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Operator: 

Dan 
Bell: 

Operator: 

B: 

HMJr: 

B: 

HMJr: 

B: 

HMJr: 

B: 

HMJr: 

B: 

HMJr: 

B: 

HMJr: 

B: 

HMJr: 

Roy 
Blough: 

HMJr~ 

B: 

HMJr: 

Mr. Bell' 

Yea. 

The Secretary. Go ahead. 

Hello. 

Hello, llant 

Yes, sir. 

October l , 19~3 
9=~2 a.a. 

C&n somebody tell me vbat happened last night in 
regard to my tax meaaage t or Mondayt 

Yes , sir. Roy Blo~b and Paul are both here. Roy 
is ready to talk to you. 

Isn't Gaston •.•. 

Gaeton, . Whlte, Sullivan and Mre. Klotz are all 
here. 

Where 1 a Paul? 

Right here. 

Pault 

Yep. I mentioned bia name. 

•. 

Vell, who's going to talk to met Blough? 

Blough, yea. 

Al l right. 

Hello. 

Hello, Roy? 

Yee. Nothing -- really nothing happened. Fred 
8111 th and I took it over to Rosenman . • .. 

Yeah. 

1 

~' • 
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Be took i t and valked avay v1th hia overcoat and bat 
on. 

Ob huh. 

So, he didn't ask any queat1ona. He didn't read 
it there. 

Yeah. 

And I haven' t heerd trom 
whether Fred baa or not. 
tbe room. Ben Cohen vae 

him since. I don 1 t knov 
Fred baa Juet come into 

vi th Ro aenmen at the time. 

Uh bub. Well, can you very brietly outline vhat 
t orm it took' 

Well, Fred being the principal author and being here, 
I 1 d p r at er he did it. 

Suite me. 

All right. (Aside: Fred.) 

Bello. 

Hello. 

Got any black eyes? 

N-no. (Laughs) 

Well, vhat happened' 

Well, you mean on the ••.• 

I mean vhat'a the t or•' 

Tbe torm ia tbia: You atart out by saying you vant 
to presen t the -- the Administration euggeeta a tax 
program but more than that you vant to explain vhy 
the program vas developed because they are entitled 
to knov that -- not only the decisions you have made 
but vby you made them. 

Yeah. 

Tben you say that becauae o t the huge coet ot the 
var and eo on and tell bov much-- uh - - that you've 
got to deal. in very large tlguree ...• 

2 
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Xeah. 

•... aetronomical tigurea •.•• 

Xeah. 

••.• and that while you may be able to out eome ot 
the ooete ot the Government -- uh -- you certainly 
oan' t be frugal about the war beoauee we know that 

3 

the -- the - - the ooet ot the war hae -- that ia, the 
supplying or equipment and eo on bas saved lives. 
Then you go on and say -- uh -- that in the taoe ot 
theee huge amounts ot money that have go t to be raiaed, 
that you met wi th the eerioue pr oblem ot creating a 
tax prograJI that' s tair and equitable. 

Xeab. 

Ub -- and that you point out there that while you've 
got to raise the amount ot money -- the big amount ot 
money, you've atill got to bear in mind that there ia 
a point beyond which eome people can't go on paying 
taxee. 

Xeah. 

And that you're just saying that to remind everybody 
that -- to emphasize the tact that the Treasury hae 
juet not arbitrarily eet down a figure •... 

Xeah. 

•..• and then aet abou t finding a f ormula to get it. 

Yeah. 

Than you aay that your -- tba t you 1 ve oon -- tba t 
you've thought ot every conceivable plan and that 
each ot these plane baa been measured against tour 
different things whioh oovere pretty muoh the -­
the waterfront that you had to ooneider. 

Xeab. 

Uh -- then you start out and eay that one ot the 
ohiet coneiderationa 11 the -- in eet ting up thia 
t ax program wae drawing ott the exoeu spending 
money. 

· Yeah. 
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And there are the facta about that. Uh then you 
aleo bring in the -- in thia f orty-two billion, you 
subtract trom the forty-two billion the seventeen 
billion that you are going to get -- uh -- during 
the course ot the year. 

Yeah. 

And then, even that seventeen billion plus the other 
non-inflationary savings still leaves a substantial 
amount ot excess income ...• 

Yeah. 

.... that the xonsumer v111 have to spend. Uh -­
then you aay that -- that •we at the Treasury• --
1The danger ot inflation mounta,• is the way you 
finish that paragraph. Then you eay, •we at the 
Treasury have ma~e numerous recommendations over 
the years to help p1•event ou·r being caught in a 
whirlpool or rising prices. As tar back aa Oc tober 
16th, the cost ot living having risen then 
about 2 pointe, wholesale prices having gone up 
abou t 5 pointe •••. • 

A liitle slower-- va1t a minute a l1 t tle slower 
and a li ttle l ouder. 

Okay. I'm - - I'm J~et reading thi s because it 1 e •.•. 

I don't know whether you're •... 

I didn't know whether you wanted to use it or not. 
See? 

I don't know whether you're reading it t or my pastime 
or-- because I can't hear it. 

Okay. (Louder) You aay, •we at the Treasury have made 
numerous recommendations over the years to help prevent 
our being caught in a whirlpooe ot rising prices.• 

Yeah. 

4 

"Ae tar back as October 16, 1940, with the coat ot 
living having then risen about 2 points, and wholeeale 
prices having gone up about 5 points, the Treasury called 
a ttention to the 1noipient development o t inflationary 
preeaure reeul t i ng trom the oapao1 ty shor tages then 
beginning to appear in variou• basic material 1n•~'"Aoo tf 
-- industries. 1 

( 
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What ia that statement on October 16th? 

Well, that ia the -- that I took out ot th1a 
book • It is a memorandum that waa wri tten to 
you by somebody in the Treaaury. 

Well, what did I do with itt 

That I don't recall but I Juat quoted from it. 

Well, I wonder it I didn't do anything Wi th it, 
whether you might better not atart with my Beaton 
apeaoh beoauae I think that wae the tirat public 
thing. 

Well, that may be. What I -- what I've done here 
waa start W1 th the datea. We'll have to go o<rer 
it from that standpoint. 

Yeah. 

On December the l!th, then, you recommend a maJor 
expansion 1d the ateel program in order to combat 
inflation. On the 19th you set up the Detenae 
Savings Starr, on March 19th. On September the 9th 
you told an audience in Boaton that -- and you 
quote -- and then I quote trom that epeeoh. 

I aee. 

Beet In other worda, I'm Juat giving it an historical 
background there. 

Yeah. 

Uh -- then on December the 27th, you inaugur ated 
~he pay-roll savings plan t or the regular and atate•­
atio aale ot United Btataa Savings Bonde to wage 
earners. Wi thin a yea r nearly 25 billion workers 

5 

were regularly buying bonda through pay-roll deduction. • 

Yeah. 

"They were deducting nearly 8t~ ot thei r pay, o r a 
total ot three -- over }50 million dollars. At the 
preaent t i me blank million workers are deducting an 
average ot blank per cent or their pay or a total ot 
over blank million dollars a month and the figure 1a 
rla1ng constantly: aee -- and get a plug in there. 

•on Maroh the }rd 1942 I appeared before th1e commit 

• 
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and proposed an inoreaae in revenue o f 7.6 billion 
dollara. • I eta ted tM t the chief duty of the 
nev Revenue Aot vas to help oheok inflation and I 
quote , •Nothing i n the eoonomio field can interf ere 
v1 th the var effort as much as unoon t r olled rise in 
pricea, and inflationary price rieea are the source 
ot grave social unjustioe.• Unquote. Then, •I have 
given you this background to remind you that this 
intla tionary tendency 1e something that Me been vi th 
ue over a period or yeare, something agai nst vhich ve 
must constantly e tand guard.' Then the business about 
'Tvo- thi rde or the income or the nation 1a nov going 
into pay envelopes or peopl e earning leas than 
IJ,OOO.• 

15,000. 

Huht Well, ve've used the 13,000 and t wo-thirds -­
it's seven-eights and 15,000 .... 

All r ight. 

•... it you vant to use it •... 

All right. 

•.. . and told hov many million people that involvea. 

Yeah. 

•Raving this in mind, and alao the need tor addi t i onal 
funda t o finance the var, the Treasury eet a goal 
early this year of 112 billion. Since this goal vae 
eet as a eatisfaotory figure from a fiscal standpoint, 
we've done considerable inveatigating and eo on, 
checked the etatiltioll information against the actual 
situations a nd -- and then just-- a nd then ve made 

6 

,, .. 

a small survey o r income ' and expenditures in one war­
veal thy indue trial city -- a eurvey of people at varioue 
income levels. In fairneee · to the average American 
citizen, ve must say that not every one is over-earning 
and over-spending. We f ound, too, tha t a great 
economic ••.• • 

Just a minute-- a little louder and a little alover. 

'In fairness to the average American citizen, we must 
aay that not every one is over-earning and over -spending.• 

Yeah. 
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•we r ound, too , that a great economic t raneition baa 
come over tbia na tion einoa the var began. • Then the 
buaineaa about our coming ou t or the depres sion and 
paying our debta. 

Yeah. 

"But thle does not leuen the danger .... • after that'• 
over • •.. . but t hie doee not leaaen the danger or infla­
t i on, t or even the payment or debta could not abeorb 
enough o r our danger oue dollars and every dollar that ia 
lett can be spent to absorb eome part or a constan tly 
shrinking supply or goode and eervicee. 1 

Yeah. 

Then you aay you 've thought a great deal about the 
average man, beoauae be vaa maki ng about t J ,OOO a 
year, because be 1 a the one vho baa to pay the moat 
ot any i ncrease in taxes. And then you explain hov 
you can ' t get any more out or the r1cb people-- uh 
then you-- then you aay , •one or the th1nga ve muet 
do .... • 

') Yeah. 

7 

• •... not to satiety the l ov-inoome person, but to 
be Just to h1m, 1s to make allowance tor hardehlp oaeee.• 

Yeah. 

1 And even vhlle ve are ee tting out to get mor e money 
!rom moat people , ve need a ctually to give tax relief 
to aome people. • Then I take an example or a married 
man vitb tvo klda, maki ng t1, 500 a year, and or a 
vidov vitb tvo children, making $800 .... • 

Yeah. 

• •.• and ahov that they oan 1 t pay taxes , because •. .. 

Louder. 

.... to show that they are in a very bad tax positi on. 

Yeah . 

That's to set up the bualneea tha t you 're no t goi ng 
to mal<e them cay taxee under this nev plan. 
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Yeah. 

Then you go on, 1 Tbe pr ogra• that I p reeent to you 
today takee that into ccnaideration, and takee alae 
i nto consideration that in view ot what we have t ound, 
we have reduced our tax proposal trom $12 billion to 
t10.5 billion.• Then you go on and eay, 1Ae a result 
ot our inveetigatione among average Americana, there 
11 one turther general recommenda t1on that I want to 
make, that every poeeible etep be taken at th1e 
eeaeion to reduce tha complications in our tax lave 
which make it neceeeary t or the tax payer to till 
out complex and d1ttioult tax t orma. • 

Yeah. 

Then talk about •..• 

May I interrupt you a m.1nute' 

Yeah. 

The aaaiatant editor ot the Louieville Courier eaid i t 
he vae going to run to r o ttioe, he'd run on a pr ogram 
ot increased public convenience. 

In -- oh, I think he' e right. 

Inoreaeed public convenience. 

t1h huh. 

In other worde, to make thinge easier tor the public 
in nery wa.y. I'm juet throwing that out, I mean. 

Well, that' • been-- I agree with hlm. I don't know 
how many other people do, but I do. 

Well, anyway, I ' m juet throwing it out. •Anybody who 
would run on a pla t form ot making thlnga eimpler and 
ealler •..• 1 

Yeah. 

"· ..• on all torme, • he aaid, •could get elected to 
any ottioe. • 

Yeah. 

I 1 m Just throwing that out. 

8 

• 
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II ell, then -- then we talk here alo118 the t -- hello, 
are you etill there' 

I 'm etlll here. 

lie talk about having tried to make the September 15th 
f orm simple and now we're working on the ai mplifioation 
of the March f orm. ~en you eay thia, 1 But I want to 
aay that it i e my feeling that the public r eeentment 
aga inet any t a x form that can meet the r equi rement• 
o f the present tax law is likely to cause a great deal 
or resentment among the American people. • 

Yeah. 

Then you go on and eay thet , "I'm eure t hat Congreea 
agrees there's a great deal o f room f or simplificat i on 
o f tax lawa.• You can't go into details here, but 
you certainly want to recommend the combining o f the 
Victo ry ta.x with the income tax a nd that is part or the 
proposal . 

Yeah. 

You eay that t he Victory tax eepecially serves to 
compl i cate t he return f orme because the tax is com­
plicated and is computed differently and eo on. 

Xeah. 

Uh -- then you say, "Let me tall you about the 
specific recommendations for the tax program.• You 
aay, 1 I am r ecommending a program to incr ease Federal 
collecti ons by approximat ely fl0.5 billi on f or a 
full year or opera tions ... . • 

Yeah. 

• ••.. r ecommending that these taxes be raised through 
an increase in estate and gift taxes, corpora t i on• 
taxes, selected excise taxes and individual income 
t&xea. • 

Yeah. 

And you talk about the eeta te taxes and wind up by 
eaying that you are goi ng to get $400 million that 
way. The corpor ati on taxee -- Just a oaragraph on 
that, winding uo that you are goi ng to get $1.1 
billion on that . Your exoise taxes ...• 

9 
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Yeah. 

••.• and then you wind up aaying you're going to set 
12.5 billion through that. Then you eay, "The tax 
inoreaeee or which I have apoken, eatate and gift 
taxea, or 1400 million, the corporation taxea o r 
11.1 billion, the exoiaea or 12.5 billions add up 
to a total or 14 billion. Th1e, or course, ie no 
where near enough. Collections under the existing 
tax lawe, during the t1acal year or 1944, ·are expected 
to amount to 139 billion. Th1e threatens a proepeotive 
detioit or 170 billion, which must be met by borrowing 
to the extent that additional tax revenue ie not 
eeoured. In order to r educe tbla borroWing load, I 
am recommending increaae6 in individual income taxea 
to yield an additional 16.5 billions. Wi th equitabili 
in the income tax program it ia obvious that our popuLa­
tion cap pay tbeae additional taxee as the income oaYaan~ 
to individual e after taxes, have in the paet rew yeara 
been increased by eeveral timee the increase in income 
taxes which have thua tar bean imposed.• 

Yeah. 

"Adding tbie 1?.5 billion to the 14 billion derived 
from other taxes will total fl0.5 billions tor a full 
year or operation. Frankly, thie ie still not enough, 
but it 1e as muoh aa we can Justifiably recommend, 
realizing the limitation• or taxation yrooeeeea. It 
ie ae muob ae we oan Juatitiably aek without oaue1ng 
undue hardahip on thoae Wi thout an increased ability 
to pay. Tb take oare or thoae who have a vastly 
inoreaeed ability to pay and or these, or oouree, there 
are a great many, we auet maintain at tull apeed our 
war Loan Caapaigna wh.ich we know are cutting deeply 
into the inoreaaed earning• o r those people who have 
them. In planning a aohedule to raise the 16.5 billion 
in additional income taxea, we have merged the Victory 
tax into the income tax; the poet-war credit which ia 
now part or the Victory tax tbould be maintained in 
principle. However, einoa current orrsete allowed 
aga1nat the poet-war credits in the Victory tax, 
practically eliminate ita poet-war character, I propose 
the introduction or genuine poet-war credits to protect 
the income or the lower income groupe. I recommend 
that thie poet- war credit be paid in the r orm or 
survivors' insurance. It would aupplemen~ the insur­
ance proviaion or the Social Security Act. It, however, 
the tax payer didn't wiah to take th1 e refund in lneur­
anoe, he could receive it in oaeh at a 25% discount 
below the value or the poet-war credit ror the purchaee 
o r ineuranoe •• 
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May I interrupt you? 

Yep. 

That ia very neat. 

Buht 

'!bat ia aaaking the beet of a bad d tua tion in a 
very intelligent manner. 

11 

I think it ie. (Laughs) "I further euggeat 
(Cough•) that the poet-war credit be made immediately 
available tor the protection of peraone with fixed 
inoomea, ellpeoially those in the lower bracketl who '-'-.., 
might be IUbjeot to undue hardlhipe because of tax 
increaaea.• 

Yeah. 

"I should like to take a moment now to tell you 
exactly how thie income tax achedule would work in 
actual practice.• And then you take a married per1on 
wi th t wo dependents. It he earns $1 000 a year , if 
he earns t3,000 a year , it he earn• l25,000 a year. 
I think I had a ts,ooo in there, too. Uh - -•under the 
new"-- wait a minute -- then you go on, you aay, 1 It 
ie my belief that the propoaal I have juat made i e a1 
equitable •• any tax eo ·huge could possibly be. It i1 
inevitable that acme injuat1oe1 will be done but t he1e 
Will be greatly modified, certainly, by the r elief 
provlaiona which are included. By combining the 
Victory tax w!th the income tax, we can greatly 
simplify the paper work on the part of the taxpayer ." 

Let' a go back to the beginning of that subject again, 
where you atart ott. 

"It la my ballet that the pr opoeal I have juet made 
as equitable ae any tax eo huge could possibly be.• 

I see. 

1 It ie inevitable that some lnjultlcea will be done, 
but theae Wlll be greatly modified, certainly, by the 
relief pr ovleiona which are included. By combining the 
Victory tax wlth the income tax, we can greatly ei~lify 
paper work on the part of the taxpayer.• 

Yeah. 
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"And I might add that th1a could be fur ther eimpl1t1ed 
by abolieh1ng earned income credit, vhioh I etrongly 
recommend the t the Congreea ooneider. ,There's one 
further reoolliJDendation I ahould like to make to thie 
Committee. It ie not a part ot the tax proposal but 
it beara a diatinot kinah1p to it. I ahould l1ke to 
recollllDend a a enthuaiaatioally a a I know hov that you 
amplify and extend the preeent Social Security plan. 
A eubetant1al increase in these taxee would be of 
great service in diminishing the threat ot inflation. 
I have talked to many people who would be concerned 
with the extene1on of the Social Security program 
which would involve increases in payroll taxee. I 
have been met with 1ntereet and enthueiasm tor 
broadening the provieiona ot the Social Security Act. 

Yeah. 

"I have been e;asured that ths people who would have 
to pay add! tional payroll taxes eee the v1edom ot 
making neoeseary addi.t1onal aaor1't1oee. We have 
made arrangements to reestablish our fighting men 
economically when they return to build nev livea on 
the sound toundat1ons.pt the victory they will have 
von. And now we muat -also keep in mind that on the 
same foundation ot victory, working men and tarmere 
and all the other people on the home tront, many or 
whom are not now covered by Social Security, muet 
alao build new and better livea. Therefore, I euggeet 
that the Congress seriously consider widening Social 
Security to oover practically all pereone in the Nation, 

· to increase employment insurance benet! te, and to 
provide benefits tor temporary diaabil1ty and hospital­
ization. To do th1s will coat the Amerioan ·people, 
ohietly ,thoae earning up to $3,500 approximately $3.7 
billiona. It ia neoesaary -- the neceaaary additional 
payrol~ tax or $1.6 billion will make a total ot $5.36 
billion tor Social Security purposes. There ie no 
pretense on the part or these low income people -- low 
income neople that they ooul~ comfortably meet th1e 
bill. It ie known by them and admitted by ue to be 

· a sacr1tioe but 1 t 11 tel t by the lsadere and spokeemen 
tor theae people and by thoae ot the people themeelvee 
with whom I have talked, that becauae we are expanding 
Social Security's advantages and are permitting these 
people to invest in their futures, this eaoritice will 
be made willingly. It payroll taxes should thus be 
increaeed, the income tax echedulea involved in t he 
program I have outlined should be aubatantially 
modified to avoid an intolerable tax burden in the 
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lower inoome grou~• Period. End. 

Well, I'm perfectly delighted with it. 
how the other people teal. I hope the 
like it. Now one queetion. 

I don 1 t know 
President Will 

Yeah. 

I take it thet you people didn't raiee the ieeue ot 
whether-- how much the poet-war credit iat You've 
dropped thett 

That i en't in here now and we could put it in very 
eaaily where I talk about the -- the -- uh -- oombi 
the - - wait"a minute -- the Victory tax and-- wei,, 
oan tlnd lt -- Juat a eeoond 

Well, walt a minute. Hello. 

You mean the amountt 

Well, I mean, did you draw it -- bring thet to 
Rosenman's attention? 

Oh, yea, yea, yea. I'm sorry. I thought you meant 
ln the message. 

Mr. Rosenman's attentiont 

That's right. It'a been brought to Rosenman'• 
attention. I don't know whet he •... 

Oh. 

In a form ot a me110randum to the President. 

Raleing thatt 

Raieing that thet'• right. 

I mean, juet the way we ralaed lt with Vlneon? 

'lba t' a right. 

All r ight. 

'!bat's r ight. Paul dictated it. 
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Good. 

Yeah. 

Nov, may I -- well I'm, p eraonally, very much 
pleased, but I donlt know how the others-- I'd 
like to talk to two people. 

All right. Name them. 

I think it' a a ewell job. I 1 d like t o talk with 
Bell and then with Paul. 

All right. 

Anybody that vanta to make any comments to me ... . 

Okay. 

.... I v1ah they'd please do ao. 

All right. Here'e Bell. 

Bello. 

Bell? 

Yea. 

What i s your tranlt crit1c1e~ 

Well, I haven't r ead the atatement. I just heard 
it here th1a t ime. 

Yeah. 

14 

Uh -- my reaction wae -- it raised a ques tion as to 
Whe ther you ebould go over the hietory.ot wha t the 
Treaeury haa done on inflation-- that's the tira t 
part ot the meeaage -- and the other thing ia whether 
you should go into the Sooial Security eet-up -- make 
a recommendation on Sooial Security when the Pre sident 
isn't going to make any statement. 

Well, the President said we ehould do that. 

Well, aa I underetood, he agreed that you could do 
that-- I didn't ••.. 
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Well, I'd l1lte to do that. I mean, that I ver7 
derinitelJ want to do. 

Well, I raise the question or the advisability ot 
it because it's really a little out or our bailiwick 
and I think it ought to be oleared with Sooial 
Seouri tJ Board. 

Well. . • . 

It eeema to me you're kind or ge tting out on 
that t he President ien't backing you up on. 
wrong but that'a the ..•. 

Liaten, fellow •.•. . 

• • •• my first .... 

•..• will you tell me ...• 

• . . . reaotion. 

a limb. 
I may be 

••.. einoe I've been on the Treasury , where I've been 
any other place but out ·on the end or a limb? 

(Laughs) That's right . 

When were we any other placet 

No uae p>icking another limb and one that's liabla to 
break. 

No. But in view or all the fighting and -- and -­
and I'm aure Paul Will agree that he eaid that at 
the end we should ~e an appeal t or Social Security. 
( Pauae) Bello. 

Well, I r emember your atatement the other day and I 
thought it wae - - that when he aaid t hat you could 
do that, that he waa going to send a message. I 
didn't r ealize at the time, tha t he was not •. .• 

Well ••.• 

••.. going to aend the, meaaage • 

•.. . I will-- •ell, you people can think over -- let'a 
wait and we 'll hear f rom Rosenman by noon. See' 

Yeah. Uh huh. 
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Nov, there's no uae worrying until ve bear troa bia. 
See' 

That's right. 

And what I propoaa to do ia -- supposing Rosenman 
oomea back and aaya, 1 Yee, the Preaident bas read 
it and approves th.ia much but doesn't approve tbie.• 
Well, than when I go up on the Hill and read What 
be has approved -- I propose to aay, 1 Th1e hae been 
submitted to the President and he haa read it and 
I'm reading it wi th hie approval -- the following 
meaaage. • 

I see. 

I'm not going to be ou t on the end or -- I'm going 
to eay, 1 Th1e baa been read and approved by the 
Preeident. • Then I'll go ahead and talk. 

I don't know that there' a anything you can do about 
it but,ot oouree, the refundable taxes .•.• 

Well ••.• 

••. . ia sort or a alap at your bond buyere .... 

I know. 

•.•. a nd the Third War Loan Drive • . 
I know. Tell that to Byrnee and Vinson. 

I don't know what you can do about lt. (Laugha) 

There's nothing you can do about it. 

Wel~. that's Just my tiret r eaction on it. 

Pulliam -- P~liam ot Indiana told me it the tax ie 
going to be about the way it' e been in the paper, he 
wae going to resign. 

Really ' 

He eaid be wouldn't go through another one. 

(Aside: He's Chairman ot the War Finance Committee 
in Indiana) Yeah. 

16 
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So there's the first effect. 

Uh huh. 

He said he Just would resign. 

Well, you might get a lot of that. 

And he ' s 'way over hie quota. 

After all, you've told him that you were backing 
voluntary savings. 

I know. Well •..• 

17 

Who else! Paul, you want! Paul you want to talk to! 

Yeah. I Just want to know how he feels. 

Al l l'ight. 

Hello. 

Good morning, Randolph • 
. 

Good morning. Fred eaye to ha.ng on to your seat. 

HMJr: Why! 

P: 

HXJr: 

P: 

HMJr: 

P: 

HMJr: 

P: 

Well , we dieouseed this late yesterday af ternoon 
and I indicated a good deal o f disagreement with 
1 t. 

Yeah. 

So did Roy Blough. 

Yeab. 

I don't know how Herb Gas ton and John Sullivan and 
Harry Whi te feel •••. 

Yeah. 

But I feel 
a ppr oach. 
to go over 

there are many things wrong about the 
I can 1 t -- I don ' t think i t' e very easy 
them over the telephone. 

HMJr: No. 
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But I - - I -- I think the wbole approach 1a wrong. 
There are several i tema, we did gat acme obangea 
yesterday that I think iaproved it. 

Yeah. 

But I just t eal that the whole approach 1e wrong 
and I'm-- I'm-- tha t ' s one thing. The other 
thing that I think 11 ot aerioua consequence at 
th1e moment, and something we may do betore you 
get back ••.. 

Yeah. 

18 

•... is -- on this reduction ot the poet-war credit •.• 

Yeah. 

•... on principle, I don't have eo much intereat 
whether it's one tigure or another . . .• 

Yeah. 

•... but -- uh -- I do think that we ought no t to 
try to jam through a reduction without talki ng 
with Byrnes and Vinaon. 

Well, I aaked you the other day and you said 
poei tively it waan't neceaaary. 

No, I -- you aeked me about aubmitting thi s message 
to them. That waa ditterent. But, anyway, 1t'a net 
too late to do it -- uh -- 1r you want to d.o it. I 
mean, I think there'• going to be a lot ot resentment 
by them that we eent a meaaage to the President, 
again ignoring them, and I think the reeentmen t -- I 
don't know wha t t orm it will take, but I do teel 
that attar we get started on the t ax bill •..• 

Yeah. 

•... we're going to be without, at leaet, Vinson ae 
an ally when we oan certainly use him to good etteot 
on several thi nga where we agree. 

Well, the way I t eel now, at ter having listened to 
the statement, the amount or the retund -- it's the 
re t und, you see? 
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Yeah. 

Nov, whether it 1 s blaok or whether it 1 s gray doe en' t 
make muoh d1tterenoe. 

Yeah. 

And it it would make you teal any happier, I'd just 
as leave have you talk to Byrnes and Vinson. 

You understand,one thing Vhioh I don't think oooured 
to a number ot us •... 

Yeah. 

•... and perhaps it haen't been called to your 
attention. This insurance gadget •... 

Yeah. 

•... reduces the refund from the cash point ot view 
25~. Do you see what I meant 

The thing that I have been unable to get over to 
you, Paul, is this, Randolph. 

Yeah. 

I mean, from the talk that I got in the field - - I 
mean -- let's be frank -- this is what you wanted, 
this refund, right from the beginning. 

Well, not exactly, th1s refund. I wanted a bigger 
one, but •••• 

Well , anyway, you wanted -- what I can't get over 
to you ie that I don't know whether I'll ever be 
able to put acrose another volunteer thing and I 
think halt ot my 9rganization will resign. 

Well, I can understand that. 

Yeah. And we .... 

I can understand that. And I think that there i8 a 
good deal to be sUd on the point that this refund 
i8 neither fish nor to1oll. It doeen't aJDOunt to 
anything. Ei ther way-- whether 1t 1 s . }.6 billion 
or $2.5 billion or whatever 1t is •.•. 

19 
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Ae Walter George ea1d, 1t ~uet doee enough-- 1t 
doeen't do enough- 1t 1en t enough to do anr good 
and 1t'e just enough to ruin mr volunteer plan. 

Well, there ie a good deal in that point ot view. 
That point ot view I underetand, but I - I'm going 
on the ~asia that the Preeident hae decided on a 
particular program and I think Vinson got a verr 
unfortuna te impreee1on at rour house the other 
dar, that rou were trring to whittle on the 
Preeident's program. Now •... 

Oh, well. .•. 

...• I can understand that-- you aaid verr frankly 
that rou didn ' t think the Preaident was the kind ot 
man that ever considered a decieion or hie beyond 
appeal. ... 

Yeah. 

.... but, on the other hand ...• 

Now, let's be also frank. He wasn't what he wae 
annoyed at was that he might be lo~ing something. 
They thought that they -- the7 put me in this hcl e 
and he was afraid I wae going to wi ggle out ot i:. 

Well ••.. 

He wae trying to put me ott. 

Sure. Sure, that wae underetood. 

20 

And he tried to out me in the wcret light. And wha t 
I told him - - I don 1 t believe in eerving the Pree1dent 
that you 1 ve alway a got to 1a7 •yea• to him. 

Oh, I agree w1 th rou. I -- I reel the sane war about 
eerving you. That'a wh7 I'm talking this war. 

Yeah. 

All right. 

I don't-- I have no objection that -- that it-­
there 's no use putting it up to b.1m and it, but 1t 
Rosenman comea back an~ aaya, 1 Yee• on that -- hellot 

Yeah. 

• 
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Then I tblnk -- I'm willing to have you talk With 
Vinaon and Byrnea. But t here '• no uae taking it 
to them until ve hear rrom the President. 

No. Yeah ...• 

What7 

Well, time is getting to be •.•. 

All right. I'm willing. I don't care. I don't 
want them to have ••. 

I don't want them to have a oaae against you on 
that point. 

All right. You can tallt to the• nov. 

All right. Juat a minute nov. Do you want to talk 
to anybody elae here? Harry ia here, John ••.. 

I van t to •• .. 

•..• and Mrs. Klot~ ie here. 

Yeah, I know. Gaston? 

All right. Here's Herb. 

Hello. 

Herbert? 

Yeah. 

Aa to the over-all, how do you reel' 

Well, I like it a good deal better than I did 
yesterday. I think it'a improved a good deal and 
I think aa a whole, it isn't bad. There is one 
spot there -- thia matter a~out debt that I think 
we've got some - - uh -- a little oook-eyed economioa 
there. I don't think the debt, trom what the boys 
tell me, I don't think the reduction debt is an 
important raotor. 

Well .... 

21 
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It'e a very minor thing and I think that we've got 
about a page there whioh eeem• t o convey the beliet 
that we -- that debt -- paying ott debt haa been the 
pr incipal taotor in their eituation. I think we 
could -- I think we oould do eome moditication on 
that page. And there are varioua other plaoea where 
I think •.•. 

Well •••• 

•... the language should be moditied. 

Well, that'• al l right, but ae to the approach, the 
thing that Paul doe en 1 t like -- but ae to the 

Ob. Well, then the -- there are other -- uh 
the general outline, I think, is all right. 
general manner or treatment, I think, ie all 
believe there' a too muoh on th1a question ot 
have done in the past. 

No. I like that. 

well 
The 
right. I 
what you 

Well, there are some thinge here that d1dn 1 t oome, I 
think, to public at tenti on at all, that were internal 
in the Treaeury. Ot course, we can't use those. 

No. There I agree Wi th you. 

Yeah. We'll have to ohaok on thoae. 

Unleaa they brought it to public at tention. Yeah. 

Veil, the general framework, wi th eome minor improve­
ment, I think, it can be made into a good message. 

Well, I think they should keep improving 1 t- all day 
long. 

Yeah. 

Yeah. All right, let me have Sullivan and then White. 

All right. 

Good morning, Mr. Secretary. 

Hello, John. Anything you want to say? 
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Well, my observation on the vhole situati on goes 
beyond the form it taku. I t hink you' ve got 
something a t stake here that I don 't knov vhether 
you vant to discuss over the telephone o r not. 

What 'a that? 

I think you're goi ng baok or. everything you believe 
in and everything you've eaid. 

Well, I can't help t ha t . 

'II ell, that 's . .. • 

I t isn't me. I' m up there talking t o r the President. 

Well. ... 

I' ve been all over that. 

Well, it that b r idge is croeaed, vhy then that ' s that . 

It's been crossed, burned, and dYnamited. 

Yeah, I think i t certainly was dynamited. 

23 

Yeah. I agree vi th you, but I had to take tha t las t v 

Wel l. ... 

All right. 

I commlaers te vi th you. 

Well , I'm beyond it. 

Right. Here's Harry. 

Hello . 

Hello , Harry. Harryt 

Yea, air. 

What have you go t to eay t or yourself? 

Well, about the general apnr oach -- I tlnd quite 
eatiatactory. I t hink it's a very good j ob. There 
are a couple ot things I don 't like. I think Herbert'• 
right about the debt. I wouldn't esy it ' s cock-eyed 
economics-- i t's good economic&. I t 'e just exaggerated 
and can be easily toned down. 
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Good. 

I do not like that part in which you go over what 
l ou' ve done to atop inflation. 

You don' tt 

I think i t aounde l ike an al1b1 -- it's no t very 
strong and you'll find -- I don't think i t adde 
to the statue ot the oocae1on . ..• 

Well. •.• 

•••. but detracts • 

.... I wouldn't do 1t then. 

Thirdly, I am not dieturbed, but I suppose there 
ie no reason why I should be -- the eame thing 

24 

that John ia - - I think that you could quite 
legitimately take t hia position 1n view or the fact 
that that's what the President wants. I think that ••.. 

Now, wait -- wait a minute -- a very important thing 
hae Just happened in the r oom. Will you hold the 
wire? 

Yee, eir. 

My oldest son has Just woke up. Will you wait a 
minute? (Pause) Hello. 

All right. I'll wait until you put him to sleep. 

He may put me to sleep after this telephone call . 
But hold the wire a minute. 

I '11 do that . 

(Brief pause) 

Hello. The situati on ie in hand and haa been taken 
care or. 

Ie well in hand? 

Yeah. ( Laugh•) 

Fine. But the one thing that disturbs me ia the 
aame thing that disturb a Paul and, I think, dieturbe 
the 0 thera, that having r etracted r rom a volunte~r 
progr am •.•• 
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leah. 

.... what's there-- uh -- il --I would c i t e Paul'• 
phrase-- is neither t1ah nor emoked herringe. 

It'• neither •. . . 

Could easi ly have said nothing. 

It's neither tish nor herring. 

That 1 1 right. 

Well, listen -- uh -- aa Vineon said in ~ house -­
I mean, he asked Paul t or a olan and thle is what 
Paul gave him. 

Yeah. 

And I understand-- I mean-- Paul •... 

You mean Paul is responsible t or that plan? 

What? 

ll~ll , he's got a lot to anawer tor. 

No, I want to -- no, Paul told me that it he asked 
tor an alternative-- he talked to me as I remember 
i t, beforehand. Ke can -- I can't aee his tace -­
and he said he'd have to be praoared to give him 
something. 

I see. 

Ie that right, Pault 

25 

(Aeide: Paul?) I don't know that Paul has heard what 
you -- that Randolph has heard what you said. The 
trouble with Paul is he ought to change his name and 
make it Paul Randolph beoauee it's eo easy to -- uh -­
ehall I ask him? 

No. Well • ... 

No • 

•..• t het's about the thing, eo that's ...• 

And about having taken thia s t ep -- it that's what 
the President wante, maybe I'm very unsympathetic 

~HSut ifft~het~ '!~liR~tiSAl1t~ ~88"tli~e¥8t~m 
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your bond eal.eamen on th11 matter. There are 
plenty or other good peg heada looae. You'll ha•e 
however, providing i~'• a good program-- if it'• 
the kind or program vhioh there ie, vhy •..• 

Well, the obJect of all the . .. . 

••.. you'll end up 1n the aoup. 

.... thing, Harry, i a I 1 m going up there -- I'm going 
to sell these volunteer people dovn the river, aeet 

I don't aee it that vay. 

Well -- vell. ..• 

Bovever •... 

Just a minute and then, I ' m not going to get it. 

Well , that's the trouble. 

And, vith the people in the field-- uh -- I'll be , 
in their name, a bad •..• 

I think that can be taken oare or but I think the 
other 111 . ..• 
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No, I mean -- all they'll rem ember three months from 
nov ia -- when I have my next loan is that I sold them 
dovn the river and by that time we'll have a tax bill 
that won't l ook any more like this than Rome l ooks 
like Nev York. 

I'm afraid o r that. I'm afraid or that second -­
not the first. or courae, it meane a little more 
work, but I don't tbln.k •... 

'!hat' a all water ovPr the dam. 

Right. 

I think th1a -- if Fred will listen to you men 
today because I'm down here and keep improving it 
all day long. 

Yeah. 
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••.• and then, I don't know yet what my plana are 
and I won't kn9w yet tor a while. Ia Mra. Klot~ 
therllt 

Mra. Klot~ ia here but I'd like to aak you one 
question on another matter betore •.•. 

Yeah • 

•••• I turn it over. On the-- getting in touch 
wi th Rayburn about the appearance next week - ­
we'll hold that up until you oome .... 

Yea, but &lao, you can't hold up m7 appearing on 
the Rill betore these oommitteea though. 

That's what I meant-- that's what he called about. 

No. 

Pardon me? 

He wanted some tellowe to eit with ua a t this end. 

Yea, but I didn 't know whether you wanted to oheok 
them both up. Well, who would you like to arrange 
tor tho~e committee meetinget 

Well, I think John Sullivan could help you .. •• 

Yeah. 

•.•• on the Hill. Hello. 

Yea, who do you want to work through, Barkley and 
Ray burnt 

Yea, but you ought to do it -- try to aim t or 
TUeeday and Wedneeday. 
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TUeaday and Wedneeday. We're having a little trouble 
with the British who don't want any publicity or 
notice given to the Bank plan .... 

Well •... 
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..•. until tbey'•e bad a chance to-- to gi'fe ua 
their opini ons . 

Well, Barr,, if I'm to go up on the H1ll, it's 
going to have to be Tueaday and Wednesday, and ••.• 

Wel l , then it will -- uh -- well, the British 
r epresentative ia in my ortice now. I'll see what 
we can work out wi th him. 

Yeah. But I mean if I can't go then, I'm not 
going to be able to go at all. 

It you can't go Tueaday a nd Wednesday? Randolph 
ia asking whether you Will be here tomorrow. 

I hope not. But I'll be there Sunday night. 

Sunday nightt 

Yeah. 

I' ll Mre. Klotz Will take over. 

Uh - - Paul in ••... 

Hello. 

Paul inquired. He said the r eason he aSked 1e on 
account or Judge Hand, because he'e going to call 
him today. 

Well , he'll have to go over there and take Preston 
Delano wi th him. 

(Aside: You'll haYe to go over there and take 
Preeton Delano wi th you.) All right. • 

Ae the only t axpayer in the room, how do you like 
my menage? 

Well , I liked 1t very much. 

Good. I have to t r y it out on one taxpayer. 

That' e right. 

All the others are experts. 
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Knowing nothing about taxea, I liked it ver y muob. 

Good. Good. Nov •..• 

(Laugha) Yea. 

.•.. tbere'a something I wanted to aay - - well, I 
don't know-- I' ll be calling up later when I get 
another weather report. 

I aee. 

At thla time I've got to teed my eon. 

Ub huh. 

He locka very hungry. 

I think the eon ought to teed hla rather. 

Yeah. 

He 1 a exhausted. 

29 

Now, let me juat think a minute. There's something. 
Oh, who -- who in the room will keep after Rosenman 
to tind out whether he haa an anawer? 

Sm1 th said be would. 

All right. 

Now, Mr. Gaaton would like to aay a word to you. 

All right. 

On the couple ot appointment matters, one ot them --
1 t' e only minor -- on thla Commiaaioner thing it 
we get-- it we get Frank Walker's agreement, do you 
-- uh --

Send it over. 

Send it overt 

Yep. 

The other thing ia thla, that aa a successor to 
Gorman ve 1 d like to appoint Ed Shamhart who haa 
the acting Deputy CoiDIIIlaaloner. 

Tom 
been 
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It' a a~ right with •e. 

All right. 

Anything eleet 

No. You knew about the Preaton Delano matter, too. 
We were going to olear that With Frank Walker today. 

You mean hie raappointmentt 

Reappoint11ent. Yeal•. 

Sure. He giTaa me a pound ot butter a month tor 
week e. 

Oh, well. 

The reat ot you, too. 

Uh huh. 

So we are all buttered. 

The reat ot me? No. 

We ' re all buttered. 

No, I'm not buttered. 

Well, I am. 

(Laughe) All right. 

I &II nov going to go to bed. 

Uh huh. Anybody -- nobody alee -- nothing elae 
you want? 

Not -- I ' ll be calling up later on. 

All right. Bye. 

HMJr: Bye. 
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T~E UNDtA 8ECAI:TAAVOYTHI: TAEA8UAY 

wAaHINOTON 

October 1, 1943. 

grqrr gr cytm Mlfi!Il!G 

!he Pre• idct Mid ha had DOthill& to report, 

llr. Berle OCIIIIIanted on the South Aaerican eituatioa. The 
Preaident Mid ther oucbt to have someone to repraaent the United 
Stat .. aa a aort ot rcrrinc Aabe.aaador 1n South Allerican oountriae. 
He was th1nld.ng aerioual7 ot aending Sulmar w.u .. to that area 
tor three or tour aonthe. There i .e -• doubt •• to juat 'Oh1cb 
W17 the Argentina GovermN~nt will eventuall7 tun~. 

