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HMJ r : 

Co era tor: 

HMJr: 

Seareta ry 
Stimsan: 

HMJr: 

S: 

HMJr: 

S: 

HHJr: 

S: 

HMJr: 

S: 

HMJr: 

S: 

HMJr: 

s: 
KMJr: 

Hello. 

Stimsan . 

Hello. 

Yes, Henry. 

Oaad morning. 

Goad morn.ing . 

Harry, I' m calling you uo ror th1e reason: It's 
in regard to the Treasury advising t he War Depart­
men t on Who to send to England in aonnect1on wi tb 
finances ••.. 

Yea. 

•.•• to help General ..•• 

1 

You mean on this new Advisory Comm.ieeion? 

Yeah. Now, the last time anybody from the War Depart­
ment talked to me was on September 1, when MaCloy and 
Hilldring aame over here •••• 

Yes. 

•.. . to eee me. 

Yes. 

Well, about three months have paeaed and then George 
Harrison calls me up -- the th1ng has to be done on 
the apo t. Now •••• 

Well -- (Laughs) 

It's that way so often, Harry. I mean, it drags 
along and than suddenly somebody gets awfully 
exoited. Now, the reasan I'm calling you is t hat 
there's been a number or-- oh --little mieunder­
atand1nge about this thing which I think, with 
McCloy, I've finally cleared up, and I d1dn 1 t want 
any more H I could help it. And I talked wl th 
General Devera when I was in -- he came Uf to see 
me in Scotland and I wondered lf, einoe I ve seen 
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hi m, whether there weren't sooe cabl es from Dever s 
abou t this because I haven' t eeen anything or heard 
anything until Harrison called me up. ~~d I .•.. 

Uh - - watt a minute, I' m Jus t scribbling this down. 

Yes. I mean , there must be some communication~ 
fro m Devers which were meant for me. At least, I 
should think that there would have been and -­
telling me what kind of people he wanted. · 

I don't believe he 'd-- I don't believe he'd have 
much to say about that. 

'II ell, you see .•.• 

I believe he'd leave that to us. 

Well, he did take it up with us. 

He talked to me about it recently. 

Yeah. 

Hilldring has, and I think Harrison. 

Well, we - - we would be -- if they want us to 
advise, all right. But I Just got a little bi t 
of a feeling from talking with Harrison that 
he'd already offered it t o several people which 
would again put us in 8 position ••.. 

He had already what? 

I gathered he ' d .... 

He had already what? 

Offered it to several p eople. Then it Puts me in 
the position or saying, •No•. And I ' it puts me 
in a very uncomfortable position. 

Well, I ' ll l ook into it if you like. I think •..• 

VI ell, frankly •.•. 

He talked with me about the subject, too . 

Can I say something to you which I would not like 
to be repeated? 
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All right. 

Now, for instance, the last man-- I don't know 
~nether he's offered it to him, but he sort of 
I got-- but it's Jay Crane, Treasurer of the 
Standard Oil of New Jersey. 

Yes, they told me abou t that. 

Well, in the light of all .•• . 

I don 't know that they offe~ed it to him, but 
they were -- had h1 e name •••. 

Yea. 

•••• his name was one or the group that was up tor 
consideration. 

Well, my own - - this is Just tor you - I shou1d 
think the War Department, just for the moment, had 
enough of Standard Oil of New Jersey up in Alaska. 

Well, they ••.. . 

What? I mean •. •. 

Standard Oil of New Jersey wasn't up there. 

Yeah, I think 1 t 1 s their subsidiary. 

In Alaska? 

I think eo. I think the Imperial Company up there 
is their subsidiary. 

Well ••.• 

That's Just tor your ear. 

(Laughs) 

Hello. 

All right. 

That amuses you? 

Well. •.• 

3 
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The poi nt is ••.• 

No, it doesn't-- I'm not laughing at you. I' m 
laughing at the combination. or course, we aro 
poor, innocent, good u:en here. We don't know all 
the gossip ot .•.. 

Well, the point is, Harry, it they come to me and 
say, "Look, l·lor,enthau, we'd like you to nta}te 
suggestions,' I m glad to do it. I mean, I've been 
all t'u'ough this vi th McCloy end H111dring end we 
fet alonf tine. But then it they come end say, 

Now, we ve offered it to this oerson and he 
doesn't want it, end we've offered it to this person.• 
It puts me in a very embarrauing poa1t1on. ,, 

I know. I can see that. You don't want to be in a 
position ot the last resort. 

Yeah. And we had a m1sunderetand1nf over Mr. Wolff 
ot the National Oi t7 Bank and I don t want to have 
eno ther one. 

Well, . I .wouldn't be frank it I didn't tell you that 
I 1 ve .... 

Yeah. 

•... that in Harrison I've got a men here that I 
have great confidence in. 

' 
Yeah. Well, I've known Har rison a great many years 
and •... 

I've known him, too, tor a great man1 end he ls, also, 
one ot the same group of men that I, as an older man, 
have known thrOugh my connection w1 th Allen Klote, 
who was ln the ellver oaee wlth me, you know. 

Oh, yea. Yea. Well. ... 

We were all classmates together in college. 

I eee. Well, that waen't because-- having 
retaining you was not Harrison's suggestion . 

Oh, no. I don't say that at all, because I mean 
what I mean 1s: It's by inoidente like that that 
I've come in touch With Harrison very closely, 
although he 1 e a much younger man than I am. 

Regraded Unclassified



, 

HY.Jr: 

5: 

HI-!Jr: 

S: 

HHJr: 

HMJr: 

8: 

HMJr: 

6: 

HMJr: 

S: 

H~lJr : 

S: 

HMJr: 

S: 

HMJr: 

S: 

HMJr: 

S: 

HMJr: 

- 5-

Would you have somebody in your ottioe, Just t or 
the r ecord, see whether, ainoe I've been in -- saw 
Devers in Scot land, whether he •••. 

Yea, I'll .••• 

•... aent some communication to me? 

I 've taken that down aa you were talking. 

Whether he didn't send aome communicati on to met 

Yae. 

And then, whenever &.rr1aon or Hilldr1ng are ready, 
I 1 d be glad t<l eee them. 

All right. 

But I .... 

I'm very much obliged to you. 

Thank you. 

And I want you to reel that even it you hear me 
chuckling over the t elephone that I'm alvaye 
glad to hear trom you 1t you have any suggestion 
ot that sort. 

• 
Well , I'm glad that anybody can chuckle today. 

Well, it's a bad da1 -- a bad time. 

But it juet .... 

I think you'd better reel relieved that I can 
chuckle atter all that last week, what with • • •• 

That' a right. 

Vhat Ylth the th1nga I 've had here. But that kind 
ot thln_g seem a to agree vi th me. 

Good. 

(Laughs ) 

All right. 

s 
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All right. Thank you very muoh,Henry. 

Thank you. 
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1. 

SWill& 'l7l ~ fV'l:VV ·.,... ~ I •; J- 12, 

~ _,..,.... oJ... 

8 
fl/2. t/'1) 

ObaernUon o! drutic price riau in p1't.cticall7 

tTt'l7 countrr but oura. 

•md the co.-on people ••• art DOt finding it eaq 

to liTe. Th-,r are up against a ntarl7 L.poaaible situation. 

Thil ahould aeron to reaind ua that infiation b not ao111 thiq 

the t ciTilbation hu outgrom dur ing the put twent11•ara, 

u 10111 .... to think. Inflation can happen t odq. It h 

happanlq, with nceedlngl7 dire rteulh to the low inoo• 

people, in nerr countrJ but oura. And it oan happan ht..-. • 
The extra 111m11 !l'Oil war production can plq a&M 

role in our eoonow, u the ao~di tra aptndable dollera abroad, 

llhioh art oauai nc infiation. Our bulwark h OPJ., ud Fre4 

Vinaon, ancl-'JIOw long Vinaon can hold pricu in line, h 
' 

queationecl. "He h doing enrrthinc he can, but the wild 

horlta of inflation aH growing wilder tTt!)' hour, and no 
i!-

ODI ~teu dlapo"d to gin hia &ll1 help. • 

2. I auauted to •• a and Mean a that a tax bill be 

paue4 to incrtue ..-nmae b7 10. 5 billion dollars. 

"You all lm01r what the Houae did about it.• 

•TIM7 pautd a bill calling !or two billion dollar• in 

inoreaaed reTenue, &Dd proTidtd a ainorit,y and a majorit7 

report whi'oh attempted to pron that we don't n"d 10.5 billion• 

in tuu becault we aren't going to apend u 1111oh u we thought 

we wert. Jfo consideration wu ginn the fact that the 11&1' hu 
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alread,y coat a great deal , and that a baolclog of debt mount­

ing to two hundred billion dollars will have been piled up 

by the end of this fiscal 7 ear • 

Quote editorial in Waahington Poet pointing out that the 

Arm,y'a overestimation of funds does not JUke it unneoeuacy to 

raise taxea. •If Congress wante to aake auch exceaa appro­

priations an excuae for inadequate taxation, all it need do ia 

to approve over-liberal appropriations and recapture thea 

at the end of the Jl&r. B7 auch aeana •aavinga' could eaai17 

be boosted ac high that we aight conclude that we dm' t need 

to collect &nJ taxea at all,• 

S, I 1111 here today to renew Adminiatratim '• requeet •tor 

a tax bill that will help pe,y off our war debt at the rate of 

an extra 10.5 billion dollars a year; and that will, b7 

draining ott a sizable portion of our national income, help 

to stabilise our econoJ11, and will give Fred Vinson a hand 

in tr7ing to keep prices doom to the point that the lonat 

income groupa will be able to auatain thllllaelvea through 

the reaainder of the war.• 

There baa, of oourae, been a lot ot opposition to thia 

large bill; but on the other hand man7 reliable aoureea have 

comaended ita courage. ~ote aeveral newspaper editorials 

'llhlch aq we IDII&t pay the bill in taxea, or in the tax called 

intla tlon, 
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· 4. The reaaon fo r suggesting 10 . 5 billion dollars of 

add itional taxes • to be eliminated after the w.r• came from 

fac t that war is coating us two hundred million dollars a 

da,y more than wr present bx receip ts. At nme time, 

aggregate earnings of people are higher than ever before, 

We oan pa;r 1 t off todq, but future taxp~ era ll8f not be able 

to. 
. 

5, Paragraph about Govel'nllent f ial)al polio,- deiii&Dding 1111oh 

10 

greater portion of war fin ance through taxation than at 

pruent. ETer;r tax dollar 1a a dollar leas to be retumed with 

interest when war ia over; there fore, additional taxes will 

improTe preeent position, and put ue in better position at 

wars end, 

6. Sinoe presentation to House, I hiiVe talked to soldiera. 

If the;r could paaa atax bill, it wouldn't atop at 10,5 billion 

dollars. To the extent that we fail to raise this 10.5 billion, 

these soldiers will inherit a neoeuacy portion of the bill 

for the war the;r rieked t heir lives to fight. 

"1nd i f I know soldiers, the;r will not be too happ,-

about reoeiving a glib explanation that instead of raising 

t axee in the midst of plant,- to help pa;r off a two hundred 

billion dollar debt, we asked the Army to revile ita e1t!.ate1 

of the amount of mone;r it needed, I oan auure ;rou that •• 

will han a job on our banda if we attempt to explaiD: how 
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economies in war expenditures can subatitute for the 

col leotion of taxes. I£ theae returning soldiers should 

be faoed with infla.tion-bloated pricee, or if their mail 

from home tells how diffioult it i .a to live in the midst of 

rieing pri. cea on soldier' a pq, we will have a hard time 

demonstrating how we are fighting inflation by aaking book­

keepers to change some figuru! perhapa only temporarily, on 

the booka for 1944 and 1945, inatead of raiaing taxaa. 

7, Actual effect of econo~ on inflation are difficult 

J .L 

t o find , Reduction of preaeure would be onq alight fraction of 

cut in expenditur es, In caae of renegotiation, it would have 

no effect because it would not change income payments, The 

onq way these economies could be made effective from an 

inflation standpoint would be if the7 should releaae men 

and materials for caullller goods, which ci.nnot be done. 

Saving s are not an alternative for new taxea, because tbar 

don •t collbat inflation and d<n •t red~ce the conaiderable bill 

al ready ere at ed. If we can aave money we ought to. 

8. From the standpoint of inflation and of pqing off 

huge debt , we should gather as much in new taxes as poasible, 

This presents problema of getting new moner without injustice, 

We know we have reached a&turation point on taxation in the 

case of maey people whose income a have not i ncreased, or 

whoae inc omea are too low, 
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9. Explanation of the . tact th'at four - fifths of 

1/atione.l inco1111 is wi. th people earn ing l~aa than five 

thousand dollars a year , but thia i ncludes 21. .S milli on 

who make le aa than a thousand dollars a year -- an average 
• 

of eighteen dollars a week • . Theae cannot atand additional 

taxes, and ehould be relieved of prue.nt texea . 

Because of theae ailliou with aub-atmdard earnings, 

we have always opposed sales tex. The cold facta are these: 

1 sales tex without exeiiptiona would fall with a devastating 

thud on tbl•• people earning le aa than a thousand a 7tar - ­

a third of the Nation's wage earnera. Food, in particu111. r, 

1a the largeat item. in a low incoae budget and tne tax would 

thua be heavier as income la reduced • . The only wq to apart 

these people la t o exempt food and the neceaaltiea of lift, 

and that would reduce 1ht tax to a point 'llhere it would bt 

lapractictl . 

•u 70u want to pau a Sale• tax under these circua­

atancu, it la your privilege. You are the lawm.elcers. You 

are the elected repreaentativu of tilt people. You should 

know whether or not they - that la the majority of the 

peoRle you r epresent -- want it . I don't believe they do.• 

10, An explanation of the four kinds of taxes presented to House 

Wqa and. lleana Committee, with 7lelds. Explanation that we 

Regraded Unclassified



- 6 -

presented a wa7 of handli.ng income tax to House Neys and 

Means, but are not going to do it this time. 

"How you raise this money, wnat acheduR8 are used, I 

leave to 7ou . I have asked our Tax Research Division to 

provide you with a substantial number of schedules, d1a­

t ri buting the tax burden of 6,5 billion in nearl7 eveey 

possible, plausible wey. If JOU han ideaa 'llhlch are not 

covered b'f the schedules, the Tax Research Division will 

prepare a schedule to tab care of aey suggestions 'fOU ~ 

have.• 

11 . Dieousaion of dropping Victor:r Ta.x in the interest of 

eimpl1f1cation and what that would mean to eleven million 

taxpeyera. Aleo request not to drop Victory Tax and replace 

it with anothlr equalq oomplicahd tax, as the House did, 

Plea for eimplification. 

12, Suggests that Sen&tore consider the long term significance 

of this tax bill. Swaaey -- obaerntione abroad that 

COlllliWlding Generals are not wastrels . High tu:es are small 

saorifioe compared to the destruction I saw in Ital7 . 

"In ehort, we have been spared the horrible destruction 

of war, eo horrible that no one who baa no t seen it can poaaiblf 

imagine it. For this, we must be trul'f thankf'ul -- ao thankful 

that we will willingly ti~ ten our belh and pa;y whatever it 

coa ts to fight the war to a finish -- to so complete a finish 

that it can never htppen again. 
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When the House pu11a a bill oalling for two billion 4ollara 

in increaaed revenue, and explained that we don't need 10.5 

billion~ in new war taxea because of contemplated econoaiea, 

they did not conai4er aerioualJ' enough that ••• d11 the 

aoldiera will return ho• to pick up the broken threat. of 

their livea. And when they do come ho .. and file their firat 

inoo• tax returns, they will aak very eabarraaeing queationa. 

They will aakt "WWiT di4n •t you people pq aore of thh hue• 

bill whan you we~ -.king all that utra money? Why do you 

burden ua with it?• 

I think the Houae did not give due conaideration to the 

fact that economiea, no matter how impreasive, will not in &n7 

way affect the two hundred billion dollar debt which we alrea4y 
han. 

The onlJ Wl1 that econoaies would be etfeotiv• from an 

inflation atandpoint would be if they should releaae man ana 

materiala for the ~ufactilre Of CODIU..r gooaa, an4 thUI in­

CI'IUI the .. out of goob upon which people can a~nd their 

inoo••· But there 11 no indication that n oan affora yet to 

releaae either ..a or .. teriala froa vital war production, re­

garalan ot &n7 econoai11 whloh oan aafelJ' be ..ae at thh tlu. 

So it h oertaln}J' aah to •11 tha.t aavinga are not an 

alternative for new tax11 a.t thh particular tl.Iu. They are 

• . .. 
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fh•T are pncticallJ without influence in combating inflation, 

and they certa.l.nl,r will not reduce tba conliderable bill we 

have already created. 

If we can aave money , it we oan reduce our expenditure• - ­

either war or non-war -- it ought to be done . I am aure you 

know where I at&Dl on that. You 11it1:f reaeaber that moet ot yq 

reco .. en4atlona to the Byrd Committee were adopted, an4 con­

t ributed conaidenblJ t o t he two billion dollara ot aavlnga 

, I 

• . .. 
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that have been made over tho laat two yoara , r have consis ­

tently u r ged t ha t we cut coate aYeryllhere it can be done 

wl thout i nterfering with the war ottort . 

In that connecti on, I took • atend det1nitely aga1nat the 

' cn lchead Bill, which the Senate r ecently peeaed, with the 

possible r esult that the Go.,.r!'lllent will weate fift een m1111on 

dollars each year to do Yer y badly a job which tho Government 

ia now doing Yer y atfeotiYe ly at practically no coat to tba 

J.aerican taxpayer. Tba Smato wo•1l d br eak down the volun tary 

cot>perat1 on ot adYerti aers and newapapors and other publ1oat1ona 

and radio, who, at practically no oost to tho GoYernmont, pro• 

vided thirty 111lli?n dollars wo rth of adYert111ng during the 

throe weelce ot the Third War Loan. Thoro are no poesible 

grounds upon which thia waato of tittoen million dollars can 

be justi f ied , I &ball keep my record for eoonaay caneietent 

and continue to oppoee the peseage ot this bill 1n tbe Houee, 

Yeeterday, tho Bureau ot the Budget releeaed a new 

amnma ti on. 

It pointed out that antioipat.cl e xpend1 turea have bean 

reduced tram 105,9 billion dollar• to 97.9 billion dollara. 

Thia conta~lated aavi ng baa come obout •• a result ot our 

CYer•eatimating, nearly a yea r ago, the potential output or 

the American economy. We are going to tall about 8 b1111on 

dollera abort ot producing the uount ot wr materiale which 

•• originally beliaYed .. could. Thia ia not likely to ba 1 

. ' 

• ' .. 
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aorl~ue s ituation, beoauae we atill a re going to be a ble 

to produoe g2 bill i on doll a r s worth - - and g2 billl~n dolla r a 

will bu)' o t remendous amount of 'fery ett eot1ve war ma ter1el. 

I t will buy a grea t dea l mor e t han an1 ot her Nation oan produce. 

The new aummary als o r a i sed aa t1ma t od reoai pta by a lmoet 

3 bi llt •na. I will be asked whether thi l chanGe in contemplated 

expendi tu re• and receipte, which ui l l reduce our Nat1Jnal dat1o1t 

at the and of the yea r by a ppr aximatal7 11 bi l lion dollars, doea 

not alter t he need ror mcraaeed taxation a t this t m e. 

In our eati ma tion 1 t d oe a not. 

It d oes not becauae - need to r educe f utur e taxes t or t he 

r et ur ning soldi ar a, and for ourse l ves , and tor tut ure gener a tiona, 

by payi ng ae 1111oh of the wa r ooate as we oan t oday . 

It our datioi t t or the war t his yea r i a goi ng t o be 11 

bill i on dolla r • l aea , en l i f we oan add 10 . 5 bi l l i on dollars in 

new taxee, wa wi ll be a bl e t o e how tho aol diare 21 billion 

dollar e tha t they will not have t o pay in taxaa when t hey ge t 

back. I thi.nk the t i a all to the good. 

And this r eduction 1n cont•pla t ed axpand1 tures will not 

&reatly a rraot our economic .atpation . Aoeording t o bea t 

oa t imataa, i noome payaanta to 1ndi 'fiduals during thh year, 

l natead ot ba1na 152 billi ona wi l l bo about 148 billi ona. Tbla 

4 bi l lion dollar redueti on wi l l be spreed aaong a l l or the 

people, and a l l or the buaineasaa in the Na t 1Dn. It will be 

aoa r cely felt. The Amer ican peop l e wi ll a t ill ha'fa S6 bi l l i on• 

ot dollar• i n U q.,i d aavinga dur i ng the t h oa l year or 11144, 

• rac!uotlon or about atx billi ons trom pr e v1oua ea t imataa . 

· n 
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m at atill 0 ivea tbem a lo t ot l eeway to pay taxea . 

t.e a reeu l t of thia revieed budget eu~~~~~&tion, I will be 

aaked whether or no t I still a tend on the poa1 tion t hat we 

shou l d be payins a t leaet titty percen t of our wa r expenditures 

out of current i ncome, and the answer ie yea. 

l'le c houl d be paying a t l eaa t fi f t y percent. If we were to 

pay onl y fif t y pareen t, whi ch I t hink 1e wrong i n view of our 

. l 

n1gn lleti •nal 1nooe e, I woul d have t o reviae the /.dJDinietrat i on '-. • 

requeet tar taxes to fi ve b1ll1one ineteed ot 10 . 5 billionaJ i:or 

our war ooet t~a year will ba 98 billion dolla r s , a nd t o pay 

hal t of thie bill in taxea wou l d requ ire five billion dollars 

more t hAn our present reoe1pta. 

Certainly the Senate would be alllrlcing ita r eeponaiblli tiea 

i f i t d i d not provide thi e f ive b1111on doll are, at the very 

ml.n1aua. And I e1noere ly bell avo that they oan be rightfUlly 

a ocuaad of e blrlcing their reaponaib1litiee i f th ey do not 

i~eaae th ie f i ve billion dollar • to auoh eloeer to the 10 . 5 

b1ll1ona we a r e aeldng. 

'!'bat 1a llby I have eon:e hero today to renew the Adlllinhtra• 

t1on 1 a requeat t or a tax bill that wil l he l p pay ott our wr 

debt a t the rate of an extra 10. 5 billion dollar• a year. 

I don 't bel ieve thia ia an unraaaonabla raqueet. 

I t aeama to •• that auoh a propoaa l is muob eae1er to 

Juat1fy than the propoaal that we deoUne t o pay ott • more 

ai aable proportion ot our debt a t the very aame time that our 

... 
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agsre._ate earni ngs are h1~r than t hey have eYe r been in 

a ll histor ;y . 

I t aeome to me that i n the oyae or f u ture genarati ?ns It 

will , o JnUOh easier to Justify auoh a raqueet t han it 1a to 

j11 s t1 t y t ho a r g,ment that th1a 10.5 b1ll1on dollar a will ham• 

s tring busi neu and throttle the [lllbl1o, when 1 t 111 c ommon 

~owledge that t he pe ople are aa1'1ng money at a phenomena l r ata 

anJ corpor ation earnings are up oYer as billi ons , The public ' a 

an1nga in t he banko today a re 1'1 ve time a a a large a a t hia 

10 , 5 b1ll 1on dolla ra t ha t we era •eking tor. 

Do.a anJone doub t tha t lt 1a vital t o the ma i n t enance or 

a sound , overnaent f i aca l polic7 tha t we tinonoe a much great er 

por t i on or the war through taxat1 n than a t praaen t f The huge 

coa t or guna, amJnUD1t1on, war aquip•ent, trai ning our eold 1era, 

sandi ng t hem abroad 11nd taking ca re of tha -- tll1a coat IIIUat be 

.. t al ther b7 taxati on or bJ bor rowing , Md eYer7 dol lar that 

wa r a1aa through taxa tim ia a dol lar lau that all have to 

be re turned, wi th intereat , when t he war ia OYar, ~retore, 

.. our1 n.s additl onal taxes at tll1 a time woul d n ot aol)' i~Bpron 

our praaent poalt · on, bu t wo1ldput ua 1n a t ar bat\ar poaitian 

a t tha oonoluaim of the war, wben we tllll be t a oad with Yaat 

and axpana11'a problema in oonnaotlon wi th reoona truotion and 

raadjuatnent ot our a oonamlo • Jataa, 

• . .. 
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Since Dlllcing the preaent&tion to t.he \/a7a and Keane CJMilitt .. 

I haTe t alked to many of our eoldiera oTerseaa -- t o the mtn 

who are aotuall 7 f ighting the war -- men who f or the moa t part 

are trring to liTe on a baae pay of $50 a month and hold together 

their familiea and aa a&nT of t heir poaaeaaiona aa poaaible 

until they can get baok, and get joba. 

I t hink it thez had the power to pua a tu bill, thia 10.5 

billion dollar• would whba through without quution. And I 

think thay han e&l'lled tha right to hue their feelinga in t he 

matt er conaidered aerioualy. 

ro the extent that we fail to raiae t hia 10.5 billion 

dollara, these r etUI'IIing eoldiere will inherit an unneoeeaary 

portion of the bill for the war they riaked their liTea to 

fight. rhat ill a taot that will lin as l ong u the m~aorr 

of thia war. !nd the •110ry of our exouau IIIIJ lin aa long . 

If I kno. aoldiera, t hey will not be t oo happy about 

receiTing a glib explanation that inatead of addi*l .war tuea, 

to halp 1*7 off our debt, w japed at the opportunity t o tab 

adTant~&e of ourrent budget reTillona, aDd !pored all that 

hu already bean l!ptnt. I oan enure you that n will han 

a job on our halllla it •• atteapt to explain how projected 

econoalee in war expenditure• can aubatitute for the 

collection of tuea ~bile our aalariea and 

• . .. 
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• • a• • ar e at an a ll t ime high, I t t baee retu r ning soldi ers ahoul4 

be raced wi t h i nfla t 1on• bloated prioe e, or i t tba1r .. 11 tran baee 

tella ~ow di ' t1cnlt it 1e to live i n the midat or rising pri oaa 

on ao ld1er 1 ft pay , we will have a hA r d t iaa demons tra ting bow we 

ore t 1ght 1na inf l at i on by asking bo okka spero t o ohsnga aana 

fisur ea on t he bo ok• tor 1~44 and 10,6, ina taad ot r aiaing t azea. 

"lhen I preaen tad the .Adli1Dhtra t ion 1 e eu.;gaat1ona to the 

t:.OUae :a:va a nd ~· .. na Ooatittaa, I poi n ted out that the tax bill 

th1a r ea r baa two purpoaaa. Plrat, t o i noraaea r evenue ao we can 

pay ott a large r par t of t he huge w r ooa tt m i le we bave the 

... on en and aeoond, t o c anba t 1ntla t ionar:v trends which h ave 

threat ened eYer eince we launobad upon our huge war produoti an 

program . 

The cu r rent ch ang e 1n budget t1gur &e will to aome exten t 

l pr ove our a1tuation 1n rep rd to i nflation , But b)' no mean a 

will i t ramo~ the threa t , The people at111 will have_ billion 

dollars wh ich oann ot be ..,an t on oonauae r goode, b aoau aa the 

• •ount ot ooneuaer ~ooda ava ilable baa not changed , 

I am woll a ware tha t aanr Aaorioan people, ae wall • • 1111n7 

l agi elat orft, are not greatl)' oonoer n e4 a bout the poeei b111'f ot 

i nfla tion onrt aking u e before the ond ot the w r , and s taying with 

u a to mako doubl y dit!'1cu l t t he Job or J'80onatruct1 on . 

There aeama to be aome f eeling thl t , by acme mag1o, anr 

auch s itua tion aa we euf f ared during and a t t ar the laet war, 1n 

spite ot tho tact t hat we hive t e l' mor e moner t oday, end l e a a 1n 

propor t ion to a pe nd 1 t oo , thnn we bad then , Thera ae- • to be 

• . ~ 
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a atrone hel1Dg that inflation ia out ot date, like the term 

r.e uud to uu to explain it -- the hlgh coat ot lhing. 

Let me auure :you that thia il not the tact, and that 

Congreu would bt ahirking ita r11ponaibility to the American 

paople and to the future of the American Nation to hide ita 

he ad in the aana. 

I talked to an officer of the ()lartermaster Corp• in 

French llorocco about three weeka ago. I aalced him about food 

auppli11 -- where he got thu, 1M whether he waa haYing an:, 

trouble aupplflDg hla nee4a. 

