' t care what the postwar 
world is - how much production we have - we are still 
going to have a tre.mendous problem which ce.n only be met 
by a sound Social Security program large enough~d strong 
enough to meet the needs. Otherwise, we go right throu~h 
what we went through before. Iem convinced of that • . 

NR • .lLTliEYER: Here is the way it stacks up in my 
mind as I listened in on the conferences you have already 
bad on your tax program and the relationship with Social 
Security, which I agree you can' t ignore. In order to 
protect yourself you might - the President might submit 
a double-barreled program - a tax program and a Social 
Security program - both on their merits, and then say, "To 
the extent that you enact Social Security along the lines 
that I have recommended, to that extent you will need to 
take that into account in the development of your tax 
bill." But present a completely integrated tax program 
so that you areJrotected in the event t ha t t he Congress 
shunts off Soci Security. . 

H.M.JR: You can' t do that. Do you mind - if we 
are going to give a straight tax program, then we have 
to have a tax, which we have, r.bich will tax the people 
from eight hundred dollars up to three thousand dollars 
through taxes. 

YR. ALTUEYER: Then they would see the alternative . 
It seems to me they might - that you stand a better chance 
of getting one or the other if they saw what the alterna­
tive was . 

MR. McNUTT : If it weren't for the personnel coosidere 
especially co the House side, I would aay that - why not 
be frank about it? But you can't. ~ 01111 advice would 
be to see, first of all, if you can aeoure anything like 
an agreement from the leaders on the House aide - that is, 
as far as the committees are concerned. 
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H.K. JR: I tell you, all of theee things - Paul ie 
prepared, with hie etatt, to give the Preeident or IJI1bod1 
elee who want s thea, all kinde of alternative plana. He 
has a drawer full - and aohedulee , and so f orth and so on . 
~t I don ' t see how I can go a111 fUrther than doi ng it 
first with this group and getting the benefi t of thai r 
advice, and then the Presidant, and see how he r eacts. 
And then frcm then on, I hofe - and f rom 'llha t l:.e said onr 
the week end I think he w 11 - that he would like to 

talk personally with the leader a and cane to an agree­
ment, which would be ideal, both fr<11 yours and mJ stand­
point. 

MR. licNUTT: That ia right. 

H.li. JR: I mean, if he would tek e this thing to hie 
own bosom and say, •All right, I will see this through." 
Now, when we get together things move so fast - that ia 
why I am not going t o pass on all the alternat i ves. 

MR. McNUTT: I t is a matter of political j udgmant . 

H.K. JR: SaneboQ)' on 1111 staff said it was more 
political than anything else. 

MR. licNUTT: I U\ really in accord. I do trant to 
eay that we are sincere in our urging a Social Security 
program. You are, too. 

B.ll . JR: Don't llisundersta.nd me. Thia thing would 
not interest me a t all if the basic econ~ca of it 
weran' t sound. For a by-product, once, have aaaething 
econollicall7 sound and also good politics, three cheers. 

loiR. McNUTT: That ie right. I am still going to 
stand up and say I want a Social Security program·to 
be able to stand on ita own f eet. 

H.M.JR: That i s al l right. I have no obJecti ons . 
I think you are right . 

liR. PAUL: Of course you will sell acme people on 
that, and you will sell same people on the other argument. 
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MR. McNUTT~ But I am telling you where the mos t 
powerful argument is. I am talking about the masses of 
the people , and I am talking about the kind of Congress 
we are dealing with right now. 

MR. PAIJI.: That is right , but there are certain 
veople whose support you may be able to get wi t h the anti­
ln!lationary arg~ent . 

MR. McNUTT: Let someone from the outside make that -
someone who is friendly. Let them point that out. 

MR. PAUL: That is right. I a~ree. 

J.!R. McNUTT : Here is a program that is sound 
i t self, but it is not only sound, it is necessary 
now as a part of the general picture. 

in 
right 

Now, if t hat can be done , if we could get a voice 
that would be listened to on t he out side who would say 
that - you have the President ' s support on it - then I 
think we would have a chance. But there is no need to 
tell any of you gentlemen how tough the Ways and Mean• 
Committee of the House is . 

ldR PAUL: Not me, anyw&¥. (Laughter) 

H.Y. JR: If it is a!l right, could you gentlemen come 
back at four o'clock tomorrow and help me with this thing? 

WR PAUL: I would like to make a suggestion. 

Wl. McNUTT : Certainly. 

MR. PAUL: In t he meantime, J.lr, Altmeyer could look· 
over some of these schedules so as to be prepared more 
than otherwise he ~ould be. 

MR. ALT11EYER: \',hat schedu!\ a? 
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MR. PAUL: The actual schedules we have constructed, 
They are atill tentative, and ao on, but still, you would 
get some of the concrete details of the idea in mind 
better. 

H.M.JR: You can do it any time. 

111!. ALTME'YER: You plan on raiaing ei ght billion 
dollars extra on individual income tax, and this would 
raise about seven billion dollars extra? 

WR. PAIJL: Yes, we have a supplementary income tu 
above the Soci&J. Security level. 

H.ll.JR: It will take you fifteen minutes if you 
want to stay with Blough now. 

ld.R. ALTMEYER: You mean you have a dovetailed 
arrangement? 

H.M.JR: Yes we have dovetailed. We have built the 
two things together without low~ring the exemptions. I 
think it is a nice package. 

l!R. McNUTT : Then we will meet here at four o'clock? 

MR. GASTCN : That is tomorrow. 

MR. KcNOTT: Yes, tomorrow afternoon. 

H.M.JR: All right. 
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}{r, Paul 's conversation wi. th Kr. Kagge of the Labor Department, 
at 4:45p.m., September-1, 1948 
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J.l: I talked to Miss Perkine and discovered she f eels very 
vehemently that i t would be a great mistake to adopt the 
program that was outlined this morning. Her words were 
almost exactly like those of Ur. McNutt, that social 
security ought to stand on its own feet; that it should 
not be dragged into an anti- inflationary thi~. She 
thought it would be bad pollcy trom t hi s poss1bi l ity of 
gettfng social security over at all. She feels very ,. 
strongl7 that t he tax thlng should be got without sayi ng • 
&JI1thing about social security. 

P: Is it your understanding f r0111 the conference t his morning 
that Uc!lutt and you attended that lloNutt was ae IIUoh 
against t his as Miss Perkins l s? I didn' t get that, 
I thought McNutt thought it was worth having a conference 
with Congressional leadere, that be felt well of the 
scheme provided emphasis was put on social security 
and it was clearly i ndicated that i t was on ita own 
merits. 

1.! : I thi nk you are probably rigb t . llisa Perkin.s bad thought 
it would be better if social security were not mentioned 
at the present time. I agree t hat McNutt certainly did 
not go that far. Let me make the two things separate -
l.!oNutt was vehement about social securi ty, and she went 
even furthe r. 

P: And abe ' s objecting to any mention to social security 
at t hi s time, 

M: Seems to be, I put in 1 call to you and when I couldn't 
get you felt I better get the thing to Mr. Morgenthau 
and got word that be would call me back. Do you want to 
get this to him? 

P: I will send word that you have talked to me. 
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LAZARD FRERES 

Present : t!r . Paul 
Mr . Pehle 
Mrs. Klotz 

September 1, 1943 
10:40 a.m. 

H. U.JR: I have read this t hlng on Lazard Frerea 
(referring to ~emorandwo to the Secreta~ from Mr.Paul, 
coiy attached), and I want to ask a couple of questions 
wh ch, after reading it, aren't qu.ite clear to me. That 
is this: This million nine hundred and fifty, which is 
more now than it was first- -

UU. PEHLE: That is right . Part of that was trans­
ferred up from Argentina just previously through the 
United States. 

H.M.JR: What was the sum first? 

l.!R. PEl!LE: The first sum was a million, two . 

H.M. JR: !low it is a mi.Llion nine hundred and fifty? 

t.IR. PEHLE: Yes. 

H.JLJR: And they claim that all of that was sent out 
to Lazard Freres in Unoccupied France to pay thei r debts? 

MR. PERLE: That is right. 

H.l<! . JR: And the man in this country was David-\Veill? 

MR. PAUL: Andre Meyer. 

H.M. JR: Andre Meyer sending it to David-Weill. 

Now .Let me ask you thi s - I am not familiar witt it: 
You said he did nothing to get his father's citizenship back? 
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MR. PERLE: His father ' s citizenship was revoked by 
the Vichy Gove~ent and stayed revoked for f ifty- three 
days and it was restored. Originally we we re ?.Orried 
lest the timing of the sending of the money would make it 
appear that the money might have had somethine to do 
with getting t he citizenship back . 

JI.!I. . JR: lias it during those fifty- three days? 

IDl. PERLE: No, it nan ' t . 

l!.l.!. JR: When? 

MR. PEHLE: The citizenship was re. tored before the 
money was sent. The citizenship was restored before any 
of the money was sent and the dates dldn't coincide -
lLat wasn 't intelligible . 

H. !!, JR: You raised it, then you raised a doubt in 
my mi nd . The citizenship was reJtored before the money 
was transferred? 

I.! I\, PKHLE : That is correct. 

H.M.JR: That isn't in here . 

YR. PERLE: I can see it wasn't clear. 

n.a.JR: That takes care of that point . Now, as to 
~hether they used it for bribery or not, you don't know. 

MR. PERLE: We don ' t know, but ~e are inclined to 
believe their story. Maybe we are naive, but it is a 
very plausible s tory. 

H,l!, JR: Now you also raise the sort of guarantee 
fund fran two million dollars to a half a million. 

l.ut. PEHLE : That ia because the amount is up to a 
million nine hundred and fifty that was transferred. 

H.U. JR: Have they got t hat? 

·41 

Regraded Unclassified



- 3 -

~m. PEHLE: They have got it . They will put it up. 
In other words, it won't force them out of business . 

H.M. JR: They have the !DOney? Is . .Utsohul going 
to leave his money in as a special partner? 

MR. PEHLE: I don ' t know. It won't be his money 
that will be put up ; it will be the money of the two 
French partners . 

H .~.JR : And they have the money? 

UR. PEHLE: They have the money . 

H.M.JR: \i'ho is the fellow J8111ea A. Jackson? 

MH. PEHLE : I can ' t tell you much about him except 
that he has been a partner all along - an American. We 
have checked them and we didn't have any adverse infor­
mation. 

H.M.JR: But you give t hem your approval - bo th 
Jack son and Hettinger? You don't know very much about it . 

UR . PERLE: Hettinger had a long l ine of references 
in Washington. The only one I talked to nas Dr. Goldenweiaer 
at the Federal Reserve Boa.rd. He said he knew Hettinger 
very well and that he was an entirely reliable man . 
We didn't find anything adverse on Jackson . He has 
been there all the time. 

H.I!.JR: I thought in a previous memorandum we had 
already referred this to the Attorney General once. 

MR. PEHLE: We had recommended referring it - we 
hadn't until we decided v.hat we we1•e going to do with it. 

H.M.JR: Are you satisfied? 

Mk. PAUL: Yes. I think that they are willing to do 
that and we have got to send it to the Attorney General. 

H.!.! . JR: Whose is tl.is ( nferring to memorandum)? 
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MR. PERLE: Randol ph E. Paul. 

H.M.JH: Where is Pehle? 

Mit. PERLE: He is on the initialed ·carbon . 
(Memorandum initialed by Mr. Pehle.) 

H.!I .JR: All right, here goes Mo t•genthau. 
t•andum inilialed by the Secretary.) 

Do ~e get a photostat of thi s? 

lARS. KlOTZ : \;e will do it. 

(Memo-

Mrt. PEHLE : They have a new - they brought new 
counsel in, in addition to the old counsel, to deal with 
this uAttcr . The new counsel ia much more intell igent 
than the old. 

H.M.JR: Vlho is the new? 

!JR. PEI!LE: Dempsey and Koplovitz. 

!AI\. PAUL: Dempsey is the son of t he former New 
Mexico Congressman. He used to be--

lffi. PEill.E : He is local , here in \','ashington . They 
handle themaelves very well. 

UR. PAUL: Dempsey used to be a great friend of 
Jerome Frank. 

H.li.JR: Cook is certainly riding on a reputat ion of 
a good many years ago. 

tm. PAUL: The 'Oartners in Cook' a firm al'e vecy 
worried about Cook, generally. They think the whole firm 
is going to go to pieces es soon as Cook gets out - the 
effect of his reputation. 

H.M.JR: This closes t his , I hope. L~ybe we will all 
get a f ree subscription out of Harper' s magazine. Is 
that ' that it is? 
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Mlt. PEHLE: That is what they e.re dickering with, 

H.M.JR : That is all I have got . Have you got 
anything else you want to clear? 

UR. PEHU:: I just want to say you were right on 
this case from the beginning. You thought there was 
something wrong and there was. I don't know what it 
was , but it was there, all right. 

H.U.JR: Well, we know now; they admitted it. 

JAR. PE'nLE: sure. 

H.U. JR: They admitted it. 

MR. PEHI£: I don ' t know what it was that gave you 
that feeling there was something wrong. 

H.J.! .JR: Oh, well, the beat way I can say it is the 
old elbow t ingles . (Laughter) 

One other thing - I want to get t his t hing straight. 
Who was the man at this end who sent the money? Who did 
all that? 

ilR. PEHI2 : Andre lleye r, 

H.J(,JR: And on t he receiving end? 

MH. PEHLE: Pierre David-Weill. He i s very ill. 

H.M.JR : And he did the manipulating? 

MR. PEHLE: Yes . 

H. l.l. JR: And he was the fellow who did not tell the 
truth? Is that rig)lt? 

MRs. KLOTZ : And he is the man who is Dr. Weizmann's 
friend, and not until 'i"l'eizmann made him - discovered - I 
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don't know how he discovered the ttor,y, but I told.you 
when he uw me up in New York he sud that not unhl he 
entered into it and said, "This thing ia going on ; you 
have got to tell the truth. Have you been telling the 
truth?" did they break down . Then they wrote the letter. 
But it ~as ~elzmann who made them do it . 

ll.loi. J R: Do you think so'( 

WRS. KLOTZ: I think eo . 

llR. PERLE: I think various people claim the same 
thing. Sohubart c.ialms it. 

B.l.I.JR: But in the first instance it was my saying 
to theae people, "Interview them and try to get them to 
tell the truth." hn' t that right? 

MR. PEIILE: Yes. We did something else, too. lOll 
took the Swiss Bank, through whom they bad t ransferred 
these funds , and blocked their funds here and said, "If 
you want them unblocked you tell us what happeiled to the 
money." And they very well m.e.y have been worried that 
the Swi ss would come back - and the Swiss did come back 
in a cable we picked u~ through censorship saying, "Ask 
David-Weill; he knows. 

WRS. KLOTZ: That is the answer. 

llR. PEBLE: ~ am afraid that is why--

llR. PAUL: They made a virtue out of necessity, all r ight. 

H.M.JR: So there were a number of people. I mean, · 
the point was, they were blocked both mechanically and 
every other way, and it looked as though something was 
going to happen. So he said the less of two evils was 
to tell the truth. 

MRS. KLOTZ : They would have been much better off 
originally if they had told the truth, but they had told 
a couple of lies and it was very hard to turn back, 
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H.M.JR: This just di dn ' t emell right . It was a 
long hard job. I think you people did a good job. 
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Operator: 

HMJr: 
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Gamble: 

~MJr: 
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HMJr: 
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HMJr: 

G: 
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HMJr: 

Hello. 

Mr. Gemble. 

Ted. Ted. 

Good morning, alr. 

Septeaber 1 , 194) 
11:)3 •.•• 

Hello, Ted. I've got an ldea and I Juat talked to 
Steve Early about it. He likee it. 

'lee. 

And that is to try to aek t or Churchill to make ua 
a newsreel letting me eell hia a f25 bond ..• . 

Be vondertul. 

••.• dovn at the gun taotory here at the Navy vhere 
they are making a 16° gun ae a background, you eeet 

Be wonderful. 

Nov, h1a suggestion vaa that you get in touoh v1th 
Aubrey Morgan, vho i e head ot the Britilh Preu and 
Information Service here. 

'lea. 

He eaid try hlm either at the Embaaay here or dovn 
in Nev 'lork •..• 

'lea. 

•••• and let it oome through them. 

'lee, eir. 

Seet 

And hle name 1e Auorey Horgan. 

I have 1t. 

And- vell, t or vhe tever it'• vorth, tner e it ia. 
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I think 1t' a a wonderf ul 1dea. 

He aa1d 1t would be good t or ua and 1t would be 
good t or Churchill. 

Be wonderful t or Churchill. 

Yeah. 

And ••.• 

Now, they'd have to do lt tomorrow. 

Well, we can do it- we can move- he's her e 
tomorrow, I take i tt 

He'll be here la te today. 

Wonderful. Well, we'll get right on it and I'll 
give you a r epor t on it juat the second I get word 
back trom them. 

Okay. 

I understand you were Juat asking about Detroit. 

Yeah. 

I won't be able to give you that in tull un ti l 
tomorrow. I talked to Detrol t laat night - to 
Mr. Qulnn and I talked to Mr. Murray this morning. 

Yeah. 

I wan ted to get trom tnem the i nformation - I didn't 
want them to teal we wer e moving in and taki ng over 
their program ...• 

Yeah. 

••.. on this radio. 

leah. 

I've made the request t or a halt-hour's broadcasting 
tlme . . •. 

Yeah. 
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.... a nd worked out Murra7' e part1e1pa tion w1 th him. 

Xeah. 

There are several deta1la that I want your appro•al 
on •... 

Okay. 

•... but it will be tomorrow before I oan give you 
mueh on that. 

Thank you. 

All right, air. 
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Cordell 
!lull : 

Hl4Jr: 

H: 

HMJr: 

H: 

HMJr: 

!! : 

HMJr: 

fl: 

Hl!Jr: 

fl : 

HMJr: 

H: 

HMJr: 

H: 

HMJr: 

H: 

HMJr: 

September 1, 194) 
12:40 p.m. 

Can you connect that up any bettert Hello , Henryt 

Cordell? 

:tee , e1r. 

Can you hear met 

Barely. 

Cordell , I wro t e you a letter which I don't know 
reached you or not abou t th1a proposed loan to the 
Ne therlands. 

Yea, I got i t this morning. The tac t ia that I 
have said several timea, that while I'm always glad 
to get in on anything, I - I've said several times 
that thia ia almost in every essential respect a 
ma tter t or the 'l'reasury and the President . .• • 

Xeah. 

. .. • with especially you t wo. 

ltlell, I ' m • . .. 

I t 's a question or mone~ary policy there more than 
anything else. 

Well , I 'm willing to assume the r esponsibility but 
I thought that in this caae •... 

leah. 

•... ir we settled thia one that we' r e not going to 
make any l oans without, at leaat informing Congress •. .. 

Xeah. 

• .. . that that would take the heat or r both you and me 
because they ' ve been around to eee your f ellows and 
they've been a round to aee Jeeee •... 

Yeah. 

. ... and they've been- and even the President saw 
them. 
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Oh, cUd he' 

Yeah. 

Well , anyhow, I haven't encouraged anybodf to 
auppor t th1 e. 

Well, I .... 

I have aaid t o the- I've eaid to the Netherlande ••.• 

Yeah. 

.... tha t tni a vae a quea tion or brand new policy •.•• 

Well . .. • 

•... and that it r elate• to the monetarr aide a nd tne 
loan aide vh1ob the Treaaury and the President handle 
a nd I Juet dumped them ott 1n that t aehion ••.• 

Well ...• 

••.. and I did Mr. Jonee the same way. 

Well, t he trouble is, I think J esse has kind of made 
tnem a halt of a promise , wh1oh be shouldn't have 
done. 

No, ot oouree not. 

And I don't know whe tner you agree vita me but I think 
t or the ~resident or a nybody connected with it, to 
even aake a half a pr om11e on a loan, would embarraae 
ua Yery much on anything that we want to do in the 
foreign fi eld. 

Well , l tn1nx everybody over here •..• 

hah . 

•.. . ott the record, reel s the same way. 

Xeah. 

lnat 'e tne firet thing I eald when it t i re t came up. 

Yeah. And somebody i n Oongreee 1a going to f ind out 
aoout it •••• 
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leah. 

. . .. and you may vant eome poat-var and I may vent a 
stabilixa tion pr ogram and they - the f irst thing they 
a r e going to aak me ie , "Ha ve you made any p r om1eea 
on any l oane,. 

W~ll, I'm 100~, you knov , pereonally . . . . 

teah. 

. . . . ot that viev. 

Well, it you would scribble something on a piece ot 
paper and send it back to me, I'd appreciate it. 

Yea, Well, un - I Jus t wa nt ed you to knov tnat , 
vhile I don 't tnlnk it ' a my functi on ..•. 

Yea. 

•••• except to a nominal ext ent , tha t ia my individual 
vi ev e. 

Wel l , I - I ' m more than v1111ng to assume the r eapon­
s1bility but vhat 1 vas trying to do vas delay thie 
thing .••• 

Yeah. 

.•.. and it - and vhat I'd like to feel that I-- vhen 
I go in these th1nga, vhile I 'm willing to take the 
final responsibility, vhen it' a something nev like 
thh. 0 0 0 

Yeah. 

••.. I ' d like to reel that you and I are shoulder to 
shoulder. 

Yea. 

You aee? 

Yea. Well, that's the vay ve are on this . 

Well , that's all I wanted to find out. 

~eah. All right , Henry. 

Thank you. 
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TAXES 

Present: Mr . Paul 
Mr. Surrey 
J.!r . !hlth 
J.!r. Blough 
Mr. White 

September 1, 1943 
2:::!0 p.m. 

H.!.I. JR: This is &:J interestinf refinament llhlch I 
t3i nk has good public relations in t, that Jltme1er 
suggested. I thought you could just state it again. 

MR. BLOUGH: Here is A1 tmey .. r' a suggestion: He 
says the particUlar plan that r.e have been talking about 
i s what he calls neutral with resf,eot to Social Security. 
We propose income tax and Social Jeourity, but there is 
nothing in t he pl an which puts any premium on passing the 
Sooia.l Security. 

!low he said, "Why don't fOU do this: Since you 
deducted the Social Security 1n arriving at your income 
tax schedule, anyway, whf don't you take your income 
tax schedule before you deduct it as Social Security and 
say, 'That is the income tax proposal, but we propose 
that 1ou pasa Social Security also and that you allow 
the increase in Social Security pay rol l tax on the em­
p.Lo1ee as a tax credit against his inco~e tax?'" 

Now, he said that that has thi s advanta~e: In the 
first place it isn't neutral to Social Seour1 ty. If 
Congress passes that income tax there will be great pres­
sure on them to pass the Social Seourit1 increase also so 
that the workers will be able to get this credit and 
~there will be able to get the ot•edi t . If t~ey say, . 
Nothing doing; we are not interested in Socli Secur1ty; 

noll r.hat do you suggest, Mr. Secretary?" - we llill heve 
an income schedule there that will stand on its own feet 
without Social Securit1. 
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H.!.I. JR: Let me explain it to you the ltay I under­
stand it. That is a little bit complicated. We took 
this eight billion seven schedule and we said Social 
Security - let •s· say, for argument - wi ll add three billion 
onto the PIV roll of the people. 

MR. Bl.DUGH : Three and a half. 

H.A.JR: I said that we don't want to have tax and 
the Social Security, so we deducted the three billion 
dol l ars from the tax schedule and then out the t ax schedule 
on top of the Social Security. You see~ That is the way 
they have arrived at these figures. 

\~ha t Altmeyer says - he didn ' t say it to me- "Let ' s 
leave the eight, seven, put o.n the Social Security, and let 
the fellow have the fun, himself, of deducting it and think 
he is get ting something f or his money. " 

Blough doesn ' t put it that way , but that is v.hat it 
amounts to , does~· t 1t? 

Mit. BLOOGH: He puts the emphasis not on the fellow 
having the fun of deducting it--

H.li.JR: That is v;hat you are suggesting? 

Wt. Bl.DUGH: 'fha t is what r.ould happen . A man •ould 
be allowed a deduction against his income tax . 

J.(R. P AU L : 

MR. BLOOGH: 
in the meantime, 
propose . 

MR. SMITH: 

!.!H. BLOUGH: 

In the meantime--

If they don ' t pass tbe Social Security 
tbey pass the income tax schedule you 

Including the Social Security? 

Only including--

MR. SIUTH: He 11-ould pay the same amount of money only 
not get Social Security. 
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: BLOUGH : Above the exemptions that is substan-
tially correct. Be! ow the exe1r.ptions he wouldn't pay 
any increase at all because we wouldn't increase his in­
come tax and if they didn ' t increase his pay- roll tax 
of course he would have no increase . 

~:.11. PAUL: Vihat this means is the. t--

(The Secretary left t he conference tenporarily. ) 

J.lh . Sl.UTC : The only rub I see i s that you are 
passin& a tax bill now - if I understand you correctly, 
you are submitting a tax bi ll ; then you are s~ggesting that 
a tax credit be ~ade - be given for Social Security, which 
you a1·e--

!.l.tt. BLOUGH: Wnich you are, ureing at the same time . 

).!!{, SIIITH: V.bich you are urging at the same time. 
Now, the compulsory savings boys will jump up and say, 
'~lihy eo into all t he trouble with the Social Security? 
r.ihy not just take that same amount of money and allow 
a tax credit for compulsory savings and then you get it 
right after the war is over?" 

UR. BLOUGH: The saoe if you do it the other way. 

MR ~ITH: But you have set it up so beautifully 
fo r t hem because you haven ' t said that your tax presents­
lion is Social Security and taxes . They have got to spli t 
it apart before they can insert compulsory savings in 
place of Social Security. 

MR. PAUL: This is the same as our second line of 
defense except it is a substi tution of Social Security 
credi t for--

MR. BLOUGH: VIe have no postwar credit . 

H.M.JR: Let's forget it. 

Mit. BLOUGH : It is t he only thing j OU will get. 
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MJt . PAUL: Let me give you one other objection to 
it, though. 

H.M.JR: Look, I am getting impatient , Roy, 'llhy 
keep trying to do this thing the back way? Let ' s go down 
the line . I mean, the1•e is always a ome suggestion of 
doing it some other way, which will open the door for the 
thing t hat I don't want . 

~. BLOUGH: I don' t t hink it will. I don't think 
!Lr. Smith is right. 

:.!h. SJITil: I do, because it seems to me that there 
is a perfectly logical way to pre sent this and that ia 
in order to raise revenue for the Government and in order 
to combat inflation , whatever Altmeyer and McNutt - I 
read that thing thi s morning - what they &l'e looking for 
are those t..o things; raising revenue and combatting 
inflation . Now, in order to do that you are presenting 
a schedule to raise eight point seven, or whatever it is, 
and you are suggesting that that be raised by excise 
taxes, increased incc~ taxes, and Social ~ecurity, and 
that is a Social »ecurity tax. Those are the three t hings 
that make it up - if those are the three t hings. You 
present that as a unit and i t is going to be harder than 
hell for somebody to blast your "'cial "ecurity out, and 
having gotten it out, put somethine alae in. 

I would like to be byrne& - I nould rather be Byrnes 
and Vinson under this new arrangement than I would under 
the old one. And besides, I can't get tnrougb my head -
when Mr. Roosevelt calla byrnea, Vinson, George, and 
Doughton and lays this thing out to them, right then 
and there Vinson and Byrnes at•e going to say it is very . 
si lly to t~ to ~ut Social Security through because it 
h a big tight . Nov: then are six billion dollars - just 
11hat we want in compulsory savings. • You can take the 
Social .::leouri ty o.ut and put compulsory savings in and 
this will slip through without a question, then it is 
up to the ~!resident to sa;y,''l'he heil with that." If he 
says, "The hell with that," y;e are clear; if he doesn't, 
then that is something else again . 
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MR. BLOUGH: He can very readily aay that , anyway. 

I.IR. SMITH: I know it , but it ia going to be easier 
i f he just is going to substitute one alternative for 
another . 

li.U. JR: Can I interrupt you? ~~ does i t have to 
take Alt:neyer to come along and suggest a thing like 
this? You were perfectly happy the way it was, 

~ BLOUGH: I never said I was perfectly happy. 
You asked me yesterday if I would go along with this and 
I said I would, and I will. 

H.M •• TR: Look, my pat i ence with all of you is begin­
ning to run out. I mean , it gets to a point that I say 
I ~ant something and I don ' t want to sit here all day 
long being pulled do'll!l . I can ' t do it any more . I am 
get t ing too tired . I am getting to the point where I 
can ' t take it any more . 

L(R, BLOUGH: O.K. , I present ed it. If ;you don ' t like 
H , Q, J( , I thought it was the same thing only better. 

li .M. J'rt : You started t o get angry. 

A BLOUGH: I ar. not angry with ;you, I--

B.M. JR: But it is this thing of not wanting to do 
it tnia way and always getti ng back - that is something 
which is going to open the door to something else. 

MR. BLOUGH: All you have to do is look at this chart, 
I think. 

MR. PAUL: I haven't been trying to do that. I would 
cons ider myself very remiss in my duty here in this office 
if I didn 't call your attention t o some angles which I 
didn 't think were completely clear in your mind. 

H.UJR: I think t hey are clearer tha& you gi ve ~e 
credi t for . 
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Mfi, PAUL: Tha t may be, but I have to be sure of 
that. 

H, !.!. JR: I t hink they are cl earer than you gi ve me 
credit fo r . 

!.ITt. PAUL: I am ready to admit t hat, but I can't 
sit here silent and let you do somet hing that I don't 
it ink may be wise, orwouldrltopen to you the full vis ion 
or ihe consequences. 

H. 'I, JR: I unders tand all the implications . I 
understand everything tnat you have said, I also under­
stand nhat I think you really want . 

1.1.'!. PAUL: I am not trying to slip anything over on 
you. 

H.U.Jit: No, no, you keep just trying to wear me 
down . 

1lR. PAUL: No, I am not trying to wear you down, 
These are hard tbings; they are hard fo r us, We have been 
Tlearin[; our brains out on them, and in the f i rst place 
we are int erested in your pict ure here - we want you to 
do the right thing, And in the second place, fr an our 
own point of view we don ' t r.ant to be told later that ~e 
didn ' t point these things out, 

H.l!. JR: They have been pointed out. I mean, over 
and over &[;&in - I mean, we have travelled a long way 
sirce fie star ted with the eight billion seven and the 
corporate t ax, and all the rest of this thing. We have 
sone from one end of the pendulum to the other. 

After al l , I got over this hurdle this morning. I 
didn ' t know what they v.oul d say. I don't know whether I 
can get over the hurdle tomorrow afternoon - I mean, I 
can stumbl e on the one tomorrow afternoon , but the f inal 
one is the President. AH I 8Jll saying is that I like this . 
I don 't know whether I can ~et the President t o take it . 
I f he can take it, then I expect oim to do the battling. 
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That takes certain th!ngs yoli- brought out at the house, 
which I don't v:ant to repeat nov:. Then he can do it. 

J'low, poinhng out all the troubles with a!Jything new 
or revolutionary like this - of course t here wil l be 
plenty of people to point out the troub. lea, but at least 
I unt to ge t - if I do it v.1 th my dying breath, I wou l d 
like to run and deliver it in his lap. If be doesn 't 
~ant to accept it , he doesn't have to. 

ti;<, S.UTH: I think that ia the big problem . 

~ PAUL: Never for one moment have we wanted to 
prevett you fro~ doing it. 

H.M.JR: Wel l , you can help me a little bi t . \~;y 
can' t you help me? ~.by can't you both, through your 
sense of duty, point out both the pitfalls and the 
advantages ? 

MU. PAUL: There are certain advantages. The advan­
tages don ' t so much need pointing out because ~·ou see 
them very clearly. I tnink you made a very good state­
men t on that yes terday in your four-point program. 

Of course, I could probably do more - ma~e you feel 
better by omitting di sadvantages . I was pointing out 
~r.at I tl:ou~ht wasn't clear. 

H.U.JR: kight or wrong, and if 1 ~ wrong - I got 
t he f eeling through this constant pointing - if I am wrong 
I u sorry - that you fellows are t r·ying to wear me do~ 
on this thing not to do it. 

!.b. PAIJL: '.lie a re not tryina to wear you do'fiil , We 
know what it is t o be worn down ourselves. 

H.!LJR: I unfor tunately don ' t have the reserve that 
I should have . Now, could I just - the t hi ng which I 
wanted to get - and I have got to atop at t hree o' clock -
wloich I don' t understand - t his is t erribly important -
is this income tax schedule which I have got on ~ lap. 
( Indicatinjl Chart entitled "Individual Income Tax, Effective 
hates for »arried Person without Dependents." ) 
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Mit. BLOUGH : There are several of them there . 

H.1 .JR: Are there? 

!Alt. BLOUGH : The last is the "M-~ ." 

H.M.JR: Is that the eight, seven with all the 
addi ti ons and subtractions? Does t hat go back to the 
e i.;~ht , seven? 

ih. BLOUGH: That is correct. 

H.U. JR: I f I had the original eight , seven, and I 
pointed to twenty- five thousand dollars and this is f i ve 
three point nine, now where ~ould it be , say, when Paul 
snowed us at the very f i rst meeting - he didn't show it, 
but the one he had - where 1\0ul d t hat differ? 

J.l.it. BLOUGH: At twenty-five t housand dollars? 

H.M. JJ(: Practically fifty-four percent . 
difference between now and what it was? 

How much 

Mil. BLOUGH: Not over half of one perce;J t . There 
may be t hat much - just mechanical. 

H.!.!. JR: This is 'llbat I r.ould like t o do and I r.ant 
to know whether you people agree. I have shifted a bit. 
I first said we would go in on the l ow level and raise it. 
I think it would be a bet ter tactical thing t o go in on 
the high l evel and let them whittle us do~n . 

UR. PAD L: Let them whittle us down? 

H.M. JR: Yes. I mean tact ical versus t he people 
r.e are going to see tomorrow af ternoon . 

Mlt. PAUL: For purposes of that conference '? 

H.M.JR: Yes . 

lollt. PAUL: I am inclined t o agree. 
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H.l\. JR: Are you in on that? 

lOR. BLOUGH: Absolutely. 

H.H.JR: Let them whittle us down rather than have 
somebod;,r like Dick Gilbert or Lubin say, "\\ell, you are 
:iew Deal on one hand and •old deal ' on the other. " 

' j.IJ!, St/Rfu.'"Y: You will be turning around too fast . 

H.U.JR: The point I am getting at, on the twenty­
fi ve thousand we are practically where we were when we 
started . 

ss 

:.Ill. BLOUGH: 'i'hat is right. We intended to be 
exactly there. If there is eny di!.ference,it is mechanically. 

