
17t al't tactcl with tM 'ft'l7 aerioua prolll• ot crt&tillg tor 

tM /.llerlcm people & 11ft tuprcgru tMt 11 tail' &114 equitable, 

that will rahe 110re m11e7 tor the wu, that will a'baor'b what 

llOIII 01' lllllatiOJW'T tUJIIla ll&¥ 'be ellhzlgerlng OUI' econ01111 and 

that will not 'break tba 'b&olt ot tlw l'fll'a&e ANrioan t&rp&71r. 

Proba'blr nenr be!ort han tlwre b .. n ao ~:~~ny v1 t al facton 

to ooulatr ill 1111 tu progna. lleC&ull n a re dealing ill 

utronOilioal f Jgurta, and beoauae OUJ" prulllt eoonOlllo dtuatlon 

hu cr11ttd euth a wide T&riation in ability to N tuea, nenr 

before hu t here 'been auoh a poaai'b111ty of unfortunate injuatice 

bt1nt done 'b;y an 111 a4Yhed tu procram. In our u gorneu to 

ral11 additional 11101111 !or !ilwlolng the war, we liiLtat not oTerlook 

the !&ot that thel'l 11 & point 'beyond l'lhloh the norkJ.nr; 1:14 CIIIIDOt 

deduct troa hit pq tnnlope and at lll :keep hie f&llll;y (;Olllgo 

Uter hie t u 'bUJ"den re&ohee a certain point, ht crumot a .. t hla 

t u billa Ul4 atill Mint&ln that ot and&rd of llvillg and that 

110rale 1111Jitl&l to thl etfeotln pro11cutlon of tlw war. 

I 1111 h l lbc rou t:hia to tapbuhe th& tact that the 

Treaauey Dtpa.rt•nt knon tbau poo'bl.- exht Nl4 S~.~t 'bt •t• 

In our t ftort to Met tu._ we han ulttcl the help ot enl'T 

ua•Un branoh ot goTerM~nt ha'filiC an.r rel&t1onahlp t o t&xte, 
~ J . 

lnUucf.ng tlw Arrq and the li&'7. We han ex..Wd, I thlDit, 

"'17 oonotln'ble plan to l'&iat addltioD&l tuu. 
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Sino• tM 1948 tu bill -. illtroclu..a, at leut •lchtr-!lft 

1peoi!lo plau haft ka •.ceat.a, 41ftlope4, &Dl nnb.a &&a1ut 

what we btlllft 11 ~ GalT ~Utk that ..Ue ~ 1a11 ill th11 

1'" o! wu, ~ • • haft •uun4 thtlt plau acawt t 

Plret, the a\111\7 tt the plall to rain •11111 

Seoo.a, the 411"1 at harbhlp the plall plane !lpol1 people 

o! !iSM iM-1 n4 with !isM Ob~tiODI ql Upall people with 

pooulr 1na4eqa&tt lDI-.J ua 
Thiri, thlb lftltl.UWt;r a4 ooat !roa the •ct.lnlatntic 

lh 114poiut. 10 pl&llil cooa 1! 1t 'IIOil't work, or 1! it further 

trl11 the pat111111 of ~ tupqer who 11 alr1&47 bvdeue4 with 

too ~a~oh 1114 too ooaplloat.a papv work. 

Olll of our ohlet ooneiient10111 ill 41ftlop~ a tu progru 

hat b11u the 4JoturUr ott at what hu bt111 oo atta o..u..d "exo111 

•pall41ac -.,.• It hu bHu ••tl•t.a tut illo .. pa,JMJ~h t o 

111111Ti4u&le will • iil4 to about 1.52 billlGil 4ol.l.an ill tht ! 11011 

yur ot 1~. It 11 tvUau pelat.a out thlt ~ uouat ot coocle 

IIi nnhea aft.\lUlt ... U.On oaJT allout § b1ll1011 ot t hla 

l.6a bllliOIIo hnaal t.... will uoollllt toP &bout 21 billiOil 

at prueut rate, leaq tltl .. l ''""'"' .,;., o! allout 42 'bi lliOil 

dollar,, a..a thil 111111 ep..aiiiiC ....., aoou.alat•• .oath ·alter 

'OIIth, Jtt.r attn 71&1'~ u the war COli 011, Ul4 pro4110UOil ol 

Ohil1lll &Ooda 11 dt01'1&1t4~ Ul4 the aupplf of t hlJICI to bUT 

bteo•• progrualftlf more 11altt4. 

• • • 
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It 11a1 bHa poJ.Jil" ..at tllat lw-"1-la et all tho ,,... 

tf the uUoa 11 PUc bdo tM .,., ~ ot people un.1Jic 

lNI thall thrN thOUNIIIi lollaft a,_., ul tbefttOl't lt 11 

JOt&IOU" that tu people •ualllc lMa thea throe thoua4 lol.lan 

a .,.u pr .. .t a peat poteatlal lallpr t.. aa 1Jitlat10MI'T ttal• 

poiat. It h e&J.4 tbat lMJ ha'ft I l"tt aaal of IU.II MUJ IDI 

U.t tilt w~t of tMa u.... ,7 wUl taut alae pr1tt rlHJ, 

lill tltl' aoa tu ftllat ot tu a.Uar, tBI will, 1t not ODabtl.W 

oo-rltttl111Jttt ov •tin tt.-lt l)'ft•• 

7Jlth thle 1a 111114 - el baq 1Jl abl, allo, th. attl tv 

adUUOMl fiUI4t to fSn=w thlt •It tllptlll1'ft of wan - tho 

frtu111'7 ut a coal t&rlT thle ,_.,, of twln hlllloa 4ollan u 

tbe IMllllt fll ~ 11h1tlh lhaall lie nil" l17 11ft tuatloa. 

Silllt thle cMl .... t u a 14nl 1IOPth an: uehl'c, till 

1'1'e1n17 hu &tM ••ll..,\lo !.Jinetlptlae. 1t1t lan gou oateU. 

tM r..uu, flltlen, oatalle ot ~· wo 1a11111 that t.ln 

~Ulloa a.u.n .. a peat lwl et ~ • ..an •" hll7 ooc­
ll.aut of tM ,..~ w •ulA haw 1a ln7iJI& eo hue• • tu oa 

AIIJ1IWic l1b .. •tdtMll ... s.. ... hll7 roalll .. tbat a.., .... , 
thla tu, 1a tilt 1ut ~ltl wnl4 "(UiN a prUIII 41tlti'OIIt 

boa Ul1 • ban ntr trlol WOH. Wt 1a1Mr w bal to Mb ut-.1 

oh~tl'fttiou 1a tbe t1t141 t1Mo thtN 11 a peat lltftrcw 

btt..eu the atatletloal 
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ark1JI..a, ..a thl •rldlc .. • N'l nat, t .... h1a t..U, 

llealthtul to~, a.a .. ,, all taU. \1111 &llll WU' tl81 lhl• 

.... lta upca h1a. 

fo llllp 111 1a th1t u ... u-. •• _..-NUl •h?Th ... 

ohHb4 ololt)f tu NlpeMI of •I'IWic peeJla 1a tJit loai bhMo 

'il ..41 & ..U lllJ'ft7 of bo-1 aai t.,.aitUtl 1a OM ..,.. 

walt.IIJ 1114ub111 tl\7, a I1U'ftT et peeJla at 'fll'leu lal-. 

l.,.lt. ., aai lup, n ban te-a lUtle a~tul e'fi'aM ot 

bqero111 1Atlat111W'7 apulJ.a&, althovch 1a otl'tala ltolattl 

epota, w, lib ew.,... tlee, haw ltta 1DU'riaul ouea of alll 

''"""' 111billl atol'b!Mteq, haw athuttl wile atttatl• ul 

llaw IUI4ul.J pNj1141MI tile p~a'bUt llbll. 

i &nat etoa.lt tnu1Uoa hat ~ onr thta Jl&tlea liut 

tlla Wll' Mea• .. - Old ot a ieJNtll• - W ol a aerl11 ot 

itll"lli .. - late thil ptritl fll proapel'ltfo !hat ftl M\ thl 

O&M 1a thl laat .... --
laton flu1 .,.,,, n ..... a •U• fJl peJla 1a 4e'bt ... 

•ro 1a ie" fer ...., w w..- tt pt al .... arl• thl 

lela ,....,. Ja it\\ tu .,.._ ... ,. ... a& a~~:t-'bU.• J 1a h'bt 

to tlla iattll' u1 U. tatldt 1a "" t~ t• the eletbet Oil nr 

Neb 1a -.r oaett. Llttft117 .uu .. ot Jletli ..... U'fbl '-

1111 three tiii1U11 1a a bout. 1 lara• penatece ot 1ftlll 

..,.,114 oouplee ua ..... 'beta a111t to .w oat ot tu '-• tl 

tUb pv.nte. 1Je •n a Jatl• ot pMJle &o1t ...-1 llftl ..,. 
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be.I.DI 41P"IIM froa rtiPf acle .lJT lM bui& of iellb, 

s~ ot it wu toolllh 41\t, e- ot 1t .. ltllt ~t 

,bout 111 111 ettort to •1Ata1a a tnloal a.rll&ll atllll&l'i ot 

liT.I.Dit all4 aaoh ot lt .. jut out &114 out UD&'f014a\lt debt, 

But rhattnr it Rlt 1t aa thel'lo lftll \ttol'l W entel'li the 

111, wht11 it beo•• ebnou that olrllla poll woul4 be tlll'­

t&llecl, that auta.obU. &DI .,.._ IWiptl'l Wl'l to co ooapleteq 

out ot pro4laot10D1 • wl .. l¥ owtallli &DI atoppti lllltalaeat­

pla bi!TiJI&• !bell 1t aa that the a.rleaa peo,U - 11111 ohiafl¥ 

till .&.rlt&D ·~ peo,U - bee• to cet out ot atbt. !bq 

btcu to bt a Jation of ptoplt iealillc 011 a l&lh bull. !bq 

DIIU t o piok lip the .. baolt iabta that baa MID lwlciJ!c O'fll' 

tba, ill eo• ou11 tor a&JV' rean. lftrrthiJ!c 1Diioah1 that 

1111oh of the .,...fo.a cal• ot the workbc }IIOpU haft co• to 

pq t boH bllta, 
. 

Ill fairM11 to labtr1 W .. t Nif that for eftJ'f OM oitian 

lilo 1a on........UC u& ,..,._.J z'h'l• tor n•Pf- who 11 bu.71IC 

' a ilk ahlrta, • u 1a tU lut w.r, tMI'I an b1m4rtil· upoa hlmL\ 

who l l't DOt, NC..al•a ot .. 1Mreut ~ atpt haft 1Jl their 

in•••• for the aoat puot~ u. a.rll&ll wrldJic aa 11 ut t1111l1111 

1t too "'7 to •b e• .. t with a pq lhtlk t ... ehh hal •• 

dt4uoted, tftD baton hi ceta lt, u allobat tor l ar BoDII, Ill 

lllot..t t or Soelal s...u7 or oli ace p~~~~ion, a aabat&DUal 

• • 
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.ancoe Oil h1J tu bill, m1 perh&pe other ohu&ta wh1oh .,.. 

ntetull'7 1n oonneotia with tbl ldJI4 ot 1IOPk bl 4ou. HOIIIniP, 

thiT do not uk for oolllol't u1 l11XUJ7 *11• thl ~~&tia 11 at wv. 

ADd 1t 11 to !!!!! people - th111 •111 ailliou ot po4 

AlleriCIII oitiaeu •o an tlll'llizlc out the •hrlall ot wv ill 

Ullprtotclent.a uoUDta - that the tuproerut llltt be tailored 

ad !itttcl. We O&ADOt pllllilh all Of tba thJoo~h UCUaiW ,.. 

taxation dap]T b ... u .. a few o! thea haw liON DODIT th&ll thq 

U.Jhow to apellll illhl.llgellt~. Taxation i a !lOt a Mdiua !or 

TeJ!&IIPO'• 

OW' experionoe 1Jl our War Lo&D Dl'i'roa hat prOTed to • 

bqoDd doubt that the heal'ta of the Am1rioan workiJig people &N 

tOWICl &D4 the7 an •n than wil.liD£ to 4o t heir part. Thb 11 

a preoloua poueula whloh we haw in t hh fr .. countey, 1114 •• 

lholll4 protaot 1t at all ooah. Prl1aJ7 ocmdcleratiou thoul4 be 

&i ftD to the11 petple h fNiillc a tax billJ allll tbat 11 uaotq 

what we han done, with the I&DitiOil of tlw Pruident of the 

lll1 ted Statu. 

The aou.aa, atr011c -.rieaa -.u~t be apt atroll£ &Dil aoUII4. 

Ht liUat be gh'u ,.,.17 oppol'taltr to 'biiOM a better AMrlom, 

but " -.at not lat h1a be llcialatel illto 4o1Jac leaa ~ bl 

110lll4 do oa hla OWil alll}llT btl'"ll oae fll hil ~~o~lch'bon, eo..-.n, . 

hat failed to lln up to hit obllgatlolllo 

Regraded Unclassified



230 
-'-

I aa c!wlliD& hen to4q • ~ •*'• .. _ the 

an who 11 .akllti &beNt three th0111&114 4oll&n a,. .. - heeaue 

bt ll thl OM who Will haft to }1&1' Mit Of lilT lDINUI lD hzta, 

ID tbt hl&h 1DD_. ~·• tuta aN ali'M4r ln1t4 at 

1uah a rate that t»r O&IIIIOt N •ter1&11T 1aoNUt4 u4 •till be 

colleotlblt. Morllftl', the nat ajol'itr ot people &1'1 1a 

thtlf l.awr bwa r CJ'O'IIpl, &1111 tuaUoa, l.lb tnrrW»c elM 

1D w rlca h a poocllaet ot, &Ill nllj11t to, the whh11 ot the 

Mjorlt,' . ThtHfoN thq &H thl ou• who mat be •atlltit4, 

btoauat thq &N the OMI wbo mat fiT \he bill. 

I alght ..ta that thq an tha OMI wbon 1pblh oamaot he 

broken, 1114 11ho11 1Mtatlft .a~t he •1Dt&1DI4, 1t w an to OOD• 

tl - to Cit tht b aae~ _,. poocllattlOil 'DIIIII&l'T to 'fiOtoJ'7' • 

Therefore, I will 117 wltuvt hH1t&U• that tu •au aplo7M 

lD till IIIW tu 11111 .ad H tpM&blt t o thta - U ICJ'Itablt U 

it 11 pou1blt tor .., plaa that 1eh out to take thtl.Jo IIOU7• ........ . 
'ie at the .,...,.., llaft 4111111et4 nJ'loua pl&u with the 

worklllc people eat wlt!l tMJ.r lte4tn, &1111 n an oollt14ct that 

through the propoa&ltd&lak I aa about t o ak• • will be able t o 

rahe a t rmn•oua .. uat ot .. 1 to 11t uat4 tor the ar. It 

will be p&14 willlJicqaaa t&CtrlJllr the .Parlta people, ,.,.. 

thoU&)l the •et1111 ot the 1Acl1T1Au&l tu bllll -r M&D Uuolltort, 

, . 
• 

Regraded Unclassified



_,_ 231 

Let - tell )'Oil t1r1t ~ W lll'J'l~ at OUr I'HIGC--'.atHCIIIIo 

re t1rot planned e1.11pl7 1le &l!n•" n!fe !0 p ot• Ill\ t!!tft' ""' 

., ~cul4 atcure the tbolt eaoun\ !ihm!!h "I'"OD· ~11, Ott oourM, -, 0114 be li.l1 l deo.l wq to naeaee the war beoaueo U raleoe -•J' 
fl tncut 1nor ... llng OUl' MaUCIIIal deblo llu\ WI IOGn faunil 1:h11 to be 

a OCJJ J1ltttl7 l apraotleal ldH. BMnoo or b alliattns hlpJI ra\te ln 

1M hl rh 1nOG1141 b rulteta, •• woul.cl han t o double an4 -. tla.a ..,.. 

trlpu t21t ntea l n \he lowar 1-• lll'aU.h, and ~J.• n ooul4 not ~~o. 

1111:11 the 1tu:ust~ c tbrnoe\ 111 Ill' IWI4 tba t • bad to -.In 

tA!lUonal .,.,, tor the liar, that •• .... eo abiOI'b u:s •~•• 110ne7 

w'tch all#'t th.Natan lntlaUon , " than COftllbl'ed nJ>lolll wqa ot 

braoka ta . ln thiS 'ffA1 1t would Mea thllt •• •101t gw t h neoea11U7 

_,, t roca u. lower lnoom. groupa, and thd in s-t t tng 1t we lGl.Wt t 

bt Rirlng thea an adTan t age. But w aoon tound t hat the ftrJ graapa 

'IIIlo 1ra1 lA t nJoJ at leaat a lheoNUoali4Tan\stl!l .a1ld haw no part 

or - put.,,. aa•lnga, or of ~m71hlng tttet 4ep~tnde4 upon Oo'ramMnt 

CClapulalon. '-bor N&eted T10le1111)' to thll IUS('IIItiOfl II being 

_.rl0111- J)U'Uoul.ar}T 1ft tbe r ... of wbat Labor - organhe4 

U1 llftOl'llll lucl - 11 &olftl 111 tbe War Loan clrlfta. 

Let • atop tw a _, lilA tell 7011 about thct. 

'lho wo~.lng people oa ~ 11o. tront are t rw.,tlnp; beaT117 

h luo ~.. 'OIIrlftC ~ 'fb1J'Il 'lar Loan, lnr\1Y1$lall lllfl.,ted __ _ 

bUllone ot tlo llara 1ft OoflemMftl ooeurl U oe. ot .a. " • _ bllllcn • 

lftrt r. Donh , 11111 deiiO.,,.Uon Bolda. .u " fP ~~~ U.aush \he 

l ilt or war pl'Oiluotlon !)kate, •• w111 t1nd tttat \!l08e work lJI& people 

•bo are '*lns u. _ , _,..,. ,_ war worlt are 1nflullnr; b _, 1ft 

• 
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oo.,U.iaa troa their Goft,..&. !be lh1phelllen are 11lr11ti11 
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11$ of tlaelr pq, till ato ••' n J, U. .uu .. .U.n _}, u1 

1a J.Jolat.a ..... , .. !law eea u la1P u 10$ ot till total ,.,.u 

of a hQII plaat Plllc te JOllie illr!ac a g1.,_ tla. 

BMlbilaC tlaat tM q •• NSa\le IOVM tor ..., to 

tt.Me the..., 1a tM ~ h 1 a pow.,., al b1riJ1c tMt U.., 

•1114 ut appnft ot tlal rotia.l u.a, • toR 'baU to npreaea­

taUm of the11 P!!p the Jlea ot ICIMW!c a _.ante iMnue 

1a a- tu with a •ataatlal. l•rn• 1a Sl&lal S..V1tz tuo 

011 ,.,..,. troat • wn •t with 1.ahreat ul eatlmllua t• 

thla auggeatia. '11 .. PI toll that •• ooll14 go j.J tar aa •~oho11 

u-c thil u.. 1Je ••n to~ ~~ •Ula~Jbi 
p.-.... /t: 4'\ / ,/. • ~ 

Ut ... , t o ,.., tM \111 to ~~ tM otfl.u.,.. .. ot s.ol&l ' 1 

s. .. u,. 
'fe felt u. .. IIIII .. fMl aow, U.t th1a 1a tba beat poeelbla 

aolutl.oa to U. JN\lla w1• DWa • an t .... J the Pftbla ot 

c•ttllc a cnat &Ml 111 _.,. t .. the people eo uw •• ._, -

111c1 cetuac lt wltlaaat an1bvU, t..,.IC 1t ..., •1atlf ""-' 

~ ._ bappq to laaw lt. 1Je W P• to tlaeM JIIOfle ul ...W 

tl•• ..a therW wW t• u. ft.1l 1a the • ....,.u • ..,, 1a 

Ill tstiaUoa, to lnt 10 laQP a hria aa • aut haw 1a ,,... 

te Pl1 tor 'flete,.. 
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i t han •" aJ'ftlli-llt• to ..... tablllh ou f1pthc MD 

100110111oall1 wha tbl7 ntua to latlll an l1Tel oa the 10111111 

roundat101l Oil the rletoPJ thq wUl han woaJ IIIII an w -.t 

e.leo Jc" p ill a11l4 that oa that aoiiDI foiiDiatlOD of TlotOPJ, 1111rldac 

mtll &~t alto ba1l4 an a4 better Una. Then 11 thlt .. 

dl/ftl'tllOIJ thl ptOpU tlho AN WOPtiJac to~ alii wkt'l& IUbltUtlal 

-.g" ou atfoP4 to -a laP&•• illftablnh ill thel!' t~ tbaa 

OW' lldlti'l& ... 

That 1J how •• U1'lft4 at thl !NuuPT'• ....-dati0111 f~ 

the pru111t tu b1U. \Ill bellen lt 11 10on.loall7 aoiiDI btoauae 

lt w!.ll tap llff110U7 that oaa be oou14e..a 4angeroua, aDI1 lt will 

giTI Ill thl Ull of tJ.w IIGIIleJ to fiiWUII thl W&l' - IDfl ill thl final 

11111¥•11, •• aN &hiJIC thl peoph aa opport1U11t7 t o 11lT11t 1n 

thtb oa tutuN IHWlt7o 

'l'ht 'rPianPJ thtrefON ....... , -•• that lD 1~ thl 1Jid11'14aa1 

iDco• tu be a ..-wuoa tu u1 aMlal 110Vlt7 ........ • • 

1'100._. that lalblt.l •·ra• tu nt11, u auoh, be railt4 to 

1t•l4 Ill adaltl--.1 a.a llllUl• aou.... !be £"&tilt l*'••h&l 

ot thia will oo• fNa ~ •'d•c ••• thtll thlrtr-ti,.. hWIIlrli 

dollue a ~ar. 

lYe thla Nla.illl that Soak' s;ourlt, be trltD4tl aDI1 apule4 

to COTtr Pl't.otioalq aU periOPI la thl Jatloa, to l.DoPIUI lm­

• PlOJIIInt 11uuruee bnl!lta, ~ to prorll• btaltlh for t..poi'U'7 

•• .. 
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ahabillty Ioiii hoepit&Uut1oa. !o 4o th.ia will ooet thl ·aer1MD 

people, chltflt tholl up to thirlT-tln hliii4PM 4ollare, appl'Od­

mato)J" s.71:4111ou. Jn a441t10Ml pqroll tu of 1.6 b1ll1a 

do llar• will y1el4 a total of 5.88 bilUn dollar• for Soolal 

security purpo••• - 1114 tor the t-41ate pvpoee of htlpbc to 

tiDADot the war. 

!biN 11 • prthut a the J&rt at .&Mrltc labor that 1t 

au ooatortablt •et thla bill. It ·11 bOIIIl br thea m4 acbdtt.a 

by U1 to be a latrifiOIJ but it it felt lq lea4trl &1111 lpokl-

for labor that beoau• • are ezpulbe Soolal Stourltr'• a4T11Dh&"• 

mel are pel'llitt1Dc the worldag people to iDTIIt in their tuture, 

thit aaorltiot will be a4t wlllillclT• Tht people will fillll a w:r 
to ... t tbt bill, withoat Hllllt.llll. 

low let'• 11e what th.ia woul4 ... to 1ll41Ti4ual tupa,-r~. 

fake, for eu.pl.t, a MPP114 per1011 with ho 4epellllenh. 

A.lellllbg that thil a. weN •kS-c $1,600 a rear, he will 

P'1 $46 1D tu11 tllh ,.... Jut .,..,., ulllltr the pl"ll&t lur, 

with the i1111 r .... of two piPHat 1Jl Soe1a1 Seourltr ,.,.ate whloh 

la. oalle4 tor 1Jl tbl Jl'eHut lair, he wlll pa:r tea. Ullier the plu 

lilioh the Tri&IUI'T it ....... iJll, thb - will pa:f $100 tnar41 

inoo .. taxu t.n4 Soelal SMurlt,'. 

Tt.kt tbt 0&11 of & - 1Jl the ·- oi ..... hiiOII eU'Ilbc 

thl' .. tboueu4 aoll.an. !1lil .,... he will pa:f sur. llzt ,..,., 
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under tho preunt 1 .. , b. .,ula 'P&¥ tS2? • UDder tbl pre act 

propou.l, tw wou14 pq $4.58. 

Fln&l.lT, t ake tha oa11 of tM an, •rrl.a 111a with two 

deptndtnte, tarnlDC to thoua&ZII\ 4ollua, 'l'hia Jl&l' hi will pq 

~.238. Nut 71&1'1 11114ar thl pnaeat law, he W)llla p&:t $2,2&8, 

l!DIItl' the Pl'IIIDt pl'Opoaal, hi .,ula p&:1 $8,666. 

The total ruult of thla propoaal - tb. ralat ill lnoo• 

ntu, tho lnci'IUI ill Soola1 SeCIUJ'itJ p&_14 ~ the aplqll' aua 
the •plo7t11 woula total 9.15 billlou, 

We propo11 al.ao tlat oo.rporatlOil taxu bt rala.a, undtl' 

235 

certain aonditlou 11Dt11 wt haft Ill lncreaa.a 7leld of 1.11 bllll0111. 

\to reco-DI tb.t utate aDI gift tax11 be rata.a to tha 

extent ot .40 blllla aollare. 

i t are propoalJlc o 1JIIIU'tUt4 uol11 tax of 2.58 billion 

dol lll't . 

The lUll total f/6 theM 1u ..... t4 tu .. 1 uMtl' tb. J'ICO-W 

propoeal tulalttt4, will total $1S.20 blllia. 

'!'ht Tl'eaauJ bu .. OtMI' PtOO-clatlOil to -.Ice ill OOD.DIGrtiO: 

with thil t'i~ we reooa 1u th&t ,,...., ettort b• aae -

and tt thia 11u1ca- to ,,.,,'7 0\ll' tuu aDI -.let 1t poulblt to:r 

the llureau ot Ihhrul. Born:•• to peatlT aiap11t7 tu ret llftlo 

11'1 tpellt a gnat 41&1 of tS. att.-pt!Ja& to alapl1t7 tlll 

S.ptubu 15th Ntun foiU. I th1Jik we _,_, l t u al.llplt u lt 
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11 poullll.• to ab 1111411' the hiWI ot tM ftr7 oo.plloatea t. 

llliab wu pout& hPillc tM laat '"11•• IVt tl ou alllpllt1oat1• 

., aoooaplilhti, ftrf ta lrlr, 1tr poatpoaJ.QC •lh of tht Utt1olllt 

oaloalatiou \lllt1l tho ..,.. 11 Nt1li'll 11 f1W. tJIIIl.••• thl law 

o& be aillpllt1ei )tl.,. lllt.rM 11, 1t 11 .., fNU.C tb&t thl 

mat-It acaiut UT tu t ... that oaa tttlt1U thl Nquiranta 

of th11 ~ .. at tu lair will .... CJ"Mt NHJit-t _, thl 

•riMA puplt. 

I .. '"" tbat Caecr11 epeea tllat tliiN 11 cnat ro• tor 

a!.plit1 .. t101l 1a all ... tu laa. I HllBtt hoN 10 1ato thl 

.. bile of a1aplU1oat1-. lllat I lhoall Uko to Neo-a 1pooUl..U, 

the repoal ot thl V1oto17 tu. The l1oto17 tu ''"'' t1poo1al}T 

to ooaplioato Nhlll to-. It la 1a ltaalt ooapUoat.a, 1t 11 

oaloulat.a aur., .. u,, ... • a Mill .t Uttel'lllt oxapu .. , 

ao there 11 110 1lliJ' ot ,s.,Hf71ac 1t to alllh aa o:doat that thl 

... 1a tho et...t ... ..a will tab 1t 1a h1l atrl4o. 

Ia .U.bs tlll law te Ml late th1o lltaatia, the 

Go1t"-11t will len a 1.-tda --t ot ,......., lllat I u collfilct 

Qiat the lo11 ot thll ...... 11 t• lou lllfol'tlllt thaa the 

&Ooi-wi U ot thl -.noaa t..,.,... 'l'llat'• -, I .. vela& that 

it 'be 4ollto 
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1 111.11t tt ,,.,_, te Ja ...._, tile AalalltnUoa•t 

eqgute4 r•t~•• fer nblac ..Utleul tau• to belt,., ter 

the ..,.. ld .,. ~- that, I .. t te UJlala lllt\J thh ,,.. 

1,.. ••• U.liM la Ua ,,. ... , fe-. I tblak rn ,,. enU u .. 

to kno• at\ •air tilt lltlel•• w II••• -'•• llat ov NtiOat fer 

llllkiag \bell ... lll ... 

BeiiUI If Ull ...,. 101\ If tM WIP0 1 t h llltiiUf fer 

Ul h clu1 1a llti'Oa0111M1 n,..... !ht INqet ftr tilt flttal 

Jill' 1~ .. 111 ftr 101 llllllou la t.,.U.ltiNI• AliA 'llhllt lt 

M:f Ill poullllt, aa4 1 Upl lt 11, to ••taU ... con~tal 
n pea4Uuru, n , .... t lit fncal U.t the wr. I a mo• '117 

-that ou wllllaptt• " .,..a tu ....... 17 tua •• ao 

Mttar bow larp, )lu bat • .. tWta tffMt • tile lhu of oar 

- 1a lltttlt. !Ill RJtdtr tlptlac •tal,.at llh!ala • ban 

P~•- 1M lloapt )lat If MVH IIIIa upeatln, llat 1\ •111 

lhartaa tbt .., -' .u1 '"'' tht lhtt tf tho11Mll41 of tMrleu 

tlptlac ... 

Tile .out tut 1t ..,... .. • lu4•l"M to kttp the •-. 

•ar•I!M oa. '•ten• et floeatt all "''' tlll wrld - t."at bee ,.,., 

utold U n 1 .. 

Tbe11 tblagt, 1a tU ICINpte, btu btl ... to lnallcl tlll 

ftr ooat to 1\t ,,. ... t 11qe JIOJif'tliU, IMat I u lllN 1• 

11111 ICIMo u4 I 11 an tM A81rl11A f"flt AC"'• \Mt lt La 

•• • 
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110rth wb1le. 

IA theta" of hqa -tl of -• t.o H N1H4, n ,,. 

•t • l th a "l'f aerloaa ,ro\1• of aNatlar tor tM AMrleaa 

ptoph a u• tu procru tbat 1a tab ld •tultalala. 

Wt set nile hap -.b ·at ad41UoDal lliOiliT tor lluulq 

tht nr &114 eollllatiJIC lnfiaUoa, u4 1•t lD clolac it .. llliiDOt 

oflrlook the Cut that there 11 a polat be70D4 tillah •- i"OPll 

cannot pa7 bl(hlr tu .. ot uq aort u4 aUll k"P a t..U, 

&O lJii • !here h a polAt HTOGcl 11tlhh tbq -•t ••t Uta 

... •, 

tu bill• and atlll alntala a atllliud of lhiA& 'llhioh .Ul pendt 

thea to oo11t1ua liD help ln the aff .. Un pro .. ouUon of the ar, 

or of ibllr cilltln 1D tht ohlllan aoon011,1 whloh h uo .. ••l7 to 

111pport the .... 

I • telllac 10• thb to Mpiluba th• faat tMt thl Treua17 

DepaPbaa\ baa ut anltNlq N t U. a f lgan II tht UIOUAi to 

bt rahd, lllU..d Hpft t.o tha probliM lhlah uht, allll lltllth 

.. t bt •t. Ia me, ner the paat NYtral -th•, ukecl t he 

htlp Of IYI., ..... tba Upart-t of Oo'fti'IIMilt haYUg • ., rtlti 

ablp to tu .. , 1D•h•11c ~ ,.,. acl tbl ••"7• tJ14 I tblak • 

han uulnt4 "'l'f 1 aa .. 1YMle ,1. to ralu aclclltloDal tuu 

" •qt~ltabl.f allli aft1a1•U7 •• p111lllla. 

•• he.n ... .,.a u. .. plaaa aplaat• 

' l nt, the allillQ of tbt pla to nlN • ..,, -' 
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lh effect oa U.. Wl&tiaa .,...~ 

Seooal, ~ 4e&nl to wh1eh U m!«lat i.D.terfiN wUb 

.u pre4uUMJ 

rAiN, u.. it&HI .t IINUhi» u. plan plate• vpoa 

ptiJU with fist( 1 ..... M4 with lb.a obllnatl.crur eai 

11pta ,..ple 11.\U 1.D.Mequt1 1u ... , u4 

)'OI&rih, lb pruUeabll1t1 ...a eoat froa the atani• 

pout fll ita "•h\atntha. lio plaa b &oo4 it 1t "n't 

work, 1l 1t 1t t.pruUoal ter thl &lnrw.at to lwl4lt, or 

l.t lt tllrtber trill the patleue ot the tupqer who it 

al.ftaq ~with too auah .a too eOIIpllCI&tM paper 

Oal ot Olll" 11\llf ooM141nt1ou 1A dnelopilli a tu procNa 

hal belli tlae •-1111 ott ot wt ia oa.J.leci .. .,. .... OptMID& aonq.• 

It hal be• ••U,hl that IRH• ~uta to iD41YiciuU.e wlll 

&IIOallt te Ul ~- .. lla.n 1a Ul1 f110al ywu ot 194'· !hi 

uoat Ill p1t1 .. 11nl... anJ.lMu eu uurb oalT about 69 

biW011 ot th1t lA )W1•, leariac N billloa. :'enoaal tu11 

•111 l'llha11 tUt tipN 'r 11 )Wla at the pna•t rate, UILTll• 

a tetal ot a""' a )lllt• .. ll.aN. ot tbia 41 billloa lellan 

w up~et to ..,_ ott a .U.batlal .-at 1A the u le ot 'iiar l*lll 

to iDiinlula - '-' • _. ... M .,._ ott 1a thla _, .. ...­

net, ot enn1 , lo"tell at ~ ,.ut. t11 .. kMII that ivllle 

tht oaltllllar 1MI" 1961 - that it to 1&1• thrOIIP tha tbrll 

, . 
• 
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"'"' llhieb .. haft Ml, -' tale Nplar Bed Mlee llbi~ 

go 011 .. th &fur -Ul - •111 Mft •II•PN4 at leaat lf IIWla 

dollar• of Udl w gerau _,, ,,.. l.n4h'l .. ala. 

Thtrt are ot ••• etMr t•• et aa•lan.tloae17 aYlqa, 

111ob u lite 1uvaM, wb11h alto ••t II• wlltraetM troa the 

u b1ll1oa i!Dller l.ntlet1oaary c•J• 

llllt "" ~iq tMN eulq• aloac wlUl Bonb, a nhtatlal 

•• • -•' of 111111 iu._ wlll atW be llftJ allll u Ule pro4uUea 

ot c1dllu &OoU 11 4HNaee4l aal Uae 111pp1J et thhc• to "-1 

btao•• proJNith•l7..,.. lla1u4, the deacer ot latlatlea MUte. 

AI 7011 tn .. , tilll'l b nothi q IIICUallJ IIW alto11t th11 

tlirut of intla Uoa. 'l'be 11141 ot 1 t hen IIIIa wl Ul 111 tor a 

lon& tl•, aad the OoYe,....t hal taken IIUirolll .MatiU'II dur1q 

tbt ,. .. lit put to eepe w1 th the al \uatlon. Partlalq Dilate aUl 

nt&tq, till thftat ot latlaUa IIIaH to ~ to II• tar ....,, 

u4 puUalq ~~~-- et a laok If ceunl IUIGuetu.ainc tC tilt 

t! tbt ••....S.• fM\en -tanlYM 1a l.ntlaUon, aot IIIOqgA llaa liMa 

4ou. Mila .,,. ,, 'u tiD N -... 

Ia the ,......., • llan ...... t,..w ea t• •pe•1l1• _,, 

o! IOMet\lnc lalla U~ - •• MUhhat PM0.-114111( Of hi&Mr 

t&a11, aad the eall at War Bait u4 tu lo&ee. 

<e lla.reh i, lMl 1 Mt tap tht Detail S••b&• Stell l.n the 

Tltatli"T tor the ,...,. .. et ,,....till( Ull tale ot Detail SaY1ql 

!lcioch to the IIMI'Il ,u111. oa 11q 1, I la\Nd•nl Ul• 11rl11 

1, F &lid 0 Sedace Blab la aa effort to Nil .. l.n41rlaal M'fillp 
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•• p~~~~~lturtl ot tllllt ,.... t•• ··-"' ,..... 
011 April h, lMl, I appeanl Wen U. c-lttM oa W.,. ..a 

)IHIII to lh.UI ~ .... et N11bc s.a \lW ... aU1UIMl 

,.,aue, .. of tlle e\JttU'fN fll tlbiell _. •to JrtWat a ,....u 

rht 1.11 prl•• ~ ka.pbc tM tetal -~ fit -ta.r piiMbUlJIII 

powr Ir• outn•'•e P*•U•• • 
011 Auc•t 1, 190., we pluea oa ••~ tu ut1dpaUoa Iotta, 

a .. lpel to aa\11 tlle tu,.,-r to taft qat ... UtallT for lilt 

tu bill, ..a at tM ... u. to ........ pll'tbu1JIII ..... 1llh1U 

q ht haw Ma apat f• ......... ' , .... . 

011 Dtoaller ?:1, lMl, .. 1ftncu&tt4 the ra,nu SaYiJic• Plaa 

tor the recular aal 171t ... tlt tale of Ollt!i Stataa Salillt IlDia 

to -c• IAI'Il.... Wltkla a .,..,, .... )¥ 16 lllW• .. rt ... wn 
... 

replulJ MTlll ..... tua p ..,...u .... etlea. !!111 .. ,. M-

4llttbc •ar)J tlaJI' _. ••• h·lf per .. t at their pq, or • total 

ot ..,., 110 alll1oa .. Uan a ~. 

U tbt ..... , tW. 1'7 alWea worittn an a.aaet111 aa ... ,... 

ot approalattlJ 10 ,_ .. , ot tulJ> .,., or a tetal of UO allllaa 

dollua a aaA, 

Oll lfaNia a_ lJU, l lfJIU .. .., .. thil c-lltH aal ..W 

tor 111 illOPMM 1a "' et 7.1 \Ull• a.Uan. I atatal tut 

U.. oh1at iltT ot tu aw ...,.. aet _. te Mlt UHk laflaU-. 

IIIII po1aW wt tut ._tiWic lathe •.-1• tlell .. lallrftn 

with tlla ... lffll't .............. ,HlW 
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r!H ill pr1MI -' aa UflaU_, ,rl" riM 1e a .. _... of 

gH&t 10dal iJljuU .. o • 

In tht thrtl ;rtlll'll lMO, lNl, lNI I 11M! PliO_ .. , \e 

Co~~tr•u tu lalreuea \etall111c enr 10 bllllM bllu•, ul I 

aa cla4 to lt:f that Coi&PIII ~ ell&et .... , o.f theM Ul ..... lo 

It 11 1&11 te IO:f that thea1 ~ I'UII W tll1 __, that .. llan 

reallle4 ~liP the aal.e IlL a-u, haft liMa •uebatlall;r 

hllpl'lll, 1a e .... u .. with ether o.n,...tal utleu ... ,... 

•trletiou, 1a HatNlUJic UflaU• to the ut~at te 11b.llll 

lt ha• th\11 tar belll e.U.lW. 

I hno &ina 7ou thh b&olq;I'O\UII! to rea1M 7" that th1a 

l..ntl.Ationary toaleaq b ••thiJI& lhl oh hu ll•• with u onr 

• per1o4 ot ;rtlll'll - ••t!WI& nu• wh11h • -.t eoututq 

at&ll4 alai( - ·-~ t~W wh1eh a ' "'' leal ot eurltiM 

- 11 worth WL1la 1a U'4ar te pretHt ov .. lna 1a tllt tutve. 

,._ • atatliUI&l atua,.lat, w a .. 11htn tu balk ot tilt 

lift IIODIT u.., .......... Ulefttere, u .. allo the rreateet ..... , .. 

ot Wl&UDM17 ,. .... . 

... -

fola7, "~lP• et all tile tva 1 of tllt utln 11 c•111c 

lllto tht pq enel.ep~1 ot peeJl.e •lll'lliac 1111 thea tin tho11111111 

4ollan a ;rt&l'o .b1 ftiP WI ..UM the p11ple Hft.iJIC ~ 

o"r • wbdttlllH _,., Mt 1111 thaa tin t ho• .... bl.lan a .,..,, 

Prtllat the pnteet peteatlal 4aJic•P tna U.. iatlaU......, atal­

polnl, Ill tb. ICC"rate, th1l hue• poup o.t peeple - a C'Wf 
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u Uuttd to nuller aro11114 alllloa -- po11111 a r reet cleal 

of i.ntlt tloAAI'J aonq, t.he .. lcllt ot whlell ou O&IIOO wulu prlto 

riau, and ou oo.phtol7 upoot 0111' entlro oooualo 171ta& 1t llillt 

abaorbt d in nttloloat qlla tlv. 

Btd~Ji tbh 1a a1114, aacl &lao hnlng lll a1D4 the 1111d tor 

add.l tlonal tlaada to flaaau tbh aut 11pouhe nr, the '1'H11U7 

ttt a goal •erlT ill• ,.., et 12 11UU c.n dollar• 11 the • ouat or ... 
ac!dl tion&l NYtnlle whloh lhould 11e rliood 117 aow tuaUollo It 11-cl • 

reuonthlt that tilt 11ul.lt ot tbh t .. ln 111lllon dollar• ooulcl -

wl thou\ too r ree t a ltorltlot t roa t.ha 1104;.a u d low lAo- gro11p1. 

tl.noe t hlJ goal aa 11t u a tathfaotorr tlgu•• froa a thoal 

atancipolnt, t.ht T rt111117 baa dona oonlicl.era11lt invutlgatlng. 'h 

hue gone w hUo the 'froaallJ7 otflou, o11hlde of 1\uhlar;toa. It 

lcntw t hat twln 111111oll dollere, :!&en truth ted i nto l ncihUual 

cuu, n1 a great deal ot - •11 &114 11 .. progroned i t. our 

lnnatigttiCA11 .. 11ot•o 110r1 1114 11111'1 oophat of tht pi'Ml .. 

.r~uld b" ' 1a l fYJlag 10 hlap .(t~. aa eqllitule 

lluh, 

t1llle lt h portoeU, olnl•o thlt 

oountrr lndloatu t hat \hero lo atlll ••h ro 

h utinn, lnouu 11 ut clhtrllllltM 

in auob • •q that lt ... oqllitabl7 111 4~• ott 1n hag• quatltlu 

ltral ht aorou Ull gha lne- ~nl. 

•• tow tbh out nry clefW ttl7 cen .. u4• aobaal 

'"""•t\one 1n tbt fleU, 'thea .. talked to aotu.l peqle -
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ptoplA e o pq rat. t ... thdr talll•• ... ••t thl utn \llla 

whlah artl• ll't'lac a.aU.a 11pea ~. It t011111 that eo. hal 

trt!M114oua alllllt7 to J&7 tu11 - &11A ao• IU'Il1JIC the •-

.. ount of •'11111• with thl , ... 4epell4ntl, wn alreaq uarhc 

tht brtt.kille polllt. Alii la all the plau that w 4enlo ... or 

txaalMA, 'II 414 ut tlBI a 1111Clt OM that •lll.i 11pan.te oat 

with aqult, a jutloe thole eo 10111& W1J a great leal of ... 

tuu troa tbo11 who eollla J!&7 .,..,. llttlt. We tOUJIII u .,, 

that 1a praotleable &IIA worblllo. 