The officer aaid1 -rell, of oourae ~. Secretar;v, we don't 

buy IJl1 too4 here at all. l'he prlo11 are too high . The troopa 

around hllra han b14 the prio11 up. So the Quartel'lllaater Corp• 

ehipa in the too4 we nud. It would break the Amy'• treaaur:v 

to buy &nfthiac at the prioea ther aak around here.• 

Three or tour cl11• ago I read an As aooiated .l'ress report 

t roa Bari, Itt.lJ. !hie report aaid that a auit of cloth .. in 

the oheapeat qut.lit7 had riaen to about S, OOO lir e du.ring the 

nr ana in thl lut two untha had inorea11d in coat to twice 

that aaount. A oouple of aonthl ago you could get a pair of 

euou tor 600 lire, but now the7 coat 1,800 lire. Not long 

.. o you could buy anirta tor 100 lire but now th'f coat 850 lire. 

• . .. 
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Yoetorday I r ocolvod a r~ or t f r o'! A l Si ora conoorn1ng 

Uv1n0 conditions in Prance . I t ata tod t hn t ogga were aelling 

for 60 f r anca a d o&on , and Ch ickona COat 900 franca, f ar any 

t or tuna te be l.ng wh o bad tho t much money . 

~ck or theea stoop price rieea, liea just one aimplo 

phenomenon. Now money haa come into these a r oaa and tho auppl y 

or good a 1a ltai tad. So pr1ooa a hoot ~ . 

And the o-on people or l!oroooo, I tal:r and Franoe -- and . • 

3reoca and China f or that u ttor -- a re not finding it oa ey to 

live . Tboy a re up a e• 1nat a nea rly ~oaeible situation . 

Thia ah oul d ao rve to romin .l ua tbat i r.f la ti<ll ia not ~~­

Lh ' ng that civilisation baa outgrown during t he paet t wenty yoa r a. 

Inf lation oan h ap pen today . I t h lul) .•Onin~:,, with oxooodingl:r 

dire roeu lta to l ow income people , almos t everywhere . hnd it can 

happen not i n the creeping way wo aeo it today, bu t di aaatroualy, 

bare a t bOlla. 

Our inflati em p robably would oe la ea utrome tlun tba t 

which noor t ortul'aa tho peopl e in oountriea abroad. llut tba 

pr inciple ie the aaaa, and a f i f ty poroont rieo i n the coat 

or 11'rill8 h ftll wi thin tho N a lm of poeoililit;r. Th1a would 

pro•• a oet daetruc t 1 vo to ua , and woul d r equire draa tic and 

expeni1Ye a ction on tba pe r t of the Oonrnaent . Certainl:r 1t 

t 8uld cripple buainaae and throw hardship on the ft.merican people 

to an infinitel y sreator extant than 10 . 5 billions of ne w taxes. 

In princi ple, the axtra aonerw bi oh our atilllulotod production 

baa brou.,h t to tho people of Am3 r1ca today, can play t ho eaaa 

~ 
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huoo in our eoonOIIIJ' ae the aolclina' apendable dollara an 

causing abroad, The principle 1e the aaae. We han 1 lh0Pt11e 

of goocla, exaotl7 &I thly h&Ye abroa4 •• not to the aaae extent, 

but to a great enough extent to oauae trouble , !h, onl7 thine 

that we haye which they h&Yen 't ia an OPi, ana Fred Vinaon, 

whoae r eeponaibility ia to ait on the lid, 

How long Judge Vinaon ana people working with him will be 

able to hold price• ln Una uncler pruent circUJUtancn h a •• , 

quution. He 11 doiug n erything he can, but the wild hor111 

ot lntlation are growing wilder eYeJ'1 hour, ancl no one aeaaa 

dilpoaed to gin hb auch help. Our eoonolllio picture at t hil 

time ae.., to be a galaxy of punctured oeil1nga, tottering 

wage fonaulae, an4 politioal Yilwing•with•al&rm ,, , , or with• 

tirdaitT• 

It ia 1&11 to undereatiD&te the poaaibility of inflation, 

and to dhregari the :naoeuity for taldng prohotin 11111aauru. 

The taot tb&t we han done aa nll u we han in controlling 

the coat ot 11Ying up to thla point make• a gnat a&DJ people 

onr•oont 14ent. 

But thia ia not the flr at time in our reoent national 

history that we h&Ye failed to heed warnings. It i a not the 

fir at time that we haYe ohoaen to be optimiat i o about the 

future at the expenae o! being t hought ful of the present. 
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1 14 111ta to reed to you a parasrapb tron tbe Praddant•a 

.,., .. ge to the 70th Congraaa or the l1n1 ted Statea, a ant up 111 

Deo•ber, 1QII8 . The rollowing Ootober you 11111 reoa11, we 

eurrared the graoteat r1nano1ol oraah in hiatory. 

"No Congra•a or the United Stetao OYar oaaembled, 0 

the Proddant aotd, while all t hlo woe brawing 1 "o11 

aurn)'ing the ateto oL the 11D1on, boa aat with • aoro 

pleooing proapoot tbon thet Wbloh a ppaora & the 

preoont tt.o. I n the doaootic r1e14 than 1e tran­

qu lllt)' and oontantaont ••• '1'bo groat wealth oreato4 by 

ou r ontorpriaa and 1nduatry, and oaYad b7 our ooonCIIIQ', 

boa had tho w14aa t 41atr1 but ton among our own people, 

and baa gona ext t in a a toad)' a traa m to aor Ya the 

ohar1 t)' and tbe bu a1nau or the world, The require• 

aonte ot e.xhtence have pauad beyond the atondord 

of naoau1t7 into the regt m of l u.xur7 , Enlarg ing 

produo t ion la c~nauaod b7 a n 1ncreo e1ng d - nd at b..o 

and. an azpu41ng o-eroa abroad , 'l'ba oountr,. oan 

roprd the proaont w1 tb aotlaf oot1 on and ant1c1pata 

tho t'uturo w1 tb op tim111111, • 

'l'baro 1a no 1n41oot1on here the.t any threa t lay 1n tb8 

wind, 'l'bare 1e no 1adloat1on t2la t the golden draom of 1QII8 

Gould ba an7th1ng but an o ooeptod w y ot 11fa. It boa all the 

COtllplaoent a asuronoa of tbe rooont report rrom tbo Lonr Houaa 

on the ~ 8111. 
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~ t that wa not Uw t act. lola n3' people btaok i n thoee 

d&Ja kne w t no t , •• iia l tar L1pp!Un pointo<l out a tew da)'a a go, 

National lead •rah1p •• turning a bllnd e1e and a dear ear to 

the intlationa r,. toroaa than pruan t. 'l'be llat1on had been 

n rnad by the Yery u n who la tar, a a Pr .. 1daot, r eaped tne 

f r 111 te or thie opUa1-. Tbreo )'tar a bet ora, be bad called 

a t t enti on to certain nati onal policha, a nd aaid , • ••• it Mana 

i nfla tion with inaYi table collapaa antS wi ll bring tbe groataat 

oalaait,. upon our t araera , aod worlllra and lagiUuta bua1naaa.• .• .. 

Ju t 1n tho .. da)'a tba lfa t i on and ita l .. dera pretenad 

to aee tbe aunn1 aide. ETen tba t1na.no1a l craah itealt ffj_ lad 

to j ol t aome ot our Na tional laadera into looking at tbe 

probl~ real1at1cal lJ. Tbree aohtha af ter tho craah, the 

Secre tary ot the Treaeuey told the publ1ct " X ••• nothing 

i n the a1tuat i on which nrranta peeaimi am ••• ther e ie plant)' 

or crad1 t aYailabla. • 

I t i a 11ka our aa )'lng toda,., " Inflation 1an1 t bad, l et1 a 

f orget it. Let'a get rid ot our praaent contl'ola aDd 

aet up no new -aurae - tba7 1 ra a nu1aance. • 

In renaw1ng the AdlliJIJ.atrati on' a raqueat tor a tax bill 

that will hal,!~ pay ott our w r d ebt at the rata of an extra 

lO.e billi on dollara a ,..ar , I want to -.phaa1aa that by 

draining ott a aiaabla portion ot our na t ional income, it 

will help to atab111aa our aoon•y, and w111 gin Fred V1naon 

a hand in trying to bep priau doom to tho point tba t tba 

lowat incoone groupe will beabl e to auatai n thall&elYea througll 

the r ... 1n4ar or tba ..,.. 
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llollu• en17 7'U fer l.atere.t pq.at. al..eu oa that ae•t. 

u the s-tt faila tt tab the ratpeun1l1t7 of ntilc a 

daable tu •111 ... , we will llan to ai4 fov Ulli- to 

the eo.t of O.Te..-at efti'JJe&r alter •zt 1-.q. W thb 

clot• ut ooat•platt P'll.ac ett tM ae•t, whiu ot eouH .. t 

bt a ... , .. a will .. a ....... wt.ll • ..., ... •nu .. euh 

ftat l.a w)O' I llaw - hara tMq tt ,. ... tlll Y.bhtft­

ti•'• rett~~et fer a tu Ull that will llielp pq ott tMt tw 

hDlrM ~lll• a. a r war ae•t at tha rate ot aa erlra 10.5 

llilli• u:ua.. a 11u. 

I a.a•t \tll.an thie 1a aa 111U'taeeullle rapeat. 

It ,.., to • that 1111h a propoeal 11 •th euler tt 

J•tif7 tha the pNfllal tllat w itoliaa to pq ett a .... 

aiaalllt pnperti• ot ov a.•t at the "'1'7 ,._ tl• tllat tv 

accncatt eU'IlJJic• '" hJ.Per thaa thq haft l'f'll' bt .. l.a all 

hilttrr. 

It,.._ tt • tlaat 1a tM e711 et htve ctaarat.t.a it 

will M _. tuier te Jut1t7 laM a ~t tua it l.a tt 

J•t117 tM MU.. uc at tMt t~ 10.5 ~lll• .. ll&N will 

haa-strlaa n.1 .. , ... tu.ttt. tu ,.we, -.. it 1• • • 

ku.l ... e that tllie r-.U art •.UC -r at a fla-.al .Ntt 

..a ttrparatl• IU'Ilillp art., ewr 18 wru ... !1M pa\lle'• 

• r, 
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an iD&• 1a the 'bub t~ are tiw tDu u l&r&• u t h11 

10. 6 bllll• bllt.n t)lat .. are uthc t•. 
It 11rtaJ..aq 1a .U auier h jutU7 aathc fill' 10.5 

billion tellan th.aa it 1a ta )ut1f7 pau1Jrc thi• ullt u.c 
to tM ••tanllc HUlen, ui tMiP IIUU... &Ill ... , &Ill 

ut tua t. .,., 1t •• tU¥ _, 'be tar le11 allle t. -t tu 

billi thaa .. ant....,. 

• DM• .., ... uullt that 1tl 1a Tltal to the aalateanll ~ . ... 
ll 10Wiil Gon,_..t flaaal ,.U.7 that W fhn11 a .0 creatar 

pertlo11. ot tU 'RP U..qk tentJ.a t laa at P"•••tT fJa.e lutp 

cut ot ca-. •-ttla, 'RP •41111)111at, tnJ..abc .., MWen, 

allli f.a& thea a\NU. ul ht"-c a&H ot t)laa - tAla bill -t 

bt Mt tltUI' 'r tant1• W .. 7 bwrw1Jrc. Mil l'ftl'7 u11ar 

that w n..laa ~..p tantla 1a a lallar lea• tW 11111 M'ft 

to be Ntv.l. witll. lat .... t, ... tlllt..,. 11 l'hl'. !bntwe, 

.2i.~tour1Jrc ldlltu-1 t.... at thla U• ...U a;et tal7 bpraw 

ov ,.. .... t peeltlla. 'ht •..U pd 18 1a a tar beUar pea1t1• 

at tht Mului• ot tM 'RP~ 1Dia •• 11111 be tuei wltll fttlt 

&11.4 t:lptUl'ft pJ'MU.. 1a MD.Uttllll with PIIOMblleUIIl alii 

rNijut.at et ev M....ta qwtw. 

SiaM t' 'II tM pueatatila tt tM lep au. ._. Ccnmtttt 

I ha.,. talbl ta -., ot ov 11Wtn nanau -- t• the ... 
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who ara actually t 1ab.t1ng tbe wr -- aan 11bo tor tbe aost part 

are tryi ng to 11Ye oa a baaa pay ot $60 a a ootb. and hold 

together thalr ta.J.lioa aad aa aaay ot tho1r poaaa .. ioo aa 

go .. 1 blo until tb.ay eaa got back, got J oba, a nd pick up tha 

broltan t .lreada or their 11 na. 

I oan tell you that 1t ~ had the power to pue a tax 

bill, t h1a 10 . 5 b1111on dollar a would whiaa through without 

qu .. uon. And I ~lt tb."f haYo oaraod tha r1gbt to ban their 

teollnaa 1n the .. t ter cood~rod aar1ou8ly-. 

To tha extent that w taU to rabo tb.ia 10. 5 b1llloa 

d ol lara, tboao rotum1a g aold1ar a wi ll 1nb.ar1 t an una.ooaaaPJ 

portion ot the bill tor tho war they r 1akod tha1P liYaa to 

tlgbt. 'l'hat 1a a taot that w111 live •• l ong aa tho -OPJ 

or thia war. .lJid tha ••"7 ot 011.1' oxonaaa My 11-ra aa 

long . 

I t I know aold1on, thOJ w111 not ba too bappy a bout 

raooi rtng a gl1b OJ!Plaaa t1on that 1natoa4 ot n1a1Dg ta.xaa 1D 

tba aidat ot pl•tJ to halp pay ott a two bamdred billioa 

dollar debt, .. aakod tha Araf to r eYiao ita oa tiaatea ot tha 

•ount ot aoao:r 1 t aoodod. I oan a aau.ra :rou that •• will haft 

a Job Cll .,.I' !!ada 11' .. a tteapt t o explain how proJected 

aoonODtaa 1D war Upeadi tare a 0811 wbati tuta f or tha collact1CIIl 

ot taxoa. It tb.oaa retuni n g ao141ora thould ba raced w1 th 

1ntlat1on• bloated pr1oaa, or 1t their M i l !PO& b.cae tella 
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h• illfi.Ut it 1a to Uw h tiM aibt ot riabg priON oa 

ao:Uler'a J&71 • 11111 uw a hut U.- •-utntiag bit n 

ara fJPtl.JIC btlaUea \7 ukiJic 'beekaepera to elwt&e •­

flgvOI, pel'hap~ nl7 t•perari~, oa tu 1loeb tw ~ u1 

19fo6, 1uha4 ot rabhc tana. 

n. tlltllltr of thb cltige ahouU 'be aolt-n1.U.t. 

Ce!'ta!Dl11t la n!Unt to tu Wuhi~gt• hat. 1 fn U,. 

ace the Poet u~o4 tu JVth h an MJ.terlal. It adis 

•tu t .. t tut t:bl AniT ......... u.to4 u. -t ot t1111111a 

1t woala roqllira tlWI roar low not •an that • oan rogui 

ita n ,,.., .. &lJI'OJirlotl• u '""Uc' • ftl'l'&lltillc a rol.u­

atioa in OW' ettorta to onor M1'e at Olll' war ooata tra tu 

rnoa••·· !be hat ~ .. e•tl....a, •rt Coacroaa aata to 

ake nih ezoou &Piftplatl:r a ex .... for luiefl&t• 

tuat1-. all 1t • .a •• 1.a to approw enP-ll'benl appro­

pr1at1- aal rooa,tvo tU. at t:bl .., ot tl» rear. B7 nih 

.,.. 'anbca' onli ... 1~ 'be 'b-t.a " hlgk that we aight 

ooaelliU that • ioa•t aeo4 to oolleot uq tuoa at ell. • 

\Jhea I JlrOiant .. the JUUI11abat i an '• 1uggoationa to the 

Houe Vf&Ja u4 ldlau C~tt .. , I point.a out that the tu bill 

thl• year baa two purpoaea. Plr1t, to d~eraaae reYenue ao we 

c&n ~ ott a larger pert ot the huge ft1' coata while wo han 

• . .. 
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the aoaq. aeeollll. to e cabat 1nr1au cmary t:reJ>Ola Cliah ba'fo 

thftateaed. •••~ a1u H w ~chod upou ov llage Wl' produaUOD 

pl'Ogl"•• 

Let'• d1 n u .. this 1utlat1on ~t on a atr1otly a--

Puat or all. lot'• d.hpoao or tba troabloa- tora. 

"1utlot1ou l')' ~·. fllat 1a a .,...,. d1tt'1cult term to 4at1na to 

tbo aathfaotioo ot OYOP)'b od7• 1114 I tbink we .. D do 'fV)' -11 

t or lHa 1a going to bo lU b1111on dollara. u d tho .nppl7 ot 

ood.a u d MJ"flooo npca whlah thlo aoaey on bo opct 1a aoftrolJ 

11a1'-4• •• JW. wll know. I. oafo aoU•t • of tho ftlua ot 

theaa goodo u d eorY1ooa mloht ba 80 bt111on dollara. !be 

dlttorenaa bo'-oan tbooo tw t 1euroa 1a 66 billion dollara. 

SCilla of \hat 61 b1111oo dollora 1a 111 Wl' banda - 81 b1ll1oao 

or u. s- ot it h 1ll tho banb • Somo of 1t 1a 'ti.Dd.u tho 

-tu.oa. llnah ot 1t 1a h U t o l nallJ'OJlco u d othol' oua b 

!bore 00 ... to bo a groat dMl or OGDfuo1on 00 to tb8 

1utlaUC1Dary potoat;ta11Uoo of all tbooo l'epoolt.-lao or tbo 

pooplo'a t'tuMI.o. l!llt tho a-•--•• toota of tbo - t tor oro 

ibat UJ' OP all ot UlooM NJOeltOl'100 Ua 00 i ntlatiGDOl'J' aad 00 

ooa-lnnattonary. •• tbe ... plo want thea "- boo 
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Op to thia point. ~ Amerio~m pe ople ba•e hand l ed thio 

eztpe a cmey w1 th • gl'eo t deal or intelliaenoo. They t. .... put 

1t into •r bolide end lert 1t thuo. !hey hen put 1t i:Dto b&lr:a 

and inauranee. a ru lert i t t boPO. It thor c on tinne 1n t hio c011ra•• 

we eP&fa1rly I Ofe . booauso money the t people do aot oh- t;e 

ap111d i a eortunly llca-1ntla t1 anary a ODoy. ••en i f they ba•• lt 

J1Jl8llllg 1n thei r p oclr:ak. 

Oil the otbar band• we '110Ul4 be ebirkins our dut1ea. I • • ' .. 
.... ry aure or tba t • if w oalloly a19p-a that th1a t htn rra.­

work ot publio pa)'ObDlogy h anffici ot bul• rk • 91!- nat i ntlaU• 

- an 1~t1on 'lll1cll.. Ill t h 6S bill ion a let loo••• coul d upii'Oet 

our oaoa.to aye &e a d tear 1 t to a hr~ 1a -- alld could do 1 t. 

~r aert.in o1r ouaatencoa. with a ll tbe ah ook ·aDd aud4onnoaa 

of tao lt~Q ONP• 

• boft tried to oet up 1ntlotion ooatrola t o tort11')' 

oaroelfta a t;aiut a p oaslble r o'far .. l of thia publ ic paJ'Oholou. 

a ronroal :U. tba t wh!.eb - • a t .. ,.era ago .tie uro­

lo~~a llaak Cep..Stera nddaly tllJ'Dod on tho atroa&••t lleka 

1:D tllo laUCIII ...s 4~od tbo1r ~. 'ftlet 1a 1lb:y wo atro•• 

tho ,..,... ..... e4 t:h1a lD.S bU U on dol lera tax propo•l aa aa 

11Dt1-1ntlaticmary ••ave. I t wool4 be aoro a ccurate to 

cleaor1bo U; •• .. taatially an aaU-1ntle t1 ooary f .. tor. for ita 

woul d boooao aoat o•14ant cmly if wo "r• to nood the utl'e 

preaaut ion i t roprooeuta. 
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' o:t• U.111t a:;o, aha l 1a12tlou a that t ha plll'pNO of t hl.a 

bi ll ,. .. l o raln revonue II.DI! to conbat lntlatlon, a c-nt~ 

.1'?1\ptly aeucl 011 boa mch o/ the bill Will for one, an4 bow -..h 

:or tho othor, •• t ho gh he oxpoot.a me to cay that the propoeal 

la clivlalba bT two, and a c:orh1n nu11bor of dollt.Pe are alletto( 

~() rovonuo, and a certdn nu."ll!,or t o avoid i nflation. 

)bvl uudy, llhtn we u y t hin bill dou a -'oublo-heu.a job, 
• . ... 

"• don •t 11111an lo inter that 1t c:an be dl-.lhd into twD po.rt1. 

It h all OM bill. It 11 big - 10 . 6 bllllon clollan - btaUit 

thoro 11 oYOF7 1nc!1eat1on l~t people ONl ~7 that ateh \UIIItr Ill 

•oono:v t hat will brit~C; t hee 145 bllU on dollare dW'lJIB t hil -,.a .... 

1 U:o~ aa a COI'tlllaJ?' aclv&ntli•• 1t the taot t hAt ten &IIi a halt 

blll.Lon dollus daducto4 ! rca apea4aba inco1110 aut~tioall1 

Pill• ua oa ta!ar g:ool.ID4 u tar u infl ation 11 eonouud. 10.6 

bl lUo.n doltan 110n •t atop ln!latbn. • caMOt collect 10.6 
::00. 

b1ll1011 dolan 1n tuu, a.m than oalal¥ "allt 1111.1 Ul4 loaw 

~ baltl door tpea tllll upeot the hoPitl not to NA ca. N 

it daflAi\elT la • etop 111 t ho right dl.Hotlo11. Alii 1t la ,. .. 

hap• tbe ou atop tbat will be lift to t ake b7 the U. w hne 

tlnlah.a b..Ubt aoa all the other bal'l'indu •• haw thNIIl 

up ~alnlt the wU4 hOPitl of 1n1'lation. 

I u .. u ann ~t 'li&Jl1 a.orl o1:1 t't opla, u •ll u ..n;:r 

lttlalatora, ara nol concornod about t~• p~a alblllt7 of ln!latloa 

over hltln(; u.a bet oro t he on4 o! t he n r , 1:1d a t~·lll!: lli th ua t.o 

~~ 4~~ bly dlitloult tho Job or racon•tructlon. 
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There 1eeaa to be 1o.e f eel i ng that we are • •r1 wi ae th .. e 

day•, and becau1e of our wiadoa •• wi l l avoid, b7 so .... glo, 

an1 such • l tu&ti on u we 1uffe red dur ing and &Iter the l&at -.,. 

There 1eema t o be a 1trong f eeling that i Af l&tion ia out of date, 

like the term we uaed to uae to e.xpl&i11 1 t - - the high colt of 

liTl ng. 

!At • auure you that t hh 11 no t the f&ot, and that 

Co11gre11 i a lhlrtiDg it• re1panaibilit7 to the Aaarle&l1 people 

and to the future ot the '-trioan Nation by hldi~ it1 h&&d in 

t he •and. 

I tallc.d to an offi cer of t he ~arte ... •ter Corpe in French 

Korocoo about three weeki ago. I asked hia about foo d 1upplle1 --

where be got thea, and whether he waa having &117 trouble aupply­

lng hh 11eeda. 

The officer 1aid: ~ell, of courae ur. Secre~ary ... don't 

buy &117 food here at all. The pri cu are too hl.;h. The troope 

arollllll here ban bid the pri<:u up. :::o the Quarhl'lll&ahr Corpe 

1hipa i11 the food .. DIN. It would break t he !1'111'• tre&aUP7 

to bUT &aythlag at the pr loea t ha7 ••k around here.• 

Three or toUJ' d&ll ~go I read an .luo<:lated Prell report 

froa Bari, Italf. Thia report 1aid that a 1uit of cloth&a ia 

the cheapeat qualit7 had r i 1e11 to about 3,000 lire during the 

war and in t he l&at two ao11thl had increa1ed in coat to twi ce 

that aaount. A couple of mont h• ago 70u coul d get a pai r of 
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1hoe1 tv 500 lll'o, but - thq 001t 1.800 lll'e. Jet lac ep 

7 0U ooula b117 lhlrb fOP 100 llN bQt IIW t h17 001t S60 lJ.n. 

Y11ttriq I rocei na a Plpol't !rca U ghr• conoenillg 

111'1ac MUlti ... ill rruee. It 1tatecl that egga woN aollJ.ac 

!or 40 fru.oa a ioaen, ani chlclteu ooat 200 !I'I.Ilu• !or IZI1 

!ortwah beiug 1lho hai that 111.1oh 11101111· 

Balk of tho11 atoap prloo Piau, 11•• j111t Olll aia)!ll 

phucaenoa. Jew aonq ha• co• i nto tho .. apeu ancl the 1uppl.7 

ot gotae 11 lialtd.. So pr h ea •hoot up. 

W tha co-on people of KoNoeo, ItalJ aM F'Nnco •• and 

GHooo ani Chi na tor t hat att n -- are not fina.IQ£ i t "'1 t o 

li'YI. they are up agalnat a nearl7 Ulpoasible 1i tuation. 

t'hl.t ahould 11rn t o ruind Ul thllt inflation i a not aoM­

thiug t hat ciTi li&ation has outgrown dur ing the paat tw.ntr 

yun. Inflation can ha~n toa.,.. It ia happeniQ£. with 

noeedi~~&l.T ill'• reaulta to low inc- people 0 alBoat n eey-

11hoN. hi it ou happen not in the cl'ooplng n;r •• 110 it t o­

aq, bat iU..tNul;r haN at u.. 
Oar iatlaU• pre'llahl;r woula bo leas ntro• than that 

11hitk a• tertuoa tho people in MUDtrioa abr..a. a.t the 

prlllllJlo ia t11e 1aao, ani a !lft1 plrt .. t rl11 ill tho ooat 

ot lb1Jlc il well within the roala ot po111lllllt7. ftll• woul.i 

p,..,. ••t iutl"'letlw te u 0 ani weuli retulre irutic &lllll 

Regraded Unclassified



-u-

expelllin aotin oa tM part fit the Oow..-t. C.rt&1a.1T it 
woul.a cripple buiMII u4 throw h&riahlp oa the .AaeriMD 

people to m illtilait~ greater utent thaD 10.6 llilllou of 

new tu11, -.hie 11 •• of tho •-• tho BoliN ohoao to gl w 
t er tp!wh~g ._ tM lllggOatol 10.5 llllli .. to tw lllllloa. 

Ill priulplo, tho utn -71rh1th ati.U.tol pl'lf,.Uoa 

hu lll'OIICbt to tho pooplo fit Jaorloa tolq Nil plq lli .._ 

haw• ill ev o-0111 a a tho aol41on' IJ.!Oilhlllo folla r• are 

caul~~& abi'Od. '1'ho pl'1.11olplo h tho aau. Wo han a lhort­

ae• ot , .... • n:utq u thq han abroa4 - - not to tlaa ... 

extent, but to a great OllOtlgh extent to c:&'Q .. troablo. fhe 

onlT thi.Jrg tbet • haw 11hi oh thq hann't 1a m OPA, u.l Ji'ro4 

Vluon, 11ho .. reapondblllt7 ii to lit on the 11a. 
lfMr lug l114ge llll.oa aD! pooplo •rkill& with l1a will be 

ablo to holi priMa ill lillie llllder proaut circ-taacea 1a a 

qlMatioa. Iii 11 folag owPJ1h1Dg ho MD, blat tho wl lcl hoPNI 

Of iJitlatioa &PI Crowiac 1filjap OWP7 hoV, &M DO Olll 10-

dbpoool to glw h1a '-1 u1,. 01IP -~~-· plotve at thll 

vitbc 10- to be a pluJ ot paotvoi oolllaga, tottorlllc 

WICO f&J leo, ul polltiaal 'fi..U,•1fltb-alaa .. • • OP C ~­

tiJdUt7. 

It 1a ou7 to Ullbnatlato t» poool\llltr ot illtlatio, 

aD! to Uoregara the aooo•alt7 tor tlkllag pNt11tln ••nre•. 
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fh4 f act that WO haft iono U wall &I WO haft ill controlll.ac 

the coat o! llnDC up to t hil poillt IUitu a great 1a111 poopla 

onl"-cont14et. 