H.M.JR: I thi nk from the standpoint of maneuvering 
versus t his crolvd, vre had better s tay where we were . 

J,!]{ , PAUL: V1l1en you said twenty-five thousand did you 
me an twenty-f ive thousand i ncome? 

L!l!. BLaiGH : That is right , tv.enty-five tloousand in-
come. 

H.'l. JR: I mean, if I ~;o be!ow this, then that gives 
them something to--

UR. BLOUGH: In fac t this chart, if it is b!own up, 
shows exactly that . 

H.M.JR: The only support you can give me is to blow 
it up? (Laughter) 

~ BLOUGH: I mean made big . I t shows exactly that 
because the dotted line is our original eight point seven. 

(Mr. White entered the conference. ) 

H.M. JR: Just for fun , without any comment - do you 
mind just t rying this on Harry? He doesn 't know whether 
I like it or don' t l i ke it . Just fo r fUn . 
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MR. BLOUGH: This is a proposal that instead of 
deducting the increased Social &ecurity pay- roll tax 
from the increased income tax and bullding a schedUle 
on what is l eft, sta1•t with your income tax schedule and 
allow the taxpayer a tax cPedit for whatever increase in 
pa;-roll tax the Congress may impose and fo r no other 
pur·pose . 

Mh. \',!liTE: lly first react ion i,s tnat I don't like 
it , but 1 ~ould !ike to think it over. See if I under­
stand it, fi rst. You are ~oing to ~ake them - you are 
~oin& to have an increase 1n tax rates, and you are going 
to say that any increase l.hict. you have to pay you can 
later use as a contribution towards your Social Security 
pa;run ts 'I 

:.u. BWUGH : ·.~henever the Congress passes tile ;:,ocial 
Securit~ increase t hat automatically becomes a tax credit . 

Ml!, v. ,-!ITE: Is it your thought that that wou l d be 
independent of a combining of bo th, or that .;•ou would 
still p1•csent both? 

l!i(. liWUGrl: Yes, you present it as a unified plan, 
but you put the integration in the tax cl'e<li t . 

ldlt • •• :UTE: It is an allernal ive dressed up in 
ano ther dress . 

U!!. BLOUG!l: It is the second a.lternati ve, there i s 
no doubt aboul tnat, but ~e have taken off some of the 
dress . he re is t he part that isn't in the second alter­
native : There is no postwar credit .for any purpose ex­
cept t his . 

l.U,, PAIJL: You oassed the test . 1 t hink he go t 
nin ety or a hundred. · (Lau6hter) 

M:k. \.EITE: 1'he fi rat idea of t he second J.i1e of 
defense ~as clever . I s till think it is a good idea, as 
somet hing th:..t you ma;, have to fall baclc on . 1 think it 
a;<eals to oe. vut I frankly don ' t see io it anytning 
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new bu t another device to bl'in~ forward the second line 
of defense as the first line or defense. ~laybe I am 
w1• ong, but I v.ant to t hink it over. 

::.1• BLOUGH: Could I ask one question of him? 

!! .~! . J R: S'..II' e. 

?JJ .. BLOUGH: 'llould you feel t 11a t as a second line of 
dcfeMe it \.ould be nearer to t ue f i rst one and more 
acceptable t han the one we wer e talking about bef~re? 

lr .• ~!liTE : Toe difference betT1een t hat and t he first 
us t hey ,,o;~ld get a credit in either case, thouJh it 
wiJht be in the fo~ of that. 

1::h. BLOUGH: In this proposal they get no credit 
un less t here i s an increase in ~ocial Security and only 
for lmt pw·pose . In the other one tney ,30t postv.ar 
credit . 

111(, I>I!ITE: I believe, offhand , tha t I like this 
wr inkle a 1i ttle more because I t nink it may put JBOI'e 
pr essure on Con~ress t o nave extended Social .:>ecurity 
since everybody who paid taxes will feel it i sn't going 
to cos t them any more . 

:.11\. BLOU1H: 'That was Altlleyer' s proposal . 

h .!.: . JR: Yo•J had better sticK around oecause you 
weren't here t o ~o after Paul so I had to, and I can't 
d~ i t nearly as nicely as you do. (La~hter) 

~[rt. BLOUGH: Fred did very well . (Laughter) 

1m. SIHTH : I don ' t think it l. s fai r to ask me a 
question at a different t ime than you ask a question of 
i.arry l•hi te. 11e ought to both be he re. We don't know 
v.here t he other one stands. (Lau&hter) 

!!. L Ji\ : \\ell, Harry, t he other thi ng im;:>ortant t hat 
I nave about decided, but you can st ill holler, and I 
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tUnk you are ~oing t o fight me t ooth and nail on this 
one, and that 1s the eight , seven schedule origi nally 
oroposed two or three weeks ago, i n the hi~her brackets -
y;e will stick by t hat . I said I thought we ought to 
" 0 low, but I have changed my mind. I thought I would 
let them whittle me down, 

In other words , it is exactly - the twenty- five- thou­
sand- dollar sa!arj is fifty- four percent, and we v1ill 
!eave it just about the way it is . 

i!., , ";.lilTE : I B..t. not sure t nn t I understand , but I 
can easily sa~· Mat I am in favor of. I am in favor of 
pustln(; up, or aavocat ing increased taxes above the 
!lu•ee thousand as far as we possibly can because , as I 
sa~ , I think that the middle income brac,:ets - those from 
thr•ee to thirty, or \\l,atever it is - can bear and should 
bear mor e . 

H. ll . J1l: 
I l i.ough t it 
didn' t .;o so 

Looking at it from the standpoint of Congress , 
t·.ould be a little more tasty to t hem if we 
hi..;h i n ,the ten - thousand- do1J.ar class , you see . 

Afte r• t olnY.ing it ever, I .,,ould muclt rather have 
Gilbert or Lubin tell me I a;n too hit:h then too l ov;. In 
otherrords, we till s tic~ wher•e we were tnree r1eeks ago . 

~lli. PAiiL : Except at the 1ov.e1·- -

~!R. BLOUGH: It a:nounts to practi ce.!ly nothing above 
ten thousand. 

LIA. 1.\HI'l'E: Above ten t housand lt is not a question 
of the record; it i s wholly a~estlon of the psychologi­
cnl attitude and the ease with 11hich we below ten are 
will ing to pay if ~e know the othe r fellow - it is like 
all these fellows in a factory . The re may be twenty-
fi ve tnousand in a f actot•y, and the fac t t hat o~e boss 
may get a hi ~b i ncome and doesn ' t pay a hi6her 1ncome tax 
irrHates th:m ul, even thout;h the amount of revenue in­
volved is insignificant . You arc dealins ~ith psychologi ­
cal--
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H .~;. JR: l•e are all ae reed . l.ould you {!Hough) 
suO?/ th.is to Mr . Gas ton and also .>uili van and Haas ? 

l;o,·., couldn ' t I meet with you people tomorrow, say, 
a aln ut eleven- thirty'! Are you busy at that time? 

.1J,, PAiJL: :-to, the only thing I have to do is call 
up Senator .. agner. I have been in touch with his secre­
tary, I .nay have to go t o Nevi York to see him. I think 
I coul d ,_,o afte r this meeti ng. 

!i.:.: . JR: Let ' s say a tax lleeting at eleven- thirty 
lo::~orro'll, but before t nat see t hese other people and ,.,e 
v.Ul na\ e one more restce . 

,{J,, I'AUL: I think it i s very i mportant to see 
\\a.;ne r . 
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HMJr: 

Opera to r: 

HMJr: 

F'r ed 
Vinson : 

HMJr: 

V: 

l!MJr: 

~ : 

nl!Jr: 

V: 

lll'.Jr: 

V: 

HMJr : 

V: 

l!MJr: 

V: 

HIIJr: 

V: 

HMJr: 

V: 

HMJr: 

Hello . Hello. 

Go anead. 

Hello . 

Yes. 

Henry Morgenthau. 

Yes. 

Is thls Pred Vinson? 

lea. 

September 1, 1943 
2:39 p.lll. 

Look, I suppose you've gotten a notice tha t there's 
Cabinet tomorrow af ternoon. Hello? 

lea. 

'~ell, 1 have, too. And th8 t k1nd o f ties me all 
up because I have that 4:00 o' olock mee t ing on 
taxes in the afternoon .•.. 

Yes. 

. . .. which I hope you are going to come to, sol 
wondered if I could beg ott tomorrow morning trom 
your meeting. 

'tell , yes, ~na~• a perteo ~ly all r lgnt, Mr. Secretar:r. 

Is that all right? 

Yes, it's all right. 

No v, Bell isn' t nere ei tne r , ao I thought I'd Just 
call you up. 

I see. 

He's gone, taking a week ' s holiday . 

'iell , that's- he ough t to have t vo weeks. 

Yea, I agree vitn you. 
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v: 
HMJr: 

v: 
nl'!Jr: 

v: 

- 2-

All right . 

I Just wanted to explaln lt- vhy ••.• 

That's all r1gnt. 

.. .. and l hope I ' ll aee you at 4: 00. 

Good bye. 

• 
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Opera tor: 

HMJr: 

Cthe r 
Opera to r: 

:!MJr: 

Edv1n M. 
'ia t aon: 

HMJr: 

ll: 

HMJr: 

'1: 

HMJr: 

'ii: 

Hl!Jr: 

~MJr: 

W: 

f!lo!Jr: 

W: 

HMJr: 

'o: 

!ll!Jr: 

Go ahead. 

Hello. 

Mr. Secretary. 

Yea; hello. 

Hello, t here, Mr. Secretary. 

Who 1s this? 

1n1a 1s Pa Wa t son. 

September l, 1943 
4:}7 p.m. 

How are you comlng on? 

My God , i t 's a voice f rom the pas t . I t 's been so 
l ong since I've heard you. 

(Laughs) 'iell , l ook here, the President wants you 
and Mr. Paul. . . • 

Yeah. 

•..• t o oome over her e Tueaday- he aa1d Monday or 
Juesday, bu t I 'd put 1 t Tuesday- 'cause Churchill 
won' t go 'till Tuesday mor ni ng. 

Well , I'll be in Detroi t Monday anyway. 

All rlght. Wi l l Tuesday be okay t or you? 

Wonderful. Wha t t i me? 

Well .... 

Give us the firs t appoi ntment . 

All right. Give you the firs t appoi ntment. 

About 11:00 o'clock. Is tha t .... 

I think that will be tine. 

What? 
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W: 

HNJr: 

II': 

HHJr: 

W: 

HHJr: 

lt : 

HMJr: 

I!MJr: 

'li : 

!ll!Jr: 

H~Jr: 

i/: 

nl!Jr: 

'II: 

HMJr: 

'If : 

HMJr: 
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11:00 o 'olook. 

About hal! an hourt 

Yea, air, I'd say, at leaet. 

Tha t would be very nioe. 

All right . 

Good. 

Say, l ook here. 

Yeah. 

When are you goi ng to Charlo ttesville? 

Oh, I think 1t' a on the 12th - I think. 

Yea. Well, look here , Frances- r don't know 
whether I'll be ther e or not but aha will and 
she said, "Why don ' t you come over a nd spend the 
night wi th ua?• Occupy the President 's litt le 
cottage. 

Be wonderful. 

Well , now, you do t hat . 

'Wonderful. 

And that '11 be on a SUnday , and •... 

I t'a our broadcast that Sunday night, but I'd be 
there the ni ght bef or e. 

11'111 you come Sa tu rday, a nd atay Saturday and 
Sunday both? And how about Mre. Morgenthau? 

I don't think she'd be well enough. 

Well, lt's s double cottage and .... 

Yeah • 

.. .• there's t wo great big bede. 
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HMJr: 

HMJr: 

HHJr: 

~: 

HHJr: 

W: 

HMJr: 

W: 

11MJr: 

W: 

riMJr: 

W: 

nMJr: 

W: 

HMJr: 

'" : 

HMJr: 
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I don • t think tna t ane 'll be vall enou.gh. 

Well, we' l l put you in there and coun t you - on your 
being there saturday and Sunday ... . 

Well .... 

..•. and you can go about your buaineaa- do a nything 
you please but jus t have that your headquarters. 

"l'ha t wi ll be vondertul. 

All right , air. 

Ah - I'll be broadcasting Lne ni gh t or tne 12t h -
1 th ink it's 7:00 o 'clock- aoaetning l•~e t net .... 

tea . 

.•.. ou t I'd have to go over there Seturday. 

Lea . Fine. lou come on over then and spend your 
time wi th us there ... . 

Xeah • 

• . . . and we'll reserve the oonage to r you ... . 

hah. 

.... and even I'll have a julep r eady ror you . ... 

Oh •• •• 

...• atter you get tnrough. 

fnat v111 be vondertul. 

And you aee Monticello ia right up the hill from 
there. 

Xeah. 

Well, that 's f ine. I'm awfully glad to- snd I'm 
sorry we can't get her. 

Well, I'll speak t o he r but I don ' t th1'\k that 
ahe'a going to be able to make 1t. 
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HMJr: 

HMJr: 

II: 

Hl!Jr: 

·1 : 

F.MJr: 

'1: 

- ~-

All right. Well , you tell her that Frances wanted 
her. 

I'll t ell her. 

And that's- when we heard the other da~ and Franoee 
told me t o contact you rlght away. 

Wonderful. 

All rlght , alr. 

And then, 11 :00 o ' clock .... 

11:00 o' clock Tuesday, the 7th. 

thank you. 

Oood. Thank you. 
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;leet1n;: 1n the Secretary' • Oftice 
Septecber 1, 1943 

Present : Secretary l.orjlellthau 
![r . !.:cCloy 
General killdring 
l~r. White 

'!11e .follovd.ns is the 6ist of the conversotion. I think the meeting 
y·as called at LcCloy ' s r equest • 

• r . cCloy said that he had wanted to deaib)'.ata Lr . .. olfe ( ?) to 
represent. the Anlr:f on fiscal affairs in Lonaon . l!e said that !.r. \.olfe 
was a vory able fellow and he thout)lt that. he would do an excellent job 
in London !or the J.nq. l:cCloy added that he was W\O.er the impression 
th .. t the Secretary bad approved of that selection. The Secretary 
,..,plleJ that that was not his understand1n1., that he r=m:bored that 
cvloy aokeo. ltl.ta whet he T.ilougllt about the 1181\ and be had said be was 

all rl.ht. The Secretary said he tbauel>t l cCLoy naked h1a a ceneral 
,.uusUon and be (the Secretary) had no idea that l.:cCloy was thinking 
of thxt 11:8.~ ns a candidate for the top !iecal job 1n London . II he bad 
toi<l the Secretary t hat that is whet he had in lllind the Secretary 
ueCinltely >tOuld not have approved the selection. 

1 cCloy replied that he tbaueht tho Socrotury had approved him, and 
did tho Secretary have any objection to hie being named for that job. " 
:be :ecretury a aid he detini tely did not. approve the oclection of this 
11nn . . r . , cCl oy said toot be had practicnlly tnado a conrnitoent and did 
Hot la10'1: how ho v1ao going to get out of it and did the Secretary want Q> 
reconsider his opinion in the li!;bt of that lind approve of the selection. 
··h• Secretory said no , lle was sorry but he did not feel that that o:an was 
the proper man for that kind or a job. '11\e Secretory said that if the 
""'"1 1ranted to worl< 1fi th the Treasury on tiacal and monetar.r probleC>S 
""'" U10 Treaaury ougllt to have so:oe say in a eelection of the e.an for 
so io:port.ant a job 1n the fiscal and 1110nota,.,. tield . _r . LcCloy asked 
•..aes th:>t cean the Ar:q r.1ust pick a 111111\ troa those """"'" euagested b)' 
the 'i'reaaury" and the Secretary •oh, no, it dian't utter who thougilt 
o! the man tint. '!'be man agreed upcn out)lt to be satisfactory to both 
dcs:artment.e . " ur . ..!cCloy replied that t hat SOWlded all right to him, 
but he had o."One pretty far with l!r . \,o.Lte and he wanted to think it over 
ana see t~lu;t could be done. He assured tho Secretary, however, that tho)• 
woul d not appoint a man to whom the Secretary objected and the Secretary 
said that 1a ell we eek . 

H. D. \/bite 
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SEP I 

10 Uft.S!MIIf u'RU, I!OCI UC'' .. n... 

DUUII AJID IIODIS 111 UCUIItlllo 

tM •pen oonl .. o ot - 1a yo\11' llueo ot bulaooo, 
'Oblob p......S oo n1•1>1o \0 U. !N&10117 o.,.,._t 1a u.. 
lo~ 1.114 tat 1l&r 1.ou -f*ipa, aro- 1a- apia. 
J.o J ....... tl¥ _ _... 1a \lie ....... ..... .... ar l.ou llr1w 

1o to •I*' • Jo~r t, .,.. 1\1 ol>jenlft w111 l>o '1M 

oolo \o b1110ro, o\llor thaD •-rolal b<ull<o, ot Doolto4 "''" 
Oon..-\ oeo~&rltloo 1a '1M _, ot 16 bUll• .Sollaro. 

J oa well • ..,.. t.llat Ill prnl oi&O .Srh•• aea tr• yow 

1943 

ottlooo 110t O!llT pl-,yetl a • Jor pan I ll U. ....... M oo1lol4-
~- ot lorp O!>l>oorlptlooo, b llt aloo, oopocl&lly 1a ...,. 
lor&tr ol\loo, l>ro\l&llt oaporl- .,.. oltlll to t» orpalooU• 

1.114 trolllla& ot llol•-r .. rlooro. 

~ of yov oro alroaq -,u .. o 1a .UI.JI« proporotlou tor 
tho lrd liar LoaD. To\11' oonlooo aro dooply opproolato4 ... 
will t h lo M11tb l>o 1001'1 -.1.-lllo thaa .,..,. l>otoro, booouoo 1a 
t.hlo drlft, ..,..,..l o 1o \0 l>o pu.M oo o&loo ot '-"' \1 tM 

l&r&oot pooolblo ..-r ot la.Shld.-1 bo9oro. IIll o w111 ,....U... 

a \lloro"Ch ........ ot lof'IO ... - u b-.on ot all k!Mo - .. 
tbaD -rolal 'b&DU . 

llere 1a laohla&\on, J MYO aoltM llr. -..I a. 1!11111, oa 

.Uolotoot \1 tM ... .....,., 1lbo bu - 1001& .,.,...lenoo 1a 
nrl- ,....., ot '1M l>o•lrt'IC ... line•-• MAti'IC -laooa, 
to aid 11r. ted a. o-lllo, laU-1 Dlroo\Or ot \lie 1l&r n..DM 
Coooolt-, 1a o•ppor\la& tbo .aloa worlt ot baDlto ... bealtaro, 
ooovl\loo - 1ero, okolt ... .-,. ru.o, ooTla&o ..,. 1-
oo-la\1_., ............ 1'-lal laotl\11\1 ... 1a tbo .... ar 
IAu llr1 ... 

To11r IU\o ... ~~ lar tlaolloo c-1\-o will ooll • 
)'IU to funUM u _... dioVIMtla& \1101\ U Y• -, ... 1 
l>oopoolt tor - .,_ ooo\-ry _loa...,.... ,..,,..... 
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TO !ll.ll wu or 111! OllftD a fA!IIo 

proa U.. be'lnnh>' ot t.M ~t- mer-. 7wr ottlMH 
aa4 •p1oyMo bavo p~e4 a -111ft N1o 1a U.. tiMMiJIC ot 
1M _,., thro""' ooope,...U• wi\11 \ba .., ~~ .. c-1"-e, 
yo•.- la~dotPip baa bee lD•Ito,....bla . t oll haft liMa •• 
•1a 0\IPport 1a 1ooooias beolda . y.,. baft, I -, "- h'Mly 
ot 10111 \1ae aa4 ,.. .. ,.,..,.. wit.M~\ tlao"Cht ot ~•pee•U• 
loey...S tho tatlor.ot10D that - · Croa Mrft"' 'JOWf oo•\r7• 

Dw"'& \ba 3r<l liar '-'> Drl .. , wbloll opoaa .. ,, r hr t, 
wo oball pro'*bly laft \0 lao.,. 1a \be M 1£lobot'MM ot .tU''T 
a1111oa bol>d1 to 1Jldh1du&1o . A larc• JOU' ot t hl o lllmlea 
will tall upoe tho baulo:o. I aa oODI'Idont t bat you will .,. 
\ lllo jab u ;you bno -zv o thoro w1tb ott1o1o11oy aa4 dhpo\Oh. 

lor• at S...d.11,.n.ro I bavo ukod l!r. ldwar<l o. Ball, 
aa • ulo\aat to tlla .Joorotary who hao had • 111 pare ot 
oaporlenoo Ia .-r1aua pbaooo ot tbe baak1ft4 buolaooo, to 
.. .,., .... 1114 a. ll&Qblo, lat l-1 Dlroo\Or ot ........ n...... 
c-1\too, "' .. pport1as tbo nl ....... t or ballko aa4 bao>ton, 
-w1Uoo doalero, otoot u cb&Dp .tinoo, oom.ap ODd 1 .... 
u•olatloao, - o- ti..Daaolal IM\1\10Uono dllrl.llc tbo 
lr<l ..... Lou lll'i .... 

After \ba dllft 1e • ...,., - bwaaw;r Dotpe..-... w1U -.to 
aa lttoor1a& loe •- r•1•l -..tor tbelr- 1.11.,.._,. 

r- ••• aa lao&l 'llt.r ~ --· _, or­oUt• 1- llaew11y • -.... tor •port uoll- ..,. .. N 
---'• I beopeet .tor - .,. ... _ _,. ,..1_"*' ,...,_.., 
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TO AU. Niiii!PAPER PUBLlSHli:RSI 

On \be an of the '!'hlft War Loan, I waa t 
to 111J)r .. e upon J OU bow he&YllJ •• are 4apendlft« 
UJ)OII \be IMW.-peJ>el'&, &114 VJ)OII ~ 'blle1M&H& wbo 
epo11eor naw~per a4nrtiee•nCe, w O&I'I'J 0111' 
ur gent •nap w \he AMI'loaa people, 

Ill \he paet, \heM 111411&\17 eponeoi'M 
adnrue-h ban p rowe4 the baoltllona of Olll' 
pro.,Uollal O&IIP&1F• I aa eure \heJ will pron 
no leee 1ft the oo•lng '!'hll'd War Loan Dr1n. 

I hope :rou 'rlU paee th \e 1ntor M tlon along 
to tboH 'bllelllaeeee an4 1n&letr1ee 111 J OUI' oo• 
811111\J wtlo oan and will help eponeor thle rt tal 
looal nnepaper adni'Uellla. 

l'e all know that ra1e1ng tltteen b1111on 
dollare - no leee t ha nn b1ll1011 of U tl'o• 
1n41Y14ualo - h I!Pl.ng to be a tn•n4oue t&* · 
l'e •ut take tllll a4wantage of e•ei'J aYallable 
&CIIU"M of euppo~. 

1111oore 1J, 

Seore\ai'J of \he Treaeui'J. 

P'S:gr 

8~ 

• ' . 
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S~pte~brr l , 19~3 

"'hn Rcnrf't Ary. 

On n•f?~ :>1, tod~tV 1 8 llev Vorl< 'i'r1bllne , t here ill 8 &tory ot 

• "r' t< al' •n t1-•1 rorart battery 't'1&1 tt "" t he !Jni ted Btate e. A.r e 

!"' to '>el ' ua on w .. r Bonde' And i f not , why not1 Please 

•· ·1011 th~ Ann>f!•r 1n vri t1ng todJo.y , Thank you. 

.• 
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85 
TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATION 

D ATE ~J' 1, 1943 

TOI llro 0.-ble 

Tile Brttioh rirn C011pollit.e ADti-&irorafi Batte.,., .,...,.,,.dot 346 ott1oere 
and 10e11 now :ID thio countrJ to belp treill Allo1'1c1111 Ant.1-e1reratt 'l'rocpo, w11l 
bo ot. the to110111111 o..po ttl.rina the 'lbi.rd 'lar Lo11111 

s.~r7 
17 
:n 

ca.,~, ..... 
l'crt. Le-rth, r.aa.. .. 
C..p BUD, c.litol'llia 

Tb01 will ....aiD at each CIIIJ) -Nl. <!q8, (TiM DOt ;ret detonoi.a.d) • 

.. are oont.ao~ tho public Nlat.iou otncer unp>ad to tho crouP tocla7 
and aball wort out arreaa->t.e to baYe the bat.t.erJ, or eectiou ot it, teatarod 
('llllt,....r poolliblo lllld actrioable) 1n t.be al....q ~ '!bird War Loan actiwitT 

ot the lccal1t1oa ~ the ca.pe at C>1ch til.- troopo '10111 ba ototio,.d. 

It io planned that tbeoe .... 11111 .-in 1n the oount17 1111t1l tho end ot 
HOYaber, and t1111 w11l Wldoub~ ba aYailablo tor regular Bond Nllioo tor 

•- ti.me attar tho '!bird 'lar Loan 1e o\'8r, 

• 

r 

• . -
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86 
TREASURY DEPARTMENT 

I~R Ol'l'ICE COMMUNICATION 

DATK8epte~er 1, 

seoreter.r Vorgentbau 

rre d 81111 th 

'l'b.e OWI hae not Jet ueed Jour Balt1110re 8peeoh on a 

al»rt wan. 'l'beJ haTe •de a reoord1ns of exoerpte of 1t, 

end re port that theJ are 1 wa1t1ng for a 8J)Ot.• .&pparentlJ 

tbe1r echedulee are Ter,. tull at tbia wr1t1ng. 

Exoerpte were also -.de of the apeaoh and d18tr1buted 

w1del1 to looal radio station• through on. 

Regraded Unclassified



l!r. '"d 11111 tb. 

!be Seore,•rr• 

Plea .. alk o.w.t. wba' uee they .. de of •Y epeeoh, tt any, 

on OftrltU bfta~aete. t'd llke to haft a written ... ln reply. 
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M U T U A L B R 0 A D C A S T I N G S Y S T E M f7nc. 

,.ai.STL'f'AUA t •t tOO 

Honorable Beary Mor$&Dtbav, Jr. 
Secretary ot tbe Treaoury 
llaobiJocton, o: C. 

Dear Sir. 

!lay 1 tall:e tbh opportlmi ty to t b&nk you in "-bolt ot 
t ba lllltual Broadoaotil>& Syotaa tor yoW' appearance on 
tho bro&4oaot on llodnoodoy, J.u&~~ot 26th , troa v,l6 · 9•SO 
PM!WT, tram tho 4Srd Annual Soooion ot tho J ational Ro&r ooo 
Bua1n••• Le&&ue . 

YoW' part i cipation on tbh provaa Mdo i t a oot noteworthy 
and wo ..... t to ... 111'. you tbat t ho t a oilit1 .. ot tba Jlllt\aal 
lotwork are al..,.:r• open to you. 

ib 

• 

Corcl.1a ll:r your• , 

J_~ 
Dlr•otor ot Special Foatur•• 
and &porta 

Regraded Unclassified



The Secretary 

FNOih llr. Sullivan 

llr. Niles report& that he 11 not a cquainted with 

the llr. Cohen who wired h1a resarclin8 Doherty's political 

actirtty. I reco-nd that no fo~l 1m'eet1gat1on be -.de. 

I will try to inquire about thi• 1nd1 reo tly. 

.... 
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-
.. ..a,tT&I~n -DotJEKn-IAR IAYIIQI AIIIIIISTlATOR MASIACHUIETTI II'J -4 - -.:.. · -- ~ .,_ -
ET~T ACT I VEL T lOll IIQ FOR THE COCA COl:A MAll• -- ·- - ~_..--- -... - - .. -

A ctHEIIw 

Til OOMPA.fii'T Wll,l,. ......,._.,ftl Ill' ....... noM rrt PATIOIC'I OOKesumN .,.. ~ 

' ----------------' 
I 
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SfP 1- 1943 

liT 41&1' X..J'I 

I --~· reee1Ytl ,.~ l•'''r ot AM&ua' 2?, 19~) 
eaolod-c a U•' et Ue !r ... ~ pereoaul 1a \1111 
Pll111pp1Me u4 4epreea'ia& U e aliM&M or .., eult. 
pnM-1 troa U. Uet or \lloae to 'M repa\rhtot 1a 
\1111 torUooala& aull&llp. 

U J'l\1 aq, •• et ~ ~···~ people a\ Meet h 
lane ao tu 'Mea laolwlet bJ' U. lapaa .. a aa\Julr1U .. 
tor repa,rlaUoa la U. peMa' ex.._• operaUoa. 
Deap1\a all or ua De~•''• paa' aa4 ooa,1a•• .. 
ettone, \lt.e lap ... MJner-a\ lt.u rttua4 eato&or1oallJ' 
\o •ar•• \o tba c••• relaue tor repatr1a,1oa purp•••• 
ot •AI' AMrhau oap,vel oa Va1\H 8\a, .. eo1l attar 
Deoeabu 7, 1941. lepaa 1a41eahl tlt.e\ U wai&U pel'ti\ 
a -11 II&Uar w lte repatr1e \H hoa Ue 1'111Upp1Me 
"' roNnel '' 1\Mlt ...._ elt.eha at u. 1111h14ule •• 
\o 'lie 1aal•at 1a \lt.e 11•'· fta U•' or Uoea toata\1nl.T 
-• tor npeulaUoa troa Mntb lt.e.e ""•'11 'Mea 
el\a..C ... .._, IIIJ' u. ,.,... .. e~&tllllrl\ha a.D4 \lllln 
MJ 'lie tlan.MI' nde1ou litton \lt.a n oballp tiMllJ 
\uu plaoa. 

Al~ U. Depar\Ma\ 1e coa•1M'IIil 1\a attor\e 
\o olltala \lt.e acr••••' or U. lapeMM \e \lt.e &aMI'al 

r•l•••• 

!be .. aon'llla 
..... , .... , .. --. •• n., 

'1'1111 :Men MIT or \1111 treu lll'J. 
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rel e&H ot ••rioan oh'1ll11N 4eta111114 1Ja .ra~­
contrelle4 areaa ot ,_rican eovereipt7,_ incl\ldia& the 
Philippin .. , it ia not ant1oipate4 tbat there will be 
allT aajor chan&• in the repatriation 1tatua ot lllllricana 
10 detained \11\til atter ~ pre11nt •Mhana• operation 
11 oomplete4• 

All ot U8 in tbe Dlp&rtlllllt are l1Mnl7 aware ot tbl 
di1treu1ng a1 tuation ot lllllrioanl at pre1ent 1n .lapeneH 
handl and JOU -7 be ae1urld that evel'ftbina pouible il 
being done to bring about their ret urn to tb11 ooWltl'J 
at the earllut t eu1ble opportun1t7• 

81noerelJ JOUl'l 0 
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93 ,;! 
TREASURY DEPARTMENT 

INTER OFFICE COM MUNICATION 

DAn September 1, 1943 

•o Secretary Morgenthau 

..,010 :.1r. Ylhi te W y 
Recent developments of Troaa\117 intere st 1n French 
African program. 

vised that the present rate of 50 franca to the dollar and 200 
Cranes to the pound so appreciates the Crane a a to make it 1m­
possible !'or French Atrica to sell ita exportable commodities 
on the world market. The Allied Governments cannot purchase 
strategic materials in French Atrica at an7thing near prices 
offered by the Allied Governments 1n other areas because these 
prices in dollars or pounds when converted in to francs at the 
present rate of exchange do not provide adequate francs for the 
North Atrioan producers and shippers to cover their coste. 

s era on. epresenta ves o t e r s eatury 
have advised Treasur.,. that, during the discussions of the pro­
posed financial agreement between the Bri t1sh and the French 
C()I!DIIl,ttee for National Li beration , the French Representative, 
M. Couve de 'lurv1lle, expressed the hope that the 200 francs to 
the pound and 50 francs to the dollar rate of exchange would be 
adopted tor Metropol i tan France after i ts liberation. 

Couve de Kurville advised the British that be would recom­
~end to the French Committee for National Liberation the adop­
t ion of a un.iform exchande rate of 200 franca to the pound for 
all French territories with the exception of Syria . The Brit­
ish and the French have ten t a t ively agreed that Syria should 
be a part of the frano bloc but that the present rate for the 
Syrian pound should remain unchanged: The Syrian pound erose 
rate would thus remain at 43. 8o franca to the dollar . Treasury 
has requested the British representatives 1n Washington to sub­
mit reasons for the rotan tion of the old rate 1n Syria. 
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Division of Monetary 

Reeearcb 

;. The Bank of Prance and the French Government posseu 
~66 million in gold in French Africa. Tllia was reported to 

.o Treasury representatives In llgiers by M. Oouve de llurville . 
one-half of this amount 18 said to be in Weat Africa and the 
other half in North Africa. The Treasury representative at 
Dakar previously advieed that according to French official a in 
r.eat Africa, there was originally $1 , 125 million in gold held 
for the Bank of France in West Africa alone with unkno'I!D quan­
t i ties wi thdra'IID from the area prior to the Allied landings in 
November 1942· 

4. After discussions wi th Treasury representatives in 
Algiers, the French authorities have agreed to arrange for a 
rovisional moratorium In 

TUnis a ar1s1n rom force eviea 
impose y the enel!!l. Later a program o 
the claLila will be worked out. At the request of Treasury and 
State, the Treasury representatives informed the French African 
authorities that this Government considered the redemption of 
these mortgagee and the payment of interest thereon to fall 
within the purpose of the United Nations declaration not to 
recognize property transfers made under Axis duress. 

The existence of these discriminatory burdens upon the 
Jewish Co=uni ty and the failure of the French to take remed.ial 
action ... as dlseloeed by Treasury representative• in their in­
•estigation of enemy occupation methods in Tunieia. 

