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TREASURY DEPARTMENT l]ul~ 

INTER OI'I"'C:. COMMUNICATION 

TO llr. llanea 

J'ROM llr. lllo"Ch 

Attacllod are tho oott.at oo oo'Nrl.q tho ~n~CPtUou 

ot Nr, llandol ph Paul in h1o M:oorall4a to tho .ProoidoDt 

ot Novo~bor lJ and 16, 1939· 

'l'llooo ootimtoo voro propuod l a tho lli'ri oiOA of 

&oaearch and Statiotlco &D4 cloarod thr~ ~ ottloo 
r .. ~-

b;y lo!r. Haas in accordance vith ;your roqueot • 
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TREASURY = ENT ~ 
INT&R oma COMMUNICATION 

6AT8 ~ ...... -. 19~· 
TO Mr. liaa01 

roow Mr. lllouF 

Subject : Poooi blo aotbod of r&lo1Dc $500,000,000 1441t1oaal ro~. 

In tbla optional aotbod 1\ la propoNd \o r&l11 orppro:dato]T tJOO ,OOO,OOO 
a<ldi tiona! roYon~ tro• 1114rl&lfl in t be pveolllll 1- nrtaua, IIA4 ' • 
$200,000,000 fro:> 111Cl'OUOI in tho oatatl &114 Cift tezae, 

!!lo ougseotod rate ocbaduleo are attacbod. Joraal eotbatoa ban DOt ;rot 
been ~~ but a cooperioon with other rate eobeduloe 1Ddicatoo tbet thlll 
ochoduloo vould raioo approxiaat ol,y tho 1D41oatM -uta. 

I. Peroonal Incoma llvt!!!l 

The ourt~oa at oolootod loYol o of incoaa after deduction of oXo=Ption 
DrO ehown i n the fcllow1nt tabla: 

Surtax net inco:. : !fotal nrtax 
(In thonoando ot dollaro):------.,.,---------,---­

PreoeDt rataa 
1 

IIII&Potad rateo Inoraua 

' 
$ 2 $ • 20 • 20 

5 llo 100 6o 
10 300 48o 110 
20 1, 26o 2,500 1,2llo 
50 7,700 16,120 8 ,420 

100 30,000 43,420 13,420 
500 286,000 ~,111!0 13,481 

1,000 6111 ,000 ,420 13.420 

I t vill bo noticed that tble rate oahHiale doeo DOt pro'l'14o tbr ezq 
dooreaaeo in tho hipor llll't&X 'brackieh. U doll not 1114J"eaoa ratll Oil 
'brackets of income a bon tlOO ,000. 
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Oo~~parhon of preont 11114 racceote4 ratea of 
11141 'l't411al 1,._ tax 

BIIQLI PDSOI 10 IJD'f"MtB 

let 11100me IMazi ... bracket r etoo Z:tfooUn ra\eo before penoll&l: !&erul aZI4 !l!llaxl 
oxeiQ)Uon 

1( ~ Pr•••' eaa-ote4 : Preoo11t: llllccette4 

$ 2,000 ~ 5~ 1.6~ 2.1~ 

6,000 8 8 J.6 4.6 
10,000 10 14 5.6 7-0 
20,000 17 32 9-2 14.6 
30,000 23 48 13.0 23.6 
50,000 31 54 18.7 35-0 

100,000 . 59 6o 33.4 46.8 

250,000 66 66 51-7 57.1 
500.000 72 72 61.0 6J.7 

1,000,000 76 76 68.0 69.4 

Treaouey Depart11111t, D1'fio1on of Tax lleooarch DocCibor li, 1939-

!/ Maxiiii\UO earned 111oomo aooumed. 



Ooalparleea of proollllt an4 nc&eoted r ateo of 
11141 Y14uJ. lllooM tu: 

let 1.._ Hfore :MezS•• 'bracket 1'&\eel 
peraoaal ezocptlon , (pol!l!l 1!!!4 !Wjul 1 ltteoUft rate• 

and credit tor I I I 
dep0114anta 1/ Preoant 

1 
~ahd 

1
Preoant 1~oted 

$ 2,000 

6,000 ~ 6,! 1.~ 2.0~ 
10,000 9 u 3·" 4.2 
20,000 15 28 1·3 11. 2 

30,000 23 48 11.} 19.9 
5(),000 31 54 17.2 32.6 

100,000 59 6o 32.0 45.4 
25(),000 66 66 51.1 56·5 
500.000 72 72 6o.7 6}.4 

1,000,000 76 76 67.11 69.2 

Tre&IU17 llepartaant , DiY1o1oll of fax llaaearch DeceaHr II, 1939· 

' 
. 

y Me.zilllm e&rlled lncou aooued. 
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Batau !lt.z Bate l abeblo 

ca..- Aot ot 1932 .. _ ..,. ill 19351 

(DoUaro l n t~4o) 