The Preeidct than turned to .. and aeked .. how the Bond 
procraa •• go1ng. I aaid 1t •a go1ng nry nice:q, that w had 
exceeded our goal ot •ls bllliOD by approxi-.tel7 t600 llilliODJ 
that we were going wll mer, possib:q ao INCh •• U7 b1ll1011J 
'lhlle I thoucht w were going to ..a our quota ot •s blllioa 
tor individuale, there waa eome doubt whether we would .Ue the 
Seriee E Bond quota ot •3 bUlion. '!.bAt waa a right touch quota 
and we mew it 'lban we tixad it. I eaid the total quota tor 
1ndirtdu&la • • on:q ~ higher than 'lbat w rac.eind 1n the Seecmd 
War Loan Drift, 'lbila the quota t or Ser1.. B Bonde •• •ore thaD 
twice 'lbat w racaiTad, 

The Preeideot then Mid "'t oour11 70U know that t here are a 
lot ot individuall 11bo are cubing 1n their S.'t'inc• Bonde 1n order 
to get credit tor p!J'Cha111 1n the !bird War Lo&n Drin. • I eaid 
I had heard that oharp and I euppoaed there ware a tn caaee, wt 
the red•pti..,. thie 11011Ut are nry little higher, 1t e:rs;r, thaD 1n 
Ju:q or J.uguat, 1n apite ot the tact that S.pte~~~ber is a tax aonth, 
I told the Preeidant t thou.ght the people 'lbo were lllk1ng tho11 atata­
aenta could juet a a aui:q haTe said that the rede~~~ptiooa were tor 
the pur-p<>M ot p&)'1ng taxee 1n ataad ot tor the purpoee ot ~ other 
honda. I &lao Mid I had heard nothing aaid about the tact that alllte 
corporation• aold their eecUl'itiea acquired dUl'ing tha Seccmd lar 
Lo&n Dr1Te 1n ordar that ther lligbt hilT 1n thil Dr1Te and be con­
aidered pe.tr1ot1c on both occal10111 and there •• a good deal IIOl'l 

ot the latter than the tc:c.er. u.,......er, I Mid, adding it all up, 
both tor individual• and oorporationa, it wouldn't near equal the 
IIIIOIIDt ot the exceee mer the •ls bUlion goal that we will 8Tantu&ll7 

=j~iiiirJ~~~t. I said I thought the American people had ruponded wondertull)' 
"' the Dr1Te and that •e could all teel Tery wll ple~~aed rl th it. 

heoident eaid it eoundad .,....., good. (In the courae or a:t atata­
Fred Vinson turned to Jiltnie Bymee, aniled and winked . ) 
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lleo81'e. Stiaaon, Biddle, ~ker and J'orr .. tal. had nothl.D( to 
report . The President told Under Seor•tezy J'orr .. tal. that the Na~ 
was apin trpng to a4Yooate a reorganisation in the !fa~ 'llhiob would 
vir~ eet up a getwral atatt. He had turned it down a maber at 
tiaea and he _,ted th• to UDderotalld be -e atW apinat it. 
J'orreatal. Mid be thoucbt ewerybod;y UDderatood the Pree1d..,t '• n­
an that •tter. 

llr. Ickes reported that the tuel oU a1 tua t1on 1e gettin& no 
better and the coal lituati on 1e getting woree eve17 day. The 
President alll<ed bia wbT the coal eituation abould get worse. He 
said the d.-ndo tor the uae ot coal are growinc, particularq hCII 
Iteq. Itaq tonoerq got ite coal hCII GCMD,7 'llhlob, ot courM, 
ia now cut ott. The Pree1dent wondered 1t we could get -e coal 
h-0111 North Atrioa and ahip it acroaa to Itaq. llr. Ickee said be d.1d 
not think ""• but we had been getting acme hooo South Atrioa, IIUOh 
ot which wae going to Argentina and other South Aller1can countriee. 

Ickee than said he would like to bring up an ol.d queet1on apin 
and that .. the •tter at getting $S a1111on tor prospecting tor 
oU in Alub.. Be said be thought the Praaident would be juatitied 
in spending thie &IIOWit ot aoney tor thia pn-pon 'llheo the War Depart­
ment had apant $100 .Ul1on on a pipeline and retine17 set-up in 
C&ntldian oU t iel.de. 

Oeneral ~ then came into the connreation with the atate­
Hnt that be had Juat been to Canada and bed aeen repr'eeentativea at 
the TruMn Cceoaittee up thare who had J.nwatigeted the pipeline and 

' retine17. They bave ce~~e back coliYiJ>ced that the liar Departaent bee 
waated the """ey they have spent up there. They are aleo goine to be 
rather critical ot the War Department'• projecte around Excureion &y. 

Jt..ie llynlea then Mid be had had the •tter brougbt to b1a 
att..,tion by the Bureau ot the Budget, which agrHe with llr. Ickea 
about the apenditure ot pW>llo lUnde tor thie oU installation. Be 
said he UDderatood the liar Departaent had apant appii'Qidllataq $(,0 

a1111an and the queot1on now •• whethar they obould continu with 
t he pr'oject and opend another *'-0 aWion to ce~~plete it. lhe 
Praaid..,t alll<ed Byrne• to get the d1tterent groupe together on the 
-ttar and see 'llhet could be worked out. He euggeated to llr. Ickeo 
that be aicbt go back to the k and lla~ Departaente to oee whether 
or not be could get $S aUlion to proepact tor oU in Alub.. 

Secretezy '11cb.rd reported that aezs;r at the tara orga.nisa t.iane 
are now coaing out with atet11111ante to the attect that a little in­
tlotion wouldn't hurt the ta%'118rl too wch. He Mid Cornell Un1vere1ty 
recentq ieoued a paaphlat in 'IIIIich that wae interred all the way 
through. He thought the Praeident, in eanding &n1 aeoeage to Congruo, 
atcbt eay a..:ething about th1e, but at the ..,.e tiae be thought he 
aight pet the taraer 011 the back tor 'llhet he bee dane in producing 

tlte Victo17 cropo. 
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!he Prea1clent then a1cl that lleleOD Rook.reller bad ccae to ... 

h1a that aom.1.Dg and bad n.th.r an 1npn1oua ech•• tor pro'fidinc 
lllezico rlth CCII'Il, ot which it ia Yfl'r7 abort and which, it thq dOD't 

gat, rlll cauae aerioua disturbances in tbat count'r7. He ae1cl lleleon 

auggeated that our ahipe goine to South Atrioa rlth goode ahould load 

up rlth coel in South Atrioa, tete it to Arc..,tina, 'llh.re it -.ld be 

sold, and then n.loed rl th teed cake which would be broucht to tbia 

count'r7 and aubatituted in uey ot the teedine areaa tor CCII'Il. !hie 

would justi!y our giTing Mexico aoae ot our corn. Vinaon ae1cl the 

Soutlnest teadirlg ar•a weN rMl.ly quite cr1tica1 and that those 

ereu bad to be gi'NII -e corn or other teed ""rT IOOD. !he Pres1cl111t 

said an attempt should be u.de b7 the Secrets.'r7 ot Agricultur. and 

the S.cret9.'r7 ot State and llr. Rooketeller to get together to work 

out thi• )3r'OCrUI as quickl7 as poeaible. 

llrs . Perkins c0111111ented rather extensinl7 on the workines ot 
the Slaith-Coanal.l.J' Act, saJing that &host eTei'J'bod.7 bao bean wrong 

about its affect. lAbor •s against 1t et the beflinn1nc, but baa 

tou:nd DO objectiona to its 'I'Drkincs. Indust'r7 •a Ye'r7 auch in 

tavor or it, but is now calling arCWid to the rlew that it •s a 

aisteke to pus the legislation. She aa1cl it 1a a ..err CUllberacae 

piece ot legialatian to work UDder but it 1a not baTing the ettect 

th87 th~ 1t would ban before its paaaage. 

Sbe than said there •s still quite a bit ot unoaoiness erouM 

because ot the newspaper articles indicating tbat the Social S.Curit7 

progra.oo waa soine to be • pert ot the tax )3r'OCrUI· Sbe bad indicated 

her Tiews to the S.Creter)" or the TreaaU'r7 on this •tter at a Ncent 

Ca.ittee •••tine 1n this Depe.r!Aent and ehe •s hopine that the 

Adainiatn.tian wouldn't tie taxes and the social eecuritr )3r'OCrUI 

together. !he people who pe7 aocial aecuritr ~· do not look upon 

th811 as taxea , but lock upon them as contributions to a S78tla tor 
which the7 rlll get r et urna later on. 

Paul llcll•tt •1cl he e,greed rlth t his and he bad also expreased 

his Tiewe et the Trea8U'r7 •••tine. The Pree1clent told thea it had 

been dec1cled that the oocial securi t7 program would be out ot the 

.l.dainiatn.tian. t&x )3rOCrUI. He didn't as7 SJI;1UUng about the tact 

that he bad told tho Secret"r7 he aight coaent an the social aecurit)" 

program 1n hie atstooent to be sino to the lla71 and llao.na Ccaaittoe 

next llanda7. 

!he Prea1clent aaked llr . llcllutt how the legislation reopectinc 

the drafting ot father a was ccaing along. llr. llcllutt as1cl ha thoucht 

it wao dJing a natural death. !he Prea1clent wanted to know it theN 

wae ftn7thine we should do about it. llr. llcllutt odd DO, there we.o 

nothing. He thou&ht it was losing aupport en'r7 dar and it .. hie 

nocOIIIIllendation that we leave it alone tor the ti.ale belne· 
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General Floaing Nported on hie recent trip to Al.aelca. He ee14 
he made the trip all the ~up the Al.aekan Bil)l~. 'lhe IDgiDeera 
have dCIIle a wonderful job. '!heN ie ODJ.y ninet)- ailea or the atrip 
to be coepl.eted and ther were coepl.eting epproxi.u.te~ raur allaa .......,. 
de,.. 'lha,. expect to tinhb the entiN etrip b)' lfO\'eaber loth. Be Mid 
at that tiae there will be between r11'teen and ai.xtMn thoueand ci'rilien 
eapl.07"88 rele&a&d.J 80 rar &8 he could tell , 110at or thea - hal 
northern parte or the Stetea ot llinneaote, llontena, the Dakotee and 
llichigenJ ver,. tn rroa the w .. t Coaet. l'aul llcllutt told hia 1r th87 
would eend th• all to the Weat Coast tbat ther could get jcbe iaudietel7. 

John Bl.al:~Mcrd aid theN have been a DUllber ot prcpoaale intro­
duced into CongNoe which would enable soldiers to acquire interest 
in boeee and rar~~e , He thought llllllY ot tbe Depe.rtaente and agenciea 
weN intereated in thil subject and in order that there -y be ,..,... 
unUOl"llit)- or approach to tbe problea, he would wggeet a conreNnce 
on it, 'lhe Preaident told a,rnee to get the gr.oupe together and work 
out policy decieiODa on it. · 

Vineon and Byrnea bacl nothing to report. 

The President asked Vic.e President Wallace what the tellper ot 
the Senate ie at the preoent time. llallace eaid tbo temper 1e quiet 
and there ien 1 t very IIUOb to do. He thought b)' Tuesday the dratt ot 
fa thers would be definitely eettled. 
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Theao ~es received !roc l'r Bell, at 6 .OSpa, October1,194.3 . 

To bo dolivorod to the Secreta~. 

7/8% oert . .3,8.3511 plua 1.3711 

2% 4,44.311 plua 122 

2f,C .3 , 12411 plua 41 

Tax llot ea, 2.26211 plue 264 
~- • 

Total., 1.3,66411 plua 564. 1.3, 664a plua 664 

B, Benda . 1,400U 91 7 ~ C. . 

F, Benda . 1.39 10 

a, Benda . 87 ..1,t.Total 1 .926 124 

Qov•t Funds. 630 0 Total. .62Q ~ 

GRANP WAL. 1.6,22011 Plus 688ll 
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... C: , 1.CI"P'IHOWilLI. 

October 1, 1943 

Dear Mr. Secretary: 

I cannot tell you how 

pleased I am by the triumphant success of 

your Thi rd :rar Loan. Knowing as I do wtat 

diffioul ties you had to confront this 

success must be peculiarly gratifying to 

you, as it is to your friends and t o all 

lovers of our country . 

1 om, my dear Mr. Secret ory, 

with great respect, 

l"ne Honorable 
The Secretary of t he 

Washington , D. c . 

l y yours 

:ri 

Treasury 
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P RI D&JUC A. D I LAN O 
., ........ -.. -.. ..... _ ..... 

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

•t• .. .. , ... , . .. •"••v• ..... ., ....... . 
'!'be Honorable 

'!'be Seoret&J'7 of the 'rreaelll")", 
Vaah t ngton, D.c. 

M:r dear Mr. Seoretar:r1 

11!3> P Street, 
11'aah1ngton 1!, D. C . 

October 1 , 19~ • 

'fhe Pree1dent 1 a office baa llndl:r eent .. oop:r of :rour 

l etter to h11l. Wider date of Septeaber 29, 1n regard to the •er:r 

obJeot1onable one-cent Piece that looke like a diM and 1a oon-

etentl:r being acoepted for a d1M. Ob'Y1ouel :r, a coin coul4 be 

a1nted of the ••• else and w1~t 1d. th a one-e1~th 1noh bole 

throu~ tbe oenter, aa a aUght 1noreaee 1n till th1clmeu Of the 

coin wwld sake up for that 'llb1ob "-• taken out of tha c enter, 

Of oourH, the face ot L1nooln could not be ueed, and the coin 

would ha•e to be of a different dee1gn. If thh euggeat1on h 

teae1ble, I think tbe braine of the Bureau of the Klnt ebould be 

~plied to a different eolut1on, 

.le I understand 1 t, a Congre 11111&11 baa alread:r eubld. tted 

a bill to obange the oo1n, and tbe oppoa1t1on to tbe oo1n h eo 

great , that eo•th1ng ¥111 baYe t o be Gone. 
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MElmlNDU1i FOR THE SECRETJ.RY. 

October 1, 1948. 

Mail Report 

Except for the Bond mail, all receipts have been 
down during the past week. The subject of taxes receded 
into the background, and the letter• that were recei ved 
followed the pattern of previoue weeka. There were 20 pro­
teats against increased taxea and 6 pleas for eiRplified 
fo ru; a few belated seta of Fom 1040 E.S.; eeveral routine 
endorse.ents of the CIO tax prograa; and t he usual suggea­
tiona about further sources of revenue, these including the 
placing of a one-cent tax on bags of peanuts and popcorn. · 
i sales t ax and the excees profit• tax rated onl7 2 or 3 
mentions apiece. 

There were a number of telegrama repl7ing to the 
question about the percentage of defense plant emplo7ees 
bUfing an extra Bond during September. Percentages ranged 
f roa 0 to 90, with a few Chairaen unable to give &n1 figures. 
Difficulties besetting certain groups, such as colored 
citizens, salesmen who cannot get gas, etc . , have been dea­
oribed in scattered letters . Ideas about new types of Bonds 
and new point& for emphasis were unu.sual17 heaT7. There were 
even a few plana for the Fourth Drive . Nonintereat-bearing 
Bonde are particula.rl7Jopular, and annuity Bonds run thea 
a close second. Speci aaall denomination Chriat•s Bonde 
and other vari ations of the gift idea were frequentl7 aen­
tioned. Onl7 29 Bonds, 8 f r om Patchogue, New York, were 
submitted f or redemption, the loweet figure for many weeke. 
Complaint• from personnel of the War Department, dealing 
largel7 with nondelivel'1 of 1942 Bonds , ran about the same 
as l ast week. 

There was. a sharp flare-up in letters complaining 
against Goverr~nt extravagance , and in .oat instance• 
these tied in with taxes or the Bond Dr i ve. The scrapping 
of tools worth $1,400,000,00 by the ir~, as reported b7 

:?8 

•• • 
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W:emorandWII for the Secretary. October 1, 1943. 

newspapers, wa.a co-ented upon ll&JI1 timea . There wa.s 
a.lao a aha.rp.rise in letters dealing with the unpopular 
new penJ11. 1ccordinll: to a clipping forwarded in one 
letter, a. newspaper Is now featuring a colu.n of storiea 
about difficultiu with thia coin. 1nother group of 
bitter protests dealt with the recent Treasury ruling 
regulating yearly oommiaaions to salesaen. These letters 
were f requently transnitted by W:embers of Congress . 

Of 8 lettere co11111enting specifically on recent 
speeches aade by the Secretary, 6 were favorable , 2 un­
favorable . Eight violently abusive co.munications were 
received - all but one of thea &nOJ11mous. 

The month'• receipts from the White House were again 
low, although the total rose somewhat over the 1ugust 
figure . We had 37' lettera, of which 137 were acknowledged 

,in this Division. September bas always been a. low month, 
varying f r om 180 in 1939 to 519 in 1941. Last year, how­
ever, we received 1, 877 communications during that aonth, 
but this was rartly due to postal card campaigns in con­
nection wi tb ncome tax a.nd the Townsend Plan. 

,. -
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General Comments 

We, the People . (Postmarked - New York Cit,r. ) Gosh, 
as if we don't have troubles enough, ,rou smart fellers 
down there have to put out a cent to look like a di.e . 
Just another mesa added to what we got. No wonder-ii 
get het up~ · 

Henry J. Abr ahams, Omaha r.A Neb. I take pleasure in en­
closing Treasur,r Checks yo96009 and 1696046, endorsed 
to ,rou, which I offer as =1 further contribution to 
our War efforts. Also DIY congratulations on .rour 
successful Drive for the Third War Loan. I also enclose 
DIY check for ~e Thou.sand Dollars , and when it clears, 
will be glad to receive two Five Hundred Dollar Series 
G Bonds . . 

Senator Lodge forwards a letter he has received f roa 
Allen W. Rucker , Vice President, Tailb,r-Maaon Coapan,r, 
Pharmaceutical Manufacturers, Boston, Wass ., which 
reads as follows: As .rou are aware, the Treasur.r has 
promulgated a control affecting the earnings of co~ 
mission salesmen and prohibiting &Df increase in the 
dollar amount of those earnings without Treasur.r 
approval. This regulation is, insofar as it affect• 
us, utterl,r disruptive . It not onl,r requires that we 
break contracts of ,rears' standing, but it aerioual7 
and even criticall,r upsets our operations . • • • It 
is too well demonstrated in this industr.r to even adldt 
of question that if the ph,rsiciana are not continuoual,r 
and properl,r called upon, the,r will purchase their goods 
from competitors . It is also demonstrated that the 
salesman with his necessar.r knowledfe of phar.aceuticala 
is the most single powerful factor n making ph.rsicians 
acquainted full,y with the merits of new and important 
developments in the treatment of disease and injur,r. 
• • • To now be compelled to inform our men that despite 
the added efforts required of them and the added busi­
ness which the,r secure, we cannot fulfill our contract 
with them, will be enormousl,r disruptive. Our firm, 
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in common with moat othera, haa oontinuoual7 met the 
multitude of inconvenience• and hardships , as well aa 
the added expense of following Government regulation• 
without complaint. This, however, ia an instance 
where we feel that complaint is wholl7 justified and 
that we request 70ur effort• to bring about a can­
cellation of this new Treasury regulation. 
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lira. Walter H. Si110n, 'feat ColHngawood, If. J. Plene 
send 110re foraa •Record of Ownerahip•. We have tilled 
tin and ere reaq to start tilling ~ 110re. We are 
doing en17thing ponible in order to b111 110re and 110re 
Benda . We have a Bond taken out enr7 pa7da7, but 
I b\11 an,y acre durilur the 110nth, and I aan pe.nniea 
and han a diae bank ?or 25-cent Staapa. 111 rq lett­
over house mone7 goes tor more Stamps . I believe we 
could paper a rooa in Bonda , I get a big kick out ot 
saving all I oan and the aoat ot it goes tor Bonds . We 
bought two $100 ones for the Third Drive, and I talk 
and talk Bonds & Stamps . It ia a ver7 eaa7 wa7 to help 
our Governaent, and at the &&Jill tiu help ouraelvea. • • 

Flo7d Sohwarh, SU!Illpale, CaHf. I b111 Bonds with 55% 
of a7 aalar7, I was told after the last war the people 
were asked to burn their Bonds and the7 did not P'7 oft 
in full value . Please inform me it this ie true , 

H. J . Bra.un, St , Louis, llo. I was for t1mate in being 
one of the honored guests who was present last evening 
at the dinner given at the Chase Hotel in 70ur honor, 
in connection with the Third War Bond Drive. Your 
message was an inapir~ one and the t esti110117 of the 
meabera of the "Hellcat brought hoae to ever7 one the 
•do or die • neoeaait7 of each 11811 and wo11811 who lovea 
liberty ani the Four Freedoaa doing his and her beat to 

ake the 15 billion caapaign a aiiCoeaa, • • • 

Pfc. Laurence G. Do7le , Cup Hatheft1, Vancouver Waah. 
I under atand that a l aw baa been paaaed which aliows 
the Governaent to accept gratuities, Enclosed find 
receipt for a Bolld which was purchased b7 the 1nl;r in 
a7 nams . At the time arrangeaenta were wade to deduct 

so111 dollers froa 111 110nthl7 coapetence it waa not 111 

wishes to invest in Bonds but to have it aent to the 
Government aa an outright gift . Jhile realizing that 

the sua involved ia an inaignificant one , there are, 
nevertheless certain principles i.nvolved, and principle• 

are tremendous trifles. 
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Richard Stack, Carrolton, Ill. I have purchased tod&1 
f rom Carrolton Bank of Carrolton, Ill. , one $25 War 
Bond, Series E, issued aa of the first day of Sept., 
1943. Bond No. ia Q19176553 E. Pleue cancel panent. 
I &m aending the Bond to Gen. Douglas Jl&oll'thur aoae­
where in lustr&lia with instruction• to place it on 
the firat bomb, aa poatagei that he dropa on TotTo, 
Japan. It ia ao n..n Litt e to give, but I will get 
a Helluva Lot of Satisfaction if =f wiah i a carried out. 

Dr. Irvin 1. Mathewa, Kankakee, lll. Tod&1 I han 
bought another War Bond and donated a pint of blood 
to the Red Cross. Thia aeeaa ao little to give one's 
Country, compared with the millions of fellow Americana 
who are giving a great deal more, even in aome caaea 
their lives on the battlefronts of today. ~inf War 
Bonda and donating one ' s blood to the Red Cross a the 
least we on the homefront can do, and I for one con­
aider it a great privilege . I wish that I could do 
more. To show a, great appreciation and love for a, 
countrr I wish to present to you ~ peraonal check for 
$25.00 to be used for medic&! needs for our lrmed Forces 
overaeaa. 

Max 'lachna, Tachna & Pinlcuaaohn, Counaellors at Law, 
New York City. I have just received the enclosed check 
for $990.00 from the Treasurer of the United States, aa 
a •six months' death gratuity•_ paid me because of the 
death of our onl7 son, Ensign Lionel Judah Tachna.• • • 
.lt the tiM 7q aon joined the lfaT7, ear!r in 1941, ha 
told ua that for hia aa an American there waa but one 
choice -- to fight, and, if necessary, die for a free 
country undoainated by the fear of a Na&i-controlled 
world. I &m aure that it would be our son' s desire that 
the enclosed check, paid beoauae of hia death in action, 
ahould be devoted to carrying on the cause for which 
he gave his life . Hia mother and I therefore wish to 
invest \.he enclosed check in Defense Bonda and thu.a 
help the present Third War Loan Drive. • • * .la there 
may be aoae technical requirements about the endorsement 
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of the check, will you please endorse it for .e so aa 
to obtain theae Bolide, or return aa.ae to • with in­
struction•? What I specifi cally deaire, howeYer, ia 
that the check itaelf should be paid directly to the 
U. s. GoYernaent !or these Bonde, and that the Bonda 
be registered in the naaes of Max Tachna and Roae 
Tachna, 40 Weat 77th Street, N.Y.C. 
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Jaok L. Williams, San 1ntonio , Tex . I owe you t hank• 
for your kind and courteous letter of June 22 thia 
year, regarding ~ old War Bonds. I haYe since heard ~-
f rom Chicago that they will aoon be delivered to ae. • 
••• 
Herbert W. Forster, N.Y.C. The lr~ Show in Waahlngton 
is to my mind a wonderful and lnepiring spectacle. 
I spent nearly two full .days there and then felt that 
I had bl no aeana taken it all in. It leaves ae wi t h 
vastly ncreased r espect and adairation for the aagni­
tude of our war effort ~ of the technical and human 
vigor of thi a nati on. If the men and exhibits, as wel l 
aa the transportation f acilities could be spar ed, 
I think it would be a great at imulant to the entire 
hoaefront if the show could go on tour throughout t he 
country. 
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Un!avore.ble Co11111ents ~ ~ 

Bond Bnyer -- Postmarked New York Cit,r. The War Bond 
Drive is lagging for a very good reason. Just whose 
super-brain evolved the brilliant idea of having the 
Drive coincidental with the filing of tax declaration& 
and payment thereon has not been revealed, but that it 
haa had a ~reat effect, there is no question. The Bonds 
will all be sold, but if the Drive had been earlier, 
thousands could have bought them, and t hen borrowed, 
if necessary, against thea to pay Seftember 15 taxes. 
I hope the next Drive will be at a tllH when other pay­
menta are not due. 

Robert G. Her zog, N.Y. C. I am writi.ng this letter to 
call your attention to a condi tion which I feel ca.nnot 
help but hinder the sale of War Bonds through Clan 1 
payroll deductions, I refer to deductions made by 
the War Department from the salaries of civilian em­
ployees. I give ~ own case as an example because I am 
thoroughly familiar with the details. However, I have 
inquired among other employees and former employees of 
the War Department and I find that .:r cue ia typical. 
• • • (Explains difficulties . ) Until now, I had no 
idea how aeriously this affects the sale of Bonds, but 
recently I was appointed, by the company for which I now 
work, to the Bond Selling Collllli ttee and h ave found dif­
ficulty selling Bonds t o many individuals who claim 
undue delay in the delivery of Bonds . • • • 

N, T, Brice, Treasurer, Falk Credit Union, Milwaukee, 
Wisconsin. We are issuing agent for the Falk Corpora­
tion. This month, because of the Third War Bond Drive, 
we will probably reach a $200,000,00 total in Bondi 
issued. lfost ot these Bonda a.re of the smaller denoaina­
tion so it means a lot of work. The Falk Corporation 
has gone to considerable expense in providing equipment 
and help to the Cr edit Union to do this work. The 
Federal Reserve Bank of Chicago has been supplying us 
with a penalty window envelope for some ti.me , which 
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speeded up our work oonsider&blJ as it eliminated 
add.reaaing several thousand enveiopea nch aonth. You 
c&n iaagine our dia&p~ointaent when the7 i.n!ormed ua 
th&t no aore wera &v&il&ble &s the Post Office Depart­
ment could onl7 order thea. I checked with the Post­
llaater in lfilwaulll e and he nid it was up to the 
Treasur, Department. Tbere is no use of going into thia 
matter aDJ further except to state that we offered to 
print the envelopea; do an7thing to get thea and couldn't 
do eo. It necessitated hiring aore help, tJPing all 
envelope• and dela7ing deliverJ of Bonde and increaaing 
our expenses. We hope we are patriotic iaericana, but 
when two of the largest branches of the Governaeht can' t 
decide who will order soae envelopes, it certainl7 
straina one'a willingness to make the aacrifices that 
one now haa toaake elld ia aost willing to Mke in theae 
dafa. * * * 

C. Franklin Ward, HollJWood, Calif. In spite of Df ver, 
great admiration of JOur leaderahii, I am fullT in accord 
with the opinion of DeWitt Mackenz e aa aet forth in the 
attached clipping. (Criticisa of HKJr'a speech, ~en •• • 
if . . • etc .•) 

G, Burton Hibbert Chairman , War Finance Committee , 
Providence , R.I . tTalegraa) The action of the Tteaaur, 
Depart.ent contr&dicta JOur dail7 telegraphic urginga 
to push sales of Series E Bonde . Rhode Island' s campaign 
waa well in hand until newa releases on dollar succets 
froa Washington broke in local papers. The people of the 
United States naturall7 will not sacrifice theaaelvea 
unneceas&rilJ, and if the7 think JOU have received all 
the aon•J JOU asked for, no aalea t echnique can perau&de 
thea to bUJ aore. Our organisation of over aixtJ· fin 
thousand solicitors in Rhode Ialand haa aade an all- out 
effort pointing to the last ten daJ• of this campaign, 
and aucoeas was assured which further publicitJ on doll&r 
voluae (inate&d of ~umbers of purchasers) froa laahington 
will completelJ diaaipate. Your cooperation ia earneatlJ 
requeatea. 

46 

Regraded Unclassified



- 8 -

N. Gropper, N.Y. C. You stated tha~ the wage earner 
ia not bUJing Bonda in the quantitiea expected. You 
know the answer to that one. No blaae ia chargeable 
to you, for you have done an adalrable job in the face 
of the most criminal and corrupt bunch of legialatora 
tbat any nation baa ever had to contend with. * • • 
Busineaa ia earninf enormous profita out of thia war, 
stained with the b ood of the best huaana on earth. 
111 thia deapite the ao-called high taxea. The wage 
earner in the uin il u~ no :mre, and perhapa leu, 
than in pre-war period. Sure, so.e war workers who 

iut in extra houra on awing ahifta r oll up what looka 
ike a large sum, but they don't keep it up. Whereaa, 

the average worker with the aame wage facea deduction& 
for higher coats for food, rent, clothing, Union duea, 
taxes, penaion contribution•, :mney to boya overaeaa 
and in U. S. Campa, contribution• for war agenciea, Red 
Cross, etc . * • * . 

Kim Collins, C.P.A. , Collins & Burl, Detroit, Mich. Our 
associate• and client• don ' t f eel verr good about contr i­
buting to the Bond Drive when they aee their aoney thrown 
away in the following aanner. Recently the J.nq lir 
Force aold $1,500,000.00 value of standard new cutting 
tools for $75,000.00. The purchaser• are not required to 
kee~ any inventory control or comply with priority regu­
latlona. I understand that ordera came from General 
Hopkins , routed through the material command at Wright 
Field. The Detroit office advises that they were ordered, 
after an engine deaign change , to acrap tbia large quantit1 
of tools aa obsolete, when actually theJ were standard 
new cutting tools and adaptable to other purposea. 
Ordera cited that there waa no apace to atore thea when 
actual apace waa enough to atore all the cutting tool• 
in America . The sale waa required to be made at onoe b7 
the Detroit offi ce with no advertising and no competition 
allowed. The Detroit office had been making good progreaa 
in distributing this equipaent t o other critical aaterial 
locationa where it could be used to the best advantage. 
There waa no reason for auch an order and the manner in 
which the deal was handled indicate• that there is soae­
thing rotten somewhere. * * * 
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Marg~ret Gra,, Ever ett , Waah. The p~pera have co.mented 
upon 70ur wor:t regarding Bond buring. Up to now we 
•little people have been glad to •~orifice neceaaitiee 
to help OUR boT•· Since ~ recent report regarding the 
ah~bb7 treataent of General li&o.lrthur, we are beginning 
to wonder if we are helping OUR heroea or again financing 
Brit~in'a •curt~in calla•. If Brit~in want• to feature 
BRIT1IN -- ~t the expense of our brave men -- let HER p&f 
for it . The lmerican people ~re eolidl7 behind Gener~l 
Kaolrthur, and if theae reports are true, we are vroving 
ourselves a nation of ingrates. Overoptimism ian t going 
to atop Bond buring, Mr. Korgenthau, but THIS sort of 
thing IS going to atop it. 

M. H. Mattison, Publiaher , The Elk Rapids Progress, Elk 
Rapids, Michigan . I have fOur letter of the 4th asking 
me to place before the respective buaineaemen of~ com­
munit7 sponsored advertising pertaining to the Third 
Loan. This I have done -- oont~oted better than 95% of 
them -- including the profeasional men, wi th the result 
that I was turned down overwhelaingl7. The first of the 
page series, with the President'• photo, I ran ~aelf 
t wice in the paper, le~ving the reaaining t hree pagea for 
the aponsora . The price I asked for running the aaae in 
the P!per ~· $3. 33 per signature , or aponaor, which 
I re~llT do not think exceaaive. Now what I aa up againat 
it thh : ahould The Progress run in ita CcUUIIIll the re­
leases of the Treaaurr Department fro• tiae to time dur­
ing the Drive, over ita own aign~ture, in view of the 
!acta recited, and ~lao in view of the !act that this 
newspaper c~rried 1LL of the Firat Loan Drive .ateri~ 
~t ita own expenee. Since I did &11 the soliciting 
peraon~l7, I have the first-hand facta in the case. 

F. R. Peake, Berkele7, C~li!. Laet week I expected ~o 
eell $100,000 of War Benda to the truateee of a certain 
institution. The7 finall7 bought $10,000 . The reason? 
One of them referred to a at~teaent b7 Senator O'M&hone7 
th~t Lend-Le~ae for which Congreaa appropriated 18 billion 
dollars, haa had added to it ao .. 50 ~dditional billions 
transferred to it b7 Executive Order !roa funds aet aside 
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b7 Co~reaa for other purpoaea. The trustee aaid 
further that the onq W1f to atop t hat sort of thing 
waa to refuae to aupplr the .one7; that no aingl e man 
was aufficlantlr able to spend auch a vast aua wi1el7, 
certain17 not the Pre1ident and the theoriata surround­
ing hia. I uk 70u 'llb.at anner 70ur 1olicitora can 
give to such atateaenta? If 70u c&n' t give me an honest 
answer, don' t bother to acknowledge receipt of this 
let ter , but if the War Lo&n Drivel fail , the blaae will 
reat with the Preaident, and not the people. Will he 
ner learn? 

K. 1. Mledfelt, Seattle , Wa1h. * * * How do rou expect 
people to aell Bonde to the citizen• in thia 1tate when 
you find the Governor who inai•ted in shipping scrap-iron 
to Japan, the aaae Governor (when he was M&7or of Seattle) 
inviting and entertaining t he Admirals of the Japaneae 
NaT,T, and he ia now out heading the Bond aales and ~ing 
speechea in our 1hipyarde . The aame Governor who would 
not re1pect the lntl -acrap-i ron picket lines . Attached 
rou will find a newa clippln« ahowing that the peopl~ 
here are a1king for an inveltigation at Boein~s because 
the Boeing manage.ent ia aore interest ed in dllorganiz­
ing the entire war program here than in building more 
planea. • • • And we loiow that Pearaon told the truth 
becauae we have read the Riddle of the State Derrtment 
b7 the Nation Kagazine. Well, if our GoveMillen ia aemi­
faaclst wh7 should we bUf Bonds to put bonds of faacis~ 
around ua? * • • 

lliu lnna 1AV7, Brooklyn, H.Y. I think it was an insult 
to ua Americana in rour 'feech September 22 at the War 
Loan Drive cere110ny. It s true that Enfland and Ruaaia 
are our llliea, but we don't need Church 11 and Stalin 
to urge ua to back our BOnd J:rive. We .laerioans alwa71 
do what we atart out to do &nd we'll ~ !!.!.!!: the top on 
ill! Drive . 

A Sincere War Bond Bu;yer, ProTidence, R. I. I uaed to 
bUJ a new $25.00 Bond every three weeka. I accu.ulated 
quite a n IIDib er of these worthy doc1111ents , but a week ago 
I waa in need of some readf caah, becauae an eaergenc7 
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aroae, ao I aade a trip to the aain Poet Office Build­
ing in the heart of ProTidence, only to learn that I 
coUldn't get caah for _, Bouda, but would haTe to aena 
thea to the Federal ReaerTe Bank in Boston, Mass., and 
then wait a couple of weeka for the money. This wait­
ing waa, aa a aatter of fact, inconTenient and bUidli­
ating to ae. I had to notify rq creditor that I couldn' t 
aeet the note, and that ia the first time in -r life 
(I'Te liTed a long while) that I could not aeet an 
obligation when it fell due. I . thought that all I had 
to do, Wben I wanted caab for one of ., Bonda, waa to 
Thit the local Post Office, present the Bond, and with 
euit&ble identi.fication, recel n the oaab. If 70U can 
reaea, thla sort o! aitua.tion, not only _,sel! but -.ny 
others would appreciate it . 
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Unfavorable Comments ~1axation 

Arthur Mead, Brooklfn, N.Y. These individual and other 
income taxes will break the back of the Nation unless 
alleviated. With no income for 7ears, b7 hard night 
and da7 work for 11:1 GoverD.III8nt , I am in the 90% ta.": 
bracket, and with losses the Treasur7 will not permit 
me to deduct, I am minus thousands of dollars for 11:1 
efforts. I have bad to sell Defense Bonds to prepare 
for the December installment, and am generally most 
disheartened and discouraged . In addition, I have 
7% to pa7 the State. This system of taxation has 
driven country after country into despair and revolu­
tion, as histor7 proves. For God's sake give thrifty 
patriotic citisens a chance to live and enjo7 the 
privilege and abilit7 of being an lmerican. 

Lester C. Weiase, i ttorne1 at Law, Sheboygan Falls, 
Wisconsin. 1fter coming up for air, following the 
Declarations of income taxes , I have this recommendation 
to make. I suggest that legislation be introduced 
a?olishing the filing of all Declarations excevt on 
December 15th. • • • B7 then, one would know his exact 
income. It would be corrected as of Kerch 15th on the 
final return. Then all of the manpower wasted in the 
tax deparbaent could be given guna and ilaced in the 
fighting linea where it belongs. • • • t is a sorry 
t ragedy in the face of the headlines on the shortage of 
.. npower, that the Governaent should absorb aore and aore 
men in a aystem that has absolutel7 no merit. Fifty-two 
million r eports were expected to roll in; fifty- two 
million tiaea four gives you over a billion. Think of 
the clutter in the Post Offices of that quantity of aail; 
think of the waate . What has the Gonrument accompliahed 
in the great iaerican guesaing game which our income tax 
law has now provided for those people who are not on a 
salary or wage basis? • • • I am heartil7 in favor of 
abolishing the Victor7 Tax and all that oo~~putation, and 
make it a single income tax. Why coaplicate aattere, 
and why t ry to lie t o the public? We have a War on our 
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hands and we expect to paJ taxes, a.nd that ia one cheer­
ful thing, not one individual, no aatter how auch his 
tu, compl&ined in 'fill office aa to the amount. The 
onlf gripe was the confusion and the uncertaint7 of the 
coaputation. 

C. H. Tholl, Wickford, R.I. I h&te to bother a bus7 
man like JOU but I wonder if fOU c&nnot find the tiae 
to grant a boon to the s~~&ll businessman, and allow us 
to send i~ our hplo,er's Ta.x Return under the Federal 
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Insurance Contributions .let without their being aworn · ~". 
to. We are now allowed to send i n our incoae tu returna 
in this III&Il.ner and it would seea that the Eaplo,er' a Tax 
Return could be treated sillilarlT. The chance for cheat-
ing ia auch leu on pa7roll returns, aa our papolla are 
cheeked and audited by our State, under the UneaploJIIent 
Compensation .let, and b7 the Insurance Co~anies under 
the State Workmen's Injury Compenaation .let . • • • 

F. K. White, Ka7or, The Cit7 of Clarkton, Clarkton, Wo • 
.llmost 68 7ears ago I was born in this stat e, near where 
I all. now living , and han tried to be a representative 
citizen, and if not a credit, at least not a discredit 
to ~ atate and country. Up to thia 7ear, I have fairlf 
well aucceeded, but it appears I am at 'fill row's end. 
What, with the food and other restr ictions which I have 
11111.11aged to coaplf wi th to the beat of an undernourished 
man ' a abili t,., I am now faced with a law which forcea 
ae to •me an eatt.te• of rq 1943 incoae , and threatena 
to penalise ae it I aake a bad gueas. * * * It seeaa 
strange that such aen aa J OU would allow laws like thia 
•par-as-Jou-go-erazy• income tax plan, wi thout ~~&king a 
protest. * • • Do &nJ of JOU realize that the interpreta­
tion and working out of this fool law is a job of a 
combination .lttorneJ, Cert ified ~blic .lccountant, and 
Inooae Tax Expert? If aUJthing ie calculated to defeat 
the Deaocratio PartJ, this inoome tax law will do it. 
Not that the Republicans didn't also have a hand in 
passing it, but the co111110n herd, of which I u an indi­
vidual, ia fed up on thie kind of atuff, and getting 
aadder all the t1ae . The provision• of our Constitution 
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hue been kicked around until IIJU'ecogniuble, and it 
is about time to call a halt, or han it scrapped al­
together . I am going to vote , i n the next election, 
againat every incumbent, and work to the end that all 
be, if poaaible, defeated. I wi ll vote any ticket but 
that which makes such laws possible. · 

Ruth K. Tho~son, Kelroae Park, Pa. Weren' t you kidding 
about the 3~ withholding tax, or do you want to start 
a. revolution? We .llllericana han been cooperative about 
enrythillg from sending our boya to fight on foreign 
aoil (which we Mothers !ought before Pearl Harbor with 
tooth and nail) to standing h&l! a da7 in line for l/4 
?.Ound of butter, which we can't eat - kept too long. 
le mildly amlled at the •pay-as-you-go• , we ca.lled it, 
but when you oppreaa these same people ·- watch out~ 
Rave 70u ever thought we have a War to win and you need 
100% cooperation, not bitterness? Of all the dumb thing• 
to hurt our Third Bond Drive~ * * * .la a good Republican, 
everything this !dministration ie doing is going to aake 
it swell for us for Presidential election, but as an 
American, stop before you wreck our Country beyond 
repair. * * * 

Regraded Unclassified



• 

() 

1'l'euur, llepar1aat 
Dldaioa of llout&rJ llaoMrcb 

DaM Oet, 51 194.) ll 

,_, llrs. llcHugh 
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Thia was merely f or the Secretary ' s 

infoma tion. It calls for no action or 

daciaion on his part . 