But thla b not tho tlzoat tiM b ov recant utloul 

hiltol"7 that • haTe tau..a. to heoa nl"'liaga. It b not tho 

fltat tiu that wo haft choa011 to be optiaiotlo about tho 

!utvo at tho upouo ot balag thovght.tul ot t ho }ll'uoat. 

1'4 lib to roM to you a pangnph tr• tu Praalaat • o 

•••11• to 7oth Cqgrau ot tho Ua1to4 statu, aet up 1.a 

Doc•••r, li28. Tho !ollwi~~g October rou will rooal.l. wo 

eu!!tro4 tho gNOtoat !ill&llcial cn ah in hlatoq. 

A 

•to CoJ1.31'CII ot tho UD1to4 Statoa nor au~loa. • 

tho Proal lont aala. while all thla na brewing; •on 

llll"ft7lng tho atato ot the 1Ja1on. haa Mt with a 1101'0 

plouiDc pr•pot than that which appoua at tha praHDt 

tiM. Ia tha ioMatio !loU t u ra ia tnnquillq &1111. 

ooahabeat • • • • !M craat aalth oraatoa liT ov ontor­

prbo al l.allllab7. u4 on..a liT ov ooo.....,. hu W 

tlle .U.It 4btJo11NUoa --c our .. pooph, &Jill hal 

cue .. t 1.a a atoU;r otraa to aol"ft tho ohui\7 ul 

the lnaail1111 o! the nrll. !U raqulroa•h ot orlatoaoo 

haft p&IIM llo1QD4 tho atul&N ot DOOOIIl\7 late tha 

n gloa o! 111XUJ'1. blarglng procluctloa 1a •--' liT 
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an i ncreasing daund a t h<r~~e and an expoondlng c'-erce 

a broed . The co.1ntry ca n r e gard the pr e a an t w1 th oa th• 

t'aeti on and anticipate th e .futur o with optimism .• 

There 1e no indioat1~n hero that an1 threa t lay in the 

wind. Tile•·• 1a no i ndica t1on thn t the golden dre ll!ll of 1g28 

oonl d be IDJ t.ling bu t an a ceep t ed war of lire. I t llu a ll the 

eo:>~pleeant ••• ·• ranee of the recan t r eport f r u.o tlle Lo~rer iiO'.;so 

• on the tax bill. . ' 

.JU t t he t was no t t ho t ao t . 'isn3' people back in tho a a 

day a lalew tha t , as 'fa l ter Ltpponn p o n te 1 ou t a f ew d11y s a go, 

rlat ion&l le"<la rahlp waa l:tl rn tn g a blind aye and a dear ear to 

the inflatl~nary tor e aa then praaen t . The Nation had be en 

war ned by the very - n who late r, ae Pl'eaideot, reaped tha 

~>ita ot' thia opt1mia•. Thre e Jll&ra be fore, he bad c al led 

a ttention to certa.i n national p ol i cie a, a nd .. id, • ••• i t - • na 

lntlati~n wi th i neYitabla collapaa and wi ll bring the grea t e s t 

c alaai t3' up Oil our t a naa r a, and worker s a nd legl t~ t o bus~naas. • 

du t in tlloaa days the ha tl on and 1 t s l eaders preferred 

t o eee t he .unny side. Even t he f inancia l crash l t aelt tm 

to Jol t sot1e ot our Nati onal leaders in to loolling a t the 

preble~ raa liatlcal l y . 'hree aontha a t t ar tha or aah, t he 

Secreta ry of the '!l"eaaury told the public : • r aea nothing 

i n the altua tion whieb • J'r& ta pa uillllea ••• t bare 1e p le!tt,. 

ot OJ'IIdit avai lab l e.• 
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It is like our sayine today , "1ho inflation isn ' t ad, 

lot ' s to r: et i t . Let •P ~et r i d of our rre~ent c~nt rols end 

~o t H? no new mea.eures -- they ' r e a nuiaiUlce , • 

In r onewint t he Mn;.r,lstration ' s ro().ueat for c. tax bill 

thnt will help pay off our v1ar debt at tho r nte of lUI ext ra 

10. (; Lillion dollars a ;rear , l \,ant to Otlphllsize t hat by 

dr~ini~ ot! a sizabl e portion of our national incooe, it wil l 

';ol p ta ztabili;;e our econo~· , :md will ·ive !Ired Vinson a 

\and '!l tryin.,. to keep ; :-ices t'o:m to l!.c ~oint that tl.e 

lo .... :;l . 
:1CO-ne Cr r.!pS m.n :.c .. blc to sustain ther.~nclvcs tLrou;:h 

lhc ro~ninder of the rrar . 

And this ClllUlOt be done b " any practical or r o$ribl e move 

l:l the direct ion of econol'\7. 7l.cre i s much misunderstnndine 

on liJ.~ 1 oint . The fi rot ::nl suncornla.r:di~ ir tnat anr r eal 

.cono;.J.os, that l'lill efi'ecL Drcr.di"- dttri~X; 1333 or 1 :M, e.ro 

co::te.11plo.lod . The • .ro...J n::tC. !.c.v; hvc revi~cd il:.cir bi.dt;eb , 

u thoy r.;oe c:mstantl~· :loin;: , in lccopin., r-it!l Lc ;-r: nc.i.;tl es 

of cood buai nesa, rhere is nothinb new about it . Since last 

.l.uguat tl!Dy have revised it do'!mward billions . The ---
Arr.~ , in addi tion, has placed 13 oi llions in s reserve fund 

w:.ich bonner is still on call if i ho ' rmy needs it . All 

rohraucnt department s havo U1e &lillie aort of reserve . The 

l:t'Y'/ , it appears, nill have l o ack f or additional funds - - so 

' I 

• . ... 
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uq l'tiWft 1t llu 1llll cc~ 1nlJ' 

ne..... C......-atlr, t he rt·o~tE t a 

a&'t'M UJ te 18 IIWiona is pu•·• tlct en. 

~ e.,.. 1t 1t .• n . •t - - oven 

peuibu - tM7 woul.J not 

dtll&U•. 

lllcol.y lo 0 

!he reductio or inn.. • 1'7 r .. ure ,. 

o~ a alJikt fract~ou 'lf an;; c • 

!'114 oDlJ" wa::/ those OCo) .. u ~"~ c!c 

an inflatbn at&Dapeint 110lll.cl be i! W.. ... , IWw ld r 

and a tar1al.a !or the -...utacture o! cou~mer &oO<:a, 

to inoreue tha ._unt of ma.teriala upon whioh peeple <11. 

t heir iDco.~a. ~t there i a no iD4ioation that •• O&D eft~ 

yet to relaue eithel' •• or ahr1ala !roa 't'ital nr proau • • 

tion, reg&Nl111 of an:r eoouoal .. llbi oh ean aa!el;r b. .U. 

at thia taa. 
So it 1a oerta1DlJ" aa!e to 117 that ani~a - en n real 

anlJICI - are ut an alternatin tor new tuea at t hia parti• 

CIU.ar tiM. 1'ha7 an practioal.l;r without influence in combatillg 

inflation, &Dl thaT oert~ will not reduce the conaiderable 

bill • hue all'Mq cnatecl. 

It •• can aa't'e _,, it •• oan n duoe our expencUturea -

either war or ncm-war -- it ollg}lt t e b. done. I aa sure 70u 
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U1 reeerre it hu will .... talnl.J \e u.a, d •re 11111 be 

ne.a.a. CoDMqtaeatq, the reperh that the ....a torcea han 

e&TH up to 18 bUllou b pare flotlon. 

But nc 1t it wren•t -- onn if aotul eoonoml.n ..... 

pouibll -- tba7 w01llcl not be likelJ to atteot the in!latioa 

li tua ti 011. 

The reduction at inflationary pr onul'l Pe1\llting woul4 be 

onlp a ali&ht traction of ~ out in expenditures. 

!ho onl7 -., these econondee ooul4 be aaae a!teotiTe t~ 

an intlation 1t&napeint would bo 1! the7 ahoul.a r elease Mil 

and raterial.1 f or the .a:Auf&eture ot oonelllltr gooda, in ori.er 

to inol'lue tha ueunt of u teriala upon whioh people ND. •pe• 
their iAcnea. But thel'l 11 no i.D4ioatiOD that we can afton 

yet to l'lll&u eithel" •• Cll' ahrlala froa Tital wu proclu­

tion, r egaftlen ot uq eoo.-.lu 'llhloh un aa!elJ be .ae 

at t hil ti•. 

So 1t ia oeriainlT aa!e to aa7 that ll't'illg l - nan real 

aaTlDca - are ut 111 alhrnatin for n.w tala at thia p&l"ti­

Qllar tiM. 'l'M7 are practioallJ without intluenoe in oombatillc 

intlat1011, d tM17 oel"talnlT will not r.auoe the oonllderable 

bill • h&n alreeq ol'llt.a. 

If •• om aan ••1• 1t •• oan J'lduoe our experullturea -

•1 ther wv or noa-aF -- 1t ollght te be don.. I aa aura 7011 

.• 
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maw where I at iL!ld on that. You ~aq raiMllber that 1101t o! 

.; reoo~endatiou. to the B7rd Co~lttee, were adopted and 

contributed couiderabl.¥ to the two billitll dollL rs o! a&TiJiie 

that haTe bean male oYer the laat two years. I haTe conaia­

hntq W'&ed that we out oosh ne.,..hllre it CILI1 be clone 

wi t hout interfering with the war ef fort. 

In t hat oolllleotion, I took a stand dalin1tel1 agaiut the 

&mkheli Bill, whiU tlae S.ute r .. antll pe.aa.a, with t.lae 

poaai~e reault that the Gonrumtnt will wuh lithen ailll011 

doll&n each JIU to do nq b~ a Job whloh the Gonl"ll!llnt 

ia n,. doiDg Ter,r eff eetiTely at praotioal.l7 ao coat to the 

.LaerloiL!l tupqer. The Senate "ould break down t he Tol untaq 

cooperation ot adTertiaera and newspapers and other publlcatioaa 

ancl radio, wha, at praotioall,y no coat to the Goni'Dint, pro­

dded thirtT aillitll dollara woJ'th ot adnrtiai~~g iuring the 

three weeb o! the !hiri 'Ju Loan. There ue no poulble 

grollJIIie •poa which t bia wash ot titteen aillion dollua CILil 

be Jutltl.a. I ahall bep 'al record tor econQJ' oouhtent 

and colltinu te appaae the pu aage of t hh bill in the I!ouae . 

I ahouli lib to Uaouaa now the propoula which wa ada 

to the Houae Wqa IL!ld Ileana eo-itt .. , IL!ld thoaa which I 111 

goi ng to .eke hera, t oi&7, to 7ou. 

• • 

• . ' 
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On boh&lf af t he J.d.alinlstret ion, I auggosted to the Houae 

t nat we get 10.5 billion dollara in additional revenue . 

I want t o repeat t hat suggeation tod&J. 

I auggaatad t o the Uouae a definite plan for rait~ that 

IIJIOunt of uner . We pl'oTided schedules ahOwiiJi how 2, 5 bllllou 

could be raiaed in n .. , selected exci ae taxea, Thi t inclwt.a 

excin taxea on suoh t hings as soda- pop and chewillb gum and 

c~Ul4, whlch naed to ua t o be Tef7 r u aonable ana logioal 

aourcea or revenue, becauae th•T cannot be conaidered eaaent lala 

of liT in&; but apparently the Eouae thot!iht dlftere.ntly. 

'fie augg .. ted a tu aehedul e t hat .auld raiu 1.1 bi llloa 

dollara f rom corporatiena, ~~ hi ch aaeatd lit tle enough in the 

f&oe af a 26 billion dollar i ncreaaa in their income. 

Btllnillc that utah and gi!t tup&Jara wan not contr) ­

buti~~& aa JWGh aa U.7 llight, in comparhon to ot her taxpef8n, 

to the 1I&J' PJ'IIil'&ll, w auggested an increaae in ratea to pro­

duce f our huDdred llillion in new revenue f r om thia sourco. 

lillall7, we pretented a recommeDded income t&% schedule 

that wodd produce 6, 5 billion dollars in inereued lniea o.n 

inceme, !t that tiDe, I elao presented to the Co~tte• a 

l'ICOimelldation fol' bandl~ t hi s pl'Ggl'&n. 

'lodiJ' I &IJ. not go~ to make all of t nue reconendation. 

to you. I am not goine to s ive 70u a blue print. Instead, I 
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u .;o~ to ask you t o ral:;e 10. 5 billion dollars Md hope, 

fro~ the bot tom of =1 heart, that you will rai se i t in suoh 

u 1.o.y that the cure Vlill not bo worse than t he disease. 

I roconJHnded to the Houso Wa'fa and Menu CoJ:Illlit tac that 

th~/ take import ant steps t~ard simplifi cat ion of the t ax 

l~wo by diacontl nulgg the Vi ctory fax and the earned inoaa. 

credit. I make the aa.~ reco~ondation to 70u, because tha 

Lce ~ican publ io i e entitled t o ai2plif ication of ita tax lawa. 

We don' t haTe the r~t to ~sk eTerr t&rpafer to becoae a 

bookkee?Or , an4 under the pr esent oircumatanoea, a per son 

~utaide th3 range of a s implified tax f orm ia faced with aome 

ver7 perplexing probl ema and calculations . ITa at the Treaaur.r 

are doing n erything in our p011er to ai llplify the ret urna. We 

hAve ~naged t o clarif7, to an extent neTer before achieTed, 

the alapli!led r eturns requi red of taxpayers earning up to 
. .. 

S3,000. B-.rend that, howeTer, t he tolla of a aoat complicate( 

tax lu hu ua at ita 2 r cr . 

I iapl.ore 7 0 11, therefore, to bep alapll!iu tion in t he 

forefront of 70UP ailiA1a while conaidering the new tax bill. I 

hope you will not drop the VictoP7 Tax, and then add in ita 

plaee a nn tu 11hi6h will make return• fer the n erage t u­

p~er equalll u oolllplicated. Thil the nouae did i n i h Tu 

Dill. 

• . ... 
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If you aiaplJ drop the Victoey Tu, &1111 lean the lnoa~ 

tu ox0111ptiona where t he7 ahd, you will reline 11 alllloa 

people of p&Jlll& t uea, it firet gl111oe, it ae.., atrlll&l 

t hat aeyone wuld nn think of relining people ot tu 

liabilitiu at the Tlrf tilll that we ue bulllling aore 

tu111 but caretul n:llliution of the f&oh 1n41oatn that 

then 11 & great 4eal ot Juatioe in relining of tu liabillt7 

111&111 of the people who ue now aubjl0tt4 to tM T1oto1'7 Tax. 

!here art, for e:uaple, 21,6 allllon people -- a thi.ri ot &11 

the lation1a 1&1&1'7 &1111 wage t&rMra who .Ue leu th&ll a 

II 

• . ... 

thoua&Dd dollar a & ye&r, Theat 21,6 ailllon people e&l'll an 

anrtge of leu than 18 dollua a wtelt, &D4 todq approlll.utt1J 

__J ot thete people &rt p&Jlng the V1oto1'7 !u. 'l'h• u2·res!&t,r1• 

tu that the7 1*1 t o the !re&IUI'J &IIOUilh to about._.__:mllllon 

iollua. In ad41 tlon to thia aaount whioh 1a paid 41reot1J to 

t be fedtr&l ! reu1117, thne ••e people pq 111 nti.atea _ 

aillion dollara in St ate, oi tJ &114 hid4tn t un. !hut tun 

will be with thea 110 •tttr what h 4ollt oonotrlling fedtr&l 

poli cita 111l wi ll inore&at with inore&ae4 exoi eta. 

Wt nee4 not worr,r about t hia group oontributing to inflation 

if tbt7 are relieTed of their prtaent di reot Federal taxation. 

In the f &ot of couatantl;r riling prion, t hq o&llllot ukt 

inflation; the7 c111 onlJ aufftr 11 & ruult of 1 t, an4 thei.r 
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autf erlag will get progreaaiTelT wore• aa the coat of liTlac 

rhea. !'hue people ahoul4 be relin.a of their federal tax 

linbilitin aM the 700 llilliOD dollara whioh thlf DOll pq OlD 

be distributed amon; the remaining _____ mill ion taxpayers. 

~· I have pointed out before , •• are not coiDG to r eoommen4 

ruzy particihr aehedule t hat yo11 f ollow i n allot t ing th o .. 

new inoo1111 tuu. Ou.r D!Yilion of Tax Reeearch haa prepared 

sever!U. ccheciulu . You may 11ae ID1 one of these, or aUGgeat 

that othera be drawn up. lloet of Ollr aohedulea are basecl on 

tho f aot that the bulk of t he a oner that •• would get ia in 

the hanae of the people who mab enouch to 001111 within ev 

inoo .. tu exemption. b11t leas t han $5, 000. In the aohedule 

which we presented to the Uouae Waya aDd Ueana Comcittee, 53% 

of the to tal tu i.ncreaae came within thi.a group. 

D~~ring t he l}:)uu hearings , we were asked whe ther 11e f elt it 

r.u ao neoaasary to get 10. 5 billions th&t t!le i dminist r ation 

would ohaage ita poai.tion on the aalu tax. 

I ehould l ike t o say here ~ non th&t the idainiat rat iOA 

will not ohange ita opinion of the oalea tu as a mean. of 

r aiaing revanu. . KoreoTer, I si ncerely believe that moat of 

the adher~' of the aalea tu, partloular!r among the newapaper 

editorial writna, 11111 the &•neral publio, would ch~J~ge their 

oa aincla about the aalu tax it all the f&oh were preaentea 

• . ... 
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t o tb.m. 

I ahoul4 like to take a few a~nte to present t hose f act1. 

I hnve hu rd a gr eat deal, and han seen a great do&l in 

iho newspapera, about a sales tax being a aort of white-rabbit 

that ~ongrea1 can p~ll out of a hat -- if the Admini strat ion 

would permit i t -- and get 6 billion dollar• with the areat •• t 

of eau . 

. ' 

• . ... 
It iG t rue t hat it we ?t.t & 10% t ax on n erythillg that 

everybod7 bought, tho ta.x aleht produce aa nuoh as 6.3 billiona. 

nut I am sure that evon the coat ardent sales t ax enthuaia•t• 

cnn see tho unlikelihood of placing a 10~ t ax on all fo od. Tha 

public rtouldn •t stand for it . The 21.5 million people who are 

ne kinc an average of $18 a week woul d be called upon to make 

a aac t• ltl ce unequalled by all the reet ot the people on tho 

llooe Front comblne4, 

If you exnpt food fro:~ the ulea t ax, you l ose 2.4 billion~ 

ot thla t ax 7l eld. fhia brin&a the total yield t o 3. 9 billiona. 

There ia oerta1nl1 no juatice in t axina m.4l cinea. If you 

exempt modi oinea, you loee another 200 millione, bring the total 

t o 3, 7 billion aollars. 

There l a no conceiTable way that you oould put a ten per­

cent tax on all clothing, whether lt be luxury gooda , or juat 

ccr.mon eneyda;r work clothu. And judgi JI{; f ro:a the t ax yield 
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on luxuJ7 clothing dUl'illg the lut u r, aost clothing purchase a 

are nocessitiea. Exempt clothin&, and 10u loae another 1.1 

billion dollars. Thia brings the yield of thia 10% salos tax 

to 2. 6 billlou. 

Under tba present lawa, a large number of gooda are 

heav111 t axed by exciaes. I t i a unlikoly that 70u could add 

another 10% to tbaae at tba point of sale . Kxtllpt all of t he, 

an4 1ou loae another 1.2 billion. 

Thle br inga the total 7icld of a 10 percent sales t ax to 

1.• billion dollara -- and eve~ thie f igure woul d be reduced 

ao•wh.t.t by auoh t hinga aa rent , and by uterials i ncluded 

whloh are u .. d tor buaill8u, a nd 'llhioh aocordinglT would not 

be aubjeot to a retail aalea ta~ 

Looked at f rom a practical paint o! view, a ten percent 

aal11 t ax, tbanfore, aimplJ' mea.u that t.he Gonr.ament JIOuld 

be requir ed to aet up an el aborate new ayatem of collectlDi 

and polieillg a uaw ltiJ;.d of t ax, the t otal nvenue froll! whlch 

woul4 be pi tifullT IMll. 

ADA to bring up one more co~pllcation, we mibht point 

out th&t St ate tax lan uauall¥ pel'!l.it a deduction of ealea 

tu .. paid during a taxable year. Thia meana th&t &n¥ona 

with aone;r enoll&h to pq c. atate inco• tax would get oredit 

for hia aalaa WJ 11hile .., ... wbou inOOM plaoed hia below 

• 

• . .. 
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the ueaptiO!ll, &1111 who b7 the TU'f nature of t hillga woul4 

be hit hardt~t b7 a aalt1 tu, woul d not have the oppor tunit7 

to reooup u:r of hia aal.. tax p..,._.nh. 

It ia beeauae ot thia combination of facta that the 

Treaaurr feela that a aalea tax ia tutile, and that much more 

aatiafaotoey reaulta with tar leea trouble and expenee can be 

atCUJ'H b7 inoreuiDg thl llllllber of goocla upon whioh exelae 

t axu are plao.a. 