I I o-uu ... taz .. , .... ,. 1 l raakot rat e 1 ODbi&bor _, 

* 0- 10 2ft * .2 
10 - 20 lj· .6 
20- ~ 6 1.2 

~ = s 2.0 
50 10 ) . 0 

50- 70 12 5.4 
70 - 100 14 J · 6 100 - 200 17 .6 

200- lloo 20 66. 6 
lfoo- 6oo ~ 112.6 
6oo- 800 1611.6 
800 - 1,000 29 222.6 

1,000 - 1, 500 32 )82.6 
1, 500 - 2,000 

~ ~·6 2, 000 - 2, 500 . 6 
2, 500 - ) ,000 952·6 
) ,000 - ~ · 500 1111 1,172.6 
~·500 - ,000 47 1,lto7.6 

,000 - II, 500 50 1, 657.6 
11 ,500 - z.ooo ~ 1,m .6 g•ooo - , 000 2, .6 
,000 - 7,000 Zi ) ,072. 6 

7,000 - 8,000 ~,612.6 
8,000 - 9,000 ~ .~.6 
9,000 - 10,000 '· 4, 962. 6 

10,000 - 20,000 67 u ,662. 6 
20,000 - 50,000 69 )2,)62.6 
50,000- 70 



MMtf!'!"'!!!f fOR TIE pmppr 1 

... B:mm· lttiaat.•• tqr liiCIJ. 
ltv 1941. 

I b&•en' t 8een the 'lrea1111r7 eett.atu 
rat but I ~bought rou lligbt be intereetecl 
in e ... i.Ddapelldent eetillatae. ODe or Ill" 
fon~er uaietenta at the Federal Reserve, 
'IIIIo baa worked on tbie aater ial tor eoae 
years , estimates total rennuee at trom 
16.4 billi on on an anrage index or pJ"eduo­
tion or 110 in 1940, t o f6 , 77 billion on an 
average index of production or 115. A, S, 
llcLeed, foX'ltler official eetimator at tbe 
Treasury, estimates roceipta at 16.4 billion. 

'r 

' 
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THE WHITE HOUSE 

WASHINOTO N 

Dec•ber 14, 1939. 

Rea Tax Propoyln , 

A c0111parativel,y aiapl,e t ax pro£l'..., to tl.Jwlce increased 
nationAl detenaa expeaditurea, wberebJ WMltq 1Ddiv1duala 
would be aal<ed tc pve up certaiD exqpti ons aDd lercer 
corporationa to lllllco a special cout.ril>llticm, would be aa 
tollowaa 

A. from I!!dhidJ!ala. 

1. Li&it the present • perSOIIal exemptions and credits 
fer dependents to noraal tax, rather tb&n to both no.-1 
encl eurtax as at preiiODt. Tbia would 7ielcl about 1100 
.U.Uon 1n a fUll :year. 

2. llodify the ,40,000 ceneral oetat e tax exemption 
ao that an equal benefit 1o der1wcl trom the exemption bJ 
both 4rce encl ...U estctes. tielcl - tJ4 million. 

J . Adopt the c.rter Glasa proposal em tax-oxeapt in-
co .... (Include tax-exapt incoce 1n tctal incCIOie to dete...U.. 
surtax retes on non-~xeapt 1ncoae) . Yield -$40 m1llion. 

' Total !roa individuals - $175 million. 

B. From Corporation•· 

1. Ral.ae incOH tax on e&l'D1nc• 1n axceaa o! $2~,000 
froa l.8 perca~~t tc 22.8 percent. Iialcl - about $350 .U.Uon 
for fUll :year. 

Total from indi v1duala aDd corporations 1n f i rat fUll 
:year - $~25 llilllon. 

'• 
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THE WHITE HOUSE 
WASHINGTON 

~Lij~&~ 

December 141 1939 

Ret v. s. Su1nn Bo!!da am the J!,Wget 

I should like to raise the question of reducing the pel'lll.isaable 
year~ purchase or ll&'vingS bo!!ds by a single investor from $10,000 to a lower maturity value, I do so tor the following reasozun 

(1) Excessive goat to Treasury, The return of 2,9 percent may be compared with the current return on comparable regular Treaaur,v bonds of 1-7/8 percent, When the plan was instituted the differential was less than t or 1 percent, In addition to the 1 percent subsidy holders may redeem their bonds in cash at any time. 

(2) The @UbSidy DOJ gooa too lefpl:r tq the telatiuly wealthJ. Present 11mitations permit the investment of t62S mon~ or, tor a 
fami~ of four, $.'30,000 a year - a r ate of saving applicable to 
people fa;- up in the inc.ome scale. Sales of individual bonds of a face val!lB or from $S,OOO to $10,000 ri.ll this year amount to at least $400 million. A limitation to $5,000 face value would permit 
mont~ saving a!!d inves tment of $.'3001 which is more than suti'icient to meet the requirements of small savers. A limitation or tl600 
W?uld provide an ouUet for mont~ savings of $100. 

(3) Tbn pt,nwtgn dgbt 11m1t,at1Qp apW 1§0 to tho (ac;B p lne of 
Qoyerpment saguritias, Hance net receipts of $900 million next year from sale of bonds 'II'Ould increase the debt, for statutory debt 
11mitat1on purposes, by $1.2 billion. 

