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b) ~ .laU.ba .,.,a. 7Ua C.rpo,.uoa 
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o) .. ~!!!~~~·~·t·~ -~~;-~t~-~~i;;i 
at aft:r ~. oT1Ci¥1 autllorlt7 OODb.i.JI­
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\) Lie-• .. al~ hi'IIM lt7 'l'r .. R%7 will re­
aa.ta1Jiforc•lmUlo\buvle•orUre4-

c) Jo~~~~~k: ·p~~~i.4;.;\ '~; ·a;~~;;i '.bf.ii~~ ·'' 
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-1.-(Cotr.Ua~d.) 

LaUtr. .U.r1oa 

~~•llllha.\1011- J/2{"2 •• •.••. • •••.•• •..• • 
Mal col 
---Slh·•r - 'lt./2)~2 ••••••.• , . , .•• , . • •• , •• , •• , .•.• 

..... = :!~;:~: ~~;r~2:::::::::::::: :::::::::::: :: :::: 
Wad-lou,. 

SIJ lh'bllhaUoa nz Chtu. - 2/2/'!f2,., , , ,., ,, , •.• , , • 
DJ 1\a.'bllha.UOII r11 Chlu. - 2/9~2. ,., , .......... , 
~-.rd. I. lhU1111u, Jr., (l,eDd.-X.." U.lllhtn.\or) 

oaJ.bt on l!DCJr to thcue pr-oc:re•• of pvcha" ad. 
tellnl'7 of~. coM., puU~lT ehel, 
10!}~;.![!!r'~i~;j_;~·~·;~·~~~;:·ht 

1! aMte4 priori u" W'lll ' ' aaQ4 of Ye:r 
ProcbaoUoa Joar4 to e.JPH,l te qu,.,l'T -

ll) l)r!!!9~\i\i;;· ;; ·~:I.~~ ·~t~;i~~ ·\;be 
'oo'llo&b\forltuada. - 2/19/42 ., .•...•.•. -.-

!'.ad=:, Joh4 ~. , JOroel4CI\ , Oener.U J.ailato 
11la Cofl)Ora.Uoa 

sa roretG~- ~ Colltrol- J/l2N . .. ............ .. 

K&nlla h,J J.z-.. , 16th ••,.al Ohtrio', ._..,. Per•o~~ael 
8SZ 11~~a~~c1~~t.:, Oouma~nt (\'ar 6ad.JlD )oM,) -

•tYJf'>. ••. ..... . ........... , .. .... ... .• 
Ka .. .na Pov•r Llae 

Ill 111Ter- "/2Jf42., .... , . • , ,,, , , .,. .. ., .... ,,,, 

....,,. 
ID SllTer- 'lt./2)('42 ••.••. . .•..• , .. ..... ,, .. ,,,., , . 

1Cll1\ar7 .. J'1"1~ 
DUr oppolt4 \o Yl.l ~-t frafUIIC 'fr•11117 

ation:e,.. to ''"" ._. a.U OJ'1le7'1 for t~ebea, 

:~~~; :!!n~ed.wv::-:ro: ~~,.~-~~··· ···· a) 'fo Aate, OJ1l7 J ae~ ha1'• ben d.aferre4 a t 
101Jr1e. requeat- l /22("2 . •• •••• •. .• • • •• • •• 

:took 20• 

107- 26 
144->15 

160-<1 

1b0-61 

160 

21}-JOl 

)92-"'J 

52-55 

5}-55 



- L • (Contta~d) 

W.Ua Merlo. 

~~a·nuuuoa - J/2/142 •••• , ... , .. .. ... . .. . . • .. look 201 19&-'7 
Mulcol 
-..-.Sllnr - '4/2J{t&2, ............. , ..... .. , .. ... • • J9:2-'40J .... = =~~;:~: ;1;r~2 : ::::: :::: ::::::::::::::::::::: : 

Lc4.-l.uoa 
Ill !ta111Uuun ro1 Chllla- 2/2/42 .... , .......... .. 
Dl liab1lhaUo11 ro1 Chi-- 2/,/42 ............... . 
14.-rd ll. StdUIIlQ, lr., (Ln4.-X..oo J.Ulllidratorl 

Mllod Oil IDU'r to dhcnuoo procrou of p-arehaoo ud 
dolh-117 of ~~ coo4.o, parUO'Al.Arl;r otool., 

to:)~;.~!!r'!~i;~rt~;·~·;~·;~~:·~t 
1f a1141d prlor1UII wlll lo uQd. of Vu 
Pro4aoUoa loari. to upodUo lelh"o17 -
2/l'J/\2 •••••.••••.••••••.••••...• •• ..•.•.•• 

b) cn-.. t cru-UUII of t.d-L .... alltorlalo "MlAc 
\ov,cbt tor lhl11l a - 2/l 'J/142 ........ .. .. 

- N-

I'~, lohA 'll, , Prootllrlt, O.nor..J. .b.ill.fto 
Pl~ Corp~rattoa 

Sl:l Jorolp J'nDb Control - J/12/42 .•• . •••••..• 

Maztila Bo., ....._, 16th laT&l Dlotr1.ct, X.T"J Poroor.aol 
8U :rl.IUUiclllf:, ~lr:IDC!t (~ !oTlnp "loW) -.,,.,... .................................. . 

kanllDA Povw.r Lillo 
liD !11Tor- ij/2)/42 .. ........... . ....... . .... .... .. 

Kutco 
SD S11Tor- '4/2)/11-2 ............................ . 

Mtlltazy SorTie. 
!XJr oppoo.a to Val' Dlport-t 4ratUnc '!~ 
atton:o~ \o ""'•" attom171 t or the.lo1To1 , 

~!.:!~~ :::n:~.!o!V:~:!r': i~~.~~···· 
a) !o d.ato, oal::r J hD ba-t-1 bon 4oforre4 a t 

lOUr'•· ro(\U .. t -1/22/42 .......... .. 

10>.06 
J2)-JO 

107-26 
1""-"5 

160.01 

1 .... 1 

160 

21}-)01 

,,_~ 

,,_,, 



.... 
McCo....tl, •'ben 

• J'or.lc:a ~ Ooatrol - J/12/'42 .••••••••• : • •.• , , hok 201 212-)01 

McOonllok, Col. , L •• , Pndd,mt ..... 4 lubllah.r, 
Chtcap frl boulse 

-.:~~':1·-~~~~-~~~~~-~~~~~~-~~~ .... • - 1}2~) 

- J-

la:.P;=.~. l::,::!t ,:~l:!;~i:r~ ~M 
'IYJP.> ••. ... .............. . .....................• 

Jlew York State Power .luthorU.7 
111:1 1111'er- 4/2)/42 •. . ..••.•. • • •• • . , . . .. , .•..••.• ,. 

lorth and SouUI !Mrlc.M :!t.rlk 
SD l\ab111leUoa - 2/2)/\2 • • ••••........ •.••• • ••• • • 

- 0-

)16-U: 



-.-
Pboto~icl'roc••••• 

: :!!~{:-::-::::~-~~ji:~~:~7:~~~~:?:~~~ 
Price A.dll11l1etn.t1on, Oftlce ot 

=J~7:o~~~~~~~~::~~:~~:~~~:::: -.-
JIIQCIDit1'UCtlODJ'i..r.u:l.c:e0orporat1C11 

BIJ'lllanda,s, oo.,.l'!l.laDt- 1/5(42 •••••.•. • •... • •••• 

Ru..ta 
!IXJ Lea4-Le.•e - 2/19(42,,.,,, •.• • • , •.. , ., • . ,,. , •• , , 

-·-
Scberblc 

aE J'ordp Plmde Control - )/U{Il<, ••• , , , ••• , .. 

IUYer 
SD ltab1lhaUon - l/22/'42 .. . •• , .....•....•.... . . .', 
!'ru.IUJ7 ·~nt: .... tttr- or ~ ot Slln·r Pur-

~)'OD"':'r~=~~ii~~·~;·;~;~;;·i;·~;ii~···· 
,_. •1Ul'lut ,u .. ,r to truhah7, Wlort 
1r.cr-•• ot 11111 hae £TOwn. t l"U**40udJ" -
2/2{42. •••.•.• •••• ••••.•.••••..••••.• •. .• •• • 

164-)5 
212~)01 

1-2 617 

160-61 

• 2SC.JOl 

• •• 



- I - (Ooau..-.4) 

Ub• (Coai.Ur."*'-) 
ll) I~tr7 ba1 ll"a .. tiiC dlur tcii.<IDA of 

•t•rt-.11 .. ,.. tbw. ll a lhoMace. r<aeh 
a1 llad 1.114 U111 1DOnoale4 oo-rct.&l Ul 

a) Ci~1~ap~ce'P~ ~~~~;ti~·;r··· 
dhll' liD CUI *'-• of U.a lhorh.CI -
2/2/42 • • •••••••••••••••••••••••••••••.••• • • 
1, Co1t of oo.a.tiJ.aer aot aatlrtl.ll;r t .a.­

er ... e4 '117"-*• of 1111'_., 
'fr•I'WT lecal 4hhtoa h 1t\ld¥1oc prolll- at 

*•th1r tJ1 can r.t .... e 1111'11' 1tooQ tor co-r­
ct.&l :PW'JMII" wlthou\ lectlla U1'1 ~a~.tbor1t7; DIJr 
bl.1 rec~e4 \wlM 1a ,_,. tl:wo.t. .U. dl ... r 
l~S.lat1~ lie ,._,.114 - J/J0/42.,, •••••• , .• , , • ••• 

a) Voul4 'be ... to,. replaclq atMr crtUc.t 
.. t.artall 1tleb ... Ua, coppar u proee11ltlf: 
&l.un., etc,, dber wov.l4 later lie r .. 
turaa4 or aewl.)o a1M4 dhar ue4 \o r .. 
tuw-.• Oo•ln~a~nt - J/JO/If2 ••••....... . ..• 

ll) 411 D-17 a1Jia4 1111'_. of WllhTD b..i~Pben, 
cuh14a 'O'S, h lla1Jl(. '-kill 'W co-rctall1' 
at prtea eooaWIAt 01'1r TrNIUJ7 flf;'<U'a of 
J5ff par OWIGI - J/J0fi'2 .. ,,..,,,,, .. .... 

cao.eTDitln\ D.Dt b\qlc« dber, all C01q t.ato tn4u.­
tr1al lliD, bu. I. Wider teJ"Wa at IICJ"'-t, tt bthe­
trlal 4-lla taU ott, Mulco wt.ll 1.0'1D tell to 
t11 - 3/YJ/Ifz •••••••..•. . ..•.• • ...•. . .•...••• • .... • 

Slhar aoctraet ta fllnleh Jew York State Pa.,.r 
Mtbortt,. 126,000 n,,, par w.t for .U•U\11 
~ of •artea t o W114 .,.QIIID.I. poveJ" 11111 
h held \lP '117 Va.r J'latlt COI70RUOD 011 - loll 
tedm1ealit7 - il./23/42 ........................... . 

a) V!U be u.e4 at 1ubtUtuh tor copper-
k/2J/If2 ............................... . .. . . 

'b) Le&ialattac llet.nc u.ft.S. to paJ"Wlt. !raaa'<1r.f' 
to 1111. .ther outrtcbt Md raltne :'re .. -
VT of 1D"--U7 r .. pondbUU:r - k/23/42 •• 

c) BHJr t .. h that, with 1'1l&\ lllcraa .. 1a tn.4ua­
tr1.al ~e for ether, 1t ll'loulo1 be 
poutbl• to 1111 ather lllwlT 11tn.ad 1ft us.&. 
a t ..orl4 IIIU'Ir::•t prlc•'l fll,•ore repealin1 
all atlur h chl&Uoa - k/23/"2 • •• . . •.• ..• 

Book 201 10ro5 
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111Ter ( Coatiau.() 

- • - (Coll.t1Jmed} . 
1, KuiONl .. 4 Oeaa41M pr1c" are }51 

OtlllO• - trl •laM d b•r, 111 01Uic• . 
2, Kore lil'l'w tbat cu b• w'baUh.t.4 for 

copp•r. etc. , .... , -" boal.lth ou. 
b . ..... 

}. JCa.ioo aD4 c.aa4A Vl.'41 faz b.'!'• aaln­
tt.i .. d. }51 pri c. \out. 4-.M will ru. 
pr1oe lip 11 aewl7 •laed. trs 1llY81' 1a 
aot rebated. fer Mh a t vorl4 a&rbt 
pr1ce, 

16\h Jaftl Dt.tr1ct, ICaa!la J- ArM, la'I'J' PerH~~Ael 
11:1 Plaa4c1JI&, OoTe~t (Vu- la"la«• JoM•) -

ll/J0/'42. •• • . • . • • . • • . • • • . • • • • • .. • . • . • • • . • . • . . • • . • . • ~lr: 201 1121l 

fS!eeoht t , b7 IHJr 

~ ij;,,£~~~-~~~~~~-~~~-~~~~~-~~-
JDI.Jr t o ~fill: fro• Wu~ca, Jano.a1"7 26 , fer 

'b•ufst of W.:. lprln.c• J'ooa;datloa - 1/26/lfz .... .. 

stabiU .. uort. 
~ Jl, Whit• 1a Jtio4eJ'anairo aU•uUft&" oonhnrt.c. 

of .U..ricu wrki.a.a 011 plan to tdabliab oo-rt. 
unit of CIU'I'tftC¥, ~rh4 'tlr p U or d1nr 
.ta'bllh•Uort. tlul4, for oarr7ins oa iatV~~&tloul 
~rt.t.~-1/22/42 .. . ............ . ..... .. ... .. 

a) Sh'bllht...c currne7 of aaUo111 t oo ~lex 
to 11ftd.u-bk11 loult t o Ch1ua .U ofltr to 
Ar,...U..D& •~'~ ...,., to help tl::- atab1ltr.e 

'b) JD(J':':~o:a.::r:c.!::o; ~t·~·· 
DOt be lla1te4 1A 4aratl~ - l/22('42 • • , ,, •• 

o) ,j.,rJ'(IIDtia• Cort.Q•" b.a.l rt.ner r-tllie4 loaa 
olla1"141 na t'v.d• b.t'!'• b- v1 th4t'lt.w -

l/22/42 •.•• ••••••••••••· ••••••·••••·•· ..••• 
4) .laarl c.n lrll.till•n wolll4 beoafl\ 'll7 elilltrt.at­

lllc u ot.anc• rhlr: of a.alint; 111 Uprae1ah4 
curr.aciat- l/22/4':! • • •• • ••••. • ••••..•. . ••• 

,) Onl7 '"lr:in« to ••ta'blhb an •u;port Ullar1 
- 1/<!2{42 • • . .• •• • ••••..•••••• .••..•.. . .• . •• 

..... 
•• 
.._... 



-1- (Contu-4) 

StabtUaat.loa (Coatti\UK) 
~ :,~1:: =::-.r::.c:!:.-,;!:rr:·ur;~···· · look 201 

ll) X.:~:::-.!:. '!::!!7 ~ ~";o~1:e!~i' ~ 
1 

!:!:-:~;t:t!~'::a!J! ~~~:.~.~~~-
1. ~ aho ct~hc Mlp. 

c) £ou ~ M ta tora of lloth doll.r• Mil col« -
4) ~zr.2~-,~~·;;·;~;.;.i;;·\.du;;·;;~·Gb;:~··· 
•) LD::

4V:11 41
M-:rr!:!' .::t;t~!!14~ ·c.;;;;,;~;:'' 

will BOt. oo- oo.t at ltahUt ... uon PuM -
Z/Z/42 ....................... ................ . 

t) ~ pnrlO"CU Sta'btlbaUo~: &4'9-•e•• &e~~i.Jitt. coU 
of f50 alllt oa ..ch -a. to Chllla - 2/2/42 .... 

c) ._.rt..~M. J.U.: hn ..U loau aho, N wll 
.. ~x.u • .ak1.ac l.arp oo•t~h. but. all b-.• 'bMa tUI&f!1etnt - U.O.. Oc~•• &~bol t.o 
.abo f500 alllton approprtatlOD - 2/2/42 .... .. 

Io::u!:.~ :r:r:-::n:~:!r~t~1~~r!;_i-':j9}t2 
!!MJr t .. h th•n h 1l .. 4 of lfor\ho-Sout.h .._rl<W~ 'bNik 

uol •o•• torw ot qat.phertc .x~ to tt..btU.­
pvehad%1£ po-r c! oU..r •trtea:n UUCINO -r• 

·~'~~!!.':X::~."!, ~~aU:.ri~!!'t.~ii) · · · · · · 
.tu4 .. t•1 l&llrl" 1zl US, •• ~with 
}IIU'dladq pciVIt' of D'S ~lOT&el 1Ja ~1111. 
._rle.,. -tr1H 101ber11 u~ rata h 

"' .u!: ~~ !:::~ ~~~~=~~;;·;;·urr;~~~;· 
1A u.cheD .. Tflht in .. ell kU1l AIMrl eM 
CIOW'itl7, th•T '"" Wla'bll to l1o bualrl"t 
wtlht~othtr- 2/2)/42 ••••• . ••...••..•.•• 