FfOa OIU' I UP"ff711 u4 froa aheekla& tl0111J thl Nlpoul If 

10rkillg peoplt 1114 f&I'MPI aU ether poupt 1A the BonA l>rlna, 

n further foiUI4 that thh S...qul1t7 1A al11llt7 to PIT tu11 11 

llt llc •••pq~ate4 tor 1A a l&r&• MUUN '117 the Yoluntarr purohue 

of 8o1141 -~~~ peo,le who baft .,. thaa their ual uo11at ot 

_ ., to apellll. W1 to1UIII, tor ua.plt, that uoq war wrllln 

l11 llliuatrl ... ,. 1•••• hu Ilea .Uatantlal}¥ 1Donul4, till 

fllHiwa of Bollia 11 hJ&k. Ia tut•l•• ._,. proillotloa 11 

" Ptclt.l}¥ hlch, ... -.,. ._.., ul onri~ an aoeoNlllcl¥ 

hJ&h, the at.le of 1n1a ll alallarlT hlch• IJl tha *V4~llo 

1114uatrr, tor ex..,U, a .,.., lUI• ptrilu ot the •rbra are 

bu¥1111! Bon4a OD }leTNll a.auu. plau, ana thou .... arelle4 

ll't l't£11 lar17 lnnatliiC __,.,.atac• ot thelr ..,... Dllrllc 

• 
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u. rbira u r Loaa Drh• tu worbn la ro; ro•atau,. at.UU.e 

plallh a Detroit 1Bn•t" iJSL"""' tt aa •'ftl'lle _. .. ,_,, .. 

aollatl per ... la atn . .. ...... !'11117 414 tilie et thllr Ollll 

t r11 will, without ...,lela 1io' th.e ce,.,..at. 

'lhl• patten holb t ... ~ tbe Dtf1U1 1114utrl ... 

1 1..1'&1 proportla flf tbe lhl; lnalUero aro oa tbe pqroU a .. 
4aotloa plua, ... aro la'ftetlac ll.I,C Ill tllll.r -c••J .U at tU 

)V4 llhloh I 'fle1W lut !'Jm.rtlq, till • Jlo,.•• th-el'ftl haft 

b.Pt with thllr - 1far Jo .. pveba•••• .,.,, tath •hlp the7 

ha" 'bllllt. 

In t alPMu to the &ftl't.ll AMrllas 1ltleea, thertlore, 
~ 1'- """----12 

It SUi t I &J t ba\ aot n'I P70M who b '$?et1N~I O'YIP- :) 

•pdlD&. 
Tbt creat •Jor1t7 ot Mll'loaa people .,. 1-.. ~ &114 lllld 0111 

to do their part to eoeporate lJl 11'11'1 w;r tbat will hll p wiJa 

tht nr iJa tJae ehorta.t po11l\le tl• • !here 11 • tw.l• nt&l 

aoiiii4Diu a'bo.at tla• whlu 1e net al..,a tul.JT epprodat.a. I 

ha" .... it at "'* 1a ... . .. Lou b i'ftlo 

I u '"" that • .. 101111t oa t11.1a u I.D41 nhah te '" 

Ul IUOOIUt\tlq thft.P 1a IV flpt lplut laflatla 1f - will 

onq tall th• 11bat te &o - tl.MrlT aal leeiel'ftlT• tall thla 

how the7 •• hllp. We HE Mt JAc1elate 11o;entloa. ... 'bqiDil 

a certaiJa polllt lt 1e uoac h att.~ 

245 
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That .. rtalo tolat 1a \be 1nr1ac at tuaa ••t .... NUll¥ 

!all tar abort ot tlbat the ut1• IIMla 1a tuaa, a4 at lbat ... 

&Jttrioant ou attor4 to P•T• 'ftla ._, ot .,.., .. 1u taU ~ 

legh h tloa 1c111t , .. allllt uaorll ... IICh at our iaapr0111 della,., 
\ 

beoa~~•e enq 4ollu that au be a,aat, ao MUu ~ •-. ,e · . . _ 
... ll· •. '· •( 

att er 11p011 wbe\, au 'Ill lplat to MIOP'II IOta& put at . 

b I I I g IUJPlt at p.U aa4 Mt91Mio .......______ 

, .. -1 th lllk \bat • a*l.i u\ ""'"-\be aYanc• AMrlaaa \u• 

pqer at th la tlM td.~ a aahaillla \hat wlllcl )l'o4aae 12 bW1oa 

4ollau. Oa the etur hull, I !tell a.,. that w eaa aak a te\&1 ot 

10.5 blllloa c1ollua, of *lab &.6 blllloa h 1a4h14ual U.O• tu. 

I •• hlklllc a anat ieal un tt4q a'bo11\ tho nonco 

.l.ar1oan, the JUA a 11 u.kiA& mer the thaut&Dil 4ollara a 

1 .. , •• llun .. lw 1o tho •• lba 1111 hau to p&1 •at ot US 

Llorouo 1a \uoa. 

Ia 111o b.lp 1aeaM ll,..uta, tueo an alNdt l n1041 at 111ah 

• rote \hat futau laenaaeo td.ll ut 7hU •lleta.otlal a11111 •• 

Mhrlallt ali 1a \M ltetU• aplut l.AtlaUoa. 

~118 of the tbJ.a&• I aat til n•-.4 tadal - ODe el \ba th1JIII 

• ~~~at CLO - aot te M\111) •• 1 .. J.a•• pareea lid to lie J .. t 

to hla - h uka alla ... l tar llaftliUp ...... ina trbile • an 

llttlDf Ollt top\ ... ..., f"a •at paafla, ...... aa\ullJ 

lo ghe tax nllat to eo• peor1a. 

Tab, U Ia a...,le, & MI'J'la4 .. w1\la WD U .. UR\1 .. lac 

U500 a 1•u - &M there an ba4nil 1f thaultllia ll.U h1a 

tJuoo.aabo11t u.. eaaatpt. ,. t .. h ... 81klA,: hll \Mil ---- ... 
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$SO a •uk, a tu ot $60 a T•U 11 a 11ufa - a Mfofaa ~ tt..a 

header to h1a thaa ou wth lUCeJO ...U prrn to be to a JMI'Ioa 

.akillg • r .. hulldre4 lollara •n • ,....,. 'l'he .. r~ ....... of thia 

probltll deepa• •• n filii the .. -.kbc a thouaal lollul or 

the widow .upportlllg Mr ob1U,.. oa $800 u1 theN .,. MilT lib thea. 

The pro::na tMela I w1l1 pNeat te 1011 to4q take• that 1Dto 

c~lderation, ,., •·k·• ' 1 '' lata ••Lftr*l• t~·• bz vlww wt 

1illet • • haw, .... , w ba;; ....... •= tun ; fiia1 t:w 11 UYha 

C.lhn te-lO.i liU.U.ea ld' u; 

A• a reeult ot our 1aYeatlzat1oa~ aaoae &Torage '-tr1IIAI, 

there ia ODI fllrthiP CIBinl N00.-4t.tloa that 1 II&Jit to .U:e -

tb&t n •rz ponibla 1t11 be tab& at t bll 11nloa to reduoo tM 

capllcatlo.u 1.a ov tu lan &J.eh ..a it MIIII!J'l for the 

tu!!lar to till oat eaplaa at Uttlwlt tu to .... 

t'e epjat a &Nit 4aal of U. dt•ptl~ t o lillpllty the 

$ept•ber 15 to,.. I th1U we .ae 1t •• liaple •• it •• 

pouible to ab 1t 1111111' t~ te .. of the pr11eat nrz ooapllcat.a 

1... f e are uw ...tS..C aa the alaplltieaUoa of the ~ 15 101'11, 

but I n.nt to eq that 1t 11 • tlllla& that &ll'f tu fol'll that 

CIA ••t the ,.~1 ot W a Jll'lllat law il lU!t.ll to Olllll 

a t reat leal of Na•bla& UDIIC the .thlll people. 

I 1111 aure that o.pu1 _,..., that there 11 a ereat hal 

ot rooa tor aillpl1t1 .. U• 1a 1 v tu lan, I I&JIIlOt haN &0 

lllto ~ detail. ot 11.,11t1eaU•, llat I aat eertai.alT to 

reco::aena ~ eahlaiJtc of the Vletof'T Tu wlth tbl Iaa- Tu. 

I 
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That 11 pe rt ot our propoaal. Tba Vlttii'J Tu aapulallJ' 

~•plioatu "turn lol'lla. TM tu lA 1 taalt h eoapl1tata4 a4 
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It 11 oa.1oulata4 41ttanlltl1 aad on a bath ot 41tftrant eumpt1ou 

t ro:a t h• l..o oo.M tu. ConaaquctlJ', there lt no prnent •11 ot 

al..apllfTI..o& 1 t on a tu fora to 1111h an ax tent tLat t.ht M.ll ia 

the atrttt tan and .-ill hie 1t 1Jl hh atrlda. 

--Let • tell 1fN uw •~out our apu1t1t l'lt-odatiou tor tht • 

tu probJ'U whlth 1 alAMHlJ' hope tu be pu&M before tht ant 

ot tbh ' '"'• thar•t Mk1n& 1t po .. lblt to apu• the publlo the 

ooaplloat1on u d a4de4 buritn ot retroaotht taau. 

I aa reoo-11111111( a pl'Ogl'la to inortut ft411'tl oolltotiona 

b7 approximahl1 10.& billion 411lltrt tor a tull ytt r ol opll'dion 

IUidtr oon4lt1ona aatlo1pate4 for the near tutu"• 

I rteoiiSIII4 tbat t hoaa tuu lla nha4 th l'OUgh an i.nereue 

lA Eatatt 1114 01tt 'fuu, CorporaUon Tuu, Saleott4 h olM 

Tuu, IA4 la41Ylaal Iu- !uu. 

i atatt IA4 Olfi Tuaa 

h tata tuu bl'fa ~~- a part at our t a4tral tu atrutt­

alnu 1~18, kt tba tatal aantr111ut1on hat baan llllcluly ... u. 
iD thia ptr1o4 uaa4 11Ma 1"at ad41 t1onal ranllllt h ne .. u&l')', 

u tate tu Jl'ltr& abiNll oontrlbuta u benilJ 11 poulbl• to 

tbt coat ot the war alo11g .-1 th othtr i l'OIIpl ot tup•er•. I aa 

•~~L;utlng tnat the nqpUoD tor itta te Ttxn ba nuae4 fNa 
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soo,oo" to ,,o,ooo, that latah ... ,ut \u ... t .... iJI.aoeu.. 1 
lhl'll~out the IWio 111 10 4ola&, wt I&D rai11 &D addltloll&l 

400 lllllloa clollar1 oa a hl171&r11 llull. 

corpor&tiOil fUll 

It 11 Pill n•.a \hat MP)IU'Itlta tu11 111 1Direu.a. 

Du plte heav 1Mnu11 b tu .. , the ut 1M- ot aorporatlou , •• 

rcaiJI~ alter tut1 llu tolltlaouq rbta liJlOI 1gsg. After 

N111i dl'fljab, MP)IU'Itl ... with aet lM-1 will hen u4.a 

to thll r oaplta1 out ot eanlJage, u utlat.a 15 blllloll clollare 

dlll'l Dg the ,.an ot 1961, 1962 aac! 19'3. We therefor• recolWitllcl 

that oorporatloa tuu la ltllllr&1 be rahecl, but thAt .-.11 

corporation. ehoul4 'be g1Tta 1101'1 tnorablt t r .. t.nt. ()lr 

achedule tor illoNuill£ torporatlOil tuu hu been 110rbcl out 

&10111; thh 11M _. will ral11 an a4dlt1onal, 1.1 blillOil 4o1larl. 

Regraded Unclassified



&J•ll• ruu 

lt 11 the belle! ol U.. TrtaMU7 !Jtper\uat that aa 1Aonue 

1~ uci ll tax ttWI, baa ueb to ,._114 U , u a Mau ot nhlnc 

a~cUUo: al IIODOJ lllrlDc a •r ptrlM. LUUt tr no introtM 

lA edainlt\ra\ht MlhiaiJ7 h n q111rM. n ... laD " Ml .. , .. 

IIllich nu 4 \o be oouent4 tor •r purpoMt and a4d1 tlonal texu 
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etA be plated upon .,uoaal tt .. t! txpta4Hurt .uob u liquor ad 

h 'baoco. Tilt \U ntu that .. aN llll i;llt1Ag ... .,, llttlll !lU.a .•. 

to the wv tiM eon41t1ona t! euppli aa4 llt-.n4 tor eaeh H• 

Hpatlttl;r . ibea tUM eonclltlona tbanze, 1 aball ncC~U~IId 

ttTil lon Of tbt ta& Ntalo IJaUf \U lthe411lt wbl oh W will 

preaont to 1•~ ln 4ota1l, wt tan n1M u a441t10Dal 2.5 bllllon 

dolltr• t.hrough 1Aoreuu 1n pn1111t uo1M tu ratu, ana 

thr<!lih now uoitu. 

Tho tu lureaau o! wblt h I ha.,. epoun - t he lotatt •114 

Cll t tu11 t! feu 1111114r«4 alll loa clollara, the oorporation \Ut 

ot 1.1 lllll lon .. llan aa4 tha uehu ot 2. 6 lllllioDI ad4 up w 

a total ot 4 111111• .. uan. Thh, or owr .. , h nowhere aear 

tlolllh• C.llt~Uoaa Miler the uhtlac \U lawa cluring the 

!h t&l. ;year of 1M& ..,. eapetW to a-\ to Iii 111111on cltllafl. 

T.ob thttahn.l prolflt\ln utltl\ et 70 bWlca clellan, wohll 

1111al be att l17 llo1'1'011lnl to the eaten\ that &441 Uonal tu ,..., .... 

b not " '""'· 
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Ill or4er to r«1uM t hb boi'I'OIIiJic 1M4, I aa ,.... rnlt1111 

1110reu11 la 1D41 T14ul. ~.u .. tuu to 7hl4 aa .auu..u 
6.5 bllllou. Wlth equltr lathe tu .. ta1 prcrcna 1t 11 

obT1oUI that ov ... platla oaa Plif tht11 &441t1ou.l tu11, 

ae tht luo• pq.~ab to 1D4h14ul.t attn t uu h&Ye 1a t.bt 

put f ew 71&1'1 llta lMreutd b7 antral tl•• t.bt wreue 1a 

lDGOM lull ~lah han NC tlwa tar lJrpott4. 

Mdl.ai thla 4.5 'bUlla t o the 4 \ Ulloa 4er1fte1 troa ot.btr 

tu11, wo11U tttal 10.6 bllllou t or a tllll Tt&r ot opentln. 

In plannh" & aohe4ala to 1'&111 thla a.li 'blllloa aou... 

ill additlou.l U... tuu, • • han 11111'&14 t he Vhto17 Tu 

lnto tht Inoo• tu. 

The poet-wv trt41t
1
whl oh la now part of tht Vlotoey 'l'u, 

ahoula be Mlatalat4 1A prlDolplt. Tht r etundablt part ot tht 

preuat flttOI")' tu -•h tt 2 bUlla dol l&n. 

U.tnP, lUte tvreat o!f 11h allowe4 ag&lut the poat..., 

crtdlh la t.bt Yl.tur tu prutitall7 ellJWJah/ i h poat..... 

chll't.ot .. , I ,..,... U. lat..Uttla ot ceallilll poat ..-.r ortdlb 

to prohot tht laa- of tht lowP inoollll i i'Oilpto 'l'hia woul4 

-.kt p&rt of the prepu.. lalo• tu rat11A4ablt. Tilt -uat re­

tulldable w01ll4 lit a.s 111111 ... , llhl• oapuu taYonbl7 w1th the 

rt pl&tt4 n.t • .,. 'l'u •. 

I I'UCI ,., that thh poet-.&~' ortal t 'bt p&14 la tht to .. 

or • fully pdi Ute laaul'aaoe pollq. Thil woul4 .upp~t the 

~· • 

Regraded Unclassified



-11-

1D111ranoe prodalona ot the Sodal Senrlt7 .ut. It, howner, 

lbt laspayer 41411' t whh te take thh rttu4 1ll lnnruH, u 
,collld rtothl 1t ln ouh at & 25% dhooiUlt below the nlue of 

lht poet-•r ortcll t tor the purtpaH ot lnn~•.· 

I further ncP•~•t t.lie 111h nllll ot~~'o~U be ude 
w._~c,.. ........ 

1aeolattl7 anlleltle r r the pi'Ohe\ioa of perHne with t1u4 
1\ 
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lMOMt1• upeolallT thooe in the lowr ~roolttt,, , , .. ..,.~'*-lM-al~~:. 
3 I e Hi I ihiJiiiiif 

1 ahould 11.. to t&ko a .o.eat aow to tel l 7 0 11 11aotl y bow 

tbh lnooM tax 11heclula wlll work la ootllal praoUoe. 

Take, for exa~le, a aarr1ed pereon wlth two depen&entiJ 

uder the prtllllt law, the .1nooae hi 111~pt1on wo11ld uollllt to 

Sl~, 1.114 t)le Ylc\e17 ,.U IXIlllptlOII 11011ld llftlllJ •ouat to $824 J 

11114er lba pro)elal, there would be oAe uea~pt1on uolllltiDg to $1 

S1loh a ~Hill M'f l.Ag a net booM of a tbouand dollar• a 

Jt&r •lll ~ a peo1 tu 1UIIIler the pre1111t 1 .. ot $26, ot 11h1oh 

Sll 11 hh NluAelal.e Ylttl1'7 Tu ere41t. Uader lh• aew 
I 

pr•poeal, u wUl Mt ~e rtqulM tc Pll I IQ' hi at all. 
I 
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I! AM a,. .... 11 Mft1ll& f!,OOO a 1 .. ,., he 1a ... ~ill 

• ,,. .. tax ot $S2'1, ot elM teo 11 h1a Ntlu!IUlt tu lniit. 

1!14er th• nn iftpo•ll, be •1114 Jill' !IN '"'' taz, et llhla 
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f&a lliOUlil bt pefule(, It woula thQI 1*1 !If -N b IJ'OII ta111, 

., sas 110" 1n •t tut•· 
A ..arrlel per ... wlth tw dtptDinh eaa!IC !9,000 a ,.., 

1J 11GW ptfia; at tht Pall of !1, 786 at wll.ltb !181 U hll ntto'f , • • 

w J'OtUJII! oNtlt. l)ader t he pftiiDt pNpoHl be wula pq 

aa,sa3 ol whl.oh !1.68 wula be ntlllllalalt. HI wuld tbDa pq 

$168 11010 b erou tu • $811 1n ut tu. 

lot 126,000 per 71&r1 a laJ'l'le( pen• wlth tw depenllab 

11 now p~1Dg !10,171 ot 11h1CIII 159'1 11 n!IUIA&ble. UD4er tha 

1111 Pf9polllll8 woul4 pq $131750, o.t &lth 11&0 - the Mlli­

&llowa\le 11114er tJ. pNJIIe( PHCI& - ..ut 'M n!IDlallle. HI 

..a thua be Nbc p,&N -.re lD gl'OII tu, .. sa, • . -· 1a 

., tu. 

It la fiT btU~ that tht pn,..al J haw Jut ~ 1a ae 

equltable u uq tu 10 qt toUt Jllll\17 be. It 11 J.Mdtabla 

tliat 10111 illjuatltta wUl 'M a.u, lNt thtll wlU be il"&tl¥ 

ao41t1e4 oert&lnl7 117 tht reUat lft'fidou •1• are 1Dal\llla4. 

liT oos1Jlb& tb8 Vlet.., 1'u' wlth IBu• ru, w taD ereaUI 

•t.,W)' l*JI' •rk • t11a pert ot the tuNer - IDA I a!Pt 
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add that thh Oft14 M l'UtUr 11ap11t1 .. 117 alleU.!Wic U.. .....t 

J..DoCII!II ctedU. I 1Ueacl.r l'el •• that the CODCNII ooul .. r t hho 

TMt• 11 OM !U'tbll' reMrr n'atla I lhoal4 lib to •Ill te 

thla eo;alttM. It 11 aot a put et tho tu lftpoul 'b~at lt beaN 

a dla tlnot k11111l1p to 1t. 

I lhoalA lU. te .,.. "", u mthllliutloallJ' aa J bow 

how, that ro• •pl14 aM ezhllll the pnMDt Soolal Senr1t1 , ... 

~~ 
I han talbt te..., peepll who woal4 M IOUIII'Ud with 

nhllllCIIl ot the SMlal SMIU'ltT Pl'tii'Ul whilh wnU laYalft 

IIIONUII la pqnll h.aoe. I han \ea •t with lat"-et &M 
f 

mthualu111 for liNdealJI£ the prn111ou ot the Soolal SeourltT 

h t . I ban '~~•• ........ that tbe poepll wbe wolll4 han to 1111 

ad41t1oal. PlfN~ tuo1 '" the •~ o! -.klJls the llit ... ,..,. 

aaa1 UOIIIJ. aaetl!loea. 

'l'hl l'NIU..t baa -~\IDM4 plau to ,. ... tablllh our t1&ht• 

1llc . .... ..teallr ..... tur •• tva to 'blll lA ... 11 ,.. • .QJl the 

tollll4 foliDhU'*I et t1a1 Ybt017 thq will ben 110111 aaa - • 

.uat alae bet 1a Ill-' a that •- eCIIIDil t o...,.Ua of V1etea7, 

~rarkUg .. , ... ,.,...., u1 all e\llu pe.,ll a tba Ia- f'Nal, 

MilT ot .tl• art aot ... ..,.. ... 117 Soelal s ... s.t,, ... t all• 

bulla Dew aaa 'better 11 ,..,. 

'l'hlretu., I ngolt that the CeqNII all'lol!AlT oo•U.. 

•14•111D& Soeial Seeurlt:J' to ,.,., pruU•llT all ,. .... 1a tM 
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Jatlon, to lnereaH •plOJMat lUll-• HMflh, &llll to )l"otlde 

beu!l h tor tlllfOI'tJ7 41.UU1tJ aa4 boeplhlha\1011. 

0111 the bath ot tiiiiiiiiiij;li 
concreu, to 4o thh woll14 lAoHaH \ho Soolal Sonrl\7 tu01 

ptld b7 tii{)10JIOI 111 approU..t117 1.7 lllllloaa. Tbo ..... ..., 

a441tlooal •PlOJOOI ,.,Hll tu of 1.8 lllllloa 4ollara wollld •a 
111 w rul luHaH of 6.1 IIUlloa 4ollara for SMlal Sellll'l\J 

p111p0111· 

A 111ba\utlal lMHaM 1A tho SMlal SeoullJ ,.poll tuta 

wale! be ot CHat ""lo' 1a 41a1a1Plnc tho tkroat ol latlaUoa. 

The.,. 11 ao pHten • \he part ot low-lnooM people 

that th•J oouU eo..torhb17 par then a44l Uooal plf roll tu11. 

It 1a lmoiiD bT \boa, &1111 a4altt .. to be a MIPl!J;"I but lt h 

ftl~ liJ !}( loa4oH u4 ~lr.e-a t~ it?l~pl;;:-. b)' thoM 

•• • 

of till pooflo t~ ... h .. wltll ,._. 1 hni talu4, tbat lleo111oo w 

wlllcl II• •11J1u4lac Setlal Seoarl t1'• aAl•aatace• and peralttbc 111111111::' 
~ 

_jiPfl~to laYolt 1a ~lr t.tu,.,, thla aaorlll•• will II• ..a. 

willlnclf· • 

lu pqrell tuoa are 1MH&H4, the llleo• tu11 tboall 

/ at that U• llo ..U •llaU.U•llT 1••• thaa I han , ... _. .. 

0 &Yoi cl Ill 111001ho tu ..... oa tbe 1o•r lilt .. CII'Dilfl• 
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1 want to prueat to 7011 toUr tho .lcla1ahtrat1oa•a 

auggnted procr .. tor nhing a4aitlonal tu .. to help pa, tor 

tne war. But .on thu that, I wut to eaplal11 1lb¥ tbh pro• 

gram wu d.nhod 1D. lta pnMat to,., 1 th1Alt 70u are 011tl tle4 

to know not oal.T tho deohlCIIla .. han .a4o, but on r .. aou tor 

ui:lng tho•• udaloaa. 

S.oauao ot tho bngo ooat ot tho war, 1t h ao01aaa17 tltr 

ua to deal 1a utro11oaioal tlgiU'oa, Tho INicot tor tho thoal 

7n r 19« oalh tor lOi bUllou 1a expoD41tlana. !Dd while lt 

• an!:; 1~:..':.~ ~t~~'!f):t.l~ t:~tal 
oanDOt ·ba tl'lllal abolat ~nr. We know b7 ~. 

now that our willlagaau to apond t he 1100111~1'7 luaa, 110 ~ 
utter bow larco, baa hac!. a 4otln1to etteot oa the Una ot our j 
Mn ln battle, !be auporlor tlghtlng ••llipM11t whioh .. han 

pro<llloed IDd boiiCht baa ot OOIU'ao boon upoaain, but 1t wU1 

ahorte11 tbe 11&1' 1114 will auo tho Una ot tbouMJIIda of J.Mrlou 

fighting ••• 

Tha 11011e7 tlaet h apeh4 on loDAl-haao to keep the e1111111 

•~~&aged on do~tna of troata all onr thl world -- that baa aaYed 

untold Una, 

Thue t h111ga, 1a tho acgregate, hau holpo4 to build tM 

wa r coat t o 1 h pnaont hugo proportlou, but I u aun 7011 

Will acpe, and 1 .. aure the •noan pooph egno, that it h 
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torth 111111• • 

111 the faoe of b~ aouh of _., to ~e ralat4, .. '" 

•t ·dtb a nrr "rloUI pro~ln ot aHat1ac tor the Mlr1oaa 

people a naw tu progru that 11 tab aacl equitable. 

We ••t ralea huge ..oaata ot aclclltloual -•1 tor tin&Aoiac 

the war ancl oollbatiDC inflation, and 7et ln cl.olJIC it we o~~~&ot 

oltrlook the faot tbtt there la a point be7oacl wbiob .... people 

cannot PV blgher tuu of a:rq aort and at1ll bep a full7 

going. there la a polnt beJ'Oilcl wb1oh th'f aauot Met the 

tu billl ancl. atill alntaln a atlllclard of lhlnc 11b1oh will pe...tt 

thell to oontlnue tD help in the ettut1 n pro11out1on ot the wr, 
• 

or of thelr dut1u in the ob111an eoonoiiJ whloh la neoeuarr to 
I 

aupJlOrl the war • 
• 

I 1a hlllnc JOU thia to nphad" tha taot that the TreaiUl'f 

D•patt.ent hu aet arb1tra117 Ht 4o• a tlgul'l 11 the UOWit to 
I 

be ralud, 111 thout regard to the probleu eieb uht, aDd whleb 

.. t be ut. le han, onr the put eneral 1110atha, ubcl t he 

help of '"'17 eaeolltln 4apartMnt of Oonru~nt ha'fiDC aiiJ l'llatioa· 

~ip to tu11, lnolllllhc the u., e el the Na'fJ. JJld I thlnk • 
• 

~" nul.necl n•rr oODetinble plln to rahe lclcl.ltioual tu11 
I 

" t quitabl7 and lft1ollnU7 11 poulbll. 

Yle ban MIIUI'Icl theae plana againata 

711'1t, the ab111t, of the ple to 1'1111 IIIOA'J, ancl 
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ltl etteot 011 tU 11lfiat10D prelll•. 

Seco114, tU Aecne to which lt lllght lntel'fere with 

war procluotlonJ 
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Third, tM 4l•&re• ~ llt.rbhlp tM plan plao .. upon 

people with fhM inoe11 .. 1114 with tb.a obllgatiour &114 

upoa people with llldequate WOMIJ &114 

•• • Fourth, lh practloabilltr and coet froa the etea­

point at it• edplnlatration. ! o plan l• b004 it i t won•t 

work, 1! it 11 lapraotical for the goni'UIIat to handla, or 

1! i t further tries the pathue of the ti.Xll8111' who 11 

alreaq ... aAt4 with too 1lll.lOh 1114 t oo eoaplicated paper work,; 

One of our ohitf oonalderatio~ in doY•lopiug a tax prograa 

h&• been the 4rawLDc off of what ie fallt4 •uoen spelldlng money. • 

It hu betA .. tlmat.a that inoo• ~nta to indhiduale will 
Is"~ 

uoat to 1M bllll• dollar• 1n the thoal y.ar ot 19((. !be 

uoat of gooil ID4 .. ntoee aftil&hle oan abtorll onlT about 89 
' ,,~ ~ 

~illlou of thil lM \llllon, l eaYbl ~ blllloll. PtrMII&l tu .. 

will r tduoe ~~,. by 21 blllloa at the p,~t rate, lenluc 

• total ot alftl;; t1 \Ullon 4ollal'l. ot thh it bill! on 4ollal'l 

" npeot to lru ott a eubatanUal a110unt ln the tale of 17u Bo!lb 

to 11141 viduale •• 'llut U. JUoh oan be drawn off ln thle wq we oan­

uot, ot couru, foretell at thle poiJlt. We 4o kn~durillg 
t:.t~l~ ~ff.t ~ 

the 41 ... ., rn~S •• that 11 to 11y, thro~ t he , ~ . . 
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uin• llbloh we han bacl, acl the Npla r Boucl 1al11 11b.J.eh 

go 00 110nth after -th -f."ul ban aboorllecl ~ 17 blll1011l 

dollar• of thil 4angerou -•7 troa lnclhlcluala. 

Thtrt are of oour11 other foru of aoa•lnfiatlona17 enilll•• 

;~~~~·~f~ al~ ~.'!~• ~raotecl froa the ' " 
'42.blllion~l~ ~ ~. 

!lUt nen tak1ng tbe11 anl1111 aloq with Boucle, a lllbatantlal 

uount of 110111 luo01111 will atill be letta alllll u the procluotlon ,4 
or ci YUlan gooclt 11 cltoNuecl aJIIIl the lllPP17 of thiqt to bl&7 

btOOI:III progNuhtlJ .ore Ualtecl, t he cluc•r of inflation .ouh • 

. b 7011 know, theN h notbllll lll&tlallJ new about thh 

threat of i nfiation. The 111cl1 of 1t han b11n with 111 fo r a 

long tiM, and the Gonr~~~~~nt haa taken ~~~&~~~roua •aaur11 cluri111 

the noent put to oope w1 th the 11 tuation. Pntlall7 bna111e until 

ncentq, the. thNat of infiat1011 IIIMcl to Mll1 to be far awa1, 

and pertiall7 bllauae of a laak of general uncleratuding~ 
or the eoonoalo tutor• unlnci in in!latlon, DOt enough hu b11n 

dou, lllloh .. ,. re I PI to be clou. 

In the Treaa, w ban oonoentratecl on two apeoltlo IIIJI 

ot collbattina lnfia tioa - the oonliatent r•oo-1141ng of higher 

taue, and the tale of War BODell allll1 Tax .No tu • 

On llarob -'t la.l. I 11t up the Detail Sadnga Staff in the 

Treaeu17 for the purpo11 of proaot1ng the aale of Defenae Sa'f1nge 

b dt to t he genoral publle. on 11q 1, I 1ntrodueecl the eerl11 

E, P and G Snlnge Boll4e 1n an effort to abtorb incllrtdaal ta'fincl 

• 
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an4 to forutall t» potntialq WlatlOMrJ ett1oh pt thl 

expe!lditurll ot tJ.11 twlb for otu-n • co .. 1• 
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()I April 2,, liMl, I appoue4 b1fort tu C.-ltt11 Oil Wq1 1114 

)Ieana to diaouu th1 Ill .. ot ra111DC 8.6 b1ll1ou a4d1t101lal 

rnenue, one of tht obj1ot1T11 ot whioh waa •to prnqt a gaeral 

riu in prlou b7 beplDg tht total 1'01- ot 1101ltt&J7 purohadnc 

power !rOll outrnnnhlg proiuotlon. • 

()I .lug111t 1, liMl, •• plaotcl on tall fu Alltiolp&tlon lotu, , •• 

auigna4 to cabla tht tupa,.r to ean 171hatloalq tor hie 

tu bill, ua at tht eaa1 ti• to abeorb purohulllg power 11hloh 

aJ.ght han been •peat tor oou~r~J~o'.'•~ 

On O.oellbtr 27, 1~1, we ~~the Papoll SaTlDgl Plan 

for the regular an4 171h•th tale ot t!Uh4 St atu S&Tillga Bonae 

'llttltsa a ; ow a ••••It II if\1H:1ua ao:laara ware 

dollua a 110nth. 

On llaroh S, liMa, I apptue4 bttort th11 Colllllitt11 an4 uleta 

for an lnorea" u. nnnue ot 7.6 billion 4ollare. I at e.ttcl thtt 

the chief 4utr ot th1 ntw rncu. ut wu to htlp o»alt 1ntlat10Jl, 

1114 polntt4 out that "Dothlllg ill the IOOilOiliO tltl4 ou illttrflrt 

with the war effort ae aoh ae u UJUioitrolltcl 
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pill ill priHI ai U 1llflaU...,. }ll'lH PiN it a eo-.. of 

great aoclal illjQatloe.• 

111 th• th7eo :r-u• lMO, WA}~~·rv• to 

Co11£t111 tu WPIUII totallu;~~ bll&J'1, Ul I 
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aa gl&4 to IA'f that CoJI&PIII .. III&Oh4 1101t of t h111 illlrt&lllo 

It l.a ut• to 1q that th111 tu rio11 u4 the ..uq thet .. han 

rlfliltl thftqk the Mle fit.._.., Mw Mta euetaatl-.l)T 

llllptul , ill OOIID.Htion tdth other a.Ye..-ratal aetlou orad re­

.triotlou, 1a eatnlllDc 1Jitlat1a to the exhat to llhlu 

1t hu th\11 far 11•• ooatNlW. 

I han glnra JOQ thh baokglooul to reaiDI 7011 that thil 

Wlatiooary hra4arat7 1a oolllth1Dg I'Cl oh hu been with 111 onr 

a period ot ;r.ue - oo•t!WI& oTer wblu .. .uat oonetut)T 

atllld a1IU4 - •-thiJic for whieh a creat 4eal ot aacrifiM 

11011 11 wrth while ia ener to protect oureeln• ill the future. 

Froa a atatbtleal atui,.illt, .. btw llbtre the hllllc ot the 

new 1101117 ilia, u4 wn, theNfore, 1111 olio the creat11t iqer · 

ot l.utlat1011a17 1,.0~ ~F.t 

..... ~':'~~: .:~e::7.:'.: ::::~:. .. 
4ollara a ;r.u. .bl tor thia ...... the peeple eal'lliag •-thla& 

OYer a aubehte1111 _,., but len thaa fin t houaaDA dollar• a ,._, 

PPu~~tt t!le ereateat potntlal 4aJIC" ,,.. the iatl.atleUI')' •tal-

point. In the -urecate, thb hac• CftQP ot P"Pll - 0 Cftllt 
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uUutecl to Duller arowwl k.l_a1111oa •• po11111 a great claal 

ot intla t loiiii'J 110nq, the wdght of whloh au oaua udut prloe 

ria••• and oan ooaphtal7 upHt our tlltlH tooDoldo qat• 1t 110t 

abaorbecl ill 111!tlohat qua t1 tr. 
Uadag thh 1A ldncl, ud al10 ha't'lng 1a Iliad the Dud tor 

additional tuacl • • to fiauot thh mat 11pta1ln war, the fi'H•IIl'J 
~ 

11t e goal nlifl t hh 7111 of 12 billion dollar• u the aoUD.t of ,. 
&dd.ltloll&l N'ftnlll whloh 1bould be ralHd ll7 aew tuatioD. It ~~-a· 

r~&aonabh that the bill of thh twln billion dollar• oould ooM 

without too great a ~aor1t1ot froa the udlu aa.d low inoou groupa. 

Sino• thb goal •• ut u a aathfaoto.17 figure froa a thoal 

atendpol nt, the TNUIII'J hat don• oondcleralllt 1nT11t1gatlng. We 

hm gone 011hlclt the THUIIJ'7 offlo11, outd de ot Wuhi~~~:ton. i/1 

krmr t hat twebe billion dollara, when traalla tad into lndh1dual 

cuu, wae a gNat deal of -•TJ aad •• n progreuacl in 0\11' 

lnTeatigatlcoa, .. baa .. , ..,., aDd aor• .oogolsant of t he probla .. 
<>.<). J.,;k.,.,. _, 

10uld han 1A l117iag 10 1uaga /
11
tu on &D.7thi~~g lib an equitable 

btale, 

While 1 t h pert11tl7 ab1'1o111 that the eoonoalo ooncll tlon of tlla 

countl'7 1ncl1oatll t hat thaH h atill lllloh rooa for additional 

ln auoh a wq tba t 1t 00 equitalll7 be clrallll ott 1n huge q11111U.t111 

•tral ht aorou 1111 g11'1a laoo• lntl. 

We folald t hb out nq cletlnltd7 llhtD wt MAlt aotual 

obunatlou i n the tltld. WhtD .. tal.ltecl to aotual people •• 
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~opu ..CoN rat, fee4 thdr faillu aal ••t tile n:tPI blllt 

,hic.h wntlM lh111( ~&Ul•• upea th... le fou4 that •- hal 

t ,_Dilou• 1b1llt7 to J&7 tuu -- 1M toM elftliiiC the liM 

uount of .011117• with tha •- hpealeh, WPI alreaq UarlJIC 

the breUiDg point. W 11a 111 the plana that n dntlope4 or 

uu.lllt4, w 414 aot f1Jii a llJICla one that wvul4 11pante out 

with equltr 1114 ju1tloe ,tbo11 who oou14 _, a great deal of 11ew 

tu11 fraa tho II who ooul4 J&7 ._.,. little. \fe toual 110 wq, 

that 11 praotloable alii workable. 

Froa our 1une7•• alii froa oheoltillg olo•elf the re•po1111 of 

worki'QS people aa4 f&PMPI aa4 other pooup1 1la the Boll4 Drhu, 

we further fowul that thll 1Jaequal1t7 in ab1lit7 to PIT tuu h 

beillg ooapaeat.a for 1la a larc• MUUH b7 the Yolunt&J'7 piiJ'Ohalt 

ot Bolllle UOJIC peopla who han MN than their uaual uoUDt ot 

_., to 1pelllll. We foliJII, for az•plt, thlt ooag war worlatr• 

ill loautriu are lnoe• hu b1111 IUblt&lltlallJ' inorea•ecl, the 

purchl11 of Bollllla 11 h!lh. In faatori11 where produotioll 11 

••~olallJ' h!lh, ... wre _, .. 1111 onrtlM "" ~eoor41aglJ' 

high, the nlt of Bollia 11 a1ailarl7 high. In t he attoaoblle 

induati'T, tor eu.ple, 0 a:'t:i·'• .~..t£:n ~e .orlatr• ~~ 
bu7lzag Bond1 on p&Jnll le4aet1on planl, alii thou who &N anrollel 

ll'a 1'tflll lar17 lnYutlll( ( t>J percentage of their waae• • DuPiDC 
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tbl fhlrcl War Loan Drln the worbPI 1A repre .. nht1n anta.ob1le 

plaDh in Dttrolt 1nnate4 uprub of an uerace II OM lnmb.a 

dollar• par an in oxba War Bo1114.a • 'l'M7 414 thh of their own 

tr11 will, without oo~~p~~.blon '117 the gonn.nt. 

!hi• pattol'll. ho141 true througbcnat the Dtfonae 1Ddultr101, 
\ f .. , ~;_.lv~ ....._,.£•· ,.,.~' ta of~ lhlp bll114ePa are on t~ pqroll cle-

4~· ,. ' 

""'duotlon plan, 1114 an bnatl.a& ll.~ of tbllr waae•t ' •' tile .•. 
t.-... .,, • 1 •• ~-J_,. ~L......~ h..~ "- ~ '-c..~IO,'-/ J , 

-"fo~ a: ........... .......~., ~ i d I' 
o• ap , ... 

'3~ ........ J-"'- '1 "--.. ... f,(.......J.fJ.~-1 .;J- " Mu hnsu, (4 v "' · -,..__,.,. .._ ~0f.A-.......d-...:f...i 
..._~ <1o)o6~h· 

In falrnea1 to the &Terake '-trloan olti1en, therefore, 
"• ~ yl.-~ 

•• muet l&'f that not eTePJOU 'lltlo h ., ... uatulng, h onr-

• prncllllg , 

The gruat •Jorlt7 of '-trloan people are read,y ucl anx1 oua 

to clo t hdr pvt t o aoepante 1A n e1'7 •1 that will bolp win 

the war 1n tho abortHt poaalble u... !hero h a fiUIIliMiltal 

I OIIDclno u aboat th• 11111u 11 not al_,. tull1 approeiat.a. I 

hue eun 1t at wll'lt la taP War Loan 4r1na, 

I am aure that • .... Hllllt on tb• •• lncli Yiclual• to 10e 

ur eueoeufulq thrawcll 1a ftl' t1pt IC&lnat inflation 1t • will 

only hll th• 11bat; to ao - eloulT uA bolalnlT. fell thea 

how thr7 oan help. w. MD ut lechla • ooopantion, &114 be70D4 
~+--.......i ~ -T"' ..., ~-- 0! \ 

1 certain point .... • 1 h sUs pt:l't. I 
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tM 1nrbc et tate ••t ..... I&Plq 

tall tar abort fll llbat the aatloa uoaa 1a tu .. , u4 ,r •t 1_. 

petlOIIll 0111 aftON to pa7, !'Ill ._t of -11 W aan tab bJ 

1eghlat1on ecDtt pt111lll7 neon nourh tf oar 4ucea•oaa 4ollara, 

buaull fYePJ dollar that tt.a be apellt, 110 utht '117 llboa, 110 

~&thr up011 what, au Ita apeat to MIO~ll 10M put of a ~ 
ebhwwg eappl7 ot goo4a aa4 alftlo ... 

1 th1Dt that w aiMIU4 ut 'llaNan t he annga A!Mrl11n tax- , •• 

pqer at tbb tiM with a Uhtdula that would P'oGuc:t 12 billion 

iollua. Oil tht other haa4, I btllan that w 0111 aalt a total ot 

10.6 billion dollara, of llhlob 8,6 blll1011 11 llldhldual illoo• tax, '>. 
I aa talJdDr a c.r11t dtal bert todq •bout the annca 

Al& rioan, the IUD wbo h ~ldng uder tin t houaand cl.ollare a 

Ttlr •• beoau11 he h tht one ao 11111 han to pay moet of UJ 

Lloreue 1A tu11, 

Ill the hl&h luou brubta, tu .. ere alraa4J lfYhci at euob 

• rete that turtlltr llltna11a will not 7hli ~~abetantial awu ur 

•terlall7 aiel. la tu "~~•"1• apinet illtlatlon . 