(4) Th• qeeh rt4tmp51gn feature io partim,J•rlY attragtiye for 
w·ealthY ppd inatitut1opel holders. 

(S) If AI!! agtion is taken. it YQ]J)d be deairabla to han it 
t.aken 'mm"'1et.flt, January is the big month when wealthier people and institutions take up their )'8ar~ quota. 



I 

\ 

Decuber 14, 1939 

'1'B! PUBLIC llEB'f 

:P'roll J\1118 30, 19.3.3 to J \1118 .30, 1940, the public debt of the 

federal roveniii8Dt wUl jlave iDoreaaed b7 aWroxi-teJ.T 820 bUlion. 

During thia period aaarJ.T tl4 bUlion of federal f'unda will han 

ro~ ·;into recoverable loans and i.Dveotmenta and durable iaproV8118Dta. 

The increase in the national income over 19.32 tor the ;year 19.39 alone 

is far 1D excess of the total increase in the debt for the whole 

period since 19.3.3. The interest on the public debt in the calelldar 

)'Bar 19.39 corusti tuted ool)' 1. 45 percent of the national income aa 

contrasted With a corresponding percentage of 1 . 62 percent for the 

year 19.3.3. The debt burden as a whole Ms sreatl)' decreased. The 

credit or the federal governDent Me never been higher. Debt, 

whether individual, corpora:te or rovernmentcl, clliUlot be judsed 

JA vaguo, but 11118t be considered in light ot earnings, aaseta and 

credit etandine. When the increase in the national debt 1a viewed 

against the bacJccroUDd ot what wee acco:r.pllshed by the increase in 

useful pcysical assets, and in effective nati~nal earning power, and 

by the strengthening or the nation's credit and morale, there ia no 

economic eroulld for concern as to the nation' s future. 

The debt accumulated since 19.3.3 represents a far more prudent 

use of our people'e aavinp than the enol'I:IOWI private debte pUed up 

in the Tnntiea. The bUliona that were borrowed for speculation, 

• 

-
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tar toni&~~ "-• t~ Mooad ud t.ll1rd ~ 011 oovprocluced 

otrl.co '"•"41qj4 ud bot4U bo.rdJT ..._w the -.t pr1111at 

uae ot""" people'• aa<rinp. It sa ton. t~>et iaolatecl prlfttedobte 

.OOD be defauJ.tecl without sre&t bena to tho 1 .... 1'&1 OCODOIQ'o llo.t 

tbio 1o not true When, aa in 1933, a J.&rao P<U't or our priftte dobt 

waa in dOD&or ot do!oult, ODd the ooWl.cp or tho wbolo oOIIIIlUDl.tJ, 

u well oa the pDOrol or.dit o! 1Dduat.7 ODd .,rieultur., wero 

inperUlod. 

ID cau1clorin4 the arowt1> or the federal d&bt, it ..at be 

borna 1n ll1nd that in ~t )'Ar8 tho !odorol aonnmont boo had to 

t.&ko over sooe o! tho burdeDO whiob have horoto!oro !ollon upon 0111' 

otatoo and munioipoliti oa. ~ 1933 the strain Of thO dOpr800iOD UpoD 

tho tiDeDeoo ot low aowmmODta bod beooae UDbeanblo. From lUDe 

·1929 to Juoe 19))1 otetoo ODd l!Om1e1pol1t1oo b&d to ineroue their 

net debt by over t4 bUlion ud tboir crodi t in - ouoe had 

opproeohecl tile brookJ.nc point. ~ 193) thoro woo ., 1no1etaDt 

de""""- that tho oatiooal ao-.emment ·- to tho riDeDoiol aiel or 

l ocal goverlllDODta. CollO.cjUOiltl)' bet- J UDo, 1933 ODd Juno, 1940 

tha federal COftl'lliiOilt will haft alllde o-railoblo tor loool rellet 1 

work rollot ODd low publlo worko tile 11)18 ot tl7 , 409,000, 000. ID 

addition, duriDa tbio .... period, - tod&ral aow,_t inerooaod 

1 ta grate tor publla .-. by tl, on,ooo,ooo Oftr the PN•odiJla 

oe-.en 1Ml'8• Jb' ro&BOII of tbooo rodoral _..utvoo it be,_ 

' 



-
_,_ 

poaeiblA tor t.1111 etatea a IUdoip&UU.• durillc t~>a period 

to rebabWtate t.llll~ credit, apt __, to reduce 11011811bat t.llllir 

aaresate 1DdebtedD8ee. It tbeT Mot oonu.nu.d to dJ.ecbarae tba 

respoDeibWtiN tbat wre fOl'lllerq tbaire to a degree ooaenaurata 

witb tb• federal 80ftnll>lnlt1 e ettort, tba aareaete 1DdebtedD8ee 

ot our etetee al amicip&Utiee woulAl bawe beeD 1Dc,......ed bJ aot 

leee tb&D tl8,ooo,ooo,ooo ADd their tuee would bawe baeD 

enorDOWIJ.T l..Dc~. 