5· The i rogram of war damage com~ensation sugges ted by 
the Treasure reaentl bein studio b the French. Tbla 
program was suggeste ter roaaury represen a ves reported 
that the French had taken almost no measurea to alleviate the 
burden of war property losses sustained in Tunisia during enemy 
occupation. Treaaury representatives are participating in 
working out the details tor administering and financing a plan 
which will leaeen the burden on 1ndividuale on whoa war property 
leases fall ei thor by chance or by design of the enemy • 

asaiatanoe from tho United States and 
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- ~ - Division or Monetary 
Research 

Tbe French Atrican Treasury succeeded 1n floating a net 

13. 5 billion franca of loane during the first five months of 

19~ 3. 'Ibis was approxima tely the amount which i t was expected 

to borrow tor the entire year of 194~. 8 .~ billion franca of 
the u:ount was 1n ahort-term Treasury billa and 5.2 billion 

franc s in ~-year Treasury war bonda . 

to stimulate the French 
e co a ora on a e ementa 

ts . s ia evl-
~~~~~~~~~~~o=7~=:~T:~~~~ng~~c~o~~a~orationists, by 

the eatabliahment ot the Commission ot Deputation to discover 

and bring retribution to persons who have actively collaborated 

w1 th the ene~, by the reorganization of the French Economic 

\'larta.re Adlninistration on what appears to be an effective baais, 

and by the increasing number ot undesirable firms bo1ng brought 

under control. 

Although the French African authorities have still a long 

way to go betor a a satisfactory economic warrare program ia 

attained, the Treasury representatives in French Africa are of 

the opinion that the new French Committee for National Li bera­
t i on can be convinced of the value or effective economic wa.r ­

tare measures. Tbey feel that the new administration will be 

importantly influenced in this regard by French elements who are 

eager tor an all -out war ettort. 

Treasury representatives are disturbed lest in its actual 
administration the program will bear only a modified resemblance 

to that suggested to the French. Certain of the French author­

i t ies are et111 unwilling to adopt an automatic levy against the 

blocked deposits and currency and , if the French Commi ttee 
approves the program, i t must be then cleared with the Tunisian 

Administration. The provi ncial interests of the Tunisian 

Administration will also be relied upon to adminieter the prooram. 

The Treasury representatives do not feel , however, that thia 

Oovernmen t should 1.n tervene further . 

•• . l 
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Divi a1 on of Ilona tary 

Reeearoh 

'!be proposal or the French Finance Officials, which if 
adopted would be satisfactory, is to apply a general tax to 
all profits earned during the enemy occupation no matter in what 
form they may be held, Bach person earning a profit in excess 

ot a certain m1nimwl1 1a to file a deolarat1on . It no declara­
tion i s f iled or H the declaration seta forth a profit leaa 

thin the increase in currency and bank deposits during thie 
peri od, the tax will be levi ed automatically againet the bank 
deposits and currency holdings which have remained blocked pend­
in& the initiation Of thia program, The person taxed IIUat 
aaawne the burden or proof to secure exemption from this pro­

cedure. 

This general levy 1a to be supplemented by measures to 
discover and penalize persona who ac tively collaborated with 
the enemy. 

9. The Treasury ri_Sreeentatives in Tunisia, Dakar, and 
Cuablanca are being w1 ~drawn to ~era as soon as their 
duties permit. Except ?or the min neceaaary to carry out 
tbe Treasury responsibilities in French Africa, i t is planned 
to assign the personnel now in the French Afri can territories 
to other occupation areas as the services or Treasury repr esen­
tatives are needed . 

There are now lO Treasury personnel in French Atrica--4 
from the Division of Monetary Research, 2 from the Legal Divi­
sion or General Counsel's Office and 4 from Foreign Funds Con­
trol. Three additional personnel--one economist from the Div­
ision or Monetary Research, one Foreign Funds Control expert 
and one lawyer from the Legal Division are preparing to leave 
for French Africa. It is planned that this group together with 
lir , Glasser and Kr. Hoffman will proceed to Sicily or Italy aa 

soon as their services are requested, 

Pvt. 0 , T. Kerekes formerly with Foreign Funds Control 
baa arrived in Algiers for assignment to the Finance and Con­
trol Divieion or the North African Economic Board. 

10. The official U, S, dollar funds available to the 
French North Atrioan authorities h&Ye continued to accumulate . 

As or JUly 31 I 1943 I $94 ililliion ... held in the names or the 
State Banke of Algeria, Morocco, and West Africa. 
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Division of Konet&rJ 

Research 

Tbis t1gure is ml.alead1ng 1n that United Statu A:nq 

Finance Officers hold dollar credits with these State Banks 

and , also, i .n that the French African authorities a re in-

debted to Lend Lease tor goods already shipped to French Africa. 

Arrangements are now being made be tween the French 

African authorities and Lend Lease tor a payment or approximately 

~~2 llll.llion which will cover the balance due on Lend Lease 

shipments to French Africa through June ~0, 194~ . 

A siml.lar reciprocal aid program is being worked out 

bet..-een the Prench Committee and the British Government. 

12 . British Troasurz repr esentatives have submitted to 

the Troaeury the tex t of a proposed ririanelal agreement between 

the BritiSh Government and Uie~renCh cOillilttee ?or Rational 

Li beration, It is proposed to handle payments between the 

Sterling Area and the terri tori eo under the control or the 

French Collllllittee through special exchange accounts in the Bank 

of England and a central Agency or the French territoriea. 
These institutions are to be the sole hol ders of sterling and 

t rance , The respective exchange controls are to so operate as 

to prevent exports or capital from one area to the other un­

less such exports aerve a direct and immediate econollll.c pur­

pose, In the proposed agreement it i s provided that periodic 

consul tation will be held to arr ange where possible that 

sterling held by the Central Agency or the Prench Comllll.ttee 

and francs held by the Bank or England can be used tor finan­

cial payments in third countries. 
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Division of Monetary 

Research 

This proposed agreement will replace the present finan­
cial a(!reement between the British and the Free French aa 
the Free French territories are now under the control ot the 
French Comnittee tor National Li beration. 

• n orce. 
o Tone r can asae s in t e ni e tates are to rema 

blocked or vested under the regulations of Foreign Funds Control 
and the Alien Property Custodian, The Treasury will continue 
to monitor remittances to and from French Afri ca from and to 
tho United States under the present licensing procedure aet up 
by Foreign Funds Control . 

The British have indica ted that they are depending on 
the British and Frenoh African exchange controls operating 
under the proposed Anglo- French Financial Agreement now being 
worked out to prevent any capital movements between French 
Africa and the Sterling Area that do no t serve a definite and 
desirable economic purpose . Arrangements whereby' persone and 
f irme 1n Frenoh Africa will be permitted to d i spoee of their 
assets now blocked or vested in the Sterling Area are to be 
Clade later. 

The British action included the lifting of the prohibition 
on commercial correspondence between the Sterling Area and 
Prenoh Africa. Thie Government had requested the British to 
continue their censorship restric t ions, pointing out that aa 
private trade for the time being must remain on a governalent-to­
government basis confusion would result if private commercial 
correspondence ware permitted. The British advised that this 
was not possible under the powera granted their Censorship 
authori ties . It was therefore necessary for the United States 
to lift its ban on private trade meseages simUltaneously with 
the British to prevent an advantage accruing to British im­

porters and exporters aa against those or the United States . 
Thla Joint action waa taken on July 16, 194}. 
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........ ,., 
1 _....,.. _,. ..... .,.. JnW., ...... 

U4J &til NJWrr I \e tile AUi-' IIU1Mf1 OW: 0• 
--1 ..... lw •• , \e,.. ia ... loft-.,---' 
34 tliiF ,.._ 'r1 1 et .... l'70 I p 7WW .... 
JIM tliiF b e' el .... rl .. tile U. Jllll ...... 

.,.,~---......- .. 
S..w&l.l .... ,_ .. ..., .,.....,.1'7 ... 

- ....... .,... .. ,..... ... .-u.e ~., .. 
--· lw .. UJ I Net tOd8 -· y .. i.tJ .,.. .. 
'111.\11 5 OJ' Me W 1tJ ... , eeM W tliiF aeUSa 

~ 

Ill .......... 2 , •• .....v.,.. ..... ., flu¥ V' 

_. ... "--lW t•e•UU• ......... ~ 
~ ..... ,_...,_te..Ua• _.I JI?IIIU'-
p' ,.__ .......... _., ..... ._ .. 
ra ; r a q r· .. _..a ,,., • t r ,. -. 

... w "-

(.....,B. Ik::awiiii•, Jr 

,.,...,. ., ... !1: 11 .,. 

7 h ....... e 9 • ....... _ ..... 
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SEP 1 1943 

., d.- Ill'. DUDII!J• 

I - 7WZ le\W ot 1 ..... \ 24. 1943, ->.oet.ac 
an l.zlqu1z7 h<a llr. J . c. DIIJ of 1111-., <lch t , wi\ll 
re!.,..nce \o b "im'Mi"" _,. ~.,._ llrr b 
IDled llll1'-7 t•- 1A Sleil7• 

I • eceloet.Dc coplea ot ~oiat 8\e-• rel_... 
b)' tbe 'b'euarJ 8114 I U' De ........ \o b ,_ • 
Aupt 2, 1943, ...S on All&"''\ 17, 1943• tbeM a\e-
- · wUJ.lliftleb lef_\1 ... ·--· ... b Dltaft ancl chu'aowr ot iba •y.u.,. SMl" cloUU' uc1 \be IDW 
111l1iar7 Lira c~,.. 

10111' ta-..\ 1A \llle a\- 1e &JIIIftCiiiW 1114 I 
bDpe iba .-1..- •• ....,._ aa\letao\01'1l.J - 70011 

~· 

~ ........... Jr. 

Secre~ ot b ~· 

, . 
• 
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,,., :s·UB~Ilf-PA.I~Jl.Atf.~\\l.f,~~~tt~~~..P.ftfl-~IP~I -- ~.,-

. ,,.,. <).# .. ,.,, ... 
! IIUI._,U II 

lO~ N IO-CON TINCNT l "'t LOtHO 

TuLSA.OKI.AHO.~A 

Kon. W.oloy I, Dio,.y 
1 .. Bouoo Ottioo Build in' 
W.ohlmcton , D. c. 

Deu ••• • 

I notloe tbat 1n tho 1anolon nt Slo1ly, tho 
Oa1tttd Stat•• tor••• .,.. pullD& out • t.n•aa1on aoney•. 

I ahou ld U loo t o moor it thb ourronoy Ia 
baoltod up by alhor or &old, or what &"a rantoo 1a bohlnd 
it. Ar• •• to red••• th.i a at t aot 'f'& lut the ,_. •• 
ourroooy ID thl a oountry, aDd by what authority did tho 
Trouury or tho Onltod Stat oa laouo thh 1nnolon IIDDiyf 

I t hlllll: thh Ia a problo• that our Convou 
ohouW lnnotl p t o, and tho aorloan publlo ohould lr::no1r 

what 1• be1D' done , and boW. 

With ltiDioot poroonal ro,ardo, I .. 

• ( •. ~ I • • J 
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Tbis ttltgrnm must bt 
par upbrBstd brfor• being 
c ommun1oattd to gnyon• 
other than a GovErnmEntal 
as tncy. (BR) 

SecrEtory of Stott, 

·,,,.shiogton. 

592, Stpttmbtr 1, 10 a . m. 

Your 356, ~ugust 19, . 

Bomba)' 

Dattd StptEmbtr 1, 1943 

Rto 1 d 11 r17 a . m. , 

FOR TH~ TR<;:.SURY V.::P.',RTMI:':NT . 

(A) Augus t 31 gold ruptts 70 annoe six PEr to1a 

f1nt , si1vtr ruptts 112 ptr 100 tolos . 

(E) Rtstrvts August 20 gold ooin and bullion no 

ohongt , si lvEr coin 1noluding poptr notEs millions 

rupEES 140 , 7. 

(G) STRICTLY CO!Il- ID~~·L,L. JUly gold imports 3 

ouncts exports 2594 ounots , s i lver i mports 4292 ouncEs 

exports 16, 191 ounc ts . Revision of Junt 1943 figurt s : 

silver i mpor t s 1, 240, 495 ouncta . 

(I) GEnEral working class cost of living indEx 

Bombay, ytar tndtd JunE 1934 rtprtstn t s 100 : month 

Endtd JUly 31, 1943 i ndt x number i• 236 ; food priots 

Rombo y mon th tndtd JUly 31 indtx numbEr is 262 same b~sE 

(K) Provincial governments 1n I ndia lgunch1ng 

"save and 
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-2-, #592, September 1, 10 a , m,, from Bombay• 

"o, vc and lend" campoign nccording to pl a n prcpsr£d 

by Ccntr~ l GovernmEnt . Target is 1, 000, 000, 000 

ruprts by the end of £9rch 1944, 

7h1s. 1s ant i - inflat i onAry dri vr a i med st the 

small invcstor. Dur i ng thE nex t f tw months cult1vJtors 

t7. ptc t td to h~vc , as o result of h1gb pr i ces of pro­

duc t , 2, 000, 000, 000 rupees .in t xous of rtot1pts in 

prrws r days which would bE spent in bazaar s a nd to 

purchase lond thus forc i ng up prices. Second 

u im, thEreforE, r Eported to be a id to cultiva t ors 

by ptt•su'ldi ng them to save for postwar ycnra . Plan 

is to persu~dt each cult1v~tor to subscribe individually 

to dEfens E savi ngs cErtifio1tEs or to war loans . 

DONOV:,N 

:IPL 
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This tElEgram must bt 
paraphrasEd btfort bring 
communicatEd t o anyonE 
otbEr than a Govtrnmtnta l 
agEncy . (BR) 

SEcrEtar y of StatE , 

Washington . 

Calcutta 

DatEd SEptEmbEr 1, 1943 

Rtc 'd 8:26p .m. 

OEPAftlMEMT Of STATE 
·-DIVISION 01" 

Sl:l' - 3 \943 

1113, St pttmbt r 1 , 7 p.m. COli MUNICATIO:I:l 
,t.NO RECORDS 

FOR T!!E SECRET/.RY OF Tl£ TREt.Sutu ~><01.1 ADlER 

OnE . Cltar f r om cursory lnvEstigntion thnt visit 

t o Bombay ESSEntial f er prEparation of rrport . Bombay 

is lE nding financial cEnt Er and dominant bullion markEt 

in India, whilt Calcutta is srcondary financial ctnttr 

and hns only nominal bullion marktt . 

Two . J.ccordingly,. s ub jtct t o your confirmation 
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I proposE t o ltavt Calcutta StptEmbtr 5 and to sptnd 

about a WEEk in Bombay ond c fEw do;;a in DElhi . BEcausE 

t • ansport otion connEctions orE more eonvEnitnt shall 

visit DElhi first . Consul MacDonald fully agrEE S with 

dEsirability of visiting Bombay ond DElhi · 

MJ.CDONALD 

\'lTD 
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COPY NO. I!J 

OP'l'£L NO . 288 

Information received up to 10 a . m., let SepteEl.,r, 1943. 

Coastal Forces operated off VIOO VAlENTIA and the Toe of 
ITALY on )Oth/)lat and Destroyers carried out a sweep off the CALABRIAN 
Coast without incident. A Russian Submarine has sWll< e 2,150 ton Bulgarian 
sllip in the BLACK SEA. 

2. J,UL!TARX 

In the S.OW;sK SECT<II, the Ruasiana have broken throuah 
the Gerun positions end captured 'lELI!YA , In the KURSK Sector, tlu.7 have 
entered the Northern UKRADIE end have captured GLUKHOV and RXLSK. 

3. AIR OPERAtiOIIS 

liES TERN FRONT. 30th/31st , LtUNCI!EN-OLADBACH end R:a::alT. 
2, 272 tone dropped including ll s,ooo pound , 268 4,000 pound H, E, and 
( ?1 , 269) tons of incendiaries in about fifty minutes , Some broken and 
drifting cloud hampered observation of ~esulta but accw·ately placed rn4rker 
bembs could be eeen b) most crews , Not yet possible to est imate extent 
ot sucoaao , Ground defences slight but night fighters nucerous working 
~ith saaroblights , Nine enemY aircraft claimed shot do~n. 

31st, In attacks on airfields Fortresses dropped 281 tons 
at .U.IENS/ GLISY, t.:arauders 48 tons at LIUE/VENDEVILIE ond liitchella 30 
~ens at 110!/CHY l o BRET<Ji , Good results are r eported in each ease, 43 
tons nre cropped by ll.arauders on UAZINGARBE Power station with 1 f'llir to 
poor t results , EneDy casualties by bcaber a and !i&htera cooperating in 
these and other oper:>t.ons 12. 4 . 7 . One Fortress , One ll.arauder and 7 
Fiebters aiaaing QDd J Portresses crashed in tbia cow>try, 

Jlst/let, 713 aircraft sent out: BERLnl - 621 (48 cissing) , 
..,.un1tion dump in Fa!ET de HESDIN near ST. <J!ER - 41, BRAtJiEru:R - 5, 
Intruder s - 43 (1 cis• ing) , Anti-shipping - 3, Over BERLIN, there was 
~odcrate cloud and observat i on was di!!icult, Preliminsry reports indicate 
that bombing was inclined to lack concentration. 

li&l• 29th/31st, !lellingtons dropped 123 tons on tho 
Railway centre end Steelworks at FORRE ANIIUNZIATA, One flollington missing, 

30th, 38 escorted Fortresaeo bo~bcd VI'I'ElWO Airfield . A 
totlll of 150 escorted medium and light bombers attacked 118Uway centres 
at ClVITAVECCHIA, llARINA di CATANZARO and PAOLA, Enemy casualties - 19. 5.13; 

Ours - 14 Fighters missing, 

l!l!ll!;l. 28th , Heavy and medillll bc:abore dropped ';,:) tons on 
"KXAB. 30th, Fighter damaged 115 Rivereraft on the IRRAl .WDY • 
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Sept•ber 2, 1943 
9 120 a.a. 

RE: SURVEY ON PEOPLE'S EXPENDI TURES 

Present: )bo . ThOIIpSOn 
)(r. Sulli nn 
)(r . Haas 

1~ 

KR. SULLIVAN: You recall )'OU asked ua to handle 
the utter o! getting lunda for that aunt¥ aa to how people 
were spending their aoner. 

H.K. JR: Yea, air. 

KR. SULLIVAN: !nd Yr. Bell had sent to ae a aaoran­
dua tha t he prepared for fOU, reporting on a talk with 
Miaa Jo7 in Which abe said aht thought there should be a 
coverage of about thir t7- five hundred families, half 
urban and hal£ rur al, auch a stud)' to coat a hundred and 
fift1 thousand dollars; 

If the)' got it ahead, right now the7 could organi&t 
to start October 15 and have their answer in about aix 
weeks or two months. She suggested that )'OU talk with 
Jones - Karvin Jones - and Brom eo that the three organi 
tiona could share in that expense. 

I called Ludlow' a office - )'OU r•sber, l!r. Gamble 
said he was going out to make a speech and wwld be back 
in a couple of da)'a . i?parentl)' hia plana changed, and 
he will not be back unt1l the 14th. Be ia the nuaber one 
man we would have to speak to if we were going to uae 
our own lunda. 

After we three 11et with mough end Wbi te, I then aaktd 
Randolph's office for an opinion aa to whether or not we 
could uae the President ' s aaergencf fundi and I have an 
opinion fraa Randolph aa)'ing that we oou a. 

Yeaterda7 afternoon Kr . Haaa talked with Kiaa Jo7 to 
aea whether or not abe would feel free to uae the lunda, 
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since they had been denied to the Labor Department, and 
ehe eaid if n could get it it would be eminently 
acceptable. 

Vie ue confident that if you want action you will 
have to ask Harold Slllith. We are reca.~~~ending you do 
eo this morning. Tell hla Labor ie sending over justi­
fication for thia. 

H.M.JR: Would you aind carrying this - who carries 
this for the Treeaury opposite Harold Smith? 

liR. 'IIHIIPSON: I deal with him. 

liR. SULLIV!N: That is all rigbt. I was just report­
ing because you aaked me to handle the Hill end. 

H.V. JR: That ia right, and you have done a very 
good job. I want you to continue. 

109 

MR. THOMPSON: Whether you want to use the President' s 
fin de--

H.K.JR: There ian't a chance to get the President's 
funds . 

liR. SULLIVAN: We ae•ed to think there wea. 

H.ll.JR: Let's try it. Nothing ventured, nothing 
gained. You go after it. 

liR. SULLIVAN: We thought it would speed it up a 
good deal if you indicated to Harold your personal interest. 

H.ll.JR: I don't have the time. They know how to do 
it. 

IIR. SULLIVAN: All rifJ!t . 

H.M. JR: You can say that I am very much interested 
in thl a thing. 
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'1\ha t else? 

lo!R. HAAS: Now in connection with thie I talked to 
Gallup last night, 111. th the idea that the Alllerican 
Institute of Public Opinion could do a job like thie. 
He ie also head of the research departMent of Young and 
Rubicam. He was in town; Fred Smith told me about it . 
We thought he might explore i t and expedite it. We had 
quite a talk about it. 

He pointed out that it is a verr difficult job, but 
he is going back and aubait a proposal . 

I thought thi a, in an1 case the BLS should do this 
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and make i t a continuing job, but it uy be that if the 
figures - I agree with 10u that all these things should 
be checked same way or other, and it is so important that 
it doean 't coat too much. If Gallup can come through with 
anything that looks aatisfactoryi or a very good indication 
of i t, it may be that we should et them go ahead and make 
the initial figures earlier and we have an additional 
check in BLS. In that case that would be paid out of 
Expenses of Loan&. There wouldn' t be any problem. 

liR. TB(l{PSON: Depending on how much it would run 
into. 

H.ll. JR: I am perfectl1 willing to aign e letter to 
Harold Sid th. 

liR. Tli(i[I'S<Ji: That would help. Suppose we draft a 
letter. 

H.U.JR: Suppose 1ou draft a letter; then I will 
sign it. 

lo!R . SULLIVAN: I think it would be quite helpful. 

H.K. JR: If Gallup could do a spot check, it would be 
wonderful. 
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MR. IIAAS: He said it len' t adafted to a apot check, 
He said it h an extensive t hing or t mean a nothing. 

li.M.JR: All right. 

111 
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TAXES 

Present: ltr. Paul 
ltr. Guton 
J.!r • Sul 11 van 
Mr. Smith 
Mr. Blough 
Mr.l!Aas 
Mr. ~rrey 
J.:rs. Klotz 

September 2, 1948 
11:30 a.m. 

H.U.JR: On this statement that I expect you people 
to have for me Monday night for the President, I would 
like Mr. Gaston to collaborate, please, if that is all 
right . 

1tr. Paul and I are going to go to see the President 
Tuesday on the tax bill. I call it a fiscal policy bill . 

I want to be able to la:r on his desk, Herbert, a 
proposed statement that he should make to introduce it. 
I have told these three gentlemen (Paul, Blough, and 
~rey) I want it. I am sure they have got it already. 
{Laughter) 

lm. GASTON: That would be a message to Congress? 

H.Y. JR: Yes, air , but I would like to have i t - I 
will be coming back from Detroit - when I arrive home 
from Detroit Yonday night. Perhaps 70u could find some 
way to put it on the Secret Service telet7Pe and I could 
read it on the way back. 

llR. PAUL: You want to tie it up with what the 
President said about the returning soldier s. 
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H.V.JR: What I was hoping was that the President 
could do something for the common man in civil life 
corresponding to the statement he gave on the soldiers. 

UR. SULLIVAN: When is he giving his next talk? 
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I wu thinking he might deoide this oould better be 
handled in a public talk rather than a message to Congress. 

YR. PAUL: That wouldn't so much change what was 
said. 

H.V. JR: No. Now, the other thing ia, right or 
wrong, the fat is in the tire . 

llR. SULLIVAN: I don ' t think it ia. 

H.V. JR: On Stam. 

MR. PAUL: We haven't seen the transcript but got 
an account from Fred Smith, and it was all off the 
record. From what - we got it through Fred--

H.M. JR: He is reliable. (Laughter) 

!JR. OOT!i: 'l'h~you , air. (Laughter) 

YR. PAUL: It seemed all right to me, what you 
said. 

H.ll.JR: Well, I gather the t somebodf is cooking 
up - this fellow from the United Sta tea Dailr--

YR. PAUL: Helln. 

H.M.JR: He is always very fr iend17. He t ipped 
me off that t her are going to subpoena me. 

MR. PAUL: The background of i t is this letter 
which I showed you and whioh we have - Stanley, have 
youJot the draft of reply ready? Sullivan, Helvering, 
Sta ey, and I talked it on.' and worked out a course 
of procedure which I think will save all our rights and 
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will avoid moat of the problem. Do you want to tell 
what it is? ' 

!JR. SULLIVAN: Go ahead. 

H, J.!, JR: Do you want t o do it now? 

!JR. PAUL: I think the letter should go off sCIIIeti.ae 
before you leave. 

H.J.!. JR: Are you ready? 

~. SURREY: It is the fi rst draft. 

H.ll.JR: I don't want a111 first drafts. I would 
like a finished pr oduct. 

MR. SULLIVAN: For your own protection, let ' s get 
this out. 

H.M, JR: On the theory that Cabinet won ' t last 
until four o'clock - the chances are I will be back 
here by three- thirty, and I can do it just before we 
go into the tax thi ng. 

MR. PAUL: We have it very carefully worded, 

H.U, JR: I would like a finished product. When I 
CCIIIe back f r om Cabinet I will take the time to get it 
ott. 

!.2t. PJ.UL: We are all agreed on it. 

H.ll. JR: But the thing I said - you can read 1111 
press conference - I said, "I am not going to let a 
two-by-tour-man like him get 11f1 mind oft the war effort. " 

IIR. PAUL: Tlro-b;y-four ia only t heoret ica.ily t rue • 
(Laug}lter) · 

I.!R. BLOUGH: Five-b;y-five . (Laug}lter) 
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H.W.JR: This wasn' t the exact language. "He is 
tee dumb, can' t do his own stuff 1 so he is t17i.ng to 
find out what we have got . " 

MR. GASTON: To whom did you t alk? 

H.M. JR: To the press, off the record. 

J.!RS. KLOTZ: He didn' t really say that. 

J.IR. SliiTB: Not as blunt as that. You said he 
didn't have the facili cy or the brains to do aeything 
with it after he got it. (Laughter) 

H.U.JR: That is all . (Laughter) I went over it, 
told them he was just small f17, I couldn't be bothered 
with him. 

Now listen, young fellow (Blough), the purpose, 
at least this morning, is to let us know whether i t is 
"M-1", "2" or "3" . Mr. Paul was worried going h0111e l ast 
night whe ther i t was eight, seven plus or minus. 

MR. PAUL: I knew it was eight, seven, but ·~2· 
is six. But it is true, as was said last night, tha t 
up above ten thousand it is three. It would be much 
the same thing. 

J.!R. BLOUGH: Let me indicate what I think you 
want, and then if that isn't what you want--

H.U, JR: Then I will ask Ur. &lrrey 'llhat I want . 
(Laughter) 

J.IR. BLOUGH: I put down a few remarks that you may 
w~nt to ~ke at the beginning. (Copy of notes for an agenda 
attached.} 

H.M. JR : Are you fellows going on record again? 
(Laughter) 

MR. PAUL: We are trying to get a record for you. 
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YR. BLOUGH : No, that is water over the dam. 
(Laughter) 

~. PAUL: Let's be friends , huh? ·(Laughter) 

MR. BLOUGH: There are two things. First, you don't 
want to hand these people anything to take away with . 
them because that means difficulty so far as publicity 
is concerned. second, the idea is sufficiently diffi­
cult that they probably ought to have something to see 
when it is explained to them. 
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l~w, that may or ~ not be good sense, but at least 
we have proceeded as i! you were going to proceed along 
that line. I thought that these two charta - one ia the 
first chart we looked at, which shows up to six thousand 
dollars, the present law, the schedule we have already 
talked to them about; and the "ll- 2" schedule with Soclal 
Security included ought to be shown to them. And second, 
the income tax part of it on our regular income tax scale, 
comparing it again with the present law, with the schedule 
we have already proposed, and the "la!-2" sohedule--

H.M. JR: Do you mind, just for fiJ1 peace of mi.nd, 
telling me what - as long as Paul raised the question -
what is the ·~2· schedule? 

YR. BLOUGH: The "ll-2" schedule is a schedule which 
will raise about three billion dollars of income taxes. 

B.K. JR: Bow was it derived? 

MR. BLOUGH: It was derived in the following way-­

UR. PAUL: It is really six altogether. 

UR. BLOUGH: This schedule of income taxes will 
raise about three billion dollars. 

H.M. JR: Tell us how it came about, who was papa and 
mama. 
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MR. BLOUGH: You were papa and u.ma, and I was the 
doctor that delivered the baby. I kind of tore it up, 
perhaps, but anyway-- (Laughter) 

MR. PAUL: Instrumental delivery. (Laughter) 

J.!R. SlaTH: Paul walked the floor . (Lsughter) 

~. BLOUGH: This, as I understood, is what you 
wanted, and this is what we did . We started with a 
surtax rate schedule, Which had been designated ~ 
because we had gotten down that far, from "A" to ~ 
this year already in cooking up schedules. 

That surtax schedule when added to the normal tax 
and applied to personal exemptions of five hundred 
dollars for single persons, one thousand dollars for 
narried couples, and two hundred and fifty dollars for 
each dependent, would at the hundred and forty-six 
billion dollar level of national income produce eight 
point seven billion dollars. 

That is the schedule Whioh was used in that manner 
in the program that was suggested to this group several 
weeks ago. · 

H.U.JR: Sly it once more. I want to get it 
straight . 

~. BLOUGH: This schedule is a surtax ra te schedule 
which, when added to the normal tax and applied to 
personal exemptions of two hundred and fifty for 
dependents instead of three hundred and fift,r - reduced 
exemptions - would produce an additional income tax 
revenue--

H. M.JR: Just a minute . In this plan they have 
proposed to reduce the exemptions for dependents from 
three hundred to two hundred and fifty? 

MR. BLOUGH: From three fifty to two fifty. Now, 
the first thing you wanted done--
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!JR. PAUL: That is the one that was talked about 
at the last meeting? 
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MR. BLOUGH: Yes, and the twelve billion dollars 
was bull t up around that •. 

The first thing we did was to use the present per­
sonal exemptions instead of the lowered personal exemp­
tions. That lops ott about two and a half billion dollars. 

B.K.JR: Doing llhat? 

!JR. BLOUGH: Substituting the present personal 
exemptions for the lower personal exemptions. 

H.~!.JR: In other words, you leave them at three 
fifty? • 

MR. BLOUGH: That is it . 

H. Y.JR: That lops off? 

MR. BLOUGH: About two and a half billion dollars. 
It brings the yield of that schedule to a little over 
six billion. 

!JR. PAUL: Instead of eight, seven. 

H.K.JR: Oh, I see . 

WR. BLOUG!: But that is all in changing the 
personal exemptions - nothing else. 

The next thing we did , then, waa to integrate the 
Victory tax in by adding enough to the income tax rates 
to u.ke up for the cancellation of the Victory tax. 

· H.J.I.JR : Which is about three billion? 

YR. BLOUGH: Which is about three billion dollars. 
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H.M.JR: And where did you put that in? 

MR. BLOUGH: Uniformly from top to bottom as an 
increase in the income t ax rates. 

Then we made a table of the increases in income 
tax at various levels for a married couple and two 
dependents which that would give . 

H.Y. JR: 'Nhich would produce the six? 

I.!R. BLOUGH: Yes. Prom that we subtracted the 
increased pay-roll tax which a four-percent raise in 
employee P~¥-roll tax would make. What was left in each 
income bracket was the income tax increase which we had 
as our goal. 

We then took that increase , added it to the previous 
income tax, computed a new rate schedule to produce it. 
That new rate schedule is "~2". 

UR. PAUL : Summarizing that, as I understand it, 
you have left on your schedule increased income taxes 
above three thousand, and Social Security increases are 
the taxes below three thousand. 

H.!L.JR: That was his assignment. 

IIR. PAUL: But that oieration was perfo~ed, if we 
can continue to be clinica , on a six-billion-dollar 
basis . So when we come out we get abrut three billion 
tax and four of th<: other • 

.I!R. BLOUGH: Somewhat 1110re than six altogether : 
Three billion of income tax and three billion and a 
half of increased pay- roll tax. The reason why is 
that the pay- roll tax is paid b.r a lot of people who 
would not pay the income tax. 

H.JL.JR: Well, the faot remains - the way Paul put 
it, you took the assi~ent, the increased tax of two 
and a half billion which would have come from lowering 
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exemptions, and we more than make that up through the 
Social Security tax. 

MR. PAUL: No, that isn' t right. 

UR. BLOUGH: No. Instead of eight point seven we 
get three billion of income taxes. 

H.». JR: You d.idn •t let me finish. I will say it 
again. a, not lowering the exemptions ;you lose abont 
two and a half billion on people with income of three 
thousand or less. Now, as a substitute for that you 
put in Social Security--

MR. PAUL: We have no substitute. 

H. U.JR: To go back, in three thousand dollars or 
less b.v not lowering the exemptions we lose about two 
and a half billion dollars in income. By applying the 
Social Security to people of three thousand dollars or 
less we gain about three billion dollars in revenue . 

lo!R. BLOUGH: Roughly - both things are rough. 

IIR. SULLIVL"i: Your loss of two and a half doesn ' t 
come exclusively from the people below three thousand. 

H.loi.JR: But, 81J1lla;y, the net is that when we get 
all washed up, throu~ Social Security and the increase 
in the hip;ber brackets, the fellow who pqs twenty-five 
thousand aollars canes to practically fifty-four percent; 
and on the original eight, seven he is practically 
f ifty-tour percent. 

MR. PAUL: You have the schedule, but you don't 
have the eight, seven. 

H.M.JR: I mean fo r the individual. I am not 
talking about the net in Dan Bell ' s bank, but the 
individual of twenty-five thousand dollars. · 