One ot the thlaa• I ... t to noo..U tocl.t.T •• one of the th1J1CI 

.. 1111t cl.o •• not te tttla.f)> the ln llloo• paraon but to bt luat 

to hla -- 11 ukt al1o ... , ter harilhlp oaau. EYeD while • an 

llttlng out to cat .. ,. ... tna ... t people, .. ··•/ aot.uall7 

to gin tax rallaf to eo• people. 

Tab, aa aa euaple, a urr114 ... witll two ... ,.aata Mklq 

USOO • T•ar -· ... than are bubecl.a tf tho81a.U llb hla 

~bout the eout..,, ft thil ua, .Ulag lt11 tMa 
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pl a w~tlr:, a tu: of $50 a reu-t.\ a 'INria •• a burin -a;r tiMe 
bearltr to h1a the one •oh 11.1'111' woul.a pren to be to a pereoa 

Jllkl.Dg a tiW hWI4re4 4ollare •re a rear. !he llriouneu of thh 

probl .. deepeae II n f1JI4 the -.a .alt1DC a thouauA c1ollue or 

ihe widow eupport.lllg her ohil.aren Oil $800 u4 there '" aar Ute 

The prograa .Wih I will pn11at to rou tohr talr:11 that into 

oonaideratlo~ a I ''rtl z],, 'a*t M''11'M*1an t h et La •••• •f 

!ild :laue hauls u ks: ••lutf •• h•fiiiJUel fro• 1? ~!l 11• 

i:?l u tG 10.8 bUUw tutkn. 

.lea ~~et1gat1ou 111011& n erage !Mrloeu, 

there 1e :u ' u r general noo-aatlon that I n.nt to Mke •• 

that enq pouible atep be taken at thie 1111lon to reduce tU 

coapllcat iou in our tu len 'llhilh •te it neoeuaq tor the 

tupazn to till out ooaplex m4 41tf1oult t u tol'IU. 

WI epellt a &reat 4eal of tiM att•pting to liapllf1 the 

Stpt12ber 15 fen~. I thlllt " •4e it ae el.Aple ae it waa 

•• • 

pouible to ab it 1DIIIer the hll'llll ot the pruent .,.,. ooapllcat.a 

lee, l e an now IIVkill& oa the al.Apl1t1oat1on of the Much 15 

but I cant to aq that 1t 1a .., feeling that lilT t u tol'll that 

can • et ~e requir-te of thia preeent l ac 11 1~]¥ to oau11 

a great deal of ruatuat &MJIC the aetioan people • 

I 8a 1\IPe - CoJtCHII -creel that there 11 a great 4eal 
ot rooa tor e1apllt1oat1oa 1n eur tu: lan, I oUDot here go 

into the 4etail.e ol e1apllt1eat1on, blat I want oerh11111 to 
reco ... u4 the oa.blll.lllg of the Vlotory Tu: with the lao- 'l'u:. 
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':tat 1t parl ot OW' propol&l. !t.. Vloto17 f u .. 11"1•111 

Gtlapl1oatu rotun foi'WI. !be tu 1n lbtlt h c011plloattd aoa 
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1l 1a caloulat1d c!l f fertGtq 0111! Oil a buu o! cll f!trtllt n•ptlou 

troa the l.Doae tu. Couo~t"UCtq, ~hu1 le DO prottllt •a.r o! 

depl1t71ftil l t OD a tu to,. to woh • eattat that thl -a 1A 

tht atl'Mt11• el will tab 1t 1A hh etr14to 

!DOthll' I OVOI o! (lJ'O&t CODOII'Il to thil IAII'loan people, &lid 

oae uhloh bat to •- ll•l at a bM.rlJtc O!l our a rtiao tu pro.,,... 

u thtf tuture or aa. o! our -.:' 1Jiduatrlaa. I • £N&tq 

dbtur.od about thl probl- which Jla!l1 ot thl corporatloaa will 

!ace, dlh thl 0111at1on of thAI ...... 

It 1e, o! oOIU"at1 Tit&l. to our llatlonal wd!aro, Qtl to thl 

oe<~~OIIl.c haalth of Ut.t eat!N worl41 lhat the IO ~>noa1c: !11tlll'1 

O! lhia l:~\11\1'7 COiltlD\M to be i"o\.1114od Upoll thil prl.Aoiploa of 

llttrprUt lllUd& lip to thia polllt haft pi'OTOd 10 IUCOIU!IIl.o 

'1111 Pl'"•t •11'- -t be ..tatailltd ud i.ap1'0Tid1 &D4 llb&t onr 

... lll'll • ~ tb .. l froat aro DIOIIeat"/ to ocll10To th11 roeult 

thould be tabao I.Jq othar OOUI'II ll<lUld bo ah~rt.-oijlhd 08d 

UDOr th: ot tba •rlla peo~. 

I havo pareonall1 taveatluatod tho flDAnoiAl cond ition~ aid 

ait111t1ou of MYtral oorporat.iou that oro nov uo2plotel1 coD­

llrlod to tht \ll'«<uot1a ot .., IQ\Ilpllat • ad aro doJ.aa a 

~-.aaa~le OAJ wbolq ,.tnoUo J • ~• I baw lllll tho clttp 

t~ ot COIIIMI'a !or ftabare IICIW'ltT ill thil" plaah lilht lJIC 

••• 
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!At • wll pu an allout our ap..Ult roe; • ••tlo• t• 

~be tax pro;ru Wlhltb t till..,.l¥ laope tall be ,.liMA lltfore \Ill 

en4 ol ~1' ,.,, tbert"7 •kl• U p~ad~ to •pare U.. publlt 

t1:t ooapU .. UOD &a4 a4ta4 1Nrie11 at rot~Po&ttl'ft tuaa. 

l U NGO 4111& & l,WICJI'U te lDiftua !tdertJ. IOU .. t b r.t 
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bT awrodatllq 10.6 l:IUUon 4olllre lor a tull 7"1' tf opoaratloa 

lllllar IIIIUliUOfll Ut1dpate4 for U. 111&1' tutl&"lo 

I noo-114 tlloat tl:oa• tuae be rwe4 tl:rouc~ a:~ !ncre ... 

Ia ;nato IWI4 Cilt 'tuea, CorponU'.la 'i'uee, Sdtcted ! sol11 

!IMI, anci larlhic!Ml. 1:;• .,. ......_ 

r.tate 11!4 QlU 'Ttz'! 

liltaie taue la'ft Mill a part of our ft41nl tu etructuJte 

li110t ~~la, wt tbl total •~trlbuUon b&l belll unduq e..U. 

II Ull• PII'11N -.a llbc peat a441ttow l'twl'l\11 11 ueM•tar.• 

••tete talflltn tbe•l4 o,qrlbute u bentlT •• poulble to 

tile 101t ot .a. _,. &lq 111\h otlw' CJ'OI-P• ot -.,.,.ra. I • 

au~atatlllt llat .a. eaavu~m tOP retatt TuN \It r.aueM ~ 

~ ... 
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down ! rO:.l t op CIID&30IM!It througt the rank and flle ot 1:.1' lo1fllo 

r know that thlt concern and 1101'1'7 l:aa a det1n1te tfteot upOD 

war produot1on. 

':''.b 11 not ao!llDtl- lll!: f or wblcb lit hor top -~•nt ., 

eo;~lo7111 abould be or1 t1o1ae4. 

Tbtt roalbe that the; are !lOW 4o1n& a tr .. ndout boa l.Mn, 

2 

and are now !lll'nhhlJiil t !tplo;,mant t o treaad.oua nwl:era ot people J 

v.t h: I O:M cu .. tte)' :lA)' b• un&blt IUI4er p.reNnt c l rcu:atancea 

b •t&J in buainlaa -- e'fln !or a at.ort U• -- 11 t.n.lr war 

c~ntracta abould be wlth4rawn aud.tan~. l<han t ha .., 1e onr, 

Uey wil l havo no e~1pment, and 1n ao~ euaa not l'fln poat•war 

produot1o:l plana w1 t !. •h1ch to oon t1nue bul1n11a. To a grNt 

utent tho t ntlre futuro ot our pott-wr natlon.a l Mlt&ro depend• 

U) OD our 'bllna tullJ" reacl7 t o •et t lJ 1 ;1roble:a wben 1l co:::. a. 

i'hla 1a · ot whol~ a problea tor t ht 'h'oaauey, and ls oal¥111 

a llQ!te4 111aavn a tu problo. lt !laa ~ aapec:ta, ttd 

annal depar'-Dte of tho Goftrru.nt aa Mll aa a nll:lber o! 

prhate orp.nlutlcm• are now engaa•4 Ul at udlll!C 1t. n.. 

'ireaeu17, bORftl', ha1 ""ntq cadi an ePJD1n.at1on o! cartaln 

tax a1pec:ta of t hh proble-. and I u prtpu.,d at t h l.a t1111 to 

aakt two or thr11 eue~: .. U ona wbloh mlr,bt be aoted upon now and 

thu.t help tba altuatlon. J want to .. 7, h011n·er, t bat ! azo ~rl 

ooa;>rtbtnahe lll&&\ll'le &lOIIfl -.rq l lnu wl.ll btft t o be taken 

tbkn tl:.o11 ooaparat1'flq al.Jitlla tall IIIIIP•tl-na It w are to 

, .. 

&oHtft fllll produetlOD &lid lllll tl!plo~nt ls=~dlataq atter the (Jr" 
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~r~uahout t~ acalo. !1 10 ~ ·~c. wo oan rai at an a441t l oaal 

' 00 ollllJn dollars on & !uil ;roar'• l:uia. 

cor poration !!J!I 

It b reoo .. lll\acl tM t corporation tau a be lr.crea~t4. 

o11,o l te I: .. 'Q' lncru.aea in taua, Dtt oorporatiou tnc- alter 

te.xu hu then crutl)' a lnct l liSII. Af ter pa,ytng dh i clauda, 

corporatioat will haw a4cled to tblu • pltal. out ~ u.rlllll£•• 

u u tla tecl 11 b1ll1oD cloll&tl durl ~~& the ,.ara of liG, li42 

u4 lad. ll'e tblretor• reco!IIIIJIIl tba t corpora tloD tan• l.JI 

i~ral te ralat4, but that amall corporat \aa. 1bould t e gl YID 

.,, faYGrablt treat.ant. OQr schedule tor lDcroaslag cor­

poration taxea baa biiD worQd out &loDg t hle line and will 

ral .. an &44ltloa&l 1.1 bll llon 4ol l&ra. 

270 

Ill rupeot to tMu corporation• DOw •utac•4 11boll1 i n wr 

,roductlon &D4 faced with the probl em of r econYtralon after thl 

ar, I shoul4 llllil to polnt out that the law alrn~ [lrorldu 

ilport&Dt relief 1111&1111'11, partloularl t t bl carrr-back o! louu 

&lid unu~td h ceu Profl ta cre41ta. The ftlue of. tbt11 provl1lo111 

hi the pott-ar jltrlo4 would be cru.tlJ lnoreu ed. by aodlt rlntt 

the refund u d oredl t !lrooedurll to aka the cub be nell ta :~~~ro 
' 

q11loUy e.mlu.ble. lioreover, I belle.- that tbt carr,-b&olt 
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pro'fiolon• now 1D tba ttatwt .. ahould be , .... ht upelld ... 

Ob•loualy, ! utlll't prodaloDI -:r han to be •41• * th11t 

vJ 11 ' .iVC to bo k:qtd in \\lt h the OUI" ... u &dll1nht rati on plaD 

r , r !l~ndllnv th1• probl... At a l&hr datt1 1t 1a •nUrel,J' 

1
n c11.lo t . it u a t eeul t of the dneloJ~Mnt of auoh a pl•At 

i lllll but furtha l" reco-!ldaU.OIU t o -.let cotaoornlA:; relhf 

~t•aauru u tMy llOrt&in lo t hh pro vhllo 
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btiat , .... 
i 

It 11 •'tkt be11tf d tile f rMIIVJ Depart..t that lA WHIM 

ln nolle tu ratt1, hal •• tD .-1114 1t 11 a M&Aa ot rahiJI& 

adUtional 110nl( luJ.q a •• t•rlecl. Llttlo or no in.ereaH 

111 edalllhtntln •olll.a•17 11 requlro4. Itou •• bo Hlootl4 

lllhh h ut4 to Itt ooue"ecl for wr purpoaoe all4 a4d1tionaltutt 

oon ~>• pl11ei 11poa .,utul 1 t .. ef o.rptllti tlll'l •u u llflllor 1114 

t obaooo. Tilt tu ratu that w '"' Mlg1JIIt1ng n !lee fl ttl4 

to the ar tS.. ooAClltlona ot t uppl1 all4 do-.zul for •••h ltoa 

Mparateq. ilia \Mao ..Oltlou uaap, I thall reo-lid 

redl1011 of t.lt.t tu ratt1. Ull41P the oohtd.ult whith w will 

prtatnt to JOU la iotall, W 1011 raho u uUtional 8.5 billion 

dollar• thl'ftgll lurtiiU 1n praaoat oaeht tu ntu, 111.d 

thro~~&h an uehu. 

Tile tu latHIHI ot 'llillth I han epob n - the ttate and 

Olt t tu11 of tou a..lred lll.ll i oa dollan, t ho oorporat1on tuaa 

ot 1.1 blllloa •uara aM the uehu of 2.5 bUliou a4d up t1 

• total of 4 bllll• lollan. Thh, of 10111'11, h n0111ltrt nlll' 

anouah. Coll~ttlou ..... the uhtlalf tu lan 4urlng thl 

fhoal 71ar of 1~ are 11poo~od to ••uat to 19 billion dollan. 

'lnh threahne proepaet1n utlolt et TO blll1oa 4ollere, Whllll 

lllllt be •t 1»7 bornwlar • till utoat \hat u dltlollll tu ,..., .... 

h ao t HlllrM. 

, .. 
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In order to r.auoe thh boPI'OidJIC 10&4, I aa reoo--'1111 

inoreuu 111 1n41T14ul. lno- tu .. to 71114 u ac141t11Ml 

6, 6 billiou, With eqult, in the WOM tax PJ'OII'Ul lt 1a 

obvloua that our opou1at1on ou pq thl11 a44itional tu .. , 

u t he inoou p&IWDh to 1Ddh14uale attll' tu .. hne 111 the 

put few year• b .. n 1Doreued b7 antral tlua the inol'lue 111 

lncoae tu .. tihioh han bee thl&l tu 1lllpoat4, 

Adding thia 6,5 billion to the 4 billion hrh'l4 fi'Oa other 

tu .. , would tetal 10,6 billlou tor a fUll 7'&1' of operation. 

In planniDc a aohedult to rai11 thh 6 , 6 billion dollan 

in additional inoo• tuoa, we han •reed the V1oto'7 Tu 

into t he Inoou fax. 

The poat-war Ol'l4it whloh h now part of the V1oto17 Tu, 

ahould be ailltaillt4 in prlulple, The refUI1dable part ot the 

pr .. ant Tioto'7 tu ~a~uh to 2 billion dolara, · 

Bo .. nr, Iiiii• Olii'I'IDt otfllh allowed agaiut the poat-war 

credlh ~ the noto.,. !u praotioall7 ell.JLillah/ l h poet-war 

charaoter, I ,..;,.., tM intro4uot1on of cenulllll poat-ar oredlh 

to proteot the 1u- ot tho lowr 111oo• group•, !hla would 

make part of the p~114 1.Jioo• tu retun4able, !he IIIOWlt ,.. 

fundable would bo a~ bllllou, tlhleh ooapu11 tuonbl7 with the 

replao.a Vioto,. 'l'u. 

I re~n4 that thh po1t-ar o,..lt 111 paid ill the to,. 

of a tuU7 pdd life wuraDOe poliq, !hl• wul4 IUppl-at the 

.. -
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ln•uranGI proY1•iona of the Soo1al Seourit7 iet. If, hOWtYer, 

tile tupayer didn't w1ah to take tbh retud 1n 1nllll'IIIOI, be 

could rtot1Ye it i n oaeh at a 2~ d1aoount below the Yalue of 

ttl• pott•nr oredi t tor t he purohue of 1neuraue. 
. \~ 

I further 1~'.~ !~~lh nhae of\4Dred1 t be .. ae 
latd1atel7 af.:il le ~or the p e~ of pereou with fiui 

. ~ ~ 
lacOMI, upeohll7 tho11 1n the lowr braobh 0 lpt be •]JJc6t 

I ahould lib to take a -nt now to tell 70u naotly bow 

thl• 1noome tax eohedule will work 1n aotual praotloe. 

Takt, for nuple, a urr1ecl penon w1 th two clepenAenhJ 

md•r t tl• pruent law, the inoou tax eaeaptlon wolllcl uo11Dt to 

nm, aU the Y1otoJ7 Tax euapUon would UllltU, •ount to $624J 

mdtr the propoeel, there woulcl be one eat11ptl011 uount lag to $170f. 

Suob. • per._ baTlag a net lnoo• of a thoulllll dollare a 

1'"' will Pl1 a ere•• tax llllller the preaent law of $26, of whlob 

$11 h hie retun4able Y1eto17 Tax oreiit. UDder the new 

pr~po~al , he 11111 DOt be raqu1re4 to pq •liT tax at ell. 

0 
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If 1uoh a periOD. 11 oualJI& p,OOO a 7ou, ho 11 ....., Nbc 

1 grou t ax ol !82'7 1 ol 1lh iu teo 11 b.11 Nt\aD.b\lo tu oi'OU t. 

UDd.r the new propo~al, hi 110ul4 pq !884 crou tu, of thloh 
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S62 'IIOUld 'bt retuD.lo4. lo woul4 thu N !57 .... 1D. CPOII tu .. , 

or S65 •" 1D. ut tu ... 

A arriol penoD. with two dopoaloD.h ouD.iiC !8,000 a 7tU 

11 now pqlD.& at tho r&to ol !1, 735 of whloh !182 la b.11 Y1otol'1 ~·. 

tu: retUD.4 oreUt. tblor t ho pNIID.t pNpol&l u 110u1A N 

$2,523 ol whloh !1611 •·d.a 'bo ..tllllllalllo. Ill ftu14 thu N 

S788 110ro 1D. grou tu or $8ll 1D. D.ot tu. 

At $25, 000 ptP 7tU1 a .rriod p01'101l with t110 doptnitD.h 

h now p&fiD.C !10,171 of whioh $611'7 11 rofUII4a'blo. Utldtr tho 

an propoaal ho WOil14 pq !lS, 760, ot whioh $1160 - ~ -.n­
&llna'blt UD.4or thl prtpo10a pncna - wou14 llo rof11114ablo. Bo 

w01ll4 thu llo Nbc !3,6711 ...,, 1D. '"" tu, or !1,1126 -• 1D. 

~~et tax. 

haw Jut ~ h ao 

". It 11 iu'fi ta'blo 

Ju.t ioo• atlT 

liiOditita oe •inlT b7 ioh ... oluAea. 

BT colllhinillg 0 Vioto1'7' ru with .. !u, n otD. g atlT 

•1aplit7 papop 110ft OD. the put ol tht t&XptTtP - Ulli I ~t 
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It is my belief that the pro osal I have jus t made 276 

Is as equitabl~"t~d~tional ta ~,__ _ __....., 

Le . It Is Inevitable that some injustices will be done, but 

these wi ll be greatly modified certainly by the relief provi sions 

which are included. And by enacting this proposal , I believe 

tr.a t Congress would serve the Nation in many ways . 

First and foremos~ of course , we would ba able tD f inance 

a larger part o!~ W:~ ~cft sts through taxation; anC. by so doing 

•e w~uld be relieving ourselves of a pest-war burden which 

3lght mater ially retard our per iod of reconstruction. 

By combining the Victory Tax \dt~come tax~ under the 
v--._ 

formula I have indicated, we could, without loeing revenue ~ 

without sacrificing the present post-war refund of the Victory 

Tax, greatl y simplify paper work on the part of the taxpayer . 

Ti is is a s .ep i n t he direction of public convenience' which 

should be taken; and ~hould~plified by 

abolishing the earned income credit,,:~ taking whatever other 

steps are indica ted to si:n?lify thosJ=fr~ur tax laws which have 

grown exceedingly co~le s over the years . 

In as~ing for an increase in excises, I believe we are 

'ndlrectly as well as direc t l y helping t o fight inflation. 

By asking foladditi~nal taxes from cooporations, I s i ncerely 

believe we are not overbur dening them, particularly in vi ew of 

~~~· lhe relief provision which ~RL~ 'be available to them. 

And by enacting the extension of relief provisions , as I he. ve 

ir.dicated, it will be taking a s tep towards protectin the 

• • • 
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ne usefulness of our war plants when we have fina lly won 

our Victory and we can begin again id to build a new 1\ation 

in peace . 

In asking a gr oss income tax of 6 . 5 billion dollars or a 

277 

ne t i nCICllllle tax of 4 billi ondollars from the Amt rican people , u.JR 
' sui tab le provisdlon: foo hardllilip cases, I believe we are 

being consi stent with t he ability of the ~o pay. And 

we are certainly materially strengthening our fiscal pas i tion . 

I the re fo r e ask your most thorough consideration of the 

suggestions I have made . Mr. t'aul and t he Treasury staff are 

here to answer your quewtions and to present to you the complete 

schedule and plans. 

• • • 
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TH£ U NDER SECRCTARY or TH£ TREASURY 

WASHINOTON 

October 2, 1943. 

j,!Jl , SJ.li'l'H I 

Paul llcliutt just called and eaid he hod reed 
onr tho atat...ent and there wae onlf one place he 
ques tioned; that ia on 1"'6• 2 whore it begins • .1. 
aubatont.ial increase 1n the Pl'11'011 texea, etc . • 
lie dooa not question the truthtulneaa ot the atst...ent, 
llut he queati ona the advissbUit7 ot u•inc that aentence 
in thia tex stote,..,nt. He would lilce to aee that out. 

I told him I would give it to )'011 and poad'blf 
the Secretary might """t to tolk with him tomorrow 
when he comes beck , He said he would be i n toTm all 
da;y in caoe the Socretory did want to get 1n touch wi th 
him, 

278 

• . . 
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Ooto ber 2, 1943 

~ Dear Ur. l!ellut t 1 

rn accorda~~ee with your toltphou con­
vvraaUon wilh 1.1:-. D. :7. ~ .. u, I aa a ttachlug 
tho ~ ocrotary•a propoetd a t fttement on Social 
!.ocur1t1 w:Uch he will .U tollowlnt hia t u 
propoul on l.!ondar. 

Fred r.clth 
J.uiltant to t ba Secretar7 

!!oDOr& bla Paul V. llcliu t t 
Adalllil t ra tor 
Federal S..urltr A~~tratlon 
'!iu hlll(:ton, D. c. 
At ta chatllt 
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Sta-n~ ot S.cretary llora., Ulau t..tore the 
1 WaJ11 and Ileana ec-ittae ot tM 

Hou.ee ot Repreaenta t1wa, 
call1n, tor 1ncr• • ed reftnuea to Mat the coat 

of the War. 

Oetot..r 4, 194). 

-

-='~1 280 
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I 91&11t to preaant to you today tbt Adml.n1a trati~n' a 

suggested program f or ra.iling additi onal tax11 to help pay for 

the war. But more than tba t, I want to explain wh¥ thh pro­

gram waa deviaed i n ita pr esent form. I think you are ent i tled 

to know not only the deciaiona we have a de, but our reasons for 

Dlclng thou deolaiona. 

Beoauaa of the huge coat of the war, it ie neoaaaary for 

ua to dtal In aatronomlcal tigur11. The budget for the fiscal 
/.P~ 

year 1944 oalle for WI billion• ln axpendituree. And while i ~ 

ay be pouible, and I hope it is, to curtail eome governmental 

upenditurea, awn that will not leuen our need for all the 

money we can poni bly get for the war . We cannot be too frugal 

about it. We know by now thnt ,.our wlllingnese to spend the 

necauary tunda, no ll&tter how large, baa had a definite effect 

on the livea of our an in battle. The superior fighting 

tquip•nt which we have pr oduced and bought baa of courae been 

txpenaive, but 1t will ahorten t he war and will aave the line 

ot thouaanda of .U.rioan fighting men. 

The money that ia expended on l end-leaat to keep the an~ 

engaged on docena of front& all over the world~" a,bo ann 

untold llvea, 

Thue t hing_,--- equip111nt, medical aup11iea, lend-leaae, 

ane all the reat -- have helpad to build t he war coat to 

Ita preeent huge proportions, but I am aura you 
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w!ll &&r .. , alii! I • tve tM .a.uleaa PMtle 1£rM1 tbat lt h 

.rJr th wbil.o • 

Ill ~he t aoe of ~e lll(lllala of .,.,De7 to be rdao41 wa are 

•t 111 th • nf7 11rioua problla of tl'latl~~~; tor th.e a rlean 

pto~lt • 111• tu ~,... tllat 11 tw u4 eqvltable. 

282 

, .. t 1'&111 ~· U)llllh ef aldltlaaal IIODtf ter tlJiaaohe 

U.. war ..U coU.tlac l'lltlatl~, tad .1•t 1A dot.g 1t we cllllllOt 

onrl oO:. tho rut that t.bere la ll polat he7ad which 10110 ro~plt 

cwto\ pq bl~r tu .. or u.y tort and ttill • ep a !a:aU,y 

JolDt, . 'l'btl'll 11 ll polJlt bOJOM llhich t hey Cl:lliOt :!Ott the 

ta~ blll.t dl ttlll M1Atll1A a atandar 4 ot l iYllli: •hich wlll ptl'llit 

lhoa to coatl.ne to halp 1.a tAo t !teotln prl~tcut.ioD or the ,...., 

or o! their cluU.et 1n U.. chill.a ecoDcJQ' bl llh b nccuaU7 h 

111pport tU ar. 

1 aa telllalJ® thia to o pbaal.aa the :1\ct that e.. 'l'relliVf 

O.partaa1 llu •t anlti'U'lq rot 4oa ll t i;l11re •• U:: lle!lllllt t• 

bt rahed, wltb!Nt ... ,ua to \AI probl .. wb.ioh u bt, and tdllell 

11111t bt •t• • • ••• "•' u. RUt ,.Ttrd 110ntht , ll$l:K t» 
help OJ tvtf7 IIMUti'ft h J&I'\IIftt or Onoi"UUtat }In~ "11 ralatiOD· 

tlilp to tu11, 1oollad1Jic U.. .\1'113 ud the ll&vy. An.~ I thlalc • 

hue U I!!IQO cl ITill')' OOMelwablt plan to l'U II adlltlonal t &lllll 

u oqultabq Ull aft1tl .. tq u poui blt. 

··• bu t -.vatS tlll•• pl ... -.;llMt t 
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Flret , U» abWt, ot tM plea to ral .. •a-7, aa4 

i ta effect oa ~ WlatlaD ~~~.1. ... 

f oo~, the •ecree l o •~ch l t m1tbt !Q\ert ere wi th 
var produdl Jal 

1h1rd, tlw 4qne of ' h.a.t'.tt hip tM plt.D t>ll.cn upoa 

,.oplt •U h / 1n 4 Uleamu I!D! •Hb th~ :~bllgatlOJU r w 
upon }IHplt with ~tq11ah hlt n:.er ..a 

~wroth, lt a prut1oab1lHT aQI1 coet tl'a t bt ·~-

pda t of i t a adllllnbtration. llo pl&ll h ~;ood 1 1t r.>!l •t 

.ur• 1 i t i t 1• lmpraetlcal for tba ~~YtrD~tnt l :~ han~lc , or 

if l t l urthtr trltt tha patlc~co, a! tbt t axp&7tr ~o la 

alrtady b~aaa4 with too ~uth am• l ~ o oo=~llcated F•per ~rko 

Jill of oar chl.et Clalld lll'&tiona 1A cl.evelorl a.: a tLll Pl'Ot:rua 

hu btt n tJ. dn wllle ott of dl.a t b called •cxcett •p.ndlrar ~'"'1• • 
It }jj, b•• uU.\t4 tllat inc..• pap nh to L-u!ltl..!u.au -::1 11 

~:IIUit lo 15a hUll• do.l.l.al't l.A the t heal yeer of 19«. Th• 

C~lllll ot ._'lode Ull aenlc" ani h blt cu abt or'b o!1ly a!>:n::!. 59 

bill! oa ot t~e 111 bllll .. , l an 1l!i 63 billion • 1' • r n n.tU. tau a 

•ill rt thlt t tb.le t l&are bJ :1 blllloa at the ; rutnt rat e, lenilll; 

• lol~l or about 4& lllllloa 4olLLrlo Jl th1• ~2 bl lllon doll ar• 
11 • t xp.cl to a,... ot t ~ allbatlllUal U!Ollnt 111 the u l e or i"e.r !.!oMI 

lo in•Jhl<l ~ala -- but how ~ell ean be .!ran ott 1n thla r:&J • • •­

not , of ao~&rae, twottll at thh polAt. • 4o •no•, howner, Uat 
4~~~'~ lbt pad 1J IIOiltha - that b te ear, t.brol~P thl t l&reo 

•• 
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-" -
drhu .:.loh •• hut had, and the ret;ular 3ond nl .. llhhh 

•0 )II lll<~llth &fter aonth - - •• \tilll han ab•orbea nearl.J 17 blllla 
L "<-" <:.<: >.o ~c:L:..--'). • 
do!llra o! t hil d ~1:1011117 fl'O~ lndbidU&ll . 

i hare are or oour1a other !o~1 or non-1nlla t1onar,; I&YlG£1, 

1uch as lite inlllt&noe, nhioh al1o ~uet be subtracted f rom the 

42 billion potential ly dan_arolll 1o.llan. 

r.ut n en taU~ lhcae anln 1 alo w1lb :Jonda, s. aubtlantiu • . 

u nmt or e1et t l lnC1lae will atlll be lett1 an! u the ('toduction 

ot thilian l.ooda 1a decrean anll lhe 1uppl.y o! th i nza to b\Q' 

htJ:r.ee pr o,,rouhol.r r.orc li.r.lited, lho dt.I~Jtr of inflation lltounh. 

A• 1ou jrnow, ~~r~ it nJth l~ oc•~ntially now abJut lhit 

threat or inf lati on. The secdo of it h4VO been nitb uu for a 

lol\. t i1110 , an~ tho Oovcl'llltonL hu till. en nUJ:Ifii' JUa mee~auru durin~; 

the recent pa1t to cope wit h the ai tuati.Jn. Parllall.y beeauu until 

rtcenU-7, tha threat o/ inflation tnMd to ::1&11,7 to btt ! at 1111.71 

IliA part lallT becau•• of a l ack of general UDdtrlt&ndl~ of the 

t tono.Ic !actora lnTohad 1n ln!lalion, not ena-01 baa bun 

done, l'Uch more r~u to be .:one. 

In tht Treaaur,r •• h&ve concentrated on t11o apeelfie ~•1• 

q[ ln!lation - t he ,onab tent reoo!lllMndln!; of hicher 
c.., ,,,~ 

lax .. , and t 11le of Yiar BJndl and ! u ·~oteo . 

n ~reb 10, 1941
1
1 a•t up the De!tUit ~aTlll£• ~ tal! in tbt 

i roaau.rr for t he purpo .. ot pro1110tin..; the aal a o! -.r.ue S•wln.;;t 

n~nde lo lhe ~·u•ral public. ~·r 1, J introduced the ·~1•• 
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r, y alld 0 ~ni.Dj;a B011da in an ertor t to abaor b lAd.lddual aa.UCa 

w to f oroatal1 tha poteatla.lq llu lat10II&J7 efftch ot the 

oxpon.Uturu ot thoae fl.lnda !or oonaUIIIIl ra' t ooda. 

~ Apr ll 24, 1911, I appoarad befor e tho Co-.it t te on 11• aad 

lleano to dh ouu t ho nud ot r aiaLng 3. & \.illloflt &dcUtiona.l. 

ren nuo , one ot tbll ob jective& of !.ich .... "to rtnnt a cenora.l 

rh l n pr loec b;r keepilll; thu lott.l ~o11.rll~ of ::l)lletary OJurchui.J!Ot 

po•er fr;~:a out l'lllllllA,: produc:tl on. • 

"n A~ust 1, 1341, ~• pl aoau on a&le 7&J Ant i cipation ~olea, 

dttJ.cned to enablt t he tax~;er to ~&Yo a;ratccctlcc.llT lor hla 

tu bill, liJIJ &t the l iN t !.me to abaorb pu.rcbalilli power ..:hloh 

lllit hl have bo t n ·~nt t or con. untu • 1;ooda . 

On 0tCCll1 er 27, 1041, n l.l:lpltmea h d tht fA¥ roll f avia;;a l'lan 

tor lht ro ular ll!ld ITihll&tiCI ule or IJnl hd ~ tatea !:avln..• Eonda 

Lo "{• e&rn.e re. .lt tb. pr ~tnt ti.llo ll7 :dillon ptrJoiiJI art 

dtductlJat a total ot 42" sUllon dol.l&ra a ~nth. 

Jn llArah S, 1g42, I r.ppeared before ll i~ Co:=~J.tttt w a.•••c· 

for an lnortue i n r eTtlllll ot 7 .c bill lou dollara. I etatod thd 

tho chlct dut:r ot the 1111w r n onue act wu to hdp chtcl 1nfl.At1on, 

aDd pol nt.d , ul ~~ "nothill(; ln the ooonot'lic tleld can t ntot•fcrt 

•1th lhe wna• tfrort u uch aa ill unc.>ntrollod rlu ln prl coa and 

An lntltl lonary prlco rile ls I I OUI'Ct or l:l'l&t I JCld lnjuallceo" 
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In the lhree T•&r• 1~0, 1~1, 194.2, I reoameaded to 

,Jn; ru• ux l ncreu .. tot.&llbs appro.dutoq l il bUlion .:!ollar1 , 

~ I e~ , lad to eay that C~ngreaa onacte4 ~•t ,, theta inor~u••• 

n h u/t to ••7 tha t thu e tu rlen and the o~~one1 t.h-t.t we han 

rull; e t.ut l'-<,A thli eale o! ~'~l;l<la , t ... v., linn lllb,~ar.ti, 'il;,­

~lp!~l, in CJnnectl~n • i tb ot~Ar .overn~ental acliona and re-

etrltl ions, 1.11 l ODtr ollln:: . n!lat1on lo tlt., n t ellt to w!:.leh 

it hu lb:Jt ! u bun conlNlled , 

I ha~• tit•~ yo~ lbla ba~rJuna to re.tad 7~* thlt lh l a 

\ni !allonury teQQoncr 1~ •~lnlng which baa bean . lth U! over 

• ••rlod of yea rs - e~acthifl!': onr 'llhich we rnllll t conehntl.y 

ebnd '.:UHd - IOIIftt h ln;: f or wh i ch 11 £1' a l de&l or eoerlficc 

not iv ltOrth t.ltile i ll orJer lo pro t oot oura11hur ! n t he f uturo. 

f rom a elatiatioal rtandpolnl, w~ know where ~ ulk o! the 

ltw none)" u .. , and where, the ref ore, lin a lAo t.he r,r~ateal 

ot 1Jiflat1ouJ'7 preu un . 

Toe!~, fov-f1ft)w Oi c.ll lhl lnc;o:!O Of l he tt-Ucn h COing 

lo ptOplt earnl~~g ).e., lb&Jl fin thouund dollare a )"e&l" , .l.nd 

for tbil reaeon t lae ~ople eam in1. 10ttethlnr, over a aubebtence 

te~o, but leaa tban t1•• thauaand dollara a yeer, pr~ a ent the , 
&ruloat pol.onUal danger trc>:~~ tho l.nilAitlonar7 lli.Uld p:~ilat . 

Ill the l l,;{'Z'1(;4h, thle hnr.• cr oup or people -- • £r O'lp 

.~ • 
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utl1111 b to nuaber &Nurul 63 lll. J.lion - po11eu"l great d ... l 

of lnflat1~narr ~~~•1• lh• ••l&ht ot sh1ch o&Q oauaa uatua prict 

rl~•• • and c&n Q~~lately up•at our ent ire econo.Ie ayatam lf not 

.~aol•bed ln outtlcltnt qua.nt lt;r, 

llav1n,. thh i n Ill~ , and & ho haYilljl in 1dllt! tb. nul! f or 

additionAl fUDd a t o i i.n&Dce thla r:'IOat uponlln waJ', t he Tr~I!UJ7 
, .. u l r. coal oarllor thh 1aar of 12 'ollllon llollara a~ the a:10unt of • 

add ltiooal r sTOn\M •hhh shoul d bo rdaed b7 nu t au.tion, It 

rt aaonabl o that tho ~ o! lb._ h alve billion doU.ra t>oul d ca. 

without too c r aat a 1a.orH' ic• ! r oll the ~t~ed lum &n~ lon lnco:u E;Nupa, 

rtnct t..la goal •• Itt aa a aath!aotorr t'l£UJ'o f r om a ! ileal 

atanJpolnt, tho 'l're&~uey hac done conJ.Ldo t•&olo 1nnatlgat1ng , e 

bco 1:0111 outaldt the !'rou ury o!tlc., , outdde of uaahi.Jl...t.ln, ~. 

ww that h ebe bllUon dollar., whon ti'&D•late•' J11to 1-.l!Tldual 

cuea, ' " a gruat dul of :~onan a d at we JII'Gf:I'.,Jecl in .l::r 

IJI"at ~;a.tlo1111 we b.- t'IOJ"e &lid 1101'1 eo.,nl:a.nt "~ the probl.al:ll 

"' •:~~~H hn e in lo~ ao h~• Mn additional t a.: on aeytll iaj: 

l1b an equlta.'ol a b&ala, 

h1lo it u por.t'aetl.J obvlou~ ~ha l the econoz:aic condition or 

the counll')' lndlonha that tbera h etlll l!IIICh r ooa f or &ddltlon&l 

taxallon, i nuom. i a no t d1 5t~1buted ln. aucb & WI¥ lbal lt caa 

t~ullabl1 be tra.u ott 1n hU<• quADt1t1ea straight ecro•• •nr 
al Ytll lncoiiM lnd, 
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•• touDd thh out vc17 'o1'1n1telt tthn •• a de aotual 

obu rn Uolll 1n the tltld. 7<htll •• tallctd to aotual people -

people mo par rent, teed their twl1u tAd ••t the utra billa 

llh lch wart!M 11Yiatr •addle• upoA th... .~ . ! olllld that •~• baa 

treUIIdoua abll1t7 to pq tu11 - tAd •o• tai'D~ tb. , 1111 

uount ot 110n111 with tb. 1111i deptlldeatl, .. 1'1 alreail7 uu.tq 

tht brolking polat • And 1n all the plau tM t • • dndoped or 

uw111d, we did not fiad a eiJ:Iil• on. that woul d atpuate out 

with equity w Juat1oe thou who could pq a gr u t deal of •• 

tu n ! r11m tholt who could pq ver:r little. fit f ound no "'(9 
that b practicable aDd workable . 

Fror.s our llll'ft7t1 aDd r,._ checking olou}¥ the rupon .. o! 

worJdnj; ptople aa4 tU.l'l tlld other j!r Oilpt 1a tht Bond 01'iftle 

"turthll' touad thatthU laequalit:r 1n ab11J.t:r to pa.y taxu h 

btlag cc.peuatt4 tor 1a a large MUUI't b;r tM ?Oluntlll"T pw"chalt 

o! Bollh a--a people co han II!OI't than their uaual amallllt of 

1101117 to aptAI! . t e tollll4, tor uuplt, that 1110Z1t; war wol'kerl 

111 illduatriu wheN lnoa. hu bee •ub•tantlal}J 1ncNul4, t he 
~ 

Pll!'ch&lt o! Boa.da 11 hlih• ID,ffaotoriu wbart productlcm h 

upec1al l.7 blgh, aa4 C.re _,., aacl onrtl• are acoord lnglT 

hl;;h, the ule of Bolle!.• b llalla~ blah• Ia the aut -\11• 

Llduatry, tor uaapll, 87 .sfr:f' all the .orktre ue n gullll'l.T 

~ill.. i.load1 on p&TrOll dtduot101l plau, ad tho11 who ara 1111'01114 
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10. 3 ;:;. ... $1 of thelP "'"• Durlllg 

tho ~hird 'liar Loan trln the worlcere in repre11ntat1 n auto11ob1le 

planle in -Detroit 111nehd upnrte o! 111 anraa• o.f one htuld red 

dollua ptr 111111 1A utn \.at• 80Ade • The:r di<l thil of their own 

fret will, without co11pulelon b:l t he ~Yirlllllnt. 

Thh peth1"1l hold• tl'lle throuchout the defe111o induatrlu. 
7!; ' !Jebllt7 ltUG perLent of all the ahlpbullden are 011 the pqroll 

r ~~ 
deduction plan, lAd are lunat~ u .s. or t heir wag••· 
::llployo e~ l n the conl!tl'Uct ion iftduet17 who a.·o~n pllll ue 

Pw. ,u,..r ' -;1.:-~ 1J 
dcduc tln,; 10.41 ot t heir pa;r; 1110 - t o tako a • ( 

Indust ry - a~, ~t~plo;OO$ o! the telophonu and t e leg~aph 
induat.ey an eu'baorlblng~~y. 

ln fa1P111u to the anrage Alftorioan oltlun, therefore, 

11 11111t 117 that not enr;ron. who 1e oarnil'IG m.?ro than uEw, 

h OTII' · IptMlftgo 

!he eraa t •Jorltf or Aaerlo~a~~ peo'jlle are rud7 ~~~~ e.nxlo111 

to do their pal't to cooperate i n enr;r way tha t will help wlA the 

mt.r In tl:.o ahol"teet poulble tllu. There h a fum~Jn~ntal 

sound1111u about thel\ which u uot"-alwqa tully ar preclated . 

l have ann it at wol"k 111 our 'liar Loan drlna. 

I am eure that "' can count on them ae i ndivi duals t o ••• 

Ill 1ueceufullr throll(;h ,._ our I1tbt acalnat in!lBllo."l if •• will 

onl ; tell t he11 nbat to do - clear~ &lid dec:hh•lT• Tell t hea 

• . .. 
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how they c111 J:aelp. We e&ll4ot le&blate eof ptratloD, ud be7* 

1 01 tain po!Jlt I thillk n l'lllat ~oad .Ughtly. 

Th&t oer tala po!Jlt 1Jl the la'7illg ot t u .. ~a~at neoeaoviq 

{all !a.r short ot what the "tion aeeda 1Jl tau a, ud of what ao• 

/.nD l' icau Clll afford to pq. ~ UIO\IIlt of IIOUf H \)aD tab bT 

l4~ohlat1on MllllOt pou l blT abaorb e'CIO~~c,h ot our dUI{e~u• dollara, 

becaua o nerr dollar that c&D bo apct, 110 •t te. br •boa. 110 

atler 11pon what, caa be apct lo abaorb ao• part of a lWtecl 

auppq o! ;;oocla aad eerTlcea. 

,. 
• 

I think that we Ghould not burdw the avere.go /.~~erloan tax• 

p&Ytr at l hl' tl111 with a achodule tha t wollld prod11ee l2 lllllion 

dollar• . On t he oU111r had. , I bellne that we oan aalc a total ot 

lO.G billion dollara, ot which G.5 billion la lndlvld11al inco111 tax. 

I aa talk!Dg a groat. deal here t ota;r ab~ut t lll an~"' 

.&lllrlcan, the ll&ll aho 1a JMiclni: undil' fin thoualllll c!ollara a 

yur - bee~aa&ae he 1a t l:ae ODC who will han to pq 1101 t of a~ 

lncr11ae 1D tuea. 

Ill tilll hlah illc~ braobt a,. taxec are al ready levied at auoh 

a ralo lh&t ! Ul'ther lacreaan will no t rloll aubohntlal IIWII nor 

lli.Lo i all.y ald la the battle a&alna t inflation . 

'no of tho thlA&a I nat to rae• end today - one ot the 

lhln;;a 11. !WIt do - 110t t o utiat)" the low ineou peraon but to 

be ;ua t lo bU. - 1a alee allowaac• for hardahlp cuu. :n. while 

" au u ttlDc: out t o &•t sore coneT fr~ 110tt people, • aeed 
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aelual l1 to g1 Tt tax relief to IGlllt J)Hple. 

rw , aa m ax•pl•, a Ml'l'hd .n with two dependeah a.kl.Jig 

•1500 a year - .-1 there are hUJII!I'Idl of lho\llllldo 118 h1ll 

t.hr~Uj;houl tht OOWlti'T• To thb .-n, laldq 1111 l h&ll aso 

1 .. e1:, a lax of $50 a Jelll' can be • bvdea - a blll'den llllliQ' 

U•• buder to h1ll l h&ll ou ach 1&1'£11' woul d pron to a perooa 

aklll<; a few hUJII!I'ICI doll&re 1101'1 a ,eu. The oerlourne11 ot thla .• 

problla d"JIIll u .. f!Jid the aan Mkllli a thouellld dollan or 

the widow w pportilll; her chl ldnn on $800 &Dd there are m&DT ill• 

lbelll, 

The prO!ll'la whl ch I will prueat to you tod&y laltta that lnto 

cond dcro.tion, 

AI a•r.,ult of our lnnatl.:;etiont 1110111.; average AJMricana, 

there 11 an i.aportant aenua1 rccoJIMB!at.lon that I want to malt• -

thel ntry R!tdble &hR be tabu a.l t.hil c~caion to reduce the 

tJI!lllioatlou 1a oar tax lalla which ab 1l uciii&J'l f or the 

lup&l!r to flU out coapl,ea .-1 dl!ticult tu fCII'lU. 

We ap~at a snat .Seal o! tiM athapt1Jit to aiapli!y the 

5epltmuer 15 to,... I tblak •• .-de it •• aiaple •• it W&l 

pou1 ·l• to -.lee lt Ulll4tl' thl te,.. of the prnent Ttl'"/ coaplioatld 

law, ~:. are now worlt!Jtt oa thl 11JipUflcat1on ->! the llaroh 15 fora, 

but I r.anl to at)' that lt b rq !IIlla£ that 1111 tax fora that 
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can ~:~eot tlw roquirerneatl of t h ' • pr .. eztt law h l1lcel7 to oau~t 

a ~rut doal of l'llelltMDt uo»e: the '-"loan people. 

I m aure Conzreu atr .. a that there 1a a great deal 

or room ! or eillpllf loatlon in our tax la••· I cannot here p 
into tha dv tt.ile of liapl1flcat1on, but I want oeJ•tdnl¥ to 

Nclsnend the c:oabilll.JI6 of t he V1c:torr Tax with t he Inc:o!llll i u. 
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COI!I}IliO&\.U rei.W'll f Orwao fiw tu iD lhtlf 11 0011pl1e&tfd q4 
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ll 1a oaloulahd di ffergtq &Ad 011 a b6ela ot dl f! utllt n•ptiou 

frOM Uit 1DCOM tax. Couequtlltq, there la llO prunt war ot 

•lapH!ylJ~~ i t ;Ill a tu fora to auoh Ill u teat that tha ... ill 

th• atrM..,.. 11111 •111 tab 1t ill hh atridt. 

hat to ·~ ex~eat a boar lal 011 our Wlrt t.e t 

1J tht:!t tW'I of ao• o! our war lnduatrlu. 

dhtuN ed a ut tu probl - which JU~ of 

vit al to our l onal wolfart , aDd t o tht 

ec011ollic health ol t that the eollnollic rutW't 

ot lhh ~~~lllltq colltlll to be . o~ed upon the p.ri.Acipl.u of 

•tttprbe which up t o th pout heY• prned eo tuoceullll . 

_,LJii.d Md &lid 1aprond, ud U t l'fiP 

... liM.- u.. fh trollt are a 111ary to ao!lln• thb re tult 

llllliOI'thy of t 

be ahort•tithttd tad 

condl tlont •114 

aeToral oorperal lon• that •r• now co 

produotlon of nr e q~~ lpa~tat , 11111 t.r t do , a 

ldloll)' patrloUo Jo ~. 

hell~ o/ co~~eera t or flltv• 11GW'lt7 ill then plu h f ilhrillc 

. ... 
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d011D tro:a t op anage•nt throuah the rank aDd tlle ot e:aplo11 '• 

r ow that t hh ooncer11 and WOM'T bu a ddlllite ettect up 

aOMth ' ng tor 11hl ch t l t har top lll.llageme tor 

u~loyen 

'i'bey raalh that they art now doing a 

a~~~o are now luJ'ult~ ag elllp lOY~Mnt to tre•Ddou• 

•1 be uuablt under pre t nt ci rcuutane" 

to ttay 1D butineu -

con traot t ahould be wit 

11 tor a abort 

tbay will ben 110 a qulpaent. 

production plana wl th which to 

extent t he entire tllture ot our 

Thla lt oot ~ollf a probl 

caaea not eYen pott·war 

To II u oat 

welfare depend• 

problea when l t co~••· 

Treaaury, and la only 

u a nu::lber o! 

prlnta orp nlaa\hna ar nCIIII' enaaaed ln atul\7 

'l'riiiUl'T t hORn I', of ce: ta ln 

tax up~ote o! t problea, and l aa prepared at tl• to 

!lll.kt b:o or ~· auggeaUona whloh lllght be aotld upo 

tbua help t he aituation. l want to aay, ~onnr, 

~~aaauru along •II¥ llnea will ban to ~ t u e 

than tloa cot;pnra t1 nly 1 t.ple tas euJ'(iutlona \! we are to 

&c~ l• !ull production and l ull e~lor--nt t.a.d1ate17 af ter 

• • • 
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!At .. tdl JOU 11011 about our apeoltlo rllo-D4at1~na tor 

till tu proiJ'&Il whlotl I aln11n]¥ bope tan be p&ne4 before tile 

1at1 of thh 71111 tt1enb7 •ldn& 1t· ponlblt to apare tb. publle 

till oo2plloatlon an4 a4414 bur4en of retroaetlTI tazea. 

I aa r•eo-llllbc a procr&a to lnorea11 ~ural oollMtloua 

285 

b7 approx!Mtel¥ 10.6 billion dollara for a !\Ill 7nr of operation 
••• 

Ullt r oolld 1 t1 ODI antl ol pe te4 tor tbl nur t\a ture. 

I reoo-D4 tllat tbo11 tazea be ralll4 through an lncnne 

ln £atate and. Gltt Tu11, Corporation '1'&111, Stllote4 Exclae 

Tuu, &114 Incl.h14111l Illoo• Tu11. 

iatah an4 Oltt T&zel 

htate t&Zia la&n bean & part of our ~4eral tax atruc:ture 

1J.n01 1818, Wt the total oontrlbutlOII Aal biiD un4v.l¥ lllllle 

In thh per1o4 &M&4 1lbua p-eat acl.41 tlon.al rnm111 11 uaoenar1, 

utate tup&Jara alaoul• ... tribute u hMTll¥ n poulbJ. to 

tba ooat of the w.r &101111 111 ttl othlr croup• of taxpaf1ra. I aa 

augguting that the e:u.ptlon tor Eatatt 'ta111 bl re4uoe4 froa 
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~.000 to ~0,000; that Eatate and ,li t t tax ratu be lncr ta11cl 

tbN~~&hou t the acab. liT ao do lng, we c11n ralet an addl tloul 

400 allli11n dollarc on a tu . l 7ur•a bull. 

Coroorat loo Taxea 

It lt rtcoBD~D41d that corporatl)n taxt t be \ncrtated. 

Dtt?lte ht ayY !ncr••••• in taxea, ne t corporation lncaa. alter 

tun hat rhtn greatl1 a lnce 1J31i. Alter j)&.Ting diTiclende; 

corporatlona will han added to their oapltal out or earning~ 

an t atl .. ttd 11 bi llion dollar • dur lna the 711r a of 1941, 1942 

and 1943. it tberetor t recolDIDd. t bet corporat ion taxu 1n 

gtotral bt ralaed, but tha t •~a11 corporation• ahould t o given 

mort tavorablt treatmant. Our schedule tor increasing cor· 

poratlon taxta haa bten worked out ~1on~ thia lint and wi l l 

raltt an additional 1.1 billion dollare. 

In rtapeot e corporat ion• now •nsagt d ~bollf 

4 !aced with t bt probl t a ot reconveral 

period would bt creatlT !.nor•••• 

the rtl\ul a11d credit procedure• to •kt the 

qu lcklT aTallable. Woreover, I btlleva that the carrr-baok 

••• 
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now ln the atatutu abould be 

goui t.a th11 

1 111ll have tur ther reco:s»nd& tiona to 