' 

-- f'S F ; &u-<e«u o+ BuJ&~T 1 I 
,.......,.._ -

MQIQRANOOM FQR xg PBWPP" • 

Rei l!"''tt "'MD· 

Utacbec! are a few poillta t.bat 

ll1cbt be ot 80ae ...,. 1D ao-tOD 

w1 t b tbe Budpt lleaaqe. 

' 



n.c .. ber 141 19)9. 

Btqkmzup;l gt ly4gt1i Poliqr tgr f l oMl XM£ 1941 

Tho 'budl•t ot tba Vllited Statoe 1a a lta~t that ret1ecta 

in """OJ' tanaa -t the JOYe,....t dooe tor the people, and -t 

tho people do tor tho ,.,.,...,..t. 

In the .. tiguree over a cour .. of ,........, are airrorecl the cbeDc-

1"3 attitudes of tho people t owards t ho srowinc nooda which they 

ro<poot their govornmont to moot. The relotivel.y low and conetant 

level. Of expenditlll'IS thl'oucJ>out the T ..... tios OCCIIl'&tel.y l'Otlected 

tho rel.etivel.y ainor rola pleyed by GoYemamt 1n those ;,roo.ro. !'he 

subotantiel. increuo 1n the Jl"St decade ia a rotloction of the dearoo 

to which tho comunit;,r, in responao to cbeDcina econOIIl.c and inter-

national conditio lUI OJ1Cl chqing at ti tudoe, hoe turned to Government 

to moot its urgent nooda. Nowbore are cur deaocratic procesaos so 

f~ithfull;,r depicted. 

In tho early Thirties-prior to 193)-tiacal policy ..,.. exceecl­

inal.y sl.cplc in thaor;,r and extraordinaril;,r diaaatrows in practice • 
• 

I t consisted in tr;,ring to keep expenditures aa low as poasible in 

face of ohrinlci"3 IIAtional incO"". Pcroiatonce in this atteopt CIIQe 

nonr to bank:ruptina both our people OJ1Cl our s ovornmont , 

Following 1933 tbe fiacal policy of gov• rnmant wae more realistic­

ally adapted to the needa of tho poopla. AU about wore _idla ~· 

idle taetorioa and idle l'undo, and 70t the peoplo were in desperate 

need of DOre goode tbaD they had tbe purchoaine I'O"r to acquire. 

Tbe gOYCrnmsst deliberately sot itaelt to correet those conditiona 



-

.,. borrowia& 14141 name to put 1411 - eDd 14141 tact.oriea to 'IIOI't. 

!he 4ellbel'o.t.. .... of s~t tllllde IUid ot aooe..-Dt .....U.t 

to enercise priftte elltarpris-to put poii'Cbaa1Qr _,. 1D the baDd 
• 

ot those who ~oeded it aDII to c .... t.. a 4~ tor the products ot taotozy 

11nd tarm-luui " prot<Nnd e!!ect both on SO'tel"lllllent revenues aDd pri-

vata 1Dcocea. The nat~onal 1Dcame 1D tour ;ye&rl roM 69 percent 1 tram 

W blllion 1D 1933 to $72 billion 1D 1937, the laraeet aheol.llt.a rlae 

tor an;y tour 18M' period 1D our h1etory, not eYeD excoptin8 the rue 

during tho 1!or ld War, .,.,. roV~~JJUea rose t...,. $2 hUUon 1D the fiscal 

;year 1933 to O't8r ·~ billion in the fiscal ;year 1937, prlmal'U;y becawsa 

the people bad ClOre inOOIOe out or wh1cb to pey tues. The people 

paid $3 billion more in taxes b1lt. tbe;y bod near:cy tan tilnea more, or 

$30 billion, to spend on other things. B;y tbe calendar ;rear 1937 

excess or govemaent JIUll outgo over &O't8""'*'t JIUll inc010e bad dropped 

to $331 llill.J.on. . . 
Untort.unatelo' Juet at the time when it eee...S that tho Federal 

Govern;;~ent would be ·able to be.lance ita w.d.eot on tho beals of • 

national ine010e of approximatelf 7S billion dollars , maladJuatmonte 

in tho economic e;yetn asain bosan t o appear eDd cauaed a recession 
' 

in ecooom1c aotivit;y. The receaaion w.a due to a variety of caueas '· . 
ate:::llng 1D the &in !'roe over-optiaiaa which led 80'18I'DI>ellt to CIIZ'-

taU ita net expezuUturea too abrupt}T, eDd buaineas to exp8.ll<l produc­

tion and raiM price• too aharplT for con-r1 s purcbaslns power to 

keep pece, An unbeo.lti!T 1Dventoey situation dneloped, 





In appro&oh1D£ tho budget tor the t1aoal rear 1941 I ban 

sought, ao ill the paot, to relata tiaoal poliey to probable 

ecollOllic uecesaitiea, Aa the budget b baill£ proparecl we are 

achieving the hillboet 1evelo of producti on and coni!Uaption ill 

our history, Tho extent t o which recovery baa proeressed, and 
' 

the degree to which speculation and price increases bave on the 

whole been kept in check, bave .ado it poseible tor us to conlider 

a aubotential leseenill£ of gcverDMDt expenditures on activities 

not im:lecU.atel7 eosmtia.l tor neticna.l detonoe. On the_ · other 

hand ecplO)'l>ont still la£• cone1derehq below the levels of 1929. 