H.D.'I. 

Ill. IIII'1'S 
81'aDoh 8008 - Roo• .lll.4l 
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TO 

TR.EASURY DEPARTMENT 

Secretary Morgent hau 

Randolph Paul 

You will be interested i n the attached copy of a 
lrtter sent to the President by Mr . Berl e as Act ing 
Secretary of State and i ts enclosure , an aide memoi re 
from t he British Embassy dealing with the question of 
1roviding money fo r Italian diplomatic missions i n 
\'~ rioua neutral countries . 

~e received these documents from the State Depar t ­
" '"' ioto<aally oo Sopteob~3, 

• . 
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Septe~ber 29, 1943 

.y dear .r. President : 

You \'ill note from the attached copy of an aide memoire 
:ro. the Brit ish Embassy that cons ideration i s being given to 
the question of providing money for I talian diplomat ic missions 
in v· rtous neutral countries which might find themselves in 
Hnnnci11 l straits . You wi ll further note that the British 
Government is endeavoring to ascertain whether the Badoglio 
~vernment is still able to suppl y funds for the upkeep of 
loyal missions abroad, and that if the I talian Government is 
!'IQt in a position im~ediately to provide needed funds , it is 
,ro1osed that we share the responsibility on a fi fty-fifty 
t<sis to furnish funds for the upkeep of these missions at 
!erst until such time as other arrangements can be made . 

Accordin~ to a telegr~ received from our 5ission in 
:!adrici, the Italian representetive in that city has already 
~rou~tt up t he question of rec P.iv!n~ financir l assistance . 

Since in the neutral countries involved (hrgentina, 
Portug~ l , Spain, Sweden, Switzerland, Finland , turkey , and 
,,fwhanistan), there are a lso German missions which undoubted­
ly will endeavor, by offer ing financia l assi st ance , to 1~in 
over to the s ide of the puppet I talian Government t he Italian 
~iseions in these posts , it is felt ~hat as an emergency mat­
ter ;:a should be in a oosition to advance funds on short 
notice in the event the Badogl io Government , i tsel f, is not 
ble i~~ediately to make provisions for its loyal representa­

tives abroad . 

Efforts a re being.made to ascer tain the availability of 
of icial Italian funds in this country which might be used to 
re,ay any advances made to the Badoglio Government . If 
o!ficial Italian funds are not available in this count ry for 
• .is puroose, it is hoped that the Badoglio Government 
eventually can comolete arrangements to cover these expenses 
:rom official I tallan funds on deposi t in one or more of the 
neutral countries invol ved . 

In order that we may be in a oosition to act expeditious­
ly in this matter in the event thai it proves necessary for 
us to aerist Italian missions to meet l egitimate expenses 
Jntil other arrangements can be made, it is suggested, if you 
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~ ree to the proposal in principle , that you authorize an 
2Ylocation from your Emergency Fund of various sums as needed, 
not to exceed $1 , 000,000, ho~1ever, for this ourpose, on the 
understanding reimbursement will eventually he sought through 
diplomatic channels . 

If you concur with the British proposal, ~1e feel that 
the Soviet Government should be informed of our contemplated 
act ion in order that they may be in a position to offer sug­
~estions and give their approval to the plan . 

The President 

'i'he White House 

Faithfully yours , 

(signed) A. A. Berle 
Acting Secretary 

Copy of aide memoir e from the British 
Embassy dated 25th September , 1943. 

O:r . J. Jones of the Department of State advised me that he 
understood Mr . Berle had added to t his letter a pen note 
reaning as follows : 

"I have asked the boys to look into the question 
of using blocked I tal ian assets in this country . ") 

57 

Regraded Unclassified



AIDE HEl10IRE 

The question of providing money for I talian Diplomat ic 
::i :~rions i s likely to arise in several countries . His 
::e j esty ' s Govern:~ent are t rying to ascertain whether the 
Badoglio Government can still provide funds for their up­
teep, but it must be recognised that in the present circum­
st<nces they wil l probably be unable to do so . 
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2. It could , of course, be maintained that this was a mat­
ter ~lhich does not concern His Naj esty ' s Government ar the 
Cnited States Gover nment , and that if the Ita lian Government 
cannot support their missions abroad these must be withdrawn 
to Italy . There would, however, be advant age in maintaining 
Italian missions in neutral countries provided that they suo­
port t he King and the Badoglio Government, since their ~li th:. 
drawal might give an opportunity t o the puppet Fascist Govern­
~ent to secure represent at ion in neut ral countries. His 
r!ajesty ' s Government therefore feel that arrP-nge!!!ents must bs 
~ede , if necessar y, for their upkeep from Allied funds . No 
funds should .be advanced to mi esions suspected of support ing 
::ussol ini ' s regi.me . 

3. His l·lajesty ' s Government fee l that this responsibility 
should be shared between His Majesty ' s Government and the 
Uni ted States Government on a 50- 50 basis . They would 
n~tura lly wish expenditure to be kept to the minimum , and 
British and United States r epresentatives in the countries 
concerned could advise whether t he I tal i an dipl omatic or con­
sular str ffs there could be reduced by the repatr iation of 
unnecessary personnel t o Ita l y. We should al so secure the 
re-oval of any I talians suspected of Fasci&t sympathies . 

BRITISH El~BASSY 

25th September , 1943. 
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OO!!FID!f!TW. 

FEDERAL RESERVE BANK 

OP' NEW TOll< 

Dear llr. Secretary: Att!ntion: llr. H. D. 'MUte 

I am ancloaing our compilation tor the ~~eek ended 

September 22, 1943, showing dollar d1abureelll8nts out ot the 

British l!&pire and French. accounts at thio bank and the 

11eana by which these expenditures ware financed, 

Faith.t'lllly yours, 

/a/ 
L. 1!, Knoke, 
L. II . Knoke, 
Vice President . 

The llooorabla llonry llortenthau, Jr. , 
Secreta17 ot tbe Treasury, 
Washington, D. c. 

&'>clc•ure 

c 0 p J 
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BRI'fiSH l.lO::IT S.X:RET. 
u.s. sr:cREr 

O?fEL llo. 323 

IIO'f ·ro BE RE*f!WISI.I!'f.lll 

COPY !IO._J-J_3.J-

Information received up to 10 a . .. . 1st October 1943 

1. NAVAL 

HOOE I'Ari.RS . Eerly )Ot.h our li!lht forces engaged R boats in 
ctl&rulel. O'ne R bost set on fire, ono or our co tor gun bests slightly 
diJll&ged. 

NORrHERN >.HERS. Special orell oul:lc:l.rines hsve attacked 
TIRPI'l'Z in Alten fjord . No definite inforoat1on available regarding 
attack but photographic reconnnis ~nee shot s smell snip secured alongside 
TIRl'lrZ and sea in vicinity appear• covered with oil. SCI!ARNHORS·r hao 
movod her berth . 

~· A channel has no~ b•en swopt into Caste1laomero. 

2. MILirARY. 

~· No fresh information recoived . 

CORSICA. Genum bridgehead no• reduced to a &trip on t:ast 
coaet rr= Brande on Cape Corea to a point 20 ..Uu sout.h of Bostia . 
French troops engaged r.ith Goman r<~arguorde in aountain passes l'iest 
and South !\'est of Bsstia. &IOllll' evac11at1<n alJ:;ost completed. 

!!!!.§§!A. In llogilev area Rueelans have crossed River Sozh and 
takon railway centre of Krichev (55 "ilea &>.at No1·th East of l.logilev. ) · 
They have also advanced 6 to 8 miloo opposite Gamel. 

), AIR OPeRt.fiONS. 

fiESfoRN FRONT. 29th/30th. 1318 tone "ore droppod on BochUill . 

)Oth. Typhoons sank a lighter and serio11sly 
d~~god a 1200 ton ohip and a coaster off Dutch coast. Beaufightar s 
left a 2000 too ohlp on f ire off llonrogian coast. 

DODECANC:S... 29th. Landin~; vounda on Kos attacked by 18 and 
23 escort~ Ju 88. <::ncmy casualtioa 1·1 ·1. Both landing srounds 
probably unaarvicesble for several days. An erntrgency landing strip ie 
in use. 
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Wasn't very long. 

All right. 

Here 1 a Fred. 

Hello. 

October 2, 1943 
9 :55a.m. 

Fred, what happened at the White House? 

Mlea Tully baa the apeeob •... 

Yeah. 

.... and she baa not yet, aa tar as we know, 
has not yet delivered it to the President. 

Well, did you give her the l atest? 

We got the latest one over there, yes. And Gaston 
called her and ehe didn't want to walt to get it 
but she said that lt we would send it over and 
1)U ~ it on her desk ••.. 

Yeah • 

. . . . abe would get 1 t the first thing this morning 
and get lt to the President. 

I see. 

And all tba.t' e been done. 

Good. 

All right. 

Nothing's happened alnoe then? 

Nothing bas happened einoe then except I've lost 
my voice. 

Ub huh. Who have you been eboutlng at? 

Nobody anymore. 

... • 
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Well, there i sn 't much use in my going up on the 
Hill . The New York Times has the whole story. 

Really? 

It was a wonderf ul idea of Doughten ' s to bring 
these fellows down here. 

Ah. 

They've got it to the laet detail. 

Is that right? 

Yeah. 

H\lb. 

Well, let me ta~k tQ Paul as long as he's in a 
hurry. 

All right. Then I want to mention something 
else to you when you're thr ough. 

All r ight. 

Hello. 

Yeah. 

You're right, the New York Timee has most of the 
story. 

Yeah. 

Anti-climax . 

Well, is it all set that we lower the exemptions? 

Yeah. 

I s ee. 

It 's all set tha t we lower the exemptions. 

66 

I never agreed to it, but I don't suppose that . .. . 

or course, that-- that' a dependent on the poet-­
or having a post-war credit and also on elimi nating 
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the Victory tax. 

I say, I never agreed to it, but that's not 
important. Well, anyway ••.• 

Well, that waa mentioned over at the conference 
at the Preaiden t 1 a. 

I know. 

In tact, I fought the exemptions up higher than 
the others wanted them. 

Yeah • . You say you wanted to aek me something'/ 

No, I -- I -- ot course, I want to get the 
deoieion on th1a poe t-war reserve aa soon as 
possible because all the aohedulea have to be 
inserted, and •••. 

Yeah. 

• . .. all that sort ot thing, but there's nothing 
we can do abou t that now. 

1ba t' s right. 

Uh - - uh --we have-- we have-- I don't know 
whether -- how you want aome ot the details ot 
this explained, whether you want it to be in 
reaponee to questions or whether you want another 
atateiDent, or what. 

Well, I 11D counting on you to explain the details. 

Well , I mean have you a ny 1deae on whether it 
should be done 1n a f ormal etatement o r Juat in 
response to quest1onet 

I think in responee to queet1ons. 
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All right. Walt a minute. (Aside: You got any ... . l 

I 'm ooiD1ng ln, the weather permitting, late Sunday. 
I'm counting on seeing you, Blouzh and Smith. I 
wieh you'd keep .1t open t or me. 

Sunday evening? 
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Yeah. 

All right. I don 't know whether you want to go 
into some o! . the detaile or corpora te relief. We 
wan t to come out aga1na t reserves and in •..• 

I've even got thie in mind, I may wan t Blough and 
Smith to !ly up and then come baok with me it 
they'd be willing to do that. 

You mean -- when -- today? 

Sunday. 

~nday? 

Yeah. 

68 

Well, I'm sure you'll be in agreement wi th our 
tight against reaervea and our ve ry limited r elief 
to corporations but we haven't been over all or it. 

Well, it I had an hour and a halt or t wo hours with 
Blough, we oould cover a lot or ground. 

Well, you don't want to make those arrangements now? 

No , because the weather la ao uncertain. 

Oh , I see. 

But I .... 

Well, I-- I don 't have muoh doubt that you ' l l agr ee 
with all these thing• and moat all o r them-- moat 
every one haa been talked over. We have the eta 
ary income relief. 

My God, a woman poetm1at reee, R. F.D., just arrived. 
I' vs never aeen that before. 

Oh really? Well, t hey're getting 
are getting 1n everything now. 

That' a 11oth1ng new. 

I mean women 

'A'ell, I think eometimea 1t 1 a around the other way. 
Well, I don ' t know any more now. We 're just waiti ng 
t or tMa tile ••.• 
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Well. ... 

•... uh -- word. 

•... you know that we've put all the preeeure that 
we could onto the President through Gr ace Tully. 

Yeah. 

And what he will do, I don't know. I do wieh -­
I don't know what the memorandum or Rosenman's 
eaid but thoee laet two pages on Social Security, 
I want to make damn eure the President know a I'm 
going to say that. 

Yeah. 

Did Smith bear me? 

Yeah. 

Yeah, he heard. 

And for the benefit or everybody, Mre. Morgenthau 
hae read Smith'e statement and ehe thlnke it's 
brilliant. And she said that that's the ol oseet 
ehe'e always . ... 

Will you apeak a littl e l ouder? The boys can't 
eome or this. 

Mre. Morgenthau think• the statement 1e br1111ant, 
and that eh8 •.•. 

(Aside: take a bow, Fred.) 

What? 

Fred -- Fred'• taking a bow. 

And that that 1e the approach that ehe alwaye 
wanted me to take before Congress and never could 
get me to do it that way. 

Well, maybe ehe'e right. 

She said that the statement• I have given heretofore, 
a handt'ul or tax experta could understand 1 t, but 
nobody elee. 
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Yeah? 

She la very enthua1aatic aa to· the appr oach. 

Yeah. 

I mean , as to the approach, ehe is most enthusiastic, 
whioh buoks me up. 

Yeah. 

Yeah. 

And .... 

Ub •••• 

•.. what Bell told me about the a ttl tude or Byrne a and 
Vinson at Cabinet, ia ao typical. 

Oh , I didn't hear that ato ry. 

Well, I'll let him tell you. 

All right. 

I uon ' t want to tie you up but I ' ll tell you, lf 
you, Rsndolph , and Blough and Smith would be ln 
touch o r let the telephone -- my operator know 
where you are . . .• 

Yea. 

.... aa aoon ae I make uo mY mind how I can get 
back, I'll be in touch with you. 

All right. 

And-- uh -- I think what Smith ought to do i& to 
tell Illes Carre that 1r anything comes rrom Grace 
'1\illy on thi s thing, that they should get in touch 
with him. Also, Mrs. McHugh and also my f r ont 
office, so everybody knowa that he is waiting. 

Yeah. 

And as soon as he knows , i f he will whisper 1t to 
me, I ' d auorec1ate it. 

All right. Now, Fred said he wnnted to sey another 
wo rd to you. 
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Now, on the Judge Hand thlng, he' • coming to 
aee ,yout 

He's probably there no w. Yeah. 

And ,you're having Frederic Delano ln .•.. 

Yea, I am. That's all been arranged. 

Well, would ,you tell Judge Hand I'm aorr,y I'm 
not there and please tell him I appreciate hie 
kindness? 

or course, I will. 

Thank ,you. 

Do ,you want Fred now? 

Yeah and ,you can-- ,you 'd better go back .... 

All right. 

Hello . 

Yea. -·-
We just got a t'laah from the White House. The 
speech baa gone - - the new apeeoh has gone to 
Mr. Rooeevel t. 

The what? 

The new epeech baa e;one to Mr. Roosevelt now. 

I eee. 

So he's got it. Now, there's one other thing •... 

Wai t a mlnu te. Who did the tlaah come t'romt 

Miea Brady just called Fit&. 

Yeah. 

And we just checked up-- I had Fitz check up 
th1a morning to make sure that Miee Tull.Y got it. 
See, she was gone. 
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Yeah. 

And then Mlae Brady juat now called back and sa id 
that she not only got i t but abe gave it to the 
Pree1dent. 
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So , that's that. We' r e that tar along. 

Right. 

Now, the one other thing that I want to Jus t ask 
you about. I don't know whether you want to do 
anything ... . 

Wait a minute. 

All r 1ght. 

In case you are talking to her a t a ny t i me, her 
name is Mrs. Brady. 

All right, Mrs. Brady, then. All righ t? 

Her name was Dorothy Jones, now Mrs. Brady. 

All right , Mrs. Brady, nee Dor othy Jones. All right1 

Yeah. 

Okay. 

Now, listen. As a publ i oiat, public relations ••.• 

Yep. 

.•.• etc., etc •••. 

Yep. 

•.. . do you thlnk 1t 1 a good o r bad t or the Treasury 
that the whole damn thing has leaked out 1n the 
paoera? 

I don't knott. I don't knott. I -- r eally I don't 
know. 

What have I go t you t or1 That'• my posi t i on. That 
doean't hel p me any. 
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I know, but you've got to give me a few minutea. 
I don't-- my firat hunch ia that it ian't going 
to ba eo bad. 

Yeah. 

There are t wo r easons why I think it may hot be 
so bad and one or them ia that - - that it it 
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didn't, then all or your publicity after you maka 
the speech would eimply be on -- would be inclined 
to be Just on the plan. Now, you may get eome 
publicity on the r eet or the epeech. That'e Juet orr 
ot the top or the head. I don't know vhether that 'e 
what 1 a going to happen or not. 

Well , or course , one thing that bothers me ia that 
it givea the Republican• t our or five days to prepare 
an answer. 

That'e right. That'• right it they dare-- vall, or 
course, they had that -- they had that opportunity 
aa aoon aa those leadera were over here the other 
day. 

Yeah, but I mean -- I mean, they've been able to 
work on an answer since then. 

Yeah. 

And get together. 

'lha t' a right. But 
in the newspaper. 
minutes atter they 

that vaan't bscauee 
They probably had a 
got back. 

Xeah. What a l ovely voice you have! 

it came ou t 
caucua five 

I think that I'm going to be a man soon. (Laughe) 

You aound like Henry Aldrich. 

(Laughs) All right. Mother! Well, that -- the 
one thing that I wanted to ask you about was thia •.•. 

Yea , Henry. 

You remember you were alvaya talking about poor 
corporation• that were going to go "bust• when 
the war was over. 
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Yeah. 

I wondered it there waa a nything you wanted to eay 
in the text or the speech. You couldn't say anything 
about your taxes becauae it haan' t been done.-- any­
thing to the etteot that -- that such corpor at1one 
are a matter or oonoern to aeveral Departments or the 
Government , not only the Treasury, and that the taxes 
might -- that there might be some t ax operations in­
volved and 1! that ie the oaee, eometime after th1e 
tax bill has gone thr ough, that you may ask tor eome 
eort or a revleion or eometh1ng. It would Just be 
paying. lip s ervice ••• . 

I have that very muoh in mind. 

BubJ 

I have lt very muoh ln mind. 

All right. 

And I'd also throw in that particularly t or the 
smaller corporation. 

For the what' 

For the 11 ttle tallows. 

Yeah. Well, we've got-- we eay in the actual tax 
bueineea there t ha t we need a~eclal treatment tor 
the little tallow. But I don t think any trea tment 
baa been thought or ln oonneotlon with thl a particular 
tax bill t or the other people eo you Jue t have to make 
words about the11. 

That' a all right. 

All right. 

I'd throw lt ln. 

Oh. Well! Blough aaya I'm crazy eo I will !ind out 
what they ve done. 

All right. 

Well, I'll wri te you a paragraph and the next time 
you call up, I '11 have aomethlng t or you. All right? 
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All right. 

Now John L. Sull ivan wanta to talk to you. 

All right. 

Good morning, Mr. Secretary. 

Good morning. 

Uh -- the arrangements have been made tor you to 
appear before the thr ee Houee Committee• Tuesday 
after noon at ~:00 o'clock. 

Good. 

I'm trying to get a hold o t Barkley. I tried all 
yeeterday afternoon and tbla morning and I -- wbat 
I had i n mind wae lO:JO Tueeday morning. 

Ob-h-h. The eame dayt 

Yeah. 

Ges, did you want to kill me? 

Well, you asked t or it. 

No, I gave -- now whi ch day do I appear before 
the House? 

Tuesday afternoon at ~:00 o ' clock. 

And when do you want me to go before the Senatet 

Well, I-- it doeen't make any di t t erence to me 
when you go before. I thought you wanted to get 
it out ot the way in a burr)'. 

What day did you euggeett 

I haven't auggeeted any date because I baven't been 
abls to gat a bold ot Barkley. 

No, I thought you aaid lO:JO. 

I eaid I wae planning to auggeet to him lO:JO. 
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On what data? 

TUesday. 

Oh, I think I ' d make it lfedneeday. 

Al.l right . . I will. Nov , suppose 1f tor any 
reaaon I can't get those thr ee commi ttees on 
Wedneeday, it will have to be on TUesday'! . 

Yeah, i t it haa to be, but I don 't see why they 
can't do it Wednesday. They've go t nothing on. 

Well , it depends on whether the7 have or not. You 
eea, I haven ' t talked with the chairmen or those 
three committee• over there, bacauee I haven't 
been able to get a hold or Bar1t1e7. 

Well , nov, what' a the name or the clark up there? 

Lea B1tne • . 

Yeah. I t you can't get him do it through 
Colonel. . .• 

!!alaey? 

l!alaey. 

Well, I mean -- you aee, I have to talk with the 
Chairman or each or the three committee& anyway. 

Yeah, but why not do -- why not go up and see 
both Halse7 and Bittle today? 

Well, I ' ll be glad to do it-- I mean .... 

And then ait in Halaey'e ottioe and 70u can do 
it right troll there. I! a' 11 help you. 

76 

Well, I (Laughs) -- That ian't the way these 
tellove like it. They like to be called pereonally, 
the chairmen or the oommitteea. 

I mean you can call them right from up ther e - ­
I mean-- what-- look, I don't want to let this 
thing go until Monday. SeaT 

No, I understand that and I'm planning on doing it 
th1e mo rning. I ' m Just aak1ng you ae to which t ime 
70u wanted 1t. Now, ae I underetand 1t, you want 
1t Wednesday. 
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That's right , but I mean lt you can't-- vbat I'm 
trying to get over ~• that lt you can't get Barkley, 
I'd try to consult Bittle and Halsey. 

Well, I planned lt I didn't get Barkley to get 
rlght a hold ot George,Oonnally and Wagner dlreot. 

It's all rlght with me. 

That's the way they llke to dolt and that 'e the 
way I've planned to do lt ln the House and Rayburn 
euggeated that I dolt ln the House. 

Well, I asked you to do lt because I knew you'd do 
1 t well. 

Well, thank you. I'll try to. 

All rlght. 

The Postmaster General cleared Delano yeeterday aa 
well ae Hannegan. 

Good. Good. 

Inoidenta1ly, Randolph Paul's father died thi s 
morning. 

Well, do ee he know the t t 

Does Randolph know 1 tt 

Xeah. 

Yea, be does. 

lfell, I'd llke to aay something to "him. 

He 'a ln hie own room nov. 

Oh, thank you. 

All rlgbt. 

I'm glad somebody told me that. 

Dan la here and Harry and Roy. Do you want to 
talk to him. 

Ia Paul very much upaett 

• 
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No, he eee1u to think 1 t ' • a rellet. Hla ta tber 
waa a - - an 1nval1d. 

Oh. Well, I 'm aorrr. 

Muriel has gone up there. 

All right, I '11 talk to him. 

Anrbodr else here rou want to talk to' 

No. No t unleea ther want t o talk to me. 

Okay. Good bre, sir. 

Hello. 

Yeah. 

I think I ' m golng t o call up and ask Doroth:t' 
BradT whet~a go~ng on. I'll let Smith know. 

All right. Bre. 

HMJr: Bre. 
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October 2, 194S 
10:16 a.m. 

(Dictated by the Secretary) 

I juat finished talking to Krs. Brady, and she told 
me that she h&d not yet t&ken IIJ tax statement to the 
President. I asked her whether she wouldn't do i t as aoon 
as possible, and would she please be sure to call the 
President's attention to the last two pages on social 
security as I wanted to be aura that that is what he 
wants. 

I told Kra . Brady that I waa going up on the Hill 
Yonday morning, and I asked her when abe thought I would 
hear from the President. She said, "Oh, I will have to 
tell him that because I don't know whether he knows that.• 
She said that she didn't think I would hear until Konday 
morning so I said, ~ell, I am going to be back in 
Washington on Sunday night, and I ho~e that you will let 
me know not later than Sunday night. 

copies to: Kr. Paul 
Kr. Saith 
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THERE. REI:ARDS 

HERBERT IATAII SlOPE, 

nu ocr a 1M3 • 
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TELEGRAM 
OFFICIAL BUSIN' GOVERNMIDfT ltATD 

i erkrt hr ... Jllope 
7~ flttlll...u 
lew York, 1. t. 

o.t.w 1, lNI 

Pl•" ezpn .. .., tllaaka u4 tolllfttalatlou to the ,..lq 

utoolatlou la I n fol'k fOI' tileb cuuoalt7 l11 aaarltblq 

U.luloal to Bel.ollt eta r.tvlt, ua (lela c., Dq t.II'J'ft te 

pi'OIIOh the aalt of .,. ..... u4 fOI' tlltb patl'letlt narcr la 

obtalnlng 111 l l eu of .a.latlolle aubtel'lptl~»l trea lllal•ltG&l' 

tor lfv Bonb, wiUeh I .. lafont4 wlll Pl&eh the cn•t tetal 

ot r.pproxl•t•lJ tnllt,..tln allllell aollan. 'fhll 1t .. 

eltrntlJ JHtlfllq tlS..U to the •plfltnt work 4nt \7 the 

lar Fintnce eo.altt11 lll the State of I n fork ..a a tribute to 

the ~trloU .. of the raelJll tathuluta. 
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LEND-LEASE ADMINISTRATION 
WASHI NGTON, D . C . 

Oc t ober 2, 194) 

Dear Henry, 

YOU!' kincl note of the '8t h ha s jus t 

ree.ched Ill& aJ>d I r.ppreciat.e rro"' the 

bot too or "'Y heo.rt t.he aenU.mento con-

t.eined titerein . 

Your support and your confidence 

to t he cl oser nGnocutlon t hat my work 

at the St.e te Deportment •.ill m&ke possibl e . 

filth ey boat " 1ohec always , 

The Honorabl e Kenry -!orientheu, Jr. 
Secret.ncy of the Trenoury 
'-ashington, 1>. C. 

/ 
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TREASURY DEPARTMENT 

I NTER OFFICII: COMMUNICATION 

DATa October 2 , 1943 

TO Secretary Morgenthau 

I'ROM J,lr . llh1te J/Ptt/ 

.-ub joc t : Treasury Pos i tion on Negotiations with Exiled­
Governments concerning use o1' their currency for 
military operations . 

\'lith reference to arrangements with t he exiled ~:;overn­
:tents for the use o f their currency 1n connection with mil i ­
tary operations 1n their countries , the Treasury proposes 
tha t if regular local or rotuoee currency is to be used 
aurin~ the period of military control, the following condi­
tione should prevail: 

1. ~be currency is to be made available in such 
amounts and at such times as the Mterican and British 
'ol'ces consider necessary and the local .,overrunen ts will 
not <luestion the r equests d.' the Allied Financial Officers; 
and 

2 . Any determination or ne0 otia tion as to who shal l 
bear the financial costs resul tins t'rom the use of such 
currency 1nclud1n<; vdla t adjus tment , ii' any, shall be made 
between the Amer ican and British Governments on the one 
hand and the g overnmEil t-in- exile on the other w: th respect 
Lo the currency will be dererred until after the area is 
cocpletely liberated and at a time mutually satisfactory to 
the C.overnments of the various countries concerned . Care­
f ul records will , or course, be k ept or all expenditures 
of t h o funds . 

VIe do not feel tha t it 15 neceeaary or desirable to 
discuss now such difficult questions aa are obviously in­
herent in ·any discussion ot' tho ultima t e settlement of 
expenditures invol ved in these military operations . '.'le 
!'eel that the questi on or finv.l settlement t·or the currency 
can best be deal t with in connection with the overall 
settlement between the countries involved, and that such 
settlement may then be made in terme of all the facts 
ava: lable at the conclusion of the operation . Moreover , 
it shou l d b e p ointed out that any a t t empt t o agree upon a 
provisional settlement will merely provoke d iscussions of 
other items of settl ement . Purther, 1n this country the 
Con-.reas will !' eel tha t it must be consul ted 1n connection 
t.1 !h ul t imate t erms of settlement nnd objections may be 
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made of ony financ i al arrangements that prejudic e the terms 
of the final adjustment , 

84 

The a ritish Tre asury repre sentatives are of the opini on 
that we ohould, in the negotia tiona with the friendly ~-overn­
ments , malte a commitment that we would repay in local currency 
awne expended in the area for the pay of Allied sol diers when 
such pay had been advanced out of currency made available by 
~~e friendly governments , and that ag ainst this accepted obliga­
tion would be offse t such items as mi~t be invol ved 1n an 
over-all f inancial settlement . In sp ite of the fact that it 
is the determined pol icy of our government to pay the wages 
of our own soldiers 1n friendly countries, this sU¢gest ion is 
considered to be undesirable because : 

1 . The !;I)Vernment s may be more disturbed with this 
commitment than without it since the commitment with respect 
to the pay of soldiers implies ne batively that there is no 
lntent to assume any obl i gations with respect to other dis­
bursements such as supplies, billets , etc , 

2 . If we agr ee with respect to one item, we may be l ad 
into discussion aB to the eventual status of other items of 
expenditure , 

We therefore f avor the acceptance and use ot• the curren­
cies oi' the Governments- in-Exile and/or A. !d . currency under 
the condi tiona set out on the cover in., pa.,;e of this memorandum, 
to the affect that any discussions c oncernin0 the f inancial 
costa arising out of the use of such currency shall be 
deterred to a future llost- liberation date . If the State 
l.lepartment a.;rees with us , we intend to inform the British 
.reasury representatives who will thereupon t ran8ll11t these 
views to the British :rreasury fo r consideration . The British 
representa tives have indicated that their Treasury people in 
London seem to be divided on the question of whether we should 
enter into any commitment on the use of f r iendly government 
currencies . If , however , the State Department does not agree 
with our views expressed herein and f avors the Bri t i sil S\l8ges­
t ion, thon we are prepared to accept it and carry out diseuse­
ions with the .,overnmen ts on that b asis . 
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Sir , 

GQ.~ DU 0Rt.NIH)1JC!IE DS LUDioiBOURO 

CABINB'I' DU IIDIISTRE D'ETAT 
PRESIDENT DU OOOVERIIEl.!EHT 

J.!ONTRSAL 
QUE. 

Sept.ember the Twenty-Ninth 
l 9 4 3 

I take ~leasure in acknowledging receipt 

of your l atter of September 14th with the rertaed dra.!t ot 

the tenative propoeal !or an International Stebilbation 

Fund . 

It is ra:t firm belief that the reviaecl 

propoeal will bring us nearer to the international monetary 

co-operation ao clesirable and ao neceeaary, 

Accept w1 th ra:t beat th&nka !or )'0\U" ex-

prenld willingness to keep • • ~ intonald or further 

dnelopaenta in the matter, the assuranee ot -:~ b1gheat 

conaideratioo. 

J.!r, Heney lo!orgenthau, 
Sec rater)' ot the' Treaauey, 
Waehington, D, c. 

a/ Pierre Dupong 

Pierre Dupong 
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LWA tiOII at ICEL\Nil 

WASHINGTON, D. C • 

Sept.ea~r 30, 1943 

I have the honor to refer to yOAJ.r l etter 
ot Septem~r l4tb, and wieh to contirll the 
r.ceipt ot a preliainary dr&tt out.lille ot a pr~ 
posal tor an Internatianal St.ebllisation Fund o! 
the United and Associated Uationa. 

I .Ub to express rrq appreciation o! 
~ing kept intormed o! tne developmentAl in tbia 
matter. 

As in previous ea.aes, tbie intora>ation 
will be forwarded to tbo Iceland Goverment and I 
sl\all ~ pleased to revert to tbe ml.tter when I 
have received my Gover ment• a pr oposals and views . 

The Honorable 
Henry Morgentbau, Jr. 
Secretary of tbe Tre&eur.Y 
Washington, D, c. 

Silleerel,y yoo.ra , 

e/ 'nlor 'l'!lors 

thor Thora 
llinUt.er 

Regraded Unclassified



T!WiSW'IOII 

REP UBLIC A DE PAN A li A 

IIIHISTERIO DE HACIEHllA Y TESORO 

No • .)68-<lav 

PAIWIA, September 24, 194.3. 

Excellency a 

I am pleased to acknowledge receipt ot your courteoua 
letter ot September lla, 1n which there wu encloeed the 
reviaed dr&tt outline ot a proposal to eet.abliah an 
Intal'll&tional St.ab111ut.1on Fund. 

T/1 t.h "''f kindest t hanks tor your 1nt.ereet 1n keeping 
ua 1ntomed on thia important plan, I 8111 plaaaed to 
remain, 

Very truly your a, 

(Signed) Joae A. Soaa J. , 

111n1et.er ot Finance and TreaaurY. 

Hie Excellency, 
La-. H. Ji:>rgenthau, Jr., 
Secretary ot the TreasurY, 
Waahington, o. c. 

JASJ aDJ.V 
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C06!CIIIBALTH OF Till PHILIPPINBS 
DEPAR'IliBliT OF FINANCE 

October 2, 1943. 

The Honorable Henry Morgenthau, Jr . , 
s.oretary of the Treasury, 
Washington, D. c. 

I acknowledge receipt. o! 
your letter of September 14, 1943, and 
thank you tor the enclo"ed copy ot the 
Revised Preliminacy Draft Outline of a 
Propoeal for an Int.ernat.ion"l Stabiliza­
tion Fund of the United and Asaooiated 
Nations . 

l!ay 1 aasure you, IJ:r . Se­
eret.acy, that it is the policy ol .y 
Ooverment, in this as in other matters, 
to be closely ident.1tied. with the vi.,.a 
ot the United States Ooverment in ques­
tions ot internatiooU scope . 

Yours vecy sincerely, 

s/A Soriano 

Lieut.nant. Colonel A. SoriAno, 
Secr et.arr of Finance. 
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IIIIIISTER at FINANCI 

Honourable Henry L. Jlorgenthau, Jr . 
Secretary ot the Treasury, 

\'IASHINGTOII 25 , D. C. 

LtY dear l'r . Secr etary, 

Ottawa, 
September 29, 1943. 

I wish to thank yw for 7CtJr letwr ot 
Septaber 14 outlinin.g the progress which baa .,.en made 
in tne exploratory tecbnical discuaaions on the 1nt.r­
nat1onal atabllintion fund plan, 1n1t1atad by your 
letter of ).!arch 4 laat to tne Finance 111n1atara ot tne 
United and Associated Nations. I am glad to have the 
revised dra!t ot this plan pr epared by your experts 
following tne discassions with the experts of other 
countries, and to know that you intend to keep me fully 
infomed of further develop<nents 1n connection with the 
proposal for international monetary eo-operation. 

I am also glad to learn that the contri­
butions to the discussions made by the Canadian experts 
were helpful to you and your aasooiawa, and to know that 
7ou nre able to embed¥ a nlOllber ot their euggeat1ons 1n 
tne re"liaed dra!t. You " *7 be interested to know that 
they reported to me in the highest terms on Ule character 
ot tho discussions in ll'ashiniton, on the wcbnical caa­
petence ot rour advisers and on tne tr&Dkneaa . the 
potionce and the co-operative spirit which tney dis­
played throughout. 

l.!ay I express the hope tba t Ule leader­
ohip which you and your advisers have ahown in thia im­
portant and, to ~ mir.cl, basic tiald of 1nt.rnat1onal 
collaboration will be rewarded by the conaammation, at 
not too distant a date , ot an inwrnational agre8111ent 
generally satisfactory to all the United and Associated 
t;ationa and as a ·resalt providing a atl.J>alaa to the de­
velopment of other forms of co-operation amongst the 
nations . 

Sincerely yours, 

a/ Jl,sley 
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Ol! 
Thia tclocr or., r.n.~st bo 
pcr a:lhrMOd bef or e boin;:; 
oor.ll'runica t od t o cm;rono 
other than o. Govor ru:1ontnl 
t\(;Oncy . (BR) 

.".ltu:G .• TIO!l 

c:.r.;o 

I'O;: GUl:T:::n FnOU TRC".SIJ.lY 

Octo'bor 2 , 19~3 

1 p. n. 

!;il<oooll hcs loft for :.l;:;iors r.ne. nill bo in c~.1ro 

11it !1in r. fov; 110oks . Yo\1 ohoul <l r.mko pl:ms t o noet 

hir~ t horo . !lor e specific inforl.~t~ti<Jn wi l l bo c :;,bloC: 

l t\to-.:. 

l"D : l'L : !':.!\ 

s=tr..:~ 
(:,ct1~~) 

(FL) 
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TJP 

SocrvtG r y of Sta to 

\'l!lch1 nr,ton 

1847 , 2nt: 

PlAIN 

Chunrltinc v1n u.n. 
DOt£d ootob £r. 2, 1943 

Roo •d . 3 : 45 p .m. 

' 

Pollo'llinf published bv Contrnl t;c•rs '.c;cncv Cbunt;kin{" Oct­

obor 1 : "Tho Ch!nvsc Gov.:.rnm;,nt 'trOll' uso two hundred 

n Uion of th- US dol l r.rs f1 v' hundrcd million lonn to buy 

nnd brinr col<l !1cr c for th._ p·~rposo of com'1ot1nc; inflation 

and stnb111Z1n~ pr 1c.fl: sc.l.d Dr. r . 1: . Cheng, Couns.:.llor 

of tho Excouti v;: Yucn ::-. t t !11. prvss oon!' •o~ronco !lold on Sc.pt­

vmb(,r 20. 

hslcod hoYt t v ~olcl wi ll b •. uso<l , Dr . Cho.nr. rc.pliod thn t 

the. 1!1n1strT of Flnc.nco ''ill dc.visv r.:1ya '>nd m.:>ans .-.hlch 

ho~v.r ccnnct v~t b~ told. 

A corrosponc4cnt c.sl<ocl Dr. Chtn:; 111.h"n p-oplo horo or-

just no rc.~dy t o buy cold snvin~s c.rtlficstcs sn~ co~ 

.omls vJhy should cold b. actunllv 1npo~tvd at all?" Dr. 

Chcnt• r ... pa o.:. tho.t th,r.:. tnt.y 'o ·· aonJ pvop1o vho pr .ro: to 

h:w-. '!lor .. tn:1cibl .. t'~inrs t:l''" ·,onds rnC: cvrt1f1 c:~.tc.s . 

Th~ ar.m .. corr-s~·O•'<:cnt r r.is • .:. .noth .. r qu.stion o.s follows : 

"In viol<~ 
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-2- 1847, Octob.r 2 fr~ Chun~kine via N. R. 

"In vi ow of th ... cliffl.cult transportation, don't you think 

that ~llo ovailubl .:. airpH.n.; spnoo should bo bettor usod for 

onrry~nr ll:ln!U!liti on whioh l1r.c 11 <'i : vct b ... .lrl.ntr on your war 

... rrort?" TTl r~ply Dr. Cho.nr: snicl, "To com'3:>t inflation anG 

to stabilize 1 rices is r l~o to atronrthon our wc.r effort 

for sound c.conolllic cond:i t ions 1nci~o tho country nr<. as 

important r.s cctppll::s of o.I'!JS to our fig.,.. tine forcos . " 

f<bvn th~ s:uuc corrcs-ponC.Ont point~d out thllt ~.n.:r ... os 

rold is b~eht in America 11t US clol1nrs thirtyfi v~ or 

CN dollars s . vvn hundrvd p'Jr ounco , it is sold in Chino 

for much moro th:m CN doll::>rs s~v\ln hundrod p.;r ounc;> s.nd 

thoro~ 1 t so.>ms tho.t. ~'10 Chin<.S\l Govornmont i s maldng 

prof1 t , Dr. ChO.ng cmphaticnlly d:..el o.rod tho.t thut iS a 

17I'ong concoption . In this w:,r , ho s11 cl., IYO United N:>.tions 

mU!It not co.lcul.-.t•. t:rofi t and loss in dollars and cr.nts; 

it i3 coopor::.tion "''C: !!IUt~al ~icl :.hich r.ill brin£ a'bout 

th<. fin:.l vic tory th~.t r-nlly co•.m ta . l!o aakod if, b:V 

soUinc ~old , t!1c Uni tod States cr.n h vlP Chino. most, w!ly 

eho ohould not do so. H.:> furth~r oo::1t ndod thc.t since 

thv ;:r;:.va ilin(; pri c- for cold in H-.1·1 Yorl( iG US dollars 

thirty fiv~ ;:or ounco c.nC: CI\J:ltl prys it , thvrc. is no loss 

on th<. pc.rt of the sonars u t all." 

OA:JSS 
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COPY No,,Jl 

NOT TO B§ M-TJWiBKI±TrP 

OflEL NO, } 24 

Intormation received up to 10 .l. U. 2nd October, 

1 . li6W 

HQW !ff!!/t• 1st/2nd, u.s. Tank Landing Craft 
sunk by ene~ coa~ teries in Dover Straits~ 

!!lliTERRA~· 30th, A Tank Landing snip sunk 
and French D~royer ~htly damaged in ene~ air raid on 
Ajaccio, 

2 • MILITARY 

. ~. 8th Army, On 29th patrols in contact with 
enemy five ~North of Serra Capriole at Castelnuovo and 
along Volturara - S, Bartolomeo Road , 

5th Army, On 30th United States troops 
CODlJ)leted capture or Avellino, During night 30tb/lat ene~~q 
evacuated Naples which was occupied by British troops at 0800 
lst , No indications of disease or disorder, With improved 
weather, unloading over beaches in Gult of Salerno has 
recommenced , 

J , AIR OfERlTION§ 

lmltFo!! ft:2fo • lst , 20 locomotives and a 
transformer sta \On ~ \Orthern France damaged by fighters . 
1st/2nd Aircraft despatched - Hagen (Eastern Ruhr) 251 (2 
missing) Witten (neur Hagen) 12 1 Intruders 21, Good 
concentration of bombing reported at Kogon although markers 
were scattered at first . 