~~~uru u tbe7 per~!n to 

£1cl11 Tuu 

t !:h proble~:~. 

a.ne tbue 

It la the belh t of the 'i'reuur1 Deparbent that a.n incr u .. 

297 

In excise tex r&t•$ h.u llucb to ootti:Mnd 1t as a means of r a b ing 

addi tional :nono;r during a n r period, Ll ttle or no increase 

In adminiatratlvo aci. iner;r la requ lr11d, Ttema can be eUected 

which nud to be conurwd for or pur poses 11nd add l tlona1 texu 

can be placed upon optional lte:llll of expenditure eucl; u ll11Jor 

and tobacco. The t ax r a tu t hat we are euzgoatln- have been ti t 

to the nr t1111 ooncUUona of eun l:r and det:l&lld !Or each i te:J 

n paratel7, l hen thalt condl tiona change, 1 ahall reco:t~»nd 

ravh i on ot the tax ratu, Under t he achedul e W1l ch we will 

proeent to ;rou in detail, we oan ral ,. a.n addit!onal 2, 5 blll\on 

dullbr a throush lncreu11 in pr u ent exohe tax ratu, end 

tl.Nueh new U Olall, 
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Th• tax !ncr••••• of which I have apoken -- t he ~atate and 

oltt tun ot t our hundred tallllon dollara, t he corporat1 Jn taxu 
~'t. -I; ~ 

oJ' 1,1 billion dollar I" and the txOhtl Of 2, & billi ons add up to 

1 total of 4 blllton dollars. Thla, of couru, 1a nowhere near 

enough. Colleotiolll UDder t he uhtlnlf tax 1a .. during t he 

!lecd 71ar of 1944 are expaotad to uount to 39 billion dollara. 
()., t.7 

r :.h thraatana,1proepaotln de!lclt of ~billion dollara, whlch .• • 

.wet be 111t b7 borrowing to tha extent t hat additional tax rennut 

11 no t u cure4. 

In order t o reduce t bla borrowln~ load, r an reco~ndlng 

increu ee in lndhl dual lnco!!lo taxea to yield an add! t lonal 

G,b bllllona. 'Ut h equity i n t he lncol:ll tax progr atl it 1a 

obvloua that our populat ion lZn pay t hen additional taxes, 11 

tbt lncoa pay.nta to lndl Ylduala after tun ha •• in t he il" t 

lew 71&J'I btu lnor ... aad b7 aneral tillla t he inoreaae In 

lnco• tuu 'lllloh han been t hua tar i i:Jl)OUd, 

Adding thia 8,6 billl~n to the 4 bill ion derived fi'O!!l ~r 

taxu, woul d total 10.& bllllona lor a full 7u r of O?t ratlon, 

In planning a aohadllle to ralu t bla 6, S billion dollar a 

In additional !nco• tuu, n han Jlllrged the Vlctor7 Tu into 

th4 lnoo!H Tax, 

7be pn•t·war ore41t, which l a now part ot t he Victory Tax, 

should be .. tntaiued In principle. 7bt ret 1ndabl• pert ot the 

pruent 11otory ~ aSNnta to 2 bllllon dollar•. 
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HoweTtr, ainoe current of taeta al lowed agalnat the poat-war 

eredlh in t he Victory Tax practically eliminate ita poat--.r 

oharactu, I propon t ho introduction of genuine poet-war oredita 

to protect t he inco!llll o£ the lower inoo111a gr oupe. Thla would 

aako part oi the propo11d i ncome t ax re fundable. The amount ra­

!Wldabla would be 2.S bllliona, which co~~~paru fnorabl,)r wi t h the 

replaced Victor)' Tax. 

l rao-nd that t hh poa tpwar c:radit be paid in the f orm 

o! a .tull,)r pala Uta i nauranea policy. 'fhia woul d supple•nt the 

lnauranea prol'ialona of t he Social Security Act. !f, howanr, 

the t axpa,yer didn't wish to t ake thle r"und in l naurance, ha 
.M"! C.P 

could rectln it i n caah at a 25J( d lacount below t he n.l ue of 

• • • 

the(Poat~credit for t he purohl.u of tnauranct. 

r -rurther auggeat t hat tht ouh n. lue of tho credi t be made 

i~diattlJ an.ilable i n apecial hardship caaea for tLa protection 

or pe~ aona wit h Bnco••• u peoially tho .. in tea l ower brack 

I ahould llb to take a ~:»nt now to tell you exactly how 

t his incou tu aohtclule will "~Drk in actual practice. 

Take, for example, a married peraon with two dependentaJ 

~er t he preaent law, tha inoo1111 tax exemption would amount to 

$1900, and the Victor y Tax exemption would ueually amount to S624J 

under the propoaal, thare would he one exemption amounting to $1700. 

Such a per aon baTLng a nat lncooe of a thouaand dollar• a 7W&r 

•Ill pay a groaa tax under t he preaent law of $25, of .tloh Ill la 

hla refundable Victory Tax orad! t. Onder t he new proooaal, ht will 
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not bt required to pa7 a1J3 tax at ~11. 

rt such a peraon h earning $3, 000 a )'ear, he h now p&fln& 

a grou te.x o! $327, of l'lhlch $60 h hla refundable tax credit. 

Under the n.n pr opoaal, ha would p&)' 8384 grou tax, of whlob 

$52 woul d be refunded. He would t hua pay S&7 1110ro 1n grou tax11, 

or $65 ClOre ln net taxae. 

A aarrled paraon wl th two de?'ndante earnlng SS, OOO a r-ar 
Ia now pa7l ng at tho rate of 31, 735 of which $182 ia hla Vic tory 

1ax ret'lllld credit. Under t he pruent pr opoaal he would pa1 

S2, 52J o! which $159 woul c be re fundal le. Ee woul d thua pa7 

!78B •110ro In s rosa tax or $811 in nat tax. 

At $28,000 per ~·ear , a rne.rr lod por aon wl th t'II'O depondante 

Ia non pay\ng $10, 171 of which $597 ia refUndable . Under t he 

naw propou l be wattld pa7 Sl3, 750, Ol which $250 -- tl¥! aaximum 

allowable under tbe proposed pr ogram -- woul e \.e r ot'lllld&l;l o. lle 

would tl.ua be pa)'ing $3, 579 ::ore in grou tax, or S3, J26 liOI't 

nat tax. 

l t 1a ., belie! that t he pr~poaal that I have ju1t a.de 

Ia u e(luitable aa &JlT program tbh large ! 111' additional taxu 

could poui bq be. It 1a lnnitablt tha t aoM lnjust lou will 

b• done, but tbeu wlll be graa t1;r modified oertnlnl.r b7 the 

rtlle! proyialona whloh are Included. And b7 enacting tbia 

propoaal , I l al1an that Congrau would aern the r;ation in 

llaD)' '111¥1 • 

• • • 
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Ylrat and !oreiiiO&t, of co\LI'ae, •• w.1uld be ablt to : in.anct 

, llr, tr part or our hugo war coah t hrou.;h tantionJ alld b7 ao 

d1 illt) wo voul 4 be rtl loYluc; ureolvn o! a po•t-r w\lrdon whioh 

•l&hl Mtorlally retard o\lr ~riod or recon.ti'Uctll):t. 

t )' comblal.Aa the Vl o to.ey Tu with lho lnc <r.~t tax under the 

!Jr:ula I have hldlct.ted, n could , without loa.lxl.l ruon111 or 

1'1thout I&OI'lt'ioiAJ t.h. pruo.nl poet- war l't t'\md of the wl c.tOI'J 

iu , areatlT at.plllf paper work ~ t.ha ;-rt or t~ tupqer. 

~. la a atep ln the dl rac t l on of public c,nvenltnct •hi~ 

th~ld bt tabnr IJid t hb aholll.d llltllldiato ly bt aapll!l oa '.iT 

a~llehlna the earaed lncoat cr odlt, and b)' t&k!Dc .natever 

o~r atepa art lndl oatod to aLspllt,r thoat part• ot >ur tax 

lire •hlch han er own uo .. di1&11 co•plu onr tht )'O&ra. 

In &akb;: f or IJI lncreue in uclau, 1 btlint n are . 

lndlrectlT &I ell aa dlrtctl.T htlplnz to flthl lnflatlon. 

301 

111 .ulo.lnn t or ad41t1on.a.l tun t roa corporatlcne, I airaetrely, 

l.tlleu 111 art not oYerbvdealJl• tho•, partie larl)' in de~< of 

tho fou!J' provhlon which 11.1uld be available to lht11. Alld b)' 

t ll&ctfn.. t.bll uton.lon or nllot provhlon., u I hue indi-

cat ed, l l will ba taklDB a altp t o .. r4• protectlftg the Ult!uln••• 

of ~ur nr pliJill .,ht ll w havo finally •on our~ Vic; to~ ant w caa 

ilt.ln a.,alu to l.ull.d a ae• llatloa ln peace. 
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ID u kiDt; ... eNn iliUM ,..,. ., li oi 'Ulllo·l ~., • 0~ 
'!l~f~;,._...d~Hc•*"~--- ~,. 16'£- ,,., • .z?r~'""'"-

~ uWiii~GIU:;J; :ft MUlo!Jl clollar• trJa tho AMr1oan people, 

w1th oultabl o pr oThlnlll t or h&rdah1p O&au, I btllon eo are 

bt1~ eonsle tont ~ltb the nbil l t1 ot tho peopl e to ~11· AD4 

.... a~•o cortlllnly m t erbllr r tro~~~;thaulDc our / heal ~o1lt101l. 

I lbtrafo~3 .. k r our ~o~t thor>u~h c)na1d•rat1on ot the 

·~nlbna 1 !In c B ee. lcr . r•ul llld tho Trt11W7 eta!! .,.. 

h.,e t~ a U ftl' fJUr quuti'o.11a ~ to pro"nt Lo JO~< Uw co.pltlt 

ach•4~1 an! plana. 

, . 
• 
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~r• la '* fvtbar r t a-.dat1on 1 t holll.J :UU to 

•k• t o thla Co.ltt... It 1a !lot a part o! tho t&x 

rNpoul but 1t bean a dbtil:let ld u hlp to lt. 

I ohJulcl Ukt t.o r aeo:atAd, aa eat hlu1aat1cal l7 u 

1 b ow bow, t.ha t 1au c pl l.t7 ~ exttDG the pr .. tllt !:oelal 

::eeurllT 911t•. 

I hue talbd to MJI1 people • ho "ould be cou el'lltd 

d th oxtea.dall ol the Social !:ecurltJ prosru \".hich wou~ 

inYOht WNUta 1ll pl¥1"011 tu11 . I hue b•an •t 

el th lat or oat aftd anthDii aa• ! or broad.olac the proT1t1ona 

of the f.oc1al ::ecurit7 Act. I han boan uaured that the 

~·oplo r.Lo would han to pa7 addit1o!1Al pe.;rroll tu:u ••• 

lho • ladoa o! ale~ tJa ~~~~•arr adcllt1o»l aacr1!1c ... 

n. Prt~1Aent hat llliiOUDCtd plAna t o .re-t~l..t.blbh 

our fldatlac Mil ec-.lc~ !lhea thq rttiii'D to but~ 

11ft llY•• Oil the aoUIIIl ! 0'.1Jidatlona ot ~ Vlct oq t ha7 

11111 han woar mJ DOW • au.t aleo kM j) ln a1Dd oa that 

,._ aoua4 t o*-UOD of Vhtoq , wor kllli: .a, aDd ! a,..,., 

t.lli! o.ll othar people Oil the ho::ae t'roat, Mlfl o! whoa are 

:lOl now COTQred b7 ~oelal Seour1t7, lllllll alao build Dl1f 

and bett or l lvoe. 
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Therefore, I wgc11t that the COIII£NII IIPlo111q 

conaldor wldentQg Soolal Seourlt7 to ooYer praotloalq 

all pereoae 1A the lfa~lon , to 1aoreue eaplo:fiiiHlt 

lneuraace btftlfltl, aDd to proYlde btftlfl t• tor 

lo~por&tJ dleablllt7 and boapltal1aat1oa. 

~ the bath of blllt alNid7 1atroc1uo.a 1A 

CQ~~~;rau, to do thb woul d 1aoreaae the f oolal Seourlt7 •' • 

t.uu paid b7 aplo7"' b7 appl"oxl.attll 3.7 blll1ou. 

The DICIUIJ'7 adclltloaal eaplQ'tPI' pqroll tax ot 

1.6 bllllon dollara would ake aa amual lnore&tl ot 

5.3 billion dollara tor Social Seourit7 purpo•••• 

A aubatantlal 1aoreue in the Social Cecurit7 

• • pa.yroll taxu would be of 1-dlah ""let in dlainlahlag 

the threat ot latlatlon • 
• 

ftl•r• 11 110 preteue on the part of low-1aco• 

peoplt that the7 could co.Cortabq pq then a .ditloaal 

P'¥1'011 t ax••• It 11 laao• b7 thaa, Uld adsltted to 

bo • eaor1!1oea but it 11 felt b7 leader • t.Dil apolceeNn 

!or 111111¥ euoh people, ..a by l holl of the poopl o theuolnl 

trlth llhoa I ban talked, that beoauu wt woul d ba expand1Dt 

focial Seourlt7'1 ad..at&£•• aa4 perm!ttlnG worker• to 

invut 1n their tutvu, thla aaor1t1oe will M .-de wlll !Jigll• 
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If f&Troll t &xea &re incre&aed, the income t&Xes ahould 

at that tl• be ade aubatu ti&llr lo1~er t h&n I hne recoDDended 

to avoid &n uoeui n t u burden on the lower incou groups . 

.•. 
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r a nt to preaent to ;you t oday tbl Ad.tainh tra t bn • a ~ 
suggested program for raiaing additi onal taxea to help pay for ' ~ 
the war. But more than that, I want t o u p lain why thh pro-

I 
gram was devised in ite present form. I think you are enti tbd _.. 

to latow no t only the decieiona we have 111t.de, but our reasons for,...) 

laking thoee deciaiona. 

Bacauae of t he huge coat of t he war, it i a necessary for 

ua to deal In aatronomical figures. The budget for the fiscal 

year 1944 calla for lO~billiona in expendi t ures. And while it 

II&'/ be pouible , and I hooe it ie, to curtail some governmental 

expenditures, even that will not l eaaen our need for all the 

money we can poaei bl y get 'for the• war , We cannot be foo frugal 
J 

about it, We know by now tba t our willingnees to spend the 

neceeeary funde, no matter how large , hae bad a definite effect 

on the livea of our man in battle. The superior fight ing 

equlpmut whioh we have produced and bought baa of courae been 

n penain, bu t 1 t will ahorten the war and will eave t he lives 

of thouaanda of American f ighting men. 

The money that i s expended on l end-lease to keep tbe enemf 

engaged on docena of fron ta all over the world~ also aavea 

unto l d H vee, 

Tbeee t hlnga, -- equipment, medical aup?liea, l end- lease , 

and all the reat - - have helped to build the nr coat to 

Its preeent huge pr oportions, but I am sure you 

) 
..; 
/ , .. 
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wlll agr11, &lid I • •v• tu J81rlou people II'"• that lt 11 

111)1' th 11hila • 

In tu tu• of !alrc• uouta er 110 .. 7 to be ralu4, w are 

~~tl with a Ttrf avlou probla of areatillg for the Ull'iol!l 

peopie a new tu PJ'O&I'Ul that 1a fair tJid equitable. 

-
307 

:e m111t ralt• ~· uoah of aadi tillllal -•1 tor !1Daao1111 .... 
the n r &Jid couat1.Qc illtlatlon, lad 71t l.n dolllg it WO CIIIAOt 

onrloox the r aot that there 11 a pou t beyoDd whloh •••• people 

cannot pq hlgb.tr tuea of u;r aort u d •till J. ep a full¥ 

gol..zii;. Tht~•t h 1 polat beyoJLd whloh t hey clllllot Mtt the 

ta. billa tJid atlll ulatab 1 ataaclard ot li'fllli whloh wlll peralt 

thea to oontlllv• to halp 1a the etf10Un pro .. cvt1on of the war, 

or of their 411\111 111 \k1 oldllaa tcODOIII h1ch 1a lleOIIIII'J' to 

aupport the ..,.. 

I aa hUlai 1• thla te ~apbad11 the tact that the Troaa1U'7 

O.partaeat haa •t ar-.ltr&rlll' 11t don a tlpre •• the u oat to 

be rt.lnd, with011t reau4 h tkl JI'Obl,_ whloh ubt, &lid tlhioh 

IIWit be •t. We aw, .,. •• U.. put .. Ttrel 110ntha, aaktcl tbt 

help o. ne17 uenUft depart..& et Ooni'Udt hadJIII uq relet 

eillp lo tu .. , lDOl"""ll tu Arw:t ..a the la'f• !ad I tb.11lk • 

b&ve oxallinad ,.,.,. oouelTable plaa to ralae a441tioll&l tax11 

ae eqllitabl¥ ud attlol•tll' u pdble. 

• • han MUVOd U..11 plaiU agaial l 1 
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flret, ~ abllltr ot tbe plaa to ralee .oae7, ... 

l ta •tr•ct on U.. Wlatiou ~nil-. 

f,oooaA, tlle .. gne to whlcll 1t llipt lahrtere with 

wur procluoU o111 

Thl.rc!, tllle 4e~ne or llataahiJ tile plan pl&oee upoa 

peopl e wi th tize4 Luoa.ee aad with fi xed oblicat i on•l aa4 

upon ?'Ople with Uw!equt.o iDoo:aeJ a4 

fourth, it a p,_.t ioabllitr and eoet troa the •t&Dd-

308 

pJlAt or lh adaiahtntlou. lo plaa h goo4 11 1t woa•t 

won, 1! H l.JI illprutloal f or ~ ' ""'DIIGt to baaU•, or 

1J it .fur thu trle • the pa tieaGt ot tile taxpar • r lllho la 

already b~r4eae4 wit h too much aad t oo ooaplioated paper work. 

~ or our ohlet o ... l deratione i n deYelop~ o tax prograa 

baa b11n till ctrawt.a& ott ot wba t 1a oall.ecS • oxen • epend 1lll lii?Def. • 

Il bu bea 11tt.lted. tllat luoo• paJlll'nh to lndhid~.~ala will 

~l h 15& b1Uloa dolla.ra in the fhcal yetr of 1~. Tbe 

uo1111t o! £0oc11 ..... rrtc:ll anilablt oaa abeorb only ab?ut 8~ 

billion or thh 111 bUlla, l .. Yilll! 68 billi on, Pere'>nal t uu 

lllU reduce thb tllue "T 11 b1ll1• at the preeent rate, leartllc 

a total ot about a ltllll• llollue. or t bil 42 billion clollarl 

111 expeot to dra eft a .-.u.tlal -•t lJI the eale or War eoaae 

to iDdld 41alla - 1nrt how .uoJl eaa be 4N• ott 1n thle wq we eaa• 

not , of couree, foretell at thh polat. We 4o h!cnr, howenr, tllat 

dill' ill,;: the put 12 aonthl - that 1a to ••7, thr' llP tM tbrle 
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drin a Mh loh • • han had, aDd tht ro&lll&r :lond aal .. which 

f!O J D 1110nth alter month - n .._ han ab1orbed. nearq 17 bUll• 
,, ~A-~ 

dol lar• ol thia ¥\t••1•'1 110lll7"f roa i.lidhidu&l1. 

Thtrt ar t of oour11 other for.a ol non-iufl&tionaey I&Ylnga, 

1ucb aa l ilt inllli'&DCI 0 which &lao 11111t bt 111btraoted f r oa the 

42 billion potentiallr dan;;1r ou1 dollara. 

with Bonda, a aubatantlal , .. 
..,Uilt of u eeu lnco• will atill bt ltltJ and u the pr oduction 

ol ch 111an t;ooda is dtcreued and t.ht auppl7 of thi~~,; a to b111 

beeoate progr eaaivelJ more 11Dlttd1 the daager of inflation aounta. 

A• you now, thtrG i1 nothLQc eaaentia117 new about thl e 

threat of inflation , The 111d1 of it haYO botn flith Ul f or & 

lo~~g tbt, and the Oonrnalllt ha1 t aken nUMrJ Ua MUW'II duri.ng 

tba rtctllt put to cepe with tho 11tuat1on. Partiallr becauu until 

recent}¥, the t hreat ot lntlation 11-d to MD7 t o be far awq, 

&lid partl&llr btoautl of • laclt .r ceaeral UDitratandlng or the 

tCOIIoaic f aotore lllvolnd 1n lntl&Uon, not tllouch has been 

dou . lllleh 11101'1 rlll&lu t o be <lo111. 

In the Tre&llli'J we han eollo&lltrated on h o 1peciti o ;rqa 

of eoabattillg lntlatioa - t he 00111iattnt reoo~nding of hi gher 

taxu, and the aale or War Bondi u d Tax Notu. 

·)n tia rch 19, 1941 I .. t up the Othu • Sning1 $t aft 1n the 

Treaeuey for the plll'pOU ol proliOtlllj; the aale of De h u e Snlnga 

8Jnd1 t o t he &tlllral public. On ~&7 1, I i ntroduced the acrl11 
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E, y ud 0 Snia&• Boa4a 1o Ia effort to Uatrb 1Acl1Y1dul I&Tlqa 

IJid to ftrutall tlle pehatlalq 1aflat1oUJ7 ettecb o1 the 

upt~~dltvu o! thut flUid a tor oon•-r• • good a, 

011 Apr il M, li4l, I appeared before the Co.Utht oil !'fqa u4 

Jleua to clhnll tlat llllcl of rahi.Da S, b billlou dcliUoll&l 

rnan111, oa• ot tM objHthll ot 'llllch •• •to prnut a ceaaral 

rbt 1ll pr1oee liT kHp1ag the total vol~a~ of 110aetary pW"chaablc·'. 

~··• troa outra•lD: pi'MUGt1oo. • 

Oil .lueu t. 1, lPU, .. }llalld oo aale Tu J.nt i cipat1oo Ho t11, 

dn l&Mcl to euble the tuparer to aan ayahMtica~ tor hh 

tu bill, ud at the ,.,.. tl• to abaorb P'lrCIIaaiog power whlah 

lll&ht han MID lptllt t or ooll~WHra' goocla. 

OD Dto•ber 1'1, 1841, .. blpl-ahd the l'qroll ~aTlaga Plu 

tor tU rt; lllar ..a qat-tlo tall of tl41hd r tatu S.Tillcla Bolide 

lt WIC• ........ A\ tM pl'lll&t liM 21 alllioa pi t'IO.U Ue 

41Qetlac a total ol U O alllloll dollar• a t10nth. 

01 Mu-ah 11 lN, I ap,.&rtd l:etore thl• Comithe ud aalata 

for aa 1aereua 1J1 ,..,.... at 7,6 billion dollara. I alated thlt 

tu lhhf cllltr at tlla •• raftDIII aet •• to help clink ill!lation, 

lDd polate<l out that •aothliC 1D tM IIOilollio fhl4 OlD inte1•fere 

•1th the war tltort u much u aa llllaontrollo4 rin in pr1cea u d 

Ill llll' latiou17 pr1oe r1n 1a a aouru ot ereat aoclal 1Djutita. • 
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Ill the thr .. t •ar• 1~, 1941, l~ I reo sadtd to 

CAI\;rue t u lnor..,•• tot&lllaf: approd•telf 10 bUUon dol lara, 

a.nd I till clad t o 1&¥ that Collgl'OII •••ted IIOit of th.le luoreu ... 

It 11 Gal• to se.{ that th .. c tax rhe~ &All tu IIOilef that we haw 

rullud tllrougb Uae aale or BoJIIIe , hue beaR nbatmtiallf 

helpful , i a <JoiiUOtiWl wlth ot ur GonrnMat&l aotiou u d , .. 

•trl . liolll , ill c:CIIlbolllJl& 1.1lflat1oll to tllt u t eat to ~hlch ••. 

1. hu thu tar ka oODtrolltd. 

I have ~;he11 )'Oil thh 'bukero1111d to relllDd J OU that thh 

m!latioaary t eD4enor 1• aa.othi~ whioh haa boaa . i th us oYer 

a ;:rlod or 71ara -- soaathinl ower wbich we must c~netaatlJ 

atand auard -- aoa eth tn:.; for l'fhieh 1 aNat d e11l of sacr11'1oe 

now la worth -at.le in order lo protect oursolYca in tho future . 

Pro11 a atatbtloal et&DdpolAt , •• kno" •r• the bulk ot the 

11111 I:IOUf U.a, all where, therefore, 11u allo tha greateat. 

or lnflatlOMPf pre .. v • • 

todq, fov-flttlll of all the lAo- or tho nat1011 h &oillg 

to PtOPl• ••mlAc lt11 tbu. fin tho118ud dollar• a ,.u. J.a4 

for tbJ.I 1'1 .... tJie peoJlt II.J'Il1a& t ... thill oYII' I tUbeuhnoe 

"'&•, but leu thall fh'• thouu4 4ol1are a ,..,, pre11at tha 

grntut pohlltial d&llger f1'077 tM I.DilaUOIW7 ttu4point . 

la the agr.regate, thll hllfte gr oup of people -- a i l'OUP 
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uti•hd to maher arolUid 81 111llloa - po11111 a ~:nat deal 

of 1nfl&tloJW7 u nq, the wd&)at of which ou o&llll ahe price 

ritea, ud ca oo•plehlf upaet our uUn eooa.oalo a)'lt .. 1t not 

abaorbed 1a tutf1ohat quutitr. 

Hn iag tllh in ailld, &Jill al to hn1JI& 1a llilld tU 1111c! f OP 

adcllt101111 !IID11 ta f iunce thh 1110at exp.uin ""~"• tU Tr oa11U7 

ut a eoa.l earlier t~1 7•1.1' ot lZ billion dollar• u tha CIDUllt ,c 
• 

tdditlollll renmae ¥!h1ch 3h:1uld be ralaed b7 11 .. t axat1011. It ••-4 

rtu onabl e that tha Jull of thit hebe billialll dollal'l oould ca. 

without too c r oat a aacritlo• f ro• the • dlua ud l ow l noolll! group•. 

:auu lllh goal _, 11t u a J&thfaotol')' t1gw•e tro1t a !ileal 

at&lldpoiat, tha '!'r euW7 hat il0111 COIIIidtrable illnat1s at1"«• 1e 

han go111 o11hide the Treuuq ottiou, outeide o! 'fluhlll;:t:>n. 'te 

ban that tnln billion dollua, llllea trud ahd illto illdiTldual 

"'"• WU & (:1'41&\ deal of liODITf aad &I WI progn11ed ill OW' 

1aYUt18at1ou, .. beo ... 111"/.~ ~ ••• oot ohaat of the 

.. IIOUld hne 1a le'f)'iag ao~ ' u adcUUoll&l tax on &l\1thl11£ 

lib lA equitable lluu. 
ohil• it 1a pert1ot}J obYiou• that the econoalo condition o! 

the eoUDt r·r 11aclioat11 that tun b ttill iiNoh ro• !or dUUonal 

tuauon, lno0111 h 1111 t c1btrlnh4 1Du11ch a ..., the t it eu 

tqllltabq be b&llll ott 1a huge quaat1t111 tbalght aoPOI! aii7 

given inc._. ltlWl. 
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Je fouad thia out "''17 cletlalhlf •• •• •c!e uta&l. 

oburn tioDI 1a the t1el4. 'A• ft t&llte4 to utlaal people -

people llho pq nnt, tee4 their faall111 a4 ••t the eztra 'billa 

•hloh wartlM liTi.Ag aMalea upoa th-. We t oad that ao• ha4 

treMndolll a'bilitT to pq tu11 - a a eo• e&r~~ing the , ._ 

UOIIIIl of ~Dq, tQjb fL• ,& Jj 9 ' 1 W1'11 &l.retq MIJ'lllg 

the bre~ poJ•t. Dll ill all the pllu that •• 4n elopec1 or 
~~I~~'-

extal•l, ~e 414 110t t1JII! a •hlil• one that would llp&nh out 

wltb eqult7 ul jaltloe tho11 who co'lllA pq • peat deal of aew 

tuu f ro• tho11 who could pq Tl'l"'f little. We found no nr, 

that h praotloa'ble llld workable. 

Fro= our eur...,., aDd fro• cheoklng clo••lT the re1po111e of 

10rk1Jii people ul tarar1 llld other croupe ill the Bolld DrhWI, 

.. turther follad thaUhu w,ualitr ill ab1llt7 to N tuu h 

Mile oa,euatecl fer 1a a luge MU1l1'11 'b7 the wllllltii'J piii'WII 

et BoDaa a-.c peoplt who ban ~re thlll their 1111111 uo!Ult of 

101117 to .,.... 1fl teal, tw uuple, thet ~ war worker• 

1a 1DIIIlltrlee -. .. 1u- bat 'olea tll'bltantllllT 1Doru1ed, the 
.~ v Plll'chau ot Bona. 11 hJ.eh• In faohrlta an pro4uction h /' 
A 

11pec1&ll7 hlp, 11111 wbare _,,, aad onrtla are acoorc11Dil1 

high, the nle ot Ball4e b tlallar}¥ hl&h. Ia the automobile 

lad111tey, for euaple, 87.6% of aU the worbra are replarlT 

• • • 

bvlll& 8onh on P'll'Oll deduetlOB pllu, 184 tho11 wllo 11'11 IJII'Ollea 
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,,. regululJ m11tl11C l O.S perooat ... of tulr ftCII• !)Ql'lJIC 

the Thi rd War LoeJl DP1Te tho WOPktPI 1a l'OJPelentatho autoaobile 

planl • ln-llttrolt in'Y01hd upward• of 111 anrage on oae hUIId.rea 

dollars p.r UA in utra Wu Dond1. Ther did thla of their OWJl 

t rn will, without coapwion br the fiOYII'IIalllt. 

Thil l"thl'll hold• tl"'le throuehout t he n.r.ue lnduatriu. 

Stn ntr· fin percut ot all the lhlpbuilden are on the pe.yroll 

deduction plan, IJid are ian1ti.Jig ll.Sf. of their Wl£ea. 

D~plo7e11 ill the coubuct1011 llld111tPJ 'llho are on the~llll are 

dtductin.;; 10.4% of thob pa7J aad - to take ~~~ ""­

lnduttPT • 85% of the eaploye11 of the telephone and t.elegraph )r 

lnduatq are aubaorlblng 9Ac ot t heir par. " \ 
In ta11'11111 to the a"Yeraee Aurlcan c1t1aoll, therefor e, 

" llllt aq tut 110t e'YII'JIIM who 1e earning a10ro than ueual, 

h onr-ape!ll1 I.Jii. 

!he great aJoPltr of .&aerlclll people are read7 and lllXlOUI 

to do theh part to ooopoPah 1n en17 Tl&'f the t will htlp will the 

war in the ahort11~ poulble tlaa. There 1a a fuul &mental 

aoundlle u about thea wblah 11 110\ alwq• tullT appreciated. 

I han letll 1t at work 1n OllP W&P Loan drhllo 

I lilt 1ure that we 0111 couat Oil thea u la41dduab to '" 

Ill auocuatullT through ~ our flgllt aga lnat 1ntlat1on 1t wo will 

01117 tell thea what to do - clearlT aaa 4eo111n1J. Tell thea 

•• • 
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hOif thiT oa bollp. We cloiUlOt leglalate co'peration, ad lle1Qd 

4 w ·h1n po!Dt I thillk D !Miat *rc.a lightly. 
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!bat c t~·taln po!Dt ill tho lcV)'lng of taxu .uat neoeull.l'l}T 

fAll !u short of what the nation a .. a. ill tuu, llld of what •o• 

J.lllf :·l cant cu. alford to paf. The 1110\lllt of IIOileT we qu. tab b:r 

ltt;hlation OIIIUIOt pouiblT abeorb enough ot our du.::eroue doll&rl, 

btcauee •nrr dollar that ou be 1pe11t, no •tte.· b:r whoa, no ••. 

atter upoa llbat, oan be epeJat to ablorb IOM put of a Halted 

1uppl,y of goode ••cl. aei'Ticu. 

I th l.nlc that '" t!hould not burden the anra::o l.mrloan tax­

payer e.l thh t iu with a aohodulc tha t •~uld produce 12 billion 

dollar• . ;)n the otbllr hu.d, I "ualieve t hat we oan "k a total ot 

' 10.& billion dollal'e, ot whloh G. 5 billiOil h indhidual illoo• tu. 

I • talk!Dg a great cleal ura todat about tbll anrage 

Mlrleu., the ... tho 1a •king UIIUr tin thoueu.d dollar• a 

T•&r - Mllall be h tlw au who will han to pal aoet of •rtf 

l11crea" 1a taxea. 

1n tM hlp !IICOIII braobta, tax81 are dread)' l cT1ed at 1uoh 

' ralo that flll"ther lacrea•n wlll no t ;:rlell lubtsbnti&l ewu 11or 

u tedall¥ aid 1D tM 'battle agalut 11lflat1on. 

Jno of the ~;hlq• I -t to reo~Dd todq - oao ot the 

ll.lJ\!1 we 1lllll t do - not to utbt;r the 1011 illooM ~raoa but to 

bo juat to h!Jl - 11 -.ke allC111U.Ot tor bard1hip oaau. SYa while 

•• u e 11tt1Dg out t o get lliOro mon•:r troa ••t people, we DH4 
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aotual lt to 1he tu nllet to - people. 

rw, at 111 a x•ple, a urrltd an with two depeDdmh laltl.Jti 

$1500 a 7ear - a.1 there U'e hWI&!J'edl of thOIIIIAdl l1b h1a 

throughout tht OO\Uit'7o To thil an, .Jtl11g lt11 t hai! SSO 

a wed, a lax o! $50 a 7eu uUl be a biU'den - a bul'du M!l1 

u .. a btamr to h1a l baa ou ~ch lart:er would proTo to r. pereon 

aki.D€ a tn h..ared dollar• IIOl'e a J9&r. The ••rlouellln ot thil ' • • 

probltll d"poaa u " tind the m&A Mki~~& a thoue&ll4 dollar. er 

the widow eupportl.Jti her children 011 ~00 IJid there are fiiiiZIT like 

th ... 

The prograa llltioh I will preeent to r ou todar l akoe that illto 

conaldoratlon. 