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When we started, the fellow who had a.n income of 
twenty- five thousand dollars would pay approximately 
fifty-four percent . Now, when we have all of this 
business still the fellow with twenty-five thousand 
dollars pays that. Am I right·? 

UR. BLOUGH: Right. 

H.~.JR: So we arri ved at it differently, but as 
to the individual it is the same . So if they ask us, 
"Have you changed it any in the higher brackets?" the 
answer is no . It is ninety-nine percent the same -
nbety-nine and a half. At least it is ninety-nine 
percent the same to the man of twent1-five thousand 
dollars and above. 

~. BLOUGH: There are a few errors at the ver1 
top of the schedule. 

LIR, PAUL: You had said you wanted to change your 
strategy and vresent a high yield program. This tty-2" 
will yield - 1t will present a program of about two and 
a half billion less . 

H.M.JR: What do you mean, high yield as it affects 
the individual or as it affects the Treasur1? 

llR. P.lUL: Total revenue taken. We presented a 
twelve-billion-dollar program before. 

H.li,JR: The President thought twelve billion 
dollars was too high. I told him I thought this was, 
just rough, about ten. 

MR. P.lUL: Just about ten. 

H.M.JR: Let me see how olose. On excise t axes, 
two billion more; corporate taxes, one billion more. 
And how muoh is this other? 

UR. P.lUL: Six. 
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H.ll.JR: I mean through Social Seour ity and every­
thing else . 

MR. BLOUGH: Let's itemize them. The individual 
income tax, about three mor e; the employee pay-rol l tax, 
about three and a half more; the employer pay- rol l tax, 
about two more; estate and gift tax, JDe,fbe a couple of 
hundred million. 

B.Y. JR: That is eleven and a h&lf. 

lat. GASTON: Your employer tax in there brings the 
whole progr&m up to where you st&rted - almost up to 
twelve billion dollars. 

H.K. JR: Yes, very nice. 

KR. BLOUGH: A couple of things ou~t to 
tioned. That employer pay-roll ta.x will have 
adverse effect on the corporate income tax. 

UR. PAUL: That is a gross yield. 

~. BLOUGH: Yes. 

be men-
some 

MR. PAUL: Then you can't take those figures , 

H.U. JR: Would it be eleven? This is eleven and 
a half. 

l.!R. GASTO!f: You have to discount the forty percent, 
in the first place. '' 

l.!R. BLOUGH: It depends on what happens, as prices 
go up or profits go down • . If profits go down, then ~hat 
you point out is right. You would have to di scount 1t. 

Am. SULLIVAN: Even if they remain constant you 
will lose out of your corporate yield. You lose about 
half of your additional yleld , 

l.!R. PAUL: At least half. 
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MR. BLOUGH: I say it depends on whether the prices 
should go up so that the gross take of tha corporations 
i s increased likewise. 

MR. SULLIVAN: I don't think I would get involved 
in that, Mr. Secretary. It is terribly complicated. 
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l!R. HAAS: If you are that close to twelve, if tha 
war expenditures continue at present level we will have 
to figure that on a higber national income basis, so 
that will bring it up. ,. , 

H.K. JR: Listen, George, you had better give Paul, 
to give me when I see the President - when I see the 
President I don ' t want to sit around and argue with the 
President. If he says, "How much will this produce?" I 
want to- -

MR. HAAS: The;y are getting it all. 

H.M.JR: Randolph, will ;you have that? 

MR. PAUL: I will have all I can get. I think it 
is going to take a long time t o get some of that, but 
I laiow the total over-all. 

H.W. JR: But with the President, if ;you sa;r that 
it is between eleven and a half and twelTe he doesn't 
lllind. 

J.IR. PilJL: "Ne cap. han that. 

H.Y. JR: You certainlY' ought to be able to hit it 
within a half a billion dollars. 

I!R. SULLIVAN: When he spoke of how moh he wanted, 
that was on a gross basis, I think. I think anything 
you sa;r - that you said to him was probabl;y on a gross 
basis, Mr. Secretary. 

H.J.t. JR: Well, I think we are all right . 
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Now, have you got some introductocy remarks you 
would like this afternoon? 

MR. BLOUGH: I just dictated them off. They are 
probably no good, 

MR. PAUL:- We would like to ask a couple of questions 
about the meeting in general. 

MR. BLOUGH: Do you want the charts up in the room? 

UR. PAUL: We thought we would have the big charts 
up. 

H. lti. JR: Sure. 

L!R. P!UL: '!he second point , we thought it would 
be appropriate if you made an introductory statement at 
least. I don't know whether you want to conduct the 
whole meeting. 

H.M;JR: I am very much in eympatey with what you 
are se.ying. 

MR. PAUL: I think Roy ought to explain the details 
of this plan, and then deo.you we.nt to have a discussion 
headed up to e.nybo~? -

H.M.JR: I think I will sit in the chair today, 
unlc ss it gets too hot , e.nd then I think Roy should do 
the thing. ~t ine.SIIIUch e.s this ia not going to be run 
<J.Ui te e.s judiciously e.s you re.n the other two meetin;::s -
1t takes e. little more asserti veness - I think I had 
better do it . 

MR. PAUL: That suits me all right. 

H.U. JR: I knew it would. I think I had better, 
figure.tiYely and actually, be in the driving seat. I 
think it is going t o take some drivlng. And it would 
be less embarrassing to you. Right? 

• 
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JR. PAUL: It wouldn' t be terribly embarrassing, 
but I think you ought to do it. 

H. J.I . JR: I would like to . I would enjoy 'doing 
it. 
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(Notes for agenda for meeting handed to the Secretary.) 

H.W .• JR: (Reading) "The Secretary would open the 
meet in~ with a few remarks: At the last llll! eting one of 
the po.Ul ts that was briefly mentioned but was not gone 
into was the relation of Social Securit.y and the tax bill . 

"There obviously is such a relation, because the 
et~ployee payroll Social Securi t.y contributions press on" ­
no, I can't say this . Let me do i t kind of free and 
easy. 

MR. BLOUGH: Of course, ~. Secretary, you weren't 
intended to read it . 

MR. PAUL: No . 

KR. BLOUGH: I thought you might want some ideas 
on l'lha t to say. 

H.Y. JR: No, this is for people - a final talk to 
people who have already received their PhD. (Laughter) 

l!R. BLOUGH: This is just trying to put down-­

H.U. JR: I got it largely here (indicating heart) . 
I don't want too much here (indicating head.) (Laughter) 

MR. BLOUGH: This was intended to strengthen your 
hand, that is all. 

H.V:. JR: Now that i t ie clear in rJII/ mind how "!l-2" 
came into being, we are all right. (Laugbter) 

Since I have had this meeting with the President -
I mean, I feel very much more confident of mfSelf, until 
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the next thing happens , and knowing we are having a 
meeting Tuesday, and all that eort of thing, I think 
we are all rignt. 

MR. BLOUGH: Could I read one paragraph of this 
to you? 

H.M. JR: Absolutely. You can r ead the whol e thing, 
if it would make you aJV happier . (Laughter) 

l!R. BLOUGH: There are two or three ideas in this 
paragraph that I think you may want to take into con­
sideration. 

• An:J expansion in tlie Social Seouri ty pr ogram and 
of taxes to finance i t must, of course, stand on its 
own merits. It would be nei ther good fiscal policy 
nor good social policy to rest the expansion of Social 
Security on the financin~ effects. However, these 
effects are a considerat1on and one which dictates the 
present as being a very logical time to expand Social 
Security. 

"Heavy withdrawals of purchasing power are needed 
from lower income groups at the present time. Employee 
pay-roll taxes are one of the most effective measures 
for accomplishing such withdrawal. !bch taxes, when 
linked with expanded benefits, are the one form of tax 
increaee which industrial worker s will accept cheerfully, 
and, I believe, enthusiastically." 

l!R. l!liS: That will kill it. (Laughter) llclflltt 
made a ver,y good stat ement, I thought, in- -

H.Ioi.JR: If you don •t mind, I am ready now. Some­
times I want a statement. This is one of the times I 
don't want one. I am either ready or I am not. But 
thank you very much, Roy, and I am being sincere now. 
I am ready. 

Then the thing is that you (Paul) are t o let Jlrs, 
Klotz know and she will let 1118 know when I come back 
from Cabinet, and we will do that l etter . 

126 

~· • 

Regraded Unclassified



!lot .. for an igucJa for the •aoo ... ting 
Sept•btr 2, ~8 

127 

Tht Seoretery would open tht .. tting with a f ew raarka1 

.At the l ut a .. ting one of the pointe that wu brhflT 

uutiontd but •e not gone into wu the nlation of Social 

Stolll'i ty and the tax bill. 

Thtre ob'floutlT 1a auoh a Nlation, btoauu tbt eplo7 .. 

p~Jrcll Social SeciU'ity contributi0111 pnu on abilltT to pq 

in aucb the eaae WIT aa do other tun. It the bul'dant of 

expanded eocial aecurity are not takan into eccount in tht 

tax bill, the retult would be either that the expansion of 

Social Seouri ty would be bl.oclted or tba t tbt taxes would han 

to be readjuated wban Social Security waa axpandtd. 

inT upanalon in the Social St ourl ty progi'U and of tun 

to finance it ~at, of oourae, atand on itt own aerlta . It 

would be neither good fitoal pelleT or good tooial policy to 

r .. t tht upanalGD of Social SeourltT on tbt eooncalo and 

flnanolng efftcta. BoweYer, thttt afftota art e oonaldef'&tlon 

and one which cllotet .. tha pruant u being tbt logical tlat 

to txpand Social Seourl tT. Beny wl thdra•lt of purcba ling 

power are needed froa lower lnooae gr oup• at tbt present 

tiae. laplofee pl1f'Oll taxes art one of tbt aoat tffeotlvt 

meaeurtt for accoapllabing .uch withdrawal . Such taxea, whan 

l inked with expanded bentflta, art tht ont forg of tax lncreaae 
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~ich inclultrial worker• will aooept oh .. rfllllJ, aucl I 

belint eothu•iut1oall.J. 

For then rea1on1 it hu oonnacl to ••j that it would 

bt dub•ablt for the Preaicl&Dt to take an ao~in poaitioa in 
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I 

aupport o! upaucled looial Seouri tr, prior t the tiae the tax 

hearing• atart, aucl !or the tu: propo1ala to· lnolucle Social 
' Security contribution• oare!ullJ integrated f~th the lnoaae . 

tax propoaalt in order OD the 0111 hand to g•~ largu aaounh 
I 

ot rennue traa low lncaae group• and on the r
1
o,her bend not 

tc OYtrburclen auoh group• with tax•• !or Wbio~ f o benefit• 

would be paid. \ · 
I 

Nothing !lnal ha• bean deoiclecl with re1p~o~ to thi1 pro-

poaal. llaturall.J the deohion will be the Pr~('1f•t' • to aake. 

Hounr, I th1nlc it woulcl be nrt oon1truothe , U we ooulcl han 

a tree lntvahange ot opWOD regarcllng the ld~. 

In orcler that rau 111.1 han a -nilat aore cl,etinlh icl .. 
I 

of th.e tiP• ot illo- aucl papoll tu integration that I han 
I 

in aind, au nplauatloa will be brietl.J ucle b,r t Blough. 

A.fter that Ill'. Paul will ""' •• Chairun u he 1hl\• 1n th1 

laat two at~tlngl, aucl 

dlacuuion. 

I hope w1 aay han • !ull 1anl tre1 
. t\ 

l, ,. 
I 

I 
I 

\ 
\ 
\ 
\ 
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RMJr: 

Ted 
Gamble: 

!IMJr: 

o: 

HY.Jr: 

G: 

H!!Jr: 

G: 

RI!Jr: 

G: 

September 2, 194) 
4:05 p.m. 

I don ' t know whether 70U 1 Ye heard about Cburoa1ll, 
out I' ve hear d nothing . 

I have heard nothing. 

Call up hla eeoretary . . .. 

! will call Mr. Mar tin right now. 

••. a nn if there's anything doi ng, i t aOTthlng'e 
fixed, eend me 1n a elip. I'll be i n tn1a ta.x 
mee t i ng t or a couple or houra. 

f'ine. 

Will you? 

xes, elr. 

'l'nank you. 

All right. 
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ID~elope aent to the White House b7 
SS Agent a44raaaed to attention or 

lobo Martin, S.orat&rT 

I 
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Sept..._• 2, 184! 

Th• Rlsht Honorable Wlnaton Churohlll, 
Brltlah Prl.M Klnlater, 
Tht lhlte Bo111e, 
lathlD.Cton, D.C. 

lf.r dear J(r, PriM Jllnllters 

.h 7 011 lmow, ov blg 'fhlrd War Lou Drln aterta 1111 

Septtaber ~th. 

II haTe aet a quota of 16 Bllllona Doll&ra for thla 
drln, all of llhloh 11 to be railed fro. non-buklllg 
aouroea. Jo job approaohhc the MgD1tu4t of thll 
effort hat eYer before been atte~ted. 

The Prea1dent l• golnc to offlolall7 launoh the 
Prosraa oYer all of our ra4lo network• on the tTenlllg 
of Septeaber the 8th. I ahould like to lnTlte 7011 to 
help 111 with u ldea that I think wlll go oYer bls 
wlth all the people ln our oouatrr. 

The alzteen thollland theatre aoreena ln the 
oouatrr han llten aa4e aTa1lable to 111, &1111 we han 
lltea t111Ds to obtain a newareel ahot that wollld ef­
httlftlJ 1part ov 4rhe thPO\IIb thh •ala. I wollld 
llka for 7111 to .appear 1D front of the newlrttl 
,_ ... llvlM the flret Bo.a troa •. Tbll ooul4 
M 4- la\e Wq OP prtfen\lJ t0110rr011 IIOI'Ilinc• 

9lDOtrtl71 

. f.IIS t) at. Moc:pAl._., .lr. 

Seoret&PT of the Trea•IIP7· 
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September 2, 1948 

HY Jr 's ideas on why social security should be 
a part of the tax program - presented at 4:00 
meet ing o! interested agencies 

THE WHITE HOUSE 

WASHINCiTON 

J. t~ ~C}l'\..~V-' 

,t . ~-4e~ 

~ . 1vvD'~~ 
Jf. A-~~ ,.A--t--c.~:J.. o-t-J~~'-

~. p ~1 us W"V {L~~ ffcre-et 

{o . ~ tnr G(_ ? ~e..<J · 
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TAXES : 

September 2, 1943 
4:1b p.m. 

Present: •Ar . Paul 
Mr . Blough 
Jr. Gaston 
i.lr . Sullivan 
Jir . Smith 
Secretary Wickard 
Judge nosenman 
Mr. Currie 
Ur. Forrestal 
:.lr . Eccles 
r.lr . Altmeyer 
General Greenbaum 
Capt . Strauss 
L!r . Hel vering 
I.!I• . Vlayne Taylor 
Mr . Amos Taylor 
.lr . lt!agl$s 
1!r. Lub1n 
Llr . Hinrichs 
llr . MeNu tt 
Mr. !.lil ton Gilber t 
!Lr . PurceJ.l 
l.!r . Colm 
llr. Key 
:lr. ICuznets 
!.It•. Loeffler 
1!r. Haas 
Mr. Surrey 
Mr. Lindow 
Mr . Shere 
Mr . Shoup 

H. I.! . JR: This is, I think, gentlemen, the third 
meeting that we have had and we here in the Treasury 
feel that we have made considerable progress and we 
f inally have a program that we like. 

134 '-

Regraded Unclassified



- 2 -

This may sound a little boastful , but as many people 
as there are in the Treasury - we think it is based on 
sound economics; we think it is ant i - inflationary; and 
i t produces approximately the necessary revenue. It 
has a sound social outlook and its postwar aspects are 
~oou. And last but not least, we think it is good 
politics. 

Those are the attributes which we claim for this 
comprehensive fiscal program. 

Now, what we have done here i s thl a. "8 have taken 
the original eight billion seven program of income taxes 
and we have changed it to the extent that we do not 
change the exemptions . Furthermore, we added on the -
l et' s start with the present income tax. We consolidate 
into the present income tax la~s , the proposal is, the 
Victory Tax. 

Then on top of t hat, in place of lowering the exemp­
t.ions we have added approximately the program which i s 
in Senator Wa~er ' s b1ll on Soci al Security, and as far 
as revenue goes, the one about. offsets the other. 

And then, continuing wi t h peopl e of incomes of tnree 
thousand or over, we have sohe~les wnich approximate the 
original eight billion seven . 

In other words, instead of l owering the exsptiona 
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l:lld get t ing the increased taxes out of people of three 
thouse.nd dollars or l ess through ta.xes, we have subst ituted 
the Social Security program of Senator loa~;n e r. In incomes 
in the higher brackets, t aking a man , say, with twenty­
f ive thousand dollars income, the present proposal will 
give within less than one quarter of one percent difference. 
I t works out that approximately f i fty- four percent of his 
income will be paid in taxes , just the same as it did before . 
The maln change is in the three thousend or less . 

I hnd an opportunity over the week end to roughly 
outline t his to the Pres ident . ne sai d he had been groping 
for so:ne thing an d this 9:1 unded very good to him, and he 
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wan ted us to go further and explain it to other people in 
the Administration who were interested in a tax program 
Rod t han finally come to him with a complete program. ' 
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I snoul d say we stay the same as Tie were with corporate 
taxes - about a bi~lion dollars; and about two billion 
dollars through speci al increased excise taxes . The gt•oss 
pro,I rlllll wil l very closely approximate twelve bi H ion dollars, 
;· .. 1ere f.e 1\'ere Y•hen 1\'e s tartea , but t he big shift being in 
tne method of treating the people vu th t hree t housand 
doll~rs or less . 

I had an oppor tunity yesterday to outline this to 
:.:r. !..c:1utt , t.!r . Altmeyer, and Ur . :.la:;gs, representing 
' iss Perkins , and they will have an opportunity to say 

how they feel themselves. They can do it much better 
than I can . 

but 1 woul d now like to have J.!r . Blouth gi ve you t he 
more technical aspects of tnis pt•ogrom - more detailed -
and then the meeti ng is yours for criticisms , suggest ions, 
or even possibly approval . 

If V~ . Blough will - would you l i ke to do it without 
bei ng interrupted, or with interrupt i ons? 

~.!R. BLOUGH: I don' t care. 

H • ..! . JR : •lr . bl ough will be glad t o be interrunted 
if an1 of the things he suggests a1•e not clear. llut he 
will give you the technical aspects of this - wnat I call 
sort of a complete package on the fiscal front . 

Wl. BLOUGH: What I have to sa7 relates only to the 
in ter- relation of the Social Securitr pay- roll tax or 
contribution increases and the i ndi v duaJ. income tax in­
o,·eases . 

As you know, at the present time the pa;y- r?!l tax 
on employees i s one percent for old age and ret1rement 
insurance. That is scheduled to r ise on January l, 1~44, 
lo two percent: There i s slnilarly a one percent pay­
rOl l tax fo r the same purpose on employers ~hich is 
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scheduled to rise to t~o percent January 1, 1J44. 

Thec·e are combined Federal and State taxes on em­
ploy~rs of, roughly, t hree percent of pay roll , although 
merit rating has cut that down in some juri sdictions . So 
as of January 1, 1944, i f there is no change in the l aw, 
we Muld hll ve approximatel y tv.o percent pe.y- roll tax on 
elllp1oyees and 1' ve on employers . 

'fne program of the \.agner bill would raise t he con­
trituti •ns of employees to six percent , which is an in­
crease of four above the !944 scheduled levels . 

H .~ . Jk : ~an I interrupt you, Roy? I ~ant to say 
somethi ng which I overlooked, ~nich is rather imocr t ant . 
•·'/ hope is lhat the President r.il l take this as his 
program rather than a Treasury Fo~ram . I v.ant to me:ce 
that very plain. I mean, t his 1sn t something - our 
i•Opes a1•e that be will take it and wi ll, in a speech or 
messaee, pr esent it to Congress r ather than just Treasury. 

llh. GILBERT: Would he take the benefits of the 
'l•&f!ner bill along with the tax increase? 

Ji . ~' . JR : That i s t he idea, yes . I didn't .nean to 
in t errupt ~ou , but in t hese ~eop1e' s minds - I otdn 't 
want them to sit there thinking that this is just Treasury. 
I am tryin~ to think this is the Administratio~with the 
hope that 1t is so&et ting that the P1•esident rall take . 

UR. BLOUGH: I am ~oing into t his de tail simply to 
refresh your memory so 1 Y.on' t be going oft in some 
direction and get lost some place. 

V.eH, now, under t he. Wagner bill tne p1•oposal there 
~.ill be an employee pay- roll tax of si x percent and an 
e1np1oyer tax of six percent. There will be no effort to 
i ntegrate or combine the employer pay-roll tax wi th any 
present tax on business or corporations. The re would be, 
however, an integration - if you ,,ant to call it that 
of the increase in the employee pay-roll tax of four 
percent . 
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The integration really comes down to this: The 
schedule proposed some weeks ago, or suggested some weeks 
a.;o in connection with t he program here - a schedule 
which at exi sting personal exemptions would raise a little 
over six billion dollars, and al: lower personal exemptions 
would raise about eight point seven bi!lion dollars - that 
s ix-billion-dollar schedUle v.oold not bo used in its 
enti rety, but woul d be cut down to the extent that the 
increased pay- roll ta.x was imposed on the income- tax 
payer . So a person T.ho woul d have an increase in i ncome 
lax of , say, a hundred dollars, and an increase in pay­
rol l tax of seventy- f ive dol l ars , the incoae tax schedul e 
wou ld be chan;;ed to give 111 increase in inco111e tax of only 
t~enty-five dollars. 

In other ~ords, the pay- roll tax, in ef fect, has been 
fixed up in such a way - the i ncome tax has been adjusted 
in such a wllJ t hat the increase in pay- roll tax would 
serve as an of f set against the increase in the i ncome tax. 

W\. HINRICHS: That does have an effect of net in­
crease in t he lower incomes? 

Mh. BLOUGH: Yes, and it i s all p.y- roll tax increase, 
but there i s a substant ial i ncrease . 

I wi l l erolain t his char t (indicat ing Chart I I , enti t l 
"Combined Individual Income and Employee Payroll taxes" 
copy attached) . 

The ra tes run up t o forty- fi ve percent, then t~e re is 
a oreak because you don't need the TJhole scale, Iillo the 
lncoaes run f rom zero to six thousand ao11ars . The present 
law - income tax and two percent pay-rol l tax schedul ed for 
next January - runs like this : Up to six hundred dollars 
or so vou have only pay- roll tax at two percent of gross 
wages: The Victory tax begins at tnat point and is added 
to the pay- roll tax U'O t o the i ncome tax exemptions,, v1hi.ch 
reach about nineteen hundred dollars of net income for a 
~arrled couple with two dependents, on whi ch this chart 
u based. 

,~ 
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The present income tax then moves in and is added to 
it. So we have this situation, that at a thousand dollars 
lhe combined PB1 roll and Victory tax here (i ndicating) 
amount , fo r a married couule with h 1o dependents , to about 
thirty-six dollars or a 1ltt1e over, or three and six­
tenths percent. And at five thousand dollars the combined 
pay ro!.L ll!ld individual income tax and Victory tax amount 
to seven hundred and ninety dollars , or about seventeen 
percent - somewnere in that neigh~orhood - sixteen percent. 

how, that is the exisling situation, combining the 
t::tree taxes. 
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tfow it is proposed nere - it us ~roposed last t ime , 
or a couple of times ago, at this meet 10g - to add a 
schedule on which is shown in tnis dotted line (indicating). 
That is the eight point seven billion schedule applied to 
lo'Ner personal exemptions . It did not contemplate at that 
time the absorption of the Vioto~; tax, so up to the point 
at ~lch t he personal exemption was lowered to - which 
rms fifteen hundred dollars for a married couple and two 
dependents - the tax would be exac t ly the same as today. 
Thereafter you have a very rapidly ris ing tax us shown 
in this upper dotted line. 

Now, under the offset which I bave just discussed and 
which the ~eoretary outl ined, and using the ?resent per­
sonal exelliutions instead of the lower exemptions, roe 
' ·OUld get this sort of a combination: At this point (indi­
cating) you would have a six percent pay- rol l tax in 
operation from the very first dollar of waees . And that 
is, as I indicated, the proposal o.f the \•agner bill, and 
tnat v.ould continue to be t he only tax up to n1lleteen 
hundred dol lars of net income. At that point the new 
income tax schedule would become effecti ve and would aiid 
a tax as shown in the dashed line in the center \indicating) . 

So the effective rate of tax, combi ning Social Security 
and income tax is higher do1'11l he1•e because of the nigher 
pay- roll tax, 'and in tnis area (indicating) which falls 
between the present income and two percent pay- roll tax 
and the schedule whi ch we suggested he••e several weeks ago. 
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You wiil notice as we arrive toMrd the end here at 
six thousand dol lars, the proposed scheduu is rapidl r 
approaching the schedule wnich we proposed the last hme. 
The effect of that is shown in this char t (indicating 
Chart I , entitled "Individual Income Tax" copy attached). 

This is for only income tax, but which in the hi6her 
level s , of course, is the only tax that counts because 
the ::looial Security t ax only goes up to three thousand 
dollars. liet•e you have only the income t ax. Thi s, again, 
is an effective rate chart with the rate of tax as a 
percent age of net income shown along the side and the net 
income shown on the semilogarithmic scale, so thal the whole 
area can be included on the chart , shown alon6 the bottom. 
The solid blac~ line represents the present law. The . 
dotted line represents the proposal l"ihich has been made 
before - the eight point seven proposal . The dashed 
line i s the income tax part of the present suggestion 
which, as you see , is at the very bottom, below even the 
present law because of the absorption of the Vi ctory tax, 
v1hich makes impossible preci se alignment of the t11o at 
the bottom, which then crosses the line very shortly and at 
about i n the neighborhood of six thousand - ten thousand -
and becomes almost ident ical with the present - I mean, 
with the proposal previously made . Uinor variations up 
here (indicating) are mechanical in character and can be 
erased it i t is desirable to do so. · 

In other words, this income tax which •ould now raise 
tnree billion dollars would not fal l in tbis area at all 
but Muld be jus t as heavy from about _ lhi~ po~t on ~in~­
catlng) as the income t ax which woula ra1se e1ght b1ll1on 
seven hWJdred million dollars, which is, of course, the 
commentarr on the f act t hat moat of the income is down 
here iind eating}. 

ll.M.JR: Do you want to ask some questions ? 

Mll. BLOOGJ:i : Perhaps you may have some questions, 
about the mechanics of this idea. Now I know I haven t 
made it clear or t here would be some questions. (Laught er) 

.. 
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LIR. PAUL: I would like to get ~ou to put in the idea 
that this is in place me rely of the 1ndi vidual income tax 
part of the pnvious proposals and leaves intact the pre­
vious proposals as to corporate increases and excise 
taxes. 

ill!. BLOUGH: That should be emphasized, yes. This 
cor1bined proposal, you might say, rel ates only to the 
individual income tax and the individual employee pay- roll 
tax . 

IJI1. PAUL: Could you give us the constituency of the 
11r10le tax increase of which this is a part? 

:.lh. BLOOGH: You mean--

Mil. PAUL: \,hat adds up to about twelve billion? 

LlR. BLOUGn: It is roughly this , as I recall the 
f igures : This income tax, as· indicated on the chart, 
v.ould raise about three billion dollars based on a 
hundred and forty -s ix and a half billion dollar level 
of Jla tiono.l income. The latest figures we have on 
probable pay-roll taxes indicate that the employee pay­
roll tax increase woul d be about three and one half 
bi~ion dollars as compared to - not the present level, but 
neit year's level. Th& employer pay- roll tax ~uld amount 
to somewhere in the neighborhood of a billion and a half 
dollars. 

~. FORRESTAL: Are those increases or--

Aa. BLOUGH: These are increases in all cases . The 
corpora tion increase sug~ested would be abou~ a billion 
do l lars ; the excise tax 1ncreases suggested 1s about two 
billion two ; and U1e estate and gift-tax suggested is 
about three hundred mi llion - total, eleven and a half 
billion dollar s . 

Now, I 11ould 'Ooint out two things about the. t total. 
The f i rst is that lt is at a level of nat ional income 
r.hich is .a bit higher than we Sl'e running todsy, but i t 
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may probably be agreed, lower than the probable level ot 
next year. So you would get a someY:hat hi~her yield in 
• 44 if the le vel of income runs somel1ha t h1gne c) as may be 
expected . 

In the second place, however, these at'e what you 
wi~;ht call .;ross yields . lio account has been taken of 
the inter- 1•elation of the increases lli th each other. In 
other words , the increase in corporate tax would have 
so~e effect on the yield of an increase in incividual t ax. 
And an increase in employer pay- roll tax ~ould, under 
certain circucstances , have an effect on the corporate 
tax and in t urn, on the individual income tax, because 
you have tLe effect on dividends . Those have not yet 
been t~en into account, Perhaps they would roughly off­
~et eaoh other, but I wouldn't even ~ant to make that 
suggestion . 

~. LUBIN : Am I right in assuming that in reality 
v.hat you have done is, you have increased your income tax 
l'&te in the bracket s above six thousand dollars al ong the 
linea that ure disc .1ssed when you tal~ted about your 
original eight, seven bi llion tax program, and tha t for 
those people whose incomes are lese than t hree thousand 
dollars, you have increased their tax, but not by income 
tax group, but Social Security group? 

MR. BLOUGH: That is roughly true. Below tnree thou­
sand dollars - and that level is not inflexible because 
it depends on the marital status to some extent - but 
below three thousand dollars, approximately, there i s no 
increase in the income tax proper. In fact , t here are 
some levels ~ere there is somewhat of a decrease, and 
lhe increase in tax at those levels - under three thousand 
dollars - is all increased employee pay- ro l l tax. 
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Between three thousand and, roughly, eight t?ou~and -
ten thousand - somewhere in that neighborhood - toe 1ncrease 
is combin ed - it is both the increased income tax and pay­
roll tax . But the pay- roll tax increase, of course , 
doe sn' t go on above three thousand dollars, so ~at is 
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below three thousand helps, but it doesn't really ha~e 
much effect on it . And f rom t here on up i t is. the 
schedule that was proposed before. 

Now, the reason that up to about eight or ten thou­
sand dollars it is a little l ower is this; that up to 
abo4t that level the personal exemption shift from a 
loy;ered personal exemption to the current personal exemp­
tion, makes some substantial difference . When you get 
to about that level the small change in personal exemp­
tion makes so little difference that it really drops 
out and is replaced by the somewhat higher Vic tory 
t ax - higher rate necessary to absorb the Victory tax . 

lin. LUBIN: l•hat happens to that group not subject 
to your six percent Social Security? Row about that 
first three thousand dollars? . 

Mk. BLOUGH: Any group which is free from the Social 
Security pay- roll tax would likewise be free under this 
proposal . They would pay whatever income tax was charged. 
They v1 ould not , of course, pay the employee pay-roll tax. 

YR. LUBIN : In other words, there is no increased 
tax for that gr oup on their f i rst three thousand dollars. 

Mh. BLOUGH: Tnat is correct. 

H .~.JR: Kr . McNutt , would you l ike to say a word on 
this - what your impression is? 

KR. licliUTT : Our feeling ia - fi rst of nll , 11e are 
supporting this Social Security program. We have felt 
that it should stand on its own feet. We recognize, of 
course, that it is a part of the taxpaying structure of 
this country, but if the l ine of clarification is made, 
and tha t part of the program ie sold on the basia of the 
benefit s to be deri~ed frau Social Security, we feel that 
it would be made much stronger. 

In other words, I f eel that it could be sold as 
such w1dle affecting your purpose u such and n?t ~s a 
part of a general program, becauee it ia a oont1n~g 
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tning and it should stand on its Ofm feet , ensure the 
betoefits that come from the benefi ts that go t o the tax­
pa,Y.e r hirr.self. 

I don ' t kllow whether Mr . Altmeyer Mnts t o add to 
lt , but that i s as si mply as I know how t o put it. 

n.!I. . JR: I will be reneat ing myself , but we u•e 
perfectly conscious of t na~ , and \18 t hink that it suould 
stand on its own feet , but you can't talk about Social 
$ecurity - we don ' t think here - and put it in a vacuum 
by itself, when you are talking about bow you are go ins 
to treat the people wi. th incomes of three thousand dollars 
or less . 

tlow, the thing - I realize I am less of a cheirman 
and more of a salesman today, but that is llhy I am sitting 
he re - I told ilandolph Paul he was too judicial for this 
mee ting today (laughter ), so I took the chair. 