Ill OUI' pNpolal to the Houn Wqe ana lleana Cmulttee, WI 

~~~ggeated i noreaeillg exoiae t axea, largel7 b7 increasing the 

nuaber ot taxable it~a, by a total ot 2 , 5 bill ions . The liat 

could be expanded, and the ratea could be higher, according to 

the luxuey rat!~ ot the itema; but enn thia 2. 5 billioll.l 

co111a within a hund.Nd lllillion dollara of proclucing as 11111oh 

aa a aal11 t ax ex•pting onlf f oocl, ltltdioinea and clothing. 

Ill Tiew ot thia, it 1e dittioult to aee •h.r &Jl1one 110uld 

want to etruccle with a aal11 tax. Inn onrlooking the 

1njuat1ua illharnt ill eueh a t &XJ enn onrlooking the fact 

that tllot ooabell et our eoono-.r are baud upo11 a coat of lhhc 

!Daex whioh woul4 be thP~Wn oompletely off balance b7 a aalea 

tax, ani would autou.tioallT launoh a apiral of higher prio11 

alld hichar wag.,, t llot "'P1 tutilit7 of t he aalu tax aa a 

r eTenue produoer lhould be enoueh to reoocneni it f or obliTion, 

onoe aDd for all. 

• . .. 
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If ;you waat to oona14n a aalu tax Wlier th11e •11'­
•tanoll, 1 t 1t fOUl' p1'h1lege. !he J.a.l.nhtrat1on, Oil tbe 

baa1a of the f aeta, oppoaea 1t. But you art the eleotaa 

repreatnt&thu ot tha people. You are the 1&.-ll:ll'a. In 

the final ana)3ab, ;you DWat draw up thh bill, ana ;you 11118t 

euffel' the oonaaquanoaa of aa;y aiatakea in juag..nt ~ioh ;you 

..,.a. 
FlnaliT, I hope you will gin thorough oonaiderati on to 

-

C" J 

. ... 
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tbl loac-tona •icnifioanoo of thio tax bill before you 4ooi4o 
upon & oour•• of ution. !he Bouu hu 10t up to TOll a 'bill whilh 
contribute• little towar4 pay!Dg off our hY~• war bill &li oan 
contribute pr'otio&llT nothing towar4 eto.alng tho tide at 
inflation. 

I hope you will not loao •ight of the fact th&t to tho 
extent th&t tho 10.5 billion figure i• reduood, ju•t to th&t 
utont wo will bo lo171Di ad4itional futno tax .. Upclll tho •n 
llho an fightiac tho war, and upon thoir ch114ron and our.. 

I hope you 111ll abo •-•r that n e17 doll.ar taken 1n 
tu01 b 01111 lou dollar whloh can contribute to an inflation 
th&t will 111Ulooouar11J lncnuo our war bill, and that will 
u.ko tho job of roooutruotion 1nt1nitol1 harder, ouo thl WU' 

h onr. 

W I hope, th&t,you will not be a hloa4 by thl idea th&t 
a!Q'thlJI& nol&l..a froa tho utiatod budgoh of the U., anA . 
th& 1&17 .. a nb1tituh for nn taxu. I • wro that our 
tolaJ.OI'I 111ll llOt 'be 10 O&lilT deluded. S- 411 thq will be 
b&ok -- IWI1 allllou ot thoa -- and tho 411 thoy ll&lto thoil' 
flr•t iiiAIOM tax pq.nt, tho7 aro going to aua "'bT 4ih't 
TOll people baok hero pq off MI'O of thh bill aile you won 
MklJI& all that ext ra MJlOT'l• Coaill& tr• lix or eight alllioa 
•n, that oan bo a "'1'7 oabura.•ln& qlloation. 

• . ' 
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il the elder t t atesman or thie Republio, I hope 70U will 

shoulder the rn:;>ontibility t hat 11 unquutlonabl.J ;yonre. 1 

hope you wil l take stock of whAt ia happtnine all aroUDi you. 

Rtmembtr that we will h£To a two hundred billion dollar 

debt by next July -- a dtbt that will coat ue four billion 

dollar• a year in intereet alone . 

R-ber t hat our ooat ot UTili& 11 rb1ng. The latnt 

anilable flt;urt when I mads rq propoaal to the Wq a allll Maua 

Coalttee, wu for September, and put the coat of Udng a\ 

123.9. n. lattat anilable figure todq 11 for Ootober, au 

i• 124.4. And this has happened while mot t of our inflation 

control• ar e still aotiTe. 

Remember that our savings are conai att ntly ritlng. Th17 

have gone up l:!o • billion dol.lrl re ainot I ude th• preemtatlon 

to the Houae Comci ttee. 

Ana our national income, on the baeie of latt Saturdq'a 

aw:cnation of the bUilget, will drop about. ___ billiont of 

dollare - - not anoQ&h to have any perceptible affect on thl 

inflation f ront 1! the epiral thould onoe etart in earn11t. 

71h1le all thia il happening, our inflation oontrola -

*hi only for••• .. haTe ta keep thia eoonoaio 4i•eaee 1n 

Gheok -- are f aat oPWibliDg. 

il'ithin tha put weak, Congrtu baa lttn fit to diareg&N 

• . ~ 
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u the elder at atelllll8n ot thla Republlo, I hope you will 

shoulder the reaponaibil ity that 11 unqueationably your1. I 

hope ]ou wil l take s tock of whAt i a happening all aroua! you. 

Remember that we will hr.vo a two hundred billion dollar 

debt by next July -· a debt that will coat ua four billion 

dollar• a year in interest alone . 

Ruaber t hat our co1t of liTlnc 1a riling. fhe latt~t 

anllable figur e when I made my proponl to t he 'iia71 and Jie&lll 

Coa2ittee, waa for September, and put the ooat of liTing at 

123. 9. The lateat availabl e fieure tod11 11 tor October, ani 

i a 124.4. And thi s has happenea while moat of our inflation 

control• ar e atill active. 

Re~ember that our savings are conaiatentl1 riaing. fhe7 

have gone up l:!t"• billi on dolll PI linoe I JB&de the pruentatiOA 

to the Houae ComQ!ttee. 

iDd our national income, on the baah of lalt Saturdq'a 

sumation o! the budget , will drop about billiona of 

dollara -- not anough t o have &D1 perceptible affect on the 

inflation front it the apiral 1hould onoe atart in earna•t. 

;ThJ.l e all thil ia happening, our inflation eontrolt -

'hi only fore .. w han to keep thit eoonoaio 4110&88 in 

chaGk -· are f &lt cPWibliDg • 

.Uthin the put week, Congreu ha1 uen t it t o diaregarl 

r 1 

• . .. 
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the aeaaage from our Co~and•r-in-Chief , pointing out t hnt 

subaidiea were the keystone of our battle against inflation. 

Poroea in Congr ess are calling for a reduction i n the 

powers o! OPA, which might well result in the elimination of 

any control of commolity pri ces . 

The Little Steel Formula, which up to thia time haa held 

r.aces it l ine, haa been broken throush, and its future cer­

t ainly i a not br~t . 

Gentlaaen, theae are the facta . 

Perhapa our last opportunity to take any precaution 

against the calamity of inflation that has hit practica~ 

eTery country in the world to a greater or a lesser degree, 

io Lho passage of a tax bill of si zabl e proportions -- a t ax 

bill that will keep at leaat 10. 5 bil l ion• out of circulation. 

It ia yo~r reaponaibility. If 7ou refuaa to t ake it, 

God help America. 
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Gentlemen: 

On October 4, I went before the Ways and Means Committee 

of the Bouse with the Administration ' s suggestions for a new 

tax bill. 

At that time, I asked for 10.5 billion dollars in new 

revenue. 

Back of that figure of 10,5 billion dollars there lies a 

firm conviction in the minds of the Administration that we 

should pay off , through taxation, as much of our war debt in 

these days of prosperity as is humanly possi ble . The figure 

of 10.5 billion, therefore, represents our judgment as to the 

maximum amount of taxes that the American people and American 

business can stand at thi s time. If we had thought t hat tax-

payers, safely and without undue hardship, could pay more in 

war taxes, we would have asked for more. r. ~~ 
But we~onfidently 

believe 10.5 billion to be the ceiling. ~ 

Since October 4, nothing has happened to make us revise 

our estimate of the amount of money that we should ask for , or 

that the taxpayers can and should pay, 

on July 1, 1944, the end of the current fiscal year, the 

war will have brought us a debt of two hundred billion dollars. 

It is this debt which we shoul d not pass on to the returning 

sol diers , and to their children and ours. It is this debt which 

we shoul d plan to pay off as rapidly as possible while we have 

the means , 

r r 
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1'1hen the House passed e. bill caUing for two billion dollars 

in increased revenue, and explained that we don't need 10. 5 

billions in new war taxes because of contemplated economies, 

they did not consider seriously enough that some day the 

soldiers will return home to pick up the broken threats of 

their lives. And when they do come home and file their first 

income tax returns, they will ask very embarrassing ques t ions. 

They will ask: ~didn 't you people pay more of this huge 

bill when you were making all that extra money? Why do you 

burden us with it?" 

I think the House did not give due consideration to the 

fact that economies, no matter how impressive, will not in any 

way affect the two hundred billion dollar debt Which we already 

have . 

The only way that economies would be effective from an 

inflation standpoint would be if they should release men and 

materials for the manufacture of consumer goods, and thus in­

crease the amount of goods upon Which people can spend their 

incomes . But there is no indication that we can afford yet t o 

release either men or materials from vital war production, re­

gardless of any economies which can safely be made at this time . 

So it is certainly safe to say that savings are not an 

alternative for new taxes at this particular time . They are 

• . ' 
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They are practically without influence in combating inflation, 

and they certainly will not reduce the considerable bill we 

have already created . 

If we can save money, if we can reduce our expenditures 

either war or non-war -- it ought to be done. I am sure you 

know where I stend on that. You may remember that most of my 

recommendations to the B.frd Committee were adopted, and con­

tributed considerably to the two billion dollars of savings 
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thBt have been made over the last two years . I have consis­

ten tly urged that we cut coste everywhere it can be done 

wi thout interfering with t he war effor t . 

In that connection , I t ook a stand definitely against the 

"'ankheod Sill, 'ofhich the Senate recen tly passed , with the 

possible resu lt that t he Government will was te f i f teen mil l ion 

dollars each year to do ver y badly a job wh i ch the c~vernment 

is now doing ver y effec tively at practically no cost to the 

Americnn taxpayer . The Senate would break down the .voluntary 

cooperation or advertisers and newspapers and other publication s 

and radio, who, a t practically no coat to the Government, pro­

vided thirty million dollars wo rth of advertising during the 

~~ee weeks of the Third War Loan . Thera are no possible 

grounds upon which this was te of fiftoen million dollars can 

be justified. I shal l keep my record tor economy consistent 

and conti nue to oppose the passage of this bill i n the House. 

Yes terday, the Bureau of the Budget released a new 

sumnation. 

I t pointed out that antici pated expend! tures have been 

reduced t ram 105 . 9 billion dollars to 97 . 9 billion dollars . 

This contemplated saving has come about as a result of our 

over- es t i ma ting, nea.rly a yoar a go, the potential output of 

the American economy. we are going to tall about 8 billion 

dollars s~ort of producing the amount or war materials which 

we originally believed we could. This ia not likel y to be a 

.• 

Regraded Unclassified



- 4 -

aer i ous s i tua t ion, because we s t ill a r e going to be a ble 

to produce 92 billion dollars worth -- and 92 billion dollars 

wi l l buy a t remendous amount of very effective war materiel . 

I t will buy a great deal more than any other Nation can produce . 

The no w summary also raised estimated rece i p ts by almost 

3 bi lli ons. I will be asked whether th i s chanbe in contemplated 

oxpendi tures and receipts, which will reduce our Nati onal def1oit 

ot the end of the year by approximately 11 billion dollars , does .• 

not alter the need f or mcraased taxati on a t this time. 

In our est1mation it does not;. 

It d oes not because wa need to reduce future taxes f or t he 

ret urning soldiers, and for ourselves , and for fu ture gener ations, 

by payi ng as much of the war costa as we can today . 

If our deficit for the war this year is going to be 11 

bi l l i on dollars less, and if we can add 10 . 5 billion dollars in 

now taxes, we will be able to s how tho soldiers 21 billion 

dollars that they will not have t o pay i n taxes when they get 

back . I think that is all to the good. 

And this reducti on in contemplated expendi tures will not 

grea tly affect our econocdc aituat i on . According to best 

estima tea , i ncome payment a to 1nd1Viduala during th1a year, 

ins t ead ot being 152 billi ons will be a~out 148 bill i ons. Th1 

4 billion doller reduction will ~" spread among al l of the 

people, and all of the businesses in the llat illn. It will be 

scarcely felt . The American people will still have 36 billi ons 

ot dollars in liq•lid savings during dle fiscal yeer of 1944, 

a reduction o f aboot six b1111ona from pr av!. ous estimates . 
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!ha t sti l l bives them a lo t of l ee way to pay taxes. 

As a result of this revised b•~dge t awmr.a tion , I will be 

asl<ed whether or not I still s tend on the position the t we 

should be paying a t least fifty percent of our war expenditures 

out of current income , and the answer is yes , 

We s hould be payinJ at l east f i r t y percent . If we wore to 

pay only tif ty perc on t, which I t llinlc 1a wrong i n view of our 

ro 

high !Ia tiona 1 i ncome , I would he ve to revise the Administration '~~ 
' 

reques t for taxes to f ive billions i ns tead of 10. 5 billions; f or 

our war cost t his year will be 92 billion dollars, and to pay 

half of this bill in taxes woul d require five billion dollars 

more then our present r eceipts , 

Certainly t he Senate would be anirl,ing its responsib1li ties 

if i t did not provide this f ive billion dollars, a t the very 

minimum. And I si ncerely believe t ha t they eon be right fully 

accused of shirking their responsibilities if they do not 

i ncrease t his five bi lli on dollars to much closer to the 10, 5 

billions we are asldng , 

That ia why I have co~ here today to renew the Administra­

t i on's request t or a tax bill tha t will help pay off our war 

debt at the rate of an extra 10. 5 billi on dollars a year. 

I don't believe this is an unreasonable request . 

It seems to me that such o proposal is much easier to 

j ustify than the proposal tlla t we decline to pay off a more 

si~able proportion of our debt at the very same time that our 
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·~~To~ate ear nings are hi gher than they have ever been in 

all hie tory . 

It eoems to me the. t i n the eyes or future generations it 

'Nl.ll oe much easier to justify ouch a request than it is to 

jus t ify the ar8'unent t hat this 10 . 5 b1lr1on dollars will ham­

stri ng bua1nes~ and throttle the public, when it is common 

lelowlodge that the peoplo are saving money a t a phenOMenal rate 

an~ eorpo~at1on earn1n6• are up over 26 billions. Th~ public' s 

savin£s i n t he banks today are t1ve times as large a s t his 

l J . S billion dollars that we a re aakine for . 

Does anyone doubt that it is vital to the maintenance of 

a sound ~overnment f iscal policy that we finance a much greater 

portion of the war through taxati n than at present? The huse 

coa t of guns , ammuni tion, war equipment, tra1ning our soldiers, 

sending tho~ abr oad and t aktns car e of them -- this cost must be 

met either by taxa t i on or by borrowl ng . Jmd ev&ry dollar that 

<lef..~l ae through texaticn is a dollar leu that will have to 

be rc~urned, with intere~t , when tho war is over. Therefor e , 

securtne, addi t ional teJ<es at thte time would not only i mprove 

our presont posit ' on, bu t wculdput ua 1n a f ar better position 

a t the eonclus1oo of the war, when we w111 be faced w1 th vast 

and expensive problems in connec tion with reconstruc ti on and 

readJustment or our economic sys tem . 

fl 

•• ... 
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Since making the presentation t o the \lays and Yean& Colllllittee 

I have talked to many of our soldiers over seas -- to the men 

who are actually fighting the war -- men who f or the most part 

are trying to live on a base pay of $50 a month and hold together 

their families and as many of their possessions as possi ble 

until they can get back, and get jobs . 

I think if they had the power to pus a t&x bill, this 10.5 
• . .. 

billion dollars would whizz through without question. And I 

think thef have earned the right to have their feelings in the 

matter considered seriously. 

To the extent that we fail to raise t his 10. 5 billion 

dollars, these returning soldiers will inherit an unnecessary 

po1•tion of the bill for the war they risked their lives to 

fight. That is a fact that will live as long as the memory 

of this war. And the memory of our excuses may live as long. 

If I know soldiers, they will not be too happy about 

receiving a glib explanation that instead of adding war taxes, 

to help pay of£ our debt, we jumped at the opportunity to take 

advantage of current budget revisions, and ignored all that 

has already been spent . I can assure you that we will have 

a job on our hands if we attempt to explain how projected 

economies in war expenditures oan substi tute for the 

collection of taxes while our salaries and 
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wa..;es or e at an alr til:!e high. If tboso returning soldiers should 

ba !'aced with inf1atio:'l- bloated pricu, or 1f their mail fran har.e 

tells r.ow dirficult it is to live in the midst of r13ing prices 

on soldier ' s pay , we will have a hard t ime demonstrating how we 

oro fighting 1nf la tion by a eking bookkeepers to change some 

f i gures on the books for 1944 and 1945, instead o!' raising taxes • 

. lbon I pres en ted the J\dminia tra tion 'a suggestions to the 

·ouse .. ay a and l:eans Col!lll!ittee, T poi nted out thet the tax bill 

thi s year has two purposes . First, to increase revenue so wo can 

pny ott a larger part of the hugo wa r coats while we have tha 

toney; and second, to combo t i ntla tionory trends which have 

throntoned over since IVO launched upon our huge wnr production 

proc;ram . 

The current change in budget f1s;uros will to soce extent 

l Pprove our s i tuation in regard to inf lation. But by no means 

will it remove the threat . The people still will have ___ billion 

dollars Which Cannot be "POnt on constu:~et• SOods, because the 

a~ount of consumer _oods availab le has not chanc ed . 

I lll11 well aware the t cany l.!:!er1can people, as well a s many 

legislators, are not greatly concerned about the possibility of 

1nfla t1on overtaking us before tho ond of the wa::-, and 

us to make doubly d i ffi cult the job of reconstructi on . 

Thoro seems to be some feeling that, by some magic, any 

such situation as we suffered during and a f ter the last war , in 

spite of the fa c t that we have f ar more mon6y today, and l e s s i n 

proportion to spend 1 t cc , thm o:e had then . There s eems to bo 
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a strong feeling that inflation is out of date, like the term 

11e used to use to explain i t -- the high cost of livill6 • 

Let me assure you that this is not the fact , and that 

Coneress would be shirking its responsibility to the American 

people and to the future of the American Nation to hide its 

head in the sand. 

I talked to an officer of the Quartermaster Corps in 

French Yorooco about three weeks ago . I asked him about food 

supplies -- where he got them, and whether he was having any 

trouble supplying his needs. 

The officer said : ••IVell, of course Mr. Secretary, we don't 

buy any food here at all . The prices are too high. The troops 

around here have bid the prices up. So the Quartermaster Corps 

ships in the food we need. It would break the Arm¥'s treasury 

to buy anything at the prices they ask around here . • 

Three or four days ago I read an Associated rress report 

from Bari, Italy. This report said that a suit of clothes in 

the cheapest quality had risen to about 3, 000 lire during the 

war and in the last two months had increased in cost to twice 

that amount. A couple of months ago you could get a pair of 

shoes fo r 500 lire, but now they cost 1,800 lire . Not long 

ago you could buy shirts for 100 lire but now they cost 350 lire . 

.• 
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Yea tcrday I r e ceived a rop ort f r o., Algiers concerni ng 

H v1ng conditi ons i n Pranc e . I t sta ted t n!l t eggs wero selling 

fOl 40 f r oncs a dozen , and c!.iclcens c oat 200 francs , far any 

f or t 11nn t~: being wh o had thn t much money , 

& cit ot' these steep price rises , lies jus t one simple 

phenomenon . !lew money has cor.te i n to those a reas and the supply 

of goods is lim! ted. So pr1 ces shoot up . 

/.nd tb& ca:unon people of ::or occo, Italy and Prance - - and 

~roece and China f or tha t ma t t er - - a re not f inding it easy to 

livo. They are up ab~inst e nearly i mpossi ble s ituat i on , 

Tl".is should serve to romin~ us that i nf lation is not some -

• ' ... 

t h i ng tha t civili zation has outgrown during t he past twenty years , 

Tntla t i on can hap pen today . It is bap .• eni ng, with exceedingly 

dire rosu lts t o low income people, almost e verywhere , And it can 

happen not i n the creeping way we see it today, bu t disastrously, 

here a t h<llle . 

our i nf lation probabl y would be less ext rece than that 

wh ich now tortures ~~e people in countrie s abroad . 9ut the 

pr inciple is the same, end a fif t y percent rise i n the c oat 

of living is we l l within tho r e a lm of poasibnity. This would 

prove moat destructive to us, and would r e quire drastic and 

expensive action on the p~.rt of the IJovornment , Certeinly it 

would cripple bus iness and throw hordahip on the lllnerican people 

to an inf initely greater extent tba n 10. 5 billions of new taxee . 

In princi ple, the extra money which our s timule ted pro<Sucti on 

~a br ou,.h t to the people of A::IJ liCa today , can play the aar.~o 
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havoc in our econoQY as the soldiers' spendable dollars are 

causi ng abroad. The principle is the same. We have a shortage 

of goods, exactly as they have abroad -- not to the same extent , 

but to a great enough extent to cause trouble. The only thing 

that we have which they haven ' t is an OPA, and Fred Vinson, 

vmose responsibility i s to sit on the lid. 

How l ong Judge Vinson and peopl e working with him will be 

abl e to hol d prices in line under present circumstances is a 

quest ion. He i s doing everything he can, but the wild horses 

of inflation are growing wilder every hour, and no one seems 

disposed to give him much help. Our economic picture at t his 

time seems to be a galaxy of punctured ceilings , tottering 

wage formulae , and political viewing-with- alarm •••• or with­

timidity. 

It i s easy to underestimate the possibility of inflation, 

and to di sregard the necessity for taking protfctive measures. 

The fact that we have done as well as we have i.n controlling 

the cost of l i ving up to t his point makes a great many people 

over-confident. 

But this is not the first time in our recent national 

history that we have failed to heed warnings . It is not the 

first time that we have chosen to be optimistic about the 

future at the expense of being thoughtful of the present . 
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I ' d l ike to r ead to you a paragraph from the rrasidant' a 

measesa to the 70th Congress of tho United States, sent up in 

Doce~ber, 1928 . The following October you will recall, we 

suffered the greates t financial crash in history. 

"l'lo Congres s of the Uni t ad St a tea ever a a s embled," 

the t reaident said, while al l t his wee brewing; "on 

surveying the state of the Ubion , has met with a mora 

pl caalng prospect than the t which a ppears lit the 

present time . In tbe do...e stic f1eld there i a tran­

quility and contentclen t • •• The groat wealth created by 

our enterprise and i ndus try, and save~ by our economy, 

has had the widest distribu tion among our own people, 

and has sone QU t i n a S toady Stream to sel'Ve the 

oheri ty and the business or the world . The req~.:ire ­

ments or existenc e hnve passed beyond thG standard 

of necessity into the region of luxury. Enl arg ing 

production is consumed by an increa sing demand at home 

and an expanding commerce a broad , The country can 

regard the present with sa tisfac t i on and anticipate 

the tuture with op timism. • 

There 1o no indication here the t any threat lay in the 

wind, There 1s no indication the t the golden dream or 1928 

could be anything but an a ccepted way of l ife. It has all the 

complacent as surance of tho recent report f r om the Lower Hous e 

on the Tax 8111 . 

67 
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Bu t that waa not the fact , }lan:r people back i n those 

days knew t!'lot , as \falter Lippman pointed out a few days a go, 

Notioe>ol leadersh ip was turning a blind eye and a dear ear to 

tile inflationary forces then present , The Nation bad boen 

wat·ned by the very man who later , as President , reaped the 

frui t s or thi s op~1mism . Three years before, he had called 

attenti on to certain national policies, and said, • ... it meana 

i nt'la tion wi tb i nevitabl e collapae a nd will bring the grea teat 

C8 

.• 
calamity upon our farmers , and wormra and legitima te business . " 

iut in those days the Na t ion and its l eaders preferred 

to s ee the sunny side, Even the financi cl crash itself fa!. led 

to Jolt s ome of our National leaders in to l ooking at t he 

proble~ real istically , Three months af ter the crash, the 

Seore~ary of the Treasury told the publle : " I see nothi ng 

i n tho situation which wat•rants peasimiam ... there is plenty 

of ered1 t available," 

I t 1a like our saying today, " Infla tion isn't bad, l et's 

forget it. Let's ge t rid of our present c ontrols and 

set up no new measures -- they ' r e a nuisance. • 

In r enewing the Administrati on' s request for a tax bill 

that will help pay off our war deb t at the ra te of an extra 

10, 5 billion dollars a year, I want t o emphasize that by 

dra ining off a sizable portion of our na tional i ncome, it 

•~11 help to stabilize our economy, and will give r'red Vinson 

a hand i n trying to keep prices down to the poin t that the 

l owes t income groups will t eoblc to s us tain themselves through 

tho remainder or the war . 
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Gentleaenr 

On october '• I nQt before the Wa¥1 IA4 )(eau eo..J.ttee 

of the 8Du1e with the Aaainittration'• •uggettiona for a DIW 

tax bill. 

At that tiRe, I &tked for 10,6 billion 4ollart in new 

rennue. 

Back ot that figure of 10.5 billion doll ar• there lie• a 

fl~ conYiotion in the ~ ot the idminiatration that we 

should par ott, through taxation, &I .uoh of our war debt in 

theae dqa of proaperlt)- &I 11 hnwenl7 ponihle, file figUJ'e 

ot 10.5 billion, therefore, repreaenta our judgment &I to the 

maxblwa amount of taxea that the ~rioan people and Amerioan 

bulineu oan atan4 at thil tlae, It we had thought that tu­

payera aate)J' and without undu harcllhip, ooula Pa¥ 110re in 

war tuee, .. woula han aabd tor .. ,., But n oontidenU7 

belieYe 10.6 billlon to be the ceiling. 

SiJIIOe OOto\er '• nothlDg hat happened to -.ke ua rnhe 

our eetl•te of the aaount of 110llt7 that w ahould alk tor, or 

that the tup..,_,. oan ani ahoula N. IT'"' ft '.t. ~ k .... ~ 
- On 111111, 1~, the end of tho ourrent filoal year, the 

war will han bJ'OII&ht ua a debt of two hundred billion dollara. 

It 1a thh debt which we ahoul4 not pan on to the ret\IJ'nlug 

eoldiere, ana to their children and oura. It 1.a t hil debt 11hloh 

we ahould plan to P&7 ott •• rapidl7 aa poulble 11h11e w han 

the .. ana. 

..... 
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Gentleaent 

OD October '• I wnt before the Wq1 .U )(eau c-J.tt11 

of tb. Hou11 with the .U.iniatration'• I QUIItiou for a IIIW 

tax bill. 

At that time, I a1ked tor 10.6 billion Iollar• in new 

re·nnue. 

Daok of that f igure of 10. 5 billion doll ar• there lie1 a 

flm conTiotion in the aill4a of the .Adainiltration that .. 

ehould pi¥ >II , through taxation, u Jmah of our n.r debt in 

then dqa of proeper1t7 u 1a h•-nl¥ po11ihle. 1'ht figun 

of 10.5 billion, therefore, repr11enh our ju4plnt u to the 

maxillwa amount of tuu that the Amtrioan people 111d Allll'ioan 

budneu oan 1tand at thia u... It we ha4 thought that tu­

payua aafel¥ 1114 without undue harhhip, oouU pq •re in 

war tu11, .. woul4 han ubd for .,... Bllt w oon114entlr 

ballen 10. 5 llilllon to be the oeilhc. 

SiDle Ootabar '• nothing hu happened to -.b u rnile 

our 11ti•te of the aaount of -1 that • ahould uk for, or 

that the taxp.,..... O&D ana ehoul4 pq. 

On J\111 1, 1~, the a4 Of t he OUI'rtnt tJ. .. al 7ear, t ho 

war will han broupt ua a debt of two hundred billion dollar•. 

It la thl1 debt Wbiah we lhoul4 not pa11 on to t ho roturnlnc 

IOlditl'l, aJid to thair ehil4nn 1114 our1. It il t hh debt whieh 

• ahould plan t o pq ott u rapidl¥ u ponihle while • han 

the .. &DI. 

.... 
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GentltliiJU 

Oil Ootober 4, I nat before the 1,71 aal Meau c-ltt11 

of tilt Houae w1 th the A4a11alltratloa '• aqgeutlou lor a 111w 

t u bill. 

At t hat time, I aaked tor 10.6 billion 4ollara ia ntw 

Daok ot t het figure of 10.5 bil l ion dollar• there liee a 

f irs coRYiotion in the alDie of the J4ain1etratioa thet .. 

1hould pq Jtt, through tuatloa, u •ab of our n r debt in 

thtlt a.,. of pl'Oipel'itJ u 11 h•-nlJ pouible. na. f!iurt 

of 10.5 billion, thtratore, l'lpreltDh OUl' judpant U to the 

llll.liaua lllOWlt of tU81 that the Allll'iO&n people md Allarioan 

bulineea ean et&Dil at thil tiu. If n had thoU&ht thlt tu• 

pa;yere eattl7 ua4 without wadUI hlrdabip, oouU p11 1110" in 

wu tuu, • woula han ubcl for 1110"• !lilt • ooDtUeatlJ' 

btlie,. 10.5 ~illloa to be the eeilLDg. 

SiDle Otteblr 4, DOtbiJic hu happened to ..0 u ra't'111 

our .. uate ot the aoUilt ot 11101101 that n ehould uk for, or 

that the tup..,..n aan aa4 ahoul4 P'1• 

Oil ll&q 1, 1~, thl ID4 of the ovrant filnl T•ar, the 

n r will han ~roupt ua a bbt of two hun4Hd billion dollara. 

It 11 tbia debt wbith .. lhoul4 DOt pall OD to the l'ltvaiDc 

•oldhra, &llll to their ohll4Hn ad ova. It 11 thia 4ebt whllh 

we ahould plan to pe;r ott u rapl417 u pouible while • han 

the M &Dio 

.,, 
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011 October 4, I nat before the 111:11 w Uoua C011a111ttoo 

of the llouao with the Aallllltratioa'• t quut1011.1 ror a oow 

t u bill. 

At that tl.u, I uked for 10.6 billioll 4ollara 1n un 

Daak or t hat f 13uro of 10. 6 billion dollar• thoro litl a 

1'11'!11 conTlotioa in tho 1111114• of tho Ahlnlltration that .. 

1houl.d 'Piif .,tf, thro~~gh taxation, u lllloh of our aar debt 1n 

theae dqa of proeperltT u 11 ln-"11 pouiblo. 'Ihe flgun 

o! 10.6 billicn, t heroforo, ropl'oaanh our J~t u to tha 

maxlllwa mount ot tuu that the AIMrioan people and Acorloan 

budntaa oan thnd at thil tlu. I£ we had thought t hat tu• 

payen tafll¥ ana without Wldue barclahip, eouU pq ... in 

l'lar tu .. , "' wuU han ubd for •"• Blat w oontliontq 
i' 

ballo'ft l il. 6 billion to bo the ooiU.C. 

Silll~ OotoMP 4, DOthi.Jig hu bappenta to akt ua ""bo 

our ••ti•to of the aaollllt ot IIIOMJ that we ahould uk for, or 

that t ho tup~n eu ui t houl4 pq. 

On JulJ 1, 1~, tha eDl ot tho ourrent t110al ~ar, the 

...... will ban b~t Ill a aobt ot two hunbed billion aollara. 

It La thh dobt tbllh " ahouU not pan on to tho rotun1Dc 

aol.dltrt, an4 to tholr ohil4ran ad out. It 11 t hh a.bt whilh 

wo ahoula plan to ~ ott u rap14l)' at pouiblo -.h.llo • han 

the • ua. 
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\lentloJatnt 

Oil o.tober 4, I w~at before tu MJI - Me&~~~ c-J.ttoo 

of tu !lou•• with tM Aa.J.niltration'a l llfretltiOlll for a nn 

t u blll. 

At that tiM, I ukld for 10.6 bllllon 4ol.lan 1n -

I'OYIDUI. 

Daak ot that f igure of 10. 5 bll!lon dollar• thore 1111 a 

flra coll'fltt10A 1n tho ll1nU of the ..&dainlatr atlon tut .. 

should ~ >tt, thro\l&h tuatlon, u sell of our war debt 1n 

theue cle,y1 of pr .. pol'lt, u 11 h"Mnly poulble. The tlgun 

of 10. 5 billlon, thenlon, ropruenh our Judpent u to tu 

•J.!.IIWI m oWlt of tuu that the AMrioan people cd AzarlNA 

bul111o111 NA ltanil at thll tiu. U we had t ho\IC\bt that tu• 

payol"' •atel.r anil wltllellt DllM b&Nahip, oo.U Jill •n 1n 

"u tuo., • .. ua b&n ulaN tor •"• Bid • oontUutl7 
bellon 10. 6 billlon to ~ the ooilllg. 

Si 111o Ooto~r 4, uthl.Q& hu bappoao4 to .U u n'f11o 

OUI" oatlate ot tM ... uat of _,. that .w aho1ll4 uk tor, or 

that the tu,.n eua &Ill ahoult N• 

Oil lllll 1, 1*, tM _. of tu eurPiftt tlloal r-ar, tho 

..... will han u.upt u & 4obt of two hlmboa blllloa aol.lan. 

It 1a tlll1 debt whltb wo ahoull aot pua oll to tM ro~ 

aol4111'1, &114 to tbolr ohllbu cl 0111"1• It 11 thil 4ebt ldlloh 

we ahould pl&ll to ~ ott u l"'PW11 u poul'lall ldlllo w han 

the ..... 
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Oil Ootobop 4, I wn t boton tM n&J'I W J.leADa Com:Uttoo 

of t he !lou11 w1 th tha Aa lnutration ' • • u.ceutlona for a new 
tu bill • 

.U that tiM , I ulted for 10. 6 bllllon 4oll.an 1n new 
ren nuo. 

D&Gk ot that t lguro ot 10. 5 billion dollar• there lloa a 

f ll'll co~iotlon i n the Dlilldo ot the A41111nlltrotlon that .. 

eb.luld pi¥ >I t , through ta.u.tion, u ll&lh of our war dobt 1n 

the11 dq1 ot pl'Oiptl'lt.T U Ui buwql ¥ pou l blo. 'lhl flcUN 

of 10. 6 'bill111l1 t..bel'll ora, repn .. nh 1>ur j~t u to the 

Mlllala IIIIOIIIlt ol tun that the Az»rioan people m d Al:lol'lUII 

buline .. tall ah D4 at thla u.... If we had thouzbt tha t tu• 

I*11PI aat eq ..a wltheut IUidlll harclahip, ooul4 pq • ro 1n 

...,. tuea, • •llli haft u bd tor !IIOPOo But • oootla.nt~ 

belllft 10. 5 tllWOil te "' tha Millng. 

SiDH Olte11v '• DOtlililg h.ae happened to llllco Ill rnbo 

Olll' uti•t• ot the • cnmt ot 1110» 7 t hat • ahou~ u.k for, or 

that tho tu~n eaa tal ebou:W pq. 

<» ~~&q 1, 194.6, tbe _. ot tho ourront n .. al year, tht 

..,. wUl haft bf'OUCht u a clo'bt ot two hu."lbed 'billion dtll.an. 

It 11 tb l • debt 11b.llb .. lhoultl not J*ll• on to the r tb&rnlDc 

aol41an, 1!14 to thtir chi:Wftll ma 0111'1. It 11 t bb 4obt tfhleh 

we ahould plu t o pq ott u rapi411 u poulblt 1Chlle • haw 

tM . .... 
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.)l .>eiober " • I went before the . .ye ancl Uaane Co_~!the 

of Uw flou11 with the A~inlatnt1o:t 1 a ' IICI;UtlQIUI !or a MW 

tu bill. 

~ t that t~, I aekad f or 10. 6 bi lli on dollar• i n new 

l'I YIDillo 

r•ok of that f i&ure of 10. 5 bil lion dollar• then 11• • • 

~ . 

fil'!l conTiotion in the a.in4e of the M=inlet ntion that " •• ... 

.:.~ul4 ~ •tt, thro;;.~ taxation, u JJUoh of o\11' n r debt 1n 

thue clqe of pro.perit;y u ie h"•nl,y pouible. rhe figllft 

ot 10.6 bllllon, t hnatore, repreunh our Jlldt-Dt u to the 

•xba.ua aoowat ot tu .. that thl Al»rloan people mel ADUiMA 

budn .. • Mil et.and at th1e tlu. U 111 h&c1 t bo\lf,ht that t&a• 

payen aatel, &114 without wch11 barcllhlp, ooul4 N •" 1A 

war tu .. , • Wlttl4 ba,.. unci tor liiONo But .. oonf'1c1eDtl1 

bellew 10. 6 liUllon to be the Hillag. 

SlaM Oete\er 4, 110thlllc hu happened to ::&Ice ua rnlH 

0111' ••U.te of tlle aaoat ot !10Dt7 that .. ehoul4 uk ro,, or 

that the tupq~~n Mil &Ill ehoul4 P'1• 

C. ~ 1, 196&, the 1114 of t he o\ll'rent tiloal yeu, the 

war wlll haft llroupt u a Aebt of two bunANcl bilUon dollU'I. 

I t le thh 4ebt tlblah .. lhoul4 not pall Oil to thl retun~ 

•ol41en, &114 t o their chll.aNA and ov e. It le thie Aebt l'lbleh 

.. eholllcl plall t o ?13 ott u npl411 u poulbl• wh.lu .. haft 

the ...... 
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an tlo::ti Jll 

)l )Otober 4, I went before the ,._,., &1111 llea.na Com:alttet 

of l!w !-lou.e wi tb the Adtlln latnti~n •a •~eut10111 f or a new 

lu blll. 

~ l that timt, I atktd for 10. 5 billion 4ollart i n lliW 

ren nue. 

1-Gk ot that t lgurt ot l U. 5 bill ion doll &ra lhtl't llaa a 

flr:a corrrlotloa 1n tht alnda ot the .lcl:llnlltratlon thet .. 

il.Juld ~ 1!!, throl.lgh tuatlon, u ~a~oh ot our n r dt bt 1A 

tbtot dq1 Of pra.perllf U 11 bii!Maly poulblo. '!he fiellft 

ot l u.s blll101l, therefor•, reprtaanh olll' Judc-nt u to tht 

M~iJawa llJIOIIIlt of tuea that tho ADIJ'ic&D ptopla md Ar.lerltaA 

budnau tall 1hwl at thil t1m•. If we htd t holllht t hat tu• 

J*~•n aatel¥ aa4 wltllout Wldue bol'd1hl p, oould pq •rt 1A 

war tuu, • .... a ha'l't ulald tor mrt. But • oonfltentq 

btlin• 10. 5 b!Wou to be Uat Mllhc. 

Sl111t Otto-. 4, zaothJ.Jic baa happen.., to ab ua rt'l'llt 

0\11' tttl•ta ot U. 1110\lllt ot _,. tl.at .. lhould ult tor , or 

tbat the ~ .. eua aDI lhoul4 N • 

Ill Jlaq 1, 19M, the - or tho 011.1'1'11\t !11oal ;year, the 

llll' will ha'l'l lii'OIIPt Ill a aebt ot two hun41'tll billion dollan. 

It la tb l1 4tbt lhlth .. lhoiWt not pua on to tbe "'~ 
l ill4hn, IIIII to t.'lea ohll4NA cd Olll'l o It 11 t hla dtbt w'.lleh 

• lhollld ,.l&D to ~ ott u n pl411 u poulblt wb.lle • he'l'l 

lht • au. 

-, 

Regraded Unclassified



)1 )Clober 4, I .-.nt before t~ .~ w ~ ... c-J.ttM 

of Lb. :lou .. -.1 th ~ Achdntatration ' • ·~cutlona for a new 
t ax bl.U . 

•t ~1at lL~•• I a.ktd f or 10.6 bi llion 4oll&ra ln new 

r·a venut. 

!taok of that tl.;;urt ot l u. s bllllaD 4ollara lhtrt liu a 

i l r::a c:orrtiotlon i n t lte tllnde ot ~ J.d:Wtlatratlon that • 

c<.lulcl r~ rr, l.hro~ ta.&a t.ion, .. aWl of 0'.4' ftl' 6ebt in 

theoe 11611 o! r ra.pel'lt.f u it lm .... nly poulble. The ~~ 

of l u.b blllhu, theratore, rer.roaenh J..r JUiltiMZlt ae to ~ 
l!aJtil:lwa 11:101111t of tuu that \.ho Aatrlc&ll peopu mel .'.aulotA 

bualMaa C&ll ahnd a t thlt t.laa. .It • • L.ad t h:>llt.".llt tha t tu• 

Jll/.,1 aa!tJ.r w witllout llllllue bt.I'Clab i p, could p&1 liON 1A 

•ar tu .. , we woulcl han ubcl tor l!IOI'to !!Ut • contldctl7 

bdltft 10. 5 bllll011 to be t.ha oe111D£. 

Silllt OotOMI' 4, ootb.iJit hat b&p-ptn.a to aake WI NY1M 

our ••tl•te of U. aount ol noM)' t! at • lhoula uk tor , or 

that t he tu~n eu &D4 ahoul4 P'i• 

.)1 Jul;r l, lOM, u. .a ot tho current !laoal r aar, tM 

wtl1' wlll han 'brol¢t u a debt ot t wo hun4rtd b1111on doll&ra . 

It la thla debt tlhllh .. ah.aul4 not ~· on to t!w re~ 

=->ltltr~, a.n4 to thtlz chlUNA c4 oura. It it t llll 4tbt w!lilh 

w abould . lan t o -;e.1 ott u rapl411 u pouible 'Chl.lt • ban 

- 1 

.• 
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()l Ootober 4, I wat before the ...,. w .IIMM c-lttee 

o! the !Joule with the MII1AI.atnt1on'• ~~ .. t10111 t or a .. 
tax 11111. 

At that tL.a, I aakad for 10.6 b1111oa iollara 1D DIW 

,..,enua. 

Gaok at that !4:;\IJ'O ot 10. 5 b1ll101l ~llan than l1e1 a 

firs coll'f1tt10D 1n tho a1nb ot the ~l.atraUon thet we 

ei.Jul4 '*1 •tt , tbro:;gh tau.tlon, u !&IOh at OtiP 1IV ISobt 1n 

t.baao clq1 ot pra.par1~ aa la h•wnq poadbl.e. ~ t~UN 

ot 1U.5 bUUon, thlratore, ropraaanh our J~t u to the 

J:al.l.ua laoWlt ot tu11 th&t tho Al:larlcan people IQ4 1.1101'1MA 

bulin.e1a O&A at.ana at t!l la t.1M. li we h&4 t boll£bt that tu­

I•~'" aatel.T Ul4 wlthe~at lllllllll ~lp, eouU pa:r ..,. 1a 

"U tax .. , • •!AU hen ubd for IIONe But • ooDt14eDU.7 

bellow 10. 6 ~1111• to ila U. M11111C. 

s1 ... o.taw 4, DOthiat hu bappeaea to ..u u ..n.. 
o"' taUata ot u. ao\lllt ot 11011111 tl.at • ahoul4 uk for, or 

that the tu~" .. IIIII ahodl VII• 

ia llll,l, 1*, the _. ol the ourrat tlaul. 1"1• the 

IV wUl laaft WrcJ't • a a.bt ol two hlmll,.. 'b1ll1111l iollara. 

lt 1a tbla .. bt Cilia • ahoull ut pua Oil to U. ratuftiJW 

·~w ... , &DI h tho!Jo thll4Na IIIli 0\fto n !.a tbla 4ebt llhllla 

.. lholll4 pl&ll to pe,;r ott u rapl.U1 u po1111W1 whlla • haw 

the . .... 

"78 

•• 
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Ql Oo\ow .. I .... ' f 

of U. !loiiM lllth tile et1=' k ..... ~~~tut• 

tall w.u. 
At that U.-, I ..... t. 10.1 MUla lollua 1A ..., 

DMk ot u..t .ne-e ot 10.1 \IJ!Ia .. u.. Ualft :U.e • 

f lJa ooarl.Ua la tile .s.ll ot U.. 't '•'•Ud!a tbd • , .. 
lhJUll PI¥ ,tf, tlft!IP tu&Uoa, u -.h ot oar ..., Aellt 1a 

U~e• ..,, at ~peru., .. 11 h· n17 1*111111. ..,_ t~ 

ot 10.6 llllll-. U.Ntore, "lft.-b ou. j,._ t u to the 

ax.t.a •oaat ot tuea that the -.rt ... peopla ID4 ~J.e. 

bullANI ... 1\11111 U t.h11 U.e If • W tbo'Cbt t.blt tu-

1*1 ... l&tell ... ld.tlleut ...... lhlp, oouU JJI:I .... 1a 

..., tuee, • .-11 !law ..-a to. .. ,.. Dill • ooatli.Ur 

bell .... 10.6 ~- til .. Ull •llllco 

st.e o.t•••• .. ~ u. hAPJIIDd to ..- .. ,..,.. 
..... u.t. ot u. ot --. t:bat • lbonJa Mk r., • 
tat the hq '"' - ... 1bcmM N'• 

Ql ~ 1e liMe tile ... ot tJia .... , t 11-.1 ,..,, the 

..., will law " J) t • a W ot t. bmel ., \lUla .. l.lul. 

n 11 th1a '-"' *1* • -.alA .. , 1*11 • te the """' '• 
eow ... , ... to th.S, thllf ... oun. It 11 thla ~ llblA 

• lbn14 plaa \o '111 ott u N,SU, u peeal\la tlbUe • !ani 

u. ... 
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OR Ootober '• I Wid Won tho ~ IDI 111&111 c-J.ttee 
ot thl !kJuM td.tb the Ahf.al.atftUOD'I ACCtlt10111 tOll' a -

taablU. 

At that u .. , I ...W for 10.1 \Ulloa lollan 1A -. 

Dlok ot that tlpft ol 10~ 'b1lllOD loU an theN ll.ae a 

!lJa OODY10UOD 1A tho ra1Dia ot tho .&dalnlatft\1011 \hat - ~~ ... 
IL~ul4 ~ >f!, tbro\llll tu&t1011, u .._ ot our ar 4ollt 1A 

theM U,e ot ~»-1tl u l.a t nlr poodW... 'i!ll tlpft 

of 10.6 bllllOD, thlrefon, NlftiCI 0111' JnfG' t U to the 

JaJtlaa • ocaat ot tuu that tho .-,.1 ... people IQ4 A.&Wte. 

bui1DtN UA 1tNIA at thl.a U... U we W t holll!kt that tu­
l'611N 111'111 .a w1tlaout wa4ue Maablp, oouU P'l.,. 1n 

,...... tuoe, we .-11 baw aaD4 tor •"• lid we ooatll"'*lr 

bell .... 10.5 \1ll10D to ~ thl M1l1Jice 

Sf.aN oeteW .. DOth1JII baa ba~IUI to ... Ill wdM 

CNI' ••U.to ot tba • cat ot _, that • llml" uk tor, or 

tbt.t tho ~ - ... abcNlA P'l• 
011 J\lq 1. 1*, the .. ot tho ... ,., t lleal TM'• the 

..,. wlU baw .. &M • a W ot \llo lwml .a \1U1oa .. :u.... 
It 11 thU 41M ~ • abo11l4 Mt paae • to tba NW '• 
aol41an, 1111 to tb.UihllAN& .. Ollfte It 11 th1a .. Ill~ 

• lhou14 ; lan to 1111 ott u r.pJGr u ;ou1\la ~ • baw 

the ..... 
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~t~ ~L ~J...Jtt_ . o u - r :t '11 ~C-.(.. 
Gentlemen: -J W'fJ;"' Q '• ~ 

I - tallttflg to an ott1cer or the qua.rtermaets r Corpa ~ 

llarra.lteoh, J'renoh Worf &s;aboo.t three weelta a}lo. I --..aA~about 
11,u..,g food supplies-- where the ~onrtn=ashr 2$:;:; got t hem, 

and whether he was having anr trouble aupplr'n..~a needs. 

The o1't1oar ea1d; •well, or oouraa, Mr. 8eo tar7, we don't 

ge t anr f ood here a~ all,.~Tbe J?l'1oee are too h1gh. '-e Quarter-
......._. 1/h. ~~v.~ . \ 

muter Oorpa ah1pe _.. zlr• It 11011ld brealt the Arm;yta Treasur;y 

WI no ttw to lase t o bu;y ~ pr1oea the;y aelt tor 1t around 

~~;_~·· .. 
.t.aaqltiULt~td P1'9ee report troca 

here. • 

Three or four da;ya ago I read an 

Ital;y. 

was the f1r jt 

IU1 t or clothe a 1n the ohsapsat qual1t7 had ..,. Mlp rteen to 

about 3, 000 lira durtng the war and 1n the last two months had 