~. 29th, Lightnings (P 38) dropped 11 tons 
on Ausonia De1'!Ii (13 miles Northeast of Gaeta) and Ml.tchells 
(B 25) dropped 196 tons on roads and bridges North and North­
east or Naplu and 1n Benevento 8r&a , 29th/30th, l'felllngtons 
~roppad 74 tons on roads and other targets at Formia (45 miles 
orthweat Naples) , 3oth, Nearly 300 tons on comaunicat1ons 

in Naples and Benevento areas by mediWD and fighter-boLJbers . 

~PBSJCA · 29tb, French Spitfires destroyed 6 
enemy aircra t o r Bastia, 
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IIOf 10 II£ llkiTA!lSIIII'fEP 

B!U US!! !!05f SiCI>I."T 
o.s. ~..C!l.!."T 

con 110 •. __,_{-=3~ 
oPr!l. NO. 325 

Information r•caivod up to 10 a.g. )rd October, 194) 

l. !!illl<.. 
ModitarraneM On firat port ....,.tioa arrived Castolllu=oro and 

Torre Annunziato •Mro demolition ia "ic!u~ro~d. . By afh-ll 2nd. 10 approeoh 
channel had b•on ..,.opt and. ost.abliabed nt Naples. 

2 . !AlLU .Jif 
ll!!.l Sth Aru On lst SE!Ull• CAPRIOJ..A ""' token. 

5th An;y turtbor 1ll·oer.aa woo udo on 2nd . U.Utod Statas 
Foree captured B!liEYili'TO. United UncJoe f"oreoo captured Nolo end Afrngolo 
(15 .Uo• ant 8 ailoa Nortb Esst of Naplea.) llulll$;o to port. of llaplos is 
oxtanain . .Uthoutb not as bad ao anticipated.. 1 water reservoir iotact which 
obould Juot a"t neoda of population. 

CO!lSICA Gel"'Wl bridgehead on Mor~heee~ of iolond hea be"" f'llrther 
retluced. Woro than t.hree-quart.erJI ot G,.rman torooo now ovacuat.ed. 

~ 2nd Ruaoians advanced toWl\i"da IIOCILLV and ClOIU!L and 
im,rov•d their poe1t1ona 1n Taman pon1neula. 

ll?!j (jUINJI!• Australian forooa havo cap~vrod F1nschheton. 

1104 tone dropoed on 1\AGEN . 2nd 337 
2 f"ortrooaoo •laa1ng) dropped 901 ton-s-in attack 

lluotane• (B5l) d&IOII8od 11 loe0110t1voo 1n 

2nd/lrd .• · •·· • .:.... AiroMft l)ospttohed 

!!II!•IC!I 296 (8 aissing end l croohod 1n United ltio~OD), 
OM-eining ill (1 oissing). 'I 

C£LSil•KlFC!Idl end COLOC<IE, 8; l..,flote , 21; Intnx'•r, 30; 
• ant1-ehipp1nt~, 10. 

Yleiloillty at IIONICH ~ood and operation •autlaf&ctory•. 
12 •n•v oirc~r n fiG!' ovor Baat>m lng1and and 6 ftliooloyora off I\UIIBER. 

l Ju.88 Ol"Qih>d in sea. • 

A STI\IA ,WiY 1st 186 tons dropp<~d at T7EINERN£0S1'AI>! by 92 
Liboratoro 824 opor• ting holD North v;(.a~ AF!UCA. l/, Libcrntoro missing. 
An attock on AUCSBIIRC wns abondonod owina to bG<l wsA~hor, but 29 aircraft 
bc•bod other ~rgets Southwest of MUNICH . 

COBSICA )Oth 5 """"'Y o.ireran destroyed by Fronch Spitfires (1 missing) . 

I T.U.I 30th/l ot 60 tons on c.,..st road at f'ORIIIA noor c.u:Tk by Well1ngt.ons 
(l aissillg). 

!!i.. Oporatioos r""tric~od by bad """t.her. r...-,oto 1n ~ne-..mto 
• roa a ttocked by 21. u c!iu. boabera. 

Regraded Unclassified



I!BWBERS OF OONGR&SS: 

We are !aced with the very serious problem o! creat i a new 

tax program or the American peop that is !air and equit able, 

that wi ll raise a substantial amount o! money for the war, that 

will tap what excess or inflationary funds may be endangering our 

econo~, and that will not over-burden the average American tax-

payer. {rJt- fo 
Probably never before have there been so IIIIUI1 vi taltfonsider-

·tiewe in any p••f lti tax program. And because we are dealing in 

• ~•• astronomical f igures, never before baa there been such a 

possibility of unfortunate injustice . ~ l n our eagerness to 
t.w--- ,_ 

raise additional money for financing the war, we ;;j,; overlook 

thV practical consideration:~ there is a point beyond which tbe 

worki;F-n ~o~ deduct from hia p?' envelope and Etill k ep hie 
. • ~t- L.....,..,,.,~. -.••t.:ta ;~"-4~ 

faml~ e.-. maintain a~andard o! living conduci e to good 

health, and to sound morale, and to the necessary high production 

in the war plants, 1 J 'i li! : ..........,. """" 1 · (.' ( "-' • 

I am telling you t his to emphasize the fact that the TreasUJ7 

Department knows these problems exist and ;nust be met. In our 
~ lf..A.,I L.~ 4' 

effort to meet them, we ~ia eeeperat ' on .Jtb every executive branch 

of Government having any rel ationship to taxes , including the Army 

and the N~ve examln~JI think, every conceivable plan t o 

raise additional taxes . 
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\. .• JI1 Jt;:;. ft4. . ~ 
plans against t,:• the abilitMo ralae mone1; eeond_.~ the degree 

of bards~ c upon ~~~·,,!~mea an fixed obligatio~ 
f;nd third, their practi~cab~ from th~ A~niatration standpoint . 
4-l.o J•~· .. 4 ~ . 4.1 ~ ~ ~ f1.~ ~ k..J.i: 

Because so much ha eon slid and written Auring thl pas~)( 

year concerning inflation, one of our chief considerations has 

income is 145 billion in the fiscal year of 1944, It is further 

pointed out that the amount of goods and services available can 

\ 
t 

it 
absorb only 78 billion of this 145 billion. It is therefore ~ 
reasoned that there is a dangerous inflationary gap of 60 billion l r 
dollars, and this gap accumulates month after month, year after 

year, as the war goes on, and production of civilian good.s is 

decreased. and the su~~~ ~o~ively more limited, 

It haa been pointed out that 1~ 7/8 of all the income of 

the nation is going into t.he #f. paf ennlopes of people Ui 

earning leu than five thousand dollars a year; and therefore it 

is reasoned that tho people earning loss t han five thousm d dollars 

a year present a great potential danger from an inflationary stand­

point. It is said that they have ' a great ·deal of excess money and 

that the weight of this excess mone1 will tear down the V&lue 

the do~ will cause undue price riaea , and~ completely upse 

our entire econollic ayet8lll., 1\ ~ t 
~ . 
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\Vith this in mini -- and having '~ in mind '#IW'tf ~ need 

for addi tional funds to finance this most expensi ve of ware -- ~,t 

the Treasury set a goal early this year, of twelve bill ion dollars 

as the amount of 1110ney which shhuld be .aiaedl/ ~ by taxation ia ~L a 

considerable investigatlng . We have gone o,utai the 
. +r 

J.!tijs;J!;s;:~ ... ~shiHon. We have a.liiifl!!""i!i"'i . 4 ""44-t+-.~j.o . 
anrtectlp 1111 

1 questio~..., :~ll..his dangerous monel is lying 

fl(tl'l around, then'"'s~~OJI~~d'h;21.;v it . We should be able to 
JL. /Us,..... ~ ....> • \..11....4_ 

find ~. We should be able to see the nature Ol}'expenditures that 

working people #'#/'a now have mor~ :~t~~i~ood for-them. " 

~r ~ questiona. t o our own satisfaction, 1'18 • 

nnmAMIIo •'I.~ \..C.tt cJ I(~·- ~~~~~:.Lt.<"-"-
DW!lerOUS checks, We W. made iysample survey' in one ndustru 

tl'lf war~ealthy~city,l of people at various income levels , ~1/t 

m~t'l. '-1l <4 ..... 
-A-~~ 

In the bulk we ... not ~~vidence of dangerous inflationary 

spending, although in certain isolated cases, we, like everyone 
J4•...l, .. tl4'tA/4 ce" 

else , have seen OJr!dnoe• of such spet¥1ing. unfortuu.tely, like 

all irregular things these cases Oil i: u agd:at ep oaiHng ef i:uun• 

have attracted wide attention and have prejudiced the public 

mind , 
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let me 
What we f ound •• and ;ml#t uy here that the surveys tihat 

we have made a11e being continu,ed and elaborated, and are not now 
,...,; ~ ~~\!W 1--

entificaliy ~onolusive , although I feel justified in regarding 

them, i n concert with other observations and faots whi ch we have 

gathered, to be a reliable indication of th~ ~ situation. 

99 

. (.§J.u... '-·- A...-1( ~-
For every one cit~en who ~pendinC wf2arut:zesend t s · se · en; 

~ • :.1 .:k ' 
for every one who is f i"t;i.· 'll• silk shir~,S z • ~ last 

./1.-U: ~. 
are t housands upo.n thou&!IJlds who lllriO II& eult eppenhm ' tJ, 

--.c .. I ..... ~~f.~~ 'o. 
regardl e11s ant increase t'i!ey · migbt kve in tlieir income~ 'lor 

the most part, the American working man ia s truggling to make ends 

meet with a pay check onp;;-which has bee~n before he 

gets it, an allot t ment for War Bonds, an allottment for Social 
VY ~~ 

Security '!f!i\'t old age pension, .a •••str P'PIIIIt advance on his tax 

bil l , and perhaps other charges which are necessary in connection 

with t he kind of work he does. 
~ . 

And it ie "'these people -- these many millions of good Amel'l. can 

citizens wbo are turning out the materials of war in unprecedented 
-u..-... 

aoounts"' h ,J1;i the t ax program must be tailored and fitted. We 

cannot punish them through excess taxation simply because one out of 
how 

a thousand of them has more money than he knows .,t¥t't l:o spend 

intelligently, Taxation is not a medium f or vengeance . 

It is difficult for some to understand why tal ·~··~ .. , 
. ,:_ ~ 'n--- ).-"Xi ~ ..;,/ '~. 1 

worklng manl\has more money than ever before, and '' aet e~lt; l1l the 

sa~e measure, 'v pzodav. surplus or excess money. I think t he 
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economists do not always understmd it , and sometimes they are 
• ' _(1. ,, • aJ 

prone to accept thel'lzzt .f ma.thema.tio....-r~tter than the results 

of observat ion$ and actual research, when the two are not in 

agreement . Perhaps they are right, and to them, I have but one 

reply to make ~ lt ~-~- their mathematics are right, then the 
l-r9 Lt eA c.. 

Treasury is 1 fl&e\ioal tax bill, because 

""""" ~ 
• se all the money possible.~ 

Wt are making this recommendation solo}1 beca.ae we would rather ~ 

err on the aide of being reasonable than I.Ut on the side of T 
(,o~ lvl.tt. ~s;e ra'-·' (4,_. .L , 

being oothematicall;y pertec~GiiiLma.k po sible tax a 'f7) ~n'-. 

the Ame ri oan people . 
I 

• 
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_._....,.M!'II!P"''III'IM'PII'P'I!_..,_...., __ I'Il'P"''f'',_.M . t:; great 

I I 2-- 1 ad Ilk 1 a to a ... ' anortrp; lib' pg 5 1 ph '' ehonJd s'l 

econooLc trl\n&Ltion has co:ne over this llation since the war began. 

we r ame out or 0 depression -- out or a serie s or depressi cne -- into 

tlus period of pr osperity. That was not the caee in the last war. 

Before Pearl Harbor , we were a nation of people in debt . We 

.. ere ln debt for money we borrowed to get alone; on during the l ean 

y•~re . In debt tor vacuum sweepers and automobiles ; in debt to 

w docto r an11 the den tie t; in debt even for the clothes on our 

'brcl:a i"l meny caeee. L1terall.Y m1lllone of people were living t~ 

an:1 t..'lrce frJD 1lie s in a hcuse . 'Ditel c • ae ~ large percentage of young 

marrlsd coup les .._ had never been able to move out of the homes of 

their ~ents. We were a Nation of people whose normal lives were 

b~ln~.'p;; seed from every angle by the burden of debts . ~me of i t 

was fooliah debt, some of i t was debt brought abou t i n an effort 

to rnninta1n a typ i cal American standard of l1vlng , and much of it 

.. a s Just out and out unavoi~ble debt . 
~ -t· .z;; ·-4 

,.as t..,_re. Even befo~he warJ when 1t 

But whatever it was , it 

became obvious that civilian 

£?Cda 1I'OU ld be curWled, that 8lJ tomoblle s and vacuum sweepers were 

to go completely out of production, we wisely curtailed and stopped 

lns tallment- plan buying. Then 1t was that the American peopl e 

•nd chiefly 12le American working p eople -- began to get out or 

They begM tq be a Nation of peopl e dealing on a caah basis. They 

be ran to piol' ur> the ~e~s t hat had been hanging over t.11em, in 

eome oases tor many years. ,,, or~ ;\~ioat~ tbat hue 

1 ' "2o • • much of the new- tound gatns or the work1'lg peopl e have son e 
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-"'!!lll!l!' turn t6 to repai r other dam~tges or our years o r depression : 

11111 @1 AR Odli bat , · ~• glasses, new and l ong-needed dental work, 

e sen t ie l alno r repairs on homes and property •• repairs that b ••amp 

nccess•I'l' to preserve the pr·~~~rough the~ears w the~ 

There nre some who will 1 s lto!A 1t 1~ nooi"Ssary tor peoj:ole 

to !>'ll' up tlte1r debts at this time, nor to repair their property no;<, 

~~vU.~.--, )1ft l s ore eaeenUa l thet they t1Mnce t."te War. U t 1 msw econnU al 

~ 
f a,. f t! curtn11 their spending -- all kinds of spendi ng . And 

perlmpa, as economists , they are r ight . I am not wre . But I Ml 

-ul.te ru r l' th3t a a responsible leader s 1f iii 11 o 't; 22 

leedere of socie ty, they a r e not ent1 rely Just . 
~<If;; .... 

There are ~ who will say that "e ask ~very eacri tloe or the 

:~en who are drafted and accordingly we Wloul d ask every eaorifioe of 

·:-A people on the ho.., t ront f. Wi th this , in pr1n cipsl, I think 
1 

r.r rJ.l agree . War i s a time tor eaorit1ce, and this war above all I 
others wi ll requ1r~1oe.~t J r •• we .hL\ve Dl!lll. e a rrangement s 

to l e- establ1 Bh our tight n g men eoqoomi oally when t hey return t o build 

\\A;:'"n th.......,.1 ,.. ~ W\,J d 
'>!t.,._.C.e v otory they ~on,' i!'e.,~~~o ke ep i n min 

tlon or viotor~- worklng men r ' ;:aploe must ;Uso build 

np•· am better U v e a . There 1s th1s one difference ; the people 

111\o a n> wo!Y.lng today ar1 .~1!'8 substa ntial wa~s can atrord to 
1.. ...._ • t;we=. 

tt'Z~ke larger lnvosftt:uta ,tthan r t1ght'\ng menctJ ' II I fCI\ of p n· re s ; 

l8 Pitl. &!IJ SiSI!iolu d.-{ VA. c.- ...vf ~ ~ 1 

Already ~&,', · 
i:U:Jt tlte 6e' ; e ople on thP ho:ne rront are 1nvest1np; in War Bonds. 

l>'Jr1nf.' the TrJ.rd war Loan , 1ndiv1duale inves:ed XXXX b1llla! B of 
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Ot these, ___ B1ilil1ons were dollars 1n Government secur1 ties. 

£ 3~ds, am11ll denominatio~ bonds. As we go down th rougn the llst 

>Tar product10:l pl an t s , we Will tlnd t hat those who are making the 

f oat '"Xlney are inves t ing the ll'Ost in their t\ltures -- and they 

ore doln (" t l'!la w1lltngl1\:. and w1thnut ttl 9 k ' n• o' COID!lul slon from 

their Government. ~ ~ .... I~<. • ~ ~ l 
113 

I t 1o beoaus~e se people -- becav!b:Kpnbsrs 

~ 1ll1on-'vl' &16 6e iillll u j a n Q~!MIIIcta& .... d voluntar1 y I 
~se secur1t1e s1that~reaaury . is not presentln a -t/' 

~ ,_t-o c.. . Nl' ....... 

oo:l""tlsory _1av1ngs plan i n e.n "' fcel t!c1 . ~ wou not '' ' 

be k•e~~m't!/'.ITt'\iO'seV~~h:'i:o~o~ C. ~-
-«·~· l!!'.ose ~trlo t1sm and wtgerness ~; he l n has been t.'Je f ou atlonof all 

our suoceertul War Loan drives, and must continue 

of War Loan dlti ves. 

e the foundat i on 

~r experience in these drlves baa e be~nd JiO<Jl}t . thAt 
{!(.. .. . e.- o-,t.. .,.,_ ~ ~~~~~ IT" dM n....:.. JI!W 

the ~ or the Amerlcm work llig people hi 1s n prec1 ooe ·• 

pospes~1on • 11ch ..-e have l n t•l~du"iitry, an v:e shoul d protect 1t ~ 
v~~~ ~~ 
' H oe. Primary cons 1deratl"n ax~u•ll!"'l'Uldo< should ber~ 

t~~•e JM'ople 1n framing a tax bll:Y ani} 
1ane, w1 th tl>.e sanction of the PreB1 en t 

i s exactly what we have 

ot the U'l1 ted States. 
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I am dwelli ng here today on the Ameri oan work i ng man -­

.,.. the man .mo is n:alt1ng pf J under five thou sand dollEl"ar 

because~ be is the one who Wi l l have to par ot 

104 

i r ease in t axes. ~the h11!P i ncome braolte t s, taxes ar e 
J~·"¥li w • cstbUil' at tiler cannot ,.,.., nll be ma t er1allr 

inoreasod and still be collecti ble . !Joreover, the vas t ma j oritr 

cr peopl~~ th•ee l ower income groupe, an1 taxation, l i ke 
t!i.. I 

every thing rt l \t'6'1!rlo t t a ot , t#.//PifJ'I: and subj ect 

tc the wishes or tbe maJor1t r . 
) 

Therefore thor are the one s wbo 

~t be anti~ ~se tber a re the ones who must pay the bill. 

r;~y are the ones whose spiri te canno t be broken, and whose 

inoentl ve mue t be maintained, if we are to cont i nue to get the 

tremendous war producti on necesaarr to victorr. 

~Therefore, + wJ,ll say witbo• t hea1 tatlon that the. means employed 

in the new tax bill mu~be a greJ ab le to them -- as agreable as i t 

-- 1-f-;-~ a-v-ia possib le for; anr plan o take~ tfieir money een b e . . ~ 

We a t the Treaa""" have }n I r ~ 1~·0·" eed u of discus~ ._ <J PAPWT 
(J'<.~,J 

the fOrking people and wi tb thei r leaders, and we are oon­

~dent tha t through the proposal whlob I am about to make we will 

be able to raise a t r emendous amount or money to be used tor the 

~1.4 •arc • pnid wtllinglr and eagerl r -- even though the meeti ng ot 

indiVidual tax billa mar mean dlaoomtor t -- by the American people . 

L~ '~"'\I 
The Treasurr recommends t~e individual inoo me tax be a 

combination tax and soci al securi t r meas ure. We reool!t!lend tha t 

individual i ncome ta~ such; b~rnised to yiel d an additi onal 

r 'WP'e nsf u 1 ) s.,Jb1ll1ondollnre. The greatest percentage 
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0~ thl. 
8 
~1 come from people maltlng more than th1.rty- t1 ve 

tundred dollars e. yea r. 

105 

•.ve then recom.11end that Sooial Seouri t:y bo extended and 

expended to cover practically all p ersona in the Nation, to 

increase unemployment insurance belllefi to, and to provide benefi t s 

for ilemporary d1sabil1 t:y and hospitaliza tion, To do this wiU 

oost ~e American people, chlefl.:y t hose up to th1rt:y- t1 ve hundred 

~ollars, &pproxi!CII IIel:y 11ia e} \Jl!l~lara. An add1 tional 
I . ' /,.l'"- 7, 1 ( •-.... 

r•7roll tax of till LS I .... 11 ' en dollars will :yield a total of~ 

b11l1on dollars f or social security purposes -- and for tha i tmeclla te ¥ 
purpose or helping to tlnanoe the war. 

There is no pretense on the part of American labor that it can 
a ~ c...u,._,tftll_ . - L 

comfo rtably meet this bill. It is aL tttc& by them M!tY'tiY us~~ 

a s aorifi oe,' but 1 t ia tel t .t)!A b:y leaders and s!Joll:esmen 

~ • • ....... """-- - ~ 4;-.J .......c.. tor l abor thn t expand1 ng .social seouri ty advantages, lip permit ting 

~e wrking people to invest 1n their tuture , this ao.orifice will 

"!>(~1ngl ~de The people will find a wo.:ylt, ~H.,.. t,:.,/.( 
• 
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no• le t ' s see mnt this would mean to i ndividual taxpnyera. 

r!ll:e, ror eJuunple, a married person with no dependents. 

Aseua.lng that thls man were mak1ngil, 500 a year, b e will 

pay $96 in taxes thi s year. Next year , under the present law, 

dth the increase ot two percent in social seouri ty payments 

l'tlich 1s cl\lled tor i n the present law, he will pay $ll2. Under 

the plan #f 1\tl ich the Treasury 1a recommending, th is man will 

pe.y $172 towards ~ income taxes and social seouri ty. 

106 

Take 1218 case of a man earning three thousand dollars. Thls 

rear he will pay $435· Next year, under the present law, he )10014 
r 

pay $h65. Under the present proposal, he would pay $672. 

i'lnally, take the case or the man, unmarried end with no 

dependents, earning ten thousand dollars. Thls year he will pay 

$2, 497· Noxt year, under the present law, he would pay $2, 527. 

Under the present proposal, he would pay 13, 94o . 

The to t al result ot this proposal -- the raise in income 

rat es , the increase in Social security pai d by 12le employer and the 

cpl oyee , 100uld to tal 9 . 16 billions. 

':l'e propose also that corporation tiiJCe& be raised, under 

certain concll ti ons until we have an increased yield 

or 1. 11 billions. 

We recoi!JIIend that 

extent or . 4o Jiu kon,S 

estate and g1tt taxes be raised to the 

dollars. 
exciSe tax of 

We nre proposing an increased/2. 53 billion dollars. 

AtXItPXX.S-, 1he sum total ot these 1m reased taxes, under the 

r toolll!!ended proposal submitted, will to tal IX~I'/.1 $1J.20 billion. 
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Thore l a no p.roteDM oa the part ot J.rleaa labor that 1t 

can cam!'ortabl¥ liiHt Wa bill. It u known l:cr thla Ul1 Mlllttea 

by ua to be a aaorllloeJ b~&t lt 11 tilt b7 au.n .a apob-

tor l&bol' that beoeUM .. ue upe"'• aoo.lal .. ouritJ'• ai"Jantagea, 

IJIIl are pel'll1tt1JI£ tbt WOI'k1Jag peopl.o t o llrnat 1Ja tbalr tat .. , 

th il ~&cl'i tl .. will be •4• willlJicq. Til. peopa will ttllll a _, 

to aeot tM bill, withcrat naat.at. 

if,. at'• ... 11hat thla would~ to 1Dal'fidual Wpqtn. 

Take, for u-.pa, a arrltcl ptPIOil with • UptDdcta. 

AaalllliJic: that tha ~ won •kh-c $1,600 a fMl't he will 

"' par •96 lA tuea thla 7Ml'• lfext 'fiUt unlar the pruct law, 

wlth tbt 1.Donue ot two peroaat 1Ja aool&l .. ourltT pq;::enta 

,,hioh 11 .. u.a tor 1a tha pna•t *• he Ifill pa;r $112. t1Jiiltr 

tho plaza whlola tbt Ta UIIUJ'T 1e reoo 'J •• th1a .aa 111ll pq 

$172 to-.rb U.• tau. ..a aoo1al .. our1t;r. 

TaU the - fll a ~ OU'IllJii thNe thouallll dollara. 1hla 
... 

)UI' be •111 pq t436. Jut Jt&P, UllllU' the prtMilt lur, he would 

pa,)' uas. UD4er tha pnatllt propoaal, he would pq S672. 

FinalJ.7, tab the ou• ot tbt MD, ~rrlod and with DO 

atpendt nh 1 Ml'llillg tea thoueud 4ollal'le Thia JO&I' he Will pll 
v 

.:2,497. !iut Jt&l' • unlar tbt tr~•ent J.a, he would pq $2, 52'1. 

t'nder tho prtatnt propoaal, he would pay $3,940. 

The total rt~~«lt of thll propoaal - t he ralat 1n lnooiDI 

ratoa, tho i DCI'I&II 1n Sool&l IIOUl'lt;,r paid by tbt aploytl' ani! 

• . -
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the t!'lplo;~ee , ~uld total 9.16 billiODio 

·• • propoll aleo that corporation tax .. be rai11d, under 

certain o ~nd l tione until we have an i nort&ltd ~ld ot l .ll billione. 

'ile rooom elld that .. tate and a1tt tax .. be rai11d to the 

extent of . 40 billion dollar•. 

"o are propotia£ an :noreated exoi to tax or 2.53 billion 

do. l are. 

~ eu• tolal of th111 i nore&eed taxee, umer the recos:DeDdecl 

proposal •ubaJ.tted, will total 313. 20 billion. 
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Jifth Draft 

September 2'), 1943 

I • cla4 \<> 'bo hero toda;r at tho 1nY1 taUon of 7<1UZ 0o-1t ho 

to prMent tho -••Uou of tha .&.dai.Jihtratlon tor a441 t 1onal 

taut to ho1p tl~~a~>co tho ,..., You are eo t•111ar with tho 

c1rcuaatancoa vhlcb oal1 tor a4d1t1onal tazoo that I lhall touch 

upon t b• olll:r Tel'T br1ofl7, 

!be Judclot for tho fiooal 7aar 1941! oallo tor $109 billion ill 

ozpenilituo·ea, 1nelu41n& expon41t urea of 111)1'erD1161ltll eorporaUou. 

Oollect1ou lmdor exiaUnc law are ~cte4 to ....,""t \<> $39 billion. 

!bio leaToo a prcopoct1To 4"*1c1 t of U..ut $70 bUll on \<> 'bo •t liT 

...... t aco \<> f- with llltlatlon. 0Tor the paot tour 7ear• 1 ba'" 

ropoated.q atnaoe4 tho IU'Ico.T of a4optillc a4eqll&to f'lloal -••• 

to cope with illtlatlon. In tho throo 7oar• l94o, 1941 u4 1942, 

I baTO r.c· r•o4 t o t ho CollcJ'o•• tax illenaooo totalillc oTor 

t20 'b1U1on, I a cle4 to oq t hat Ooncr••• bu onacto4 1101i of 

tboao lllcreaaoo. !ho ourront eollocilon of ineoao taxoa 1o aloo a 

110 
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bolpflll _,..., OC!Unt t llltl&tloa, Silloo tho ...,,_ of 1941 I ha.,. 

bHII lii'Cill& tho edopUoa of tho vi ~14111& of 111Co- bxoo at tho 
~ ... , .. c .. ...,.,.,'" 

Ill a441Uoa to ~ tu tho Co~oot &114 tho , 
MloiAhtnUOII ha.,. ... ottf. &lid placed ill operaUo11 cortaill 4iroct 

/'~fA~ C ... ~ 
c'wtw~Aoucb • • pri co coiltllia, ratloaiac, &114 wac- atabillcatioa, 

PaepUo all of thooo ottorh, tho 1a4u ot \ ha coat of 11Tillc toclq 

h _ porcat hil!l>tr th&ll H wao ill 1939. tho TOlWM of oun011t 

aa4 ~ted aptlldillc powar h - oo craat aa to thraat 011 tho 

tttocUn~~ooo of otaUlhaUoll aoan.roa, .1441Uooal tu.,. will 

help t o 1181ata111 o\allilUr 1a prieta &114 t ho coot of UTlllc. 

Bieber ,..,., IIOV aro laporta~~t a1 to t o pro toot Oon,_..t 

tl~~&~~oao aa4 ooo110alo otallllltr 111 tho pootvar por1o4. Oltr .,.., 

rlaoo, !tie aaecoo-ll' ated Clon11 ant dab\ will lapooo a nrr hoav 

ftrdtll ot tuao. :~caur nqlliroo l ha& vo lr:oap &o • 111a1- t ho 

&.b& 0114 iatoroo& lo... .t. ool4iar w11o hao dono bh toll oharo ill 

tho var liT tici>Uac oho'a14 ao& ha.,. hio tu oblip U oDO att ar &bo 

wv 1110roaae4 liT our tallU'O &o pa;r o4tq1ato &uoo 4ur111C t ho war. 

• oft& torp\ \hat U.. tr.w coo\ of &ha war h cot •......-.4 

lA ......, lilt\ liT oaeritiooo 1a 11.,.., a.p1oUoa of rooo-o, loot 

of oquipat~~t , &114 liT doi&c vithou& uq of &ho &hiup vo all aaod 

aa4 &.oiro, fhl.o coot _, bo ooc.ped 0114 horrowiac &o pa;r t or 

111 
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\lie ..,. doeo 110~ bcn&H U , !he tlmcUon ot ~ ..... h cbhtlT ~ 

Uatrl'bute \bat iai'I'U~le 001~. hr our people ae a 11hole, h1&t>er 

tau• do DOl 1nor.a .. ~be 001~ ot ~be .ar an4 lower ~UIII do DOt 

41creue \he ooet ot t h e .ar, 

lowftr, 1t h I.Jopcr~ut 1n t11W1otac eo bup u operaUon ae 

t llle ..,. to a4,ju\ \uee l o the 41tter•~ ecc-1c eUuaUoae 1.a 

which t azpqere t1n4 tb•ellne. !he llvd8D ot bea"7 taxea -

41& blp into l_.,.... ec..-.tc tleob 'llllleee ~. tuee are ac!Juate4 

t o tbe ab1l1Uee ot ~~ tazpq.... !hie 1a parUcularlT illportu\ 

wi~ reopeo\ to tupqere vi~ eall 1DCOIIII , ·~•ctall.T vbere t boae 

h Dorul t;laeero """•"',..'lllcl'l•"t .. a•u-cro4•••toai'Po&•l•l-.,.•lli
1:.FI'-tM,., 

re<lllcU oae "'exp..U\uree 0&11 be laae41atel.T t 1'8D.ela\e4 111~ 

re4ucUoae 1n tax requtr-to, !hie o~U~aot be expecte4 ~o tollow 

-... pree&t cu-et-•• Tcna are tllll111ar with 'liT cODttDD.etl 

l neht•ce oa ~~ IIU1a• ecoiiOrtT coneh~•t with eol:lll4 Oon....-nt 

en4 ell.-cut pro-Uoa ot ~. war. l~ ooul4 be DO eoo- at all 

to r141ace ..,.ual .ar oce\e at \be expeeee ot l -ctha1ac ~~war 

boa~ car~aial.T all pc11i'ble eoo~eo ebftl4 be _.,.., llow,. ... , IIIJ:f 

re4~10DI vbicb 0&11 be b ........ t alloa.\ 1a war ~lie will eUU 

l aaYe eo l&rlf a war budat tbet the requir•ellt tor taxee will not 

J .• \ t-.1" • '(_ ~... --'tl ~ _,._.,. .,.. .. .....,......d- , 

be r141acl4,. !he ..... tor ta.e te eo c:r•~ \ba~ w aat cet all 

"' cen, vbahY ... ~~ 'rlllue or pa~hra of warUae expa41\ureo. 
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Ou v~tt.e \ax 171\•• ha•• beeo ext•cled to appl:r to ~~aq 

aillloDI ot people >olio were ""' eubJect to \uee baton \be war, 

eo that ov 41~ tueo "PPlT to Ule u.JorlH pan ot Ule 

popul&Uoa. OIU' J*~Pll .... wbJeo\14 to INCh I.Aco•Yal&Do. 111. 

the appli catiou of ••ceoo~ var\1ae reetric\iono. It io 1apor\OD\ 

that tauo be aa4e 11 •it!Ple 11 po11ibla eo u ""' to 1144 t o Ulh 

aconYal•ce• I han •ua~r.cl in t he put to pro110h oit~Pliti­

caUo• ot tu:111. :be !r111Ur711 e1~~pl1f114 I.Aooae tu: rehrn hu 

41&1n1ohe4 t he 'baMen ot \u oo-p~L\aUon tor a1111oao ot our 

\upqaro. ~ - ext•t tu ol.llplUioaUon 11 t h e an- ot 

pro110te o111J!llf1caUon Wich will eithor i nore .. e equi\7. or at 

1D7 rah ao\ oel'iouolT 4loturb it. 

l'1tuoll7, - oboul4 haft an qe on the oecurttT ot the aaaoee 

ot our people a,_ or \he war. !hat oecuri v can a4 ohould be 

pro110tl4 thro'IICII Ule expanoion an4 meuion or the looial lecuri\7 
........ d-· 

qri- It -&leo be 1DOJ'IUI4 Ulro'IICII the~·· IAot IUI'\'i~re• 

inourat~~ oa a 1A41'114aal baah. 

lD 
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1aonu... I -•t turtho..,n \hat th1a pootwar cre41t 'be }>&14 

In tho to .. ot RrYiTor' 1 illnr&Deo. 'l'hh would ftii'Plaoat tb.e 

I'Q.rYl""r' o la......,.oo proYhlono of the loclal leourity .\ct . It, 

bovt'l'lr, the t~r 41d aot ehoooo to take hh rd'Uila.l>lo tu 

1n tht fora of l nouru oe ht could reee1Te 1t ln ou h at a 25 percent 

41ocount 'below tho Talue of the pootwar credit t or the purchue ot 

1neurcee. 

I ICAM of the creat co~q~UcaUono of the n turn for am -
llaroll;-"-lloaUono which will ~ fortunately aot reov, I 

.... ~ t. " 
--a ra41oal p&t ::t.)(ot tho Tlctory tu f or tho yoar 

1943 to penllt u ...,b ollqllltlcaUoa u pooal'ble for tho return -

Oil March 15, 191111, 

!o protect peraou with tu.d lac•••• ,_.,111117 thooo 1ll 

tho l ower 'bracll:ot1 tr011 Ulldna b.erdlhlp booauo of tax 1Dore ... o I 

...... ..,, proYldoa for tho o111'1"1Dt ,.... of t ho pootwar cn41t to 

1111 
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Jtt&tl IIJld (lft t&DI 

I reco-d that tho .. tat& aad citt tax .. be l.aoreaood to 

rain &D ad41Uoaal $1100 alllloa oa a tlll1 ,. ...... baoio. 

latah taxoo ha'fl Mia a part of ov J'o4oral tax otrac"'" 

oiAce 1916 but tbelr coatrl'lnaUoa to tho total l'l'fiDU hao alW&To 

rtUJI\UII are DICIIa&I'To tltate t&J:pa1erl llhould OODtributO their 

oh&l'l to tbo coot of tho war aloac v1 th other croapo of taxpa:rno. 

Incrouoo 1D tbo ootato taao offer a W&T to raioo IIODil' v1 thout a 

direct cboct oD 1acoatho to wor!t &114 v1 U•nat tbroatolll.ac to upoot 

...,;e IIJl4 other coot 1oYolo, JJ.oc ad41 UoDal tltato taxoo will 

flll'tbtr one of tbo orl(laal pu~poooa of the ootato tax, _1,., 

to ohoct tho WI4Do conciDtratloD of wealth. -•-. lpoelflCallj', lt lo IUCCI1tl4 that tho O~tlOD for tha 

ootato tax bo ro4DCM f...,. $6o,OOO to $110,000: that ootato &114 (itt 

t~ 1uroue4 thJ'ouilloDi tho ocalo. 

Corpora•toa tau• 

It 11 rocoaoA414 that oo~poratlon taxoo b e 1noreaoo4 to 

ra1oo • 11441Uoaal .1.1 billion, Doopito rocoat boaYj' laoroaooo 

h tucoo tha aot boco• of co~poratiou r-.l.ai.AC after tax•• hao 

otoa4llr 1'1- olliM 1939 at taoo rate ot $1 blllloa a,...... After 

P&Tiac 41Y14111do, co~poratioao v1 th aet be,.• will ha'fl ad4o4 to 

• . . 
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tbtlr c01>Htl out of et.l'liiaco • eott.ato4 $16 bllliou Awiac t11a 

70ar• 1941, 1942, -.4 194}, Yo COD NfolT t.pooo t.ho ......,-uct 

taoro ... ..J•H ..U oozporatlollo ahoul4 bo &iYID 110ro faYoral>lo 

troaiMDt thaA cozporatlouo •••rtllT. fi". or48r \o protoct -. 
cozporaUcuo ill the d,Juotaout porio4 !.oaocUato1:r oftor the war, I 

roc...,ODA tbe otroact.houlac of tho t-Tiar oarr,\aolo: of ut 

cporatlDs 1ooooo au4 uuuod oxcooo proflto orocUt auA prortolOD for 

110ro p..-pt caah rohllab, 

Sohcto4 oxcho tuu 

rahoA bT lucroao1ac oxcloo t ax ratoo au4 l8)>oduc nov oxohu. 

Io UM of war, iJlcroaooo 1a oxcho tseo haYI auch to eo•ll14 tb•• 

LUUo or no iller- lD e411lllhtratlYe - biaorT 1o roqulroA. I 

llaYt tU:>ou earo \o aYoU tazoo ou \he nocoooarioo of Ufo. 'lhe U•o 

couoorYo4 for war puzpooeo, or optlontl Ueao of IJIIIODAl ~· IDCh •• 

llctuor u4 tobacco, 'lho tax rateo nueeto4 haYt bolD f itted to 

tho vartl .. couAltlono of "P]>17 &4 41...,.4 for HOb ltea o_.-atol:r. 

Whon t.heoe con4l t10111 obaDp, I obal1 roco•au4 rort 11011 of t.ho tu 

rat••• 
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OOBCUJIIOJ 

!l!bert N't •MT dAt1ral>lt chU>pt 1a tbt \az qot• obich I haft 

not acUoat4. X..,O~mt loopboltt oUU r-ia t o be el1111Datt4, 

1nclu41DC \ bt lower \aztt oa aarrit4 oov;pl .. 1a oo-..u~ prop~ 

1\tht, tbt taz ~Uon of iDtereot oa Stah tD4 local ttcariUM, 

tbt tlll>tldT to oU pro411Ccn tluooac:b pcro•tace 4tpleUoa, tD4 the 

clolll>lt 4t4110Uon of iD\anclblt 4rUl iJIC t>qltnttt, Tou all lalov ~ 

'titWt on tbttt loopboltt, tD4 it 1t no\ uctttU7 tor .. t o 4c ., .. 

thea r..UI.ra ~ btllllt ~ tbq tbou14 lot tliii1Datt4. I reallot, 

bovtYU, \bet U ~ ht ~ttl lilt t o deal wi tb t b• 1a t be oho~ Uat 

rtQ!IllDC ).tort t be 8114 of \ bt 7tar, Mortonr, t bert trt •MT technical 

aat\trt whlcb art ~rbnt tor t he lllpro .... eat of 'bt •u lawt. I 

.-accett \bat the co».a14craUon of tUcb aat\trt at \bit tl.at .., 1ln4u17 

'-lar t bt ptteap of t bit 'bill. 

I • rare tbt a-ttt• 1t vall -. ot t he aeceool\7 tor 

tapt4U1out ao\ioa. fbt ~titlon of retroaoUft taz>tt h atTCI' 

•Urt17 tt\hfao\o17 aa4 with t he aew curr•t pqaeat lecitlaU.oa la 

optratloa retnao\he tazaUoa h not -MIT ea4 wal4 lit 4ltflcul\ 

to a:ppl7, !bit •-• \bat the taz 'blll obou14 becoat law ia Uae to 

place \ ht lacre""' ln operation oa J~ 1, 191111. 

!be frt&n17 et8114t reaq at al-.r• t o sift ouch btlp aa4 

oooperaUon u t be Co-itt• JUIIJ' with tD4 Mr. Pa\11 tD4 the frtatV7 

otttf aro propart4 to 4c tbtU •'-•' to a10h\ 70ilo 
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II • !AX DOOIIIIEIIDA!IOli'B 

I aa ....-D41Dc a procra \o lDoroaoo r.ural collocUou 1>7 

"'pro:daatol7 $10.5 'blllloa for a 1Ull 7ear of o:poratloa Ullder coa-

41Ucoo aat1c1pato4 for tlul Dl&r fUture. 

In41Y14!!fl b.co•• hx 

Of thh oaout I reoo-oad b.croaoed 1a41 'fldual hie oM tu:u 

to 71•14 a44lt1oaal crou colloctloao of $6.5 b llllon. I put thlo 

cphalh Oll lDillT14!!fl inCOM tazel bOC&Jlll tbroucll tbea VI C& 

'b11t achl.no our ot.a4ar41 of JuUco ead fal rneoo 1a tu:aUon. 