Many of our younger workers hove not found empl~, and many 

others have be on displaced by the 11111chine, flo must not only 

guard the g&illa wo hovo ude but we 1111at prose on to attain 1'llll 

o::~ployn<mt which will .ate poaaihla a higher atnnd&rd of living 

for ·our people. We ILI8t therefore guard aeainot too drastic or 

too sudden a curtuilasnt or govol"IIIIICilt ouppert. 

Against this bo.clcgrouncl or aiJ:Ie subotont1a.lljr yet not fUlly 
• attained, I propose in tho field of fieOlll policy that we steer 

a aiddle course. llo should count upon a natur'!l incroaoe J.n 

receipts fron c\IM'eDt taxes and a DOC!eat deoreasc in current expendi­

tures, and ws ahoulcl try to offset the unavoidable increase ill 

expenditures tor national defense b-; spacial tax recei pts, and 

thus hops to seoure, for the overall picture, a gradual t aperill£ 

off, rather than an abrupt cesaati on, or t he defici t . 

• 
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- . 
tiacd Xnr 1941 

f1 . rn. QQO.QQQ iSl.ti.OO. CtQO.OQO. ll;;r~:J.rr:e.ca~;;:t 11 I 100•900•009 Cl.OOQ. goo. ()(X) 

Avt:"&.";t / '~nt.hl)" 
~:J1~1Jnt.!l 

.... o 
.;\l,),y 1, )00,000 1,~,000 l,SOO, OOO 11 S001000 1 I ~(X) 1 \AJI) l,SQO,Q()O 
Au.t7\o!O\. l , SOO, OOO 1, )(.10, 000 l , SOO,OOO l , SOO, OOO 1,400,000 1,1.00, 000 
Stpt.elll~r 1, 600, 000 1,000, 000 1, !iSV, O'lO 1,~,000 1,400, 000 1,)00, 000 

~~ vct.ober l ' ij()O' 000 1,700,000 1,6oo,ooo 1,600,000 l,SOO,OOO 1,400, 000 
Nav••'f!b- r ~.oso,ooo 1, 900,000 1,800,000 1, 700, 000 1,600, 000 l,SOO~ , \ \\ Doeonbor 2, 300,000 .2,100, 000 2, 000,000 l , tluo,ooo 1, ?00,000 1,600,000. 

1941 
JamJ.Aey 411 4()0 1 ()()() .4', 300, 000 .t, lOO, OOO 1,900,000 } 1 ()()() J' IJO<J t,b~,OOO 

~ h:brua.ry 4-, lOv, OOO 21 .)w1 000 .i1 1VO,OOO 1,950,000 1, &00, 000 1,6,0,000 
L.are. 2' 400' .000 ~.a.o,;.;vu 2,\NO,CII.N 1, ti4JO, (;()0 l_,?QO,~ 1,~,000 

~ A:ril 2,2su,coo 2,l...c.>,CMI l,btJO,OOO 1,600,c..vo 1, 400,\.00 1 I 2C.9 I \JOe) .. y 2,UJO,ooo l ,S,O,@ l , oOO,OOO l,J.\JO,<AlO l , li.O,OOO 900, 000 .:uno 1, 520,COO l , M,OI);;) l 14W1 000 l,LJO,(.I(..() 8SO, <Xl0 ~-000 t .herA.t·t 
~or t.ht 

y.,.,. 1,9l:t5, 000 l,b82,UOO 1, 7L6,000 l,6JJ,OOO 1,4?9,000 1, ))0, 000 

1 •/ Uaetd on utimot.od cost ot -..62 per month per worker ~loyed. 
hJ Appropriation to IPA o:1l.y, Doet not 1aolu4t appropri&t.ion• tor the TrMI\U"7, the Ctneral AccoaAUnc 

Offi ce. Compen~ation. etc. 

-- 16, 1939 



AJII'IIIIIlUflOIIS AIID DPINIIUVIIIS 
1940 ml 1941 ('Ppm!) 

(ID .,,,_..) 