~~~'"tto~ ~t /amount. A couple of months ago you oould get 
v.J-

a pair or shoe a tor 500 liraJ now ths7 oht l, 800 lira. Not long 

ago ;you oould bur ah1rta tor 100 lira .... ' ''" but now the;y coat '" ·:: "':. .......... " ...... t .. '.'::."'!~"' 
phenomenon. 611 81eh ' 1 d s aR ;,{;oopa _...-' -~~J_o liPS nd, and \ 

t he aupplJ of IJ!ods 1a ll.JI1ted. So ...,. prices ;;' ~ • . 

Of oour te thte doe a not Oil ctdag •· a 4 ' ' ' ' pq + tg= 0 f 

&r' ttlil rt ' :tau usa; a; WG&dli WilY Hifii tfe 1@11 noel -•o b•r 

the nsuetttes 02 Ilii ae -ili8FI Higii Pi'follr Zi& thl q s tNtsr 

0Glltl 'SA dz ' 1 P ' J ' 1iJA J 7 1 •au lOX lt 0 . ' •ut the 

comlllOn people of Ital;y who haTs been out of worlt tor a long t1118J 

beoauastp ~~r baa taken awar their smplo;yrent, are not t1nd1ng 1t 

.- saa;y, -1be7 ~re up aga1nat a neal'l;y 111]l0ee1bls s1tuat1on, 
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~"-
inflation •• 1a .. II 

;.~ ..... outgrown ...;\~ ilast 

oan happen today. It 1e happen­
._._~~. 
And it -oan 'happen here. 

~lot ot extra mone7 in the United States toda;r 

..,.., 11 tha t oan pla;r the same~ our eoonom;r as the spendable 

dollara thllt - aold1ere ~ve a)?road. We have a l!lhortalle ot goodt, - w tii ~ ~ ~J.4,....f~ ""'" 
exao tl;r aa they have abroad*\ The only tb1ng that we ban whioh tbeT 

haven ' t 11 an OPJ., and Fred Vinson , Wbo l8 respont1bil1t;r is a.ittlng .• ~ 

on the lid. ) "ow long J'red Vinson 11 be able to ~-fi!'5(1' ~ 
~ .......... ~~ 
1a a que t t1on . He 11 doing e"Ye tiUng he oan, but the wild bortes 

ot 1ntlat1o n are growing wilder everr hour, and 1M ewe no 0111 seeu 

d1apoeed to give him any help. OUr eoonomio~plcture at this 
-hfl'fto.o>..} l.."OfC 

wr1t1ng teeme to be a galax;r ot punctured ceilings, ••ega 8 ··;a~ 
OP~:t 

l egal doubts ot-iconetitut1onal1ty, and political 
~....._.rm.~~ ~ 

As ;you 

.pool ee be•¥' lx, t p4 yat ee "'rJ y •• po•• 1 bl •· 

You all know what the Houee did about it. LThey t;;:::t, ~ 
a bill calling tor two blll1on dollare in iro reased , ~'~,....~"'' a..-..J.c... • ...,J 

m1norit;r and a ujor1t7 report which attempt t o prove we don't 

need 10.5 bi llion s in taxes because we aren 't going spend as auoh 
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U •• .. ~ ... . . nn. No .. ~ ...... "''" 'h~M· ,,.., ... 
war h already coat~ a great deal, and that debt~~ h 
hundred luuon dollars will have been piled up by the end or thle 

t1eoal ,ear. 

A tew days ago the Waehington Polt put 1t Tery well 1n an 

edl tor1 al; the Poet ea1d ••• • the tact that the "*» lw .Arqy onz-. 

eatl•ted the aaount ot tunds 1t would require UUs year doee not 

mean that we can regard its unexpended a ppropriation as ' aaT1nge ' 

warranting a re~t1on ot our errorte to keep 110re or our war 

ooete tl'OGI ..an ta.x re•enuea. • The poet then cont1nuea, 

['? 

wants to llllllte 8Uch exceea appropria u on 1 u exouee tor inadequate 

taxation , all it need Ia ie to appro•• .. OTar-Uberal appropriatloa...$' 

and reoJIIpWre them at the end ot the year. ..;~th •an• 1 eaT1nge ' 

could eaaU~be booeted eo high that we Might conclude that we don' t 

need to collect any taxes at an.• 
I he."2.J~ here today to renew the 4MinUtration •e ljllquut 

tor ~ taxb'?i~t'>;h{;:"\,~.~;!.~ ,~, ? o:'5 b~~ 
~'1-4--

dollar•: and that will, by draining ott a ai&eable portion ot our 
" 

national lnoo•, help to 8t&b1l1&e our eoono~Q , and will g1Te 

Fred V~~teon a hand in trying to keep priou down to the point 
v...~ .. ;s 0 ~.1 61-il 

tha t tM·e ... 8 ; %Iii-. z •• .,,, •• r<•• ••••• MA~....-a. be 

able to eueta1n theaee1Te8 through~.~~~ y.,i'-""' • 

I do not bel.i eTa tbet th18 18 an unrea eons ble !;t;:~ Ot oouree, 

there ha e been a great deal ot oppoal t1on to 8o large a •ax b1l~ 

--~t on the other h.erld, a great :aany f t' s reliable eouroee ha•e 

coulnded the courage or auch a billd ~ ~ 1 
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The Birmingham News that 1 there 1e no dQ.Jbt the t 

sound procedure, with reepeot t o the Nat 1on 1 e r tnanolal poelti·'n and 

to controlled prices, oau11s the additional leT1e8 against the 

greatly 1no reaeed 1 noomee of the Ameri can people. • 

The Portland Journal 1811 • raxee oould and should be 1ncreeeed 

lt we are to g$;;;----12\e lntla tlon gap. • 

The New York Poet states tblt" lf we don • t have the tax 

lnoreaeel the Treasury has called for , tlwl taxpayer will pay out 

JuBt as muoh 1n 1ncreaeed food prices as he would have pald 1n 

taxes, except tbat ne1 ther he nor the Treaeury Will haYe an1th lng t o 

show for 1 t. 1 

The Birmingham Age Herald 11818 " The 'freaeur1 baa asked f or 

10.5 billion ln new taxee, both to ease the financing of the war 

and also to drain ott eurplue earning power and thereby decreaee 

the chanc ea of dangeroue inflation . Both are goals of which tlwl 

general public approTee.• 

'!'be Ci .nnc1nna t1 Inquirer I&J'I • 'tbe Adm1n1etration 1s talti"S 

ac tion which has been too l ong del&7ed i n adYOoatins a tax progr• 

whloh 11 ln closer relatlonehip to the aotuali t~e of war. The 

Prlnci~ which all our laWMitera 1111st realiu 1e that conditione 

delll&nd hi !'Per current pa,yaoent 1 ln order to hold ae low as poaaible 

the National debt. 1 

The New YOZit TlMa, in d1eapprortns of the House bill, eqe, 

• baa 
Ware and Ileana co .. 1ttee u now approTed a wbolelJ' inadequate 

tax bill which would rai" onl7 a f1tth of the new reTenue aeked f or 

by the Treaaul'1 . To the extent that we fai l to e1phon of f exoua 
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pu rche a1rflr110Q.t._ 1 n tbe 'ban4 a or the people, - -....... 
1nt'la~~ere-..\!:,..Jl~aa1ble ~Y ee 

It we don ' t do~ axe ;'o.,.. the a~e 

the tcra ot tu - lt_nown ae iilfl:alls:'~ -

1lt.ematin must be 

ing for 12le war. 

w liiUst\.o 1 t by 

The Admip iet.rat1on • a 'baa o reaeon tor au (l'geat1ng 10. 5 billim 
A t._J... .-(...._:or--

dOll&-;.~1\ s' · tZ ' t 7 taxes, to be el1a1nated after t he war, 
lv-

aroee out of 12le obv1oue faot tblt Ule war 1a ooat1ngAtwo hundred 

m1ll1on dollars a day 1110re tha n our pre sent tax reoeo!pt e. At the 

same t1 me, Ule aggregate earn lngs of the people or the Nat1o n are 

higher t!Bn 121e1 be.ve ever beottt> JChue we are p1l.1.ng up a debt
1

1n 

•• 

~u pertod ot proaperUy, or two hundred JD1111on dollars a d&J wb1oh 

aoa• h¥ ~ ~d ~.,.~all• b~oan ta~;rere tar lees able 
' 

to pay 1t ttan we are today. ~ile we are t1 ght1ng 12le w_., and 

wh1le the et1mulat1on of war produc t1on haa elq)ll!ded the income e d 

and taxpaying ab111t1 of a maJority of taxpayers, we should go as 

tar aa poee1ble towarda keeping abreast of our elq)eneee. 

Doea anyone doubt that 1t 1s vital to the aintenanoe of a 

aound Oovem~~ent ! 1eoal pollc1 that we finance a 1111.1ch greater portion 

ot ~ war tbrrugh taxat1m than at preeenH The huge bill tor gun a, 

ammunition , war equ1PIII8nt, training our ao ld~~~=).. aending them 

abroad an1 taking care of them - - this bill = te be ~~et •••~ 

either by taxation or b1 borrowing. And eval')' dollar tmt we ra1 .. 

thl'ru~ taxation 1s a dollar leas Ulat will have to be returned, 

• 1th interest, men tha war ia over. Therefore, a securing additi onal 

tu:ea at Ulia tiae would not only illJ)rove our praaent poe1t1oa, but 

would put us in a f ar better peel t1on at the oonolua1on or the war, 

"hen we Will be faced with Taet and expenahe problema in oonneot1on 
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.,~ ~~·~ruo"m ood ~~·•••••d ;~-~.~~~ 
81noe wing 1h e presentation to , 

a\ ) I have ta.lke d to our eo ldi ere - - to the aen wiD are aotuallr 

fightin g the war -- •• l1 V1ng t'or the . moat part on 150 a month an1 
a-..< ""' ~ ~1141..-..tf..... ,._ ...... ~ try ing to bold together their tami~le i"' unt1 they oM get baolt, get 

Jobs, and piolt un the broken threade or their livee. 

I OM tell you that it tber 184 b power to paea a tax bill, 

it 10:luldn 1 t etop at 10.5 b1ll1oo dollare. And I think 1he7 have 

earned the r1gbt to ba ve tbeir teelinge in the a tter oao eidered 

aertouelr. 

'l'o the extent that we tall to raiae 1h1 a 10.5 billioo dollar a, ?b 
........ , .. ttiJ'Ia""*•li=lsf!AIICIL ~att 1:beae re11J.m1ng eolcUere will- inherit" an 

unnaoeuary portioo or the bill t'or the war tber rielted their Uvea 

tight. 