St alltUtaUCII foCTIID.tl:lt ~ v1th le\la4or - )/2{1t2 .• • 
P1azr, tor b.aaUtac Chin••• loaa a\41 Uac app~&l ot 

~~~~0; ~!!C;';,iii'b; ·;;i·~·;.·,~~· 
lloob M4 tr-tft n vtll 'oa ..U to Teolnfll I.e••"• ~allk •• ~ llrav on U - )/2/1'2 • . . , 

115-16 

185-86 

.. ..... 
196-97 ,,, 
,,, 



- I- (Cont lned.) 

hallw .. u • l'tiD4 = ===~~::::: ::: :i:: ;~~it:~:::::::::::: : : : • ook ~~ 
.. ll•'btU ... Uoa N l ChU.. - ~/9P.~ . .. ... . .. . .... .. 
Dl ll•'btlltuto~a r.l Sw\l:r. ..,.u1oa- ~/2JP.2 ... . . .. 
sa Shbilb.tl oa N l :l~r - }/2/IQ., • ... , •...... , 
sa Sh'bU l .. \1011 N l CbU.. - }/2P.2. , ... .. ....... .. 
sa 0o111. n1 ll11l1J14 - J/YJ/'42 ••.••••.• •.. . . . .....••• 

ShUlAiu., 1:4~ .1.,, 1r ., .l4111zLht:rator. O!flce of 
Lell4.-l.taee U.1a11\:rattoa 

SD Lea4-kaee - 2/19!'-2 ............... :· ... .... , ...... . 

Stock h~. Jew Tork 

~~l)-:r:1,,~~~~~-~~~~~-~~~-~~~· -4 

•u 
hceeeProflt tl = :~:=~l::;::n;.!(~~j0i42 .. : : ..... 
Inc_ I 
-wJr vill cond4er plMt to MN:e 1t eaeler t or 

~reoneloll~~,&:t.helrJobt, he to-rco:rrereloa, 
to Pfq lac- t.zee - 1/22/42, . •••....• , .... , .. • 

.Ill fu:, ffL!=:)!z-at Secw-lt1H - 1/26/42 ......... .. 
SD fu:, fu- ZX5t lemu-1UH - 1/29/42 .... ..... . 

i~~HlB~~~~tt~0.~t·; 
l'!r.~~-Cftpl\al; = ;~;:::1&!!:~~{~':!7;oi42:::::: ::::::::: 
Lefo'!!!!o!~e Co~LCTeeelOllal tlDaDoe -ltteee ~ 

fretU\U'7 t:..•e ..:!opted ru1w pzoo.cedure of ba•b.t; 
tbelr re.,.cth'e etafte coU..bore.te on vorki~ 
0\l.t 1tc11t -.Walb' ~'ble tq pl.&D , 'be.tore ~r 
teeH !tee on lltU -l/22P.2 ............ .. ...... . 

lfio-61 

• 24-Jl. 



hz (0oaUA..t.) 

~r h ooafld•• fT 'ltUUon aet:.t tor b7 
P u .td-.t 01111 'b. 1"&11H without cpnUoa 

,. ! ax, ;~\·;;~ili~· :·ij26;nf2::::: : :::: 
ID ! ax, !~t See~U"lUee- l/2'9f'ij2 •. •. . . . ..• 
OontereACee 'ltet- Co:~,~Te" aad trw.....,.,. tu 

etath hat>• b- helpl'ol AM U•• •a"'lllc: b 
IICT'Hlllc 011 *tl7 q1111Uoa.e ot t&ZAUoa barore 

'Itt!~ i:.r;a:=~di.~!t!;·,~-~~i,.'b''' ' 
... tter ot~-2/19~'2 ................ . 

JIM.Jr w1U t .. ut:r 'ltetore KoUH Va:r• aad MN.Ile 
eo-.tu- 011 Manb J, 011 Uue to 1'&1•• sr 
'ltl!t'~.; :!2f!:2;~~:·~~;;i,;~;i'\j'~~···· · 

p1A4: i.Dto ~ to~•. w1U ba ... t o be 
• h o r'bed '1t7 tbo .. r-lAlfiC 1A c l Tlll&ll 

'It) J.dzl~~!!::o; !{~~!;~;ri'\~·~·~;;··· 
tax - 2/2J{lt2 .......... ...... ... ... ..... . 

RMJr ct'~'•• prau eop7 ot Ita"-•'• to 'b. 11&4• b7 
bia aDd Randolph Paul 'lt.tore Rouee lf~ M4 Kecma 
eo-utea outlW~ '1'r....u17 auu,:eaUou 011 t1ret 
a... ... u. ~t ot We.r- J/2~2 .................... . U•• BI'Jr ' • at.a\-at pp. 2C*-~JJ; P8W. 1 1 atat ... ·-t pp. 2JI'-259) 

!1\Tr hfte ~!lolpb Paul c11'• preu !'r .. I'Ur7 '• 
4•1'1.=a1ttOD of eu•u pf'ollh lU M.dl 'ltJt & COD­
cera. Ill aMlUo11 to ~ crMU aa diaUI\f:ll,leh.­
ecl \at- tax 011 lllnlt.e4 ~Ual- lt./21/42 .... 

a) IMJ'r 41.-ppolnttod bot .,.. DOt IUke4 ~ 
t.at1!7 oa hh ntt1Aal 6~ w.eHa proflh 
tu , t~gt plall pr .. eDhd to~~~ h 
upectH to pf'Od.w:e a'IHN.t 1500 llilll oa 
DOn tau1 - lt./21~2 •••• ,, ............ .. . 

'It) I11 d.lee~UelD.c t 25,000 l UiltaU on 011 ...J.­
arl .. , IIMdol,ph Paul poi.Dh out1 l ) with m b~ OD flOO , OOO i:IOOM , 118.11 would 
ha"'• t o -.alre $290,000 t o olea:r t5(l, OOO 
alter tuea: 2Y• to ole!ll' f25 ,000 atttr 
fad.eno.l t u " (•tata, aualelp&l, a t. al,, 
not oone\UrH) 111111 would b«l'e \o MMI 
165,000; J) JllaA4olph Paul wUl -near 
bldore 'lqa aDd kallU e-.tu .. 011 April 

:'.k.:" ,;';'~~:~!:. ·~~lz7;.!~~~:. ~ .. 

~k~l ~)1 
57-10 
9'1-95 

l5J-5S 

157-51 

l17-S2 

,.., 

"' 
204-59 

• ""-20 

• IK:*-u 

• .11-20 



- ': - (Coottn.4) 

1'u: (CoJsthud.) 

,,=1~. ao.ei"QQQt - '4/YJ/'42 .. ... . . .... . ... loot 201 42T-J5 
~lh!: 'fy-!!wt S!!j!Vitl!! - 1/26/142, , . . .... .. 

11:11 t.u:, ~'-itt!!- 1/29!"2 ••••••••.. 

::::: ~'!~,27~: ::::::::::::: :: :::: 
~·~:: ~'!';,;~~~~:: ::: : :::::: : :: : :::: 
'iii\!:~~- }/9/42 ...... ........ . 
St.#t.hl 

-=::::: ;::::: :::!:t::: i~~~~:: :: : ::::: = ::: =,~,;':1ii7i'i::::::: ::::::::::::: 
Stwihet 

P .. eNTOh %llrldon of OP.l t.nl1eht4 RMJr fllttt' .. 
.t\ow1nc pot•Ual ~t..ac M 4 t.u: pow.IT ot 
•nloua 1- croup• (.,.,,..., f • t17 of 3~ 
p•noo,) •• baeh on which he oppo .. d. lowrlnc 
lnco•• \.u: u:~Uo11.1 or bipod ftC Nl" tax, 
I I follOW! 
l, *750 laoo.. ot dDCl-1 p1r1011. ,..,, fl)O 1A 

1ht t a.n• f M.er&l, Stat., &114 loul \u:ee: 
or 17 .~ ot 111e-.; woJk. I -• to p.;r 
t -.u•. (19'iz M.eU or rM•ral , 1"'1 bub 
of State aa4 loeal. tu: t1CIU'"). 

2 . fl500 1aCOM ot aan-1-.d. penon with 11.0 

~~h ~· $250 or 16.~1 wor\:1 about 
1 -m to pq tax••· 

J. ';~-.r~~!~.~~·~~~~~::!, 't.~. 1::-~..:! 
OOIIIIUAUT, 

4. r .. tl¥ lae<~.,. ot 1750-$1000 b 4•bt 1176, 
5. J'Mll¥ taco .. ot 11000-11250 1" Ubt 1104. f 
6. run., t _ .. ot l l250-Sl 500 ''"'' 146 a ~..:r, 
~: :~171~':::':r1h~'!r":;:~t!!.,; i{~:2• • • 
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SECRETARY JO:JRGENTHAU' S PRESS 
COIIPERENCE, JANUANY 5, 1942. 

$o;:J.etim.e next week we a re goi ng t o do a 

li t tle refundine . Here is what we ar e goi ne 

to refund. (Handing papers to Preea. ) 

These securities wi ll be ref unded into re~lar 

Treasury luuea . 

Recular Treasury? 

Yes. 

Uotes or honda, or ar en ' t you reacl7 to 1&¥? 

I am not r elldy to say . I haven ' L ca'J;ht rrq 

br eath . 

They will he refunded into t:hat, oir? 

Regular Tr easury issues . I mean, thue RFC 

notes and Federal Far11 Security hondo. 

T'ne offerinc will be next week? 

Yes . 

That h , you mean you will announce it next 

week? 

~~e will do it. We have got to do it before 

the fifteenth . 

• 
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We hAve got to do it before the fifteenth . 

Do you have an open JM.rket committee aeetlng 

scheduled? 

No . I don't know whether we will han one, 

but we will certainly be in consultation with 

the Federlll Ruerve Roar d . 

1VUl this clear you up until June? 

I think until June, yes. in ood shape . 

How about new mono;y? 

New aoner? 

Yea . 

~o, we won ' t need &Il¥ new money in January . 

17e hadn't planned a:tll · I aean , what we had 

planned, 70u see • I don' t know whether we are 

&Oing to be able to work it that way , but -

well , I won't make o.ey forecasts, but anyway , 

we won' t ask for any new money other than 

Delense Bonds and Staapa. 

In other words , beat tM.t Deceaaber r ecord? 

Oh, yea , I hope ao . 

Haa a date been set for your appearance before 
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the House -J/qa and Ileana Co:nlttee on taxa· 

tion? 

No, there hasn't been . 

!low ia. the ao·called tax program gett i ng along? 

Could I postpone but not skip that quution? 

Of courae, a ir. 

They hue just e;iven •e thia . I huen ' t had 

a chance to look at it . Can I do 11If homework 

in your pr esence? 

Certainly. 

I will read it out l?ud, and then ne will 

decide it it is worth givin" to you. 

A.re you sure it doesn ' t have af11thinz; to do 

with taxes before you start on it? 

No . 

"Sales of Defense Bonds and Stups in Dece110ber 

totalled twenty- f ive million six hundred titty 

million dolla r s . " 

I will ,..ive you this if it is aey good. 

~This h four times a s 01ch as the amount 

sol d in flove:~~ber and is more than the total 

3 
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sales of these stamps for the six months 

between Jlay 1 and October 31. Twenty-five 

cent stamps wu by far the most popular durine: 

December accounting for fifteen million. ()]. 

tba basis of dollar value, the figures show 

almost a hundred 111illion individual etamps of 

all denominations reported durin"' Nonm.ber . 

The larce share ot the credit for thla wonder· 

ful rnult will eo to the nn.spaper a !or 

their carrier boy distribution and the nowll­

papera for their pro:notion." 

How can you ge t a better story? Your adver­

tisers on one hand and your nnsboys on the 

other . h it a :sale? All right. 

Uothin3 about circulation figures , ~. Secre­

tary? 

I think we will hold thi s for now. 

l.tr . Secretar;r, why haven ' t the investment 

banker s been asked to do more in connection 

with tha t - with the sale of Defenae Se.Yinga 

Bonds? 
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For baekeround, while the old - I t hink I 

told you men thh once before, but I will do 

i t again. While the old president was in , he 

wanted to be paid for wha t t hey di d . 

Wanted t o be paid? 

Wanted to be paid . And everybodJ" hu been 

simpl7 grand, and we haven ' t had to Pl3 any­

body. As a r.atter of fact , it ia an eobarrau­

ment r ight now how maey people want to help. 

Now, t he new preeident , whatever his DM!O ia? 

Fleet. 

Has come i n and wi lh him fl. new policy, and 

t hey have offered to help on a patriotic bash , 

and we have accepted it, and we e.re just in 

the proccua of workinv out an arranr e::tent 

whereby they cAn help . 

Is that f or the recor d? 

Well , !or the record , the IBA, through t heir now 

pr esi dent, hae orter od t heir services , and we 

are goin1 to accept thea , and I am sure that 

they will be ver-; useful. 
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The other • as tor backeround? 

Well , I would forget it . He is out . What h 

the use? lie went out with Pearl Harbor. They 

have eot a new deal i n there . They suddenly 

di:Jeonred the American tlae;. 

J:ow, can we cotle back to ta.xes , sir? 

Texas? 

Taxes. 

\'Jhat about Texas? 

!Ion i3 the tax program getting along? 

I can ' t help you. Did you know t hat - hue 

- you seen "~bo"? 

Yes, I did. 

Do you know ~bo couldn ' t speak? That h 

'l'l'h,y they called him Dumbo . 

Yes, but he had Timothy l.(ouse with him. 

The trouble with him ia thl\t I have eot too 

many Timotby l'ouacs. 

I r,ould like to meet one of them. 

T'nere ar e too lll&Jl1 of the~:~. around, that ia rq 

trouble. 

Just to e:et UG atrafdlt,does that mean that 70u 
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are Dur:lbo? 

Th.a.t means me And Dumb.o, v.'e all, aa the ad 

said today. 

J,lr . Secr etary , could you a.nswer thh question? 

Is there a possibility that the t ax progr M 

will be hel d up pendine; a showing ot lha 

Defense Bonds aalea? 

No • 

You eave out sorJe or etty rood suggestions 

i n your radio address l ast nir;ht . 

Th~nk you. 

About tho famil7 budgets being altered and 

taking i n five, ten, or fift een percent ot 

their pay check which indicated that it )'OU 

could pouibl,y ~;et it that wa:y· -

You wouldn 't need an,y taxes? 

flo, I wouldn' t eay that would forecloae a ll 

tu possibilities, but it m.i~t minimize t he 

need for this withholdin: tax we have heard 
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a lot about . 

Well , when do 70u men have that budget 

school? 

Tomor row. 

Hell , you will know a lot more then, so keep 

patient. 

About ta.xes? 

Yea • 

Ch, it will be in ther e? 

Non, cosh, don't- you know, ait tight . All 

I said was that 701.1 will know a lot more after 

rou .see it . Now, don't lell enything to your 

editors or &l'IJ'thing else , pl ease or_ otherwise 

1 will get a call .Crom one Stephen Early. 

h he very touch? 

He ie !air. He can be to\lf)l. , but he is !air. 

b- . Secretary, when will you announce the 

details of your re!undinz on thi s next iaaue . 

(Discussi on off tho record . } 
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Well, I don' t know, but chances are , and t hie 

ls j uat for you gentleman , t he chaneea are 

that you wi 11 get 1t Saturday for Sunday' s 

paper s, but I am not going t o comlt IIJ'telt. 

Saturday for - -

For Sunday' s papers . 

A refunding on Sunday? 

Announcement. I t will give them an extr a day - ­

To think i t our. 

To think it over. 

And then you offer t 1fi'O iuues., 

N'o , I don ' t know. Why not give it to them 

Sunday eo they can have i l and have an ex 1 ra 

day'? 

But that is a precedent bre&kin:; thine . l have 

never hurd of that . I n the four yu ra I have 

been here you h11 f e never financ ed on Sunday, 

made an offering, rather, for a r efunding . 

We are not making l t , but we let· the fellows 

read it at home --

Can they read those '!'reuury circula r s , Mr. 

Secretar-)'1 

On Sunday'? ?.'ell, eomebody is going to read 

9 
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them. The papera publiah the11 . Yl11y not 

let them reed ll on Sunday and U1en go to 

thei r u fe deposit boxes Monday and get it 

out? Vle save a day th at way . You see, lf we 

do it W.onday, and t he chances are • we a r"e 

ric:ht up azllnat the gun on account of the 

ti fteenth, you eee, and then if we ketp ll 

open two days and let them read the thing on 

Sunday, the)' really h"ve three days to t hlnlc 

it over . We thought we would take aduntage 

of it. But t.hl a !.a all - s t ill --

That ltii.Ves II lot or r oom for speculation aa 

t o the secuf'l t 1 and other t hings . 

"'ell, I will feed it t o you as I uke up 

tll1 atind. Just as soon as I ge t l t , I wi 11 

feed it to you . 

i''ell , 1 do hope ll comes out early, u.; . 
Secretary, because lhe,·e are mechanical prob· 

l ema . So~:~e of the financ ial --

Saturday? 

Yea . Some of the financial sections go in 

early, and the Parllut we can get l.t for 

Sunday release --

10 
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There is no football ~· or baseball ram• 
Saturday attornoon. 

Ye s, I know that, but the sections go in early 

for both the Herald Tribuite and the Now York 

Ti::tos . 

How ear lj would you want it b7 Sa. turday? 

B:r throe o ' clock . 

I will proa.he to ive it to you not later 

than one . 

ll 

Oh , that it ennd . Is that on the record, tha.t 

the offering h coming on SUndar? 

no . 
(Ruume diacu:J:Jion on the record.) 

That is orr the record? 

On the r ecord, next ·nek . 

Ur . Secretary, there have been reports that 

you personAlly have favored and proposed the 

creation of a Departncnt of Supply or soc.e 

such a ~enc7, comparable to the British lfinistry 

of 9Jpply . Is t hnt true? 

Well, I hue no coteent on that. On the 
theory that i f I had done such a thlnr-, it • 

would be bet•een the President and 1:.e , and I 

never como:»'Jnt on those thine;a . 
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Woul d :you be inter eated i n beading such an 

i dainiatre.tl n agency'? 

I han no COII$8nl. 

Ylhat M l'e the flnal f i gures on Defense Bonds 

fo r Dece111ber'? 

FiH hundred twenty-eight aillion. Did you 

want the lbounndef Five hundred twenty- e ight. 

million plus. waan• l that the figure, 

lm. SCKNAkZ: Tbat is r i8ht.• 

H.M. JR• 

Q. 

.. 
Q. 

.. 

Five hundred twent:y- elgbt llillion pl us . 

Why do those dU!er f r o111 t he daily state111ent 

by just a tew million'? 

You can ' t. prove it by me . I m just gl vi ng :you 

what ther tell me . 

"r. Secretary , 11ay T ask :you this question'? 

I am ver:y much interested --

Ezcuse c.e . f think the f!gu re I said was cash 

deposita. That !light explain i t, but if you 

want lt 1 Chick will get you Ylhatever the 

arrangeo.ent i • · 

t.!R. SCHV/ARZ : There i s a tiae l ag in the deposita , J,U' , 

Secretar7 . 

H. Y.JR• I n r:11 statement last night I noticed five 

12 
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hunc!red h tntJ- etght ailUon cash deposita. 

WR. SCHWARZ: That is right . 

Q. I hope that waa the baais the daU7 went on. 

H .~. JR: Well, fi nd out for them, Chick. 

UR. SC!f,'li.RZ: Yea , sir. 

Q. These articles tt. t the Treuur y baa sehed 

under the !reedflb orders, those Governments 

who are in that twenty- six nation declaration , 

•ould they be relaburaed Cor lht.t 11alerlal a.nd 

have it added to t.he1r frozen asset.? .. 
Q. 

.. 

Q. 

My guua would be "Yea ," sure. You mean i f 

some of that atuf t belo!lied- to the French, for 

instance? 

No, 1 said to the twenty- six countries who 

signed that declaration the other day, not to 

make a 1epara te peace unleu - -

1 woul d think that - it is most likely French . 

I am just gueaslng, but it most likely would 

be French, Greek , and Jugoslavia, or aometbine; 

like that. 

Well, take thoae Governmente . '!'ake the quutlon 

o.( the Governaent of Jugoslavia. They will be 

reiaburaed for lt? 

13 
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Yea. I iaagine that i a who the •aterial wu 

t or, and Mien they went under they couldn' t 

14 

ahip i t , and i t 110s l eft in the nrehouse. 

Schwarz can check: up - chicle: up - not hiccough -

on m.y guesa . 

But the funds would etill be blocked. 

The tunde ~uld be treated jus t like their 

other funds . lt they had a •illion dollar a• 

worth of alwalnum bar a for t heJI!. or for Norway, 

the s tuff would be sold, added to their 

f rozen f unda. 

That h what I IQClno 

By the way, Ur. Secr etary, who are all theae 

people t hat were in here before ua? 

I will fir a t tell 1ou, and then I Oon' t know 

'l'lbat 1 u going to do about it. They • ere 

Walter Dhney ,and people ! roa his office. 

Have n announced that he ia maldng a pictu re 

for ua? 

l.fi. SCHWJJ\Z: No, sir. 

Q. . There were reports by aome of the coluanhts . 

At leaat in todar•s Post there is an article 

tha t they were uking pictures for the Treaaur7. 
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Well, he il •llkine: a picture, and he brout ht 

a s tory in and hill au hhnta , and all that 

sort of thing. 

That was the two gr oupa i n here and out then? 

Yea , they were all tlul a a.me. They had all 

thla - tbue drawing• here. 

¥!bat are ther aaJclngt 

i picture t'or the "'reaaury . 

For the aale of Defense Fonda? 

r am not going to say what i t h . We are 

going to keep that sec ret . 

I a it a 110vtng p i cture? 

Animated cartoon • 

Ca3be they are illustrating the budget , J.(r. 

Secretary. 

You wouldn't han to go to 1chool - but anyway, 

he i e here - they were here and going over 

it, a proposed picture. 

15 

Wu that the one you wue talking about portra7fnc 
Dumbo in? 

No, that WU 11¥ - lHI WOn ' t U7 what kind of a 

picture. We neur have an,r llt,)'ateriu around 
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t he Treuury. 

Q. Kuch . 

A· Anything d ae? 

Q. Thank you , str. 
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SECRF.TART lllRGEJri'IUU' S FRESS 
COHF ·REHCE, J&NUART 12, 1942 

I have been ukld to gin thia out. I hue 

onl7 got one cop)'. "ln Tiew of r ecurring rwaor t 

that the Govemment ia planning to con!hcate 

u~lnga accounts, Secretar y )lorgenthau today 

entered an emphatic denial that thi a waa 10 . " 

You had better get a cop7 o! it, or can I read 

it quicker? "'I wi1h to shte most ecrphatical17 

that t here ar e no foundations for 1uob 

rumora, ' w.r. Worgenthau said. The Federal 

Gove1•runent doee not have under consideration 

any proposal i nvolvi ng the confiscation of 

the savine a o! this countr7 f or any purpoae. 

•Furthermore• he added, ' any one circulating 

rw~~ors of thit character is acting agai nst 

the welfare of the nation. •• 

'&ell, can wa uk J'OU tbls question? h t here 

any plan on the •13 to either freeze aninga 

accounta or permit only the withdrawal of 

certain am.ounta tn an,- one certai n period? 

18 
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SECRiiTART lllRGENTillU' S PRESS 
COlli' ·REliC£, l!NUART 12, 1942 

I hue been uked to gin this out. I han 

onl7 got one oop;y. •In view ot recurring r waore 

that the Govel'lUilent ia plAnning t o confiscate 

aavinga accounts, Saoretar yllorgenthau today 

entered an emphatic denial that this waa 10 . ~t 

You had better get a cop.r of it, or can I read 

it quicker? ••r whh to s tate most e::~pbatlcall7 

that there u e no foundations for such 

I"Uli.Ora , 1 llr. Worganthau said. The Fednal 

Gonrnment dou not have under consideration 

any proposal involving the confiscation ot 

the savine• of thla count17 for any purpoae. 

'furthermore' he added, 'any one circulating 

rumors of thls character ia acting agains t 

the welfare o! the nation. • • 

Y,'ell, can we uk ;you thls question? Is there 

any plan on the WI¥ to either freeu sninga 

accounts or permit only the withdrawal of 

certain amounte l n an;y one certai n peri od? 

18 
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Jlcver heard of it . 

That ia sllllil&r to the telegr am tha t hu been 

&ent out? 

Yes. It acoma to be persistent . 

How about the tax on savings? 

1 have never hoard of that . 

Would you like to expand rour s tatement, Jir. 

Secretary, to take in any of these other 

posdbilitiu? 

1Jhat are they? 

Taxc&, f roezins. 

\'.'ell, this is evidentl.l - t hi s is something 

that Llr . Bell felt should be answered and he 

asked no to do it at this press conference, 

and I am doing it . It evidently has coco up 

sufficiently often to make a flat denial, 

which I am doin~ now. On the refunding, it 

has been well received and thel'e i s an assured 

succeos . 

In con!tection with that , Ul· . Secretary, 

didn't ret m;f copy until f'our o ' clock Saturday 
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afternoon. I had to hold up t he page on that 

financim; and almost mhaed it . 

Well , I cleared 1 t before twel ve o' cl ock , 

wasn ' t it? 

Urs. Klotz: Thtlt is right . 

ll. ll..Jr : I clear ed it before - it wu be!oro--

l£rs. Xloh: Oh, it was before twelYe o'clock. 

H. LC.Jr: 

Q. 

A. 

~. 

A, 

Yes, it na before twelve o' clock. I can tell 

you exactly, juot for curiosity. 

I am sorry to hue to compl ain, but as I told 

you, there arc mochanicnl pr obl ems on Saturday . 

.. en, I had you boys in mind , and l et ' s say 

that I nm rieht and I cleared it at twelve. 

There is no reason in tho world - I '"aVO you 

fl. deadline or when? 

One o ' clock . 

Well, there is no roaoon in tho world . '11\e 

thine was all mnde out . It was a question of 

one of two pro ~~"rams so lhere is no reason in 

the world wey the thinP' shouldn ' t have been 

in your hands by one o 1 clock. I wasn 1 t hero. 

I 
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I per sonally came and pi cked it up he r e . 

Well , I a.m sorry. It is i nexcusable . It will 

not happen again. 

I r eall.J' don ' t care·· 

llo , I am gl ad you did i t . I sq it is in· 

excusable, because 1 rushed myself to gi ve 

t hem a final statement, and certainly all they 

had to do wu to taka either plan A or pl an B 

and let it go. 

-,ven , in view of your anxiety to i ve them a 

day extr a , I wu afrfl.id 1t mi~t have missed 

thee. 

Well , it di dn' t, and I thank your people for 

gottinr it in. 

ldr . Secretary , ~yor LaGuardia thitl mornint;·· 

I mean often I am to bl ame , and I am willing 

to take it , but not this time. I hope the 

girl tells me twelve o ' clock . (Lauchter ) 

~~ . Klotz : She will. 

Q, l!ayor LaGuardi a this mornin'" took a crack at 

the Treasury plan for bills and also on t he 

tax exenpts . He aald he was --oinl to oppose 
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it a ain. He said it wasn ' t a war meuure, 

and the eitiu would be on Lend- Lease relief 

for two hundred yeare . 

A. Can ] let off 8. little blood prnDure strictly 

off the record? 

Yu, ai r . 

(Discussion ott the record. ) 

A. \Vell , it llr . LaGuardia will .uke up what he ia 

and then stick to it, I woul d take c.uch more 

interest in wlmt he has to aa.y, but that is jutlt -

no1v 1 feel bett er. (Laur;hter) 

Q. I aecond the motion. 

ntc ·whol e City of llew York seconds the 1r.otion. 

(Resuce discussion on the record . } 

A. It was eleven twenty- seven a .o . She is a 

truthful ":irl , and so a.t1 I. Eleven twenty-

seven. 

-~· ]Jr. Secretary--

A. l had you follOI'IS in :nind . I am sorry. 

(Discussion off the record . ) 
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\'l'ho naked me the queetion about LaGuardia? 

\'/ell, don ' t push me. 

He has spoken about tax oxu:pts before , hun ' t 

he . 

.h a matter of fact , he naid he coul dn ' t 

e ct in o. word ed[;erlise in t he l ast convcrao.­

tion . 

He said 1 t? 

Yes . 

He said he had defeated you twice . 

Vlher•c dld he sa;{ all this? 

At tho conference of ::tayors this corning. 

()t , he nu in that capncit7? Il wasn ' t u 

as Chdrmnn of the u . s .-Canadian Defen:~e'? 

No , it. was the conference of mayor s . 

':Jell , we 11ill see . 

O.Y. 

(Resune discussion on the r ecord. ) 
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ilr . Secretary, ia any thou.~t belnt given to 

a salu tax a11 a revenue mee.aure in the next 

program? 

I a.m still not goi n,c: t o be very helpful on 

thia tax program. I think you will have t o 

rol7 on your leaks ! r o= the Hill . 

ntey a.re gettin awfUlly crossed . 

Coul d you help us out on one particular, fir? 

Stor ies have been printed to the effect that 

one of the bailie methods used to rahe thlD 

seven billion dollars in taxes that l.fr . 

Roo:awelt spoke o! wns suggested by Treasury 

!or that Cotllllittec to be a withholding tax of 

fifteen percent. 

Let me again tell you what happened , The lut 

thinr: Robert Dou~ton said as he l ett thia 

room was, "Henry, it ie executive , isn't it?" 

I said, 11Ycs . ~ And that is the l ast thin ~r wo 

sal d to each other. 

\',bat did the others say? 
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They didn't 1ay anything. 

llr . Secretary, when do you contenplate he.vi na 

this noxt preliminary conference now? 

Well , I have been reading about it all day 

l ong and the start wtder Ur . Sta.m. and the 

s taff here in the Troaaucy are supposed to 

et to1ether, and when they han cotten to­

gether or han rone as far u th07 can in 

gettln~ tocother, then they were to let their 

r espective bossee know and me, and then we 

will have another moetine. That is the way 

it ste.nds . 

JU- . Secreh.rJ, \\hat do l'Oil figure i .S l'Ouehly 

the capacity of the Treasury to borrow? I 

cean, how much aoney is tl ere in the countr1 

to borrOTJ? Thirty-four aillion sounds like an 

awful lot to me . 

I would love t o be fa.eotioue , but , after all, 

it ie too seri ous. Well, as I told the - u 

I made the statement , 1 feel confident that 1 

can r aise the money that the President haa 

indicated 1a needed , and when [ tind that I 
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can't , I will give somebody else a chance to do 

it . 

Q. L!r . Secret a ry , Sir Frederick Phillips called on 

you today . Can you tell us wh11.t that was about? 

A. Oh, just routine. 

Q. Some very i~~porhnt lhln~a co111.e under the heading 

ot routine, don ' t they? 

A. Sometli::es . 

Q. Ur . Secr('tar;y, do you still plan to ~t :your 

prorr&m before the House 'NA{/3 and J,tean:J Comittee 

publicly by t he twentieth? 

A. Where did you r-et that twentieth stuff? 

~· From various souren that should know. 

A. ;tell, nho am I to ar e with your sources? 

f). >7ell, I ft!:l not tryin:; to arcue, ::;ir . I just 

was ukin- a question on it . 

A. .Vell, I ar:t goinr- to retrain from a .. 1swerinr, . 

Q. 1 run not tr-ying to put over a tut one . 

lias any date been sot for your appearance there , 

U . Secreh.ry? 

A. Uo . 

.................. 
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Kr . Secretary, CongTesSI!Ian Boland, the party 

who introduced a bill t oday on capital 

g&ins to tax the ~:~ o. rlat ten percent and 

to dliJT'e~rd the holdin~ period - is t hat 

a bill that hu the Treasury ' s bl eaalnc? 

J1o , it hun't . I have never heard of it . 

Ur. Secretary, do you p~an to revive an;­

wbere in the near fu ture ;rour- -

E.xcuse me . Unll l we appear before the 'NIJ'S 

and l.!eans , the re is nothing. 

This is i ndependent o! the ceneral tax bill? 

I!o, I never heard or it . He is what you 

call a lone r ane:cr. 

Ur. Secreto.r] , pendln,- 7our atatecent of 

the deb.ila of the bill , couldn ' t :fOU ("ivC 

us some idea o! the ideas or theori es or 

philosophies t~U think oueht to fi'OVCl'R 

the prorram. 

Not yet • 

2? 
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Well, . Mr. Secretar7, u a r esult of rour 

meeting wl th the Hill leaders lut week, can 

you upreu confidence now tb&t that seven 

billion dollars will be raised in tuea? 

Yiell, 1 lJI going to come back to )'OUr question 

1! 10u don't JRlnd. "'bat we are tr!ing to 

do here this ti•e h to follow a litth dlf-

ferent technique than we have ner followed 

before , and .,.. are doing it at the auggutlon 

of Congreuman Dought en, and that il, instead 

of my goi ng up a.nd making a lot of recon:menda­

tions without knowing whet her anr of them wlll 

be acceptable t o the Co;;;mllteea i n the Senate 

and the Houee, t hil time .-e are going t o tr7 

to work out the plan and get j ust as •ucb clou 

together u u can belo1'e 1 co:~.e up, and that 

maJ mean some dela7, but we all thought that 

i t ..-ould be t ime well spent , and we have never 

done that bef ore, ~nd after all, both partlea 

were represented at thh •eeting. We have 

t ried to get u nea r an agr eement u we c u. 

before I come up. Now, that ought to un a 

l ot of time . 
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Well, there ia one part or the program, it 

u ema to ••• you ought to be able to hlk 

about, llr. Secrehr7 , and that h the llu 

of 1 t . Soae of the people who were here cue 

away wl th the idea that the prograa would 

have to be twelve billion dollars, r ather 

than eizht , in order to collect in the next 

fiscal year the figures the President had 

in hh budget . 

Well, \t i s a question of an interpretation of 

t he budget message. 

And what, sir, is your interpretation? 

Well, I think - I 11111 not going to interpret 

the President ' a budget ••aaage . 

El'erybody is takinc a c r ack at it, L{r . Sec­

r etary . 

Well , that is all right. Do you mind if I 

go back to JOur queation? If you don't aind, 

I trOuld like to tell this to you, r ather than 

ghing you the answer that I did, it it ia 

agreeable . s tate your quea tion and my &n .. er, 

if I coul d go onr it with you once. It might 
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be aisunder.tood both .. y• . The reuon I 

answered the wa,y I did wu , I don't want anybodr 

an;ywhere to think that there ia t he elightut 

doubt but • hat ~e can rain the m.onef, becauu 

if there h anr doubt there is nothing ll'hicb 

would bt •ore pleulng to Qel'lll&nf and Japan and 

Ihl7 than 1f they thought we couldn't raise 

the aoner when •• are at •ar. I ! you fetl 

you have got to answer t he question, then I 

whb you would write l t your Olm way, that 

the Treu ury is confident they can ralae the 

111.0ney, you ue, juat u we are confident •e can 

manufacture the pla.nes and so forth and ao on. 

If you Con't mind, I would like to go over 

that and siapl7 .. y the Treuury' s attitude 1a 

conf i dent that we can r aise this aoner, becauae 

after all, it h just the uae. h t hat 

all right w1 th JOU? 

Do you mean :you don' t want a direct qubh on tt, 

or can we quote rou direct? 

I don't •ee wb.7- it h like , ttv.'hen are JOU 

going to • top beating: JOur wifet• You c&D uk 

111e each week, u I confident I m going to 
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Q. 

.. 
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• lS • 

rain the money. Do 70u see what I 

meanf I would llkt 70u lltn, if you don ' t aind, 

to write the atory , that the Treeaucy h con· 

Ci.dent that · ther can raise the II.OneJ. 

I think that a alight uendm.ent puts over JOW' 

point at the lioment. You said, -when I feel 

I cll1l ' t , I will let aoae one else t r1 u.• 
You coul d UJ, •u I felt I couldn't, I would 

let somebody else try it.• 

I would like to l eave that out . I would 

much rat her not say that . That is the way 

I feel. I am hlll ng 70u if I couldn ' t do 

it I would go home , but I don ' t want to get 

it on that buh. I would much r ather leave 

l.t that if rou 11.tn would say this or u7 

nothing, the Treaaury feels confident that tbe7 

can raise the money, and leave lilt out of 1 t , 

and everything elu. 

Well, can n ll&k' a alight refinemen t on that? 

Mq I aai: you this quuttoo? 

Please. I mean, lf I thought I couldn1 t do 

ay job, I ..,ouldn't tlt here. 

Will the Treuur7 ask: for capital mark et 

31 



.. 

Q. 

.. 
Q. 

.. 

- 14 -

control meo.aurea of aome type i n order to 

lean themselTea f ree to come. to the aarket 

whenner they feel like it without anylapedi· 

aenta t o 1 t? 

Again for background, now, t.he SEC baa been 

n ry anxious for us to do this thing, and the 

Fed and ouraell'U huen•t found the neceaaity 

of doing it. They were nry anxloua to do it, 

and both the Fed and ouruhea can't aee that 

we need it, whi cb baclca up •hat I am saying, 

that we feel perfectly confident that we 

e m raise the moner. 

You are apeakltlb of the Capital I uuea Com­

Ill ttee now, s ir? 

Yes . So it you don' t a.ind, I would leave out 

the personal factor. h that all ri&ht, boys? 

Yu, air. 

)(r. Secretary, I had a question. Do you plan 

at any tiae in the near future t o rni u 

your seven per cent tn on war pro!i ta progr u , 

or six per cent? 

Sh per cent lim.i t . You will get all that 
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control meaauree of 10me t ype i n order to 

lene t heaaelna ! r u to come t o the urket 

whenner they !eel like it without anyiapedl­

aentl to it? 

Again for background, now, t 'he SEC hu been 

nry anxious for us to do thj.e t hing, and the 

fed and ourael•n huen't found the necualty 

ot doing it. They were nry anxious to do it, 

and both the Fed and ouraelvu can't eee that 

we need it, which backe up lfhat I am saying, 

that we feel perfectly confi dent that we 

can raise the money. 

You are apeaklng of the Capital Iuuu Co~­

llittee now, air? 

Yes. So it' you don ' t mind, I would leave out 

the peraonal factor . Ia that all rit;ht, boys? 

Yu, air . 

W:r. Secretary, I had a ctuution. Do fOU plan 

at any time in the near future to rnhe 

your seven per cent tax on war profita program, 

or six per cent? 

Six per cent lial.t . You will get all that 
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•-hen I go on the Hill. 

}{r , s ecretary, ~ kno• 1ou don't •ant to talk 

about tnea, but there baa been some talk 

about lo•erin& the exemptions !or the M 

personal exemptlona . Would you care to 

co:onent on that? 

No. They have got a l ot of t rial balloont 

going around, and •hile these ho statts are 

wor king - I don't kno• 'Which end t hey az•e 

going to come out . w~ have got Democrat 

members and Republi can members to aati s!y. 

have got a man across the str eet that I work 

for, and I have got to satisfy him. 

Mr . secretar1, •hen ia the bi g defense bond 

payroll pledge campaign going to start? II 

it in progreaa now, with the pledge cards 

and n erythlng? 

Yea, it i s in progress . I can ' t tell you • 

Supposing you get the defense bond boys to -

see if they have got a storr for t hem, Shaeffer, 

trill you? 

UR. SHA!FFDh Yea. 
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I underatood 1t wu put of! until the tenth 

of Februat7, llr. 

tt it baa, it il for the payroll deduction plan, 

but get them a a tory on t hat tl'lll you? 

UR, SHAEFFER: Yes, sir. 

Q. 

JI .U. JR: 

Q. .. 

When are you going to a tart calling those war 

b:mds? It. seems kind of aill;r ca! H ng them 

defense bonds. The President aentloned that . 

(Di scussion off the recor d) . 

Very much off the r ecord, he is a good one to 

uy that, because I have asked hi m twi ce, and 

both times he said, "Don't change a cood thin&. 

Thls hu cone along fine, and ! rave it alone. " 

So twi ce I have asked hi:~ . Now, don' t for 

heaven's s ake --

\~.'ell , he didn't i ndicate --

\'.'ell , twice I have uked him, couldn ' t we 

call them war bonds , llnd twice he said, "Henry, 

the thi nz \a goi ng beauti fully , leave i t alone." 

So just to cheek up on m,ysdf, I asked the 

people up in Princeton t o make a little poll 

for me, which they did, and aixty·3ix and two 
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thli•ds percent of the people answer ed, "Leave 

it alono, " ao as usual , I thou~t J,lr , Reese­

f elt and the people agr eed, 30 I thought I 

would leave it alone . But that is the story . 

I man, twice he has told oe, "Leave it alone . 

It is (!OinP; beautifully . Don ' t chanr-e it . " 

llo is a little :superstitious, just like we 

all are. 

t:r . Sec:rcta.ry, don ' t you think--

But old Ge.llup agr eed . They said sixt y- s ix 

and two thlrde would leave it alone . 

( Resuce discussion on the record . ) 

Don 't you thlnlc you 'will have to revhe now 

the original budl'l'et estimates, in view o! thh 

new price control bill , hif"'her prices for farm 

products, which you have objected to oor.te 

time &f"'O , and that naturally affects the 

whole budr,et picture . 

35 

'o't'ell , it haon' t pao:Jed . It i sn 't on the statutes 

yet . Let's :see what happens . 

Thank you, l.:r . Secretary. 
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TRtASURY DEPARTMENT 
Vuhlngton 

FOR 1MM£DU.TE RELEA!E, 
MondAY . January 12. 1942. 

Prcu Scr•loc 
No . 29-~8 

In vl ew or r ecurring rur~~ora that the Government waa 

planning to confllcate eavlnga account s , SecretAr y Horgenthll~ 

today enter ed an empha tic denial t hat thls ·wu ao . 

•r wllh to state moat c:~~ph&t1oally that ther e are' no 

roundlltlona whatever for 1uch rumora , • Mr. Morgenthau aald, 

•the Federal Gover nment doe1 not have under eone1derat1on any 

pr opoa11l lnvolvlng the eonn acatl on or u.vlnga depoaltl or 

t h l a country ror a ny purpoae , 

• F'urthermore, ~ he a4dcd, •any one c lrculatl ng rumor s or 

t hl a character l a acting a.gat.nat the welfare or the nat i on . " 
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SECRET!RY lllRGENTHAU' S PRESS 
CONPI:RE!ICE, JANU!RY 22, 1942 

Q. Good morning , J.fr . Seereta17. 

Did you hne a good vacation? 

li .U. Jr : Too short, that was all. 

Q. How is our tax program? 

A. Well, the new plan o! working with the 

Congressi onal tu stat!, they tell 1110 , h 

get tine along very well. 

Q. When are the heulngs going to be, air? 

A. I don't know. 

Q. St ories have been printed t o the e!fect that 

t hey are going to begin about Februacy 1. 

Does that sound reasonable? 

A. I woul dn ' t know. 

Q. Also quite a number of pr oposals have come 

!rom Senator George on the various methods of 

raidng taxes, one being a tax on manuf actured 

articles over and above the co:s t of produc-

tion, but not allowing full depreciation or 

depletion on each item. 

A. I have no co>:'lllent . 
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)lr . Secretary, there h some concern on the 

Hill about peraons who had good Jobs l ut 

year and since have l ost their jobs or mi ght 

lose them in conversion of industry, who 

might come up against some dif.ticultlea in 

paying their taxes. Ia the TreasU17 con­

cerned about that? 

Well , naturalll I would be sympathetic, but-­

Is aeythinc being done abo~t it to uke their 

ta.x payments a little easier? 

No. 

Tho President , u you know, s~gested to 

Congress that they appropr iate three hundred 

aillion !or unemployment benefits which at 

leut would indicate that that would be a 

considerable probl em, the tax thing. 

Well, as tar u I know, nothing i s being done 

about it. 

38 

Hav e you any authority to extend those plL)'lllents 

beyond the four quarterly payments, or dou 

that have to be done by l aw? 

'l'ha.t would have to be done b)t law . 
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J:r. Secretarr, there h some concern on the 

Hill about peraons who had good jobs laat 

year and since han l ost their jobs or mi ght 

lose them in conversion of lnduatq, who 

might come up against aoe1e dltflcultiu in 

paying their t axes . Is the Treasury con­

cerned about that? 

Well, naturally 1 woul d be sympathetic, but-­

Is &nythlng being done abo~t it to Dlll.ke their 

t ax payments a little easi er ? 

No. 

The President, u you know, succeated to 

Congress that they appropriate three hundred 

million fo r unemployment beneti ta which at 

least would indicate that that would be a 

considerable pr oblem, the tax thing . 

Well , as tar u I know, not hing is being done 

about it. 

38 

Have you any authority to extend those payments 

beyond the four quarterly payments, or does 

tha.t have to be done by law? 

That would have to be done b)' law. 
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Do 70u favor aonthlr paJ1Denh aa, tor instance, 

Herring of Iowa tried to get last rear? That 

mle}lt be one way round thla thing. 

Not necenarily. He would have t o pay it 

monthlJr instead of quarterly. 

But it mi:;ht be easier to (:8t a s:aall 1110ntb.lr 

pJl¥tlent instead o! a quarterly payment, llight 

it not? 

It ttleht, but I nouldn't na.nt to be put down 

u favoring it . It isn't anything new. It 

is something which has been discussed a round 

here at condderabl e length. 

I thoU&ht that because of this connraion pro~ 

gram and t}le prospect that a number ot persons 

llie}tt be out of, jobs , persons who mieht be 

becoming tax payers this year, .Ught hue 

concerned the Bureau or the Treuury. 

As I say, naturally we would be sympathetic , 

but whether there i s &nythi nt; we can 
1

do about 

it, I j ust don' t know. 

Tbe;r can get extensiona, aa I undershnd it , 

i! the7 ask tor them, but thereupon have to 

pay interest. is that correct? 



A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

- 4 -

As 1 underetand it, I think you do han to 

pay inhrut on it, 

There 1o some concern i n t he Southwest r e­

flected !rom some of our newspapers down 
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there that the loan shar ks may be beneficiari es 

i n this tu thin&. That i s to say, peraons 

unable to pq their taxes 111it;ht han to go to 

the loan sharks to borrow to pay you. Have 

:rou any ldeu about that? 

No, but you have raised some very good point., 

and I am c oine t o look into 1 t . The questions 

you raised are excellent one s . I Just haven ' t 

eot an o!f'hand answer . 

In that connection , JJr. Secretary, 1a there 

&ll,f Treasury ruling regarding dela7 o! tax 

payments on salaries of men inducted into the 

military services fo r twenty-one dollars a 

month? 

I haven't heard of any exceptlone yet. 

Ur. Secretary , doe:m • t the Selective Service 

let take care of that? 

Not that I know of. 
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'lha.t debt def•n~ent? 

'l'he1 have to file a return, but they don ' t 

have to pay their income tax until eix 

monthe aft er they leo.ve the s ervice , or 

• a.ny other debt. 

Well, that tab .. a care of tha t. 

'l'be;r do have to file a. r et urn? 

Well, I didn't know it . 

And the;y have the debt. 

It is called Sol dier s ' and Sailors ' Reliet Act 

of 1940 . 

Their only hope is t o get killed. 

Is it fair to aay that the Tr easury will con­

sider sot~e pl ane to uJce it easier paying !or 

these peraons loainc some i ncome because of 

conver sion? 

Well , you can sa:r I will l ook into it . 

All ri ht . 

You can say I will look into it, 

Ur. Secretary, what i s Harry White doine about 

currency ate.bilh:ation down in Rio? 

\"iha t i a he doing? 

Yea. 

41 
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·Well, you rud that resolution? 

Yea. 

Well, tha.t was a Treasury sueceatlon. 

I moan, what i s likely to come out of it? 

There baa been talk, for instance, o! having 

a new international currency or taking a lot 
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ot gold out o! Fort Knox and ao forth and so on. 

\fell, the aug_Jeation o! the resol ution ia 

ai mpl:f that t he:r caU a aeeting to cons:_der 

t heae thlnea. 

YetJ, we understand that, but I am just wonder­

ine i! you coul d tell us wha t aooe ot the ideas 

were that you thouroht 1Di3ht be taken up at that 

meeting? 

Well, I don' t know what the other Republica had 

in mind, :~o I would have t o wait until White 

got back to hear what suggestions they have . 

I mean, what &re your suggestions? 

.My suczestiona? 

Treasury. 

\'lell, I IILI1I. not prepared to say . 

Well, the resolution, as it is phrased, re!era 
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to the creation of a stabilization fund, 

inhrna.tional atabilization fund . There are 

some s t ories current, ho'Kever, whioh talk 

about the utabliahlnent of a common currency 

tthich would be the same u Stabilization Funds. 

Well , ther e are a lot of sug3u tions . After 

all, there are all t hese different kinds of 

currencies i n each of t hese Republica and a 

great many of them are blocked, and if some 

method could be worked out whe;eb;y there could 

be a me thod or ee ttling our balances as be­

tween va.rioua Republics in thi s heai aphere, 

naturally it would be very , very useful, and 

1 t could be something like the old t rade dollar 

or sol:lll!thinz which would be recognhed as a 

coiii:!IOn uni t and which would h ave a definite 

value wherever it was used. 

Woul d that be hitched dire ctly to gold? 

Well, it would be too early to say . It woul d 

have t o have some base , a.nd tho thought was 

thn.t it wo could got a.n agree1;1ont in thh 
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hem.iaphere , there ia a poaal.billt,' it might 

be extended to the rest of the world . 

ll&ybe I am awfull;y obtuse on this , but h 

this a revival of the COJJUdOdity dollar idea 

that wo.a prevalent back in the early dars of 

the Administration? 

• No. It is just that everybody ia gropln~. I 

caean, after all, here we are doing business, 

each cowttry with the other . Jlow, it we can 

get down where they can sell goods to ua and 

we to them, and then when we get down to pay-
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ing it where we would hAve some unit of eurrencr, 

that would be cor:t..'"10n to all o! the Republica 

and to Canada and didn' t have to t1gure 1 t in 

all these different currencies, then we would 

have ao.ae klp.d of a f\Uld back of 1 t to keep 

thio currency stable, it would help t he flow 

of trade and would make us all that much 

closer to each other. 

Woul d it be purely an export and import- -

It would be a domestic - 1 t would be an export 

currency. 
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. Would th11.t be a new currency or might that 

be an exilting currency like our own 

dollar ? 

It e~.ieht be our own dollar or it might be 

a new currency . 

LJo. Secretary, in that connection, two or 

three or the Latin-A::Ierican countries have 

currencies which are pegeed to the dollar 

_ and t hat fact ia even noted on their monetary 

billa. Don 't you think that mip;ht be a 

simpler sy ate111 in establishing a new cur­

rency? 

It would be ab.pler, but it t:~.lcht not 

be acceptable to these peopl e, but cer-

taiacy- -

Or _10u could peg the dollar to their curr ency, 

that way . 

Possibly, but out of t he thing, there ought 

to be enoueh lntel lipence that we ought 

to be able to work out a cethod of settle-
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ment of debt between t he countr ies for 

good11 received ao t hat American buaineaa­

men will teol tree to export their goods 

to •1'11 countr1 in this helliaphere and get 

paid in a currency which has a fixed nlua 

so he doean' t always ha.ve to be specula­

ting if he is sellin3 a ton of meat or 

any other unit, whn. t is he goinc to get 

paid ln. 

i'lall, isn 't the truth, thouzh , thftt it 

you had a stabilhation fund backing the 

currencies of the individual countriea, 

you would 11t1ll have the same result ba­

cauee the rates of exchange woul d be firm 

by t he prct~cnce or the !Wld in back of 

it. 
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Yt'ben 7ou begin to t r7 to 3tabllhe a currenor 

within a count r y, then you get into t he whole 

queetion of thei r econollic well-being. Now, 

1t 1a next to lapou ible t or Ua to t ake on 

t hat Job, because you iuedhtely get into - ­

the ver7 !ir.t t hing -- all diffe rent ki nch of 

cosh of labor, wh11.t t he7 pa7 their labor and 

nerytbing else, but if you confine it to 

their expor t trade, there h a chance, and 

a good chance of something being done, but 

it you begin to do what you suggest, it ia 

next t o l mpoulbl e . 

1A'ell , if that is tr-ue, then the Stabilization 

Agree11enla that ''' have uda with China and 

offered to ••ke with Argentina were of no 

nlue , because that is what they were, 
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bilateral agreements to try to atabi liu t he 

Argent i ne peao in rehtion to the u.s. dollar . 

V,ell , it was more to help them to stabilize their 

own currency, rather than anything elae , and 

it was to help them to do t hei r own job, rather 

t han t o keep it equal with t he dollar, 
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In t he ca11 of China , they had their own 

inter nal problem. V:e tried to ahbiliu 

the dollar with the Chi nese, taking i nto 

conaidertt. t ion thei r own i nternal s ituation. 

It. is one thing t or them to tr;y to atabi lize 

their O'An currenc7, and it is ano t her thing 

!or ua t o t r1 to do it. 

Ur. Sf'crebry, i n t hat connection, was L"l)' 

of t hat Stablli tatlon Fund ~tb A.reentina 

ac tually used? 

1 wM t t o be cheeked, and you w~ll have to 

check it. I Con•t think anythifl6 wu eve1· 

r ati f ied. 

I was under the impression it wu not ratitied 

and nenr used. 

That 11 ay iapreasi on, but Chick. will lind 

out . I don' t think it was ever ratified , 

and if i t nun •t r a t ifi ed, it n an•t uaed. 

And I waa alao under t he i mpresai on that 

t he.t. didn't mat ter , tha t it did ih .job anyway. 

trell , that ia some thing else 1 don ' t know, 

but I don ' t think they ever ratified it. 

I don' t think their Congr ess baa ever aet 
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since it baa been paued . I think that h 

the t hing. 

They haven't ratified anything i n four teen 

years (hughhr) . 

l(r . Secret11ry, would this Stabilization 

proJ ect b. for the duration of the war, or 

penDanent? 

Well, it it h going to be any good, it ought 

to be permanent, or nther open- ended, rather 

than to run until terminated . It ill a very 

difficult thing, but it is like everyt hing 

else, nothing ventured nothing gained . 

Is there any poui ble backing for such a 

currency except golC? 

Gold or ailver. Wo ~t of these countri es in 

the south aine silYer, and they moat likely 

would want part of 1 t backed by silver, 

Is the purpose in 01•der to make trAde between 

the United .States and t he South American 

countries eaaier, h that the point of it? 

Well, the !ir1t thing, right now we are not 

particululy worried about exports. The 
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ques tion is to find the goods. But not eo 

lll.&nJ fear• ago we we re 'YtJ'fiiWCh interuted in 

our export trtde &nd gi Ting people eaplo;raent. 

That day will COlle again. 

That l .s what I uy. .ls far •• the immediate 

altuat ion ia concerned, there ian •t much need 

fo r - -

It is one of the u.n, plans for rnil'al of 

puce- tiae trade, t hat ia what it aaou.nh to. 

Although we ar e nr; much concerned, isn't 

1t true, W:r. Secretarr, that it will pr obably 

be of more benetlt to the other Aalerican 

Republics than ouruhu? 

Not necessarily, because , as fOU know, a 

lot o f these Republi cs in South America now 

have a f avorable balance of trade with us, 

I mean in t he long run, 

Again, not neceuarilr, becauu it 11 a 

quution of our selling to the11 - don ' t use 

thh as a di rect quote - in a depnciated 

currency, It is the aame ol d s tory. If we 

aell in a depreciated currenc7, our people 
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get len. It 1a the thing again of haTing 

a - going back, 1 f the Aaerlcan buatneu un 

can el\ll.inate the foreign exchange riak i n 

his expor t trade, it h all to the good . It 

h a Tery ditfhult thing, but it 1a certainly 

wort h trying. 

Well , ian•t it true, air, that their !nor­

able balance or trade which they ue anJoring 

now will onlr extend for t he durati on of the 

emergency? 

You don ' t know. How do )'OU know anything, 

what ia going to happen? You know the aun 

ia going to set. 

Fecause of the type of things we are buying 

and can buy f r om them. 

You don 't know. At leut, I don• t • 

J.(r. Secretary, would the use of this CW'renc)· 

be confined only to foreign t r ade? Would 

i t have aey domestic nlue in our own 

t~arlceh? 

)iJ' own conception - when they come back they 

may teel d.lfhrentl7 - if we co<Jd hne t his 
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thing , an export dollar, you see , which 

liiDuld 'be going a long way, but juat u eoon 

u you begin to talk about a currency which 

1a good within tha country, then haedhtel7 

you go up againet their own economic s1 tuation, 

which is, •• )IOU know, vary mixed. 

I am tryin&: to c!nelop ,the i dea whether 1t 

would be a tuper currency that would '1:8 good 

interndl7 in the countries affected . 

Well, I am not thi nklng of it in t hou tenu. 

I wu thinking i n tei'!Il.ll of an export dollar. 

).{r. Secretary, on another matter, ha1 any 

policy been ~aid do•n by the Treuur7 u to 

exea:ptiona !or alll hry aerTice ot key •en, 

aucb aa, say, -bank naainers or others? 

In the l ast war the bank exa.minert, not the 

auiatanta, but bank examiner s , were exempted . 

Well, the onl7 thing that we hue done eo hr 

h thia . l hue had several cues . They 

didn ' t happen to be bank e:raminera , The7 were 

men who happened t o be lawyers. Well now, it 

the A.l"ll¥ wants one o! II,Y bright 7oung laWfera 
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to put onr there in their legal didaion, I 

think he 1a jus t aa useful here u he La in 

the war Department, and bei ng Secretary of t he 

Treasury, I think he ia a little bit more 

uae!ul in the Treasury than he is in the War 

Departaent. But it it h - ao !ar, it it 11 

a young man with no depenC:enta , irreapectha 

of the poai tlon t hat ,.,., han held, I think ao 

far that I have asked !or three, and each one 

of those men were doing some thing directly 

connected with the '!l'ar. 

yes . 

I think there have been three caaea , and each 

lUll bad something definitely o! a ai.Uhry 

nature. Outside of that --

No other poH cy'/ 

No. I think there have been three. Those 

men out of el.ghty- odd thousand --

It •t~uldn ' t bt"'Foley, ....-ould it? 

No, it is not Foley . 

He is in that age class. 

No, it "u not foley . 
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Age and dep.endenh, I underat an(l , oould take 

up to about !itt7 bank: ul.lll.inen, which would 

be prettr tou.gh on the uWning roa:ce, and the 

FDIC is alao uudning banks theaeah u. 

Up to now, 1! a lUll I.e celled in the draft, 

irrupecti.ve of what hie Job h, with the 

exception or three, and I ur tholt - yu­

terday I let three Secret Senice aen go, 

two for the Wh.l te House, and a aan down at our 

door, 

Into the ,draft? 

V.ell, they went into the J.nny. I, don't know 

whether ther were drafted or not . One was 

a r eserve officer, and I don't know what, but 

three went yuterday, so does t ha t anawer 

your question? 

Well , as I understand it then, your poUcr would 

not be to aalc exeaptions tor a clau such u 

the exulnere? 

No, or for any other g'roup . 

They would stand on i ndl vidual casu? 

I say these three men happened to t>e definitel7 
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working on alli.t&r)' 1tu!! !or me , and I 

_thought it "u important . . In tact, theJ 

were i rreplaceable fo r the moment , and all 

t hree were befor e Decembe r 7. There have 

been none dnce December 7. 

Thank )'OU, ~r . Secretar y. 

ss 



Q. 

H.~. JR: 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

SECRET>RY liORGEh'TI!J.U' S PRESS 
COf\TERENCE, JAUUARY 26, 1942 

How about the elephant? 

Elephant? 

You know that h a Republican •J111bOl. 

What? 

'I'he elephant. 

Has 1 t been so long ago you hne forgotten, 

U:r. Seer eU17? 

The only eltpha.nt 1 subscribe to is Dwlbo. 

How about Sabu? 

All rif11-t, gentlemen, at 70ur service. 

C&n you tell Ul anything o! your •eeting with 

the Bri tisb AlRbusador and Sir Frederick tod&J '? 

llo. 

Well, one or the other ot them have been in 

to see you several times, haven' t they? 

There IIIUat be soaethlng afoot. 

I hope ao. 

Could 10u tell ua , WI'. Secrehry, 1rhether 
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tber are dileuuing: with 7ou their auppl.7 

'or dollar bl.laneea ? 

No, I can ' t dlacuu it. 

Well, Ur . Secretary, the thing that bewilder a 

us h that l nunuch as we ar e leasing ent7-

thlng ther get, vi r tually, wbJr there ehould 

be an exchanr-e progr8.l;l.. 

Well, I didn't aa,y we were dlacuuing that. 

WhAt did .YOU aq? 

llothlng. Thh was a call on me that I can't 

be help!Ul on. 

Kr . Secretar,y, I wonder if we can change with 

regard to your speech on Saturday in Cleveland . 

Suro. 

The Pruident in his budget •eau.ge pointed 

out about future taxation on future iuuea. 

l!r. Eccles agreed with him in a apeech before 

the conference of mayors about a week and a 

halt ago, I believe . You, in ;your Clevela.nd 

addreu, ciUle out tor outright taxation of 

outstanding tax e:rempt state andl&ln.ioipal 

aecuritiu. 
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.. 'nlat 1a ritht . 

Q. That ie a cha.nze o! 10ur p;nious poHc,-. .. That h right . 

~ You ban lndeted, I think, on a nWD.btr of 

occasions that 70u wanted to tu onl.7 future 

iuuu. 

A. Ot Federal. I checked up on =flelt very 

caretull7. I nenr made a .state.ent before 

on hxiD.8 of outatanding: state or 11unicipal 

iuuea, and when I uae thh atatemcnt, I · 

was tallclnc for the Administration. I was not 

t alking just for the Treasury, 

Q. Sir, in 70ur appearance before the House ii'a.ys 

and l!eans Committee sO!IIetil:;e ago, didn't you 

etrees then the desire for the power to tax 

the future iuuea of St ate and J6.micipal 

securities? 

A. I have alwa;s - Treasury has alwa;e taken the 

poal tion that we nner would reco•end tax-

ing outstanding Federal iuuu. 

Q. There it the point, but you nre thinking in 

ter ms of taxing future inuea? 
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Well, all I can aay 1a before I went out the 

l:iora went OYer all r:f1 teatl.aoJ11 and aJ:131:hing 

t hat I have Mid, and the;r found that I have 

nenr made a atahaent--

Can you eay the same thing, lir , !or other 

repreaentatlna o! the Treasury like Ur. 

SulliYan? 

Well, I think I can. I d1dn' t check what 

they said, but cerhinlJ' !or 1111•el! I am in 

the clear on it. I han never made a state-

ment before . ~t be that ae it cay, it you 

will take r:q word for it, because they did 

go onr r:tf recorda. It was a departure. And 

when 1 did 111ake that atatee~ent - I can uy that 

when I did make it, I was tall:ine; for the 

Executive end of the Government . 

ca.n you give a r eason, sir , !or the change of 

policr? 

Yes, in one word . War. 

Wouldn't the s&~~e thing appq, lir , to Federal 

ill sues? 
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No, becau1e where Federal iuun ar e concerned, 

there h a contract between the Feder al Govern­

ment and the holder of thne iaauea , and there 

ie no contract between the Federal Government 

and a bolder o! a state or 11\Ullclp&l. 

But the statu han contract. with the holders 

ot the ouhtanding aecuritiea. 

But this h Federal tantion • 

Tbe contract between the state and the holder, 

I boline nry clearly expreuu the !act that 

they ahall not be subject either to state or 

Federal taxation. 

Well, they han been talking about state 

tu.ation, but they can't talk about Federal 

ta:u.tion. The Go•ernor or the Utorne1 · 

General of a state or aqor - I a ea.n, he baa 

no authorit7 to make any promises that there 

will be no •'•der d taxe& on outata.nding issues 

of states or municipalities . 

Likewise , sir, would it be ponible t hat you 

woul d recc:DDtend that the stat es tax outatanding 
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inuu ot Federal ueuri tlu ? 

.l. What 1a the anawer? 

J.IR . 9JW V.Ul: That h a queation for t he court t o decide on 

outstanding iaaue1. 

Well, the President, I belien, indicated that 

he desi r ed recipro lty on the whole question 

ot t uation i n that fiel d. 

J.IR . SULLIVAN: ind on future iuuu we would recollli!IOnd t he 

Q. 

be included in the statute pro•hlons that 

the atate governments coul d tu tuture inuu 

o! Federal secur itlea. 

But not an outat&ndill8? 

l.!R. SUlliViU: 7/e c&n't mke that state:::ent. That is tor the 

court to decide . 

Q. Incidentally, in the Gerhardt case , I believe 

the Treasur1 i tsel! did not want to penalize 

the ealaried o!ticiala ot the !lew York Port 

Authoritr, I believe, when the courts decided 

in !avor or the Treasury. and then the Treasury 

uked Congren to pan the '39 salary act in 

order to reline thea o! th&t burden, and I 
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believe that was responsible perhaps for the 

&siiWDption tha.t the Treasury wu not interested 

in taxing outatand~ng issues. Perhaps that 

gave the impression. 

II . M.JR' 

Q. .. 
Taxing outstanding wha t iaaues? 

State and municipal iuuu. 

Well, John, you answer that • 

WR. SUIJ..IVAN: iiell, I 111.ean that ia an asSWDption that •ar 

ba.ve been lllade because rour statement ill 

correct. It was at the Treasury request tha.t 

the r elief you speak of be gnnted, but I 

think it is a rather far-fetched assumption. 

Q. Well, the thine I don' t understand i a why 

!!r . Sullivan says that it is up to the courts 

to decide whether states can tax outstanding 

Feder al i ssuu. Why ian' t it then up to the 

"courts to decide whether you can tax out­

standing stat e i :uuea. 

li.ll:.JR : Go ahead, John. 

Jm. . &JLUVAN: That will eventually be deci ded b7 the court, 

too. It is the same question on both sides. 
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You !oruee a courtdecision iJ} either cnntu­

alit7? 

.)(R. SUUIV.lH: Without any doubt . 

Q. 

H. '..f. JR: 

J.[r . Secretary, Senator Taft made a s tatement 

on the tloor or the Senate tod~ in diacuu i ng 

the second wa.r powers bill under whieh there 

is s. propo~:~ed aoendment ot the Federal Reserve 

Act whereby the Treasury would sell directl:y 

to the banks , the tweh'e banks, Treuury 

issues. He nid that would undermine the 

currency and pl ace the Reserve Banks - re:nove 

from them. the central banking !unction. Woul d 

you u.lce any comcent on that? 

Well, ltr . Taft makes a l ot of statements which 

I don 't ac:roe with , and that i8 one ot thell. 

(Discuuion off the record.) 

OCt the record . \lhon I catJe out to talk in 

Clevdand, the no1rspaper man sn.id , "HtlVe you 

nade .this speech ll.ny-;:here before?" I oaid , 

"flo, why?" ile said, •·.'fell, J.:r . Taft C!LI'lo out 

here a week a o and mdo a 3peech and ot us 
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all i n here lllld handed 'it to us, and •• found 

he made exactly the same speech the week 

before in Uew york." So I uid, "I wouldn ' t 

do thnt to you. " 

(Rea~e dhouul on on t he r ecord . ) 

To go back to this question ot tu uempt 

aeeuritiea, in Yiew of the !act that you 

anticipate cort decidona in either cue, 

anticipate a court contest, how lone- · · 

Do you mind jus t hol ding it? Han you got 
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your question in mind? The Federal Reserve 

Boar d consulted with us on this reoorunenda tion, 

a.nd it 1a not only the Board recom::tendation, 

but n Joined wl th then, and before havlne 

t he matter introduced, Senat or Gl ass na con· 

sulted, inumuch as he is the !ather of the 

Federal Reoerve , and he gladl y gave hh con· 

sent , as he telt thnt in these timet> thla was 

a provision which ',Yould be usef ul to both the 

Treasury and to the Federal Reserve S)rstem . . 
. Thank rou . That il on the record? 

That ia on the record . 
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Ia there any intent under this new authority 

in the aeoond war power bill to sell ae­

curitiee, long- time ucurities, to the Federal 

Reserve banks? 

We don' t know, but it is a power which might 

be useful, -"fLnd the waY it i s now the onl,y 

person that aight object is the Government 

bond dealer , because if the Federal Reserve 

wanta to buy f r OC!\ us , we have to sell to the 

dealer, o.nd ha get s hia thirty- seconds i n 

tha t mnMer or if we want ed to buy f rom the~:~ , 

but in thi:l perfectly gigantic task that we 

have got ahead of us, I think that this is one 

of can,y powers which might be useful. 

You mean useful in finding a plAce t o put 

bonds or is this mer el.7 a temporary operation? 

Oh, temporarr. 

Well, this r eally is a radical chanae of 
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policy whoreu before the Open llar ket Colllllittee 

confined its operations to the stabilizing and 

only at abnomal times , but y ou are selling 
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directly to the Federal Reaeru banka, isn't 

that a change? 

I think prior to ' 34, and then I t hink I a.m 

correct (inaudible) ChairDULn or the Federal 

Reserve and 1.r11 connect ion between the two was 

severed. lie eaid, you did me a great eer·dce 

i n relieving c.e of that' re.sponaibi llty and any 

GS 

connection - isn't that rir;ht? It wu in ' 34 , J 
wasn't it? 

It was the banking act of 1935. 

A.nd t hey cut a ll possible connectiona. Well, 

now, the Federal Rese rve approached ua and t hey 

feel th&t this mieht be useful, and I concurred. 

We under s tand it 701.1 had a milita17 operation 

Co::3.iJlg up at sOt::lo tb.e (inaudi ble) - -

Over a tax statement , particular ly on the 

fifteenth of Uarch . 

The main idea i s to atabilite t he money m&r ket? 

That is rleht. We mi ght want to t r ansfer a 

halt billion dollars on one day, and ther e is 

no r eason why we have got t o go throu{th a 



Q. 

.. 
Q. .. 
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dealer i n or der to buy or ull t o the Federal 

Reserve. We can do it through a dealer, but 

U we want to do i t , there it no reuon why 

we ahouldn ' t be able to deftl wit h one another . 

But you don't ! ore3ee any po.ssibj.llty of t he 

central bMk financing the Government debt 

in a big W&J'. 

Just like the Bank of f'loance , the French 

- Gover llll'lent borrowed di r ectly f rom it? 
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Contlec.en, this io one of many - wha t I would 

call unimportant auis tances which we ma;y w&nt . 

JJay I ask that question now, l.{r . Secr e tar7? 

Now, please. There is nothing hidden, it is 

just that we want to be abl e to denl dire ct 

with each other . ,'le air;ht have a very , vert 

bad day and we would maybe want to t r ansfer 

so:nethiD..!', and there it i s . I think it 1:1 

pr oper . It h the Board ' s suggestion, not 

our s . Senator Glass was eouul t ed. lie thought 

it was all right , As f ar as I know, there ia 

nothing beneat h the su.r!aee on it. 
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Would this be done in the sale of billa, 

shor t - term notes or long- term bonds? 

It woul d be more apt t o be either billa or 

notes. 

Let me uk you this , lb-. Secretary. Did 

the Resene Board before in the past buy 

billa? I thought t hat t hey only bought 

usually medi um or long- term bonds but 

rarely entered tho bill market . 

I couldn ' t o.n:rtter :you . 

Ther e used to be a provision where you 

gave t he:n one-day certifica.tu jus t a.head 

ot a tu collection date, and that h the 

thing apparently that i s going to be done 

here. 
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We lave got •ore tht~ tax date i n ralnd than 

we have anything else. That 11 ll'hy we _are 

le t ting four hundr ed !i. f t;y million or our 

bills run off right ar ound t he fi fteenth 

t o elt&e the money ~M rke t . It is more the 

tax date than anytbint: else. U there ia 

anything deep or dnious, it is over ~ head. 

~r. Sulli van, the Seeretar :y i n his speech 

indicated that t he taxing of atate and municipal 

securities would yield l wo hundred million 

dollai'S a year addi ttond in revenue , r oughl y 

that amount . In vi ew of the tact that you 

expect a court contest i n bot h of then things , 

do you think you will get your- t ax collections 

in the near future, or will that go over for 

several years? 

_ v.R. SUWVAN : It depends upon 'flhether they pay under pro­

test or ho'f'f t hey do i t . 

Q. Or vlbether they just don•t pay? Ia that the 

question'? In other worde, from the standpoint 

or tht bcediate future , isn ' t that going to 

be a very large cont ributing factor in cuttlng 
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down the alu of the tax blll Congrua La 

going to have t o y,·ri te? 

70 

'.lR. SULLIVAN: Yes, t think \t would t e, l ecauae the liabUlti ea 

To"O ul d be outstanding, and we "ouldn•t anticipate 

an adverse decision by the court on taxing 

outstanding issues. 

Q. 

H.V,JR: 

Q. 

MJ' , Secretary, in Yiew o!' llf', Sulli van ' s 

atntement about. court action, are we to under-

stand that what the "'reuury intends to do 

is to und out tax notices to holdera of 

previously tax-exempt s t ate and municipals 

without walti ng for legislation? 

Oh, no. No, u Muld never do anything like that . 

Well , if you f eel the court wi~l uphold you, 

what do ;you need the let;islation for? 

A. Well , John, you are carrying the argwaent. . 

LfR. SlTLLlV£1 : Well, there is legitlation now prohibitins 

it r.hich must be repealed. 

tfr . Secretar y , wha t 'IRS the approximate date 

that the Federal Government began taxint; the 

inco::~e fro:~ ita own bonds that were i saued 

after that date? 

I didn 't get the question. 
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A.ppro:dm.atel7 how long . bas the Federal Go'flrn­

ment been taxing income from ih own bonds 

that were iuued after that date? In other 

words , when did t hAt law go i nto e!tect7 

J,[R . SULI.TVAN: The Public Debt Act ot '41, to my r ecollection 

wae passed in January , 1 41, or t 11rl7 in Peb­

rtulr1 ot 1941. 

E!tecti ve Varch 1? 

\!R. &ILL!VAN : I think that la right . 

Q. 

.. 
~· .. 

That i s the one t hat ude them fully taxable . 

They we1·e partly taxable before, wel·en • t 

they? 

Yea . 

V.b.at reaction have you had to rour Cleveland 

speech, Yr. Secrehr7, f ro:n the Hill? 

None . 

"'rom other quarters? 

The people in Cleveland seemed to like it . 

They seemed to take it in their stride, and 

seemed to think that the thing that I MG -

the !our loopholes I was talking about were 

proper, and that - there was quite a miied 

audience there , and the7 see!:led to think tha~ 
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in these times ner7bod7 should be willing 

to pay tuea on t t - -

I am wondering if you will have a lot of 

fan telegrams'? 

'Io be perfectly honest, I haven't seen m,y matl 

today. 1.8 you gentlemen know, I don't apeak 

11ery often , 1.nd 1 1.11 doing the fourth speech 

in three days tonight, and then I am. going to 

rest . 

Where are you speaking tonight, si r? 

In here , for the Warm Springs Foundation . 

l.!.r . Secretary --

1 t i s a 11. ttle out of the o:odinary for me, 

u Kiss Chauncey will testity, thla il the 

f irst time I have seen her since Thursday. 

~. Secre tary, did you talk over closing these 

loopholes wl th ;)8 nator George and Congreasman 

Dou.ghton before you made that speech? 

No . 

You did not diacuu t hat with them in t hou 

ta:r meet inga or later? 

No. 
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Coul d you aay, Ur. Sec1·ete.r y, 'fthetber you are 

definitely not goi ng to ask for the taxation 

of outst anding Feder al Government aecurl ties? 

This ia my pod t l on, gentlemen, and I woul d 

like to ge t it onr through the pr eaa , U 
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I 

and the bolaer of these Federal tax- exempt 1 

securities, and I don ' t intend to directly or I 
indirectly break that cont ract or circumvent 

possible. I feel that there is a cont ract ! 
which stands between the Federal GoveMl!llent 

1t. ts that fl at enough? ~ 
I think so . I under~Stood that the Government 

Bond market bad a little t rouble ~;etting it­

self adjusted today because there wu some 

lliaunderstandlng as to whether you were talking 

exclusively about state and municip'ds . 

They talked about my speech like aluminum. 

1 t was rare an~ hnrd to ge t a copy of. 

It evi dently was . I had to di ctat e it y;ord for 

word thh af ternoon. 

Don' t you feel like you bad a priority? 

As a matter of fact , the reports of :your 

speech were r11U1er garbled, &n)"'l'ay. 

I 

•. 
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That isn' t my fault. 

That h pr obabl y what caused the misunderstandi ng. 

){r , Secretary, in this statement that you ude, 

you don't !eel , carrying that on, tlwlt there 

h any il!lplied contract, u far as atat e and 

municipal bonds are concerned? 

QuHe the oppoalLa. I very strongly feel the 

existence of a contract. 1 feel that none 

e:r.iats between the Federal Gove~ent and the 

holcer of a s tate or municipal. 1 feel t hat 

ve17 s t r ongly . I s tood ar ound and poople tlllked, 

and certainly in Cleveland, as I say, you 

have a gnod crou· aection t here, and there 

waa no - no, there -wasn 't any. I mean, t hey 

may hne had it, hut t hey were ver y poll te 

about tt . Then they have a liberal municipal 

goverr12ent there , a reform government. 

}lr, Secretar 7, does !!r. Sullivllil have handy any 

!iguru on the amount o! outstanding alat e and 

municipals, and what the eaticated annual 

i ncome is? 

He •ould be disappointed if 70u hadn ' t asked 

hia (laughter). 

I 
I 

J 
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MR. SULLIVAN: That ia correct on halt of bh quntion . I 

hnen 't t he yield on them., Ur . Secretary . , The 

outstanding state and local secur itlea , aa 

q. 

of June 30, 1941, was twenty billion dollars. 

The outstanding wholly exempt u.s. Gove rnment 

and Federal i nstrumentali t ies aecurltlu were 

nine billion nine. The partially exempt 

Federal securit\u and the aeC.\Iri tiea of Fed-

eral instrumentalities totalled thlrtr- fln 

billion, and the wholly taxable aecur i tiea '" 

or the Federal Cove rnment and i h inatr um.en-· 

talltiea, eleven billion !our hundred million. 

Can you break down that state and municipal 

figure by st.atea and municipals? 

MR. S!IJJ.IVAN: T have not. 

Q. Could I check thls bACk? The out standing 

wholly exempt ia the nine billion nine? 

l!k, SUWVAN: 'that is correct. 

Q. And the outstanding wholly taxable i a eleven 

bllllon tour? 

!lR. SULUVAN: That is correc t . 

~- And thi rty- six billion for the part ial? 

I!.~. SUUJVI.N: And twenty billion for state and municipal. 
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~roe these holders of these t ax-exempt securities 

the s ame type aa those down in Florida, Mr. 

Sec rctar)'1 

You have got to aake your own headlines. You 

are pr-etty good at it, too. 

Thl 11 s t atement about tuinc outstanding state 

and municipal securl tiea would go into effect 

on July 1 on the one:s that are outstanding? 

A. lhat is rieht . 

'(. Not to go back to those issued Uaroch 1? 

HH. SJLUVAN : No, those are wholly t axabl e . 

Q.. Could you tell us v.he t hero you are coing to ap­

pear before the ltili taroy and tiaval .Hfai rs Com­

flit tee on war protita? 

A. 

Q. 

A. 

Q. 

A. 

v,e are sending observer·s . 

Will this removal of the tax exempts be in­

corpor-ated in the tax statement befor-e House 

Ways and Weans? 

Te• · 

\\'ben will tb '\t be held? 

Vlell , you had better ask Mr. Dollbhton that 

queation. ar. SuJlivM lU'lr. T tu•c in the same 

boat. 
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l'e are Jus~ •orklne with llr. Dought en and 

waiting untll the "hlatle blows . 

Has t1. dat e been :Jet for the appe&I'MCe, &Jr . 

SecJ•etary? 

No, ai r . 

How is l!r . Paul t:t tllnc alent w:i th the dr,!l!tin~; 

of the '!'reaaur.r prograt1? 

w~ll , we are all working together, and when 

JJr. Coughton blo•s the whistle, we will all 

rush up on the Hill. 

I nnt t o get this clean, J,!r. Secre tar y. The 

recoval of the tax exception on s t ate and 

muni cipals, mu:J l t he elimination ot it -

what 1a tha t hu:sband and wi. fe lax? 

Joint returns. 

Those tTtO were not discussed with Wr. OoUl;hton, 

those tr.o tu propou ls , btfore you ;uade your 

speech? 

Oh, I Cidn ' l want to embarrsss S"nator George 

and Conzres can Do\lLhlon, so I jus t wrote lilY 

speech and •·ent on up there after having been 

sure thAt 1 t was all right, and had the approval 
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of the Eucut lve end of the - ot Penneylvanh J 

Avenue, and having assured myself as t o t ha t . 

A much simpler phrase is "'Pr esi dent Roosevelt . " 

We ar e goi ru; to say it anyway . 

No , you arc not . 

Yea, we are. 

Are you? 

That hu been the char implication, ai r , for 

many IIIOnths . 

You u i d the Chief Executi ve, at one lir.1e. 

The Executl ve part of t~e Government. 

The PreeH:lent i a the r xecuti ve part ot 

the novernment. 

He is the top-rAnking Executive part. 

That is, you ha,-e often mentioned t hat fOU 

work f or hlm. 

[ s till do . 

On the record , what I uid was that when 1 made 

this s tate.ent, 1 was speaking for the Executive 

end of the Government . 

1he Adninhtration u a ~hole? 

'fhe Ad:niniatration at a whole, is that what I 

said? 
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You said both. 

Well, j ust to get our consciences straltht, 

Mr . Secutary --

Ju~t one second . Agaln, thank heavens you can 

wr ite anything that you nnt. 

)lr. Sec retary, you aaid -­

¥.hat-about 10ur conscience? 

I .-aa gtling to uy, is there anr way o! uying 

rou were speaking for the .Administration 

without saying rou we!'e speaking for the Preal - ' 

dent (laught er )? 

Well , u far as I am concerned, I waa uslnc 

that phrueoloc:y. 

~r • . secr etary, could you say whether you have 

any int ention of indirect11 ruching some of 

the partially exeapl Federal sec uri tiu by 

lowering t he normal tax - -

VIe were waiting !or that one. LIJ•. Sullivan , 

do your stuff. 
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llR. SIILIJ VAN : We have not con~ iderad louring the normal 

tn on individuals or corporations . On the 

other hand, 'll'e are oppo~ed to any increau 

in the non:~al lax, and ''e think t hat any 

• 
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increaae~~J the Congreu considers should b·e 

incre&aee in aurta:res , rather th&n i n normal 

hxes , The reason why ., .• a re not considering 

a reduction i n the norul h.xee is, u the 

Secr>e tary said , we do not wish to attempt to 

Qo by indirection l'.ba t l{t think we cannot openly 

accompliah directly. We think it would be 

pretty much --

We don't want to circumvent. 

WI. SUJ.LIVAN: That h rig ht . 

Q. 

H. " . JR: r 

Does thst apply, !tl•. Stcl•et ar y, to the old 

Glau scheme o! using tax- exempt income as 

a - some sort or a base so as to put taxable 

incos e ot thou people in a higher bracket? 

I think we hne gone around the thing pretty 

much. I said I All opposed - let tae go over 

it once lllOI'e . I recognize a contract exlats 

beh.·een the Federal Government and the men or 

WOCien who have bought our securities, and we 

don • t propose by direction or indirection to 

tax thetJ. or. thla income, as long aa these iuuea 

a.re outstanaing . Doesn't that cover the water­

front? 

... 
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Yea . The only question la that a year ago 

j us t about lhie time, IIi r , you were emptratlcally 

declari ng t hnt you were speaking o! future l u uea 

and not pr esent iuuea. 

Federal. I have never declared m.yaelt on 

state and atunic:ipala . I have been very 

careful. 

\','ha t is t he next step, Wr . Secretary? Lo you 

u:pect to win on the Hill wi th thi s? 

This time? 

Yes . 

Yes • 

On the r·ecord, you expect to win on thla recom­

aendation? 

Yea . I think thh h what people want. 

Thank you, si r . 
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SECRETARI WRGE!iTHAt" S PRESS 
CO!lFEllSNCE, . JAfiUART 29 , 1942 

I 
H.M. JR' i.ny ni ce touch qucationo this mornin~. 

Q. We juet eaw Har ry \'1hite come out . Can you 

t oll us what news he br ou,eht you , sir ? .. llothi ne but what you cot t hrou!;}l ;your own 

services, I am sur e. 

Q. Well, we would like a little aorroboratlon. .. No, I ha.ve rot not hing • 

~- !Jr. Secretary , this week ;:rou saw not only 

Lo1•d Halitu and Si r Fr ederick Fbilli pa, but 

alao a group of t he Lend- Lease Adtdnistration. 

Can you tell ua what t hat is about':' .. ilot yet . 

Q. Does it concern ucbanee i n Latin- America? .. How llllrlJ" c[uutions, five or twenty? 

(l. Unt il you atop •• . " .. I just r.anted to know '11hethcr you had twenty 

questions . 

Q. C&n you say , &1~, •bother i t concer ns the 

exchanre problem in Latin Amer ica? .. I am not ready to t ill e.bout it ret . 
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How is the Johnson Act going theae da.ya, Jlr. 

Secretary? 

I don' t know, what do you think? 
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I don't know, I just woadered flhat you thou.ght. 

l don ' t know, 

h it posdbl e to Lend· Lease exchanr e? 

You mean --

Dollars. 

You mean foreicn exehanr-e? 

Yes. 

I don ' t know. It ho.s not been put t o me b~:~!ore • 

Par don? 

I haven' t. pot aeythlnp; like tr.at before me • 

It. has not been put to you? 

That is right . 

The Procurement lllieht possibl y buy thinrs i n 

a f oreign count rr for the account of a third 

oountry , alight it not? 

\'ell, &OJ:lfli:todJ' else has been helping ;you, but 

I am not in a position to help you. 

Oh, no co::unent on t riple pl ays? 

No, I lUI not - somebody haa been doin~I some leg 



.. 
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~-

--~ -
work, but I aa not goin~ to deny or eonti l"'ll 

it . 

Well, there are several people WS'f ahead o! 

me. I aa jus t catoh1ne up. 

O. K. I am sorry, but I can't help . 

Well, one of the r easons--

! mean, 1t the people want to eoc.e i n here 

and talk, that is their business . 

I cir,h t add, air , that I got what lit tle 

information I have fro:n an o!'ticial of tho 

Treasury . 

i\''ho ITU it? (Lau~ter) 

Crle of tho reasons for the drain of- -
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Well , I mean, I just "anted to clear the skirts 

of your visitors, because I t r ied them, and 

they didn' t talk . Oscar trB.a funnJ'. 

lJr . Secretary, one of the r easons !or the drain 

of forei~:;n exchange of the Latin-Ameri can 

countries has been the substantial internt 

p&J'IIlents on out at andinc ucurities held by the 

Br i tiM . In the cue of the Argentine n flwa;ra 
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A. 
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A. 

Q. 
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f or ins tance, and there han been ao:ae acbe:oea 

o! repatriating the securitiu aa the Canadians 

have done. I wonder woul d t he Treaoury Lend­

Lease lunda to the Latin-Amer icllll countr ies 

to rc-bu.,y their 5oeurities held i n London and 

at the aa.me time help t he British with dollar 

exchan.ee . 

I couldn 'l answer that. 

Jlr . Secrc..tarr , we are yetting r epor ts that 

there ar e spot ty" rwu on bAnks . ~·or exam.pl e, 

up at Wilkes-Barre , there was six hundred 

thouae.nd dollars dr awn out in one week of 

nhieh a porti on went i nt o curr ency and a 

consi derabl e portion, according to t he bank' a 

checkin";, went into Defense Bends . l n other 

words , they took it out of savings end put it 

i n Defense Bonds . Have you heard &n,y repor ts 

yourself . 

Have you uked t he Comptr oller ? 

1\o . 

Was 1 t at a national bank? 

rio, it wasn ' t a national bank. 



A. I will look i nto it , and, if I gat aomethinz, 

1 will be glad to give it to 70u . 

~. You haven ' t had these t hinea--

A. No . Ask Dave l:or ria to check it , will you? 

lat. SCHWARZ : I will chock it, both with Leo Crowle7 and 

Q. 

JI. M. JR' 

Q. 

A. 

--with the Coapt roller . 

I n addition, the acheae of pqing ott bonuses 

for overtille in Oeten:~e Bonds baa not coJ;~.e up 

to expectation in some localities . There 

have been reporta where the e.~:;ployeu ~ettin& 

Defense Bonds have waited fo r the tice l imit 

and cashed thom, which is offsetting that--

1 read about thal in the papero, but I have 

had no other report&. 

You have had no other r eports? 

The thing that is goine extremely well, and 

the thing thl!lt we are working very hard on 

is the payroll deduction pl an, tmd tha t is 

going extremely well, and compnny after 

cocpany i s tak.inc it on . That is goinro well. 

'rbat is our own plan. That is encouragi ne. 

(5 
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Q. 

You are not encouraging, o! couru, the 

taking out ot savings? 

Oh, no. I he.ve made several sta.tementa about 4 

no, the money that we want - that ia wey I 

mention 1 t - the ~toney we would like to get 

1:1 to have everybody set aside a certain 

amount each week out of his payroll and bur 
Defense Bonds . 

Current earninga . 

Current earnings; All the stress, all the 

ef!o1'h that we are making here, are di rected 

at that. Non, it is a. big country, and there 

are all kinds o! pl ans growi ng up , and peopl e 

ar e enthusiastic and want to do so.~:~.ethint', but 

the Treasury' s own plan and the plan which h 

bein" adopted b7 the worki nc cen and the 

management ie the regular deduction each week 

out of t he 'payroll . 

~ . Secretary , have :you heard of o.ey - have 

you been informed or any i nst ances or hoarding 

o! curr ency? 
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Yn, there ia ao:Je golnc on, and I made a 

!lat statement • the story which baa been 

goi ng around - I t r ied t o - I di d correct 

it flatly i n Cleveland, is that we ar e 

going to, in aome way or other, seize a. 

certain &lllount ol the aavines in the la:Yinr-a 

banks . We have no such thou'tht , and I aake 

a flat denial or it, and the thing ia 10 

persistent that you can' t help but be a 

little bit suspicious as to who i s starting 

tho rwnor . 

Could you tell us who you suspect ? 

!lo, but 1 would ouspeet t he same people that 

you would, but I can• t prove it . 

J.:r . Secretary, have you heard any reports 

thnt a considerable part of the bank saYings 

deposi h were being withdrawn because of some 

misunderstanding about the foreign fWl~s? 

No, but - no , there isn' t - it isn ' t large , 

but thoro is a certain amount of hoarding 

r;oin.g on through ru::ors that we were goine 
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A. 

to :;o in a.nd t ake over a certain antoWlt 

invuted in Government funds . It is a 

constant rumor . 

I uked the newspapermen to hit hard in Cleve­

land, and ther did . Any thine you men could 

do would be helpful. 

Do you conaidar 1l aervea a useful purpose, 

IJr . Secretary , to write more storiu along 

this llne? 

I thou,.ht I hit it pretty hard in Cleve­

land . They lll!lked me to do it there , and 

the men particularly were worried because 

the thing started in Cleveland. 

I mean with regard to--

Rleht now? 

Ri ght now. 

If you l eave it to me, I would l eave it 

alone, but that is up to y ou. 
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I mellllt only u a matter of advi ce, sir . 

I t hi nk by r epeating it all the tiae J'OU are 

brineing it to t heir attention, and it 70u ar e 

aski ng 11\Y advice , m:; advice would be , until 

I hear about lt again from some banks, I woul d 

leave it alone. ~ 

The r aaaon I asked , l.lr . Secretnry, waa 

t h.1.t unl c:u; you wanted us to write a ator1 

about it --

But I don ' t want to read -­

I woul d r o.ther not . 

• •• . in some newa weekly that I have attempted to 

clop down on the thing, and. so forth and 

Ob, no, For the record, I want to say ht 

I brou£ht it up voluntari ly and not u a cn.tter 

ot censorship. 

I mean in a weekly lllllgazi ne or somethinr~>, but 

if that is umleretood, that i s all right . 

',Vh.at else can we uy about thh? 

In collaboration of the sane idea, Ur. Bruere 

arnounced that twenty-nine million had been 

withdrawn f rom snin:;s banks . 
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You men decide UORI:Cit yourselves. Excuae 

me. You men decide llli10ngst your11elvea . You 

can decide now or ;you can wai t. 

I think purely as a matter of checkint; the 

thing that 1 agree "'i th Pedmoter tha t the 

best way you can atop it is not to mention 

it. 

Well, it l.s up to you men. You decide utongat 

;yourselves . 

No COI!Illenl about hoarding of money. 1.11 thrown 

out. 

Everythint will cre t'.te su3picion . 'I'he1 e ia 

no two ways a l::out that • 

.Ul rir ht . Thanks for t..sking the queatlon . 

11r . secreta ry, it pains ae to tell you th11 t you 

..:ere lli ainfol'lled by )'OUr staff on the state 

and municipftls , t hat there is a release issued 

on L!a roh 14 , 1941 li sting future i u ue:s . 

Of state and munlcipala by n ame'? 

Yes . 

It had the wol'd "future" undea•scor ed. 

[ t said the Secretary consistently opposed 

taxing outate.nding state and municipals . 

f l 
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A· On Uarcb 14? 

Q. Nineteen forty-one. 

)ffl , SCHWiR.~ : There la one Y~'rltten by the legal nt&Jf on t he 

Port Authority cue . The lay.·yers had written 

H, II ,JR: 

q. 

A. 

Q. 

'<· 

t hat . 

V1bat year us that written? 

Nineteen !orty-one . 

Old you discour lt'1 

I thoutht I wu correct About it, and checked 

around. 

The only way to co rr ect the thing ill to have 

you swo.p phcea IY Hh somebody ln the "'r tasury, 

and t hen I wlll ba saf e . 

Let ' s put 1.t this way , J.lr , Secretary, it took 

us about fl !teen llinutes t o check through 

various things and find out. 

And also the t r anacrlpta of the press confer-

\\ell , 1 lUll glad you !lre right Md 1 am. eorry 

I was nong because before I went out to 

Cleveland I had a check msde and that ia y,·hat 

I ns told . 

lbey didn ' t check very many places . 

c2 
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I think we were all so sure of the thing 

t hat none of us mentioned \ t in OUI' stor iet 

of the press confe1·encea . 

But I hftd a check ude . Is that ric;ht, Chick? 

Mii , SCH'U.RZ : That is right . I aight uy that I don' t rtnd 

an;ytbing previous to that statecent b;y the 

letal division to support that stateant. 

'l· 

Q. 

A. 

Q. 

lrhlch is the thing you had'? 

)Jereb 14, 1~41. 

In ..-he.t? 

Official 1'1·euury J•elcase . 

I t was in connection •dth that court test cue 

on the Nn York Port Authority. 

but not in a press confe,·ence'? 

Yes , f\ove•ber 26 • 

.lnd January 2. 

In the ht-a rin ~a on the Hill too . 

It is nice to be \.rong. [t keeps you human . 

Mr . Secretary , on tnat point have you heard 

anything from any of the state covernors or 

attorney generala , or from any or the municipal 

heads about their position on your proposal? 
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I h'lve had bo co~~~tunieationa , ont from L!J' , 

Fpstein Which he circulated pretty genet•all;y 

all a round, \"jhich the papers t•an on WondBy, and 

then I think iL i s the cove1'Ml' of khoda hland 

'llhO sent ln a tel ~_L ram .tavore.ble . 

Do you have the text o! the telegram.? 

You can h.otn the tele:oram. 

hvorable to \oha t p111•l? 

~-avort.ble to your atand? 

To ~ s tand on l axing income f ro:n out.atandtnc 

state and municlp11.ls . 

Has Hhode [sland got any outstanding? 

Kaybe he is " p11.trlollc !e!lor.. 

l'Jlowing J:r . "JJslein ' s - -

».ayt-e he ia a patriotic !eilow . 

Of course I gueas nobod:y gives a darn for the 

out.Jl!lndln.it bondholCers . They have no pro­

tection . But these fulows, t ne cost. of money 

is goinij: up for the City of NCTI York, and 

they &I'll concerned about: thnt , 1 undersl&nd, 

a:ore than lhey are for lhe holders of the 

outstandlng honda 11i'hO are not orianlr.ed • 

You can make thoee 1·e!Urk:s and __ 
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The 11P 11.1en 't my own I'CIIUl l'ks , L:r . Secreta ry. 

1 say you can coacent , but we have had , u I 

aa,-, t he Epstein Leleir&ll and one f rom the 

other . As far u I know, there i s nothing 

• ore. That is all. 

Can we have the text of tha t? 

Y,a, Chlck will give it to you . 

Epstein 'IOU untavorable , il tha t COI'rect ? 

Oh ,oah, t •ll say . 

'i'hal ls an unders tatement . 

I read i t on Sunday . 

'1h•• t \s an understatement (l au&hler) . Rut 

that l.s noth'tn; new. It is the Port Authority 

of New York postti.on, which hu been consistent. 

':'he Little Flo"er hasn ' t s ent you a tlle.;ram, 

has he? 

Not. yet • 

Any rtaet.ion on the trade dollar, wr. Secretar y? 

!"one other lnan Ml at. you ha.,e seen • 

'\ell , did Harry V.llite bring you any favorable - ­

Oh, I got - "'ell , l Don ' t t.ant to make - I 

Muld r· tber prepare i t. 

Did he arranc;e that confel'ence or finance 

alnhte r:s? 
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1 don't know, but you can tsk him that, Chick, 

and uk him to p1·epare a little statement on 

how they felt about the thing, wlll you? 

Well , would we be very, very far off t o uy 

that t he Treasury , in order to relieve the 

ti.nMcial IIi tuatton of some of these Latin­

knerican counlriea, aibhl possibly in the future 

I 

finance the repatriation ot t he securities held 1 
in London? At. the t!Ule time t hey ha ve got 

bl ocked aterlinc they coul d release, you see , 

and ease t he Rritiah ai tuation. 

Well, if you ue aakirlb me, I mean - ­

I am uklng you so you can tell us . 

Hasn ' t the "'reasury already done that, J.lr . 

Secretary? 

'\fell, I can ' t tel in on the discussion at thla 

ticte . I can 't cet in on it at this t ime. 

"nything new on taxes , sir? 

No, except we ar e v.or1dng. 

No d&t e fixed yet for your appearance before 

tne House 1fsys and l.!uns CoJ:Ci t tee'? 

No. You ttentlemen ms1 or uy not know Vr . 
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A. 
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J tam !ell down on the !. ce sOmewhere . 

Yes, I read. 

And was laid up for a week, so tha t set the 

thing back for a 11eek . 

I saw him hobbling i n here yesterdq (laughter). 

Do you have any more preliminary conferences 

scheduled wilh the Sena toi'S and Jlepresentat i vee , 

with Senator r.eot·ge and Represent ttve Doughten? 

Nothln& acheouled. 

~r. Jec!•etary, do you have any cotiCient on 

r.overnor Lehman' s budget meuage i n which he 

proposes a benty- five per cent reductlon in 

state ta:xea? 

Sl 

l guess I had better not say anythl.ne. I haven't 

read it carefully enough. Are you t,;o i ng to 

write I reCUse to cement on it , or hor. are 

you going to wri te it? 

He said , "I guess .1. hnd better not COJ~ment 

on it . " 

ell , repeat the question then . 

\.ould you COi:l:ilent on Governor Lehman's proposal 

to reduce state taxe' by Lwenty- five per cent ? 

I 
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I think l would atick to t hat, "r gueu I 

bad better not comment on t t. • 

'liould you also not coftDent on ~r. Doughten's 

proposal t hat ata t.ea cut their t axes? 

Same thing. 

Anything on financing? 

Helbing for this 11onth • 

It is pretty nur gone . 

That is right. Uo • 

\,ill there be som.e announcement the first of 

nex t oonth'"' "'he re 1 s some talk about next 

week . 

No . Y.f' will have a financlfl6 for new m.one7 in 

t:ehruary, but I don't think - in !act , I 

know it will not be next week. 

llr . Secretary , have you done anything about -

baa the ""re..aury aone anything about any -

advocating an,y le;;islation to aake the calendar 

ano fi seal years coincide? 

No. r think th, t r.-ould be up to t he Budeet , 

I have teen for ll for a long time . 

So~~~oe of t he "'ret~aury experts &l'en ' t , l!J' , Sec-