~~ aarteult ot our luv••tl~atiou. amo~ avorage ~ricen~, 

tharo 1a e.n laportant general roco••Dilation \.ha t I n nt to ulte -

that n •l'l P!lllbla ltep be t aken at thla aeu l on t o reduce the 

OJJIRlle&tlou ill our t u lawa which make 1l ntonaary t or the 

lupyu to till wt coaplu aDd di!ticult tax !ort!lll. 

f e 1p111t a croat deal ot tl .. att .. pt lnc to almpll!y tbt 

Seplt•bor 15 to.._. I thlnlt wt u de it u ci111ple Ill it WU 

~aeille to make lt Wider the t erat or the praeont very coMplleated 

law. 'Se are now worltlat oa tho tl11Jllt1oatlon .lC \.he !larch 15 tol'll, 

but I n nt to " 1 tha t 1t 1e rq ! 1111.11& thlt •DT tax to:. that 
' 
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ctn ... t t ilt roqulreiMilh of th' 1 prenllt lair h lU:eq to oauae 

a great deal of r11entlllellt UIOJIG the American people. 

I Ml aure CoJ18NIII agre11 t hat thare u a great deal 

or roO!I tor a111pllt'1oatlon in our tu law• . I cannot here 1;o 

illto the detail& of elmplifl eatlon, but I 11ant cntainlf to 

ncJ~~t:enl the coabln~ ot tho Vlctoey Tu w~th t he Inco• Tax. , .. • 
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That h part of OW' propoaal. n. V1otor1 f ax eaptclal lt 

complioatu retW'n foru • n. tax in ita elf 11 coaplloated and 

L 
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it h calculated dlthrant lt and on a bt.ab of d1fhrant n•ptlon1 

t roll the inooM tax. Couoquentlt, t here 1a no pruent wa1 of 

d~:~pl1!y1na: i t on a tu fora to 1uch an extent that t he u.n bl 

the alroelllfan aDd will take 1t i.n hla 1triae. 

Another 1ource of groat concern t o the Ame rican people, and 

one .. hlch hu to ao. u . ant a bearin.,. 0 11 our n& r tblo t ax pro&raa, 

1a tbef'future o! aoM of our war illilu1lrlu. I aa ~;reatlt 

dlatur ctd about the prolll ... which 1111111 of the coeporati oDI dll 

h oe, with the conation o! the \'ar. 

It ia, o! oour1e, vit al to our National welfare, and t o the 

cconolll.c health of t he eat ue world , that the econosic: f uture 

of thle couat17 coatinu. to bt , oulllled upoa t he prlnolplea of 

eohrprbe whid& lip to thil e proved 10 1\lC Oellful. 

'!he prunt 171t• -t ~ .u!l\ d &lld iapi'OYed1 and .hal tYer 

• u uru 011 the ! heal froat u e aecn••l'T to achltn thla roeult 

•llould be tekea. i1Q' other oo 

Ullwor thy ot the AMrloan peo 

I han peraonallJ' 

bt •hort•l ight ad aDd 

t ba flnano~al conditione aad 

•lllllllona ot anor corporalloaa that are now coaplataq coa· 

ltrled to the production ot war equi p;Hllt , aDd ar e do~ • 

tOIQindabl e &lld .bollT patriot i c Job. I hive aeaa the ltaep 

heU~~,_ of concern t or r uture atCIIl'itT 1n the11 plants tlltarlAI: 

. 
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401111 mm t op MJ~ag••nt t hrou«h the rnk &Dd !11• of l lllployall. 

I know tha t thi a concern and worry baa a da!lnite erteot u/pn 

nr produ~on. 
'l'hil ia n t aOMtl. ng for which either top llall&gtznt I' 

12pl oyeea aboul be oritici&ed. 

Thty realiae ~t they are n011 do i ng a treando buainua, 

but ln 10111 naea they • be UD&blt UDder pre ent cirowut&nou ,~ • 

to atay in buaineu •• even ! or a abort tl -- if their nr 

oontracta abould be withdrawn audcl.t nll• J en tLe war ia onr, 

U.y will han no equipunt, and i n a tal caau not enn poat-WIJ' 

production plana with which to continue buat neaa. To a great 
' 

extant the entire fu ture of our poat'-ar nati onal welfare depend• 

upon our being tully rudy to .,( thla }!roble1:1 when it comea. 

Thla 1a not wholly a proble tor the \ ' ur7, and ia only 

in a lb.l.ted aaaure a tax pro le11. It has y aapecta, and 

liTeral deputaan t a of the 

prhate orgulaaUona are n 

Trna1117, hownr, baa 

nWiher ot 

t u aepeote of t hh Pl.: u , and I Ill preparad a t t ala • to 

illke two or thr11 a'uggutlona which W.ght be aoted upon n and 

tbua help the i'ituatlon. I want to aay, howner, t hat far ~· 

co~~prehenrtn M&eur11 along •D¥ l1n11 will han to be taken 

than tboae coaparatlnly 1 t.ple tax .uggu ti.Jr.l lt •• are to 

tohi aTe ful l production and full employment i~diately after 
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ltt M tell JOU DOW about OUJ' lpeeltlo 1'100-Ddati.;)DI tor 

t~ tax prograa •h1oh I d noll'eq llope tan be paued before the 

tn4 ot t bh Je&r, th1r1b7 •ldDI 1t p011ib11 ~ lp&rl the publ11 

tbt oo:tplleation aD4 ac1414 burden of reU..ethe ta:a11. 

I aa reeo-DUDI a procraa to lnareaee fe41ral ool1Mtio111 

'bT approd•telT 10.6 bllllou dollar• tor a tull 71ar ot operation 
"'. IUIIl.er oouUU0111 uUolpatld tor tM Dl&r future. 

r r•oo-u that thoee taz•• be railed throu1h an l.Dcreaee 

lD Eetate and Gltt !axle, Corporation !axle, Stllotld izoht 

'tu11, &lid llldh1411&1 IDoo• 'fueo. 

ietate and Oltt Taue 

letate taue han MID a part ot our federal tax etructure 

llDU 181.8, Wt tbe total OODtributiOD hal been UD4lllT t•ll• 

Ill thJ.1 period aMM 1lilllll P'lat a4dit1oD&l I'ITIDIII h MOIII&rJ, 

utate tup&rve n01ll4 .. tribute u henilJ &I pollib:W to 

tbt out ot the w.r al.q n tll etber &J'IIUPI of taxpa71r1o I aa 

euggtetlng tbat the ea.ptlon t• Jetatl Tuu be rldu11d troa 
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$60,000 to $40,000; tha t i atate and gl!t tax rataa be increased 

thr~u~hout the acale. B;y ao do ing, we cnn ra18t an add1t l oaal 

400 million dollara on a tull ;year'• bade. 

corporation Tax•• 

It 1• reoo~n4ad t hat corporation taxea be lncreaaed. 

Dtapi te btaTJ inorea••• ln taxee, net corporation inoaa. after 

taxu bae rhen &J'e&tl;y a ince 11139. Attar pa7ing d1Tidenda, 

corporation• will ban addad to their capital out o! earn.lJI&e, 

an uti•t•4 ll b1111on dollare dur in& the ,ware o! 1941, 1~ 

an4 1~3. l'a tberatora reoo-n4 tbat corporation taxu in 

general be ra1eed, but that ..al l corporation• ahould be giYen 

aore fnorable treatiMIIt. Our eohedule tor incrudng cor-
• 

poratlon taxea haa bean worked out along tbia line and will 

raiee an additional 1.1 billion dollara. 

Ib rupeot to tbo11 corporat10Da now engaged wbolll war 

production an~d with the problea of reo eion a!ter the 

.,, I aboul4 llu ~t out that law alruciJ prorldaa 

illportant relief M&llll'll, part. illarl1 the oarrr-baok of louu 

and unuud. b eau Protlta or ita. The nlu. ot thea• proYlalona 
~ 

ln tha poet-war period would be greatl7 inora 

lbe refund Jlll-u.aft procedural to •kl tha oub ~-~ 

quiolcl;y anilabla. Moreonr, I beline that tha carrr-b&Ok 

•• -
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prodtlona now in the atatutu aboulcl be aomewb~d. 
/ 

Obdoudy, future prol' on.a •1 ban ~ •de, and thue 

wlll have to be keyed ln 'wH be r-all adJainhtratlon p'lan 

!or bandllnc t bh problem, a la~ date, lt la entirely 

poulbl• that aa a ruult t the 

r will ban turtbu a..nclatlona to •X. 

M&auru aa tbay pertain to t bil problt~a, __., 
&xclu Taua 

It 1a the belle! of t'- Treaaury Dtpart111Dt that an lncl'lue 

in n clu tax ratu, baa :~~~cb to COllllllnd it u a Ileana ot r e le ing 

additional 110ney during a war period, Ll tt le or no lncreaae 

in admlniatratll'e maohlnery la required, Item. can be alltcted 

wblcb nud to be conunwd tor •r pur poeu and additional taxn 

can be placed upon optional lteu of expenditure auch u liquor 

-~ 

and tobeceo, The tax ratu t hat we are eurguting ben been fitted 

to tb. war tiM oondl tiona of aup?lY and dell&nd !or each lt~c 

ttparately, then thtae conditions change, I abell recotatnd 

ref1a1on of the tax ratea. Under the schedule which we will 

preaant to you in detail, we oan ral ae an addi t ional 2, 5 billl on 

dollera tbrouch lncrea111 in pruent n olle tax ratn, and 

thNugb new noiua. 

-
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Tht tax lncrea111 of which I have apoken -- the Eatete and 

Git t tun of tour hundred lll.lllon doll&ra, the corpor&til n tun 

of 1. 1 billlun dollars and tba exchu of 2. 5 billion• add up to 

a total o! 4 billion dollars. Thh, of oouru, h nowhere near 

enough. Collt otlona under the txhtlng te.x lan during the 

!heal yaar of 19U &re u peottd to aaount to 39 billion dollara. 

t r.k tbre~~roepaotlvt \deficit of 47b1llion dollara, whlch , . 

11uet be •t by borrowing to the extent that additional tex rnenua 

h not uoured.~ 

In order toAreduoe t bla borrowing load, I am reco~ndlng 

lnoreaaee i n indi,1dual income taxee t o yield an addi tional 

G,b bllllona. V.i tb equity in the 1nool:ll tax progr w it 11 

obTloue the t our popula tion can pay t hue addl tlonal ten a, u 

tbt lncoa pa)'alnta to lndldduah after taxu hue 1n the put 

r •• Jlt.rl been 1noreued by ltTer&l tilll• t he 1noreue ln 

lncoa ttxu whioh hen bu n t hua f&r i~~poud. 

Adding tbh 6. 6 blllLJn to the 4 bi llion derhed froa~ Miler 

taxu, would total lO.S billion• for a full 1•ar of operation. 

In planning a eobad!.llt to rain t bh 6. 5 billion dollar• 

1n additional lnoo• taxu, " baTt 111rged the Vic tory Ta:r into 

the Inootae Tax. 

~Le p~at-wu oredit, which i1 now par t of the Victory Tax, 

should be aintdned ln principle . The ref\1ndable par t of the 

preaent Vi ctory tax amount• to 2 billion dollar•. 
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r.oweTer, ainct current ottaeta allowed agalnat the poat-war 

crtdlta ln the Victor7 Tax practlclll7 elladnate ita poat-war 

cheracter, I propou t ho introduction of c•nuine poat-war cre4ih 

to pro tect t he inco• of the lonr income groupa . Thla would 

m&ko part of the propoaed income t ax refundable, The llliOunt re­

fundable 't!Ould be 2.! bllliona, which compuu fn orabl¥ with tb. 

repleced Victory Tu. 

1 reoomand tbat thh poatpar credit be paid In the form 

o! a .f\ll ly paia lite insurance pol1c7, Th1a would aupple•nt tbe 

insurance provlelone of t he Social Security Act. It, howenr, 

tht taxpa,yer didn' t wlah to t&lce t hia retund ln tnaura.nce, he 

could rtcein it ln oaah at a 25% dhcount below the nlue of 

the poet -nr oredit tor tht purchau of Insurance, 

I further euggut that thl oaah nluo of the credit be made 

l:s::~~diatel7 anUable in apeoial hardahlp casu for the protection 

ot pll 1ona with !bed lncomu, eapeciall7 t hoat 

I ahould llltt to take a !IO:Mnt now to tell you exactly how 

t hh lnoo• tax aobedule will -.>rk i n actual practice, 

Take, tor exaaple, a .arritd perton with two dependenta; 

Undtr t be preaent l aw, tbl lncoma tax extllption would actOunt to 

$1900, and the Victor7 Tax ex111ption would uaually amount to $624 ; 

under t he propoaal, tblre would be ona axempti~n .. ounting to $1700, 

3uch a peraon haTing a net lncoae of a thouaand dollar• a r-ar 

•Ill pay a groaa tax under t he preaent law of $25, of which $11 l a 

hla ra!undabla Victory Tu credi t. Under t ha new proooaal, be will 
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no~ be required to pay &111 tai at all. 

If auoh a penon h earning $8, 000 a year, be 1a now paying 

a grou tax of $327, of 'llhlob $60 1a hh refUndable tax credit. 

Under till new propoaal, be would pay S384 grou tax, of wbioh 

&52 would be refunded. F• would tbua pay 867 more in groae taxaa, 

or $66 11111r1 in ne t taxa a.. 

A arried paraon wl th two dependent. earning $8,000 a ,.ar ,. 

Ia now pt.Tillg at the rata of 31,736 of which $182 h hi a Victo17 

~u refund credl t . Under the prnent pr opoaal he would pay 

$2,523 of whioh $159 would be refundable. Re would thua pay 

$788 JUOre ln grou tax or $811 in not tax. 

At $25,000 per year, a married poraon with two dependent• 

It now paying $10, 171 of which $597 1a refundable. Under t he 

new propoul Ill would PAT US, 750, of which $260 -- the maximum 

allowable under the propo11d pr ogram -- would be refundable , lie 

would t h\11 be pt.7lng $3, 679 more in grou tax, or $3, 926 !lOre in 

nat tax. 

It h rq belief tfu.t t he propoaal that I beve juet ade 

h u equltabla u &111 program thh large !or additional tax11 

aould poaeiblT be. It ia ineYitable that eome lnjustlcee will 

to done, but the11 will be greatly 110dlfhd certainly by till 

rtlie! proyhiona wb!oh are lncluded, And bT enacting tbia 

propoeal, I tellne tbet Congrua would 11rn the l.ation 1n 

u ny ~·· 

-
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Pir• t and fora.oat, of courte, •• would ~ abl e to t iuaaoe 

, l.&r er part of' oul' huge wu c01h thro~ tant1o111 &ad bT eo 

d? llljj 111 would be rel1ev1Jag uUl'uln• of & p01t -nl' ..ul'de11 whioh 

•l&ht ~~~tttri&llt ret&J'cl our pniod or r eco111tM1ction. 
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"1 coabiAllls the V1ct01'7 tax with the by- hx UDaf£the 

( JI'lll.lll 1 hue illll ioated, we coul d , .... d e:=-:t: -~ 
wltbout aacr1tiolq the 1 •t poet •wu t ef\llld of llau fht IIIJ. ~ • 
-'-• t; reatlJ daplit7 pap.l' wor k 011 tha part or tba taxpa)'llr . 

'l'hla 11 & thp 111 the dl rectiOD ot publlo coDnnleJIOe which 

eh~ld be t&k .. , .. d thb lhould '--tdbhlt be upllthd bT 

abolhhlll£ the e&l'llild lnc<IIM credit , u d b7 t &klll(t whatner 

other atep1 &1'1 1ndloated to a1111pl1f7 t hou par te of 'lllr tax 

l.&wa which han £ P01111 noted l oglt ooapln onr the Jl&rl . 

Ill u kbg t or u lncrea .. 1n nob .. , I be11ne n are 

I.J.dll'edlT &I .ell &a clil'eotlt helpin;; to t l&ht lntl&tion. 

87 aeklll; t or ad41tlonal tax•• Croa col'pora t iona, I alncerely 

bdln e •• aro not 0\'trbu.l'daln~; th .. , partiol!lult 1n dew ot 

lhe re lla! prOYblOD whloh w:luld ~ an llable to lb... And b7 

tii&Cli~-6 the uhnd on ot relief proYialone, 11 t ban l.nd1· 

cated, i t will be t&klDg a 1 tep towal'd1 pr otecting the uaetulneaa 

or our war planh when wa hno tlnallt won our V1ct o1'7 u d n can 

beghl ~t,&ln to build a •• Jatioa in peace. 
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!II~ a~a:!Jis income tax~ 6. 5 bUHo•a dollan or 

1 
net 1~ ,_ of 4 billion dollara f r >rt the J.aerloan people, 

wlLh aultable provlalona f or hardahl p oau a, I bellue wo ar o 

btlnt. oonalotent tilth the Ability ot the peopl e to g~. ADa 

., u o certalnq materla.ll.r etn ntt henlDC our ! heal politlon , 

I therefore ''k your mo1 t thor ' uvh coua1deratlon of the 

a~~&uUona I hne u ile. u . raul and the Troaawoy otU"! are 

hare to anawer 1 0 111' queetlona and t o preent t o you t he caplet. 

achecul uc. plana. 

, . 
• 
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There h 011.8 fvther reco!S!Ulnclatlon I thould ll.lte to 

make to tbla Comaittee. It 1• no t a part of the t&X 

pr~posel but it be&rl e diatinct kiuahip to it. 

I shoul d like to reco.mend, &I enthueiaaticall7 aa 

I know how, that you amplify and extend the preaent Social 

~ecurlty 171hm. 

I hne taU:ecl to lUJI;f people who • oulcl be co11.eerned 

with extendoll of the Social SecuritT progru which would 

lnvoln lncriutl in p&Troll tu11. I han been •t 

wi th lntoreat end enthuaiaax ! or broadelll.ag t he proTiaiona 

ot the Social Security Act . I haTe been aaaured that the 

people ~o would haTe to pay aclditional pa7toll t&Xea ••• 

the whdoa o! uld.Dg the neceeaary &clclitlonel aacriflcu. 

'1'be Pr .. ident hu announcecl plan. to re-.. tabliah 

our tlgbtiag .an econcuaical17 tihen they return to build 

new lina on the aound foullilatioua of the Vldoq they 

will han WOilJ and 11ow we DNat a lao keep in a1nd on that 

G&Dt aoUDd foundation of Victoq, worklUB .. n, &lid f araera, 

and nll other people on the. home front, a&QT of whoa are 

not now coTered by Social Security, muat alao build new 

end bettor liToa. 

328 
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Therefore, I ~U&C••t that tba Comcreaa aerioualJ 

conaider widentae Sooial Seoarit7 to ooyer praotioallJ 

all per1on1 in the Jat1on, to inoreue e•plo)'MDt 

lneuraoce beDttita, &ad to proTide beDttlta tor 

te~porat7 dlaabillt7 &Dd ho•pltall&ation. 

Oil the llub ot biU. alnaq introduced in 

329 

Coagrau, to do thh would lnoreue the Soolal Seoarit7 .... 

l&XII paid liJ t.plOJIII bJ approxLI&telJ 3,7 bllllona, 

The DIOeiiUJ 11441t1ollal .. plqtrl' p&1J'Oll tax ot 

1,6 blll1011 dollar• would .Ue aD azual l~aore&le ot 

5,9 billion dollar• tor Soolal Seourlt7 purpo1e1. 

A eubatantlal lDoreue in the Soolal Securlt7 

payroll tax11 would be ot t-cllalt urYlce in dl.tnlahlng 

the threat ot latlat1o11, 

There 1t 110 prehue 011 the part of low-lnco• 

people tbat tUJ could oollfortablJ paJ thuo a dltlonal 

p&Tl'Oll tuu, It 11 lalom b7 th ... and admitted to 

be a eaorltlotJ lnlt 1t 11 telt b7 leaden &lid apobaMD 

ror 111111 auoh people, Ull1 b7 thou ot t.bt people theuebu 

wl tb who• I han talktcl, that btoauee .. would be expanding 

t ooial SeourltJ'• adY~ataae• al4 pe~tt!Dg worker• to 

lnYeat in their tutarea, thlt aaorltloe will ..... e wlll ilcl7• 
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If &yr oll t u.u &re inc!'t&aed , the l nooae tuoa ahoulc! 

at that tliiiC be a do aubttantit.ll1 lcmer t lwl I han reoo-.nded 

to avoid an exceni YO tu burden on the l ower lnoo• group•• 

3 

.. -
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I want to present to you today tbe Administration • s 

suggested program for raising additional taxes ~~e}:.J.~~ for 
~........ . 

the war . But more than that, I want (~ explain why " his pro-

gram ! " O o dtlr 1 
11 i in ite present for= r td1LRl~ou are enti ~~ed 

to know not only the decisions we have made, but our reasons for 

lllking those decisions . 
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Because of the huge cost of the war, ~ t is nec9 sary for 
~fr'! 0...~~ ~~. We~JJ, 4M.4.~ ,._ 

us to i1U~1 \MM.iul 'i.ems . ~e budget for the fiscal "\_ 

year 1944 calls for 1~ billions in expenditures. And while it ~ 

may be possible, and I hope it is, to curtail some 

our men in battle . The superior fighting 

equipment ~hich we have produced and bought has of course been 

expensive, but it will shorten the war and will save t be lives 

of thousands of American fighti~n. . * _ .. ,, .... 
The money that is expended en 

1 erd 1 Ill ~· keep the enemy 

engaged on dozens of fronts all over the world~ also 

untold live s ,.t.-.~IJ..J.f• ~ 71:; U~ 
These things, - - equipment , medical sup ?lies, lend-lease, 

and all the rest -- have helped to build the war cost to 

~ its present huge pr oportions, but I am sure you 

~ -~~ ~ q ~ '" .. ~ jJ .. , .( .:(. 
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r-ill acree , and I am sure the American people agree , that i t L 

worth uhile • 

. :e u;ust raise of addi tional money f'or financing .. 
~ . 

the r.ar· and combatin& inflation, an<! yet in doin,:: it 11e c8.llllot 

overl oo the f act that there is a point beyonci which some people 
~tl ~ . ,, \ f f'\ ,J...... ~ 

'\ce.nnot pay higher taxes of al'l¥ sort and still le epa family 

goint, . Tho1•e is a point beyond ":":hich they cannot meet the 

tax bills and still maintain a standard of livinc which will permit . 
them to continue to help in the effe ctive prosecution of the vtar·, 

or of lheir duties in t he civilian economy .. bich is necessary to 

tupport t he war. 

I ac t elling you t his to emphasize the f act t hat the Tr easury 

:lepe.rtment has not arbitrarily set do'lm e. figure as the aoount to 

be raised, without regard to the problems which exist , and 1'1hich 

:nust be met . '.fe have , over the past several months, asked t he 

help of every executive depar tment of Government having R!1¥ relation­

ship t o taxes , including t he Army and tho Navy. And I thi M Yle 

have examined every conceivable plan to raise additional taxes 0 

,/e have mee.sureo. these pl ans agains t : 
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First , the abi~ity of the plan to raise money, and 

its effect on the inflation prob~em . 

Second, the degree to which it might interfere ~nth 

war product ion; 

Thlrd, the degree of hardship the plan places upon 

peopl e with fixed incomes apd with fixed obligations; a.nd 

upon people with inadequate inco~s; and 
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Fourth, its pract icability and cost f rom the stano­

p~int of its administrati on. No plan is good i1 it won' t 

rrork, i f it is impractical for the government to handle , or 

if it further tries the patience of the taxpayer who is 

already burdened wit h too much and t oo complicated paper v:ork . 

One of our chief considerations i n developing n tax pro&ram 

has been the drawing off of what is called "excess spen<lill(; money. " 

It has been estimated that income payments to individuals Ifill 

a:ount t o 152 oillion ao!lars in the f iscal year of 19{4. ~he 

a=ount of ~~ods and services available can absorb only about 89 

billion of this 152 billion, leaving 63 billion . Personal taxes 

ttill reduce this figure by 21 billi on at the present rate, leaving 

a total of nbout 42 billion dollars . Of this 42 billion dollars 

wa expect to draw off a substantial amount in the sale of War Bonds 

to inttividuala _ _.tlflabl!-+ltl!lo"'"-mmumcl:!hMt!!&II'J~O~eMU,.I ll'&il!!h,.t,.e"lt!P•'ac:t':· a:·_..,.!_, s~ell£!11'"1 
'"'"' 'fB!it•Sfi , fnrp!ell , , _ t 1 

• poi 11 1 I j bse:e I CZ {=tft!tt 

~urin.;. the past 12 months - - that is to say, through the three 
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arives .. hich we have had, and the regular Bond sales r.hi ch 

• 0 on month after month -- we will have absorbed nearly 17 billion 
u " ~'f,C,f_S<; ~ PeNC>t tJ{,' 

ao!lars of this ( b reus money"from individuals . 

There are of course other forms of non-inflationary savings , 

such as l i fe insurance , which also must be subtracted f r om the 

42 billion potentially dangerous dollars • .. . 
~ <r •• t, ~......,.. 

But even taking~these savin~s alo~ with Bonds , a substantial , .. 
~unt of excets income will still be left ; an~ as the production 

·or civilian t oods is decreased.and the supply of things to buy 

~ecomes progressively more limited, the danger of l nflation mounts . 

As you nowsWtot C is n11iltil@ IDttULiallJ non about# lifti:s 
• , • \ m ~ 'i,t~<' f<... \. ~V>'f .. ~ ICe 

th"oat ai' iltl1 1 stJon '"'.rhe seeds -o?;;. have been with Us foP e'1 
WOA \"'~ \.v\.ok 
lue UM, ancf the Government has taken nwnet•ous measures ~g 

>he rec•r ' pest to cope with the situation. Partial ly because -u·····~ 

recently, the threat of inflation seemed to many to be far away, 

an partially because of a lack or general understanding of the 

economic ! actors involvea in inflation, not enoubh h&s been 

done . Much more remains to be done . ~ ~ 

In the Trc~!; ie"iliv~.:;2:~e 1 an ts~pi~ :;:;: 
.JJ ~ inflatio~~~o~sistent9-?ecommend~.ti higher V 

t 
i: ,L 'a ' el, ~ .. ••uJ.•.I ...,N· ~ ~ ~ 

axes, and di r 0 lr d ' war Bonds and Tax o.es . r-u-

Cn March 19, 1941 I s et up the Defenee Savings Staff in t he 

i'rca~ury for the purpose of promoting the sal e of Defense Savings 

Bonds ~o the general public. On Uay 1, I introduced the series 
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~. F ana G ~av~s Bonds in an effort to abaorb individual savings 

anc to r orestall the potent i ally inflationary effects of the 

expenditures of the s,e funds for consumers' goodt\• 1\-H·o'te~ ! -t<:L _ 
a-).~.,~~\)«. '\'-.\)~ j - ..:. )~ .... ~~ 

On April 24, 1941 , I appeared before the Committee on \'lays and . 
ceans to discuss the need of raising 3.5 billions additional 

revenue , one of the objectives of mich was "to pl'event a general 

ris in prices by keeping the total volume of monetary purchasing 

ro .. er from outrunning production. " 

On Auzust 1, 1941 , we placea on sale Tax Anticipation llotes, 

oesi~nea to enable the taxpayer to save systematically for his 

tax bi!l , and at the same time to absorb purchasing por.er which 

might have been spent for con3umers ' goods .To Ja:{< "'f k"C ~J<f _ 
On December 27, 1941, we implemented the Payroll Savings Plan 

for the regulc.r and systematic sale of United States Savings 

to wa:;c earners . At the present time 27 million persons are 

ceeucting a total of ~20 million dollars a month . 

Cn Harch 3, 1942, I appeared before this Com:nittee and asked 

for an increase in revenue of 7.13 billion do!lars . I stated that 

the chief duty of the new revenue act vtas to help check inflation, 

and pointed out that "nothing in the economic field can interfere 

'lith t he war eff'ort as much as an uncont r olled rise in prices and 

an inflationary price rise is a source of great social i n justice. " 
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r- I have 0 iven you this backgr ound to 

inf lationar;r tenDrteit:....! 

~ -t•iod of ycar~s~:_.;.::!~.hj:~~~::;z~~ constantly 

now is worth while in order to protec t ourselves 

From a stati s tical standpoint , we latow :mere the bulk of the 

ncr; ::~oney lies , and where , therefore, lies also the ~;reatest dllllt£11' 

of inflati onary pres sur~ . 

7oCl~ , four-fifths o:' all t he income of the nation is (;Oing 

to~~;tle earning less tha~five,thousand dollars a year. And 

~~J:3:~~;i;1!ft)Jetsm~~~nLt'e~) 
~~... . 

\'~tif's! t' sa t'iu' tb , 1 ' 1 : x-. presentr the 

greatest potential danger f rom the inflationary standpoint . 

Ip j • atsgaea, CHIS Q gtoap o± people 9 gneup 

Regraded Unclassified



~-~337 
~~~~JfV 

~~l1e~~~~~~IA&l..~ 
can cause undue price 

completely upset our entire economic syst~ 
in suffic 

H• vin" this in mind, •ao~~eQ.d...a.• 1:1.•1i'"~b-O!i'.ifr"'rio!' ,j.~.;!i·~n" ta,....h d f ~ ... - - n -· - · .... - · ' .,. e nee or 

addit i onal funds to r inance this moot expenSlve vrar , the Tr easury 

set a r;oal earlier this year of 1::! billion collars as the a.,.-,ount o{• 

acaitional r evenue lihich should be raised by ne~ t antion. I b CIIMd 

·jU'?J't t ao iJ a e:lfltCZ:hi Clid itiCU!Wii &lll ton . 522ups. 

:;ince ~hls goal \7as set as a satisfactory figure f rom a i'is cal 

""'..c.~ stanO.point ,"the rrreasury llan ttcns eoaslJuzaulo lnees bigabing; • 

.have t;one outsiae the Tr easury offi:ces , outside of 1[/ashingt on. We 

knel"l that twelve billion .dollars , when tran• l atea into i ndividual 

c~s.s , r1as a cr eat deal of money; an<1 as "e 11rogressed in our 

investie;ations , we became nore and more co nizant of •he probleiiiS 
Lr..~e 

1.0 •• ou1n have in levyi ng :;o ~ an additional tax on anything 

li~c an equitable basis • 

.• hilc it is perfectly obvious that the economic condi tion of 

the count:•y indicates 1lut tlt! 1 i:e "'l'tr!~t f or additional 

ta~ation, income is not di stributed in such a way that it can 

e~uitably be drawn off i n huge quant i ties straight across any 

Liven income level. 

-
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,,e round this out very definitely •.1hen we made actual 

observations in the f i eld, .1hen w,e talked to actual people 

people v.ho pay rent , fe ed their families and meet t he extra bills 

v;,lich warUme livine saddles upon them. ,/e found that some had 

t!'C!:lendous ability to pay taxes -- ana some earni~ 

SJJount of money.,. ~ ~ ~':4 Jr;}:i;~~, ,::1;·~ . 
tLe t . e alai t pe h:L And in all the plans that we developed or 

roll. ~"'~INC.. TIO~·~ 
exaoi~.e did not fina a single one that would separate out 

with equity and justice those who could pay a gre•t deal of new 

taxes from those rtho could pay very little . '10 found no way, 

that is practicable and workable . 

From our su!'veys , and from checltinr, c los~y the response of • 

:1~rlting peopl e and f armers and other croups in the Bond Drives, 

v:e further found thatthis inequality in ability to pay taxes is 

bei~ compensated for in a ler~e measure by the voluntary p~chase 

of Bonds among people who have more than their usual amount of 

ooney to spend . .,e found , for exan~le , that aoon.:; \tar workers 

in industries where income 

purchane of Bonds is high. 

has been substantially increased, the 
~O$T 

InYuctories where production i s 

especially high, and where wages and overtime are accordi ngly 

high, the sale of Bonds i s similarly high. In the automobile 

industry, for exanple, 87 .6<£ of all the workers are regularly 

buyillJ ?onds on payroll deduct i on plans, and those "ho are enrolled 
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are regularly investing 10. 3 percentate of their wages . During 

the Third iar Loan Drive the workers in representative automobile 

pltlllts in .Detroit invested upwards of an average on one hundred 

dollars per man in ext1•a ':/ar Bonds . They did this of their own 

!reo dll, without compulsion by the government . 

This pattern holds true throughout tho Defense industries . 

seventy- f ive percent of all the shipbuilders a~e on the payroll 

ceduction plan, and are investinb 11 .3' of their Hages . 

.,:,ployees in the construction industry ,·,ho a t•e on the plan are 
Dtl'f'~~"!J \(..IN(> 0 I' Af\1 

deauct inz 10.4"! of their pay; and - to take ifMll ..liie-

industry - 85~ of' the employees of the telephone and telegraph 

industry are subscribing 9,t% of their pay. 

~he great oajor ity of American people are ready anq anxious 

to do their part to cooperate in every way that will help win 

r;ar in the shortest possible time . Thoro is a fundemental 

soundness about them which is no always fully appreciated . 

I havo seen it at work in our War Loan drives . 

I lll!l sure that we can count on them as i ndividuals to see 

us successfully through -. our fight against inflation if we will 

only tell them 11hat to ao -- clearly and decisively· Tell them 
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how they can help. iie cannot l egislate cooperation, and beyond 

8 
ce ·tain point I think we must tread lightly. 
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That cet•tain point in the l evying of t axes must .necessarily 

i all far short of what the nat ion needs i n taxos , and. of wha t some 

.!Jj)t•icans can afford t o pay. The amount of money we can take by 

hs;islation cannot possibly absorb eno1.13h of our dan: erous dollars , 

because every dollar that can be spent , no matte ? by whom, no 

catter upon what , can be spent t o absorb some part of a l inited 

suppl~' 1C~vtt·~~~~~'}lt.i 
~think ~ we should not bur~ the average Ameri can tax~ 
payer a~ this time with a ~· tbs t :::ad ' : aiuge 12 billi 

dollal'!l !IR th sths lad, ! '\believe :~:J.J!J-~~~1 
10.5 billion dollars, of r1lllch 6 .5 billion is inoivioual income 

UiP@ J u u * is not l ow income pedon but to 

be ~ust t o him is make allowance for rdship cases. ;:ven -:;~e 
.e are setting out t o get more money from most people, we ne~ 

• --...,~ -.1> 
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taxe& an1 our nel'l 'K~e ~lllions 

. le realize lhat'l()nne taxes, in t he J.?!ISe l\ 

income taxes • 

;; .r billions , will impose a hraVJ: uu•·uu•l'f.<>n *'~"""ll/oloii~~-~~Uofii, 

w h . e wa liitolo: atl1 '&1 •i~u . sh 

cevice J'or lcssenin..; ~~t of thJI'schedule ---•tot\ii...t.~l.... 
or. the lower income gro~e ~~~&bill device 

and whlcl: I-~~t~~ ~s a possibili t~r"""'"" 
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;.t ~it•sl clance , it may seem that a billion and a half 

less t::en our orii;i .e.l ficure is not a substantial reduction; 

bul ! cnn arsurc you th&t it amounts to a c r eat deal in terms 

0
; a reduced income tax burden on any given ind ividual 
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actua.Lly to &i ve tax relief t o some people. 

. l WO a year - -

a marr ied man with two dependents maki ng 

re hundreds of thou~ands l ike him 

t he making l ess than $30 

a burden many ~ 

person 

of this 

we f ind the a thousand 

her childr en on 

As a result 
~. ~t..J'I~ ~ 

verage Ameri cans , ~ 
~.:;s an important general rcc~tion I want to mak~-

4W eve~~n ·- ; z : - sanies 
1 

cJa~lications in )Ur tax la~s which make it necessary for the 

.axpayer to fill out co;;~plex and di fficult tax forms . 

·.:e spent a great deal of time attempti~ to simplify the 

5cpte:noer lb for ms . I think we made it as simple as it was 

ross i ble to mak) i t under t he te rms of the present very complicated 
"" I' d"'o<A "' ~ ..Q..d ~I • law"~ ':!e are now working on t he' sim)!lification of the L!ar ch 15 form, 

bu.t I wan t t o say that it i s my feelin{; that any tax form t hat 
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can r.~eet the requirements of th" s cause 

a f. reat deal of resentment among the American peopl e. 

details of 

~ .. -
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Uoo ot •624 t or e'ac ~\u:pqer<J"loli; hca o4 o cl11Co4 1A Ulo 

cooo ot a IIOI'rle4 coQPl• wllen ou opoaoo " ' looo t!IM $624 

ot loo.... lo n:.-pUoa lo allowocl tor clepedtllh. !llo flcto17 

' 
t ax boo a COIIPl~ :_•l;t~e~t;"t'« to 25 peroeat of 

tho t ax t or o1JI&lo pe1,ooao, l4o l'•"i••t ot the _'f" t or ~~'t () ..., ....at 4- L:-:; .,('I o~~ ...,..zJ.Q ~ I .,... 
coQPloo"'-aa4"8D"d'i Jlooal 2-per"""t tor each 4-clnV r 

C081>11CaUoa lo tho prorloioa tor \alciiOC tll1 o creclU ~•tl7 t o 

tho ox\eo\ of clel>t ~at, U te 1Aovaace proaluo or war l>od 
~, ... ~ 

)>W'Cbaooo , • "! P \lllo prorloloo W 110 t ODl T -. lacnaoo.s' 

""'" ~ coeploxit T }•t t or praaUcal pvpooeo .- vlpe• ... t the pootvar 

cbaraotor of Ule on41t. 
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shqtllfloa\lon of tax fOI'II!:J * , to to sl' ' tax 

-l~ at 

2 
t ~ ;: 1 l ; l ' l 1 Lq.l• \as \able tlllloh we were &blt 

~ to p~l4o tor tazpaJOfl la the 19111 &114 1942 n\....,.o U.o 'bocoao 

~ l.llpoool'blo \1111 Je&r 'bocaoo ot Ulo T~\on tu. 
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o4or \)rooo11~ law, all no~ lno- 11\) \0 . 3,000 1o aoo-4 

to bo oarno4 1no .. o, whether or 110\ H 1o actllall7 oarnot, !blo 

ta1111ro ~o 41oUDPJ.ab. botwou 4lfforont 0011!'001 of llloo• for 

tho 3 # _ alllloa ~axp..,.ro below *3,000 t.prhoo \he 

o&n~o4 t;:oao oro41\ of Ha ehlof o1C~>1ftcaaoo. To~ 1\ oOIIJ)U-

;., ltJi:I:.M.-' dol ~ 
ca\0 U.o F - taUon of U.o ~u_ .... ,._.,._,...,.....,.,.,.. __ _ 

A ~.L ., 
l17 ol1alllaUDjl thr~1- .....,.4 111COM cro41\, VI O&D cala 

o1mpl1t1oat1on wltb.ou~ 41acr1alnat1ac acalnat tho oalarlod 

JIIOJ)le and WASt-earner I v1 \ b. 804et \ illOOMI. 

~ '¥bo ollalDaUon of U.o earna4 laooao oro4H wou14 uke pooolble 

tho aobln-nt ot a to.r~ho~ \broucl> tho conooU4e-

.Uon of tho u.-.1 ~u &ll4 tho OUJ'tax lll\0 one tu ooho4ula. 
-~ -
.t.~bazlce vb.loh wol&ld to.r~bor at.]>Uf7 tlliac an4 collocUon 

procodllro WC~lld be tho w1 ~bhol41nc ot t uoo troa vacoo aa4 

aalari oo at cra4uaJ ra~•• · Gra4uo~o4 w1~bhol41!'« oould .,.,.,"4 
tho tull Uablll\7 ill all bracko~a laa\0&4 of .to-ot U.o t1 ot braclcot} 

u •~ praoon~. !blo wol&l4 •torlall 7 ratuoo ~bo nabor peraollt 

~~~CI···· h R ro~u1rt4 t o o araUo11o of oaUaa~od tax. eo 

vlth ooployoro 11141oa\o that tb.ay bol loYo vl tbbol 

rat oo to be 4aal~lo &114 aa~lroll toaatblo . 

U/SSS/ab 
10/J t-3 

at cra4uato4 

j 
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:he tax increaset just suggested -- the added Estate and 

•tft taxes of 400 million dollars, the new corporation taxes of 

1.1 billion dollars , and t he i exciGes of 2. 5 bi l l ions, add 

•1 to a total of 4 billion dollars . This , of course, is nol'lhere 

enJu;:h . i sll !C kL::c sni ct ingV nder the~ul'i!ll; the l'iscal 

"ea~ of 19~~: '";x~Cd to !l!!lount to 39 billion dol!ars which . ' 
• ·ree.iens a prospective defici t of 67 billion dollars . This 

.c~icii '1!Usi be :::e t ~:· borrowing to the exlent that additional 

tex ~ev :~ue is not secured ; ~d it i s ey fiscal dut7 , and t!:te dut1 

" ~ress , to reduce the necessity for borrov:i!ll; to the great es t 

~o:tible point . 

oonsequently , I am recowmendinc increases in indivicue.l 

.-. 

' nco"'I taxes t~:t 6 .5 billion dollal's . With squibs i n tlu 

1::u~ f/;1e :1 ~ ~rpfptf:~~t~? ';(y~ ~~"'"o....;:.-
. C'~e taxes . The money is there . Incona payments to indi 

after taxes in the past few years have been increased by several 

~i~e: t e ·nc rease i n inco~e taxes ~us far im~osed . 

In rlanninc a schedule to r eise this C. , billi ons in add i t:onal 

ine1:-~e taxes , 11e have merged tl:e Vic t ory Tex into the :nco~e tax , 

a•,a lo•:.ered the exemptions in the : ncorec tax . 

As I pointed out before , the Victor y Tax exenpti ' n' at. t he 

presenl li~c l s $624. Income tax exemption is ;1500. By -[i. a.~:is;_i_n~ the Vic to~~ lowering the income ~;;pti Jn' 
) \CllOO, t~e Government tllu:z~"'ain . as taxpayers" t r.o se now 

~rr1 ~ .~, .. N· '/'JI'-
)1 H riur Vic tory Tax who J!ft1'\appreciable em..,unt s of :!lOney • 
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The total ar.munt of Victory tax paid by t he 9 million peo,..le 

r:ho w; 11 thus be relieved of Federal tax payil\'; arno mts to ode= 

2xk~~auil. x 300 million dollars) a.t.L ~ ~ -{.._.. 

~1-tM. ('\.' J ... 41~ f.N-J - , ...,...l vf ..i..­
d\M.-~ t,A .t • .J., .,JI ""- • 
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However, since current offsets allowed against the oo:s.('"-war 

in the Victory Tax practically eliminate 

I propose the introduction of genuine t-war credits 

of the lower income This would 

make part of 

fundable would be 

sed income 

replaced Vic tory Tax. 

I recommend 

of the 

the taxpayer wish to take this 

The amount re­

compares favorably with the 

This would supplement the 

If, however, 

insurance, he 

in cash at a 25% discount below 

credit for the purchase of insu.rance. 

of 

.• . 

suggest that the cash value of the credit u ... ""''"" 

' JI<'" u.Lutely available i n special hardship cases for the pro'te~..:l cln 

Of persons with f j xed jpco=sos ospeeiaily 'hltl iR the lower 

I should like to take a moment now to te l l you exactly how 

this income ~x schedule will work in actual practice . 