•1• Procraa 

I , Leghlative and Jw11o1al $ 32o9 J )SoCI* • )2.0 • )4.0* 

II . Civil DePirt.DtA and .aa-s..a 
Fedaral Securi t;T ~ 822., 808.) aoo.o '196.0 Fe<l,lral 1Jorl<a Apnq 19o'1 )1,) w . 6 J.59,2 Veterane "'111 ntetration ,,.,,1 S'18oS S48.0 5'12. 0 other Inde~t ottioee 410·9 512. ) 440·4 508o4 Agriaulture 1,1)1.1 871.2 1,181. 0 1,oso.o CO!mMrC<I )8.1 34oS 71o0 )4.0 Interior 78. ) 66.8tt 8'1.0 ?O. CI* JuaU.Ce )9, 6 40o2 44o0 .39· 5 labor 28. 7 ))oS :n.o )2,0 Poet Oftie<~ (Joatal dltioit) )9.0 56.9 40.0 ss.o State 19.7 18.8 18. 2 18,0 
'l're&eU%')' (Exclwl1118 014-Ap Be ...... ) 4l4oS 225. 1 406.6 22S.O War - Civil and P&IW:I& Cllll&l '12. 6 S6oS* 64.0 62.0* District of Columbia (U, s, ahara) 6.0 6.0 6.0 6.0 

III . !rational deferuoo 
war 66o. 2 691.0 62s .o 700.0 Navy '120.8 904o5 ?OS.O 845.0 IV. Gt!neral Publie 'lforl<a 751.7 537. )* 7l4o0 640.0* 

v. Relief (W,P,A, and Farm Seourit7) 1, 620.0 1,125.0* 1,sso.o 1,125. 0* 

VI . Interest on the Public Debt 1,oso.o 1,120.0 1 ,oso.o 1 ,120,0 

VII. Supp1e111ental 1 tcma 100.0 100.0 100.0 100. 0 

Total "A" Program 8, 6l3o4 7,858.7 8,898.8 8 ,191.1 

"B" Program 

r. War 119.4 1)5.08 75.0 125.0* 
n . II!JV7 'r 138. 5 12),811 68.0 165.00 

III . Coast Guard 4 o5 7 . 8<> ) . 7 7 .6o 

rv. Federal Bureau o! Investigation l oS 2 . 5• 1.3 2.4• 

v. Publie Worl<a 
War .6 15.0* .s 10.0* Navy 7 . 5 1 .2• 6 . 5 2.00 Panaca Canal )4 ,00 25 .0* 

Total "B" Program 2'12 .0 319. 3 155.0 337.0 

Total exe1udinl! debt retirement 8,885o4 8,178.0 9,053.8 S,S28. l 
Debt retirement S84o6 S86, 8 100.0 100,0 

Orand total 9,4?0. 0 8, 764. 8 9,lS3o8 8,628.1 

* Tentative . 



OtJRRIINT STATUS OF 1941 BI.IDOIT BSTll'A'I!S 
(In III.Uiorw) 

Receipts (excllld!.llr tams tor old....-
reserve account) • 

Bxpenditures (exchxling debt re~nt 
N>d old-age resell"te account) 

Total 

Net deficit 

• Old-age resell"te account taxes 
1940 - $545.0 
1941 - 590.0. 

~ 

14,980.6 

"A" 8, 898. 8 

•s• 155.0 

9105).8 

4{fl3·2 

~ 

ts,710.o 

8, 191.1 

))7.0 

8 !528.1 

21818.1 • 

These revenue tigves 118N fUmiahed by the 'INUUJ7 about two months ago. 
There are 1.nd.icat1ona that the estimates will be OhangedJ posa1l:ll.;y1ncreaa1ng 
1940 and decreasing 1941· 

-





lepq.Dta b7 tile a.o .... truoUo:D J1Jluoe CorporatlOD u4 
the 11oM r-n llalte 1IOI1ld be ~ u4 wolll4 ._,. u 
a1aoel 1•z·~ reoeipta. 

Ill tile cue of the tr.8ar7 eale ot etoolr of tile Federal 
S.Tillp u4 LoaD .U.ool&Uo:D to the a- o-re LoaD Corporatloo, 
the prooeede 1IOI1ld appear u llieoel.laDeoua rece1pte but tile 
Trea111r7 wolll4 still ban authorit7 to purobaee up to ~0 aUliOD 
eharea 1t oec••e&r7• 

• 

\ 
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of the ..... 1 n1atnt1on tM ballk baa l'tiiOUJ'Oel loftoll• 
able thel'tltor, The proo .. dto of .all repa:ymente on 
aoooUDt or atook ila'Wid puraii&Dt to th1a aeotion 
ahall be held 1D the 'l'reaeuey or the yuted State• 
&114 allall be aftilable tor the purpoae or pqlJic 
~or otber...ailoolt- t.bere&ttar iei'Wicl piii'IU&Dt to thie 
aeotion,• 

repaid by aotion or tha 1Auld Bank COI!IIIiuion ... r o11o .. , 

•u,S,C, SiC , 761, ,,,The amount of ~ aubaorip• 
tion to the pa1d• 1n aurpl\18 of ~ euoh banke 1111.)' be 
repUd 1D whole or 1D part at any tl..me 1D the 41•· 
aret1on or the bank AD4 w1 th the approval of the 
Land Bank COI!IIIiaaioner, and the Commies1oner may at 
~ time require auoh subscriptions to be r eplid in 
whole or 1D part it in hie opinion the bank hal re­
souroes aftilable therefor. ,,,,and the prooeecle 
or all repayment• on aoaount of suoh p&1d· 1D aurplu. , 
shall be hold in tho Treaeury of the United States 
as a revolving fund and shall be available tor sub• 
soriptione to p&1d· in aurplus l!l&de pursuant to this 
parae;raph. • 