retary . 
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Y.'ell, t hat il what ukes horse races . 

Thank you , Mr . Sec retary. 
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Well, Wall. 

Good old Donald. 

100 

A. Have you seen the picture? 

Q. Yea, it. h a grand picture. 

liR. SCH'.'IiRZ: People in Radio Cit7 ~sic Hall s t ood up and 

cheered . 

Q. 

A. 

Q. 

A. 

Q. 

Any tinancin,e, Jlr . Secretary? 

No. This is trr1 - )'OU might paso them around. 

It is the s t atement on the Def ense Bond ealee 

in Januat7. You can use it as a direct quote 

or a.tlJ'" way )'OU want. 

J.:a.y I have one !or rq two hundred !itty million 

r eader s , please? 

Give him two copies. 

llr . Secretary, before the exper ts t;ot busy, 

you were auf'fioient ly questioned, I thi nk , 

be!ore the House Appropriations COtllllittee, but 

with regard to what 70u said about dlver , do 
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1ou han in m.lnd propoeing any legidation to 

repeal the existing silnr laws? 

'Nell, we are studJ'ing it. 

How c&n rou acc omplish that, Ur •. Secretar y? 

Well, I can't aooompliah it, but Congr eu can. 

Well, I mean that ia just the repeal o! the 

Silte.r Pu.rchue Act. 

Well--

Or would it be just a IROdification? 

I am not really r eady. It ia still i n the 

study stage. 

Whnt mi(;bt become of some of that 8ilver now 

that is beine; bought ? 

Well, one or the principal things that - where 

it would go ot ita own accord would be in 

industry. There i a a tremendous increue in 

the use of siher in industry . 

lir . Secre tary, woul d you advocate the aale by 

the Tr easury to industry of some of the l ur­

plus ailnr? 

That woul d be one of the recom!llendationa I 

woul d make . 

101 



Q. .. 
Q. 

.. 
~-

.. 

- 3 -
102 

You would? 

I would, yea • 

'lfell, 1a that consistent with the good neighbor 

policy? A.fter all, the silver is 1ol d in 

!lexico, Peru, and aome ot the other Llt1n~ 

American countriea plus Canada , and it tbe 

Treasury pulls a plug out of the JM. rket and 

the price of ailTer declineG, it will not 

only hurt Canada and other ailnr producing 

countries, but also China 11hich uses it aa a 

base for ita currency. 

'Nell, I t hink you are jumpine to conclusiona , 

!lick, that wo are pullinc a pl ug. 

Pardon me , 1 would a&7 the suppor t for the 

urket. 

He haen ' t got it repealed yet . 

Well, the demand for industry is ao great that 

there is no reuon to believe that the price 

woul d go down . "n\ere is no r eason to believe 

that the price would go dorm below the world 

price . 
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Wouldn 1 t the GoTOrJU.'H!nt te.ke a good deal of 

a lose on their siher if t hey aold 1 t to 

industry? 

Well, by the t!JDe you do the bookkeeping, I 

don't know whether we would take a lou or 

not . 

It would be purely a bookkeeping lou an,yway, 

wouldn' t 1t? 

But leave • • out ot that sturt, please. I 

haven ' t done 'flf/ bookkeepi ng. 

ltr . Sec::retacy--

1 don' t know 'Nhere it would leave ua. Leave 

that reMrk ot!, will you? 

I n apeakine of i:lduat rial uses of ailver, do 

you have in ::dnd usinc it as a substitute !or 

soete other thinc;a? 

7lell, t hey o.re doing it on their own. 

They are uaing silver instead of lead. 

103 

And on tin cu s they have worked out a method 

of spraying . They are spr&ring it w:i th a very 

fine coating ot siher inst ead o! tin. '11lere 
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'- h a shortage of tin and i t became a really 

important matter. b I say, the uae of 

silver in industry and for national detenat 

h goint ahead by leaps and bounds , and it 

104 

1a perfect}Jr pouible tha.t it - that we can 

not onlJ' take everrthlng that enrybodJ" offers 

ue but more bee idea, so it doesn't at all 

neceaaaril.Jr follow that the price would drop 

below the world market, the wor ld price. 

This price of about thirty- five and one eighth 

h about a fai r price on its own l evel, 1s it? 

I don ' l want to :say , but that ia the world 

price. That 1a what I a:n talklne about . 

You .mean, wh&tenr 1a the world price? 

Yea, the world price today. I mean, it doesn't 

necessari!¥ at all follow that it the support waa 

withdrawn--

Wr. Secretary, ther e is no world price . 

Excuse me ono minute. And we haven ' t been bl.cy'­

inz any silver to epeak of now for a l ong tizr:.e 

becauoe all the ailnr that ia being bought ie 
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bdng bought by other than the GoTerll.ldnt. 

It 1a beiD,g boueht by lndust17. 

.t.fr. Secretary, the tin ca.n expori.Jaent, a veey 

thin coating of eilver , did that appr eciably 

increase t he coat of the tin oan over tho tin 

coating? 

1 underatand not . 

In other words, we could get tin cans ailwer 

plated with a thin plating at not much great er 

cost than tho t in can? 

I understand that ifl correct , because tho plat­

ing h ao very, very thin tha t - (haven' t 

heard that it increases t he coat of the con-

tdner. 

Doea that take out t he requirement or tin'? 

mean, la there atill a. tin base? 

I beline not. 

I mean, i t elhdno. t es the use of tin? 

That hll\Y under standing, but I wouldn ' t want 

t o go out through all the new& services on 

t hat, but I underatand that it la e. complete 
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subetituh , but 70u had .better check up with 

t he Bureau o! St andards or somebod;y. 

They only epr ay tin on the metal , I think, 

J4r . Secr eh 17. 

The base 1a metal, but the coating h tin, 

and I Wlderatand it h the siher that takes 

the place of the tin on r sheet steel, that 

is what it ia. It is sheet steel which h 

coated to keep the thin£: fro:zt - it h the 

1C6 

iron which I think h poiaonoua to the food, 

and the tin h an insul at or. 'l1te silver hkee 

the place, but the spray i s ao verr, very fine 

that I believe they can do it, but 1 wouldn' t 

want to sit here and aay it aa a.n autbori ty. 

There ia one other thing which doesn' t quite 

!ollow tha t , but it may have been dhcuued at 

a previous conference, I don ' t recall, the 

possi ble aubatitution of some silver aniallo7 

in the making o! nickels, and using the nickel, 

of cour ee , ! or war purposes? 
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Since 7ou han ret erred to it, t hen un have 

a brain t ru.t in their r esearch department , 

and anything that I eay now, they go back over 

it, ao I have got to be very careful. I don ' t 

know. At the tu.ture conterencu, I retuu to 

coliDit !111'&elt. 

I wouldn't. call it a brain trust, lfr. Secretary. 

It is a research eo101111.i ttee. 

\'lith or without brains? 

J.r . Secretary, at the President's budcet seJ:l.inar , 

he said, "There is o. pre.ssin& need for pro­

viding taxation relief ! or businesse:s in debt , " 

thnt h , businesses that have fixed obligations 

that have to be paid. Has the Tr eaaur1 Ill¥ 

proposals yet !or the form that shoul d taka? 

'Nell , we have no proposal s other than those 

which I made at Cleveland which met with a 

hea.rty editorial aupport. 

Thank you, Llr. Secretary. 

Mr . Secretary, did l.ir. Soon~ tellrou what he 

w~s go inc to do w:i th that half billion dollar a. 
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I think yoU will ban to get that troa Dr • 

Soong. 

I tried. 

Get i t from whom? 

Fr om Or . Soong . 

And he referred me back to 7ou. 

Well, I ;ueaa wa will have to leave it lilce 

that . 

Can :you tell us what the provisions of the 

loan are? 

!CB 

No, I ac. going to teatify in executive scadon 

tomorrow. 

Will it bear interut, Jlr. SecretarJ? 

I am not r eady to sa7 • 

Befor e r.hat co::;mi ttee is that, air. 

I never knOlL Ar~a.y, it is the commi ttae of 

which Oldrm.an Bloom is chaiMD.ftn . 

For eign Relations . 

Foreien Aft airs . 

I never know nhether it h House Foreign 

J.!!airs or Foreign Artairs Colll.lllittee . ·,i'hich is 
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the Senate? 

Wt. SCl!.'lA.RZ: Foreittn Relations. 

Q.. Forolgn Relations . 

U.L!.Jit: A.'Ir,JTUl'J, the one t hat ill• . Bloom h chairman of. 

Q. Do you expect to give out a statement after 

70ur tutilllOn,y, ){r . Secr etary, in order to 

pr event garbling, you know. .. 

'<· 

A. 

A. 

A. 

Q. 

l!r . Bl ooa aeaur ed me ~ I missed the ribald • 

It u:uat ban been good. ttr . Bloom au ured me 

there would be no leaks. A.n.yway , when I go 

up there , i! there a re any, he will have to 

do t he talking. 

I would like lo bet with rou on that, Ur . 

Secretary. (Laue}lter ) 

'.'oben ia that , in t he 1:1ornine , dr? 

Ten o 1 clock . 

),fro . Secretary , do you have any clarifi cation 

today of the internat i onal currency recommenda­

tions? 

The only ones I have got, I arain r efer you to 

the editorial writers. 

\',bat happened t o Harry lb.lte ' s atate;nent that 
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n.a in the process o! making !or !our hour a 

last week and auddenl.7 was called of!? 

Chick, you will have to give an explanation 

of that . 

1!0 

UH. SCKii!RZ : I told them thf\t he h chcckinz: with tho State 

Department people to get the final reports 

! r on Rio . 

~. It waa llll announced in Rio, L!r . Secretary. 

L"l. SC!i.'IA.RZ : He will b&ve SQ:llething !or you yet . 

Q, Yr . Secretary, could we ho.ve a ae1Unar with 

Ur . '.:~bite? 

II.U.JR, 

Q. .. 
Q. 

A. 

'<· 

A. 

I don' t know. 

To ue it the lid h.u lifted? 

I don't know . I can't make a.n,y promises . 

There ia a definite proposal for a conference 

of Clnance ministers of all the twenty- one 

Republica . 

Hell, I don 't want to put the heat on anybody, 

but Chick will have to do a little explorine . 

Those resolutions have been civen to the press 

by the State Department . 

I didn't know that . I have been on the Chinese 

thine for !our dqa. 
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That la ruolut1on lUUII.ber !itteen. 

1 don 1 t know aeythins else other than Chineae . 

ltr . Secretary, when they speak about repealing 

t he Silver Act, docs that mean the Silver 

llatlonalitation and the Silnr Purchue Act , 

too? 

What I said was , aa far aa I was concerned, 

the7 could repeal it all. 

You have 1aid 1 t an,y ntl!lbcr of t i 111ea . 

That takes it all in. 

1Vhe.tever it is. 

And the ThoJM.a Mendr.ient? 

Silver. That ia as !ar as I went. That wa.a 

enough !or one day. 

Yu, but you have to have :lilvor u a bash 

to carry out. tbe ThOI:Ula at:~endment. 

No , not Thomu currency . I think you are ·wrong. 

Well, that ia u it rises. Is that pure? 

It is pre t ty much what the presses can turn 

out . 

It requires a good prea3, I understand . 

Prettr much. 
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Thomas won't agree to that, and unleu you 

!eel 70u have t o, I would just as lie! you 

didn't say I add it. I would just as lief 

;you di dn ' t say any thi ne . 

Have you diaeuaud the s ilver ei tuation with 

the allver Senators? 
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I huon 1 t dhcuuad 1 t with an:yboq out aide 

the Treaaur7 . That is~ trouble. (Lau ·~hter) 

l!r . Secretary , ia ther e anything: on the via it 

ot the--

What do thoy call it , the Lone Rider, i an ' l it? 

The Lone Rancor. 

That ill 110 . (Lau~ter) Ueigh-bo, Silver! 

Did you have &n eneagecent w1 th Dr . Soong todar? 

)Jr . Secretary , do you have &Jl1 idea yet when 

you will--

Yes, he was in today . 

Mr . Secr etary, the finance .Minister of Brazil 

l eft today to come to see ;you prea¥&bl y . Ia 

there anything: 70u can tell us? 

Now, again, I don' t want to say no, and I 

don ' t want to aay TU. It is in t he hands of 
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t he State Depart•ent . Cer tainlT the lut 

thing in the world I want to be is di scourteous . 

Until I saw it, I didn't ~ow, but for heaven' s 

sake l et ' a get somothing f rom the State Depart­

ment , what we should s a:~. 

llH. SCHNA.RZ: I will get it . 

H.M. JR: The lfiniater of Finance is on hi:J way, and 

they certain)J' will want to get r ea¢.7 tor hie. 

~. 

A. 

They all dorm there want a. bi g press just like 

on the Jlexican agr eement. They were T Ot")' 

helpful on that , and we will be very grateful 

for your help. 

Frankly, they bann't told me, but I don 't 

want to say that . Call up the man over ther-e, 

Schnrz . 

JJR. SCH.'.'A.RZ : I will get JloDermott. 

H.l!. JR: Tell l!cDercott to let me in on lhe secret. 

Q. l!r. Secretary, what ia the Brazilio.n na.t iona.l 

drink, if you are going to sign another one ot 

A. 

~. 

A. 

those agreeunt1? 

You like that , do 7ou? 

I don't kno.,, some of that stuff wu prel tr bad. 

Ho:t' di d you like that tequila1 



Q. 

.. 

.. 
Q. .. 
Q. .. 

- 15 -

It wu juat li ke Churchill' s stat .. ent, 

aan7 peoplt get ting drunk on such a 111U.ll 

bottle. 

We had bad coffee , too, 

One thing l{r. Earlr aaid he 110uld Ukt •• to 

correct, in t he atateaent he gave out, •u 

thAt Wr . Jonu and I met with the l udera 

on Saturd&J. That waa i ncorrect. We met 
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with the President, and the onl y aeetlng that 

t ook place with 
1
the leaders wu at ten o'clock 

t hh TAO rnlng at the o!tice o! the Vice-Prui­

dent . 

Y.'bat wu t hat 1.n connection with? 

'1\'itb thh Chine .. loan. Wr . Earl7 asked •• 

whether I wouldn't apeak to JOU genth111.en, 

and uke that correct ion on his behalf. 

I wonder 1! we could uk you thll --

It wu i n the atory that we met SaturdaJ • 

There was n? aeeting saturd&f, except }lr, 

Jones and I a et. with the Presirlent. 

Were the l..ongrualonal l eaders there? 

The Congruslonal l eaders at the oftlce of 
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the Vice- Pruldent this morning at ten 

o ' clock , Saturda1 llr. Jones and I 111et with 

the Pr esident . 

\\hat i a t he t•euon ! or this loan? China 1t 

a recipient of the Leaae-Lend !or one thing. 

You have helped thelll !rom a currenc7 ttand­

point. Could JOU throw soiD.e light on the 

r eason for the loan? 

I think 70u bad better wai t 1 and 1 iaagine 

}lr, Blo011 •ill aalce a fonal statement. It 

ia onl7 a day off, I suppose. 

Well, ie this a good gueu? Could you tell 

us whether this was a good guns, that 10 

tar the three power s tabilization Agreement 

onr in Chlna bu not achined ita obJectln, 

and t hat inflation h etill on onr there? 
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No. I haven ' t. got the t hing, but 1 f 70u could 

look up t he sgreement of - what I think they 

call the llgreement of January 2, where 1 t said 

members of the United Nati ons would help 

each other wherner possi ble - ;you can g.t 

thea a cop71t th•1 hann•t got one. 

la that that Twenty- ah: Power atateaent'i 
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Yea, that we would gh'e aid to each other and 

ao on, and that it part of the aar&e i dea, o! 

the January 2 atatn.ent, of the United Natlona 

atattm.ent . 

I wu Just trying to detenaine To"bether \t 1a 

a curr enc7 mon or whether 1 t is a 110n to 

provide thea with funds to bu7 goods . 

\tell, it 1a j~.aat an onr- a.ll loan. Thh 1t 

not - thl a La just to help you men wrltt thh 

story. It La a loan as part of the United 

Nations thing - 1 bann•t GOt it here, but 1.! 

rou look 1n the J anuarr 2nd thing where they 

said that tha aignere of this &greesent would 

help each other againat the .Axil, that thh 

is part of the Jaunary 2 prograa. Now, does 

that gi •• you a 11 ttle guidance? 

Yea. 

It auat be for aorale purpoaea aho, lan' t it? 

Will the aone7 be apen.t here, )ir. Saerttary? 

Let' a go a little taaJ. Yte are doing this 

thing to be helptul. 

CartalnlJ. 
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4n.d the 'llhole idea 11 in this thiag which wu 

aigned b7 the hentr·ai:r natlou, wu 1t, that 

they fiOuld help uoh other in evef7 wa:r, and 

yo~ han aeen a thtem.ent come out of England, 

a.nd t bay are doing something, and we are doing 

aoaetblng to help a •••ber o! the United Natlon. . 

Tell ua thlt, llr. Secretary. Is the -· 

This ia all !or what you call baclq;r ou.nd . 

1 a the Chinen yuan - baa 1t depreciated 

recently again? 

Not particularl;r. 

So China baa a ttable currency? 

I wouldn't u r t hat, no. Out it isn't Just 

the currencr. It is to help them generallr, 

I m.ean, in the tlght that they are aaking agaiut 

the J.Xia. Ther hue asked for help, and now 

l ngland and ouroelvea are going t o give i t. 

Could you 117 --

This ie all tor background. 

9,buld this be a gold loan or a dollar lou? 

It aight be both. Again, onl7 tor baokgi"'und. 

I don't want to be quoted on thla, on any of this. 
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llr. Secrehr7, would thil ban e.rthlng 

t o do with the tact that in par ti cu.hr 1nahncu 

China baa found it Terf unu tl daotorr t o get 

what 1 t need a through Lend- Lease becauu th•r 

a1ght get aoutbing a little different than 

ther aak, and ther like to do thelr own bu.ringf 

No • 

Well, ther do not need this loan to bur lhlnge 

that ther could t;et under Lend-Lease, do tbeJ1 

No • 

Do the7 need it to buy thiJ16a i n Ru.ula? 

No. Who used the word "morale"? 

I dld . 

That ia aa good a word as anr • 

Could tber b\Q' things in Ruuiaf I wu 

t hinking o! rour statement before the com!.ttu . 

It makes the Jape si t up end take notice. 

You have got i.t. 

But guns are better mo;r ale builder s than 

doll~ra or gold, Kr. s ecretarr. 

There i.a a paycbologl.cal point there . 

Don't crod Clt too :aucb. I u. supposed to 
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come up there tOlllorrow. But all I can ••7 

to you people 1.a that whatner way rou • r ite 

it, t he whole purpose ia that 1t ehoul d hate 

good to General Chlang Xai·ahek when he geh 

it and when be read t about it, J OU ue. lfow, 

I aa nry ftutul to say anything ao aa to 
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l.n any way aour that tuh, rou ue. The 

idea is that the loan ia being made; England 

is aalcing a loan and we are making a loa.n. 

We nnt it - when he reads about i,t , and the 

Gemana and the ItaUana and Japaneu hear about 

it over the air, we would like it to be 

as bitter for thea and as sweet !or Chiang 

bi- shek u possible . If you can write it 

t hat nr, it will help in t he general effort. 

I e.a being 'fery frank . Jn one ••1 we wanted 

a bitter pill, and in the other way we wanted 

it Just u aweet u pouible. 

In other worde , you wanted t o let both 

partiu know we haven "t forgotten about the 

Chinese. 

Vert .uch ao, includln.g the Chinese . 

'I 
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! o get it all atr d.ght, thla ia all for 

backgr ound? 

All for backa:round. You are i n the wri tlng 

profeulon and I llll not, but I want to go 

onr 1 t again. You have asked ae to htlp you. 

V.'hen ;you ni te 1 t, u I aa7, we would like 

it to eound swut to Chiang Kai- abek partl­

cularlJ, and to the rut of the United' 

Nation•, and just u bitter u pouible t o 

our ?nellllu. 

J.!r , Secretary, now that the experts hue uk:ed 

their questions, I would like to ask about 

the auto tax (laughter). 

That ia a aucb more difficult quutlon than 

the Shblliu.tlon. 

J.a I told John t . Sulli nn, the trouble ia 

thAt aome of the people seem to run out of spit 

and can't lll.&ke the thing stick (laughter). 

I don: t happen to be. responsible for t hat one. 

Anything on that, I refer you to the Honorable 

John t . That il hi s bab:y. 

to ;you have aJl7 idea --

You kind of llurred that . 
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.. 
Q. 

Q. .. 

Q. 

Slurred or dipped? J.nyway, I hann' t h&D.dled 

it t roa the beglnnJ ng. 

Well, aeriouel7, )fr. s ecretar1 -· 

(Ott the record.) 

They did a bad job, I mean . The sllckum 

wu on t he wr ong side (h1J8hter ) . They 

didn't put enough ot it on, and they didn ' t 

know whether to put it on the fr ont side or 

the back aide , tnd l t ia a men. 

Are you going to put anybody in jail about it'? 

I don't think we t hould put any auto~~tobile 

person in Jail . It anybody, we should look 

around our holllt town. It is a mesa, any way 

you look at 1 t. 

I will bet you could write 1 t all orr as war­

time fun . 

1 s thi a off· the record or on the record, or 

what'? 

WR. SCHWARZ: Do )'OU .ant that ott the record? 

H. I!I . JR : Chick says ott the record . 

Q. That is a ll i n tun. 

(Resume discussion on the record . ) 
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I a& ur1oul17 ukiq the queat1on whetbe r 

it h the polic7 ot the Treuur7 to put 

anybod7 in jail tor tenure to bu7 autoaobUe 

uee etmpa'l 

I can • t anawer you that. You will hue to 

uk Sullinn that and get an &niWer. I doD. 1 t 

know what the antwer 11. 
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Q. Couldn•t you get ut an antwer, Chi ck? 

t.m. SCHWARZ: Yea. 

H. M. JR: I u. certainly not going to dt!end tbia ehmp. 

Q. M.r, Secretary, will this live hundred Dillion 

dollart come out ot the Stabilization Fund? 

/,. 

Q. 

/,. 

Q. 

J.o 

Q. 

No, detinitely not. It will be a Congreuionel 

act approprlating thh m.one7 !or thil t peoi!1c 

purpoae. 

One queat1on on doauti c iuues . 

What do 70u call the sticker? 

Thie 1s better than that . 

Ian• t that doaeatic? 

Can JOU tell Ut now when the ta.x~hnringa 

are going to begin before the Houn W1.1e 

and Weant Colllli t tee? 
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I ba .... n' t beard a word, not a word. 

)lr. Stcretary, at the Capl tol a lot o! people 

are talkin.g about ulea taxes theee daye, eome 

under the guin of the war, and eoae 

said t hey bne ahar• been talking about 

i t~ and 1n toae c ircles 1 t h said that the 

Treaaurr would aupport, or at leut would 

not oppou a tales tax proposal. 

Well, I can onlr again aar t hat the onlr t hing 

I have made up rq Rind, is that What I u id 

at Cleveland, a.nd beyond that nerytbing 

ia wide open. 

You didn 't touch on the questlon of ulu 

taxu there, did you? 

No. 

Wr. Sullivan did that t he same day. 

What d id he aaT'J 

Be bad a long speech blasting the aalea tax 

on Saturday. I auumed that wu the Treu urr• 1 

polic7. 

libat be u.id, I will endorae. \Ulatner 
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be uid, I will endoru, lndudln,g whatner 

he a&7• on the auto at .. pa. 
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Q. ltr. Secretar71 when do 70u contn:plat. new 

aone7 tln&Dclngt Han ;rou tcheduled a Meting 

thla week with the Open llarkttf 

Q. 

Not thla week. 

Back to China for one llinute, Qat il t he 

tt&tua of the Stabllhation adn.ncu that have 

~een ude or offered to thea, llr? 

Well, I don 't know what - I han got nothing • 

did we announce the original onet 

llR. SCHWW: Yea , n did, 

H.M. JR: Did we tell thea bow web? 

KR, SCH'N.lRZ: We toli! tha bow IIUCb, 

Q. Fifty aillion. 

A.. There hu been nothing since then. 

Q. l'bere were just two, t he !Lft7 llilllon and the 

fort)'- aight allllon? 

Q. .. 
l'ell, the lut one tliU the llft7 alll1on one, 

and there hu been nothi~~.g since then. 

Prnioua to that, just one? 

There wu another one agalnet gold. That wu 
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an adunce aga.inat gol~. 

Q. The fortr-eight million? 

J., I forget n.act17. 

liR. SCHWARZ: Flftr. 

Q. Could we tUWIIt thh, that the E.zport-Iaport 

Bank credih, under which the Chine .. wert to 

ahip ue strategic aetals,hne not aaterialiud 

to the point where the7 hue gotten a ntticient 

number of dollara thAt they needed, and thia 

.. 

Q. .. 
Q. .. 
Q. 

!1 ve hund1·ed million dollar lou h to make 

alll then lunda na.llable to thea? 

No, U.r. Jonu has made several loa.na, of which 

the)' hne been prompt i U repaying on t111.1, 

Yte aade the11. a Stabiliz:ation loan, And Lend-

Lean hu ude the111 certain nry handeoae 

corral. benh. Now, the answer is that 1 t 

iln•t enough. 

It ia not enough? 

It ian' t enough • 

Can we aake that for the l'tcord? 

What ia that? 

Your atahaent in connection wl th thia, t~ 1 t 
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is not enough' 

That h right. Hence, the l ethr to the 

President aski ng Congreu to approprlah fhe 

hundred llillion. 

1Z6 

Ur. Secretary, hue )'OU receind a COIIIII\lalcation 

froa - I don't know ~at the raae of the organi ­

utlon h , but 1 t is an auoclation of colD 

vending: acblnu and the Ulr:e, who protut 

agalnat &nf alloy or an;r change in the conttnt 

of coins becauu their protective dnlcu 

won• t throw them out. 

lii SS CHJ.UlfCEY : The7 haven' t come in here. 

H.U.JR: 

Q. 

Hot to IDJ' oftlce, but that doun•t a ea.n it 

haan •t coae to Treasur:r. 

lfr, Secretary, ho tax queationa. h there 

an:y pout b1lit7 that the Treasury' a goal 

in taxes may change prior t o the enactaant 

of the f inal tn bi ll, ei t her that we will 

have to pay out acre or n will find more 

coming in? 

I don't lcnow how to anner it. It ia a good 

I 
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. ~ 
queation, but I can't anner 1t. 

Q. The second one La, h there an, wa7 of uylng 

when ;rou think ultimately there will be a 

tax bill? Will it be before !all, do you 

think! 

i . Well , 1! I U)' that, you will begin to come 

beck on •• the fourth of Jul7. 

Q. · No, 1 1ron't say an:ything elu. 

A. No, t he other fellows will. I think 1 had 

t I better duck l t , 

Q. May I get the Pacific data on these Stabill -

ution loans later from here? 

A. Defini tel7. 

Q • Thank 1ou, Vr. Secretary. 

• t 
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Treasury Department • Defense Savings Staff 

~ • N<W< MAn:: -~ 
februa ry ) , 191!:! 

FCI. r ·~lf.TE. RELl4SE 

.AS!il:'Gf' •', 0. C. - Salls of Ol'fen.se S..v1n,oa ·onds for January U~Gunted 

to ~l ,o6o, S47,000, it was tnnounced today by Secretory • orsentb.u. 'nMI January 

rtpure , which est11.t>l1ahed a """' hlrh JtOnt.hly sales record, br 111£1 t.he tot..U or 

Defense Savtnrs .,.ends .,urchalled toy t.ho I.!Dertclln ;'!eOI'le atnce, U!Cl Treasurv•s 

>avtnrs Pr osra:·'l WillS launched on ~.Y 1, 1941, t.o .:J, $97,7$£.,000, The prevtous 

record f or 1:10nt.hly salell was act In Decer.bN' .hf'n so.loa t.ot.11led ~,$25 ,599 ,000. 

January salu 'l!'!'re dlvtc'ett u follC'Ii'S : Series£ or.dll - U7,4ll ,OOO; 

l'r!ea f - "77 , $$9,()(.(); and 5<r1l's" - .JlS, $77,000. 

Toul cash Ol'poslt.a et. t. .. c Trc11.story for all three Rrlea of onds by 

~:~C"nt.ha : '.ay, $J49,eiCI,Cl(.(l; Jun<', 'iJli1, 527 ,COO; July, ;Jh2,1J2,ooo, 

.,u ···st, ~265,606 ,000; Sert.~r, $232,327,000; Oet.o' f'r , '·270, 713,()(('; 

•:ovel!lber, 1233,1167,000; lleccllber, ~.$2~ , 5~9 ,COO; Jan~.:.nry, )10060, Sh7,000. 

T0t.11.l ay 1, l9hl t.hrou;h JNIUI.f')' Jl 0 191!2 -- <·3, 597 , 75L,OCO • 

--
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H.M. JR: 

Q. 

Q. 

Q. 

J. . 

SECREtlRT KORDmHJ.U' S PRESS 
CONFER!HC!, FEBRU.lRY 9, 1942 

J.n:thing on !lnanclng, Ur . Secretary? 

No, we Just bad a meeting: with the Federal 

Reaerve • what do they call it, open ru.rket? 

You know what I mean. I always eet mi:ud up 

on thel r title. 

Perllaeter haa it . 

The Executive COIXllittee of the Open ltt.rket 

Comtti ttee o! the Boa.rd ot Governors ot t he 

Federal Reserve System. 

Ordinarl.y called the Federal Open }Larket 

Co.lll:littee. 

He gou to the head of his class on that . 

Jell, we aet and I think tb&t we will have 

aon:ething for r ou c oat likely l ate '1/edneaday . 

For Thur ade.y morning? 
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For Thursday morning' s paper a . But the tinanc­

ine '' ill be on--

Friday, isn ' t 1 t? 

FridA¥. We give t hem an extra day, 
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Wbat 11 the dope, Ur. Secretary, on raialng 

the limit or the national debt? 

Well, in the not too distant future I will 

have to go up to Congrees and ask t or it . 

'A'hat iG the lenl in mind? 

I am not prepared to sq. 

Senator Geor ge said a hundred million dollars . 

ilell, I am not prepar ed t od"3'. It will be leu 

than that. 

At l eaat a hundred million? 

A hundr ed billion. 

l!icht you not aak, in fact , thnt they reoove 

the lini t dtotJether ? 

We tlicht do that, but there is nothing - nothing 

baa been eet ;yet. I want you to understand 

that. How ar e you going to write it? 1t 

l east a hundred billion? 

At leut a hundred billion and perhaps take 

it ott a ltogether. 

That ie right . 

A.re rou eensoriJl{;: our copy? 
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The budget calle !or a debt o! a hundred a.nd 

hn. 

Well, then TOU had better put 1t • 1s thllt 

what they aay? 

Oh, rea. 
That ia by 194.4. . 

nat il provided )'OU raise the ntra taxea. 

·.That 1s tho uao o! ea.ying •at l oue? ;t 1t 

il a hundred and ten, I might u well la!J 

a hundred and t en. 

Is anybody worried about tho debt Hmit any 

more? 

A. Cb, I am sure they are . 
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J...~. SClflllRZ : A hundred and ten, !lr . Secretary, ill the figure 

eatluted !or June or '43. 

Q. 

II . U. JR, 

Q. 

.. 

l'l.at 1a right. 

Yu, but let me • I had tboae flguru this 

morning when I appear ed be!ore that-~ 

I n the meanwhile may we di scuaa your !riond, 

Donald Duck? 

Sure.. I hear the7 are voting on hia right 

thia minute. 
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Tbe7 b..t you on 1 t . 

'nley belt you. 

No, the;y are havin!I a - what do you call 1 t? 

Roll call. 

Will rou cocment, sir? 

There are two nriations o! the teller ntu. 
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1 still think 1t ia one or the best innstr.:l;ents 

the Treasury baa lU.de . It I had to do it all 

over again, I would repeat it. I don' t know 

&tlJ" better way to bring t o the eoven million 

new taxpa7ara the pl ea sant announcement that 

the7 have to P8.1 their tun . .. Donal d Duck 

has done it and is doinr; it every day in a 

much better " "1· 

Now that t he picture is n!t.de , Jolr. Secretary, 

..mat would you do in case that Con&reas re­

fuses to appropriate t he money? 

\'/ell, l et ' a cross that bridge when we come to 

it . 

" · \ The •oney has alrndy been paid, baa it not, 

eighty thousand dollars? 

A. I don't know, but we will croas the bridge 
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when we come to 1t because •• han got a chance 

in the Senate . 

Yr. Secr etary--

I hann • t - excuse me. 

Pardon me. 

The vote hasn't been counted yet . Tbe estimate 

ot tbe public debt at the end of the !heal 

year of 1943 is a hundred and ten billion, ao 

1! we go up we would ask !or a hundred and 

ten. 

Instead .pt thllt hundred billion, it would be 

at least a hundred and ten? 

Yes. 

)bo , Secretary, as a matter of principl e, hu 

the Treasury reimbursed any ot her a ediwa for 

adnrth'ing or pro~totine; Defenu S&Tine;a or 

any other Treuury- -

Cb, we are doing it all the t i:ae. I mean, 

wit h this exception. We haven't taken aey paid 

advertising i n any newspapers or magazines , 

but , I mean, we prepare ada and we han - you 

have seen thuo series of ads that appeared 
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iD. the Wuhlngton papers , but we haven~t 

paid a. dollar !or radio or newspaper or 

magadno adnrtialng. 

Well, th• question is , Mr. Socretary, whether 

it .h lair to r eb:burae Ur . Disney !or his 

coats and not reimbur se the newapapera or 

radio s t&tion• for their coats, not buy 

time or b\.11 apace t o reimburse them for their 

coats aa prea1.11bab~ 1ou did Ur . Dilner? 
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We paid him or propose to pay hia t or hi s 

out of pocket expenae. 

Wasn' t that mone;r appropriated in the twenty 

million dollar appropriation tor the Mlole 

Defense Divlalon here , that ei hty thousand 

woul d hue come out of that? I think the 

President requested t went,.- aillioM of dollars 

or some sWD like that . 

Twenty- six million . Tho twenty-six million -

no, the7 voted on tha t this morning, and they 

paned the twentr - six million. The twenty­

six million 1a for Defense Bonds . "nlen there 
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are unral other Treaaury lteii.a, one to 

increue Roy Blough' a ata!t, one to help on 

this ao-called onrlapping tu:u, and the 

third h the Donald IN.ck pictW'e . All thr ee 

ot t hou t hey ban lmped together , I believe. 

I think they are all lU!:Iped toget her. 

l!r. Secretary, I would like to have )'Our 

opinion on thh quution, whether 1t 11 fa.ir 

to rel.Jlburu one mediUI!I. of education for ih 

coat and not others? 

I don't think it 16 a question of tairneu. 

We approached the Diane7 organization a nd uked 

them whether they would make a picture for us 

and they agreed to do it it we would agree to 

rei11bune t hell. Cor their out- of-pocket expense. 

How, you go to a newspaper and we prepar e a 

series of full page ads a.nd the l ast one I saw, 

the PotoJM.c Electric Company paid for it, and 

the newspaper - I don't know what the Star gets 

for a full pag:e . How much does it gat , fhe 

hundr ed dolbre? 

You are thinkins ot another thing . Just let 



i 

- 8 - 1"5 

me tinhh a llinute. 

q, Pardon me . 

A. And let ' s say the Star eeta tin hundred dollare 

a paee. Well, they r eceive five hWldred dollara 

!or a full p&fte o! adverthinc . Now, let ' s 

say that thh wu a deputment store. Th•1 

get just aa much tor this page u they do !rom 

a department store, and they don't uk the l 
depar to.ent store to pa7 f or the white paper and 

the ink and 10 forth nnd so on . I don' t see 

how you can compare the two. 

q. We are thinking o! thou SJ~ULller cuts and i n 

some inllhnou larger cuts where it hn' t paid 

advertising to the newspaper at all. It is 

just a cut that the newspaper grat\litousl.y puta 

in the paper. 

A. I don't know whether you are brlngin& it up on 

your own or whether you have been uked to bring 

it up, but up to no11 no newspaper publi aher haa 

raised the question with M with one exception . 

q, Can you give us the name, air? 

A. 'llle onlJ' newspaper publisher that enr raised 

l 
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the queaiton wu Col onel lieCormiek ot the 

Chi cago Tri bune. 

What question epeeitically did he rain , air ? 

It waa a question o! these e.da, and it you 

want to eee hie answer - I mean, I had his 

answer !or a long time. 

Well, the Editor and Publisher has !or IOQe 

t ime been ralainz the aame question, air. 

I know, and we had I don' t know how l:a.DJ' 
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hundreds and hundreds o! trade journals and 11 

the only one out o£ t he hundrede of trade 

journals wu the Editor and Publisher , but 

with the uception o! t he Chicago Tribune, 

Ur. l!cCormick, there isn't a single publisher. 

There must be a thousand newspapers now rUD.D.ing 

thh c~palcnlne with the newsbors, and then 

they run these little - I don ' t know what you 

call them. Some o! them. are on the f ront and 

some are in aide . The newspapers ,have been 

per fec t ly nrell and the radio atations and 

enrybody else, and I !ll.:f, with the exception 

ot Col onel WcCorW.ek, nobody has ever rahed 
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the quutlon. 

Do the brokers in the New York Stock £xohmee, 

who are lltllbeu o! the I B.l, r:et a out on those ? 

No. 

They ue doing it gratuitoual.J' also? 

They are . 

The;r are on the oo.a.e basis u the banka? 

Just the eac.e. 

That brings us rit;h t down to the nub of the 

thing . Banke, the newspapers, and what-not 

pa:r t heir out-of -pocket expenses to carr1 the 

'I'reaaur:r - well , for lack of a bitter word, 

propaganda. That ian' t the word, but wey 

does t he Treasurr ll&ka an exception in the 

case of o1alt Oisner? 

I think it i a nry obvious. You have the 

thing hera and for the newspaper to put up in 

their own little inaigniticant way - what iJ 

the cut-of-pocke t expense to them? 

I! ow about radio programs . 

I 

: 
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A. illt to go to Ur . Dhne:r and ask: him-- i 
t he picture actue.lly coat him fortr thousand i 
dollars and 1 t is g~ing to coat--he is going 

to lose at leut !itty thou11and i n billings 

becauae this picture is taking the place of 

other pictures of his. Aa I say, at leut 

he basn ' t char ged a.nythin& for bia onrbead 

or anything else but the actual coat and I 

don ' t eee how you can cOJ;lp&re it with the 

ne\1e.paper tba.t sticks a thing like t his- -

a little do!enne thing up in the comer . 

Q. Well, because sir, by the same token when you 

point out that Disney i s going t o lose fifty 

thousand billings, tho nel"!spapers throUJ;hout 

the co\Ult ry lou a lot of adver tising revenue 

when the a<ivertisin& i s taken up by the do-

nation of space . 

A. Well, I ' ll ma.ke you a bet t hat if you go to 

any of your publhber a that the net gain that 

t hey have r;ot ! r oo advertising, page after 

page, that tbe:y haven't asked :you to raise 

thh question, ban they? Has any publisher 

asked you to raise this question? 

Q. fl o. 
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Ckt the net amoWlt they are way ••1 ahead. 

They have gotten l don ' t k:nO"W how many pace• 

of full paee advertising through defense bonda 

where the merc.h&nte have pai d it. 

Di d anybody ever have tho i dea in the fir s t 

place~-

! am sure tho publishers haven ' t . They are 

way ahead on thi s thing and they hann't cot 

it dcmn on a dollar or cenh basis and I hope 

I a.o. not oing to get the doTm on a dollar 

and cents basis because I nould t•ecre t it 

ver y c.uch. 

Did &n;ybody have the idea that Disney ~:~ight 

be able to sell this thing t o his regular 

booking agencies? 

No, we approached him on this thing, and 

as I u.;y, we have approached him on this 

thing and ho s t opped his whole work . No, 

I don' t go to a newspaper and say stop your 

presses and overythlnc el se and civo me thils 

thing . I mean it is thrown into a lit.tle 

place in the corner. He stopped everytin~;, 

I 

,. 
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hia whole production in order to get th11 

thing out on February lat., and now hla 

Olm pictures are being shoved out ot 

many thea tera in order to make room--

and some o! these theaters that pay him a 

thousand dollars a week, he has been shoved 

out o! theae to Clake room tor this thing 

and he likes it because he thinka he is 

caking a contribution. He likes it. Now, 

nith the exception of Col. L:cCorcick, there 

isn ' t a a single newopnpe• pudiaher in the 

United States, and I don ' t consider the 

Editor and Publisher a newsp&per, that I 

haven ' t had the pleuantest relations with. 

VJhy start oot:lething? I! any publisher h n 1 t 

sa tiatied, I will be core than pleased to 

sit down nitb hirt. 

i'lell, Just ! or the record, 11r . Secretary, 

it is Congreu that started s0::1.etbing, not 

I knott, that in all richt, but thal ia their 

privilege , But aa I say, if there 1a e.n;r news­

paper publisher who h diuatiafied, I would 

141 

l 
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hie whole production in order to get thia 

thing out on February lat . , and no• hia 

own pictures are being shoved out of 

manr theaters in order to make room--

and some ot then theaters that pay him a 

thousand dollars a week, be has been shoved 

out of these to make room tor this thing 

and he likes 1 t because he thinks he is 

caking a contribution. Ue likes it. Now, 

ui th the exception or Col. J.:cCorc.ick, there 

isn ' t a a single ne\VIipapel pud illlher in the 

United Statu, and I don ' t consider the 

Editor and Publisher a newspaper, that I 

haven ' t had the pleuantest relations with. 

Why start :>Ol:lething? I! a."'.y publhher isn 't 

:~a tiatied, I r.ill be core than pleased to 

sit dcnm nith hin. 

Vlell, just for the record, J!r . Secretary, 

it is Congr ess that a tarted socething, not 

I Ienon, that i s all richt, but that ia their 

priTilege . But as I say, if there is nn:r news~ 

paper publhher who is disaatia!iod, I would 

141 

' i 

I 
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like to sit down llJld talk it over with hill. 

Just t o wind thla thing up, sir, r egardleu 

of what Congress finally does on this questi on 

of t he Disney abort, iiJ the short eoing to be 

displayed in the theater s as pl anned orieinally? 

It is beint; displayed in practically every 

theater in the count17. We have got eleven 

hundred reels that we are goint; to co ahead 

with . 

Has it been shown at the r/hl t e J;ouu, ;.tr . 

Secl'etary, do you know? 

You will have to nsk Cr . Earl y that question . 

\',ell, sir , wu the adllinistration advised 

in advance o! the Disney pr oject? 

I take full reaponaibilit7 f or this. It 

is purely & Tr easury project. 

To insert a little huc.or, Nick is coinc t o 

be down f or his physical examination Friday. 

I 
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I hope ner7thing we do in the Treuur7 11 u 

good u thh particular picture. 1 hope ner7· 

thi!ll it u a:ood. 

!nything new on tuu, }{r, Secretary? (laught er) 

i.Jiy date indicated Jet, air, u to when hea.ring• 

will beg1n? 

No • 

Soaeone wrote not until after )larch 15. How doee 

that aOWld to you! 

I don't bur nr7 well • 

Hue you a.ny other comm.ent on this sharp riu in 

money circulation, }tr, Secretary? 

No • 

Ani more reports of hoarding in any parh of the 

country? 

No • 

I see there are !ifty- two million dollara in len­

tbouaand dollar bills outstanding. 

Well, "' juat met here with fifteen or twenty 

peopl e that have to do with banking, and no one 

raised the question. It was thh open 111.arket 

cocnlttee. No one raised it, 

llr. Secretarr, hue rou gone any further about 

the meeting of the Finance Uinister of the berican 

l 
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Republice'l 

No, I han been 110re than busy on thia lo&n to 

China . I hne tuti!le.d three times now. 

When will we get the details ot the provisions 

ot that loan, air , bow it will be handled and 

what it 1a for , and what not? 

You will hAve to walt a little bit, now 1 hue 

got a tlnanoinz on of our own. I haven' t had time 

to - I hne just concentrated on loana to China 

and now I AID colng to concentrate on our own bill­

ion and a halr loan, and we will tr'J to do one 

thill8--

That loan will be available to thelll almost 

im:nediately though, won't it? 

As soon as ConJVtSI passes it. It passed the 

Hou:se. rlow it goes to the Senate. 

The China loan is in? It has been signed? 

Will you have to go up to the Sena.h? 

I don ' t know. 

The lo11.n has been si enod by the Presi dent. 

That was the appr opr-iation thing. 

~. that is right . I appeared thil morning 

before the Appropriations , and the7 had a. hear­

ing and Toted 1t out a.nd passed the l:iouae, anti 
I 

I 
i 



Q. 

"· 
Q. 

"· 
Q. 

"· 
Q. 

"· 

"· 

- 17 -
145 

now 1 t hu to go to the Senate 

)lr , Secrehr7, will that loan be chargd agt.lrut 

the general hnd in the Treasury, or will 1t come 

out of the th.bUiution? 

}fow, gentleaen, I don •t know. 

Do rou go up to the Senate? 

I hnen ' t uked yet . so:aeti.au the7 aelc 7ou, 

a.nd aomttlua they don't. 

Can you tell us an,-thing of 70ur auting with 

Dr. Souu. Coate.? 

It was purely a court uy visit . 

Will you u e hi• again? 

Ob, aurel7. 

That i ndieat u a series of talb that wi ll go on 

for ten da71 or aenral weeks, do you know? 

1 don' t know. 

I a he here t o borrow 110ney? 

I hnen•t heard. 

Do you expect to see him again? 

Oh, yea . 

He .. u not? 

He aaid not. Well, he hasn't asked ae ret . 

i 

I 
I 
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Yetf (laughter) 

No, I don 't think that is wh&t he h her e for. 

Will you be diuppoi nted U he doun't, air? 

No, they are in good shape . They have got a 

fnorable balance of trade . They are in good 

shape. I may ulc hill. for some money. 

(Faeet\oual7) (Laughter) 

Subtc~tptions tor the new offerings? 

11.5 

Something . I al.ghl ulc hia to pay for Donald Duck. 

He is more interuted in exchange of gooda, isn' t 

he, strategic COUIDIOdi tiea lilce rubber? . 

He just cl!ll.e in and aaid: •How do you do," and he 

renell'td his acquaintanceship of three or four 

rears ago, and we didn't talk an1 business . 

On China, }fr, Secreh17? Hue you aeen }l_r , Fox 

since he got back? 

Yes, and he 11111 be glad to talk with you gentle11.en 

tomorrow morning if you care to see him. Ut hu 

got a good story. 

Here in the Treaaury1 

Yea. 

Will Chick adTl u us of the tiae? 
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Tu . 
Can we aake 1t in the afternoon, dr? Oh, no , 

ucuae me , the 'White House preu conference !.a 

in t he after noon. Th&nk you Mr . Secretary. 

' 
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SECRE'Tl.RY WORGEHTHAU' S PRESS 
CONFEREMCE, FEBRUARY 19, 1942 

What i s new? 

Vice Ycraa. 

Well , t hat 1a a good way to ahrt . 

J:r , Secr etary, you probably reme!lber Repre­

sentathe Gore when you were up be!ore the 

House Banking and Currcnc;r Com.ittee. He 

, ude a report before bankers in which he went 

farther than the War Powers Bill and urged 

that the i uuu be not over subscr ibed, that 

the Reserve banks take the whole issue and 

then redistribute it, Tr easury issuea. He 

spoke in a "a'J that indicated that he llight 

hue had a little support. 

Henr he&rd o! 1 t until you mentioned it now . 

He didn' t have any support here . I never henrd 

ot it. 

\'/ere lJr . Eccles and hi:J gang over here y ester-

day? 

Uow, walt a &inute . Are ;ou booking it up with 
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Ia that a nice way to talk about the ~'ederal 

Reserve:? (Laughter) 

l!e didn ' t call them parasites. 

Ganga t e u-: 

Well, aettbera o! t he Federal Reserve Board 

were OYer here. 

Can you tell ua what you discuued, sir? 

Oh, IJlU tual problea:s. 

What is that, air? 

ll:utual probl ema . 

Did it hne to do with financine? 

lft9 

ilell , we have lii;Ot a lot of problems , They will 

be our, I think more frequently as problems 

beeoae--

Yore acute? 

Excu:se me , did they upres:s their opinions 

r egarding the tax pro r an:s, J.fr . Secretary? 

c»l, we talked, I uy, about a. l ot of mutual 

things . We covered the war front . 
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Will you reduce reserve requirement.? I under­

stand the decision is inaainent. 

\fell , thAt is something - that power r eats with 

the Federal Reserve . 

' Are you in tuor ot arq such step aa that ? 

I u not prepar ed to answer your question . 

m:ty, J.fr, Secretarr? 

Becauae I 11.111 just not readJ' . 

You did discuss the quest ion of reserves? 

No, I am not u;yin~ what we discussed. We 

discussed a lot or things . 

Would you deny it then? 

No. Frankly, it isn ' t up to illC to say what 

the Federal Reserve Board is or ian' t going to 

do. It la their action. 1 am. not goin~t to . .,.. 
Jlr , Secrehr,i' , could you--

They are acceaalble, aren't they? 

No . (Laullhter) 

And that is correct, llr . Secretary . 

'Nell, I can 't t-.elp that . I nean, I don' t want 
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to be quoted directlJr or indirectly u talk· 

ing about their ruponaibilities. 

Well, speaking o! somethi ng that il your 

r espond bllity, Ur. Secr etary, CM you tell 

ua what these tax proposals are that r our 

group is taking up on the 11 111 today? 

Well, I read that , and I don' t know o! a111 such 

meeting. 

There i:J, sir. 

Well, it 1a news to me . 

A.ren't you going to mee t with Senator George 

and Ill'. Dought en? 

No. Nothing baa been cl eared with me . 

Nell, as I understand it, Ur . Sullivan and 

Ur. Paul and eome of the others were going up 

ther e . 

Well, talki ng !or IIIY&elf only, I can onl;y tell 

you what I know. The tax pr ogr am has not yet 

been cl eared with me . 

llaa not ;yet been what ? 

Has not yet been cl eared with me . 
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Does that aean that u of thh minute the 

Tf.euur7 u wch hu no tax proer&lll? 

no, it lll,lt&nl that thh thing which hu been 

written i n the morning ia incorrect . I mean--

l 12 

Isn' t it true, Jtr , Secret ary, that you are about 

read;r to confer with lr!eura . Doughten and George , 

that the preliainary discussions between th~ 

erperh have just been concluded? 

(Discussion otr the record.) 

Off the r ecord. I think the next ti11t we do a 

tu bill, we will do it the way we alwa7s do. 

!/e will r o up there and do our fighting ln the 

public instead or doing it tbil way. I don 't 

like thh etu!!, I don't kno'a' how you men 

like it, but I don 't like it. 

We don' t like it . 

That makes it unanb:ous . I mean, we don 't 

talk, and this thin~ roes up to the Hill and 

botmce e bacl.. on uo all the time, Md it btU 

nade lo ts of trouble . 

We are c&ught in tho middle . 

No, I want t hat position. {Laur;hhr) I inaht 

on that poaition . 
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(Ruuae dhcuuion on the record.) 

Well, wha t can 7ou uy on the record? 

On the t uea? Hothlne: . 

Well, Jlr . Secretary, on the r ecord coul d you 

•1.1 that thh the weeka o! prelitdnary con­

ferences on the tax question baa br oucht an,y 

definite conclueion u to the uount of 

reYenue to be r daed? 

l'rbat I can aay on the record , I do think that 

these talks which have been going on between 

the tax eta!! o! the Congrese and ours baa 

been helpful and hu saved time . As I under­

s tand, this 11ee ting that ia taking place - 1 

didn't know it wu all announced, but 1f there 

ia a aeetinf1, it h to be a continuation of 

these dhcuuiou, but these - there have been 

a l ot o! points where they have talked , and 

they hue come to an agr eement t~o that there 

will be time aaved once the bill ie int r o­

duced . 

You aa7 t he7 han cone--
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Or once tho bearing starts. There hue been 

a lot of pointe where the:r hue come to an 

agreement. There have been a l ot. I wu told 

that they have act ually discussed sixty dlf~ 

ferent aubjecta. 

You mean t7Pea of taxes? 

Yes . 

Can rou say how 11An.f or tho se sixty they 

agreed on? 

Well , they hue agreed on mo3t of the.o • 

That ill not sixty different types of taxes, i s 

it? 

llo , but there are questions- ­

Taxation questions? 

Taxation questions . 

Well, the impression hu been given that the 

agreements have been on minor iaaues and th&t on 

the vital lsaues ther e has been no agr eement. 

Is that correct? 

Well, I wouldn't go - t here are a till SOI:le very 

important poinh that have t o be agreed upon. 
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Well , could it be pouible, llr . Secretary, that 

:rou were t o have had a conference with Wr . 

Doughten and ~. Geor ge, but the plana hue 

been chRnged? 

(Di acuuion ott the record . ) 

No. I underatood - as I say, I don't know­

aeain, thh meeting which 1 t hought waa to have 

taken place last nir.ht has , I think, been po:sl­

poned three lilllea . That is ju:Jt for y-our -

that ia ott the r ecord . So when I read about 

it this n:.orning , I lftl.8 told it naa going to 

take place l aat night . It 'liaS to have taken 

place l ast week. I think this is tho third 

poslponelllont or this meeting. 

The mec tine that we arc asking about has again 

been postponed? 

1 don ' t kncm. I under stood they wer e to have 

met informally 1 off the record, with them lut 

ni r,ht, and I heard on the radio t his IIIOI'ning 

and aaw in the papers i t was to be t od1.1 , so 

that i s • 1 didn't kno;r that it had been can· 

celed last night , but I do knoll' • I think it is 
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due to Senator George's illneu. I don't think 

he has been well. I think .it hu been poet~ 

ponod thr ee timea duo t o, I think , illnua on 

hi s part. 

(ResUIWI diecusaion on the r ecord.) 

Well, wouldn't a ceeting like that be o! more 

eigniticance than juat the ones that have been 

held to aate becauae, after all, 1! the thing 

ia brought up to Sena.tor Geor ge and Con •rescoun 

Dougbton--

Yoa, 1t might be, but again, as I undel'itand, 

the meeting wu their seeking, not ours. 

And you were not in on it, but llr . Sullivan 

wu? 

Yes , and Paul. !hej ~re not ready !or me :yet . 

Ia there &f\Y end in sight, L{Jo . Secrehr7? 

I hope eo . 

When? Could you put a time limi t on it? 

No, I can ' t . I hope so . 

How do you feel , l£r. Secretary-­

Do i'OU hope it will be soon, air? 

. . . about waHine until the Jlarch 15 returns 
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are to ue what the aaount is? 

I hope it won't be that long • 

!a 1t 11 matter of weeki! or months? 

I think weeks . 

How many , air? 

I can 't sa.,y . lle is t r,yinP' to get ae down u 

t o a =atler of tiate . He says, "la it a utter 

ot weeka or conths?" I would •83 weeks. 

In a few weeks? 

Before the bill wu drafted or passed or what ? 

Bet <Ore I come up a.nd etart the hearinz with 

tutlmoey. I d idn ' t say that . He said , "Ia 

it a mtter of month• or weeks?" and I anne red, 

"Weeks . • He mi ght have asked •• ditterentl.r 

and I aif ht have anPer ed differentl¥·• ' 

Do you think 1t would be hours or d&JI or 7ear a? 

(LaUJ:bter ) 

i\'ell, I hope it is days . 

Ur . Secretary, would it be possible for you to 

tell us which ie the greatest poi nt of con-
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t rover s7 on this tax ~~&tter? 

llo , I can ' t, much u I would like to. 

Carry it out i nto the open a 11 ttle bit? 

No, u r uy, we tried this syate111 once . 

:!.~8 

Could y;ou aay, Jtr, Secretary , whether you will 

continue theoe conf erences until ;ou h.ave a.n 

agrecent before the hearings comence? 

No, I think what we have got to do, we have eot 
to continue these conferences up to the point 

wher e we agree , we have yone a s far lU we can, 

and then we havo r,ot to go up on the Hill and 

tell our story. I am sure t h&t Senator George 

and .llr . Dou~ton ar e just as anxious as I am 

to get thh thing started . 

As a t axpqer, I wait with bated brhth ( facetiously). 

Well, in IIIJ' dual ca.paci ty, I am i n the ume con­

dition as you ar e . 

Could you gi ve ua any i ntimation as to when you 

are going to ask for increase in the debt limit? 

Well, thAt lllso is - we will have to - it h 

in:ninent. 

It is pretty i.mainent? 

Immi nent. 

Would you say nexl week you will probably do 
soo.ethlng about it? 
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I aainent. 

Then your debt lhti t--

In effect , you have been asking for it for 

weeks or months, haven ' t you? 

No , we haven 't ye t asked fo r it. 

You will formall7 ask Coneress for action, 

won't you? 

Yes, lminent. 

Did you dilcuu tha t with the Federal Reserve 

11gang11 yesterd11.y. 

On two counts, I refuse to anawer that. 

Will you :~ay that you will uk Congresa to 

raise or elbinate the limit? That La what 

you u i d before . 

Last time I said - ho'll did I put it? 

At leaat a. hunJred and ten and poaaibl :y altogether . 

Yes. Jlow did I put i t? 

Either . 

Ei ther one or the other. 

You will aak them that? 

Pardon? 

You will ask them to do one or the other? 
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Mr . Secrel&rJ, can JOU tell ua &nJthing about 

the confer ence wl t h ~r. Stettinlua yesterdaY' 

Ue wu onr on the quut ion of our purehue 

oC Lend-Leue gooda tor Ruul a and unted to 

make sure that nerythlng waa going a long 

1CO 

all right and that we were gettlng ever)"thlng, 

particularly steel. 

Ia th11.t an ac t ion of u:pedlt.ine; deliveriu to 

Russia? 

Yes . 

And what sort of answers did JOU glve hia? 

t told him that aa far as I knew we were going 

to be able to ge t it and if we couldn't, we 

would ask Yr. llalaon ' s help . I don ' t know 

whether we will have to ask hla or not, but 

I told hla certainly, if we couldn't be sure 

that we would get the stuff in time, t hat we 

would ask for whatever pr iorities are necuur y 

so that we could get it. 1 felt confident we 

could get it . We buy an awful lot under Lend­

Lease for Russia . 
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Can rou u;y whethe r thla partlcular da7 l t , 

!or iut&nce , •hether you are on the schedul e 

in your purchases? 

1 thi nk n aro all right . 

liow about dell nriea? 

.u rar aa I know we are all r i ght . 

.Ul right on deli veriea too . 

.h tar as 1 know we are all richt . 

That ia on non-military ilema ll'hlcb Procure~tent 

buys • 

A.ll far u I know Yle are all right, but he just 

wanted to make aur e, and I told him 1 wu very 

glad to have him come over and check up on us . 

l(r. Secretar•,y, on this question of the new 

Russian loans , does that indicate, sir, that 

the or iginal one billion dolla r loan has been 

CO!Il.phtely COII!lni lled? 

I can' t augment the Pre.sident' 9 atalecent . 

"'he President uid as much? 

Well, what ever he said will have to :~land • 

I can ' t help out. 
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Yea • 

And, Mr. Secr etar y, could you aleo tell us 

why t he Secr etary of the Treuury baa a 

Catholic Biehop on bh staff'? ThAt was a 

little bit puultng, Bh hop Sheil. 

I can't add rasa hl• as Mister, but I invited 

hi• because 1 think he is one or Aaertca•a 

outstanding citizens and he sent a mutual 

friend, Judge Cempbell of Chicago - he atated 

that the Bishop would like to be helpful in 

the war et"fo r t, was there anyway he could 

hel p the Tr easury in the way effol•t, a.nd I 

told Judge Cll.tlpbell that if the l::lianop would 

care t o help, t o advise U lJ in our di'te'hu bonds, 

that I would be delighted to have him co11e do1m 

u one of ADler1ca ' s outstandi ng citizens . 

It is just for Defense Bonds? 

It 1s Just fo1• Defense Bonds . 

1.lr . Sec r etary, is ther e anything- -

! ac nry glad that he is coming because I am 

sure that his advice will be very uuful . We 

hue a number of advisers and be will be one 





~. 

A. 

- 17 - 1C4 

J.nything on alien property. ilr . Secretary. 

Nothing elu, unless you want to know aometblng. 

Well, the papers aay that you will appoint a 

three 11:\li.R com:nitteeto administe r it. 

Yes. I don ' t know where they got that a t ory 

froa. 

Is i l correct, ti r'l 

Y/ell, ther e hn been a three ma.n condltce 

handllng thia thing for 1110ntha and 110ntha and 

110ntha . 

On that very bo.aia1 

No, the:-o hu been a mecber of the Department 

or Justice, one of St ate and one of Tr easury, 

that have been handling these matters !or - I 

don ' t know, eve r s ince the question cu:.e up. 

Well, Llr. :)ecretar)'--

And I don 't know of any ot her colllllit.tee othe r 

t han this . 

m. SCH\\'A.RZ : The ntw regulatlona , llr. Secretary, aay you will 

H.lf , JR: 

designate a t hree 11an comittee on the innatlng. 

Did lt'? On the i nvest i ng? 

lat. SCHWA..lt7.: Yea. 
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H.M. JR: Well, 1t ls the aau eon:mittee. 

I.!R. SCH'NiRZ: It is the lll.IQt, 

H.M.JR: Same com lt.tee . 'lhere is nothing new. 

Q. h there any nne on the appointment of--

.l. I 11.ean, J,l.r • .lchuon hu been repreaenting 

Stat e and Ur . Crowley has been repr esenting 

Juattee , and [ have nothing e lse in aind. 

Q. .. 
Q. .. 

Who h t he Treasury r epresentat ive? 

}{zo , Foley • 

Leo Crowley? 

Yea • 

1C5 

Q. But wh,' did t he President i aaue these l'egulatlona 

on February 17, J.l.r. Secretar)', uend.atant to the 

Trading with the EnelllJ' Act which wu published 

.. 
Q. 

in the Fede:-al Registe r? 

I am not h mi llar wi tb what you 111ea.n • 

Well, if this colllllittee uisted, why did the 

Pr esident issue addi tional r egulations which 

you aigned and which were published in the 

Federal Register creating a specU icdl7 

Vested Propert7 Com.ittee for one t hing, 
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and then designating under six sub- heads 

whst you can do and what you can't do . 

You uy these t hings bad exi s t ed befor e 

and I am just curious. 

I am not famillar--

K,y understanding or that .. ., t hat it ... , 

a technical order in which you divested 

yourself ot certain authority which you 

had under the act and perhaps gave it to 

this colllllltlee . 1a that right? 

The committee was an informal comittee 

which came up a.nd had been operating on 

an inforaal huh nry succeaafull:y hmdling 

thl s be h een these three department. . flow, 

1C5 

I u not !uillar with what you want. U there 

is something lftgal and you want to know aoce­

thing in addition--

No, I have read all of i t . 

Well , Mr . Secretary, what all these legalities 

boil down to is the question ot whether you 

are goi ng to be the Alien Property Custodian 

or Leo Crowley. That is 
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what they are trying to find out. {Laui;htr) 

Well, it la nry simple. The President hu 

given ua t h\1 authoJ•ity over his a\gnalUI'C 

to carry thia out and Mr . Crowley ia - I 

have uked hie •hether he will on an informal 

bull continue to advise us and ueiat us. 

He said he will, so what the President did', 

he did on the advice of Mr . Crowley and 

;e.yult, and that was signed by both of us . 

so -r . Crowley ia perfectly happy lll'td I am 

utilfled and the President --

\\ell, there is this further question, Ur . 

Secretary, \.hether it was the Preaident •a 

intention to vest those powers now teaporarili 

or perm.anent17. 

\\ell , 1 have been around V.ashinG;ton long enough 

that I never expect anything to be permanent , but 

we ha.ve got 1 t fol' the moment and I suppose it 

is like norrthing els e; it we do it aatlafactorily 

we will s t ay here and if we don't do it aatla­

tactorlly the President .-ill g ive 1t. to ao:aebody 

else . That La his prhilege . 
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Thank you, a.:r. Secret ary , I wrote that ;you 

becllllle the Alien Property Custodian. 

!C8 

\!ell, now, I nould like to take a uinute and 

just explain . Yte here don ' t onviaacc any Alien 

Proruu•ty Custodian . After all, we have cot 

seven billion dollar~ "·orth of assets , frozen 

asaeta . Ourinc the last world war the entil'e 

Alien Properly Custodian IIIJ90Wiicd to about n ve 

hundred ..dllion; and the 'lr.ay it ia aet up uOTJ, 

wo will do it as part of the whole ireton !unda. 

lie don ' t expect any Alien Property Cuntodh.n , 

nnd furthor-r.loro, our pr esent policy is tha t 110 

do:1 ' t expect to sell any of thue buoine:.aes 

for tr.o reasons . IJ: there is no hone;r, t here 

will be no n,. uy I finish'/ T ,,ould like 

to -:et this over t o you . Furtho;· Ol'e , iceepine; 

the:;e buaineuea intact ana riddi n · the~ of 

Axis influence, A::toricanizing thc111 and iceeping 

tho:n i ntact up to the tb.o 1;hen the Pr eaiacnt 

ai ta aroW1a at t ne peace table o..\d then th;y are 

there ! or him t o di:lpose of at t hat Hue . I 

would llke t o .el tllat over, becuuoe it is an 

ontirol7 diJ.!'erent ·concepti o:~. than \,e had before . 
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You say he will dispose of lhw.? That I:oana 

t he proporlioc Ol' V~hnt? 

Tho prope1•ths, and zettle them at the peace 

table . I mean, here these properlloa llre, 

&nd I thinj( the time to dis}-ose of them or 

settle the= l":i aa a part of whatever setlle­

nent is matle then they ne"'otiate the peace. 

And until thnt ti.-:.e yoll expect to keep lheol 

intact ac !ar as pocsible, dr? 

Expect to keep the. intect . 

Put in Auorico.n operatort~? 

Put in Ju,orican operators, Mericanize t he 

ctt:~panios, rid lha:~. of any ene4r influence . 

;:r. S.ecrotar1, ere there YCrJ L:&fll of them. 

that you can conve1•t over to speci!ic •u· 
purposes? 

'i1ell, those '1'10 are ••orking on eo far are all 

those r.hich the Al"!ll¥ and J,avy are pulicularly 

interested in . ill of the:n have ver; ii.lportant 

contracts for the Arrtt and the t:avy . 

' r . Secl•elary, is not this c~ittee to tolcct 

its Ol'<n chdrt.an1 this cm::o..itteo of three? 
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As far aa I know it ia . 

\lho is on the eou:Utiee--? 

A story thh l.'lorninc st..id so. 

Not. only that, u._r. Secretory, but tho final 

decision Wldor tile rep,ulation V;hich the Presi­

dent deler,ated to you ;:;ivu you the final say 

so on any appeal on any Cecision . 

Tho threc-::!An cOCI...i the acts ana accept!! claics 

and can call e. henrins:- to test or to dhcovor 

nhich h a ri ~httul clnic to a proper ty, but 

then lhc flnal ciocision i:l up to you so you 

hnvo tho final say so and under the circum­

slancu, Wldcr the - the TJ•ee.surJ hno t hat 

power, hasn ' t it? 

Tho ~·•1 the tl&ttor str..nds nor., tlte Pl•e:lide.,t 

h.o.s &ivcr. us the po .. er to ta1:e c11.re of !!.lien 

properties , and 1\0 are ~oing to do il as part 

of the regular Treasury business \',ith t he 

advice and help !roc State and Justice, and 

ne hope to I'Wl this thin~ in a very buoinoDD-

like unncr, conserve the assets of the coupanies , 

see that the cozapanies proauce the caxioum. they 
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As far u I lmow it is. 

\,'ho is on the co..Di Ltee~-? 

A 11tory t .uill t~orninc sdd so . 

t\ ot only that, "-I' . Secr etory, out tho final 

decision undo:- t.J.o rep,ulation •hich the Presi­

dent delo;ated to you -i vet you the !innl say 

so on an;, appeal on any it.ecision. 

Tho three- :::.n:l cG::I,i...jtlee acts anu accept:; claics 

and can call a benrin~ to t est or to dhcovor 

nhich is a ri -ht ful clair.: to a proper·ty, but 

then llle final oecision i:: up to you so you 

hnvc tho fino.l aay no and unO.or the circum­

a lances , Wider the - t ho T1·eanur; hca that 

power, ho.sn ' t il't' 

The .. &) tn.e Ll8ttcr stLncJ.s noo., be Pr·o:.ido .• t 

has ':iver. us the po •. er to ta.:ll care ol :1lien 

properti es, a.:1U ~c are ,_;oing to do i l u purt 

oi' tho roeular 1'reuurj' busine:;s \',i th the 

advice and help ! r oo State and Justice , and 

we hope t o run this tilint; in c. very budno~o:-

liii:e canttor, conserve the asseh of tite coupanies, 

see that the cwpenies proouce the IJ8.Xioum they 
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can for tho r.ar ef~ort, tive l ho.u additional 

\.a r conlraele if tho7 can handle t.ha:~, and 

17!. 

in tho oaac, o.e I :;ay , of the Aniline und Oye 

parliculnl·lr, I think they supply ninety percent 

of all li1e dyes for the uniforms for the at"".aed 

forces . It. io just t1.1ll one fuclor alone . The:r 

na•e certain secret pt·ocesses o:\ rhoto~raphy taat 

are enor . ..oual)• im!'orta.nt to t .ae f,ir Corps o.nu, 

as I SO.J , t.Le Ar<JY and .av; are so intereat.ed 

that the.., • .ave ncnt. oe a l l'ionl,y va. e docu.;;:;_ont 

on Just this one co...pany. 

ltave you pur ~:~d t.Je.• 01' all L110 :.iOI'tla·.s? 

tiot yet. 

I Wldet·stand tl.at so. .. oone tolC. ::to there Y.ere 

t;OJ'C 'ur..ana in 'J«'tel·al Aniline ant:. •'il..c thAn 

there oro O!l lue ee.stern iront . (Laudtter) 

\,ell, I · .. oul1. :.a.,. it nasa cli·ht exr~-:.ero..ion . 

Just n sH:ht. oxa tlration? 

Yes • 

• :r. !.iecretar7, can you SaJ \,he thor this order 

give:; j"OU all o! the por.er over A.lien l'roperty 

tnat r;e1·e crea~eO. under tl1e !irst .. ar .t-o;.er:'l 

A.ct? 
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I believe so, but you had uelter check that 

witla Poley. I believe that h cor·r·ect , I 

think they ho.ve nll boon transf er·red to ue, 

but I hopo you ,qot the si pificance v.hen I 

said that if there is no honey, there will he 

no fliea . 

172 

Yea . Did you say, U' . Secretary, t eat in tne 

l ast \,ar there er•e only five hund1•ed uillion --? 

In the entir•e Alien Proper t; Custodianship . 

Th~ Preduent said at a p1·ess conference t ,1ore 

>1ould be one Alien Proper•ty Custodian . I ot 

the i dea thaL ultkc.tely this inter-dt~part.J..ental 

nrrnn.·e;..ent r.as :ob to e abolished. 

Evicle~tly, for tl1e tiiac bein1; he has cha.n-ed his 

cind. 

That is tne thin that is in ;;'ome of our .J.iuds, 

J.:r . Secr·etery, \'lhether thh is for lllO li-e 

oein: only? 

~ell , I don ' t knol'l 

The reuon I sn~· that is , t:1Y inforue.tion r:u 

that this T.as OLly a very te..1porary arran a..oent. 

I thint: that h i ncorrect. 
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Kr . Crowley, not be in~ attached to lhe Juslice 

Department, would seem to han opeoh.l ai gnifi­

cance i n lhi a picture . 

(Diacun i on off the record. ) 

All 1 can say , t he ron son I 1!1117 everj'th inr i:l 

temporary , I consider evel""; thlnl" i:l tcaporar; 

and a f ter all , you ar e n;:pointed . 1 •m not an 

elected officer, ao =v a ttitll!le is , evcr7thin& 

is te:~~porary , but nhen this th ine wns ,ivon t o 

ua her o .within the past week , at t he Lime -

this i s f or your cuidance, not on the record-­

There \Y!\S no i ndi c ation it wan not por:::nncnl. 

I am not diaput int:r you, llr . oiccrotar] , all I 

au snyin~ is that I was ~iven i nfor t:l!llion . 

'i'he on!] reason 1 am sayin~ this is because for 

the l1ut oonth sone p~orle have boen telling 

t ho Aniline people , "Thf' Trea.sur7 will bo out 

of this lhinr- b·r the fi rs t of the aonth , so 

JOU don ' t have to pny A.ny attention to what they 

are doi n ~~" , " :lO when this orrier cnme 3lont, I 

':las qui.te surpr ised . I t di dn ' t holr it any. 
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(Reau:Je diecuuion on the record. ) 

Ur . Secr etary, h there any roaaon nhy 111 

couldn ' t have knO\m t his on, onllo.y when 'Jrenaury 

re r"Ul o.tiono \,ere i&sued? I , 8.1JOil· olhot•u, 

inquired \ .. 1ether these rc,;ulntions 1.'\eo.nt "'that 

t hey now ueued to mean . 1 r.aa infort.1eJ they 

dio.n ' t ::tean anytbin;, ,ut ••ere purely le;.~pornr; . 

I don 1 t lotOI• • .. uo ,:ou spoke to. 

1.ell, I L:l not ~oin·" to ... e:1.lion any na.:us, but 

I soPko to l ite person I ao supposed to SJ.'ee..:t lo. 

lJt. SClr.~ARZ : lle talked r.lt!\ our office . 

..•.. n., 

~-

I aleo U~de an inquiry ana 't:as told tunt the 

order on Gener•al Aniline taldn over tne stock 

of the coctpany T.as done t;ndcr re ulo. tio1. s o! 

the forei ·n fw1d:1 control section ana uia 10t 

orldno.Le !J•o... !...o .ihite .. ou:.e • 

No, r.o couldn' t do this, and I o1.1 lcin ' l do it. 

1·dthout the full authority wnich we nol"l i1avo, 

o.nd \,hich ho ht.s "h·en us . 

· .. ell , isn ' t it true that Defor·e this oxecuti·we 

order .. aa isliU-11 the '!l'easur.i· did not have the 

aut.1orit;r to t&<{O over ::toe:.: control b;' a..,/ 
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That ia ey Wldoratantoinp. ~~e have that author­

ity . Under t he first "ar powers act, u I 

lUlder otand it, a t hint; called 5 ( b) was included 

and nas taken away froNt us and no\l tnat has been 

returned to ua . 

That ill the Trauiinb i;Hh '1he Eneoy Act? 

Yes, thet has now been l'eturned to us . ;,o ha\e 

all t.:tc authority to e.ct and will l'I0\0 proceed 

as lon as r.e ive satisfacto1·y service, and \',O 

rdll try t o r,ive oatisfaction, and I nc not 

rJorryinc: about it. 

\'.ell, :.ir , there are fellows in the roo~:~ who 

took t:,c pains to check t;1e stor.r and d.irin ' t 

ret it because of the fact they nero ·iven a 

bum steer, and fra.1 . .l.y I can ' t see any reason 

w~ you anould bot a bum steer on this parti­

cular thin, • 

\'1ell , I waan ' t here, and I don ' t know r1h0 p,ave 

JOU the bll:l s t eer ; and if they tnvo you one, I 

a.c sorry, but r.hcn I can talk on a sub;ect I 
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eithc1· tell you the wi1ol e s t or y, or none . You 

Jm ow t hat by now. 

Yes . 

176 

I don ' t hint . I citbet• tell lOU the r.hole stot7, 

or none . I have t r ied to tell you t he nhole 

storj. 

You have . 

\;ell , I have tried to. 

Thank you, air . 
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It is a nice day . 

Tnere i s five dollars there . 

Doea it look u t houch somebodJr paid me? 

!7? 

Have you seen that m'lchine that cuts the1:1. down 

to little onoe? 

lio . 

They hwe one at the l.lex.ica.n Penitentiary there . 

They can just cut l hn ri[;ht down the middle 

lene;thwi se . 

'fell, what 18 the news? 

I undersbnd you are to t estify in About a r.eek . 

llarch the third is the day. 

Before the House 'f&ys and l!eans on tuation? 

Correct , on the invi tation of Chairman Robert 

Dough t on of North Carolina . 

Can you ~ive us a preview? 

Yes . 

Now? 

Uo . 

Before? 
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No • 

That ia the ninth ann.lver sary ot the New Deal, 

hn' l it ? 

l'.a.rch 3, yes . 

They started ble. 

You will outline the Treasur;r program at that 

tille? 

That is richt . 

l!r . Secretary , I understand that you are--

1 hope it wi ll be the Administration ' s program. 

That is IYhat I mean , yes . 

There is a difference. 

Is there? 

Sonetimes . 

This ti:::e? 

No. 

\\ill it be a pro§&m to which the Conrreuional 

Conunittees have agreed in advance? 

Well, ne will ace . 

I understand that your staff is stud,fine; a 

su~-.ution whereby b&nks which now deduct from 
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their i nveat:ment inco~r.e expense.s incurred in 

t he buyln~t and selling o! tax- exempt aecuri ties 

and partially extunpt would be chanr;ed so there 

would not be that deduction in effect . That 

would be a r ow1dabout wey of removing tax 

exemptions . 

Didn't Gregory do a piece on that in Sunday' s 

Tribune? 

t'lell, your start confi rc:ed i t !.nd a ai d you 

hadn 't approved it ye t. I wondered i f yol.l had 

app1•oved i t . 

Ylell, thtLt woul d r,e t i nto talking about the tn 

bill, wouldn ' t it? 

~/ell , just one phase of it, Ur . Secretar;r . 

(Lau,o;btcr ) 

Well, thi s lcavca it so that on l.iarch 4 Gregory 

and I can tall: it over . 

All right . 

' I t hink ~te r.i ll have to l eave it that way . ."l11at 

else? 

Did ;;ou r each this mecti n ~of minds with t he 
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leadera of the CoDI'llittee:s t hat you wore • 

indicated to us once that you were searching 

!or? 

ole are on the le.a t lflp. Lots of things can 

happen i n the l ast ln.p. 

1"0 

You will ho.ve another meeting before the hU.I'· 

in_<:r;? 

Yes, definllely . 

With l:.r . Doughten and Ur . Geor ce? 

I hope so . I am roine to seek it. 

Has t her e been any change in tho estimat e of 

new taxea from the seven billion fir,ure? 

!lo . It is still the sn.me thing. 

Is it i ntended , ~- 3ecr etary, to take up the 

Social $ecur.i ty taxes alon~ A"i th the other 

taxes? 

You will have t o n:~k that of Con•·reasman 

Dou!!hton . 

Without e;et t : ng into the t&xes, can you stale 

"Rhether it i s still intended t o raise t he 

saoe a::~ount , seven billion? 
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en: that h l'fhat - yes , there baa been no 

change as far aa I know. I don ' t knoR of any 

change. Of couroe, the Con"t"eaa may raise lli.e , 

up i.t . You never know what aight happen . 

Is that seven billion dollars--

Thh fellow co:noa first . 

Have the two Co!lUil i tteu a~reed on the revenue 

coal? 

.As far as I know. I haven't henrJ &.V discus­

sion. The7 just aee.::~:ed to take it for : ranted . 

l!r . Secretalj", when you sposk of t ho seven 

billion , do you speak or a y ield of seven 

billion or collections of seven billion in 

the tiscal year? 

Collections . 

),tr , Secretary, have you taken into consi dera­

tion the effect on tho IYholc tax program-­

i:ow l e t me '~'et t his thlnr ri -:}lt . 

. .. in the caJUn"' fiscal year? 

?lo, yield . There is quite a difference . 

.'/ell, that i:J \'fh,y I asked , sir . 



.. 
Q. 

A. 

.. 
Q. 

.. 
Q. 

!52 
- 6 -

Yea, yield . 

TIHl Arm,y authorities are talking about an 

Army of elchl 111illion men s.nd that, of course, 

woul d reduce the number of tax ~ potenti al 

tax payer s, by ;fbo.t number, I don ' t lmow, but 

there is no doubt th('re will be a considerable 

l oss in rncnue on the basis of your earlier 

utillates . Will that be made up by the new 

tax bill, or has that been discounted co.p1etcl.7 , 

that you are .~oinc to lo.se thh r evenue? 

l1o , I think - I t alte it that the rnen are in­

cluding that in tho eatWtes, and it 17111 be 

the privil t""C of those who ata7 behind to make 

up the d.itrerence . 

L:r . Secretary , is the Ad!liniatration still opposed 

to a o-eneral sales tax of tno percent? 

Yu . 

Could we have t hat l ast stat ement? It would be 

the !'rivile::;:e of what? 

Of those who stay behind to JJ.ake up the di ffe rence • 

In other words, the non- colOlbatant .s il"ill have to 

make up the dlfterence. 

Doe.s that 11ean in addi tion to the - Nick h 
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talking about i n addition to t he new revenue 

bill, hn' l he? 

No , I t ake i t r;hft t he is to. l.k i nR about is seven 

billion doll!Lrs . We have got to raise seven 

billion dolla.:-s . \'loll , if t he re ar e le as people 

t o pay it the bu rden will have t o fall a li ttle 

bit more on each person who s t ays behli\d . 

!~iek is eonsider inp; ;rar service, J.lr . Secretary . 

'.','ell, ~~~&ybe l hh •ill be an induce:nent. (Lau;:hter) 

All l'i '",ht, everybody? 

Any no>r duelopncnta on Dondd Duck? Let ' a 

see, is th&t in the Senate now? 

ilo , that is tt.ll finished, si!!f1ed, se&l od, de­

livered, and paid for . 

Did you finally r et the eipJ\ty thou":t..nd dollars 

or not? 

I had it (Lau<;lter), Md I told the commiltee 

so when I t estified, and they understand it 

perfectly and evidently were satisfied. I 

explained it to theo.., 1vhere I noulJ get 1 t e.ru1 

so forth nnd so on. tloboiJ' raised it on tho 

floor , llO everybodJ", I t:Ute it , h aati:Jtied. 

At least , I have heArd nothin<; more other than 



~. 

A. 

.. 
A. 

A. 

- 6 -

continueJ pnha J or tue picture 

Do you expect t o see--

! have yet to ··ot one let ter of criticism of 

1"4 

the pi ctut•e . I have yet to ·c t m.;, firtl l e tter . 

r . Secrolar;r , do ;ou expect 1.o nco t:tc Bl'idlian 

Finnnce inl.Gtor a ain? 

I i.:..n .i :""C he t.ill co...:e i . ocfore he -oes . 

Are there any no ·otiatio~s tllat ~·ou nre cerr~ln 

on Y.i l h him? 

Theru is nolllin. oct· .. eon the .rn .. ilian r im>.nce 

l:ini:Jlet• anto .::~·:~ell oti\Ol' than I ::;u, osled l11C.t 

he ~ll ·ht l wHt uc a little 1110ney, seeb h<J;, 

flush the., at·e do •. n in tt·n:::il , tUl t . .is ~...anion 

up hero hn:; not to c.o t.itn the ~rea:ur;,~ , r'IUl I 

Uu su, en t ~o .~oi>J, sodn ~ ... at u tlice tra~..o 

balance t .. oJ ll&c., L:te• ,i .. t len<.. we a lit;.le 

::onej. l.o taid :1e .. ottl ... JC ·lad to . 

~lot1 rau~11 are ,ou ettin •, sir'? 

i;cn, it ic t. que:~:.io1: o.i. l•o· .. •. uc;, tiL.s t1o .~~t. 



Q. 

.. 
').. 

.. 

- 9 -

You hue gotten so~:~e gold froa thea , haven ' l 

you" 

Yea, but they have got a very fa vorable trade 

balance . 

?.'hat h the neeesaity then of a so~cdled 

hemispheric dollar, in Yiew ot the fact that 

all of theae L&t:n AmericAn Countriea !or 

1~5 

the first t.lne in many, 111.any years a re 

en joying a favorable trade balance, and t hey 

have got all the dollar exchan~e, practicslly, 

that they need . 

V.dl, I can .. ive you two vecy cood exanplea 

they e:ne me , Wr . Sou1a Costa . One, they 

send sturlenh up here and l think he told me 

they gi ve them a Lt ttle over a hundred and 

ten dollars, 'flh\.ch is , I think, he said , 

eight or ten ti~r.ea as much - let ' a say several 
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time s as much as t hey would re t in thei r 

count ry . Now, OU I' people go down the•·e , you 

s ee , a orne of our more skilled mechAnics , and 

they go int o a place like Pu·a - he mentioned 

t hat particuhrly - and " i th the wagea they 

get and the Lene!l l of the exchan,·e , ht uy.s 

they can have parlor, bed!"oon:. and Path and 

live like kiRJ;I on the C:fference of exchant.e 

and they find it quite difficult . I mean , 

to send the number of students t her unt up 

here on account of the diffe rence in the 

exch&ni:e . 

hn' t that a dttrerence in price levels rather 

than exchange" 

Well , t he exchan.·e is Cased on the difference 

in the price level:! 11nd econo::~ic conditions . 

'"'hen he aho ment~oned the cue of the co11nlr y 
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where a nei~hboriny" friendly country had 

certain thinr-e to a ell and they couldn ' t 

sell il avnln on account of t he ditforonco 

of exehMge as between t wo South American 

countr i es . I mean, t.he difference between 

what Brazilian money will bey here and nba t 

we can buy h, l cather, Tery , very -,.eat; and, 

then. between two Sout h AIIIerican countries, 

so there h a need, I think, for a bank lor 

North and South Amer-ica, and I think there 

a lao i s a need for some kind of an exchange 

because the differences e. r e oo ~"Teat . Ri ht 

norr it in runni~ i n their favor because ue 

e. re auch heavy buyers on bal ance . 

You say exchanre, me&nin~ sotle ldnd of hc:::!h­

pheric dollnr or currency? 

Yes , ther e ia. 

\'!ell, woul d you brine the Brazilian peso up 

to parity with the dollar ? At what price 

level would you s tabilize it? 

We haven ' t worked it out . 

1C7 
I 
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)olr . Secretary, il there anything in connection 

with the meeting of the finance ministers that 

is to be held? 

Well , it would be a very excellent thing to 

bring up at that tlme . Well, like all of theee 

things •e try to c1lch our bruth and try to 

catch up •i lh what we are doing and t lUI not 

just looltlng for anythin& new just now out­

side of my own "'reu ur y ,_;ork, but we will take 

it ur, but it is juet like one of thou things 

that --

Do you think they will ~teet in 'hshl.ngton? 

I really don't know . 

how about silnr, MIJ' , Secretary? 

l.'ell, they got within ho votes , didn't they, 

in the house? There is nothing just now. 

Congreas knows how 1 feel so 1 think the move 

is up to them. 

I s the loan to l\Ussia jelling, ~o~r , Secretary? 

Jelling? 

I mean, ia it teing made? 

V."ell, m'f anner i1 the same as hat ti:c.e • 

It is a lohite li.:.use story and l t h ink we 
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will have Lo leave tt there. 

Thank )'OU, Lr . Secrehry. 

! C9 
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We have got the fif;Ur cs on t he Defense Bonds 

for Februl\r)' . 

Do you b~tve ant eo:AQent on the drop of t hr ee 

hundred thousand fro:n - three hundred llilli on, 

I mea.n, fr011 Ja.nuar]? 

No. L!r . Bell in hh cesh estimate utimated 

sncn hundred million. He thinks that is 

prett7 cood. 

When did he make that estimate? 

What? 

\!lhen wns that estimate? 

Oh, he u:uat have ude that, I suppose, at the 

end oC January; but the reason that they are 

ort , first, it wu a short month and, second, 

ther e was a lot of limit bUfinz. People bou&}lt 

their limit i n January, and the thine ie goine 

as we have eotimated . 

Callahan aaid it would be seven hundred fifty 

mi llion . 

Did he? 

0 
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Yes, I wrote a stor1 about it, and I called 

hita up , and he said, "Well, we expect to get 

u ven hundred f ifty million. • 

i'/ell, I just asked Mr . Bell two ctinutes ace, 

t.nd be snid he estimated seven hundr ed . 

Woul d you aa;y that the imi.nence of taus 

would have &tlJ'thing to do with this dr op? 

No, I think it io the - I would have l iked 

to have seen il ~ore, but the men have been 

watehinz it; Md, as I uy, they sen to 

think it h runnl nz about fl8 they fie W'ed 

1 ' 1 

it . Comp&red to last year nhere we - ot course 

it runs dirferentl;r, but the pcoplo boueht 

their lb.i.t i n Je.nuary , and then the thine 

fell ott in February and it began to ~;o up 

aeain in April. 

There arc no pr ospects of your takine of ! 

t hue limih that you established . 

Not coMi derably , no . 

Isn' t this ... nat you mean, llr . Secr etary, that 
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i n Yiew of the aeasond !actors thft.t tbla 

is a good tieure tor February? 

I would say it h a pretty good figur e . 

Ua.ve you got a aehem.e·· 

I woul d hue liked to have seen it a U t tle 

bit bettor . 

flatural4' . 

tNt Croa what t he 111.en estimated and the 

experience we have had in the United Statu 

Savings Bonds and based on January ' s sales, 

this i.s about whllt to expect . It nU.tht ho.vo 

been seven !ifty, u I say. V.aybe Cdh.han -

I i! Callahan al\id seven fifty , I wouldn ' t art.-ue 

with hlm. 

Has an:rone su::..~uted that you sell Defense 

Se.vi ngs Bonds by banks on the iutalment plt.n? 

Jlot to me . 

'Nould you oppo:~e anythine like that? 

Well, rather t hAn that , Wny not let them bu,y 

what they can a!tord? I mean, I ca.n ' t imar:ine 
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selling leu than eighteen seventy- the, and 

they can start with ft ten- cent a tamp and work 

their ~tay up. 

lJr , SecretAry , can you tell us what the plana 

ot you and your Depart ment are i n Ul&kin.g 

available to us the tax procram? 

The plans are these . .At five o ' clock somewhere , 

I don' t know where, there will be- -

~t. SClrNARZ : In Paul ' s otrice . 

H.U. JR : I n Paul' ll oCfice, he will r ead to you t rom. !IJ¥ 

statei:lent ftnd hi s , but he will have to read 

it , becau:Je the thing in not yet 11imeographed , 

I Ul sorry t o say, and then he ·dll answer 

Q. 

que~tions, but the thing is being a iaeo.:ra.phed, 

and just as soon aa it is ll.imeor raphcd, it will 

be released . 

Ur . Secretary, could you fix a t ime at which 

we \'IOUl d get those? Several of us u.re cancel­

ing dinner and evenin~ engagements and so for t h 

to sh.y 'down and work on this t hine , And if we 

could get aoce time, whether it is six, seven, 
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or eight o'clock, or 1! we could know when. 

A. Well, that 1 s up to Schwarz. 

1!R, SOIWARZ: We wtll han it within an hour t~. fter the 

final copy. We will try by eight o• clock, 

H. IJ.JR: Try by el zht? You cM' t cet it unt il el t;ht? 

J.!R. SCKo'I!RZ: We don't have the find version yet . 

H. J.!. JR: Well, •lne has been r eleased . 

l.m.. SCii.URZ: Then we will have it before then. 

lf. J.I. JR : What was it , tour·firteen I released mine? 

~. SCW/ARZ : Paul wu still making aoae changes . 

H." . JR: Not on mine . No, 1.dne h finished . 

WL SClf,'IA.RZ : Then we will have it by six- thlrt7 t o seven . 

H. lol. JR: It waa three-fifteen or three- thirty at t he 

latest that mine was suppoaed to have gone to 

the--

Wll. SCtO/ARZ : '11lere are some tables that go 'Kith it . 

Q, \'Tell , will we get both your statement and ~.r . 

Paul ' s atntement tonicht ? 

1 don ' t know. I menn , I am - what about it, 

Chick? 

~. SCHWA.Itz: .Ve will have the Secretary' a fir at at any rate 
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and the other will follow just u aoon aa 1t 

is ru.dy . 

You will give ue the one 11i t hout wai tinp; for 

the other ? 

l.m. SCifNARZ : That la right. 

H. W. J R: We have never done this before , ;rou know. We 

Q. 

A. 

Q. 

A. 

are doing this u a convenience to you ,ventle­

ment, to r ive it to you the night before . 

Well, we appreciate lha t . 

And I onl:r thou.:;ht of that aft er lunch , so 

the schedule they are working on, everything 

woul d bli.Ve been r eady at nine t omorrow morn­

ing . '!tat is why it isn' t cut . So I said , 

"Nell, why not let' s give it to the~ tonif;ht 

and let t hem work on it, and then let the •en 

be there , the tax experts , to answer questions 

to help you in wrltint; it?" 

Well, we Yrould like to do a thorou~ and Care­

f ul job for the benefi t of the publi c . 

Yes . 

It yoW' bo71 can produce the st uff ton.ieht. 
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Well, I think when Chick goes out he can -

evidently he has got something in mind that I 

don ' t know about, but as ! ar as my own state­

ment , it left here sometime between three­

fifteen and three - thir ty, but I only go t this 

i dea after lunch to release it tonizh.t. 

The public h the one t hat will benefit !ro;a 

havin~ it handled car efull,y. 

Th&t ia why we are doing it , and thAt is why 

Paul &nd his men are ready to answer questions . 

L!r . Secretary- -

It is a complicated thine. 

In relation to thh, does ;your statec:ent say 

or can you aq now whether or not - ho·~r r::uch 

pre-agreement there was with Con,Iressional 

leaders on thia? 

Oh, I think you had better direct all :your 

questions to Paul and his boys . I mean, wi th 

the exception o! these two meetings I have had -

and they were on general stu!!. I think you 

had better --
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llr. Secretary , last week you signed a Stabili ­

zation Agreement with Ecuador . Can you tell 

us what, U any , others are being made? 

That is the only one . 'Mtat wasn't a Stab1li-

utlon, that naa a Chinese . There isn 't 

anything elae. \'f'e have nothing else in the 

shop. 

Is Treasury interested in those two Agreement. , 

Jir , Secrehry , that Welles is going to sign 

tomorrow with Brazil? 

Only - how shoul d I say, as a member of the 

public or aa a member of t he Admin1atration . 

Well, was the Treaaucy mixed up in them? 

Uot a t all . We had no part in tbe::t . 

One tioe t hey announced over there, stabilhation. 

I have had no business other than social with 

Souu Costa. 

Have you aver touched him for that loan yet? 

tlo, but 1 still hue hopes . But we had not.hine 

to do with that thing. It is other Depart•ents . 

What h11.e China gotten so tar on tha t tin hundred 

million dollar loan, SDJ'thlne? 
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Not hing, becauae • well, you can ' t '"rlle thh down . 
(Diacuuion ott the record .) 

We prepared & su-:('estion which the1 have sent 

over to the Generaliui1110, &nd I don ' t know 

whether he ia back in Chu~g:or not, and 

J t hink that is ~\a.t is hol dlnc it up. But 

that is just for your information. We are 

wdtinr, on him, rroc ClnmgJdng. It has been 

cabled over. 

As far as the daily Treasury statement will 

show, will the loan be disbur sed in a lump 

or be spent? 

•'/ell, as 1 under:~tand it , it will be set up 

u a credit on the books of the Treuucy 11.nd 

then as they -nnt it, it will be trsnsferred 

to the Federd Reserve Bank . but ;you will see 

on the ("eneral statecent five hundred million 

dollars , and then aa they want to drAw on it -

but pleaae do:1 't write an:r of thia, because 

t his is the way we have su~~uteJ, and I am 

quite sure it is arreeable. H the:y <n~.nt •x" 

milli.ont: of dollare, we '.till trans!CI' 1 t to 

the i'edernl Reserve to their credit , Does 
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t hat answer you? 

(Reaume discuus i on on the r ecord . ) 

Ho.v about the Ruaohn loan, llr . Secretacy? 

l h.nen ' t heard about that . 

There is nothing new . 

!.S9 

W.r. Secretary, there is :>till some talk in the 

Republic or Colocbh. that they advAnced you A 

stabil iution loan . They are tryinr• t o make 

the United Statu a s tabiliution l oan, in 

other words-- (Lau£bter . ) 

Wonderful. 

J.ook at him per¥. up. 

They have been talkine it over end they h11.ve 

written long pamphlets to prove that that would 

do LIOre to atabiliu their currence thM if 

they got the money f roltl you. 

\\'ell , that i:l the cuetoJa now, Lend-Leaoe in 

r ever se . (Lauehter . ) 

Harry White ' s shop may kno':'O' about it, but it 

ha:m 't co~ to ce yet , but it would be Yery 

pleaunt. 

I know tt sounds a little startlin~, but it has 

been scriouoly sut;e;osted . 
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Anrthing 1o possible thece days, (L.aughtor . ) 

but it hasn ' t como to 1110 yet, and I don ' t know 

whether it has gotten to \"obite yet or not . 

Do you wa.n t to know? 

Sura . 

You (Schwarz) can aak bitl. r.b.at other good 

news? 

That 1o all !or today. Anythinc on alien 

property, Wr . Secretarr? 

No. 

How about the British balance of payment, l!.r . 

2CO 

Secretary? There waa talk ecce tica aco of 

there havinc to be aujusbnonl about the rsoval 

o1' tin ana r-ubber froo the bookkeeping balance . 

Jjolhin.; to report . All right? I hope it 6-oos 

all \~ell t onit;ht, becau~o ne c.re tryine to do 

aomethin~ new . \lish me luck for t ouorrow. 

(Lauchter . ) 

Do you co up there at nina? 

Ten • 

t7tll , will this be for autouatic relee.ae at ten? 

Yes . 
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J.:aybe, J.:r . Secretuy, after you ~"tt throuch 

)'OU oueht to Wilsh U8 luck, 

.. alt until you oee it . 

Are you nnd Cr . Paul the only witneuu? 

And the usual Treasury experts . The Y;hole 

Trea:;ury will be there t" rM l.r. Uell down. 

Me will be up there, because t hey ah.aye aek 

us evcrrtuint., you know, gold, silver, deot, 

and every thing. 

l 
201 1 

I 

' 
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The drop 1n :~:.loa was oxpoct.od , the Troa!ll..r:l O.par t..;ont. 

d l scl ollOd, and should not. ba int.erprot.O<J as d;..oe noe.,:;sarUy t.o lack or 
lnW.ro!lt. In t.hu Dof or1:1e SavJ nell Pro('t"IL:!. ?:ncb yo3r in J.,n\M.ry , 'i'roas•u'Y 

officials explaL'lfld, tho •Silrld:1 or A:'IOr!cans inve:;t. in governnor:t. eocurttie:1 

·•p to t.ho li::Ut. pendt.t.ecl bi law. P'.u"C.'llse o: :)o r .. n54J ~.,tnr• Bor.<ia !1 

Hnlt.od t.o ~SO,OJO in Ser-tes f' ard C Bonis b-J ho:.h lnd!Ylc!ual ~:~d corporat-e 

)'tt&r. 1:..,y investor s , hl'l'inr. bou(ht. t."e lo~t;al lhlt., are prohlbltod rron 

1:14kin.; f>u-tll:ll' purcha:~es In t.t.o U."'I yel.l". 

f'obru11.ry 1&111 hr ln, tho t.ot.a.l or Dcfon:~a Savir.ga Bon..la 

bo,r,;bt. by t.!oe AJ:ter lcan peo;:~lo linco t.!l.ot l'ft'N placed on sale llet ~ 1 

t.o ~.J!Xl, ?$6,000. 

F3bl"Ut.ry tale~ ""1'0 dl'l'ld?d a:; follmre : So!'"lce .:. tk>n.ls -

:J?7, ?E?, OOO; Scr lo11 F - :;I , CZ:>, OOO; and S.:rlo:s c - :z)J, J9l , OOO. 
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Total cuh dcpoa1 t.a at. t.ho Trea:nuy for all t.hreo aorlca of 

Bonds b;,< .onths: L.t.J, SJU9,81B,ooo; JUI'Ifl , IJJ14, S27, 000J July, ',)42 1 132,~ 

Au~st., 'i265, 6o6, 000; Sopt.ctlbor, ,..2)2,?27, 000; Cktobcr, ;2701 71)1000; 

J:ovaabor, 02JJ,L87, 000; DecOI:Ibor, ':520,599, 000; JanllU71 ')l1060, SM,OOO; 

P.:bruar y, G70) 1200,000. "TotAl ~Lay 1, 1941 t hrough P'obruary 2B, 19b2 -

..b,)00,9$6,000. 

All fiiU"'CI aro roundod t.o noar.:~st Lhou~s, and wUl not. 
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Statement of Secretary Morgenthau before the 
liaye and Means C011111ttee of the 

House of Representatives 

March }, 1942 

I am here to offer my suggestions ae t o our 
first Revenue Act of the war. I hardly need to 
e111phashe the sAr ioueneaa of t he occasion. The 
taslc before us is to decide hov this desperately 

66!!0~: ~~r b~ 8 ct~~t~rb~!~~~cegc~~mr~v a~~ a s~~f~~tic 
condi tiona dur i ng and afte r the war will depend 
to a large degr ee upon the courage and vi sdom with 
which we attack these probl ems now. 

To defeat the strongest combination of enemies 
in our history , we shall have to spend on a scale 
for which there is no precedent . If we ar e to equip 

~~n ti~~s~~~!. fifh!!"~r:e~0 i~u~~i~~c!~~tv~~~~~~B t~o 
t he men who are doing the fighting, we shall have to 
use every ounce of our national energy and mobilize 
eve ry possible dollar of our income. The President 
has announced a program involving expenditures o! 
$59,000, 000,000 in the fiscal year 1943. We shall 
have to tax in accordance t,tl th the magnitude o! 
that program and in accordance with the se r iousness 
of the position in which we stand. 
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for t~~e r~r:~~~e~} '$1 ~~~&ij~~g~n 1~e~a~~:~~u~a);~~ 
taxes, togethe r with an a<iditional $2 , 000, 000, 000 to 
be obtained from the social securi ty progr am. The 

30- 52 
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unprecedented su11 of S39 ,800 ,000,000 viii have to be 
borrowed in the cooing !heal year, even if the nev 
Revenue Act fulfills the President ' s hopes to the lut 
do liar . I should like to urge, therefore , the adop· 