Take, for example, a married person with two dependents ; 

under the present law, the i ncome t ax exemption. would amtlunt to 

$1900, and the Victory Tax exemption would usually amount to $624 ; 

under the proposal, there would be one exemption amounting to $1700. 

Such a person having a net income of a thousand dollars a year 

will pay a gross tax under the present law of $25, of which $11 is 

his refundable Victory Tax credit. Under the new proposal, he will 
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not be required to pay any tax at all . 

If such a person is earning $3,000 a year , he is now paying 

a gross tax of $327, of vlhich $60 is his refundable tax credit. 
41-

Under the new proposal, he would pay $38~gi'P U texs sf mbic b 

4M:" W&Uldbo sa$ as d He 1!!9??1 d th'te p· y $57morecpia g aa ~111 

nn $65 

A ;arried person with two dependents earning $8,000 a year 

is now paying at the rate of $1,735 of which $182 is his Vic torr 

tax refund credit. ,._ Under the present proposal he would par 

$2,523J : i I ' I il60 aU to :ofm:dsbio: I.e ::ouH H • f'r .. 
$788 more , i n ftP?,, tau sr $21 1 

s. n t tu· 

At $25,000 per year , a married person with two dependents 

is now paying $10,171 of which $597 is refundable. Under the 

new proposal he would pay $13,750, j a'r=b i cb $?<a ne mu j pwrn 

--allu::ablu a 1 n U prepccsd proarem r n Jj It nsfnndehl e . J:Le.., 

•JlfY•1d t bl!S b• poring $3, 579 mrtcai l1 ;!1o•c t ' X Ot $3 93§ 00£' ip 

·~~. 

It is my belief that the proposal t hat I have just made 

is as equitable as any program this lArge for additional taxes 

could possibly be. I t • · ........ ,., *'l .,.tsl!tTs~l!'!t1Cllft:aPit~seoo ii!!liiU,-!l!!!li'J a~s!'4tl'ii•s•t •-•l.i.i ,..l l 

Hi' a : • ' dr hr '+>e 

'l'e t'Ml'ltrff"'PP"IP'IICP'IItoi' ..,i -e-::"Joi:Rib--s..J.i' pgjs;Jl ,llilp:}e d. And by enacting thl s 

proposal , I believe that Congress would serve the Nat ion in 

1118.lly way a. 

35 

• • • 
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'irs t and foremos t , o! course , 11e I•Oula be able to rinence 

nMi; = '' :nho/rn ""'~ """: ::~ :, :;::, :• 
;31Q, gr~atq :implify paper r;or:C on the part or t he t axpe.yer . 

..,..Qlj. steps ~indicated t o simplify those parts of our tax 

la·.~: hich have gr oml s ' · .,ly comple~~~ocoi the ;ea: 1 .. 

a.n increase in ex~is1s , I ' ' · :re we ar e n.J-
~~~~~~~~~~~ ~ ~ ~ - oirectly helpin- to li(;ht 'inflation . 

~ adaitional taxes .t£ corporations, : sincerely 

· •!ieve :78 are not overbu!'deni n;; them, partic"larly in vien of 

t!l~rovisiorf~•Ztf"it~allJlfe to t hem. 'nd hy-
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1;;};11.~ • ~WC_!:!ICI<{."'' a 1"0H Qrnou,_t cf "h 
_, u tt"@ s=.t;l income fiX'{ Gilt 6 . :, billi on dollars """'''r"L-~ 

I ~ • 

~~::~~~~~~~~~~~~~I~b~~~i~~~e ~.~,~~~ 
~ consistent with the ability of ~ people to pay -illli-

we ~1er~inly materi ally strentthen~ our l'iscal position . - ----...../ 
ask your most thoroUuh consi aeration of t he 
~~~ . ~u: ... e~ t i ons I made . ~. Paul and the Treasury st atr are 

:'\ere to answer questions. and to present to you w co:nplete 

scheduli.Jo.nd plans . 
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I .ts.nt to pr esent to ]O'J today the Administratio{ ,? -

sU£i:estea prog ra!!l for raising a<1di tional tues to help pay for 

the 11ar. But more than that , I want t o explain why we ar e 

presentin,; t his progr am. You ar e entitled to know not only the 

decisions we have made , but our r easons for makinc t hose deci sions . . . 

Because of t he huge c.ost of the war, it is necessary for · 

JZ to ask fo r a &reat deal. of money. './e need it , and the time to 

.;et i t is now, when the National income is tile highest it has 

ever been . 

':'he budget for the fi seal year 1944 calls for 106 billions in 

expenditur es . And while it may be possible, and I hope it i s, t o 

curtail so'lle covernmental expenditures , even t hat will not l essen 

our need for getting at this t ime all that the American people can 

possibly give us i n addi t ional taxes . We ei!Dmot r Miuee ew 1e 
( i: ' J~ @' j Rt 

~ui=e~r additional taxes by getf!J11r 1!1oneT f'l'Ot!NIGme-o-tMr 

sou~. ·as nee a to au be ~B,. 

~· i 

Tee additional taxes for which we are going to as~ will make it 

necesaa r~ for people to take in their belts - - but the cold hard fac t s 

o: fiscal necescity decand i t . ~le know by no1. that our willingness 

tJ spena the necessary funds , no matter hoY/ large , has had anhrill 

cJntinue to have a definite effect on the lives of our men i n 

bat tle . The superio r fight ing equipment which we have produced and 

bought has boon expensive , but it will 'shor ten the war and Yli ll 

save the lives of thousands of American fightin& men. 

~he money that is expended to help our allies keep the enemy 

er~at;ed on dozens of fronts all over the world also saves untol d 
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lives and helps shorten the war. 

These things - - equipment, medical supplies, lend- lease , 

and ell the rest -- have helped to build the war cost to its 

present huge proportions, but I am sure you will agree , and I am 

sure the American people agree, that it is worth while. 

\Ve must raise a great deal of additional money for financing 

t l;e war and co abating inflation, and yet in do i.ng it we cannot 

overlook the fact that there is a point beyond which some people 

of mderate means cannot pay higher taxes of any sort e.nd still 

keep a family going. There is a point beyond which they cannot 

meet the tax bills and still maintain a standard of living which 

wi l l permit them to continue to help in the effective prosecution 

of the ware O" of the in Qu tioe iR the ci vil Jan ecoRoAlf mAioll is 

ueoessery to snppe,t the we r 

I am telling you t hi s to emphasize the fact that the Treasury 

Department bas not arbitrarily set do~~ a figure as the amount to 

be raised, without regard to the probleCIS which exist, and which 

must be met. We have , over the past several months, asked the 

help of every executive department of Government having any 

relat ionship to taxes, including the Army and the Navy. And I 

think we ha ve examined every conceivable plan to raise additional 

taxes . 

We have measured these plans against: 

First, the ability of the pl an to raise money, and 
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its effect on the inflation problem . 

Second, the degre~ to which it might interfere with 

war production ; 

Third, the degree of hardship. the plan places upon 

people with fixed incomes and with fixed obligations; and 

upon people with inadequate incomes; and 

Four th, its practicability and cost from the stand-

356 

point of its administration. No plan is good i" j t •o11'+ 
o'V 

~ if it is impractical for the Government to handle,­
;..*- .....,_. .. .. ·~/ 

if i t illr ~heF t;"ie:' the patience of the taxpayer who is 

" already bu.rdened wi tb too much and too complicated paper work. 

One of our chief considerations in developing a tax program 

has been the drawlng off of whe. t is called "excess spending money." 

It has been estimated that income payments to individuals will 

amount to 152 billion dollars in the fiscal year of 1944. The 

amount of goods and services availablo can absorb only about 89 

bil lion of this 152 billion, leaving 63 billion. Personal taxes 

will reduce this figure by 21 billion at the present rate, leaving 

a total of about 42 billion dollars. Of this 42 billion dollars 

we expect to draw off a substantial amount in the sale of War Bonds 

to individuals , During the past 12 months -- that is to say, 

through the three drive's which we have had, and the regular Bond 

sales which go on month after month -- we will have absorbed 

nearly 17 billion dollars of thls "excess spending money" from 

inc!i viduala . 

Regraded Unclassified



357 
- 4 - . 

There are of course other forme of non-inflationary savings , 

such a.s life insurance, which also must be subtracted f rom the 

42 billion potentially dangerous dollars . 

But even taking into consideration these savings along with Wtq . 

been with us since 

the start of the war in Europe, and the Government has taken 

numerous JMasures to cope with the situation. Partially because 

lln-M:-1:-re'Oent!y, the three. t of inila tion seemed to many to be far 

away, and partially because of a lack of general understanding 

of the economic factors involved in inflation, not enough has 

been done . Wweh mote 1 ema:ius te ~~ d:e ue. 

In the Treasury we have taken several steps within our 

province to help combat inflation. We have consistently recom­

mended higher taxes, and have succeeded in getting the people of 

the Nation to invest many billions in War Bonds and Tax Notes. 
M"-' . 

On March 19 1941 ~ set up the Defense Savings Staff in the 
' . ' "'A 

Treasury for the purpose of promoting the sale of Defense Savings , ... 

Bonds to the general public. On May 1, ~Aintroduced the series 

E, F and G Savings Bonds in an effort t o absorb individual savings 
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and to forestall the potential ly inflationary effects of the 

expenditure I of these funds for consumers' go~ Altogether, 

tl:e American people have invested dl ~hese Bonds. 

On April 24, 194~ , I appeared before the Committee on W~s 

and !.leans to discuss the need of raising 3.5 billions additional 

revenue, one of the objectives of wlich was "to prevent a general 

rise in prices by keeping the total vol ume of monetary purchasing •• 

9ower from outrunning production." 

On August 1, 1941, we placed on sale Tax Anticipation Notes, 

designed to enable the taxpayer to save systematically for his 

tax bill, and at the ·same time to absorb purchasing power which 

might have been spent for consumers' goods . 

On December 27, 1941, we implemented t he <'ayroll Savi ngs l'lan 

for the regular and systematic sal e of Uni ted States Savings 

to wage earners. At the present time 27 million persons are 

deducting a total of 420 million dollars a mont h. 

On March 3, 1942, I appeared before this Committee and asked 

for an increase in revenue of 7 . 6 b~llion dollars. I stated t hat 
I ~ c:t• ·-

the chief~of the new revenue act was to help check inflation , 
1\ 

and pointed out that "nothing in the economic field can interfere 

with the wRr effort as much as an uncontrolled rise in prices and 

an inflationary price rise is a source of great social injustice." 

In the three years 1940, 1941, 1942, I recommended to 

I 
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Congress tax increases totalling approximately 18 billion dollars, 

and I am glad to say that Congress enacted most of these increases . 
"'' ... t!...-\.l. ~0 

These tax ~~and the money that we have real ized through 

the sale of Bonds have been substantially helpful, in connection 

with other Governmen tal actions and restrictions, in controlling 

inflation to the extent to which it has thus far been controlled. 

rrom a statistical standpoint, we know where the bulk of the , .. 

new ooney lies, and where , therefore, lies also the greatest danger 

of inflat ionary pressure . 

Today, four-fifths of all the income of the nation is going 

to people earnlng less than fi ve thousand dollars a year . And 

except for the people earning no more than a bare subsistence 

wage, this group presents .the greatest potential danger from the 

inflationary standpoint. The weight of the inflationary money 
..f.,..... ,t.q 

in the ~ of this group can cause undue price rises, and can 

co~pletely upset our entire economic system, unless absorbed in 

sufficient quantity. 

Having this in mind, as well as the need for additional funds 

to finance this most exiJensi ve war, the Treasury set a goal earlier 

this year of 12 billion dollars as the amount of additional revenue 

"hich should be rai sed by new taxation. 

Since this goal was set· as a s&tisfectare' r; guze fi'bih a fiHal 

;t•ndpaint , r,;e ~n ike TFal~~ave gone outside the Treasury 

• 
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offices, outside of Washington. We knew that t welve billion 

dollars , when translate~ into individual cases , was a great deal 

of money; and as we pr ogre ssed in our investigations, we became 
"- '~ <l -..Ji.-

more and more GoegRillaftil\ of the probl ems we would have in levying 

so large an additional tax on anything like an equitable basis . 

While it is perfectly obvious that the economic condition of 

the country indicates a great deal of room for additional taxation, 
.• • 

income is not distributed in such a •;ay that it can equitably be 

drawn off in huge quantities straight across any given inco=e level . 

1'/e found this out very definitely when we made actual observa­

tions in the field . When "e talked to actual people -- people who 

pay rent , feed their families and meet the extra bills which war-
- w£ "!":' 

time li ving saddles upon the~ 1W found that some had ~reasftae ~e 
~ tUWI-tkvl-~ 

~1:=.~?'#. ..:.£?i~~.:~:: :: ~ .. , 
d-Q,•e1opei u exwained foi 1 alslng taxes, we diti Fte i fi nci e: eing1

• 

ene thai YJ&Yli eepaJate out Yhth equity aad jtut :ca those zbA 

c.auld pey a groat dee, o f na ut taxes ftom tliUSe• who could !JEJ' , .. ~ 

From our surveys, and from checking closely the response of 

working people and farmers and ot her groups in the Bond Drives, 

we fur ther found that this inequality in ability to pay taxes is 

being compensat ed for in a large measure by the voluntary purchase 
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of Bonds among people who heve more than their usual amount of 

money to spend. We found, fore xample , that among war workers in 

industries where income hes been substanti ally increased, the 

purchase of Bonds is high. In most factories where production is 

especially high, and where wages and~ertime are accordingly high, 

the sale of Bonds is . similarly high. ~~~'llobd~~· 
'JW'<I~·-.:tz.l ~ ~~~. /' 

f z t . a 87 . 6~ of all the workers are regularly buying Bonds 
~· on payroll deduction plans, and those who are enrolled are regula.r l y 

in•esting 10.3 percent of their wages . During t he Third ;,ar Loan 

Drive the workers in representative automobile plants in Detroit 

inves ted upv.ards of an e. verage oj one hundred dollars per man in 

extra War Bonds. They di d this of t heir own free will, without 

compulsion by the 

This pattern 

Goverrunent. . ~~ 

holds true throughout t~eHee industries. ,. 
Seventy-five percent of el l the shipbuilders are on the payroll 

deduction plan, and are investing 11 . 3% of their wages. Rnployees 

in the construction i ndustry who are on the pl8ll are deducting 

10. 1, ~ of their p'ay; and - to take a different kind of an industry -

oS; of the em~loyees of the telephone and telegraph industry are 

subscribin~~;} t aeir pay. 

The great major i ty of American people are ready and anxi ous 

to do their part to cooperate in every way that will help win the 

'"ar in the shortest possible t~me . 11ie u ia a f'tuuianwdd anBiflna 
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~t. t herwhi ell i& 119 t ala-aye E• H1 .,, u~rie Q.. I have seen ;t:t;;S;, 

*at y;ork in our War Loan drives . 

I am sure that we can count on them as individuals to see 

us successfully through our fight against inflation if we will 

only te ll them what to do -- clearly and decisively. Tell them 

how they can help . We cannot legislate cooperation, and beyond 

a certain point I think we must tread lightly. 

The amount of money we can t-ake by 

l~~lat~~n ,cat~t rs~i~! ~s.o;~ e:ug~ of :t. da~gerous dollars, 

beo&uG t ovorf dollar tha t c aR ~e apaRt, 88 aabtot by nhomt n~ 

matter uponJYhai.,-c&n be spout to abso1 b some par~ of a li mi ted 

supply-&£ gocdt &Bi aa•u ieeea 

For this z eaD~e must ask 
fr' ;tLi J/..., ,....,,_, 

the people, ~ Relprprotect 

themselves from the injustice of inflationary price rises, to do 

al: they possibly can. And while I think we should not burden 
. ,._,J./..f._J 

the a telage American taxpayerS at this t ime wi th ~'*l2 billion 
~ - '!-./---./ 

dollar s, I do believe that they can pay, and will, ~total of 
a.:l.U.....J 

10. 5 billion1 .doJ,.;?w,--. of w.ltleh 0 . 5 bllllOh 15 1HdiVldU41 tneome tax .. 
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) 

hi.~· . r calls for 6. 5 billions in income ~ .. ~. • • 

1'/e realize that these 
I 

adoltional taxes , even i n the ~ 
taxes. 

amount t of 6. 5 billions, will · ~pose a heavy burden on some tax-

payers . 

You r.Jly therefore wish t o consider some CLevice for lessening 
• ' ~ 

the ultimate impact of ·"' e on {he lower income groups . 

I One such device which i s 1 et a definite pat t 61 our 

reco=d~~~z~:nsidered, and which I pass 

along to you e f:: (t6fii; i ,; • j•, ro~islon for a post- war refund 

or a part of the tax. 

Such a~ef tl~.~hould benefit pr indw:lly t.he ;o, r income 
If . ·~-~~1: ~.t;i/4.: ~ 

groups an~~~ot eKedGd 3. 5 b1llions of the 6. 5 billion tax. 

If such a device should be used, it is suggested that the taxpayer 

be permitted to purchase wi t h his r ufund credit, a fully paid- up 

life insurance policy. Tbet·e si,Jul d ~l~o \,e a special provision 

~~:'1 t he i~~~r.W~dia t e use for tax payment of any post-war credit j;;' 
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all~vt&to u\reJBS llatcisilip cases,~t;/;-~'. ~ ~;.A~? 

· cr · 6 ~ ~-.......... "?'-71'.~ . 
' A! a result of our investigations among average A::leri cans , '"" 

there i8 an important general recommendation t hat I want to make. 

It is vitally impor tant that every possible step be taken befe.., 

to reduce the complications in our tax laws 

wl:ich make it necessary for t he taxpayer- to fill out complex 

and difficult tax forms. 

deal of ti• 9 ttempting to 

·king on the 

t 

of this pr sent law is like l y to b 

t will cause a great dea l of resentment among t he 

Uany of the cOm,?lications which ;&!' confuse and irr ita 

the taxpayer arise out of the fact t hat under the present law 

U.ere are two income taxes. \'le have the regular income tax, 

~e also have the Victory Tax, which was passed last year, and 

became applicable to this year's income . 

. ..r vould l j ke to point out how the Vintosr Wan qltoll tes 

the si t1!£ tj e p Cap the texpnya r 

The Victory Tax introduces a new and different income 

co~putation which does not ta~e account of deductions for interest 

,A\ 
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--~ ptld, taxes paid, contributions to charity, or other expenses. 

" It has a different scheme of exemptions, with an exemption of 

$624 fo r each individual taxpayer. This exemption is re~uced 

i n the case of a married couple where one spouse has less than 

$624 of income . No exemption is allowed for dependents. The 

Victo1·y Tax has a complicated post-war credit amounting to 25. 

per cent of the tax for single persons, with a limit of $500, 

40 per cent of the tax for married couples with a limit of $1,~· 

and an acdilional 2 per cent for each dependent with a limit of 

$100. 

A further complication is the provision for taking this 

credit currently to the extent of debt repayment, life insurance 

premiums or War Bond purchases -- and this provision not only 

increases complexity , bu t for all practical purposes wipes out 

the post-war character of the credit. 

Because of these variations from the i ncome tax, the 

Victory Tax confuses the taxpayers and makes impossible any real 

simplification of tax forms . It has wiped out simplifications 
~ 

previously possible 
J., G,. vtt.-

table which we were 

in income tax forms . For example, tbe"tax 

able to provide for taxpayers in the 1941 and 

19~2 retu1•ns bas become impossible this year because of the 

Vic to ry Tax. 

I , therefore , recommend the repeal of the Victory Tax 

as the fi r st and most important single step toward tax simplifi­

ce.tiJn. 

• L 

Regraded Unclassified



- 13 - 366 

~~re are additional gains to be made by repealing 

tl:is tax now. Such a step would improve the equity of the income 

tax system in important respects , oJtb?!! l!b tb (PI 11 re s f 

war oypeod' tunas m h s)dssh able some t sOaubtun of the l::ouza . 

.tu 1111 p HOLt, 1E n msr ieeh ng, &lid OJ: I bnuu~~ Fh: 
~ ct-~ ~-~~'II...... . . 

Victory tax ••• \sr far. It loaded an additional tax on all 

those earning an income above $624 regardless of the size of 

.... -

Repee.l wouli not , 

They would continue to 

of course , leave these ci tizens untaxed. 
... ~c.l: ~.....;~ a l44<J 

pay hea~ taxes, and mos t of thlm will 
. "' 

have their soci al security taxes doubled next year • 
• 

In the interest / of simplification, there is another 

reco~~endation I want to make again, as· I did last year . I urge 

tl:e repeal of the earned incor.~e credit. 
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The elimination of the earned income credit would make 

possible the achievement of a further important simplification 

through the consolidation of the normal tax and the surtax into 

one tax schedule . 

Under present law, all net income up to $3, 000 is assumed 

to be earned income , whether or not i t is actually earned. This 

failure to distinguish between different sources of incooe 

~ •1• ilil ai:Hts:: tau; f?VF belor~ $3,000 depr t ives the earned 

inco~e credit of its chief significance. Yet it complicates 

both the returns and the computation of the income tax. By 

eliminating this misnamed earned income credit, we can gain 

sim;?lifi cation without discriminating against the sal aried 

people and wage-earners wi t h modest incomes. 

A desirable change which would further simplify filing 

and collectio,rocedure would be the withholding of taxes from 

and salaries at graduated rates. Graduated withholding could 

keep millions more of our taxpayers on a str ictly current, paid­

up basis , by covering the full liability In all brackets instead 

of just the first bracket, as at present. This would materially 

reduce the number of persons required to file troublesome declara­

tions of estimated tax. Recent discussions wlth employers 

indicate that they bel ieve withholding at graduated rates to be 

desirable and entirely feasible . 
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Let me tell you now about our specific ~~~for 
.;.;. •' 

the tax program~··· I I i& E ls b , , sse b· P' ' F' d h•'o;g tb · 

IJ!nd or tbi · aa sr; tbcr · hr sal ;sa ' t ; e·zfbl ~ ....--- ,.... II' rS Sr-.. ..., "'u~ pduffC 

~empl i·a u an ep·g t4iri~»£4'D gr ratra , atiuu taxes. 
f.l' ~ .. ., ~ l't.~4~.y ............. ............... '-

I am Pv4P±J i-fi'\i program to increase federal collections ,...... 
by approximately 10. 5 billion dollars for a full year of opera-

t . -"A'eP enM H·~--- entic i l"_ s t e d ton,... a ... n - ... - --- car the neen Cat"r• . 

I recommend that those taxes be raised through an increase 

in Estate and Gift Taxes, Corporation Taxes, Selected Excise 

Taxes, and Individual Income Taxes. 
~ . . - , ; a lfia: • T 

" ' ; a • .91 ' -, :ya 

Estate and Gift Taxes 

Estate taxes have been a part of our fedeJ'al tax structure 

since 1916, but the total contribution has been unduly small. 

In this period ahead when great additional revenue is necessary, 

estate taxpayers should contribute as heavily as possible to 

the cost of the war along with other groups of taxpayers. I am 

suggest ing that the exemption for Estate Taxes be reduced from 

$60,000 to $40, 000; that Estate and gift tax ra tes be increased 

throughout the scale . By so doing, we can raise an additional 

400 million dollars on a full year ' s basis. 

Corporation Taxes 

It is reco~nded that corporation taxes be increased. 

368 
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Despite heavy increases in taxes, net corporation income after 

taxes has risen greatly since 1939. After paying dividends, 

corpora~ions will have added to their capital out of earningil' 

an estimated 11 billion dollars during the three years of 1941, 

1942 and 1943. We therefore reoommend that corporation taxes in 

general be raised, but that small corporations should be given 

special favorabl~ treatment. · Our schedule for increasing cor­

poration taxes has been worked out along this line and will raise 

an additional 1.1 billion dollars . 

Excise Taxes 

It is the belief of the Treasury Department that an increa~e 

in excise tax rate;v has much to commend it as a means of r aising 

additional money during a war period. Little or no increase in 

administrative machinery is required. Items can be selected which 

need to be conserved for war purposes and additional taxes can b 

placed upon such items of expenditure~ as liquor and tobacco. 

The tax rates that we are suggesting have been fitted to the war­

time conditions of supply and demand for each item separately. 

Under the schedule which we will present to you in detail , we 

can raise an additional 2. 5 billion ~lars through increases in 

present excise tax rates, and through new excises . 
. " 
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The tax increases just suggested -- the added Estate and 

Gift taxes of 400 million dollars , the new corporation taxes of 

1.1 billion dollars , and the increased excises of 2. 5 bill)ons, 

add up to a total of 4 billion dollars. 

X 

bo rowing to 

se ured; 

nt . "'·~"'-~ 
Collnlj;r:ent 1~[ I am'~g increases in indivi dual 

income taxes to yield 6 . 5 billion dollars. '<d+-i11-"f!t1-ie<~.a.t,-

In planning a schedule to raise t hi s 6. 5 billions in 

~ .. -
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acolishing the Victory Tax, and 

to $300 and $1,1 , 

I'_!.!!£,..U- t'l!(c:Oo:aime8itt;a x exemption 

taxpayers most of 

those Tax who are liable on apprec1 amounts 

The total amount of Victory Tax paid by the 9 million 

~eople who will thus be reliev~a~l~~~~nte 
~300 million dollars , all of wh~ch has been redistributed and 

absorbed in our proposed schedule . 

I should like to take a moment now to tell you exactly 
~ 

how thl1-' income tax schedule will work in ac tual practice . 
1'\ 

Take, for example, a married person wi th two dependents ; 

under the present law, t he income tax exemption r.'Ould amount to 

$1, llOO, and the Victory Tax exemption would usually amount to $624 ; 

under the proposal , there ~'Ould be one exemption amount ing to 

Such a person having a net income of a thousand dollars 

will pay a gross tax under the present law of $25, of wr~ch $11 is 

his refundable Victory Tax credit. Under the new orooosal, he will 

not be required to pay any tax at all. 

It such a person is earning $3 ,000 a year, he is now paying 
~ 

a gross tax of $327, of which $60 i s his naCnn1 e hl?'fa~~ 

Under the new propol!~ he would pay $384, or $57 mo reJj ISS 
?~~ . 

A marr ied per'son with two dependents ea1•ning $8,000 a year 

is now paying ~F'ite":;f $1, 735> o~ which $182 is his Victory 

Tax <Pi:d credit. Under the present proposal he would pay 
1!A- .~ "'· . •.. r~ l~ • 

S2, 523, or $788 mor~ 11 ' ~ f 

• 
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At $25,000 per year, a married .person with two dependents 1 
-f..;. 11~ T4At ~ 

is now paying $10, 171 of which $597 is PefwAa'hle . Under the 
n._ .t:.., I .. 

ne•:t proposal he would pay $13, 750, or $3, 579 more"l"'t " < s ~../ a.......;; ~....... "-· _,_,._ 
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a\larger part of our huge war costs through taxation; and by so 