And if I krow eo ldiere, tlier will not be too happ:r about 

rece1v1n g a gli b ~lanat1on the. t instead or ra1Blng tax~n the 

ot pUn t:r to help a two hundred billion dollar btY, we aeke d 
to. t he Arcly to revtee 1te ount ot 1801le:r 1t needed. --lilll\ I oen aeeure :rou that we will have a job on our~~ J.t we -,... at~~f t o 3xpla1n bOir eo~n war upendituree oan eubet1tute 

~· torte~ -.:: rk':v:'. , t.'. te...x.--~~ ~~~ 
~~~~k-AK-...1-

J I have epent two weeke trr1~ 1D t 1n4 • • ••• •a na·• 'I' " •t1 on - -

' ' 2 Fll a~ving money on the war~e~tion dange~ 
~IJo~~he ~du7tioo or inflationary pressure reeultlng 

would be only a alight traotton in the out in e:xpend1turee. 

In eo tar ae Ibi s ~~::re5 /renegotiation or war oontra ota, l 
1t would le ave income pqaente to 1nd1rtduale alaoet entirely J 

I' t-' , _ .-4~ ~ '"'~ ~~ ~ 
...... c; 1-..._J r~ ~....,._, ~ ~ •. rl- .._.,1, "'-'...._ J .._;;:r;:.J !.-") ~ 
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~ we oan eaTe •one7, it we oan 

reduce our expenditure• -- either war or non-war -- it ought to be 
U-1. ('> 

done. I am aure 70u know where I s d on that. You •7 eTen reae11bd 

my recommendat1ma to the ee ,..... reaulted in nearl)' two 

b1ll1on dollars eav1nge over a ~rio ot tbe last t'IIQ years. 

Fro11 the at&ndpolnt ot 1ntlat1o 1 aa well ae trom tbe atandpoint 

ot pay1f'6 ott our hu@l!l war debt, we eed to gather •• IIUcb in new 

taxee d~r1ng t he ooa1ng )'ear ae 4a;....61e ponlbla 'e so• I '..,,.. We 

reoogiu tbat &n7 tax bill 1e llmi ed bJ the oapacit)' to pq ot 

taxpa,yera in the lower and alddla 1 
1noreaua in inoome. 

,. 
' 
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unatteotedJ Renegotiat i on hae the atteot ot a pp171ng tunda whioh 

eorporat1crji; were ,. ..... holding to 11eet an a oorued axeees protita 

tax ae J)a)'ID8nh t or ourrant protluot1on . We pin nothing on the 
• 

1nt1at1on !ron~ b7 rechristening what would haTe been exoeae prot1te ' ~ 

tax reTenute a e • rtduct1on ot eXP&nd1~uree.• 
r-s .,.... 
lV • 11bere the out 1n expend1tlll'ea 1e real and not noa1nal., the 

~ 
atteot i.fl reduo1ng intlat1ona r1 prttllure et1 11 will not be great. 

The only W&J the ae e oonom1ea could be aade atteot1Te troe an 
.l..(fk.. ~ 

1nt1a t10 M etandpo1nt would be .-e ,re~eue •n and 11ater1& la t or the 

m.tnutaoture ot oon sumer goode, in o~er to 1n creaee t he amoua• 
~ ~ <!A~d M.s...:.. M.o. (..~ 

of material a upon wbiohl\ aoriJ) ean -.. s ' .,nt. But there h 

no 1nd1oat1c:n that we oan attord yet to relt&ae either 

from T1 tal war production, reprdlall ot &n1 eoonoll1ea -.!l1 ch oan 

eat ely be llade at this t1ae. 

so J • a 1t 1a 'ioar·et'7 eate to u7 that *'"8 " eu1nge 

a re not an al temat1 Te tor new taxee., 
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m....... 
It wae .._Judgment of =ap t.y N·ratlk 'eeple that the 

tuable limit at the preeent time WQild be reach ed With 10. 5 
b1ll1on & in new taxu, ~ ~ oV ~ ~ ~ I (..,J ~ 

1 

prom U,• rt&R4pstnt 01 liidltldaala,~t waa~ judgment~ 
an 1ncreaee i n individual income\ taxee 110uld pie :a tiC be the ta1ree1; 
t orm ot tax to u&e under the c1roumetanoee. It 1a the one moat 
adapUble to t he ab1li the ot our people to PA1 taxn. H 1e a 
better tax tor reaoh1118 the middle and lower income gro\4) a than 
a &nJ other t orm ot tax now 1n uee. 

I am a a aw41'8 a a anyone that we are taoed W1 th great problema 
1n eett1.ng up a SJetell ot taxation that Wi ll ge t th1e IIIOtle 1 W1 tbout 
lnjuat1oe; and tlla t we have reached the aaturation point on taxation 
1n the oaee ot •1\1 people tbrou~out the Nation. Tbere are 
l iterally millions ot people whoee 1noollea have not increased ae a r eau• a.J.oa ot the war; and there are a1ll1one" wboee 1no0Gie e are eo low that theJ 
oan_ not •inta1n eYen a reasonable standard ot llrtng, and et111 PAJ 
the &axea wh1oh are eYen now levied against them. 

I have aaid ~~any times before t hat tour-t1tthe ot our ent1re 
national income rests W1 th those people earning leae than five 
thoueand dollars a 7ear, I should like to make 1t verJ clear, however, 
that among t boae people earni ng lees than t1ve thoueand a Jear~ there 
are 21.5 million people - - a t hird ot all the Nat1on 1 e ealary and 
wage earner a -- who !lake leu 1;ban a thouaand dollare a nar. Theae 
21.5 1111111on people e am a total ot onlJ 18, 5 aill1on dollars. 
Thue, i t 1e obvious that theee 21.5 ~lliona who earn, on an aver~, 
leu than t lS a week IDUat be g1 Ten apeoial ccna1der a t l on 1n t1mea ,) 
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I 

like/ the•'» wh•n • · .,ea:k at tax ptcpe••· I n tact, some ot them -­

n1ne •]?' s' tl 1 IV payin g V1otory tuxe~ whoee i ncome a are 

p1 t1tully amall~ ehould~reliev.J nen ot their preeen• taxea. 

I don ' t bel1en that 1e an unreaeonable request, I believe 1t 1s 

e. oue ot :J2le Juatloe. 

And1beoauae ot theoe 
~ 

~ 
million a wi th eub-etandard earninge, we have 

~ 
CO'l a1etently oppoeed the sales tax ae a •an a ot r a1e1ng additi onal 

r ennue. The oold taota are these: on a atrai&bt dollars and oenta • 
' ... bae1e, a ealea tax on all commod1tiea includi ng food and the 

neceseitiee ot living would t all Wi th a deTaete.ting thud on tbeee 

21.5 million people earning leas t han a thouaand a )'ear. From the 

atandpoi•8 ot food, which ia uaually the l a rgest item in alow-inoome 

budget, perhape it would tall even more heavi ly, tor the a1mple 

r eaa on t hat moet ot these people are laborera whoee tood and 

baeio reqUI.re~~~ente are greater than those ot the higher 1noome groupe. 

The percentage ct their earning• p&l.d in taxes, 1n rele.tionehip to 

the1 r inoo mes, would be, ot course, entirel)' o•t of prcport1on . 

The re 1A on l y one way ot sparing theee 21.5 lltill1on people 

an 1nexoueable 1njuat1 ce under any aale a ta.x eohevs - and tba t 1a 

by el11111nat1ng trom taxation f ood -"" the neoeeait1e l of lite -

and that, gentleaen, would make the revenue to be aeoured from the 

aalea tax almost too emall to be praot1oal •• a rennue measure. 

An over-all, unJust eales tax mi ght get ue about aix billion dollars. 

It the neoeuit1e e of life were elim1na ted, we would be fortunate to 

get too billion dollars, much of which we propose to get anyway through 

eeleoted exo11e lev1e 8 , lroet of that extra tour billion would ca. 

from the blood and e weat of people Who honestly can't afford it. 
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H' 1 unthinkable. Badly a a we need the 110ney, we can not take 1 t troc 

t hose who 'liD uld face certain hardah1p a a a r e 1111l t or new taxation 

Ot tbe t otal ot 6. 5 billi ons of new incoa taxes 1n our 

sugges ted progrtom, _ b1111ona wwld oo a f rom t hoee ~) 1111111ona o 

taxpayera Who earn, attar present taxea, between tl, OOO and 15,000 -

or a total of 97 million dollars. At present, theee taxpayer• are 

paying a total ot about 10.6 ~llion a, or a 11 ttle 1110re than 

allthe income taxes levied against all taxpe.yera. Under the 

new plan, they wwld be paying a s lightly hi gher proportion ot tt. 

total. 

.• , 
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hnen I appeared 'before the House Ways and Weans Commi ttee, 

1 presented a specific proposal for raising the revenues thet 

?0 

n shoul a hav e.E.suggested that we raise _ billion dollars in 

new selected excise taxes . k'8 a raatitt of an inVeStigatton of 

\lu Un u: uiat utah• Pi 11 .,ae t! aP":"':g~e:ted a tax sched~le 
that would rai. se __ billions from ~VIe felt that 

estate 1111d gift taxp8i9'e r s were not contributing as much as other 

taxpa,yere to t he war program, and after careful investigation, 

'lfe increased rates to produce billi<m a in revenue ·lr·•·-'~' 
In income taxes, we presented a plan adding up t o 6.5 billion 

O.olla rs in increased levies. 

At that time, I also presented to the Hou se Ways and Means 

recommend~~ handling t his ine<·me tax progr am. This I am 

not going to do today. \ta:w"1J""l ~~ ~~~~ 

6:-b·;~ ~ ::=-::::: :eh::p:::ea::e:mo:~n:a:Ms 
Research Division to provide you with a aubatan t ial number of 

U3 ~d'&.« . : 
schedules, dis tributing t he tax burden,., in nearly every possi ble, 

pl ausible way . If you have ideaa wh ich are not covered by these 

schedules, the Tax Research Division will prepare a schedule to 

take care of any sug~estions you may have. 

In presenting an income tax proposal to the Vla,y s and Means 

Committee, I, suggested that we drop t he Victory Tax in t he interest 

of simpli fication . If t he tax were simply dropped, this would 

relieve 11 million people in paying any tax whatever. Of these 
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11 million, the uoper t wo million peid the bulk of the Vi ctory 

Tax, and the other 9 million, whose average pay is considerably 

less than a thousand dollars a year, accounted for about 300 

million dollars. Compared to the to t al of 24 billion dollars .,._ 

~ now payable under individual income taxes, this is not very 

much . When you think of it ae $30 do l lars a year ou t of a wage 

of lliiiCh leas than a thousand dollars ayear, the load is obtioaal;t 

cons iderable -- particula rly in a peridd of increasing costa of 

still believe the t these 9 million people should be 

relieved of uu my ta:x liability, and we ._ earnestly mak% 
the.l recommerJdation t o you . •&der my circumstmces, I hope 

you will eliminate the Victory Tax . The American public is 

entitled to simplificat ion of its tax laws. We don't have t he 

•• 

right to ask ever,y taxpaye r to become a bookkeeper, and under the 

present circumste.nce~for which the Victory Tax is largely responsible, 

a person out aide the range of a s implified tax fol'lll is faced with 
~~ 3' • some ver,y perplexing problems_, . We at the Treasury are domg every-

t hing i n our power to simplify the returns. We laave managed to 

siuplify }o an extent never before achieved, the returns requi red 

of taxpayers earning up to 3,500 dollars . Beyond that, however, 

the toils of the most complicat ed tax laws to be found my 

place in the world , have us compl etely at their mercy . I implore 

you , therefore , to keep simplification in the fore-front of your 

mind s ~ile considering the new tax bill . I hope you will not 
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eeeesfiary ~ax 
crop the Vic tory Tax, ana ~dd in its place a lfhb:rp:fu which 

is equally as complicete~- t he House did in its Tax Bill . 

.• 
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, ho,'o you :ill c;.)naidu t~e l onc;- tom eiblllficaneo af tllic tu 

J.Hl oetor a you decide upon e. cou1'ae of action. 1 hope you will 

u.ve~ loao alght of t ha f ac t tl.a t lo tlw extent tha l t he 10. 5 billion 

n~..w·o la r educed, juat to l bal utont •• will ha l ov,yill£ addltioll&l 

luu upon t.I:M; t181l who ar~ uow fighting t he war and upon their 

c;ulkNn aud oura. We oan not f orever put oft t he p&yaent of the 

"llo" ur lilll which ia accuaul&ting at the rate of 260 lllillion 

uullara a da7 - leu than a lhire ot which b bein,.; =et in 

C-ovurnMnt rnenue at the preunt tlmo . 

J.nd I hope you al~:o will remombor tba t. avery d oll.ar ta en in 

laxoe la one leea dollar whi c h can c:.usc an inflati~J that wi ll 

uurden ua, lhilt wi ll unneeeaurll;r i ncrellle our war bill, and th&t 

will make lhe job of recons t r uction infinitoly harder onc:o the war 

is over. 

I lh011ld like to eay on• tiling ®ro . Jn :q roc.;::lt trip to 

Europe, I apent a &r oot deal of time inveatieating our war expen­

diturte abroad. 1 want eel to know whe t her or not raaaJnabl e care ne 

bai l\! &hen to t.t. ependln& at ~~o.~ney at t.t. ftont . l did not , of 

co11rea, Mlte a detailed etwly , but 1 cue any wit b. the diatlnot 

L;preeaion that the war 11 beiug fought aa econo2lcall7 az it ia 

poaaible to fight agalnat Nasi fanatica who &ri perfectly willing to 

li>ro• t heir neey reaoui'Ce into battle. 

Regraded Unclassified



- 1:1 -

u con'finced tlat our co~in~; Oenenl.1 are not •••trda 

eil iler of money or ~Z~C , whi ch la a com!orli ng t hour;ht. And 1 

batnod the distinct impreaai on t~ol our monay, tranalated i nto 

war equ ipment , and into t he tr&lninc whi ch Mku o~u r aoldiera 

t: ... beat in tho world, 11 winnine the war !or 1111 ~d 1t ia our 

oJney and ro1ourc•• whi ch t urned a.ay t he hute tidal wave of Natl 

oppression which, not 10 l on.:; ~t.:o , l eta:ed irreaiatihlt. 

ihl l i e cort&inlT L~ple recocponao for any sacri f ice we ~ 

!Ave "'lade or will be called upon to malc:e. 

!1~hor taxes are l i ttle onouch ot a sacrifice if it Qeant 

Vict ory, and 11 aound peace and t he opportuni t y t o rebuild our 

:;aLion as we 11ant it, no t u s.,;no dictAtor wante i t . 

!!ichor tu .. are little enou&h compared to t ho hardships t ha t 

, oat of our allln are taci.ng todl¥• .le have no boJibo dropping 

on our h~ae1. Our f riends and ne~hbora h11vo not been l ined up 

a,:t.inat a wall a:nci allot. aa 11 tcrall¥ hundred• of people in ::a plea 

wore vi cioual,y IIUrderecl by tile r.ula. :>ur atreah are not filled 

wit h rubble lib 1 ... obatructlnt: t ho 1treata ot .:l&lta. 

In abort , w ban be.n 1pared the horrible de~tructl o:: of war, 

eo ·~~ horrible that no one who hae not acen it can possibly 

i:na"ino it. For t h1 1, w cuat be trul y tbuk!ul -- ao thankful t bat w 

nlll willi~ ly tichten our belt• and PI¥ whatever it coat • to ficht 

t..., ur lo a flnilh -- to ao co!:lpleto a !inh h that it Cllll oever 

l:appon a,:aln. 
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Tb01c are tl• t hinga I hope you will bear in 11lnd abon all 

uhe W18D J'Oll are dobatinc t ha dh poai tlon Of the tax progl'&ll for 

l J .• l. 
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New Draft #1 

(lilntlemen: 1/ -..1'1- 0 

I talked to an officer of the ~artermaster Corps in French 

Morocco about three week.a ago. I asked him about food supplies -­

where he got them, and whether he was having any trouble aupplyine 

his needs . 

The off icer said; -well, of course, Wr. Secretarf, we don't 

get any f ood here at all. The prices are too high. The troops 

around here have bid the prices up. So the ~rtermaeter Corps 

ships in t.he food we need. It would break tha .A.rlo1's treasuey to 

buy anything at the pricee they ask around here.• 

Three or, four days ago I read an Associated Press report from 

Barl , Italy. This report said that a suit of clothes in the 

cheapest quality had risen to about 3, 000 lira during the war and 

in t he last two months had increased in oost to twice that amount . 

A couple of months ago you could get a pai r of shoes for 500 lira, 

but now they coat 1,800 lira. Not long ago you oould buy shirts 

fo r 100 lira but now they coat 350 lira, 

Yesterday I received a report from ilgiera concerning living 

conditions in France . It stated that eggs were selling fo~ 40 franca 

a dozen, and chickens coat 200 f ranca, if anyone had that much money. 

Back of these steep price riaea, lies just one simple phenomenon. 

Troops have come into these areaa with aoney to spend, and the supply 

of goods is limited. So prices shoot up. 
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And the common people of Korocco, Italy and France -- end 

Greece and China and Germany, for that matter -- are not finding 

97 

it easy to live , They are up against a nearly impossible situat ion, 

'!his should aerve to remind us that inflation is not somethi ng 

that civilization has outgrown during the past twenty years, as 

some seem to think. Inflation can happen today. It i s happening, 

with exceedingly dire results to the low income people, in every 

country but ours. And i t can happen here . 

'!he extra money which stimulated production has brought to 

the people of America tod&~ -- can play the same havoc 

as the soldiers' spendable dollars are causing abroad. The 

pt•inciple is the same . We have a shortage of goods, exactly as 

they have abroad -- not to the same extent, but to a great enough 

ext ent to cause trouble , The only thing that we have ll'hich they 

haven't is an OPA, and Fred Vinson, whose responsibility is sitting 

on the lid. 

Hoif long Fred Vinson will be able to hold price in line under 

pre sent circumst ances is a question . He is doing everyt hing he can, 

but the wild hot•ses of infl ati on are growing wilder every hour, and 

no one seems disposed to give him any help. Our economic picture 

at thia writing seems to be a gala~ of punctured ceilings, 

tot taring wage formulae , legal doubts of OPA' s constitutionality, 

and political viewing-with- alarm or with-timicll ty. 

As you know, when I appeared before the House Ways and Ileana 
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Cocmittee a few weeks ago, I suggested on behalf of the Administra­

tion that a tax bill be passed to increase Government revenue by 

10.5 billion dollars. Ita purpose was to hel p finance the costs 

of the war and to absorb 10. 5 of the billions which threaten 

inflation. 

You all know what the House did about it . 

They passed a bill calling for two billion dollars in increased • 
' 

revenue, and provided a minority and a majority report whiCh attempted 

to prove that we don't need 10.5 billions in taxes because we aren't 

goint to spend as much as we thought we were . No consideration was 

given the fact t hat tha war has already coat a great deal, and that 

a backlog of debt amounting to two hundred Billion dollars will have 

been piled up by the end of this fiscal year . 

A few days ago the Washington Poet put it ncy well in an 

editorial; the Post said ••• "the fact that the Armf over-estimated 

the amount of funds it would require t his year does not mean that 

r.e can regard its unexpended appropriation as •savings' -rranting 

a relaxation in our efforts to cover more of our war costs from tax 

revenues . • The Post then continues, "If Congress wants to make 

such excess appropriations an excuse for inadequate taxation, all 

it need do is to approve over-liberal appropriations and recapture 

them at the end of tha year. 

Regraded Unclassified



- 4' -

BY such means •ee.vings ' could easily be boosted eo high that we 

might conclude that we don ' t need to collect any taxes at all. • 

I have come here today to renew the Administration's request 

for a tax bill that will help P81 off our war debt at the rate of 

an extra 10. 5 billion dollars a year; and that will, by draining 

off a sizable portion of our national income, help to stabilize 

our econollcy', and will give Fred Vinson a hand in trying to keep 

prices down to the point that the lowest income groups will be 

able to sustain t heJDBelves through the remainder of the war. 

I do not believe that this is an unreasonable request. Of 

course , t here has been a great deal of opposition to so large a 

tax bil l . Yet on the other hand, a great many reliable sources 

have commended the courage of such a bill at this time. 

The New York Post states that • I£ we do not have tax increases 

the Treasury has called for, the taxpayer will pay out just as 

much in increased food prices as he would have paid in t axes, except 

that neither he nor the Treasury will have anything t o show for it. • 
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The Birmingham .t.ge Herald aay s •The Treasury has asked for 

ten and a haJ. f billion in new taxes, both to ease the financing of 

the war and also to. drain off surplus earning power and thereby 

decrease the chances of dangerous infl at ion. Both are goals of 

whi ch the general public approves. • 

The t:incinnati Enquirer ss,y s • The Admi nistration is tlit ing 

action which has been too long dels,yed i n advocating a tax program 

which is in cl oser rel ation shi p to the actualities of war. The 

principle which all our law makers must real ize is that conditione 

de~and higher current payments in order to hold as low as possible 

the national debt , " 

The New York Times, in disapproving of the House Bill, ss,y s, 

"'/lays and Means Committee has now approved a wholly inadequate 

t ax bill which would raise only a f i fth of the new revenue asked 

for by t he Treasury , To the extent that we fai 1 to siphon off 

excess purchasing power in t he hands of the peopl e, t he alter­

native muet be inflation . There is no possible way we can escape 

paying for the war. If we do not do it by taxes on t he statute 

books, we must do it by the form of tax known e.a intlation. • 

The Administration's basic reason for suggest ing 10.5 billion 

dollar s of additional taxes, to be eliminated after the war, arose 

out of the obvious fact that the war is coating us two hundred 

milli on dollars a day more t han our present tax receipts. At the 

sa~e t i me, the aggregate earnings of the people of t he Nation are 
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higher than they have ever been. Thus we are piling up a debt, in 

this period of prosperity, of two hundred million dollars a day 

1vhich may have to be paid by f uture American taxpayers far leu 

able to pay it than we are today, 

Does anyone doubt that it ia vital to the maintenance of a 

sound Government fiscal policy that we finance a much greater por­

tion of the war through taxation than at present? The huge coat 

of gun.s, am.aunition, war equipnent, tr&ining our soldiers, sending 

them abroad and taking care of t hem - - this bill mus t be met either 

by taxation or by borrowing . And every dollar that we rai se 

through taxat ion is a dollar less that will have to be returned, 

with interest, when the war ia over , Therefore, securing additional 

taxes at this t ime would not only improve our present position, 

but would put us in a far better positi on at th.e conclusion of the 

Ylar, when we will be faced with vast and expensive problema in 
' connection with reconstruction and reaA')ustment of our economic 

system. ··~ 

Since making the presentation to the Waya and :Ileana Committee 

I have talked to lD8I1Y' of our soldiers overseaa -- to the men who 

are actually fighting the war -- men living for the most part on 

$50 a month and 
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t rying to hold together their families and aa many of their 

possessions as possible until they can get back, get jobs, and 

pick up the broken threads of their llvos. 

I oan tell you t hat if they had the power to pass a tax 

bil l , it wouldn' t atop at 10. 5 billion dollars. And I think 

they have earned the right to have their feelings in the matter 

considered ser iously. 

To the extent that we fail to raise this 10.5 billion 

dollars, these returning soldiers will inherit an unnecessary 

portion of the bill f or the war they risked their lives to fight. 

And if I know soldiers, they will not be too happy about 

receiving a glib explanation that instead of raising taxes in 

the midst of plenty to help pay off a two hundred billion dollar 

debt, we asked the Army to revise i ts estimates of the amount of 

money it needed. I can assure you that we will have a job on 

our banda if we atte~pt to explain how projected economies in 

war expenditures can substitute for the collection of taxes . If 

these returning soldiers should be faced with inflat ion-bloated 

prices, or if their mail from home tells how difficult it is to 

l ive in the midst of rising prices on soldier's pay, we will 

have a hard time demonstrating how we are fighting inflation by 

asking bookkeepers to change some figures , perhaps only tempor­

arily, on the books for 1944 and 1945, instead of raising taxes • 
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As a mat t er of f act, I have spent two weeks trying to find 

son-.eone 11bo could shaw me that actually saving mone;y on the war 

not simply changing estimat es -- will mat eriall;y lessen the 

inflation danger, 

All I oan find out is that the reduction of inflationary 

pressure resulting would be only a slight fraction of the cut in 

expenditures, 

Insofar as this cut represents renegotiation of war contracts,·• 

it li'OUld leave income pa;yments to indi viduala almost entirel;y 

unaffected and would ther efore have no effect . Baaegeti·tig~ QRI 

tn. al£eot or 'PflTing fund s which O?PfOP"t ' on· •ere Aolii-s to 

1!181• WI aeet aocl ox esse pPefits +ex '' peJA?stte ft• eurp· nt pro 

Wl•* wtald laue ••• ••ass ' prof 1 tl t•• aeoanaoa as 1tuaau~iea et 

•lf seat ta1 au." 

Even where the cut in expenditures is real afti ••' nomine1 , 

the affect on reducing inflationary pressure still would not be 

great , The only W8J these economies oould be made affective 

f rom an inflation s tandpoint would be if they should release men 

and materials for the manufacture of consumer goods, in order to 

inorense the amount of materials upon which people can spend their 

incomes . But there is no indication that we can afford yet to 

release either man or materials f rom vital war production, re­

gardless of any economies which can safely bo made at this time, 
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So i t is safe to say that eavinga are not an alternative for 

new taxes. They don't help combat inflation and they don't reduce 

the considerable bill we have~d. · 
If we can save money, if we can reduce our expenditures -­

ei ther •,var or non-war -- it ought to be done . I am sure you know 

\\here I stard on that . You may even remember that my reconmenda­

tions to t he Byrd Committee resulted in nearly t wo billion dollars 

savings over a period of the last two years . 

From the standpoint of inflation, as well as from the stand­

point of paying off our huge war debt , we need t o gather as much 

i n new taxes during the .coming year as pouible . 

1 "II 

I am as aware as anyone that we are faoed with great problema 

in setting up a system of taxation that will get this money without 

in justi ce; and that we have reached the eaturation point on tax­

ation in the case of many people throughout the Nation. There are 

literally mil l i ons of peopl e Whose incomes have not increased as 

a result of the war; and there are mil l ions also whose incomes are 

so low that they cannot maintain nen a rea.aonable standard of 

living, and still pay the taxes Which are nan now levied against 

them. 

I have said many times before that four-f if ths of our entire 

nat ional income rests with those people earning less than five 

thousand dollars a year. I should like to make it very clear, how­

ever, that among those people earni~ leas than five thousand a 

year, there are 21 .5 aillion people -- a third of all the Nation's 