~~~n a:"~h:t!:ir:~~tb~i ;~e t~~a;8;~e 1:~;~1~~~~ ~~= set, 
Ame rican people can afford to pr ovide at this critical 
time. 

Our task is more t han the rais ing of a huge 
amount of nev revenue. I t is to make the tax progr am 
an inst rument of victory. It is t o frame the nev 
Revenue J.c t so vise ly 3..nd so soundly that 1 t vill 
facili t ate the ma:1i11U!II production of var materials, 
hasten the oobilization of our resources. strengthen 

!.:!d ~~!~!r~f u~0~o~8~~!e n~~r e~~~o:i~1~d 0~o~~!!1 p;~bius 
that will face us when the war 1s von. 

This means , first, that the nev Revenue Act must 

~~!~d t~a~h~~~e;~~;:t!~~b ~~~ e~:h;~ro;~ ;~e m~~~n~:i~n 
uncontrolled r1Be in pr ices. An inflationary price 
rise is a source of gr ave social injustice . It under­
mines morale and impedes var production. It str ikes 
a t r andom without consideration o! equity or ability 
to bea r the hardships vhich it hposes. Once it bas 
acquired momentum, inflation is extremely difficult to 
contr ol. and leaves a heritage o! poat-var stresses 
and strains that vill haunt us !or decades. 

Today we a r e conf ronted with a grave threat of 
inflation. Prices of food today are folloving pre­
cisely the trend of the first World War ; prices of a ll 
commodities are r ising at a SO!I!evbat stover but never­
theless distur bing rate . (A char t showing these t rends 
is attached as Chart 1. ) Unless effective preventive 
cr.easures a re taken by all the menns at our command, we 
shal l have a r apid general increase in prices, vi th a 
r esultant rise in the coat of our war effort !ar beyond 
the figures now contemp lated. 
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The vay to prevent inflation is to prennt 

people !roll engaging in the !utile ettort to buy aore 
goode than can be produced. Ttlia requires, tint of 
all. the continuous and v1111ng cooperation of enry 
11an and wo11an. It also requires a comprebeneive and 
1nterated pro~ram of anti-inflationary aeaeuree, in 

~~;y p!~~~~as;ri~:~~~n~~~l ~n~~~!~~?n;~v~~~~ t~~~~ r:~i~: 
tion of conaWDer credit are other parts of such an 
integrated pr ogru. 

contr~~a1:r!mf~~!~!~~~!d~8 ;~.,r~::T~:~ ~'a:r!~! ~~:~e 
trol. allocation and rationing vi 11 be aore effective 

!~r!~T!.,:~~~ ':;1~f: ~i:c~~cd::~~~~ i~1;;!;!~{in:b~n-
tlat1on will be greater 1t price and comaodi ty controle 
are used. 

Ve should, therefore, tax eo as to withdraw the 

t~::~~~:~e~0=~~~;e 1~~~::: ~i/~i~ga=~~8t~~..,~~a~~i ~~i~! 
goode !or civilian uae 1B shrinking day by day because 
o! the demands of our war effort. 

A second obligation, second pressing duty, 1s the 
need for severe economy in the operations o! feder al , 
State, and local governments. The anti-inflationary 
purposes o! our tu:ing and savings progru vill be 
defeated 1f, at the eue tiae, FederaL State or local 
governaents indulge in unnecessary expenditure. 

iB you know, I reco11mended a f ev months &go the 
saving of at leaet $1. 000,000,000 in Federal upendi­
tures vhich compete vith var production and add un­
necessarily to the volume of purchasing pover in the 

~:~~i~{e t~=d~~~f!~· ot
1 ei~;~~~~~~=~ ~~P~i~~!!~ ~~:-

struction, rivers and harbors, non-defense vocational 
training and Federal subsidies to keep up the prices 
of agricultur a l products. 
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Since then some economies have been 11ade, but 
a large field !or economy remains, not only here in 
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=~:~~~=!~~~~t I i~h~~!d of!~:t~~"~r~~ ~~~;em~~~ !g;~l 
real and substantial economies be made aa a corollary 
to the new tax progru. 

I do not aean that we should econoaize on the 
~=a~~h e~~o:;r:~s;~ 1 ~! ~~r 1 u~~e~~~ vi~:tee~ ~~~u~~at 
eave in subsidies to those who no longer need Govern­
ment ass1etance, and in non-defense conetruction 
proJect& which can be postponed until the war 18 over. 

I have spoken of the need of checking inflation 
and the need of cutting non-essential n:ptmdituree i n 

~~~f~~~f .~:~t w~!e~fi~~i; a~o~~~e g~~=r~0 o~r te;~~1:~d 
~~=c~!ef~o~~~Cip I:a~! 1 ~u:b~~e:~ e~~~~ ~o ::~f y ~ a~~a~o 
~~~:~ ~~o~~~o~~a~~~r wt~~ ~~ilfi;c~~m~~~~orh:n~o;r of 
this war will have to be borne by eve ryone. It will 
~~i?~~~\~i~!;nf;Yf~~1o~~d~rfully if the principle of 

In terms of the nev tax program. this principle 
means that special privileges 1 n our tax la va should 
be r emoved. It means that taxes which cannot be ad­
JUsted to a i ffe rences in incoae or family r esponsi­
bili ties, such as general sales taxes, shoul d be 
avoi ded. It means that undue pr ofi t s should be re­
captured wherever they occur. Unr easonable profits 
are not neces SA.ry in order to obtain maximum production 
with economical busineea management. The country will 
not tolerate the retention of undue pro!i t8 at a time 
like this, vhen millions a r e p l edging their ve ry lives 
to save and per pe tuate our f r eedom. 
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All will be ezpect.ed to bear their fair share, 
in the higher and lower income levels alike. The 
reco111mendationa which I shall now outline to the 
Committee wilJ involve progressively i ncreased taxes 
throughout the whole range of individual and corporate 
income now covered by our te.x l ave . 

1. Individual Income Tax 

The individual income tax 1s the beet available 

~~e e~~~~:::o~:e~~n ug~n ad~~!~!~ i~ ~:~ · at!!8 of8~!iaonal 
income and differing fa.ily r esponsibilities. further­
sor e , it 1s a direct tax. I t falls where the Congress 
wants 1 t to faJ l. 

I reco.cend that the individual incou tax be 
changed to yield appro:r:imate l y $3,000.000,000. or about 
sixty percent more r evenue than wi ll be yie l ded under 
the present l aw . 

I n recommending thie amount 1 have had in mind 
the fact that the great bulle of tax increases unde r 
the social security changes vill a lso fall on individual 
incomes. I n accordance vi th the President ' s vie,..s. I 
feel that the soc i a l security progr am should be upanded 
both as to coverage and as to prot ecti on, and that ta:r:es 
for this purpose should be increased by appro:r:ima tely 
$2,000,000,000 a year . I am not making any recommenda­
tions vi th r egard to social securi ty taxation or bene-

~!~~i !~d~0~~~i~!~~d v;~~u!~1 ~e b~!~i t~t ~i~~nf~s p~~n~~~g 
the tax program. 

As !or the indiviaual income ta:r:es themselves, 
I am suggesting a substantial increase i n the i ncome 
surta:r: rates throughout the scale. I should like to 
f~~~e~~~ 8a0~e~Y~~~=~~~~c~~e:~ov the effect or these 
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J. sing le pereon ltl t b no dependents and vith 
a net income of $10, 000 pays $1.493 under the 
~~;::~! ~~vt2~~~0~ugfe:!:~i=~h~~~!~n v~tig ~:~ 1 for 
~i~i~~e~~:e~~h:1 ~~e~=~t 1'i~~~~:,~r v~~?d':/U~ 143 
under the proposed achedule . 
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The accompanying chart and tables, which I shall 
nov aub111t to the Couittee, will sbov the rate acale 
and co•paratlve effective rates of tax under the 
present law and under the suggested progru. (Chart 2 
and Tables 1.2,},4.) 

You vill notice that these proposed schedules 
invo l ve no f urther lowering of the pel'sonal exemp­
tions. which now begin at an income of $750 a year 
for a single person and $1.500 f or a married person. 

:!!~pti~~:d!!r~f ~~~e~0~n 8~: ~;g"~!~!nue T~~t: 
they wer e levered again 1n the 1941 .let. and their 
value has been r educed still further tble year by 
the rise in the cost of living. Although single 
persons vitb less than $15 a veek and married peraons 
vith less than S30 a veelt do not pay any direct 

~:!~~ · ~~~~le ai~~~~sP~~ ~n~i:~~~P~~~~n~}e af!r~i~~s . 

voutd M~r=~~e~. r:t~~r!~!~ i~:~~~~~1~~nih:m~~~P~;ons 
r evenue f rom the earners of very lov incomes. If 
I felt that the expenditures of this group added 
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11aterially to the danger of in!lA.tion, I should 
not hesitate to reco11mend the Iovering of the 
exetiptiona in spite of the 811&11 aaount of revenue 
that would be produced. Our studies at the Treaeur y 
indicate, however, that the very lowest incoae 
earners have all they can do to feed and clothe 
themselves and their families. Their buylnf habits 

~~~rf~r~~n~d 8~~!~~~~ ~d t~e c~~~t 0~e~~!~!~d "!"8 
direct tax upon the11 unti 1 ve have e:rhauated every 
c~::;~trn~~:!~~ of revenue from those vbo enjoy 

Because of the threat of in! lation and because 
of l arge increases suggested throughout the exist­
ing rate scale, it beco11es euential to afford 
a 110re convenient method !or the payment of inco11e 
tuea. The best available upedient for thh 
purpose is a provhion for collecting at the source 
for those incomes that are paid periodically , 
including wages, salaries . bond interest, and 
dividends . 

2l 0 

To start such a eynem hmediately, however, 
might cause considerable hardship to taxpayers 
becAuse of the substantial increases they are al r eady 

~!1 i~~ ~~~~n~~ ~~t ~!ri9ftt ~he o~e~~e ~~~~e~s h:nd~s~i t 
the threat of inflation makes necessary substantial 
speeding up of tax collection, we cannot atford to 
poetipone collection at the source. 
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Since 1 t 1a not known hov soon 1 t may become 
necessary to speed up ta:r collection to check infla­
tionary price rises, the Secr etary of the Treasury 
s houl d be authorized to begin the collection of inCOIDB 
taxes at the source, a t any ti:~~e and at rates within 

e~~hd~~c~n~~~n~~ ;~r ~~~=~~:~\~~m;:r~~ ~~~ ~~!~ries .. 
fp r dependents, and up to 10 percent of t he ful l amount 
of dividends and interest. This vould not be a supple­
Mentary tax; it would simply be a means of collection. 
It vould furnish needed flexibility in r elating tA.X 
co llections to futur e economic conditions. 

2 . Corooration Taus 

It is Tf"COID.'lH"nd'"d that adctitional taxes bP rai sed 
froa corporations in tht! Mount of $3, 000, 000, 000, an 
i ncreflse of about forty percent. 

A aubstRntial shA.re of the incr eased corporf'tion 
tR.x should fall on excess profits . Taxes paid f r om such 
pro!1 ts have less disruoting effects on business than 
taxes which are generally applicable to all cor porate 
e-arni ngs irrespective or the rate of return. A tax which 
R.bsorba excess proti t a still leaves the corporate tax­
payer with a sufficient margin of income for dividPnda 
and safety. 

On the other hA.nd, a tax which dips t oo deeply into 
the incomes of low earning corpora tions may seriously 
affect their debt- paying capacity, if not their ve r y 
existe nce. 

lt i s suggested that the maximum rate of the excess 
pr ofits tax be inc r enaed !rom s ixty percent to seventy­
five per cent with corresponding incr eAses in the lowe r 
r a t e brackets. 
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The proposed increases in the excese profi tl 
taxes have the a.odit.ional virtue of recapturing undue 
pro!lts on var contracts. Thh ~tethod is fn b_.tter 
than imposing pr ofit limits specifically on var con­
tracts. The dU'ficutt.iea of segregating profita on 

;;~e~~~~r~~~!r~~~n~;rioary~~i~~i~~v~~I~hP=~a~:~el i 1 

~f~~~e~!t~~i!h!!rn~&te:o~;o~~~!i it 0~s c~;:o~; !!f~:eib l e 
vould be equitable unaer the videly varying special 
clrculllstancea conrronung different industries and 
contractors. 

i'itb rates of tbh magnit.uae 1t is increasingly 
i11portant to have a fair bash fro111 vbicb to 118&1Ure 
the profits subJect to the e:rceu profits tax. In 
aaa1t.ion to the 11any provhione in existing lav to 
&OJUBt earnings of the bue pe riod to take account of 
unusual circumstances, it 18 suggested that fu rther 
relief be aHorded where the earnings or the case 
period were abnormally depressed. 

Other changes in the excess profits tax law should 
e.lao l:le made, so!lle to eliminate defects which have been 

~~o~f~!i~~t! i~~~e~~a!!~y 0~~~~:~~~s ~~ i~:a!a~ha~~~ 
0!~:rs 

of a more technical character and will be presented 
later. a t the Comrlli ttee 1s convenience. 

There should be no fu rther i ncrease in the cor­
porate normal r ate btcause any such increase would 
r esult in an undesire~le windfall to the ho lder s of 
partially tax-exempt federal securities. 

$3, ooA:oM. ~g!~t~d;~~~n!~e c~~~~~;~e 0iP.!~: be provided 
by a special war surtax which would absorb the present 
corporA.te surtax and would be illlposed at the rnte of 

~g~tl2S~&g~rc;~ia o~a~o~~~~t~~~~ e;i ;~0;n~~=e~r~~e~~ re 
surtax in that a speciAl ta:Jt credit would be allowed 
when the surtax net income for t he current year baa 
dropped in comparison to the income f or the pre-war 
oer iod. In a further atatE"ment, the Treasury vi 11 give 
the Coui tteeo a detailed expl anation of this proposed 
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var surtax and the reasons vhich have led the Treasury 
to recommend 1 t. 

There can be no fair quar r e l vith t he impoaition 
upon corporations of a substant ial propor tion of the 
increased load of taxation required by our nA.tional 
peril . We are fifhtinf f or the maintenance of t he very 

~~=!~b~~: rr:e a e~i=~p~i~: ~~~~~ ~~=8 c~~if~~~~e tg~~ft~~ 
corporated business vill villingl y pay additional tu:e s 

~g!c~.;! 1 !~o~~e~r af~~o!:a:;t! ; i~!~e a:s~~:f~:e t~~ut 
year s befor e 1940. 

In the critical montbe ahead our patriotism will 
be put to tbe acid test. lt must rise above the profit 
motive. National var production may be tragica lly in­
adequate if 1 t depends upon that motive alone. This 
1e a time vhen ve must forget prof its and concentr ate 
upon a supr eme productive effor t which alone wil l win 
the w~ r. 

However, 1 t 1 s r ecognized t hat ver y high t op, or 
so-cal l ed "ma rginal r a t es, 11 may l eave 11 tt l e incentive 
t or the maintenance or efficiency i n buainese operat ion . 
furthe rmor e , after the wa r the r e may we ll be need for 
a large vo l ume of npendi ture in readJusting inaust ry 
and mainta1ning employment. Fo r these r easons it is 
believeo desirable that in the case of any do llar of 
corporate profi ts the r ec e i pt of vhich r esults in an 

;~~i~!~~aln t~~x o~e~~~g ~~n~s s~!f?t~e c~~~~· b;h~he 
Government to the account of the corporation and be 
returnab l e within a l 1mited pe riod af ter t he wa r, in 
those cases where it i s spent for new and additional 
capital equipment or othervi se is spent i n the adai­
t ional emp loyment of labor . 

The uncerta i ntie s of this period a lao make it 
important to reduce to the minimum the necess! ty f or 
pr ophesying. The capi tal stock tax and the associat ed 
declar ed value e xce s s profit s tax a r e deter mined la rge ly 
by the accuracy ot guesses about futu r e p ro!i te. It 1e 
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suggested that the revenue produced by these tu:es 
can be eore fairly and l ees harmfully produced by the 
other taxee on corporations and that accordingly the 
capital etock and declared value excess pr of its taxes 
be repealed. -

3. Estate and Gift Tu:es 

The est a te and gift taxes a r e imposed at the the 
o! the traneter of -. ea l th f rom one person to another. 
Many of the fortunes 'olb ich are bei ng transf erred, and 
will be transferred in the futur e , were built up during 
a period when income t ax rates were far lover than they 
a re t oday . It 1B much more d ifficul t now to build up 
large holdings of property. For t hia r eason subsbntia l 
increases in the est ate and gift taxes should be imposed 

~~c~e::!:o~~! 1~31~!~!~"fn t~~ t~h~~0~8.bl~:~ ~~~;t;d 
and Tables 5 and 6 .) 

In conjunction vith the r a t e i ncreases, 1 t 18 
au~geeted that the existing insurance exclusion of 

~o:ggg. b:n~ei~:~ :1 ;~n:t~ :~!:~irgn e~~mt~6~&gr be 
allowed. This will i ncrease the pr esent e xemption in 
some cases a.nd decrease 1 t in other s, and will remove a 
discrimination between persons who are insured and those 
who ar e not. 

gift i!x 1~e ~;~~~~=~ ~~813Q~g& t:~~ ~~!t e~~:o!~~~ai0~x:he 
e lusion of gifts be made a t o tal of $5 , 000 f or each donor 
regard less of the number of donees to vho= pr operty ia 
given. 

These changes i n rat es and exemptions , together vitb 
certain changes designed t o prevent avo idance of the tax, 
should i ncrease the annual r evenue f r om estate and gift 
t axes by $ }00.000, 000. 

4 . E:rciae Ta~ 

New and i ncreased special exc ise taxes on distilled 
spirits. gasoline. cigarettes. soft drinks . candy, and 
chewing gum. and other items listed in the att ached 
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table. are suggested to rahe approximately $1.3 billion 
or ad.ditiona l revenue. (Table 7> . 

Although theee exche taxes are in t he natur e of 
aalea tuea, their effecta ar e aubat antially di!!erent 
from the ef fects of general aalee taxes . Some of them 
are imposed on co•moai ties of which there 1e or 'Ifill 
i ncreasingly be a acarc1ty. Such taxes not only yield 

~:;~nu;h~~! ~~~fa!o t~~=~~~: ~:~:g~~· t~e:~!~c~or the 
coaaod1t1ee have been chosen eo as to fall on goode 
which a r e widely used and are of a luxury or semi-luxury 
character. The increaae in consuaer inco!lea v ill keep 
up the de•and for thoae commodities despite the hi gher 
tuea. Heeded revenue vill thus be obtained, consumer 
purcbaain$ power will be tapped, the producers vi ll not 
De lnjurea. a.nd the consumers will not be tru:ed on neces 
saries of life . 

These special exciee taxes have the further ad-

!:i~f:t~~t~~! ~=~~i~!~~ . any substantial expansion of 

1 str!~sf~n~~:! ~h!.~8n~a!u~~ ~:;o~:e~~~· a~~ri"g~e~hie 
~~e~'i:n~U~i c~!!o~~~r~:l a~!~:~ t~~ ~::t:e~" a:c~~~=•-
aariee and luxuries alike . As compar ed with the taxes 
proposed i n this progru, it bears diaproportionately 
on the lov income groups vboae incomes ar e al=oat wholly 

~~"!n~~o~~~=~~~r:~~!y u~~n i ~he t~~~~~~· o~efi!~~i ~e 
It incr eases prices and makes price control 111ore dif!i-

~~l !be ~!r~~~m~;~~== ~;man~~c~~~u~!fh~~o~!~~=· a£~ ~~de 
not, as 111any suppose, ea:fty co llected: on the contrary, 
ita collect ion wou ld r equire 111uch additiona l adminis­
trati ve machinery at a time vhen manpover is limited. 

5 . Removal of Special Privileges 

which ':~~~t ~~ ;~~~~lv!!; :~!t~~ ~~~ t~!~P~~o:!:~~~r 
advantages and privileges at the expense of the great 
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111\88 ._ho must pay what 18 thereby lost. I am reluctant 

~~/U~~~=~"~t!~:! !:~uf~·~!rm~ri 1~~n!h~r t~~i!!~~· otr 
add! t1onal revenues until these detects have been 
re110Ved !rom the tax lave. They are bad enough in the 
of peace -- they are intolerable in time of war. 

(a) Tax Exempt Secur ities. An important example 
ot such a privilege 1e presented by tax exempt securi­
ties . Every el eaent in our population should bear its 

i:!r e~~:~~ ~~c~~i t~~~?·~~w:~!~~ ;:~s~::'!~:h l!;~~uf!x­
~~ii~~~ a~~!~ t~a~!n~h;~·~~~~~~; ~~Y at~~:! t:~6~r~~~!!1on. 
at prices reflecting to any elgniflcant extent the great 
favor o! escape ! r om vartime burdens . and sur ely the 
::itatea did not offer the securities on any such ba.sh. 

~:: :~!~~~~aYir t:~n~!ift p;~~~i; t~:s aa~:~~~b~~i~;~fo~!~t 
sacrifice . 

For a lone time Presidents , Secretnries of the 

i~:a:n~tn:~~on o~r~::i~~l e~~=~~ r~~e~f h~~~e~=~~~~~~~nded 
future Government securities. Last year the Congreu, 
at ay recommenaat.ion. removed the eumption on intfrest 
from f uture issues of Federal securitiee . No action hae 
been t aken with respec t. to the inter est on futur e or 
outatana ing State and local secur i ties. 

In times of peace. when the strain on other e lements 
in tbe population va s not so heavy, there vas much to be 
said for the gradual elimination of tax exemption through 
taxing future iaaues only. The national emergency of 

f~~e ~~~~~m!~~~ ~~:d~!!e:~P~~~~e u~~~=~~a~!:~pt~o~here-
applicable to outst.anaing issues of State and loca l 
securities. 

Unfortunately, tax exempt ion clauses appear in many 
of the ou t s tanding issues of Federal securit1es and 
these promises must not be violated. In the CRBe of 
State and loca l securities, however, there ho.s never 
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been any contract or 110r a. l co1111!11 tment between t he 
Federal Government and the securi ty holden or the 

i!~!:af~a!~~!~n~ov;~~~!"i:! ~:~~~! t~~r~ea:~1~r~r. 
in the case of Grave s v O'Keefe lr. 1939 !air-alnded 
uperta in constitutional law have bad no doubt of 
;~~mF~~=~:l ~~..,=~nfc~P=~r:!c~;f~ie;~ tax the income 
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J. ta.x system cannot be defended vbich in a the 
of grave national emergency calla upon the great aase 
of our taxpayer& to shoulder the heavy burden of addi ­
tional taxes and yet pend t s ~ereons wl th large t.u-

~~;r?i~~;~~!~e!~a~;y t~1~;~a! ~a~0;~;"fh!"b!~:ift oihe 
al l of us should be shared by an of us--including the 
ho lders of tax exempt securities. The President said 
in bil Budget Menage. " When so many h e r ica.ns are con­
tributing all thei r energies and even their Uvea to 
the Nation ' s great task, I am confident that ill 
bericans 'Ifill be proud to contribute their utmost in 
tuee ." 

iasue:~;n~t!~: ~~e~~~c~~a{u!~~~r~~fe~u!~~~~d~~:ld 
$200, 000,000 a year . 

(b) Percentagf De~letion. A. second uampl e of 
~g:c~:!a~~!vU::e t b: ;~e~! ~~~a~i~e~0~~e~t!t!~~ie !;e 
allowed to deduct so-called percentage depletion or 
cost deple tion, whichever ie higher. Percentage de-
fg:i/~ ~~~~!~~8 i~t the c~~!:i~/~~~=~~:g~a~inr~s e~~:ome 
nomic inter est in oil and gas properties) , the deduction 
being limited to fifty percent of the net i ncome from 
;~!tf~~P:~!~ ·on u~e:~ !Ji:r a~~:nf~~~~!dP~~~~~~;g~f d~he 
coat ie recover ed Md may substantially nceed depletion ba sed on cost . 

In 1937 the President and the Treasury r ecommended 
the elhination of percentage depletion, but no action 
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'it&B then taken. The war has intensified the necessity 
!or eliminating any such special favor to one group of 
!~~f:Y~f!ict ~0. ~~006 ~~ Y!~:~ special privilege 

One of the r easons asserted in behR.l! of percentA-ge 
dep l e tion for oil and gas properties 1e that it a tiJIIulatee 
exp loration fo r such properties. If this 18 a proper 
ObJective, it would be better achieved by a special 
dep letion allowance t o those who do explorf vithout in­
discriminate extension of the same f avor to all ovnere. 
At the convenience of the Com IIi tt.ee, we shall p lace be­
fore 1t a plM directed to this ourpoee. 

So far as mine rals other than oil and gas a re con­
cerned, it 1a believed that an A.dequate stimulus for 
exploration would remain 1f the percentages allowable 
for depletion purposes were substantially reduced or 
percentage deoletion ve r e eliminated. 

(c) Separate Returns by Married Persona A. third 
exampl e of apeciA.i favoritism in the tax l a ws is the 
opt ion al lowed mArried couples to f ile seoarate income 
tax r eturns. This permi ssion has little or no signi!i-

~!~~~e~o~t!~~!s t=~~:r~;~o:!~c~f a~P t~~ £)~5~t ( ~~=e aaount 

!!r b~~~e~a!~ ~~~aia~;x 0~h:~~~;P-~h~~uf~i! ~~;~t d~:~~~~~ts) 
or separate returns . It may mRke a gr P.at deal of differ ­
ence in tax, however, in the ct~.se of married couples 
vi th large incomes, especial ly 1f the i ncome i s mor e or 
l eas even l y di vided betweP.n husband and ..,ife . 

This difference in t ax is unwarranted since in 
;a.ctual oper at i on thr fa:a i l y is the economic unit. Two 
f a:ul i ee vi t h the SA.!II.e t ot a l inco•e will usual ly manage 
and dispose of thai. income in a similar fashion, regard­
l ees of whether the income is rP.ceived by only one 
spouse or is received by both spouses . 

Tbe adoption of m<~ndatory JOint re turns vould r e­
move this tax differ ential 11nd vould also e l h i nate two 
soecific ki nrts of tax avoidance "'hich Are present under 
existing law. The first is the tnatment of community 
income i n the so-called community-proper ty St a tes. In 



- lb -
219 

the non- community-pr oper ty States the income is tax­
able to the spouse vho ear ns it. In the community­
proper ty States, however, the husband who earn a the 
inco11e may for tax pur poeea attr ibute hal! the earnings 

~~n~~~l v~i e~ l i1 ~~~u~!r~~n~!~ai~:e t~=s~~,:~~:~!t a~~rif"d 
couples vi th high i ncomes in community-prope rty States 
r eceive a very substantial t ax advantage over those 
livi ng in other States. This advantage would be re­
moved 1f jo i nt returns were made mandatory . 

i second source of tax avoidance which would be 
e liminated by mandatory Joint returns 1e the poeai­
bility of manipu l ating incomes between husband and wife. 

i~~o::P.f~~: · a!~u;~~i~~~b~~d .~~c~!~~~e a t~:rf!mO~u~~c~~e 
tax substant ially (and also reduce the NDOunt of eetate 
tax in caee he predeceases his vife) by giving 11.. por tion 
of his fortune to his vlfe. This, a nd othe r methods 
of r educi ng taxes by tiarried couples, would be eliminated 
through provision for mandatory Joint returns. 

Join/~~~r~~~~:~~ ~: !!r~i~ae~~~~ 1!~8;e t~!a~ i !~~aa~~ry. 
vith a spec i a l allowance f or the eaxned income of the 
vite or t he husband . 

At t he present rates of lndividua l income tu, 
it is estimated that the revenue from r equiring the 
~5M~~~J,g~nt income tax returns would be approiimately 

(d) Other Special Privileges. There are other 
examples of special privilege i n our tu lave which 
need to be r emoved. They are to be found in the pr o­
v18ions of our pr esent l ave aff t'lcting capital gains, 
i nsurance company taxes, and pension trusts, and wil l 
be discussed in de tail later in these hearings . The 
r emova l of these addi tiona I me thods of avoidance would 
yie l d about $100,000,000 a year in additional revenue. 

our t~) la~:r~~~~0fn °~v~aaf~:~~fOns~he A~n!q~!!!e:a~~ . 
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~~~! 1 °~t~~i: ~~!~i~ t~d~rir~i;v~~~~=~s t~P~/~=~~!?nr£:i-
payers. Let me give you a few examples of such in­
equities vhich need correction. 

It you rent your bouse to tenants but are not in 
the real estate bue!neee, you are tued on the r ent you 
r eceived but you may be denied the ri,ht to deduct your 

;~~e~:~:n~n y~~~d~l~f !~a;r~~~~=e ~ar I m&t:~t!ie~n~;~i~~:l , 
denied the benefits of the amortization provision which 
applies to corporations . If you collect a debt vhich 
you previously charged off as worthless, the amount 

~~~ ~~~~:fv~~c~~e~a~8~!ti~ry~~~n t~~~b~~~~;~m! t e~;~. th~if~ 
rates at wartime leve ls it becomes urgent to correct all 
such defects. I, t herefore, propose that we make eve ry 
effort in this session of Congress t o el1mina.te a ll hard­
ships of this character so that our t ax laws will cast 
their burden equitably upon all taxpayer u. 

Conclusion 

The ncommendations I have outlined to the 

~~~:i ~;:~ ~~ Oo0~006~~00°i~d~ct;f ti~~:~ ;~~=~~=~ · ~~~~e 
the effects of any series of t ax pr oposals are inter ­
related t o some extent , we should deduct about 

H: ggg: ggg: ggg {~0~e!h~:v!~~:l ~hi~~~t a:0¥ 1~af~ v:t u~h!he 
Y~!!~t t~~t ~~~~e s~;~e~:li· f~~o~id t~is r~f:~?ed as the very 

We are at war. An adequate tax progra.m is vital 
t.o the successf ul prosecution of the war. The new taxes 
vill be severe, and their impact will be felt in every 
American home. '11/ar is never cheap; but, as I have said 
before, it. is a million times cheaper t o vin than 
to lose. 
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Corporatloa LaS plu Wlder prn eat l.a• 
u.4 wa4er tM propo ... 1 

1. l•e•n pr otlU cre4h 
a. IDYU Ud. capital •e tho4l 

rtret $ 5 ,000, 000 or 1DYU\ed. capltal 
O...tr $5,000,000 or la.,.•td capi tal 

b. laco•• -thod.t 
Portion of ""•r-c• e u n lD.&• Ia ball 
p•rlod, 19)6-1939 

·~ 1 

95~ 
c. SpecUto••e..-pUoD $5, 000 

0?. lllc•n protltl tu ratn 
~u•t•4 ••en• p r oUU alt tncoa•: 

nru $20,000 
$ 20,000 - ,0.000 

51),000 - 100,000 
100,000 - ~.ooo 
25(), 000 - 500. 000 

OYer ~.000 

J, l aoo•etu 
a. Jor-aal t u 

( 1) Col']loratlonl vlth nit tnco•• or not 
•c.-• than $25,0001 

J5 

"" '5 
50 , 
6o 

·~ 1 

95~ 
15,000 

, 
~ 
65 

"' 15 

11r.t $5,000 15 15 
s 5.000 - 20,000 17 11 

20, 000 - 25.000 19 19 
(2) Corporatloa• v ltb aet lncOM OYer 

$ 25,000: 
nat nu ~ ~ 

b . Surtu 
(l) Corporation• vltb n•t lnco .. or not 

.or• thu $ 25, 0001 
r tnt 125,000 1.6 

(Z) Corpor ation• wBh lilt tnco .. o.,.r 
szs.ooo : 

r t r 1t S25,000 J l 
Onr t;25 ,000 )1 

(a) 11:111e ( prOY1110nl Coi']IOrA~IOnl 
with cw-r ent 711U" IW'tU nit hcoa1 
1111 thAn the eYerac• 1urta• aet ln-
coal t or th• boa•• perto4 r-:r-•, 19)6-
19)9, an all-d. a tall ore41t or 1~ 
or tM 4\((. TID.CI, 'lnl.t DOt tO IJ;cee4 
~or 1urtaa 111t lncOM. 'rh\l p:r-o?l-
lioa a ppUe1 0111.7 to corpo:r-a tlon• v ltb 
net tnco•• OYir $25,000. 
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ltUMttd. r enou tacr-•• fro. 
propo .. 4 t a1 procr-
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l:~;;::,:~·~ .. ~t!J4 

Jndh14u.al l DCO.I tu: 

l t tate and c t tt u.s.e• 

ll~ln..u u nrpUo11 tro• 
lnco.e and. prorl t t '""" 
vltb retp t ct t o tn u ren 
fro• a ll 9tau Nl4 local 
«;O'I'e r MtDtal obllcatl cna I 200 

" 

Len allOVIlDCI tor h .ttrr llaU4 
d '! ecU , appr o:r.l ... t d 7 

.lpproxto:~~.u l ncrt tlll in r t 'l'lfti.W f"ro• 
propott(l. tax procr•• 

lf Jar a l\1.11 yur of O)ltntlon . 

}00 

100 

(In •Ullou ot 
4ollut ) 

.. ) , 200 

}.060 

} }0 

l,}LO 

6lo 

• 1,610 

0 7. 010 



Sb.tclllllnl of Randolph ?aul, 
Tax Advi :~er to the Secretu;r of U:.e Treuury, 

Before The \'t't711 e:td J.teans Co~ tteo 
of the House of Representa tivez 

Utlrch 3, 1942. 
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to Jt ;~u~~rf~!;;r!~ t!~pd:~!'it ~~;~r~/~~e n !ai~!~s t~=~t 1i~nod 
U:t the Sccretnry in his ntnternent, end c.lso to present 
3':1::111 ndC.i.t i ont~.l :nat ter a of a more technicr.l Mlurc . tl.tle 
l t i11 not ~o:;11ible to aentl.on all t he teci.nicnl su£re:tions 

~e d:~~;fPH~~ ~f l~:~~~~;/~a~~:~~~~~~~!~; ; i ~! 1f~:r; i~"t 
acql:aint tnxpeyers 't' ith. our Viol'S. I r.ill follor. as f11.r as 
')Otsible the order 'Jf tree~nt contsined ln tl:e ~ocretnry' r. 
;t'ltcc('nt. 

1. Indi vi dull! Jnco~ Tox 

(n) Earned Jncooo Credi t. , In the fie ld of tho indi­
vidul'll incOniO'tiX£F.CSecrt~lu•y h!!.s indicated the sur,gcsted 
rntes of surtr.x, A:rl tlus t.nLles he pr esented indicate , no 

!~~ef~RHo 0~o;11~.~~i~dn;c~~~~;~ i~~" off t~~~4&)" al~~!:~~~ft }~r 
~~-~~l:~et~~!o~~~ ~~,.~~~el;:d;,i t~l.~0 ;a;~~s t~o t~~d !;.~~=d n 
inrocc credit, nhich ~e sur~o:,t should be elim.iMted. Tb'l 

;;;~~ h~ v~~~ ~3~008t oV~~~~~;~ ~ri~ ~1~c~fo~~x o~0~;~ ;~;-
.. bnc.ver ~ ... vir.- tlt. , OOO of errncC inco:::e - - b out of ell 
nr:Jport'i.on to th eo':lplcxitie~ 1·:h!ch the credit ?roduco:~ in 
the eo:-::nutntion of lh~· li'X. The clb.in"'li:m of the credit 
J• rr.tits' fixinr: of the ~urti'.X J·:l.tc:; ... t::. !!.li;htly lor:t:r 
\1-vel in the lor.cr bJ•aeht:: th~tn r:oulC be the C'\So if the 
c 1·~el t t·.cr .:: 1 .. t.-:i.ncd. 
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(b) ~<ilhholdin.g at the Source . The Sec ret t~ ry hu 
sta t ed the essenl u l neeo l or a system of 11i thhol ding fl. l 
the :source . He sue:gee t ed llfilhholding et t he source u a 
means of collec ting r.art of the incor.1e t e.x -- not u a 

~~~~0~i ~~h~l'Si~~h~~f! t~~"fie~t~i! · bar~ ~~i~~c~h~u~i;~e ~en 
it shoula be slRr t eU. and the r e. t es nt 'lfhich t he t nx should 
br ':lithheld , up t o 10 per cent. 