d; ing ~~v!,;a e~t~"8 s and our children of a 
~4-Zc..<. ~y~ wzt burden '!)llc)t could rnat.eria1ly r~tarcf ~omiRg p8Pi4ii . 
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t!Mlieeeh~to simplify 

~~~ whatever other strps are 

of our tax laws wtich have 
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groWl}. complex . 

In asking 

helping fl nance 

inflatl on. 

be lie ve 

increase in xci see , we are not only 

helping to fight 

additional taxes of corporat io sincerely 
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the several relief pr ovision which are available to t hem. 

Through an income tax ncrease yielding a gros of 

I beli ve the is consistent 

hardship cases. 

By relieving 

necess ity to 

Congress disagrees, 

from the 

es , in addition taxes 

I believe we are repai r ing a 

ent li ttle and has lctually over-

enad-&Omo o e pup o i ti liftS ., .. 

~~ ~z:;G..... ~ '-- ,.-
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/ M!•. Paul and t he Treasury staff are here -. arw::or 

~~i:u Mti to present to you comple-te schedules and 

~.,.,~~~ c. .. ..,__ .. '-•'' 
tr.---..' 
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~ERS OF THE WAYS AND UFANS COL!MI'M'EE: 

I want t o present to you today the Administration ' s 

suggested program for raising additional taxes t o help 

pay tor the war . But more than that , I want to explain 

why we are presenting this program. You are entitled 

to know not only the decisions we have made , but our 

reasons for maki ng those decisions . 

Because of the huge cost of the war, it 1s 

neceasary for us t o ask for a great deal of money . 

We need it , and the time to get it i s now, when the 

~ational income is the highest it has ever been . 

The budget for t he fiscal year 1944 calls for 

106 billions in expenditures . And while it may be 

possible, and I hope it is, to curtail some governmental 

exp~nd 1 tures, even tbat will not lessen our need !or 

getting at thls time all that the Ameri can people can 

possi bly gi ve us in additional taxes . 
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The additional taxes tor which we are going to 

ask will make 1t necessary tor people to take in 

their belts -- but the cold hard facts o! !!seal 

necessity demand 1t . We know by now that our willingness 

to spend the necessary tunds, no matter how large, has 

had and will continue to have a definite e!!ect on 

the lives or our men 1n battle . The superior fighti ng 

equipment which we have proouced and bought has been 

expensive , but 1t will shorten the war and will save 

the lives ot thousands ot American !1ght1ng men. 

The money that is expended to help our allies 

keep the enemy engaged on dozens or tronts all over 

the world also saves untold lives and helps shorten 

the war. 
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These things -- equipment, meOical supplies, 

l enO-lease , and all the rest -- have helped to builO 

the war cost to its present huge proportions, but I 

am sure you will agree, anO I am sure t he American 

people agree , that it is worth while . 

We must raise a great Oeal or aOOitional money 

tor financing the war and combating inflation, and 

yet 1n doing it we cannot overlook the ract that 

there is a point beyond which some people or 

moderate means cannot pay higher taxes d any sort 

and still keep a family going . There i s a point 

beyond which they cannot meet the tax bills and still 

maintain a standard or living which will permit them 

to continue to help in the effective prosecution o! 

the war . 

376 

Regraded Unclassified



- 4 -

I am telling you this to emphasize the tact 

that the Treasury Department has not arbitrarily set 

down a !1gure as the amount to be raised, without 

re ard to the problems Wh ich exist , and which must 

be met . We have, over the past several months, asked 

the help or every executive department or Government 

having any relationship to taxes, including the Army 

and the Navy. And I think we have examined every 

conceivable plan to raise additional taxes. 

We have measured these plans against : 

First, the aoility or the plan to raise ffiOney, 

and its ertect on the inflation problem. 

second, the degree t o which lt might i nterfere 

with war production; 
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Third, the degree or hardship the plan 

places upon peopl e with fixed incomes and with 

fixed obligations; and upon people 1'11 th 

inadeQuate incomes ; a.nd 

Fourth, its practicability and cost from 

the standpoint or its administration. No plan 

is good lf lt is impractical for the Government 

to handle, or if 1t unduly tries the patience or 

the taxpayer who is already burdened with too 

much and too complicated paper work. 

One ar our chief considerations in developing 

a t ax program has been the drawing ott ot what is 

called "excess spending money. • 
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It has been estimated that i ncome payments to 

individuals will amount t o 152 billi on dollars in 

the fiscal year ot 1944. The amount ot goods and 

services available can absorb only about 89 billion 

ot this 152 bill ion, leaving 6} bi llion . Personal 

taxes will reduce this figure by 21 billion at the 

present rate, leaving a total ot about 42 billion 

dollars . or this 42 bi llion dollars we expect t o 

draw ott a substantial amount ln the sale ot War Bonds 

to individuals. During the past 12 months -- that is 

to say, through the three drives which we have had, and 

the regular Bond sal es Which go on month after month -­

we will have absorbed nearly 17 b1111on dollars or 

this . •excess spendi ng money" from individuals . 
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There are or course other !orms or non- in!lationary 

savings, such as li!e insurance, which also must be 

subtracted !rom the 42 billion potentially dangerous 

dollars . 

But even taking into consideration these savings 

along with War Bonds, a substantial amount or excess 

income will still be le!t . There will be available 

spending money !ar in excess or the limited supply 

or goods available, and with this excess the danger 

or in!latlon mounts. 

As you know, the seeds or 1n!lation have been 

with us since the start or the war in Europe, and 

the Government has taken numerous measures to cope 

With the situation. 
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partiallY because the threat or inflation seemed 

to many to be tar away, and partially because or a 

lack of general understandi ng or the economic factors 

involved in in!latlon, not enough has been done . 

In the Treasury we have taken several steps 

within our provi nce to help combat inflation. We 

have consistently recommended higher taxes, and have 

succeeded 1n getting the people ot the Nation to invest 

many b1111ons in War Bonds and 'l'ax Notes . 

On March 19, 1941, we set up the Defense Savings 

Starr 1n the Treasury Cor t he purpose oC promoting 

the sale or Defense savings Bonds to the general public . 
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on May 1, we introduced t he series E, F and o 

savings Bonds ln an effort to absorb individual 

savings and to forestall the potentially inflationary 

e!tects or the expenditure or these funds tor 

consumers • goods . Altogether, the American people 

have invested 21 Billions net in these Bonds . 

On April 24, 1941, I appeared before the 

commi ttee on Ways and Means to discuss the need or 

raising 3.5 billions additional revenue, one or the 

objecti ves ot which was "to prevent a general rise 

in prices by keepi ng the total volume ot monetary 

purchasing power !rom outrunning production. • 
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on August 1, 1941, we placed on sale Tax 

Ant1c1pat1on Notes, designed to enable the taxpayer 

to save systematically ror his tax bi ll , and at t he 

same time to absorb purchasing power which might have 

been spent ror consumers • goods . 

383 

On December 27, 1941, we i mpl emented the Payroll 

Savings Plan ror the regular and systemat ic sale o! · United 

States Savings Bonds to wage earners . At the present 

ti~e 27 mi llion persons are deducting a total or 420 

million dollars a month . 

On March ,, 1942, I appeared before this comm1ttee 

and asked ror an increase in revenue or 7.6 billion 

dollars . 
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1 stat ed that the chier objective or the new 

revenue act was t o help check inrlation, and pointed 

out that •not hing in the economic rield can interfere 

wlth t he war effort as much as an uncontrolled rise 

~ 

tn prlces and an inflationary price rise is a source ~ 

or great social injustice. • 

In the three years 1940 , 1941, 1942, I recommended 

to Congress tax increases totalling approximately 18 

b1ll1on dollars, and I am glad to say that Congress 

enacted most or these increases . 

These tax incr~ses and the money that we have 

realized through the sale or Bonds have been substantially 

helpful , in connection With other Governmental actions 

and restri ctions, in controlling inflation to t he extent 

to which it has thus rar been controlled. 
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From a statistical standpoint, we know where the 

bulk o! t he new money l ies, and where, there!ore, 

lieS alsO the greatest danger O! 1nrlationary pressure , 

Today, !our-!i!ths or all the income or the nation 

1s going to people earning less than !ive thousand 

dollars a year . And except !or the people earni06 

no more than a bar e subsistence wage , this group presents 

the gre· test pctential danger ! rom the inflationary 

standpoint. The weight o! the inflationary money 

1n the hands or this group can cause undue price rises, 

and can completely upset our entire economic system, 

unless absorbed 1n su!!lclent quantity. 
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Having this in mind, as well as the need ror 

additional runds to finance this moat expensive war, 

the Treasury set a goal earlier this year or 12 billion 

dollars as the amount or additional revenue which 

should be raised by new taxation. 

Since this goal was set , we have gone outside 

the Treasury orrices, outside or washington. we knew 

that twelve billion dollars, when translated into 

individual cases, was a great deal or money; 

and as we progressed in our investigations, we became 

more and more aware or the problems we would have ln 

levying so large an additional tax on anything like an 

equitable bast a . 
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While it is perfectly obvious that t he economic 

condition or the country indicates a great deal or room 

tor additional taxation, income is not distributed 

1n such a way that i t can equitably be drawn orr in 

huge quantities straight across any given income level . 

We round this out very de!1n1tely when we made 

actual observations in the !1eld. When we talked to 

actual people -- people who pay rent, teed their 

families and meet the extra bills which wartime l iving' 

saddles upon t hem-- we round that some had ability 

to pay much heavier taxes, but that others earning the 

same amount or money could not bear as heavy a burden . 
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rrom our surveys, and !rom checki ng closely 

the response o! working people and farmers and other 

groups in the Bond Drives, we further round that this 

inequality in abi lity to pay taxes is being compensated 

tor 1n a large measure by the voluntary purchase or 

Bonds among people who have more than their usual 

~.ount ot money to spend . We round, !or example, 

that among war workers in industries where income has 

been substantially i ncreased, the purchase of Bonds is 

nigh . In most factories where production 1s especially 

high , and where wages and overtime are accordingly high, 

the sale or Bonds is similarly high. 
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For example, in the former automobile plants now 

converted t o war product ion, 87 .6% or ~11 the workers 

are regularly buyi ng Bonds on payroll deduction plans, 

those who are enrolled are regularly investing 10. }% 

ot their wages . During the Third war Loan Drive the 

workers in represent ative automobile plant s in Detroit 

invested upwards or an average of one hundred doll~s 

per man In extra war Bonds. They did this or their 

own tree will, without compuls ion by the Government . 

Thl s pattern holds true throughout the war product! 

industries . 75% of a11 the shlpbu1lders are on the 

payroll deducti on plan, and are Investing 11 .}% or 

their wages . 
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gmployees in the constr ucti on industry who are on 

the plan are deduct ing 10 .4% of their pay; and -- to 

take a different kind of an i ndustry -- 85% of the 

employees of the telephone and telegraph industry are 

subscribing 9.}% ot their pay. 

The great majority of American people are ready 

and anxious to do t heir part to cooperat e 1n every 

way that wi ll help win the war in t he shortest possible 

t ime. I have seen t his spirit at work in our war Loan 

Drives . 
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I am sure that we can count on them as lndlvlduals 

to see us successfully through our f l ght agalnst 

tnrlatlon 1! we wlll only tell them what to do -­

clearly and declslvely . Tell them how they can help. 

we cannot legislate cooperation, and beyond a certain 

polnt I thlnk we must t read lightly. 

The amount of money we can take by tax legislat ion 

cannot possibly absorb enough of our dangerous dollars, 

but we must ask the people , so that they may protect 

themselves trom tne injustice of intlatlonary prlce 

rises, to do all they possibly can. And while I think 

we should not burden the American taxpayers at this 

t ime 'Nl th additi onal taxes l n so great an amount as 

12 billion dollars, I do believe t hat they can pay, and 

Will, an additional total or 10.5 billions . 
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At rirst glance, it may seem that a billion and 

a hal! less than our original rigure is not a substantial 

reduction, but all or the reduction is in the i ndivi dual 

income tax, and it amounts to a great deal in terms 

o! a reduced burden on any given individual or tamlly. 

The proposed new schedule calls ror 6.5 b1111ons 

1n additi onal individual income taxes . 

We realize that these additional taxes, even in 

the reduced amount or 6.5 billions, will impose a heavy 

burden on some taxpayers. 

You may thererore wish to consider some device ror 

lessening the ultimate impact or the increased tax 

on the lower i ncome groups. 
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One such device which we have considered, and 

which I pass along to you tor your consideration, is 

provision tor a post-war refund or a part or the tax. 

such a refund should benefit principally the 

lower income groups and might be in the range or between 

2 and }.5 billions or the o .5 oillion tax . If such a 

device should be used, it is suggested that the taxpayer 

be permitted to purchase with his refund credit, a 

tully paid-up lite insurance policy. There should also 

be a special provision permitting the immediat e use tor 

tax payment or any post-war credit in cases Where the 

taxpayers• income has not i ncreased substantially. 
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As a result or our investigations among average 

Americans, there i6 an important general recommendation 

that I want to make. It i6 vitally important that every 

possible step be taken to reduce the complications in 

our taX laws ~nich make it necessary tor the taxpayer 

to fill out complex and di!!icult tax rorms. 

Many or the complications which contuse and 

irritate the taxpayer arise out or the tact that under 

the present law ther e are two income taxes . We have 

the regular income tax . we also have the Victory Tax, 

Which was passed last year, and became applicable to 

this year•s income . 
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The Victory Tax introduces a new and different 

tncome computation which does not take account ot 

deductions tor interest paid, taxes paid, contributions 

to charity, or other non- busi ness expenses . It has a 

d1C!erent scheme ot exemptions, With an exemption ot 

$624 tor each individual taxpayer . Thi s exempt ion 

1s reduced in the case or a married couple where one 
:'!' 

spouse has less t han $624 of income . No exempti on is 

allowed tor dependents . The Victory Tax has a complicated 

post-war credit amounting to 25 per cent of the tax tor 

single persons, with a limi t of $500, 40 per cent or 

tho tax tor rrarriea couples with a 11mlt or $1 ,000, 

and an additional 2 per cent !or each dependent with a 

ltmt t or $100 , 
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A further complication is the provision tor t aking 

this credit currently to the extent ot debt repayment, 

l ife insurance premi ums or War Bond purchases -- and 

this provision not only increases complexity, but tor 

all practical purposes wipes out the post-war character 

ot the credit . 

Because or these variat ions !rom the income tax, 

the Victory Tax confuses the taxpayers and makes 

impossible any real simplification or tax torms . It 

has wiped out simplificat ions pr eviously possible in 

incoo.e tax forms . For example, toe complete tax 

computation table which we were able to provide tor 

taxpayers in the 1941 and 1942 r eturns has become 

impossible this year because ot the Victory Tax . 
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1, therefore, recommend the repeal or the Victory 

Tax as the first and most important single step toward 

tax si mplification . 

There are additional gains to be made by repealing 

thl s tax now . such a step would improve the equity 
• • • 

' 
ot the income tax system in important respects. The 

Victory Tax tailed to take due account of family status . 

It loaded an additional tax on all those earning an 

income above $621!. regardless or the size or their 

!am111es. 

While lt does not seem desirable simply to 

exempt wholly !rom taxation all thOse now liable tor 

Victory Tax, but not within present income tax brackets, 

equity will be promoted by repealing the Victory Tax 

and lowering present income tax exemptions . 
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BY lowering them to $1,100 for married persons, and 

$}00 for dependents, we would retain , with about the 

same tax burden , those taxpayers now liable only for 

Victory Tax, who are oest able to bear the burden or 
-

• • 

some income tax. At the same time we would relieve 

9 million hard-pressed families from taxes on their 

incomes . 

Repeal would not, of course, leave these ci tizens 

untaxed . They would continue to pay heavy indirect taxes, 

and most of them under existing law will have their 

social security taxes doubled next year . 
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In the interest of simplification, there is 

another recommendation I want to make again, as I did 

399 

last year . I ur ge the repeal or the earned income credit . 

The elimination or the earned income credi t would 

make possible the achievement or a further important 

simplirication through t he consolidation or the normal 

tax and the surtax into one tax schedule . 

Under present law, all net income up to $~,000 

1s assumed to be earned income, whether or not i t is 

actually earned . This !allure to di stinguish between 

dtrrerent sources of i ncome below $}, 000 aeprlves the 

earned income credit or its chief significance. 
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• 
Yet 1t complicates both the returns and the computation 

or the income ta~ . By eliminating this misnamed earned 

income credi t , we can gain simplification without 

discriminating against the salaried people and 

wage- earners with modest incomes . 

A desirable change whi ch would further simpl ify 

!!ling and collection procedure would be the withholding 

ot taxes trom wages and salaries at graduated rates . 

Graduated withholding could keep mi llions more of 

our taxpayers on a strictly current , paid-up basis, 

by covering the full 11ab1li ty 1n all brackets instead 

of Just the first br acket , as at present . 
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Thi s would materially reduce the number or persona 

reQuired to tile troublesome declarations or estimated 

tax . Recent discussi ons with employers indicate that 

they believe wi thholding at graduated rates to be 

desirable and entirely feasible . 

Let me tell you now about our specific suggestions 

for the tax program. 
~ 

I am suggesting a progr am to increase federal 

revenue collections by approximat ely 10.5 billion 

dollars tor a tull year or operation . 

I recommend that those taxes be raised through 

an increase in Estate and Gift Taxes , corporation 

Taxes , Selected Excise Taxes, and Individual Income 

Taxes . 
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Estate and Ol!t Taxes 

Estate taxes have been a part o! our federal tax 

structure since 1916, but the total contribution has 

been unduly small . In this period ahead when great 

additional revenue ls necessary, estate taxpayers 

should contribute as heavily as possible to the cost 

of the war along with other groups of taxpayers . I 

am suggesting that the exemption tor Estate Taxes be 

reduced !rom $60 ,000 to $40 ,000; that Estate and gift 

tax rates be increased throughout the scale . BY so 

dolng, we can raise an additional 400 million dollars 

on a full year ' s basis . 
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corporation Taxes 

It is recommended that corporation taxes be 

increased. Despite heavy increases in taxes, net 

corporation income after taxes has risen greatly 

• . . 
since 19}9. After paying dividends, corporations will have 

added to their capital out or earnings an estimated 

11 billion dollars during the three years or 1941, 

1942 and 194}. Vie therefore recommend that corporation 

taxds in general be raised, but that small corporations 

should be given special favorable treatment . OUr 

schedule ror increasing corporation taxes has been 

worked out along this line and will raise an additional 

1.1 billion dollars. 

Regraded Unclassified



) 

- }1 -

Excise Taxes 

It i s the belief of the Treasury Department 

that an increase i n excise t ax rates has much to 

commend it as a means of r aising addit i onal money 

during a war period . Little or no i ncrease in 

admlnlstrative machinery is required. Items can be 

selected which need to be conserved for war purposes 

ana additional t axes can be placed upon such items 

or expenditure as li quor and tobacco. The tax rates 

that we are suggest i ng have been fitted to the wartime 

c2nditions of supply and demand tor each item 

separately . 
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under the schedule which we will present to you in 

detail , we can raise an addi tional 2.5 billion dollars 

through increases in present excise tax rates, and 

through two new excises . 

The tax increases just suggested -- the added 

8state and Gift taxes or 400 million dollars, the new 

corporation taxes or 1.1 billion dollars, and the 

increased excises ot 2.5 billions, add up to a total 

ot 4 billion dollars . 

I am suggesti ng increases in individual income 

taxes to yield 6.5 billion dollars . 

405 

• 

• •• 

Regraded Unclassified



- }} -

In planni ng a schedule to raise this b.5 bill ions 

in additional income taxes, we have merged tile 

Vict ory Tax into the income tax . As I have indicated, 

the exemptions suggested are $500 tor single persons, 

$1100 tor married persons and $}00 tor each dependent . 

The total amount ot Victory Tax paid by the 

9 million people who will thus be relieved or paying 

any Federal income tax is }00 milli on dollars, all 

of which has been redistri buted and absorbed ln our 

proposed schedule . 

I should l i ke to take a moment now t o tel l you 

exactly how this proposed income tax schedule will 

work in actual pract ice . 
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Take , tor example, a married person with t wo 

dependents; under the pr esent law, the income tax 

exemption would amou.nt to $1,900, and the Vi ctory 

Tax exemption would usually amount to $624; u.nder 

the proposal, there would be one exemption amounting 

to $1700. 
'% 

such a person havi ng a net income or a thousand 

dollars a year will pay a gross tax under the present 

law or $25 , or which $11 1s his rerunaable Vi ctory Tax 

credit . Under the new proposal , he will not be required 

to pay any tax at all . 

It such a per son 1s earning $} ,000 a year, he i s 

now paying a gross tax or $}27 , or which $60 is his 

Victory Tax credi t . 
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under the ne w proposal, he would pay $~84, or $57 

more than his present gross tax . 

A married person with two dependents ear ning 

$8,000 a year is now paying a total ot $1 , 7~5, ot 

which $182 is his Victory Tax credit . Under the 

40~ 

present proposal he would pay $2, 52~ , or $788 more than his 

present gross tax . 

At $25, 000 per year, a married person with t wo 

dependents 1s now paying $10, 171 o! which $597 is his 

Victory Tax credit . Under the new proposal he would pay 

Sl~ , 750, or $~,579 more than hls present gross tax . 
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It is my belie! that the suggestions that I have 

Just made constitute a pr ogram as equitable as could 

be suggested to attain the results we desire. 

Enactment or a program or this general character would, 

I believe, serve the Nation in many ways . 

It would enable us to !inance a considerably 

larger part or our huge war costs through taxation; 

and by so doing would relieve us and our children o! 

a burden which could materially retard post-war 

progress . 

It would materially simplify our tax structure . 

It would strengthen us 1n our war on 1ntlat1on 

as well as 1n our war on the AX1s. 
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All or the tax increases I have mentioned are 

suggested as parts or a war program to be ertective 

only until a date rollowing the termi nation or the 

war to be !1xed by Congress . 

wr . Paul and the Treasury stat! are here to 

present to you complete schedules and details, and 

to answer questions concerning them . 
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STATEL!Em' ON SOCIAL SECURITY 

There is one furt her suggestion I should like 

to make to thi s Comm1ttee . It is not a part o! the tax 

proposal but it bears a distinct kinship to it . 

I should l i ke to suggest, as enthusi astically as 

I know how, that you amplify and extend the present 

social Security system. 

I have talked to many people who would be 

concerned with extension ot the Social securitY program 

which would involve increases in payroll taxes . I have 

been met with interest and enthusiasm tor broadening 

the provisions ot the social security Act . I have been 

assured that the people who would have to pay additional 

payroll taxes see the wisdom ot making the necessary 

additional sacrifices. 
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The President has announced plans to re-establish 

our !1ghting men economi cally when they return to build 

new lives on the sound foundations of the Victory they 

'11'111 have won; and now we IID.lSt also keep 1n mind -
n' )//.J.. 

that
111

same sound foundation of Victory, working men, 

and farmers , and all other people on the home front, 

many of whom are not now covered by Social Security, 

mus t also build new and better lives . 

There!ore, 1 suggest that the congress seriously 

consider widening Social security to cover practically 

all persons 1n the Nation, to increase employment 

insurance benefits , and to provide benefits tor 

temporary disability and hospitalization. 
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on the basis or bills already introduced in 

congress, to do t his would increase the Social securi ty 

taxes paid by employees by approximately }.7 billions . 

The necessary additional employers• payroll tax or 

1.6 billion dollars would make an annual increase 

or 5.} billion dollars !or Social securi ty purposes . 

A substantial increase in the Social securi t y 

payrol l taxes would be or immediate service in 

diminishing t he threat O! inflation. 

Ther e is no pretense on the part or low-income 

people that they could comfortably pay these additional 

payroll taxes . 
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It is known by them, and admitted to be a 

sacrifice; but it is felt by leaders and spokesmen 

tor many such people , and by those or the people 

themselves with whom I nave talked, that because we 

would be expanding Social SecuritY'S advantages and 

permitt ing workers to invest in their futures , thi s 

sacrifice will be made willingly. 

It payroll taxes are increased, the income 

taxes should at that t ime be made substantially 

lower tha.n I nave suggested to avoid an excessive 

tax burden on the lower income groups . 
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fred 
Vinson: 

!U!Jr: 

V: 

Hello. 

Henry talkins. 

Yea, Henry. How are yout 

October 4, 1943 
2:30 P·•· 

KMJr: Well, I -- after three hours on the Hill, strangely 
enough, I feel tine. 

V: 

HJI.Jr: 

V: 

KMJr: 

V: 

KMJr: 

V: 

KMJr: 

V: 

liMJr: 

V: 

!!KJr: 

V: 

RI!Jr: 

Well, that's tine. You got out alive, did yout 

I got out alive. They treated me • ery fairly , I 
thought. 

Well, they would do that. 

I only got a tlnal okay• on the draft froiD Mr. 
Roosevelt at ]:00 last ~1ght. 

By the way, I got a telephone oall ..•. 

Yeah. 

•... Juet three minutes ago ••.. 

Yeah. 

.... saying they wanted me to ooiDe up there and 
testify toiDorrov. Did you talk to theM about it? 

Yea. Well, I'll tell you exactly what happened. 
Jerry Cooper ooened the bearing ••.. 

Yep. 

. .. . and be epoke about what ve'd done and whether 
va'd ooneulted with you and wbioh we said ve bad, 
and hov did I reel about -- thie wee all oublicly 
about your coming up and talking on inflation and 
I eaid, 1 That vould be fine.• And we vere all tor 
tba t ••.. 

Yep. 

••.. and that they wanted to come up, and after the 
meeting -- Doughten end Cooper together and they 
IOrt Of-- I don't knov -- doing 8 little eparr1ngl 
and 'would ve aek you' end we aaid, "No.• We didn t 
think that waa proper -- that they should aak you. 
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V: 

HKJr: 

V: 

HMJr: 

V: 

HMJr: 

V: 

- 2 - 416 

I aee. 

Anc! eo the whet-- from whet the diaouuion -- hellot 

Yea. 

•... was that they expect you to diaouaa the inflationary 
angle. 

I aee. 

That ' s what they stressed. And I told Paul that either 
he or somebody who was up there thia morning -- hello? 

Yea. 

HMJr: •... should make themeelt available to you so you could 
tine! out wha t happened th11 sorning. 

Opera tor: Ooerator. 

V: Yea. Well, I-- when Randolph comea . c!ovn .... 

KMJr: Yea . 

V: 

HMJr: 

V: 

i!MJr: 

V: 

!!MJr: 

V: 

HY.Jr: 

V: 

. •. . wil l you have him give me a ring? I'd like to 
talk wl th him .... . 

I'll do that. 

.... because I'd l ike tor him to .•.. 

Yeah. 

Your t e eti1110ny won't be available tor me, though, in 
the morning will itt 

No. But he can give you en outline or it. 

Uh huh. 

I mean-- 1t'a -- there wasn't, strangely enough, 1t 
only took one or two anglea. Anc! one or the principal 
things which -- was that the Republicana -- that, well, 
lt they cut expenses by 10 Million dol - - billion 
c!cl~re , did we need any taxea? And we, or course, 
aaid, we did. And then Doughten at the end took -­
Hellot 

Yea. 
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HY.Jr: 

V: 

HMJr: 

V: 

HliJr: 

V: 

HY.Jr: 

V: 

HMJr: 

V: 

HIIJr: 

V: 

HMJr: 
HMJr: 

V: 

i!J.!Jr: 

- 3 - 417 

.... a peculiar angle. He aaid, "Well, euppoeing 
you had this th ing and you didn't have any inflation. 
Would you still need the taxea? • So, I said, •wen, 
Mr. Doughten, I've been livlng in thia world. I 
can't live in ano ther world. And in this world we 
need t axes . • Well, he preaeed me kind or hard but 
I stuck by it . I didn't know what he would have 
eaid. See? 

Yeah. 

Beoauee then he sort or ended up by eaying, 'Well, he 
didn't think we were having muoh inflation.' Tbere'e 
a good deal or talk there, croee-examining, amongst 
them that they don't think that infla tion is eo bad, '-' 
you eee' 

I eee. 

So there 's plenty tor you to do on that angle. 

Yep. Will you send me over by epecial messenger, a 
copy or your statementf 

Well, it was supposed to have gone an hour ago. 

(Speake aside) J ust a seoond. Well , none was put 
on my deak and my secretary ls right here and .. .. 

Well , I -- when I came down from the Hill at a quarter 
past one, I asked Mr. Paul'a ottioe to send you one. 

I aee. 

But I'll check and it it -- lt -- I can send you 
a nother one. 

All right. And have you got a ny angles that you 
have any suggestion• ont In regard to .... 

No. I -- as I say, I think that the one that the 
Republicans had which we tried our beat , was that : 
One that inflation isn't eo bad; and Two, lt you 
cut 'down expenses, you could-- well, you didn't need 
any taxes at all. 

Well , that's a damn tool thing. 

That 1 e right . 
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V: 

HMJr: 

V: 

HMJr: 

V: 

HMJr: 

V: 

HHJr. 

V: 

HMJr: 

V: 

HMJr: 

V: 

HHJr: 

V: 

- 4 -

Even if you cut down expenaee a f ull $10 billion, 
Why if you got $10 billion more while people have 
got the money •... 

Yeah. 

418 

.... you get it-- a lot ot billione that you wouldn't 
get after the war 1e over -- why, you 're Just that 
much ahead. 

Well , I put it almoet that way. I said, •suopoaing 
we could raise $20 billion worth ot taxes and you 
cut expenses $20 billion, we atill would want the 
$20 billion if th~ public could a tand it. • 

That's right. 

I don't tnink anything happened that I said or Paul 
aaid but what you vould be in agreement with this 
morning. 

Well. 

But I Will send you my statement and I'll leave~ord, 
as aoon ae Paul oomea down that he get 1n touch wi th 
you. 

All right. Thank you, Henry. 

And I got a little change there with the President 
and I meant to let them knov that he okayed it, so 
I said, "Be okayed it as ot 7:00 o'clock last night.• 
And they all tittered, meaning that maybe he'll change 
his mind tomorrow night. But that vaa all right. 

Well, I'll go up and aee 'em. 

But I sent my statement over to the President and 
I only heard at 7:00 o'clock laat night that it vaa 
okay v i th him. 

I aee. 

And eo then we made a t ew minor ohangea, but I wan ted 
to be damn sure that it was what he wanted. 

Well, I'll let you hear about what oomee out when I 
get ott the Hill. 
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HMJr: 

V: 

HMJr: 

V: 

I!MJr: 

V: 

HY.Jr: 

V: 

HMJr: 

V: 

HMJr: 

V: 

HMJr: 

V: 

!lli.Jr: 

V: 

- 5-

Thank you . 

I hope I get ott aa well. 

Well, they were very nice to me an~ particularly 
J enkins of Ohio su.rpriee~ me. He let me ott very 
eaey. 

Well, you know, they've got a lot to tiU nk about. 
When they ... . 

Xeah. 

• . .. think about not paying a goo~ part or tiUa 
bill. ... 

'!ba t's right. 

. .. . while war 1s going on. 

111a t' a right. 

An~ they've got a whol e lot to t hink about in 
playing With inflation. 

Tha t's right. Well, beginning wi th Mr. Doughten, 
who ~oeen't think inflation isba~. an~ then there's 
Devey or Ill1no1e, there's a number of those fellows 
up there that have got to be aold on this 1ntlatlon. 

Well, I -- I'll do my beat. 

Well, that' ll be damn good. 

All right, old fellow. 

Thank you. 

Bye. 
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\1\J 11 GOVT NL COLLECT 

RUI• POUGHKEEPSIE NY OCT 

HON HENRY MORGENTHAU JR 

SECRETARY TREASURY 

(0 

o!OIS OCT 4 
AM 8 ,

1 

3 1943 

PER YOUR REQUEST REPORT THIRD WAR LOAN SALES IN DISTRICT AS I X AS OF 

CLOSE OF OCTOBER FIRST BY COUNTIES DUTCHESS SALES 14, 78,S,900 EXCEED 

REVISED QUOTA OF 9 ,400,000 ORANGE SALES 17,126,600 EXCEED REVISED 

1 
E 
l 
E 

~ 

• 
~ , 
~ 

l 

QUOTA OF 16,880,000 PUTNAM SALE 1,122,400 EXCEED REVISED QUOTA OF R 
E 

794 ,000 SULLIVAN SALES 1,167 ,1 00 NOT UP TO REVISED QUOTA OF 1,600, 300 • A • • 
ROCKLAND SALES 1, 923,100 NOT Ul' TO REV I SED QUOTA OF 3, 200,000 ULSTER s u 
SALES~~ ... .S,073,100 NOT UP TO REVISED QUOTA OF 9,000,000 TOTAL 

DISTRICT SALES 41,198,200 EXCEED REVISED QUOTA OF 40, 794,300 ALL SALES 

FIGURE, WILL BE CONSIDERABLY HIGHER UPON RECEIPT OF FINAL REPORTS • 

PURCHASES BY LARGER INVESTORS VERY HEAVY BUT PURCHASES BY SIIALLER 

INVESTORS NOT UP TO EXPECTATIONS WILL CONTINUE EFFORTS TO BOOST NUIIBER 

~ INDIVIDUAL PURCHASERS BETWEEN NOW AND SIXTEENTH AND LOOK FOR 

REASO~ABLY SATISFACTORY RESULTS. PUTNAM ONE OF FEW COUNTIES IN STATE 

TO EXCEED QUOTA FOR INDIVIDUAL SALES DUTCHESS F IRST COUNTY IN STATE TO 
. - .. -- . - ... - - - -
REACH ~UIIii dlt OR IGINAL TOTAL QUOTA. PURCHASES BY SAVINGS BANK AND BY 

LOA.~ ASSOCIATIONS TREioiENDOIJSLY INFLUENCED SALES RESULTS BETWEEN ·-­

COUNTIES WITH SAVI NGS BANKS THAT TRADE GOVERNIIENTS SECURITIES BETWEEN 

SPECIAL OFFERINGS FAIR BETTER THAN COUNTIES WHERE SAV INGS BANKS DO 

~OT Tllo\DE OFF BETWEEN ISSUES DUTCHESS COUNTY CHAIRIIAN PAUL IIILLER 

SEND I'IG YOU MORE DETAILS OF COUNTY CAMPA I GH INCLUD ING ACTI VI Tl ES OF 

FIShKILL AND EAST FISHKILL. CO...END YOU AND YOUR STAFF ON SUCCESSFUL 

EXECUTION OF THE THIRD WAR LOAN. HOLDING DISTRICT IIEETING THREE Pll 

OCTOnER 12TH AND EXTEND INVITATION TO YOU TO JOIN WITH US 

DI CK MEYER , 

807 All OCT 4 1943. 
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••• 0 ••••• 0 •••••• : 

................. 
: 

2-1/'lf> Treuul)' bcDcl8 " " " ...... I 

Tax note. •••••••••••••••••....••• : 

Total 

SaYinp boncla1 
Sari .. I • ••••••••••••••• 0 •••••• 

Sariea P ....................... 
Sari .. 0 ...................... : 

Total SaYiJI&a Bond4 I 

2% boncla I 
OovernoeDt tunda ~Tl/~S ........... I 

Total Oov't. tllnda 

OIWID TOI'AL 

THIRD WAR L O AN 
Biii1Jiiiliig septeliber 9, 1943 

(In lllilllona or dollars) 

3,9SS 

4 ,745 

3,189 

2,)36 

1,476 

146 

410 

2,032 
151 -m-

16,887 

4 ,0/J) 

4,925 

),250 

2,367 

1,581 

156 

435 

2,172 
15 

: 

-m-~ 
17,384 

Tbl'O\I&h 
Sept. 
~ 
Sept. 

TilE SECRETARY 

Tbl'O\I&h 
Sept , 

• Tbro\llll 
Sept. 
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!>tar liP, lll•r•r a 

I wrlt• to ~ JOU for roar letter of 
Sept•b•r 10 llpl'lltlq appr11latloa of the 
treanrr•• eoopeNtloa 1a oou11Uoa w1 til the 
•Jut tu Attailk• thow. 

At tM ·- tiM I nat te I OJIII'IWate 
r o• oa tM lba u4 oa the part flat r.,,t pltlt4 
1a atlq Ue thow 10 IJ'IIt a neolll· 

Allie troa the 41reet effeet of the ezbibl­
Uoa oa., Boal Wilt _wbleh wae e'lllletuUal, 
1t a ... aatrat .. forelb~ the creat al~atace to 
be cal••• bf lltt1, the people kDow • ol'l about 
what h btlq loa• o euppq ua npport our 
arai11 - to 111 til• reeultl of thelr owe proluo­
Uoa, their owe en1DC u4 their owe lar BoDI 
buflq. 

1 feel lVI that kDowlll&• of thll klal O&D 
Mt fall to IOHliHtl ul 1llt1DilfJ OV whole 
aatloaal effort. 

<WPM) ll. lrozaa~Uw. 1r. 

lltrttll'f of the Tr•••VI'f• 
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" 

lqt lllu~ lfg•t 
WASHINGTON, 0, C. 

September JO, 1943 

The Honorable 

The Secretary of the Treasury 

Dear llr. Secretary 1 

Now t'-t tbe Ar!lcy'-Tre&IOU7 Show ia over, permit .., to 
expre11 rq appreciation of yw:r trieo:lly cooperation w1. th 
The Post. 

I know that sane of our coCJI)etitora aado dU'.t'I.CIIlties 
t or you at¥1 your associates, but I assure you that I think 
everything -.as done in the best wny, taking all the eire~ 
atnncoa into consideration. 

The extraordinary atteo:tenca demonatrnted tha intllrest 
ot the everyday citizen in learning llhat boooqa of the 11oney 
they are asked to put up by you. 

A taxi driver this moming COIIing down to 1flll office 
congratulated • on tho slx>w, and '01\en I asked bill what he 
thought waa tba ""'at ilrport.ant value in the allow, he said, 
"lt shows ua when our CIDney goes.• 

Hoping The Post .-:r be able to have turthor oppartuni­
tiea tro= tia to time to join yw:r Depertm.>t ot the Gove:m­
""'"t and other depertaetta in uea.tlll public aarnca, and with 
hish rasard, I r...ain 

s:Jitcr en! .Publlabe~ 
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Octobo:r I., 191. ) 

lloar llr. Pr .. l.det. • 

'Ill• •• "" planni.JII \he ,....,_ tor \he 'lbl.1'4 w Lou, 
Whloll lll&e Ju\ teNI.•t.ed, U. •• acreed \hat. -re1a1 lloooDira 
wo•ld be aal .. ed 1-,- \he Drift ucl \hat. llllol1.l, aft.wr \he Drhe 
ul'!lln&t.ed a 2 ,...._\ bond ao4 a 7 / I pare• t. tert.l.ll•t.e of 1..­
dob~eaa -.ld 1M altered l or ... baertp\1• 111r 1 lf.tal -. 
for U.dr - aaeo•t.. ,_.., tl,loOl,OOO,OOO at )-l/4 ,..._t. 
1Fee8V7 ...... III&'N "- aall..S ter rdsqUMI-~ lS, 
..,4 az,o,,ooo,ooo et -uneat.ee .t to hU..,_ .. ".,... • 
......... 1. 

!lolbJ"\ \o ~ 4Jtanl, J ,....,. .. \o otter t.h• holclara of 
U.o aall..S boftda &II opper\.J.\J \o •••""II• U.• tor \he 2-l/2 
poro•t. .,._RI'J ._. ol 1964-49 ao4 \he 2 pere•t. .,...._, 
bondt at 1"1• " llldell •- aold artJic \he 'lbl.1'4 •u. t.a Dri,.., 
and ill ..wi\l.on t.e otter 11.,500,000,000, or U......-..rt.a, at \lot 
2 parae\ boftda tor _.,. Mlba.,.ip\1• 111r _,.alal beaU lor 
U.olr- aoeo•t. . U \lie - u ... , J propo" t.e oUer 1'reu1&r7 
oort.ltleat.ee of 1ndab\..,eae, \o •t.- Oo\oMr 1, 191.\, tor oaah 
nbMrlp\ion 111r 11 w:fal l!Uir• tor U.tlr •n a-t. t.o U.• 
...,,..t, at S1,5QO,OOO,OOO, or U.w h-t.e, 11114 \o •Ire U.o •­
\l tleat.ea aftl.lalal• - ... ........... baah t.o U.• lloldera or \llo 
aatvln11 o...Utl•t.ee. 

Til• a•t.horllliac act. pi'Oftd41a \hat. bMI4a ta3 be 1aeeM onl7 
•1U. U.e .,.,.....u at \he p,.aJ.dat.. At~, 1 \ rut. \hat 
\llo ,....,..ad ~.e ... otll - ot\11 ,...,. -·••al. 1\ h .. l.J>­
t en\1 .. t.o Mile po&I>Ue n ••-' ol U.a ofterl.Ac oa . ... ....,. , 

Oot.obar ' · 

Gil Q .. Ilea ·t • 1r. 

The P,.t14Mit., 

,. '1111 \a ...... 
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OCT 4 19C3 

DMr .... ,. II. ,, ...... - ,. , .......................... . 
llloitll 11M -- 7 9=t•, &\ W8 ...... U.\ I ' al ~ 
...u 11e =e' ' t ,._ tM llriw _. *' ~an. tM IKw 
t..nUeW a I,_, ... ._._. a f/1 ,__, -'lA•._ e6 s.-
,...,t I ........... ,............. 9" ..... 

twt?leb-1 "' ............ e6~ ... -· 
!) i ...... 2ltlw .... ..U.. fw I 2 S79•- 0..111111 U, 
............. e6 -t'ft ...... ef I 9 $ ?Jt II ---­
•• .. 1. 

MJeft ._ ,_ eo awl, 1 pa ;u• -. .,_-. wz .1. e6 
.a...u... ....... eo e 2•'- 2 ,,.._,.. .. _ • 
...... ,.. , .... e61,.._., ......... . 
....., et 1__, at.e- ..w....,.,.. a&M .. ,_ iltw, 
... Sa ......... .,_ .... .aao.-. .. ... 2 ... ., ,.. ..... -- ...... ,.. .............. _.. ,.,.....,.,_ 
tMlr - II wt. At 7M - U., l .. Jill .. etllw • i 
..U.ft ..... el Ia tlllt t II, ....... Oetl' • 1, 1~, tw ... 
•• .,.., "' h! ~ ,_ ....... - I ., te QM 
wewte6 ................ 2 , .............. _. 

UA..... "*'' • • 9 11 11MU ._ tM M1, e et ?M _...,_, .•... 
... 1 ........ := .. , ............ 1 ..... ~ 

ettll tM OS eselel 7M hs A , All t#~, lnv:-~ 
tile 11 e nil' ttUl ..-•• ,_ s: a • e •

11 
• 

ene·u .. _._.. , .. .,....... ·•• 
Ow?' .. 

taL t)B.Y ?9 - . 
• e?our,... •. 

,.. .... ., 2, 

... at ....... ...... 
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42 
S.Cl'Otu)' ot tile ~ 

, ·I< 'J 

Z9' AI) ss- 'NDI zem 
lSI wx•p l!U 

M r.tjrem Jiia ,. Wl 

ll 
D'P" 'PIP' pppxgp .... "'' ,_ 1941 

•• 304 ,7JI. . 789. n • 2SI.490.4'9·S4 

944.22J,,Ill.t'7 l,ato,ns.~.lS 
, .. 

• 

• • • • . . 314.971 _.246. Jl »>.l-U,Il9.)D 

• • 494,627 ,02).76 4,0,n9.49l·S3 
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D1v1o1on ot llonet&ry Roaearcb 

Q Date Oct . 6, 1943 1943 

1'o r llnrcr&n<IUIII tor the File a 

,._, llr. \1111 te 

Taken up orally with the Secretary 

today. Tho Secretary said to take 

this up 'ld.t.b Llr. Thompson. 

H.D.lr. 

4 

.. .. 
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TO 

TREASURY DEPARTMENT 

Secretary Morgenthau 

Harry White py 

Do\,.. OCT 4 1943 . 

Subject : Financing Treasury ' s ~lork in the 
Liberated Area Field • 

.rtt the present time, the Treasury ' s por tion of the ;·ork 
: .. orti. , fries , Sicily, etc ., is being hrndled by Foreir.-n 
? lrlE C)ntrol. lonetary Research and thC' General Counsel'i'e 
:: -:cc, ti:e ex 'lend i tures being ?€ id fro~ the Foreic;n t'ur:cs 
-~~~nl cO rooriction anc to a li=ited extert fro~ the Stebi­

: :::atior. ::'uncl . Pel:le hopes that by contiu'.ling the reC.uction 
c:· F::.reibn Funds Control expen<ii tures in liP shington to !take 
!~. osrible to carry all of the Treasury's r eoccupatioo work 
i'i • !.e ,rer.ent manner during the re:nain<ier of tl:e current 
:'1scal year . It is my vie~: that it is unci eairabl e to pay 
zry subrtant ial part of these expenditures from the Stebili­
z~tlon Fund . Consequently, it is neces sary to make other 
•! : ns for financing this ~1ork beginnin& July 1, 19~11 . 

C.1 the basis of d i scussions behleen Forei.;n Funds ControL 
~' •ET? l Counsel ' s Office and l·!onetary Research, it has been 
~ .. reed t~· t the most reasonable ap"Jroach to this proble ... is 
::r t:.e Treasury to· obtain for the fiscal yea r be6 inr J uly 
~· :)·l~ , an ap:>ropr~ation larg!l enout)h to carry on ~he .. 
: ~ .. c.s ... ontrol actiVlties and t!le Tre<>cury ~·ork in tM ll oJe r­
,·~- • re;o field . :'his ~·ill give ue the necet::r"ri' fleyibility 
~o ·· ndl e work, the volume of t·•bich it is ver1 t" ifficul t to 
•.·:ci">ete at tl.is time . 

':':1e Bucget Bureau has rec,tired the Tre< •:J.I'f •o _sub-it h ­
• i tc ly its bert estimate as to the eLount of funos needed 

to CE>rry on the Treasury's liberated <rea field Hork during ::.r corning fiscal year. Based on the best estima.tes ~~~ich can 
t: .. nue t~t this time we contemol ate rec:uesting appro:nma tely 

; 1, :;"1 , '1~0 for the T~easury ' s llbE>rated a rea field . This 
: ount should t ake care of the expense£ i n this •.·rork of Hone­
~<r. rlesep rch, General Counsel ' s Office and Foreign ~nds . 
~jntrol . The estimate i s admittedly on a very tenta t1ve bas1s 

• ·--s arrived at in .view of the fo1lowina conriderations: 

.. • 
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1. The Army is contempl ating using apnroxi­
mat ely 60 officer s in addition to clerical and 
stenographic and enlisted personnel for fiscal , 
monetary and propert y controls in the Ita lian 
opera.tion for the areas south of the Po Valley , 
lfhil e t ho Treasury has no intent ion of matching 
Army ' s staf f man for man, nevertheless t his gives 
so~e uuide as to t he size of the t ask as the Army 
sees it . A comparable picture can be exnected to 
develop in the area nor th of the Po Valley and i n 
the rest of Europe when occupied . 

2. For the operation in North i<frica , which 
obviously is insignificant compexed to any of the 
i~portent Eur opean countri es, the Treasury has had 
to send ap?roxi~ately 7 professional people to the 
field , plus the use of army officers with Treasury 
training who probably would not be ave.ilable in some 
of the other a r eas . I n addition , it was found neces­
sa ry to ht1ve a sizeable staff in \1ashington to back 
up t he peopl e in the field and do the operat.ions j ob 
here . 

3. It must be kent i n mind that it is an ex­
pensive nrocess t o keep pr ofessional peopl e in the 
field , since such persons are entitled to a per diem, 
plus travel and other incidental coste . 

429 

The reauested amount of $1 ,500,000 is based upon our 
~est eeti-ate that it will be necessary to have in the field 
li'lrinb the fiscal year 1945 aporoximately 75 prof~ssion~l 
:eople with the necessary clerical and etenograpn1c ass1stance, 
~c that it wil l also be necessary to have at l east a com­
~ara.bl e number of professional and stenographic workers here 
in \fc.shington t o conduct the necessary operations, supporting 
studies and i nvestigations at t his end . Although i t is 
i_?ossibl e to allocate the $1 ,500 ,000 among the three Divi­