Quite frankly, we have in mind the things we have 
talked about with the Army and the Navy, the question 
about what the impact is on these people who they are 
relying on to pt•oduce the munitions . 'ne have talked 
witn Labor - organized Labor. Organized Labor like s this. 
They are willing to pay the six percent . They didn ' t 
like the lowering of exemptions or increasing the taxes , 
but they will do this and do this thing cheerfully, and 
they will get behind this t hing publicly. 

So we f eel that for t hose people Y.ho are worrying 
about the spending pov.er of the people of t hree thousand 
dollars or less - Mr. Mc~utt doesn't ~ant me to t alk 
about an t i - inflation, but I still have t o talk about what 
they have t o spend - t his would do the job in a manner 
tha t they l'.ould like, which we he re th i nk is very i llll'ortant . 

MR. McNUTT: That is those who a re subject to the 
Soci al Securi ty act. 

H.Y.. JR: That i s right . 
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~u·. ~JcNUTT : As Mr . Lubin pointed out, t 1.ere is anotner 
group this doesn 't affect at all. 

li.R. LUBIN : We get out of paying t hat tax. 

H .~.JR : As a Federal employee? 

Mlt. IJJBIN : Yes . 

H.Y. Jlt: But you are paying five percent now and 
)'OU are a 'lihite-collared worker and you have had no in­
crease. 

bllt. PA!JL: Yr. Secretary, may 1--

H.M.JR: Do you ll"&nt to argue about that? (Laughter) 

:.rn. PAUL: !lr. Secretary, you spoke of t his plan 
having been discussed with labor. Some of the general 
ideas underlying the pl an have been discussed, but there 
has been no disct.:ssion of this specific plan v;ith labor, 
a.~<l I v.ould l ike to add that - I would like to suggest 
t o you that you suggest t o the •neeting that this precise plan 
hasn ' t been discussed wi t h anybody outsi<le this group, and 
that extreme care shoul d be taken that is i sn ' t discussed 
T.ith reporters or anybody el se who tells t nings to reporters, 
because I think it would be unfortunate to have it get 
abroad at this time . 

H.Y.JR: Well, I appreciate you are worried. After 
all , we are a!l here eitner as President ial appointees or 
representing Presidential appointees , and fihat I am trying 
to do now is - t hi s has got beyond just the 1reasury . ~e 
have an appointmen t early next week ' 'i th the President and 
he either wi!l accept or r eject it . That is, of course , 
I• is privilege . Inasmuch as this is something tnat I 
hope he is going t o take, I think t hat - I 111n sure t hat 
the group wi!l want to keep it in oonfi<leoce up to the 
l ime t hat he says . that this is somet hing he lik~s or 
throws it back and says, "Discuss it some mo re . 
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That was one of the reasons I was particularly 
anxious that people like J•Adge Jloserunan , Mr . Currie, 
and Mr . Lubin be li.ere because I lUll sure they will be 
consulted end I know that in the case of Judge Rosenman 
he has already interested himself in this . But I am 
~lad you sounded the word of caution . 

:.m. PAUL: At the last meeti ng there were twenty 
reporters outside the door. 
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H.!.l. JH: I don •t t hink there will be any this time. ;.• • 

:Lt. PAUL: I r.ould like to ask Wr. !JcNut t a question 
if no one else has any. 

As I understand your statement, you l'1ant to be very 
careful of the proper emphasis being put on Social Securi~ 
standing on its own feet , but you don ' t have any objection 
lo a joint consideration of both pa1•ts - the Social Security 
end the tax part of this - provided the Congressional 
CorMlittoe chairmen and leaders are v.illing to have it joint? 

t.m McNUTT: I think if you were to use the word 
"simul taneous" !'ather than "joint" pe1•haps it would ex­
press my feeling more clearly. I realize the fact that 
Wlless tuis i s done in the case of Social Security it 
r.Ul affect your whole structure. Therefore, it should 
be at the same t ime. But I ~ould hate to see, because 
of the future of Social Security - the soundness of that 
s~stem - Social ~ecurity tied into a ~eneral tax system 

-
as such. 

(Ur . Eccles entered the conference . ) 

UR. PAUL: But if it r.e re made clear that the tax-­

l.!R. McNUTT: If it is clear-cut, and tne Social 
Security side is considered on its OVIn merit, a1l well and 
60od . 

~. PAUL: It is ultimate separability that ~ou are 
intereated in, not precise time when each is cons1dered • 

• 
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).!Jt. McNUTT: That is r ight . It should be considered 
at the same t ime, I agree on that. 

MR. PAUL: I wanted t o ge t thtlt clear . 

Mk. FORkESTAL: What part of the nat ional income do 
you fibU re has been called the inflationary gap? · 

art . PAUL: I don' t know ~•at the inflationary gap 
is because I am not certain about military expendi tures 
nor about civilian goods. We tried to get into some of 
t.at last year. I am not certain what will be the 1944 
income, but i f you put your 1a44 income at a hundred and 
fi fty- five billion, say, and increased your present 
yield and t he yield of this bill to about fifty - shout 
l'lbere you r.ould come out - t 11at would leave a hundred 
t illion. There is twenty billion more - that is a hundred 
and fifty l ese hienty is a hundred and thirty, and a 
hundred and fifty-five less twenty is a hundred and thirty­
fi ve - place that aga in st, say, nlnety fo r goods - ci vilian 
~oods - and you have got forty. Then you have forty 
billion . Now, I don ' t know how much is saved there accord­
ing to our present pat tern. It is almost that . The gap 
is so:aewtlere around ten to twenty billion. 

There wi ll still be a gap, in other words, after this, 
~nless your military ex~ enditures come do~ and therefore 
:Jake your inco:ne coue down, or unless you.r ci viii an go?ds 
~o up. There will probably still be some gap after this 
lncreased tax prociram. 

H .~. JR: Mr . Currie , do you want to say somethin~Y 

1m. CUlWE : I don 't think so. 

H.!.!. JR: Does it int erest you at all ? 

MU. CURRIE: Very much. 

H. L! . JR: loell , say something. You can' t exclusively 
be in the foreign f ield. (Laughter) 
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~~. CURRIE: I would just like to ask a question 
following up what Mr. 1!cNutt eaid. The Sooial Securi t y 
part of the program will be placed in a aeparate bill 
altogethe r , would it? 

JAR. PAUL: The Wagner bill is before Congress now, 
yes. \le will try, I assume, to get the Ways and Means 
Co:runi ttee to take them up at t he same time, keeping 
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clear that they were - whi le integrated, the Social Security 
part of it would be a permanent thing and stand on its own 
feet and be acceftable for itself aa well as we will perhaps , ... 
minimize t he ant1- inflationary aapecta of the Social Security 
bill. 

UK. CURRIE: And in the bill contai ning these rate 
increases , pay-roll increases, would also be the benefi ts 
under the Wagner act? 

t~. PAUL: You would hardly be able to have the Wagner 
collections wi thout settling what were the benefits and 
the cove rage. 

H.!.I. JR: Judge R.osenl118.n , do you want t o ask a questi on 
or make some comments? 

JUOOE J{)SElflAN : No. 

H. :. JR: General Greenbaum, you said l ast time I didn' t 
ask you anything . (Laughter) 

Gal . GREENBAUM: That was all right . 

H.U.JR: How about this time? 

GEN . GREENBAUM: No collUilent . 

H.M. JR: Have you got a message it you are asle d? 

GEN. GREENBAUM: No, not today . 

H.~ . JR : Well , in fairness t o J.lisa Perkins, Mr. \lagga 
sent us a message last night on how abe felt an~ possib~y 
~r . Maggs would like to say what ei the r be or J.liss Perk10a 
fe els. 

.. 
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Mk. MAGGS: I talked to Miss Perkins. She is, of 
course , mainly interested in having Sooial Security ex­
panded. She feels tha t from the point of view of poli­
tics, that there is danger in sending it up this way -
the danger that it would militate against the adoption 
of Social Security now if this whole thing failed . 

H.M.JR: Mr. Taylor? 

Iolli. WA1NE TAYLOR: The Social Security aspect of it , 
I thi ole, is a very fortunate approach, md I don't think 
you can segregate the two aa completely aa Kr. Paul indi­
cates, because it immediately gets into purchasing power 
and where you are siphoning off. 

I would say it ought to be present ed together with 
definite emphasis on what it doea to siphoning off income . 

~· McNUTT: I made the suggestion the other day that 
by arrangement with the chairmen of the committees con­
cerned and the leaders of the oommittees , that they could 
consider this at the same time, reoognizine that it is a 
part of the financial picture . 

lilt. UJBIN : Mr. Secretary, would it be amiss to 
make a auggestion? Ia it possible to present al ter­
native pictures? In other words , "Here ia what the 
picture would look like ifJou did it this way. Now, 
1f you don ' t pass the Soci Security act, we 11·ant you 
to pass the other bill, which we need - the eight point 
seven billion from personal incomes. Here is the way to 
get i t. how, you can do it this way, but if you.prefer 
you can do it through the Social Security route . 

H.M.Jk: That is perfectly possible. As I say, again , 
this is a hope . But I was encouraged by the President to 
continue this thing. I am hoping that he will do some­
thing with this on the home front ae he did for the 
soldiers on the postwar basis, as it seems to me that 
this approachee that . It may not do everything, but 
still, it i s an approach. 
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We have been al l t hrough the di smissal wage, as I 
am sure you have . I t i s very difficul t . Af ter going 
all through the thing, it seems to us here in the Treasury 
that the :;>ocial Secur i ty program of unemployment i s the 
best approach on the postwar basis. 

As I say, I don' t know, v;hen the President sees it 
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in black and white, how he will like i t , but I was encouraged. 
I f he was going to do i t, my own advice would be that be 
do it in a positive way, without alternatives . But on the ,. 
otner band, be might like it. ' '"' 

I felt that if ne would do it just the way he did 
ni th the returning sol diers - this i s a definite program 
and a definite reco~endation - but as I say, I am sure 
that he wii l consult l ot s of people . I hope he will . 
Sut we simply felt that we would much rather have a definite 
reoo,lll!lendation . I don ' t know how be f eeu. If he wants 
alternatives, i t i s easy enough to give them to him and 
Coneress m~y - of course, we are not fooling our selves 
here . I mean , every time we have gone to Mr. Doughten be 
has alwa;rs said, "Which do you want - a Social Security 
pro.;rWll or a t ax program? I can' t give you both. Now, 
lf you \\ant a tax bill you had better take it; if ;you 
want a Social Security bill, I can't give ;you a tax bil l 
thia year. " 

That is woy v;e have tried to l>eave them together, quite 
frankly, to make it difficult for b.im, because he nas 
stalled the Administration so long now on Social Securit ;y. 
'h have tried to weave thea together lbe tnat so tnat 
~!r. Doughten would have to consider them both and mo!e for­
ward on both fronts. Now, if we separate tbem, be wl l l 
stall on one or t he other; I don ' t know whi ch. 

I don ' t Know whether I have ans~ered you, but at l east 
it gives you some of the reasons why we have tried t o weave 
the two together . I know the Social Security people don ' t 
particularly like i t. They would like to stand on their 
own .feet . But without offense t o anybod;y, standing on 
thei r own feet the;y haven't been able to get ver;y far on 
account of Ur. Dought en. 
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!Alt. McNUTT: !lis conventional answer has been, "llo 
Social Security legislation until after the tax bil l is 
out of the way. " He has said that at least a dozen times 
that I can remember , 

down 
tive 

~L'l. ALTMEYER : i.!ay I say a word, please? 

ri .JJ . JR: Just because I am positive, don 't let me 
anybody . I just feel that socebody has to be posi­
ab'out t his, so talk right up, please , 

!.l.t. ALTdEYER: As I understand it, from the st and­
point of the Treasury you had, real l y, t~ alternatives 
so far aa the relationship between Social Secur ity and 
~our tax progr~ i s concerned, You could have presented 
you r eight point seven billion dollar Individual income 
tax program, and couid have said, "This would need to be 
adjusted appropriately in the event that you enact Social 
3ecurlty l egislation, placing an additional burden upon 
t he lower income groups,• or you could take the second 
approach which Mr. Blough has outlined and which I am 
assuming you favor, and that is to adjust your individual 
income tax schedules u~on the assumption that you are 
going to get a ~ocial Security program costing employees 
six percent. 
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Now, that assumption ia a large assumption because as 
so~eone recarked at the very outset, you can' t just - tbe 
President can' t just say to Congress, "I bel ieve you sLould 
enact a Social Security program cost ing employees six 
percent , " because Social ~ecurity in the minds of people 
consists of the benefits afforded, and the costs are 
necessa17 results . So when you get into a consioe:ation 
of Social Secur ity you are gett ing into consio!eratlo~ of 
the benefits to be provided, how they are to be provlded, 
and rou are getting into some very explosive situations -
lv:o n part icular, One is States' r ight a, because the 
Wa~;ner bill pro~oses· to convert the :>tate Unemployment 
Insurance laws 1nto one national Unemployment Inaur~oe 
law as a part of a combined integrated over-al l soc1al 
iosut•ance system. · 
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Secondly, that combined social insurance systel:l would 
include , as a very important part , health insurance; and 
health insurance, as you know, is not looked upon yet with 
favol' by the American Medical J<ssociation, or at lealt the 
hierarchy - the 'pol itical hierarchy then of. 

So if the President decides to send up two programs 
Y1rapped together in a package, aa you put lt, he ought to 
understand t hat Social Security is not something that 
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Congress is going to be converted to and enact over night. 
I think it will be a long-drawn-out discussion, not to ,, • 
say bat tle, before we get anything by way of an expanded 
$0cial ~ecurity program. 

I would like to feel very optimistic because it is 
close t o my heart, but as I see ihe realities, it is some­
thing that we won't get over night. So tbe ne t result 
wil l probably be that you will not get ~ore than you ask 
fo r - three billion dollars - and tbere will be an extended 
di scussion of Social ~ecurity lasting over until next year 
sometime , probably. 

Now, my main concern - and. I e•dorse what Governor 
McNutt says - is that we present the ps•ogram in such s 
way that it is made clear that ~ocial Security is some­
t r•i ng that is desirable in and e! itself. 

True, it has these other advantages that I have pointed 
out to various peo~le in the room, of anti- inflation, 
and helps in the financing of the ~ar costs, and because 
it has those other things, it should be all the mer e de­
sirable. 

But the enemies of Social Security have always seized 
upon any discussion of anti- inflation or financing of 
the war, to discredit a Social Security pr•ogram which is 
sound in and of itself. 

And tbat is the thing that worries ua, that they dis­
tort your arguments in such a way as to throw doubt upon 
your bona fides in presenting Social ~ecurity in connec­
t ion with a tax program. 
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H. ll. JR: I can't argue with you. I think neqthi~~g 
that you aay ia right, and I am perfectl¥ willing to 
point out the dittfcultiea to the President. But it 
we went up 'IIi th a011e ldnd of a tax bill and Douih ton 
said the uaual thing to me, ~lob do you want? and 
I aaid, "I want the tax bill first,• the ohancea are you 
will not get a Social Security bill or even get it con­
sidered during Kr. Roosevelt' a third term. 
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Now, again weiibing the fact aa between placing the 
burden on people below three thousand, which we would han 
to - the increased burden - it we presented an all around 
tax bill, and tiling this bu!'den in a form which they would 
get benefits fran, we here came to thia conclusion . 

Now, matbe I em baing a little atarr1- •7ed about it, 
end I am perfectly willing to be accused of being a litt le 
starry- eyed about it , but the final decision will baTe 

to be Mr. Roosevelt 's. But left to me, myself, I would 
much rather go down and be defeated on this kind of a 
program which I can honestly defend and would rather 
enjoy being a rart of preaenttng - i would like once to 
preaent a<111eth 11g that I dido t han to trim my aaila 
on - and not a011ething juat because it waa something 7ou 
could get through. He baa to decide that, 

But I personally by the end of this term would like 
to present aoaething that baa got a good outlook and baa 
all theae pointe, aa I aay; and I would rather feel it 
waa aort of an honor to be defeated on a thing like t his. 
fut again, Kr. Rooaenlt will han, naturally, the final 
aay, and I am aura tba t there will be plent7 of people 
who will point out the difficulti ea on the Hill, and he 
l a going to have to weigh them all. 

When he gets through he will aay, "I like 70ur 
package,• or, "I don't like tour facka ge,• but I can 
honaatl7 present it to him and po nt out all the things 
70u aa7, Paul will be there. .&nd after all, the people 
here are - there are three people here fran the ~bite 
House who han all got minda of their own and who can 
prennt to Kr. Roosevelt the difflcultha it we should . 
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overlook any. But having weighed all the difficulties, I 
still think that we in the TreaaurT should present thia 
package to him. 

MR. HINRICHS: Mr. SecretarT, there might have been 
an al ternative waT or putting thie up, which I auppoae 
should be considered. I wondered wbT fOU thought thia waa 
the better W&f• 

You aight han put up TOUr or iginal progr .. with &liT 
inoreue in Social Securi tT tnt~ aa aaaething which aigbt 
be deducted when, aa, and if this propoaal - if Social 
SeouritT does not go throuib. It would ahow the need for 
additional funds which would then probablY be supplied 
under the sales tax foMDula aa the moat lllcelT substitute. 

Now, waa thia the alternative of TOUr achedule "W, • 
with the deduction of a07 increase in Social Securitf 
taxeai and if eo, whf ia this politicallT the strongest 
foMDu a? 

H.M.JR: Paul, do you want to anawer that or not? 

MR. PAUL: I am aorrf , I didn't get it. 

H.K. JR: Do TOU aind stating it again? 

MR. HDfRICHS: Did TOU consider aetting up schedule 
•w• and then aaking proviaion that 1DJ increase in Social 
Seourit1 tax•• should be deductible traa the amounts due 
under aohedule "W"? 

MR. PAUL: That baa been one of the alternatives we 
han had in aind. 

MR, HINRICHS : Ylh7 does this n• politicallT stronger? 
Because if Social SecuritT tall• bf the •11side under thia 
bill, it would se .. that TOU might be verT litel1 to get 
ten percent sales tax with certain basic ex .. ptiona as the 
alternative of Tour straight line; and the sales tax of 
ten percent and a Social SeouritT tax are two entirelT 
different things tram the labor point of view. 

1 
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MR. PAUL: That ia right, but there ie the question 
largely ot atratagr; i t JOU present this thing and soma 
alternative JOU weaken the intenait7 with which JOU are 
presenting this thing. You are apt to push Social Securit7 
oft the map f rom the strategical standpoint. 

MR. HINRICHS: It the Preaident ware presenting a 
Social Seouri ty pr ogram, would it in tact appear as an 
alternativeY ~hat ie, t he basic l aw would still enact 
7our echedule -w.• 

MR. PAUL: You would be aaaantiallT aering to Congreaa, 
"Let' s impose additional incoae taxes. iben, as, and it 
Social Security ooaes, we will give credit for it .• I think 
a lot ot people would feel - a lot of people in the low 
brackets would then feel that the7 were being given the 
run-around; and ultimahlT they would get Social SecuritJ, 
and in the aeantiae get incoae taxes without &DJ benefits. 

MR. MAGGS: Kight that not generate great emphaei s 
on the Congress to enact thatf 

MR. PAUL: On the other hand, JOU can look at it 
froa the standpoint of the war effort . If these increased 
taxes go through and Social Securit7 ie delered, a lot of 
people in the war factories are going to resent it. TheJ 
are going to aer, 1 Thia ie just another postponement of 
giving us the benefits; in the meantime we got soaked with 
the taxn . 1 

MR. HINRICHS: It Social SeouritJ talla by the •7side, 
would JOU feel that it was possible to go in with schedule 
~·or with the proposals - would there be acme new tax, 
probably aales tax, to come in to fill the gap? 

MR. PAUL: If 70u were absolutely knocked out cold on 
Social Securit7, JOU would have to submit some alternative 
tax progra111 w~tever it might be, with Social Security 
credits, or' some other form of credits, something designed 
to ease the impact in the hardship cases in the lower 
brackets. 

, ... 
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The point I think the Seoretar, bad in mind waa not 
to oroaa that bridge until we came to it. You would 
certain!¥ ban to be ready f or lDT kind of a contingancT, 
but J OU woulan•t ban to be quite eo ready u if 7ou 
discussed the whole matter with Congressional l eadera 
and bad gotten aome agreaaent on aort of a joint conaider­
ation. UltimatelT tbe whole thing would be paaaed at 
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once or it wouldn ' t be. If it were, 10u wouldn't baTe to 
proTide for a credit. I! it isn't passed at once 10u 
would probabl7 baTe to haTe something of the anti- inflationarJ 
effect, some reooglli tion of future Social Securit7 pq-roll • 
taxas. .._ 

KR. LUBIN: But, as a matter of fact, 10u are ganbling 
with three billion dollars. In other words1 if 70u get 
Social Securit1 70U are going to get three Dillion more 
in income. If rou don 't get it, 1ou baTe loat that amount. 
Whereas, under r our other sjst.a--

MR. PAUL: It ia not Terr likel1 that 70u would get 
that three billion dollars in this schedule without Social 
Securit7 - without some change in the lower brackets. 

Congress would neTer enact just the income tax phase 
of this schedule because it would feel that the lower 
brackets were not being au!ficientl7 taxed. There could -
and that income tax schedule wi thout the Social Securit7 
aspect of it would be subject to some criticiam on the 
anti-inflationarJ point; it wouldn ' t be adequate in the 
place where the moner i s. 

H.M. JR: Kr. ll!l.ckard? 

KR. WICKARD: I don't bel ieTe I want to express mfeelf. 
That baa quite a little appeal to me . I thlnk we poaitiTelr 
ought to do something to drain off some of the excess 
purcbaalng power and I think i t i a sort of e matter of 
strategJ iDTolTe~ rather than the objectiTe atrategy in 
point of what would be the beat fraa the standpoint of 
Social Securitr as well as how we get Congress to react 
to the whole tax program. 

Regraded Unclassified



- 24 -

H.K.JR: You know, in the Wagner Bill they include 
all fa !'Iller a, 

WR. WICKARD: I wanted to ealc that question as to 
how they get at the faraer a, 
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KR. AL~ER: Under the Wagner Bill self- employed 
are included, aa well ae the employed, for old-age retire­
ment, for death, for permanent disability, for medical 
care of all kinds, and the selt-•ployed would pay seven 
perce.nt for that part of Social Security, They wouldn • t ,~ 

be insured for unemployaent because there wouldn' t be any • 
employer-employee relationship, and they wouldn't be insured 
for tsnporary wage loss due to siolcneea, because you couldn 't 
establish what the wage loss was, But they would be 
insured for all the rest of the program . 

WR. YIICK!RD: Who are the aelf-•ployed? .ll'e tenanh 
and share-croppers self- employed? 

WR. ALTYEYER: You answer that one. (Laughter) 

KR. VnCKARD: Would there be a pay-roll deduction for 
wage banda, for instance? 

WR, !LTYEYER: Yea, there would be, to be collected 
from the employer. There would be the usual deduction, 
fifty-fifty f r om the fal'lll hand and f rom the employer, 
The «nployer himself would alao be insured for those 
phases that I juat aentioned, 

WR. WICKARD: Frca that standpoint I think that there 
ie something to be gained i f we can get acceptance, but 
you know how they - the bloc - reacts to those things 
someti111ee, 

I always haYe the feeling that there ought to be 
more definitely a Social Security benefit for low-inccae 
people in agriculture . Thet 1a a:r own personal 'fiew; and 
if we don't run againat - it h a utter of strategy - it 
we don ' t run into a bl oc that lnaiats that t his ia extend­
ing a lot of things they don't want to be extended to 
fal'll labor, perhapa it would be all right. 
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H.M. JR: l!r. Colm, do JOU want to say something? 

I!R. COLI!: No, thank you. 

H.W.JR: Does your silence mean approval? 

MR. COLI!: It doesn ' t mean anything, Wr . Secretary. 
{Laughter) 

H.W.JR: How about SEC? 

KR. PURCEU.: I hann' t any particular suggestions 
to aake, Mr. Secretary. I think, personally, the idea o! 
Social Securi ty tax increases appeals to ae because, as 
baa been pointed out, it serTta beat to cushion the post­
war aspects of the econaay. I think that .goes without 
saying. 

I think this lest suggestion that was made as to an 
alternative presentation, presenting your schedule ~· and 
providing for offsets for any increases in the Social 
Securi ty program, might have an additional advantage to 
thoae pointed out from what you orifinally aaid, in that 
you would have the labor groups beh nd it, which I should 
think ~le it waa in committee might be pressing to see 
to i t that those increaeed Social Security schedules were 
adopte4_ln order to avoid a more attractive tax baae for 
the lowll" inc<llle groups. However, there •"! be mechanical 
and political considerations which outweigh that. 

KR. GILBERf: Mr. Secreta1'7, ia it the correct under­
standing that part o! this increase i a the tax on the 
cplo7er? 
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MR. PAUL: fhat ia right. That ia the groaa tax. 

KR, GILBERT: I wonder if it ie advieable to irapoat 
that inoreaee at the present time in view of the tact 
that a ponible price adjustment will be neoeaaery and the 
faot that a good bit of it comes out ot income taxes anyway. 

KR. PAULs It would be deductible !or purposea of 
the corporate inccae tax which would aean that the billion 
five would be subatantiaily increased tor the net iapaot. 
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WR. GILBERT: Would the net iapect be eo low that b 
tbe t ime you start to readjust prices, which JOU would 1 
have to do in a good many cases, the net inflationar1 effect might be greater and withdraw the purchasing power 
you would get - I mean, in Yiaw of the roughness with 
which such oaloulatione auat be aade9 

WR. PAUL: If you could tall ua aore about that - I 
shouldn't think that that particular tax would occaeion 
too great a readjuetaent of prices. • 

WR. GILBERT: I don 't know the a newer, but I would 
suspect that you would get an awful lot of applications 
for price increases. 

KR. LUBIN: In all your fixed-fee contracts - I refer 
to General Greenbaum's inforaation on that- I imagine 
that it automa tically means an increase in the coat to 
the Government - this extra t ax upon the employer -
wouldn't it? 

GEN: GREENBAUM: On contracts thereaf ter made, 1es, 
but not on existing contracts. 

MR. PAUL: On the existing contracts it aight enter 
into renegotiation? 

GEN. GREENBAllll: Indirectly by allowing a cradi t on 
renegotiation for axiating contracts, yea. 

MR. LOBIN: I aa thinki.ng of fixed-fee contracts. 

GEN. GREENB.Allll: You mean coat-plus? 

MR. LUBIN: Those would all autoaatically be stepped 
up so it would wash out eome of the increased taxes. 
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MR. PAUL: Of oouree fOU would have to take that 
corporate burden, too, in relation to the other income tax -
increased corporate burden. 

MR. LUBIN: This isn't a corporate burden. 
the Gover1111ent pays all the costa and gins the 
a fixed fee for hie aerYices. 

I aean, 
•ployer 
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MR. P!UL: It does in those particular contracts 
but thie tax would be epread among all the corporatio~a 
and you couldn't - JOU would haya to relate your total ' 
increased corporate burden in places where there weren't 
Government contracts. However, the corporate figures 
are such now that one doesn't have to worr1 too much 
except at the angle from which you are tal king. 

H.W.JR: Ia somebody here from the Department of 
Justice? 

MR. KEY: Yea. 

H.W.JR: Would you care to "·1 aD)'thing? 

MR. KEY: No, I wouldn't care to sa7 anything. 

H .~.JR: How about OP! - are they represented? I 
don ' t see Dick Gilbert here toda7. 

L!R, PAUL: He waa coming. 

H.M.JR: ILr. Kuzneta f'ram WPB? 

llR. KUZNETS: I have no cCIIIlllente to !llake. 

H.K.JR: How about Mr. Eccles? 

MR. ECCLES: I was lata and aiaeed the first part 
of the diecuuion on this. The whole idea ia somewhat 
new. I haven' t bad a chance to consider it either fraa 
a technical standpoint or from a standpoint of the psT­
chology of it. 

I might sa1- rather extaaporaneousl7,without much 
thought - i t i a ay impression however that t hia, t o 
include thie Social Securi t1 wi th the general tax program, 
is likel1 to jeopardize the entire tax program, certainlT 
dela7 it - dela7Jetting an enactment. ind whatever ~inall7 
ccmee out of it gbt wall be a hodgepodge of comprom1sea. 
I would like to eee a real Social Security program gotten 
through, because I think it hae - it ie ver7 desirable 

-
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froa an econaaic and a social atandpoint, looking to the 
post-war world. I would llka to ••• it gotten through 
if possible, on ita own merita, not as a part of the t~x 
picture. Kaybe that isn't possible . 

I aa conacioue of the opposition to an increased 
inoaae tax on the lower income group, that ia, thoee 
getting an income up to three thouaand dollars; and I 
agree that you won ' t get a sufficient tax to get you 
the eight billion that is proposed fraa the group that you 
should get it from, except if one of two thi.ngs is accept­
able: it Congress is willing to do, of course, the 
Social Security program, which, in effect, means a fora 
of benefit that they are getting. I think the other 
would have to came in a peat-war credit - either one or 
the other. 

I belieTe that you ~y find that the latter would 
be more closely related to the tax program in the minds 
of Congreeamen and mere likely ac.ceptable than would the 
Social Security fonn of benefit. 

There is this feature about Social Security that 
Kr . iltaeyer raised, th~ae various controversial aspecta 
of the problea aeide fr011 i te rnenue-producing feature, 
that might wall delay, aa I say, the whole tax progru. 
~ben you begin to taka awaf fraa the States what they now 
haTe, you are going to gat into a lot of oiffi cultiee and 
a lot of delaT•• I U.T be entirel.7 wrong. 

is I aaid, those are just m1 observations ae I haTe 
listened here since I CUlt into the room. The idea waa 
entirely new. Upon further study and discussion and 
understanding of it, I may baTt some different views. I 
would like to think of it further, and, if I m&f, aubait 
a mamorend1111. 

H.W.JR: I would appreciate i t. 

If anybody else would like to su~it a memorand~, 
we would ba very pleased to get it, if we could get 1t 
not later than }(cndaf. 

1 
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Does &nTbodl haTe any afterthougbte? 

I thank you for coming. 

• 
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HMJr: 

Brenden 
Bracken: 

HHJr: 

8: 

HHJr: 

8: 

HXJr: 

8: 

KMJr: 

B: 

KMJr: 

B: 

Rl!Jr: 

8 : 

KMJr: 

B: 

l!MJr: 

B: 

HKJr: 

B: 

Hello. 

Henry' 

Xee. 

How are you? 

How do you do? 

I'm glad to be i n your town again. 

September 2, 194) 
5:~7 p. m. 

lfell, it 1 e nice to hear your voice, Brenden. 

I thought ot coming in to aee you tomorrow about 
12:00 o'clock it it aui t e you. 
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lfell, here ie m,y ei tuation. I have aaked Mr . Churchill 
whether he wouldn 1 t buy a wa r bond trom ue. 

tee, he certainly ought to and help you in that way. 