KorecYer. 0111' populaUoa c ... orall7 .... roe4117 PAT thh lllCI'I&II 

ao tb.o lncou pa;raenh to ln41'fl4aalo after tu:u haYI lD the paot 

few 7oaro 1DCreaoo4 1>7 l iTeral U•• the 1ncroaooo lD lnooae tu:oo 

vb1cb b&Ye \lma f tJZ ,_ J..poeed. CJ...-..:... ...,.;:t 
I reoo ... c4 that \he Tloto17 tu: be aerco4 1ato tile lace.;. l.x~ rf19~y 

!he n ctc..,. ~..:-:.,t·:~:.~ u.e wa:r• .. , M••• c-1u.. • 
Uwu 

ao71af4-4 1a t be lleuw. b TtctoJ:T tu: baa 41fforoat -...,... 
(~~_; ........ -.; 

Uoao aD4 dUh""t ·-~ioa0i baa a pootvar cro41t vb1ch Yarill 

1n porcoatace eccor41DC to •rl\al aa4 4-s>ellillllt o tatuo. Ourreat 

offooh all«**d OIPlaot tlllo pootwar on4U p....,Uce.ll7 oUalutu 

ito po otwar ohartlcWI'. to ,...J.aao - Tlotc17 t u: I _., , a &Ucl>t 

lOWirlq of :por-.J. I XII!PUOU .ad \111 lDtroilllotioD of a .-J.al 

pootvar CHill\ to pro\IOt \hi lower 1DCDM CI'O'QPI eca1Di t ....... 

• • • 
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J,;oountl M4 offocu ... ratoo of ti'IX undor pr ooont lav &n4 un4or 
ron ood Sche~.ulo "DD1 

t~rrt ed pereon. two deoeDdeate 

·1x.-ptlollol l'rooont 1aW1 $1 , 900 
../ P..no~4L-Sohedule •nn•, ~ 

;;\liOO.o: __ !..l'!::ro~oe~n~t-:"la~v~1t..Z ___ , ll.on oo4 scJfill. ijjj)i 2/ I Incr •oo 

re ~ore : fteto1"7 1 • :Poi'fwar : : 
nero: llll1 Groto : tax I llot I Grooo : c ro41t l ot Grooo lot 

.~ • • ntion t..x 1 oro41 t 1 tax taz J/ tas tax \as 

-.. l ,ooq. 
1 .5~ 
2, 000 
2 , 500 

- 3,000 
4 ,000 
5, 000 
o, OOO 

........ 8 ,000 
10 ,000 
?5 ,000 
50 ,000 

!00, )00 

800 
1,000 
: .500 
:" ,000 
:" , 500 
\ ,000 
~ .ooo 
• ,000 
0,000 
s,ooc 

10 ,000 
~5 . 000 
0 , )00 

:00, )00 

13 $ 
25 
52 

Ji 
327 
569 
S}S 

l,ll2 
l, 7}5 
2,4}9 

10 ,171 
?7, 592 
69 . 00~ 

l.tt.' 
2.5 
G·5 
· 1 

S.2 
10. 9 
14. 2 
1o.s 
18.5 
::l. 7 
2~' . ~~ 
4o. 7 
5~ - ~ 
69.0 

6 s 
ll 
23 
' 5 
f!7 
6o 
84 

l OS 
133 
162 
231 
597 

1,200 
1,?00 

o.sj 
1.1 
l o5 
1,8 
l . !) 
2.0 
~. 1 

2. 2 
2. 2 
2. J 
2.3 
2. 4 
: . 4 
1. 2 

Aaounto 

1l 
29 
58 $ 

159 
267 
4115 no 
979 

1,553 
2,208 
9. 574 

26,}92 
67 ,80} 

of tas 

4. 1~" 

9·0 
12. 8 
lS.S 
23·3 
26.5 
31·5 
35·6 
s•;.o 
70·1 
81.h 

2 . <Y,~ 
2. 5 
2.6 
2.9 
J .1 
3·3 
~ . 7 

4.o 
2. 0 
1.0 
·5 

- $ 

4o 
163 
Jo6 
6}S 

1,007 
1,}89 
2 ,2]1 
J,16o 

13,250 
3ii,5.H 
80,935 

2 .<1~ 
6.5 

10.2 
15·9 
20.1 
23. 2 
27·9 
J1. 6 
53·0 
69.1 
80·9 

- 13 $ - 7 
- 25 - 14 
- 52 -29 
- l?. - 18 

19 4 
57 39 

184 153 
325 277 
476 410 
788 67S 

1,116 952 
3.5'79 3.676 
7.11115 8 ,145 

12,432 1J,l32 

- 1.~ - o.~ 
- 2.5 - t . fi 
- 3· 5 - 1.9 
- . 6 - ·9 

.s . 2 
1 · 9 1 . } 
4.6 J .S 
6.5 5·5 
1·9 6.8 
9·9 ~. 5 

11.2 9· 5 
t l• .J t4. 7 
14.9 16.; 
12.1· 1J .l 

!/ ~IIX\Q\1.'1 ,.nrn• c' t ne ~o • er,.~ lt. AIII8W!Ifif . V1Ctf')ry- t i\X nf' t t nron tt aeeu.-n,.4 

to t e t en-n t nth ,. o~ r.,. t huH)Ofh 
21 'I !C' " tt:r;.• t " :r t nte~rnted: ~"rn,.d tnconf' c r ,.t"1t ,.l1a1Mt,.d. 

l l 1'> - • reont of th~ !'irot i ;o of tu: ?') oor cMt of t h• n-.t $50: nnd 

: 'hPr cent ? !' t h ,. bi\ If'n r ,. . t h.e Mxl•ua crt!tU t no t to -xc:eed J ')OO . 
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001

parh on of IW't&x rat .. under pr uont uv and under renee4 
~ched•t1e •uo• ' deeipod to ra1 .. awro:dantel.J' $6.5 billion 

Surtt·~ net i ncoll'le 
(In tnouOIUldo) 

0 -
·5 

·5 
1 
1.5 
2 

1 
1.5 -
2 II 
b 
6 
8 

10 
12 
14 
16 
18 
~0 
22 
26 
32 
38 

6 
8 

- 10 
- 12 
- 111 
- 16 
- 18 
- 20 
- 22 

26 
- 32 
- ~ 

114 - 50 
50 - 6o 
6o - 70 
70 - 80 
so - 90 
90 - 100 

100 - 150 
150 - 200 
200 IUld OTer 

Preaont 
lav 

1~ 
13 
13 

~l 
20 
211 
28 
32 

~ 
IIJ 
116 
119 
52 
55 
58 
61 
63 
66 
69 
72 
75 
77 
79 
81 
82 

'l'roaoU%7 Department , Dindon of Tax l!eoeercb 

Renood Schedul~ •DD1 

!/ 

21~ 
211 
27 
30 

~ 
~ 
53 
57 
61 
65 
6! 
71 
711 
77 
79 
81 
83 
85 
s6 
87 
58 
89 
90 
90 
90 

lf Under Schedule •uo• tho Victor, tax 11 i ntearated: exocpt1ono 
are $500 - $1,100 - $300 inotoan of tho pr ooont $500 - $1,200-
$350: earned 1nco•e credit 11 ropoelod l and a pootwar credit 
aurosa t1"4; opproxUitel,r $3·5 billion 1o al1owd •• follovll 
75 , ercont of till firot S50 o! tax, 25 percent of tbo next 
$50 o! tax , and 10 percent of t he bal ance of tho tax, the t otal 
cro41t no t to exceed $500• 
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before 
ptrtocal 

800 
1,000 
1,500 
2,000 
2,500 ,.ooo 

,000 
5,000 
6,000 
8,000 

10,000 
25,000 
50 ,000 

100,000 

aoo 
1,000 
1,500 
2,000 
2,500 
,.ooo 

, 000 
5,000 
6,MO 
~ .000 

\0,000 
25,000 
5'\000 

100,000 

Amollllh aD4 ethoUn ,..too of tu Willer proooD\ l ow 
ODd wuln roTt .. cl Scboclulo •DD• 

I Oroll 
I t ax I 

'"" '"" 
AIIOUilh o t tax 

• 65 • 3 • 62 • Sl . ~' • 36 • 
113 6 107 135 82 

233 13 220 285 69 217 

~53 20 ~ 450 85 }65 

n 27 630 ~~ 527 
6oS ~ 574 8~ 712 
an 829 1 , 2 165 1 ,081 

1 ,167 62 1 ,105 1 , 680 201 1,472 
1,477 76 1,1101 2,1110 254 1 ,886 
2,155 103 2,052 },135 a~ 2,782 
2,914 1}1 2,~ 4,215 , . 754 

10,983 339 10, 14,710 500 1 ,210 
28 ,558 500 28 ,058 }6,105 500 35.6o5 
70 ,165 500 69,665 82,575 500 !2,075 

~tho roho 

S.1~ o,4~ 7•1lf> 10,1~ 5.~ 4. 5~ 
11. 3 0, 6 10.7 13.5 z . 4 8, 2 
15. 5 0, 9 14. 7 19.0 . 6 14.4 
17.7 1,0 16.7 22.5 4. } 18,} 
18,9 1.1 u .s 25. 2 4.1 21.1 
20 , } 1.1 19.1 27.8 4.1 2}. 7 
21 , 9 1,2 20,7 ~.1 4,1 27.0 
2}. 3 1. 2 22.1 3}.6 4.2 29. 4 
.;!1; , 6 l , J 2}. 4 }5.7 4. 2 31.4 
25. 9 1,J 25. 7 ~9 · 2 4,11 ¥!.8 
29.1 l , J 27. 8 4,6 37.5 .2.2 
4}. 9 1,11 112.6 58, 8 2.0 56. 8 
57.1 1, 0 56.1 72 .• 2 \,0 71 . 2 
70.2 0 .5 6<; . 7 f 2. 6 0. 5 82.1 
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lllot 

'"" 
16 • - 26 
22 - 25 
52 - 3 
97 32 

1'57 n 
227 U§ 
368 252 
513 367. 
66} 485 
980 730 

1,301 971 
},727 3,566 
7, 547 7 . ~47 

12,1110 12,~10 

2.~ - }. }~ 
2.2 - 2.5 
3.5 - 0.2 
4.9 \ , 6 
6,} ~.2 
7.6 .6 
9·2 6. } 

10.3 7.3 
11,1 8,1 
12.} <).1 

13.0 ~·7 
\ .} 111. 9 

15.1 15.1 
12,4 12. 4 

ht~ou..,. D.,nrtoont , Dirtoton of 'l'ox a.o..,rch s.pt .. ber 17, 194} 

11 lii><I~~~Uo> earned 1naon• er ... tt o.t oamecl . Tietory tau '\ot l oco,. &11111114 to bo 

v h l\-nt ntt.o I)! ut t income 
71 • 

JJ 
otor,· t~ lr.hcrahd 1 oamecl 1neomo oreclH o1181,.tt cl. 

I6 ptreont ) f tho '1rot .50 ot tax; Z5 poreont ot tho naxt 'iO of tax; I\D4 

··••cent of the ba\1111oo, t ho mat•~~a erodtt not to .,.ooecl 500. 
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Harried poraOD - no dependoota 

~10na1 Pna.at law $11&00 
RaY1 ao4 Sob..tuh "DD" ,1,100 

122 

1 __ -!Pr~ .. ;:cr:;t::;lA:;•::.;.:V:I(... __ I:....::li~•~Yi,:;a::;14~::;S2o~b..t~Ul~o;-"'ll~-*..;2:::l./a __ ......:I~no=;rwu.=::;•!....-
.- 1V1oto17 1 .,~ 1Poo-. 

Groaa 1 t&z ~ Orooa 1 orodltl Bet Grooa 1/ot 

t&z I oro41t I t&z t&z a/ I t&z t&z t&z 

eoo t 
1,000 
1, 500 
2,000 
2, 500 
3,000 
4,000 
6,000 
6,000 
8,000 

10,000 

1a • 
25 

100 
220 
MO 
469 
12'4 
~9'11; 

6 $ 8 
16 

2b , OOO 
50, 000 

100,000 

1,2H 
,1,965 
2, 617 

10,678 
28,075 
69, 684 

10 
21 
32 
~ 

M 
75 
~9 

121 
166 
210 
64'11; 

1,000 
1,000 

18 
188 
2~7 
.o5 
M 7 
8H 

1,17'4 
1,780 
2,467 

1o,oa& 
27,076 
68, 684 

• 108 * 
256 
<&11 
696 
9~ 

1,<&09 
1,8M 
2,829 
3,886 

1<&,2io 
as,5n 
82 ,006 

61 • 
ss 

67 
18\) 
au 
495 
eu 

• • -u 
- 26 

8 
a5 
77 8Z 

t8 
1.a 
181 
228 
au 
<&29 
60iY 
600 
600 

1, 22~ . 
1,eae 
2, 606 
a,<&57 

181 7Sb 
a5,on 
01 , 605 

m 
416 
670 
884 

1,208 
3, 652 
7,496 

12,421 

• - 8 
-16 
- 22 

2 
18 

~ 
sa. 
<&66 
126 
990 

a,B96 
7,e86 

12,921 

~ eoo 1.8!'; 
2. 5 
6. 7 

o.~ 
1.0 
1.4 
1. 6 
1.7 
1oC 
1.9 
2.0 
2 . 0 
2.1 
2. 1 
2.2 
2,0 
1. 0 

lttootl n 

1 .(),( 
1 . 6 

-1.SJ' - l.Oi: 
1,000 
1,500 
2,000 
2 ,600 
3, 000 
4,000 
6,000 
G, OOO 
8 . :li)() 

10,000 
ZS, OJO 
SO,OJO 

100,000 

n.o 
lS.G 
15.'4 
18.1 
19 ,9 
21.~ 

24.$ 
26, 8 
42. s 
52 ,2 
69 ,6 

5.a 
~ .. 

u.v 
13.6 
16. Z 
17 , g 
19.6 
22.1 
2<&.7 
<&0.1 
M.2 
58. 6 

7 . 2J' 
12.8 
16. 7 
19, 6 
26.0 
28. 2 
a1.1 
as .<& 
! 8.9 
66.9 
n .1 
82 . 0 

a •. ~. 
a.a 
a.a 
s.a 
a.s 
3. 6 
a.8 
•• o 
t.a 
2, 0 
1 . 0 
0 . 5 

~.s,; 

9, 6 
la.t 
16. 6 
21 . 6 
2<&.6 
27. 3 
s1.a 
at.s 
M.v 
70. 1 
81 , $ 

- 2 .5 
, 5 

1.8 
a.l 
•• 6 
6 . 9 
8.3 
9, 5 

11.1 
12.1 
1<&.6 
15.0 
12.4 

- 1. 6 
- 1 . 5 

.1 
1.5 
s.o 
5.a 
•• 7 
1. 0 
Vol 
e.o 

1<&.8 
u .o 
12. 8 

:r•••r)' Uopart-~ont, "'h1a1oo ot iu Roa•;ooh SoptOiilbn 11, 1ka 
Y !• •I.Jmn O'lrned inc.,.. oro41t au- . Vlotor; t&z not inco• •••- to bo 

too- nintho of not lDO-. 
Vl cto l")' U.• 1ntecrato4J •"'14 1no._ credit o1ial.D&to4. 
75 poroont of tho rirat v60 of to.zJ 26 porooot of t ho next ~60J anal 10 pol'• 
cont of tho b&lAAoo, tho •>~- orollit not to ozooo4 .600. 
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SliiWlY OF TJ.l PBOGIWI Ilf SECRiTJ.RI' S 
ST.lTEWEMT TO 11.lYS AID lWIIS CXJIIITTEE 

I ~~ 

lleed for llore Rnmue 

With governmental expenditures of $109 billion and our 

present tax system, about $66 billion must be bo~rowed 

from the banks and the public during the fiscal year 

1944 it no further tax measures are enacted. 

1. So much deficit spenaing threatens a further rise 
in prices. 

2. A large accumulation of purchasing power also 
threatens prices and postwar stability. 

3. The postwar interest- carrying charges are lessened 
by additional taxes. 

4. Borrowing does not liRht en the real economic sacrifice 
of the war, which is <loing without wanted things. 

II 

Exci .. Taxtl 

'Ihe recommendation ia $2. 5 billion new revenue from raising 

excise tax rates and imposing new excises. 

1. 'l'he sales tax may be criticized on several grounds. 

(a) '!'hat it affects necessary expenditures of 
the average family, which excises do not; 
that it is not compatible with wage and 
price s tabilization; that it imposes severe 
administrative difficulties· and that it 
bears heavily on persona with low incomes. 
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2. There ia a very str ong demand for cigarettes, distilled 
spirits, admissions, etc. , showing that added t axation 
ia possible. . 

3. Excise taxea and the new rates suggested should not be 
permanent. · 

4. ! aalee tax with personal exemptions, or at a graduated 
rate, and a luxury purchaaing tax of the British t;ype 
is not practical. 

III 

Eatat e .nd Gift Taxaa 

'lhe recollll!lendation is $400 million on a full year basis 

through an increase of rates and a reduction of exemptions. 

IV 

Corporation Taxes 

The recommendation is an additional $1.1 billion by raising 

the combined surtax end normal tax rates to 50% for the 

large corporations and 29 to 33% f or saall corporations. 

1. Corporate profits are so high that these additional 
taxes can be paid. 

2. Small corporations deserve special treatment as to 
rates , and should be permitted to cash their postwar 
credit immediately on termination of the war up to 
$25,000. 

3, We oppose corporate postwar reserves, but advocate 
a carryback system for late war expenses which will 
give adequate relief. 
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v 
Indi "f'iclual Inoou Tax 

.t.. Social SecUl'it)- Pl'ogr ... -- The preferred rec011111.endation 

ia that the Social Security program should be extended and 

expanded to cover practically all persona now uncovered, 

to increase unemployment insurance benefits, and to provide 

benefits for temporary disability and hospitalization, but 

not medical care, 

1, This would require an increase in the c ployee payroll 
tu of 2 percentage points and an increase in the 
employer payroll tax of about 1 percentage point, 

2. In this way there will be provided for the civilian 
population somewhat the same kind of postwar security 
outlined by the President for the armed forces . 

3. These increased payroll taxes will check inflation 
during the war. 

4. The individual income tax increases proposed have been 
adjusted for this 2- point increase in the employee 
payroll tax. 

B. The Individual inooae tax. -- The recommendation ie 

that there be increases in the income tax, integrated 

to the above Social Security program, which, together with 

the Social Security program, will yield !rom $6. 5 billion 

to $8 billion of additional revenue, the net increase in 

income tax revenue being !rom 8 to 3i billion with postnr 
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credits being substituted to the extent that the Social 

Security increases recommended above are not adopted, 

c. Postwar Credita. -- Boatwar credits are recommended 

in the event that the Social Security progr~ is not 

extended, 

1. To the extent that a postwar credit 1a allowed, it 
should be returnable primarily to the low incoae 
group. 

2. The credit should be currently an.ilable in part to 
those whose incomes remain fixed, or who have heayy 
colllllli tmenta for debt repqment end life ineuranoe 
contracts. 

D. We have completed a study of the po ssibility of taxing 

increasee in incomes and have decided not to recommend 

such a tax. 'lhe study is of fered for the record. 

B. To aimplif) the individual income t ax law end the 

income tax return it is recommended t hat the Victory tax 

be repealed. 

F. I t ia recommended that peraonal exemptions should be 

l owered froa $1200 t o $1100 for aarried persona and the 

dependency credit from $350 to $300, le&ving thq single 

exemption unchanged at $500. '!hie recommendation assumes 

the repeal of the Victory tax and the allowance of postwar 

126 

Regraded Unclassified



- s-

rebates. !Vi th such repeal, married persons with TeJ7 

low incoaea will a till be beneti ted. 

127 

G. Assuming the repeal of the Victory tax, it is recommended 

that the present falsely-named earned income credit be 

repealed. 

H. It it ,.ecclllllended that the additional revenue required 

be raised through an increase of the aurt~ rates throughout 

the scale. 

VI 

Conoluaion 

\'hile important loophol es should be eliminated, it ru,y be 

impossible to deal wi. th them in this bill because of 

time limitations. 

IWly technical matters illportant for aillplific ation and 

the relief of hardship could be taken up in next year's 

revenue bill. In the meant iae, to avoid retroactive 

taxation, the present bill should becoae l aw in t ime to 

place tax increases in operation on January 1, 1944. 
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JIE)lBEIIS OF Ca.tOIISSt 

1 want to pre1ent to 70u toa., th• Aaain1•trat1on'• 

4ugeeeh4 prograa tor ra11111C d41t1oul tu11 to help pq tor 

the nr. Bat 110re than that, I want to uplal.lllliiJ' thh pl"'­

gru wu 4nhe4 1n 1tl Fe•at tol'll, I tb.1lllt 7ou are ent1tle4 

to know not onl7 t ho 4eoh1on• we han ..ae, but our rea•ou 

for maklag tho•• 4eo1110DI. 

Bto&UII of thl Jw&e 001t of thl war, it b Dt0111&f7 for 

u to hal 1D utron~oal tigur11. tho budget tor the thoal 

71&1' 19« oa1ll tor 1~ bllllou 1n expd1tur... J.D4 alll it 

-., bt pouible, &U I hopo it 11, to ourtall •o• gonl'!mllltal 

n:penditur11, .. ounot be tragal about the wv. w. mow b7 

now that our willinpon to apollll the neoeuarr tuD11, no 

a&tttr how l&rcet hal hal a 4tflnltt tfftot OD the liTtl of our 

a&n 1n battle. !hi auporlor lighting equlpaent whloh .. han 

prodliot4 aal lloqllt hu ot OOIU'IO MID txptn~ln, bat it hu 

IITI4 the li'YOI ot thoUI&dl of .a.rioan tlghtlag -· 

Thl 110¥7 that 11 o:rpon4t4 on lln4-llaa• to. kttp the en-r 

•Qgacea on ao .. u ot frontl all onr the worl4 -- that haa I&TM 

untol4 llna. 

'n1111 th1Dc•, in th• lllroc&te, han hllpo4 to bulla thl 

wu ooet to 1h Fll•t hllc• proportion~, but I aa 1ure rou 

will "'"• ana I • IUI'O thl -.rloan pooplt acne, that it it 
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worth11hla. 

In the faot o! h~t a ounh ot 110ner to bt ralua, •• &H 

•t with a Ttr, urlout probl• o! creating tor the .lll~rlcan 

people a n,. tax progra that h !air anel t qultaba. 

rf, 

131 

we 1111at raht hugt &110\IDh ot aclelltlonal IIOMT tor !11Wlclng 

the war &Del ooabatlng 1ntlat1on, a.n4 yet in c1oing it .. cmnot 

onrlook the tact that there h a polnt bt;yoncl whiah aou peopa 

clll!lot deduct !roa thdr pq tnnlopea or !&1'11 inoc.ea ancl ttill 

keep a taiq go!Dg . !hart 1a a point bt;yoncl whiah tht7 cannot 

~~tet tht t ax billa anel atill •lntaln a at&Dclar4 ot 11T1Dg whiah 

will ptl'llit thea to continue to help 1n tha t!!totln proatoution 

of the war, or ot thdr clutlta 1D tht o1T111an t OODOJiiT which 1a 

ntcuaary to aupport tbl war • .. 
I aa telling rou thh to t apbadu thl t aot that the Trtatlll'T 

Dtpartaent hat not u bi traril,r ut clollll a figure aa the aaoUDt to 

be ralatd, without rtgar4 to thl problau 11hio.h tzht, &Dcl llhlch 
i' t /..,.,.. r ._. ... 

lllll t H w't. _ v _ • • : _. tht put aenral aonthe, aaUcl the 

help ot '"IT ueouth'e branoh o! gonruent haTill£ &DT relatlon­

ahlp to taxea, inclu41J1C thl I.Jw:t ancl the Jav. J.Dcl 1 think .. 

han n .tnecl ITIJT OGDot1nblt plan to ralu additloD&l taxtl 

" •qu.itabq &Dcl e! tlo1ent1T aa poniba. 

wo han M&aurecl t htu plau agalut, 

Flrat, thl ab111tr o! tht plan to raht aour, ancl 

• • 
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ita et!eot on the intlatioa prob1 ... 

Seoollil, the 4egr" ol hu4ahip t he plc p1UII upoa 

peopa with f1lll4 la-1 aM with fiu4 obllgatlODIJ aa4 

upon peopa with i:aa4tquate iaoo••l aa4 

third, the 4egne to whloh it alght lahrtel'l wi th 

war pro4uotioa, &D4 

132 

Fourth, ih praot1oabillt7 ana coat troa the atl!llllpoiat 

o1 ita adaiaiatl'&tion. !o plaa h good 1t it won't •l'k, 
it it 1a illlpraotloal tor the goYil'DIIIDt to handle,· or 1t 

it turther tl"iu tlw patleaoe ot the tup~T•r who h alread7 

burd.~n~d with too 11110h and too oo~~pllcat.a paper work. 

On• ot our ohie! oona141l'at1one in ane1opiug a tu pl'Ogru 

baa b11n the 41'1Willc ott ol what h oalled •exoue epandlug 

1101111·· It lwa been 11tl.ated that inoo• Pll'D'Dh to 1Jld11'14uale 
,.;.) 

will UIOunt to ..14!11'billlon 4ollena 1a the thoal Till' ot 19«. 

The u ount ol pou and ''"io .. ani. labll oaa abeorb only about 

a9·blllloa ot thh 1~ billion. Peraonal tu11 will remo• thh 
.,/ 

figUl'l by 21 billlta at tha preuat rate, lenlug a total ot 
.. ~ ~~ ~ 
.,.. ~ blllloa ullera. ot thh -bi llion 4oll&l'l •• expeot 

•• draw off a eub1taat1al .. ouat 1a the eale ot Wll' BoD4a to 

1nd11'1duala -- but hC~~J .aoh O&A be drawn ott 1a thla •IT •• oaa­

not , of couru, foretell at thla polat. We do knC~~J that 4U1'iDC 
f;;;r 

the calendar yell' 1~ -- tbat 11 to "1• through the u -. .. 
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dri , .. whiGh we han ha4, u4 the nplar IOJII IWI ·~r 

011 11011th a.tter liCIIlth - w 11111 han abaorW at laaat~ bllllea 

dollar• ot thh 4aagaroua 1101117 1.a thla ftl'• 

E'nll tlk.lJac lllto oc.u~luntla otheJ' forM ot lillll•llltlt.tlOUJT 

1&TiDgl, that atill lean• a ftbatuatlal -at ot lliOtll lao­

that the oou11111r will han to 1Jn41 u4 •• the proauoti011 ot 

ci TUilll gooh 11 a.on_..a, t.Di the wpp}T ot thbc• to lla7 

btooMe pracnuh'elT ••e lla1tt4, the qer of 1Dflat1011 

IIOUIIh, 

we, at tha !nt.IUJ'1 ,han a4t -•ou n..ullllat onr 

the 7eara to help }ll'lftllt our bt1Dc oaupt 1ll a 

prioe1, A• tar baot u Oot•\t• 16, 1~, w1 

baTi~~g then rhlll about tw polata, IIW 111ale prtoe• h&nDC 

go1111 up about fin po1ata, the !rea 1 oalle4 attention to the 

luo1p1eat atnlo~t ot 1Df1at llU1 preuure, rea\llting troa 

the oapaoit7 aboriiCtl tua 1s1ar to appear 1a nr1oua bal1o-
...'.; • / t 

ate rill 1111baabit1. s , abo uaa oopper ha4 alJ'ea4t goM up 

1u pr1oe, 1114 o ,....Ua1nc pGnP wu oa the rile. It 

thea that 111 would a..a to r11trlot purohaa1ac 

power or lllor 1 prtlaetl•, 1f th11 W ot 111flatioa wert to \t 

llippea. 
- ~t . , • • ~. c.{. 
Soe,wlll ner • ,. ... 1attr, oa Dtonb•r 18, 1960, I aa14, 

1u reoo-aUII& a •jor ezpt.~a~1oa 1a the atee1 pJ'OCna, "lrr 

iuhrut 1a tort~tall.lJac poteatlal 1Dflatio11&1'1 4t'fllot-ah 
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t~t 110uld refuot utanra\lT • the eeOil-., ef the, ,.ut.,, u 

.,u ... our &ou thoal ,~ .... , &Ill 1a cQ&ftbc apiut poul\u 

ehortagu ot 41feDU •tell ala, 11 ... M to eJIPIII ., ur1 ... 

0011oel'll onr tilt grOirlJI& OOJ11ea\1oa 1a t be ahel 1Mut.,. It / 
I 

, ... to • that a hzdlato •J• eJpuaba pracra for the 

It ttl aaut., 11 olearlT oall .. fw •• 

011 )(anh a: l;G(i 11t up the Defeue SaYillgl Staff &114 oa 

lll1 1 1Dtroao .. tha 11rba 1/ 1 ~ G""u1111e Bolllla 1A u effort 

to ahaor'b J.a4i'filal e&'fiJIII &114 to f or11tall the poh11t1a11T 

illtlat1o11A1'1 dfeota ot the upoii4J.turll ot thtu fllllb for 

COili-PI1 goo41. 

On SeptiE'ber 9, leG, I telA &II auUe1101 ln Bo1t111 that -

&114 I quote -- •u we fall to u.1 tbe oontrola at our lltpoaal 

110w, 1t •• fall te &o the qetltlo thlq1 'lh.hh an 1ll ov pwer 

to chtot lllflatlo11 ... , 1t we allow prioea to go 011 rlalJII u 
. . 

ther 4U ha aa tebliiO, .. 8T 111111 that foo4, hll, lhllhr, 

1114 oloWJII *• ... 101t a a.11ar tdll o110e core -t U.O.t 
I 

twloe &I ..0 w_. the ,.... .. baa ellle4. • !t that tiM I 

•11Uttte4 ~p~tltlt aatl•l.atlatl-'7 .UUI'II 111olu41qt 

(1) ut.,l• et S..lal SICIIIJ"l\JJ 

(2) oo11bel ner \llllk orl41t &Jill 11leot.a oapltal 

expe~tureaJ /&111 I 
(8) n4uotla ot noa•e11111.tlal gon..-.atal llpell4itvee • 

.l fft Wllb later I appeart4 \efon the Jnkllll aJIII Cui'Nill7 

Co.:alttee on tilt PI'J.oe Control 1111 &114 oalld atteatla to tbl 
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terrible W'CIIlGf ot tM lntlation prolll•. I tMa polat.d. ollt 

the aaralng eiail&~ ot the pr11nt pri" pattel'll to that ot 

the tiret World l ar. I nid - u4 I quote - "It b tr~~e, ot 

coune, that prioe oontrol alone will not OOilqlllr intlation. 

135 

Tbla Bill alone o&nnot etop prioe ri•••· IYer.y goYe~nt th&t 

hu atte11pted to oheok intl.&tion hu tolllld that diNot prioe 

controh alou O&IUIOt hold doe the 11d &en the inoo• ot tM 

conaual.ng p.~blio h inoNuinc aD4 the aOWLt ot goode anil&bll 

to the oontllMr h deoreuing. A4ditioul etepe are neoeuUJ~ 
" It H aN to be 111re ot Yiotor7 in the tight ag&lut 

lnthUon, we Elt prepare ruther to i noreue tu11. We .q 

b.ave to utend the ceural oontroh onr bank oredih. We ehall 

certaln17 han to redue oapital upendlturu tor non-cletenae 

nuda, and 'llide the aale ot Detn•• Suing• Boode allil Stupe. • 

On Dee•ller rt, 1~, w in111pntd the Pllf' roll SIYi DCI 

plc tor the racul&r IJIIl 111•t.atio l&lt ot tlllitecl Statu Sulnc• -Boode to _,. eamere. Within a 711r, uarq twnt;r·tln )tllllon 

workere weN Hpl&rl7 biiJini Bonde through J111'0ll clecluotion. 
o...&...,..r 

Thq Wll'e decluotlnc a~J eipt IJIIl ono-hal t per oont ot their 

pay, or a totol of OYir IIi() allllCil dollaro,....._ ~-

.lt t bl pr11nt t1• '?', lllllion worura aN deduotlng an 
'¥1>-< ~ """" t:!:.J.I ..t:i:':-w.t anngw of/\ ''?J'P'P eat ot tllelr P'7• or a total of "'~-llion 

dollar a a .anth, ··a •b• 'lau• l• •••'•c ••••t··tlf , 

, . 
• 
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On llarch ;, 1~2, I appure4 bet7• thh oo..J.ttee &Jill 

propoaad an lncreua in rewanua ot 7.6 billion dollara. I 

1tated that the ohht dutJ ot the ne• rnenue aot •u to help 

check inlla tion, ~d -- I quote -- •lloth(g in the econoaic 

tield oan i nterfere with the war ettort u IIUoh u an Wlcontrolled 

ri •• in pr1oea. An lntlationarr prioe ria• ia a aource ot graTe 

aocial 1nJuati~. • 

I han ginn 70u thit background to rtaind 70u that thh 

in!lat1onary h ndenq h 1011ething that hu b11n with ua onr 

a period ot 711ra, aouthing againat lfhioh we 11111t conatantl7 

atand guard. 

Toda7, tlfO-thCaa ot all the incoP ot t he nation h 

going into the p17 ennlopu ot people eaming leas than tbrtt 

thouund dollua a 7e1U'1 and tor thh reason the people a&J"D1Dg 

•o•thlng onr a lllbahtenoa wage, bllt leu than thr11 tbouaand 

dol1ara 1 7ear, preaent a great potential danger troa the 

in!lationary atandpoint. In the agi regah, tbh huge group 
,/ 

ot people •• a group utiaated to nllllber around @§ aillion •• 

poaaua a great 4aal ot intla tionar7 ao1117, and 1t h the night 

of t hh aonq that oan o••• undue prioe riau, and oan 

coa.pleteq up11~ our entire eoonoalo l)'ttta. 

Hning thia 1n aind, aDd alao t he nud tor adclitlonal tuU• 

to tlnanoe th11 aoat Ul*llin war, t he Treuurr 11t a goal aarlT 

• . -
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thll 1, .,. ot tweln billion clollara u the •OIUlt ot additional 

rtr tnut whi ch ahould be raiaed b7 oow ,tazation • 
• 
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Sloca thh goal wu 11t u a eatlataotorr figure fl'olll'a 

tl acal et&Ddpoint, the ! reaeur,r hae dooo oonaidorable inYeati­

gatlng. 'tile han gone outaide t he Treuuq ottiou, ouh ide ot 

Vlu hlngton. We lmew that twel n billion dollar • wu a great deal 

o! mon•T• and aa we progreaaed i n our inYeatigatl ona, we beo ... 

aor• and .:r • oognbant ot t he probhu we would haYI 1n la YJing 

~ huge a tax on &n7th ing l ike an equitable baal a. 

In order to cheok etathtlcal lntorution ag&inet the aotual 

aituation in whioh the 1Mr ioan taxpa71r tlnd1 hluelt under war 

conditione, ... u de aotuel ob11rntiona in the thlcl , We t alked 

to f111illu; we talked to aotualpeoplt -- people who par rent, 

!wed their !a.alllu, and M et tbe ext ra billa whi ch wartl.M lldng 

u ddlu upon thoa. ie oheoked clolll.Y the r u ponae ot 110r king 

people and farura Ill d other groupe in t he Bond Dr l ne. We aade 

a ll&lll eunq of inoc.oa and expendituru i n one war wnlthJ 

lnduetr lal ci t,; a lllnq. of people at n rioua lncoM lenll. 

In fal rneaa to the aYerage 1Mrl can cltiaen, we .uat 1a1 

that not enr,rone h onr-o .. nlnc and onr-apending. 

lie found too that a great econoaio tranai tion hu oo.u onr 

thle nation ainoe t he war began. We oaae out of • depreaaion -­

out ot a aeriu ot depreui ona --into t hil period of proaperi t,. 

'lbla wu not tho 0111 in the laat war. 

I 

.. .. 
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Before Pearl Harbor, wt wtl't a ution ot people in debt~ 

Me ware in debt tor 110ne7 we borrowtd to get along on durill( 

the lean Jell' I, In debt tor noav.a twtepera ud Ill to110b1lt1J 

in debt to the doctor aDd tbt dentiatJ in debt e•en tor the 

oloth•• on our baokl in lltllT oa111.\ We wtl't a nation ot people 

wbo u nol'lltl l1n1 wtl't being depreued troa eney anglt b7 the 

burden ot debh. 

Soae ot it wea tooliab debt, 10 .. ot it waa debt brought 

about in an effort to •intain a tTPloal Aaerioan atandard ot 

HYing, and -.aob ot it na juat out aDd out unll'oldablt debt. 

But wbtttnr it na, it waa tbel't. Inn bttore we anttred the 

war, wbln it beo ... obTioua that ohillan good• -ould be our­

tailed, that autoaabi lea aDd Taouwa aa.epera .. ra t o go ooapletel7 

out of production, n m11l7 curtailed and atopped inahllatnb 

plan buJiD&. Then it wu tbt t the Aatrioan peopla -- and ohitfi7 
! 

the AMrioan workillg people -- bepn to get out ot debt. tbe1 

began to be a Jation ot people dealinc on • oaab bub. tbe7 

began to piok up thelt baok debh that bad bttn hanclng our 

thea, in acat oatil tor .aJI1 7ttra. ( lnrrtbinc indioatu that 

• large part ot tht uw-tound galna of the worldng people baa 

gone to pay t boae debta:) 

But th ll dou not 1n &II,}' aenae leuen tb• danger ot in.tlation, 

tor nen the " .. nt o! debta oould not abtorb enough ot our 

~· • • 
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clangerout dollar• - allll enf'[ dollar that h left oan be apent 

to abeorb tOM pU't ot a ooutantlr lhrillk1Ag aupplr of goob 

and tar'fiou. 

I u talk.l.ng a great clea hare tocla1 lb out the anragt 

.u.rioan, the 111111 who h uldng about three t houMDcl clollara a 

f ill' •• beOilUM he h t he one lfbo will han to pq 1101t Of aJ11 

iDOI'tUe in tun, 

In the high inoou braoklta, tun are ti reecl,y l nilcl at 

111ch a rate that further increuu will not rhlcl tubttanthl 

•ua• nor aahrhll.r aiel ln the battle agdnat inflation, 

One of the thing• we 81lb t do -- not to aathf7 the low in­

OOlle perton hilt to be juet to hia -- h to uke a lowanoe tor 

bardahip oaaea, &Yen while we are ta tting out to get sore aoner 

!rom aoat people, .. need aotuallr to gin tu relief to •o• 

people. 
ev 

Tab, Ill an e:&aple,\.!ba uera >e) aarrhcl •n with two 

deptndtntl lllking $1500 a rear -- and thel'l are hundred• of 

thouaancla like hla throughout the countr;y . To t hh •n, uking 

leu than $80 a week, a tu ot $60 a 1•ar h a burden - a bur­

den J11&D7 tiMe header to hla then one IIUOh larger 110ulcl pron 

to be to a peraon aak.l.ng a few hundred cllllara IIOrt a Ttlll'. Tha 

teriouaneaa of thia problea deepen• •• we lind the .an aaking • 

tbouaLDcl dollar• or the widow t upport ing her obilclren on seoo 
and there are aa111 lib thu, 

, . .. 
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Tba prograa 11bioh I will pneent to 70u todiJ' taltu thet 

l.nto oooaideratlon, and tun aho into oonlideraUon that in . 

flew ot mat n han !OilDcl, .. han ncluoed ov tu propoeal 

troa 12 billion dollar• to 10.5 billion dollare • 

.u a neu.l t ot Olll' innetlgatione aaong neraga Aaerioana, 
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there h one further general reoo-datlon that I want to Mite ., 

tha t "''17 pouibh etep be taken at t hh union to reduce the 

coaplioatlone in our tax 1awe wbioh Mite it 1180111117 tor tha 

tupYar to till out ooaplu all4 ditt l oult tu tol'IU. 

Wa a pant a great deal ot tlae a ttell(ltlng t o 1iapllt7 the 

Sephllbar 15 toru. I think •• aade it u tilaple 11 it n• 

ponlble to MD 1t uncler the ter1u ot the nry coapllca ted lew 

paned in the lut 1111lon. 1111 a"' now working on t ha aiapllti­

catlon ot the IUI-oh 15 torra, but I want to 1q t.ba t{1t 11 ., 

fealing the' tl!ta pabHo n11ntawut agidna ~ anr tu lora t hat 

can u at the requira•nh ot thh '(I'Uint tu lP h llkel7 to 

cauaa a graat deal of raaantaant uong the •rioan people • 

I aa aura that Congre11 agr111 that t here 1• a great deal 

ot "'•• tor al~~pllfioation in olll' tu l a••· I oan not hera CO 

in to the dat~il• of aiaplitioation, but I want oertainlJ, to 

reco-114 the oollbining of t bl Victory Tu w1 th tha Inooae Tu. 

.... 
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That 11 part of our propo.al. The Vloto17 fu .. " .. eapulallJ-

to complle&tl retul'll to...a. The fu 1n lholt 11 ooapllcahd &D4 

it 1a oaloulat.a 41ftel'll1tl7 &114 on a baah of Utterant en11pt1ona 

troa the 1Doo• tu. Couoqllllltl.T, there 1a no praaent •q ot 

aimpli!T~ it on a tu fora to auoh an n~ct that the ll&ll in 

• the atraet oan ana •ill talco it 1n hla atrido. 

Let ae toll 70u now about our apooltic rec-ndatlona for 

the tu progrm 11hioh I alncerel7 hope can be paned before the 

end of thla year, thertb7 ll&k1Jig it poulble to apart the public 

tht ooapllcatlon of ratroaotl TO tu11 • . 
I u reoo-n41ug a progru to inorea .. fe4tral colleotiona 

by app~t1l7 10.6 billion dollar• tor a full year of operation 

UDdtr ooaUtlou antlolpotoa tor t he near tuturo, 

I rua..nd that t h11o tax11 be railed through an 1Doreaae 

in Eatate an4 Oltt fuoa, corporation ~oa, Selected Eloiat 

'l'axu, and IJII!!Tldual Inoo• fUll. 

Eahh !uti 

~ Ratate tu11 bno bee a part ot our federal tu atruoture 

.(, atnee 1916, but tho total oontributlon baa been un4ul7 .. u. 