The sug;-estea methoC. may be bri efly de~cribed as 

~~~;~i':~ . ~~~r:~~i~n~e c~!i~~~~~ :~a t~~r;~~~~io~n~~n~8f~~~~·-
tst. <Hh respect to '":ar;cs anl sohries, lh~ \tilhholdlnc 
"'fOUl~.;. be on a nt>l bll'ds . Tho t ax noulc be w1thheld only 
unon the t!).CC's:: of 711r:e:; and sAlaries over t he taxpayer ' s 
rerson'll l.:xemntion, c:·t~d :t for depen.Cenls , am! a fu:ed 
P"t'CI ntnr-~ cf such cumpt lon a nd c recit r cnresenting Bn 
ev~,;ro~c r·l;o\,.tlnCoJ ~or ~ccuct ioms . The n.mounta thus rtlievec!. 
of the ':l'i t hi:.rlt.inc rt!r.u l r ,mcn t would bl: b t•oken do•m by 

E:~~~p 1 ~cf~~a~~~i~Y~~~, t s t~=i~n;;;o{h~ ~~~~~ ~;0~11~0;0~~~~ ~~ 
by ony olh r- r pcr1od . The tmnloycc ··,ould be re tlulred to file 
.. ,.ith his tm;'lloycr ,;n f!xtnnt.ion ctrtifi cnte suprlyin· lnfor­
mll.tiC'n on his fMi!y l'Lt tus . Thus, tb ro.; would bt- cxo.:mot 
from lht: withholdin;- Lti.X about llG e. r.tt:k for 11 ainr,lt 
ntr.:~on, ~32 e wetic. tor 1 Mrrit:C: person, enC l4~ .~ far a 
::tl!rrhd Ot!!'son nith ""' Ctr.m:.t.nt. 'ihe ft't: .. L mnjcrity of 

ID<-!.lit t:npltyC'cS f'nl. r11.rt-tim1: hC'urly U~.fi}Cj't ~S Cl' rnirl{; 
sr..t-11 suo:; with ruotcL to ,,.hich it i:; ir.~orocticubh to 
Lpply e. lfi thholdnt: systcc :oroula thus be iot.coov~.<: fro!ll the 
scopo;: of tho.: oropo:;cd s;;~tem . 

Tlw emt~loyt-r "«:U}d l'(·mi t qun.rhrly to the Tr~.;asu ry the 
omount l'lith.~eld . l!t: ~roula oll!o tt l tht: ~.;nC of Lhfl y<;ar , or 
u:1on terminntion of Cm!'lO,Yt:"!OnL , riv.., th<; cmploy~.;u a ruce ipt 
for lh\.: :l.!r.Oilnt of tux l'lithhcla . 
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A.l the t>nd or lhe year the e:npl oyce would eomrute 
his tax liability and file hi s return in the usual manner . 
He ,youl J incluC.e in his income the i'ull ac.ount of the 

~~Ci~of~~~:e ~~-,~!~,.~"~e n~~ui~r~!~c i~: ~e!~~d! t 8~~~·nst 
the l ox due for the 81'110URLG t'Yithh~!ld nl the source . ln 
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the rRI'C cnse \/hen tho ll!~ounts wi lhhcld at the 30Urce 
exceeded his enlit•c tnx liability, the er.tploycc would be 
ent ltlcd ton rcf'Jnd . A ~ystcm \Yould be instituted whereby 
these refunds could be mlldc. proolltly . 

. iith r~.:sncct to divil..cnC.s nnJ bond interest, the wilh-

~~l~~~r-.,:~;d~~~ ~~l:rt~~~8 ~f~~~~l~~~ 8~n t~c n:~~~~i;e is 
im!)I'IIClicable beceUS(I nn \ndividunl r.>cy hold stocks and 
bonds in mtlllj' corooralions . Of course, o.n,y amount nithhtlr. 
i n excess of tnx 1iabi.lity would be refunded to the lax ­
pt~ycr . 

int£·r~:~i~~~~~s t~~s7r~~s th~d e~~~~~i~f· t~tv~;~~~~; ~~~h~~r~ . 
h11.vu e ff.;~ctcd n pr~opo.ymuni of their lox- linbililics . In 
orucr to achieve n spcedinr: up of po.ymt:nts by recipients 
of other types of i ncor.!c upon which it i s imraclirl'!bh .. to 

c~;~~~t b;e~e~~i;~~ ~~ur~;. · o~~-~~l~u~}e~~~~r t ~:~2 ~i!x tr.x -
rirbili tit:s on Mnrch lE, l9li3 rnrl tbc rcneinini~ on-.: -hl\lf in 
instellcocnls thtrcdt.:r . Those te.X!'")'IO!I'S nhose inrom• s 
r.rc not subject to 1,.i thholJinr l"l'OUh be obli&eci. to :ave in 
lJt.:! sums suffichnt to meet th~. incn'!.st.:d ~~rch 1:'-, 1043 
peymtnt . Th, sc t"X!'r.y• 1':1 noulcl thus bo plc.cc.: in ll 
SC:':\t:'-:hnt cquivchnt i'o"ilion to the recipients of incor.t• 
aubjt:d to 'Yithhol..linr, wt.o ''.'Nild be cble to usc thdr 
J'<:lcdnts for th, r::tount l"filhhdd to m.1tl their M~ rch 15 
pr.yr.t•'nl. 



237 

- ' -
:". Corpo:"nte Tl'l :t:Ps 

(rl) r.xcf's:s P:o,ri t.s Tt~x . Th" SccPetary hu msde two 
r ... com•ntitlrl:i'il"3 witfi re!ijlf'tl to the exees:; profits tnx : 
(l) ;,!'l lncrPtuc of Hi ncre[ ntage ooints in each bracket, 

~~o~!;~~~t~ ~~:;t(2)r ~~l~; :~!f~~1~~ i~~mr~~i~?~~~~i!ions . 
Our crowinc Pxnrl"i~:~.ce \tit.h tho excess profits t.I\X indica t es 

~~~ ic o~~,.£~f:;~~;n r~~! f'~n~r~~lf~~~~ l;c~~l ~;c:~r; t~!dtl ~~on. 
reff'r•encc to lht' base P"l'iod r rars used in thr shtulf' , 
l<J2C- 1:133, thosr yenrs M Y not 111\-:".::s hnvt> tt'tn r~"pr~senta­
ti v" year:; for th~t corpor-ation. The tTidc t·anrr of caus'"S 
"hich 'l<ty t'JI1:f' th'! l"se r:-iod unre"r sentnllvr indicates 

!~~c~";;l~~~ ~~¥~~~;:)~ frr. t~~ l~;::n!a~~~;~r r~o;~:i~~~e 
l br, this vt~r•ietr .,r C".USU nl&o r:ives r~se to nd:~~inistrfl­
tive f!roblr:"'3 of srriou 'J rronortions , ~o ::~c of thesr 

l~!b~:rn~h~n~ ~i i~~~t 1fo;h~cl1~fe~u!~d !h~\;tih!~ t~~ h~~~~~t 
co:'lnlainrr! oF· is 'l. 3evtrt• on~ An•! thAt tht relief r'1'1UPStr£ 
t•ill ~ic:" a subst11ntinl dff' •l'fnc• in l'!.X lh.bili t;t . Thes .. 

!~;~~,.:~~ i"~ 1~f~· af1 ~~~a;~ n~~~f f~~~~s;jC i~~~" ~~~ b~rden. 
?~~,.~( fj~fl ~~~v i:Y :;~,. i;• th:l' h~~~:i~f !h~p!~i!l 1 ~!:~j~o:h~;e 
~~t~c~~c "~~,~;~f~ =~~1i:t~~s~~~~l1~~~~lc~~rJf~~~n~i il ~~i!e . 
In tlli:; eonnrc tion it '11< 11 of rour sr> be necc&:JAI'Y to 
rc"XIll:'linc thr :of'lil'J' ')ro·:isions in tht: nrocscnt law, including 
t~a:><. th11.t ~ iroht be r.tsc:O:td ns '"\· chanlcal , such '"' the 
growth f orr.;uh. and the .;dicit rulf' . It will &lso br 
nt.r.t.sss,.., to rrconside:o thf' :o•·li f provisions dlalin~ Ylith 
the o.sco:"r •.a!n""' :tt lf th.- cu:-r·nl yut.r ' s inco:lt to see if 
tho~' II!'' •.r!Np~t 0 
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rela t!11:o r~h!1l~~~o~~~~~~~~ oin 1 i~~ t!~h~:~.r~~!;! ti~~ . la;;~~ly 
~~!')h!:; ~~~r!~rn~~!d~t r~l~~ed~:;: :}t~o~~~li~;n~~!1~~d of 
otht~r exchonces , is dcfe~:tivL in a nwnbc r of r t.spects and should be re 'lllcped . Thcrt 81'11 o. nunbc.r of otht.r pr~visions which £;Xner ience has inCieated are in need of oodtfieatlon, ond 1'1(. shall be pr e,ar ed to cresent t hclloJ trehnlcal changes to the Cor...,ittell at a lo.t\.r ae.te . 

hn lntcgrnl po:ot lon of the nrorosd trct~lr:~tnt of corooro.tions h5.Vin& l ncot".tS ove r $25, 000 is tht special creatt to bt: allowed age.inst th(.. '1'1'1\!' surtu . A corooration rhose eu!'rent yea!' 1 s surtax net lncom ... is less lhl\n tho ev,..rng11 surtax net incor.~c of the y(;II.I''S h36 to 19:39 inclu­sive would be a.llon~d t ert.dlt of 10 perct·nt of that difft: r Lnct , Such cr-edit, h01'h:Vl:f' , r.ould bt~ limited to a rn.''IXinu.., of 20 percent of tht. sur-tax n~t lncocl" , For-
f~~cl~~ ' v~~r-: i~3K~lM~0~f h:~f>Q~oo;):r-:~d !ul~~~ ~~~t!~c~~~ 
lnco::1'-' of ~50,000, . ita gross war surtl'x "'oula he 31 pHcen t of ~;..Q ,OOO of' $1~, 500 , but it would be nlloncd as n cr-edit e.11ninst th"t su.o:~ 10 r~t.r-eent of tht:. difhr1.nct. bctwe...n tr5Q, OQO And tW,OQO: 01' !10,000 , SO th&t i t.S Waf' SUI'tU T.ould be reduced to ~:> . ~00 . Its nor::lf1 t"x r.ould re!:'.r.in 
~~3g~l9~9thnd 1~e;~" ~200:~. srot~~r~~~t i~fothc fd~r~~c~~:rs 
rould eo:::e to ~15 , 100 . !!ol'i't.Vtf' , :~uch .;;1!;. ,000 ia in t.xeus of 20 ntrcLnt of the :~urtor.x n\.t i nco:::E: for 1942; lhL crf'di t thl'rbfOre t:ould not exceed such 20 pcrct·nt ficure , or 
!10,(100 . 

As suggt!steC. by thL Sc.cr~t'lf'~' , it i a bdicved desirl'lblt 
th"t such portion of the tr.x on r.ny dollnr of corporntt 
ineor.:·~ u exceeds 80 ~t.rer.nt should be. s .. t t'side by tht 
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(iovtrnnent for the ccr:Ht:'\t of the eorpor !'l.tion. After tho 

~~~~;;-~t\:ur;:, ~~~ s~,t ,~~1~~~~~1; rtf~~o~~ ~~~h~~ ~~r!~~ly 
or tn the con5tt·uctlor. of capttnl needed i n sh\ftl~ 

~t~n~~~~3 n;~o~c~~r~r~~ r~~~;~~~~i~~ ~~~~e~~~~ ~~0~~~;~~~ · 
liffcctivc 1 ~lc of l"X of ootc t~fln .3() percent bcfor~ rny 
aroolunt I"::ulC. be sot :tdCc. u:-ubr thts ?rovisi.;,n , t!ht'ncvllr 

~r:~ r~~c:~?~o~~i~~d· ~~~!~~:t;~ o 1li!ft ~--~: ~?~o~~r~~~t; n~i vc 
nor~":l b:t of :~.oro tl:,,n 'lO C"~nt:- , t ltc r!:).)unt •. i:ovo •J cents 
v:ould t- t·.·cor Jed in lb~ n!:.rc of l! cor~.Jration for the 
purpozo :il·~r.lion .... d . If tt.~ CJt'pOr"ttOn U:!l'• :;ul; J~ct tO 
excv~:: ~rofl ts t~x .,r ('.J p,rct:nt or oorc it'':louLC. kL'IC sor.lf! 
ineo:r." ::~ubjcct to o.'>h. tf,rn tho 90 n rc ... nt r-:t .. r.nd "'ecorC· 
in~;l;t ';';'Oulcl bv .. p· rt :>! its t'!x sil~ ~si!!c . 

3 . ~~~~ 
ft,c ~.;;r r....t· ry hr~ :nonti.m~·d tt:c chnnr~os in u, ... rntus 

e.nd cxc:cntion:; wi.ich \',(,; ~I'(' liUf:rt.~tinr, for th\1 t.rbt<; ~nd 
&ift t~ XJ~ . Qti~~or C~-~n'"' S ~U·~fU:St-.t:'!. b;l the fr.:l'liU!':f dth 
rC:l?I!Ct to thczc.; t"x~o:: ·:.ill L~.~ di.:;eus!'Cd ~t n 1~ t .. r point in 
ey s t ::tcmcnt. 

nth rt~"'<;Ct t.;) th. iner.;>'\:"(·,5 in U:c ('XCi:c tl.lXI.'~ 
Cl :scurad by tl:c. 5-.:cr..t"r~· , it 1:: ::u .. ~stc!! th"t ln the 
lcr.lshtlon im~o~;:l,. :oo uc~. lncr ... ,~~.. s tl . .: Con.~r.::s:. st"tc the 

)~!~if i~~io~r·t-~:in\~~; ~~~ 1 ~~\~~~:s t~n~.: ~~~n~~~c~~a c~tur into 
tho cc.r.mut•tt:>ns o: :>··rit;r :Jrtc<.:: for ".r;J•icultul'rl :noducts . 
One r.dClti:m~l n· tL1· '1.'"/ \c: :n.-r.ti:mc,Q . A few of thl! no\'1 

~~gsf~ .. ;~x n~tl'-'~-~~~"de[~ C'~~~~u~~~~~ ~t ~~~v:~~~c~·~!tl: 
rcv.:r.uc. These r ... w t•·x ... 3 fi"C rll ir:L'"lO~cd UlOD! rttcl l" the 
C".nur=-cturc of ~-:-i.iel, 1:.:; l .. ,n or m-:.y"b<. O)..,, ct ... d to h~o 
dr-:.stie'lllJ cu1 tdh.d. Ir. r.d,_lition , ccrt r..lr. of U. :"".:. tnx~:s 
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1i~~~r~~?o~~e,;~~~ ~~;r.~~~r~fl ;~,~~~t~n uen t~~~ r B~~~~~u~f 
j'Lld. Acc~rdingl~·, it is suggost-:d thr t tlti. cxciso trxcs 
on th~: m.~nuf~>.cturc o!' rubb"r nrticlc.s , electr ic s lrns , 
J., ticnl o;f!U l poont, end CO!:IIllorci~l r:ar.hinr; ~:~~cldn,;;a be 
rcp'~"lud . 

5. B ~m_:::_~~f-~£1!.!..~i~!£!:~ 

cl i~i:.~tg~ gcr;;~~i~f h~~vii;~~~,~~~ ds~!;~~~~~ t~t~~~lh;d 
:: rce i tt.:-:s : T~X- ucr.:.pl s•.curt tic&, pt.rccntnr.c C~.;plction , 
n~L~~;J~~-: ;~l:~;;~rnTh~y ri;:~i~1 ih~~~n~~q·~~~t ~~;i~~~f-~ 
tlon ... l C.i:cus:>i.:>n to .z.kc.. Jur rc..conl'lcnd:-tl,n ch.t. r . 
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(It) lcrc.:nl"C ... IN___il.lt~ tion. \'.ith r c.spc.c t to pc. r rcn.l"t:C 
dcpldbn, ~l:f~i€'rr;:t-Ui0 c.v,id'l.ncc of V x no1·, pur::~lt­
tcd l, cli:::i:;nt c.d by di~e.,n tinuing t~1c c.llonncc for 

~~~~i~~~~c. t~0~{t;;~ndepi~~\~~~~~l~)~~d ·h~~;~ r~~.~i~~ If t he 
Co::.:.il ttl.:L dc~iN s to cJntinu·. s.1::10 c.llor:!'nct !or tl.o.se l~x­
p~y,rs l'.:.a h .. VC. developed pr O?•·rlics !r. th .. belief U, ... t 
P• rc nt~-~" C.c:>l• tlor. ou!C. be obt~.i:v.::.bh , u. tuc;c:::t tl:ot 

~~~~,~~tt~l; ;,~i~~c~~~~~'·;~o~~cii!!op~ io/~~ ~~;.u:~; c~ 1942, 
rc nt ., · ... den! L.J:. ~hJuld \;t, p>'! r :ultcd "l '· r .. tc of 1!, 

P• rc.:.1;:. 0.1 tt.: ~"'rO!':l :ni"J~ froo th~ rro~crtl in U.c cn::c 
v!' t!.ost. t"X:!")"C.r!: r.i.a .. l.:c t LC. to ch"rrc int .. n~,:ibl-= Crillin;; 
.r.d d,v.,lopr.:'nt costs to c:plbl 'lCc:nmt \n ,rtor l<!.x~llo 
'j .. • ros . T·:xp:'\~.t'r r!.o cl.rt(d to cl ~rr~ :-uch co:o: t s to 
tX"J\.nsc ;r. 'Jrlor y·,r:~ sbulJ to li::tift.d tJ '1 pcrccnt r:zc 
C.c.-.lt.lhr. rllo':'-, nee of..: r,c J C<-lll1 tl.c. 10 7'1'-f'CCr.t dlffcrtnce 
Lc ' nr. r.ppr-oxir."clc lj' tt.• rrlv..,!"ltru·c ottdncd by llcl s ('J'JUP of 
tr. xnr-yors tl:rou~;h ..: xot.n:: in; such costs . For ::to tnl olnoa , 
•nd n·n- r.:•_ 1r.l ·.:ln(..:J Or JC:"JO!'ib if'cluC.tnr COr\l :ni ne:: , ;·1hlch 

~~~i~~ i~~o;r~~~i~\. t~r ~~~1f~ t~d n~~7 ;~ t~J.;i · 1tr ~~;~~~fc; n tr.c 
c~!lc of :::.-..lnl ::~in·_!: ~ :-:d :>" J·c.:.nt in ti.' c~~,;; of ot~.c.r :.~tnt.:! 
for t·.xp•;;.J•:-. d.~ ct~.pil"li1-.d if.t"nril:lc C.~,;v.;.lo?::a.nt ~x-

\ /'~~~i. 'i~~::1s \.~ro~· ~~~~;~~~~ ::'- 1/~ "l,rctr.t, r, sp .. ctl vc~y. 
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rn i n~~c:~~n~o~i ,;;~~ df!~;~~;i!~. o;~c~u~!:~ ~g~~n~;~f~ r.~ 
~~\~;\! b~ t~~~~~~!i~h~~': .. :o~~l!rr .. ~.i 1 ~r ta~;n~~~1~~~~1 ~~1~h~ 
pu·ccntnec dc~lct\on y:ith r esnoet t o a!l t~roductlon f roc 
1.1~ , ntiro :1er uego \dthin !luch pool ct the rfltc de te rmined 

~)~~· ot.u~ ~~~ ~~ol :c~~~~-2~;;/~oh!r~~n ~;r i!~n t~~u~d t~~mln:--
c:mddcr cd ". nov. _?ool. ~uch dlo\•r:.r.ce of p ... rccnt:~cc 

~h~1~;;~~i t~~!d :.~~si~~U~fi/~~~;~d· t;.~ !~~~" o ia~~/: ~;lor~ 
r.t'lrj' ..,dl. Contributi.:~n:; v;ould t<: dca~r.ll.d rubst~ntil'll if 
c1uivr.ler.t to 25 C(.':nts or 30r.:t per foot of hol.:: drilhd ror 
v:o..ll:l. ht;; th~tn SOOO t~o~.st in dc;:tth, n:!d SO c~,;nt.s tor y,.,;ll:; 
in (;Xcess of !:uch dc.,th. A!. to mc t :::.l c.in..::r , 'lrd r.on- cctal 
oin· s " r cicpo~i t s inCludir.v co"l t~in .... s , hC"r.:"'rt~r dcvolopod, 

~t~·ci; ;o·r~~ct~~~~;~r~0 "~·~ c~~~u~~~ ab~t·~c~~~:t~~ · ~~~~e~r 
aplorntion, ll.o,;vclO"ln.::n t end op ... r"-tion Jf tl.o ~rop.;.rty . 

\nt~-r.~l~i~1~~ t ~~~ n ~ x~~~j; e~v~l~~~~ni0 c~~V. t~~;~td 0~c cxp~n3c 
(.liniridcd for bot~ Oil !'n(! c·.£ \.ells rnd nin-..~ , Ill:~ ). r'C·­

'LfLCr' ~uc~. co:: t s ~hould be chcrr. ... d to c~.,lt:tl nccount. 

(b) Joint Rwturm: . 'i'h ... third it.::;:~. ::!~,.nttoncd by tt.o 
s ... cr~..tl\ry, :O~i:i';;.t.:-i'~urm: by crrricd tr.xrn~· .. t•w , \ • .:":: 
c::u.siCcrod by tHs Cor.."lltt•.e 1"::t y~;~r . il. pr.Jvi~ior. ~·~s 
· n!ltrt•.d in th1. bill •·:: f'(;;.>ort ... d b;r th Co:-t":l~ttce rcquirinh 

tn~~~b~tt ~~;o~I~io~ 1 t:.~r t~~cif~bf1f~/;:~~1~ l~1~~D:~~~~~n . 
upon ttc. br.sh of tbc cJc.Llm.d incom.t of t.usb')nd ~nd dfo. 
Ho\lcv .. r , if c i tb..r I:?Ousc ro dt:s i r ..:rl the r.c tunl tr x burden 
1·.ould L\1 c.llocotud be t·:ctn ll.cr.~, so th·~t nci th<.r fiOuld te 

{f.i~f.~ .:.~ l~y s~~~ t:~~t~lly f~h~ !!.;~.:: 0 ;;"~h~ J>r'~ \.r~~~tt !~~~ted ' 
i.y this Co:.rnittoc , dth one J'lodificr.tion . The adlu~t::'Llrt 

~~i~-~a~~c~oi~~.~~~ ~An~~~r.~~u~~ ~~c e;;;~t~~r~~-;~~!tei; ~~~~he 
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~~~~~ind ~ ~u~"~~i~~ ~~o ~~~~~U.':I T~~~n;.;u!~d t~~n t~~ ~~;~ ' s 
'tult.d"'fl.t. hx Jn the totr.l of such \!~rnings. The C.tf!'crcnce 
~.;b·o.,n the tax .. m the combined eo.rni.ngs ::md the SU.':I of the 

!~~~~st" t~~c t:~Pb~~!l ~~~~l~~! :~~i;c bjo~~ioi~~o::. c T~CC~~~h 
l.u~l.rnd end dfe crrn leu thr.n t he :;pacified r.mount of 

j~i~l~~ t~~~ ~-;~l~vL "~o ~;,~~~t~~c~~~~ i~~ ;~~b~}1 ;~o 
0}1~: n 

Ltliti s uzuh.r :;epo.rr.tc rf.lturns . 

{c) Cn"Jitn1 G~ins 1 nC: Losses . 'i'h.: Secretary l.cs 
str.tcd thnt.)ur lr .. nb ii{~rl r,e.ins t~.nd loss~s 1:'1 
another ~xt.oplc of c. ~pt.cir.l prt vilq;e in .:>ur hx lr.ns . 
On tho ~nt.. h.,r.d, ttu nrt.sent o:u:it:rur.~ tnx rntcs ttp'llit:tblo 

~~u~~~-~17 f~~~- cn~~!~1 ~~!~~~!o~0 i~r i8 r.f~~~tr 0~9~r~ e~~i!l , 
v.hilt:. the rr los on otht~r \r.comos ho.vc been substr.nti:\lly 
inc rcnscd. On the. other ho:.nd, tho ) r esent pr\vilcg\1 of 
deduct in~ c:o:oi t nl losses frv::~ ordin'l.ry income !\!'Is under 
!'£:cent r ntc lncrcc8cs oncourr.gcd ".n unur;unlly lr.rgc O.!T'.ount 
of ct~pit:'!l loss ro.:eliz 'l.tlOn. Ti.ls ;>rcctice ':'1'18 pcrtlculr.rly 
noticeable dur; ng the ln.at fc't. \'olC~s of 1~1. 

As to \':~o~~~'tc;~o c~~l~~lau~f~.~;i~~~ ~~1~I~i !~~i~d d~fc:;~~ 
li\ :n.:mths r.auld b( ~ubnt~tutcd for the prcncmt coopltrrtod 

t~~~=~'~1~!~f tf~r~~fn~r ,..~~tdb~:,in~~~d~~ f~n1~~;cc s~~h so 
pt.:rccnt of the r.oour.t of tho gnin, y;hich is the ~es~.nt 

~~~c:~;t~f~ff:~~i!! ~~.i~ ~~o.:~o;~~ t~~~r~~t'i ~~1 t g!ki~~m:o~l~c 
bo int"rcnscd fro:;, th.:: present 15 p.;.rccnt end ~.0 p••rccnt to 

~n~1~~1il~~:~c ~~ ~Pl~~~~o~~i ns Tr~~~ ~~~~~~~ h~~;~n~r~~~ih t~~c 
su!'·:cstod incrc.nsod re.tlt. or. otl:cr inco::~cs . 
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thn t :~c~0 1~~~~; t=~~lda~~~·~e l~:~~i it!~ !! :,~~:~~~on 
~~~~":!Pr~~f"~~fn!~coS~~r~~~e~~1~a ·r~!l8io!~~g ~~n s~~rt 
1\r-nli ed under r'lr csent law only age.rnst short- terrn capiLel 
eolns . It is sugc ested that t hey be perr.~itted as a 
oeduction fron long- terrn cains as 'l'ldl. To nr evcnt hard­
ship i n the esse of a text~oycr havin~ Sllflll i nc ome end 

i~~~=~!c "~~~~~~ ·l!~g~ ~e;~~~s;~~r~~~er~~ ·~ airo~:al tal 

~g~ld5~e o:~i~~ }~~o~h; e~~~~v~f· c!pf~~ri~!~e!11~~~~vcr 
c11rit11l gains . 

(d) Life Insul'anct: Con:Jtnies . Another exar.tple of 
snccl.d nl'nllece poln€ec out by (ht; :>ecret&ry is the 
nresent treatr.tent of certain insure.nce co::manies, The 
lil'e insu!'llncc companies of the United ;;:,teles hove 
r.ssets of ::0 billion dollar:. . OUI·int; t he yerr 1939 
th1·se n33ets ~arncd inve:::tr:ll nt income of' over 1 billion 
dollars . Yet the lift insurrnc~. conoflnics in th(' Unit(·d 
.)ta l t::: ">ttiO n total incor.a; ttx of ::Jnly ~-t.5J , UOO , 

corw ~i~~e n~;\;;~ti~~}T r~~s~~: , r.hli~!t~ t~!~r-~~~c 
llllowLd to dcciuc t fron tt~ir invtstocnt income en 
"r.ount c.'lu::~l to 2-2/t, nt:rctnt of the l:l€Pn of th,. re· 
sc.rv•.s required b;· 1""• lllthout:h the average. rate 
~ctu~lly t;" rnc.d is lus th'ln :!- 1/2 mrccnt • .;tcond, 
·nhih tr:,; l xlr::"' t intErl .. l is excluded ~~~ coa!'lulinc 
invtslm nt inconc , thrt nortion of th£: tnx Ue~nl 
lnt .. rcst which is nttribul cblc to th" ns .. rv~.os \s 
txclu(hd n second lime through th ... rl<.Cuction of 3·:J/4 
of the nt:an of t ht r ~servdl . 

It is SUf(t.S l td lhl\l this doubh ... xclusion of 

;~~~~x ~:-~~i ~!c~ ~~ ~c ~to~ 1 t~l ih:<.~t: ~~ l~t~~~ i ~~a ~h~a~~· 
' xunpt lntt"r ... st bu:r s to tolrl innst;::::.tnl incom ... . 

243 
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fur the r, the Ceduetlon of 3- 3/o1 ~ercent of the aean 
of the rese rves should he reexaoined 1n the li~ht of 

L~e~:~~c;~y t~e~i !~:~~ge 1!r 13-i/f;:;~:n~h:~d t t}.! ~~~~~~ion 
~:;:r~!n~nt~~e:;c:~~~fn~y t~~! ~~:~:~~. i~ ~~l~hii ~F ~~3 

~r~~n;e~~~~id t~" tt!v:~t~:l t~~t;;;;~ ~~~:~~i~~d r~ t~~ig~~ch 
11. forz:tula avoid 3 U:e unfalrnoos of usinc; eLlher a fi xed 
r~te , . r1Uch di scr iml n~~.tes agai nst t ho se eornpo.ni ea usinr, a 
h1gher actulll r a t e and t hus ?OSsessing smaller reserves, or 
the actual rftle alone, t~h ich di scr i mi nat es to an even r~ater 

~~r.~~e u~~:~~~!b~~~!~!~~ =~~d!r!~~o~:t~ f a~~xw~;~~e;~~~~!! 
int.a the deteroi nation of the r a t e to be used . Today, oost 
insurance is \';rilten on a 3- 1/2 percent or 3 percent l.ul3 . 

!~c~h~a ~~~&;~~d~c~~r~~l: ~~~~i:~! i:~u;~i i~e i~ ~~~~~v:f l~~~e r• 
A.ble reserve eo. r ninjl':> deSuctlon, d i scriminft t i.::m is t l.ercby 
avoided . 

FiMlly, tho restriction of the tax ba3c for life 
in:;uro.nr-e to inve:;bent incom r:":>uld be confined to the 
nctua.l life in::urance businea~ of a.co::~pany . A life insur-

~~~~cil~b~~y b:; ~~ ~~~i~ te h~~!!~ :~d a~~c~;~~~l ~~3 :~~~;A~~e
8 

r-o::~:~o.nie5 on tt11t rortion of it~ busir.e~t. 

{c) !!'.Itual Insur·Rnee Co~pr.nics Other 'ibn Life . 
!.!a~{ of the ::mtwH casua y tn3urancc CO:':lt)ames , ... ar·~e 83 

:~e/~e~~~~· tOre (H)~n Al~t:~~~h 1 (~~te:~~~r~~r.w~~0~ri~~~!il; 
·1e::L-ncd to exern.ol on ~J t:nnll anC loctl.l ::~utuo.l cor.l~n.r.ie:; . 
ott.or" mutual co::~iHmict, while nominally sul•jcct to" tax, 

~h;~~o.~~~~n:~~y ~ti ;a~~n~~~ui~:/~~s~n;e~i ;~~d d~; ~~~t~ti~r 
tax trcetm~nt between such :r.utuul CO!:lj)anics and t~c stock 
casualty co:npnnies . 
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lt is SUt;b"'st~d t h!!t th~ eu:rnnt i on in :section 
101 (11) b .. confimd to t hoae mutuo.l casurlty 
co~:~.,rnhs '<"hose nt_l t axrbh i ncome docs not t:Xc<.. t.d 

;~~Y~v~~~ ;h!~ru~0 of0!o;~1 t~o.~n~~~:~. 9~,~~;dl~~~-
or rhdhtr r cinsurtd . It la furthu· !lucgest~d l h"' l 
lh\. f' ltl" ining nulu'\1 com.prnhs bt trXt.d on lh1.. sum 
of thdr investncnt inco!:lc ond tht r.dCitions to thui r­
surr~lus l'lhich rrt fr._<. froo cle.i":lS of nolicyholdtrs .• 

(f) f'tnsion 1rousts . Till· t"x ~\'oidnnce:. nolt n­
lit!lities oJ n~.:uuon trust. ,. rc ndl kno--n , Tht ust• 

?~d t~~!lo:~~:t~a~5 b:~..~r :t:;~~~. ~e:.~;.cin~~~r~i~,_ o;;~~~ rs 

24 5 

ot' t~x . 'i'o rNvt n l such t ,.:r r.void-nc ... r:~ su~rtsl th11t 

'in t~dZr 5~~u£d ~:x r .. ~~~~~~ t( 1 )'t~nZh~i Eh{1~f1 ~h, Q!~~c:rrds 
1'11oyt<. to his ~ortion of th .r-:-.lo;.-~..r ' s contribution 

~~~l~~n t~ib~li~~~ ~~o~i~ ~: rnrr;. 'V~:t~~ ~) \2) t~h~i ~!'US t 
s~ould cover ilho..r lrJ 70 r>•rctnt ;:, r r.lOI'• of rll t.!:l-

f~~yi~·:~ ~h~~u? 1 ~fn i~:!o~;~ ~~ ;:,~·h~:>~, "~c~~~in~·.,t}~{ ... ~t rr:; . 

• 'fh· su.;,;;lsttd t.~sis for th• t(x•. tior. ol thuc 
c.:.=o"nl<S is rs follors : 'Litlj' 'IOuld l:tc t~xc:d 
on t h•• su::t of tht I r n\ t. lm· st~lnl inc01:1< rnC 
ntl ~r•"iiu::~s reed\• C, hss e. ~l~uction foro thr 

~f~iJ~~d~fn;~d ~~s~~~ie~~~~~~!t~~~ ~~~!~!~~~ 
to rolicyhOlC rs' clr~ ... ~t.l rc.s~rv~:; nrid out 
of nrolni.u.':l lncon•., 'nd n d.lGuction for r.ny n1 t 
lo:;s of th' !)rotor Y' • '' · 'iht t10T'tion of losses . 
<Xntns•s , divicio..nrls 11nd f'< ... itions to ro..~hrv·s 
nrid out of pro~iu':l inco~ .• 7/oul~ l o.. <.ll<!'dn.d 
t:y do..Ourlin;:; fror.l such 'r.ounts th· net invest­
t:'t>nt incooe re:-:cinint: "ftt'r Pllo•"rnce for lhf' 
tr.x to be "l"id on such ineo:::e. 
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and casud , pt'I.I't-ti~e anJ susoncl corloj't!ts , or• (l.l 
such tormloyees u qualify under a classification set 
up by the er.mloyer anC t'ound by the Comr.li sslonur• not 
tole bast!d upon any fo. vol"itiar.~ for e~:~ployees l"ho are 

hf~~~;r ~ ~rn;~~ ~~~~~d =~~io;~~:~v ~ 3 J"¥h:~:~;;~~:~ 5 ~for 
cont.l'ibutions ond lit!nefits under thP tru!lt should not 
discri::tinete in favor of officers , ahnreholders 
sugervislng er:~ployct>s or hiFhly compens.e.ted eorioy t'('S ; 

:n l8~4 ~x;~~~h~r~:~~~~~e~~~e l!i' u~f s!~' e~~~~~e a i;t':~~h 
such en~loyf'c should Include in income currently hia 

f~~s~· !~a s~rr~h~f e!~~~~~~l~r~r;.: ~~~!~~but.ion to the 

G. Hardshins and Inequities . 

The ~ecrehry has nointed out th&t war time r.ntes 
m11ke it ;.,~erativo to elimi:'Jn te as fe.r as nouible 

. cxistin[i inequities which diato!'t ';;he t nx bu:-den of 

~~~~~~~s t~~f~tj;r~~ S;e~~t~;.~ ;~~~:~~·e~ 1=~u~!·lih!s i~-
ft·rJ addi tiona! hC!'(.Shi"'ll , 

(td Invcstml"nt l::xncns~s . Um.e!' existinc hw 
taxoeyr:rs a:-~ Allo1'1td to at:dl.;ct cx•lt·nst·S incm•rcd in 
connecti:Jn r:ith a trnrt. or tu:dnt&~ . N:m- trcde or 
non-busine3s inco:'l• , howt:VtJ·, is al.:;o sut·ject to tax . 
It Y.oula thcrlfot•t· bt: t' 'IUit,.tlt: to "!'OviCe fo1• tht" 
rl(duction of t.xrl~..nsE-s incurr· d in the :·roCuclion of 
such non-li'fldf' ~r n?n-t:usin~..u inconc . If tht· (.o~-
~:~i t tt:c flnorovt.s this SU(ft;; t ion, tho. chanol:E shoulc! be 
:nad~ Applicable to all !ll'iO!' j"t8!'S 1 SUl.jt:Cl , Of COU!'St , 
to lht statute of li:nihtions and like l'tstl'iclions . 

(l) f.nol'tiZIIlion ~ption . 'lht live yu1r amot•ti-

~~~t~rn~at~~n s~!~ro~tl~~c ~5 t~ll~~i~~e~? r~:~~~~ l~~ty 
to col'pO!'alions . 1'lith incr•ensin:- l.Xpnr.sion of our 
war production , ::taey indiv.idljals nnd oarlntrships 
-enufr.cturi:nt; r:ar mahrhls will find it ncct~s:>ary t"' 

246 
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~~!·!~o~~~ z;~~!~l ~~:~~n ~! !: t!~d~df~~e i~df~id~:~, that 
and partner ships. 

(c ) Recoveries of Bad lJebts and Tu es . If 11 
taxpayer who has t aken a bad debt deducl1on lat er rc-

~~~r~~e£8{~e~r a0fn~~~ ~!~~· th~~~hr~m~~i.T~!~ ~~ tax 
beMfit f r om t he deduction in t he prior year . While 
lhi:J result is t heor etically proper under our annual 
system of taxation, it may nr•oC.uce sever e hardships 
in certain cases thl"'uth a aistortion of the taxpa,yer ' s 
real incoct" . At the same lice , A!J¥ depart ure f rom our 
annual systetn of tan.tion always produces lldmin ls\.ralive 
dirticulli es .,hich serve to lQ[!ede t he coll ection of 
tuc:; , It is believed that the hardships can be re­
:noved and the admi nhtrative di f fi culties kept to a 
r.~inimum by excludine from income a~ounts received in 
naymcnt. of the debt t o the extent that the deduct i on 
on account of the debt in the prior year di d not produce 
o. t ax bcnefi t . The trouhleaor.te IJUestion whether a 
benefit resulted should be Jeter::tined pur suant to 
rc~lat ions preser ibed by the Com:nissioncr with the 

~hf~o~~!a~~e~~e h;e~~~!~Zd t~ t r!fu~~=o o:u~~~; t~r!~at 
viously deducted . 

(d) Con :::olidated Returns . At the present tim., 
eorporotions subJed Eo the excess profits tax are 
rermitte1 to file consolHah:.i returns for the purposes 
of that tax if they tc.eet certain standards of con~ 
solhalion, and. if they cons~nt to regulations pre~ 
SC'ribin& the mo:-tholi of compullin~,t the tax on a con­
:olidat•C basis . Except for rn1lroads and certAin 

~~~~~~~~i~~: ~~t f~~~!f~t!Xa~~ · rlt:s~o~~~iid:t!dn~~turns 
for the purposes of the corpor8tion i ncome tax . This 
'iiverr;ence in treatment t:111kcs for consi derabl e cor:l-

~~:: t ~~ ~~i;~\~~~!~;a ~!~~a:;r~h!nt~h!a~~~;.,~ ~em-
Internal :levenue alike . Moreover, an accurate measure 
of the ino:o:ne of a croup of affiliateC corporations 

24 7 
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ct~n on l:• be obt ained throurh t~e u1ul of consolidatd 
r eturns . Under the rfllU of lax now su&1;'!'sled for• 
thr cor,.,o:•ntion inconc lo.x, the lnaccuraclfs llull 
CCC1 o!' th,.ou""h separate returns IMY '10rk 11 aver·c 
!.l!lr...:s!,i,, h is thrrefor(. sur;~catcd that ,,ffllin l l'd 
cor~orR t ions l.e c;ivcn tho privt1ecc of filir.r con· 
sol\cn t.ed rctu1·ns for• the purposl'!a oi' thr corporn llon 
I ncor.u tax as well u the excestl nrofi ts tor . l.ny 

t ro~u" o!' coroorationu clcctln;: such v:·hilcrc should 
r requirrC. to do SJ for hoth tnxes , Thr Co ... "''itlce 

r:>'l;: dsh to con:>ider the rlcsir~llli!.y of hevin.-. 11 
di!'!' .. rc"'tiP..l :r. tax fer cor.,orat:o~s cl~cti:-t~ to file 
cc!'lsoli. 'llt><! r~ t1..rns . 

(e) .,"\CO"lC J.cc:·ued ot 1'1\t~ of liccedrut' s 1W'!.th , 
Lncier rr,.,!!ul proVl:aons Inco:"'t' rccrueJ to lhe OP.te 
of" CtceJPnl' ;, Cc'l.th !""Ust le tnc:lur.crl in the r•ctu .. n 
Cor his lssl inco:::~ t.u ncr•i.,d . 'the "luuchin,~ un" ,J 

! ~~~~~~r;n~!rJ·~hi ~~c~~ fh:·cin~~;~ ~fo~~~1~~.~~~in~0~~Y 
i:'l ('fl't·ct. l:c rr:dncit~lly r•n.is((l. to f! .,uch hlci1t:- :mrt nx 
h•nchl , 1.he ~1..pr ·rt. CuuJ•t :J'l:l int..i.cr.Vr.. t.h·1L una•r• 
this pr:>V:s i on a lur:ycr ' s shart. of tb t'tcs .:·rom Cl\::ts 
otnr.int; r..t his Ceath is inclur.illt in lhf' incc::-~r l'IX 
ioeturn for the year in t'Jh~ch his th .. hlh :JCCU!'S fV• 11 
th•:IU,·h such fees ~:,· r.ot b< collcctitlt.. ur.til yt·('!'S 
ls:lc.r . ·.I.e S'\MC result ~y f,:,llo'"" with rt.!p•·cL to 
thf.' co.=.':llssions of ir.su:•Rnct.. l'l:t·z.ts, t.xt-cut:.rs ~.11!1 
tr•Jst•:tS , and thr f<'lS o:' Coetors 'l!ld otltcr• nrJfto:ssioMl 

~~~~ ~ Pni
0 ~~~~!~ !~1~r~:~1;;~i ;~c~l i~~o~~:t~ s;Jt':li;;~ L~ht 

in fc vor of 3 "1C. thoC that hx"S Lhc inco:lc to thu 

~~~idn~. ~!~-~d~ct~;~fit r~~'"t~~ :;iat~h~:· t.~h~h•i:rh~?~ or 
h...,.atc~; I•S thl ens·. :"'n'.t L1... Lt is dso .::.u, ~:..Jtt:d th~t 
th{3 ch•:n·.: b~: 1"".!1<!:•. i t'tr•o'\ctivt lo r.ll op•n ~,nrs unctr 
prorot:.r S"".f•t:..rnrr.s iMurinr Myoo:t.nL of th• V.x l·y lhl 
r• c\pi .nts of lncocu· in ~uch ru1rs . 
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'/ , Additlo'l.d Hxr.rmlcs of ST~Leie.l Prtvihrl'a 

r\ . I ncome Trut t s 

{n) Tr x ~:.x cr.mt CorporA tion:~ J::ns;ar;cd in Bu11in('SS , 

0ur r .. venue lnws hnvt:. ht:cn ,s:\:nerot:s in uenoting ccr•­
tt~in cor~oro.tiona fro~:~ the 1ncone tnx . Thus ch1'1'1lrllt> 

~~r:~~cin~~~~1 t~~~po~~;o~;t~~ ~~;,~~; it~~~ ~o h~e~ v~~~-
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hrvc SO f~r d<-r " r h d f r on th.._ purtiOSt' of lh1· lXtt"!fllion 
t!S to t.ng:a;: ... in tr,,tlu r.nd busJncSs CO!':!'ld\ 1)- unrt'l rt.Ld 
to thdr exc!"lpt rct.i vllics , rnd )'t l. the inco::~t ol' such 
business ectivil l .. s r .. 131'ins .. :u.cpt fro!:! l "! X. If a eolltcc 
orl r !'te>S e hold , lht: Cl'l rninga OJ l h<. hot...l tort: \ X\t:lpl. : 
if llR or~hrns ' hor~e optn•rt.Aa ,. wnt~r WJrk s rnM · n thdroic 

~~=c ~x~~nt~r~ f c~:c~~~ it!~~~' ~~~~~f~e~fo;n~~:r~~~! i ~ 1b~ th­

.!~r, ~~~~~~s t~f ~~~~l~~~rbL t~:x b~: ~~~~~~t e~~· ~f~i1dr•~~n this 

~~~d t~~~ ~~~~~~~f ~ ;~r :·~~~ :n :t; ~~~~:~:· r:~thl o~~~ ~I\ ~~!1-
nPssts n:ll sulj~cl to ~n lnco''HI t.r:x . 

ft. is L·li~VtC thrt ~h· ~r•~rtions l'Ceord·d to such 
orcnnio:,.tions nh::liJlc! not t,, so ·!l.:;t;.~~tld . I t is thtrf' ­
forl s~.,;r- ..... st~U tl,~t such co:onor~tions h· t"x•·d on tht 
inl'?r. .. a•r!vt.d !"ron. tr:-d~ or LuRi:l•SS not nl'CdlS,.rily 
incidont to tlu::• tl!c""' ... t ctivit! s . ahu3 , it :s n:>t 
int•nald to tr.x rn in:d.itut• fJ'!" th l"•lf~l' · )f th, 

~~~~~ ~~d!~"tr,r~~~· ~~,n:~~t~~- h1~i~~tf~~~~1l~ ~~~tr~{h 
to rll?1'1 .. n~t 'x•·->'~tion of !t. ,{))O r q:r r•dl \Oas of th• 
nrturc of tnl· lusin.ss ncti vity . 

~~~: ~ r~~~~'1!e~~~;: ~ i~~~., t~· rj~~:~:ni0~a 0 ~~~ !'~~~t."t i~ t~e 
of such '!S.!ll •t th• drtc of dt:.t!'l. . l.rprlci"tion in 
vPlul in th• h"n::s Jf a a•ctdtnt thus l<eo""''' !'ro:nn in 
tht trsis eceJ"..:t.C to lht hdr or h.:rtt.e . 
;.. ler.;t o<~rt of t:.~ c•'!it'!l g~t.ins inh.t:rtnt .in the ln-
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(c) Annuity Trusts . P. bent>ficiary of t1. tru :~ L h 
lRubh on the po ••flon of the tru st incom~ cur,· .... ntly 
olslributnblc t o him. If, hOI'fdVC!', t he. bt:n~fic1n ry ' s 

:~~~~~~ \~t.~d~ulc~t~;;~: ~~~n t;!;:t ~~~ ~~?~~~ ~~~ .... -
!icirry, is texnblc . '1hi:s is so CYton if the amounts 
r .... cd V~;:C. by the t ent: rid cry are pai d out of the income 
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:~c t~~~~~~t th~d rtler~o~~ti~1b!~!!~n tthc t;~:;l;0~~~~t 
to be p'lid to th~.: bt::l .. tic i ~ory t nd. th~.: t rust incomtr L'\i'!kos 
it inconc~ivcblc thnt tho cor pus wi ll ever havtt to b..: 

r~:o~!~~d!~~c I~1~r~~~u~;~~~o~;:~ ~~n~/:i~to:~t~~ ~~d 
inconveni~..ncc lht.y ern sldft the l ex f rom bf:nt.:ficirry 
to t rust so r.s to rvold the hi.~,the r surt"x brr·ckute . 
It .is :m~~'-estcd tht.L this spcCH'l privile~;~: bu ~.~li~t~int ted 
by li' Xin[; to the benc.!icipry l~.t c..":\\unts pr id to him 
to tht< extent thrt tilLY ,; r, ~'lili ou t of the trust 
incorn: . 

(ci) Amorliz~lion of Fond Premium. jlo}d;Jrs of P 
l"X exempt sccurliy rurch~st..d r.t r or<.c.iuc rpc todny in 
the unioue oosilion of b<~ing rclievt..d of lrx on the 
intt.resl ocld on the sucurity 'nd of r..:ecivinz e. 
oeduetible loss U'(IOn rcdLcotltion or otht.r cisposition 
of the seeuri ty to the extent of the prLmium. As 
tht.t premium t t which r bond is obtei ned represents 
to the holder merely r.n dfecth•c yi~;ld. lower thrn 
t he retuc.l lnt ... r t.st rete , the holder i s cntitlt:d m<:rely 
to t c.x exemption sohly with l't.Spt:ct to such effective 
yield . The uiff~;!'(IIICt. bf·lwco.Jn the yiela rnC. the ~cturl 
lnlt.rt.sl rtlt: is slorly 1 r...:turn of croittl end should 
bt: tr.:fleci r:; such rc.th . r t.h:n rs r ccpitel loss . On 
lht: oth~r hc.nd , the holCc.r of r trxeblc security pur-
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ehued at a ?reoiw:~ is in the unfortunate posi tlon of 

~:~~fvt~:e~ ~~~~ t!~e l~~!e~;~~ ~!a~~~i~~t!~o:~d a:~ucti· 
bi li t y is subject t o t he restricti ons ph.ced u~on 

i~\!;~~t 1~!~:s ~er~!~~! i~! {;~;d i~:~~!r t~h~he t t:x~~~~! 
only that i ncome should be subject to tax and the capi t al 
lolls should diGappear. 

Pr oper tax treatoent in both situa t ions mr.y be 
obtained through a.mortization of the prcrn\uo. It h 

!h~H;t~~x t~~!o~~c~e::~i~!:;i~~d b~o~~;~~~~{l;0~u 
exe!:!y_">l securities held by a corporation. For all other 
securities, the aoort\zatlon should be o.t the tc.xpayer's 
election. 

(e) iion· busineea Sac! Debts. At .,resen t tnx·ut.yers 
are rrr.li tteo. Eo reduce tnerrtixable lncoue b{ ae-
~~c~h~n~e~~~t~~ ~:~!~ n~v~~n~~~~~n t!;~ t~0~~~ ~u~~~~s~ise 
act ivity of the taxpayer . ~(oreover , such a bnd debt 
deduction (other than lo:~ses on cor oorate :;ecuri t iu) i s 
not subject to the re strlctior.s on Ca?itnl losf:.es . To 
int ure a fairer reflec tion of taxable :nco:r.e it is 

d~~~eb!e~e~~ii~l!1 i~h~uit ~5!n~~a~f t~.en~~i~~~~n~:s bad 
treated as e capital loss . 

A sto~nolre~c~s 1Ao;:rr~at~!~tie n~;. m~r~:~~l~~s v~lu: · 
cor::~oration distributed to htm e.s a dividend. If, 
howCver, the di£tribution is traceable to earnlncG 
of the corporation aceW'!Iuh.ted pri or t o !~arch 1, l'Jl3 
or to an increase in the vtt.lue of pro">erty ·,.·hich 
occurred prior to that dt1te but wr.s r Ct.lized by n 
snle therenfter , the1 distribution is not taxa\..le to 

!~~o~J?~~h~~~hr~ ?~~!He~~ ~~ :a}!~; ~~~~~~l~~-~~~h~ldors . 
[lor is there any Constituti~nal require::tent for this 
execption, for the Sur_>rece Com t lone ar.o ruled that 
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chased at a :>rem.\ua l. a in the unfortunate po~ition of 

~:~~fvt~~·: ~i;'tt!t• 1~~;·~;~~ ~!d~~~i~~t!ho!~d d~Letl. -
bility is subject to the restrictions placed u~on 

~~\;;:~ t 1~:~!5~eri!~~! ~~= ~~~!d i~~~~r t~h~~e t t:x~~~~~ 
only that income should be subject t o tax and the capital 
lou s hould dhappeBr. 

Proper tu treatment in both sit uations mny be 
obta ined through amortization of the prcoiun. It i s 

!~~H: t~~x t~~!m.~~c~.~:ti~!!;1~~d bfo~~~~~~~i1;0~ax 
exempt securities held by a corporation. For all other 
securities , the a1:10rt1zatlon should be nt the ttxpayer ' s 
election. 

(e) !lon- buslne:~s SaC. Oebh . At "r esent tax.,syers 
are fermi t ted l o reduce tliiiF'ti\xable hcooe b{ de-
t~c~h~0de~~~t~~~ ~:~!5 n~v~gn~~~~~~n t!;it~0~~; ~u:t~s~lse 
activity of the taxpayer. Moreover, such e. bod debt 
deduction (other than lo~tlCS on cor oorate 5ecul'1tiea) is 
not subject t o t he restl'l.ctlons on Capiinl losi!C5 . To 
in~ure a fairer reflection of tuable 1 nco~e 1 t is 

J~He~!e~e~~~fi~~!'/ l~hfufi~5!n~~atf tfe n~~i~~~~n~!s bad 
treated as a capital lou. 

(f) Msrch l , 1913 Etn•r..inr.s aml. Increase in Value . 
A stockholder 1s norcally taxalle or.. the ennlnts ol a 
corporation distributed to him e.s a dividend. If, 
ho.,..e vcr, the di5tribution i.s traceable to carn.lncs 
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of tte corporation accur.~uh.tcd prior to !:arch 1, 1013 
or t o e.n increase in the vnlue of pro:>er~y \'·h1ch 
occurred prior to thet date but WfiG rce.l1:::ed b)' a 
sl\le t hercnfter , the dis tribution is not tnxntlc to 

!~~o~~~~~h~~~h'·~ ?;~!He~~ ~~ ~n}~~ r~;~~~l~~~~~h~ldcrs . 
!lor is there any Constitutional require~nt for this 
exception, f or the Sup1·ece CoUJ t lone· aco ruled t.h.n.t • 
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r dotribulil)r. or thia n, tur ... coulo b ... tr Xf'<.! it Conrr •Jss 
eil?:sc t e Co oo . ~Ori:'OV~o. r, the p .. rnctu·~!. ic n of thh 

• ~?~~~ i~~ ~~0~0~h~M~~!l sf~~3 e~~~i~ t~t tho~g~~~~~tc 
(;. :~~:0::-,ations . It fa thtrcforc urhj lhr"t lht~ ~ ~· 

':l')llcn be dimin '!. t cd . 

t: x h~ ~) ~-~o;~~!r~r 1~Kl~~~!m~~t ihc s~~~~o!~t~ s "~:t~~;~ tc 
rr('O•.rl):' ~ic}\ 'OrUC:3 unC:-,r' p;t.RCZ"'} pO~'fo.l' t: X! l"CiSt.d 
by the t;•~ c .. denl. Exrerience w1 th thi~ :'l:>Ovislon has 
uiscloseC: ~ nul:lb I' or 5· d e-us <.dcct~ . Tht.: 1: Rr'.JI'r.(' 

of l~l str lute J'!'OViaea t gcn~J'O:JS lcophole fM the 
.. voia•nct of l r x if the CLc .. C.t nl :;ioply rtfr· in:s fro:t 

~i~~~ ~i~ ~!~cr~;~~ ' bJ ~~~ ~~D;~:e pc:~~l j S R~~~h~ it~I'J , 
fo:tC I' cr·urts ht r lhc imposllior. of ."n est· le b x 1he1't' 

~~~s~~~~~~~~.;~uiS~!~!c~h~y p;~;c~~;c~~n~r.~ r:b!~~cr of 
rxercisc . Finn.lly , the r xl:! t i nr "'f'OVi s.lon rcnehc3 only 
~cn~rel po:'!ers, l hrrcby rl"lln llnr. i:r~"lunity to powers of 
d.iarrsi tirn vhich ure i n effect ns brotH! n:: rene rnl 

~~~~~s ~!!~o~~h r;~~~~~;~~~ ;.~ ~~~~l~~c~oi() r:~~!!fl~o~~ such 

!n or.:•.:- to O'f t.rco:'lc the for.C"o:n<-: dt !'eels tho 
!'oll• .~inr: c-~ ~rs 'Ire p.:-oros.ce : (l} ?he ::tnte lox 

~:~~t:" ~:~~~~;_:/~!, ~cl;~dt~r s~~tc!t~~r R tK~~··;o~~,.:n"oint -
x:-r,ss:r exc.u~c~ by st.t~lult ; (2) Tht: J•CI''Z'Lr::; uclu..:eci 

i'f'f'l:l the l'cl!cl. of the e::;h.te. tax shcula b,.. lir:U tc.! to 
(11) r· ·: r::; to r:r~n..,int. ll!".on:; the dccE:C..:nt • :: SjlOUse, 
h~r . sc••r.l.<nnt::; , toll.; Br(·uscs of such c.~.;sctnc.•nts , (b) 

;~~~l~=~ie !'~~~;~~--;~e ( ~)) Th~,,.~~=c~~o;~~~~;~{c f~~ 
Rllthc ri;; d to oblRin r• imburcc::t. nl f r eT:\ the flt!:ointivll 
prorcrly t'o:' lhnt portion of the l••:. -vi,ich is nttr!but­
>tOh. to ~ucil prop< rty: (•1) i'hl.: ri f t tax s~111t:.ac should 
incluj~; tl,~.; ~.>XLf'Cisc Ol' su r•f'cndt.r of ell ro.,~.. rs subject 
to th( t.~lt!lo t ax . 



2~3 
20 

of th~b!t;t~ic 1~fi~~iacb~ ~~d;~r~o i~~~~:n~: f~~i£i!on 
the criter ia of taxnbility wlth respect to tfte insurance . 

~; !:r~u~et~:d e!~~~c:~~~~r:~~!trifeh~' h:~o~i~h~~ ~:idd 
tho tu•,•rniums on the policy or possessed at dco.th 
inctdont~ of o-mcrsh1p in tho policy . 

pr~su~~{i~~"tfi~ll:t ~~It 0 fa 0l~t~~nt!~;l:~ t~~i~~ d~~~~ti~10 
made wl thin two years of Ccfllh hos bCcn productive of 
litiretion but Mt of r cnnuc . It is th~.nforc oroposud 
that the prevision bo nmcndod to provide lht.l all 
transfC;rs C~aac. by n O.nr.or ov~ r the 11ge of 65 , to the 
(..JC tcnt thel such tra. .. sft;ra to e.ny one bcnf.ficittry 
exceed, in the agr.rer.ate , n specified sum, shall be 
subject to the utnt e lnx . 

(c.) Limitrtion Upon l,c<.uctions for Contr ibutioM 
~· -~?un a o~oquo.c t.nca or I'f'.nSlt i'rco J.or 

d~c 'stnt e c~~b~~~~1 ~o P~~~~scTn~r: t~t~t~t~~~~ei~s c~~puting 
limitt.tion upon t he roount of t he d<;duction for such 
eifts to ch,.ril~· rnd thenby n.ffords t o '1ttrlth,y lndl-

~~~~~1~h:.n t~~~ori~~i ;~o~i~t~~1:J s!0 c~:.~1~: ~!~c~!~~!1 t~Y 
ncrpctu~~.t .. • throur.h c:,r ri Lr:blc tru:~ts l·nd corpor~Lion:~, 

;~~~l~ ~~~~roih~v~~1i~; 1~n~~~}~~~1 ~~~u~cK~~t~~n t~!r 
(! f~~~~~s~~d r~~!t 0~~~ ~~~!l~~~~~r~c s~~~ ~:~ul~s e 'l~:c~~f led 
pcrc<.ntq:e of the deeudcnt ' :; cstPtc . 

8 . t.dciitionel Ex~cplt.s of l!rrdshins end Inequities . 

11 . lnc!lmc Tt•xcs 

1•rc n~~) s~;~~?'lc ¥~~(jr~1 i~t! sh~~~~n~f ~1 ~~~c~~Y:~f~~ 
Even wh~ru trrcvClcrblc trusts hrvt been cstrbli&hcd, 
t>nci the husbrnd hts no furth&r interest \n the trust 
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rrepU"ly , the inco•u of the aJ.iiQCTJ¥ ll'USl i s rtCVCrthelus 
t.rxr-blc tc Li11 b•.c•use it is UIS'"d l c "~"''/ ·n rlim.n:; 
tDlir.~ ti· u . IUs inc t: x r r.tus hr.vc in so;.:.._ c·::. a • baorbed 
t he enti r b i ncc•ce of tho hush· nd reouir.:d to "lry the 
trx rn hln incom~ r. nd t h"t of hi s d i.\•orc;:.c;. l'i!'o . At 
lhu :: .. n.c ti::~e , c!ivorced \dvca rtcciving t· x fr~:~ 
r li:nc:ny 'O(.;:ISCSS r. privlluged strtus un~ .... r c·u r• t· x lr '-'Ill 
whicl. rtliu\'CS them of t ny shP. r o of lht1 Lr. x burdtn . 

The :~ ~ir• snlutlrn i s li.~l r<;CO:!'.·:u.nd~:ou by lh~,; S"rv•te 
l .. ~t yvt·, nrmely t n t r x .. lirnon,y rryr:£>nl: t c th<.: dive>rct.d 
1'ift . "· sus:mu!!l thr t lh\r. sc.lul1r-n be rd~,pt,~,~,, , 

(b) !'t..r:;r•n"l l!'ldir::- Cor.,.:r.it!~ - 'hilt , ~lnerr· lly 
:;:'!~rUr.-· , L t: :lt'<Cl' I li11;g t~x \ l· .c'.;. ;n" r< rs~:-:rl 
h( lti:n-: c• ::t~"rtl is nrt r.rn' icr.b c if it uislributt.:: nll 
ita ir.c: -:'-, i:l an~.: t1 soa U:ia t"x 4'i 1l b•" rn ... Uc .. blc 
• v::·n ~hr ·wh ::'lth • c C\~l- lo. Qlstri!>utit'!l ~ ir.c r.~ \:; 
r..• ~'" . "!"l:i !'I r c:ml h frCrn t ht. f• ct th· t th. rLt intCtl• 
urot·n "ft.: ch the ccn;>rey is t1 xrhlf' ~r...: th .. ·.··rnin-:a 1 nd 
··r~ fi l!: up: rt _ '"l'hich ita cr· flit ft :· ai=-ll'ihulit n turns nry 
b1. c,-,,rut..-c:. ..~ta .. r. nt!y. fn tx~:-•pl,. , ' cr-oil: 1 lru 
rt.;uc-.s .:r rr. inr;t~ rnd prd'ils but <iot.a nrt r vucc nt:l 

~~~t·?;~r:i!r ~ t~is~:.r~~~~.s n' n~ r;~~ r~~~ i~·~.: i ;~~-~~:· ~.~'; n p~~~~uce 
• cr·~~.l.it enutl nly Lt· th e"rnini"S •1:r.. "r~!"tls , lt.~v ing 
tho c. ::1"'•!\V still subj~.ct t• t,.x r n t~ •. ~··lt:;ct. . As 
Uu:rt; : s r: jusLifi<'·Licn fe- r this r ~·Jll , c·•Jst:tl t.n­
ti:•cly by t~.cbnic•l a.dccts in lh.: rr•.s• J;t. t.•x , it h 
IIU5f;C.St.:c t~~ t r· lit.~ be rccr t~·~o.. l; ::uch C• .Nni:-s . 
The rc.!id' , :<~hich sl.cul. b'. O'Clt' :-dr retiVI. l lJ:)?, 
T ula D.·kc lh t"'r inrr"~lic•ble ii' Lht. ~~.r· r..J, luas 

~~~~ .... ~~e i{~;u~~n;~nih\.~r t~~~·l~~ :\. ~n~~t~i~! ~~~;~~~u-
~ivicie.w~~ c:"ct.it ·sit • d:;tributi.::n :,•c \~o·<-~t ::~•ClJ , 
t tho.. .. xt .. nt l f th ~· ~i::JCrlp~ncy bt.t':"!..,,r. incrr.at sn<l 
o· rnin-::; 'nd pl'r f i. ts . 

ll.n· th.1· ~t'luity un <- I' tht !lr•-~t.:l l <r•J"li' n (•f 
t}.il' l• X : S i S CIV I"'" i" iniustri 1 1 '!\ • n .. i!lVt.Sl~ 

nt c·=-·"'':1.\.r • Such c r.\~"ni ·::; , C J•r-cni7."..;. 1:;, r~rul l e-i 
~~.,r ~tct 1 'IS, rr~ T",r--t int' e or-",ic~ .. : .. s• I'UI'T"CSCS 



~~~c~~~l~~ tth~ s (lf~x ~ctl~r a~;~~l~~C~ ~~i~dd~~. to 1 ~~t n scd 
tH.!'SI n,.l fin• nee c~l:l")."lliea h1 vo bol.!n spociflc, lly 
C. xcr:tnl (ld f r1 r.1 t he l r x 1~nd the:.!!.: ccrnoonits fr ll i n t he 
Sfrtc';;unt•r'.l ert.cy.c. ry . It i a , thcl'o..f t re , IIUC&I.!&l e;d t !.1 l 
inC.uslri· 1 lrrn 'nO. i nvestwnl crmprnhs be rcliuvcd 
fr '!I lht! t~x under rpprcpr lrt& srrcgu., rds . 

(c) Sl! l u te <f Jir:dt· tl. ns en llr>ci. Do.bl:s nd 
.~trlhl~.!n Sltck Los:H.;:; , oht. a Uilc•Hhcs surrnmdinr; 
tnt.: c:o..cuc ll • 11 f c. r 6~>o o .. bta · nJ uc rthlc.u sltck l oasea 
hr vu lent b .. "'n ft mil i· I' a• urccs t' f i !•I-i l• t. ic.n to tr x-

L~Y~~~._;i~i~11!a::tL?i~!~~~~i~ ~~~k~ ~ .}~n1: ~i.:·r~r~~ ~~~~k 
~~~~~~a t~t: r~~l~~~ . yc~; ~~fl ~~:ttt.~i~~; l~~~ Lf xri~i[~ ~15~s 
k:s r"ln ,1lt~ !'• src..cl lt tl.r t r· r . Uuci . .;.iti,-:--t.i· n 
is ( cc: si nuJ by t,;,.~ · :-tii'iei·l Ur rrh.r t~us thrt ;m up 
by the at·tut•l r li~.iltlitns , re r . l! xp,.y~r ';'fh ch,·se 

b~~ t~~~~d n:L ;· '"?~ ~~! ~~ ~~~~~~fly~;; 1~~~~ ~, ~~1~· r~ l1.r 
cl.fl'!nC. his chr lc .. :> l :l\! tbe utoauct.~ n ~:llirdy . l l 
i:> bt.liov .. a t~·l t1.~s us·.h:ss Ht.lr,· ti n · nC. .:t :lY f 
lht' uifficulti.:s i:l thi: fifll<l ern b .. rv iC.~.d by , 

:;,:i'~i.( ~~r ;~~=i[j ~~~ui~~; .. ~;.~ i~· · ~~f. ~. :~ r~~lb~~n~:bts 
;_i~~~in.fls~~~~i:t~~ ... ~~- ~~;~r~t~~~t~·l r ll~!t~!ti ~~~ · 
.1i __ th "' S7ltcl lt r"!'unc. cl~i ... s rd•t.inr tr- • C.educticn 
n Fcc, u:~t [ r th .. se ilt.-.s . Int.' r· ... s t sl". uld n< t b<.: 

nllf:.'I•:C f ·r t./,c inh.rv'"J b. l Tl..tln lhe Ei Xpir· l i r r. \ f the 
n r;.~rl sl-tut.t r 1L:ti l •·ti. ns rnu six ":,(ntha ·flt.:r Lt,e 
cl~"ir:< ~· s fil.:a . 