And we wanted to take a moving picture ot it. 

Yeah. 

lfe wanted to do it down at the Navy Gun Plant here in 
Waahington in tront ot a big 16• gun. 

Henry, I 1 ve plenty or time on Saturday. Are you 
going to be her e on Saturdayf 

Unfortunately, not. 

What's your beat time to.orrovt 

lfell, my - I vae going to go away unleee Mr. Churchill 
vu going to dO th1e. 

I'm sur e he ' ll do it tor you. 

Are you all tied up tomorrow? 

No, I ' ve got - I 've - yeah, I'm tied up, alas , to r 
lunch, and I've got a rev other - some appointment• 
in the afternoon. 
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JlliJr: Uh - pending thla other, 1e 10:15 - would that . • .. 

8: Tha t will do me all right. 

!IMJr: Well, could I leave it thia way . •.• 

8: It you've got th11 other thing on •..• 

!II!Jr: Yea. 

8 : . . •. leave it like that •• . . 

KKJr: l eah. 

8: 

HMJr: 

8 : 

KKJr: 

8 : 

!!MJr: 

8 : 

!!MJr: 

8: 

HMJr: 

8 : 

Hl!Jr: 

B: 

HMJr: 

B: 

. . .• and go ahead With that becauee that' a a very 
wlae a nd desirable thing to do , bu t if not let me 
know l n the morning, and •••. 

Yea- l et me see - if you don't hear from me again, 
I'll l ook forward to aeaing you at 10:15. 

'lba t 1 a right. 

It Mr. Churchill l eta me kno w he' a going to do thia, 
I 'll get i n touch with you through the Embassy? 

You can get in touch with me- I'm staying at the 
Statler Hotel. 

Statler' 

That' a rlgln . 

All right. 

You'll get me ••.. 

I 'd l ove to see you. 

And I'm looking t orward to aeelng you. 

How l ong are you going t o be in the coun try' 

I 'm going away - I ' m going away on Sunday. 

Oh - well, the t' a too bad. 

But I wouldn't pass thr ough the town witnout seeing 
you. 
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HMJr: No. 

8: Or at an:r rate, taU.1ng t o you. 

KMJr: Well, I didn't know how t o get hold Of )'OU. 

8: Xeah. 

KMJr: Well, I ' ll 
111orn1ng. 

look t orward anyway until to111orrow 

8 : h ah. All r1ght , Henr;r. 

HMJ r : 'lllank )'OU. 

• 8: R1ghto . 
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Doar J.:r. Saltht 

I haTe rt~tattd tht D!P&rtm.nt at Labor t o make ap• 
plication to 7011 f or fundi for tht purpolt at en&bling 
the nureau of Labor St&tiat1ca t o at.kt a tiiM'eT ot the 
incac.e, apending1 and aaTlng of a aample of about 3600 
twliea durin& the third quarter of 19~. The llureau at 
Labor St&tlat1ca would conduct the eurv•:r 1n urban rti;iona, 
and would utiliat the aervicea of the Bureau of Hoce 
lconoclca, Department at Agri culture, i n rural artu. 

1 ~writing tbla lettur to urge that the Dopartmsnt 
of Labor ' • appli cation be &iven faTorable oonaid~ration, 
~~ tho reaulta of the propoaed aurvey are eaaent ial to 
the Treasury Dopartl:ent. 

I truat the funda can be u.de uallable proaptly 
! roo the Preaident '• Emergency Fund. I understand that 
the aaount need•d tor thla atud¥ ot the third quartor ia 
approximatelf $2001000. 

The Troaaury Oti)art:cent 11 conatantlf contronhd with 
the neceaait7 ot making polioy deciaione involving ~ 
bllliona of doll&ra in Which t he iaiUe turna largely upon 
the d1atribut1CIIl at inco::.e b7 incO!le claaaee, upon recent 
chan&ea 1n the lncoaes Of indiTiduala and f~ly croupa, 
upon the kinda ot thiaga t h4t people in the different in­
come groupa ar• aptDdin& thei r aoney on, and upon the 
&!!!Ount of a&l'inga 1n different inc0.18 groupa Md hcr.1 thoG8 
savi nga are being held or inveatad. You will r eadily 
appreciate that the 1:10re abundant and the more accurate 
tho available 1ntoraation of thiD type, tho bet tor will 
be our decialCIIll with reapect t o tax polio)' and t o tht 
Ql t boa. ot .... boi'I'OidDg. 

The iaau11 Jut 4eaor1bed aro ao large and ao vi tal 
to the nltare of the oount1'7 tbat I feel that 1 would be 
doing leaa than _, tull aut7 i f I neglect ed any aethod of 
aeouring the ra,uired information at reaaonabl • expenae. 
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In the pre ~tnt o•::a it , .. u to • that the Bureau ot 
LAbor Statittiot the Bureau ot Haaa Econaaiut are 
both exceptionally tilted to obtain the i nformation re­
qul rod and, becauae of previoua work which they have 
done ln the field, they are in a poaition to go forward 
without dell¥• 

I underatand that de!icieno7 tundt will lhortly be 
requested to place thla aurvey on a cont inuing bat i a, 
aeckrln& i ntoruation for the fourth quarter and auoceed­
ln& perlodt. I ehould like to urge that auoh defi ci ency 
raqueata alao be given your favorable conaidtration as 
I Lelieve that a continulnc aurvey 1• deti nlt aly no6dod 
tor the ye~·by-year formulation or aound tiaoal policy. 

Sinctrel.¥, 

... I) .. " ..... ~. 0 Jt 

Honorable Harold D. Saith 
Dlrtotor, Bureau ot tho Budget 
hxacutive ottioat o! the Preeldent 
•. uhllliton, D. c. 
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SEP 2 1943 

.......... a. ... ~· 
1 oa ••loalaC " oow ot ., la\"'1' of \Ida <Ia"'• 

&441'e .... \o u.. D1:rM\or ot u.. a.ar- ot \lle -.q.,, 
v pac IWI ta'IOI'eb~• _,.i.tlel'&\ioa ot .....,.. u \e lie 
ouba!.\""' II)' Ula Depe.r-.\ ot Laloel' tor ~ wt\ll 1lh1ala 
\0 e...N4\ " • ......, ot u.. 1ac-, rpee•uc, ...s ... '11111 
of " ci.., ....a..r ot tuillea <lur'lal \l,e Ulinl qMI'\el' ot 
194) ....S _...uac pel'loda • 

... ~ .... 1 ooa ~~aaw, u .. -uu w \lie 
~ ~\ ia \he foral&U• ot \all ~ 
ud Mtlle<la of """ bo.......nq. !1M ,,........, wW lie 
plaua<l \0 ... ou\ \lle ottlclala ot 7wr De,P<I,_, wU.b 
\be ..,. .. ot ob\O.I.alaC approftl ot Ul1o ~\ pn~"'' 

liaMnq, 

IR hlo ,..,._ fertdu, 
..... ~ ot LAI>ar, 
~. J), c. 

CI\StjC 
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llr. SUlll'fiiD 
Jlr,Paul 

seoretar7 Moraenthau 

L 

7leaee read -r pre.. oonferenoe on at.aa, tali the 
.. tter oYer, and &l•e me a reooa.endat1on aa t o Whether 
there h 11111th1n& the ~ury •hould do, or Whether 
there h •-thln& ooo!rhs ill the Wll1 ot a eu'bpoaa 
that I do not !mow about. 

Ae I reaea'ber it, Sullhaa nw Oeorce 011 th1• 
•ubjeot. 

In an7 e'fent, set tosether 11114 si'fe .. a reo~ 
men4at1on. 
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llp\elber 2. 1,_3 

Dear Kr . 1\ul 

fbl1 11 \o aokaowlldl• roar letter of •-ra• t 31 
19'-3 \o UDder Seoretarp Bell, reepeoUq 1eoUon 501i 
of \u Inhnal •••••• Code. 

I ga\ber fro• roar le\\er \a&\ 1laoe \be .. \erlal 
you reque1\ld fre. \be a. .. t•• loaer ef Ia\eraal ae.­
enue uacler da\1 If hlp 114, ltll3 ... .U.1Ued \o 1ft 
on Aup1\ 30 191f3 \bfMIIl Uader l eore\UJ Bell u 
Aottnc aeere\ar{t rea reel \bat \be •'•'•'• bat "' 
b .. D hllp eo.p 14 wUia. J .. .a u \H lllfonaUoe 
wblcb .., \a.1 \r .... l\\ld \o ,.. 11 \lae 1nter .. \loa 
wbtcla \lae Oe•leeloaer ...SUed \o .. and wlalol be 
would llaYe f•rale~ 41rea\lJ \o ro•. \be dlfrtoul\p 
lUI\ ar111 .. relF froa \be aaaaer ef ·l\1 \ru1al11loD 
\o you. 

•• bell ... \a&\ tae ••P'er of \raaeal11loD adop\ld 
... , aa a .. ,,,, of prooldare, be\\er ooordlaa\ld 
w1\a \be ~,,-.,, .... da\lee aid , ... ,loa or , .. 
Prtlld•\ If \M DllUid I t&t• u Calef h iGIIUYI 
wl\ll rt8111n te tlae .... led• or •'•rial \o "' 
Coape11 .... JIU\ If \be htnUWI l naO Of \Ill 
OoYera:l:'· , .. are of eo.r••· aware of \be ••111•• 
ot pre All ,..., ... ,,

1 
tile oplalona of \le A\\OrotJ 

G••~':f.::'"'' or ao.,r•llo .. l o..1u .... \be 
Oolrt 1 • ..e \lae •t ... of \be \ 11\ Yrl\era ta 
\lh r • • lliU'lJ .ndllelalftll \be dU\J of , .. 
Pr~tlden\ l. aterilllll wlle\ber \be cllnlreao• of nell 
a\erlal la ... ,,., to \Ill pabllo la\lre1\ . In ,.._ 
••erahe of ..- a\r tae Prelld•' • J ao\ Uroqll 
\ be lllaa of tile b1•t1.,. Depar\aen\1 . 
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Blnoe 1\ 11 \-e .a\erlal aDd ita ao\ .. 1 ul\laa\e 

\ranaalaaton wllol are tapor\an\, ra\aer ,.._ \ll 
eechanloa of auol \r .... taaloa, •• dld no\ belt••• 
taat tle .... ,, of \raa .. laatoa would aee\ wl\h aD1 
obJeo\toa. In ••••• low•••r. of yoar ooaoera wt\l 
\De .. ohaaloa of \rana•leeloa, I bawe dtreoted tae 
Coaatealoner of Ia\enal R•••aae \o eead dtreo\ly 
to 1011 \ae tntor.aUoa JW KYI req~aea\ecl ao \lla\ 
\here will be DO 008\ro•eray wK\toiYir wlta reapeo\ 
\o \1111 IIOUOD, 

I .. , .. wl\l ro- \la\ all our effor\a alould 
be dlreoted \o \ll dlffloul' fleoal probleaa \la\ 
race ua and u tur\uruoe of CNr dlllre \o ooopera\1 
with the Joln\ 06111\t" \o \ll fullea\ 11ten\ \he 
Coatlllloaer aDd I alaall be lappy to oonUmll \o 
eupply all ~proprla\e laforaa\lon dealred by tle 
Ooul\\11, 

Blaoerely youra, ....... , .. ,.,,. IRs I) a 

Oolla r. hu1 111,. 
hllf of IWI' 
Jola\ 01 tt\M • lnenal 

Rn ... tuaU• 
tuht••••· D, a. 

SSSurrey :Mr 
9-2-~3 

Seere\ary or tbe Treuury 

n a I 
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Septemb6r 2, 1943 
My dear Mr. HelYering: 

I bel ieYe i t dteirabl e to h&Yt a clear unrtorstand­
· n~ aR to t he orocedure t o be followed with respect to 
r e ~ue~ te by the J oint Co••ittee on Internal ReYenue 
Taxation or the Chief of Staff of euoh Co•aittee under 
eeotlon 5012 or the Interna l ReYenue Code . Under tbe 
Constitution tne duties and function of the Pretidtnt 
requ ire that he , or tbe head of an KxeoutlYe Depart­
a~nt actin~ fo r hi•, dtterslne whether the dlYUl gence 
of ~ny aaterl~l eo requeeted would be contrary t o the 
rubl l c int ereet. In order t~'t we act tn conforatty 
•ith thi P conet\tuttonal requl reaent, it wil l be nec­
ePeary that any aaterial ehould fir st be sent to ae 
ao th~t 1 can •~kft tne neoeeeary determination for t he 
PreRldent. Unleee I det eret ne, ln euch cap&etty, t hat 
to dl vulge euch • t erl a.l woul rt be contrary to the 
public Interet\ I ebal l nroeptly ret urn tne ~aterlal 
to you eo that you aay send it to the Joint Coamittee 
or the Chief of St aff. Til l e procedure, I bel 1eYe, 
need not be followed wi t h re1peot to r~quest• for 
atatletioa.l inforantion tll~t in your opinion do not 
ral ~e any queetion ae t o the propriety of its divul­
Fence. 

I aa eendlng a siailar letter to the A111etant 
~~n~ral Couaeel for the Bur1au of Internal eYenue. 

Si ncerely your s , 

' ; h . 

Secret ary Of the Treasury 

Honorable Guy T. BelYertng 
Coaal ee ioner of Internal neYenue 
la,.hl~ton , D. 0. 

SSSurrey:hdr 
9- ?- 11 ~ 

1 77~ 

• . . 
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Septeaber 2. 19~3 

Dear Mr. • enchel: 

1 beliewe it deeirable to hawe a clear underetand­
inR as to the procedure to be fol lowed wltb respect t o 
requeet1 by t be Joint Oo .. i\tee on lnurnal Revenue 
Taxation or the Chief of St aff of eucb Coaatt t ee under 
~ectton 5012 of the Internal Rewenue Code. Under tbe 
Constitution the dutlee and function or tne Preetdent 
requi r e tnat he. or the head or an r.xecuttwe Depart­
ment acting for hta. deteralne whether tne dtwulgence 
of any aaterta l 80 requested would be contrary to the 
rub l lc lntereet. In order that we act tn conroratty 
~1\b t his conetttuttonal r equireaent. tt wtl l be nec­
essary that any aaterta l you deetre to eubat~ tn 
reeponae to euch a request ebould f tret be eent to •• 
eo th~>t I can u .lte the neoeeeary dehratn11.tlon tor the 
Preatdent . Unlue I dehraine. tn euon capacity, t hat 
to nt vulge euob aa\ertal would be contrl\ry to the 
ruDlic interest I eball pr.oap\ly return t he aaterial 
to you eo that you aay 1end 1\ to the Joint Ooaafttee 
or the Chief of St 11.tr. fbh procedure. J belteve, 
n~ed not be followed wltn r eapect to request~ for 
etatlettcal tnforaation that in your opinion do not 
ralee any queetion ae to the propriety of tta dt vul­
genoe . 

I aa lending a eiallar letter t o t be Co•al est oner 
of Internal ReYenue. 

Sincerely yours . 

( ..... ) .. M p't lo ~~. 

~ecretary of the Tr easurJ 

J . P, t enchel. &eq . 
Aestetant General couneel 
Bureau of Internal Re•enue 
tasbington. D. C. 

SSSurrey:hdr 
9- 2- 113 

,. 
• 
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AMMCIIII&T CO L.t..CGC: 

AMMCtflt&T M•S&ACHUSET T S 

I '·· ve ~lE"n vcr; •ue)· tf')UC'hCd 1.., ·•_r. iw: : ·('·;r •lo •r 
nf (s, 'US4 "'7tr ,.., ·n'f'li.. Drt, ,. !Yrr··.,.., . {i ir 
"hn tc"cri~·1cnlt- • ·h ·l,i'"1~·) of ~- ... ,. ihrt !.'1 ·t:c 
-:1rlf~ ot" ..... ,.,.. ~".Pn:, c :-"'Inrltt ll. •1:.,:-- ··ulJ ! l:o.U<~ 
•r-1(~ t,!(" •toe +., ~c.n~ t'·tc hO,t "J' ft:)lTtcirtton 

t:) t!le l'ollt "(' , 

"i~e c.o·p ... , ~,. "'-:-en c• ..... ·o t 1·c ( ·•c::· C'""~~r!""J­
fl~·l rifl in tts ~(r ~ --n.-. n:.•icmnl of"!"l')!'f . •r 
h-··p .,etn ··~r-. N- "'Y •o •1t1 lt V>~ !.hlr lor :'ct!r 
~ ) b.-. 'Jf rtrvlcr V tho •, 1'1, 'IT) . ! ::-to· i";oT• r11ch 

J' f> fF ~ (njr>Jt.r1 '- l :" Tnr'• 4}hH't l'ln 1h•t T firr t C;£VO-
,. i.cn he t--n· t -. y,u 'r r .. ~'I'W l1· • I th~rc fore r,. lt r 
lC'cnl i,,- r r ' tuct1 nc~ ttt ro~tk ht11 •1"1 1'Pt •1rn t, t" i.t~ 

rl!JHr·f' hf"'!'f\ . o,t Pr l ().. .., r f ~ 11· httl"il:: r t · : r-hcr . 
th• J.r1'1Y t ~t. i.n "'it Un·· nn f•ur t••'rc:-'lt ln .r 1lO ... C 1 nri not·o 
!"I"Jl,J ·h·r~ f or t rrtn!""~ · "'h" "r1 lc .. lnr 'l"l. i• l.n t',l.ich 
IJ(tf>r ie- ~0 \,f' ,....~r· " 1'('1 if" 'II tl(' 'll n" --.!eke f! IJeU J'!""lll 

th~ t·"lti~· J-m" of tl·~ !Jntttr' . •r1Ui Pnd ,.e •mr" -- tvr 
•t-a t:h,. •J""l:'' ~rer ,.biltt~,- d•iC'h \O !".ere . 

• .-, i:1 rt·· "'"'·~ , .. ,.,rcC'!' ti!)n . ,.. ,.,u f"or ~<1dn: it 
Yl.,.rlbl· !'or hht to t.• !<o ,,., 11~ t.u!ir£ h• !'"C . 

l'o·.,.lltlly :~"'Urr , 

• 
-=:::=o._,-;=- I ' s , • 1 

n 'T.' ... "'lc H..-n..7 ."ortrc nthc.u , ,Jr., 
f'(C l't ... r-:'1 or· tht 1r• t m-y, 
r·~ ~htn tt~n , ('. I. . 

11 

• 
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TREASl'RY llEPHIT!IE!IT 
\,'ashington 

FOR t:.Utlmit.TE llELEASE, 
Thut·sdoy , September 2 , 1943. 

Press Sorv!ce 
No . 38 - 39 

Preni d ent Roosevelt, brondcasting shortly ofter 9 : 40 P!.l , 

E'.','T , September 8 , will officially launch the Third V/ar Loan 

drive . He ia expected to call for a rededication of America 

to the wor aios of the United !lotions and for o axlmum secrl­

rice t o has t en an early an<i decisive victory. 

The broadcast, which will be carried by all four net­
works , i s expected t o reach 70 million people , and will 
"stop tho sl>ov1" in hundreds of theaters across the country . 

Socretnry o f the Treasury, llonr-; 11orgonthau , Jr . , who 
Is diroct1na the drive -- the l~r&ast nonoy raisinG campaign 
1n tho hiato ry of t he world -- wlll introduce tho President. 

Tho bro"dcas t will come as o cl1r.wx t o ~n hour ' s pro­
grom, tho f irst forty- fl. ve minutes of which wlll originate 
!n Col\fornia . 

From Hollywood, beginning at 9 P!l, E'iiT , a prop:ram spon­
sored by tho v,ar Act1v1 ties Cornr.~ittee , will brinG the voices 
or B1nr Croeb:: , Gary Cooper , Burns end ;non, Dinah Sn?rc, 
Sdger Bergen and Charl i e !lcCrrthy , H>lllll'hrey Bogart, hooert 
Young , Don Atleche , JltllllY Duran t e, Charlo a Boyer , \.ieorge 
I:Urph71 , Ronold Co loon and ,,k io Tec1roff . KAy Kyser's Bend 
will ~rply the cusical setting . 

" Oain1; as the thorne the slot,;an of tho Third \,ar Loan, 
Back tho Attack \" , the stars will prooent 11 series of 

drnmo t1 c skotches recalling tho hi ghl1ght n of the wer to 
dsto , from tho tJ.~st numbing shocl< of Poarl Horbor, t h rough 
the slol" shift fror,1 pence to \'Jar , from e t!"~gcling defense 
t o powo l:'.f'ul offenso . In enticipotlon of nn J.mm t nant J.nveslon 
of t ho Europcnn continent and tho relentless purouit of the 
Jcpenes o aggre ssors ;froM the South Pacific , the Hollywood 
i>l'061'Am Will alSO carry 8 gAyer note , l'Ofl OCting the batt le 

(, songs of tho services . 
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oov~mment offici~ls here estimate that approximatel y 
17, 500, 000 of the country ' s 28, 838 , 000 radio families wi t h 
a possibl e listeninG audi ence of more than 70, 000, 000

1

per-
5ons , will be tuned t o the b r oadcast . Virtual l y all of the 
567 outlu t s of tho fou r majo r ne t works as well as mos t o f 
the 324 independent radio sta tion s will carry t he f ea ture . 

H11ndreds of motion p i c ture theaters have signi fied 
their intention to hal t tho i r performance and tune into the 
PNsidcnt ' s message . 

From Hollywood , the progr~ will switch to Washingt on 
whore James Cagney, as presi dent of the Screon Actors Guild , 
will place tho Hollywood Bond Cavolcodo of top- fliGht stars 
end all tho resources of the rootion picture industry at the 
disposal of Secretary Morgenthau. After a briof acknowledg­
ment , t ho Secretary will introduce Proaidont Rooaovel t who 
is expected to speak for a pprox1na t oly 10 l:llnu tee , 

'1:1 th tho Pres ident and the Sec rotary will be members of 
tho "cavalcade" , includi ng : Groor Garson, Judy Garland, 
Prod t.staire , Lucille Hall, Olivia DoHavilond, Kothryn 
Oroyson , Vlolt or Pi dgeon , Hnrpo Morx , Josu Itur bi, Dick 
Powoll , Betty Hutton and Hi ckey Rooney . 

Fro'" •t:oohington , t he filr.> r,roup will proceed for •.•:a r 
Bond sllOIIS ond dor.>onstre. t ions to Phllodolphia, September 9 ; 
Boston , Sep t or.1bo r 10; New York Cl ty , September 11 ; Pi t t sburgh, 
Septemb~r 12; Clevulnc.d, Septc="b&r 13; Dutro1t , Septembe r 14 ; 
C1no1nna ti, September 15; Chic~>go , September 16; !Hnncapolis, 
September 17 ; St . Louis, Seutombor 18; New Orleans, Sep t ember 
19; Dallas, Septe~er 20 ; san rrane1sco , September 23 and 
Los Angoloa, Sopt~ber 24 , 

Throughout this portod, 215 o!' tho bistil'le ne twor k pro­
graM, "ith on estinated listening ~lldionee of GOO , ooo, OOO 
porsone , ore t o present the messnt:e ot' tho Third 1/ar Loan -
the pure!ttoso of at least one t.lOO war anvings bond in addi­
tion to pro sent conmi tments , 

Mora thon 800 l ocal programs hnvo boon built r round 
high - ronkin0 l\rm'f Ha vy lUid Air i'oreo officers , l'lhilo 3pO­

c11ll shol•t - wnve j,i.ckllpS will one.blo military l enders , coL'" 
mentntors ond men on the actual bottlol'ronts t o r "port to 
the l'mllrieon pooplo on thd progroos of th~ wor . 

In nddi t ion to t h u screen pe r oonolit i oo on the Cavrl ­
ende totn· , thoro wil l be other stors tourinG !lerte s ixty 
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e 1th s as nn ",Ur:!\8da of \lar Veterans . " From Los Angeles, 
!'sllas , Chicago, Atlanta nnd !lew York , Art\y and !lavy trans­
port planos \Yill k 11 ve September 9, cnrry1ng groups of /.my, 
uavy, Mn1'1no Corps , Coast Gun rd and Horch~nt 1•1or1nc returned 
vot e rons , uoch group acconpnnied by 1\ Hollywood stnr .vho 
•111 ~ ct t:s JMo t or o r mis tress of ceremonies ~~~ Bond ra llie s 
1nsp1rod by tho young war heroos . 

- ooo-
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TREASUm' DEPART!1EliT 
7/ashington 

FOR I'!!.!E]')! ATE RELEASE , 
Thur~day, September 2 , 1943. 

Press Service 
No . 38- 39 

?resident Roose vel tt broadces t1ng ftF Q= th a '!'hl 'u Ill a t 

shortly after 9 : 40 PIA,. E71T, Sept ember B, will officially 

launch t.he Thi rd War Loan d rive. He i s oxpe oted to e11ll for 

a rededication of America to t he war aime of the United 

Nations ond for oax imum sacrifice to hasten an early and de ­

c1sl ve victor:;. 

The broadcast, which wlll be corried by ell four nee­
works , io expected to reach 70 million people, end will 
"stop the show" in hundreds of theaters acrose the country . 

Secretary of the Treasury, Henry Morgent hsu , Jr., who 
i s di r ecting U:e drive -- the l argest money raising campaign 
in the history of the world -- will introduce the President. 

The 'l'):t · e II o broadcast will come as a climax to an 
hour• s program, the first forty- five minute a of which will 
originAte in C~l1fornia . 

?ron Hollywood , beginning at 9 Ptl, E','iT, a program spon­
sored by the \lar ~.ctiv1t1es Committee, will bring the voices 
of Bing Crosby, Gary Cooper , Burns and Allen, Di nah Shore, 
Edgar Bergen and Charlie J~cCarthy , Jlunphrey Bogart, Robert 
Young, Don Ameche , Jimmy Durante , Cherlea Boyer, George 
Murphy, Ronald Colman and Akim Tor:liroft . Kay Kyser's Band 
will supply the mus ical setting . 

Using as the theme tl:e slogan of the Third liar Loan, 
"Back the Attack!", t he stars ¥till present a series of 
dramatic sketches , recalling the highliGhts of the wa r to 
date , from the first numbing shock of Poorl Harbor , through 
the slow shift trom peace t o war , from struggling defense 
to' powertul offense, In anticipation of an imminent inve­
olon of the European continent nnd Ute relentl ess pursuit 
of the Japanese 1111gressors from the South Pacific, the 
Hollywood progran \Jill also ca 1·r:; a gayer note , reflecting 
the battle songs of the eervices . 
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oovemr.tont officials here estimat e that approximately 
17, 500, 000 of the country ' s 28, 838, 000 radio families, with 

0 possible listening audience o f more than 70, 000,000 per­
sons , will be tuned to t he broadcas t. Virtually al l of t he 
567 outle t s of the four major networks a s well ns mos t of 
the 324 independent radio s tations will corry the feature . 

Hundreds o f motion picture thea ters hn ve s i gnifi ed 
their intention t o halt the ir performance end tune into t he 
President ' s message , 

184 

From Hollywoocl , the progrlll!l will swi tch quickly t o the 
:.!lito House where James Cagney, as president of the Screen 
Jcto rs Guild, will place the Hollywood Bond Cavalcade of 
top- fl1sht stars and 1\ll the resources or the lolotion Picture . • 
Indus try at tho disposal of Secretary Uorgunthau. After a 
brief re.c.10\1le~~Gcent , t he Secretary will introduce Pres i den t 
Roosovolt who is expected to speak for approx1r:18tely 10 
r:lnutes . 

'."i1th tho Pre sident and t ho Secretary ia I WI I' II o 
will bo members of the "cavalcndu" , including: Greer Gerson , 
Judy Garland , Pred ~staire, Lucille BAll , Ol i via DeHavil and , 
K~thryn Groyaon, \/Ill tcr Pidgeon , Hai'JlO Marx , Jose Iturb1, 
Dick Powull, Betty Hutt on end Mickey Rooney . 

Prom \iosh1ng ton, the fUm group procoods fo r 7'or 1\ond 
ohows and dooons trations to Ph1ladelpl110 , Sopt~rnber 9 ; 
Boston , Suptembor 10; ll ew Yorlc City, Suptombar ll ; .i'ittsburgh , 
Scpt ... ,'ll>or 12 ; Cl e volnnd, Svp t embor 1~ ; Detroit , SLptember 14 ; 
Cinc1r.nati, September 15 ; Chi cago , Septombur lG; l.Unneepolis , 
Stnteober 17; st. Louis , September 18; New Orl eans , 5eptembcr 
19; Dal l na , September 20; Sen Francisco, September 23 6nd 
Los AO£cl es , Septeober 2 4 . 

Throughout this period, 215 of the bigt1m~ network pro­
gra:::s "ith an o!Stimated listening audionce or 600, 000, 000 
persons aro t o present tho message or t he Thi rd 7.61' Loru~ -
the purch•so of at l eas t one $100 war savings bOnd 1n addi ­
tion to present coMmitment s . 

!lore than 800 local progr nms h•vo boon bu1l t around 
h1gh- rnn l<inl! Arnry , Na vy e.nd ,.ir Porco offi cors , while ope­
c1al short - wave pickups wil l ennble military l oaders , com­
munta tore and men on tho actual bottl~fronts to report to 
the JJmor1enn people on the pro gress of t ho war . 

In addi tion t o the scroen pcroonol1tios on the Cava l ­
cado tour , thoro will be o the r stars touring some sixty 
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e1t1Ca os an ":01rmada of liar Ve t erans . " From Los Ange l es , 
palloa, Chicago, Atlant a and !few York , Army and lle.vy trans­
port pl ones w1ll k ave September 9 , carrying groups of ~. rn.y, 
!<avy, l!ar1 no Corps , Coast Guard end 11orehent ll!D r1no returned 
voterons , uoch group acconpnnied by a Hollywood star who 
will f Ct vs 100s t ur o r mi s t ress of ooremonles at Bond rallies 
1nsplrod by the young wa r he roes . 

- ooo-
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THE SECRETARY OF THE NAVY 

W A SH I NGTON 

In response to you:r letter of A\lllUlJt 24, re&-arding 
li&Y)' cooperati on with the Third l'la.r Loan Dri ... , I sent 
out the following dispatch, dated Aueuat 26, to the 
Chieta of all Bureaus , the COODlnd&nt• ot the llar1Do 
Corps ADd Coast Cuard, tM c...,.Dd&llt a of all llaval D1.o­
tr1cta &lld the CC>:::C8lld1nc Officer• ot all Shore St.ktlona 
1D Cont1D&~~t.el United St&tes a 

• It 1s desired tllllt tullut cooperation 
be ginn to War Fil>ance Dlv1a1oo, 
TreaS\117 Depert»ont, 1D Third Wa.r Loan 
Dr1.,., Granting of re<!WI ~o tO for poroon-
1101 and. u terial 1a author iud whenever 
teuihle . • 

I feel eure tbet this diupotoh wUl insure tho kind 
ot cooperation rou D.rO asking tor i n connoct1on 'rl t.h 
your oamj:&igu. 

llnd&r 7our able l&&der ahip I u conficj,ent the accoa­
pliabMnt of this tuk ot raisin& t U'teen ~on dollar• 
1a a foregODO conoluei on. You ha ... , a s alwa,yo , or:r 
haar t1eet cooporet1cm and desp reapoct. ; 

S1Dceroly 7oura, 

Honorable lleJU7 llorgenthau,Jr • 
Tha S.Cl'Ot&ry or the Trea..,.Y, 
llaaldnitoo 

• . . 
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TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATION 

TOo Mr s . Klotz 

r•oM• Horriot Elliott '" ~ · 

Secretory l.!orgenthau called me this mominc and asked 

,.. to send hinl s o""' suggestions f or speeches , baaed on IllY t r ip. 

";'loio is a hurriedl,y thrown together stoteaent, .mich 1111¥ be too 

lon;;, but r hope it has so:oe l.dea.o in it. 

Plea.so read it, and if 1 have not e>:l<lo filii new approach 

' " t.l'.e Sacrifice Theme clear, please cill "" ond l ot "" talk to 

you about t his before you give it to the Sec retary. I have been 

tr;inc to cot tnis idea over s ince I car.>o back, but without success . 

• ' . 
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TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATION 

DATC 

TOt Socrotary Uorsonthau September 2, 1943 

••o"'• l!orriot elliott 

~ trip convinced me that we have excellent leadership in 
mo•t or tho states and that they are !acing this rooponsibUity 
with a c rlJO detemination to s ee it through. An;rt1>.inC that I 
aucaeat in thio outline do~• not !>)an th4t t he aoncral situation 
ovor tho country is nat good. There was very little criticioll 
or our plans and prograoa and ..aterials. A recent survey brought 
!evoreblo report. on ;><>sters, newspaper advertisemnta and redio 
pi'Oj;l'4l:IS • 

LOCll RESI'OHSIBILITr 

In l11l/ meetings, I leamod that workers lil<ed the ettphasis 
on local roaponsibUity. They want our sulliestlons, but they 
wanrtOadipt them to local conditions. Everywhere, the ol d 
rc:rain no sung, •·.ve are di!Ceront in this state .• Local pride 
!!!!l ~our groat ~· You should play on this otrinc. I n ever.r 
moating:-f emphasized the !act that since thoy odmitted that they 
""ro 41!toront, it was up t o thom to provo thot they were aloo 
better, etc. l(y work with the w011111n in ovary stata (except 
Rentuclcy an4 ~ovAda--these stAtes woro not ropreoontod at their 
l'OGiOnal mootingo) convinced mo that our stato unit is our greatest 
asset . ---

I laum that you cannot mako 48 stot.e speeches, bu~ I 
th1.'>1< it would be to our advantage for you to lot the otat.es know 
t.!ult you are expecting eac!! state to prove Us etficiency, etc . 

SACRIFIC& 'lHSll! 

Tho Sacr1!1ce l'heoe should be slightly chrultled in ecpll.asis · 
11orkers and pu.roba.sors need •a pat on tho back.• 

!he workers need a positive appreciation opeech from the 
Seeretory ot the Treasury. I know that you have said thank you in 
every speech. Now 13 the tim, I think, to n>Me 1t the major 
thoma in a oin&le speech . 

I f ound a slight t endency tor both workers and P"""hasers 
to r ooont the continuous eDphasis on the idea that they do not face 
saori!ico in a f orthright way , I ..,. not s uggesting that you stop 
cllllcina that point, but I aJ:I certain that a bODG-U? good apprec1at!on 
Speech would brine rosults . 

• . . 
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.;eeretar:l :Jorgenth.au - 2 - Septeaber 2, 1943 

On tho face of it, this r!JIJ.y sound silly. {Of course, you 
appreciate all that they are doing , ) The tact remains thnt again 
Md again in all parts of tho country tho questlon waD aDked, 
"Doeo Soor~tary l!orcent hau know h"" hard wo are working?" I 
aakc<l ono woman if she ·•as seeking praiao ancl modale, rewords and 
co!ll])! il".lCnts . She hit back with, "Soldiara recoivo medals, praise, 
owards, etc . :to are told that our wor\c is juat as 1mportMt." 

Ono other group emphasized the point tllllt when solcier.~ 
sUrL on a sacrifice drive, the General prai.sos thom to t.he skies­
it !8 cood t.e<:!Ull<lue . They oade the point that wo have taken too 
:"lleh tor cranted, etc . 

Purchasers need •a pat on tho back" too . In sov~ral 
rlacos , i t wao said, "It is so eaay for people to do without ...Co 
have always had evoryt.hint; they need. ':'lhen we do without, we are 
biv!nc up so 111uch t.h:J.t we have alwnys wnnted, otc ." 

I 01:1 convinced th<lt you should make a pooitin opeech t o 
lhooe 1\VJ.kine J5000 and l ess. I know the reaoon for aakine more 
f ro" thom hnll beon explained, but it you pulled this out and made 
a real speoch on this one topic, 1 belie ve it would do wonders 
to spur them on to great er buying. "l'hoso people arc not interested 
in tho analysis of the fac t that if those making more than 
$5000 all their incooo, it would not pay tho bill. We 
should recnember that these people have always compared their status 
with the advnntaces of the so-called rich . .7o need to over-cooo the 
IICC-al.d attitude of •tet the rich pay the bill." 

A dawn-to-earth, heart-to-heart talk to these people, 
l•ttinc them know in no uncertain way that you know full wall what 
t.t•y are bein& askod to do, wllat 1t ""•"' in their u ... , to do 
witllll~t to win, etc ., would have good psycholosical results . 
Feople in tho low-incooe group 11ke to ful illportant. 

1 an not sug&estinc that o~r approach up to date on the 
need for aaerU'1ce has been wrcnc, but I a.~ suro that a shift in 

ea~heoia by you would be helpful . 

A brief reference tc the e><Cellent •to.te planninc w!tich 
hou been dono would be a good "shot in tho nm" for tho workers . 
: was mere them oncouraced nth the reports on organization and 
locnl planninG. 
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Seert~/ ~rgenthau - 3 - September 2, 1943 

Since art re turn, I have heo.rd trocn 40 3tate women lender3, 
telling about their increased state work, following up on t!1e 
regional conferences . Regardless of hoat, vnoation 1110nths, e tc., 
in most of tho states t he wo""n have held state moetings , state 
regional conferences, and SOlM state """""" report that they M.ve 
won in ~ county building up a better orgnnization and explain­
in~ the progro.m . ThiS should be rot1Ullorative . 

l know that over-confidence 1a dangerous , but I also 
know that nothing i s oore helpfUl than tho l<n011ledge that 'lfOrk is 
appreciated and that success is pouiblo. They want to hur this 
~ l2!!· -- - -- --

CO!lil.\Tl'n!G TiG DA!IG!!a OF L!TTINO IXl'IN 

You have mentioned, in foreer apeochco , the danger of 
'letting down• when victory iS a .. lll'8d. This should be eJijlhasized 
acain and Ollain . In ro:r meetings I emphasized t.his . I M.va noticed 
that tn tho reports on state meet ings in almoat evory state, the 
wooen hove followed up on thD.t tne10e in thoir reports to t he states . 

II¥ SJJ8Bostion \fas: 

" If rou find yourself think inC tho Wllr i s nallrly 
won, that victory is n 011ra thing, nok roursolC this 
question : ' ifould you be willing for your Government 
at this tiola to order cnncel4t1on of tho production 
or guns , planes, tanks, ships and a'llbulnnces?' If 
you have a son, brother, hU3band or fr1ond in tho 
services, you will anner •no . 1 You wouldn' t take 
a chance tor ono minute on stoppinc the no" of ar.os 
and equipgent that cake our boya proud of fighting 
for a coo.llltr; that send3 them its best. If you 
don't ......,t war production stopped..-you l<nClOJ that th~ 
war is not over, nor nearly over--you can a~ow your 
detomtnntion to f1!;ht untU it is by steadily 
pushing upward your investment in l'lnr Bonds . 

" If you haven 1 t told your own boy "Goodby'' tor 
overseas , you don't know tho whole eadnous ot war. 
You can be thankful for that, but you still can 
put yoursolf in the pl aco of tho family ~10 has . 
You """ make up your mind that you aro coina to 
do ever,ythinl; in your pow• r to help brl.nc this 
conflict to an end . 
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seeret.ary :torcenthau - Ia - Sep~e!llber 2, 1943 

":!.onoy is not far removed from t.ho place of conflict. 
IL is t.he first lino of defenso o.nd ortense. 'lie 
cu.st hnve money t o bring back all the boys we can­
boys we love and whom others lovo--to their homes 
and f am5 and officM and schools. '1/ha t • s more, we 
111Wt br in& them back to a l Md whero they cM b4ve 
t ho fun and opportunit ies they've oiased by being 
away. 

•o-..r investment in 71ar Bonds 1s t.t.o very best tool 
we have to insure that they w1l.l. COiliO back to a 
Unit.ad St.ates of Azoarica t.'>at 1s stronc;, healt!1y 
and able to prove that it was worth f ieht i ng tor.• 

This last cay see:~ to contradict t!lo • pa t on tho back" 
••·;o•tion, but both approaches by you are necessary . 

IT'S YOU)l O!J~ 

ErnphMite that the Treasury, tho Oovor runont, asking for 
all this ~tonoy, 1s your Treasury and ' of Oovon Ullent, I think a 