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selary and wage eat"ners -- who make 1esa t han a thousand dollars 

a year . These 21. 5 million people earn an average of less than $18 

a week . They must be given special consideration in times like 

these . 

At the present time , too many of these 21. 5 million wage­

earners, w~o earn an aggregate of only 18. 5 m.illion dollars , are 

taxpayers . If all of them were relieved of the responsibi~ of 

r8Yi ll(; taxes -- if eve~yone under the present income ~including 
al l those paying Victory Tax but no income tax -- were dropped 

frJm the tax rolls , there still would be 40 million taxpayers 

to share the burden of taxation. 

These 40 million account for __% of the total income. It is 

in this group, of course, that we will find all the exist ing 

inflationary money . 

Because of these millions with sub-standard earnings , we 

tave consistently opfOsed the sales tax as a means of raising 

additionnl revenue. The cold facte are these: on a straight 

dollars and cents basis, a sales tax on all commodities including 

food and the necessities of living would fall with a devastating thud 
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on these 21.5 million people earnine le aa than a thousand a year. 

Frcm the standpoint of food, which is usually the largest item in a 

l ow-incolll) budget, perhaps i t 110uld fall even more heavily, for the 

simple reason that most of these people are laborers whose food and , .. 
basic requirements are great er t han those ill- the higher income 

groupe . The percentage of their earnings paid in taxes, in re­

lationship to their incomes, would be, of course, entirely out of 

proportion . 

There is only one way of sparing these 21.5 million people 

an inexcusable injustice under any sale a tax scheme -- and that is 

by eliminating from taxation food and the necessities of life -­

snd that , gentlemen, 110uld make t he revenue to be secured from the 

seles tax almost too small to be practical as a revenue measure. 

An ever-all , unjust sales t ax might get us about six billion dollars. 

If the necessities of life were eliminated, we would be fortunate 

to get t110 billion dollars, much of which we propose to get lilY"&¥ 

ti,rough selected excise l evies . Most of that extra four billion 

would cane fran the blood and sweat of people who honestly can't 

afford it . I t ' s unthinkable . Badly as we need the money, we can 

not take it from those who would face certain hardship as a result 

of new taxation. And we need not worry about this group contri­

buting to inflation. They can not make inflation, they cm only 

suffer as e result of it . 
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rt you want to pass a Sales tax under these circumstances, it ia 

your priYilege . You are the lawmakers , You are the elected represent­

atives of the people. You should know whether or not they -- that ia 

the majority of the people you represent -- want it, I don ' t believe 

they do. 

Of the total of 6. 5 billions of new income taxes in the pr ogram 

suggested to the Ways and Means Committee, ____ billions would come 

troa those 43 mil lio118 of taxpayers who earn, after present taxes, 

between $1,000 and $5, 000. At pr esent, these taxpayers are paying a 

total of about 10.6 millions, or a little more than half of all the 

income taxes levied against all taxpayers . Ullder any plan to increase 

taxes, they should pay at least the same proportion of the total , 

When I appeared before the House Ways and Means Committee, I 

presented a apeoifio proposal for raising the revenues that we should 

heve. 

I suggested that we raise 2. 5 billion dollars in new selected 
t. 

excise taxes. We suggeated a tax schedule that would raise 1. 1 "~ ·•.u.orr 

froa corporations , We felt that e state and gift taxpayers wel'e not 

contributing as much e.a other taxpayers to the war program, and after 

f 1 s...<~,t-l.kJ a 400 ·11· · care u investi gation, we \increased rates t o pr o uce m.1 1ons 1n 

revenue from thia source. 

In income taxes, we presented a plan adding up to 6, 5 billion 

dollars in increased levies, 

At that t ime, I also presented to the House Ways and 1!eans a re­

COJ~:Jendation for handling this income tax program. This I am not 

&oillg to do today, 
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How you raiae t his aoney, what schedules are used, I leave 

to you. I ban aeked our Tu Reaearch Division to provide you 

with e. substantial nllllber of schedules , diatributing the tax 

burden of 6. 5 billion in nearly every poasible, plausible way. 

If you have ideas which are no t covered by the schedules, the 

Tax Research Division will prepare a schedule to take care of 

I!JlY suggestions you ay hen . 

1"8 

In presenting an income tax proposal to the w.- s and Kean e 

Coi!Cittee, I suu eated that we drop the Victory Tu in the interest 

of s implification . If the tax were simply dropped, this would 

relieve 11 million people in paying &nf tax whatever. Of these 

11 million, the upper 2 million paid the bulk of the Victory 

Tax, and the other 9 million, whoee average pa;y ia conaideroo ly 

le sa than a thousand dollars a year , accounted for about 900 

lllillion dollars . Co~apared to the total of 24 billion dollars now 

payable under individual income tuea, t hi 1 h not very much. 

J'then you think of it ae $90 a year out of a wage of IIIllCh leas 

than a thouaand dollars e. year, the load 1e considerable 

particularly in e. period of increasing coats of living . We still 

believe that these 9 million people should be rel ieved of any 

tax liability, and we earnestly make that recommendation to you. 
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Under any circumstances, I hope you will eliminate the 

Victory Tu. The Alaerican public ia entitled to aimplification 

of its tax laws, We don ' t have the rigbt t o ask every taxpayer 

to become a bookkeeper, and under the present circumstances, for 

which the Victory Tax ia largely responsible, a person outeide 

tbe range of a simplified t ax form 1a faced with some very 

perplexing problema and calculations. We at t he Treasury are 

lC~ 

doing everything in our poJter to simplify the retums. We bsve 

managed to simplify, to an extent never before achieved, the 

returns required of taxpayers earning up to 3, 500 dollars . Beyond 

that , however, the toils of the most complicated tax laws to be 

found any place in the world, have us completely at their mercy, 

I implore you, therefore, to keep simplification in the fore -

front of your minds while considering the new tax bill . I hope 

you will not drop the Victory Tax, and then add i n its place a 

new tax which is equally aa complicated. This the House did 

in its Tax Bill . 

I hope ;you will consider the long- tal'll aigniticance of thia 

tax bill before you decide upon a couree of action. I hope you 

will never lose sight of the f act that to the extent that the 

10.5 billion figure ls reduced, just to that extent we will be 

levying additional taxes upon t he men who are now fighting tbs war and 

upon their children and ours. We can not forever put off the 
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pqment of the huge war bill which ia accumulating at the rate 

of 260 million dollars a day -- leaa than a third of 'IIIlich is being 

rnet in Government revenue at the present time . 

And I hope you also will remember that every dollar taken in 

taxes is one less dollar which can cause an inflation that will 

burden 'us , that will unnecessarily increase our wa.r bill, and that 

will make the job of reconstruction infinitely harder once the war 

is over. 

I should li.ke to say one thing more. On my recent trip to 

Europe, I spent a great deal of time investigating our war expendi­

tures abroad . I wanted t o know whether or not reasonable care was 

being given to the spending of money at the front. I did not, of 

course, make a detailed study, but I came away with the distinct 

impression that the war ;is being fought as economically as it ia 

possible to fight against Nazi fanatica who are perfectly willing 

to throw thei.r every resource into battle. 

I am convinced that our commanding Generals are not wastrels 

either of money or IIIBn, 'IIIlich is a comforting thought. And I 

gained the distinct impression that our money, translated int o war 

equipment , and into the t raining 'llhich makes our soldiers the best 

in the world, is helping to win the war for us . Our men, aided by 

the money and resources which the American people have provided 

Without complaint, have turned away the huge tidal wave of Nar.i 

oppression 'IIIlich, not long ago, seemed irresistible. 

Regraded Unclassified



- 16 -

That is certainly ample recompense for 8Jl1 sacrifice we uy 

have made or will be called upon to make , 

Hi gher taxes ere little enough of a sacrifice if i t means 

Vi ctory, and a sound peace and the opportunity to rebuild our 

Nationae we want i t, not as some dictltlr wflllta it . 

111 

Hi gher taxes are little enough compared to the hardships that 

most of our allies are feeing todq , We have no bombs dropping 

on our haue s. Our friend.s end neighbors heve not been lined up 

against a w&l.l and shot, as literal l y hundreds of people in Nap1ea 

were viciously murdered by the Nazis , Our streets are not fill ed 

'Rith rubble like I saw obstructing the streets of Malta. 

In short, we have been spared the horrible destruction of war, 

so horrible t hat no one who has not seen it oen possibly imagine 

it. For th i s , we must be truly t hankful -- so thankful that we 

will willinely tighten our belts end pq whe. t ever it costs to tight 

the war t o a finish to so coa plete a finish that it can never 

ha•pen a::;ain. 

These are t he things I hope you will bear in mind above all 

else when you are debating the disposition of the tax program 

for !944. 

Regraded Unclassified



-~ !!'; ' -.-:.. 
112 

-,-·; 

~ .. . ~. 

-~!"':~~------...,- ~ ;.>:' " ·.r ... "" ii E f" w, ,;,: 6. c.nd 

C ltttr ~i·~ _.\"1j.~.1nl4'1._» tl ' u ou ~s~l s 1~ connect! n 

l · ...:i- nr • · -.;~x 'Jill. 

,. •... ; t1 ~Q I !Jo(l -~ i!' H ctrnr ll ~r. ... the> Al.>1n1ctr Uon 

&it • '·',.. v'...ll~ ·- .... "11. t~ ('P~-- 1 l~L5 "..>111 ' c·n 
• . . r 1, • ;~ c- nte ;: !.. •• ~ •tl ~~ .. ~t... ~~ • . 

---~~..,.. T c ~ '(.' ..,_ P '!""/ • o secur.-. t'ls ~· 

•. l ~· . ., . '~ t. h. v .... ~ :"' " . ~ r.: l~~l. 
'l s · ~ -. ~re •1t of 

..- .. ro~" - ,..~ r 1c ~~'·l,,. 

tl,o••l 'len of :-:l'r ?:'O 1uct1 

r:!l 

1 Jt1 .. 'h 1.,t.f"'""~St , \""tA"l r l ovr.r·. 

"1o "i ..• ~~ul' not rnl;• EOli•U fy ou:- creeet•t 

' t 0 
,

0
, . 9 , u~ ~e 1n • far better 

•O"'\Cl ct r u .. "" tl r '"t r , \',', en wr- ... ill l e f eeJ. 

·• • 

Regraded Unclassified



r l'\ ... ' • s- ...... , - . 

-~-~-~~-.. -~-
1 

~t -v-..1.~·:;::-. .-.v .... ~~~ -~~~~ ' ,:. · -~·s- J 

....:.-- · m· s' o C£':i;s', '>i!o« & 0:':?7'' •uJ -~;'i"'l' "'' 
~f &J/2.G4 W. e ~~ 

---~-----.----~--· : T , ·, ..., 'l"• j' · --· ~ ~ • • ~;-- . o • ., , 

• "' ,.. ... f" - 1~ C ~ I • • I" j 
:"1 c: ..... ~ • ~ "'.. .... t .. .. ,. t ... :·:· ,. 

r .J (. 1 

.. . 
~ . , 

·. 
, , 

- -: 

~j~~t~~~-;_ -~ 
~- 0 I 01 1:.·· . 

1t ffi cul t for n ,-

., 

'". . ' .. . . 
e.r ::. .: 

. ).. . . 
. -

-- .r r·· 

.... ... ~c ..... 

. .... t - , . , 

.. •":"!.C! -· ~- t~ 

. ·ncr r 

.. ( c ~~ . tt',. . T' r ~: c: ., 

... " . 
' -. -· ... . .l 

0 0 I 

.._ . .... .. -· 

r. tl .c I 

cl I 
or~t :>:lixl::uc.t 

c Wry u • ••• r- ns Co l ' '-f't f 
• e E 

1. _,Jr 
-~ 

Regraded Unclassified



l!mbors o! the Senate Fh•m• C:C..Ut~ 

I recently pre1.nt.a to the Roaae V.a71 ~ 

the Adminiltration'• IIIBZ .. tlou 1D oonneotion w 

blll. 

At that ti•, I ..a. it ol.N.r that thl Adainiatrt<1 

.. should get an addi t!OIIal 10.5 billion doll&rl 1D tau t ._, 

year • . The lddit10D&l tu11 IMOMMJ'7 to 1eonre t hil Teey l.t, ~,_. 

&:~C~llllt , it wu 1tipulat.a, wre t o be .tr1ot}T t.-poJ."aa'7, and 

.. re tOI(be elil:dnated after the a.r. 

OUr baaio r~&~on !or mekSmg thi1 •ucee•ti om arose out ot 

the quite obTioua !aot that tha ar 11 oo1t1Dg more than 200 

million dollar~ a dq 11101"8 thaD O'lll' pre11.nt tu reoe1pb, yet 

thl time to pq !or tha war 1a llhlle w are fighting it, and 

•hlle the atillulatlon of a.r produot1on 11 great]¥ expanding 

the iDCo•• o! a TUt majorit7 of tu}lt.1era. 

In ol'der to bep the GonrnMDt OJ! a 101UIId filoal bull, 

the Mminiltl"&tlOJ! feell .. m~t fi-e & -h greater porti OD 

ot the war throup taxation than at pre1.nt. Yiar oo1b ara 

_,llllti~ , 1114 the W1m1 mat oo• troa .~ara. Eney dollar 

th&t we raile through tuatiOD •- a dollar l aa1 t hat w will 

have to retul'll to the people, with intere1t, 1lha the war is 

ovor. Theretore, railimg tu11 at t hil tS.. woul.a not only 
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)leobora o! the Senate Finance Caanitt .. : 

Dr&!t f2 1 4 
ll-1()-jS 

I recently pre1ented to the Rouse V~• aud u.an. Commltt .. 

the Adminiltration'• BUggtltiOZII in connection with a nn tax 

blll. 

At thlt ti•, I made it cleu that thl Adainhtration felt 

n ahould &•t au addltioJIIJ. 10.5 billion dollara in tax .. nut 

year • . Tho additional tax .. naoea1&1'7 to ••cure this Tory large 

mount, it wu •tipulatecl, .. re to be •trl otq te.porary, aoa 
wer. tOll be elil:Unatecl after the ar. 

Our basic reuon for mek1..: thb auceeatloa aro11 out of 

the quite obTioUI fact th.at thl -.r la co1ting IliON than 200 

million do l lar• a dq more than oar pre1ent tax reoliph, yet 

the time to pq for thl 1llU' la llhlle .. are fighting it, 111.cl 

while the stillllllatloa of ar proclaotion 11 greatq expanding 

the incomu of a TUt majorit7 of taxp&Tt'f'l. 

In order to bep the Goni'!DIIlt Oil a 10UDd filcal buil, 

the .\d:nini• t retlon teele n -.wt tinaDOt a IIDOh gr•ter porti oa 

or the nr throtllh taxation thau at pre11at. War co1h &'f'l 

1110unt1~~g, and the mu~1 mat oo• trra •o..where. Enry dollar 

that '" r&he t hrough tautioa .an~ a dollar leu t hat .. will 

have to rot\U'D to the people, with i nhre•t, when the war is 

ovor. Therefore, raitivg tax .. at t hh ti• would not only 
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aolidU'y our pr.,ct podt1cm, ~t wollld pat 11.1 1n a fu bettu 

poaitlon at the eoDOlualoa of the nr, whlll we 11111 be faced with 

vu t nod expC111.81 n pl'Obl- of N conatl"uotlon. 

Tho Adminlatl"'tion had a aecoad raaaon for aakiDg 10. 5 billion 

dollars ; ll.lld thAt uu t o hal.p hold the line on 1Dflation. 

7ou till know the fa.cta about ln!lation, w~ich thre&tena &1:111 

llhlch i a co~ IIII1Ch cloaer u our price &1:111 wage atructuro &N 

threat er.od, u the;;t &N todq. 

It ue:11 obvloua tbat out of our national i ncom , onlJ' a 

amall portion can be spent wi thout dr1Tlnc; prlcea upnarda; and 

that tho only aat iafaotorr •13 of keeplne that money fra:~ belng 

apent il to take i t out of circula.t ion before it h&1 a chance to 

be spent -- to drain it o!f i n taxation which, however paint'al 

it soeJ~ to tho te.x~el" durillb 1944, will certa.inly prove a 

pro~le.xia which CAmlOt help malclng 1~ m1 porhape 1955, &1:111 

all futuro ~;enll"&tiona, bet tu able t o tl&lntain a satillfactoey 

an4 at rollj; !ileal position. For inf lati on 11 not ao:~Wthi.Dg that 

will :;impqulc.e it di!tlcult tor u1. U i t coaaa, it will uot 

eo •i.thout lea'fi~~& claep scare that will be reus hoa.lill,\; • 

So, for th.,e two reaaona -- t o l"'lle mo» r that i 1 ~ 

needed, and to protect ouraeln• now and in the future agaiut 

the ra.v&{;aa of lntlat1oul'1 price rllea, we auegeated that the 

Conerosa raise thaae 10. 5 billion dollua. 
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nothi~~t: hu happc~ed a lDce the ti• I ade that ! lrat pre­

stntation t o clwlge OUl' lliDla, or t o ....a O'QJ' eatiatea. n. 
faot thnt tho •:;q a Gll1 linDa eo.dt t " coula not agree in 

principal r1ith our theala dou not in 1111 Wo7 change the f acta 

in tho oaae. \'1e atW ne.a the mou.r. We at ill ll!UBt f i{;ht 

intl4 tion. 

Since m.llc in& t he preaentat ion to Congreu, I han been 

abroad. r have t alked t o our aoldlera - to the men who ar. 

actual!? ticht inc t ho war - tton llv iJl& f or the 1110st part on 

116 

SSO a nnnth and teylnc t o hold to~;ether their f at iliea until t hey 

em get back, got joba, and pick up the broken thr eada of t heir 

hOJNl8 . 

I can t el l you t hat i f they had the power t o pass a t ax bill, 

it wouldn ' t atop at 10. 5 billion dollar~ . And I thi nk t hey have 

earnod t ho right t o have t hei r !eellnca in the ~ttor co~eiderea 

u r ioualy. 
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... t' C :cno.te F:n~ncc vO .:ttec : 

/ nrcsented to the ' Juse .. s.ya and "cans 

;-;;r ;.:bir.istratlon ' s sugr;estions ln connoclion with a new tax 

~:n .-te"-\.. -
:.t ~ ti11c ,~I made it clear that tho Ad•linistration felt 

'· :(11 ot an additional 10 .5 bi 11 ion dollars in taxes next 

. ~ e ~ditional taxes neces~ar;r to sec·1re His "~~~oll',tdarto 

•• il .a: stipulated , l'lere to be ctrictly le:n:-orar; , a:td f 
.. c. • ~o be eli -:t:. 'l&ted after t~e r:ar . /u" ~ 

"' '"'' """" '" ""''"' 1hio '""'~"" '~" '"Zt f ~ t \l.~ 1Hc obvious fact that lhe war is coat~nc . 101 e th&!l 2· 0 l 
·illio:t dollan a da~· mor e than our rt•osent tar. J>ecciuts , " J r l 

7c t:r:c to ray for the v:ar 1~ while we are ~tine it , and ;i: 
.. :.ao the ~ti'llullltion ~f nat• pt>,Od?ction -ri 1 ceLl) ex"}anaf:t/; l fJ· 

( H h-ilt> · r ~ 
bco:-~. 1 ' I a -:: r:al ority_!?.f tax:-e.:rers. ~ •. "' · 
\.:t ..A lA • W ~ !{; ~· '-" f"& I\ . - -----.. 

_ -r sv~ss ks it - op the r!nyggnfre?J It\ a scun,: ,li:;cal be.sis, 

·'a ·~ · · s ·s iaR ~.,e~ .finance o. r:iUC!l reater 
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• J:~ if· our ro~ent position, out r:ould )'~U1S in a ~e.~~;- 1 

:; •' ~ i :: A~ the conclusion ~~'t~1e ill be faced 11ith 

;:.•l ~~ CX;'enoive :-roblern~ 'tit recm~truction 

-:.c Aclnlni.s Lrntion had a second~ for o.skinr, 10,5 billion 

' Jl::..o:· 5 ; ond tho.L was to hel p hold the line on inflation . 

" Ju ~11 ::no1T the facts about inflation, 1'1 ich three.~~ 
' 

our :rice and •.;ac:;c structure ere 

.a...... ~ Cl\.4cA -.../ ~ "" .. -- • 1\A 
. . c-t t .. ~d , as t:tey ar ~~. ~ ~ - '- ......... ~f"'"""-~4'r 

.t rcc-:ts obvious that out of ou~tional inco!!le, only a ,. 

. l! o~tion can be spent without dri vi~ rrices upwards; and 
,_/ .4twJ ,_ .:.tt.:.. 

• ::~ t eke 11li satisfactory way of kecpin; ~ money from bein:; 
-...) Lo-p: 1~, 

r"cnl is to LaKe ' it out of circulc.tion before it !tas a chance to 

'" lc c cni) ,.. to drain it off in taxation whtch , however painful 

it~~"\ Lo the ie.xpe.yer duri111:: 1344, l'lill corte.inly~u~a 
k..Jw t..;.._ . CA.Q • lo fJ-~ .-
1?? . , s ~ . . ''1

( • • • nat knl s s'' i'?'""' 11.11: a.nd ncrhans 1955 and 
~ _ o .. ·- ft' o !l!. t.. v V'..) .. • 1 

.., .-. . ·~· lrc ~onera!:ion~ lsa: ~ e - aL1e LJ Ui'ICwlU a so j. i& t'ac+orz' 

. " 

5 .. J.~uoae ibaV~nc deep SCilf'S thdt Will oe SOU£ s ito , in~ , 

s ~ . J'o r these two reasons - - to raise '!Ioney that is badly 

noe~ cd , and Lo protect ourselves nol'l and in Lhe future a;:::ainst 

t:1e I'O. 'IO.[ CS of inflationary pri ce rises, Yle cu:;~;ested that the 

' on ·ress raise there 10 .5 billion dollars . 
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11 9 

-~~~ 't/ ~.a:J::Jt.:.::.e~I "llldc tlt~>11t 
·c "·~ ' on'\ to ch:;{; our oinds, or to anend our esti rnate"0 

~re -

'l'he 

~ct • .. ·t t:1c cps ad ''sallE Com..,itteo could not ncree i n 

1·ir.ci 1 nl •::lth our tLesis does not in nn;r way chO.ntJl the fac t s 
. . (c....cJ o..cHc~r!" ...t a 1r· . ~ ~ ~ Co {Ct >-ll!o.. .._.... h._ 

i~ \.'J~ cueo . f nee fe m?Oy 1'1:.o still must f ight 1 ~ 
. , , . At-...1 J 

.: . .. c •• on . \...._ 

• · .ce "!l. in.; the !'rescntation to Conrrcss , I l1nve been f-
~ •ve talked ~J our soldiers - - lo the "ten who ere .( 

for the ~ost part on 
t . 

th end t r;• in;: tv hold to-ether t!.ci r fa; ~lies until they 

t • ac· , ('e l ,iobs , a.'1:l pick un l'"e bt•.~!:en t~.reaes of t:.elr 

c"n \ 11 j"JH t:to.t if they hod the !'O'•'C r b '>IIBS !. tax bill, 

l 1 .~ · ~ cto., nt l u . ::; billl 1n iivllarr . luld - t'.i nk 

t .c ri ·hl tv .r;.-.•e t~elr fceli. ·t 11 the "lnttet• 

1 
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t . l t -.. ~· ,. 

· - .. ,,.\"!" ,~e- 1 ... ""1,.... _ .. , .,?'''~ . c· .. u~ ..... 1~·. !. ..... r.., ""'o:# ... f 

\' 

Regraded Unclassified



q, • 
121 

I 

•• .. . . 

.. ·;.;.---...,...a-.A---....;;;.,.,---"-'-''-
,_ .... 9 ._.... .. ••. ,.. \ 

IC..~·.., ··~ s ....... .. 

- . . .. ., . o ~ ,.r...,.,,.. ....... -...... 

' "" "" , rr 
I ., ., t 

c ::• 1-·· .. -. ... \.--,. :· ·~~ 

• .~ .. 1·. 4 ~ ,. , .. , , .. ~ 
"" I• t~.o: .. · ,... ,.v,.- . _ ,. ...,, 
~MJ..,_.. ... ~ 

t"''"' -ay .-.~vs ''"' f l~'~'"l"J. 
~ .. ,_ 

T • ..... r • 1 

.. ' " .~ .. · ..... ~ ... t c lee'~" .... 

...... .,.. ... a yeer . I ,, ~•1! ". c ' ~~ .'( .-:· !1 (';...,. • --
.. :e =-~· ' 

,, :."l · re :: ~ ·- ... 
• !" e" e 
~ ~~ 

'l.j ..! 1 .. I ' 
. . - .. - ·~ 

A 
.. -~ ......... 

A -'"" e l es ": 
.. •c 1 - .. -•. 1 • 

J . ' ~ -

Regraded Unclassified



' -.. 

lr,.. .. r x t~ ' \ ( d•tt· onJ) m ' l or 

"' s .. ., .. • ' ?? '9· .• I C" 1 
a 1{~~\ ! >( '! 

~· 
~·, \ ncccs-!. ~1 ... r.;: 

... 1! ~ ' ":"- ;ii!O l c r c !.teo ... ee eJ (. 

. • • it -w 1e 

1 · r 

1~ 

• le 

-~t ' 
.J ' 

--

•• 
...... ~ 
v .. c.lr::ort ~~"~c 

01 ·1 t s~t 'IS ._· ;Ut Cl • 

1 "'? 

r1- 1~::-evl'\n 'le . 

.. ' 
~e l ve on "~'1 

sc~r eod 

f.JV'" -

Ir •.• 

I I Jr C! 11 f e v·e r e e l1wl :lll t~c. , I~ u) U l ' ·e for tuna t e ., , ': 

1'' ' .1 J.oU~re-~ TS:~r th fo:r ;,111 1"" ... , •lU r"C 

Regraded Unclassified



Regraded Unclassified



,. . 
' ,.. .!"I"' 

.. -· 
-.. .... ,_ -"•, ~ ., 4!' 

~ • ;~; -:-:,a:('VO't"•.J;!!; CCC~: ~ 

• 

1 •. :'or ::· • ~. 

1
, . --
:1 ~t ~ ro • c.r 

t"r t" l.ngs I ~o-~r ln ... t"'l(. n~ove b.ll 

Regraded Unclassified



11/29/43 

THIS IS MATERTAL ·.m iCH 

~ECRF.TARY TOOK I'IITH HIM \\liEN HE TES1'I riED BEFORE 

:JE?IATE FINANCE W!MITTEE TODAY ON THE TAX BI LL • 

.. 

Regraded Unclassified



llovombor 26 , 194). 

'!"he ~ecretary 

I am attachinp herer.ith a nemrendun relatinr to 

th• coot of adnilili!trati on of a retail .nl•n tax 8nd the 

eo" t of compliance . 
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rodorel ~ota1l S&loo !~1 Coote of Adminlotratlon and 
T~a71r Compliance 

1. coot of adainiotr ation 

Accord1n& to a Bureau of Internal :!!avenue ootlmah coc:pletod 
1n J'obrua%'7 1943, a 5 to 10 :percent ll'edoral retail oaloo tu vith 
a alnllllA of exe!lptiono (that 11, ox~~~~pt1Jl8 oeod , teod, fort1l1E8r, 
tnol, Mehiae17 and aili t&I7 aachlne17 and ordnance bnt not execptla& 
rood, clothin&, or aodiclneo) would coot abo11t $13.2 aillton to ado-. 
a1>1otor in the first year of operation. Of thio ab~t $13. 9 ail­
lion wo11ld be reqni.red for tho p&,yment of IOIIevh&t 1110re t han 6, 700 
e~loyeeo . !he coot of adminiotration would be Abont 0.3 percent 
nnder a 10 percent tax eotimated to yiel d $6.3 billion, and abont 
o.6 porcont nnder a 5 percent t~x y1 eld1Jl8 $3 . 2 billion. 

n. Tmo,yer coot of CO!!Il!lianco 

Little inforaatlon 11 a"ail&ble on ta>;parero ' oooto or co~~ply-
1c& vith a retail oaloo tu. l:t&ht of the 23 oaloo tax Steteo, 
hovenr, roiaburoo tho retailer by permittio& bt. to rotein uryia& 
porcentacoo of tba tou, ran&ing fro• 2 percent to 5 percent. Thooo 
ellovanceo ohould not be interpreted to roprooont cooto of ta>;payer 
co:o:pliance . !ake, for exa:o:plo, tho case of tvo ooUoro v1 th total 
IUIIlllOl oaloo of $100,000, One m1t:ht melee only tou.ble oaloo, and, 
aoouming a tax of 10 percent and an allowance of 3 percent of tho 
tax , would receive n benefit from the allowance of $300, Tho other 
aiaht mnlce botb t axable pnd nontaxable onl eo and, aeollmilll! an oven 
d1 .. 1o1on between the two clnooeo of oal ea, wonld receive an allow­
ance of ontr $150. Doop1to tbe fact that tho oaloe-tax-compllance 
coeto o! tho latter vould probably be greater than thooe of tho 
to~r, ainee he would h&•• ~o obtai~ reaale or ex~tioD certificate• 
e.nc\ keep hie record.8 in auch ft. 1\&JlDer &I to separate tbl taxable 
and nontaxable a&lea for tax-report1ng purpoae1 , he would reeelYe 
•Dlr on .. b&lt tho allavandL sranted tbe !oroer. 

ll'roaoiU")' De:pan .. at, Dirllion ot Tax Reaearcb 

Ill' 

127 
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TEN PERCENT FEDERAL RETAIL SALES TAX 
(Dollar l iQuru ott In bllllono) 

Cumulallvt 
Tala lt 

$6.3···-------. 

3 . 9-··-1-----~ 
3. 7·-·+------4 

2.6---·.J----~ 

1 .4--+----~ 

Food.·--------- $2.4 

M#dlcfM .-·---· - - O.Z 

C/o/11/ng __________ 1. 1 

TlJJt#d UfldJ I 
#JtC{S#I --- ----- 1. 2 

AHofll#t. _________ 1.4 

rotol yt • fd _____________ $6.3 

* tztllldll tllmDI/ tlmt'JU/1/ of (()Dd tlnd t /DI /1/Itf IUJW 14111/ICI lfl #Xtil#l. 

•-•n 

128 
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- f 

• Cocpariooo or exche texes and postal rateo under preoont 1.,., TTe._ y proposal er<1 Houoe bill (R. R. 36s7) 

Article or servl~e 

1 . Distilled spiri t s 

2 . l!eer 

3· .,lne 
a . Sti ll: 

Under 1~ alcotri 
111-<11~ alooho1 
Over 21;1\ aleol'cl 

't . Sp<U'kli ng 
e. Other 

4 . Cigare t tes 
n. S:.all 
b. Large 

5· Cigars 

Presen t lu 

$6 per gal. (drawback or 
$3. 75 por gal. on non­
beverage alcohol ) 

$7 per l.brrel 

10~ per gal . 
l!o,! per gal. 
$1 . 00 per gal . 
l Op per half pt . 
st! per half p t. 

$3.50 per II 
$S. 4o per II 

I ntended retail : 
;ertee 

Over ~ !lot 
over 

2,~ ~i 
4 ,! 6f 
6 ~ 8 ,! 
8 /. 15 f. 

15 f. 20,! 
20 /. 

Tax 
per 
II 

$ 2 . 5() 

~ - 00 
. 00 

7-00 
10. 00 
15.00 
20 . 00 

treasury pr opooal 

EXCISES 
$10 per gal . (dr nwbnok of 

$7 per gal . on nonbev­
orago aleoho1 ) 

$10 per barrel 

soJ per gal. 
$1 . 00 per gel. 
$2. 00 per gal. 
20,! per half pt . 
l Op per half pt . 

$5. 00 per II 
$12. 00 per II 

Int ended retail: Tax 
prtee : 

Over : Not : per 
II :over : 

3M si2.so 
3M 5 p 1~ . 00 
5 ,! 7 p 11. 00 
7 f. 9 t 17. 00 
9 f. 17 f J C.OO 

17 f. 22 f. j!6· 00 22 ;. .oo 

House bi ll 

:lotlaated additional 
revenue 1/ 

Treai'UJ"Y' Rouse 
nropoaal bi ll 

$9 per gal . (cl!!lrbaot< oJ $ 487.2 y $ 370.1 j} 
$5 per gal. on non-
beverage aleohol) 

$S per 'oarrel 210. 5 

15,! per gal. ) 
60p per gal. ) 
$2.00 per gal. ) 61. 1 
15,! per halt pt. ) 
10,! per half pt. ) 

20. 0 

No increase ~ 371-3 

) 
) 
) 
) I 

) 
) 

No increas e ) 
) 

67. 7 

) 
) 
) 
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Coop&rl~on of excise taxe~ and po110tal rates under present 181! • 