I In thia period ahead 11hea great addltlOD&l roTODUt b !11oeu&1'7, 

01tate tax pqtr1 1boul! oontribuh aa henil7 u pouillle to 

the ooet of the •ar aloDg with other groupe ot tupqera. I am 

' auggeetlng that the ue.ptlon tor Eatato Tu11 be reduced froa 

~· .. • 
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seo,OOO .to ~.0001 that latah n4 &1ft tax r.tu be 1Aer.eH4 

throucbout the Mall. B7 10 ii1J11, •• •• n1H aa M41UoMl 

400 aillion cJo1laN • a tl&llnear'l bull. 

Corpor&tion full 
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It 11 ,.. • .,..,a that eorpor.tlon tuu be lumeN. 
~~ ,._ 

Dttpite htPJ 1110l'lalll 1n tuu, the ut inooae of{oorpo!'atlou 

,,.. ~t-
reu.inin& after tuu h•• •'& 4 rhen 1in11 1m at thl"nte 

ot one blllion 4ollan a 711r. Alter r•lnc 41'f14tD.u, oorpor­

at1ona with aet 1-•• will han a44e4 to thllr l!pita1 out of 

l\1 l.f.l{ 
urn1~~&11 •\ utiatl4 _. bllllon 1Jollar1 url111 the JMPI of 

l~,.U c4 ~ fe thiJ'IfOl'l noo .. u that oorpontloa tuu 
~ 

iA ca•Pil be 1'&1114, ht that .-11 oorpontiolll lhoul4· b• chn 

.,,, tuonblt tl'lat.lat. OllJ' nhe41llt for lnol'lulnc oorporatioa 

tu11 hu be• •ra4 out al11111 thh lla• ud •111 nh• a 

ad4lt101lll 1.1 bWlon ullara. 
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Exoiae Tu., 

It 11 the belief of the Treaau17 Dtpartaent that an inorta11 

1n uci11 tu l'&tn, and the iapoling .ot &liJ uoh .. , h an 

acceptable •a1 to l'&i1t additional IIQUT during a war period, LitUe 

or no inol'l&at 1n tdllinhtratln u.ohine17 h required. Ihu 

oan be 111tohd that au oo.-oditln and aaving1 which n11d to be 

conn ned tor wu plll'poan and addi tion&l tun oan be plaotcl 

upon optional iteu ot u pt ndi tul'l auoh aa liquor anti tobaooo. 

'!'he tu rat .. thl t we art auggnting han been ti tted to the nr 

tia condi tiona ot 1uppl7 and dt•nd. tor n oh i to aepal'l tilT. 

lhen thell cond1tion1 ohange, I lhall reoo-nd rnhion ot the 

tu ratea. UDder the 1ohedult which n will prnent to 70u in 

datail, we can rai11 an additional 2.5 billion cb llar1 through 

inoreuu 1n pre1ent u oiu t u l'&tn, and through new n ohu. 

The tu inorea111 ot whioh I have 1poktn -- the Eatat t aDd 

Gift tuu ot t011r h~mdrtd lllllion dollan, the corporation tuu 

of 1.1 billion clollar1 and the exoi111 of 2.5 billion• add up to 

a total of 4 billion dollan. Tbh, ot cCJilrlt, 1a nowhere near 

enough. Colleotlona Ullltr the uhtlng tu l aw1 during the 

fiacal 7'&1' of 1944 al'l upeott4 to &IIOIIDt to 8a billiCII clollara. 

Thie threaten• proapeotive deficit ot 70 billion dollara, ~ioh 

1111at be ut b7 borrowing to the ext111t that addi tlonal tu l'ITtnul 

ia not IIOUrtd, 

.. . -
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In order to recluot thia borrowing load, I u reo-ndiDg 

inoreuu in inclhidutl inooM tuu to 7itld an addi tional 

6.5 billiona. With equltab111V 1n tht inoou tu prograa it 

1a obTioua that our popul.a tion oan pq thut additional tu11, 

11 the inooat p&TMnh to i!ld1T1duala alter tuu han in the 

put taw 1"" been 1noruaed b7 eenral tiMI the inorea .. b, 

inoo• tuu llhich han bt1n thue tar illpo11i. 

Adding thh 6.6 billion to the 4 billion dll'iTtd troa othll' 

taxea, would total 10.5 billion• tor a full 1•ar ot operation. 

Frankly, thia ia 1till not enough but it i• •• .uch •• wt oan 

juatifhbl7 J'tCO-ncl, Nalhing the li.ai tation1 of tan tim 

prooeuu. It 11 u .uoh u .. oan Ju•tifiably uk without 

oaua~ undue hll'dlhlp on tho•• without an 1norea .. d abilit;r to 

pq. 'lo tab oar• of thou who han a Tutly increa .. a abilitT 

to P'1 -- and of the .. , o! oour .. , there al't a great Ull1 --

.. 1111t aintain c tun epeecl our war loan cupaigna, 'llhloh n 

bow ue outtinc d11pl1 into the 1noNued ea~inge of. tho .. 

Aatrioan people llho haw thea. 

ln pl&lllllng a eohedult to rai .. thil 6.6 billion clollan 

ir, additional 1nooat taxu, we han .Mrged the Victol'l Tax 

into the Inooae tax. 

, .. 
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The. poet-war credit which is no- part o! the Victory Tax, 

should be 1111intained in principle . However, since current 

otraete allowed againat the poet-war credit. in the Victory Tax 

practically eliminates ita poet-war character, I propose the 

introduction or genuine poat-war credita to protect the income 

• of the lower income groupa. 

I reco-nd that thia poet-war credit be paid in the !o!'ll 
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• • • 
ot Survhora ineurance. This would supplement the insurance 

proviaiona o! the Social Security ict . I!, however, the ta~­

payer didn't wieh to take this retund in insurance, he could 

receive it in cash at a 25~ discount below the value of t he pe at­

war credit for the purchue o! i nsurance . 

I further suggest that this post-war credit be made 

immediately available for the protection of persons wl t!l fixed 

incaus, upeci&ll;y those in the lower brackets who might be 

subfect to undue hardships because ot ta~ increaeee. 
' , 

\ I ehould like to take a moaen t now to tell you exactly how 

t rJ. a income tax schadule will work i.n actual practice. 

Taka, !or example, a married person with two dependants; 
\ ':" 

under the preunt law, the exemption would atut at $~900 ; under 

the proposal, exemptions would a~r-t-at $1700. 

A person having a net income of a thousand dollars a year will 

pay a groaa tax under the presen t l aw ot $25, ot which $11 is hia 

refundable 
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u. pr ... t ,..,..at - .. , ,., .... et *16 tll8 1a ~. 

Ill Dlll U.. .,., rrea -. 1a poea tu •• t8ll 1D •t tu. 
!t taa,ooo ,.. ,..,, a ...W ,. .. with two .. pn'..U 

llacnr ~ tl.O,Dl fll IIIla...., 1a Nt 'altle. 

a.a.. • - JNJIMl • ..u rt:t tu.'IIO, of z 1 , sao -

~. .. w.M U. 111 Jllill ta,&ft .,.. • a •-' taa 

,,. ... fill ..... 

n 1a., ~w. *' • .. ., ... 1 1 u.. Jut .... 1a aa 
equl.~ &I.., tu ...... eaa1l peeal~ .... n 1a bnitaltle 

th&t ... ~u ... lll1l " ...., '-' tMae cu " peaU, 

IIIIU!W lflltalalllir Uaa rellat JH'lal- *1. ue lNl=1 a'o 
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oouU..• 
!UN li - fQ\hat I'!NINIIOI-IIi'll•.tUt.•a I iJt•M W. to ..a. 

to lilt. c-ltteo. 1\ 1a ... put et Ult .,..poeal. ... lt 
Min • •liu.t M•\IJ te u. 

I lho'lllllD t. r110 '• u eth•'altiM117 u I a. 
-. that ,. .,.,. .. at I ........ SO.Sal s.a.ltr 

pla. 

A aliMloaUal hI ltoli Ia U.0 l-. ~ M tl CNd 

llft111 Ia •'"e111tl• tM tbr1d tl ~ 

I haw to)> It..._ .-JJa ... ...W M OPIII11t' wl~ 

•Raila el tM .. laJ.IIPfltr JfC:U 111.16 ~ latelft . 
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•bS.U. t• '*I .... U.. ~ tl tile Bell•' Soou&oltr 

I 
All. I haw Mia 11 ill .. , tM ,..,.. 1111 ...W 1lnl to .... 

aW.lltMl ,.,..U -.. 111 tJrll 'II r' til ·• .. ...,.., 
;; 
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r e hu e u4e •mae-au to ...-.atablhb Ollr llcbtiJic 

• n eoooo:a1otll7 eon the7 ntva to b111ld •• lbu oa the aoaal 

toUAdatlona on the Vlotorr thq will ha" •m1 uaci no• .. ••t 
aleo .k .. P 1A alll4 011 tllat - •011114 tolllldatlon ot V1otol'1, 

working 11111, aD4 taJWra, lll4 all othor people Oil the ho• trod, 

-..zrt ot •boa are DOt n01r oonracl b7 Soohl Soour1t7, .. t aleo 

bulld uw AM better J. boo. 

Thertlon, I OUUUt that the CO!IIrlll ltrl0111q 00111lder 

d denl.ng Soohl Seou1'1t7 to oner praot1oall7 all pereou 111 tbe 

ftaUon, to l nonaoo • plo,-nt lAIW'IDol baoeti h, AM to pro'fldo 

benatlh tor h!lpOI'•I'T cihablJ.lt7 &IICl hoaplhllaatlc.a. 

'i'o do thh will eoat the Alllrloan poopJ.e, ohlatlJ' t hooe 

eamlng 11p to $8,600, .p~U..te}18.7 b1U1ou. The 111Moa&J'1 

.... ~ 
additional Kroll tu"ot 1.e billion ciollan wlU ulct a total 

d~~ ......... 
ot 5.86 bllllo11 ciollara( tor Soolal Se011r1t7 pvpoaaa. 

Thera h no pntaM 011 the Jll rt ot theae lo•· lno- paoplo 

that thq oolll4 ooatortabl7 ... t thla bUJ.. 1 t 1a lalom b7 

thea, aDd d a1tte4 "J u to be a aaorlt1011 bllt 1 t 1a telt b7 

lhe luc11r1 a4 apoto- tor tbiM peopl e, ad b7 thoao of 

L'le people tb.uolna tilth .eo. I h&Ye ttilkad, tbat benue n an 

u par.dlJIC Soolal seour1 t, • 1 lilY& tapa an4 are pual tt1DC tbeM 

people to 1nYOat 111 their lllt~~r~a, thh aaor1t1oe •111 be •de 

•lllingq. 

• • • 
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I! piii'Oll tu.l alloall tm. \e '" ,..... ~ h ta 

1ohlaull• 1.11Yoln4 1a ~ ;aapu I ~~aft Olltu.& aho1111 \e 

1ubJtut1.U,•UtW ~ a"IOU a lnteJ.,Qle tu bva.a 1a 

u. l~Mrlr 1Mo• palllll• 
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On I>"'" 4. tb• item referred t o under dllte or Oetoll>'r 16, 

It 

11 
cot 1 trte tlr accurate, t'tter~fore , to a.t\1 thAt the fretunt't')" ~all@cl 

atttntt~n to the incipient dev~lopaent o f 1nflat 1onar,y prensure•. - ---..--
H 1t not 1D41e&te4 from wh&t b&ao the coot of l h 1 nc ~114 wholeaalo 

price ID41ce o have r1aen. lloth ID41ceo wore al11i>tl)' !!!L 111 

October 19llo tlw> I n September 1939· 

On ptl(e 4, the lte:n under dnto of Deceob•r 18, 1<1110, 1o only, 

t~ eonth1 l~ ter r3ther than ''~e th1ng ovtr Q rear later . 

en 0'&e 5. tho o=~tse1on o! a&terlal before the last ftente~ce 

of t~o ~uot3t1on ohou1d be Indicated. 

On PAl• --L the Preoldent 1o budGet ~•••e&• for t~e !local yeAr 

t nb4 e oked fo r $16 billions of additlonnl t ru<ee. ~. reduction or 

thl o coal to $12 billions was !!ret reported 1n the Nev York ~1mea 

for Juno 18, 1943. on pa&e 1, 
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I -.nt to pr1111lt te rou tob;r thl A.c1allliatnt1aa'a 

::u&,OGted proifta trw n111ac a441tloul taaea to help ~ t• 

til• ,,.,r. !lilt .... tbaa that, 1 .. t to npla1Ja., th1a Ift­

r..rm wu 4eruecl 1a 1\1 llf'l .. t t.... I th1ak 7W ue aUU .. 

to know 110t GAlT tbl 4eo111... • • haw -"• 'blat our reuou 

!or lillk14it tbo11 4eo111 .... 

Btllll.ll of tbl bull 101t of tha _,, 1t 11 DIMII&I"J f• 

111 to dl&l 1A a.tNIIOIIlMl flcue•• Tlal W&~t for the tltl&l 

)"'&r 1944 o&lla t• 108 laUll•• ia apatihl'llo W 1lh1lt 1t 

-a1.1 bt poulble, Q4 I hope 1t 11, to OIU'tail aOM eoni'UIIltal 

u ptuditllrlc, •• ~ lie !%~bout tha ••• We biGII 117 
DOW that OW' will1Jipa11 to tha D1MIIIl'7 tuDb, DO 

aathr ha. lu&•• hat W a clatWte tffMt oa tha 111'11 ot 01.11' 

!11:1 1.11 battle. TJa. auperlor tiJ:hUllg eqd~t whioh • haw 

11'04lloecl ..a la..Pt --4••~-• .. •r.:lta' ::~~~~al!dl'fh!IMII4~~·~·h..-s aalla....4J'Qp 

•JI!Iia::ti!P~-~~l!lllll'l;o!Q)Il)iiliillll?.' llllll'.' ... flllli'ia.I1MM has ben I , !! , 1J II• 
/n,J .3 6 " 7 'I 

peuhe, eaft4 ll'RI of thollluaU of AIUr10ID t1ght1JC Milo 
:J. 

n. 110D17 that b •••IIMI oa ltDA•ltut to keep thl IMII9' 

IJIC•&ecl oa ~oaeu of troate all o'ftr tlll 1101'11 - that has sawl 

ll!ltol4 Una. 

n. •• thlac•. 1a tM auncate, han belpt4 to Will thl 

war coat to ita preeat h~~&e pNpor\1oaa, but I aa l lal'l 7ft 
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wlll agree, 11114 I aa aure the Aatrloan people ~ree, that 1t b 

1101'tb. wb.lle. 

In tb.t hoe ot hll8• uollllh of 1IODif t o be ral11cl, .. are 

cet with a nl'f Mriou probl.ea of creatbc for th& AMrican 

people a DIW tax p i"'f:l'M that h f&iJo m4 lqllitab~. 

111 !IIUit rai11 m.e• UIOIIIlh ot aadltional .011117 for fiiWlOlliC 

tb.e r1ar and ~mb&tlll£ Wl.&tion, ana 11t in c!ol~~g it n cannot 

mrlook the fact that there il a point 'befoll4 11h1ch eoiM people 

cannot deduct trora their N enftlop11 or tana iDoo.e• &!Ill etill 

keep a fl&ilf gol.lljO. T»re il a point 'befoll4 which th17 clll!lot 

r.eot tb.l tax bill• ca •till slntaln a •t&Ddarc! of lhioc llhl.ch 

wlll pol'lllit tb.la to oontlnue to help 1n the eflocti n pro11cut1ou 

ot th• war, or of their dutlea iA the ciTilian eoon0111 wb.lch h 

ntaeuaq t o 1upport the wu. 

I 1.111 hll.i.Dr fOil thh to .. pbuiu the tact t het the TI'•UW7 

Deput111111t hu not arbltrullf 1et 40W11 a flPft II l :I &! , ' i 

~. u the aollllt to be railed, without re&arc! to the 

probleu which elllat, u4 llhl.oh .at be . t. Ne bne, onr thl 

put ltYeral IIOJitba, aab4 th& hllp of ntl'f necutln branGh 

o! ~:onro:ut hnl.JIC ea:r relatlonahlp to tu11, lnolUillil£ thl 

Ll'QJ and t he Kav. 1114 I th1.llk .. hen nusw l'ftl'1 oaDOelnble 

pl ar. to run addition& w11 a1 equl tabl.T &1111 ettloientlf u 

poaalble . 

• • • 
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,, han .uure4 thue plalla aga!.ut, ~ 
Y1r•t, the ablllt7 of the plan to ralae ~DIT 

!Jecou4, the degree of harbh1p thl plan pl.ao11 upon 

pt oplt With tixtcl 1111101111 ana with tlxed obllgatlODIJ t.JI4 

upon~ wlth 5 sz,,, llla4equate lncor»IJW 

' ita praot1cabillt7 ana coat ll'OII ~ atandpoillt 

ot 1h ' dalniltratlon. Jlo plan 11 &oo4 1t ,1t won't work, ~ .• .. 

or 1t it tur~r trite thl pat1cce of thl tupqer 1lho 11 Y-
~ 

alread, burclenecl with too IIIOh ana too complicated raper 

work. 

Ona ot our ah1et oon•14erat1on. in dtTeloplng a tax pr0£raa 

hu been tho drawint: ott of what 11 calltd "uoeu aptu41IIg 

11on.y , • It baa b .. 11 .. tiaatecl that .lnoo• pa.,..nta to indi Tlclua:U. 't" 
•lll &110\lllt to 1.52 billion cloll&l'a 1n the ! ileal year ot l9U. 

Tb. uoo1111t ot goob 814 Ml'Tio .. naibblt can abaorb onlT about 

89 bllll on of thh 152 bllllon. Peraollll t ax•• will reduoe t bl..l 

flture \,y 2.1 billlOG at the 11'•111lt rate, :U.ning a total ot 

about 42 billiOG lol.J.an. 0! thil 42 billlOil dollar• • • npaot 

to draw oft a wbttant1al DO\Dit 1n the ule of wiJ' Boad• to 

indlvtduala -- but how lllloh oan be drawn ot t 1n thla a:t n om­

s:- not , ot colll'n, for etell at thh po1nt. We do lmow that dlll'in& 

lhe caloadar year 1943 - that il to aq, thro~ the three 

crlna which ..... bl4, aM ~ ~gul.ap Bollll aalea which go 
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•~or t at:n of dehAie •hrla:U, ha4t lilt to nprua 11117 .. l'lou. 

concern over Uw growlllg co~oat1on ln the abel lllduat17. It 

anna to ma t hat ~ illmodlato lliiL jor oxpo.na1on progr&:~~ for t!lt 

eleel indue tcy 11 clear]¥ c&lltd for. • 

Jn !.lArch 19, 19U, I ut up the Detenae 5aTlnca ~tatf &114 

on ~ l illtto&11oecl ~ 11r1t1 ll, P and G S&Yillgl Boz¥11 ill an 

etrort to allaorb 1Dd1Yidual I&Yi~l ana to f orutall the 

pottntlallT 1ntl.At1oJW7 etteot. ot the upenditurea of th111 

twwl.a for oCIIIJu•n' gOCM!a. 

155 

vn Sept•beP 9, l9U, I tolA an audience ill lloatou t het -

and J quote -- •u ,. fall to tUie the control• at our diapoaal 

noYI, tt wo ! nil to do the a pecltic t hine• 1lb ich are in our power 

lo checlc i nflation now, it we allll'l '[ll"lou to e o on rlti.ng u 

tltoy did i'roa 1916 to 1920, we 11a1 f ind that f ood, !\all, ahelhP, 

alii! olothllle whi ch now coat a dollar will onoe IliON coet a!Mat 

lwi ct 1U lll1cb btf ort the prOC.II hal tz~cle4. • .\t that ti• I 

·~~~led lt*1f1o ut1-1nflat1o1W7 •IUUI'Ia inol~: 

(l) exteulc ot Soolal Saour1trJ 

(2) oontrol OTer bank cre41 t and uleotecl np1tal 

expenUturiiJ an4 

(3) red11ot1on ot non•e11ent1al zoYorD~ental expendlt~~na. 

A !tw w11b later I appeare4 betore the Banlrl~ and Cul'NUT 

Co:nitt .. 011 the Pl'loe Control 8111 uc! oal.lec1 athntlc to tM 

• . -
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ttrriba Ul'ieDCIT of the 1Dtlat1on probla. I then polllted out 

the ull.l'llll!e •IJailaritJ of the pruent prioo pat tern to tb&t of 

tb• ! l.r, t ?lorld ·.ar. I tala - &114 I quote - "It 1a tl'lll, of 

course, that price oontrol &loDe will DOt ooaquer inflat1011o 

'l'bll illll al0111 otJ~Dot •top prioe ril11. Eftl'T gonr-t that 

baD &ttompted to ohtok 1Dtlat1011 hat toUD4 that di rect priot 

control.a alone ot~mot hol4 clCICl the lU 1lhaJl thl illoo• of the 

conaurailll; public 11 i.lloNUU.. &1111 tbe tiiOUilt of coocla uailablt 

to the couwul' 11 dtcreuiJIC• .l.d.dltion&l. 1ttpa are ntCOII&.l'7• 

"It •• art to be tun of vlotory ill t!le f~t agt&iut 

inl'latlon, • • a~~t preparo furth.a t- t o incr euo t axea. .;, IIIII¥ 

have to oxttnd t he general control• onr bank ot-tdlh. •'it ahall 

certainly haTe to roduce capital exp&DditUl'le for non-defenae 

nude, and widen the tale of Defenat S&Till£1 Booh and stape. • 

On Dtc-.ber '1:11 1~1, w in&ugunted t~ Pa11'0ll sninga 

plan for t~ l't&U).u and a;rett:aatlo aale of United state~ Snl~~ga 

Bonde to ••£• tllllen. 'lithia a r-u, uu1r twent,.-r1Te ~ll1on 

workera were rt~Ularq buJi!l£ Bollda tbro~ parroll deduction. 

Thay were deduotl.Jc uarq espt and one-hal! perctAt of thail' 

PI.Y, or a total ot onr 350 llilllon cl.ollan. 

;.t the prtllllt tiM llllllon worltiN an deduotiltc u 

avorace of ptl"OIIlt of theil' pa7, Ol' a total of onr llllllcm 

dollal'e a IIOAth, aDil tu r~ ·ia ritill& conatantq. 

• • • 
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On llaroh S, li62, 1 appeared bator• thh oo-.1 tt11 &114 

propo11d an lnoru11 l.n rnenue of 7 . & bl.lll.on dollar a. 1 

1tated that the ohhf dut7 of t h e new rnenue act wae to help 

check i nflation , and -- 1 quote -- •11ot.l)lng 1n the eoonoalo 

tleld can l.nhrfu• wl th the war ettort u IIUOh a1 Ill unoontrollt4 

riae in prlou. An 1nfietiont r1 price rl.lt 11 a eource of gran ,. 
aool. al lnjuatl.oe. • 

I ban ginn TOU thl.a beokgr OWid to J'lalnd 7ou tha t thh 

infi at ionar7 tn dccy 11 eoaeth.lng thet hu b11n w1 th ua onr 

a parl.oc of yura, eoaethl.ng againat which we 1111t canatantl1 

atand guard. 

Today, two-thl.rcla of all t he i ncome of t he nation 11 

going into the pay en~elopee of people earning lesa than thl'le 

thouaand dollar• • year; and fo r thh ruaon t he people aarn.ing 

ao:aethl.ng onr a Rlletrlaaoe wage, but lt 11 than threa thouaand 

dollar• a year, pruant a gl'lat potential danger fi!'Oa the 

infi at l. onU7 ttandpol.nt. In the aggl'lgate, tt h huge group 

of people -- a gi!'Oup ut1•ted to nUIIber around _ allllon -

pouua a grut 4aal of~, and 1t h the n ight Y 
ot tbl.a 111 a money that oan oauee undue prloe rl•••• and can 

comple tely uput our entll'l eoonollllo l)'lt!•• 

HaYing t hl e 1n a lnd, and alae the nud for additional tun.da 

to flnanoa t hla aoat npanahe war, the Tl'laeuey aet a goal url7 

tbh J ll r ot tWiln billion dollar• u ~':;~~~lob 
•houl o be r ahed b7 new tuatl.on . 

• • • 
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14 ~~t..-"~~ 
.. t ......... I ! 

1 

- th w• oce' I ,, the Sino• thia goal Wll 

Trtt1Ur7 haa done ooneiaereble i nYeetirating. ie heYe gone out­

aide the '1'reuu11 oftiou, ouhide or Wuhl~~gton. 'lie !mew t hat 

t~•l• • bllllon dollar• Wll • great detlot .one7, and aa .. 

progreued l.n our inYutlgatlona, •• beoau ere ana a;ore oophen t . 

of th o probltu •• would. have l.n le'l')' ing 10 huge a t 11 on mythl.nc 

H kt an equitable bull. 

·In cr der 11:1 oheok eht11tloal into,... tlon apln.-t t he aotull 

tltuat l.on i n 'lbioh the !Mrioan terpa7er tinda hl.uelt UAdtr Wlr 

condl t1o111 , •• Mde aotull ob .. ru tlone i n the field . <ft hl ked 

to faadlit ll WI talked to 10tu&l people -- people who pq rent, 

t .. d tuir t alllilha, and 11111t t il. extra b1lh 11hioh wart11111 lhlng 

u ddlta upon thea. We oheolted olo .. l y t he rupon .. of woric lng 

people an11 taraer a a.n4 other groupe i n the Bond IJn na. 'h ude 

a uuJl lurYI7 of lnooae1 and expenditurea in one war wealthy 

lnduatrial oi tJJ a au~•T of people a t Yarl.oua l.noo~• ltYtla. 

In hlrntll to the anrage AMrioan olthen, WI aut aq 
\W'" .... . 

thaf lW nti')'One ... h "onr-earninil and our-apending~t.e.-

1'oc:;s•• ""'?· I r t 4 kg ·a!'lk zl:Lrte• •• a. the lett ••• ••••a 

. ... 

•• -
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.. o ro 1Dd too that a ~:reat eoona.lo tJ'I.Ddtlon hu oo• 

010r tbla nation ulnoe the nr becan. ":'e oue out ot a do­

proulon - out ot • 10rioa or dopreulolll -- into thil period 

or prosper! t:r. 'l'hb 111.1 not tho ca10 1n tho l&at vial'. 

De!oro ?u.rl RarbQr, '1\'1 wore 11 nation rL people 1D debt • 

• e w~ro in clebt !01' DOillf we borrowed to get t.lq on durln,g 

the let.n yous. ln debt t or neuua ... epera and auto110bllllf 

ill debt to the doctor an4 the donthtr 
----~~--~------elothu on our backl 

reople llibJst nol'lllt.l lin• were bel~ dopreued f r o12 nory 411j:t.l.t 

by tho llurdon ot _delta. --- ~-

~ol:ll ot 1t wu !oolbh dellt, 101111 ot it wu debt brought 

a!loul in on ettort to •lnt&ln a t :rpical AMrlct.n atandard ot 

llTilli• l\114 soh o! it aa Jut out and out wavoldable debt. 

CUl whatnor lt wu, it wu there. E~ before • entered tU 

159 

11ar • when 1 t 1M01111 otrr10111 t~ t ol Yillan gooda 110uld be cur­

tailed, that auto110blle1 aa4 •aouua IWiepere were to go oo~letelJ 

out of produotlon, we duly curtailed &D4 atoppod lnlhlllllnt­

pl&ll bu71D;:. ThiD lt waa that the .\muloan people - t.nd ohletl.J 

lllo ~~~lcc.n t'IO rld.nt people -began to get out o! debt. Thq 
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be;;an lo be a Nation of peopa dta~ on a oaah t.ula. 'l'bq 

be;;lll t o olok up t bue baclc dobte thot had boon hangi~~g oT., 

~·~~~ to~ Jll4ll¥ ;rear a . Evorythl~~~: illdlcatea that 

,..._ oi tho naw- toun4 galla ol the worlt1Dc ptOpa ~no» to 

pa.y t hou dobh . 

160 

3ut lhla doe& 11o0t 1n Gli:'J aenao luat11 tho dangor ot intlatlOD, 

tor non ll~ ~t of dobta could DOt abaorb onout;h o! our 

d&llf;eroue dol lar• - and eYU'"j dollar t hat b a tt c~ be epent 

to absorb aol'» part of a con.tantl.T al:r lllkin; supp4' " ~:ooda 

&Ill! eenicea. 

1 11111 t&lklnc a g reat deal here tod~· e.bout the avera&• 

Amer i can, the Nll nho l a aldne; a bout throe thouaand doll..ara a 

year -- becnUJc he 1a the one who will han t o p~ JD.O at of &111 

incruao 1n tu11. 

brolca 

CODti 

l! we are to 

to get the t;r-lllllollll• war oduotlon I1110eaa&17 t 

• • • 
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~ .u- ® !!!!X• 

Ont of the t hin&• WI oust do -- not io aatiafy the low 1A• 

w:.o i oraon but to be juat to hia - b to llllte allonnce tor 

hli.tdahip eu... RYIA while wt llJ'e aett1ng out t o &et !!lOPe l:IOUT 

! Na 1110at people, WI need aoturU.lj to c l n hx roller t o aolll 

people. 

Tw, u an example, t.he anrage !lllrried liiAll wi th t1110 

d•pendenh .Xi118 $1600 a yell' -- •nd there ere hundreds ot 

thouunda Ulco bla t.hrout;hout the oountl"/ . 'l'o thh Jlll.n, rnakina 

~~~ than =30 11. w~tl:, ol t u ot $50 a yet.r le o. burden - a bur­

den mny tlmu hearler to b.1m thaD ~~~~~oh larger 'IIOuld pron 

to b• to a poraOA •kin: a t n hlmd.recl dollere aore a year. 'lhl 

.. rio11111111 ot thU problm doepena 111 we tint! the am nakl.Dg a 

l ll-luaand clolllll'e or U. widow aupportin.; her cilil l dron on $000 -

am thoro &1'1 MIQ' like th•· bh 

~l.aoa, in lht !aoe of axpenatf a~l don;; t 

du po n ta.1"'...t.1U.., 

lhoa ln t axoa. 

.. • • 
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The program which I will pruent to rou today tuea t hat 

lnto con~ideratlon,~ ~ ~ ~ 
~~~ ~~~t dt our lnv~gati~c•~v~J!".we;i~ci.~ 
tho••o is one further general recollll!endati on that I want to take - l 
that everz posaible step be taken at thl1 III DiOD to reduce the 

:mp1icationa in our tax lawa 'itlich JlllLb i t neceuary f or ~ r 
tho """llut taxpayer to r 111 out b I f h· COI'lplex ana diff i oult t -
tu ! ol'll14 • 

• o a~nt a great deal of tiz:le attOIQ~lng to al.mplil7 the 

Septmber 15 f ol'IU. I think ·ae u.de it aa al.mple aa it HI 

pocsible to make it under the t erm. ot the ver,- complicated law 

pau ed ln the last nul on. flaM ot o UF dmp11f1oatioft waa 

te8111!1pli:ehe41 V8Pf IP1rdt~ 1 b; pu8tpo!U~ !UIIIIJ crf the diffl cul,t 

tho e.l!:tpillieation o1 t he lofuch 15 form, but I want to aq 

~~ that it ia ~ teelln& that the public resontmsnt ~ninat 

1111 t u fom that oan 11 .. t the requi rement. of th i a present tax 
. -;.., 

law~ a great deal of reaentment ..one t he _Ame•loan 

peopl. • 

I aa 111re that CoDgreu agn111 that there 11 a great deal 

ol roaa for> aillplU1oat1n 1J1. nr tu lan. I cannot here go 

into the detalla of aiaplltloatlon, but I want cezotalnly, to 

recolll.uncl the oollblnlnc of the Vlctoey Tu w1 th the Inoollllt 'fax • 

-

f 
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!bat h part of our propo .. l. 'Ibe Victory Tax acnu eapeci~ 

to oo::plicatt rctura foru. n. Tax in 1taolt 1a oompl1c1h( 

and it is e!P.lcul:ated ditterentl¥ md on 1 buia or cUfferent 

010::~ptlona from the lnocne tax. Conu qiWlt}¥, there 11 no 

preeent H&)' of tlmpllf11Ilg 1 t on 1. tax fol'll to GUch 11.11 extent 

tht t lho ':'.OJl in thAI atr .. t Cl.ll W will tan i t in bia atrldeo 

il wi ll not han ed out o! reason. 

rnenue which t he Gonl'DI:IInt •::1 11urreot~;:,t 

':'hm: 1: not 1 creu dil!: b far lou the 

-wiU 1f 'b ' qrico.n t tu: pl!yor. Tha.t'"' 1 w.h¥ I am urging that -
it bt dono, 

Lot m' toll you iMw about our opoc1!1c reco:<:lendations t~ 

the taxpro., rm wh1oh I ; lncorely hope can JCI paueil betoi'G the 

em o! thia Tear, therebr aakill& it poaolble to apero the publtc 

the cooplicatlon of retroactlTe taxeG, 

I &.'II rooo!IIMDillDc a prQGrlll t o l norec.co tedorlll colliotlODI 

1€3 

b7 aprrox!Ju.tol.¥10. 5 bllllon dollar• f or a full ;rea.r ot opiJ'•tlon 

under ool¥11t1ona t.nticipated for tho noar future. 

! rec~nd that tpeoe tues be raiaed throueb an lnoroase 

in :~t:t lt and Citt Tuu, corporation Tu11, Sou oted :C:Xciae Tax .. , 

and Indlvl~ual Inooa Tax••• 
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Eah tt Taxu 

Zsh h Taxu ht.Te beon a part of OUI' fedor&l tu atrueture 

al.noo l:llG, but I:M total contrlbutloza ~ b .. n Wl4ul¥ -u. 
In thil per1o4 ahead .11ha groat ad41 tlonal revenue b •••••"'1• 
u b te tax f:'i:i;:;;;; lhoul.A contribute u lwn111 u poul'ble t o 

the coat of thl war al011g with other gl'OIIPI of tupqere. I a 

r.~~:cuUJii that 1:M ox•ptlOD tor Eatato Tuoa be roducad fPOII 

..-S60,,000 to $40,000, thet Eetato alii! gitt tax r&tu bo lnoNuo4 •• .. 

thl'ouzhout the aoale. By 10 dolllg, we can ral10 an adclitioDal 

_;,;~Hllon dolan OD a fu~ 1•ar'a 'bu~•· 

Cornoratlon Tu oa 

I t i s reoommtnded thnt eorpordt lon taxoa bo tncroa&ed • 
• 

:ltaplto hoa..y inoraaua 1n 1 axe a, tho not l noomo o! corpor·ntiona 

ro 'llinlnc A!t or tuea !!an steadily rio on \ i noo l :l3; at the JOato 

~~ 0:10 bill!.on dolliU'a A you. .Uter ~~ dhidenda , corpor­

allo~ wlth not inco~• nill baTo added t o lhftil' cn;ital out of 

ar:~l~1 , u uti~:~ahd l.a bllllon doll::n durinc t.he ;co.rs of 

l:J41, 42 and 43. o thcrdore nco~ond t W.t co•·poration taxu 

ln <;t noral lHI rahod, but t hat a:all corporationa ahould be t;lnn 

~o re faYO rabla treat ment. our aohedula f or increeclnL oorpor&tlOD 

laxu bAa bun I'IOrkod out al.ont; thil line lllld 11ill ralee an 

~ · 'tUonc.l 1,1 billion dolliU's . 
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~~-(~ 
Bxeh• 'i'axu ~ 

It h the btlld o! t~ TPeuurr Deparl•nt. t hat aa rtu 

G 
lJI exc1u tax rdu, aN! t~ lliiJ)Oiilllt of any exolu1, h • 

wt.)" to ra.ho ad41tlonal I!IODIY durlll{! a war porlod, I.lttle or no 

lJiereaat ln adminlctratho mGhlneey 111 I'OCllli r e<l . ItenJ ce.n bt 

aeleolec1 ll'.llt aro co::ro4H1ee and eavlnJe which nud to be 

eonlei'Ytd !or wu pur pon• c.nd addltlonal taxoa can be ; laoed 

upon o;-tlonl&l ltcu o! expenditure euch 11 ll(!tlOr r,ncS tobacco, 

The tax raloa that we are sug~eatln~: ha"''' been fl.ttod to the '111!.1' 

Uce o~n<!ltione o! aupply and clomand !or ei.oh lte:n aepuately. 

ilben thoae conditloDJ chAD&•• I ehall reoO!alnd rovlalon or the 

lax ,•&tee, llndor the schedule rhlch we will r ruont to you in 
'2-~ 

deh.ll, 110 Clll\ r a iao IJl addltlone.l :l\u btll1on dollarc thJ'ouch 

incroaou in prooont e~cilo tax ratu, OJld through new !lxcioea. 

The tu Uloreu .. o! 11hiob I han apolten - the Estnh an4 

Gi!t taxee ot tour huiii1Jo.a all Uon dollara, the corporation tuu 

o! 1,1 blllloa dollara a.u4 the oxc:iau o! 2, 5 b1lliou ~ up t o 

• total )f 4 bUlla 4ollua. '!'hia, o! CO W'IIo h nawhlre near 

enoiJth, Co.UeotloDI ader the exhtill& tax lan during the 

fhoal ;rear of 1~ an expected t o a!IO' tl'lt to 39 billion dollara. 

ihia t llrnte111 protpeltlft detlolt o! 70 billion dollara, which 

llllll be 111et b7 borrowi~~~t to the extent that &ddltl0111.l t u r nenue 

Ia not aocure4, 

• • • 
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'" 
In order to reduce t hh bori'Ow1111 load, I u Nooamendinc 

iJicreu u i n indh1dual in oou tuu to yhld an addlUonal 

615 bU H ona. Uth aqui tabiUt, in t he inoou tax progna it 

11 obdoua tba t our population oan PI¥ t he11 a4di Uonal tuu, 

u tht inoo:~~• pa~ah to 111111 d duala a!ter tuu han in the 

put !lw yura bun lnol'laat d by 11nrd tl•• the lnoNaat ln 

1nco111 taxt1 which han been thua far iaJIOitd, 
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Adding t t l• 6.5 billion to the 4 billion derlTtd lroa other 

tnu, woul n total 10.5 bllllona for a tull year of operation , 

Yr~y, thla ia atilblaot enough but it it aa auoh •• .. ean 

juatltiabl y reco-na, ruU ling the llal ta tlone of taxation 

proctuu. It h 11 auoh 11 w" oan juet1thbly ult without 

cauaing undua ht rdahip on t ho It w1 thout an inorea11d eblll tT to 

pq . To take eare ot t hou who ban a naUy l ner1111d ablll ty 

to pay -- and ot t htlt, ot oour11, there al'l a great UIIJ' -

•• auat u.lntain at tull epeed our wer l oan oapalgna, wblch we 

know 1.1'1 cutting dt1pl7 into t he lncreued earning• ot tholl 

Aurloan people who han thM, 

In planning a aohedule to raie• t hia 6. 5 billion dollar• 

in ac!dl tional l nco• tuu, w ban •rged the Vlo to17 Tu 

lnto t he inco~• tas, 

•• -
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7bt poat-war credit wilioh 1J now p&rt o! t he Vlotol'Y Tax, 

a!nu.Ul 'bo tCinlain~d 1n prlnc1pll. !!own er, Iince C'll'Nnt 

o!!soh iJ.lond IL(;dll.lt the roet-war CI'Odlh 1u the 'lictOl'"/ ':'U 

pr&~tically olimlnAtea Its ; oet•war eharaotor, I propoae the 

intJ•oductlon of £1nUluO pOit- l'illl' Cl'Gdlt.e to protect the inc­

of t!.o b.er lnco• gr oupa. 

I N~"'· m d t hat thla poat• war or~l t be paid i n the fol'lll 

o! wllrvi VOl' I WW'&JIOI • ~hie would I Uppl iiiiODt the iuJOI:l'&IICI 

f rovlalona of t he ~oclal Securltr Act . I!, howenr, tha tu­

p*lfOI' dldn ' t wllh to take thh rt!und l n l.na\ll'ar.ce, he coula 

roooivo it l.n caeh at a 25% aiacount below the value of tho poet• 

~;e.r credH !Jr the purchllse o! insur nnco. 

1 J:urtl:.o r uuc;:eet U:at t:1ln poet.-mLr crodi t. be ::mdo 

l ";'IO•I l.Alel,y nva.l. labla for tho protoetlon of _:>or •ona with fixed 

I.Lc0....$11 es:ooilll.l;t thoae in tho l.ol1GI' brAOlc:eh ..mo ~t be 

&ijOjict lo uaduo hardubips bcc;uoo of tnx incroaoeu . 

I CMuld lib to t w a 1.10:»nt now t o tell ;-ou u actly how 

~it income tax echedult will work in &ctual praetico . 

7lko, tor exa~le, a marrle~ per•on with two depenaont•J 

wier the precent law, t he exe.ption woul d atart at $1900r UD4er 

th, rroroeal, , y0111pt1ona v:oul.d aial't at $1700. 
~ 4 Mf .(.otc,-11 

.l i"J raon
11
eenz · IIC a titoua&Dd ollara a :year will pq a I:J'CMI 

lu IIMtr the pr11ent law ot $25, ot whi• $11 1J hll re!WIIlUla 
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victoi'J Tu oradi t. l.bier t he niW propoaal, he will not be 

,.qul rtd to PAl tu. 

168 

If auoh a pareon 1a eamlng $8, 000 a r•ar, he 1a now piT ing 

a groat tax or $3t7, or wbioh S&o ia hla retundablt tax oredit. 