(!,;) 'lutu·l ln'.'c:>tM"nt C ,n.,ni• a. The Rc:nnue 
J..ct f 1J3G n!'t'Vlc. .. a l11· ( .-.u(u•l tnv .. st..~•.nl c ,,rnnit:s 
c. ... elinrt Cll' l"in st•nU.· rca '('N.:o.crib..:C in t~rl ~~.ct. ·1 ... re 
t be t.· X<.;d. nly .n the inc· r.lc l'l'hich U,q i!i..i n. l 

~~g~~!~~l~ lt• ~::~ i ~r ~,;· ~~~;~11~r~--· :1 ~;~~~. \~~~ 1 ~~· ~h~n 
Inlt:rnrl HeV(;I\\lU C• de . Since tho.: prssrbe 'r thu 
Rcv .. nu,, Art f 1936 , l ho Securities rn<i Exdu n~e l:rT:l-
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f~!:!~~l:~~s s~;~~' i~~~n: t~c "~~k<!~o;o r!~~l ~~~s~~o~h~f 
lnH&lli't nl Cor.t!)Any l.cl o f 1040 . This Act providc.a for 
t ht clas siJ'icat i on 11nC r egula t ion of invt.slr.~ent companies 

~~c!~~ ~~~~~rt! 1f~x 8~~ t E~fhlDfQ ~~~~~~~i~~~ r1!~ ~~~tn 
;~J)i~~ 1fr~~,·~~~ll~~~~:a t~~~~~~~ a t~~o~~~i~~l;;hth~s~·xin-
vr-stn~.-nt companies which r:~t. l t !u.: srccittl s t nmlards act 
f or th in lht> Intcrn~~l ht v .. nue CoJt , but d :;o t hose 
cor.tnn.nies whi ch r:er' rtri slt.rc.d o.s Uivt.rsifitd coi::paniea 
under the I nvcstncnt COrtfli'I.R)" l.c t. 

It is beli.tvcrl that. the diffc r .. nt clnssificr.lions 
i n tht' incooP to.x end tht. ~o;XCt..SS r>rof i ts lnx should bt. 
harooni zcd 1'Ji th the Invcstrn~nt Coi:many J.ct na for ns 

i~t.~~~~~~l~~tit~t t~: t~~~~;ot~x 5~~ .. ~~~d t;~~; tf~~ f~~~iol 
the t XCt;SS profits lex be nllont'd to thosl. i:m t.unl in­
v tstJ:~t nl cor.~po.nlls l'l'hich : (1) ·~udlfy undLr the 
lm•tt:lr:~Lnt Cor.T'~ I.c t a.s d ivt:rsif i rd cor.~pr.n it:s : (2) 

~i~ld~ nd; , 1i~~cr~st n~~r ~!i~; i!~~;r tb~o!:l~n~~r.l~t~~~~ 
dispo!lition of stock or s~curiths : (~) Do not dt<roivt· 
~·O ntreent. or ::!OI't' o1' thdr• rro:::s incotl• fro~:~ tht s~h 
or Otht'r disposition o!' stock or S(CUrilits held ror 
less thnn ~ r:wnths : o.nd (.;) .ks r.t.ntcls th• incon~..­
te.x , but not t3t· exct>SS r.rolit!l tr.x , r.istritut. t.o 
she.rthold<rS '\S tnr\..1, ~ivid~.""lt~s ~ot less th~n :J0 

f~~:~~;~~fc!~1~~lnc;l~~~o,., tr.elusiv~. ol' ;;h~rt-and 

(;,) !nt( roin !\ norts Lm.c:· Lest- In t'irat-Oul 

[~v~~~ott bi!~t~ in fi1~sl~~~t 31~~~ nr~~;.l ~~t~~d n n tflx nflyt r' 

prrstnt r equire t.hnl for th<. ;:t.. r r of chtmft 1 013 V't.ll as 

~~t~('~~ ti;~d r~f r ;~~.· n~~r" ~~~ .. ~~~ ~s~~~{!i~0~ro~:.i t.8 ~;. 
lou for th<. purpos •. of ':-t por•l:s to sh!'rt·ht11cit. r s or 
creditors . 'i'hi:; r>quirot,tnl nflpli~.:s c.lLct.. to ·:nnual 
rt'por>ls 11nri inltrin I'• ports . 'lt-l.n<tylrs 1''ho \',t.f'f,; usint': 
th• first - in first-out r:· thod in l:J.il rro~' in SO!'lt. ct!.S<.S 
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~'~!~s r~~dd i~h~~!~ri~!~n~~rier~!e~~!~~e a~:i~~~ f~!~~ in 
first -out r:r.ethod for thot yccr . If such tcx!'aycrs , 
hol'ltvcr , had issued i nterim reports i n 1941 on t.he 

~~~! t~~~ i~~ r~~= 0~~~~~c !h~~f i ihlb4 ;~u;~ ~~l ~~c~i~~e~he 
nrotcctlon r.ff ordcd fy tho chr.ncc might be t;rcn.tly 
diminished . As the i nterim r eport requir~mcnl storvc.s 
no r c.Rl purnosc nnd operates to discrioin" t t unfr irly 
Lt>tween tnxnn.ycrs r.ho follow th' prr.ctlcr of isauint 

~h!~ri~c. r~~~~~~~-~~~t t~~s~ l~~n:~cd~t~n~t t~!t&~~ellted 
dimln.,tion b~ r:.ad ~.. rttrMcti\•t. to 1941. 

{f) Co~pr..nsr.tion •or !:lervict.s kcnC.cr(d Ovu·,. 
Period of hvc Years or MOre. 1 axpr.v~rs rtcdYlng 
compr..nso b on lor Sl..rYlCU rt:ntl<.ro:'d o;er r pc.riod of 
five yuars or oore ore p"rmltlui to tr ... c.t the coo­
pt:nsrlion ns hrvint; been rcetiud ovt.r Lht. ycaJ•s of 
service if not less thrn 95 percent of tht. co~pt.nsn­
tion ts pnid ubon eor.~plt.lion of the scrvicts . This 

~~~~!s !~~(-~ds ov~~n n tor:;~~e~i !~ ~~!~~~~r t~~;r;~t. s~er-
thr_ t s~.rvict.s J'tndt.r~d over c. pu·iod r,s lon& os 70 
months but not eoVfring five. crlcndrr ycPrs would not 
bo.. within the nrovision . A :o10rc s,nsiblc rt.sull YtOtlld 
obtr in if the f.,riod nHt chanced to 60 ealcndrr rr.onths 
end the ttllocetion 1"'JJdc on c oonthly brsis . ht th£' 
sr.cc Lir.:, considcrr.ti.,n nifht be rivt.n to rtducinr tht. 

~h~~~;n~~ ~~~~~~d~~~)· l -~ ~dr 5~i~~;~1i!~r~o i{~t st 

B. Est" Lo;: 7axrs 

{c.) PI..c~es to Chnrilr . Un<:t.r jH'o..s .. nL l11w phrlr;~,;s 

:~t~~~ r; ;~ ~~~ctd~~ ti ~i;r~~~~!~ ~h~~~~; .. c s~~~,~~t~r ~Y 
c co~~nsuratt. ::10no..lnry eonsi~trrtion . 'i'hus nhd~;o..s Pr 

~~~~~~~~~; b~; t~~ n e~~~ii~bi~~ ~~&:~iz: ~\~~d~~u~~i i~~~£ 
~~~~ t!~~~ d~~~~i~~'! t~!~df~~ ~.;~!~t~~o~~~~s s! ~i !f; 
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the pled~e hut the r :nounl 110 pdd does not nerve to 

r~~~~ro;e e b: 5!:~a!~bl~c!l1~" t~x dca~~~i~~·~~;o p~:~~~ 
~~f~~~~~bic o~c!~~:~r~\~i~~~n~~c by the deccdunt rnd 

(b) Credit for Slrte Dc::"th Tcxcs . Exhti~ lm,. 
nllons c. cr \ldil i or stc.f~ ci llrt h l nxcs n.~;rinst tho bosl c 

n;~~tm!11;hic~r /'_;~10 s~~J~~~nioht~c m:;~r f~ri:x ~u;i~~c~f ~ 
nyclnst the estr t o te.x is r llO\Yt!d for t he gift. te..x p~ l<i 

~r!~i ~c~:;c~r!~ :h~\?~~!~; h~~!~c~~l~~' ~i!1~f~~g~~ t~: 
... llol'lrnce of the s t.r.te dc"ll'f l r x c redi t. This r e!lults 
froe~ the ftcl lhr t the st rtc dee th trx cr edit h com­
puled nfter the r llovr'IMO of gift ll'X c r edi t. ll is 
r ecommended thrl tho ordtr of credits j e rev&J•scd , :o;o 
thcl the credit for locrl dcrth t .. xu YCulu be l." llowed 
pr ior to t he crc:dit f or r;ift tro.xt..s . 

258 

(e) Ft:tlvrr l A;:>portiono(Jnt Strtut\. . A.t the pr\.sent 

ii~bin~;c r~~n~0 th~o~~~~~i c'i~~i~!1~~1~'fe t~:t~~!r ~~h~~x 
~~"~o~naz-b~~!~0~o~~~~;l'lb ~~ ~~~~o;~s~~ ~~~! ion T~:~~rt~on-
inc lhbility in r~.r,rr/Yo lift insurrr.cc 1,.1lhout a im.ilrr 
provisions cover inr, olh\.: r trr nsfet·s subject t o l hc 
cstrte trx . It is thcrefor·c suo:estc<i thnt there be 

!i~~~~o~hi~~ ~ui~c r ;~!~~~o~e~h!n l~~~f ~t;~~~\~~0in 
those c: ses in which lhe decedent Cid nd hinself pre­
scr•ibc r. Mlhod of ':'1iOrt1on."!1Cnt. 

9 . Procedurr l Provisions 

At this point 1 sho:!lr1 like to ment\on two lmportrnt 
pror.erl.ur f'l chrnr:cs l'fhich we r.re augpest ing . 