sions precisely at this time, it seems reasonatle t o expect 
~h~t about $800 ,000 would be exoended directly by Foreign 
Funds Control , about $350,000 by the Grneral Counsel ' s Offi ce 
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and a~out $350, 000 by the Moneta ry Research Division. 

However, the tota l net increase t o Treasury personnel 
in ord<.r t o do this work i n the liberated ar ea field is 
esti~ated at 20 persons f or t he Divi sion of J.:onet ary Re­
search, 15 for t he General Counsel ' s Office and 25 for the 
Fe rri .,n Funds Control. 

Subject t o your 
t:..~e line£ at once . 
r..-::cl ed in the usual 
E;;il~£ct to the usual 

approval , we propose t o move ahead al ong 
The ~~t request wi l l , of cour se, be 

manner tnrougb :.r . Tho!:lpcon ' s office and 
Treasury procedures . 
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'l'llB!.SU Rk' DEPA Rl'NEN'l' 

1\eshington 

FOR I!.Uo!EDIATE RELEASE, 
Monday, August 2, 1943. 

Press Service 
No. 37- 85 

Joint Statement by the Treasury Department and the war 
Department 1 

All i ed expeditionary forces , seeking to establish orderly 

relationships wi th the people or liberated Sicily, are intro­

duc ing into its occupied areas an "Allied IUlitary Currency," 

speaking a "Lira" language that will be understood by every 

Si cil i an trader end consumer. 

It may now be revealed that a distinctive currency, de­
termined upon by British Rnd American officials t~as made in 
the Treasury' s Bureau of Engraving and Printing . I t was 
rushed to the scene of action by huge transport planes and 
i s being used as the medium of exchange ln t ha t part of Italy 
that we now hold. 

A part of its legend t•ends "Issued in Italy. " 

it the same time , i t was revealed, a comparabl e series 
ot pos t age s t amps will be i ntroduced into the areas under 
military administration . 

This is the f i rst truly Allied venture into the f ield or 
milita ry monetary expedients and an undert aking without prece­
dent so tar as the Uni ted States is concerned . The distinc­
tive lira currency will be used in the payment of troops of 
all the l. llied nations on Italian soil , and in payment by the 
procurement services for local supplie s . 

Government offi c i als said the undertaking is designed to 
give the occupi ed areas a currency in denomi nations ~nd terms 
which t hey know , 

It provides an adequate ci rculating medium in sections 
where there may be a shortage of l ocal currency because of 
cont1scat1on or des truction by retreating enemy forces, or 
trom other causes . 

, .. 
• 
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It avoids compl ication of the monetary system which usa 
of foreign currenci es might cause . 

434 

Previously, the United States forces in North Afri ca h8d 
used a regular "back home" currency with a distinctive seal, 
while the British had used a "mili t ary pound." Now, authori ­
ties of the Allied Nations have worked out this cooperative use 
of a single med ium of exchange . 

The preparation of this military currency and pos tage in 
advance of the invasion of Italy ia itself an amazing chapter 
in t he story of the gigantic and minutely-de t ailed planning 
that preceded the expedition, a a tory that must, tor the moat 
part, remain untold until after the war . From the standpoint 
ot the phys i cal undertaking alone, there i s no precedent for 
such a job . Presses of the Bureau of Engraving and Printing 
worked 24 hours a day, not even pausing for meal periods , for 
weeks, to have t he stocks of no t es and s t amps ready fo r the 
final , revealing overprinting when t he i nvasion actually began . 

The planni.ng of the job goes back some four months , when 
high officials of the Treasury, the Vla r and Navy Departments , 
the Department of State, and officials of the Bri tish govern­
ment laid the groundwork in a series of extraordinary confer­
ences held in utmost secrecy. 

No inkling of the pro ject eve r was put in wri ting, no 
word of i t spoken over a telephone , and no discussions of it 
carried outside the conference rooms . 

Desi gns f or the notes and s t amps had to be completed under 
similar conditions of secrecy , nnd s tocks of distinctive paper 
end huge amounts of inks o f various colora accumula ted. In 
none ot this preliminary work wee the country for which the 
notes were intended ever i dentified . 

On the bneio deei~na under consideration, where now the 
words "Issued in Italy" appear , the words "United States" were 
placed fictitiously and where the "lire" designation is 
prin t ed were such ~revealing terms as "dollars" or "shillings . " 

Basic prin ting of the notes began early in June , with the 
name of the country and the currency des i gnation still omitted. 
Huge stocks of the partially finiohed notes were eoc~~lated 
against t he day when t he "go" aignol should be given. 

The invas i on news wae f l ashed to the world on the night 
of Ju ly 9. Key employeoe of the Bureau of Engraving and Print­
ing s t ood by their t elephones throughout Sunday, and continued 
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at their posts until the printing order wee released by Army 
authori ties actually on Tuesday, July 13. Hugo presses 1mmed1-
1tely began to roll , ove rprinting the partially-completed notes 
with the identifying legends . 

By Saturday, July 17, enough had been completed to load 
a huge transport plane , but transportation was not availabl e 
until Monday, July 19, when two planes carrying seven tons of 
the distinct ive money took ott . Other shipments have followed , 
both of currency and stamps. 

The currency introduced into Sicily is in eight denomina­
tions from one to 1 , 000 lira. The smaller denominations are 
half the size of United States currency, and the larger denomi­
nations the same eizo . It is made by a lithograph process, 
si.nce the time element and the size of the undertaking did not 
pemit steel engraving. 

Except for the "lira• des ignation, all the legend on tho 
bills 1a in English. The "l'l:>ur Freedoms," Freedom of Speech, 
Freedom of Religion , Freedom from Viant, and Freedom from Fear, 
appear prominently on the reverse aides of all the notes. 
Ornate designs in pantograph, of a neutral nature, ere use~ in 
the series, eo the t it m.i ght be adapted to the needs of troops 
in further assaults upon Hitler's European Fortress merely by 
overprinting the proper currency designotions and name of 
country on the basic stock . 

Smaller notes, of one, two, five and ten l ira bear s 
wheat field scene in brown on the face, with the denomination 
in the center, Blue, lavender, green nnd black borders also 
identity the respective denoninations. The words "Allied 
Milita ry Currency" appear on the upper margin of the face end 
in an ornate oval on the reverse side. The f ace also carries 
the legends , "Sel'ies 1943," "Issued in Italy," and s serial 
nuzbel'. The Four Freedoms appear in the four corners of the 
note on the reverse side. 

For notes of 50, 100, 500, end 1 , 000 lira, borders end 
ornate design of tho front are in blue, lavender, green and 
black, respectively, with the background on all four notes a 
pale blue , The denomi nation appears in each of the four cor­
ners on the face, and in en ornate shield in the center. The 
words "Issued in Italy" appear in ovals nt eooh end, end t he 
words "Allied Military currency" at the bo t tom of the note. 
The face olao carries the des i gnation "Serioa 1943," and 
serial nUillbers , 
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Tho reverse aide of these ler&er notes is e subdued brown , 
wi th "lllled Military Currency" appearing in a center shield, 
and tho Four Freedoms 1n ovals at either aide . 

436 I 

The Allied llilltary Postage stamps are in denominations 
of 15, 25, 30, 50, and 60 centesimi, and in 1 , 2 , 5 and 10 lira. 
They are ell of the same design, distinguished by colors of tho 
usual United States postage series. They boar o pantograph 
background, with white lettering, and the denomination ln the 
center of the stamp, are perforated , ~nd on a gummed paper. 
Both tho stamp design and the overprint are put on in one 
operation on a two- color press~ 

• . 

-ooo-
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TREASURY nEPAin'LIENT 
\lashing t on 

FOR RELEASE, 140ml!!lG NEI'ISPAPERS, 
Tuesday, August 17 , 1943. 

Press Ser vice 
No . 38-10 

The Treasu ry and War Departments todny made public furt her 

details concerning the special currenc i es employed in the 

Sicilian operations: 

Financial and military pltma are so 
closely interrelated i n modern warfare thet 
it is necess&~J, for reasons or mil i tary 
securi ty, to maintain secrecy regarding 
financial arrange.nents incident to military 
operations until tho financial a~ well as 
strictly mil i tary aspects of the ini tial 
stages of the operation hnve unfolded . 
However , mi l i tary secrecy ceaaos to ex i st 
regarding the financial meesur es eff ec tive 
for on oporotion when tho relative decrees 
of the military comm11ndor are i osued in the 
libovntod area. Accordi ngly, tho following 
informot ion con novt bo roleasod supplement­
ing the story previ ously made publ i c regard­
ing the printing of Jl llied ~lllitary Currency 
by the Bureau of Engrav1 ng and Printing. 

Measures to meet tho currency probl ems 
i nc ident to tho Sicilian operation were 
taken jointly by the United States and 
Bri tish military authorities and insofa r as 
American interests are concerned, unde r the 
guidance or and 1n consultation with the 
United States Treasury . 

A d istinction i s to bo drawn between 
the two kinds of currencies , namely , 
"spearhead" and "occupation, " employed by 
the United Stat es forc es in those mili­
tary operations . Tho "epoorhend" currency 
wns tho "yel l ow seal" dollar which 1s a 
regular s1l~er certificate ot the Uni t ed 
States Government, the yel low seal being 
uaed t o distingui sh it from ordinary 
United States cur r ency . This dist incti ve 
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mark was adopted partly for aecurity rea­
aonu to permi t the isolation of tho currency 
if i t fell into enemy hands, pnrtly to pre­
vent the influx into the area of dollar cur­
rency already in the hands of t ho enemy, ~•d 
partly to faci litate its entry int~ the 
Un i ted States by treeing it from present 
restr i ctions on ordinary U, s . currency. 
The ye llo" seal was first uoed by the United 
States military forces in North Afri ca and 
wns again used as a spearhead currency in 
Sicily. 

In connection with t ho uso of yellow 
seal dollar by the Uni ted Stat oa forces , it 
is of interest t o note that concurrontly 
the Br1 tlsh forces used the Bri t iah Mil l tary 
Authority pound note . The B. M. A. note is a 
speci al currency and not the regular Britisb 
pound not e . The same exchange rata for eon­
version purposes was es t abl i shed i n Sicily 
as i n North Africa between the B. K. A. note 
ond the yellow seal dollar - one B. M.A. 
pound equals four U. s. yellow seal dollars. 

The occupation currency employed i s the 
Allied t!1litary Lira which was described in 
a previous joi nt press r elease by t he 
Treasury nnd 'lia r Departmen ts . Th18 currency 
1a bdi ng used jointl y in tho Sicilian oper­
ation by the Allied military forcoa to sup­
plement supplies of local currency when and 
i f necessary in order to meet t he require­
menta of military opcretiona. For obYious 
reasons i t was des i rable thBt the Allied 
forces should not continue to use pound and 
dollar currencies longer than wes nocessery 
and shoul d rno vo into curroncy denomi na t ed 
in t erms of local un i ts es qui ckly os the 
mil itary situat.ion would allow. It i s not 
intended nor desi red to r eplace tho l ocal 
currency with the Allied Milite~' Lira Cur­
rency unless absolutely necessary from a 
mil itary s tandpoint, bu t rathe r to uso the 
All i ed Military .Lire to supple ment tho sup­
pl y nf local currency. 

'llhcn tho United States Army obta ins 
S.ll i od tUlitary Lire for expenditures i n 
Sicily tor paJ of troops , suppl i es ond 
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other expendi tures tha t would normally be 
charged to its appropriation, it will charge 
tho NlevAnt Vlar Department appropriation 
for tho dollar equivalent of such exoendi­
ture . The decreed rete of oxohonge is 100 
lire to the dollar. This procedure, it was 
pointed out, marks no change in tho custom­
a ry control by t he Congress over tho size 
end n~ture of Army appropriations , Congress 
re t a ins its jurisdi ction over auoh army 
expenditures . The British military force s 
are following a parallel procedure with a 
decreed rate of 400 lire t o the Bri tish 
pound . In all cases complete recorda are 
being kept and a detailed accounting pro­
cedure has been set up i n connection with 
the i ssuance and use of this currency. 
These comple t e records wil l also fnc111teto 
the adjustment of financial mottora growing 
out of the military ope rations of the 
Allied Fbrcos in the occupied area , 

The Allied H111tary Lire hns boon made 
legal t ender in Sicily and i s intorchnnge­
nbl o nt par with local lire currency. It 
will be in every respect ns acceptable as a 
med ium of exchange a s t he loctll lire cur­
r ency, both to t he men of our fighting 
forces and to the local population. Insofar 
as our t roops are concerned, arrangements 
have already been made so that they msy 
remit all o r any portion of their pay which 
t hey receive 1n lire to the Uni ted States 
against ins t ant poyment here 1n dollars . 
United States soldiers leftv1ng the area may 
exchange lire currency held by them for dol ­
lar currency at the decreed rate of exchange . 

On the other hrund , for obvious reasons, 
War Department appropria tiona will not be 
charged for expend itures in Sicily by the 
.Allied Military Government for local govern­
mental operations whether financed from 
l ocal taxes or revenue or through the use 
of Allied Military currency. Thus, for 
eXal'lple, the Allied Hilitary Government will 
not charge Army appropriations in connection 
with t he maintenance of public schools, 
water sys tems , salaries or l ocal officials 
11nd the like . 
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Officials emphasized the essential dis­
tinction between the regulor issuance or 
currency within the United States and the 
issuance of a special currency by the mili­
tary author1 ties within an area under mili­
tary occupation such as Sicily. 1'/hile the 
former is governed by the Constitution and 
the statutes of tl!e United Stnteo , the 
rules governing the latter are those of the 
law of nations a~ established by interna­
t ional agreement and the usage of the 
world , Under international law, the Hague 
Conventions and the decisions of the Supreme 
Court of the United States, the 1Ul1tary 
Co=nander in areas occupied by t he FOrcee 
under his comzand has all the powers necea­
sary for the carrying nut of governmental 
t\mctlons. 

Theae powers include the r ight to pro­
vide for the currency needa cor tho area 
ooeupiod . In fact, it is a fundamental 
principle e f international law that an 
necupying authority has in addition to ito 
powers, certain obligations to tho inhabit• 
ante of the territo~' under its control. 
It must take whatever steps ore necessary 
t o secure public ordor. Tho latter cannot 
be maintained unless tho continued opera­
tion of local trade and c~mmerce ia pro­
tected. Thi s protection includes the 
establiahment and maintenance of an adequate 
And effective circulating medium. 

7he Allied forces must be in a position 
to meet a variety of condit1~ne which they 
may find in areas occupied by them. The 
enemy might , tor example, adopt a "scorched 
earth" policy which, on the monetary aide, 
may evidence itself in the withdrawal or 
destruct ion of currency stocks and the 
r esulting depletion of the circulating 
medium of exchange of tho area. On the 
other hand, the enemy might in its otforto 
to cause maximum di fficulties to the 
occupying fnrcea, flood the ereR to be 
occupied with lncal currency to suoh a 
point that it becomes practically worth­
lees as a sa t isfactory medium of exchense; 
and may even resort to the use of counter· 
fo1t local currency . 
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Fi nanci al problems will vary in di f ­
ferent areas freed by the forces or the 
United Nations. Al t hough the basic pri n ­
ciples underl yi ng the authority or the 
Militnry Commander remain unchonged, the 
details of procedure must be adapted to 
the circums tances found to exi st in liber­
ated nreas . 

It should be noted that in contrast 
with Axle procedut•e , which 1s cov<erned by 
a policy of ex;>lo1tn tion or of out right 
destruction of the existing economy of a 
conquered area, Allied Military policy and 
procedure is boverned by a spirit of lib­
oration and a policy of rehabilitation and 
f11ir deal L"l,; wi tl. tho liberated peoples . 

- ooo-
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TREASURY D EPART MENT 

~IHT DIVIaiON 

WASHINGTOtl 

October 4, 1943 

l1U'ORANDIJl( TO THE SECRETARY: 

Supplementing report to you of September 27, 

1943, the purch.e.sea against the African Program from 

September 27, 1943, to October 3, 1943, totaled 

~982,720 . 65, or a total of purchases for the program 

thus far of $64,572,617. 55. 

Attached is r eport giving status of shipping 

against these purchases . 

~nhar 
or of Procurement 
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s1nPPING REPORT AS OF CCTOOER 2, v 
~ 

1943 v 
·~~ Tonnage Tonnage Tonnage Tonnage 

Commodity 
~ , Shipped to Date Under Load On Hand At Port En Route 

~ From u. s . A. At Port Waiti ng Vessels To Port 

Agric. ){ach. & Impl~ 1698.03 51.17 400.53 167.02 
Automotive Eqpt . & ~ 827. 26 107.38 130. 73 
Batteries 121.03 18.5 9.87 
Bearings (J) 2.46 .95 ,03 
Brass & Bronze 288 .4 2. 5 87.6 
Brushes & Brooms .a .15 
Bldg. Hdw. & Material 424 .67 302. 53 
Chemicals * 18935.81 731.32 8464.38 3538.37 
Clothing, Notions & Textiles 17513.19 2798. 73 ' 4326.11 
Construction YAchinery 10. 3 
Copper in Various Forms 376.3 100.02 9.85 
Elec. Eqpt. & Supplies 74.44 22.76 48.43 31. 82 
Explosives 14.15 
Ferro-llloys 73. 88 11.32 46.64 
Food & Food Products 6032. 
Furniture & Office Eqpt . .11 . 49 . 7 2.15 
Glass 194.82 95.12 7.66 690.44 
Graahite Products 92.98 13.23 
Han & Cutting Tools 1144.19 402. 2 286.76 
Industrial Machinery 49.85 73. 2 112. 68 297 .92 
Iron 145. 810. 974.78 276.22 
Jute Bags 857. 47 535. 
Lead & Lead Alloys 73 .18 102. 5 
~edioal Supplies 56.12 .68 5.02 .3 
Non- Ferrous Metals, Other 435. 20.34 118.19 
Paper & Paper Products 4865.94 1364.6 2789 . 65 3082 .56 
Rote & Twine 247. 7 34. 75 14. 12. 
Ru ber 810.26 317 .89 464. 58 
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v 'R v 0 " Tonnage Tonnage Tonnage 

~ Shipped to Date Under Load <n J!.and At Port C0111111odi t 1 t) From U. S. A. At Port Waiting Vessels 
Shoes & Boots 315.68 5.34 571. 66 Steel, Alloys & Carbon 8478.48 236.09 7972.14 Steel, Pipe & Tubing 295.44 113.39 Tin Plate 845. 357.55 795.82 Zinc 27.96 27. 29 

Tot als 65, 489 .64 3, 825. 27,125. 

*This amount has been reduced by 1000 tons, which tonnage was an overage caused by 
duplicate repor ting. 

ToDll&ge 
En Route 

To Port 

1484. 58 
6696. 58 
1595.3 
3405.87 

2, 6674 .14 
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TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATION OOIIFIDENTUL 

DATa October ~. 1943 

TO 

Subject: 

8ecr~t&1'7 ,entbau 

Kr. 

'1'be Bu neu 81tuaUon, 
Week end1ag October 2, 1943. 

8u!aarz 
Ccucd1tl pricea: The Oana41u Qo·rerllllent'a cloaing ct the 

Vlnri!peg Vbeat .Excbuge caueed a tlurr7 ct bu,r1ng 1n the 
Wbeat u.rlteh ot tbia count!')' l&at week o&rl')'ing the Dow­
Jonea tuturee index to the b1gbeat levei eince ita coa­
p1lat1on wae etarted 1n October 1933, but lower prices 
tor aeat aniaale were l&rgelr inetruaental 1n oaueing a 
aUght decline in the BLS apot index ot 211 baa1o oo.aod1t1ea. 
Continuing ita eideWiae aoveaent, the BL8 all-comaod1t7 
index wae unchanged in the weelt ended a.pt .. ber 25 at 
102.9 percent ot the 1926 aYerage. 

rar11 prioea: The index ot prices received b7 tanaera in 
September ebowed no ob.ange troa the previous month, ae 
ll!llall adnnc .. b7 aoet ot the illlportant groupe ot ta.rm 
produota ·were ottaet b7 a 16 percent decline in potato 
prioea and a1nor down-turn• i n prioea ot tobacco and wool. 
rarm pricea have risen 119 percent during the tour rears 
ot tbia war aa coapared w1 tb a rille ot 101 percent during 
the coaparable period ot the tiret World War. 

Railroad trattic: nth the aeaaonal peak in trattic close at 
hiri4, be r&!J..ro.da auat haul the heav1eat volume ot freight 
in their b11torr in the tace ot a nl')' low eurplua ot freight 
care and a aerioue aanponr ebort~e. latiaated ton-aile a ot 
freight carried in .&Dguat were 1)4 percent abon the 1935-39 
average, although treight oarload1nga were onlr ~ percent 
higher, 

Coal production: OUtput ot eott coal in the week ended 
Septeaber 25 iaproYed a11ghtl7 and waa about 6 percent 
above the oorreepond1ng nek laet rear. However, Seoretarr 
Iokee bae reiterated b1a ooncern over the ooal situation, and 
baa etated that output 11 running behind goal• b7 about 
500, 000 ton. a week. 

!O:!!!.ITzn~i!t Kanutaoturing •ploraent ebowed turther expansion 
but total nonagricultural eaploraent wae ~.ooo 

leea ' in the preY1oue aonth. Gaina in eaploraent i n the 
aJ.roratt autoaobile and t ood induetrile teaturad the riae in • aanutaoturing •ploraent . 

----
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Coamoditz aarkete aotiYe but prioee irregular 

Trading in the oommoditz aarkete vaa stimulated last 
week by the Oanadlan GoYernment1 a oloaing ot the Winnipeg 
Wheat Exchange, and bz the appronl. ot the Bouae Agricultural 
Colllll1 ttee ot a bill to iuoreaae tara oo-odi tz lo&lle to 100 per­
cent ot paritl or to leYela vhioh would aeeure tu.ere •tair 
prices under OPA ceil1nga•. eo .. oditJ prices, hoveYer, aoYed 
trregularlJ. Riling grain pricea carried the Dov-Jonee tuturea 
index to a new high aince ita compilation vas started in October 
19JJ, but lower pr1cea ot meat animal.a were inatruaental 1n 
oaua1ng a alight decline in the BLS apot index ot 28 baeio 
oommoditiea. (See Chart 1 . ) With cattle receipta expanding 
abarplz, ateer pricea deollned 5 percent, and hog prices 
turned .ubetantiallz lover ae the etteotiYe date ot the 11Ye 
bog ceiling (October ~) approaohad. 

The tlurr7 ot buying in the wheat aarketl ot thia oountry 
following the oloaing ot the Winnipeg market oauaed a sharp 
rise in grain prioea, and Wheat and barlez prioaa at the end 
of the week were 2 centa a bushel higher than at the oloee ot 
t he prertoua week. It vu intiaated that the prla&rJ reason 
t or the oloa1ng ot the Winni peg Wheat Exchange vae to eats­
guard the Oanadlan price cont rol progru. The recent rise in 
Vhaat prices vaa threatening to t oroe an upward reYiaion in 
bread prioea or to foroe a large increaae 1n Government aubaidy 
payments. With the c l odng of the exchange, the Canadian Wheat 
Board baa taken oYer all unaold meat 1n commeroial. poaiUona, 
and the reaainder of Wheat atorea nov held on tanu will 
probablJ be handled bJ the Board in due course. 

Th& all-comaodit7 index continues to level out. In the 
week ended September 25 t he index held unchanged at 102.9 per­
cent ot the 192& average , which 11 only J . 5 percent higher than 
in the ccrreepondlng week ot last J&ar but is J7.2 percent above 
the pre-war level of Auguat 1939. The aidev11e IIOv .. ent of the 
all -co.aod1t7 iD4u during the past thre• aont he baa been in 
contrast t o the gradual riae ahovn by the basic oo111110dit7 index. 
(See Chart 2.) The oh1et reason t or thia divergence ie that 
advancing prloea ot graina and meat aniaale have bean pushing 
up the baei c index, while in the all-oomaoditJ index t hese 
advance• have been cttaet bz decl1nea in prioea ot t reah f ruita 
and Yegetablea and other producta uot included in the basic i ndex. 

rane price index ateadl 

The index ot prioee reoe1Yed b7 ta~era in September vae 
unchanged from a month earlier, ae •all advanoee in aoat ot 
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the iaportant groupe of farwa produota vera offaat b7 a 16 par­
cent deollne in potato prioae and llinor dovnturne in the prioaa 
or t obacco and wool . Under the et~ue or a tight raed aitu­
ation, grain prioee continued t heir riea of t he paet 10 aonthe. 

Since the index of pricae paid b7 faraara (including 
intereet and taxae) lhcved no change froa Auguat to Septaaber, 
tara prioee aYer&ged 17 percent aboYa parit7, the eaae ae in 
Auguat . Gra1ne continued to ba t he onl7 group or tara produote 
vhoae pricee vera not above parit7. Oorn ie eelllng about at 
the par1t7 leYel, and laat aonth 1 e riee carried oata above 
par1t7, but llbeat, barle7 and r7e are a till below pari tT. 

While the riaa in tara pr1oae during the preeent war 
hae bean Ter7 e1111lar to that during the f1ret World War , 
tara prioll h&Ye lhovn a greater r1ae during the 4 reara of 
th1a war than in the ooaparable period or the laet war. 
(See Ohart 3.) Proa Auguet 1939 to Sapteaber 1943 tara prioee 
roee 119 pero,nt1 ae coapared to a 101 percent riee froa JUlT 
1914 to Auguet 1~18. It ie of intereet that during the last 
var period, tara prices did not reach their peak until ~a7 
1920, a rear and a halt after the end of hoetllitiee. The 
same heaYJ poet-war demand tor food relief vhioh helped 
bolster farm prices in the aonthe folloWing the end or World 
War I v111 probablJ tend to raiea prioee after th1a war. 

Inoreaea 1n proposed apple price oa111ng ordered 

The plan to .. tabllah a retail ceiling pr1oe of 9 to 
10 oenta per pound of applee, reoentlT announced b7 the OPA, 
haa bean replaced br a d1rectiYe or 8tab111zat1on Director 
V1naon vhiob would aatablllh a oe111ng price at 10 to 11 canta 
per pound, according to preea raporta laat week. llr. V1naon 
had originall7 directed the OPA t o aet grovera1 aaxiaua prices 
at par1t7 plua 60 cente on aaob ~-pound box, and t o use th1e 
ae a baaia for working out a regulation on retail oeillnge. 
'!'he eatabllllaant of ceiling pr10II at t h11 leTel vaa etrongl7 
oppoeed b7 an apple 1nduetr7 ooMiUee, including aeabare of 
Oongreea, with the ra.ult that l(r. Vineon iaeued a new 
direot1Te for the OPA to 11t. grover• ' aaxiaua prioee at 
parit:r plua 92 oente on the 116-pound box. 'l'h11 change would 
1nvolYe an 1ncraaee in the propo18d retail ce111ng price or 
l cent per pound. 

Apple• are one of eeYen toode upon llb1oh reduction• 1n 
pr1oee are oont .. plated b7 the OPA in order to aoh1eYe a 
2.) percent rollback in the coat of 11Ting. While the inoreaea 

, .. 
• 
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in the propoeed retail ceilinr price ot applee Will have onlr 
a alight effect on the coat-of-living index, 1t indicates the 
dittioultJ confronting the OPA in O&rrfing out a lowering ot 
the index. 

farm prioea ot applea have inoreaaed 90 percent in the 
past 12 aonthe, and the increaee ot 71 percent 1n the retail 
pr1oe troa Auguet 1942 to Auguet 1943 vaa exceeded onl7 b7 
the 76 peroent inorea .. in the price of on1one, aaong the 
tooda in the coat-of-living index. 

The WPA ileued an order laet veelt requiring that lover 
gradee of applee grown in S aaJor-producing atatea be aold 
onl7 to authorized prooeaaore. About 20 percent of the apple 
crop ie eatiaatld to be atteoted by this order. The order 
waa deemed neceae&rJ to till eeeential war and oiv111an needa 
ot aanutactured apple produote. OrdinarilJ the lover gradee 
ot apples would be U18d tor prooeeaing, but thia rear the 
demand tor truh fruit ia eo great, it vae atatad, that t 'reah 
market• would receive a dieproportionate share, leaving 
processors With inadequate aupplies. 

1944 tara production goal• to be preeented to Congreea 
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Detaila ct the 1944 tars production goala Will be presented 
b7 the 'IIJ'A to Congreaa thia veelt, and to State Agricultural War 
Boarda at aeet1nga to be held thie aonth. The program calla tor 
an 1ncreaee in total tara producti on, but the eapbAa1a Will be 
placed on oropa tor direct ooneuaption aa toode, With but Bllall 
inoreaeee and aoae decreaaea tor teed orope. In line with the 
small er teed euppl1ee anticipated, the goale oall tor a reduction 
1n aoaa tJpee ot l1veetoolt production, part1oularl7 hoge, 
chioltana, and turltare. 'l'he VJ'A Will later announce pr1oe 
aupporta tor var1oue tara oommod1tiea. 

CiVilian butter auppl1ee continue at low levela 

Indicative ot the low level ot oiv111an butter euppl1es, 
the ration point value of butter baa been inoreaaed to 16 
pointe per pound, etteot1ve October 3. Thia aarlte t he tlllrd 
1noreaae 1n the ration value of butter, vnioh nov ooete tV1oe 
aa ll&nJ r ation pointe ae three aonthe ago. The principal 
causae of the tight o1vilian butter aupplJ aituation are: 
(1) a aeasonal deol1ne in ailk production, (2) large purobasea 
during the pealt production aontha t or the araed toroea and 
lend-leaee, (3) the d1veraion ot creaa troa butter production 
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to tluid cream oonsuapt1on, (4) a decline 1n a1lk and butterfat 
production due to high teed ooata and to ditt1oulty in obtaining 
teed in eome areas, and (5) aeat ahortagea, diverting ration 
pointe to butter purchases. 

Ae a step in helping to prevent a decline in butter 
production, reetr1otione on fluid milk ealee were imposed in 
13 Eastern and Midwestern areas etteotive October 4. Quotas 
tor fluid milk aalea have been eet at the levele ot laet June, 
but aalea ot cottage oheeee, chocolate milk and buttermilk 
must bs out 25 percent under the June figures. Individual 
deiriea have been given their quota allotaenta tor October, 
and theJ auat gover n their dietr1but1on aooor41ngl.J. Restaurant 
ealee Will be cut before hoae oonsuapt1on. fhia program 1a 
expected to be extended to all oit1ee ot 100,000 population 
bJ November l and eventuallJ to all aarkete ot at least 
50,000 population. 

The p&7aent ot oaa wba1diee to all da1rJ producers t o 
ottaet higher teed coets and thus atiaulate production beoaae 
operat1n laet weak. !hie auba1d1 program haa been aevere11 
criticized by representatives ot the dairy industry at hearings 
or the Senate Agricultural Subcommittee. 

Deapite these measures, the WFA atated laet week that 
oiviUan but ter auppl1ee Will continue at low levels t or at 
least the remainder ot thia 1ear. Purthermore, the Bureau 
ot Agricultural Zoonoaioa predicted that "butter production 
in 19~ i a likelJ to be reduced unleae the produotion.ot 
milk can be inoreaaed eubatant1all1 above the level now 1n 
prospect•. 

Railroad freight trattio at new peak 

With the eeaeona1 peak in freight trattio oloae at hand, 
the hard-preaaed railroads are now taoing their asvereat teet 
ot the war peri od. I n the weak ended Septaaber 25, freight 
carloa41nga roae to a new high tor the 1ear and totaled 
907,000 oar a. Vh1le th1a figure ia W1 thin 3,000 oars ot the 
1942 tall peak and lo 000 oars ot the October 1941 peak, it 
t&1la to retleot adeq~tely the record volume ot freight which 
the ra1lroada are now handling. This ia due to the tact that 
longer h&ula and heavier loa41nge have oaueed freight oar­
loading tigurea t o understate actual r ailroad freight volume. 
Thus bJ Auguat 1943, freight oarloadinga were onlJ 45 percent 
above the 1935-39 averag~whereaa eatiaated ton-m114es ot 
freight carried waa l J4 percent higher. (See Chart . ) 
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In the tirat halt ot thia rear treight oarloadinga aotuallJ 
dropped 5 percent below rear-earlier leYala,but the volume 
ot treight, aeaaured in ton-ailea, inoreaaed nearlr 21 per­
oent during the aame period, 

Deepi te the aounting burden ot trattio, Clan I railroada 
in the t1ret S aonthe ot 1943 were able to 1natall onlr 15,700 
new treight oar a as compared to 53,700 in the oorreaponding 
period ot 1942. L1kewiae, the number ot new loooaot1Yee 
1netalled dropped to ~ aa ooapared to 514 in the tiret S 
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monthe ot 1942. Retleot1ng the heayY preeeure on ex1ating 
equipment, the aYerage dailr treigbt oar aurplue around the 
middle ot laat aonth vaa onl7 21,lioo oara ae ooapared to • 
46,200 oara a rear earlier. 

Railroad& bard hit b7 aanpower ehortaga 

Shortage ot manpower, howeYer, hal become eYen aore 
troubleeoae to the railroad• than the tight eupplJ a1tuat1on 
in equipment. Following ODT Director Eaataan1 a atatament last 
month that 1 t he United Statea ie headed tor a or1a1e in 
railroad aanpower unleea draetio remediee are undertaken 
at onoe 1 , the Preeident ot the Aaaoo1ation ot American 
Ra1lroada raoentlr characterized the manpower shortage ae 
the railroad'• No . 1 problem. The railroad& are worldng 
in oooperat1on with the ODT and WMO t o etteot a aolution ot 
their manpower problem~ but it reaa1n1 to be aeen to what 
extent auoh ettorta will be auooeutul, 

In coping with the railroad manpower shortage, Detenee 
Tranaportation Director Eaataan laat aonth formulated a 
13-point program oalling tor aot1on on the part ot management, 
labor aDd GoYernaent . Among other teaturea, the program 
advooatea the IUepanaion in oert&in inatanoea ot train and 
engine aerYioe aileage liaitationa aa well aa atate tull­
orew lawa. 

Railroad earninga droP below last zear' • level a 

After running above rear-earlier leYela einoe November 
1941, net z-a1lvaJ operating inooae ot Olau I railroade 
(earning• attar taxel but betore interest and other tixed 
ohargea) in June dropped S peroent below laat year'a levela. 
Tbia decline widened to 10 peroent in July, the l ateet month 
tor which tigur .. are aYailable. (See Chart 5 ·) The ~P 
in operating inooae in June waa due in part to the treigh 
rate reduotiona wh1oh went into etteot on MaT 15, and to 
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the loaa 1n traffic ariaing troa tha coal atriltaa. Vbile 
the laat-aentioned factor vaa oftlT a teaporar7 drralopaent 
the freight rate reductions Will at~a¥ in ettect until at ' 
least Janu&rT 1, 1944. 

on the basia ot the present outlook, net railway 
operating income ot Olaaa I railroada tor the year 19~3 
ia expected to be leaa than in 19~2 , deepite the inoreaae 
in freight and pauenger traffic and the 38 percent gain 
in net railvq operating inooae lhovn in the tirat 5 aontha 
ot the year. The aoat iaportant factor in the proapectiYe 
earning• deollne ia the large increase 1n tax pa,aenta, due 
in part to the tact that aoat railroads have nov exhaueted 
tax credit carr,overa troa earlier years. 

Another taotor ia the rise in operating expeneea. In 
addition to other iteaa, the railroad vage outlay Will be 
increased when the pending vage deaanda of the operating 
and non-operating eaployeae are tinallT aettled. Laat veek 
an Emergency Board reooamended an 1noreaae of at least 
4 oenta an hour, retroactive to ~ril l, t or railroad 
operating eaployeaa, tollov1Dg a prrrioua reooaaendation ot 
8 oenta an hour vhioh the Econoaic Stabilization Director 
bad diaapproved. fbe preeent recomDendation il tar short 
ot ~t the vo~kera had requeated, and it remaine to be 
seen what action Will be taken in the matter by both the 
Stabilization Director and the railroad vorkera. 

Ooal production abort ot goal 

Bituainoua coal production 1n the week ended September 
25 roee allghtlT above the prev1oua weak and vaa & percent 
higher than 1n the corresponding week laat year. Moreover, 
deap1te the work atoppagea in the mine• earlier in the year, 
aott coal output thua tar in 1943 haa been about 2 percent 
greater than in the aaae period in 1942. (See Chart b.) 

Heverthaleaa, Secretary Ickea last veek reiterated h1a 
concern over coal production and atatad that output vaa 
running behind goala by about 500,000 tone a veelt . B1tua1noua 
coal atoolta vera aaid to total about 75 alllion tone or the 
equivalent ot about &i week~ production at the currant rate. 
Vhlle axpreaaing the opinion that the ainera had made a 
creditable lhoVing in ooal output deapite the aanpovar 
shortage, the Secretary &lao expre .. ed the belief that 
u.ximua ettic1ency would not be obtained until the United 
Mine Vorkera and the coal operator• aign a wage contract. 
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NonagricUltural esplol!ent declined in Auguat 

Although manufacturing eaployaent continued to expand 
1n August, other aaJor eaployaent groupe abowed decl ines, 
and total employaent in nonagricultural eatabliebaenta was 
8S ,OOO leea than in Jul7, lurther expanaion in aircraft 
employaent .and a gain of 24,000 workera in automobile planta 
largel)' a.ooounted for the riae in aanutaoturing eaployaent, 
Sb1pbu1ld1ng eaploraent deolinedt and the other durable goode 
1nduetriea ebowed little change auring t he month. 'l'he number 
of workera engaged in the nondurable goode induatriee deoreaeed 
in August, ae e:q>ane1on in the f ood induetr7 waa aore than off­
eat by deol1nea in the leather, ohem1oal and textile 1ndustr1ea. 

Deepi te the decline from the previoue month, total non­
agricultural employment in Auguet waa nearly 500,000 greater 
than in the correaponding aontb laat 7ear, with aanutaotur1ng 
eaploTSent aboV1ng a r1ae of naarl)' 1,200,000, or about S per­
cent. Qo·nrnaent workers, (excluding Federal force account 
construction workers and pereonnel 1n the armed aerv1cee) 
during the past 7ear inoreaeed b7 nearl7 54o,OOO or 10 percent, 
t hue shoWing t he V1deat percentage gain of a07 maJor group. 
On the other band, oonetruotion emploTSent dropped 1,000 ,000, 
or 46 peroent, the largeet decline of &nT group, 
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S T R I C T l Y C 0 N FIDE N T 1
4Xr 

TREASURY DEPARTMENT 
Washtncton 

Oe tober 4. 194} 

Guiding PrlnciplPa for a Pro~oscd 
\Jtli t od If a tions Benk for Re cc.ns tt•uc tion and De velo;>men t 

Purooses of th~.!!! 

~e Bank will encourage private fi nanc i a l n[encies to 
r•rovl de lon,J- t e rm cnp1 tal for the sound dcvelo;>:n~n t of the 
~roductlv e resources c f member countrlea, and ~hen n~ces ­
s&r~ wl ll cooperate w1th and supplemen t prlvnte ca,it&l for 
a•Jch purpo~es , 

Caoltal of the Bank 

The eapi t&l of the Bank ·nould runounl to npproxirr.a tely 
~10 blll1on subscribed by member c~n trlcs aceord1n~ to an 
appropriate formula , lf.smber countries wlll make an lnitlal 
po:.~ .. ent of :?0 percent on their shsr~s . 

hr.n the B&nk needs additional /'undo ror its operst1on3, 
"t mr.y :nake cnll s upon the unpaid portion cf subscr1pt1onc as 
n· cded , but not exceeding 20 :oereent in any one ~·ec.r , A 
lor,;o ,)Or l oJ' the ce!'l t !!l •.o~ld bo reservt~d , in the l'of'lll or 
llOC~oll~<l subscr1 ;>t1cns , os a ~urety !'untl e;;l<lnot stcur1t~es 
... u:-.~~&.:'l tr f .. d or ! ssuec! by the B&nl< . 

The inttl.&l G.nd subse~uent PRl'l"~nta &r~ to be 10aie 
.~~rtly ln iOld t.!'ld p&.rtly in lcca!. C'Jrrcncl~ . Tt:e ;>rc:>o:-tion 
:>~1~ in .;ol•J, not E.~cecding 20 pcrc<.nt of the l)t•:r:>:t.r.t , >'111 
b. fl .. ~d by 0 ochr,:!ule v.h1ch t<J<•.S intO account th•. &.it r~&CJ 
of the ~old hold ln~• of <.ach tr.u:nbcr cour.tr;r , 'Th• local cur­
r•·•,c ! .s held b\ th& Bhn}: aro to b£ r cput·chGscd by "1::ob~r 
countrh.a •lt.h .. ~old e.t the r at-: of 2 ~ rc~oont OJ th_ s•Jb::!cr!;>­
tlons r.rmutoll y . 

PoN:~•s and op .. r a t!0!2!.2f..lli .. ~ 
'!he Bonk may tJUa r~<n t•e loans :nt. dG " 1 th pri vu t •. capl tal 

t" Lny n~<mb<. t' governmen t , a nd throuc,h tht .,ov ~rnmt r1t t o any 
o r its poll tlcal subdivisions and to businoss und ~ndust r1al 
cn t , ror1scs in tht m<.rnb(.r country , 

• . . 
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The Bunk may partrclpnte ln loans made wlth ~r!v&te 
c< pl t :. l or muke 1osns out of 1 t3 own resources only when 
\.h(. borrower l s untible to secure the funds from r>rl va te 
1nvc:strnen t sour•ctts on rcason(lble term& . 

The doclslons Of the P;.mk Will IJO bused e.'IClU&ively 
~n economic con3ldera tions . In ;>as sing upon cn;v ttpplicc­
llon to ~uur«ntee , part1c1;>ate ln , or meko u lor.n , the 
Pcnk she ll t)ivc ccnsl<!erutlon tCJ the soundn<ss of the 
111V· .~ t.n.vnt project or pro~rwn , to the bud&ctt..ry positlcn 
o f t bo mtt .nll<r ,.;ovf!'nmtnt (SU<Ol'Wltue!ng tl:;; loun, sn:l to the 
pr osp<Ct!vo ba!~nce of p&yrn;nt4 of thG , ornb<r country • 

.. 11 lo&ns v.h1ch the &nk .;u.:r .. nt<.es, ;>ert1clputes ~n, 
or .nt.k ~ s :r.ust fulfill thE. follo~.!no~ .;entr&>l conditions: 
(1.) ,>r )·m. n t of inte r e st 11:1d ;>r!nc!p:: l mu3 t bt fully gut.nn­
L<'i by li'l<. n c. t1onal gov.: :-rut~nt of tllc :r..r•bcr eountr;· ; 
(b) .~., l nv <.s t:r.cnt project or ~rogrum o:ust h~ovc b'~" lnv, s t i ­
.:.c t~d cnJ c. pprov o.d by " CO!r.pE tent corr.m1t tn ; (c) 111 . teros 
of th~ lo n ~ust be r~asonc.blQ, rn~ (d) On gu~r•n•ccd lot ns 
th. "~ n:< must b( cor.l;>cnso.tcd f'ol' thr. r18l< it ossu:n. s . 

'J'hc f:{.nl< ~>ill 1moosc no eondl tiona I• S to th• :ar.mber 
countr'J in whlch th~ ~roc \..uds of c. lo1.n • ·~"'V to bL sp<.nt . 
. h n t. lonn Is mud~ b:· t.l'l<J &:nlc, lt 1.111 crcdlt tho c. ccount 
of lhc borr·o'Nvr w1 th t!11.. c.mount of tht... lot.n , ~.nd _:>r..1yr.~c..nts 
in th t :..:>pro:>r!.utl currency or currc.nc1 ... s will be. :.:1uci!. from 
th~s t ccoun t to m'" £: t c.ud! te.d \.Xpc. ndl t.urv:J . .10 lot.n rnus be 
n:•.dc I n the eurr.;ncy of ony country without 1ts C;>!)rovsl. 

f Lym<.nts ot pr~ncip~.l und Snt-..r ust mu3t be. .r. ... dc !n frt c 
CU!"'t'i nci"' :l , or b) uJP<.C.th .. nt, in th ... curr4. ne :,. in ,.,1 ~ch t.~t 
l o .. n w· .. s .:at.dc . !n tht. c. v~nt of ut •. cutv \.XC ht.rag ... su•lnJc.;ncy, 
P ''""' nts of lnt<.r t st or prlnclp:: l mt y b< ct.d c J'or " r <.; -.sor.nbl6 
p~r~od 1n loc t.l curt•cnc!"s to b< rc p l ' c J aubocqu , ntl;- 111 th 
frc ~ curnnclc s . 

1h, ll<.nk v.111 dc"l only \\lth or throug.. tr.c ~OVlrn!llcnts 
of mc:noc r countrl~s , thtlr ccntr:.. l b-~!<s &.nd !lac'-1 tgcnclc s , 
<. nd ~1 th or throu...;h ln t t rn:.tlon&.l J 1n:.nc1t. l <.og, nc l . s tht. t e-re 
o·.-mc d prodomln&ntly by .lltnlb~r 60Vl.rnmt..nts . l!O\d. Vt:r, with th~ 
l.pprovt.l of' th, ;ne.;nbc.r countri ,e , tll~ 8: nk m< y .;u :.. r(.ntc~ intc r ­
nt. tlon~.o l lo~ns pl t<C<d 1n th J1r countr1 <. 3 , e nd m:.y sel l or 
pltdgc · ny of its own s<curiths , or scour1t,;,v s t:..kcn from 
its portfolio ln th~ mt.rk..·ts of such counlrl,o . -1th s1.~1l:.r 
•· P,>rov. 1, th~ Bt..n< m:..y ""11 .so l d or for~ ian <Xch.n e;a h~lo by 
thu Bl nk ~o ftc.r oonsulbtic-n 111 tll tll(. lnt~rn tlon. l ~tcbil1z~­
tlon F'untl . 
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"he rl'source~ of the B::nk shc.ll be used for the benefit 
or thto member countries . 

:.l:.m,gemen t of the l!!!!:!l\. 

lhe lldmlnlstr t. t~on of the Br.nk will bt vcsled !n r. P01.:rd 
cf Dll'bctors consisting of one cllrector, or h1g r lt ~ rnt . te , 
: !":>o 'n tld by t•:ch me:nber gov t rmntnt . Th~ :Jot.r1 1•111 :::ppo1nt 
III r.x .. c•Jt!V( Co:nM1ttcc , and c.n Advloory Council , ~nd such 
othe r contolltuu5 !.S it finds ncccssury f or the work of the 
ll· n': . r>oy vot::1g po·•o;r of th<.1 m~mb'lr countr1£s will be 
clo5<1Y r l:.tcd to their 3hr re holdln.;s . 

• ,, co•mtr:; -"<;, w:thdrc.,. fror.~ mt.nb~rsh1p by ~1v~n~ ona • ~ 
:,·t..•.r' t. no•:ec. . :.t··-t. st . .:..r~ s of &..ny :nt.:mbc.r country tt:..t •lth­
ar ··•s fro .. Cl<.mbcr~hlp would b~ rcpurctu..s~d by the !Lnl< ove r 

n • 1o ro:>l'' t. t<o ;>• riod t t ;H.r or ~t book v luc 1f thetis 
1'- sa th:~n .>tLr . 

On< - fourth of ,wof1 t should b & • ppll r.d to >.ul·plns until 
ourplu~ cqutls 20 p;, rcen t of th~ c:..plt~ol. 1h<. r .. 1n· Jnln3 
pro!'l•t Y•lll b~ dlstributtd 1n ,>ropor•t1on to !h·rte il cl d . 
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TO: 

!'II))! I 

Oetob•r ~ . l?IJ) 

J!r, 114rry D. \'/bite 
Aooiatant to tho Secrotary of the Troasul"J 

~r. Jll:!>es E . \food 
F'inancial Attache 
Liobon 

Appended hereto io a report on ~>ilit.ar-.r 

ll!ld other condition• in and around l.aneille . It 

come s from n socrce which ic coneidered roli~ble . 

Incl. 
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'AUP~aA~& f1l mE AI -.na 
,.., MPHAI -.uu, "' •n•. CIIDA 
Dllfta eeteMI' 4, u.a, 4 •·•· .,,, 1lle 

1D 79'll APRP'"'th• 
.. teiNUe 11 .a. te Ute toU.Wllla wle..-e ,_ u.. 

la'llaiiJI le, J.IOO, ..,, .. HI' IJ le, *'• Oew'Mr t, 

U bae 'Mn e lllltoaUa117 atfln .. )J Ulll JU.aleW. 
ef I:MIIOale .UtalJ'a \11&, De .. e111oa AAI, ae ,.,, ...... 
reai!Jit lilr Uae Gnel'llllla.t •• w ~ .uuu.uoa or .. u. 
lS i.e U.. l.&a.l.ew•' e .. , PloD tAl\ 1atl.d1oa. v1U no\ 'lla 
aaterlallJ N\al't.a4 'bJ Ule • • 1• of .. u here ......... of 
.a. foU.Wlq n•-•• 

(1) '-17 tw Gaiae• v1U be 1a a podUOD \o ~ ens a ..u 80_,, 

472 

( 2) Ena a .. al14era'b1e eall of p l4 vouU 110\ nt'ttU•\17 
ntlleo Ull ..,......, 1a o11'nlaUoD H •• w be poedlf 
'111Mt1e1al, oepeo1all7 alnoe Ute .....,.., 1111&1 vU1 
Meeuull7 ooata.- \1 ell'p&llt )J oYer uaree 'b1lllell -\!117· 
.... .,..,, u 11 the a1a1ater' e 'blUet taa\, to eoae ••""'• 
.. 14 -u 'be vnt \1 e\a'lllllu -41\7 JII'UII - \he 
ao14 'belq ..,.._, .... for p\U'IIUn of o :auua, vbloll 
aN \o 'be •1• a\ ti& .. pl'lell, '117 tbl Oon.-nt. 

1o oalvUea fer \he latlaUoa pra'bl• or Ohlaa vaa, 
la ~=-~· ODY1e .... 'IIJ the IUnle"r• Aooor41DI w a na t au -, u.. a lahtel', ~ caz 17,,_,.pe11all7 
OIUOIUO. " k1at-Wa l la.eftee Uft, lU lnefttoU'I'IIIIII 
le 1M to (1) r.r..-.Uoa oa t.he ~' of poorlf paU tu 
oftlelala _. t) U.. M'lll--laall l oa the par\ of \he 
.-,lo - u .. ....._. '117 the ranU an4 ,.. ... , Nftltl -
...Ud ..- D 171.... De a1aleter fv*r etate4 that 
Iii .. u.uuo .,._. .. ot C!"'e•sl&l au 'Mtera u. 
011 - ntonalll h. lAI, lep\•'lllr U, 11M3, troa * 
....... ., --•• -... .. u ... 011.1aac'• ... ," w 
.... .,.... uao ~ .... "' • ....... ueeuo •uu• 
\o 'Ill D eeoa•ll\1 , fill aiiiletll' \MD e\aW \bat U 
wCM&lf. ao\ 1110 ,.ed'llle \1 ,..uet \he lla.a\ll of me 41e­
lileft1"\ftlq eltuU•• It vu ~~ \Aoqlai \bet vl\h111 a 
rear or D roar,... D llalt a 'lla4 11'1111 vu uallUlJ. 

.... 
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BlU fiSH '!OSf S::.CRt,'r 
c.s . sr.crg COPY hO. 13 
Q?r;J. NQ. 326. 

Info,...,.t ion receive.• up to 10 a.a . 4t.h October, 1943. 

(l.) . NAVAL H""'e llo ters . Jrd 

One of H. IA . rrawl ere mined and eunk off K~~n~bor . 

Oodoeono8o. Sar ly morninC J rd . A Qermnn ooo.-borne force of trons >nrts 
eaeortei by 2 des t royers CLnd light craft of£oe ted e. lMdinll 

on Koa . About 800 troops and uome tonku repor t&<! noor to"" of KOS .. tth 
· pc~rn troops lo.nding nesr /JHUIACHIA . 

Anti-Subonrine Opgn.tions . Home Waters . Jrd . 4 U-Boata won attacked 
S . YI . of Ieel:llld (C) . 

(2) lllLITW n.-u.y. 8th Arn 
A auceeasful assaul~ landing made south of r<RMOLI ,.hero an 

enemy eaunt•r attock was repulsed vith eoneideroblb Losses . 

5th 1.'!7?,)' E.'lolJIY resistance north ot !IIIJ'L~ bau e tirten!Kl . Aroourod 
trooi)Cl have romched IIARAIIO OI llAPOLI. 

Ruoaia See li . 0 . Telegram MI 17 of )rd October. 

(3) /,II\ OP.,P •• riOIIS 1\'cst.ern l'ront ~nd/Jrd 

963 tons drop • .ed on t.!U!l!CH . ~. 113rsu~ere (8 . 26) drop ·ed 
258 tons on 4 air fields in FIWICE o.nd""il1J(.LAII0 . llediun o.nd licM bombers , · 
C:ropl*l M tons on pow•r station• in North fl'.i.NC£ . Typhoona attacltod 
harbour<> ot .PLUSP.L~G, BOOLOGlli!. ond filCAIIJ' . 78 aqu¥drone of fight.ero 
providdd escort t<nd carri;d ou• ncope . t:neay ooauaHies 25:. 0: 10; 

our• 1. light bomber s and ll 1'ithtere. 

ll'C!/4t.h Aircraft <'cspatch&d. - Kaoael 547 (21. uisdng), Eanovu 10, 
Aachen 1., CologM 13, Son-ainln; 7, Leafl•ta 7 , lntro<lers 31 , 

Anti-shipping 7 , . At KASSEL YOaLhor gooi ' " d f&irlf good concon Lrntlon 
of boc:lbe , ;;0011 firs> Nporti>d . 8 onot'ly 1\tNrnft ov : r mst Anglla cnuoins 

littl> da;•CL&• end fo" casualties . l ll.i:. 410 doutror!Kl . 

Italy lat . 152 fightere bomb.irs nttacltaJ cooi41un1cr•tiono North •.n-' North 

~8 t of NAPLES . , "nomy t.t. T. d•O troY·'~ or clo.•n!OU . 

let/2nd. l'loUingtons droppud 50 Lono on br1<!~ua 18 miles N.l'l. oi' Nt.PLI:8 

and 59 tons on COI.lb t ro'l>d M&r rol\l!lA 

.!\!!.!1• 76 fig)'; tor bomberS t.ttockvd trrnoport 1n I&..:IlNIA a r '>o , 

Oodeenn•••· 1st/2nd 5 Bcauright.era bu•l>>J IJARITZA and c.u.Aro air 

fields on Rho;•• Iclond . 
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