Trend of lending activity 

The peale vol~ or loans held by the Federal Land 

b&Dke -• reached in about 1935 and sinoe that tir.1e the amount 

outstancling has shown a steady downward trend. The rate of de· 

cline has been accelerated sinoe July 1936 when the three-year corato-

rium on principal repayments on their mort11age lo8.111 ended, The 

preeent vol~ of loans ia about ~1,900,000,000, 

AI a reeult or the Ooverncent eubaoriptione to capital 

and paid•in eurpl\18 and the deoliDing trend of loans , the Lan4 

b&Dke now han a ratio ot total oapital t'lmda to loane of 26,7 

per oent, aa oompared with around 17 per cent when loans out• 

etanding wre at their Mx1'"'m 1D 19}5 AD4 between 6 1/2 AD4 7 

per oent duri.D4; the period from 192' to 1931, 

.. 
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/ Deoember 21, 1939 

Through di1igent ettort and moet oaretul eorut1D7 ot 
every propoeed item ot expenditure, material re4uotione 
have been made in the apprqpriatlone reo011111ended tor the 
operation or the government 1n the tieoal year 1941 with 
the exoeption ot the one item ot making added provieion tar 
the national detenee. The detioit, even 1no1uding the pro­
posed expend1turu tor the en1arpl national defense program, 
has been substantially reduoed ae oompared to the eet1mated 
detioit tor this tisoal year. 

Faoed with the necessity or putting our defenses in 
a suttioiently strong condition to eateguard ue under 
present oiroumstanoes, any emaller appropriations tor detenae 
than are indioated in this me1sage would not 1n my opinion 
be adequate. It we are to ID&ke the further progress that 
I believe should be made at this .time in lessening the 
detioit we must seek a4d1tional revenue. 

I am oonvinoed that the situation tully Juetitiea an 
extraordinary national ettort . Therefore, I recommend that 
provision be made tor t1nanoing the additions to the national 
defense 1n the present t1aoal year and the t1eoal year 1941 
through speo1al taxation. To oover the expenditures contem­
plated th1a epeo1al add1t1on to our revenue atruoture should 
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budget in both or· the last two t1soal years in !' total amount 

or $~37,000,000 without any provision having been· made tor 

revenue t o tinance them. Thererore, I again urge, ae I 

have in two. previous years, that provision be made tor new 

taxes to tinanoe any new authorization tor parity p&)'llente 

that may be made tor the t1ecal :year 1941, and also that 

the Congress give ooneideration to making some provie1on 

tor recouping through new taxee the amounts expended oute1de 

t he budget tor the tlsoal years 1939 and l94o. 

Enactment or t he supplementary revenues here proposed 

w1ll enable us to prooeed with our program or making the 

substantial annual reductions in t he deticlt which the 

progress or r ecover y warrants. I should l1ks to i ndicate 

to the country that t here w111 be no interruption or that • r 

• program. This can be accomplished 1t we resolve to t1nance 

the enlarged armament oost through a epeoi al national ertort 

which will be put rorth eo long as the emergency ex1ats . 
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December 22, 1939 

MEMO FOR LAUCHLIN CURRIE 

To speak to me about . 

F. D. R. 

Enoloeure • 
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THE WHITE HOUK 

WASHINCITOH 

PQIQ!t', • OOIFWMf!tl, 

IIEM)Rl.~DW. FOR 

l'HE l>IlSC'fOR CW !B& BUDQft 

Will JOU speak ~ .. 

about ~1.e t 

I'. 1). R. 

Letter trom the Seoret&rJ of 
the Interior, dated A,prU lOth, 
1n re Reorgant*''ton Order. 
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1pp011 !I!!AOI 

P'M• 

'"" .. \1.. -·· la. ~ ,_ .Uolo-~ -

t&llo. 1 -..u,- •• .... a1n _...uu .. "' .... orr-

bQ4aet•. It toiU DOthtac to .U:e auob t \at4MDle eD4 ~ eu a 

t.o br4 taote • 

.. ttxue or &,900,000,000 tor naUo.cel 4otea.ae. Nt la &e laot"eUe, 

rec!uMCS below IJ,., 300,000,000. 'fbi• -. b lt..U 1 ..,..,.... * 
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THE WHITII HOUe• 

WASHINGTON 

*'ITCIM JOa 

1la _.. Co- t-. _, 
......U 70D Ul1lll< ot UM tollowSial• 

1. ... ...... ..U.ted ·~ 
ot UQ tor tuoel 7MI' 1944 -
6,-'00,000. . 

&Yerqe·..U.- a~ot 
leW7 tor tuoel 7MI' 1944 -
1,500.000 . 