( t) Suits Ai"!f inst Colluctors of I ntern") Revenue . 
At the prcs«::nl l1r.te tho lt ~~ I r V" cnues,fiVt1lobl ~.; l or. 
tnxp~ycr Ccsirin.~ t o sue for r t:"x r efund prea\.nt 
e.lt~rnrtives which strvc only to crcrt o c•mfusion rnd 
unneccssr ry litir,tl ion. A tr xrrycr ory iu some 1nstr nees 
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dlho.r s u<J th:. United St.,tc:a in o. Dbtrlct ..Court or U.o 
C.Jurl of Cltim.s, or sue a Coll..:ctor of Inl~rn'\l Rcvl:nW 1 n 
,. Di~trlct Court. Th€. f'C tlon rcc.i nst t he Collector hM 

~~~rn; t!~!"~~li~~~~r~~~~n~y m!~~~~ S~~rtho~~~~~ ~Thl~ rnti ­

~l~~~~ft~r~~c~~~~c~~~ .~0r¥~~~r~r.~~~~£~1~~;~~~~/or t~~e rleht 
to M.K t~ Colh.ctor t ends to prolonr: t nx contr•ovcrsh.ll, 
s ince r L" xprye r m"Y firct s uo t he C)lloctor r.nC. thlln if he 
is dtforlcd !IU.l th .. Unit .. d st~ tol! nl!. ov ... r rg!'li n on rmnt i n 
in o:off .. ct tho s c.r:t.: e".u::e of' rction. It is surgo3l ed lh!'l t 
tt.l:l sl lu" tion l..e re!l~C\cd t.y tht 'l liminr.tion of suits 
"&'\ins t ll.~; Collcct.>r . 

Tho j;;~sd~~{~~~ ~rrtfi~illj~~a ~~ f~;~·~n o: .. r~ xr!"llf~td to 
pr:~ce£;din~"s r. rhlng und~..r o. deficiency lct lt.r lsruod by tl:c 
Co:=cinri.:mcr . \','hllo tho Bo:.rC h~.s r.uthori ty to rind .. _n 
ovc rpr.vm.:nt in ~crt'lin c'l.ses, it Coc.s not OOSIH.all c.ny 

£~rb~~~lr.~~~~~iiY t~khi~dri~"~~x c;~i~~;·s T~·~d 81h~~o 1 ~:~ n no 
:~ound rtr.sOn f o r C:cny1 nr t o tnxp· y-. rs H.t: Oi'portur.lt j" l') 
or·esont thdr rcfunrl clnir.tll t o such ,. forlL'll . An tht (':J'C~t 
bulk Jf tnx C'l.&US •ro r l i)!'~Sl:nl tri ..:d before t r.u EJ··r·d of 
T,.x Anpt·~ls , tht. rddition ol' rdur~d jur isdiction will not 
unduly burd ... n tl,· BO"I C. Il is t h.rcfor c SUfl'"1.o!'lcd t hrt ro. n 
"pproprhtc pNccC:ur c lu d...:vltcd U:ld· r ;;hie). l hc J"o~rC: r:r.y 

L~~ri~~~,r ~}! lt: ;i:~t;i~\' t~i~~~~c~t.~o c~~{i~f ~r;.~r.l, . 

The :::lfttlcrs t-rl.icl, 1 h•v' -!iscu~s.;:d c!o P.Ot X!\'IUSt .. 11 

C!~~ tt~~~n.:7~1.;~~~i:~1.; ~ ~~~~ ~{. Jr~t~;r tt.:~r;.lc~~o;i~ ;;~:c 
r.Mch do not c-rit cnu::t•.!"'tior. ~t this tit'"-- · In "dC.itlon 
tLr o r.r1.o oU.t. r :::l"tt .. r· l': d.lcl. \" .... ·rt. sti!l ~tudyinr ··ne 
1·.ith r·~.;~po.;ct t o \':l.ich ·. c c"'.:J be ".Ll~ t o pru ... nt our viwl/5 

to the Coniltt.o:: "l r. 1· l I' c.rt ... . 
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H.W. JR ' 

Q. 

A. 

Q. 

A. 

Q. 

A. 

SECRFrARY l!!JtGDm!AU' S PRESS 
CO!IFEREHCK, JCARCH 9 , 1942 

I hear there 1a a tu bill. 

Th&t h rieht . Ia n er ybody happ)'? ~'hat 

is on your lainds? 

What do you hear a.bout t axea ! r om up on the 

Hill, Kr. Secretai"J'? Do you think your pro­

gru 1. gol nc throush? 

Well, tiae will tell . We will see . 
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How .1:1.1ch time do 70u think it will take to tell, 

sir? 

I don' t know. 

The tax expert, llr. Seidernan , testified today 

suG,gesting the r e:10val of all exemptions. Do 

;you agree with his stateoent? 

No. 

You don' t agree with that. 

No, no. When I testified - we cot some very 

interestint; figures . I think we gave them out . 

If we didn ' t. I would be glad t o cive them to you 

now. i7ell, a single person e&rnlng seven hundred 
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!itt7 dollars a rear pqa a total ot a t.adred. 

and thirty dollar• in Federal, atate, ucl 

local taxes or all kinds. 

It that now or under your pr opoal\11 lirf 

Thia ia existing. 

Thou ue, in ma.n,y cuea, indirect taxu a.ren'l 

they? 

Yes. 

How can you co111pile tMt, l!r . Secretarr? 

Woll, Wr . Blour)l. ooc.pilcd these !or me . 'n\h 

works out to seventeen and throe tenths percent 

of hia income . He has to work eight weeka 

now to pay his taxes . Uo:T, a Illft.rried person 

with no dependents earning fifteen hundred 

dollars a 7ear paja a total of two hundred 

fifty dollars a r ear in fede ral, state, and 

local taxes . This works out sixteen and 

seven tenths percent. He would have to work 

about eight weeks to pay the existing tu 

billa . There is a li t lle footnote hero tha t 

says these utiutea are based on Federal 
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taxes Cor the !ileal 7ear 142 and 1tate and 

l ocal taxes ' 41. Did I go too !ut? 

No, air . 
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Now, tbore 1a another way t o appr oach thil • 

Just one quostlon. That incl udes secret taxes 

and necything like that? 

Tho.t is rig.h.t . 

All taxu? 

Yes. 'nlis was prepared and, as tar ae I know, 

tbeae figures have never appeared in the prcas . 

No one has ever published these figures . The 

single man, aeven hundred fifty dollar s, be 

pays a hundred &nd t hirty dollars in Federal, 

state , and local taxes, and for the married 

man o! fifteen hundred dollars, he pays two 

hundred t1tt1 dollars a year. Now, theae 

figures were prepared for me when I was t rying 

to lll8.ke up m:/ mind, should we or shouldn' t we 

recocuAend to l ower the present exemptions, and 

after seeing this plus some additional tlguru 

I u. going to &ive you, I came to the decieion 

that we shouldn't .. b I say, t~se t1$Urn hue 
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nner appeared in the papers up to now. Let 

me give you some aore tiguru. Thil approaches 

it a little bit differentl.7. This il baud on 

the so- called typical Allerican faail.r . In 

thh thing it ahowa, for instance, that the 

h mlly with an ineor.ae or - under five hundred 

dollare, that they go in the hole each year 

!our hundred t en dollars . I aeo.n, they have 

to get contributions, say, !ro:a hoapltab and 

one thin~! Md 11.nother frao the cOWIWlity. I 

mean, they !lctually go in the hole four hwtdred 

ten dollars a year. 

Q. How large a !amily 1:1 that , si r? 
A. I think they call - is it three and a hall? 

W\. SC!f1VARZ : l believe it is . 

You can aak Blough . I think it is . It is 

called the typical - they don 1 t say how llOJl¥ , 

but we will find out . 

J.m.. SCK'IARZ : It is &n averiLee . 

You can !i.nd out . 'l'bese figures are fUrnished 
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Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 
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me by thil Research Division o! "OPA. That i s 

where 1 got the111. trom. Now, iC you take a 

!uilJ from aeven hundred !itty up to a thousand 

dollars, they run in the hole a hundred and 

snenty-aix dollars . 

Senn fif ty t o a thousand? 

Yes. 

A.nd a hundred and seventy- six dollare? 

Yu . FrOil a thouoand to tweln hundred titty, 

the:y go in the hole a hundred and four dollar:~ , 

and !rom tweln hundred, and fifty to fifteen 

hundred dollars, they save forty-six dollars . 

You •e&n they are in the--

They don ' t &et on the plus si de until they have 

passed twelve hundred fift7 dollars . 

And they make forty- six dollars a year? 

And from twelve hundred fifty to tl!teen hundred 

dollars a year they save forty-six dollars . 

Now, this ia on the incotlle level of 1941. 

It that at 1941 prices? 

Yes. If you want anything: more , Bl ou[th can g ive 
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.. 
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it to you. But baaed on these figures, which 

to mo wor e Ye't"/ aurprhi ng and to a lot ot 
other people in Washington, until the tnical 

fAlllilT gets above a t weln hundred fitt y dollar 

income , they don't sue anything, then from 

twelve hundred !i!ty to fifteen hundred dollars , 

tho7 only save tort,.-aix dollara. No'N, with 

that situation plus the othe r 11 tuation about 

the taxoe they pay now, I think thAt they are 

• &king their fair contribution at this tlae for 

Gonrn.ment, and that 1a why we here in the 

Tr-easury a.re opposed to lOill'erin!; the exempt1ona. 

Ur. Secre tary, how can your experts tell 1That a 

m&n of seven hundred fl!ty dollars inccae spend• 

in ta.xea? i\bAt is that bash of comp~ta.tlon . 

Well, it you want the break- down, aa I say, )tr • 

Bloueh can give it to you, but they have gone 

into the whole question o! whathia budget ia 

and what he baa got lett at the end of the year , . 

net , and thla is a s tudy which has been •ade and 

which hu been !urniahed to me, and it 1a the 

only figures which are avsilable in Washington. 
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'lbere a r e no other t1gurea . Now, I have been 

all onr this. I hue aaked neey Depar tment 

in Washington what t hey had, or any other 

agency, u of 1941, and these are the mo11t 

up- to-date and the onlJ' existing !iguru there 

are in 'A'uhlngton. Now, as I understand H, 

they are now uklng spot checks against thua· 

in a thousand !Mill es and with five hundred 

s ingle men to correct an;r errors. 

\'Jh.o 1s they, OPA? 

It h the Research Division in OPA. 

Can you give us the figures on the number of 

fll'liliea in these nrious incwe groupe? 

No, that they haven ' t got. 

Well, that brings up - that shows how serious 

the Treuur,y clile .. a h , llr. Secretacy. For 

example, you have, then, to sell much t1.ore bonds 

to the banks on the one hand . Secondly, you 

can bring a new class of taxpayers in, and, 

thlrdlJ", it aho1u, perhaps, that the whole 

tax syatec it wrong and perbapa the people 
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on top aren 't p&.J'lng eno11gb. It :you eliminate -

and I underatand a t .. nty- fi Til bUDd r ed i ncome 

level for a f u.l].J h a darned good lnel in 

thil fu.i~. on the bull o! the me etatlatloa 

they aubal tted two or t hree years ago . 

I wouldn't say it is a darned good lenl. I 

woul d say 1t 1a the h vel of t he large majority. 

I mean atatiaticall.v apeakin . 

V4ny peopl e are i n that group . We will agree 

to that? 

That 1a right . 

A large major1t1 of the people are in that group, 

but you don' t think that is a good level, do 

you. 

Oh, no, I meant at&tiatically apeU:ing aa to 

the n\IJ:lber in that gr oup . 

Y~:s . But then rare the figures and these are 

the figures I had available to me when I made 

up rzr:t mind that we would tax the people aboYe 

t his i ncome l evel rather than to go below this 

income lenl. Now, I hue tried - I aantioned 

these once before . I think 1 mentioned them 

i 
.1_ 
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ba!ore, but 1 d1dn It eet thea O'fer, eo I 

wu gl ad that you asked me the question 10 I 

could p;et it onr to you, because I think that 

the nerage hir·~indad per son, when he uce 

these tigur ea and aeea what the7 aean, 1a goi ng 

to think twice before he say11 that until we 

have - until we han exhausted all other 

avenues o! revenue, until we have cl osed all 

the loophol e 1 , we don' t add &f\1 burden on tbia 

group , and I !eel that way ver7 atrongl.7. 

'nlia ume argument, I presume, applies to your 

sal ea tu, your oppoeitlon to the ::;ales tax, 

wouldn't it? 

Yea. I meen, these fi gures, gentlemen, are the 

onl,y tlgures that I have beeri a ble to find 

in Washington that are up t o date, and. that I 

have any confidence in. I have exhausted every 

Depar tment, and I hue confidence in these 

figur ea , and based on those, no sales tax and 

no lowering ot i ncome e:ull!pt1on until we close 

all the l oophol oa and exht~.u:;t all other a venuea 

' 
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of taxea. 

llr . Secretary--

Could JOU find out tor ua what the ahe of 

that anrage !Wl.r is? 

2G9 

)(fl.. SCK.VlRZ: I will get that. 

H. W.JR: They can get it. Shaeffer, call up Blough on 

the phone outaide. He uy know. It not, he 

can get it for you. 

Q. 

A. 

Q. 

.. 

Mr. Secretary, then bow can you just1ty the 

increaus in special excises that rou suzguted 

aucb as on cigarettes and soft drinks? You 

would certainly hit these people . 

You can justi!f it on t he grounds that. rou 

aleht call theo aemi- luxuriu , and that it. la 

in those group• which we han picked to increase 

that - either because they are ser:ti-luxuriu 

or because we !eel that that ill a 11our ce - i! 

a person can attord t.o buy these ciceret. tes and 

buy - whr.t was the other thine you mentioned? 

Soft drinks . 

Candy . 

I would call the= se:U- luxurlea, and i! they 



Q. 
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A. 
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e&n afford to buy thoae, they can afford to 

pay a tax . Th.llt wouldn't h?ld true on lllllc: 
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or egg• or l!l.eat or clothing: Isn't that fair, 

a semi-luxury? Wouldn't you call the a seW.· 

luxury in war t1mea? 

Some people consider ci gar ette• a neceui ty . 

I do, V.r . Secretary . Candy, also. 

Mr . Secretary, could you tell us--

And liquor especial ly. 

(h, yea, liquor alwqa. 

Coul d you indicate the basia--

But don't you think it 1 s serious ths.t - where 

are you going t o :~ell these Savings Bonds, 

llr. Secretary? 

Well, who we are goinc to sell them to, we are 

going to sell thell to the people who ar e getting 

regular pay or increued pay, largely in 

defense pl anta , largelf in plants that a re 

working on war •·ork, and the &newer 1s those 

people are buying the11 and buying thea in in­

creuinr, nUilbera, so 1 aean, thia doun't 
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A. 

Q. 
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frighten 11e. This h - it la juat the .. !act 

that I pr eued awfully bAr d to get the 

ln!ormlltion because I knew what the tight 

would be on the u lea tax and lowering of 

the e:ulllptiODI. r:atural]J, the people who 

thi nk t hAt they can get it ! ron a l ower 

lnd and take a little ot t t hee.selves , they 

are goi ng to try to take it ott the underdog. 

I mean, that ill where lhey are going to go, 

and 1 was trying t o tbow and kept digcirtg 

around until I got those figures . I moan, 
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it they can take a 1i t tle oft themselTu and 

put it on the underdog, of course they are 

going to do it. But thie group can't eh.nd 

it, end I think these tigurea pron they can't 

stand it . 

Could you indicate the basis o! those figures, 

llr. Secreta17? 

Three and a halt to !our !De;~tbere of the fuily . 

There ere no ceneus statietice covering tueh 
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Q. 

.. 

Q. 
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a a.t tera b,- .Camillu ot ineo:ae or singl e 

per sons of income? Coul d you tell us 

how the.t tieur e was a r rived a t ? 

"Nell, 70u will have t o , u I say - Blough 

will have t o get it or cend you to the 

source or eet t he sour ce over her e . 

1 t i a astoundlnr t o 1110 , sir , Ul&. t ther e 

are aueh f i£Ur tu. I have dehed into that 

!or year s , a nd I have nner found a baaia 

f or makinc t hem. 

Well, I ~t t hem thi rty- s ix hour s before I 

went on the Hill . 'nl.at was when I got them, 

and I have been dier;ln~ and dieglne , you and 

I both, and--

I can hardly cocceive of a basis tor an 

i ntelligent estimate of the.t sor t , but t hd 

la only m:;- personal opini on . 'Mle date j us t 

a r en ' t. The dat e, eo tar as I have been 
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able to discover , just arer.' t. 

Well, 1t wun ' t, but it is here, and they 

hadn't released it, and 1 uked whether 

I could use il, and they told me I coul d 

and that is wh,y I a.m usine it. It 13 tho 

beat I could get anywhere in Washington 

or !ron AJ11 private source. 

I don't doubt that, sir. I j ust doubt their 

accuracy very atrongl.y . 

No, what is botherin& you is that you never 

heArd about it before . 

Well, I have r.one over it pretty carefully 

and tried to uncover it , and haven't found 

anythi ng that would justify ouch computa­

tions as that . I ua del1eJlted that they are 

here . I nnt to look into it . 
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Well, I u too, and 1 would be gl ad to 

hne you check them.. 

Yea . Well, your st&te::ent, Ia-. Secret af"'J--

AI 1 :e:y, after all , l think the per son' a 

ne.me is Hildegsr de Kneeland, who is on loan 

' troa the home economics Oep::arl~tent ot 

Agriculture to the Oivi:lion ot ltnearch at 

OPA. 

llr . Secretary--

Have you ever heard of her e? 

No, :~!r . 

You &r"e jus t bewildered. ..e 'Ifill--

No, sir, I jus t think it is a r:uess. 
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.'/ell , t hat is all ri l"ht . I ude it per-fectly 

clear t hat t he onl y fie;urcs t hat I could B•t 

hol d of were theoe ; and until 1 &Q proun 

'tfl'one - 1 h. ve never uet W. ru Kneeland . 
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Q. JJy aa t.onlahclent ccaes !rem the _fact that I have 

been wor.kin6 on the same l ine for years and have 

never been able to Wtcover anything ot that sort. 

i . I think I testified Tuer;day, didn 1 t I'l 

Q., Yea, sir . 

A.. I cot t ham !.!onday. 

Q. Ur . Secretary, you u.id - 111ade the statuont that--

A. I think 1t r.u J.:.onda;;. It might have been Friday, 

but I got tl:.e!:! one or two days before. 

C.. They are extre::~ely intereating. I didn 't know they 

were available . 
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I believe you n:ake the inferences frw the statt101ent 

that lOU ii:.&de that these people •·ho were tr.,int to 

pueh these taxes to lbe under-doe; - I attended that 

sesaion at •hich you tuti!ied, and I noticed specif­

ically that Rep!'esenb.tive Robertson of Virt;inia was 

particularly anxious for a sales tax, and Disney ot 

Oklahoua, and Mutson of !Unneaota, and Reed of i.cw 

Yor.c. \,ould you - would it be correct to Uf that 

they are tryi nt to ao tbia? 

A. Uo, you kno• that . 
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Q. Well, o! course, there are some with apecial i nt erests. 

In Oklahoma, they have the oil welle . I can au that . 

A. . I think the lliaconception h thia . These gentlemen 

a re honestly e~otivated in thinking that iC rou lower 

the breckeh, t hat you will reach t •. e large spending 

groups, and t hey go baclc. to sooe survey that was 

aade hi ' 3:.1 or ' 36 on t bh thing by the National 

nuou.rcu Com:llttee, and fr011 thAt date to thia • 

maybe yo~ - if you have ! ollo11ed thia, .a.ybe you 

can correct ce . I think it waa ' 35 or ' 36. From 

tba. t day to this thno baa been nothing, and they 

have abiaye been told that t his lower t hird, that is 

where the mass buyi ng exlah, a_nd I nan ' t satisfied , 

•o I did a little a pot checking on m:;- O'lm up around 

where I live, and I wasn't sa tis fied that. that ia 

where the mass buying \,aa , What they are interested 

in ia etopping inClation tho n y I am. I pressed 

&nd pressed &nd preaaed to find out vbeiber this 

e;roup bad enough purehae1ng power to cause any 1n­

tlat1on, and I am utht1ed that that ia lhe last 

gl'oup to go to. 
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Q.. You mean you are sat isfied t hat Lhey don ' t have the 

pur ehaalng po><ar t o cauae i nflation? 

i . I ac satisfied, yea . 

Q. \~ell , where will the inflation ecce fram , l{r . 

Secr etary? 

A, The g r oup above that. 
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Q, You think there would be fewer people in Lhat group, 

Wr. Secretary, u a result of increased defense 

expend! Lures? 

A. hwer people? 

Q., ~·ewer peoplo in t hat low i ncooe gr oup. 

A. Well, a lot of t hese people from the lower inea::~.e 

&roup will get into the higher incme t roup . 

" · That 1.a y;hat I cean . 

A. Oh, yea, a lot of thu will r ise above thal. I ac. 

a believer, and o. l uo.ye have been , that the tloro 

taxpayers you can get, the better . The more people 

you can ·~et - tOe original iaea that I had !or 

United States Savin£& Bonda was to ;at - I hoped 

to cat five oillion people ovming - stockhol ders in 

the linit.ed Stat es Govern:~~ent , who would heve an 

in Lerest in the Govern:nsnt , and would have an interest 
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in the ependlnc ot the Government, and I et&rted 

this idea back five or aix yea~ ago with that idea , 

to t r ,y lo get a middle- elan group in thie country 

who would be a t ockholdera in t heir OTin Govern::tent, 

and who would take an interest in expenditure. . Now, 

1! , through the T:ar, in this very, very low income 

group, the people go above that, fine . 

Then , they can pay tuea? 

A. Then, t hey can pay taxes. They are pa:yin&• The point 

I am pointlnt; out to you today is that they already 

are pc.ring two hundred fifty dollars in the Cl.arri ed 

family of fifteen hwldred dollars, and the single 

fellow is payL'lC a hundred and thirty dollars in 

taxes dl'endy. So this atot7 that they are runninc 

that thoy don' t pu;; any taxu is erroneous through 

lack of in!or:::ation . Gregory gave me t he opport unity, 

and I wun' t rebearaed beforehand, of giving t his . 

!.tr . Secretary, back on that mass purchasing poaer to 

stop inflation, 1'1'hen 10u said those above it, do you 

Mean by that to atop that group that ;;rou are trying 

yet harder at ten thousand dollars? You think that 

ic T1hore you can a top your inflation, by tappine; tha t 

group bee. vy? 
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A. All the way alone tho li.Ile. I c.can, you stut 

with these fi&urea •bleb I gave you, with a family .,.. 
.~ 

of one hundred ana. fitly dollars or onr saving forty-

six dollar s , and then at Ilfteen hundred or onr you 

j1.111p to a hundred and ti!ty- five dollars , and !rCD 

then on you go very !oat, and as t hey begin to get 

more savings , we get it either in the ! ol'lll of taxes 

or aellin~; the:~ Defenl!le Bonde . 

~- Woul<i you do that voluntarily, or have enforced 

uvinca? 

A. You k.nor1 where I stand on that . 

I Lhoucht you tli£hl have changed your mind . 

A. No, no. 

~- lr:.r . Secretary, to round out thh thine, "hera would 

fOU'atand on that jibe with the administration ' s 

proertu:1 !or increasinc the :~ocial taxes? 

A. Well, the Social Securlt7 Taxes , a!tcr all, are a 

1ninga ba.nk for t he .-orldnt man. He puts his money 

aside, a:1d il is tuer•e for the various things, 

Wle:lpl opent, sickness , s:1d old age, and accidents, 

and so !orth and so on . It is a uvinbS bank for hii:I. 

It h there , e.nd it h in your Governr~ent, set e.side 
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aet asido !or you when you noed 1 t . 
The onlr thine ! can roreaee out of this procr1.111 
111 t hat you llill hue to ~ell inercn:~ingly large 

counts or tiaeu bonde to banks r ather than to 

i ndlviduala, J.:r . Secr et ary. 

1 . lflell , not neceuarily . Tho amount we have to ull 

to the banks ian ' t frightening . If everybody would 

do his part, and so tar everybody M.a . 

Q, \"/ould that be ten billion, lwlllve billion, or 

fifteen billion a year, sir? 

A. .all, tho statement I nade on the 11111 nc that we 

hoped to hit a billion a month . 

Q. Twelve billion a year? V.hat ill that? 
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Do you think that would be everybody doinc their part, 
sir? 

A. I think if we reached a billion a month, that I would 

be ver)' much ploued, 

...... You uid you did say that on the Hill, sir ? 

A. They asked •a how lons did I want to teat out the 

volunteer plan aa to eucceea, and I eald I ou&ht to 

knor. by the first of Jul7 whether il vould be a 

success or not, but o.ge.in I mean , I ao not - I 
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haven 't aot any particular Con{;T'IStuJ,an in mind, 

but just ! r OOl what I read in the papers , all of 
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theae gr oups that are all fot• lowerint; the ue~ptiona 

and I t hink t na t it they l ee these tlcuru and have 

confidence in theao f i gurea the To"&f I have , poasi bly 

they wlll change their tainda . If they don 't~, then 

I think t hat they aro boinc selfish . 

Q, In this spot check, lJr. Secretary, how are you going 

about checkint; t hese one t housand families? 

A. \l'a are not doing that. That iD being dono by the 

OPA. 

Q, It l ooks like that trould be very difficult, to go 

back to all t he hidden taxes a nd ever~1: lng. hn • t 

it. ralher tedious, or do you know anything about it? 

A. ilell, n.rioua le.rge life insurance co.:tpaniu have 

aheady conducted a study. I know Not·thlleatern 

Lfutual Life has t:1ada co::~pilations per family of 

hidden - so- celled hidden local u.c! s tate taxu . 

0 . K. gentl&<en? 

Q. Any neu on financing, Jlr. Secretary? 

A. . No . 

Q. Thank you, sir. 
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Che ot the thing• that you may be inter ested in 

and that we here in the Treuurr are interested 

in 1a what happened to the various thi113s which 

we i n the Tr eaaury have ata.rted under power • 

delegated to Ul , and Mr . Crowley augguted he 

come over here today, and I thought it waa an 

excellent auggestion. flow, the tirat thing 

h the Wut Cout where we han delegated 

certain of our power s to the Federal Reserve 

Bank ot San Francisco to cooperate wi tb 

General DeWitt . Ther e will be no interruption 

on that auiatance and tb&t program bccauae 

~. Crowley haa usured me that duri ng tho day 

he will work it out ao that there will be no 

interruption . 

L!R . CR0,1J..EY : That is correct. 

H.JJ:. JR: And then on other work which we have started, 

particularl.r with General Aniline and Dye, that 
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Q. 
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that will continue the same, and Jlr. Crowler 

baa uked ua to continue what we han started 

a.nd see it through. 

As a matter of fact, be wu consulted, wu he 

not, before you took the atepa? 
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Not only wae Ur . Cr owley consulted , but all or 
these steps which I have taken were first cleared 

with the Prealdent, and the roco:mandationa 

nhich we 111ade !or the put !D.Onth were joint 

recoamendationa by J.!r, Crowley and ley'stlt be· 

cause I knew that the President had this under 

consideration. 

Doea thAt mean tho 'l'reasu.ry will cohtinue in 

control of General Aniline and the operation o! 

it? 

Uo, I wouldn't say so. We have got a proF,ram 

s t arted . Wr . Crowley has asked us t o continue 

on 'ftbe.t we hue ataJ'ted . 

Who will have the stock, )ir , Secretary, l!r . 

Crowle7 or youraelf? 

I don't know. 
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UR. CRaNLEY: Well , I thltllc what the Secr etary means io that 

the Seer etaey bas worked out the -.nagement 

H. U. JR: 

and a board of directors f or General Aniline 

and has ade certain commitment. to the new 

management, and he wu ldnd enough to talk with 

me about it befor e he made those CO!Gitments, 

and •hatenr coz:mdbtenta he baa for that, I 

il&nt him to follow throu£b and cl ean up that 

job. He bae selected the unatement, and I 

have O.K. 'd it, and I feel that before I take 

over aeything that he oueht to fir st carry out 

the collltl.it:m.ent that be has to the new JU.nage­

ment or General Aniline . Inn' t that it , Mr. 

Secretaey? 

That is right. In other words, believe it or 

not, ~. Crowley and I feel we are both lfOrk.ing 

for the ume =.an and not for dif!erf!nt people , 

and in thue war timell the lmportM t thing is 

to have u.nitr at home, and in thh can we han 

had it, and we have conaulted with Kr . Crowley 
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now !or 111.a.n,y weeks, so he h&s been entirel7 

familiar with it and there will be no inter­

ruption and the Preaident' 11 wish will be carried 

out by either Wr. Cr owley or JIQ'Ult. 

What happens to the For eign F\lnda Control? 

Don l!r. Crowley aaau:ae authority over that? 
ll.ll.JR: I really don't know. 

l!R. CRO:ILEY: Well, the Pruident r ead me only t he record, 

but I think the Foreign Funds all stay with the 

T!-eaaury. I think as tar as I ac concerned -

Q. 

J don' t know whllt the order aays , but that 

would be r:v intention, that that would stay 

with the Tt-eaaury. 

llr. Secretary, lfr. Crowley - the order apecitlc-

ally atates that everything stays exactly where 

it h until such time as llr. Crowle7 apecifi call,y 

asks that certain things be turned over to him, 

and, apparently, practically enr:yt hinc that can 

be turned over - have :you (Crowley) asked tor 

&ny apecific things to be turned over y et? 

llR. CRaiLEY: Oh, no. What I intend to do is to work with 



~-

- 5 -

the Secretar1 in cooperation on this thing 

bor e, that such thinr• u we talce over , t hat 

he w'lll keep until •• are set up to talce 1 t 

ove1• IUld then IUl¥ personnel that he could gin 

us to carry on t hose thln.,.s , thAt he would 

let go with whatever we take over , it that il 

agreeable to hl11. 

Ka.y I uk, what happens to tbat three-man 

cormittee under the Executive Order of February 

12 where the Shte Department, Justice , and 

yourself (Secreh.r,y) wore in on it? h lfr. 

Crowley goi-q,g to have the eonrlttee? 

II. J.t. JR: You will have to u k him that . 

LIR. CROVLEY: Nell, t here is no proYision f or the cocmit tee, 

but t here is certainly a neceu ity for working 
with the Treasury and work:inp with Justice on 

their various probl ema so that we will work 

t ogether on the thing. The Treasury ia going 

t o bne a large part or this thing bore that 

fro11 a eeltisb 1t&ndpoint I would want thea to 

carry on. 
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t{&y I as11ume then that thia will be a gradual 

procese of shifting? 

2£7 

lm. CROO.EY: 'lbat it rigl\t . 

~· Could )'OU tell ua what will happen to the 

indh'idual accounts such u a national of a 

count ry whose !undo have been frozen here and 

he has a bank account and a brokerage account? 

Will those come under fOur jurhdlction, ){r . 

Crowley, or will they continue to~-

llR. CRo.\'U'Y: Let ce ny tM.• to you . This man (t'oley) knows 

so DIUch more about t he opcratioo., but just 

thin.kinr, t his thillf. over overni ht, the Tr easury 

h!1Ye now all of thue funds froun, and my 

thought we.a it the 'l'reuury would be Und 

enough to keep those things and u we take OYer 

a pr operty, that thoywould release the funds 

to us for t he opera tion of that pr operty, but 

the other fwlda like your forei£11 countq bank 

accounts and gold and thin7S like that, that 

that would stay 111th the Treasury . I see no 

reason for setting up duplicate .uchiner:y t o 
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handle that. 

And tha t I think wu the Pl-uident ' a intention 

when he dhcuned it with m.e at ditterent 

ti•n and at Cabinet. I mean, that 11 what he 

had i n sind. In other word3, the gold of the 

Bank of France and ao forth and ao on and 

theae various bie foreign accounts would atay 

here. 

UR. CRC:m.E! : That is right. 

H. W.JR: But 1! you took over a particular hctory or 

aomel hing, you would want wha.t went with it . 

lffi. CRONLI:.1": That 1.s right. 

H.V. JR: You would want wh&t would go with it. 

lat. lltOo'n.EJ : That ia 1f1Y underetandlne of it . 

~- li.a.y I uk Wr . Crowley a question? 

H.Jl. JR: It you pl ease . 

Q. Couldn' t it be I~DC~.ritod this waT, that you 

wanted to devote youradt pritiArily to businen 

enterprises that are involved in f reezing? 

WR. CROiiU."Y: I t hink that la a fair atatement. Don't you 
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JOU think so? 

'nlat ie 11J3 underetanding of the thing, and I 

•houl d think that that 1e t he way it would work 

out, and it aimply reliens us of a lot of detail. 

I •ean, l,lr , Fole7 Md hie staff and a,yael! and 

ILr. Crowley . I mean, it hu taken a tremendou• 

uount of time to work out Al:lericanhations !or 

General Aniline . It ie a great responsibility and 

the days aren' t long enough now, and llr. Crowley 

1a young and aabi lious~-

wt. CRCl'ILET: Hot as roung as be is, you understiUld . 

U. II. JR: ••. a.nd I n11 glad to see him take it on . I 

like to see thooe young fellows come up. 

Q. lie is fifty- two . How ol d a re you? (l.e.u-;hter) 

H.V. JR: " ell, it is the spirit , you see . 

Q.. )r.fr . Crowle,-, how are you roinc;: to keep up with 

all t hese jobs , lUJ I ask? 

WR. CRGVU."Y: Now, Nick , let' a not go into t.hat tbia morning . 
(Laughter) 

H. IL. JR: Well, these Whconein boys , you know, are tull or pep. 

llR. CRo:n.EY : It i s the cold weather. 

Q. Wr. Secr etary , could you or Jlr . Crowley or Wr. 

Foley tell us wh..t happens specifically lo the 

existing licenses and the special and general 

licenses that have already been i ieued? Do 

they r emain in continuous e!'fect? 
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Well, I take it. !rCill t~hat ».r. Crowley haa 

aalo, using t.he \,est Coast as a.n uaople, 

and be can cor r ect me, that be \it.nh t o leave 

n er;ythin& as lt. h until , cer h.inl y , he can 

cet hh breath . 

2 0 

L!R. CRQ',il.EY: That ill right. 

Ji.!.':. JR: ind that any move J.:r . Cr onley baa told ce that 

he t~anh to ~..ce, be nnh to !irst 1lt do\on 

and nork it out \,Hh u:~ so that it is to the 

best inteJ•esh o! the Uniled StatetJ Governnent, 

and noT/ on th.at buh we ere goini· to appr oach 

the probleu, and I think everytninc i a (;Oing 

to be all ri~;ht . 

Well, a;· question wu not pri.mar il7 in 

J•elalion to tho divi:slon or powers, but wnat a 

holC.er of a license has to consider at the 

present tilile . I! J0e J.brfC:ls up in New York 

Ci t;r has his !unds frozen but be bu bun given 

a special license to do certain thincc, can he 

still continue to do those thin&l under the 

license without r.ai t.int; !or Lr. Cronley to do 

:-.O:J.ethin.; about it? 
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J!R. CRQ.,LEY: Oh, I think he - the Treuury11ould j\Uit carry 

on Wllou there ia SCQO acr eement worked out 

where I request a t 1·anafer of that , I ae&n , of 

tnose !unds , to lUI for aooe rea son or other . 

Q, But I lll.ean, there will be no :!Uspenaion or 

licenaeo or anything like that? 

J.!R, CR()',',U'Y: Oh, no . The idea that I h.ad in my mind wu 

~. 

that the Treaaurr wo\llU continua right straicht 

along; and u we coulc. release certain !unctions 

to the Alitm Property Custodian , that tho 

Treasury would release the to ua and maybe let 

go with Lilflt SCXlfl of tne penonntl that us 

doinc that particular thine if t he,- r.ould, it 

they could cooper•to to Lnat oxtent, and on 

these f reezing and on thue licenoing, and 

t hinr;s like that, that they would continue, 

becauoe there is no need of settinc up - dupli­

catint,: y;ork on that thing. It 1~ould cause core 

con!4don . 

It Mule. be correct to a&y then that the licenau 

that have alr eaay oeen iaaueo &l'e atill in force 

U.""!tll othemise ordered? 
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UR. CRO\Il.EY: That ia ri&ht . 

Q. Ltr. Secretary, didn.' t tho order U.7 IO spocltic-

ll . L!. JR: 

ally'/ 

I ht.ven • t read the order. I bue.n ' t had tWo 

to read it. I don ' t know. I have not read 

the order. 

Q, The order did e&7 that·-

H.~.Jn.: I haven ' t even JOt a eop7 of tile order. 

Ul.. t:R.O' .. l.EY: I think tho order h pert.ctly plain enough, 

that it gi vee the Treaaury and tho J.llen 

Property--

H.'f, JR: I mean, l.lr . Foley haa been studying it . 

C,. lie baa O.K.'d m:; atate:tent . 

1.3. Cl(Y;/L_ry ; There is plenty o! roOlJ to coopezoato tobether 

on this thing . I think t here is plent:1 ot 

lan~1age there, Ed, eo that there ia l a titude 

to cooperate on tho thine, don ' t you? 

!8.. FOL~: Oh, :yu . 

H • • JR , And if we find out u you aaid lut nicht that 

Lhol'o is sa::othing we ordered that isn ' t nark­

able, we can go b¥ck and got it cha.ti(.I;Od, 

UR. CR.Oi'UY: That is right. 



~. 

H. C. JR' 

I'R. Fou:r, 

2:3 
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!las the Federal Reser ve of So.n Fra.ncheo had 

!ull power out there to do anything they wanted 

to with those properties, I 111aan, to act on 

their own discreti on? 

How about that , Ed? 

Well, the Secretary hu del ega ted full power 

to the Federal Reaerve Bank of San Francisco . 

Q. You will let that continue for tne preaent'l 

Jt.,. C~tt..EY : That h right. 

Q, Any nena on financing, U . Secr etary? 

H.~. JR No. 

Q, l!r . Secretary, what happened to John l:ack? 

H .~.n, 

iJ<. !"JLEY ' 

H.Y.JR' I 

Wasn 't he the president of General Aniline? 

~1ell, the release of the Treasury l<hich r.as out, 

1 think, aa of yeatordAy--

Vcr:f late yesterday? 

It waa \ U"f quiet on that aubject tboubh. 

llo , day before yeaterO.ay. 

Yea, Tuesday night . 

It thtply said, as 1 rccber it, and~ . ~·oley 

can corre·ct :::te, that the Board o! Director3 

would be uked to reeign on J.:onday, next, which 

waa the fir-st day that we had word to cet them 
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Q. 

H.l!. JR: 

Q. 

H. l.!. JR: 
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tocether - well, we had hoped to get them 

t ogether l!onday or Tuesday or t his Wtek:, but 

U:r. lfaclc was in court, and other •e:~bera were 

aiX:Ienher e elae, •o that waa the !irat day . 

J.lr . Secretary, nen in the hey- day of \'/all 

Street, manage:uento never changed aa quickly 

u that one dld, 

\'/ell, we L"l .uhincton think we alght nen 

i.m.pron on Wall Street, believe 1t or not . 

(Laughter . ) Does that h.ke care of you? 

I thi nk ao. In other words, John lJack is 

gone. 

284 

I think that is the intention . I can take this 

oCt the record after I sa7 it . ).[r , Crowley 

said he would be gl ad to go up Uonday and aee 

that the thing is carried out, Is t hat right ? 

Ie that all right on the record? 

~- t;!'\!J.~n' : Sure. \',hat 1 told the Secretary wu that I 

m ... what hh pror;ram r.a:; before he released 

it, and i f it ~>u necessary, I would be very 

happy to t~ee t wi t h the Boa rd of Direct ors 



·-------. 
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llonday of General Anili~t ~o car r-;y out t he 

progr&m. 

Well, to be apeciflc, •• uked you to initial 

the r elease before u c;an it out . 

2SS 

lffi. CROWLEY : That ia righl. 

ll. U. JR: On thia Boar d of Dir ect ors thing, we han been 

Q. 

very cooperative her e . 

Jlr. Secretary--

Tbe meeting ia in New York? 

~. CR<fnLEY: lio, I don ' t know. V1btrl!l h it, !d, aoce little 

tot.n up near Buffalo, h n ' t i t ? 

~:R . FOL~: 

Q. 

lnt. t'OLE'f : 

~-

u. t:.Jn.: 

Q. 

No, it is in New York, Two thirty Parle, at 

ten thirty on )lcnday • orning. 

JlcConnell h to be chair:::~An? 

Robert C:cConnell . 

I taka it t he other board l'I&S c. ntopgap. 

We had nothlny to do with the other board, wi th 

the officers or any - we in the Treuurr had 

absolutely nothing: lo oo witn tne other board, 

becauu the other board TIU created prior to 

our takint; over the s tock, so r.e had nothi ng to 

do r.lth it . 

llr , Steretar7, could you tell us it there h a.ny--



ll .Y. JR: 

Q, 

!I .U. JR: 

Q. 

ll. J.: . Jil: 

Q. 

2S6 
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Do you doubt that? 

No. except that. I l'illl wtder the iDipresaion that 

you had asked John E. ~ck to cOI:lt into the 

picture . 

Oh, no . 

It TiU generall;r 1hted that t he \obite house 

had asked him to cO:J.e into it . 

Well, I don ' t know about the \~bite Hou:~e . Thoy 

are pretty well able to speak for t hetlulvea , but 

we here in tho Treasury had absolutely nothin& 

to do nith the .o.lu!&(;e:J.en t as it is or the Board 

of Oirectoro or anytnln& - or an)' of the people 

that are connected wl th it at present . 

I wu just uetuning tlut.t - it looked like John 

E. l~ck, blint; a prett y good f r iend of - but 

that is not right . 
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Well, u ::,eoratar7 of the Treuur7, I bne 

no f r lenda. 

Oh. 

Well, at luat thia new board knowa aomethlng 

about chemlcah. 

You b.t they do . 

Have 70u counted your enemies, ~. Secretary? 

I u proud to be kn01m by my enertl.u,a.nd I 

think u llenr7 llorgenthau Jr . I hue a few 

very good frienda. 

llr. Secretary, can you tell ua who will 'fOh 

the stock at the meeting next l4on.day? i\111 

that be Toted iD your name? 

2S7 

I don't know but whatner Kr. • I will work it 

out with ~. Crowley, and whichever wq is the 

best for the Gonrnaent, n will do it . The 

deciding !actor in this u between Mr. Crowh7 

and me, is what ie best !or the Government . 

Whatner is best Cor the Gonrncent. That is the 

way it will be done. 

WR. CROil.EY: I don't think it makes any difference who Totea 

the etock u long as we agree on what we are 
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trJinc to cla. 

J.nd thh thine wu all caretu.llr worktcl aut, 

even as to the releue . It wu au.baltted to llr . 

Crawler in adn . .nce. 

How about Schering Corporation? Is that stock 

control to be takan anr? 

Well, there were thru co:~paniea that we hnt 

talked partlcuhrlr to the Pruidant abou.t, 

Schering, Ganerll Aniline, and her-lean Botch. 

In connection with those three, what Ur . Crowle7 

he.s uid, whatever we hna started, be would 

like to have ut finish. 

MR. CROWLEY: That 1a right. 

0.- '!\hit h that companf, air, Sobering? 

H. U.JR: Sberinc, I think it is S C H E R I N G. 

Q., What ia the full nue of Bosch? 

lOt. FOLEY: J.merioan Boaoh "e.gneto. 

Q.. What ban 70u started in the case of Bosch and 

Sehering ouhidt of ousting their officers? 

H.V.JH: Ed? 

WR. FOLEY: 'lfbat hue we atarted? 

Q. Yes. That 11 , in the case o! General Aniline 



H.!.!.JR: 

Q. 

li. M. JR: 
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trJing to do. 

J.nd thh thing wa• all oaretull 7 worked out, 

even · as to the rduu. It wu 1ubaltted to ltr. 

Crowler in adn.nce. 

How about Sobering Corporation? 11 that 1tock 

control to be taken ner? 

WeU., there were three companie• that we hne 

talked particularlr to the Pruident about, 

Schering, Gennal Aniline, and J.ll.erican Bo1ch. 

In connection with those thru, what #r. Cr owley 

has nid, .tlahnr •• hne etarhd, be would 

like to have us finleb . 

W . CROWLEY: That 1 s right. 

q. 'Ahat ta that COIIp&nf, eir, Scber ing? 

H.M.JR: Sberin.g, I think 1t i1 S C H E R I N G. 

q, What h the full na11e of Bosch? 

UR. FOLEY: J.mertoan Boech .Ma.gneto. 

~. What have you etarted in the cue or Eosch and 

Sobering ouhide of ouattng their oftlcer•? 

H.li.JR: 

liR. FOLEY: 

Q. 

Ed? 

What hue we started? 

Yea . That ie, in the case of General Aniline 
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- 18 -

JOU hue dreadr neted the atoci: . 

We hnen 't nshd the stock of :icherln.g. We 

hne had an inn.tigatlon under W&J of the 

recorda and the per sonnel for aometlae. 
Q. You han ouated the old offlcera1' 

lffi. FOLEY1 And eome of the of flcere have been auspended. 

Q. h n't Sobering controlled b7 Gentr&l. .lnlline? 
lffi. FOLEY: There 1a no connection. 

Q. Or la it Sterling Pr oduct.? 

J.IJt. FOLEY: You aean between Sterllng and Sobering? 
Q. Yet . 

JlR. FOLEY: There 1a no connection there either. 

~- bow about Hoeoh? 

WR. FOLEY: "' Well, about unntr pe rcent of the sharea of 

Boecb are in a Toting trust t or "hich George 

ir:urnana ia the truatee. 

2S9 

Q. Ytbat happens to the Dutch ahar ea of the General 

Aniline? Doea the Dut ch Gonrnaent Yote thu. 

or doea the Amer i can Gonrnment? 

IIR. FOLEY' .Ul the foreign held sharu han been taken onr 

by the Secretarr of the Treaaurr , and that 

repreeenh about nlnetr aenn and a half percent 
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of the outstanding atooi:: . 

That h General An111nt? 

Gtneral J.alllu Fila Corporation. 

J.nd. tha7 will be unquut1onabl7 'toted nentuallJ" 

b7 the !PC. 

llhn t'ropertlu Custodian. 

Bo7! 'l'h11.t alphabetical llngo. 

I harned it quloi::l7 before 1 uid t.t. Do ;rt~u 

want to add an7thlq , Lto? 

liR. CRONL!.'T: No, I think just along the line o! what Kr. 

Foley baa aald that on Schering the7 han released 

certain 11anageaent pertonnel and aJ underata.nding 

il that the7 hne bun atrengthenlng that aa.naga­

cent, and that •hatner coa.i tmenh tci the n .. 

ll&nagement to get the11 to come in to atrengthen 

it, that h • hat we intend to go along with. 

In other words, JOU can't ~ tor inata.nce, here 

h a aan like McConnell that is going in to 

General J.niline . He wouldn ' t go in U be 

felt that the t rueury and ouraehu didn't 

han an underatanding th11t tre were going to 
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oarrr along with the 'pro11i .. that wu made 

to hill before he tgr ucl to go ln . Tha ••• 

tbhlg gou for wb&tner aanagement the Tr .. aury 

bu agreed. to put in to Sobering. It 11 our 

inttl'l t1on to go along with that aanageaent and 

when tt il all aald and done, the .Ulen Property 

Cuetodian and the 'l'reuurr can ' t run thue 

propertlu. The7 han got to put in .. n that 

they hue expli.ci t confidence in, and ht thea 

run the propertiu. 

O.K. gents. 

An,.thlng new on tuu? 

Just reme:aber the date, the fifteenth of W.areh. 

The shteentb'l 

The dxteenth. 

Thank 7ou. 
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Q. Ur. Secretary, in the Senate Finance Co:mdttee today, 

the7 reported on that bill to raise the statutory 

debt lia.it. There is that provision i n 1t that haa 

to do with your acceptance of bonds for tu pur­

poses. Ia that going to include the use o! Defense 

Bondt that could be turned in tor :neetinr. taxes? 

R. l!. JR: Well , i.t is only reallJ' tor Defense Bonds. It is 

only tor - well, the wa.r the thing waa written, H 

only applies to deliWld bond• , so thnt means the.t it 

only would be De!enae Bonde . 

~. Doea that mean that you will do away with the Tax 

Anlicipation Notes? 

A. No. A man has a hundred dollar Defense Bond , and he 

wants to pay his taxes now. He has got to go to the 

Federal Reaerve :~ome place and go through a lot of 

rigaarole to' get his money, and we want to make it 

so be can go in to the tax collector and ear, •i:iere 

is rJtY hundred dollar bond . • It 'lfOuld be just 

on the Defense Bond. They csn do it now I believe 



Q. 

.. 

Q. 

A. 

Q. 

A. 
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with a bill and o. note but nothing elae . On 

a tax date a bill or a note. Now they can do 

it on Defense Bonds. 

You don' t anticipa te that will We an,y dlt­

ter ence in the salts or turning them in, per­

haps, wher e t hey wouldn' t dolt ot hor;viae? 
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On the one hand 1t llieht i ncrease the sales a 

little bit and u.ke thea a lit tle bit more 

attractive, and on the other hand the7 'fliA1 use 

thea a li t tle more to pq t heir ta.xes. It is 

a convenience , We like to make i t just as 

eaey as poalible to pay r our taxea. 

You lllig:ht lighten them up a little bit, Jlr. 

Secretar;r. 

llo, r.e are going the other way . 

Have you any prelimi.nnry fieures on how the 

returns are cocing in today? 

No, they sq they a re GOing to have the11 tomor­

row, don ' t they? 

~. SHA.Eflo'ER: 'J/e will have them around noon tomorro\'. 

Q. How did the bond aalea stand up thia month? 
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Have you heard anything on that ? 

Doean 't it show in the atatu.ent necy dar? 

Yes. 

Pret ty good. Could be better. 

All¥ news on tin.ancinc, ltr . Secr etary? 

rlo , nothing now. 

Did 10u read that article by Gush! Stolper in 

the New York Tlmu yesterday? 

I read Ted GoldaW.th ' s l etter to see what I was 

coin!: to do . (Laughter) 

No, this discu:aea t he whole tc.x question, Ur . 

Secretary. I was wondering whether TOU uw 

it . 

Yes. 

'/&at did you think o! it? 

.'leU, U' you want to have it discussed, !lr. 

Paul and Wr . Blouzb are prepared. They CILJl see 

you after this pres3 conterence, it you care to 

have the answers . 

I ms particularly interested in those TNEC 

!leures. 
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They have eot the anawers on all of it. 

mean, they are prepared to gin the Tribune 

the anawera. 

Well, I think the flew York Timu would like 

them abo. 

1,"/ell, we ar e one !or all and all tor one on 

news. If you want to see Jk , Paul afterward, 

he is prepared on t h.t aubject. 

~. Secretary , on the Treuur7 prOSTtJR·­

Excuse me . Also on their edi torhl on the 

Stolper article. 

I didn't read the editorial. 

You 111ean to tell us the basis ot these sales 

tax eatiQB.tes th11.t haTe been made, jl.ls t what 

they include? 

\.'ell , there is a lot of stuff back there. 

3CS 

I would ask it thor include real uta te sales. 

11'ell, Paul and Bloll3h a re available. 

I aee . lir . Secretary, tbh fin billion dollar 

limitation t hat the conferees have agreed to, 

Title 4 of the Second War Powers Act, will t hat 
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handicllp the TreaaUI7 in selling ita ucuri­

tlea direct to nuern banks? 
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llo, i n t estif)'ing I add, •1a long u the7 IIAke 

it a revolving tund, it will be all right . • 

That is what they have done . 

Have they done that? 

Yes . 

Aa lone as it 11 a revolving tund , it it 

all right . I think I hue convinced them, 

1 don ' t know, t hat I haven' t cot azJ¥ deep 

plot on the thi ng . 

The Tzoeasury ' s pro:ru had an estiu.te when 

they w1mt up of seven billion six, that 

it would r aise in t he full year after it 

waa applicable . Are there aey estimatea on 

whAt that would raise in the nut fhcal 

year? 
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Well, again I will han t o r efer you to 

the Treasury boya, or you (Shutter) can 

get that. I don ' t know what the answer 

h. I don' t know whether the:y han one, or 

it they have, whet her t hey will elve 1t t o 

l'OU, 

n would be all right to get it from. the11, 

woul dn't it? 

,7ell, you can ask them • 

I mean u far u you are concer ned , 

3C7 

No, the;r will have to use their own. jude;Jient . 

J.r11thins new on Alien Property, Ur. Secreh17? 

Well, there is a meetin P' taking: place at four 

o' clock up in !lew York today of r.eneral Aniline 

and Dye . 

Yes. 

We will hear what happened and they can let ;rou 

know. 
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I thought fOU •trt going t o TOte that at oclr:, 

kr. Secntary. 

3C8 

.t. That ia what I think. That is •hat we uptct . 

it four o 1 clock lte ba4D' t beard anything to the 

contrar7. 

Q.. Wlll there bt a f or"md thtement on that? 

A. Mr . O'Connell wi ll rukt a s tateraent. 

MRS . KLOTZ: )lcConnell, i t h . 

H. W.JR: McConnelL It it gou tht way we think it 

wi ll go be wi.ll ll&ke • atahaent. 

Q. 

... 
Q. 

.t. 

Q. 

A. 

I jus t ailllpl 7 u id O' Connell h the zan who is 

running it no• and you httve O' t;onntll as pr esident . 

No, t he aan I u thinking of is JlcConnell . 

Rut Joe O'Connell of your staff is alao up there , 

isn ' t he? 

Yu , Joe O' Connell . 

'fhat ia right. 

And .l.teConnell. 

\ bleb one is Fole7 ' 1 aan? 

r.RS. KLOTZ : O' Cor.nell. The other h Bob McConnell. 

H.M. JR: That i s right. 

q , That stAterc.ent wi ll be made i n !oew 'rork and 
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we will get a cop1 of 1t here or will 1t be 

releaaed hereY 

I thlnk: it will be rtleued f rom Ntw York, 

but the ainute it 1a released we can hne a 

copr. We hue a cop)' now. That h on the 

auWlption the llltt tlng goea the war we think 

it will. It it doun't, we ban got eo ~r:e 

othe r etutt. 

There is no question or the .. y the meeting 

will go? 

It ia kind of bard to out -Yote ninetJ- anen 

percent. 
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\ ell, there il a alight .11inorit7 of three P!_l'­

cent. 

There ia alwara a qunti on. 

.W.r. Secr etary, u•e you going again before--

There 11ight not be a quorWI up ther e . 

You are the .oat cautioua ujorit7 stock­

bolder I have ner met. 
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(Diacuulon ott the record. ) 

If you had been up agalnat what l hne, you 

would be cautious, too. 

(Ruume dhcuulon on the record.) 

3l0 

Do you u pect to go again before the Wa71 and 

Weans Colllilll.ttee to t estify on the aalu hx idea? 

Well, isn't that kind of a st~beatlng-JOUr-

wite question? 

I d!dn' t intend l t that way at all. It le 

nry much i n the public aind. Have you changed 

your attitude t oward it? 

Tourd what? 

The nlu tu. 

Oh, no. I think I u righter t han 1 ner na . 

No , I am utia!hd. 

I don't aee how that question was on the at op­

beatin~-your-wife or der. 

Waybe what I u.ndera tood :you to uy--

1 asked i f you were •oing agai n before t he 

Co!lllittee . 
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Did JOU u7' aalea tu or just again'l 

lib.a t I 1D hndtd to u:; waa to u k you it 

rou would appear again before the Ccadttee 

at a.ny time soon. 

Oh, wall, I imagine that I will be up there 

again aoon, aura . 

J.ny date been ut tor it? 
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Oh, no, I don' t think I am golns again on tbia 

tax bill. 

Oh. 

What I got - I mean, I t.m not trying Lo - I 

thought you maa.nt, will I go again tor another 

tax blll. 

Ho trick in the question a.t all . 

J.re you conteaplating going up on another lax 

bill? (L&u(;hte•. ) 

\'.'ell, Jlr. Roosevelt "Rill be here f or another 

three years. 

Oh, I thought - wall, he said soon , and rou 

said aoon, and 1--

That h what I ua alraid o! , I han no 
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plana to go up before the War• and Keu• 

CCillllittee. llow 11 tha.U 

That h tine. I asked the quution, Jlr , 

Secratary, because there h appuentl7 a 
general u ntiment in !nor of a aal u tu, 

&nd I •onder it in view of that untiment 

312 

70u would be asked to appear once again before 

the Commi the? 

That, I don ' t know, but I have no icnedhte 

plans to appear before the W.ya and l.!eana 

cocmUt tea. 

Ia tht Treasury contec.plating a supplementary 

tu propoaal to thia one? 

I have no plana to appear before the Ways and 

We&ns Coo:cittee. (Laughter. ) 

I thought we had gotten rid of then taxes 

for a while when we shoved them up on t he Hill. 

What h the atatua with regard to tax exempts? 
You ue What you darted, IIIld what I waa afraid 

or. 
I &ll awt'ullJ' aorr7, llr. Secreh.J7· 
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That h what I wu afraid of . Now, we will 

put 1t all at rut . I llhu.ndel'ltood, and I 

am not tbin..dng of going up, and I ha.,.. got 

nothing in mind. It h a COtlplote blank. 

Still agaiut t he aalu tax? 

And atill agalnat t he ~alee tax • 

How about tax exet:~pta, outstanding and future 

i uuea? 

It iB j\llt the at.J:Ie. 'tie haven't changed • 
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Y,'hat I meant, baa any legislation been preptred 

by the Treaaury'i' 

Oh, 1 am aura there hat • 

There baa not! 

There b.u. 

I am aura that whatever we bau done in pre­

paring legislation !or this bill--

Well, you aiJlpl y uked it I r ecall your atate­

lltnl eorrectlr , t hat that prhlhge ahou.ld be 

r emoved, and nothinc hu been done in the way 

ot anyone introducing legidation. You made 

no ah. tement u to whether you hue leghlation 

readJ'. 
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Q. 
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Well, I don't know what the etatu. h, but 

I u. ture it tht7 u k u• •• could get tcae­

t.b1Dg up 1D a hur17. 

1 doubt 1t the7 wlll .. x 70u. 

Well, it h up to tht Hill to draw the 

ltgialatlCI'l. 

You are not going to propou itt 

~ raoving tu: exe:aptiont for atate and 

ZIIWlicipala? 

That 1a right, . outetancUng or future iuuu. 

i 'dl1 I reo01111anded it 1n rq foru.l ttattcunt 

and I rt ooaaended 1 t 1n Cleveland 1n January. 

ht, I know that, but no l tghlatlon hat bun 

prepared b7 the Treat\U"7 Departaent. 

Well, I don 1 t know how auch •• han done in 

preparin& ltghlatlon on the whole tu: bill. 
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I don't think we ban done anrthlng other than 

juet .:r atata..nt and lll' . hill' • • !re we talking 

about the u a e thing? 

Well, there h a quutlon o! •hether you need a 

constitutional am.endaent or d mpl7 an amendamt 

of the rne.t~ue act. 



1 . 

Q. .. 
Q. 

• 14 • 

W.U, that h up to the Coca.l ttu. 

I •••• 
I aeu, •• bann 1 t changed down here. 111 

right. 

'!bank rou, lfr. SecrttarJ. 
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.. 
~. 

.. 
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!low ar e you all'! 

Very good. 

I see that you ouestion my i nter;rity fro111 

your eyes . 
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Sooe of the boys t ake it fo r granted that h 

t hei r privtleze . 1 don't cean you particularly . 

\',bAt , e xam.lning the mail on your deak? I 

ziued p&rt of this . 

No, 1 wu just coin& t o make a re:~~erk. 

Anybody wl th r eel newspaper experi once can read 

upalde down. 

You CM ' t rud l t that way, t hough, turned 

upalde down. At lent I a=! not that profident. 

t.!.r . Secretary, Senat or l'rown uid that you .,;ere 

examining and le t ting yeur at.aff l ook i ntc the 

idea of I:ef enae Ponds for overtime . 

That is r ia;ht . I said that at the hearing • 

lie ns do'fm here to see you on it, wu he? 

Alllongat other things , yea . 



Q. .. 
Q. 

.. 
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Have you anything elae to aay on the idea? 

No, I am. not r ead,y to talk about it . 

317 

is I eet it, aa a matter of principle it aeems 

like a cood idea, but rou ha:un' t worked out the 

details , it that it? 

No, I wouldn' t go that !ar. I would sim:plt 

u.y the staff is atud,ying it. I wouldn't go 

that hr. 

h it too near the enforced sa."''inca idea? 

Well , that ia one o! the things. .l!ter all, 

1! all of the overtime pay went int o some kind 

ot a Treuurr security, it would pretty well 

kill the voluntacy pla.n, so I mean when we 

cross that bridge, we have to pretty well 

t hrow up the voluntary pl an, and when I appear ed 

at some other hearing when Conereu asked me 

how loU3 did I want before I would aq it waa 

a aucceu or failure, I uid until the tirst 

ot July. &lt you take all of a man' 1 overtime 

and put it into a Federal security, he isn't 

goi ne to buy any Defense Bonds . 
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With tb r ut o! it, that 1a true. 

Not with preeent pricu. 

That ia the decision, 110 you can 1111 that I am 

not very apt to make up ltfl mind before the 

first o! July. 

lLr . Secretary, 1a there &D¥thing 70u can aq 

about 7our converaation with the Cuban Finance 

W.niater? 

No , I would call that a courteq call. 

Is there ailythlng you can give ua on tho 

objectives of the survey made by a monetary 

Comr.U.nion in Cuba and - in regard to, as I 

understand, the reorganitation or their IIOne· 

tary syatea? 

You (Shaet!er) ask ':.'bite if there 1a anything 

that he can ae.y , will you? 

l!R. SHAEFFER: Yes, air. 

H.L!.JR: \Vhether there is nn;rthing that he can aay. 

lilt. SHAEFFER: Yes, sir . 

~. Has there actually been a lo&n made to Cubo. 

recently? There has been sotte talk about that. 



H.W. JR: 

Q. .. 

.. 
Q. 

.. 
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I woul Un't want to gueu . I don ' t know. 

I thou!'Jlt maybe that wu what thia was about. 

Well, Wh.l te has bun handling it !or me, and 

you had better cheek with him and au 1l 
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there 1a IUIJ'lhing he would care to announce for 

the 1'!-eaaury. You have got to divide it up 

around here. 

I unders t ood there either wu a loan in proeeu 
or else there were credits to be aet out against 

a loan. 

There h a loan at t he Export-Impor t Bank. 

Well, I fra.n.kly don ' t know. I don' t know 

whet her Harcy has talked about i t or not. 

Do you want to sa::t an,ything about your presence 

in New York yesterday, Ur. Secretar7? 

Well, me and how ••DY other mllliona? 

Well, yours caused a little more interest . 

Did it? I thought I got &lf&7 with it. Ylllo 

aaw me? Want to trade? 

Somebody U f · 1ou. 

So I eather. Oh, I juat went up ror a look-aee . 
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Did it have anything to do with tlnanc1ng? 

Ctl, I don't want to get into i t . I wu Juat 

up on a ~ we will call it just a look-see. 

1t least I didn't han rq pic ture taken aeywa:, . 

J.ntthine d u? 

Any news on financi ng in general? 

No. 

The bill will probably be si ;:ned verr soon on 

the war powers - I mean both the war powers and 

the debt ? 

We got over, I r;e. ther , t he income tax date with­

out &Ill dioturbance in t he money urket, which 

1a t;eod . Bell did a good j ob on tha.t, with the 

help of the Federal Reserve of New York. 

The Olinese loan hasn' t been si t;ned yet, has it, 

lfr . Secretary? 

No . 

Azl¥ reason t or holdi ng it up? 

(Diacuasion off the r ecord .) 

Well, off t he record . There a.r e two reMons . 

One is , it is kind Of hard to eet COJD:11unieations 
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Q. 
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Q. 
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back and tort h, o.nd t he other reason, llr . 

Soong has been sick, I believe, and we have 

been a little dow at this end , 10 all along 

the line there baa been a little delay her e 

and with the State Department and llr. Soong. 

The Generaliaamo travelG around a bit . But 

1 don't think anybody is disturbed. 

!lot yet , but soon . 

That is ri{;ht . ·.vall, t he7 kno11' the7 can get 

the money . The7 have had the publicit7. 

( ReeW!le discussion on the r ecord . ) 
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Ur. Secretary, ho.:. the Treasury taken any action 

yet on the inter~A.aerican meeting of finance 

lrlnistere which wo.a to consider the international 

stabilization plan? 

No . That is f or the rem.indcr . A.ll r i ght? 

Thank you , llr. Secre l &r7. 

Thank you . 



Q. 

A. 

Q. 

A. 

Q. 

SECRETARY lllRGEJITH.I.U ' S PRESS 
CONFERENCE, laRCH SO, 1942. 

Did you han a pleasant ncati.on? 

Very , a good rut . 

Did you come back ahead of the snow atora? 
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1 got in this morning after it. I remember 

the !irat year when I wu i n Farm Cr edit we 

were f]J' ing back from Salt Lake and some 

people wanted to take fit'/ picture, and I was 

never ao sick i n m:y lite. We got there and 

the boy said, "I think we will wait a little 

bit . " He said, "I thi nk he is a little 

yellow. I think he is beginning to get a 

Httle pinker now. In another five minutes 

he will be all right . " I had to wait twenty 

minute s until he was satisfied with t he color 

of my akin. 

Did you bring back any news? 

No, I came back to get it. 

Did you talk to t he public about taxes? 



A. 
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.. 

Out there? 

Yea. 
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1 wouldn't talk. 

Were rou feeling the pulse? 

Oh, no, t hh waa a strict rut . No, I came 

back to get the news. 
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llr. Stcretaey, there see1111J to be considerable 

talk in some circles about the use or some or 

thh Wut Point aiher the T'reasu17 has up 

there for purpoau or critical war materials, 

in place of tin and so !orth. 

Well, I underetand that the Legal Dhillon are 

atud,ylng H, but the)' haven't given any answer . 

I don't knoll' whether they are readf, but they 

han got it under study . 

Is that any dl f hrent, air , than your statement 

sometb:.e ago that you were in !nor of selling 
it and at the proper lime you would recom:tend 

leglal a tion to JUke it poulble? 

No, l have gone .uch further than that. I 

mean, I recom=ended twice now on the Hill 

this ;year that all the silver legi alat1on be 



Q. 

Q. 

.. 
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atruck ott the bookl . 

Well, I remember that , but I •a.nt on thh 

apeoit1c problem. 
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Well, thh, as I underatand, woul d be a quutlon 

ot han we the legal r ight, to t o apeak, to 

lend the allnr ? 

Without legialatlon? 

Without legislation. that h what the7 art 

studying. 

To lend it, you aa.y? 

Yea . What t hey want it foz- , I underattlld, would 

be for purposes of replacing other meh.la with 

11lver and the t1lver could be returned. 'nlat 

1s the wa.y I understand the proposal. Tbh i a 

•.econdhand f rom me, so you had bet ter not talce 

it. 

In other words, they would take thia aih'er, and 

rou would be reiabursed with newly alned ailnr 

ptrhapa, or something else? 

Or the same siher, but you had bethr not take 

it from ae because, aa I u.y, I han only got 

it secondhand . 
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Q. 
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... 
Whom could we get it fl'om? 

I thinX you will have to wall a de.;y or two , 

Walt a bi t? 
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Until I get an opinion !roc. the Legal Section . 

Can we say that the Legal Section h etud7ing 

ltf 

Yee, ,you can . 

How much silnr h involved, sir? 

I don't know that. 

Coul d you gin us some iaea of what t7Pe of 

indust!'ial uae? It it is to be re t urned, it 

certdnl7 couldn ' t be for plating cans . 

H.M. JR: Do 70u know what it h'l 

!JR . SCHWARZ : It has to do nth. tne use of an electricd 

conducto!' in the proceasing oJ' alumin\.D , 

Q, Do you know how much is involved? 

lffi. SCH'IliP.Z: fio . 

Q, In the p!'Oc euing of alu:::~im=.. 

II.I.!. JR: Yu. 

Q, Could you state tna t a little mor e sl.mpl7 , }.!r , 

Schwart.? 
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l.IR. SCH\VlRZ : Tiley uu wtl&t they call bus bars in making 

a luminUI:l. The lilur ia a conductor in 

place of copper. 

II.M. Ja: Certainly bf Tuuday or Wednesday t11e Legal 

Di vision will have an answer u to whether 

tnh ia--

Q.. Thia comu froa VIPB? 

KR. SCKI\'.A.,-\2 : Their s uggestion . 

H.U.JR: Their suggestion 

Q.. hn ' t there enough silver , Ur . Secretarr, 

outalde of tne banda o!' the Tr easury to serve 

f or industr ial uaeo? 

ll , lo.. J ltl 

Q. 

As 1 undarata.nd 1 t , the use or silver now 

has increased so that it takes all of the 

newly mined ailver of this hc.isphere . It has 

increased eo raplaly tnat all t he newly mined 

ailnr outsiae of tne United States h now being 

used, and newly mined silver in t he United 

States we can not aell . 

Isn 't i t t rue that the Treasury is practica.Lly 

buying no fo reign ailver a t t his time? 

h far u I know. You can check that Schwarz, 

but all t ne J.lnlean , Canadian , and South 
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A.mericllll dher h goi ng into American 

industry. 

That h , t hey pa; a alight pr u.i'LI:C over your 

foreign r equirtounta . 

That h r ight . 
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That 1a t hir ty-five a.nd uventy- one, h n' t lt? 

Thirty-five and a quar ter, I think, 

Is t.~at your price or t he i ndus t r ial price? 

I thought it waa the tnirty-!he even. 

Plus a quarter of a percent f ee or bandllng 

charge? 

It tha t your price or the induatrlll price? 

Our pri ce . 

Thirty- the and a quarter? 

.lod I don ' t know what Handy and HaM:Ion •a price 

ia, but it ia uaua J..l7 a little higher. 

Ia t hat domes tic seven ty-one plus? 

Yea, but that la not - that ia what we pay 

for the newly •ined. 

llr. Secrebl7, there h a lot ~:~or-e gold in 

stock t h&n there 11 silver. Can that be 

turned to any war uae t oo? 
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Not that 1 have heard ot. 

has the war in gene ral a !tee ted our sold 

holdings in any particular way? 

"all, onl7 that as the war continues I think 
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the gold mining ind,atry, unde:· preaent prioo•i ti es, 

'fl'ill have dlCCi culty in mining. They have got 

to get Cyna.ai te and at eel and so fo rth and ao 

on, and as I under1la:u! it, they have got a 

nry lor. priorit7, ao that the7 will hue to, 

u long as the prlorl ties are u they ara·-

It doesn ' t effect the onetary policy particu-

1 .rly though, dou it? 

Not at all . 

i..aven' t u Ulph eold reserves? 

knple • 

I a it over a hundred percent? 

Uh, )les, a.a.ple . 

nill that effect the - our purchase o! toreie;n 

gold in the routine way? 

No. Always remembering that the Treasury s t ays 



Q. 

A. 
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on a twenty- tour hour buts. 

But t hia do:nutlc 1ituaiion wouldn ' t in ltult 

affect t he tor etgn t ituation? 

?\o, lt would not. 
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l a J'"nico sellinc any silver under the agree­

ment signed sever al mont hs ago wl th t he Treuur:y? 

Schurz will find out and let you know within 

the hour . I don ' t thlnk ao, but you find out, 

Sch'A"arz . 

. ~h. s.;h"~ : I believe it i s all gt~1ng into the marke t but 

u wtll check . 

Q. 

A. 

Q. 

1 don ' t t hink we hne hen bu,ying an1 foreign 

silver . It all fOil for industrial Ule in the 

Un\ted :>tates . 

Aa 1 recall it , kexico hailed that with great 

joy. J think the amount ns up t.o eix r:Ullion 

otmces a l:l.onth. 

Well , this increue in industrill use for 

a\lver you lligbt aay has al.Aost been ove~· 

nit:ht . 

I aee . 
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The agree:uent gina :~.exieo a back-atop any 

way, doesn't it, tt the industrial uses ahould 

decline? 

They would fall back on us , yes . 

It puts a floor on it. 

That is right . 
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u . !)ecr~tary, I didn ' t quite get your point 

about the priorities on gol d •ining . 1 t.UUI:le 

that ~r.eana that other metals are IILOre l•portant 

to mine , chroae and so fo rth . 

Again, my infOI'II'Ation ia fi'Om the newspaper s , 

and I ta..:e it for gr ant ed it i a correct . I 

have seen that gol d !:lining m&cbinery and ao 

forth baa no priorit ies or a very low one and 

co;per and zinc and other :Jtetala have cot a 

high one. 

It sounds logical . 

I think so . All right ? 

Do you have any neu about financing? 

Uo , v.e have been working this afternoon, and 

we will be workin(; in t he next day or two and 



Q. 

.l. 
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we will have •oatet.hlnc at t he end of the 

week. 

Thank 70u, lb-. Secretary . 

Thank 70u • 
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I aaw Wr . Foley here . I thought perhapa you 

had a let;al opinion on your ailur question . 

You will have to be a littl e patient yet. Our 

financing was very well received . The various 

aecuri ty de alert did an exceptionall;r cood 

job of' contacting businesses . They aeemed 

to enjoy doing Lt . That is about dl I have 

got to volunteer. 

Would that indicate that you are golna; to have • 

uperir:ent on some other o!ferin&a, an)' other 

t~es of offerings, hp i u uea and ao fo rth? 

It ia within the realm of possibi 11. l)' . 1 t is 

perfectly possibl e . 

Perfectly possibl e what, air? 

That we micht try toae other kind ot i uues . 

itbere ia '"ick ? 

hbat other kinds are there? 

Vrhere is liick? 

having a couple of days off, Mr . Secretary . 

He is up in New York . 
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He tallced as t hough he ·na i n the A.'t'TJY or 

under t he gr ound, one or t he other, 

He is getting awfully close to 1. t . 

Did I mlsa a ~ueationY 
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11 there anything new on tuea, Mr . Secretary~ 

Only what I read in the papers . 

How do you feel , ai r , about theae llmi tationa 

ideas? V:ould you rather throw them in the 

wastebasket? 

Oh, I wouldn' t say that , but 1 think that the 

Trcuury ' a position is cl ear in the tax blll. 

That is the one that the \,ays and Means is 

now conductlng hearings on. 

You don't think this Uai.tation bill is 

necessary, then? 

i'.ell, 1 think one good tax bill is about all 

we need . I think it will take car-e of excess 

profits it they pass it the way the Tr easur y 

reco~:~:nended it, 

The Secr etary of the Tr easury of Costa kiea 
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La in town, I believe . Has he come t o 

ue you ye t!> 

Mot yet . 

l ho t he Peruvian , 1 believe , i e coming 

here this week aometlme . Do you have an 

engagement m t h him yet ? 

No . 

Do you know ot any particular proble11a 

coDing up with either or those two people? 

Not as far as n are concerned. 

You wi 11 see t hem U t hey want to come here , 

1 suppose . 

I will be very glad to . 

h there anythinc doin; recently in the field 

of inter national dollar in thla he•isphere 

t ha t has been talked about f rom time to 

time? 

too, not since the censor killed ,v ator;y. 

r.hat have you done to hiD. in the meantime? 

Nothing • 
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You havs our per11iuton to do anything you 

wa.nt . 
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No, I hne got nothing very exciting to talk 

about. 

He tinallJ let that alory go through though, 

didn't he? 

MR. SClfiiARTt : A little bit later . 

li. t! . JR : 111 n cht? 

Q. Thank you , air. 
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'Ibere are some stor ies, Ur . Secretary, that 

the A.dJliniltration is considering a substantial 

increase in the tax progru. Can you co!llllent 

on it? 

\Yell, what ' s -his- name , Shaeffer, tipped me off . 

The only story I know, and I ta.ke it you are 

reterrinp- to the story in the New York Ti::D.es-­

.lmon- others. 

ParJon? 

I like the New York Times, but I can ' t ainele 

~haa out . 

It h the only one I can see. 'i'hia aa1s 

Henderson i s discuaslne it with Secretary 

l!or,,enthau and l.;o.rriner Eccles . 

Is that true , sir? 

Is he discussinrr it? 

With you? 

','~bat? 

An increase in the tax prOI;l'!lln, 

I am not &ei nb to coa:nent . 
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Well , asi de from t he s tory or &llJ' other s t ory, 

will you comment , Jlr , Secretary, on 'llhether or 

not the l dminletration is eonslder in& a sub· 

atantial increase in the ta.x program? 

No. 

That means no co::unont or no consideration? 

l•o eoonent . 

Has the Treasury got an anti- inflationary plan 

that 1s better than &1\Y or the other plans beine; 

put forward , Jlr . Secret&rj" ? 

Again, no coJ:l."llent . 

Does that mean that you are sticking with your 

present procru that you have before Conereu, 

regardless? That is , that is still the only 

progra.m? 

Uo, I t~ean I am not - on the record, atter all, 

untll - the amount to be r-aised naa set in the 

President 1 s budget, and until there 11 a public 

announcement b7 the President that the amount 

of noney to be raised is changed, I am not 

coing; to make any eotnen t on it. ·~·ie haven • t 
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recei ved~any instruotlons in the Tr eaaury that 

the amount should be changed . 

You lle&n--

Fro!ll the President. 

Has the Pruldent asked t he Treuur7, however, 

to study suppl emental anti-inflati onary measures? 

I am not golne beyond that statement. That is 

all I can helr 7ou on this morning. 

You wouldn ' t like t o U1 for backy.round , llr . 

Secretary, that you favor an over - all price 

increase wher o lJr . Henderson would rather pass 

the buck and h.o.ve More taxes? 

No, I am not r.o tn-; to sa1 anythln: on the r ecord 

or off the record or behind the record. 

Can you state of your own opinion , llr . Secretary , 

whether you think that the tax bill 1s adequat e 

to meet the i nflationary problem? 

No, I am not coinz to say that . You see, it 

haptens to be r:q responsibility and it I sat 

something, then I only say it offic1all.f . Other 

officials can make com:nents on it without a..ny 
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responsiblllty-. Thi s happen:. to be the r e­

sponsibility that the Preaident has charged me 

with, so having uid the statement that the 

azoun t to be ral sed was in his bud~e t aeuage , 

and I ha.ve r eceived no other i nstructions to 

the contrary, as of today thoae are the facts . 

A.re other people outside of the Trea.sury also 

working on that problem? 

Well , you know that better than 1 do . 

ilould you like to aay anything about inflation, 

whether it is proceeding or checked? 

I rcfel' you, if you are not too bored , to rey 

Boston speech of Soptember 10 which la alill 

good . If you hnen't .rot a copy of it, we will 

be glad to furnish you with one . 

or what , si r? 

J.tr speech in Boston on Septelllher l. If you 

huen't got a copy or it , I will be Ytr"/ glad 

to furnish the pres a roo~:~. with a copy of it . 

Il still makes good reading. 
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Was it prophetic::? 

Read it. It lD vary lnterestinf;. I r ead it 

;yeaterday . 

For the tirst time , Kr. Secreb.J7? (Laughter) 

For the first time in senral months . Seeing 

a ll the discussion which is going on , I wondered 

it I had over looked the question of inflation 

and 1 found that 1 hadn't . 

}.{r . Secrehrj, J,Lr , Crowley made a atronv talk i n 

Wisconsin about--

You ( ~aetrer) mi(')ll send one down . I don' t 

auppose they will l ook at it , but we .will y,o 

throu(;h the motions . 

JLr . Crodey talked about bank reserves and 

particularly bank re:serve buildin& due to the 

heavy deposits . i'la.a that a policy also of the 

Treasury or did you get together on that or 

&nythin or that nature? 

~lell , he might have go t together on it with the 

Conptroller or Ur . Bell . He didn' t with me, but 

H is good doctri ne . I 8.!11 for iL. But he 
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per fecll.J well •irht have discuued 1t with 

either the Comptroller or I.tr. Bell. 
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llr . Secretaq , there h a bro-man Cuban economi c 

mhalon in t own who have had quite acae doinga with 

i'larren Lee Pleraon , and I wonder if the;y are 

co;nlng onr t o aee you before t hey go home? 

Would you enlarge on •acme doln~s• ? 

Well, twen t:jr- ! iYe 'lillian . That ain 't hay, u 

ther aay . ( Lauchter ) 

No, we on]Jr - we are i n the borrowinv buslnua 

a.nd not i n the lending business . 

Well, you are also in t he aereement bu.sinus, 

U:- . Secret a!'y . 

Well, the 'rreuur)' has a repr esentative on the 

Export- I t:po!'t Bank . 'Ne lr7 to keep up that 11a1 

with what the7 are doi n;;. 

But have you seen or are you goi np,- to see either 

of these gentlemen? 

Cb, they Cfl.!lle to see me a couple of week a ago . 

They haven' t. been back since? 

tio, b\lt they have been in touch with Dr . i'tnlt. 

r li;bt along . They hne been i n touch with him . 



Q. .. 
~· 

.. 

~· 
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He looks after those thinll's for ne , and they 

did call on me , three of them, as a matter of 

!act. There were thr ee that called on me . 

J,laybe I llliued ona . 

You must have • 

34 2 

Apropos of borr011lng and lendln; , .Lr. Secr-etary, 

how about England ' s balance of pa:naenta? Since 

the lou of Mal&1& that has been attected , and 

I thi nk fOu ada! tted once befo:oe that--

Well, we are watching H, and they are all right . 

They have rot ample dollar s with which to do 

bu.dne u at the present time . We won' t let 

the;:o. run out of dollars in any way that would 

interfere with the war etfort . 

(Discussion off the record . ) 

!'hey will like that stateoent on the other side . 

( ReaUIIe dlacuulon on the record .} 

That 1s off the r ecord . '!be last remark la 

off the record, including Time . What ebe? 

Thank you, lir . Secr e tary . 



Q. .. 
Q. .. 
Q. 

.. 
Q. 

.. 

Q. 

SECRETARY »JRGENTK&U'S 
~HESS CONFERENCE 

J.prll 16, l\~44: 

What can you tell us about taxu? 

Nothin& • 

What can you tell us about forced suinge? 

I a.ca not interested . 

Still not l nteruted? 

You a re not inttruted? 

No • 

Are you atlll waiting for that July 1 date 

to coce up to ue how the bonds go? 

Well, we are going thil morning, for about 

ten alnutu before the ·fays and Mean. Co11111l t tee 

to gin a demonstration of what Gonrnaent and 

labor and industf")' can do together in the WI.J 

o! volunteer u vlnga. Tnfr' r cp reaentati us 

of the union and Gene ral ilotor s are to be 

there t o erphln i t to the cocr.ti t tee. 

Is t hat part of the explanation on your duk 

there? 
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Which? 

Th.\1 chart and ptcture here. 

No, that h the price of Government bonds • 

Wr. Secrehr7, the reports from the Hlll indicate, 

at leaat allege, that you have infol'llled url oua 

people up there that t his or that or aoa other 

part ot the 10- called inflation program will or 

will not be adopted. Can you let ua in? 

That h what the Pr esident calla a double "It" 

quut.lon . 

1 r ealtze t hat. 

I want to let JOU know 1 realize it too . No , 

I have set certain rules for myaelt which, u 

70u know, in the put I hue llved up to. I 

certainly hnen' t talked to any meabera of the 

pre sa. 

Well, that l a why I lnqui red. 

You haven ' t hurd that I have been talking to 

the preu? 

No, not to the preaa . That is why 1 u uklng 

that you do talk t o the prua. 
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No, I han got nothing to say on that quuUon . 

Will that i nl'Oln Prelident Roosevelt ' • menage, 

or the e:rpected mesuge? 

You bad better uk Wr. Stephen Earl y that . 

They won 't let me in onr there . 

They won't ? 

Wr. SecrehJ7, before the House Banking Cotc.lttee 

you were on recor d aa !uor i.ng that partlcular 

price control bill and lt h general commn 

knowledge t hat we are going to have an all-over 

freezing order of some type or other. kave you 

changed your own opinlon as to freezing n gu 

an'd all the various thi ngs that. go into the 

p'rice ai tuatl on? 

I haven ' t changed since rrq testimony on the -

I think lt waa the Houae, wasn 't itY 

Yes, that is right. 

No, I haven't changed since then . 

Not since "-arch 3? 

What happened itarch 3? 

You testified up there. 



.. 
Q. 

.. 
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That wu the tu bHl. 

No, lt wu laet tall, wun•t itt 

Yea, lut fall. 
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1e there any pouiblllty that the Adalniltratlon 

changed while J OU weren ' t l ooking? 

Wall, I wl1l put it the other way. lt .Ught 

per fectly well nne changed while 1 wu looking. 

(Laughter) 

W\5. KLOTZ : That it very good. 

H.ll . JR: 

Q. .. 
Q. 

1 hope 1 am like the kitten . I have got my 

eyea open anyway . 

Wr. SecretarJ, have JOU bad~~ 

1 will say t hie much: I have been doi ng a lot 

of looking the J.ut ten daya . 

The reuon I asked all these quutiona, Mr. 

Secretary, is frankly, the co..on report around 

town ia that you are holding out againat 

'f'i r t ually the rut of the Cablnat on ao:ae of 

theae propoaitlona, 10 it becottea a queatloJ 

of while tbla or that peraon may have aome 
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Tiewpolat, wha t 11 the Mmln1atratlon Yitw­

polnt? 

I han hurd the ume report , Mr. Sec retary. 

Ia that ao? 

(1.aughtlr) 
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Well, one thing, talking for myuif, that I nner 

forget, il that after all, I am just a hired 

man and there il no question of holding out. 

So are the others , kr , Secretacy. 

Some of them. forge t it . 

Do you have a COIIliDtnt on the Nicaragua finance 

miniatcy here in town'i' 

Eicuse ae. Just one llinute . There i s no uu 

trying to spar. 1 aa not c~ner enough or 

anything alae. 1 mean, this is something that 

the President of tbe United States himself i s 

going t.o decide when he is good and ready. ~ow, 

I suppose - this is off the record . 

(Diacuu l on off tile record. ) 
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I don't know how many people ' a advice he hu 

asked. I llD one or them. Now, wt\Ue the 

President has got thla thing under conalderation, 

I tor one , u not willing to talk about what 

· either l told hill or about what J think he 

Ia going to do, and all I can tell yo\.1 h 

that as far as the Treasur-y Ia conceMled, 

we wlll have to Ju•t be guided by what we do. 

Certainly I wouldn 't be going up on the hill 

putting on a dnonatratlon for volunteer u v­

lnga If I didn ' t think that i t Is • hat the 

t'relldent wants . There Is no quution of my · 

holding out bee~~ouae, after all, the Pruident says 

at Cabinet meeting•, Vihat do you think, henry?• 

ind 1 aay so, and then !.t is up to him to deetae. 

Just t he way l am the head of the Treasury and 

I can ask my nine-thirty group, "Gentlemen, 

what do you think?" And then tt ls up to 

me to decide the queation . &tr. Bell, or 

Wr. Foley. or Mr. White e1.n ' t hold out on 

me 1.n,y II)Ore than I ean on the i'realdent. 

(Ruu..me discussion on thf reeord.) 



·--------------.. 
Q. 

A. 

Q. 

A. 

Q. 

- 7 -

Well, it h a little different than that , 

Undoubtedly the Preal dent h the chit! execu­

the and can gin orders to the J.l .. bera of 

bia Cabinet aa well u to other o!!lclah, 
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but he mar choose to try to reconcile whatever 

di!!erencea might nht in order to avoid iuu-

lng orders . 

Well, this ia aac:~ething - there ia enough in 

the papers from his own press confuencea to 

show that he 1a studying the ma.tter. He said 

Yes . "\ 

And when h~ia readJ', he will talk about it . 

lVhy the sudden concern, ){r , Secretary, about 

inflation? From July to January, 1942, they 

were holding hearings up on the Hill on the 

price control bill . There were comprOIIllaea;!or 

one thing on ceilince on all prices; aecondly, 

they had labor with no control over wages , a.nd 

everybody named to be going along very happily, 

and the President in January iuued hie 1.\ldget 

.L!euaee, and it all uet:~ed very ros)'· ; and here 
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it il early in April and everybody in the 

Administration auddanl7 geh concerned about 

intla.tion. 

3!:0 

Well , thh thing it in the Pruident ' a la.p, and 

when he is good and ready", he will t ell J OU and 

the r u t of t he hundred and t hirty-fi ve million 

people a.bout it . In the ceant1..1u, u far as I 

am concerned, I can't help you. 

Q. Jlr. Secretary, ;you did CL&ke one rather positive 

A. 

Q. 

.. 
Q. 

statement I wouid like to be sure of. You said 

that you wouldn 1 t be going up on the Kill to 

give this de:nonstration or the ceri ta o! voluntary 

aaving if you didn 't believe the Pruident favor ed 

that cethod. 

I didn ' t say that . 

Was that on the record? 

That is the ny I understood it . 

I didn 't say tha.t . I add I wouldn't be &Oing 

up a.nd givi n& this dcon:stra.tion o! the volunteer 