IJJidtl' tbt Dill propoaal, h.l would PAl S884 gron tu, or •blob 
115,_ 
~ould i.• retun4ed. Be 1a thua pqlJii S57 1101'1 in gron 

..P'S 
tun, or ~,114"' in ut tu11. 1 Mrrhd peraon with tm 

dt pt ndenta ••rni.JI& se,ooo • r••r la now pqlng tt tha rat• or 
•• • 

Sl,7S5 or wh loh $182 h hia Viotor7 tu retund trtf:t· Onder 

~· pNont ........ ho .. ,. POT $2, ... ot !J,i( 'I!J., h N"""oblo, 

Ht would tbua pa7 $788 110r1 in groaa tax or~ in net tax, 

At $25,000 par 71ar, a married paraon with two daptndtnta 

1a now Piling $10,171 or whloh $5Q7 1a ratundable. ..a 
~U'" 

Under the Dill propoaal he would pq 113,750, or which ):!1"'--

tllt •d.u allowable under tbl propo"d prograa -- would ba 

retundable. Ht would thua ba pqina S8,57i aora, or • nat tu 

lnertUI or= 

" 
It ia ., ballet, that the propoaa1 I hall juat ada, ia •• 

equitable 11 1111 tu 10 hvce oould poulbl7 be. It 11 -.a.tl.-1111 

tht. t 10111 lnjuatioaa will bl dou, bllt tbl" will be greatlf 

IIIOdltlt cl oertalnlr by tha ralier pra.hiona whiob are i.noluded. 

Regraded Unclassified



"\( 
- 19 -

169 

B1 eocblnlllc the Vlctoq Tax with Income Tax, we can great~ 

Ji'lJ)li£1 paper rtOr k on tho part ot the tup&;yer - and I mi~;ht 

add that thil could be further 5impli.t'1ed bt aboliahint; earned 

income crodlt, which I atron&l1 recommend th&t t he Conbr•s• 

eonaldor . 

7hert la one f urther rtco~tndatlon I ahould like t o make 

to thh Co:nltt... It .U not a pa.rt ot t he tax propoul but 

1t bear a a dla tlnct klnahip to it . 

I cbould like to reco~ena, oa enthual&atlc&ll1 •• I know 

how
1 

that you &mpllly and extend the present Social Securlt;y 

tw.. ~ 
A eubetential lncreaee in those taxu 1vould bo of great 

aarvlco in dlminiahi111: the t hreat of lnflai.lon. 

•JoU......,..,·,.l iv~,t_~d~t? .. -;~ . .. ~~?}•~o 'IIOUld bt co~~ lrl~ 
inoruel)lne'~ !:;r:lt~uu~en lltlt rlith 

inltrut and enthuaiualiiurnn Bad~ 8ue:uU1 iiq ttuu ,... 
At..~~. ~ ~, KA..II 

l 't!t t tht! au a !'" n' W· --;; i'£:7,.u 'h R'£ ep4 
~~ ~c~t< .,.,_..;c-
it la; tho g::Zidafor ~ 1 h& ~·ct. I have been au ured 

lhat tho people who would han to pq ..._ adclltlo~ ~ 
1\ 

••o the wledo• ot makl n& tAt lliDt ll&r,r additional eacr lfictl. 

lu w; iat1mat1on, thl1 ia thl aaat pcaalb!Li i&ltttloa L& 

•• .. 
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We ban ..U arrancn~nh to ra-.etablhh our llpt.inc 

M il eoonoal.o&ll7 llbeu the7 ratum to build ~· lhu on tM touD4 

tolllldatlolll on the Vlctoq tb.7 will bav. "'IDI &Ad ncc w -•t 
also k"P in llind. on that ,.. aolllld tolllloda t lon of Vlctoq, 

workintl un, and fa~ra, and all other people on the ho» troot, 

IWl1 ot ·whoa are not no• eoverad. b7 !:oolal Seour1 t,y, 1111at &lao 

build ·n•• and better lhu. 
Therefore, I euggett .. ~· &k~tl Plttel Ottt .. r .. ~thia 

:::::. :::: :::t.:::.c:::~::.:::1:::l:.:;::::e~:::::1::., 
Soohl SeourltJ to oonr praot.loall7 all pti'IODI in the Jation, 
to lnoru11 e.plGJMAt lnlllr&DCt btnttih, and to proTla benefit• 

tor te11q10r&I'J dlaabllltr &lid hoqltallaati on. 

To do thl.a will ooat thl AMrioan people, ohhfi7 thott 

earning ~p to $3,600, appro1~tll7 8.7 bllliona. Tht neceaaarr 

&d41 tlonel r• roll tu of 1.6 billion doll are will a&kt • total 

ot &,36 bllhon dollar& for Soolal Suuri t7 pw'POHI,('.. a ' ar ._ 
.. . i ilctu pzput d l lpkse tlu•ac •>e 

I 
! 

0 

•• • 
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·,J.oro 11 nn &'l'otenao on the part o1 thue la-lnco:~~ people 

t~t thor coull co:l!orlabl¥ 1:2oet thia bill. lt 11 kno111 by 

the~:~, Dl\ll atbit tod bf ua to bo a aacr ltlcer but i t la £elt ~· 

the l~ •ulor: o.nd ~rob.-n f or then peoplo, CUll! by thou o! the 

GOf.lD lhomaolToll w1th uho:1 I hAve tulkod, tht.t booauao \lll .,. 

.:.vunll~ !:oela.l ~ oc:ll'l t7'a ndv.:.ntll(;ae IUld r.re pcr:Uttill,:; t.btee 

... o le t.o iavect in thilir tuturu, t.hla 164rif i~ will be riiGGI 

uj.! liw. 

e' * ! ] ] .uO l aop I W f !M o 9! t o nett tbe tdd1tlqpel hprin 

' .,. , 
Vvo...CA.A.~ I QtA 2 1 c "Ytdt 
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~ 
we are taoed with the very serious problem or lreating tor 

the .uoorioan people a new tax program that is fa • j a'i:J equitable , 

tha t .-111 raise more money tor the war , that w11;/- '~" whs. t 
'1~ 

excess or 1ntlnt1onary tunds may be endangering our economy, and 

ll'la t will not break the back or the average Amerioan ta.Jq:e.yer. 

Probably never before he ve there been so many v1 tal raoto rs 

to ooneide r ln any tax program. .... because we o.re dealing in 

ne tronom.l.oal !lgures,\ never~ ~h be~s~or,.~ssi- ~·. 

b! 11ty ot unfortunate ~Just~-'In our eak:;;ess to raise ft...,.~ 
l dd1t1onal money tor t1 nci ng the war, we must not overlook the 

~net that there nt beyond l'lhl.cb the worklng man cannot 

deduct !rom hie and still keep b1s family goi ng. 

After hie to.x burden r a certain point , he cannot meet 

hie to.x bills l.llld st1J maintain the t atnndard or living and 

r:orale essential to yne effective prosecution ot the war. 

I am telling y u ~a to empbas1%.e the tact tha t the 

7reasury Departmen knows these problems ex1et and r:rust be ut. 

In our effort to eet th e~:~, we have asked the help of every 

executive branc:b 
1 

t Government having any relationship to taxes, 

1nclud1ng the Arrf' end the Navy. 'lfe have exalll1ned, I ~nk, 

every conoeivabl plan to raise additional taxes. 
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./ ... ,_, ~(..., I "; 'f ~ ~ (i.h ""- , •••. ::l;w·I •••. ,L~/ p:/ ~ 
~Dwr-ing t he to ure 1 of the l:as t ulna awallta, a 1 tJ , 

eighty-five specific plans have been suggested, devel oped, and 

examined against what we believe is the onl y yardstick that makes 

any sense i n this year of war, 1943, We have measured these 

plane against : 

First, the ability of the plan to raise money; 
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Second, the degree of hardship t he plan places upon people ,. 
<........_o....~ ~~ ~. ... vl.. ~" • 

of f ixed incomes and with fixed obligation~ and ~ -....._ ~ 

Third, their practicability and cost from the Administration~ 
standpoint . Jlo plan is good if it won •t work, or if it further 

tries the patience of the taxpayer who is already burdened with 

too much and too complicated paper work . 

B:::•USB W~ ~~:: has lleen sa:!_~.~! n:e_:n:flv~tll~? 
-eonoet'nillg intletLmt @ e of our chief consimitlO'niiiJs been the 

• ' .I ~ 4 L...._., tw-1' ·; 

drawing off of what has been so oft en called "dangerous inflatio.DIU')' 
.. I .- I .......,...,/ ' 

::oone;r. • It hu been pomted4Telt • n * l]f that our National 
., t..,..,. I I -;,:... 

i1l 146 billion dolla.rs in the fi seal year of 1944. It is further 

po inted out that the amount of goods and services available can 
~'fl l , I I~-:>- « t , A ~ I" i ,. I 

absorb only 78 billion of this~S billion. It is therefore1, 
""".,.,. ...... ,~ -/, ' t~· .. ,.,..,.. 

reasoned that there h a dangeroua inflationacy gap of ...60- billion 
d V<.Ae-J <~-uw•(. ~ 
ol lar s, and this gap accumulates month after month, year after 

year, as the war goes on, and pr oduction of civilian goods is 

decreased, and the aupply of things to buy becomes progress i vely 

taore lillli ted, 
f 'J. / , ( I 

/~I, 
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It has bean pointed out that four-fifths of all the income of 

the nation is going into the pay envelopes o people earning leas 

-· than three thousand dollars a year; rtJ!: therefore it is reasoned 

that the people earning leas than tl!He thousand dollars a year 

present a greet potential danger from an inflationary standpoint. 

1711 

It is said that they have 11. great deal of excess money and that the 

weight of this excess money will cause undue price rises, will tear 

doll!l the value of the dollar, and must of necessity completely upset 

our entire economic system, 

;11 th this in mind -- and b.aving in mind, also, the need for 

additional f unds to finance this most expensive of wars -- the 

Treasury set a goal early this year, of twelve billion dollars a.e 
AU>/ 

the amount of money which should be raised by t axation. 
"\ 

Since this goal was set as an ideal worth appi:oacbing, the 

7reasury has done considerable i nves tigating. We have gone outside 

the Treasury offices, outside of Washington. We knew that twelve 

billion dollars was a. great deal of money, and we were . fully cog­

nizant of the problems we would have in levying so huge a tax on 

~bing like an equitable basis , We fully realize that designing 

this t ax, in the last analysis, was going to require a process 

different from any we have ever tried before . We knew ne had to 

balance off the economists figur es with actual observations in the 

field , since there is a great difference between the statistical 

working man, and the working man who p~s rent , feeds ~is family 
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heal thful food , and meets all extra bills which war time living 

J~1es upon him. 

To help us in this direction, we made numerous checks . 
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b1 1uwtr tbis- \jl as tton EO oat onh sat1efactsiaa, ·va •k 

,,.. ... -.MHI~, We "~osely the ~lc;rf! of working 

people in the bond drives . We made a small sample survey of 

ioCil::leS and expenditures in one war-wealthy nd~.:Jial city, a 

survey of people at various income levels , ~'have 
.. J. ,,. ' /!>.~ • /1 

founat evidence of dangerous inflationary spending , although 

ic certain isolated ~we, like everyone else, have seen 
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<:...._~ . 
i:;dividual cases of such spendi~nfortunately, 1Lke all i !T!!guler 

have attracted wide attent ion and h~~e~udiced 
t~ publ{g mind . k ~ 

2 

r A great economic transi t ion hns come over 

the war began . We came out of a depression --

- _, 
this Nation sine~/"\ 
out of a series of ~ 

~ 
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depressions -- into t his period of prosperity. That was not the 

case in the last war. 

Before Pearl Harbor, we were a nation of people in debt. we 

were in debt for money we borrowed to get along on during the lean 

years . In debt for vacuum sweepers and automobiles; in debt to 

the doctor and the dentist; in debt even for the clothes on our 

hacks in many cases. Literally millions of people were li'Ying two S­
end three families in a house . A large percentage of young married 

couples had never been able to move out of the homes of their 

parents, \'/e were a Nation of peopl e 'flhose normal lives were being 

depressed fro m every angle by the burden of debts . 

Some of it was fooli sh debt , some of it was debt brought about 

in an effort to maintain a typical American standard of living, and 

much of it was just out and out unavoidable debt . But whatever it was, 

it was there. Even before we entered the war~ when it became obvious 

that civilian goods would be curtailed, that automobiles and vacuum 

sweepers were t o go completely out of production, we wisely curtailed 

ar~ stopped installment-plan buying. Then it was that the American 

people -- and chiefly the American working people - - began to get out 

of debt , They began to be a Nation of people de&lng on a cash basis . 

Tbey began to pick up these back debts that had been hanging over 

them, in some cases for many years. Everything indicates that 

llUch of t he new-found gains of the working people have gone to pay 

ttose debts . 

• 
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v;~u,.-ge. uation. 

For ever y one ta.i. tize~ wh? is over- earning and over- spending, 
d ll • 

tor every one who is buying "silk shirts~ as in the last war, thero 

are thousands upon thousands who are not \ Moat ef tbem have no 

1ppe•\uUr h ie e o~ regardless of any increase they might lien l.n 

their incolila~~r the most part, t he American I'IOrking man is 
1<-..:t t . .. ~t~., ...:¥' m ~ 
t! g£1 i g to make ends meet with a pay check f rom which hes been 

deducted, even before he gets it , an allotment for War Bonds, an 

allotment for Social Secur ity or old age pension, a substantial 

• 
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advance on his tax bill, and perhaps other charge~ch are 

necessary in connection with the kind of work he does.) 

And it is to t hese people -- these many millions of good 

~crican citizens who are turning out the materials of war in 

unprecedented amounts - - that the tax program.must be tailored an d 

fitted. We cannot pun~:! through exceas~at ion simply 

because one out of a thousand of them has more money than he kno11s 

ho~ to spend intelligently. Taxation is not a medium for vengeance . 

I • . 

• 
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Our experience in \a111 i~in· a has proTed to me beyond doubt 

that the hsarta of the American working people are sound and they 

are more than wil ling t o do their part . Thla is a precious possession 

I 

• 
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,Oich we have in this free country, and we should protect it at ) 

all costs. Primary consideration should be given to these people 

in framing a tax bill; and thit' is exactly what we have done 1 with 

the sanotion of the President of the United ::.tates . 

The sound, strong American must be kept strong and sound . 

Re must be given every opportunity to become a better American, but 

we zust not let him be legislated into doing less than he would 

do on his own simply because one of his neighbors, somell'here 1has 

failed to live up to his obligations . 

I am dwelling here today on t 

the man who is making \kousand dollars a year --

because he is the one Who wi ll have to pay most of any i ncrease 

in taxes . 
"! 

In the high income brackets , taxes are already levied at 

such a rate that they cannot be materially increased and still be 

collectible . Moreover, the vast majority of people are in these -lower income groups, and taxat ion, like everything else to Americaaa 

is a .product of, and subject to , the wias of the majority. There­

fore 'they are the ones who must be sat isfied, because they are 

the ones who must pay the bill, 

I might add that they are the ones whose spirit s cannot be 

b~ken, and whose incentive must be maintained, if we are to con­

tinue to get the tremendous war production necessary to victory. 
0 
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Therefore, I will aq without hesitation that the means employed 

in the new tax bill must be agreeable to them -- as agreeable 

as it is possible for any plan that a eta out to take their money. 

we at the Treasuey have discussed various plane with tha 

working people and with their leaders, and we are confident that 

through the proposal which I em about to make we will be able to 

raise a tremendous amount of money to be used for the war . It 

will be paid willingly and eagerly -- even though the meeting of 

the indivi dual tax bills ma;y mean discomfort -- by the American 

• I 
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JID[Ill)RS OF CONGRESS: 

I want to present to you today the Administration's 

susgested program for raising additional taxes to help pay for 

the war . But more than that, I want to explain why this program 

was devised in ita present fo~. I think you are entitled to know 

not only the decisions we have made, but our reasons for making 

those decia ions. 

Since the }Qi3 tax "'ill •• , i ptradnc•d, at '·eat Qi epectflc 

c: = ::: :~ffi·::::::::·· 
~ \'"",;:, huge otd&i in any tex progr•m, ~cause of the/cost of the war, it 

is neceesary for us to deal in astronomies~ figures . The budget 

for the fiscal year' 1944 calls for J::lf billions in expenditures . 

~do not need t o tJ.t tell you that thu 18 e. huge amount o! money -­

llmosl a i'autaaHo a••'- And while it may be possible, and I 

hope it is, to .curte.il some govo1'1ll118nte.l #pi'IJJ;f#t expeEt<ll~ur·eJ 

we ce.nnot be frugal about the war. We know by now that our 

will ingness to supply the necessary funds, no matter how large, 

has had a definite effect on the lives of our men in batt le. 

Superior lighting equipment which we have 'lleeu allh i;e produceq 
~ ~- . 

and~~~ the medical equipment, the sulfa drugs and the blood 

plas~~~a -- all J;J. ~~ly expensive, ' • •t has 

saved the lives ~ican flghling ln. D'ne money that ia 
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expended on lend- lease, tb sa 6 , L t h au ad to keep the ene1111 

engaged on dozena of fronts all over the world -- that ._ has 

ss~i~~{. ~se things , in the aggregat~Xo build ,t !i; 

war ~u;{; trl#fj l>/ t ·o its present huge proport ions, but I am sure 

you will agree , and I am sure the American people agree_, thet ~ 

-t i& noll a peAt. d ~ ~ , 
Ill phnwlug a tif bill for 1944, we have been i n a rerr 

Aoerican people a new tax program that ia fair and equitabl~ ~ 

will p·J e· • art • •a•f fat the waz, that will' eb•orb • xc• ss elld 

i:af'latlosat) tuuda whick _,. it aaieage•i.l8 t\lP aaaaollf •pd that 

-Jtill-ne\ ee11t$ lata lnakNptey a eMetas"i al pot iliea gf the AJMrioan 

si'AP1
• · 

We U''t )tft\, feui w~eeapii• ot. rais--huge -
amounts of additional money for financing the war and combating 

inflation_, And yet in doing it we cannot over look the fact that 

there is a point beyond,which som~ wu lshg people cannot deduct 

frorn tbelr pay envel~ttll.'~a fMiily going. There .... 

-lOM-i-ta +b' • cmmt ry Jbose tax burdens can reach on1F ' certaJn 
...... "" 
~point , beyond which t hey cannot meet the tax billa and st ill main-

tain a standard of living which will permit tham to continue to 

help in t he effective prosecution of the war, or of their duties 

in the civilian econom, Which is necessary to support the war. 

.... 
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I am telling you this t il that the 

Treasury Departmen~ bas not set down a aq ' 1 figure 
14 ,~. f ?.JL-~~ e-"t4.~h /..t.f4. :tJ. 
f),-. .e a ~~. without· regard t o the problema which It~ ~~ ~xist, 

end wh ich must b& met . I =jsht eey fu rther that i n our effox:t 

to meet tbnee prnhl eme,\.,.fe have, over the past several months, 

asked the help of every executive branch of government flf 

havill: any relationship to taxes, including the Arm¥1 and the 

Navy , And I think we have examined every ~ceivable plan to 

raise additional taxes u ~ posai~ 
We have measured these plans against: 

Fi st, the ability of the plan to raise money. 
---">...J 

, the degree of hardship the plan places upon people 

incomes and with fixed obligations; and upon people 

with grpssly inadequate incomes ; and 
tluj:r A& and 

Tblrd, t¥~~practicability ~~ cost fromAht the standpoint 
.-/ ... 

of Wi.t Administration. No plan is good if it won 1 t work, or if 

it further tries the patience of the taxpayer who is already 

burdened with too much and too complicated paper work. 
I 

One of our chief considerations in developing a tax program 

184 

has been the drawing off of what is called "excess spending money •" 

It has been estimated that income payments to inclividuals will 

&lnount to 152 billion dollars in the fiscal year of 1944. ~ 

faJ•lbeJ pointed out tl!.a~ ~he amount of goods and services available 

can absorb only about 89 billion of this 152 billion. Personal 

• 
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(1~<-L<. ~ ~ I., 
taxes will auell!lt 21 billion at the present rate , 

lea vi~ a total of about 42 b~llion dollar s. Of this 42 billion 

dollar s we expect to draw off a substantial amount in the sale ot 

war Bonds to individuals -- but how much can be drawn of~ie way 

we cannot, of course , foretell at this point . We do know that 

duri ng the calendar year 1943.- t hat h to sa;r. ~e three 

dri ves whi ch we have had, and the regular Bond Sales nhich go 

on 111onth af t er monthl\ we will have absor bed at least 17 billion 

dollars or thi a dangerous money in this way. 

That of course still leaves a substant ial amount of money 

that the consumer will have to spend; and ~~ as the product ion 
and 

of civilian goods is decreased , /the supply of things to buy 

limite~ the 

~ch Congress has enect•d 

We , at the '!'reasury, hate beau cugntzant of tlle tln eat of 

tnf'latiaR fer 11are tMR: i'eu~P yaa Pe , eadr have made numerous f 
reco~ndationa over the years to help prevent our being caught 

in a whir lpool of r i sing prices . As far back as October 16, 1940, 
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with the cost of living having then riae!l about two points, 
• 

and wholesale prices having gone up about five points , the 
(A.{( ._.J ~ fD 

Treasury ,.J" ' •s h !l the incipient developlll8nt of inflationary 

pressur~f-J~XtK~ resul ting f rom the capacity shortages then 

beginnine to appear in various basic-material industries/ If 

Steel, zi ne and copper had already gone up in price, and 
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consumer purchasing power was on the rise. It became obvious 

even then that we ll'ould need to restrict purchasing power or 

increase production, l f this bud of inflation were to~be nipped. 
~ ~~ : 
~ ·over a year later, on December 18, 1940, !:he '}'Peu•i~ 

"'"8 1 1 reoonrnend~a ma jor expaneion in the steel program. ~ 
/h. 

said ab ""• Ume, "My interest ~ forestalling potential 

1~X~tKP~~JfJXdi~•tt inflationary develop~ents that would 

reflect unfavorably on the economy of the country, as well as our 

wbille fiscal program, and in guarding aginst possible shortage~ 

ot defense materials, lead~s me to express my serious concern over the 

growing congestion in the steel industry . It seel:lll to me that an 

i~ediate major expansion program for the steel industry is clearly 

called for." 

On March 19, 1941, I set up the Defense Savings Staff and 

on !Jay 1 introduced the series E, F and G Savings Bonds in an 

effort to absorb individual savings and to forestall t~d.fx,o~ 
~ infl~fs~ Cl3 fk~~f/{ ~ 
tor ti.l consume~' 5 ' be u goods . 

Regraded Unclassified



- 6 -

On September 9, 1941, I told an e.udience in Boston that --

and 1 quote - - "If we fail to use the controls e.t our disposal 

now, if we fail to do the specific things which are in our power 

to check inflation now, if we allow prices to go on rising as they 

did from 1916 to 1920 , vre may find that food, fuel , shelter, and 

clothing which now cost a dollar will once more cost almost twice 

as much before the process has ended. " At that 

specific e.nti- inflationary Jlll8asures indluding: (1) control over 

bank credit e.nd selected capital expenditures; (2) extension of 
and . 

Social SeODrity:/(S) reductio~ of non-essential governmental 

expenditures . 

A few weeks later I appeared before the 1:#/1 Banking and 
~P. . c~~ 

Currency Committe~nd cal~attention to the terrible urgency 

of the inflation protleme~ ~p~d out the a !arming similarity 

of the present price pattern to that of the first World War. I 

said -- and I quote - - "It is true, of course, that price control 

alone will not conquer inflation. This Bill e.lone cannot stop 

price rises. Every government that baa attempted to,icheck inflati 

has found that direct pri ce controls alone omnot hold dO'IIll the 

1 

lid when the i ncome of the consuming public is increasing and the 

amount of goods available to the consumer is decreasing . Additional 

steps are necessary ·'-
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•If we are to be su.re of victory in the fight against 

inflation, we mus t prepare further to increase taxes . We may 

have to extend the general controh over bank credits . We shall 

certainly have to reduce capital expenditures for non-defense 

needs, and widen the sale of Defense Savings Bonds and Stamps . • 

On December 27, 1941, we inaugurated the Pafroll Savings 
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plan for the regular and s;ystematic sale of United States Savings ... 

Bonds to wage earners . Within a year, nearly twenty-five million 

workers were regularly buying Bonds tP through payroll deduction. 

Tijey were deducting nearly eight and one half percent of their 

pay, or a total of over 350 million dollars. 

At the present time x million workers are deducting an 

average of x percent of their pay for a total of over x million 

dollars a month , and the figure is r ising constantly. 

~)v~ t~Jt M~rch 3, 1942 I appeared before this committee and 

proposed an increase in revenue of 7.6 bill ion dollars. I 

stated that the chief duty of the new revenue act was to help 

check i nflation, and -- I quote - - "Nothing in the economic field 
with 

can interfere t~ the war effort as much as an uncontrolled rise 

a source of grave social in prices. An inflationary price rise is 
• 

injustice. ,, - r ): 
-~~Cl2 

I have given you this background to remind you that this 
~~ 

infl ationary tendency)'\ is something that has been ••nM sg over 

a period of years , something against which we must constantly 

stand guard. 
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Toda7, bo-thirds of all the income of the nation is going 

int~~ envelopes of people earning lese than thre~housand 
do l lars a year; and for this reason the people earning) less than 

three thousand dollars a year) present a great 'l'itf.P-t potential 

danger from the intlationaey standpoint . In the aggregate, this 

huge group of people -- a group estimated to number around xx 

mill ion -- possess a great·de&l of excess money, and it is the 

weight of this excess mone1 that can cause undue price rises, 

;::.,d can complete iT upset our entire economic s1ste~ -1!aving 

in mind J~the need for additional funds to finance this 

most expensive ..-. wars """ the Treasuey set a goal earl1 this 

year, o~twelv~ bi!lio~ dollars as the amount of mone1 which 

should be rai sed by new taxation. 

Since this goal was set as an ideal"worth approaching, the 

~reasur1 has done considerable investigating. We have gone out­

side the Treasuey offices, outside of Washington. 71e knew that 
lh- IV't­

twelvo bi!liondollare ·was a great deal of money, and --~.e 
.... ._ (>. ~ ( ~\" ~ ~'" I'-" ~~ 
&d]J cognizant ~f the prob1ems we would have in ~ft leVTing s~ 

huge a tax on aeything Hke an equitable basis . ~order to 

check statistical information aga!. nat the actual situation in 

which t he Amerioan taxpayer finds himself under war conditions, 

we made actual observations in the field . ·we talked to families; 

we talked to actual people -- people who paT rent , feed their 

fa 
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fwilies h ' lt) , 1 I@, and meet the extra bills which wartime 
re_s.Ponae 

living saddles upon them. We checked oloeel;r the t iJI!P#l'PfJJ'tUJ 

of working people and f armers and ot her i roups i n the Bond Dr i vee, 

'1/e made a small survey of i ncomes and expenditures in one war 

wealthy industrial city; a survey of people at various incolll8 

levJf:" rn fairness to the average American citizen, we must 

say that f or everyone who is over-earning a.nd over-spending; ,, 

for everyone who ie bu;ring ffsilk shirts" as in the lest war, 

#( there are hun:beds upon hundreds who are not ,-1#11-f/ regardless 

of llhat increase they might have had in their incomes . 

'.'le # rti.ll found too that a great economic transiti on has 

come pver this na-ti on since the war began. We came out of a 

depression - - out of a series of depressions into this period 

of prpsparit;r . This was not t he case in the last war. 

Before ~earl Harbor, we were a nation of people in debt. We 

were in debt for money we borrowed to get along on during the 

lean years. In debt for vacuum sweepers and automobiles; in debt 

to the doctor and the dentist ; in debt even for the clothes on our 

backs in many oases . Literal l y millions of people were l iving 

two and three families in a hout e . A large percentage of young 

.llll rrled couples had never been able to move out of the homes of t 
thei r parents . we were a Nation of people whose normal lives were 

be~ depressed f r om ever;r angle b;r the burden of debts. 
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Some of it was foolish debt, some of it was debt brought 

about in an effort to maintain a typical American standard of 

living, and mush of it was just out and out unavoidable debt . 
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But lfhatever it was, i t was t here. Even before we entered t he 

war, when it became obvious that civilian goods would be our­

tail ed, that automobiles and vacuum sweepers were to go completely 

out of production, we wiself curtailed and stopped installment­

plan buying. Then it was that the American people -- and chieflf 

the American working people -- began to get out of debt . They 

began to be a Nation of people dealing on a cash basis . They 

began to pick up these back debts that had been hanging over 

them, in some cases for many years . Everything indicates that 

much of the new-found gains of the working people have gone to ... 
pay those debts.-

and aervic~ "~'~ ~ 
I 8D"a 3? 'ag here today~ ~verage American_) The man 

who is making about t hree thousand dollars a year -- because he is 

the one who will have · to pay most of any increase in taxes . 
t he 

In - high income brackets , taxes are already levied at such 

a rate that tney cannot be materially increased and still be 

collectible. Uoreover, the vast majority or people are in these 

I 
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lower income groups , and taxation, like everything elae i n 

v..erica ie a product of, and subject to, the whhes of the 

oa jority. Th~retore they are the ones who must be satisfied, 

because they are the ones who must pay the bill •. 

I might add that they are the ones whose spirits cannot 

be broken, a.nd whose incentive. must be maintained, ·if we are t o 

continue t o get the tremendous wa• production necessary to 

victory . Therefore, I will ~out hesitation that the 

ec:ployed in the new tax bill 11Met be agreeable t o t hem - - as 

agreeable as it is possible for any pla.n th&t sets out to take 

their money • 

192 
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1 

rroa a oot po ople, but n - ..toall7 to Clft t&z N liot to - -p1o~ 
!altt, ., &II o:aap1o, tbo aftrap ...,.rltcl • ...,. w!.tb t.o clopo.lld...to ao.t1llc • \ 

11500 
a 1_ • • &Ad thoro ..,.. bundNclo ot thoua&lldo 11 lot h1JI tbro\ICh\out tho 

00
..,try. to thio a&ll, uldnc lo .. tb&ll t30 & -It, a tu ot t60 a YMI' 1o 

1 
butdt11 .. a biiJ'don a&n7 t1au bt&'Oitr to h1JI tlwl a one auob 1arpr would 

pron to bt to a perool) ~"' a t- hundrtcl clollaro aoro a year. Tho oorloumuo 

or thil probl• d.ttpou .... tine! tho ..... •o.ldn& .. t houo&llcl clollaro or tho 

o!4oW 1upport1"' btr ob1lclr., on ~&lid thoro aro t.!: :;;&ua tbta. 

u.o tuo of a u oiclablo prloo ritto, 1A tho tao. ot inoNo.ttcl lhi.A& ·-• 

111 11..,. tbt li.Dt , lt 1o &1/ totllDS that thooo -plo - rellot tar aore 

4ooporatoly thu tho lo.tlo" Mtclo tbo pittuooa n ooulcl pt ll'oa tb• 1A 

l.vJ,.( 
!ho procro.a wld.ob I ..... .., pNoont to ;rou toclo.r tatoo that into 

ooad~==on. .L. . ~ ./... ' __ . (J. l'lv- ~:___-"'C"'· ....-. ~ ~ _.,. .... ~,_.) .,:) 
Jbtro lo 0110 turthor &ODOral roo-oDdatiOJI that I - to ao.lto -~ 

*..., ___ ,_at:ltaa::l:la:lllrll:lll-1' on,.Y pooolblo otop bo t&lotll a at tld.o 

Ml&1a to NcluH tho o<apUoatioDO a our t&J< 1-• wlll.ob ...to lt DOooooary tor 
~ - t.- .c (.1_:7" 

,-.At'Ui'&T'"r to till out b oca 1oz &lid clittioult t&z t oru • 

.. opeat a croo.t cloal ot u- attaptiDS toa o~l~ tbt 8opt-r 16 toru, 

I tbla!t •• Melt l t u olaplo u it.,.., poooiblo to a&lot" .....S.r tho torao ot tho 

rorr -plloo.ttcl law_..,._ .. puotcl a tho l o.ot ttnloll. !'art ot our oiaplltiaatlOD 

•• otoo"''lloho4, nry trultlJ, b7 pootpODiDS a&n7 ot tho cllttioult oaloulo.tlou 

""tll tho ll&roh U tilt..&. w. aro DOW 'I[IOI'kiD& on tbo oiapUtioatlon ot tbt 

!latah IS fora, but 1 - to oa1 tranlt1y that lt 1o ay t oolln& that tbt pubUo 

"""'-"' a~aiDOt U7 to.z to"' that 0&11 aoot tho roquir-nto ot tbio proo.,t 

to. law Will oauoo a &nat cle&l ot Nttntaont .... "' tho .taorloan poop1o, 
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I oa ,..,.. that CoDpoe oo a&I'MO ill&t thaN lo a cr-at ciO&l ot .._ 

rot olopUoatlon in ov ~~- oot heN co lllto ,tM clotaUo ot 

oia,PII ftoation, but I want ,... tbo ~dvi o1't.be Vlotory ru 
~..!# -tim tho Ia-• Tax, That lo part ot ou~ PNPOialo Tlw Viotory Tax aarno 

11peoiallY t o ocaplloata ~otu~ toraa. The Tax in ltoolt 11 o•pUoatod &Jill 

It lo oaloulatocl Atta~ently &Jill OD a bull ot cllttortlllt •-ptiono troa th& 

~:~0 .. , tu. CO»oquontly, til•~• 11 110 p~uont 'ft.)' ot el.apllt)'lns it on a tax 

tbra to ouoh aa oxtont that tho aan lD tho at~"t oan &Jill •Ul take lt lD hlo 

to ooobl DO thio taz rit.b th• lno•• tax U; rill b. n-oaary to nioo the 

t5l4 O-tiOD llalt DOW OA the 1'1otory 'f'ax, but it rill Dnt ha,. to be ralaocl 

out ot ~...... ADd any looo ot ...... , .... lob tho ao ........... t a&)' outtor by thla 

ae&OJ -- ud theN 11 DOt a CN&t deal •• 11 tar laoo iopo~aat than the soocl· 

will ot the .liaorlot.n ta1paya~. Tbat•a wily I oa u~pnc that lt bo clone. 

wllloh I llaooroly hope oan be pa,.ocl bet'oN the oncl ot Wo ,.u, thereby .utDc 

It pouiblo to oparo the publlo ~· ooapUoatioa ot NtNaoti,. tuao. 
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I oa N - Onci1JIC a PNC"II to inor- tocleral oollootiona by appNJ<ioatol)' 

10,& b11Uoa clollvo to~ a tull ,.u ot oporatlon unci or ooncli tiOAI ant~oipatocl 

tor thl ~aeu Mure. 

I n o-Del thet theoo tuaa by raloocl thro"'h an lnoroaao lD ktato &Jill 

Gltt "tu.o, ~rporo.ti on l"uoe,.S'.lootocl ~11• ~'• &Del Jncll 'tidll&l ~aooao 

_; ~-M. ~ .. , -4-

I!Aitato fuao ~~a,. beo.n a part ot 0..,. tocloral tu otruotuN 111100 1818, 

bot tho totol oontrlbutioD hao boon uncluly - u. tn tl\11 poriocl ahead wbon 

C>oot OllclltiOD&l ,. • ..,.., 1a DOoooouy, eotato tu balan001 ohoulcl oontributo 

u hon117 u poooiblo to the ooot ot the ...,. alone with ot~ croup• ot tup&Jotro. 

1 
• "'U••tiac that the •-ptio.n tor llotato tuao be ,..._ tNa teO,OOO to 
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$40,000; that Estate and gift ax rates be increased throughout the 

seal~ so do ing, ~·ra'se an additi.onal 400 million dollars 

-'... Cull yea r ' s ba~t is r ecommended that corporation taxes 
lf'-. 

be inc reased . 8eepite heavy increases~ taxe~ the net ingome of 
~I' • (. ~ ~ ~ f'N. ....;c. 16 

corpora ti ens remaining a ter taxes s ince 193Une billion 

collars a year . After paying dividends, cor]lorations with net 

inco:aes will have added to t heir capital out of earnings, an estimated 

16 bil lion dollars au ring the years of 1941,42, and 43. We therefore 

- -w-~-· · " recoc:nenci that corporstion4 taxe~be raised
1

i'res :t8;» tu sqy in 

bu t that small corporations should be given more favorable 

treatme ntcdiltR c g opopetj ORe eu uel. Our schedule for increasing 

cor~ration taxes he s been worked out along t his line and will 

raise an additional 1.1 billion dollars. In ordeJ' to piOte~ 

corpera~icii& he the acjastmeut period after the war, I Jecesead 

Uu att eng thening ot the two-year carry baCk bf dte p: e u ieies f e r 

i ef of the Treasury Department t ha t . a ' II! 

in excise tax ~ates, ana the i mpe aing of apy excises, 

is an ideal way to raise additional money dur ing a war period . ~ 

~ Little or no i nc rease in administra tive machinery is reouired . 

:te::la can be sleected tha t are commodities and savings which need 
;/ . L Vo-L I~ 

to be for war purposes ano. addi t ional taxes can be ple.ce<i upon 
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optional iteu of expenditure such as liquor ~obacco . The 

tax rates that we a.re su ::>:gesting have been aettlri to the war 

time conditions of supply and delr~each item separately. 

,hen these conditions ~<a recornmend.lW, revision of the tax 
II . ~ 

rate~nder the schedule whic.Jl we ...._ present-. to you i n detail , 

•e can raise an additional 215 billion dollars through increases in 

present excise tax rates, and through ~xcises . 
. ...., ?~c: e; 

The tax increases of which I have aooken -- t he Esta te end . . 
:lift taxes of four huna red million aollars, t he corporati ort taxes 

of 1.1 billion dollars and the excises of 2. 5 billions add 'Up to 

of 4 bi l l ion dollars . This, of course , is nowhere near 

Collections under the existing t ax laws during the 'iscel 

r of _1944 u i are expected to amount to 39 billion dolla rs. This 
~-

i.-J:eu®t>4..:'~' .. prospective deficit of 70 billion oo .lla r~ lit must 

in~ incr~ases 

6.5 billions , 

it is obvious 

the extent that additional tax revenue is 

oraer to reduce this borrowing load, I 8ll recommend­

in individual income taxes to yield an additional 

Hith 6llJ sot\ sl equi tabili t;y ~tax Jtrij;-;....,r;-,-· 
VL-~ h..,y-<.. 

that our population can ~ pay ti>S t ill sru.-Jas 

the income payments to i ndividuals after taxea have in t ha past 

few years been increased by several times the increase in n m 
I 

income taxes wHch have been thus far imposed . 
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Aaaing t his 6 .5 billion to 

taxes woul d total 10 .5 billions 
) 

the 4 bill i on derived fro • other 

for a ful~year of operation. 

Prankly, this i s still not enough but it ia as much as we can 

197 

justifiably reoormneng, realizing the limitations of taxat i on processes . 

It is as much as we can justifiably ask without causing undue hard­

sr.i? on t hose without an incr eased ability t o pey . To t ake care 

or tiose w .. o have a vast91hcreased ability to pay -- and of these, 

of course, there are a great m&!IJ' --we mus t mai nt ain at full speed 

ou r war loan campaigns, which we ,know are cutt ing deepl y i nto the 

increased earnings of t hose Americ~n people who have ~ e&Pilins• 

In seHiat aml planning a schedule to raise this 6 .5 billion 

aollars in ad<1itlonal taxes, ~hav.red ~e Victory Tax in to 

the income t ax beginnin~•ith 1944 l~e 'lost war credit which is 

no-w part of the Victory Tax, eM o:hic~s in pet eenta&e 

-to- tilE pazental and ws:t•tlag.o atetus , ftH be maintai ned in principle 

~owever , since current offsets allowed against the post-wll' cr edits 

b the Victory tax practically eliminate a i ts pos t -war character, 

! uroJlose the i ntroduction of genuine post-war credi t s to protect 

ilx the income of the lower 
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in the fo~ I recom:nend the t this post-we r credit be 
'># 

of Survivors insurance . This 110ul d supplement the of the 

Socie! Security Act · If, however, the taxpayer aidn 't wi sh to 

teke thie refund in insur ance, he could receive it in cash at a 

Z5 .• ciscoun t below the value of the post-V<ar credit for the purchase 

o xi sn insu ranee . 

I fur l he r suegest that t his post-war c redit be made il.'lllediately ~ 

available for the protection of persons wi th fi xed incomes, 

especially those in the lower brackets who mieht be subject to 

Ull(lUe hardships because of A_~ _i ~creases . 

I should like to takel _f;'u;~-n~ow to t ell yo •exactl y how 

tJ.iS income tax achedul e will work in actual practice . eke, for 

example , a married . pe rson with two dependents; under the present 

l.a·w, the exemption wollld start at $1900: under the p:rnux proposal, 

exe;:ptiona ,,ould start at $1700 . 

A person earning a thousand dollars a year will oay a gross 

~ix unaer the pre sent lu of $25, of which $11 is his refundable 

\1ctory tax credit . Und er the new proposal, he will not be re ­

qui red to pay tax , 

If such a person is earning $3,000 eyear, he i s now paying 

a gross tax of $377 , of 1vhich $60 is his refundable t ax credit. 

Under the new pr~poaal , he woul d pay $384 grose tax, of whi ch 

be refunded. He is thus paying $57 more in gross taxes, 
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or $39 oore in net taxes. A married person with two dependents 

earning $8,000 a year i s now paying at the rate of $1 , 735 of which 

$182 is his Victory tax refund or dit . Under the present proposal 

~e ::ould pay $2, 523 of which $292 is refundable . fxk11x he wou l d 

thus pay ~788 more in gross :ax or $678 in ne t te.x . 

At $25,000 per year, e married person \'fl.th two dependents 

:s •.o"' payin.:; UO,l71 of which $597 is refund.ole. 