... .._. llllU- ·~u. ot 
lu!.De Cone tor tiaO&l ,..... 
1944 - .Jlll,ooo • 

.t.......C. Cu.aw atftacu. ot 
Cout - tor t1aoel 78U' 1944 --
160,000. 

a. Ill ... , ...... eo au-uoo ot 
M\81'181 Ulll eqlll.-\ - tOll' 
pla•1na pu;a••• I ...W laolalle 
tiMJ MO~...,. fU ,...._., 
abollt lOllelloft UM &Mft rs,-. 
...... M\er1el - eqlllJMat llu 
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THE WHIT. HOUeK 

WASHINGTON 

IIlla s.a • ~ or - .... , 
I tiWik :r- w1ll t1Jid 1 t 11111 
work oat atlahotoJ'11T. 

P. D. R. 
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.%)41 WHIT• HOU81 

WUHINGTON 

UU you ·~ to •• ·-
tlllaf 

W. D. R. 

llnoloaure 

:.ten.or"ffnd\UI for tho Pro~1dent !'r~ Ron. Harold D· 
~tth, Dtnctor, lllr'!a.u of the AKiP.crt , 11/fi/J..', 
tn f't lllll'liceUonlt of tbe Ute of t.he .,..d 
fore•• tndlcate4 1n the President'• reeant 
••or•ndua to Mr· C!Ait.h estollliehill£ nu.bw• 
ot •ll111ttd .. n tar the krrq, Jla~. M&rlna COI'TJI, 
&nd Coat\ OM.rd. •• • ba<ti1 for the: Anq •a:l l•'f7 
b.ldfetor tor tbl ttacal 1••r lC)LL. Cow ot 
.-orandua f'ttelDed fur our tU.a. 

' 
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~'tl'1 ~~~'! ~~~~~~~· 1 ~ijjilll'~~~~i~:~ I 
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~~· I ai•'t • &• i~ irr~ ! ~ l!f • I 
~·•l·!~l~rrl ft•'t.st !ltB'•liJtl!;lll~ 
lil'ftj~l!ti !11~iiJ! i~JI}J£t.·li~~J:; 
-·-' i ~faif ~-~~c 1s :ieJ tra 11rl ~~, ~~~!lt!!~if~ ij~f~Jri ~JiiJtJf}!rJ.!l t 
lfflf:~tfiil; :l~i,;Jf l~;itr;J1t~~~!! ll • .r ~r 5 ~ ; r , 11111-1 
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WMHINCJTOM. 0. C. 

PftOIWt MD 

ft11 ~ 1e 1D UM a.atve ot • p:rocreee 
report oa U.. liar ProdocUoa loo.rd. 

•.uoo • • actloa. 1D rel•81Ac lbtrri&dt a4 
~ Vll'o ro1a 1A U>o .,.....,_Uoa ploow.-... 
u. cU.reotioD ot Cbarlee wu..c.. bu W Mat. .u._ 
taotor;r reiNlte. ro:r t.ll.e tir•t t.1at 1D • J'llU', .. 
b&" loloo op.,...-v to cot a o1-011t orpaioaUoa 
oad..o,<!Uniotl-aUoa of 11!'11. Tbo lluroa• 1o alroo4;r at 
-t wl tJl tile 1IPB to offoot DOO<IO<I obaJICoo • l'rou-
1..aa.ry d.hcueaioD• 1nd104lt4 tbl.t dupl.ie&t1A& l\motioa.e 

• wl thin - orcan1sat10D .... bo ol.la1na tO<I w1 th enat 
oaoiq 1A porooonel. '1: ~~ 

n.n ie c:mlT oc. 41~ Dot. to report. • 
.. llhlnctoD 1o hll. or otarioo tb&t -~ 1o to 
....- ...,._. I\- to .. tb&t at t111o porlL-

• OOilu u.. - fllrtller ......... 1a - ....u bo -.. 
le.Uoo' • r.oftl ill tavar ot ...,_. otur Uaaza 'tileoa. 
....u iadiooto u.ot bo bod - ..--- or hle d.1..S.1Ml. or lb«r•Wt. 

U 11 DOOOOOU7 tb&t 11D41wl4o<l at-Uoa bo 
11- to U>o roorpnl.oaUoo of IPI Iicht - tfll! 
U.. roa- tb&t U.. o.U..to to:r 1944 - bo s-­
poro4 wl~ - url )() doJI. lzq ......... 11111oh 
wUl ....... u in a looo ot u.. wUl -.u1T -­
oop IPI in -.c an ~to pn-tou... or 1to 
-·to U>o ~·· 
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TH I WHrTII kOU81 

WA.IHINOTON 

COPY - Longhand memo ~n the 

Prel1dent 1 e handwriting ecn~ to 

Director S~lth 4/10/43 

'H. D. S. 

31,000,000 ne~ well ~or Aleeka. 

F. 0. R.• 
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- ~:I I · ll&l'ob 30, 1944, \ 

The Preai~t directed me to telephone 
to the Director of the Budcet &Dd tell 
him that he waa aorry be could aot ••e hill 
just now ancl •ucseat to bill tblt be leAd 
thia intorlll&tioo to the President ill 
wri ting. Tbia I have dane. 

G. 0 . f . 
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