m.ethod or savings u.niesa I telt--

The thout;ht was, wasn ' t it1 alr1 tha.t you still 

bdlned as you ha.d--
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No • 

Let him tell it. 

Let me get thh thing. Well, I will put it 

tbh way . I wouldn' t go up toda7 and put on 

thh dm~.on atration for volunteer anin.ga unleu 

I thought I wu i n tune wi th the President on 

lhia. 

Unless what, sir? 

I as in tune with the President on thla . N0w, 

1 will take your queation . 

J.ly question waa , h there any cc:mment on Doctor 

Sanchez ' Nicaraguan financial cinion here in town? 

fine ;you had any negotia tiona wi tb the~~? 

No, but I will han them. ask Doctor i''h.ite f or 

you. Whatner it h , lt haan ' t got to me; but 

1f the re is a0111e newe in it, we will get it for you . 

&U-. Secretary, the Ruuians have de11onatrated bow 

you can hurdle the oppoai tion to a lotter:y, and 

at. the sa.oe time please everybody . They issued 

a new t)'pe of security. Half of t he laaue would 

go at two percent for t wen ty year caturity. The 
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other half, i u t ead o! coupons you get cha.ncu 

on a na.tlonal lottecy every year. 

I will come back to you i n a minute . I showed 

t hla thing that I am doi ng on t he Hill t oday -

I showed it t o the Pr eaident yesterda,Y, and he 

liked it. 

That is on the r ecor d? 

This t hing that we a re going to do up here . 

A. a I under stand , lilr. Secret e.ry, ;you ha.ve sCIII.t 
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General llot ora people t o explain how the deduc­

tion plana work in there . 

A.nd r epresentatives of the union . It is a joint 

GoveMU:lent- le.bor-ca.n&&ecent proposal on volunteer 

with a capital •v• pay- roll deduction plan. 

That is UA.W, isn ' t it? 

Yes, that h the bulk of it.. llr. Walter Reuther 

lfill be there repr esenting the two hundred thou­

sand empl oyeea i n General J.!otora and somebody 

else . Now, U:r , G1•egory. 

I just thought I would point that out to you , 

That is all right. (Laughter) 

Will you conaidtr that eong your new !inancial 
pl ana? 
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I have got to d t down and t alk it over 

with Ni ck first . (Laughter} I will uy this , 

it certainl y has • well , I won 1 t . (Laughter) 
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SECI<I:TART IIOIUlENTHAU' S 
PkESS CONFERDICE 

Aprll 20 , 1942 

Befo re we get down to business, }!r. Secretary, 
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1 wonder if you would do so:z:ethlng, su lf your 

War Savings Dhislon would let the press room 

ln on secrete? I don't know, we don ' t seem t o 

get their more important roele.ues . 

So~:e of the rel eases--

It ls an absurd and sl11! thin&. \ould you 

look into it please? 

Sure . 

They c ocll in twt1 or three days late, sozceth:es . 

Yts , they are ;naro~ed for release on April 8 , 

and the; cou in on the 12tb. 

iell, the re are t wo men over there . 

'!'hl.s very important announcement you =ade yester ­

day still hun ' t appeared In the rresa rooa. 

l'ha• t hey did , they sent it to our offices 

~ut lt crea tes a llttle confusion there in 

that ou r offices wlll uk us atotot it then 



.. 
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and we don' t !mow anything about l t, and that 

ia what they do. 
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From your ttandpo\ nt that is a "ry unutia· 

fac to!")' method beeaust ln a large ofti.ee a 

releaae like that \ s nr')' apt to be overlooked. 

They get thousands of them. 

t wi 11 hue toaebody come down thla afternoon 

and see you fellows, either Callahan or Gllchri at . 

MR . SCHWAIU : McCar ty ·a on the press. Gilchrist i s radio. 

h . W.JR' 

Q. .. 
Q. .. 

Q. 

.. 

J.!cCarty? One or tne other. 

'l.ell , we ought to have eomo diplomatic relations . 

We will hue more than that. We will hove them 

cbm.e down. 'ii.ll you bo1s be there for another 

hour? 

Some ot ue wi.&.l. 

J will hue them co1111 down. Thank you tor telling 

me about lt . You have rendered me a se rvice . 

We will fix it up thle afternoon. 1 thank you. 

Kr . Secretar)', I hear that you ere going to be 

on the air next Thursday on some quota stuff, 

That is right.. .Ul I can talk ie • just o(f the 



~. 
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record ..... 

(DI.Icussion off the record. ) 

¥.'e are getting ready to launch the quotas 

Tburada1 night . I o:tly sent out telegru.s 

to people that I wanted to join me Saturda1 

and I haven ' t had a ch&nce to hear from them 

yet, but just as aoon as the thing ia jelled 

we '11'111 let the Treasury press NOll in !lrst, 

but we are launching 1 t then for the preu 

and for Friday morning release all over the 

country, The various state quotu by Uay. 

I f you will walt , now, until we have aomething 

a ll t tle bit e10re definite, but we wi 11 gl ve 
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i l to you soll:l!l lillie Thursday foro Friday morning. 

(Resume discussion on the I"ecord . ) 

Ur. ~ecretary, in connection wlth that request 

for the early figures , last Friday, I asked 

the office ovtr' there for figures on the 

nut:ber of employees who weN~ participallng 

in the voluntary plan , and they gave me thoae 

figures u of January 28, and I mderatand t hat 
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ther e are later rigurea ttan that. 

Well, \ n =3 teatimonJ Thursday--
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Well, 1 wun't up on the Hill, and I asked t hem 

and they gave me thou !igurea. 

But 1 teati!itd Thuraday on the KUl and 111 testi­

mony wu t hat there were fifty-four t houtand con­

cern• employing twent1 ali lion people . It waa 

juat under twenty million. Moa t of the papers 

carried t hat Friday aorning. 

Well, I didn ' t see it , but that it another little 

bit of not being brought up to date from over 

there . I called up Friday and aaked thea and 

t hey gave me thls big sheet of the JMuary 28 

iuue of elnen miU·on e:~~ployeu , I bellne, 

partic ipating l.n nine thousand plants , or aOite­

thJng like that . 

7hat is •here you got thou flguru . 

That is right. l got 1 t from the official 

d r cular which they put out . 
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\\'ell , mo1l of the up- to- date papers carried 

it on Fridq . (La\J6hler) 

I see , llr. Secretar7. 

I u. eor17 it didn't get a.round to rou bJ 

Sundll.l'· 

Well , aa a matter ot !&et, it lan ' t QY fau1t . 

I think it la the fault of the Defense Savin£• 

DiYlalon . 

Really? 

I think so, yu,air. We won ' t argue a tout it . 

1 meant the War Savings Diviaion. 

I don't know what paper you read, but aost of 

the good papei'l had it Friday morning. 
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Well , I read the New York Daily news . (Laughter) 

Jdr. Secretary, just for information--

Kaybe that ia the trc:u.ble. 

Wr. Secretary, just for- -

It hu the largut circulation , sir . 

Just for informati.on, l.[r . Secretary, about those 

quotu , lut year when this thing started didn't 
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you aay that there would be no quotaa? 

That h right . We weren't at war . 'fo'e are 

at war now. I do a lot of things different. 

lf I' could kind ot Jog along u 1 like • I 

add it ta like taking a t rotting horu going 

around the track Just exerc taing, but now we 

have got to clock hi:~ . 

But you are still going to call the:a Defense 

Bonds? 

Oh, no, t hey are \'oa r ilonds . 

1 have been u·sy for two or t hr ee conferences 

and am probabl y behind on t hat. Is there an 

official announcement? 
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~. Secretary, •hen was the official announce· 

ment made that they wer e changed to \\ar Benda'? 

About two weeki ago? 

There never Wll S an an ... ouncement. 

A. Chick? 

MR. SCHWAk.Z : "e told the boys l.t was changed about two weeks 

&go . You weren't here . It was l.n all the good 

papers . 

lhat else? 
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Got any more complaints? I like them. 

Yea , I have got another one , 

Good, l et's hue it. 
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I remember your telling me that there wun 't 

going to be any natlone.l quota on theae things 

and now -you are going to have state quotas. 

Won' t they sum up to a nati onal quota? 

We are not only going to have alate quotas, 

we are goin&" to han countr quotu . 

All the more e:~~phuit . 

That is right , we are , 

And there will be a national quota? 

Oh, yes, by month. 

Ten percent o! pa:yro1la ? 

That is r ight.. 

Payrolls are estimated this year at about 

eighty billion dollars . 

Not only pa;yrolh, all lncot:".e . 

All incoce is utl•l\ted at abGut one hundred 

sevent een bi!llon . 
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V.'ell--

Then the nati onal quota will be ten percent 

ot that? 
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A. Ten percent of wha.t people receive in earnings . 

Q. 

A. 

~. 

A. 

About a bilHon dollars a month . Does that 

add up about right? 

Yea air. I Just nnted to get it otticlally . 

We will have the quotas by st ates . 

You say a bUllon dollars a month? 

That is what we - am I shooting ahead now? 

'llhat did they aay? 

UR. SCHWARZ : A billion dollars a month. 

H.!A.JR: We hope to u e rage a billion dollars a month 

beginning wl.lb Jul y . 

Q. 

A. 

Adjus t.ed tor uuonal nriations , as the 

econoais ts u;r? In other words, it will be 

mora than a billion some months and leu ln 

others? 

i\ell , what we are aiming to do is begin with 

the new fiscal year, s tarting July 1, to 

averabe for the succeeding twelve ClOntha a 
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billion dollar• a 110ntb. 

•r. Secretary, some of t he people who fnor 

t he compulsory aystem, are ob j ec t t ng to th Ia 

proposed campaign on t he g rounds th11.t 1t 

might involve serious coercion. W\11 you 

cement on that7 

Well , l will just repeat what I said on the 

Hill , there wi ll be no coercion tro:a here 

because 1 bel teve in the volunteer ayateiD 

with a big "V", and I read in some column, 
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1 don't know where , they said the only good 

arguments in favor of it was that it wu both 

.A.mertcan and Democratic , Well, fro:~ my stand· 

point thou are the best a rguments lh!!l I know. 

Well , of course , ilr. Secretary, you have no 

control of the corc::nittee members . 

That ls ri ght. 

. i 

I 

I 

l 
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Q. Aa I recall , one o! the principal obJeetiona 

that you raised a year ago lfas, uy a fe lJow 

has a Ge l':!lan or Italian na:ne living In the 
I 

neighbor hood, and the conml ttee man u:ya , 

"Look, this f e llow here, he is of I tall an 

birth, anC look at this f e llow here who 

hun 1 t got an It all an or Gernan aoundi ng 

naml! . d.e bun ' t co:ne up to his quota . • 

That is what you 'Ktnted to avoid a year ago, 

and 1 think you wUl get into the sa:ne troublea 

again . 

' 

' i 
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flow, let me go on tor background, aee . Let 

me take a couple ot minu tu to expla ln whAt is 

i n I!!J' !:l.ind. I can say here that 1 wouldn' t be 

1tarting this thing Thursday night and ner:r­

thing else it it wun' t what the President 

wanted . As you know - I will come t o your 

quution in a minute . 'lbere are mUllens or 
people, your frienda , JOUr wives, your deters 

and brothers, who aay, •..-fuat can we do to 

help?• I don ' t i:no'.1 how mn,y tlmea that 

question has been uked . Right no; other 

than goine i n the Arrtr;~ and Navy or working in 

a ~unitions plant , there isn' t anything to do. 

You can roll bandages or learn how to do first 

aid , take your twenty leasons and then ;rou are 

throug~. . \'lhat do :you do? You become a n a.l r 

raid warden and so forth . There are literally 

m.illions o! people in this country who want to 

do SOCI.ethin"'. 'ihe7 are burning up to do so~e-

thlnP". We have got lhe job in lhia country, 
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lf it takes a year or a year and a hd!, ot 

careful ly training to teach the aoldler:~ to 

go in and kill aomebod.y on the - you have got 

to go ahead and teach thla ciYilian population 

that they nnt to go out and win. 'nlere is 
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no vehicle . OCD hu no vehicle. They have got 

all these millions of people and they han got 

no vehicle . Now, we have the only vehicle at 

present that the Federal Gonrment has aot 

and th&t is to ylve these people a chance to 

go out both to buy and to sell and to got them 

excited about thl a thing. This man wrote this 

letter, Wl'Ote that he is sick and tired of hear­

in~ about the blue birds over the white cliffs 

ot Dover . He nld,"To hell with that ." What 

he wants to hear about i s the vultures over 

Pearl Harbor. It ia thi s thing that we are 

t rying to do to vet this country ... d enougb. so 

that we will go out and win. Now, there is no 

other nhicle. Now, we have got it and the 

President wants us to do it, and sixty per cent 
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of the reason that I want to do thia thing ia 

to get over aomet hl ng to the publ1 o through 

the preas and the radio and t o g1ve the people 

an opportunl t7 to do something, let them feel 

that they ar e doing ao:nething. !low, in this 

t hing there will be excenes . As far as I hear 

t hem I will go at them mysel!, i f there are 

ueeuu, to atop them, but let ' s say that there 

1s one one- hundredth o! a percent excuses in 

ao:ne places, but, on the other hand, let ' a say 

that this campaign in the next two or three 

caonths of getting this country ::-.aC abou t this 

war 1a auccesstul. Well then, the lew excesses 

we ar e very sorr1 about but we can ' t help it if 

ao:::ebod,y gets overenthusiutic. Now, you can' t 

do this thi np. Ther e isn ' t any other vehi cl e in 

thh town . ILacl,. ish can have the mo3t magnificent 

ideu but he has got nobody to carry- them out , 

and Lowell Uellett u:r want to get thh across 

or so:tebody else mAJ' want t o, but how a.re you 

goi ng to ge t this thi ng across . How are you 
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going to get the people to hel that they are 

actually contrlbuUnp: something ? \Ye think we 

have r ot it . Now, just to tell the people -
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we have got two- thirds of all the people that 

earn money in the United Sta tea now i n tlra class 

that have the pay-roll deduction . It won ' t be 

very long before we have a hundred percent. 

But we have never told thee how mch. !low, we 

are tellinr- thett. And particularly the unions . 

'!'he unions have been perfectly swell about this 

thing. It ia the unions who want the volunteer 

plan u against the forced :sa.vinga, and they are 

very proud o! what they have done. They have 

dor.e a perfect - I ::can , .'"Oin~ back to when I 

I'" .sat in the back row of the CIO Union 11'\ Pontiac 

and listened to these people for two hours 

discuss llJ:lOnr-st themselves , these shc.p stenr ds, 

whr they should deduct so 01ch fre!ll their pa7, 

tro:D U.at da7 on 1 hue been convinced that 

this was the wa; to do lt. Now, I u willing 

to risk - take the risk that we get it , and if 

I 
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we get it i n the nut two or t hree months, with 

the help of you people and an i ntelligent preu , 

we can ge t thla atocy over and ge t the people 

exci,ted about this war, I think we are goi ng to 

go soma pl ace , and agai n maybe I :shouldn' t say 

this, but t he Preal dent said to me, •Hanr7, 70u 

and I a r e the onl¥ people that understand this 

t hinG. • We han tried to explain 1l over and 

over ayain to the people in town, and I know 

them and t hey a.r e fr iends of mine, but they don ' t 

think thla 1s the way- to do it . Well , t he Preai· 

dent does, and I do , and as l ong aa he thinks 1t 

is the m.7 to do it , I am r>Oin~ to go to town on 

it. h I sa7, 1t 70u could see the - how proud 

these workere are - and you ~ th:-out:h the planta, 

&DJ' of the plants. They have rot all their own 

sims up. I n other word:s , you can' t win this 

war u.n l eas the people who do the work at the 

lathe want to do it . You can have all the lne 

and dl the edicts i n the Uni ted States telHng 

you to do this and do this a.nd you can do the 

ny they do the worker s i n Ger ll!&I\7 where they take 
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awar a halt dou n dlrterent things out ot your 

pay and they won ' t ge t the production unleu 

the people re&ll.J' ws.n t to put their c:uaclea and 

•inda into thia thing. now, .. to lh!lation, 

when we tapped tho thing at t he pay roll and 

get the people to put lhh 111oney in , that is 

~lng to take care of this thlnp aa tar aa the 

actual t:oney , but I can' t take care ot the thing 

unless Henderson coves at the st:~e Ume and puts 

a price limit on, unleaa A.griculture puts on a 

price lim.l t, and unleaa Donald Nelson uys, 

"Well , you can ' t produce any more ice boxes and 

radios and auto:aobiles and tires:and so forth 

and so on. !low, once he stops it, t he same 

thing will happen that has happened in £nyland . 

The people have got the money. They can't bu.v 

any goods because they &r'e controlled - what 

happens? They have no trouble. They can to out 

and borrow two billion dollar' as they did last 

week. There h no other place for the money to 

fO · But they are dol nP: it - their forced savings 

are practically nothin:r. The bulk o! their 
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money they get on the vol unteer basis . It I 

llllll lucky enough thr ough doing t nh thing the 

hard way and dol ng what I call the - I am 

aerioua now - the .lJlerlcan way and the de:oeratic 

wq and get this thing acr oss, I think 1 will 

be rendering a real eervice to Df1 country and 

that is all I am here for . I have got only one 

interest in lite . I want to win thla war. 

);ow, an,ythlng that I can do to uke the people 

who have got to work, the working man and woaan, 

to lllftke them f eel that this 1 s the way they would 

like to do it - now you rentlecen , thla lady 

here, you go home ton.lrht and you decide , talk­

lnr. around the table , "Well , I am p:oint to 

deduct so much, " and you have a heated argument , 

and you say , "Can 1 or can' t I ? I have got t o 

bu,y one less su i t"or."' have got to go to the 

aovlu once l ua often, I will have to save on 

telephone calls," or "I won' t take this trip 

because 1 want to buy this bond, " and you oo it 

and you come to your own decision, that very 
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thing that you a.re deciding tonight ia terribly 

important u compared to - I can go to Conr reu 

tomorrow and ae.y, " I am going to take aome ot 

it from you . " Ju5t apply it to :youraelf . Now, 

that la the thing, gentlemen, and I say , 1 

wouldn' t dream ot doing this thing it the Presi­

dent wasn' t behind me . Now, he hu weighed the 

thing carefully, he hu asked me to atart 

'nlursday night , this is what he wants . .h far 

as we can, tappin': the mone7 at the source where 

the people get lt, wo ar-e going to do it , 

and if the other agencies in town will do 

their bit , we will be able to get a ceiling on 

prices, but we can ' t do it alone aey more than 

Henderson can do 1 t alone or any more than Ur. 

Nelson can do it or Wr. Wickard . The7 have 

all got to move . If they will each do their 

part , then we can get a ceiling on prices. 

Now that is m,y story . 

Jt i:J a good story. 
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Well, t hat ia ey at.or:y . And loclc, t1:1e ushst 

thing in the y;orla la to give in t.o t.hh crowd 

1Lnd say, "O. K. , g:ents, have it your way . • 

J:r . Secretary, wouldn' t co::1pulsorJ' se.vin&s 

defeat ita or.n rurpose? 

Well, th&t is nhat. the Pr-esident and I have 

beon trj'ing t o toll these people, it you have 

eo:npuhory u vinga, the volunteer thtnfi, falls , 

becauu certainly H .. e take ten percent ott 

your pay chec~, you will say, ,...,,61, that is 

what the Goverru:.ent u;.ts is enou;h. I I.Q not 

iOlnt; to give thu any ::ore . They sal d, ten 

r e rcent, and 11' l:leJ wartt ~~:ore , let th~ coa.ce 

it fifteen or twenty; but if Con~·ress uys it 

l a ten, or !!or~entha.u says te:., • excuu il.e 

!or o ;:::.lnuh , you w:ll Uj', "'•!ell, to hell 

r;it~ him. He ou.:;ht to \cnor; wi.at hh business 

ia . ':'1'h,r &ee:m ' t he tell us? ! a.:. r.~t g,oint; 
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to ive b.:_ &.'17 ;;.:re . • It is just l •• e d.i.!!'ere.:1ce . 

yo"J have r;ot to do t..la and t.,ls s-. d t:lis b7 

edict . Nor. , I don ' t thin~ tr.at ie w~at the 
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1c.srican pubJ.ic wante . 

I was lhinkin.; ot public resentment &bSinst 

euch a move . IL h pretty stt·on&• 

Well , I think there )'I'Ould be, and certainly 

everythlns: that has cooe a cross my des:C ao far 
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d th the exception of a half a dozen brain trusters 

in this town, every~ ody that ! have tal iced to is 

foro this t:'lin&, everybo.i,;, ; and as I 11&7
1 

I have 

yet to !ind a Y.ordnt; :;an or TO<Ca. who .oean ' t 

'J.L"l. t it tnis 701./ r-ather than to b.ve lhu aa;; 
1 

r.hen you bO at the and of i.o.e .. eek that tne 

Con~!'eu bu ordered that ten percent be t&ken 

fro::1 :,roar check, 

l'fell , :.:r-. Secretar,~, tr.e7 tell :e tnat Detroit 

is a "aide oren tot.:l &ll.l :oney is flowb; , and 

peo;h a:oe IIFend.L.g 1t ll:Ce dnmice Ulhra. 

Kow, il :1oesn ' t loo:C as if t::e7 are p: tt~ng 

euou,;b .c.oney aside over there . Thou 1'•ho l ne 

t;ottan jobs and ue wor:Ci::; i:l deianse plan:.s . 

I unC.erstand t:ut aoz:.e o~ the >tozo.r:er"n thue 

h.e.va ~one 30 !u u to bO to tne bank• to bor"ro• 

::o:-.ey to ;a; t~P:r tuu, dup!te the !act t.".at 
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they are enjoying the greatest prosperity since 

1929 . That may be an isolated cue, but ther e 

h a point there . 

Well, Hick, I greatly question tne a tate:::.ent • 

It you said to c e, •J.!r , Uorgenthau, I aaw tho 

wl th tJ.Y 0\1Jl eyes ," I would believe y.,u; but 

what I called in the last World War the twenty­

!ive-dolle. r - silk- snlrt e ra, : have yet to !'ind 

any C~X::J:Wl!. ty that ~•u it , r:ile :-e the c e;l are 

buyirig htenty-Iive doJ.lar silk solrta t he wey 

they did during tne laat ','lodd ~:nr, a..;,d 1 keep 

asking and asdnb and udng, and they tell ::!e 

it isn't sQ.. Nor. , it you Ca•:e t;ot. aoc:ebody t..-.at 

you :-ely on--

1 talked 7>~ th n e .. sf&per men w:.o had batn ou in 

Oetr-oi t and wno hat. been through these war ple.nta. 

\'1ell , I kee: uicin.;: - r.e keep askin.; both 

J.griculture e.r.d i:endersor. ' s outfit it tl:ere is 

ati.:J extn.va~t sper.dlng, anO: t.:l.e;r te.l zte not. 

Noll', tl.ere roar be isola l ed eases, but - let's 

aay that you are rit;ht. I sLill Muld do il 

~ v.e.y, becauu a ~;red deal of our copy is 

going to be directed tonre., " It l a cart to 
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aave. 11 A gr eat deal ot our copy 1a going to 

be directed that way. We will try to 111t the 

ptople t o aee the ll(;ht . You may be r ight , 
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but I have a:soc:ed &b&in and again 11' that 1a ao, 

and I illlve been told not, but I will ask at;ain. 

~. • Did j'OU see thoae SEC figures on t he acoWll o! 

money apent on auto:~~obiles ana. conau::er goods , 

two and a hal!--

Q. 

A. 

"-• .. 
~-

.. 

But, hO'J,' old were tnose tigu.re s? 

For the l as t quarter o! ' 41? 

And since then you can 't buy an aut cr.obile . 

I Clean, when did t hey atop it? They ;;;uat ha.ve 

atopped it around the !lrat ot Janu&rJ. It 

waa after January, ~asn ' t it? 

Arou.'ld the f irst o! February . 

Yea . Those figure:~ could very well be ao at 

t hat U:..e . 

Do you lhlnic, J.rr . Sacretarj·, tnat a;;ong those 

l h.int;a the other asenclu should do - would be 

a certain II.Ilount or rationing? I notice '!r. 

WilHac Green of the .AF of L !avor/J it , 

Well, o! courae, I don ' l want to be accused o! 

doing what other people - t ellin&: other people 
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how to do t hei r bulineas, but they don ' t 

hesitate to h ll me how t o do mine. I per­

sonally think that - I have s&id ao publicly -

that the quicker we go to over -all rationing 

the oet ter ; &nd then rich and poor get an even 

break . 

Mr . Sec retary, before we have--

But tbh ia all background , I ao sUll on 

backcround, but I d1d t.e.nt a chance to tell my 

side of the story, because I liDI not going ott 

the deep end unless I have pretty tlr:~~. convlc ­

t.lons , and unleu I wu confident that t he 

Presirlent and I saw q e to eye on this t hing. 

You mean this ia ott the record, sir? 

Up to now, be.ckgroWld. 

By backgr ound you tr.ean using it without attribut­

ing, is that the idea? Vvbat do you mean by 

background? It 1s important tl:&t we not mis­

understand . 

Well, I we.s telllnt: you all this stuff to guide 

you it you nnted to tirl le a a t ory on ·1 t , but 

not to quote me on this thin£. 
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Well, we can uy that ls t he Treasury poai tlon? 

That h all right . That is on the r ecord. 

In order to get a little clearer picture, llr . 

Secretary, you say tnla will be state by state 

a.nd county by count 7'? 

Yea . 

You wlll have a larne maber of people working 

u volunteers t o sell thes e bonds. Have you 

any estir:.at.e aa to the total? 

There ought to be several =.illion . 

Several million worker11? 

Yea , volunteer worker&. 

There are about ten thousand counties, u en ' t 

there? 

Thirty- two hundred. 

\/ell , will you have score boards and the usual 

displays and that sort of thing? 

Yes . If you haven ' t seen tnls, you c&n t&ke 

1 L dor.n to tne prus room, Thh 11 uniqtte in 

the hhtory of Con&reu: . They r eprinted tt:at 

whole display of the General !!otors thing in 

the Cocn.i ttee Report . 
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Wu t h&t on the record that you are going t o 

set t hese quotas Thul•l!day night? 

It will be ready !or Friday moMling, yea • 

I mean , t bet are goi ng to. 

'!ea • 

I didn ' t. qui t e understand what you said about 

wsge ceili ngs . 

I didn' t sey anything about wage ceilings . 

V.ell, when you were tallcint; about.­

Nobod)' aaked me that • 
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In your dis-ousalon you wer e explaining how people 

bought these bonds under t nls program, and i t 

would t ake cu e o! a cer tain amoWlt of the 

purchuin& power, and then inflation could be 

licked it there r.as a price ceiling, and you 

aaid aocetning about wages . 

flo , I didn ' t uy wages , I add if everybody 

would do his job and H Henderson and Wickard 

and Nehon a.nd myself all worked to&:elher, 

which we ar-e t r ylnt: to do on tttis tr.ing, I 

aaid I think t hat r;e will be able to cat a 

ceiling on pric es. 

Oh, I t hougnt you said wages ~ 
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No • 

You said wages , Mr . Secretary, 

Sneral of us heard it wages . 

Well, I am nine ty percent sure I said prices. 

I meant prices anpray. 

Can you t ell us what :your at t itude h tor.ard 

wage controls . 

Yes . It ia just the same as IA'1 teat on the 
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price bHl . I wu opposed to a ceiling on wages. 

Wr. Secretary--

! mean, I haven' t chans ed since then . 

Llr. Secr ete.f'y, one other phase on Defen5e 

or \'iar Bonds, are you elvin& any conaidere.tlon 

to rede.:~~ption after the •ar, a change in the 

rei;Ulations so lney could be redeemed after 

the r.ar rather than ninety days or it they have 

to turn the.m in? There was some talk on the 

Hill this moming, BOlte of them said they thought 

they had you convinced . 

llo, [ don ' t enn know that anybody hu brought 

it up to me her e at the Treasury. Are ll'e all 

together norl? 

Ur. Secretary, do you think--

I 
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J.re ,;e all tosether nofll 

Yea , 

Do you think that H the meaau:•ea thai. :you hau 

been talking about work out, that wages will 

stabilize thGaelvea? 

I think it tht>lle lhinca happen, that the coat 

of living can be atabiliud; and I think 1t the 

coat or liTinG is alabilhed, wages will follow 

You mean by themselves? 

That la rtnat I think. 

That is on the record, llr . Secretary? 

Tha.t is on the record . 

Now, there ia one other question . 

Thia hn 'l new, you know. I have said l bil 

before . It is only ner. because .it is bot now 

and it r.aan' l so hot in Novellber . 

In reference to your stateoent in favor ot 

over-all rationlne:;, il baa been reported that 

the Treasury Deparlcent has proposed a ration­

ing of expend! lures instead of a rationint; o! 

t;ooda, 

I 
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That 1.9 somebody el ae ' a r esponsibility, and I 

don ' t want. to £1!1l int o that on the record. I 

lllean, that ia up to llr . llenderaon . It. 1a up 

to him to decide . he h.u e;:ot to m.ake bla or.n 

r ecOIII:llendationa . What he and I argue ao out 

privately is one lnint;, &nd t hen r(hal he re­

cOtD.ends to the Preddent or say::~ publicly, 

that is his roea~ond bility. 

The only t hin& h that. the OPA h acculing you 

of caking such a auggution as an altern& the 

to rationing . I \hou~;ht this wu a e;ood 

opportunity for you t o thrar. that back it you 

nnled to. 

roo, I r...ave never done 1 t, and I think i!' you 

r,o over tnere tou w~ll see their Le:::~perature 

has fallen quite a lot . 

J.:r . Secretuy, you did say on the record that 

the quic£e;- roe go to over-all rationini, U:e 

be~ter? I think that is wt.at you said . You 

said just a fer. ::tinutes at;o- -
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Yea, I still t .. ink that we will have to cOCle to 

overo-e.ll :-atlonlng. 
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But you are talking of ratlonlnc~-

0! prices . 

You are talkint; about rationir:c the available 

supplies or ~ods . 

Yes, sure . 

Well , there is a proposal in the works about 

ra tloning or exr~ndi tures . 

\'. ell, that is acmet..in,. else at:;ain. 

ind the Trea.aury ia be!n, e:-edited with the 

augt)eatlon by the OPA. . 

Well , you go back to your source . 
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Just to be sure about this one tnln,. , ;;ou!' ah.te­

::-.ent on rationlna; h on the recorO.? ... can 

attribute tha! to rou? 

llo, that is part of the backsrour.d • 

i'oell , he just said that we could . I u.~deratood 

you to Sflj", ::r . Secretary, that you :O..d publicly 

stated that you cer-e i:J !&\"Or o! ovu·-all 

No, as far u I rce;ni·er - let ' a t;et - the 

atu1'f which is o:-. lna record to be attributed 

to c e persona.lly ia - because I cean, Idon ' l r.ant 

to - u are goln& out for a billion dollu• 1. 

1 
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month on the averabe begtnnin& "1 th the 

t1ret of July and !or Friday rooming papers 

we wlll have atah quotas as tor each state, 

and then shortl7 after that by countiu, and 

all the r est or the stu!! that I have said her o 

h tor background . 

Includint; the fact thttt you will have uevern.l 

.c.illion workers? That is on t~e record? 

Well, you nad better keep it o!t. 

'i'hl.nk you, l!r . Secretarl' . 
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Llr. Secretary, in all this discussion about 

freezi ng prices, how about putting a low 

leul on the atoelc. market and keeping lt 

at that ? 

That il a good idea . 
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I have so.u aecurillea in coffee and sugar, but 

noboC.y worries about ucuritlu. 

You mean put. 11. floor under it? 

That is right, don ' t. let them go down any 

furthe r . 

I will suuest that to the President. 

think it wt.ll be very popular for the lower 

third. 

ls that on the recor d? 

Yes . {Laut;hter) 

Mr . Secretary, about a year ago--

1 won ' t mention hla name , but this Congrus~an 

who voted again1t me on Donald Duck, somebody 

thought 1 t wu quite lmporh.nt , and asked 
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him. -wl17 did you l'Ote against Donald Duck? 

You YOt ed for hlm ln the collllll.ttee . " lie uld , 

..--1\'ell, 1 was scared with the cupalgn thls tlll 

that I would gel up and talk and aomebodr ln the 

back of the roo:~ would z;e t up and say, '~ack, 

quack , ' and how would 1 answer?" 

llr . ::ie~:retary, about a year ago you proposed 

that--

It ia silly. 

\'.'ell , !. t is a true story. ll is that kind of 

thtng that. lost \u t he vote . 

!bout a year ago you proposed a one tlundred 

percent tu: on ucess pi"'fl ts over six per­

cent. Do you still £uor that? 

Lilt!n, £;ants , we are nry rapidly approaching 

the time , accordinG to the newspapers , that. a 

ll&ll is going to m&kt a speech. .Ul 1 know is 

tObat I see in the papers . 

b.la office said that , very soon. 

ill right . Then to make 11 r~ easier for me fo r 
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the next fi ve mi ?ules, I at11 no't.·solng t o 

a:uwer ert.y leading quutlona which might 

poulbly be diacuu ed by the President. 

Well, you have tne prl Ytlege , or couru, ot 

not a.nawer ing, but l t hu been reported in 

the press that that proposal has been revived 

a!ter t L had apparently been doMDant enr 

a!. nee you first aentloned it. 

Wall, Cecll Dickson dld t hat stoJy . 

Yes . 

Well, I m serious now, l u. no t going to 

talk a l'!'! Ul taxes or anythlne; now that a.ight 

be a aubJect that he aUght discuss . In other 

words , r:(l attitude today il like on the ne 

ot a budget muaage . I talked plenty Monday, 

Monday? 

Lut Jlonday I h..iked. 

Oh, I thought you said you .ould talk plent1 

Monday. 

No, 1 talked plentyltonday. 
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Can ' t. you suggea; some 1ubjeeh of converutlon 

on which you would be wUHng to L alk? 

No, u a matter o! hct. , 1 even thought I should 

call ll orr this •ornlng, but 1 tho!,.f;hl it would 

be a pl easure to aee all your bright young r...cea . 

Yr . Secr etary, we have received for re~ease 

t.o•orrow 1110rning afhr your radio ad.dreu the 

quotas of the c~t~palgn . For our infonul1on, 

to use at such ti111e as l t 1 s released , j ust 

how nre the quotas derl nd fro:n those average 

sales figures? Are they a percentage or aomew 

thing? 

They are based on the: average sales Iince the 

flrat of .Kay. 

But are they some pe1·centage of that? 

Well, 1 mean , they t.ook what the average of the 

ulu wer-t from the tirat of ta.y, and then 

liaply mathe:::.at.\cally applied that by statu 

to what we needed. 

The quota ia the average for each shte'l The 

quota lo the aver age nlu foro each month 1\nce 
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the !\ r at of May, sir? 

No, 1t h based on the average • 
-' 

I n wahl way? 

Well, let' s aa:r 1! N .. York state p roduced 

t wentr pe rcent of all rennue s i nce the tlrt l 

of last L!.ay , and we want ed s i x hundr ed milli on 

dollar s , in this coming ~y they woul d t ake 

twenty ptrcent. , or New York s tate would produce 

a hundred and t wenty llillion dollara. 

V.1 th some adjustment. • ada in cues where 

s ome s tate wa:s perhaps higher or l ower than 

might be not"mal. 

'rbt:-e might have been, but when they br oUibl 

t t to se tbe gener al r-ule applied t hat way. 

In other ii"Ords, you took a quota and add 

that thls slate in the past has contributed 

such and such a percenta.e;e of the total , 

therefore , n want them to gi ve that aame 

percentage ot lne quota'i 

Tha t ls right. 'Ihere may have been exceptions . 
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I don't know of any, but tha t is the way they 

arri nd at it. · 

An7 new tlnanci nz i n tight, Yr . Secre l&rJ'l 

No. \,e wlll do a fi nanci ng in JU:¥. l n 

~Kay we will defini lely do a financing . 

Can you gl. ve us lUI)' idea of how murh you 

expect t o borrow per 1110nl h i n the capital 

markets, that· is , outside of Defense donds? 

There have been speculati ons of as high as 

three billion dolhrs a mont h . 

Well, these ligures, these eat.l mat.es we get 
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on production, they keep changing all the t.ime, 

so reall7 ot her than to figure betnen now 

and the fi r st of Jul7 - that is about as far 

u we can go . I wUl give you a figur e next 

week for the rest of thie fiscal year , but they 

keep changing them. on us all the lime . There 

ian' t 11Uch use of goinb IIKire than two or three 

aont.hs ahead . We gel the rte:urea from hthon ' s 

shop through Stacy 1.!4y and t he tiguru keep 

changing aU the time , 
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When will your ac!dru• be rudy, Kr . Secretary? 

It ought t o bf ready ahortly after lunch. Wine 

is finished . It 1s the rut of this 3tuff that 

I think is what you 'fiM l. 

Y.lll you encOW'age thee to try to make £OOd 

on what tr.ey ought to do in the way or tllu? 

1111 you encourt6 e them to speed it up? 

Speed up .-bat ? 

Furnishlrl(; u.s the copies. 

Ob, sure. 'iob en would 101.1 ll.ke t o have them? 

NoY., 

Well, you uid shortl:y after• lunch. That ttiOuld 

be nry flne . 

i'ell, I don ' t. au why you aho\Ud.n ' t have lht::~. 

by three o ' clock. 

it'ell, we often think the sue thin& and then 

maybe they CO!Ile out at nine o ' clock in the 

evening . 

Co~:e out ~ no . 

I don ' t mean tbia particular thing . 
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lnll t tille . 1 can' t pro=lse you deti nitelJ 

now, but I wll~ say ahort.ly after lW'Ich. 

\'/ould you d.o aOCJotbing about Foreie;n Funda 

Control tettin& things out early in:~tee.d of 

nine o ' clock at night . 

Yes. 
Because not only is it difticult !or ua, but 

the etories miu their aitniticance . 

I know, and they mlu their early editlona , 

They elsa the lo.te ones often and just don' t 

get anything. 

You didn ' t bat any play at all on that laat 

Foreit;:n Funda thin(,, because of the time il 

c&.I:t.e out . 

I see ;; ert York ran ~ t on tne haaia of the 

stat.e:.entt1 received at the Federal Reserve 

3nnk of Nen York. 

I will send for the:n ae aoon as you boys go . 

Did Callahan ' a boys ecce over? 

Yes, sir. 
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llr. Secretary, do you know whether thla releue 

on your 3peech h golng to contain &l le ut 

the highlights of the remainder of the progre? 

1 really don' t know. 1 was highly pleased that 

mine waa: finished yesterde.y. I don ' t know 

about--

Can you find out about that , Chick? 

Silver ought to ba an innocuous subject. line 

you delivered that ailnr that the A.lumi.nll:l 

people wan ted? 

No . 

Well , there ·us a atory yesterday about ghlng 

a larger a.~~~ount of silver to the ~>ew York 

State Power Authority to build thls Jauena 

po"Ker line . I think lt was ao•thlng like a 

hundred and tnnty-alx thousand pounds a 

week . \',bat 1 would Hke to know, is that 

silver being sold to the s~at.e AJt.hori ty and 

under what authority are you giving it to them . 

Let a:e just. check m,yulf, but 1 tblnlc it i s 

hung up. I think ll is hun£ up with the 
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Governp.ent corporallon that. la tlnancin& 

the. 

(The Secretat')' held a. tolephone conversation 

wllh ~. Har1•y \';hi t o. ) 

It is hunt; up behloen Defense P1a.nt and with 

\'t'PB, 

I heard up on the Hill, Ur. Secretary, that 

you were- -

T,IJlt is where it h hun£ up. 

\'j'ha.t do you mean by, "hung up"? 

\'/ell , t hey don' t - I don1t knoVI1 iL is a 

question or approvinc it. 

In other r;ord8 , you are ready to deliver it? 

I thout;bt the wr.ole tl.ing r.as settled . I 

thought the wnole t in, nat settled, and 

393 

then along cCI:les Defer.se Pla.nt and the question 

about the risk and '' .o is goin& to indet:nify 

the=J. and all tho rut of that stuff, and I 

thour;nt 1 t r;na all settled and all cleared . 
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Jones o.t;aln . (Laughter) 

But I thoubht. the ;1nole thinr; r.a:~ settled , 

but it iBn ' l , and his people are all there 

and evet-;rtt.in~ e .... se, and u far as I knew, 

it. r.u all settled. I didn' t break t e story 

oritinally, but the;,r bro;ce it t:uch too early; 

and ther\ tor;." tl.i:.n&~ent , Defense Plant 

Corporation felt ltat they h&Ul ' t ransea. on 

1 t and so !orth ar.d .so o: , so r wrote tb01:1 

both a letter, Defente ?la.,t ar:.d .. :r. tOelaon, 

and told theo tht;r had better tight lt out. 

3~4 

I 
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Could Ml have a copy o! that letter? 

llo. 

They sale! doTm in f1'PB about ten daya ago, J.:r . 

SocJ•oh.ry, that as far• e.s they t1ore conee:•nod 

1t r;u all settled, and tner had gone ahead 
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and made contracts for tne fabrication or ailnr . 

i7ell, aa Car as we are concerned, on l be bull 

o! - ~· hllr)'tra ar:d everybody else gave it to 

~:e , and they went over it very caz·efullf, and 

we ::a.de 1 t onr, Then alonr: now cot:ea De!enae 

Plant and t he quution of what hapt·eno in 

case t.he ailve:• ia t~lolen ; and 11:1 ilelaon uyo, 

"Holl are you &olnr; to steal it with tnirty 

million kilowatts coing through one of thou 

bars?• How are yolO coin& to a leal i l? liehon 

said, "::ow are you goin& to steal it'l" I don ' t 

kno'l1 how tr.e;,· are goin& to steal it , but there 

it is hung up in the Defense Plant Cor~·oration , 

To what acency, J.!r . Secretary, is Ua1 Treasury 

looking for lndemnlflce.tion in cue of loss? 

Or Qo ;ou juat aasu::~e they did lose iL? 

(Laucr.ter) 

I 
I 
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No, we are accountable !or it . Well , ! don' t 

want to call acaln, but you (SchY<arz) check 

that . Find out t o whCD do we look t.o ba 

lndcnlfied, will ;you? hk Pole)'. 

Is the Altl.7oimc Cocpany of America auppoeed to 

gel all of t his silver you are turnlnc: loose, 

air? 
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Again, ask Foley that, Chicle . I thbk it was 

auppoaed to 60 Into a plant . The plant is 

there , so to speak, waitinc . Il la either that 
or copper, 

I was thinkln:; or when tne Aluminw:~ COi:l.rany 

na prosecuted as an &!lli- t'rul!lt . It they t:e t 

all t!lis silver, the7 will be prosecuted !or 

that . 

1'/ell, on be ol.:or hand, there is a bi • hunk 

ot copper that could be goinb into cartridges, 

and the7 s:t around there ar6Uin& about lt. 

Couldn ' t l~U &lu Ul that letter, L:r. Secretary? 

I think it r.ould be - it would Dl&ke a good atorr. 

Well, off the record 
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(Dhcuuion orr the record . ) 

Eneybody ia.jw:tplng on Jones, and I don ' t 

want to be a party to 1 t , I am perfectly 

willing to fight Jonu when he h popular 

and on lop o! the heap, and I don ' l nant to 

fit:hl hill non . I c.ean, when he h on top ot 
the heap I enjoy havln& a fi ght with hUn 1! 

it ia inporta.nt, but not no<t. I me&n , he 

has worked. hAN!, and I don ' t n.nl to Join 

the pack. 

(rteauz:te ~iscu::alon on the l"ecoN.. ) 

J,(r , Secretary , acme ol' the so-called silver 

Senatore :say that Cr. t'hlte or acmebody in 
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the Treuury is druinb up proposed legisl.e.llon 

eo that you ce.n reaHy se,l the silver and ~et. 

out froc. underneath any liability tor i t. 

l'ie are working on SCI!Ie silnr legislation . 

Do you tnin:.C that mi~ht be the "out" on whether 

it mi f:ht i;Ol sold? 

attorneys ani tho Attorney Genel'l.l pauea. on 

it . I passed on the tiling. We r.ore under the 
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distinct impreulon that De!ense Plant people -

they had three of thel r people al t around, and 

ther lcner. all about it, and toe tbou&ht they were 

•atlafled. Then wher. it got down to transferring 

1 t , they seced to be dlnatle!ied. 

h t here about a billion ounces involved? 

Somebody said - what 1.u it- -

A bwtdred and tnenty- ::h: thouund - I think 

1t 1s pt'.rt of tt:e \\eat Point stocks . 

A. Fir:d out, Chick. 

!B. SClr.'.J.itZ : It is a 11 tlle under a billion , 

Q. 

ll . l.':. J ... : 

Q. 

A • .. 

~r. Secretary, what are some of the other points 

in tnh silver legislation •~ch you are drattin,-? 

V/ell , you will ha.ve to be a little patient. I 

huen ' t seen it qaelf . 

l.ir . Secretary, ian ' t the legislation-­

! l.aven ' t seen it my a elf . 

Oh, I see. 

hn.'t the legialatlon denlr;ned to c.alce poasible 

lou!nt the rnonetar; silver as 'iiell as lhe free 

silver? 

No, I mean, I think at the rate of the increase 

or silver for industrial uses, it ouc-ht to be 

I 
I 

I 
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pouible to sell .American U.S. A. mined d lver 

to industrial uaero, which we can ' t do, unless 

a can wants to pay seventy- one cents , and he 

ia not going to do t hat u long aa be can buy 

in llexico for thirty- five cents . Now one of 
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t r.o things ia gain& to happen . The~· will begin 

to c<npet e !or it ~tnd adve tne price up, or 

they will cet Canadian silver , and that isn' t 

golnr; to get tha &llj more. It is Juat going 

to puah it up on a scarcity n:a.r;eet, or we ought 

to be able to let theo buy dooeatic silver -

I r.Ul £0 out on the end of a Hob - they 

ou~nt to be able to bu1 at the w~rld carlcet 

price . 

Do you t:link thlrt,. - five cents ia a !air ::t.arke t 

price? 

You know how I feel. 

In ot~er .. rds, repeal t:.e daceatic ailur 

le;isla~lon'? 

You .:nor. ~ow I !eel. I r.ouJ.d s trike it all . 

\.'P~ , for exo.:arh, has bnt>red the u.h >1! oachin­

ery and exploalvea to sllver_minaa , o:o they are 
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puttinc 1l on a Yal""J low priority so i t h 

having t he sw=e er eel, and they are trying 
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to force d!ver aa subsidiary metal to the 

mining of more alrategic uterials llke corper, 

and so torth . 

Thh would be a i;OOd time to stri.(e all the 

silver legillatlon o~! troe boou. It no1, h.rt.a 

c1rea.~ industr:al use . Let t e reo: le une it. 

r:Je have it. , and ever;; ounce o! silver r.e can 

use ::eanu there le one tiO!'e ounce or corr.er• to 

go into a cartriCt;e . 

l!r . Zecreta.:-;.r, do you t.ue an;, lC.ec·-

t:e h!,vtr. ' t Jtl cotten to silver bullet:! . I 

Just o;;r..ntec. to ·et lr.at over, 

!.!r . Sec:oe~uy, do ~·ou tave art;' iE.ea of hot. t.\i.ch 

o! l.!:e coo;;.ullc aih:er is >tined u a by· rroducl 

or tnln£11 like copper and zinc? 

No, but a1,y of tt.at atu!f that you r.ant , r.e have 

a beauti!'~l librar~·, and it is at your service. 

It t:.aa been r.y ic:resaion that one o! the 

ar~enta o! lt.e a! her peopAe hr.s been n.at 

that 1a •. here 1. grea~ Ceal of 1t c&:oe fro::. 
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(Olacuuion ort the record. ) 

1'iell, the ar{;UQenlG that they uud to use in the 

good old dnys of Key Plt tr.uut, Cod l'eat. hh aoul, 

I rc.ean, a lot of t hose artu=~enh - re:::laber we 

started with the &!'i;UI:Ienh- -

Chlnese rell ef . 

We started with Chinese coolie lab?r - this 1a 

all otr t::e recorC - low- cost labor wu entl rely 

responsibh for loYHlOtt. silver, and iL tumed 

the pNce rlor.n . It turned out that China never 

exported a pound of cop1 er in ita llfe. J. lot 

of 1t h Juat goesip. And lher. when t hey uld 

there r;ere h.o hundred fif ty thousand people 

e::.rloyed in tl::e silver c.ir.e!, th.e beat r;e could 

ever find \,o.& eight thousand. 

I nouL like to u;c you a quutlon on t:.e record. 

You will t;et ce started on t.~ia ~~.lnt; . 

(:tesllr.le dhcussion on tile record} 

It the T!'euury were to sell ita silver at the 

world aar;cet price today, ho'li cuch would the 

lou be? 

Well, 1 r.a~n ' t recomcending lhl.t. I r.r.s recom­

mending that industrial users be pen:tltted to 
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bu,y newly t~~. ined s i lver? 

Yes, air , but not Tr euury stock? 

No, J 1Ht. t n ' l speaking of ? r easury s t oci( , of 

nanl y oir.eJ silver , see . I nean, that h U.ere , 

e.."'.d nerJ' roWtd t:.a t they can bOt ia a subat1t ute 

to:- oorper-. 

:.::-. Secret& I ')', are ll.e., probi bite~ no• lrOOil 

bu.yln;>: it? 

It h t..e aa.r.e aa prohibited, because the7 can ' t 

bu7 iL unless U:ey pay above sevent y- one cents, 

and tr.e;- ar not t;oin .. to do 1 t waen they can 

buy it at 'l.il'l,-f!."<·e cents . Bu~ lf it keeps 

u~ at t e rate of SO\'ent;·-one contt , bare y;-111 

be a tqueete, and il v.ill drive t .. e rr~ce of 

siher ; ln;.t so !'ar !:exico &nd Car.ada !-.ave .:-la7ed 

ball r.i t. .. us, &."'.:! tnere iu:.s bee:: no equee;;;e 

l!r. Secretary, do you think that thirty- five 

cents ia a falr worlcl :::.arkot p·lce for silver? 

':'he r.orld ~rleet price is set b., tr.e Ttorld 

::arlcol . 

O!t no, "r. Se~retar7, you aet t!:e woriC. prices. 
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i'lell, I am getting a little silver iuue, too . 

Th.at l.s literdl;y true, isn't it? 

Well, I ao r.ot going to answer thie question, 

that ·is all. O.K. ? 

Th&J.k you :O:r . Secretary. 
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J,Lr , Secretary, can you yive us a derlnltlon of 

excess protlta, according to the President' s 

augr,eatlon? 
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I haven' t got hie menage . Didn ' t he u:k Congress 

to do that? 

Well, you usually help Congress on tax bllla or 

try to . 

!{ow is 70ur time to speak freely, Ur . Secretary . 

The c:tessa.ge is out. 

Well , fra.nklj , .)'OW" definition at one time wu 

an,ythinY over six fercent. Does that still hold? 

lrly definition ls up there with ttJ;f written racom­

:nenda.tion when I appeared . 

You are not fipuring on changing your r acom.:.enda­

tion? 

Well, r:v reeomendallon and w~atever interpreta-

tlon lb- . Paul faYt to it . He went up there with 

a reco!lllllandation on excess profi ta and 1t still 

1lMds. 

It is that L:arch 3 r eco11111endation? 
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Tea . 

h h.r as the detlni tlon 1s concerned, tha.t left 

1t where it waa in last fear ' a l.&w and juat 

changed the tu r a.tea , 

Does that mean, air, that the Treuur:y-­

Can you tell u~ how it cha.nged them? 

Well , if you want 1 t technically--

lio, we don ' t want it technically. We want a 

co::zmon- sense explana lion . 

Well , 1t you want to ?tt in on thh thing, I 

had better have Paul cooe in . 

O.K. 

Do you want Paul to come in? 

Yea. 

Before he co:~tea in, how about the llorgenthau 

six-percent proposal? 

Well, that waa superseded by '14'1 reco:n:..endationa 

when I went up on the Hill. 

In other words, u tar as you know, that is not 

what the President wu talkin~ about? 

i'lell , the proposal that I made on the Hill on 

excess profih, I wu Ye:"f much disappointed . 
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They never asked me about m;y stx percent , but 

the one we sugguted produced coneiderable .tDOl't 

revenue than rq original six percent. 

Than the hundred percent on all over dt. percent 

1 nvo 1 ted capital? 

The sug&estion I C~a.de, whatever the df.J' wu that 

I went up on the 11111--

Uarch 3. 

l think that 1 can check it with Paul , and it 

would have produced about five hundred million 

dollars more mone1 than my original six-percent 

plan. It woul d produce a bout - 1 had itallr-ead;; , 

all 'l:l'itten out , and I was terr-iblJ disappointed 

when they didn' t ask me . 

Is that five hundred llillion? 

As I remecber H . I will check it. 

Wait & minute , air, I wun ' t here at the tice, 

nas that six percent - a hund!-ed percent-or all 

over six percent of invested capital , w:u that 

the proposal that has been superseded? 

I will ho.ve to look it up. There hue been so 

lll&fiJ' interpretationt~ on that . ~ printed testi­

moey h availllble to you, and I don' l want to 
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ad lib on 1t . He will furnish you with a cop7 

or m::t printed testimony. 

Any thing on silver, lLr . Secretary? 

!lo • 

JLr , Secretary, do you expect to help Conl"rtss 

to utabllah the hrenty- !ive thou~and dollar 

salar1 or i ncome limitation? 

Oh, our motto ia , tto,ve aim to please. • 

Olr . !tandolph Paul entered the conference . ) 

Paul , they were uklng me some questions , and they 

said they wanted a co:nmon sense explanation, 

I ~ant tor you . 

O.K. 

Ckl.e thing I said, they were a:sAin~ me about m:; 

dx percent , and 1 said, u I remeaberod it, the 

reco:m~endatlon thAt we presented on the Hlll on 

Uarch 3 on exceaa profits would have produced 

about five hundred million dollars mo:"e than ~ 

original Zlix- percent plan. 

That ia right . I u not sure of tho exact five 

hundred llllllion dollars, but it is a substantial 

nWII.ber or aillion . 
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h that right? 

111.at 1a right . 
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And then they aeked me tor a definition of IIY 

six percent, and I referred theaa to m3 teall ­

•ony which I will uke available to them i n the 

pri nted copy . I add I couldn' t ad lib it . So 

I Just wa.nt you to know mtat I have said. We 

will give the11 the. t.estimon;:r . fjow--

That l.s laat tall ' .s tutizao1l.)'you are referring 

to, sir? 

You mean before the Bankina and Currency? 

Yes . 

Jir , Paul, the quaation is , what in alaple la.n"U.a;~e 

is the Treasury definition of excess profits? 

Wa7 I just - I utd our rosi tion waa just the 

aame as when we went up on the Hill before the 

Ways and Jlea.ns. Now, you can explain that. 

And you want a simple definition of exceu protih? 

Yes . 

Well, u.nder our proposal excess pro!i ta, in very 

ai:nph terms, would be tho.:;e profi ta :nade by a 

concern in addl tion to the income credil or the 
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invested capital cr edit . The income cr-edit is 

ninety- five percent of the earnin~• of tho 

corporation for tho pre-war period, ' 36 to '39 . 

Inc1ualve? 

' 36 to ' 39 inclusive . Thoro are variations of 

that , but th&t. is aubatantlall;r the simple 

statement of it. Tho other- is oir.ht percent of 

tho invested capital e:reopt where rou ht.n r.oro 

than live IILillion and there it h anon percent. 

Uow, tho corporation hu ita choice , and anythinr: 

above two leveh , naturally the hir,hor of the 

l evels will be chosen, ia excess earnings . 

:low doe.s that dotinition differ !ro:a last year ' s . 

It doesn ' t dlr!er at all . 

The Secr etary said 1 t differed , 

Not on the definition or e:rcesa profits . 

\Yhat is that? 

De tint t ion of excess protl ts . 

We don ' t differ from last year. We differ - we 

ralu the rates , bu~ we don't chanr,e the defini­

tlon of excess profits . 
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The proposal of how we get the excesa proflta la 

dlfterent, isn ' t it? 

How we get the11? 

How we get thee , yes, and we have changed the 

rates . 

How we ret a.t them, yes. 11\e Secretary is 

referring to what we do to the.::~~, but the defi­

nition of thea: ia not different. 

flo , we are togt!ther. 

In the ll titt of &tr . !tooanelt ' s ~t~~uare, h the 

Treuur;r goinv to raise their r ates on excess 

profit s? 

Well , we haTe to study that meuare a 11 ttle bit 

first . 

>Vell, the essa e does ~:~ean a chanr,e i n the 

original tax proposal submitted in JJarch , doesn ' t 

it, as far as the Adalnlatration 1a concerned? 

.Tell, I woulan ' t want to say necesaaril,y that it 

did. 

Ilo . 

You mean that he may be r eferrinP: to your - t he 

plan that you aubm.l tted on Uarch 3 in his message . 
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I haven' t got the mueage before me , but he 

ia referring to·-

411 

Well, when he suggests that the individual income 

tu be arranged so that a person can not retain 

more than twent1-tive thousand dollars--

Well, tha!; hasn ' t got aeythin- to do with the 

excess profits tax . 

We are talking: about the over- all tax prowam 

right no>Y. 

Ch! .'/ell, the variation there h very !lli.nor, 

if an,y, because our proposal --

Just a ditference in rate? 

CU.- propoub are substantially and practically 

the sue . .Ve have a rate o! ninety percent at 

a hundred thousand which maktns an atfcctive 

rate so that a man baa to make two hundred 

el~ht:y or ninety thousand dollars before he ;eta 

!ifty thousand clear after taxes. 

What ':ere those figures again, air? 

,'/ell , il is about two hundred and - ;you have to 

uke about two hundred ninety thousand under 
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our achedulu before you cl ear after taxee , aa 

an indivi dual now, I am uying, before you clear 

fitly thousand. 

The President doesn ' t want you to clear fifty 

thousand . 

It is twenty- rive thoueand . 

1 Just cited that u an example . You can easily 

get the firurea for twenty- !lve thou:~and . But the 

variation, iC any there , h mer•lly a rrlnor varia­

tion of rate. 

How ee.n ~re get thou !ieurea on twenty-five 
thouund, sir? 

Well , I only knO'I'I them rou£hly . In order to get 
twenty- five thouso.nd. clear under our achedules, you 

ha\'fl to earn somewhere a r ound aixty- !ive. ':'hat ia 

just a very approximate figure . 
Sixty- five thousand? 

That is rii;hl . 

Then you nould have your state and local taxes, 

school taxes, ana. w&ter? 
Well, that ia rleht. That woula Y&f'J' !r-om state 
to' state . 

l/ell, do~s sixty- flve thous&nri. include U:.at? 

Yes, the sixty- five thous&nd is merely the Federal. 

You nean you woulc. have to earn dxt:y- five plus 
hrent:y- five to t;el--

You would have to earn sixty- five to clear twenty­

five so far as our Federal structure h concerned. 

I 
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So that 7ou par thl rt)' · f'lve of t he aixty- tive 
i n taxes , is that ricnt? 

Well, sixty-five . 

Slxty-fi ve- -

Fortr. 

ra that under the present law, or under the 

proposed lan. 

That is undor t he proposed, and that doesn ' t 

la&e any cognizMce of state taxes, rtillch ia, 

of coOJrae, & dirterenl buraen in each state . 

413 

h it your underolanO.!nr, l!r . Paul, that the 

President' a propo11al r eferred to after all taxes? 

Wed , I don ' t 4molf. 

State and cunicipaJ.? 

Ee isn ' t explicit on that. 

I thou,:..ht ::.&7 -a ,/O.t had soc.e inside ln!'or..;ation. 

\mat does t ne messa e say? 

It just says after taxes . 

I 
! 

He doesn ' t recocuand it u ther . He just II&)'& 1 

that he doesn ' l beJ.ine that a tao; anou.J..e have 

mOI't than t we:tli· !lve tnous&.'ld . 

That ia rlbht . 

Vlell, he put it up to Con:-resa . 

I ar.ould suppose r.e ia just putt!n~o a eneral • 

hardly even definltt~.~.y a r eca::::.end.ation, but a 
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.general expression or desire up to Concreu, 

and lac..ving &11 tnoae detaih to Congresa 

Here is uha t he add, it you nn t to hear lt . 

I would like to hear it . 

He saye , "I, therefore, beli-eve that in t ime 

of thi:s t;reat national danger wne:1 all exceaa 

inco::~.e should go to win the Ole.r, no Aneric&n 

citizen ou,::.1t to have a net incooe after l'.e 

has pal~ .nls ta.xea of more than t1\'entr- five 

tbouund dollaroa a year. " Then be ;;oes on to 

t he--

Well, certainl~· 1t you adopted t:1e ordinary 

rules of contructi.on of that , t .tat meana all 

taxes . 

Well, J<fl' , Paul , tne :.an w..~.o hes an inccc.e now 
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of a :lilllo~o dolla:-a a ;ear could retain about 

a hund!"ed and tlfenty- tr.o tnousa.nd, couldn ' t he? 

I don 1 t ro:unber . 

Under your schedule . 

I don ' t r~U.e::tber tho a !i ~res . If you v:a.n t to 

be su.:-e about t •. at, : tall ct..eci;: thea Cor ycu. 

Well, that h a;proxil:lately Le c.ount. 

.. 

I 
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If you will look up t he schedules, that lHll--

I wr.ntetl to cut tna t. down to twenty-five 

tRouea.nd. Do you expect to su'trnit turthe r reco."'D­

mendationa? 

There ill no minor variation--

Could I just aay tala off tne record'? 

{Dl&cussion off tr.e roecord. ) 

The PreBi:ienl uaa kind enou&h t o let Ull see the 

oes~ace t~•o or lt;ree tlces in the process of 

ita fomulatlon ; and the last tico ne etn·: it, 

r:e told hilll that an far eli the Treuury ViAlS 

concerned, l llere wao nothin& in that 1'18 could 

object to, and t..at, on the other .1and, we 

.. 

went alon~ r.i th him a hundred percent . I Just 1 

want to caice it per!'ectly clear. Aa far u u 

are concerned, we go alon& with hitl, just so 

t here is no pouible ::lisunderstandin& 

( Resune diecuuion on the record. ) 

I just wondered it tll.ere are an:r fur l ner reco;:­

tlenda.tlona l o brine about tnis tv:enty- five 

t!louaana. dollar aalary li.:litation . 

\leU , in your cue there, •hat you would ave to 
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do i! the ccx;u:;Uttee l1&nls to impllltlent that 

SU.;be&tion literally, you would have to give 

thee a. schedule of rates . That ia all you 

have to do . 

Well, he has a pr otp•am which is ao different 

froo the one t hat )'OU presented in l!arch. J.re 

you prepared to go up lttere to lay tr.e reca::­

mendat1ona doml fulflilin&:--

Sure . 

You have it all readr to t;o up? 

Can' t have 1 t all ready. This tninc j elled 

about noon yesterday . You can ' t pull one out 

of your hat . 

No. 

But &!I fe.r a a r.e were concerned, I cee.n, the 

thine, as I say, jelled about noon ;rasterday. 

That ill t .• e t\'l'enty- flve thousand lbit? 

The part that a!fect.ed tne Treasury, the Mtolo 

thing . But we are ready - u l ong as I sit 

in thi s chair - I 'till put it another y;c,y , I 

only sit in tb.ia chair as lone; u ! an .ready 

to back up tne Preudent . Vrnan the ti.::e co .ea 

t hat I ce.n ' t , you will see sa.... a other follcm 

I 
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sitting in the chair . That is simple enough. 

No , the point I made--

No , 1 am aerioua about it . 

l'io , but the point was that he wao to br ing the 

mea cage--

No , 1 am dum serious about it . And, aa I uy, 

u lonl" as I a.t1 aittlntl' here and meet the pres~ , 

I u r eady to back up the Pt'esident. The day I 

can ' t back him up, someboci.y" else will be sitting 

l.n it, or 1L will be vacant . 

I thi nk we underatand you, llr . Sec!"etary. Re 

are just trying to find out whether you now con­

le:::flate goi nP' up thtre to back hlo up with 

definite sugceallons , or whether, as l/Jo . Paul 

sur.esta , you wlH wait tor an invitation ot the 

Cot:::!.lttee . 

'Yell , the difference between those two polntl 

of view is aeadeoic. 

I ttill talk for both J!r , Paul and myself . When 

do you 1!0 up there a('"l.in? 

Tocorrow ttorn: nr. 
(be c.inute arter he ~e:. up there , they will uk 

hla. Is that right? 

l. 
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That ia ri£hl. That is why I aay 1t ia an 

academic quntion. 

U:r. Secretary, coul d you or !Jr . Paul give ua 

·i18 

an idea of the me l nod of litrl tine i ncomes to 

twenty· five thousand? Would that be done by 

chancin:-- the rates, or \.oulC. you have a confisca­

tion above that aoount? 

We are not ready to anzr.er that . 

Confiscation would be euler, L.r. Secr el&rl. 

Yes, but- -

iiell, that has a lot of co:nplichtionn. Wo 

haven ' t ~ivan consideration to all of tho&e, 

As the Secretary a~·a, t.u.is is a n.,r. thine, 

anC. t;~era are lota ot--

Havinc been out all of Saturday a!temoon and 

all Sunda~· , r.e all adjourned !or a half da.;, ot 

sunshine . 

~. Secretary, the~· say, "One o£ our difticultiee 

is to >7ri te a law in 17:J.ich so::ne clever people 

r.ill not find loorholea, or in r.nic.l s01:1e 

businesses dll not be equitr.bly included . I have 

au.:;;ested that the Chain:a .. n of the Co:nittee 

on \';a.,ys and !!eana that aa:e blanket clause 
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could well cover by a special tax all pro!i ta 

of an7 kind of business which nceed the expr ess 

definition of the lecal profit figure , • 

Well , you wlU hllve to bo a little patient 

on that . I gave him l/lck Gregory' a suci~eatlon 

as to a floor under stock excnan· e prices, but 

be dicin ' t think that t.aa so hot . 

I thoubht you were kidding :t:~e at the ti:ne . I 

would have r.ritten it up . I t bout;r.t it was a 

very t"Oti<1 i dea . (Lauenter) \ie discussed it and 

thought you were kidding. 

I thought you l'tere serious • 

I l':a& seri<:ua, but I thoucht you were kidding. 

I didn ' t unoer:stand you a minute ago . You 

said you were :oin ; up in the :t:~o:-nin.:; . Did ~ 

you say in connection witD. tnis tnin;; or that 

i t nould probably CIX!.e up? 

No, hearin6a rultle in regular course toworrow 

morning at t en · thirty, and I e;o up there, and 

1 don ' t tnink it will be cany :t:~inutn , as tb.e 

Secretary said, before I nill et uked aoae 

questions, and I sa; i l is ver; hig.1ly acadecic 

whether we r;o up witn tne sUQ;estions or Vihether 

I 

I 
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we respond to an invitation . We are going to 

have an invitation l~~~Cediately. 

Will you have the repl7 to those, llr. Pa.ul'l 

Not in &11 detail, no. No butl&ll heine would 

have thea in all detail . 

Is that a closed hearinc? 

Yea, it h . It is the regular Executive 

Session . 

With the usual leah. (Le.uthter) 
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l!:r . Secretary, I see that the President ccapro­

mhcd the Treasury' a posi lion l'lith regard to 

taxin- outstandin"' securities with non- taxable 

incoce. 

He usee the words, 11at least," I tnink . 

Well, but that is a coupromiae compued •1 th t he 

position that you people hue taken, tl:.at ;you 

elim.ina te tne tax- exempt angle on this whole 

ai tuation. 

W.ll, four percent, :;ea . 

Aa a matter of fact , eoatebody aaid it r;as lull 

of cOlllprcml aes. 

Well, it ;rou call !our percent out of ninety 

a co:o~prociae, all ri£ht . 
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I told you people lut weelc. that I will ttll you 

this week how auch we had to borrow, and we are 

going to borrow approximately two biilion dollar s 

in Ue.y, and approxi.ma tely two billion dolla1't 

in June. 

That h all nan e~oney? 

Yea . 

Does that include HOLC or a.ny of those other 

things? 

\iell, I asktd Bell !or a .c:te:~.o, and he uys, 

"Our cost recen t eatLules of o:Jr cuh pod t1on 

!'or th~ n •tt t.1o 'J:-tb:l im.:c·oh t' .. l t \'li1l 

:-J,., ~.. ·-,. • .c~ two billion dollaras 

in la;r and tTOo billion dollar:: in June on ::.ajor 

fi,ne.!'lcin;- operations . " Does a.nybody r.ant it? 

Yes . That ia the la.ra;est a::~.ount you have ever 

bort·ov1ed in ar.y boo month' s per iod, isn ' t it? 

Oh ye:~ , since I have been her e . Or in the history 

of the treasury. 

Two billion dollars is the lart;tlll you have 

ever borrowed? 

Yes. 

You say that ia the largest--

!. 
I 

I 

I 
I 

i 
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Oh, it will be by far the lc.rgest acount that. 

has ever been borrowed in the history of any 

governc.ent . 

422 

This will be open carket operations, Ur . 

Secrete.ry? Wun ' t. the fifth U berty Loan l arger? 

Did they do it all at once? 

No, over a period of two or three w .. ke . 

Tnese are open coarket operations . 

Let' a say under President Roosevelt. We are 

eafe on that. 

These will be entirely open urxet operations , 

I 

I 

I 

I 

I 

!Jr . Secretary, capital mar ket, that ie, flotations . ~ 

That is right . l 
No borr owing frO!:I the FeC.eral Ruerve Banks? 

Oh no, r.here have you been? ':iho have you been 

associating with? W'ne.t else? 

Has an:,·body stolen those silver bars yet? 

Ask the::n on that, Shaeffer . I think it Vias 

settled Saturday. \':ill rou? 

!: 

~. Sl:AE: £~.: Yes, sir . 

i' .l:. : ... : 
Q. 

b k the boys . I think it r.u settled Saturday. 

'The stori I hearQ ns that the F.FC didn' l ,;ant 
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to have to stand the cost o! the ahrinkace 
I 

of the silver i n rcoelting it for bus bars . 

j A. i'lell this is Just off the record. 

( Dlscusaion ott the record . ) 

llr . llelaon ,.;anted - I told him if he wanted ! 
it, he had better sn; so, and he did, o.nd now i 

he haa it, u I Wlderatand it. 

~· He he.s the allver now? .' 

A. I understand that . You had better chec,c with 

I 
Harry 'iih.ito , but I understand that he had 

[ I cleared it . I mean, I told him 1! he v.anled 

it he had better &o to t m1n on il, and he did, 

a:1d I think he cot it Saturday. All right . 

(Reau:ne diacuaaion on the record . ) I 
Q. Than:.: you, L:r . Secretary. 
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I think the most interesting thing that I have 

got h this telegriJJI which I will give you a 

copy of. It aaya her e, "Sixteenth Nanl Dis· 

triot, Philippine !rea, U. S. Nny Per.onnel, 

Kanlla Bay Area have purchased War Bond• total­

ling tour hundred aeven thousand dollar-a to date. 

'the amount pr eeent]Jr will exceed a halt million 

dollars." Th.en t here is the answer from the 

Commandant. r might point out that that ia u. 

S. Navy personnel a t )lanlla Bay tod&f . I think 

that is pretty swell . Who nnh this? 

You just have one copy of it? 

That ia all. 

I would like to see 1 t. 

And then I have got a letter hera which I will 

alao give to you and you can return it. It 1a 

!rom General lkltora, lfz' , Anderson , showing how 

they are getting along on their drhe and it 

.. 

! 

! 
I 
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shows by each plant. OJt of the n\netr plllnte, 

it look a aa though over halt of thea are already 

a hundred percent . 'I1le7 atand at present at 

ninet,.-saven point eight of their emploreea who 

have asked that bonds be deducted from their 

cbecka. 

Ninet,'- snen percent of all their employeu? 

Of all their employees. 0! all General Uotor s 

emplo:rees. I will give )'OU the thing. I t must 

be tha t fifty o! their pl ants are a hundr ed 

percent and it gives them b;y name . Some o! you 

men will be i nteruted. Chevrolet in Atlanta, 

Chnrolet in Balt imore, Bl oomfield, a hundred 

percent. It Gives thea b:y name. Fisher , Cleve­

land, a hundred percent j Fisher, Lansing , a 

hundr ed percent. 

Does it give the total amount which t hey are sub­

scrtbing for , Kr. Secr etary? 

J.IR. CA.LUHA.N: That is not in there, llr. Secrehl')'. 

Q.. Does it run ten percent o! their i nco:zu!l? 

KR. CA.LUHA.N: It exceeds the percent. Their original hope 

I 

I 
I 
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wu i n thh initial drive that they would get 

f"he and s tep it up i n a abort time t o t en. 

They r eport from a spot ty check that it exceeds 

their anticipa.tion, which was !in, so i t is 

apparently now fix or seven. 

(Diacuuion ott the r ecord. ) 

I hadn' t r ead the letter care tully . 'Ibis last 

paragraph - I will gi ve 70u the letter, but 

this refe rence to Jehovah ' s Wi tneasu , would 

you mind forgetti ng about it . (Laughter ) I 

don ' t want to start aeything . He aa7a here , 

"In one cue I understand Jehovah ' s Witnesses 

h bu:ring a bond with J.lr , Uor genthau as bene­

fieiarr and with the further qualltication that 

the purche.ae price ~:~ust be tor a bomb to be 

dropped on the head or liirohito . • I don ' t want 

to get into that . 

WR. SCHI'IARZ: !lot on the record . 

{Resume dhcuaaion on the r ecord. ) 

H.Y.JR: Who ia the head ot the Treasury correspondents? 

Q. I aa not the head of it , but I will be r uponaible. 

~ 
I 
I 

l 
I 
\ 

r 

l 
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You repruent !ift7 percent ot tht WOllen, is 

that right? 

That ia right . 

A hundred percent. 

){r, Secretary, the radlo u.ys last night that 

a dispatch !rom Olungklng quoted to the e!teot 

that the Olineae had bought a hundred ailllon 

dollars worth of War Bonds and Stupa . Do you 

know anyt.hl na about that? 

No. We are having troubles enough with tho 

O:llneae. I han got no cont:~ent. For your 

lntorution, I never heard of it. Jutt quote 

r:te aa aqlng, •No CORI!ent . • I mean, lt would 

be i..apouible . 

They are borr ow1J18 money, on the other h&nd. 

What else? 

427 

llr. Secretacy, considerable" oppoaltlon appears 

to have arisen on the Hill to the propoeal to 

litdt Individual incomes to twenty~the thousand 

dollar a after taxes , Can you tell ua U!¥ 1110re 
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about the propou.l? 

A. No. 

... Can you r ive u.s any i dea of the methods that : 
have been or will be suggested by the Treuurr ~ 

t o put that into e!!ect? 

A. No, Lf11lhlng on tha t IU. Paul, on 1121 behal!, will 

announce to the W&.Ja and Ileana. I believe it ia 

in executhe aeuion . No , I can't help 70u out. I 

... Kr. Secretarr, aneral columnists ba:u suggested 

that there ia a till left, despite the President' e I 

propoaala, a gap of about ten bi llion dollar s 

of inflationary money. Would you like to di S CU IHI 

that, the gencrt.l terms of the situation? I 
A. No, .soc.e of t hese colw:mish , 1f the,- would spend 

a little more time helping us put across the 

President's program r&ther than condec.nlng it 

before we even get started, I think it would be 
I 

helpful to the war effort . 

... Well, I a.m not a colw:mistw-

A. I know you are not. 

II ... Perhaps the reporters would be gl ad of a few 

facts, and rou could help them by giving the• 

out. 
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about the propou.l? 

A. llo . 
I 

~. Can you gi ve us any i dea of the methods that 

have been or will be suru;ested by t he Treasucy i 
to put that into e!!eot? I 

A. No, 1.J13lhing on that Wr . Paul, on my behalf, wi ll 

announce to ihe Ways and Keana . I bali eve it h 

in executive eeaaion. No , I can't help you out . 
I 

~. Jlr . Secretary, aner a.l columnists hue sugcested 

that there ia still left, despite the President •a : 
propoaah , a gap of about ten billion dollars 

I 

of inflationary money . Would you like to dl aeusn 

tha.t , the general terms of the situation? ( 
A. No, soce o! these colw:mists, if the;r would spend 

a little more time helping us pu t across the 

Pruident'a progra.m. rather t hAn condemning it 

before we even ge t started , I think it would be 

j helpful to t he war effort. 

~. Well , I am not a columnist~-

A. I know you a r e not. 

II ~. Perhaps the reporters would be glad of a tew 

facts , and you could help them by giving them 

out . 
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\,ell , I ••an thea two colu:nnlsta wnlch 1 

read, they have tl •ed ideas on this--

429 

Is that i1a1t.er Lln~:.:.ann and Ernest Lindley ? 

You no.me them, 1 don ' t want to. 'l'he President 

aflel' Lhree Yteeka of consideration decided on 

thiJ prot;ru and evuybod/ that hu anything 

to do actually wlth the proiram, that I t.ave 

come in conltcl wllh, is worlc:inc or.e hundred 

percent to put the probrll!ll across. !-low, I thlnlc: 

that - mind you, I ny the people that have 

part o! the responsibility to put the pro~ram 

acrou . 

lsn ' t the queat.ion whether the prosru h 

adeqoate , M.r . Secretary? 

7},,! Wluld t'e Ci¥ feelinz: , •='· .;iecretary . These 

peor le are all workint; to put the prolra:t 

across but havlnc:; put the progrL"l acrou , 

is it going t'o le euf!tcient? 

\\ell , as f aay, the President gave iL three 

v;eeks of conalderation, and after thru wuka 

of conaideratlon he decided · ~ waa . 

I 
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tld.n' l he add, 'tor the lice being•? T t.housht 

be sreclticd17 uld that it was - the 'oluntar7 

pUI'Chue of bonde And ao forth wo;.~ld be tor 

the time bdnz. 

I don ' L remember his using those v.or·da. 

He dldn ' t. uu lh&t exrreulon . He u.id he YOould 

like to k.up the voluntary sy:ste:m as loJll u 

pouille . 

'i'tell , 1 "6&in uy th!. if some of thue me11 -

1 reallr. the c:olu.mr.isls h ve to v.rlle sowethint 

controversial or ot.herw;isa it isn ' t read , but 

I '1ould Hke to 1·ead some of these colWW'lists 

ttiho ~::et behind the prot:;l'&m. I can refer you 

to one yesterday, er:C .:lullivan . 1 nUl naw: 

hi•· he 11:ote , l thou~ht , a very conljlnu:tive 

a:ticle . lt. can be done . !:ut anst>ering: your 

~uution, I thlr.k that the Presider.l ' a prozram, 

biven a fair chance by a hur.dred llJ'ld thirty­

live million people , is goin to succeed , but 

it i.:s up to the people of the United Stales , 

They e.re oln• to decide it !illC. I thirk, ·i ving 

1t • ft.l r chance, they Are e;:oing to so ceed . 

I 

11 

! 

i 
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But l t hu g:ot to - l t hun ' l even r .. ll;y ieen 

bo1on yet. Gi ven a chance , I tbir.k 1 l wlll 

3UCCetd , 

Fy aucceed, you mean will check inflation ? 

Yes . 

And you mean wllholll auppln:entary meaauru? 

1 think t;l.ven the cnance, 1roith everytody ruttlng 

hia ahoulder to tl:e wteel. nerylody helpint; -

al l l:ie lav.a .:u-.(11 all the edicts from Contteaa 

and t!.e executl ve er.d of covtmment won ' t htf 

people , t.1~ether thej l&'ie e;ot ii.en Ullit'n 

dollara or tr.enty- five billior, dollars in their 

~ocketa fro;n coeretin.; wi tr. each othf'r for the 

shortt£• of goods . .here has got to te the 

11ill to c~:.aerve ne ' s mcr.ey and not to cO!trete 

!'or tho .. e o os '· ic~ are s!-.ort . ..o,, , 1 t 

gets doo,,. to ' f.e i:OOd 'Ai 11 of the fOOf le 

and 1 , for one , baa t;ol er.ou ;h conttdenca 

in the:n that the Ui:'l& r.avi nt; teen e:xrlained 

to lhtlli ao co:qlflely by the Prutdtnl , I 

t:Unk the thtr.~ has a co:nplete e!'.ance o! 

s:.~cceedlr., , 't:ul it certain writers lorredo 

i 
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But 1t. hu got to - ll hun' t even really tun 

born yet . Gl ven a chance, I thlr.k i t wlll 

succeed . 

Fy succeed , you ~aean will check infl allon ? 

Yes. 

And you mean wl tho\1l aupplen:.enlary meuures? 

I tltir.k bl11en the chance , Tfith nerytody puttint; 

! 
i 

hls shoulder to the wheel, everybody helpi~ - i 
all tae lau U"od all the edicts from Conc;reas 

and the execut~ve er.d of covt:nulumt 110n' t keep 

peoph , t.llether the) li.Ve got ten l.illlon 

dollars Ol' henty- fhe billion dollars in their 

pockets from co;.petlnb wit}', each other for the 

sbortae;;a of goods . ':'here hu got to te the 

tdll ~o cor.aerva rne ' s money an not to co.rete 

for tbo:.e boeds t.nleh are short . i10r. , it 

gets d01'if. to the 600d •ill ot the r•orle 

and I, for one , hhe lot er.ou ,h conftdenca 

in the;n that the t~.in~ havint; been explained 

to them so co. rlttely by the President , I 

think the thint; has a complete chance ot 

aacceeding , but if certain ni ters torredo 

I 
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1 t Ce!ore the ahlp La even laur.cbed, that 

kind ot thins can help defeat it.. It won ' t t1 

defeat lL alone , because they haven ' t cot 

enout;h intluence. 

Ur . 3ccretary, an;ythint; ne'ti on fina.:1.ctn;? 

It ia just l'<e our oF. particular end o! 

t.!le thtno:. ·~ .e say we ar-e 60l b out to tr;y 

to e;et this thill6 end I have as' ed until the 

rirat of Jul., l'l de .. or:slra~e it . ~~ dnute 

1 am eo:~vlneed that we cart ' t do it, I '1\l 1 te 

the first l~ &a. so, btcau.oe AS tar as p•1~:1e 

officials are con..:er.Jed , I think I fl&s aJ:On~ 

the !lrst to cera o:.at ~ubl ' ely l.l:.. ice a 

:;at.itlO!> c. :r.Ilat: 'n. :ow, s.,c.e 1f l~t!lt 

pcorle hcat:se ;,e did.'l ' t n•FF•n t ~a.:e their 

pelt) lliua try to ~Jt me in the ?Oaitit·n 

as t.!'.oU6h 1 n n' t ln~trested in lnnati n 

Y•hlch 1 thit~ir: la ._oth stupid and unfair . 

tid you sa) Ju 1 1 was the date? 

I said ir. Cont:rua , uc will Ln.Qw 't, ~t.e t'Lrst 

o! July •:ae~'\tr ~ .. !s rrob;·a=.- -.; e".cl o!' i: -

\ 
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is goln£ to h a 1•1ccess or not. :tow, 

haven ' t got any !wl to tind with the 

atorid wrl t.ten l y the working press out or 

\'jashinglon . I haven ' t - I have had a fair 

433 

press ana I haven ' t got a single co.Qplainl or 

crltici:oc. On the other hand, I am more th&n 

pleased tr the stories that you :r.en hue wrl tt et . 

I mean, I lllll .,ettln~ b'od strai,;ht new ator:es, 

all I IJ:l er.tit.led to . 

1 suppou, •.:.r . O)tcrelary, another eleent ot 

the uc~ess Muld le 1'1he lh~t r Con.;resa puts '!lt.o 

effect y~Hor tax proerw. 

It .is tba t also lUll &b:ain, we si llirlt: },ere , 

,;.:tcwin; • Y"J c &I. ' t. CJOte me on thia • h \< 

hard we have l:ee: wor :.1~ to et the ~reuury' s 

;::-ot;ra:~ <lver and !'o:- people to .. rl. te that t t 

ian ' t aever e enou..;h, r;hen up to now M have had 

no encouragement to think that we can t:tl our 

progra::~. over , and then reorle ,.rite a•ortn 

thal the Treuury oun' t lax hard eno~h. 

\.ell, u:- l~ no" - 1 aean, yol.i. car. ' l quote •• -

we ~.ave had. :'10 reason b tel: eve that the 

~ong:ress will accept ou=- pro;ram. 
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J.!r , Secretary--

! moan, it 1a juat one or t wo l lltle pin prick!! , 

but ey okin i:J pr etty thick, and I can take it. 

The thought auggoata il:~elf to oe, i.!r . Secre tary, 

t hat usually Cont;reu grants about eighty percent 

of w'!latever you uk. Ir you should ask !or about 

twice u :zuch, you wouldn' t probabl:y cet it all, 

but you T.O!..;.., tel ei&hty percent of it. 

If r;c uked !or b. lee a& r:uch, we ;,o'Jld.n ' t 

l eave any .pro!'it. \'le asked !or eight;- aeven 

and. a ~.Al!' per cent of excess profits , a~d 1f 

you asked boice as much, thel'e woi.lldn ' t be 

anythint lett, and ;.·e here still believe in tr.e 

profit a;,·t:ttt;l and '.'.ant to see buaineu ui.:e a 

reasonable prolil . No\. 1 if j·ou go out and 

go J;;JUCh be,;ond r.hat T.e recocnended, t .. en you 

just ~;;o out to r;reck business , tht is all. I 

neve1• have, and never' intend to ~o that . After 

al~ , :t is a que::tlon of :tilling t:.e gooae . Non, 

H' yot. want t:olC.en ecga , and you nar.t :so::.e 

pro!'itt , you co.o ' t kill t .. e e;ooae . Ce:-talr.ly 

our reco=.endatlona ..-;ere so !ar in aavance o! 
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anybody elee U>.a.t U: they had accepted them, 

they v;ould so a long r.ay tor:ard belplnc on 

thh inflation problem . 

Several Concreoeional souJ•ccs up there have 

reported the liouse Ways and l.:ec.ns CotrJltt.ee to 

!e.vor reducin6 the:~e corporate rec~endationa 

•· to 'r.'!lere they would produce cori orate taxes to 

t;.o billion, cot~.pared with :;our three and a 

halt billion recon.~ttnC.alion . 

With Mr . Paul up there evel'y da.y, I can ' t cet 

in on that . he ia up there as my spokesu.n. 

lJo. Secretuy--

435 

Anythin& new on tlnnr.eir.c, anytr.inc additional? 

I hope to have so .. at.dn ... tod~bt for you. 

hope to !:.ave ao:.et:l!.n tod ·ht. 

\','ill tl-.at l::e late dternoon? 

I dll ~o\. it ~ e.;n Loin.; to have an~thlnc for 

you by !our, but you r:~i;:;ht not get it until 

five or eix, but Sch~arz - Chicic will know 

certainl,i by !our ;·,hether be is goin to have 

swet~inb, 8ut, r.e .;;1iv~t not be able to tive 

it to 7ou bj five or six; but b; four o ' clock 



Q. 

.. 
~· 

A. 

- 13 - 436 

he nill know. 

!!r . Secretary, did you diacuu the silver 

sl tua tion yea terday? 

I certainly did • 

Do you care to say anythinb about. your diacuuion? 

A good time l'laa had by all. (Laui;hter) Every-

body was happy. 

!..;... • Did you preunt tne Treasury bill that you 

J. . 

have been worJ:in"' on? 

No, I si::lply r.ent up t:J.ere and told t..1ec a 

little story, and tnen ! tola t.hoc t hat as far 

ae I r.as concerned, I r.as for slrik.inc all the 

silver lesislation orr the booiocs ; but we had 

enou~:h ng.'lts 'on our hanc.s, anJ I T:acn ' t coinb 

to start any fi&ht , out. that is tae nay I !eel. 

I knew theJ dldn ' t agree r;i th me , and I coulan ' t 

convince tber::., and they couldn ' t convince me . 

So they asked me aid I have en.out:;h influence 

nib tLe 'freasury to :.Ceep the ':'reaaur;r !rom 

send.in- a bill up there, e.nd I saia I thou
1
:ht 

I did. (Laughter) 

So no bill ie ~oin1 up? 

Is that the vra;· it stands no"·, A:r . Secretary? 
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Somebody ehe r:ill have to eupply the yeast 

to mnkt: the co.ke . In other r1ordn , I cnn con~ 

tlnuo to say f r oa the tope of the houu:s that 
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I r.ant silver leghle.tio:l struck of! the books , 

but I a;a not t;oins to c.o e.nytbing about it . 

In other nor d:; , there ;,ilJ. be no overt move on 

your part, !!:r . Secretary? 

\/ell, that ia: a little stron: lan,,,·uat;e, but lt 

is all r ight with me. I a.';l not golne;: to start 

anytuing. I mea. , I am goint;: to continue to 

talk nhen anybod,y U.ts me, but I tu:1 not ,;oinc 

to do nnythln.., except talk . 

iiell , does that - lut tlt<e you indicated that 

aau of the Adminhtration or the Treasury 

mi -ht be cira tin aOi.le le~;islation covering 

one point nhereby it ~.oula t:la.t(l silver -

ia tnat off, too, now, sir? 

Be ins a free countr~·, I ce.n u7 hor, I feel 2-bout 

oilver, and I t.ill do tr.at; and unless Con :l"ess 

>.o.nts t.o start swet.tint;, •·e non ' t . 

\;ould you call it an O.I':li.OC. truco, l:r. Socrela.ry? 

Let ' s call it a truce . r.e p«r;.:ed our ,ms 

before we ••ent ln . Incidentally, I have never 
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been to a me• tlng ~ have you over been in 

the Indian Co::nltt ee roOJ:? They convened it 

i n the Indian Co:;nittec. It had quile a 

set ting wi th t.Or.J.ah&Yiks and everythinG• 

I under& land there is a co:n:ni ttee on t he 

diapoeal of r.aate paper . 

I think that Mula be very good. 

!.:r. Secretary, on tne inflation question, do 

you still favor over- c.ll rationinc of ·oods? 

Oh, I thinic after tne Preslcont ' s speech ­

you lr.nor. 17horc I stand. I thin:.C I r.ill keep 

off t he sub~oet for a 11hlle. I aon ' t t.ant to 

cet - fall lnto lac sar.e - into tne evll of 

the critici:lnc colw:.ni&ts . Let ' s &:ve tne 

prot:r8J:I. a c:.a.nce. All right? 

Thalli.: ;rou, l!r , Se~rete.ry . 
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