::n~er the ne.T proposal he l':l:lu l d pay $13, 750, of C'lbich $500 

199 

- ~ ll..t. ~f'\.U( ~ """" -
mhxi~\ tile lll8Xiii1Ulll allowe.bie'ytb e.ey e-tee. r J'\ \YOuld be refundable , 

or e net tax increase of $3, 676 . Ee .10uld thus be paying j3,, 579 more, 
. __., 'l:-1~---

1 t is fn¥ be 1 i e £ ~ a~~'H• E1Ht>ftltt,ee-e&.e&.11:-ii~e.tf"--ee.ff-ttlli'Mie,......!tT~r+e &a &IMII:HP.,y~l'~op!l'·~r:.ttJllm.e.ell.n 1_t __ 

the proposeli have just me.de , te P&i.ee Hhe hillieR aelhl'& 

iR i~Qitiaul h nu, is as eouitable as any tax so huge coul d 

poS6ibly be ,).it inevitable )(the t some in justlces will be done , 

but these \'ill be g eatly modified certainly by the relief provisio· ~ 

~y combining the Victory tax with Income 

iax, we can g reatly simplify paper work on the part of the taxpayer 

an~ I mlght add that this could be further simlllified by abolishing 

earned income credlt •nhich I stl'on~/c';mm~t&~ 
I . b ~ 

to--eoite i de.a. 

that 
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it ruy be impossi ble to id:l dee 

.Jt..JI:.ll,l._w:uw. bef the end of t h 

of such matters 

I em sure t e 

exe~ltlous acti n . 

enti ~ly sati sfa ory 

is ell a 

e imposi t on of 

lal7 n time 

ry 1, 1 44. 

stands s wl ways , 

stat f ore 

This 
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es, 

at i on 

t hi bill . 

ty 

s ver 

egi lation, 

mans that 

n 

lp nd 
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There is one further recommendation I should like to 

make to this Committee . It is not a part or the tax proposel. 

bu t it·~ distinct ~ to i t.Ushould like to 

recommend, as enthusiastically 

y;~t 211 anrplif~l!t1 on and 

Security ioerwe~-t.- 1 

A subst antial increase i n 

as I kjO'I'I how, ilx1n xxx 

ex ten~ 1Jt. the present 

the t 

Social 

in idn lliaia!xxxxxxxx diminishing the threat of inflstion . 

14- 1Wla be ttcea to ab&&Fb at least thr' e h 'll j a p do1 leP&t e;zd 

201 

' these Clif'tie BilliOn dollars noald cane tiom the dangsrmzs ar~ 

I have tel ked to a gr~ people 1nhxx vrho would 
~ ·-

be concerned with -a an increase l;tai.v.I have been met with , 

in terest ana enthusiasm wherever Social Security has been 

suggested as a means of' raising money to ~: the war, and 
~(4 .......... ,/ 

to la,y the groundwork for the coming peace . I sa , that the 

" uld have to pay t his additional tax can see the 

wis~ a di tiona I aacrifices& meet the i i' 1 

~ ~ estimation, t his is the best possible solution 

Mo the problem 1vith which we are faced; the problem of getting 

a 8~money from the people who have ~money --
ana catting it without arbitrarily taking it awaysimply because 

they now happen to have it . 

we have made arrangements to re-establish aaix our fi ghting 

lien economically ~en they return to build new lives on the sound 
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foundations on the Victory they will have won; and now we must 

~so keep in mind attxtiKtxaii.SXXJIIamxf«Wa«ati••~•f 

on that ume sound foundation of~Victory , working men , and 
\_ ~~~~~V?~£.A... 

fa rmers, and all ot her propieY'lil t now oovered by Soci al ;>ecur ity 

must elso build new and bet ter lives . 

Therefore , I suggest as the Bhief Fiscal Officer of this 

t t'"-t th c ~ 'd .. Governmen , '"' e ongress e±ltceJ e J cona1 er ra1s1ng more 

moneyJover and above the present tax proposal, by widenting 

SocialSecuri ty to cover practia!lyall persona in the at ion, 

202 

) 

~ increase employment insurance benefits, and to provide benefits 

for -tft.e temporary disability and.hospitalization .\}'o do this 

will cost the A.mericm peopl e, chiefly those earning up t o 

$3,500, ap{l' oximately 3 . 7 ·billions . The necessary additional 

payr'Oll tax of 1.6 billion: dollars will ~a total of 5. 36 

dollars for Social Security purposes - - and for the immediate 

oo !'1'0ae of helping finance the war. 

\ There ia no pretense on the part 
~~-~~ 

of "\Mine tiWUJ ha g 

!'• eple anj fat me I a an ~ aii ti:e a tRoPe that they could co Sortably 

meet thi s bill . It is known by them, and aamitted by us to be 

a sacrifice ; but it is felt by the l~au~s_!:~s~okesmen fo r 

these people , and by those of the peopr;:{wi~ I hw e t a ked, 

thet because we are a11nriiag expmding Social Security ' a 

edvantegea and are permitting these people to invest in their 

futu res, t l.is sacrific~~ct wi]~i~ly."l:!: pepple will 

find a way ~meet t~ without resentment . 
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JQB'!JS ~r Cldi8St 

I-t to pnaut te rou tolq tU A.lalilitrat1ea'a 

auggutod pro(l'lll for nblac a441tloul tu .. to help par tor 

the nr. Jilt ..,, thaa that, I wut to nplaiu 1lb,r thll pro­

i l'&ll .,.., a.n .. a 1A lta pr .... t to... I thbk 7ou .,. e11Ut1.a 

to knoW aot onlT thl 4oo11101111 n han a4o, but our reuou 

tor ~~&ld.~ tho10 bola lou. · 

s.oauo ot U. hue• eoet ot the ..,, it 1a IIIHII&J'7 tor 

11J to d11l 1a utroMaJ.eal flpNI • '!'lie baa get for the flual 

;rtt.r 19&4 eallt for 1011 Ulllou 1D npntitvea. AD111hlh lt 

., be poulble, ..a I hopo it u, to curtail ao• conl'lllllntal 

uptna 1 tur11, we eiDJIOt be trucal about tU war. We blow b7 
1101 that our wllllapua to nppq the nec111&J!7 hll4a, DO 

atter how l.arp, hu hal a detlnih ettut on tht Una ol our 

•• 111 battle. Thl auporlor flghtlag aqult-nt which w han 

l"'41lo.a &DI bOIIPt - the ..atoal equl~nt, the till& dPUt• 

&Dl the blot( J!• - all ot whhh hu been fr!ghttlll.~ lll­

peuhe, ••114 the Una ot thouaub of Allerlom flghtlag •n. 

-
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, .. 

flit ••7 that 11 •Jill•ll4ol on lu4-leue to k11p the eau,r 

llli'itd Oil 4o .. lll of fi'01ltl all OTel' the W01'14 -- that hat I&M 

UAtol4 llna. 

Tbtao th1q1, 1Jl the au;recate, han helpo4 to bulU the 

•1' coat to lh pl'ltlllt 111111 proportl ... , ut I aa 1un 1011 

... 
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till IS"'' ..a I .. nn the .a..rleaa ,._ph lpH, that 1t 1a 

worth while. 

111 tM ta .. ot hue• &Muate ot ...., to be rahl4, w are 

••t wi th a nrr "rlo111 p!'Ml-. ot oreatbc tor th• aniou 

people a ~~ew tu pncna that 1a talr 1114 1qu1ta\le. 
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Yle 1111t Pili" hDce uollllh ot d4lt10Dal M1117 for t1UMbC 

tlle nr IIIIi ooU&t111C 1Dtl&t1oa, ..a r-t 1a iobc 1t ... eaDJ~et --
onrlook the taet tb&t theN 1a a po1Bt llqO!IIl 'llhioh • • people 

IWIOt 4tallct f,_ their pe;f lllftl.Opol or Ialii iJIDo•e W 1till 

Ulp a fuilJ' go!Jii. bN ie a po1at btfoM 11bich thq ClliUIIt 

••t tM ta1 '111111 _. 1t1ll .tJitaia a etllllkri of lhbt whilh 

will pe,.1t \Ma to eoDUne to help ln the etteotin pro1eout1oa 

o! tht war, or ot thelr auu .. ~ the o1YU1u eeoDcnr,r wbilh 11 

IIIOUI&I"f to I Uppol't the ftp, 

I • hllill 7W th11 to ..,Utili the taet that tlM Treanrr 

Dlput~MDt hu aot arbltrvilT 11t 4on a tl(url ot 10.5 blllioa 

~ollan u the -•t to be NiiM, •1~\nt ru&rd to the 
/ 

~"- whleh eld.at, u1 'llbloh _.t be •t• We ban, onr thl 

Pllt eneral •atha, aaba the JMlp ot nerr ueollthe bNIIU 

of i OTII'liiiQt M'YiJIIC ., Hlat10JIIh1p to ta1111 lnolu41~~g the 

1I'II,Y llll4 the 1&'7. IDA I th1Jik n haw llilll1M4 nerr oonoehull 

Pllll to r&111 a44.1tlo1Ul tu11 u equltUq ml eft1o1mtq u 

poulble. 
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1ft han •aJUNI tlillll plau lplut t 

tirtt, the abJ.Utr et the plait te .. 1 .. ....,. 

Stooal, the 4tgNt ot ..,.hlp till plait pluee u,.. 

people with tb.a 1M .. , aa1 wlth tbll o\llcatleuJ aDI 

upon people with ~~~lT lnd.equata bO .. IJaM 

-
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Third, i t • praotlotblllty ana ooet t roa the t t aDipolat 

o1 ih Aaai.JWt ntlou. Jo plu 11 cooa 1t i t woa•t .. rt, ---or 1t 1t further triu tlill pdla11 ot the t&xpqtr who 11 

alru~ buraaea with too llllC1a aa4 too ~~a~~plloatecl paper 

work. 

Oat ot OIIJ' lhiet eoul .. ntlou la 4-w.W,l.lc a tu P"C,_ 

hu been the 4n'II1JIC ott ot that 11 oallll •uteu tpoiJ.Dc 

.... , . • It hat \1~ .. tiat.a that 1Doo• pa~h to 1n41rl4•11 

11111 IIIOUilt to 1.52 'bllll• 4ollara 1a the tltoal year ot U«. 

rile IIIOUilt of ,oob W llniOII an lla'ble OlD abaor\ Onl,y about 

~ billloa It thh 161 'billloa. hHOJI&l UIN will rlluH t bil 

tigurt b7 21 bllll• at the }1Pel8t rate, lea"fhc a toW cl 

\ about ' 2 billiCIIl 40llal'lo Of thb 42 b111.1411l llollara WI lllpiOt 

to a...., ott a n'betaatlal .... , ia the aal• It War Bollll• to 

ln41Tl4ut.la -- blat hw _. oan be ana ott 1a thll .., w .... 

not , ot 00\U' I I , foretell at thla po1Jit. ~~· ao DIW that 4UI'lll& 

lbe "'--ndu year 1968 - that 11 to ,., , thro• the thnl 

clrin a whioh ..... w~ url the recuJ,ar 8oDI .&1 .. l&iah p 
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11 11011th athr .nth - " 11111. uw a\eorW at ~..t 17 111W• 

aollar• ot t hh 4qeroue .... lla tllla ..,. ~~~-J-. "> ,P...... . ,-
That of OOIIPII atlU 1 ... , .. a nllltuUal aoat ot ..,.. 

that thl OOIIIDIP 11111 haft to lptalJ aal &I tbl prohotll!l of 

cldlian cool• 11 4oortaaea, u4 the tupplT ot th1JI&• te '*7 

beooou progrueinl y 110re 1W h4, the 4qtr of lntlatltn 

aounh. 

i t, at the Tnaftl71 ban • l.o llaiNIUI reo nhtlou 

onr the J tll.l'l t o htlp proftllt OU1' boi~ oaucht ill a llhirlpool 

ot rlalac pri to1. 11 far baok u o.+-r 11, litO, with tlle 

eoet of llTbc baq tha rh• allellt twe po.lah, ua •olo• 

ult prlet1 h&Till( coa. up about tln po.latl, the TPtUIU'7 oellel. 

attention to tht lne1p1•t ano1ox-at ot 11lflatlo1W7 prtuure, 

r .. ultlQt fl'ta tho aapu1 tr lhortaco• thn. 'be&lmlill8 to appoar 

111 n r loua bulo-Mhrl al LD411tt l'ioa. Shol , aico and ooppor 

haa all'taq p u UJ 1a pr1to, •• OOMUIP panhuillc powtl' wu 

on the r ile. n "- e'bTlou 0 ... tMa that .. woul4 DIM to 

raetrlot purahall DC paw1r or inereut pro4uot1on, 1t thla baa 

ot W l at1011 wort to \o alppol.. 

S011et h1!16 onr a roar lator, oa Doo.-.r le, 1940, I ea!J, 

h r eoo- nd.tnc o. r~~. Jor oxpualc.a 111 t ho 1hol pret i'IJI, evt 

lnterut ill toro.tall~ potential WlatlonU7 4nolo~ntl 

t!.lt ~:ould renect UDtawN'blT I'll t ha oooUIIIV' of the oouatrr, u 

.. ll &I 0\U' whole f bceJ. progNII, &114 lJl &U&J'41J~& '&alJllt po11l\JA 
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ahortacu of de!llllt •t•r!.W, 1..a. • to u,...1 ., 11rt. .. 

COIIOirll OTII' the powlq IOJII18tl• la the riHl 1Diub1 • It 

111;~~ to • t hat u iiiDacllate •Jor expauioa pngl'lll for the 

ehtl 1nduatl'7 11 olearq a&lle4 tor.• 

On ruoh 19, 19U, I ut up the Def1111e Sartnc• Statt 1!14 

on }by 1 introduced the aerha ! , F md 0 Sn iJ1.1a Bonda in an 

t tfort to a'baorll blbi4ual aa'f11111 1!14 to foraatall the 

potent1&111 intlatlourr etteota .t the npll\ditur .. of the11 

f1m!t for OQIIIU .. l'l' &00411. 

On Sept.U.r 9, 19&1, I toll aa 11141eaoe 1Ja JIMtoa that -

1111 I quote - •u w tall to 11ao tlw oo'fttrou at OlD' diapoe&l 

DOll, if WO fall to do the apeoiflo t h!..n&a 'llhioh &1'1 in OW' power 

to ohtclc lnl'lat1011 now, 1f we allow pl'lOII to EiO on rlaing aa 

tht7 d14 !roa 1918 to 1910, •• ~ !1114 that food, fuel, ahelhr, 

1111 olothlnc which now coe t a dollar will onoe aue coat a.l.t1oat 

tllice u .atoh MtoN the proo111 baa 111a.d. • At that til» I 

1\Utthd apeolth aaU-illtlaUOUI'f •aauna lnoluclini: 

(l) ut~~~alon of Seoi&l Seour1t71 

(2) OOJitN1 OTel' \uk ontit and llltotei eapltal 

expen41tureaJ ul 

(3) reduotion of aon-eaaenti&l goTtrn.~~~t&l expen41tur••• 

A lew weeb later I appeare4 botoN tb• Banlrh~ an4 Cui'I'UOJ 

Co~alttee 011 the Pl'1M Control B~ u4 oal.le4 attention to tM 

•• -, 
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terrlblt urgcq et the llltlatl• JN\la. I tllla 1101at.t ellt 

the alU'I'IiJic dallvltr of the PN••t JPl• patten to that et 

thl tlrs t Worli 'iu. I td4 - u4 I qaoh - "It 1• tl'llt, of 

oourae, that prlot ooutrol done wlll 110t oonq111r inflation. 

fill• Blll a loDe oiJIIlot etop )ll'1oe Phil. I ••PT ~nr!IMilt that 

bu attmphcl t o aheok illtlatlon hat fOIUIII that di rect price 

oontrola alODI OIJIJIOt holi clown the 114 'ltttll the J.n- of tbl 

oollWJllJic p~~Wt 11 iauoub& ...a the amo\lllt of gooae uailable 

to tht CODI'IIIIIl' 11 4ecl"'U11i&o UclltiODAl th}ll Ut IIIM"&J')'• 

•u •• ue to \e auro of Yletur 1a tilt f.iaht ~~g&Wt 

lllflatlon, •• IIIIUt prtpare further to 1DOl'eaae tax.. . We ru:r 

han to extlllcl tilt i tUral ooatrolt onr bank on41ta. WI 1hall 

certainly haft to nclliM cap1td Uplllaihro• tor llOll~tfen .. 

neoda, ana w!aen the tale of Detn .. SnlJII! t Boai• ad Sta~. • 

Oil Dto.Uv If, lMl, w 11l&IIG'lfttecl tbt h71'0ll Sa'fi~~g• 

plan tor the rocu1u aD4 q.t.utlo •al• o! U'llltecl Stat .. S&•bc• 
Bonda to •ea• , ..... ,.. 1f1th1a a :reu, aMPly t .. nty•rift tauuoa 

10 

110rkara nro ropluo~ R7111 a..l.t throacb J*7P'll 4tdllotloa. 

'lbar wort cl.Uetbc aOU'lJ ol&ht ...a ou-halt peroct of their 

PI.Y , or a total of OTIP 860 a1U1oa 4ollart. 

At t he Pl'lloat t~ a1lllaa woriten are clecluotl.Dg ua 

IYtl'ICI of ptl"'at fit tJ.lr pt.7, 01' t. total of OTIP 111111• 

i ollua a ooDth, 1J111 the tlpro 11 r1t11C coutut~. 
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0n u.rob 8, 1~, I appeartd bator• tb1a eo..ittee aa4 

propottd 1111 1noreut in rnenut of 7 .e b1ll1on doll au. 1 

1
t attd tha t the oblef dut7 of tht new rtYellllt act waa to btlp 

oht ck inflation, aD.d -- I quota -- •Nothing in t he aoono.!o 

209 

field can interfere •1 th the war effort u 1111oh aa 1111 u.noontrolltd 

rlte i n prlo11. .An inflati onary pr1ol r i ll it a aouroe of gran 

aooi al injutUoe. • 

1 ban g1 Uti 70U thh baokgrOIIlld to rta1nd 70u tba t thh 

lnfi ttlonary tendcor h eoaeth1ng tha t hu b11n with ua onr 

t period or 1"~"'• aouthing agai net which n 1111et oonehntlT 

atand guard. 

Today, tiiO•th1rda of all t he i noo•e of the nation h 

gol.ng into the pq ennlop11 ot people urning lt u than t hl'le 

lhouaaod dollart a 71&1'1 aDd t~r thh reuon t he people nrn1ng 

IOilt th lng onr a ~· nga, but lt ae tbllll thr11 thouatlld 

dollara a 1•ar, pl'lttnt a gl'lat potential dqtr troa t ht 

in!latlonU7 ett.Ddpo1n t. In t~ aggl'lgate, t r it huge group 

poueu a graat deal of 110111 aonq, and it h 

of thia exotal monty that oan oau11 UDdua pr 

OOilple laly up11t OUI' ltltl rt IOOIIOa10 IT ta, 

Huing thie i n aind, 1111d alao 1 n11d tor additional tunda 

to l1n1111oe t hh moet upenthe ar, the Trauury ut a goal 111'17 

tblt r ur of hebe bll the aaount of money which 

ahould bt rai u d b7 new taxation . 

•• , 
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Since tbit goal n• 11t u 111 1~th l!lll'Oiohillg, the 

Treu uq hu done oon~lderahle 1zl'rnt1gatlng. tie ban gone out­

d dt the Treuu17 ottlon, ouhlde of u hl11gton. We Jm...- t hat 

t«tln billion dollarl ftl • gr eat dealof 1101117, IQd u .. 

progreued in our inTntigatlon•, wa beoaae 110re end mort oogohc t 

ot tho probltu n would have i n lt'7lng 10 hus- a tax on mythln& 

ilk• eo equi table bub. 

111 crdtr tD obeolt ttathtloal lnlol'llolt loll • &• lnat t he eotual 

altuet ion 111 which the .U.rio111 tup1711' l inda bl a111t under wu 

coDdltl ona, we ude aotual ob11nat1ona i n t he titld . .s. tellctd 

to talllillna n tallctd to actual people · - people -.ho pq rent, 

l 11d their tuil1n, and 111et the utra b1lh -.blob wartiu lhloe 

u ddlu upon thea. We checked olo11l7 the rnponu of !fOlic ing 

people anC: f armer a and. other g roup• in the Bond Dri na. We 111dt 

aiMll aunt7 ot lno-• md n peDAliturn ill one war wnltb7 

laduetrlal oHJI e lurYq ot people at nrlout lnco1111 lenh. 

In lall'lllll to the aurege AMriun cltl11n, ft mat aay 

that lor " '1"70111 -.ho it onr-earning e nd onr-apendlog; tor 

nerrone who 11 inqlng •enlt lblrta• u in the lut war, there 
~ 

are hundr eh upo11 lmad.reb who trl not, r1gardlua ot what 

lnoreaae t h17 aight haYI ha4 in their inooMa. 

• . -
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ll't roual too that • cnat •eo..S.o tralltla 1au -

onl' thh atlon aillM the wv Ngaa. Yla .._ at ot a a.­
prtuion - out ot a .. rt.ie ot 4apraulou - lato thh parlal 

of proap1P1V• !hu -. not the oaea 1a the latt -.. 

Dtfore P .. rl lkr'llar, n ••• a llltlOil ~ paopJjl lll hbt. 
l. 

r e were ill aallt fOl' 111011'7 n borrowa4 to get al 0ll6 on &.aa 
the lean JIUio Ia 41bt for vuu• ... ,,.,. u.a Allto•llllaaJ 

1.a 4e'bt te tll.a letter ... the bathtJ 1a hbt no tar the 

clothu on ou b11b 1a _., ouaa. UteralJ.T IIIUllou ot 
• 

,.ople '"" l hs..e two ... three falll" 1a a laoua. A l..arp 

perot~~tap ot 7011111 IIU'I'l .. aoupl" W nn'lr be• able ta 

r.on out ot the h-• of thlir p&Ptlllh. We ware a Watloa of 

people lhou nor.l Uftl nre 'IIebig 4tprauea from nerr qgla 

b)' tlle burl• ot lellte. 

!:one ot 1t waa fooll.b 4abt, 10111 ot lt waa debt bro•Jght 

about ill a effort te •1ata1a a trpioal •rioan atu.dal'4 of 

llnlli, aJIII .a ot 1t .. l•t out aa1 out llll&W14abla 4tbt. 

But 11hatevtr 1t wu, 1t waa thin. iftll beton • entere4 the 

211 

war, llhlll 1t MMM e'lldeu that oidllaa pole wall \a nr­

tdlea, tbat autaHllle 181.,..,.. lftapiPI "" top ooaplat•lr 

out Of pro4uotlOD1 111 wlHlJ' ourta1114 u4 etoppK iutil. !.lilt• 

plan buylnt. '!'ha lt -· that the .t.uloaa people - ana ohllflJ' 

the 1lurlcu. workllag people -baraa to gat oat of hllt. Thq 

• .. 
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began to bt a laUOR ot people du11Jic Oil a oaah llaah. Thq 

bt3111 to p1Gi: up tbuo bali: Ubb that baa bOtll haag1Dg OftJ' 

them, in sou oaua tor IIIJI1 year a • !l'Yoeythl~~~: lndlcatea that 

w.~cb o! thD new•foiUIA gallla or tho work~ people hne COM to 

~ tbou dtbh. 

212 

But thla dot& u t in Oll;f aonse lo:non tho d4nsor or intletla, 

tor even t lw ~t ot dobh could ut abaorb onoQ&h ot o•ll' -.•. 

Ullj;tro\.11 dol.l.al'1 - and tvtey ~ollar t b.t. t ia lett can be a pot 

lo abaorb St..lll part o! a con,tantl.r ohrlnJdno: eupp.ll &\ goocll 

Ml Ul"ticea. 

I aa talkiJie a creat doal hue to4ar about tho u er ago 

!mer icllll, the 1an l'lho h ·· ng about three thousand dollara a 

7tar - beoauu b.t. b tb.t. one who will ha'YO to pay moat o! any 

l~~eruat 1n tuoa. 

In tht ~ 11100111 b:racketa, tuu are alroaq levied s t 

auob a rate that tbe7 CllUIOt bo atorlall.r increased and a till 

be ooU.otlblo. Jforoonr, tb.t. Tilt uJority of people an ill 

lheu lower 1noo• CJ'Oilpa, &Ad taxation, lll:e ovoeythll13 olao 

ill Amerha 1a a produot ot, u1 aubJeot to, tho wbhu ot tb.t. 

lilll j or1t1. 'l'hnotore thq ll't tho on11 who a~at be aathfhdb 

bocauac tba1 &rt the on.a who Jllll.lt pq tho bill. 

....._ __ _ 
1 !ll.j,)lt &del that tho7 ll't the on11 llhoeo splrih cannot bo 

brobn, ana lllhoae inoonU"' &~~t bo M1ntaine4, 1f "' aro t o 

IOil\11.111 to get the tr--'oua aP produation MGIII&l7 to 

9 
I 
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de torT. theretore, I will tiT without h11l tloa that the l!IIIU 

u 1plored 111 t he new taa bill aholl.la be aer 
atreeablo • • it 11 po11ible tor &Q1 plall that 11t1 o~t to take 

their IIOutY • 

Olle of the thill8t • auet do -- not t o aathty the l011r ia­

colll peraoll but to be Juat to hia - 11 to 1Mb t.llow111ce tor 

213 

b&rcllbl p cue a. &nn while we are tet tillg o~t 

t roa 110et people, w ... a &otll&lll to t:ln tu 

¥tOplo. 

to get 1110re aoDq /1 
relief to ao• 

Tw , u t.11 euaple, the •nrace :~~t.rrhd lllt.ll with two 

dtp~adenh altiq lliOO a T•t.r - aal there t.l'e hWidreda of 

tho111111ia liD hia tlanllgho~t the eouat17. To thb IMll, r~&ltlll£ 

lt1t t han $80 a welt, a taa of $60 a :y.ar 11 a burden -- a bur-
• 

a.n Ull1 tt.e header to h1a thu • 'f& -_ larger would pro'f'l 

ta 111 to & ,... •• eW'I£ & few h!m4PM 4ollara JIOJ'e & f ii&J'. ,. 

urlo111neae ot thil pro'lll• cleepeu at • find the r.11n rw.klll£ a 

tlrluaand dollart or tlM wlclow t upport1118 h£r childrm oil $800 -

IJid there are ..., l1D tM.. Ia tM face of UD&YOid&ble price 

rle~t, in the taee ot iMr.uM. lld.JIC expenaee all aloJii the 

lw, it 11 110' t111U.C tbt th••• people need relief far more 

•••p~nteq thaa the JaUa aeeda the pittmot n could get froa 

tho.a in t aua. 
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'l'hl proeraa whleh I will pre10nt to you toclar taba that 

lllto oonlidtratl OA. 

214 

A• a r01uU ot our inneticatiou &11011& aver~«e berio&U, 

there 11 one further geaor&l roooN~~onclation that I want to •u -
that every poulble thp bo t altea at thla 10111011 to reduoo tha 

collplicatlona 1n oUP tax law• llhich ll&ke i t neoeauey f or t TIIl 

the rmallut tax er to till ollt h · olllt 

tu f ol'IU • 

•• •pont a cnat dul of tlJIIe att+na to eicpl.i!f the 

S•ptmer 15 t oru . I think •• mllde it •• aillple u lt rw.a 

poul ble to .U:e 1t UJ111or tM hl'lll ot the TOJ:7 compllcatad law 

~otutd 1a tho 1&1t 1011ion. Pl.l't of our 1hpl1tioation 1'1111 

aocomplbhtd, 'feJ:7 !r~Dk4~ b)' po1tponill8 ~~any ot the diffiault J) 
calculation• \ID.til th1 )(arch lS fili ng. We are now 110r~ on / ' 

the li.aplltioatioa ot th• llla1'oh 15 fora, but I ant to eay 

frankly that 1t 11 .., foell.Dt that the pllblio r o1tntment -.awt 

lll:J tu t on that eaa .. t tiM requlre•nh of t hl• pr uent tu 

law will OIIIN a peat ieal ot r .. utaent &MJI6 t he .llutf.ou 

~ople, 

l aa 111re that Coacn11 egre11 that thoro 11 a erut deal 

ol POCIII for dJ111lltioat1n 1Jl onr tax lan. I Mntlot here go 

into the dttalll of aillplitlMtiOil, lM&t I ant ... talnl1, to 

rtco:sena the oouiJWII ot the Viotol'f fax w1 th tho lao- 'fu· 
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!bat b p&.rt of olll' ~opoaal. The Ylctoey 'lu ""ea eapeclefq 

to oo.'llpllcah retva tor.. 'nil !u 1n 1taelt 1a oompllcohi 

and 1t 11 o&lculahcl dlfterentl¥ &nd on o baaia of different 

u o:nptione fro• tho 11lca~~e tu. Conuquentq, there 1a no 

present wa7 of alra.pllf:;lng 1. t on a tu r ol'll to lllloh an utont 

that the !WI in the 1treot can and will take it in his etrlde , 

215 

To cOIIlblne thil tu with lhe incooe tn i t will be neceuar.r 

to ral11 the &ol!_u.-ptlOD llait now on t he Vlctorr Tax, bu t ----1l will not han to bo ra1ucl out of ruaon, l.nd an:r lou of 

l'ttt:lut which the GOTOI'mllnt rtay auff or b;r thie !D811Zlt -- and 

thAire 11 not o r.reat deal -- it far leu important than the 

good•will of t he ANr loan taxpayer. That' a why I am urging that 

it be dono. 

Let • tell ro•l- about Olll' epeoitlc reoo•enclatiozu for 

the tupro~:raa whioh I alDcerely hope can be ;lUnd before t he 

tal o! thit rtar, thtl'lbT makillg it poulble lo s pare the public 

tht caplicat1c ot ntroacti Te tuoe , 

I a:a reoo= millie a prQ11'8111 to inoreuo fedoral collootio111 

b7 tpproxlll&toq 10.5 bllllOD doll&J'I tor o full yaal' of operotla 

llllder colldit1ona uUclpatecl for tho neal' tutun . 

I reo• slid. that theeo tu .. bo rabo4 thN ugll an 1nor.ue 

ill 3ateto and Gift t u 11, corporation Ton e, Seuctod Rxoilo 'i'uoa, 

llld I.QdhidUal lUI• ~UII , . 
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t 1tate Taxel 

fat~h !axu han been a put of ou. f.aanl. tax 1tructure 

since l()lG, but t he total oontributln ha1 bun UDdu]¥ II:IAll. 

In t!lh period ahead tlha great &441t1ou.l PtVIDUI il MOI II&Pft 

eetato tax ~. lhould contribute •• h•a•llr 11 po11lble to 

the ooet of the war aloDg with other group• ot tupa,y.r1. I a 

1uegeating that the •x .. ptloD lor Eatate Tax•• be l'lduced from 

$M, OOO to $40,000; t.hat Eltate ut gift tu ratt1 be i DCn&l .. 

thl'out)lout the 11ala. By eo dobte1 • cu ralle 111 alcU tioDal 

(00 "lilll on dollan Oil a tull 1•~~''• bull. 

Corporatloa Tutl 

It 11 rtoomMta4ed that co~oratlon taxee be increaeed, 

Dtaplt~ heaT,r 11101'11111 in t axee1 the net income of corporatioDI 

roainlne attor tnu han eteadilr riun since 103:1 at t he rate 

ot 0118 bllUoa aou.... a year. J.thr ~illc dividellda, oorpor­

atiolUI with net incOllll will ban addocl. to thei.r capital out of 

••l'llin;;a, aa eatinated 16 billion dolllu•e duril'l,1 tho years of 

100, 42 &D4 ~. 111 therai'ol'l recom.und that corporation tuoe 

216 r 

in ceneral be railecl, but that aall corporatlona ahould be giftll 

ClOre f&'IOrt.ble t raata•t• Our eohadule for l noreu lnj: corporatl• 

taxu hu been •rk•d out aloDg th11 lln• 1M will ralu an 

a<'d lt ional 1.1 billloD dollar•. 
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!'llche TUU 

It 11 the belief ot tlw Tre&aW')' Oept.rbent t hat an iDGreue 

Ill exclat t ax ratu, and t he illpodng of aey exobea, ls an ~ 

,1ay to r&iu .al,itloD&l. money duri ng & ~tar per iod, Little or De 

I.Jlcraaee ill a&ainiotrati'le •ohlnery 1a requi red, Itellll om be 

sol eohd that are oO!a!ocUtlee and eavill&• l'lhich need to be 

ccnsern d tor war purpoaos and additional t.uea can be ~lnccd 

upon optioll&l 1t- ot expenditure auoh aa liquor and tobacco, 

·be tax rates that •• are aug.;uti~~g hn o been fitt ed to t he ..,. 

tll:e c~nditiona o! aupply and de:nand !or e&oh item meparate}1. 

when thou oolldit1ona chall&e, I ahall reoo=encl ravhion o! the 

tax rdoa, llncler the achedule whioh we will present t o you in 

detail, we oau raiae an addi t ional ~15 billion dollare throU&~ 

increau e in preaent nohe t ax re.tea, IJld through new e:rch11. 

Tha taa 1ae,... •• ot 11hiah I haw apobn -- the i atah ..a 
uitt t ax11 ot four h1IDI!Pe4 l'lilllon dollan, the oorpol'atlon tax .. 

ot l ,l blWoa Iollar• U14 the nob11 of 2, 6 b1111ou add up to 

& total of 4 b1ll1oa c1ollara. 'lhia, ot oourae, h JICI!Wbere neu 

•nouc11 • Colleet1ou UDder the exht111C tall lan during the 

flaoal year of 10« an expecte4 to .. 0\IJlt to S9 bllllo.a dollAra. 

Thia threatena preapeoti'n datlolt ot 70 billion dol.l&ra, wh.ioh 

~;~at be ••t b7 borrcnd_. to the u t e.Jlt t hat &d4iUGDal tu rtftllllt 

11 net ncun(. 
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In order to reduce t bh borrowing loed, I aa l'IOOJa'Mndinc 

lnoreu n ln indiTidual 1ncoae tnu to yhld 1111 additional 

/ 615 bUltou. With. equl ~1 tr ln the lnooae tax pro:traa U 

h obYiou• that our popula tlon oan PI¥ t heu IAlditional tnu, 

11 the inco111e pe)'llllll ta to indh lcluala alter tun han in the 

pnt tew 7ur1 'been lnol'laHd by unl'll tl•• the lncreue 111 

lnoo• tuu Wblob ban 'b .. n thua tu lapoaed, 

Acldlag t t l a S.S billion to the 4 'billion clerl•ed !roa other 

taxu, would total 10.5 blllloru l or a lllll 7"r ot opention. 

runkl7, thh 1a atUb not enough but 1t h u soh u n can 

juet1t labl 7 reoo .. nd, realll:in& the Hal ta tlou ot tautlon 

prooeuee . It la u auoh u wan can juatlt1ab}T aak without 

oaue1ng Wldue hardabip on t hooe w1 tbout an inor .. u cl ablli ty to 

pq. To tab oue of thou who han a naUy inoreued ab111 ty 

to psy -- and of tbeae, of oour11, there art 1 greet lll&lll --

" 11111t u.l.ntain at full apeecl our war loan oapeigna, whloh we 

know are cutting ueplJ lllto t he lnoru11d earnings of thou 

.btrion. people Wbo ha·n thee. 

In planning a aohedule to ral 11 th la 6.5 billion dollar• 

in addi t i onal lnoo111 tazea, .. he•• 111rc•cl the Vlotor.r Ta~ 

into t he inoo:ae tu. 

... -
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'l'l.e post-t'lal' crecllt l'lhieh b now put ot t he Vlctoey rax, 

oh~ulcl be tlllinlai!IK in prlnoipa. Bowner, Iince Clll'rent 

otfoo ta u lowtd at;ainat the poet- n r credih ill th11 Victocy Tu 

v1·acUcall¥ olillint~.tee ita poat-war character, I propoea tha 

int roduction or cenuina poat-war oro4i h to protect the inco• 

of t::.e lOI'Ier i nco111 groupe. 

I roco •:ntnd that thla poat.-war oradi t be paid i n the i'ol'lil 

o! !:'.U'Yi vora iuuNnoe. Thil would aupplmant the inauranca 

rroviaiona of tha Social Saourit7 Act . It, hown er, the tu­

fa.Ytr didn ' t whh to tab thia refund in inaurance, he coul.a 

21s 1 

reoel vo lt i n cub at a 26.% diacount below the nlua or tho post • 

war orodl t for t he purohAae o! inauranoe. 

I fllrt hor eutu:ut that t his poat-war orocllt ba mad• 
"t 

i"TTediatoly anilable !or the protection of peraone with f hed 

lnoo:~~a, upooially those in the lowe•• braokata who al.!;bt be 

subject to undue hnrdahlpa bocauae of tax increaMe. 

I should lib to t w a I!IOIIIIInt now t o tell you exact}J- how 

tl.il inooma tu eohtclule will wOI'k in ao tual pn etioe . ~{y-y-J 
Take, f or exa.pl e, a mar ried pareon with two dependent 11 

IIMer the present law, tha eumptlon would atart at $1900; U114 ar 

lhe propoaal, u-.ptlou woul4 atal't at $1700. 

:, reraon aamlns a thouaUii iollara a 71ar wUl JlA1 a u oea 

tu IID!er the pr .. a t law ot $25, ot &ieh $11 il hil re£11114a\lt 
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notol'7 rax orecli t. ODiler the uw propoaal, he will not bo 

requi red to PI.T tu. 

I f auoh a partOn h oaral.Dg U,OOO a 1 .. r, ho h now INt'iDf 

1 groea tax ot $377, ot whioh $60 la bla refundable tax credit. 

Undtt the na• propoul, he would pq $884 crou tu, ot wh1oh 

t78 would be roti!Mod. Bo h thua PI.Tillc $67 110ro ln erou 

tun, or $8i .oro 1n ut tu11. A urrhd penon with t• 

dtptndenta earnlllf 18,000 a 1••r 11 now ,.,1ng at the rate ot 

Sl, 7SS ot whioh $182 11 bla Vlotor1 tax refuDd orocli t. I!Dder 

• • • 

the pruent propoul he would pq $2,628 ot whioh S2~ h refundable. 

P.e would thua P•1 1788 110re ln groaa tal or 1678 in net tax. 

At $25,000 per 71ar, a aarrlad poreon with two dependent• 

h now P~tinc $10,171 o! whioh $~7 11 refundable. 

Under the uw propoeal he would pq 113,750, ot which $500 -

lh• .axi111a allo•blo aD4er tba propo11d prograa •• •uld be 

retlln4able. Be would thue be pqlllf SS,67i 110re, or a net tax 

lnoru .. ot P,a?a. 

It 11 rq beliol, that the ;ropoaal 1 hue j111t uda, h u 

equ i table aa lll1 ta1 10 hue• o011ld poee1bl1 be. It 11 ~.-.le 

that l OIII 1njUit1011 will be dOM, blat the .. will be CI'UilT 

~l!led oertalnlT b7 the relief prorlaloaa wbl th are lnol11ded. 
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!7 co:ibl~ the Vlotoey tax with I'DCOIIt '!'U, ,.. CG1 poeat]T 

e1.."r,1li!y pc.pt>r work an tb.t part ot the tup~Tflr - me! r !light 

adA that thle coul.a be tul'ther e1:apll!1ed by aboliehlnz carne' 

lnco:ne o1·tdlt, llhiab I •tr~ly reeomtnd that t he Conc:r.•• / 

considar. 

~ro la one ! UI•t: or rec.J-nondation I should like t :> make 

to t~b c~ . .ruttee. l t a not • pa.rt ot tl» t u propou.l but 

it be:uos - dlltinct kiu h l p to it. 

1 • 1 >uld like to recO'l:land, aa enthuolaatically u I know 

how, t.! at you epUty alld extend t.ht present Social f.ecurity 

tnoa. 

A oubstantl~l lncreaac in lhcoe taxes nould bo of crent 

urdeo in dWn1ah1~ tho thrn t ot l.n!lt~tlon. 

l ll&vt t alkod to aJI1 ptople uho would bt concerned wit h 

lll l..nCI'eaat in ~oc1al : ec:ll.'ity lt.Xol, I !:IAYO been :ttet mtll 

ltltroat end tnlhual&IQ •hera~or : ooial :e~1rlt; b&a been 

•~eetod aa a oeeau of r&isl~ :10ne7 t o tieht the u.~, an.! 

l~ 11. the groundwork for t ho c.,~ puce , I hnve bocn nc:.~d 

that t he peoplt who wod4 ban Lo pq thla &ddltlonal tu can 

aee the w1 adom ot mak!Dt the nee••••rr additional saori!ictt. 

In trrf oot llillltlon, t hia h the but poul blt solution t o 

221 
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to the problta 111 th which w o tuo41 tho probloa ot goUiac 

1tHl aoro IIOD., troa tho pooplo lllbo han now 110De7 - llll4 

gettlllg it without erbltrar1l7 hklng lt awq 1iapl7 booau11 

they no• happllll to ha•• 1t. 

Vlt ban u4e lll'l'llliC•Mnh to I'I•Oitablhh our t1gh t1111 

1111 eoonoaioall7 .Un tho7 l'ltllftl to build now line on the aOIIJI4 

!olllldatiolll 011 tho V1oto17 tho7 will han won; llll4 now we 1a11t 

also ku p 1D aind on that •- eoud toulldation ot V1cto17, 

worltlng 11111, aDd farMI'I, u d all other people on the hou t ront, 

JW11 ot whoa uo not now oonrod b7 Social Seouri tJ, 11111t alao 

build new and better line. 

Therefo re, I auggoat •• t he Ch1et Piaoal Ottioer ot thia 

Oonrllllent, tha t the Congrau urioul17 oonaider railing lllOI'I . 
IIOIIIJ, ou r llll4 abon t he' prount tu propoul, by widening 

..._ ' \ f 1 

•• .. 
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There b no pr.hnae on the put ot thue lolr-lncoJU peoplt 

that they could collfortabl)r •et thh bill. It h kno1111 by 

iliem, and adaltted b7 Ul to be a aaoritic•J but it i1 telt b7 

the letdor s and apolellllu !or the .. people, OJJd by thoae ot the 

ptoplo theuelno with whoa I han talked, that beoan .. we are 

upanding Sooial Securi tr'• aclnnt&&ll aDI1 are pei'Ill. tting thue 

ptople to lnTeat 1n their future•, thil •aoritlce ~111 be made 

nllu.tlY. 

The people will find a 01 to 11 .. t the additional burdlll 

without ruenta.ut . 

, .. 
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