I:I'Oat !1'41\Y people are incl ined to tal o t he Govornnen t t.S though 
it had nothing to do with them, as though i t woro that Ooven went 
d010 1 i n Washington decanding money. This lo, of cOiirii'c , r idiculous , 
but if we cnn s tress t ho fact tha t it is YOUR Oove= ont, "" should 
be able t o make poople ~ into thoir pcdkc ts 1110ro ensl.ly. 

l'vo heard a lot of talk lat el y that llllll<•• r.c thir.k there 
-• n tooling amol'l(; SOCIO people that patr iot isll iS the "bunk . " ThiS 
!.:1 true or ~tlp&.rntively intelligent peopl e, too. So->ol:ow, the 
t..oucllt should be got ton in t hat the Oovormcnt 1s t.t.e people, t!mt 
.. t. Un't. n pr1vato concern taki..nc: people's aoneybocau.oe ~t. wan~ 
to ssvo itself troa going bankrUpt, bu~ rather that we are all ore 
bic; ra:uly, and whe..~ ., buy ClOre bends and pay 1101"> t.a.xos "" are 

octunlly hel pinU ourselves. 

SO<'IIo of the people l!ho have t.hi• teelint: oro cold and 
oophisticated, usually ""ke a lot of ooney and spend every cent of 
it . They buy ~2 . 00 lunches daily, the hishost-priced dresses, etc . 
l'hoy should be tol d t hnt if they continue buyinc t.ho•• l uxuries """'• 
t.ho~' 'Ifill not cvon have th e neces:ait ie!S l ntor. 

You might use this as 11.'1 oxaoplo : 
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- s - ~ptember 2, l9LJ 

"n seei!IS to me that the women or PeMsyl vani a 
in a very fine way symbolize the meani ne of the 
TI>ird '•7ar Loan and i ts slo(lan BACK THF. ATTACK. 
·.1or.10n fro:~ this s tate have organized into a 
t•Bluo Star t.lrigade" or workers . The "Illuo Star 
Ur lj;ado" is composad of won~en each pledged t o sell 
-llOOO wrth of bonds to back up so:ne man in tho 
n1-:ned forces--husband, brother, son, or just the 
boy dO'IIll the street . A Bl ue Star serves aa the 
badte of meltbership and each 1:10Mbor is entitled 
to wear one . In addition, she wears 11 Bl ue Star 
arnband a."lCC carries a r:.e::benhip cud. Sho also 
rece!ves a Blue Star sticker tor her autoao~ile. 
Special &:>peals have been made to wo=en 'a organ.iza­
tlons to tom Bl ue Star Br~ades 111:0111: their own 
cc::bers, and t !!e response hu been very good . 

"Ott er :states may, perhaps , htLve aimllnr Blue Star 
•·,.oocn 's amies, ' and I do not mean to am,•haaite 
one 3t the expense of others . It doos seem to me , 
thout;h , that t his organization of wone n have caught 
tho full spirit and m>aninc of tho voluntary '."lnr 
Fino.nce proc ram. By their dotonllinntion to buy 
and sell bond3 to back up our f~hting men, they 
are fine examples of the stalwo.rt chnractor of 
Aocr icnn womnhood. u 

Last ~ht, !.!iss Blake called "" frcn HarrisburG, reporting 
that never had she seen s uch onthusi aal'l, n>oy held a ceeting in 
Harrisb\U'i ynsterday . 
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September 2, 1943 

Dear Harold: 

I have read the enclosure• at-

tacbed t o your letter of August 30th 

with great intereat , and I a. re­

turning thea to you herewi t h for your 

f iles. 

Wi th kind regards, 

Sincerely yours , 

Dr. Harol d Tboaas Byaan, 
940 Park !venue, 
New York, Hew York. 
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HAROLD THOMAS HV ... AN , M , 0 , 
.... 0 PA.AK A.V IIt H\I C 

H CW Y0 illtK C. ITY 

hUp.USt ~Oth, \94~ . 

Jr . 'iem7 -.lore:en~hku 
Th• Secrtt~r1 of the Treasury 

hl'\,;,~1n, O.C. 

The ~wo letters encl'>.;•!O wUl &ive 

101 •)~t td~a of the differen ~e bet,4tn ~he ~n1er in 
nt:h t.h' Ar:ny and the 'U!\"'l&r- tn •••htr.h t.he Publi.c. r!e-l~h 

5~rvt ,,. art epvro&.chino the pr-ublr~11 of 1'l•14;1-d!l:/ tre•:.~.t.ll.ent . 
Tht ' iP•••:·ttt.en no te ls fro .o Cn pt . V..tltlum L-tJife r tto ho i:: 
~ ·~ ;·ort br·" t:S-1:: · The twe'lt.¥ -1' \'IIJ JJbl.l.Ont.l he opotta<:J: of 
h·••:' 1~ \ruut.ed hove probf\bly betn Bprtu.<l ovtr 1.ho courG~ 
or a nbt11U11 o f roue· a nd 'llt~.ybe ah ,.,,.Hik•· Tht h:lnd-
' r\ • t.en lo\ter i~ fr:o<D a 4 i rl l.n· t. r por·n Jrtded t • en\flr 
the Publtl" Ht.alth Servlee , 600 ' ho \ a tn e htu••• of "'hat is 

led " ~piri Treat.rne:tt. Ce nter \:'I ~avanl\r,h, Oe ·:-,;i t\. 

lll'H: ca 
lnc . 
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SEP 2 l~ 

O.&r ~. Yoatar1 

Tour latter of lu;uat 10, 1948, ad4raalld to 
ra. Rooanalt, h baiAc referred t o tha J'tooaW"Otnt 
~ivhlon of tha Tr .. nPJ Da~rtMnt f or appr opr l &ta 
at t ention. 

Tba ~annar l n .Glob pr opert1 of t ba • ational 
Youth Aciain.h tratl on UJ ba dh po11d of bat 'b .. A 
tlu d 'b7 t.e&hlaUon, and t ba J'toDOur u nt Dh h iaA 
hu t he r .. ponal'bilit7 f or erteotlng auob cll apoll U on. 

The dlapoaal of Ktl rr opart¥ in Ar thurdale, et at 
il r ginla, h Wider t he auperY.lalon uf • 1! . G. llowd 
of t.b.a Prooura1111nt Dhillon Ra&lonal l)f.'floa, 285 .... t 
l2t b Street, Cl nolnnatl, •Jhl o. III' . l>ollfll h balJii 
raquutad t o 1llfOJ'II ¥ 011 of t ba oonclltlona under wh.lob 
t he Hooalar Alraratt c~panJ m&J acqui re oartaln I~A 
pr opartl aa, attar the ..ndator7 raqu l r am.nta o! l&w 
ronrn1q the pr l or l tJ of dlapoaal ban btu compl ied 
wi th. 

SlnoaralJ, 

{llpM) Jl. Me1(00ltaaa, Jr. 

SeeratarJ of t he Tr•••UJ7 

wr. John r. Foater 
Vloa r.tal4aat an4 General uanacer 
llooahr .Uroratt Co.spelll, Ino. 
Arthurdale, 11t Vir j:ln1a 

oct J.!r . Oowd, C1nolnnat1 
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SEI' 2 1943 

Dear IIUo ~0111 

I aa -1o.1111 a •0117 of 1111 lntor t.o 11r. ,_F. 

,_,'too Jl'roo1dent aiWI o.-1 ..... ..,, Hoooiw 

A11'0rol\ C""~'&"T, I M., ~~, - 'fiJ'IIinla, 

ThU l nt.or u 111'1- 1a ,... roo t.o llr. ,_,, 

lnter ot Aapn loth t.o -· 11-lt, whioh ,... 

torwrdod wUII 7""1' ..t.o ot ..._, 24t.ll. 

! 1111001'1)7 ""'"• 

{lltpM) .II. ...,_...., Jr . 

... llal..U. Co !t 5 , 
a. • ...., tift Jlrw. l c u...tt, 
.,. 'lllliw a-., 
'IIUIIliiiW•, Do Co 

• . . 

Regraded Unclassified



Regraded Unclassified



•--...o.c.oe. 
ueGa....H. w ............. 

-
Aircrdft Compdny, Inc. 2C! 

"'""' of Pfenle-,.,.,_ A""-f- •.J ,.._ 

.. r• . tl"t:"!lr ..,o,o••-:"''!t 
-e \~1 te - ou .. r 
:· .. fl~1ntt01:. ' · -:. 

"'-EU:HNT . 

.l\lj!U•t 10, lQli) 

Addreaa roply t o: 
.lrthur·l11l e, We a t T! r gi r>h 

!o· r r•"<""""' ' ,-t , • t to ?- - ;:1 ... t t ~ere " t Arthur '.-l• iatplr ed 
.... r • .,H:-.. .)- "'ni :-~t1?-"~ . ! •·o::. t ' 1e ... '"n!t.or O"\ up t~routh ~11 ot 
!' • -'• r! ~ .. . ._ , t., I' "">> l .. t ., ·; .-- e ·~3("~ O~t' of U8 trh ~ to ( lYe ll: 

lHllC' 'tet.:.er t ' .. ~ o· • bPo t to t: t" .'o"b ln hl\n~ . 

Of t"? .. ,. ~ , .., ... l l~;e :-.,n:: o~l-· .. r • , ~nvr '\8l p ... :.ble•e confront 
,,r ""\ .. f ht' 11~ ~t ~ T'1 •1• t !01\0' \-,""1 !!l"f' t· }V/tl' tl b~~n (Our ~, 0ur 
!'~ .. c• !1 , l l;r ,. . ,_ · ,.!':' ... - , , ~ ~ "P''· ' c'" h r·~tultl "~ ... 1n ~1\1\y tn-
, .... ·- .. .>" ("110"' • 

.,. t '·rt TN'"' t.!·r ,t',~r ~- ;o:J.-'"t t ' n r n~t ~n t.lon t~l\ t c.trtAln 
~ ~··t •t .. ....... .. f~,~ t : .• ,. .. t ! o .. "':.o:orl ; _;• ,., 1•:t t' "' •·, tton~'~ l Yo11t h Ad-

~ ' t·~ ~ ~o .. ' "r""' 1 Artll ... '~lr ,....,..~ • ::~ lf' -:o"· 1\1'1\\ln.'ble to 
... ~.,4)-~ ,. .... . ,. ,. .... r \ e• , s• .. t f' , ? .- -,:-1:-- t i 'lr . t'tc . 

' . ' 1)' "' .. .) ... .._ • 0".:. .. ... • :. 
' t ', ,-: ~ rt'·~ .. - t~' t' -:·.:.-:- i'\1 • . .. . 

~eo ,,. ... ~,., re';\l'! r ec' , 
r r~ .. " cu""'11:'1~" by o-.:.r 

.. t 1 • \ .>Ml ~O:l~"S ~ .. · ~ ...... , !'-,.!• ~· -~: t .... . ·:e.-... .. ' " 
A ~, • :.lc'"' t'""' " u·-:· .. , tll • ., , "'":'l • ·v:!'.P • '"- ·· ,. .~:.,· - · 1 .. .. , .. . • ... , .. It . , .. . • .. .. . , . . co 

•r. . . . . • ' ... . "'IT' ,, '" . 

r .... '""' .,-.. -..... "":. ~ . :~ en 

:- .. ·· ~ ?W' cv:t erf"·• of <~"a--
-t .. \ ... ~ "'' ·" \ tlr\- t'- ,..,e '"-TOt'•"'tlf"'"' • 

·~ "\" • •W-· ' to A .. t ,.•\r" ln , vr " . ..... .... ,,. ~ 1-.,f'~, ,. t f' ?"'' -
.. >l!' !'! .. t r. ~o .. . 1 - ~ " r'\•~ v~" r"' o \. \' ~ "'r."' p')Ut"'lt\ o'"l , ! 

..... o . - ' ~ ,fl~'~~ xl ""· t~l:/ ~n ~~·~· f •·o'!l th~" tlt nl v o!' our 1., rP . 
, ... . •·o . ~ W"'lr t,'l'fl '-·"\ ... - ""~"" Q·r tl'•!l ' '" '1or· l ! out "! A!mt ... 1a t :-nt1 o'\ 

•• own c,... .. t~\ .. t • en of 1"'1-r"' ' !"tt .. :' . etu\ "f"""t , flt f" , Tn R ,, .,1r\ t 
.. "\J •e"'n• .,., w,.. ,.c--"' V<l!'}- 1 • \ · · ' " ,.. lt 30 ,.,:·r foT t '-~ • a 
• · • ,.o . .. ''Q<v• '. " ... . tl.e ·· .. ~ ! G.r"l Yo· th A ' :r,\t h trl' t lon \a bt1ll 
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: r.• 2 ~-~~ 
~ .. ~ .. ~-~ 
~ ..... ..... 
\'ulllact-. .. ... 

• 
.a..c-t 10, l')IIJ 

oc....,UC Ma '-114lDC u4 .. !!aft beoo lm&'ble to aac•tal• 
Juot ._ U.., apeet to - tbta 'boalldlnc an.Ua'blo to •· 

... •"-' Todll .uldalotratloa ha .. o col'tah 80Chlno1"7 
oD4 ...S,..t lieN Ia Artln•r~alo wlltcb vo 001114 uo adft&t - oq 
la - .......... pracraa lor ~· liar lttort. It t hla -..chho1"7 . 
•1>4 op~,...t .-. -.4o an.lla'ble to u , vo eoaU &QCIIoc t our per­
.-1 • lh~l th .... 'b7 laeJ'oooh!c our pqToll 'b7"" &d~ltloul 
;;r•.:d•te -• et t6,ooo wo~cq. 

ll 
It o- t o u lt vCNld be .I!Ott oconoalcal l roa tho OoYCrr.­

-••o ot~nt to &1'01~ uponaln IIO'Olft&, r~lo trlbuUoa, oaloo, 
odftl'thlDC, ad ......,_ othar cooto, vhl c:b would be nocoooe rr 
•ro tllh 8Millao1"7 d4 oqu.l~t to 'be ,..,.ed out of Al'thur~Alo 

tor •• ol...,.••· 

CleWa f/1 thh MCII1Mr7 ... 4 oqulpaent, tf ade arulablo 
to •• - '- pat lato ....,.u. l•od.latoly t lnlo .rtoctl~~t; a 
o ...... la- ~ap~.,..at u4 pro411oU011 procr...., l or tho War 
lltlft. 

• Ov ,_,... la wltlDC 70'l h to aolt vbothor or not you 
WOIIl• llllora tho proper OoftrniiC!nt acoacy ID ch~r~;e of thlo 
_.lur7 d4 "'alpMDt of our neodo with the tllo\IOi t Ia alnd 
that w .aU lo .. o thh "'ulpMDt on a t on • rant al payaont 
'liMb for tho 4uratloa, alit t hat COTta! D ol tl!o OOY ftC AD t rat-
1-.1 T"th AalalotraUoa ·'bod14lDCt whi ch vo could u.,. to tdttntaco 
...., _.. .-lla'ble t o u oD tho , ...,. 'baolo, 

Yo ~4, ol oOilr .. , be villi DC .to ltoop up the noceooary· 
ropalro to noll o1 tho W&Uoaal Touth A41olnlotraUon ltomo vhl ch 

vore pl&Oid l a CNr auotoq. 

ll GaT l'oqaoot to not out ot or 4or, we v\11 croatly approclt to 
, our ullltlDC u a loac tho liao• outllDod a'boft, 

p .. opocti'UU)' JOWl, 

c~~OICP~'lY, l'"C. 

'-A~I~ y', Y'~t:c:,.__ 

J J , J oo ttr 
co Prooldoat &Dd 

Ooaoral JWieCar 

' 
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TREASURY DEPARTMENT 

IN'nR 01"J'1CI[ CONNUNICATlON 

DAft 

Secretary Mo rgenthau 

Mr. McConnell 

September 2, 1943 

There is attached a preliminary draft of "Government 
v-O&y Problems . • This draft is merely a brief listing of 
some of the matters ~ich wil l be crying for attention 
and direction on the day after the armistice is· signed. 

Befor e a properly considered ju~nt could be made 
regaraing the solution of any one of the seTenty different 
problema posed in the tabulation, it would be necessary 
that months of study and discussion be undertaken by many 
separate groups of exf8rienced men competent to deal with 
such problems and ar~~ve at sound recommendati ons . 

The tabulation serves to point up the enormous scope 
and breadth of the undertaking and inaicates the number 
of Depar tments and agenci es of the Government which would 
be involved. It also emphasizes the necessity for some 
ov&r-all direction of the problem as a 1\hole . 

The vohole intricate problem of coste and financing 
has not been dealt with in this brief agenda. It also 
should be pointed out tha~ the proper so~utio~ for many 
of the problems nll requue special legulahon. 

I ?, t=. ?--H . 

.. ~~~r.cnment 

• • • 
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~RITISH !.CST !EC!!EI 
J!,S , SECRET 

QP!'EL NO, 2[!9 

Information recei~red up ttl 10 a , m, , 2nd September, 1943, 

1. AIR OJ'ERATIO!§ 

!!ISTE!!N FRONT. 3lat/lat, BE'RLIN. 1,359 t ons dropped in-

clulinfl 268 4,000 lb. H,E. and 6U t ona ot ineendiariea in about 50 minutes, 

.Ut.houih cloud prevented identification ot grow>d obJects i t did not hide 

the aa.rker bollbs whieh were at first ratber acatt.red. Accuracy and bocbin& 

concentration of main foree ~roved later~ Good concentration of fires 

t'inally r eported one conflagration emit t in& peke to 7,000 teet , Night 

Fi;lhters very activo , 4 of them shot down. 

f()RET de I!ESDIN. llarker bombs well placed and no opposition, 

68 tons dropped, several explosions seen. 

lat, Bo<ltons bCDbed HOOSENDAAL Railway Centro near ANll'IERP. 

Fi;lhtera damaged 2 Trawlers, a Flol< Ship and 2 Barges off H()l,LI.N). 

rrAitl• )Otb/3lat, llallin&toM dropped 84 tons on CIVI'!AVECCIIIJ, 

otortb g tires in the tewn and Rarbour and h1 ttina a transfon:er station and 

cheaical factory. 

3lat, 152 Fortresses dropped 406 tons at PISA , hittina a 

railway rOW'od house, a gas works, &nd an airCraft factory and several groWlded 

aircraft, At PESCARA, the Railway station and a bridge were hit by Liberators 

which dropped 84 tons , Enemyc:esuslt iea - 16. 2. O. 

~· 29tb, llitcballa and Liberators bombed IIYITKYIIIA , 

hit tlnc tho station railway sidinc and rollin& atock . 
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TREASURY DEPARTMENT 

Mft 

)Ira. Klotz 

~. O'Connell 

Sept~ber S, 1943 

I reported to the Secretary verbally on the 
matter you spoke to me about on the telephone this 
morning. 

For your information, we have never received 
a reply from our letter to Secretary Stimson and 
as I told ~he Secretary, our letter did not anticipate 
a reply, since it was couched in terms of submitting 
information to the War Department for ita informa­
tion. 

I am returning the article from Thursdays P.M., 
as I assume you will want it for your files . 
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. v. s. Capital, Smolliaa Pwalib, c­
lntoN~ F....U.F""" 

TKUIIOU Uf'TEW IU I , lt.S 
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September 3, 1943 
11 :12 a.m. 

208 ,_ 

HMJr: Hello . 

Operator: Gener al Gr eenbaum. 

Edward 
Greenbaum: Yea, Henry. 

HMJr: 

G: 

HMJr: 

G: 

l!l!Jr: 

G: 

HMJr: 

G: 

HMJr: 

G: 

Hl!Jr: 

G· 

HMJr: 

G: 

Eddie. 

'he. 

rRla le ofrlclal. I don't know whether you saw the 
two-page story last nlght l n P-M about the Germane 
and the French and .•.• 

No, I dldn't . 

..•. the rlnanclal- there'• a twO-page etory - uh­
the glst or which le that the - a benk or Vorma -
V-o-r-m~a, a French bank - le supposed to be the 
people who are the moat aotlve - you eee? 

Yea. 

Nov - oh, I don ' t know how long ago- I sent a 
l etter to Mr. Stimson shoving t hat the representa­
tive of the Bank or Worms, a man by the name or 
llarlo t .... 

Oh, yea . 

. . . . a colonel under Gregory, dld not ooasply w1 th the 
Treasur y regulations on making out thle rorm ehovlng 
about hle r orelgn lntereete, you eeet 

I remember. 

Hello? 

Yee. 
And they've done nothing about lt. Nov I - thle 
1a Just a rr1endlY warning- uh- why walt ' tlll 
P-M tlnds out that the representative or tha Bank 
ot Worms ls a Colonel- 1n a hlgh poel tlon ln the 
War OepartmenU 

I get you. 
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HMJr: 

0 : 

HMJr: 

0: 

HMJr: 

0 : 

HMJr: 

0 : 

HMJr: 

0: 

HMJr: 

G: 

HMJr: 

G: 

Hl!Jr: 

O· 

HMJr: 

G: 

209 
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Vbatt 

I get it. 

No w, sooner or later they a r e going to find i t out 
and then you t ellowe will haYs to acurry around and 
t r y to explain i t. 

I'll get hold ot it right away and ge t buay on it. 

It'a just a triendly tip. I thought I ' d rather 
call you than call up I.F.Stona. 

:tea. (Laughs) 

(Laugh a) 

Well, thanks very much. It'• very appreci ated. 
I 111 taka it up. 

leah. 

Jack McCloy knows about the thing and I'll • . •. 

Well , I - I can't underatand why they've- I under­
etand that G-2 - General Strong knowe about it. 
He was inter ested but- I don't know - there waa 
something tunny went on over there. 

Well, I 111. ... 

Not with Strong. 

I know. Okay, I'll- I'll .. . • 

But thia i1 a tuner of a triendly geeture on my 
part. 

Tbanke eYer 1o much. I'll take it up right away. 

Tha nk you. 

I a ppreciate i t a lot. 
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Joe o• Oonnall. 

!he Beoretar:r. 

U ~el'f' anr queauon abou' VIa lepU,,. ot 1'1'1.• 

IUnl•hr Vln1ton Churohlll buJ'ln« a Unl tad B'a\el Oonl"'l-

aent War Bond? John 8ulllftn hU ra11~4 Uta qua1Uon. 

1'4 like to know. AI a .. ,ter ot taot, tor ,our ovn 

lnfol'!llaUon, I 811 peraonall:r paying for ~· bond but 

betore thl nevareell, he vlll be .. ytng that hi 11 bu,... 

lng tha tlrlt bond ot tha 'lhlr4 VaJ' Loan. Juet u aoon 

u rou ha" VIa lntor.atlon, be aure and oo•a rlsht ln to 

... .. • !hank J"'IU• 
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September 3, 1~48 

HK Jr aold a $100 War Bond t o Priae Minister Churchill bwf ore 

the News Reel C.-eras: 

· To launch ~h~ Wu Loan Drin, Kr. 
PriiiiiS Klnister, I &Ill glad to aell fOU the 
tira t hUDired dollar Bond. You ue setting an 
exllllple to r t .he titcy llillion Americana who 
are being asked to bUT 111 extra hUDi red 
dollar Bond during t he month of September. 

Todaf being the fourth anniTeraarr ot 
the entrance ot ;your rople into the war, 
I think this iB a goo way to oo111111t110rate it. 

·-
PRDm ){IJIS'fi!R CHURCHill 

Thank ;you, Ill'. Secretary: 

I can '1; think of a better wq to 

co-morate the anni nraarr. I will tell 

fOU what I will do. We will use th.ia Bond 

to ooJIIIIIIImorate another n ent . I will gin 

i t to the first American soldier who seta 

toot in Berlin. 
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.. ,.., SEP 3 19fJ 

Dear 11r. Brletolt 

'!'he ethel' 4«1 a IJ'OUP of otnolah ln .,. 4epa"-nt 

ot tbe War rtnanee Oo~ttee pzoeaented to me a beautttu11r 

b<lunO book oonet1 tut1nr; a zoeoord of the lld't'llrt1!11118 

8\lpport g1 Yen ctur1111 the t1r11t elx 110ntha of 19'3 to the 

:rar Bond en.zp.'\!fJ' ot the 11. s. Tzoeuurr Depart~~en t b7 the 

Dl"Ug, Coeaet1c and 41lle4 I lldu etnea. ,~. 

I want to exprus tbe ~,.eolaUoa not onlJ ot ., .. lt 
but ot YI'Ur OoTel'llment on tb.le pc.tnoUc vol untarr oontl'l· 

butlon by t he Druf• Ooemet1c and Alll ed lnduetr1ea. fh11 
1e a vlta11y lllefl 1'1cc.nt contrlbutlon becnuee lt 11 t. 

ftiiPletelr or SM!aed aotlrttr 0 11 t ho put ot an ln4ulb7 

dedioat~d to the sole obJective ot proaotlng t he eale of 

f a!' Bond1. l h uuelfl.lhnne hll• been clearlr 1n41oate4 

b7 the fact that no eo-rclo.l produ ct e4ver t111ns .. , 

employee! .• 

The Ncord a • l ndlcate& b1 the book now ln .,. poueu1011 

1B a Tal.uo.ble pe.ttel'll 'flhlob we hope other lnduatnee ~ 

aee fit to .-plO)' Ukewlee. At all "'"'' 70111' lea4er lh1p 

llll4 oooper a tion deeel"Tttl tull reootni U on ~. ue all. It 

h a eplen414 oontrllut1011 to tile wlnn1q of the •ar. 

We are - 1a tiM a4et of Ute tN•n~elJ l~t 

'fh11"4 Wa.r Lou O&JIIIdl:ll beg1M1ng Sep tellber 9th. Ill - ­

necUOII wlth We 'ftllrd war Loa11 oup&llll, the ~~-••U1 

tor l"ttaeblas a tar IJ'tl&ter nwiber of 1n41 'W'14ua1 tubeorlber• · 

than tlftl" 'beleN......,.. Jf!IV' ~ua of -taet Uuoowp 
rour enend,. a4vertldng aore 1CI!)()Ment 1tl&ll ever. 

AI leOl"tttU7 of the 'rl"ei111UI'1, I wllb to ea:pnu to 71111 

111 appreolatl• of tM taelpnal -po:raUon •ub all JOill' 

JIU'tblpaUnc UIIJnlu UTI.-..... our 'lal" loBI 4r1TIIo 

Mr. Lee II. llrhtol, Oball'IUII 
Dnac, Co••U• ua .uu .. 
6 

ln4udr1u oo-lt'" 
JO rlfth • ._ 

In Yoft, a .. YOI'k 

ra:gr 

11ncerel7, 

(II'& 1) a. M a a , • · 
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TREASURY DEPARTMENT 

INTER OFFICE COMMUN ICATION 

o .... September 3,1943 

Secretary Morgenth&u 

Smith~ 

This is & let ter for the Drug Industry, which replaces 

the meeting you were to he.ve with representatives of the 

Industry. It wu their idea t het this would serve the purpose 

as well. 

I 
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TREASURY D EPART M ENT 

I NTER OFFICE COMMUN ICATION 

oAn September 3,1943 
secret ar,r Morgenthau 

Fred Smith 

You will be inter ested in the following memorandum f rom 

Emerson Waldman, 

,.lie The People• inform me that the1 will let ua know tomorrow, 
~ . -

September 3, the guests the1 propose having on the broadcast f rom 
Monticello on September 12. The producer of the program, as a 
result of the research done in Charlotteavillef is quite eniDUaiastic 
abOut the "local" pos8lbi!lhes for participation 1n the program." 
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Randolph Paul, 

The Aeore tary, 

I und~ratnn~ that rou will bn b~o~ Rntu~n,, I t h i nk 

1t' a 'fer, iiiJ)Orbnt that rou ••• Ju~~ 'f1naon aM explain 

the progl'l'm to hir:~, I don't lflll\t hl l'l to have t he opportunUJ 

to aa1 that he didn't know about lt, t alao t hink that 

ve ehould Ill~ to eoe Jut'lge B:rrnee - JueUoe Byrnoa - for an 

op?Ortunity to explain it to hi~ . At leaot, I want t o make 

ever , effort to get t h U program to t h• before ve eee t he 

Preaident, Wa v111 hope t ha t t hey vlll be helpful, !ban~ 

yov, 

#:J.-- 6it~ 
U-~L-

dv~~-- -L 
/ 

~-~"1~-
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Dear Helll')' 1 

THE WHITE H OUSE 

WAS H I N GTON 

Soptember ~. 1943 

With r eepeot t o your letter of August 
twelfth, addressed to the President, about a 
dispute which haa al'iaen betwoen the Alien Pro­
perty Custodian and the Treaalll")', Whieb the 
President referred to ., , I undera~ thet the 
o:at ter is in process ot naaotiation between the 
reapective agenciea. 

'.1'1.11 ;rou pleaae in!ono • When an 
l.apesse hes been reached ard I will be li).ad t o 
take it up further? 

I aslllJIO that aa long as your staff 
is diacueaing 1 t w1 th ur. Crowley's staff in an 
amicable way, thoir negotil t1on should continue 
until a breakdown. 

Yoursr::, 

S.WUEL I. Rrotl' ll»l 

1118 Honorable 
1l1e secretary ot the Treaaur;r, 
Washington, o. c . 
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WEllliWIDUK FOR THE SECREURY. 

September 3, 1943, 

Wail Report 

Tax mail for the week -- three times heavier than 
that of last week -- was again filled with acid comments 
about the Declaration of Estimation. The farmer who 
wrote that be simply proposed • to wash his. bands of 
this estimating• voiced therfeneral sentiment of our 

~!~~~n:nl;r~:Pg!~i:!:tion ;o~t:~m:~~:!i::o:~~= "" , 
bility of estimating income for the final three months 
of the year, and most of them were complaining of the 
complexity of the forms . Several denounced as Fascist 
the penalty for incorrect estimation. Every day brought 
one or two letters from persons calling attent ion to 
what they considered an error in· tbe instructions-- the 
omission of "not• before the phrase •aore than $3,500 
a year if married• . A number of completed forms were 
sent to the Secretary, some with very pointed comments 
along the margin. Others were returned with a note 
that the addressee is now in service overseas . A number 
of writera asked that the date of filing be extended 
to October 15, and one suggested that for the benefit 
of accountants and Collectors of Internal Revenue all 
dates for future filings be staggered. 

1 dosen protests against further increase in 
taxation were in 110st in.atances accoaJ)&Died by a de-
mand for econo~ in GoveMilllent expend!. turee. ·The new 
CIO tax program bad 5 endorsements; the sales tax only 
3. 1 tax certificate of smaller denomination was re­
quested a nuaber of tiaes, and there were requests as to 
how to handle previously purebaaed certificates. A doubt 
of the Goverruaent ' a probable promptness in making any 
refunds that may be due in 1944 ran through all the mail 
that dealt specifically with tax payments . 

Although not increased in such proportion as the 
tax mail , Bond mail was heavy. It mostly consisted of 
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Wemorandum for the Secretary. September 3, 1943. 

ideas for the 3d War Loan Drive, or letters in regard 
to plans, appointments, etc . With the exception of a 
few persons who predicted failure because of New Deal 
tactics or Government extravagance , all those who com­
mented on the Drive expressed approval of existing 
sales organization, and confidence in the success of 
the campaign. General suggestions followed the course 
of previous mail. There was one suggest ion that •E• 
Bonds be sold at slightly higher rates and made tax­
exempt. Wembers of the Armed Forces have taken the 
lead in asking for t he issuance of special Christmas 
Bonds. A few business firms asked permission to grant 
increases in the form of Bonds, or to encourage sales 
during the campaign by matching, within reasonable 
limits , each Bond bought by an employee. In spite of 
the greater volume of mail, fewer Bonds were submitted 
for redemption, and fewer complaints of any sort were 
received. 

In the miscellaneous mai l there were 4 requests 
for copies of the r adio addresa recently delivered by 
the Secretary i n Baltimore. Interest in the invasion 
money used in Sicily lapsed completely, but there con­
tinued to be interest in plans for an international 
stabilization fund. 

Wail forwarded from the White House was again very 
small in vol1111e and very dull in cotll!llen t. During August 
only 241 pieces of mail were forwarded, of which 106 
were acknowledged in the Correspondence Divi • ion. What 
little mail came over consisted mostly of requests for 
some •ort of help ranging from assistance in connection 
wi t h the Estimated Income Tax problem to a plaintive 
reque st for a more equal distr ibut ion of beer. There 
was almost no mail in connection with the Bond Drive, 
and few suggeations in regard to taxation . 

.• • 
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General Comments 

Harry S. West, Altoona, Pa. I am a grooeryman and 
had ~first experience with the new pennies, which 
I think is one of the most absurd things our intelli­
gent U. S. Government has ever done. These pennies 
when new, are the SaM ai ze and color of a new dime' 
(as you know), and are certainly a head-ache to the 
businessman. The least you could do would be to change 
the color or distinguish them from the other money by 
some plain mark which would overcome the fact that the 
businessman will lose thousands of dollars a year. * * 

C. Mervyn Young, wynnewood, Pa. Kay I have a copy of 
your interesting radio address in Baltimor e, Maryland? 
Thanks . 

Anonymous - - Camden,. N.J. I see in today's papers 
you want more taxes . On Saturday nieht at the Trans 
Lux in Philadelphia when pictures of MacArthur, 
Eisenhower, and the President were shown, there was 
silence , But when a Russian picture was shown, there 
was great applause. And Whom do you think patronizes 
the Trans Lux? Think it over. There is trouble ahead 
and you fellows are causing it . 

George A. Easley , Presidentz. The National Iron !lank, 
Vorristown, N. J. * • * 1s rresident of this bank, and 
as Vice Chairman in Vorris County of the Third War Loan 
Dri ve, I have a dual interest and responsibility in 
the undertaking, and it has ha~ a.nd is having my.most 
earnest consideration. There 1s, however, a ser1ous 
handicap facing us in common with all other banks which 
if lett to drift must of necessity seriously impair or 
lessen the effectiveness of our effot•ts to accomplish 
the objective llhich you have set out for us 1 and which 
we all hope to achi eve . * * *We have lost to the war 
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services and indust ry pnctically all of our male 
employees . Eliminating five old janitors , 93~ of our 
present employees are women. * * * The women employees 
lfhoa we hue engaged in sub.sti tution for the men are 
doing excellent work, and we would be highly gratified 
if we were al l owed to keep them, especially since we 
have been put to the ex~ense and time of putting them 
through a course of tra~ing . Unfortunately, however, 
when trained, they become qualified for positions of 
responsibility in war plants where they are in demand, 
carrying increases in compensation to them as .uch as 
60% more than our authorized salary schedule. • • • 
In order to relieve the situation, we filed more than 
three months ago , in accordance with regulations i ssued 
under Presidential Order, an application wi th the 
Regional Office of the Sal ary Stabilization Board for 
salary increases for our staff, and notwithstanding the 
fact that we have since been in constant touch with 
that Board, we are informed that no consideration can 
be given us until such time as they have received an 
approved schedule adopted by the War Labor Board aFply­
ing to the banking industry. During all of this hme 
we have been encouraging our staff to reaain on the ir 
positions by promising them salary advances, but the 
continued delay on the part of the Regional Board is 
causing some of our staff either to doubt our lli.ncerity. 
or our ability to secure the necessary authority to 
make suoh salery increases effe ctive. No one knows 
better than you the added burden that the present war 
effort has thrown on the banks of the country, and this 
is especially true of small country banks such as ours, 
restricted as they are by the salaries which they cen 
offer. <> * * 

220 

•• .. 

Regraded Unclassified



- 3 -

Favorable Comments ~ Bonds 

Lew Kent , Program Director , WW.Z, llacon, ~orgia. 
Referr ing to your letter concerning the "Treasury 
Star Parade" programs to begin running during the 
Srd War Bond Drive , September 9th through September 
30th, I would like to commend your office on being 
able to secure such a wonderful array of talent. 
I would like to say also that during the pe.st, the 
"Treasury Star Parade" programs have been exception­
ally well done, and we consider it a privilege to 
broadcast them regularly over this station. 

Dr. S. F. Galaskiewicz, Dentist, Chicago, Illinois. 
I would greatly appreciate a copy of your address, 
"The Third War Loan•, given over the radio Thursday. 
U this time I wish that with the aid of God, you keep 
up your good work. 

Mrs . Wolff Lowy, Brooklyn, N.Y. Have given my personal 
check for $10,000 for the 3rd War Loan, which Wlll be 
iesued September 9 through the Brooklyn Trust Company 
of Brooklyn, New York, and I can assure you it is one 
of the happiest moments of my life. Hope my share will 
help to meet the goal. Our only son of 19 years is in 
the irmed Forces. 

Captain Edward C. Reamer, Ninth U. S.A. Air Force Head­
quarters , War Bonds & Insurance Office, c/o Postmast~r, 
N.Y.C. Information is desired by this headquarters 1f 
special War Bonds with distinctive markings will be 
issued by your office for use as Christmas presents ~y 
men in the field . This of fice has received several ln­
quiries from Unit Bond Officers requesting information. 
It is the opinion of this offic e that if such a plan 
was instigated whereby Bonds purchased prior to Dec . 1 
would be delivered on or about Christmas week, sale of 
Bonds in this theater would be increased by fifty per­
cent or more. 
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Unfa.vorable Comments ~Bonds 

Virgil W. Cutright, Smithton, P&. I have written 
and written about my December Bond that was lost 
and all I c&n get is letters . It looks to me l ike 
thef could send Df Bond. It was lost in December· 
it ls now September &nd no Bond yet. * * * I eith~r 
want 1111 Bond or the money I paid in. * * * 

Krs . 1. J. Schroeter, Centr&lia, Ill. I have been 
advised to write you in rega.rd to the charge we h&d 
to p&y to ca.sh 13 of our Wa.r Bonds. We c&shed them 
for the sole purpose of helping to make & down pay­
mento n a home . When I took them to the City Nationd 
B&nk, Cent ra.lia, Illinois , to be cashed, was t old 
there would be a charge of fif ty cents each, and when 
they called to t ell me them oney was there, and I went 
to get i t, I endorsed the check , and when they cashed 
it, was told t hey would just keep five dollars for thei r 
trouble . I feel as every one else does that that isn't 
fair . I t really discourages us about buying &ny more 
Bonde , but yet we know we shoul d do &11 we can to help. 
Thanking you to tell us if they have the right to 'charge 
thie fee . 

Fred P. Wood, President, Simplex Paper Corporation, 
.ldria.n, W.chi~an. The purchase of War Bonds i s & very 
necessary obll~&tion of the citizens of these United 
Sta.tes of !merle& . car supplies cannot be purcb&sed, 
the fighting fo rces paid, Without the citizens pur­
chase Victory ~onds. That is &bsolutely true, and it 
is incumbent upon citizens to do this. Tb&t we fully 
recogni ze . Nevertheless, there is no reason why Govern­
ment agencies should not do exact ly what the Government 
asks its citizens to do, and that is come to aome 
realizat ion that we are engaged in a war, a very costly 
war. I think I can say to you, without hesitation, 
that 50% a.nyway, and possibly a higher percentage , of 
the great long telegrams received from the Government 
agencies do not need to be sent as a te legra.m, and 
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this telegr&m of yours of August 23rd certainly comes 
under that category. * * * Tlie driTe does not take 
place before September lat . A letter, which would 
only entail the use of a 3¢ stamp, would have been 
just as good. I, as a citizen, believe this -- that 
Oovernment agencies ar e the servants of the people 
not the masters, and I feel I am justified, as a ' 
citizen, in suggesting to you that you be economical 
in the use of public funds . * * * I don ' t know how 
many thousands of dollars was spent in sending these 
telegrams , but if t hey averaged $1.00 apiece there is 
no question in my mind that many thousands of dollars 
could have been saved by putting the subject matter in 
a letter , and al so a much more intelligent appeal 
could have been made. * * * 

William U. Watson, President, Green Duck Company, 
Chicago , Ill . As I have just comyleted the dictation 
of a l etter to Mr. Norman B. Coll ne , E~ecutive Vice 
Chairman, War Finance Committee of I llinoi s, in 
response to a communication received under date of 
August 18 on t he subject of the 3rd War Loan Drive , 
I hope you will pardon me for calling tc your atten­
tion that although i t is probably true that the 
average family 's income is far greater than ever be­
fore, that there are a great number of small business­
llllln , among 'llh ich my company seems to fall, who have 
not found it possible, under p rea en t Government regu­
lations, to continue business , to say nothing of opera t­
ing at a profi t . There is small possibility of th1s 
group responding to your patriotic call. I am quite 
sure tha t if your appeal was di rec ted to our War 
Production Board, and made strong enough to impress 
them wi th the necessity of unfreezing the great amount 
of stock that has no value in our effort , thereby 
permitt lne smal l manufacturers whose equipment is not 
fit t ed for our war effort to f unction, you would not 
only secure a quick answer to your appeal, but yo~ 
woul d, in addition to this desirable result, r~ce1ve 
a great amount of grat i tude from the small bus1nessmen. 
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John A. Cross , Attorney at Law, Loveland, Colorado. 
I have put in nearly a year trying to obtain fo r Pfc 
Raymond D. Stroh and his wife the Bonds or Stamps or • 
a refund of themoney which wae deducted from his ry 
at the Sioux Ordnance Depot , Sidney, Nebraska, an 
have as yet been unsuccessful in getting the~atter 
cleared up. It now seems that the matter is in the 
hands of two different Government agencies, one for 
the amounts deducted during the period from September 
1 to September 16, 1942, which ia apparently in the 
hands of the Area Engineer of the dar Department, 
located at Scottsbluff, Nebraska, and the other for 
the three months prior to that, which we are now in­
formed is in the hands of the Commanding Officer, 
Centralized Field Offices, Finance Department, 366 
West Adams Street, Chicago , Illinois. • • • In other 
words, it seems that after having been passed from 
pillar to post, and one officer and organization to 
another for nearly a year, the only progress that we 
have made is that we are now dealing with t wo differ­
ent organizations at the same time . I am writing this 
to you because I believe that this situation, if it is 
duplicated in many other instances throughout the 
country, will be an extremely strong influence against 
the authorization of payroll deductions by employees, 
and indirectly an interference wi th the War effort. 
The considerable amount of correspondence I have had 
with various agencies involves enough work on both my 
part and theirs to have covered the expeditious and 
efficient handling of one hundred accounts of this 
kind, and the slack and waste motion of this sor~ 
must be adding terrifically to the costs of the JOb 
to be done, besides the bad effect on morale and co­
operation. • • • 

Merle Cushman, Cambridge, Mass . I am buying War Bon~s 
with all I have left from an actual living, and bank1ng 
none for sickness or other emergencies. Here is my 
question. Have we any assurance that the Government 
won' t come out with an order to stop payment on those 
Bonds until after the duration, or later, as most 
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people clai~ is apt to happen? As we have taken 
the Government's word before when they issue ration 
stamps good for so much, then co~ out and tell us 
that they are only worth part of what they were 
issued for , we can' t hel p but feel doubtful, Sa~e 
as the pay-as-you-don' t -drive five dollar windshiel d 
sticker. We buy t he sti cker eo we can drive our car, 
then the Government puts O.P . A. ~en on the road to 
stof us , Can you assure us that so~ething similar 
won t happen to our Bonds so we won' t be stranded in 
case of sickness or death? . 

Copy of letter sent to the Division of Loans & 
Currency, Chica~o, by Claude i , Guren, ~ttorney at 
Law, Detroit , lfich. l .s of August 1, 1941, and as of 
January 1, 1942, I purchased f rom the Federal Reserve 
Bank, Chicago, Detroit Branch, and the National Bank 
of Detroit, $50,000.00 each of U. S. Defense Savings 
Bonds , Series G, making an aggregate of $100,000.00. 
* * * I a~ no longer r esiding at 941 Hazelwood Avenue, 
Detroi t , and on July 15th I endeavored to change ~ 
address , as per above, by making inquiry at both the 
National Bank and at the local office of the Federal 
Reserve. lob' purpose in doing this w.aa to insure the 
receipt of your draft for $625.00 which was due and 
payable on August lst. However, I was informed that 
to effect a chan~e of address on U. S. Register~d . 
Bonds would reqUlre a notice of six months . Th1s, 1n 
~opinion, is beyond all reason;-Du~ is pro~bly.i~ 
accordance with Governmental r egulat1ona and actlVl­
ties". Had I been equally dilatory in~ purchase, 
you would still be "nolding the bag". * * * I am send­
ing a copy of t his l etter to Henry llorgentbau, Jr., by 
whom I am soli cited to purchase additional Bonds, tha t 
he may understand that the investor is no t given a 
square deal. 
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Favorable Comments on Taxation 

E. R. Castor, Pottstown, Pa. Allow me to compliment 
you on your letter, "To Federal Income Taxpayers• , 
with reference to Declaration Form 1040-E.S. This 
is the most clearly and simply worded piece of 
literature I have received from Washington in two 
years. (Suppose he means it?) 

Charles )t. Ross, Certified Public Accountant, Riverside, 
Calif . It was with extreme pleasure that I learned 
of the Treasury Department's plan to study our Federal 
tax laws with the view of making revision in order to 
simplify administration and reduce the paper work of 
taxpayera . I .. taking the liberty of presenting a few 
suggestions which I sincerelT hope will be given due 
consideration by the group appointed to tackle this 
important task. Possibly some of these thoughts have 
already been advanced by others -- then I trust that 
I will be lending emphasis upon the crying need fo r 
certain changes. * * • I am not sufficiently familiar 
with the names of the members on your Advisory Con­
mittee to ascertain whether the group contains a 
prominent tax accountant. If the group consists en­
tirely of attorneys , I fear ~hat important accoun~ing 
considerations will be overlooked. If the group 1s 
lacking a certif ied public accountant, the !mer1can 
Institute of Accountants should be contacted for their 
recommendation of an expert. * * • 
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Unfavorable Comments ~ Taxation 

Robert Clark Hollingsworth, New Augusta , Ind. If ~ 
eleven-year old son should compose anything as confused 
and unintelligible as the enclosed form l etter, and 
the tax forms which accompanied i t, I would whip him 
for being so willfully stupid. It is a great pity that 
the persons charged wi th collecting our taxes have 
never had any training in the use of clear and simple 
English. Some day your bright young men will choke on 
th.ia mess of incoherent bad gr&llllll&r -- an event which 
will fill me with considerable joy. 

N. Wood Hill, N.Y.C. As one in the •medium bracket •, 
I beg you to use your i nfluence to impoee other taxes 
(sales, luxury, etc.) rather than those directly affect­
in~ our incomes . Even ~ c present , I have to draw en 
pr1noipal , and take funds from my savings bank to pay 
these Federal taxes four times a year. I am pa t riotic, 
and eager to help, but surely the Government does not 
approve of a wrecking process li.ke this . 

F. Y. Hill , Llano, Texas. Of all the crazy setups dur­
ing the last several years -- I thought our Government's 
tr iple 1l1 was t he banner freak bureaucracy until the 
new income tax •pay-as-you-go•-erazy forma for estimat­
ing one• e tax reached me wi th their accompanying 
instructions . The Treasury baa gotten Mr. Secretary of 
Agriculture Henry Wallace 's famous and infamous AAA Farm 
Control skinned more ways than a eat baa lives . ~ 
honest belief is that when our citizens get down to work 
on this Ser io-Comic •Estimated Income • r eturn in earnest 
that your Treasury Department and Agents will hear from 
them plenty. If the new system does not collapse of its 
own f reakish, meddlesome, troublesome wei ght of ~stify­
ing complications, then you can call me a goat. I would 
rather be in Hell , or Texas , any day than wading through 
the new revenue-maze. 
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Repreaent&tive Robert Crosser (Ohio). • • • I &m en­
closing the l etter from K&rat&n Cle&nera which they 
sent ne , &nd if there is anything you c&n do to 
adjust this matter to their satisfaction, they woul d 
greatly &ppreciate such consider&tion. (The follow­
ing is the letter addressed to the Congressman by the 
President of the Company. ) Enclosed ia a copy of our 
letter addressed to the Treasury Department, having to 
do with a double assessment of our Unemyloyment Tax 
for the reason that we were late in pay ng it. Our 
lateness was the result of not having the funds with 
which to pay it, and, although we are slowly paying up 
our taxes, we still owe some and therefore are hardly 
in a position to pay them twice as we a.re now called 
upon to do. It just seems to us that a penalty so 
great, equal to the original tax, certainly ia not 
within the spirit of any law, except there be willful 
and flagrant violation. This does not exist in our 
case . To apply such a penalty and insist upon it seems 
a very satisfaotory way to destroy the small business. 
There having been an extension granted in which to pay 
the tax during the previous years , we indulged a hope 
that this would also be done in 1942. • **When it was 
not extended, it was then too late for us to make any 
corrections . • • • Very likely there are other tax-

layers in the same predicament and probably Congress 
n it a wisdom will see fit to provide for a further 

extension and thus automatically abate these penalties. 
If not, we hope that something can be done in our case 
to abate the penalty because payment of it will be 
practically impossible without seriously injuring our 
busineu. 

Capt. Frank t . Jefferson, c/o SS PICKENS, Postmaster, 
N.Y.C . I have before me one of your 1040 ES blanks 
and beg to advise you that you haven't any seat- . . 
warming slacker in your Department who knows what 1t 1s 
all about after he has made th.is up and spent thou­
sands of dollars sending th.is out to me and the rest 
of the public , Most businessmen do not sign forms 
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and blanks issued by the Govel'!lment unless they can 
give an honest answer. I happen to have been raised 
in the old school. I nor any other living being can 
estimate his income in advance during wartime. In 
one of your paragraphs you state you will refund over­
payment. However, you didn' t state when. My experi­ence wi tb the Treasury Department bai"lieen very un­
satisfactory along these lines in the past. It usually 
takes from six months to twenty years to receive any 
refunds from the Government, unless you have an l et 
of Congress to do it . Furthermore, I will probably 
be on the other aide when this p&¥ment is due and 

fur thermore, you have a penalty attached if you under­
estimate your futur e income. • • • It will cost the 
average citizen thousands of dollars for useleaa paper 
work and accountant feea and headaches over your -
systematic gouging of the public. * • • 

Wm. N. McCormick, Box 6, Route 1, Dayton, Texas . 
I have talked to several persons in regard to the pur­
chase of Wa.r Bonds. Not a one of these persona but 
would'prefer to pay the computed income tax on a Bond 
at date of purchase than to have the headache of 
figuring out amount of income to pay on Bonds held. 
Per sonally speaking, I would prefer to pay $20.00 for 
a $25.00 Bond and not have to pay a lawyer to figure 
i t all out for me. By adding the income tax to the 
~rice , I believe you can sell two billion dollars to 

Back the Attack• and get more money. 

Yra. Annie E. Howell, Ballsville, Va. In March when 
the call came for paying income taxes, I filled out 
one of the yellow forma and sent it to the Collllllinioner 
of Internal Revenue at Richmond, Va. I wrote a letter 
stating there waa no place on the blank for widows, 
sent in the amount of m7 income, and asked to be 
classified . The deadline for paying was so near , and 
I had not heard from the office, that I then wrote a~d 
sent a blank cheek containing ~ signature, and atat1ng 
that I was due to pay a tax , to fill in the check. 
When 111 check was returned, $24.00 had been taken. V;y 
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year ' s salary was $580,00. I wrote two letters and 
finally I decided to go to the RiGluaond Office, 'but 
they didn't seem to be able to tell me just what I 
should h.ave paid, but promised to let me bear from 
the office. I have not beard from them as yet. Will 
you please tell me how much I was due to pay? ~ 
husband has been dead more than three years, and I 
have no children, but that is what makes it so hard. * * 
I have to do all that be did, and more, as far sa 
cash is concerned, as many things be did around the 
home, I have to pay for having done, • * • Please 
help me as I had no dream that I would have to P&T 
so much. • * * Twenty-four dollars seems very small 
t o people of means, but it is a lot to a poor person. 

Horace R. Southwick, Hotel Ben Bolt, Wex i co, Mo. In 
1942 the Government asked people to bU¥ U. S. Treasury 
Notes wi th money they were saving to pay income tax. 
We did our bit and bought $2,500 . We have used part 
of this to pay income tax, but now things have chan,ge.d, 
with the pay-as-you-go , and~ income tax is withheld 
from my wages. Hence, I have no use for balance of 
Treasury Notee, These were to draw interest if used 
to pay on income tax, but now tb~ngs have changed, and 
through no fault of our own, we cannot use them. Do 
we have to lose the interest on the Notes? It looks 
only f air now that these should be paid with interest 
to date. I waa informed yesterday that they could be 
caabed but no interest would be paid. * • * 

Margaret E. Brown, Showboat Theatre, Freeport, Texas. 
I received some forma from the Treasury Department in 
Austin, Texas, re~arding income tax . I don't under­
stand about the Wlthholding tax at all. lnd everybody 
I've spoken to about it has a different explanation . 
I can't understand all those printed explanations I' ve 
been sent . There are too many if's and's and but'• 
in them. I wonder if you could send me an explanation 
i.n ordinary, plain, everyday language . I want to do 
rigb t, but I can • t if I do.n ' t know what to do. * * * 
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Albert Zange, Auditor and Public Accountant, Sa.n Diego, 
Calif. (Encloses copy of letter he addressed to the 
Collector of Internal Revenue at Loa Angeles . ) "In view 
of the fact that no f orma 1040 ES (Estimated Income Tax 
Forms) are avai lable or mailed to my clients up to the 
present writing, and havin~ over 100 to complete by 
September 15, 1943, which 1s almost an impossibility, 
I am requesting an ext ension of time of SO days on the 
following clients. "• **Also a brief reply thereto -­
"Please be advised that no ext ensions of time are being 
granted at this t iae . The necessary forms will be sent 
you before September 15 , 1943. " - - • • • "I baTe been 
a Public Accountant practically from the inception of 
income tax laws , and I have always found the Deputy 
Collectors at the San Diego Office very courteous and 
obliging, but I cannot consider the answer to my letter 
from the Los Angeles Office anything but discourteous 
and insulting t o my int elligence . In the first place, 
his answer would imply that I am r equesting a SO-day 
e~tension f or my pe r sonal 1943 Estimated Income Tax 
Return, which is already estimated and the money ready 
to be paid in f ull immediately upon receipt of Form 
1040 ES, but you can readily understand it is impossible 
to take care of my clientele if not a single one has 
received a 1040 ES Form up to the present writing, an.d 
ae a Public Accountant, rbave many other duties to 
perform other than Estimated Income Tax Returns, and 
with this in mind I am convinced you will readily under­
stand my requesting a 30-day extensi on on the enclosed 
list of Estimated Income Tax Returns. An immediate 
answer will be greatly appreciated granting my request, 
as. not only am I worried sick about the prompt compli­
ance of making up t he returns in record t i me, but my 
clients are worrying me crazy about why I cannot get 
the form.s for them. 

J. H. Hoeppel, Manager, National Defense (magazine) . 
I am writing to you requesting information as to the 
action taken by your office on the application of 
Lester S. Terry, First Sergeant, U. S. Army, Retired, 
who made a claim on your Los ingelea of fice , uking 
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for refund of the income tax which he paid for 1941 
alleging in his claim and protest that he was exempt 
from paying income taxes during this period because 
of the provisions of Public No . 262, 74th Congress, 
Section 3. Your Los Angeles office , under date of 
June 17th, had this question up for final determina­
tion and Sergeant Terry was requested to appear, 
personally, for a hearing on his protest. Under 
date of June 21st Sergeant Terry informed your Agent 
in Charge of the Treasury Department at 417 South Hill 
Street, Los Angeles, that he did not desi re to afpear 
personally because of the fact that his "argumen. was 
contained in the Brief which accompanied bi s claim 
for refund ". Sergeant Terry requested that his protest 
be forwarded by the Los Angeles office to your office 
for final determination. ~is was on June 21, 1943. 
Acting for , and in behalf of Sergeant Terry, I request 
that your office inform either ~self, or Sergeant 
Terry, as to your final decision in this matter so 
that we can proceed further, if necessary, in an appeal 
to the U. S. Court . * * * · 

John llbert Pr~le, Oakland, N. J. Attached herewith 
please find: (1) Copy of Df letter of January 28, 
1943, to Collector of Internal Revenue, New York; 
(2) Copy of ~ letter of July 28 to Kr. Joseph T. 
Riggins , Collector, 3d District, New York Citr; (32 
Form letter in reply addressed to me as "Gentlemen , 
dated August 24, 1943. I know you expect us all to 
pay our required income tax promptly. Don't Y?U think 
your Department might be more prompt in a rouhne re­
fund of this sort, and more cooperative in seeing that 
it is made than a delay of seven months or more would 
indicate? It is brought to your attention in the hope 
that you will do something about it . 

Urs . Rhoda R. B. Wood, Pittsburgh, Pa . ~reb 14, 1942, 
I paid by check $16.00 Federal Income tax, and on 
~rch 12, 1943, I paid $71 .00 Federal Income Tax. ~ 
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daughter, Yrs. John L. Sedlacek, went to the Federal 
Income Tax Office and a man there, delegated to give 
information, marked a yellow sheet statine my tax 
amount. Now I want to protest, especially to this 
latter assessment. * * * I am a retired teacher 81 
years old last March 12th. I am a wheel-chair ' 
occupant, and almost blind. * * * ll;y ps nsion is $80.83 
per month. It costs me for care, room, and board and 
laundry, $66 .00 per month, and sometimes more. 
Insurance $12 .65 -- a total of $78 .65 every month 
leaving $2.18 for clothing, medicine, a doctor, ' 
miscellaneous things. How can it be done? * * * Well, 
i f you will consult your files, you will recall _, 
having cashed in my Liberty Bonds August, 1942, 
I think. With this money I boufht War Defense Bonds, 
paid various bills, until now, am Just about bank­
rupt . Uncl e Sam says he does not want a penny un­
just ly. Does my eension just ify such taxation? Right 
close to "Shylock , eh? Please refund. I am truly 
sorry' to make such a request at this critical period. 
There are thousands amply able to bear the War burden. 
Here is a olipping substantiating ~ statement. 
(Headline : "IVelles Way Purchase 50-Room Maine Estate") 

J . W. Snider , Calumet City, Il l . The idea is growing 
on people in general that any money taken by the U. S. 
Government by the withholding tax plan will not be re­
funded after March 15, 1944, if the return filed on 
that date shows that too much money has been withheld. 
WOst any one knows that if a refund is due, that it 
will take several months to cheek the records and make 
such refund to the individual, but if he knows that he 
i s going to get it, he will be willing to walt. * * * 
We have too many conflicting statements from different 
Departments stating one thing today, and something e~­
tirely different tomorrow. People rapidly lose confl­
dence in a boas who doesn't know his own mind, and 
also in a Government Bureau that doesn't lay down a 
plan and follow i t. * * * 

Philip E. Hamilton, Attorney :t Law, Beaver Falls, Pa. 
I received the copies of the Current Tax Payment Act 

233 

• . . 

Regraded Unclassified



- 16 -

of 1943•, and have ·come to the conclusion that it is 
impossible to understand ita meaninf without reference 
to the Internal Revenue Code , of wh ch it is an amend­
ment . * * * l s I read the amendment, the same de­
duc t ions are allowable as were allowable under the 
general act, but just how professional men and farmers 
are going to estimate the income for 1943 is one of 
the uey perplexing problema confronting all of us. 
It aimpl7 cannot be done . We are going to witness 
the moat hopeless and utterl7 confusing state of affairs 
we have 7et experienced so fa.r aa Federal taxes are 
concerned, and I have not the slightest doubt that all 
our great middle classes are going to enjo7 the experi­
ment of being penalized for failure to do that which 
is impossible. It is certainl7 an amazing p ieee of 
legislation for a Government to impose on a people - -
so far as I know, the onl7 thing of the kind ever 
at tempted throughout all history - - namel7, guess what 
the future will be ~ E!l ~· --

C. G. Schietinger, Sanitary Hatcher7, Weimar , Texas. 
1 lot of people in the United States, including the 
writer , hive purchased Series •c• Tax Bonds to come to 
the aid of the Government by pa7ing their taxes in 
advance. It is to be regretted that the Department of 
Internal Revenue seems to have never heard of these 
Bonds. If the Internal Revenue Department had been 
informed about this matter, I would not feel so bitter 
about their rules and regulations. • • • I had the idea 
that perhaps the Treas\1'7 Department had aome loose 
connection with the Revenue Department, that the 
Internal Revenue Collector's office at Austin would be 
informed .no has invested in Tax Bonds, that we who 
are holding these Bonde would not be penalized for the 
failure of estimating our income correctly up to a 
certain 'percent, since the Government is alread7 in 
the possession of ~art of ~ income. Instead of 
getting 111 Countr1's thanks for bur.ing a tax Bond some 
11 months before 111 tax co~es due ~Karch 15,,1944), I 
should be penalized for a mistake in figur1ng ~ 
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income. This is one of those clear oases where the 
right hand of the Government does not know what the 
left hand is doing to the extent of causing great 
dissatisfaction. • * * 

J. E. McCoy, Muscatine, Iowa. After looking over 
Form 1040 ES table of instructiona for estimating 
farm tax , I find that it ia one of the most conflict­
ing things to a farmer that baa ever been imposed. 
It looks impossible to be done. I used to plan one 
to four years ahead on ~ farm program, This kind 
of administration has made it impossible to plan over 
one day ahead . With the change of ceilings f rom time 
to time, one can never guess what the income will be 
on any one commodity tba t l: rai se. I have fed quite 
a few cattle in~ time . They are so far out of line 
that big feeders have also quit. I won't know a thing 
about ~ income until I close my books on cattle. 
Hogs were more profitable in 1940 and 1941 than they 
are now, but how much I don ' t know until I close my 
books for the year. • * * I never thought that Congress, 
in this state of affairs, would impose on farme rs what 
they have in this pay-as-you-go tax plan. Now you ask 
a penalty if we farmers miss our estimate 33%. When 
the bankers list fo r a barnyard loan, they can't guess 
wi thin 33%, ao with an absolute uncertainty of any 
s i t uat ion that arises on the farm, you have aade it a 
law for us to do the impossible. • • • I would like to 
see eaoh individual satisfied in preference to having 
hia business, his mind, etc. , ln a turmoil all the time. 
Right is right, and good will always come from it in 
the end. But no good can come from aome of the things 
that are being done by this Admlniatrat ion. Science 
baa been trying to make the mlnd last aa long as the 
body, but the minds of the people can' t hold up in this 
state of affairs. I have had qui t e a few worries 
caused by the allocat ions. I have, on one occasion, 
driven 223 mlles to get r epairs for a pump, 133 miles 
to get repairs for hay tools. Other tlaes I just went 
in town and r eturned in less than an hour with minor 
repaira of that sort . That is the uncert ainty of which 
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I spoke that makes it impossible for me to estiaate 
one year's income in advance. If you want cooperation 
you will have to cooperate also . As far as I know now, 
I will wash my hands of thi s estimating, as quite a f ew 
farmers are going t o do, and will close Df books as 
formerly. 

Warren J . Pratt, Chicago , Ill . I want to compliment 
you on the last income tax law, recently put through 
Congress . I think that it is a manel and one that 
must h ave required an enormous amount of gray utter 
to figure out. How any person given the authority to 
goTern the people of this United States would want to 
conceive such a cockeyed law as t his one, I can ' t 
understand. The idea of havin~ to estimate Df income 
for the balance of the year ~ How can I tell what my 
income is going to be anywhere near the correct answer? 
I may be working overtime every night the rest of the 
year; I may get another j ob and work for less money; 
I might even take on another job and double my money - ­
how do I know at this time? Another thing, what point 
is there in making the rules so hard and the laws so 
screwy that no one understands them? All the Govern­
ment should be interested in is getting the 20% and 
making it as easy as possible for the taxpayer. The 
way the law reads n.ow to e common person like me, who 
is forced to pay for the gifta to England against his 
will, ia worse than a cross-word puzzle . * * * The idea 
of talking tour freedoma and then threatening a tax­
payer with a heavy penalty because he erred In guessing 
how much he may earn ~ * * * I don't like the law the 
way it i s wri tten up; I don't like the principle of 
having all these rules coming out of Washington with 
a s tinger on the end that if you don't, you are subject 
t o a ten thousand dollar fine. Give us four more years 
of the New Deal ideas of life and we will all be better 
off dead. Sure , I'll pay my tax. I 'll pay more next 
year 111 d like it too, but I do t hink we little taxpayers 
are enti t led to a little more feeling from the ones we 
have elected to run our Government. * * * 
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Sept. 3, 1948 

l(r. Thompson 

Secretary l(orgenthau 

Would you or Charlie Bell please investigate 
the matter mentioned in the attached clippi ng, and gi ve 
me a written report on it not later than Tuesday 
morning. 

Article f r om Washington News 
of Sept . 3, 1943 - Engraving 
Cafe Horribly Di r ty. . 
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rw,..r•d•U•t •..._... • ...,.,.., 
---· • ... , ... .. U. lfU I- ,._,. 

'fw7twq ,......, 

(IIIMf) w. XMjfiUIIMI; Jr. 

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

t MI J Lt 
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AUG 18 l 

•• t ... onet h !ldt t J 70UJ' let t ... or 
.1\l;uot le \n wlueh l. t 1t requ11ttd tbat t he 
Tre .. uey Deporbaent t ake r.tatn er ettpl ll't 
proper a~.S noeus'try to aooo~lllh ~ pro;z;lt 
rel•• •• to • Cbo.rlea B. •teDanhl, Jr. ,, •-
• ·~~~ po~a. l.n ~lo~kod• aterll.~ OA depoal t 
to lur account ill Londl'l~p ill order that t!Jo. W.. 
U.ul el Q11 proo.-4 ~odlat•lr with ~b• oonatruc­
t lJA o: a b;takwater and ,thar neeeni&J'T p, rt 
Jacllltioe at bal«ab6 ~. C&bl~da Po~tQGUO .. 
,-:.,,, t Arrl. ~~a. It !e ata t ad tu t thl 11 cnn~ tl"~ett 111 

wor k 1t requi~ed t o f acll l. ~lltt t.'lt • 'll.p:1cnt or 
caho£11111 tnd other atrato~;i c ~~~<.t :ll' l.&b n:s!d lu 
t he wt.r .rr, r t. 

TM Trt asi1J'7 J,ep .r~.'lll!lt wlll l....cll.att.ly 
tut t.hie ::athl' up wit.\ t.~• dr\ tl.a'l Trt aMI')', 
~~A Wi l l kevp ~~~ ~fri~ed Of dtTtl,~ntso 

11 ... t r 1 •· .r•, 

(llllped) 11. Mom~ntlo.ae, Jr. 

'l'be IJOAOraltlt 

bt ~·•r•t.&J'T or the ftaYJ. 

J'.:DlJBohucr 
8/1.0/43 

t; ' 
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C<lttp!!tL 

~Mel .... \IU .... ,_ - ,_..al ... _ 
IIIDk of 1 .. tollt, for U. ~ iaJb .. u. 
of U. S.n'-7 ot _. "--'• 1 tU..U• tor * -.ll _... _.., 25, 19431 ·~ ilollar 418-..,_\e- ot ta.II1\1U -.:tft ... ,..... 
-'- a\ tile ,._al .... .w IIIII* at 1 .. to* 
....s u.o - tiT ~ \Mae ••• .. ........ . 11.__.. 
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C~IUD!llTIAL 

F'EDEPAL RESERVE P.ANK 

OF Ne"'l YO!!( 

September 2, l94J . 

~ar lolr. Secretary : Attention: Mr. R. D. l.hit.e 

I &.111 enclosing our COCIPilation t or tlw woek 

ended Augu.3t 25, l94J, showing dollar diabursemonta out 

of the British Elnpi re am French accounts a t thia bank 

ond the 1ooana by which theae expendi tu r- • wore financed . 

Fai thtlllly yours , 

/s/ L. 1'1. Knoke 1 

L . \\'. Knoke, 
Vice President. 

The Honoreble Henry llorgenthau, Jr., 
Secretary ot the Treasury, 
lleshinaton, D. C. 

Enclosures 

c 0 p ! 
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l) 

BRITISH ¥CST Sf&6ET 
U.S . SECJlEl' 

OP'XEL !10, 29() 

NOT TO BE JlE· TRANSIIITl'E!l 

COPY NO. --L2. 

Inl'ol'llllltion received Up to 10 o ,a , , Jrd Septeaber, 1943, 

1 . MIUTAftX 

mJ.I. Early this morning troops of Stb U,K, and let Canadie~ 

divisions witb wome armour landed near REOCIO l.'rOIIl CATANIA • 

• 
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OFFICE 
410R£TARY OF TREASURy 

190 SEP 4 ~ tf;tf' BE RE• TJlANS!.iiT1E!! 

BR!TIS!! !4Mf\W£EPARTNOT 
u.s , SEC@t 

OPTEL 110, 291 

COPY 110. I J 

Intonoation received \lP to 10 a,m,, .)rd Sept.eaber; 194), 

21111 , One ot H, ll, Anti-submarine T'ravlera escorting 2 ships tr0111 
LISBON to GIBRALTAR shot down l out ot.) F,ll, 200 which attacked otf CAFE 
ST. VlliCENT. One ot H, ltl, Submarines hss torpedoed a atrellded Italian Destroyer 
which wu being salvaged at ALICE POill'l' in GULF OF TARANTO, the stern of the 
Destroyor eank. 

2, AIR OPEJ!ATIO~ 

WESTERN FRONT. 21111, 104 escorted medium bombers att acked an ... 
munition dump in tho FORET DE I!FSDI!I, Fortreaaos d.t·opped 88 tons on two 
airfields and escorted karauders dropped .)7 tons on UA~l!IOARBE Po~ror Station, 
10 escorted Bostona cade an effective lew-level attack on SERQUEUX railway 
oentro. llurriOilllOB destroyed 4 look gat es at ~h'EF.RT ... t of FL!5HING, 
FrCIIIl all <>pOrationa S Fighters, 3 'HuiTieanes, 1 llarauder and l Boston are 
miaaing , llneJII)' casualties: 4 . l . o, 

21111/.)rd, Aircreft deapetohed: Aa:mnition d1111p !'aiE'l' DE l.aR!!I.L, 
near VALEIICIENNES - 41, S"" -min1ng - 89 (l missing), COLOGllE and DUISBUllG 
- 8 , Intruders • l.) , llany large explosicna were aeon in the FlJlS1' DE OORUL. 

liAJ,X. .)l at . A total of 216 escorted modium and light bocbers 
at tacked 4 railway centres on the foot of ITJIL Y, 

.)let/lat. Wellingtons dropped 71 tons on railway yards at SALERiiO, 
l Wellington missing , 

$ABDINIA• lat. 58 Fighter bombers ei'tootively attacked a zinc 
works nea r CAGLIARI. 

2ss I 
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