(conUnued - 2) 
'l're&Silry propoaal ond. HO'>se bill (!!.H. 36:;7) 

: :Es tioated ftdd 1t,or.~ 
Art1cl~ or acrviec Present 16.11' 'fraasury propoae.l Rouae bill rt'V"nu~ ~' -: '1-ree..su.ry i-ot.I"O 

:nroll0!3.Pl bill 
EXC!SSS - (con t 1d .) 

~. Chewine , emoking 
to\ acco nnd souff l8p per lb. }~P per l b. Uo 1neraa•o $ ~6.2 

1· Cencrnl adm1an1ons, lt per 10t }p par l<lj! 2~ per lOp ) 
s 163·5 loaaa of boxes or ) 327.0 

toata , etc. 11~ of CMri!C 3<J:' of chnrgc 2<J:' or chllrge ) 

8. Cabnrc ta r:J1, of charge 3~ of charge 3~ of charge 91-3 91.3 

... Club clueo and , . 
l "lt1a.t1on f eea 11~ of charge ~of chnrge ~or chnrge 5· 1 5·1 

1<' . llowllng allen, $10 per alley ~of cl:argc 2lll' of charge ) 27.? 27. 0 
billiard parlora $10 per table $20 por table $20 per table ) 

11. Trancportation of 
poraons 1~ of chnrgo 2r:jf, o f ehorge 1!'/,( e f charge 212. 7 70.9 

12. CO<ru:!Wiicntion a 

"· Toll ocrvice ~ of charge 2r:jf, of chnrge 2~ of charge ) 
b . Tolcgr nph , etc. ) 

( l ) Do~:~eatlc 1~ of chnree 2~ of ch..rge 2~ of chart:• ) 
( 2 ) Intor n3tionol 10'% of cht'.rco l Qi! of cbnrge 1!7,1 of chnr ge ) 31. 5 36·9 

c. Lnttoc.d w1rec , e tc. 1~ of chnrgc w,; of chug• ~ of charge ) 
d . Tllre ru>d equi p- ) 

rtt.cn t aorv1eea 5'1> of charco 1:o 1ncr enco 71. or chart!<> ) 

l.~ . t..•~ \.olorhone 
a.orvleo lCS of el'.or~;c l5jl o~ eh=go 1~ or elvtrGO 118. 9 ~IS. !J 
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Ccpar1uoa of ex<lse t.oxe• lllld poa\41 rnto a undbr pMoerrt l,., Tron....,. propoaal Md Rwse oill (H.R. 3687) 
, .. ,ti-- 3) 

ArUele or aerrl.., 

14. Jowelr)' 

15. Pur nod 1\lr-t rimmed 
ar U cloa 

16. Luu"«'<, handba&s , 
wallet a, et c .. 

17. Tollot preparations 

18. Elec tric 11~11\ WJ.bs 
• and tu\.eo 

19. Soft drinko 

20 . Cnn~ nnd cho\Ting 
cum 

Present l""' 

1~ of r et ni 1 prico 

1~ of rctnil p r i co 

l oj! of mfr s . ealoo 
price on 1~e only 

l oj! of r e t..J1 pr ice 

TrellG'tl!7 propooal 

EXCISES - (cont•d.) 
3~ of r ct nil prico 

2~ of r o t nil price 

2~ t>f rct n11 price 

2~ of retail price 

l Eot i aated additi onal 
reTenue 1/ 

""" •• \> 111 

~ of r o to.n price $ 167. 3 
(oxc"'P ta ailvol'-plated 

flBtwure) 

2~ of rot~il price ')4 .8 

251 of r e t ni1 prico 53.4 

251 of rotnil pr ice 51.4 

Fouee 
Ull 

$ 81. 9 

')4 . 8 

53·11 

51.11 

~ of afrs . eoloa price No increcoe 2<J' of afro. aolea price 20.0 

llono 

Nona 

Bot tled dr1n.1cs, 1~ pc.r oach 
5~ of in tended r e t nil pr i co; 
t he equivalent taxes of $1 
por gol. on sirup nnd 25~ 
por l b . on carbonic acid gna 
u sod 1n unbott led soft drink u 

Articles int ended to r e tni 1 
fro~ 5P to 15~ por bnr or 
pncko~o . 1~ per ench 5P of 
i ntended re tai l price : o thor 
1 tcmo , t ho equ! va1cn t t nx of 
}~ of ctr s . a~OB pr lco 

!lone 

None 190.0 

J 
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C?~J · .·tcon of excise taxes and pcatoJ. rat.ea under present 1...-ur , Treasury oropoa.ol r.nd Rouse bill {H.R. 36e7) 

(cont1Due4 - 4) 

Article or service Present lmr 'l're~.sury p ropose! 

EXCISES - (Concluded) 
21 . rr.rl-11\1 tu.el wo.ger 1ng None Nooc 

22. Tranaport~tion of 3:' of ch•.rr,o ( 4~ por Ropcal 
property short t on on eon1) 

.Add1 tiona1 revenue free cxeisOG 

l'OS'l'AL RATES ... J'iret ele.ss - loce.l 2/; per oz. No ehe.nge 

b. A11'1>e.11 6/; per oz. llo ebenge 

c. Th1rcl clllso 1/. and 1# por 2 oz. UCI dt.:m.ge 

d . Four tb claao Various llo chcnf;<l 

o . Ro£1atorod mail 15/; to $1 per ortic1o llo ch<>nge 

f . In•u.red mG11 5P to 35~ per nrt1c1o Nl chMge 

g. o.O.D. mil 12~ to 45,1 per cr t1cle No ch<>nge 

h. lAonoy orders 61 to 22p ~•r art~ NochMgo 

Addt tlonnl rovonuc f rom post al rntoe 

A4dltiono1 rovonuo f rom exc1•c tnxee nnd ~oatnl re tes 

':r , ... ur.· Dopt:.r\.!)cnt.. Dlvial.on of Ttut Ro&eareh 
Yo:. · r.o\.<'• c.ontln,.ed on 1'ol.lcn1nc ~o. 

lll>u •• \-111 

EstiDPted e4d1t1onol 
n"Yermo 1 

--:'!'reo-a·,;;;--~ 
propoatll bill 

~ of MIOun t wl'gcred 

No chnngo 

3/; por o•. 
8~ per ••· 

2p and ·3P oar 2 o• . 

$ -170.3 

~ or prooont 1o~ r p.te or 
lp, ~h1chover is graater 

2Cp to $l.J5 por ort1clo 

l Op to 70/. por nrti c1e ) 
) 

24p to 90p por Ar t icle ) 

l Op to 37P por nrt 1cle 

$2 , 511. 1 

November z6. 19~3 

$ 29· 1 

$1 , 194.8 

i 56.6 

10.4 

n.s 

12. 1 

21 .9 

$ 18}.8 

$}.}18.6 
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Coapr3laon of excise taxes end poa~ ra~ea under present 1~, Treaoury propoa~ and House ~Ill (H.R. 3687) 
(concluded) 

133 

y l!atic r.ted ch~ in budget posl Uon of the Ullited Stntes for n full 1enr of oper ation at levels of lnco1110 for tho 
calendar year 1944. 

gf. Eat loated additional net r evenue yield n!tcr allo~ance for Increased drn=bnck on nonbevernge alcohol of $12. 6 a1111cn. lf !atl~otod additional net revenue yield n!t cr allo~ance for incrensed dronback on nonbovor~e alcohol of $ 4.9 million. 
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'NnT Expend it urea , includinf( government coroorations 

1943 (mi l lions ) 

J anuary $ 6, 285 

~'ebruary 5,984 

!Ja.rch 7 ,094 

April 7, 244 , .. 
!Jay . 7 ,364 

June 7,775 

July 6,743 

AUR\1St 7 .537 

September 7, l !S9 

Oct ober • 7, 214 

Total 70, 429 
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1111¥ 1)1,1 t o O.tt ~~~ 
All Sor 1aa\ 

redr.~ott\ana 
SalOl MOunt o f nondt 1'('t,lt. t,JtlOI' I r~rc•nt 01' 

( In "11110111 ('U\.11. tJl.-1.1.nc:• ( ,. "11110'10 \nO'abt 
~~ .!!.-~0))!!.!>. (In "1ll1ont •• •.~ .d.ol.l.• •• •l. ~-~ .. t.*!'..-1_1_~ 

---~~-~~1}.'~~>-. 

19hl 
If>¥ c 318·8 ~ J,.ooo.t ~ IL., o.~J.: 

..... 314.5 4. ~u .. o 11 .:t 0 .;.4 

July ~lj;l.l 4,<>11). 4 tc.o 0 .39 

AU£Utt il\>5.6 4,9Q7.8 \2.y o.a, 
septOIIlbor 232 ·3 5,131.8 14.4 0 , 2(1 

Ootober 2'/0 .7 5. 394.0 13·7 0 . 25 

)fovu.ber 233· 5 !;;,619 ·7 12.0 0.23 

oecmbotr 520.6 6,1}9. 7 1~.3 1.2'/ 

H42 
Jt,DUaJ'1 1,0C>Cl.5 7 ,1':16· 3 15.4 

~bNity 703· 2 7.&J3·4 15.8 0 .2(1 

.... all 557 ·9 8 , 435·9 22.0 ' .2<. 

A,pTll 5)0·5 &,?51.0 21.J 0.21~ 

•or 634-4 9. %1-0 22.1 v .23 

Jim• G33·9 10, 1C:J. 2 :!2.J o.Z! 

July 900·9 11 ,077 0 ~- ~ o.z~ 

AU&Ui t 734· 3· · 11 , 7$1 . 2 )2. ?. o.:a 
s eptt.mbtr 0)0 .2 l2,/J7,) ,0 ~4-~ ~'-:!? 

Ootober 0\1..4 13,3(\0.0 1.0 .1 o.)O 

Jfo•e.=u n1 .. 5 llo,076 .9 43 ·2 0 .31 

l)t:Cimbtr I ,014.2 15,01$).8 5 /,.7 o.~ 

H"' J lltl\l•ty 1,240. 4 }(),~.1 L}.O o.~ 

P'tbrvuy 007 .2 17,0ti7o5 7~-4 o.15 

Ytrch 9lob-3 17,090· 7 l ;i\ .2 0·73 

J.JJrll 1. 469.7 19, 267.0 102.0 0. 5~ 

" I )' 1,};5.0 ?.0 ,507 ·4 \11),.0 0 -51 

,tune 075 ·5 21 , 2'";6 .2 1/) . 1 o.u 
,1\11)' ~C?· 1 ~.o;o. 2 ~~ .2 o.6; 

A.U,Uit 001.7 22,CJ;, .5 l !i2o0 o.h 

Stptonbtl" 1 ,~2b.6 2L, L7C .4 1% ·} o ..... ;; 

Ootober 1. 708 .2 2G,.()5u. O li,Z.7 u .55 

, • • R-15 
P~tlon•l ~·•••roh ~•ot1on 
t' .. r Pln..no• at~don 

•l hh rcp,..1t11ta th• r Ktnpt1on 'l'flluo 01• bo%!da outat.•l..-l~. t·r• n~ t\c ,.,,: rtr• ene~: 
1a0nth 

.. I :oolucUnt; 1})7-005-000 ad..1ustnent ibr l a.to nall l'u:'Ortl. Regraded Unclassified



The A~taehod t abl eo ohow rede~~!ono of r11 oor!oo or United Stnteo 

srv•OG• !ondo r nd r •domptlone of Serleo ~. 7 and 0 !ondo through th• 3let of 

October 19·~'3 . 

(1) United S~•t•e S.vlngo ! ondo (oo-crllcd ·~ob~ !ondo• ) S•rl•• A. ~ 
c t AA D vt re !lro t l lfu~d !:&reb 1, 19;5 , '!!hey vr rc vl~hdr•wn froc •~1• A,prU :0, 
19-a. Cw:ula Uvo ao1ra durin;: tbo a!x-ynr r ~r!od rr..sr•g~tod n!>!'rox1C8to1y $-i 
b! lll ono. 

Rodrcptlono (coot p1ua occrurd lntrrro~) ~hrcugb Oc~obor ' 1 , 191~ 
totc1 $?06 ,1 cllllono , or 1?,6~ o! t otal ••1r o. 

In other wordG, 82, 1~ of tho $) billion• lnvretrd in Sori ce A, 3 , 
C Md D boAAo 1o tUll !nvoot.-d ln t hem, 

(2) 1JnHod St•tos Sevln;:o 3onde (Dc!oneo nnd l'r r) Sor loa J;. :!' And 0 
woro f!rot !oouod on !toy l, l~·a . Slnco thtlt dr to through Oct ober 31 , 19·'\3 
cu.u1ot l vo or l oo totnl ovor $2~,??2 a!11!one . 

tO~f'll 

tinct 

andccptlone (coot ~lue rccrued l nt r r oo t) thro~ October ~1, 1~~1 
$1,-S? mllllono, or 5. &9~ o~cucu1nt!vr or1oo. 

'ihC>rof or t .' 9·~.1~ oJ tho f t!nch l nvrettd in Scrtre ~. :' end. 0 bon.de 
they voro flrot of!or cd !o~ or l o lo otl l l l nvoot r i In t bot• bondo. 

'----
(3) 1Jnltcd Stotco S.vin;:o 3ondo (D.-fen••· rnd "'rr ) Serle. l!, 

cu~rtlvc onlco rcgroc~ tc over $16 b!ll!ono. 

Rodcmptlcne (coot pluo eecrucd !ntcr eot) throush October 11, 19·o1 
totol $1 , 2~.; mllliono or ?,86~ of cuculrtlvc er1oo. 

AI of October ~1. 19·~3 . 
(S, r!oo E) p1rc,d r omr.ln i n t he hrndo 

Pro::~ot.ion,.l RC't orrch SrcUon 
~r r ~1nrnco D1vle1on 

2 .1~~ pt tho $1G bil lion• bondo 
the b1!e . 
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The ::iecretary also look with him 
the l etter to ~ena tor Cverton , which is dated and 
r i l ed Cc t ober ~. 1943, concerning the BRnkhead 
o!ll r o1• pa id advert i s.ing i.n connectl on wl th sale 
or lf . .; . Bonds . 

138 
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How Senate Finance Committee voted on S. 1~7 - A BILL 
To aid in the stabilization program and the war effort 
by paid newspaper advertising in connection with the 
sale of United States bonds, and for other purposes 

George 
Walsh 
Barkley 
Connally 
Bailey 
Clark 
Byrd 
Gerry 
Guffey 
Johnson 
Radcliffe 
Lucas 

~ 
~ 
Yea 
~!.Voting 

rar 
Yea 
Yea 
Yea 
Yea 

LaFollette Not Voting 
Vandenburg Yea 
Davis Not Voting (paired against) 
Lodge ~Voting 
Danaller a 
Taft ~ 
Thomas t!§.U 
Butler ~ 
Millikin Not Voting 
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rlovember 2!1 , 1!143 

Readinr. copy of t he Secretary ' s testimony 

be rore the Senate FinaMe C01lt111i ttee today on t he 

Tax bill . 

140 .I 
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~:hen 1 appeared before the Ways and Means Committee 

of tne House on October 4 to present the Administration's 

suggestions tor increased war taxes, I gave to that 

committee as best I could a picture ot the tinancial 

~osition or the nation and its wartime revenue needs . 

I stated that the fiscal situation required much heavier 

wartime taxation and that it was our opinion that the 

people could pay additional wartime taxes of at least 

$10 .5 billion. The Ways and Means committee and the 

House reached a di fferent result and approved a bill 

increasing revenues by only $2 billion . In view or 

this wide difference on a matter so important to the 

present and ruture welfare of this nation, we have 

carefully reviewed the tiscal situation . I am appearing 

before you today to present our conclusions . 

141 
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The outstanding tact in our financial picture 1s 

the stupendous bill whi ch thi s war will leave behind . 

on that point there can be no quibbling . We are 

accuffiulating debt at the rate or over $150 mi lli on 

a day . Last month (October , 194}) the Federal Government 

spent 55 .6 billion more than it collected in revenue . 

In the fiscal year 1942 the deficit was $21 bi llion, 

in 194} lt was $57 billion, and in 1944 i t is expected 

to be S57 billion aga i n . On the basi s of any estimates 

we can now make , we foresee a publ i c debt at the end or 

the present fiscal year or about $200 billion . on such 

112 

a debt the interest charges alone wlll be close to $4 b1ll1on 

a Year . As the war continues , the debt, the interest , and 

the problems of r epayment will gr ow larger and l arger . 
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In thiS situation if we pay in taxes any less 

than we can now afford to pay, we shall be unfair to -
those who must face the accumulated bill after the war 

haS been !ought and won. Vie shall be doing a 

particularl y great injustice to the men who are fighting 

our batcles on f oreign soil. We snall not only be asi<ing 

the 10, 000, 000 members of the armed forces to give 

the most important years out of their lives to fight 

the war . we shall also be requiring them as a large 

body or future taxpayers to pay in taxes after the war 

what we could and should have paid while they were 

!1ght1ng. 
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I t i s clear that we are not paying all the wartime 

taxes that we can and should pay. We are not now fighting 

an all-out war on the fiscal front. All the esti mates 

o~ national income , by whomever made , bear eloquent 

testimony t o the tact that t he ability or the American 

people t o pay increased taxes is far !rom being exhausted . 

In the fi scal year 1939 in~ividuals had incomes, after 

personal t axes, of $o5 billion. In t he fiscal year 1944, 

1t i s estimated t hat individuals will have incomes or 

$126 bil l i on: arter allowance for all present taxes • 

. 
That i s , after paying taxes, incomes of. people in the 

United States will have almost doubled since 1939· 

Regraded Unclassified



- 5 -

The incomes or the American people are not only 

ampl e to pay much hi~her taxes . The spending power 

or these incomes is so great as to threaten rapid !!lid 

burdensome increases in the cost or l ivl ng . About 

half or American productive effort iS going into 

war equipment and supplies for our armed forces. These 

products are not available for cl v111an consumption. 

Yet our people are bei ng paid for all they produce . 

They thus have far more money to spend than there are 

goods on which to spend it . In the fiscal year 1944 

this surplus of income over goods is expected to 

amount to about $~6 billion after payment of personal 

taxes . 

11!> 
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If tnose who hold this surplus income try to spend 

l t on consumer goods the inevitable result will be 

black markets, ruptured pri ce ceilings , and substantial 

Increases i n the cost or living, followed by tremendous 

pressures tor higher wages and !arm prices, which will 

set !n motion !urther torces in the spiral ot inflation. 

UP to this point spending has been held down and 

we have avoided disastrous price increases . Vie have 

done this through a variety o! measures . Price ceilings 

ano rationing, wage and salary stabilization, and the 

taxes already imposed have all had a restraining errect . 

The campaigns ror the voluntary purchase or War Bonds 

With their emphasis on saving have been a strong 

!n!luence in curbing spending . 

1~6 
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But we cannot expect these contr ol s to hold 

Indefinitely in the face of a continued l arge surplus 

or income over goods and a great accumulation of 

spendable liquid wartime savings . Day a!ter day, the 

continuous pressure or spending power has been 

cracking our price control s a li ttle here and a lit tle 

there and t hreatens to produce a major breakdown . 

we are courting danger i f we do not do all t hat 

is possi ble through the tax mechanism to strengthen 

the foundat i ons or our stabilization pr ogram. 

117 
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I have been tol d that the American people do 

not believe in t he dangers of inflation . I cannot 

believe that is true, but there may be a confusi on of 

meaning. It by in.tlation i s meant a situation wher e 

money becomes wor thless, I agree that the danger now 

is not or that character . It is rather the danger 

or substantial and continuous and, at least in part, 

permanent r i ses i n prices t hat would undermine standards 

ot living, reduce the value or investments and impai r 

the security we seek to achieve through savings and 

insurance . Unfortunately, lack or belle! in the 

danger or inflati on does not r emove that danger . 

• 
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There are few indeed who have !oll~Ned with care the 

developments of the recent past who are not . concerned 

over the possible breakdown o! the stabilization program. 

Higher wartime taxes obviously cannot meet the danger 

alone but they are necessary i! it is to be met . 

I have also been told that some people have a 

defeatist attitude toward our fiscal problem. 

They argue that since the deficit i s so large , the 

Government debt so huge , and the inflationary 

possibilities or surplus income and accumulated private 

savings so great, a rew billion dollars more or less 

l t.9 

~111 not make a gr eat deal or difference and that therefore 

we might as well avoid t he unpopularity or imposing 

additional taxes . 

Regraded Unclassified



• 
- 10 -

I think this would be a poor excuse to give to the 

returning soldier who will be i nterested to know what 

sacrifices we incurred at home to protect his ruture . 

In tact, however, $10 . 5 billion o! additional 

uues would have very important e!!ects on the deficit , 

the debt, and the inflationary pressure . In its direct 

efrects on spenaing, in the renewed assurance it would 

give that the elected and appointed representatives 

or the people take the problems or the public debt 

seriously, and in the sobering influence it would have 

on public understandi ng or the true cost or the war, 

a $10.5 billion increase 1n taxes would be immensely 

benertci al . 

15u 
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Perhaps the most superticially plausible and 

therefore the most insidi ous argument I have recently 

heard i8 that economy in governmental expenditures i8 

a substitute t or higher taxes . Economy is always an 

important objective and a tax bi ll makes i t neither 

more nor less desirable . I am in complete and hearty 

sympathy with any measure that can be adopted to reduce 

governmental costs, t o reduce even war costs so l ong 

as the reductions do not impai r our war ettort . But 

1t we are to tight the war to a speedy conclusi on we 

cannot relax our t1ghting or our production tor war. 

15l 
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That means we cannot s1gn1!1 cantl y relax our spending. 

r am not 1n sympathy wit h any measures or any proposal to 

cut expenditures in any way that will make our total 

product ion anything l ess than an all- out errort . 

At t he time I appeared betora t he Ways and Means 

commtt tee, I said that •wni le it may be possible, 

and I hope it 1s , to cur tail some governmental 

expenditures, even t hat will not lessen our need tor 

getting at this t i me all that the American people can 

possibly give us in additional t axation . • That is 

still my position. 

152 
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The Bureau or the Budget has just released 

estimates that tot al expenditures for the f i scal year 1944 

whi ch ends next June }0 will amount to $98 blll1on 

instead or the $106 billion in the est i mate i s&ued 

last August . I t i s understood that this decrease in 

expenditures represent s a combi nation or changes in 

the v1ar program and a del ay in r eaching t he production 

goal s or some i t ems . Revenues were estimated at 

S41 bill ion instead or $}8 bi l l ion . The over - all 

result or the revi s ion is to reduce the previously 

expect ed deficit ! r om $68 bi l l ion t o S57 bi l l ion for 

the flscal year 1944 . 

l S:i 
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There i s nothing 1n the new budget figures in 

our opinion to warrant reducing our goal below $10 .5 

billion of additional wartime taxes . I! no one had 

or:glnally expect ed more than a $57 billi on de!ici t !or 

the fiscal year 1944, t he amount would appear tremendous, 

which it truly i s . It 1s no less so because it 

represents a reduction front a pr eviously estimated 

nigher figure . $57 billion i s eQual ' to last year 's 

record def icit , and i s almost three times the defi ci t 

ot 1942. 

15-1 
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The budget revisions do not alter the fact 

that we can pay much higher t~xes; they do not in any 

degree affect our moral obligation to meet now all o! 

the costs o! the war that can be met by current taxation; 

and they do not a!!ect in significant degree the 

serious 1nflat1onary aangers that face us tor the 

balance or thi s fiscal year, the succeeding fiscal 

years as long as the war shall last , and in the postwar 

period . OUr tax goal , as I pointed out to the 

'liays and Means Conmittee, was ther-amount that we 

believed could be fairly distributed wi thout undue 

sacrifice and hardship. 
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rrom every point of view i t is a minimum fiscal program 

1n the llght of the defici t , the accumulated debt , and 

the inflationary pressure . 

In view or all these !acts, the House Bill, in 

mY opinion, falls far short even ot an attempt to meet 

our !!seal needs in a realisti c or courageous way . 

Let us bear 1n mind that an essential part or 

fighting a war is paying for i t in the right way at 

tne r16ht time . There is no escape from the costs 

or war . It is a great fallacy to suppose that we can 

tight history' s greatest war to save what we hola most 

dear without financial sacrifi ce . 
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Inevitably we shall experience much greater financial 

sacr!!!ce than we have thus tar . Taxation now, 

151 

during the war , is the easiest way t o make that sacrifice . 

In presenting our national fiscal pr oblem to you , 

I have endeavored to perform t he duty placed on the 

secretary of the Treasury by law and tradi tion. I have 

endeavored to show you as objectively and as clearly 

as I can that a tax program or not less than $10.5 billion 

!s needed to safeguard the financial and economic future 

or thi s country during the war and arter the war . 
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Present: 1!r. Bell 
Jlr . Gaston 
Lfr. Sullivan 
Mr. Paul 
lofr . Thompson 
Mr. Blough 
lo!r • Smi tli 
llr. White 
llr. Surrey 
Kra. Klotr. 
liP. Shaeffer 

November 29, 1943 
5:15 p.m. 

H. l4.JR: Paul, let's hear. 

MR. PAUL: When did you leave? I didn't see you 
when you left. Was it right after? 

H.M.JR: I left when they told me t hat I could go 
home and that they would then cal l on Bel l . 

MR. PAUL: I went on r igh.t after Bell and gave rq 
full statement. They interrupted me. They didn't l ive 
up to the rul e that you are supposed to let a witness 
complete his statement, so I couldn't get through my 
statement t oi s morning, and I went on again t his a.fter­
noon. After the whole statement they asked me a number 
of questions. The attendance was even slimmer t his 
afternoon than thl s morning. 

H.». JR: Slimmer! Why, t he audience was packed this 
morning. 

MR. PAUL: I mean t he att endance of the Collllllittee . 

158 -

They asked me one question about inflation, whether I 
thought we would have explosive intla tion. They went 
around on that . They asked me that question about the 
labor unions, but they put it in sucn a way that I had 
no trouble wi th it. Vandenberg asked it, and said 
would I desi re to make any comment on that. I said we 
had not suggested the provision nor been consulted about it; 
&nd I did not desire to make any comment. So he dropped 
it there. 
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IIR. BLOUG! : You didn ' t say you didn't desire to 
make a comment, as I recall, The impression that I got 
was you indicated you saw no particular reason why you 
should. 

MR. PAUL: He asked me and I said no. Then I said 
we had never - • They didn't ask me any really difficult 
questions. 

Have you anJthing to add, Roy? You were there. It 
is hard, sometimes, when you are· testifying, to remember. 

WR. HLOUGrl : They just weren' t there; and that, I 
think, means a good deal. It uana they have made up 
t heir mind. 

Ilk. BEIJ.: They are not interested in discussing 
ai!J' proposals. 

H.U, JR: I got quite a kick out of this Dow-Jones. 
(Reads from Release of November 29 , 1g43, 4:02p.m. ) 
"Treasury Secretary said he carefully r efrained f rom 
mentioning t he sales tax in his originally prepared 
statement for ~resentation to the Committee. ~e said 
also that he d1d not mention joint returns, oil well 
dePletion, taxation of state and municipal bonds, all 
subjects of revenue- raising which he had favored. These 
and other sub ~eets, he said, could have been brougnt up 
as revenue- ra1sere which were supported by the Treasury.• 

UR. PAUL: That was one of your best answers. 

H." . JR: Were you there? (To SUllivan) 

liR. SUIJ.IVAN: No. 

H.M.JR: I thought you were going up. 

MR. SULllVAN: I was, and then I talked with G&ston 
about having too many. I knew Hannagan would be there. 

UR. PAUL: They are going to be tied up the rest of 
this week on public witnesses. 

H.». JR: The thing which I liked when he.started 
trying to tell me, "Now, you are just an appo1nted 
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officer"--! said, "If you don't 
don ' t think you are hurting me, 
are letting down , " 

do what I r ecommend, 
It is ~he people you 

MR. PAUL: I wondered if they were going to pick it 
up, but they didn ' t, 

H.~ .JR: I thought George was a little more sour than 
I have ever seen him before , 

J.!R . PAUL: I think that ie true , He went after me 
more than anybony else. 

J.!R. C~STON : I think they must have realized they were 
being put on the spot a little bit . 

MR. PAUL: I put in my statsnent all the dirty corporate 
figures that George didn't want to hear even the amount 
of their liquid position as well as thetr earnings . 

H.M. JR: How do you feel now that you have heard me? 

MR. PAUL: I feel that we did everytning we could, 
and that we won't get anything out of it except possibly 
some results on simplification, and I am afra1d not much 
there. 

J.!R . BLOUGH: I sew Jtr , Alvord at noon . He thinks 
the Senate will probably hold toe Victory Tax. 

H.U. JR: Keep it? 

MR. BLOUGH: As in the present law--not the House Bill, 
but the present Victory Tax. He said that appar~ntly the 
taxation o1' tnose nine million people, just the 1dea of 
it, has become so controversial tbat it isn't something 
that you can do on simpLification grounds . That is the 
impression , 

H.U. JR: He usually knows. 

ta. BLOUGH: He is usually pretty cl ose to George . 

MR. PAUL: George told me he was for it. 
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MR. BELL: Any chance of getting any more excise 
taxes? 

~~R. PAUL: No . The chances are we wi ll lose s001e 
ground in the Senat~ in my ·opinion, because all of the 
reli ef people are in there noYI for the rest o1' this week 
and we have beard a?out this and that relief provision ' 
that they must get 1n . They asked me about the administra­
tion bill, "Is tnere any assurance we will get one next 
year ." ',\e bad better get them in now. '!'he idea was--

H.!.! .JR: Did tney ask you the juestion, "Would 
rather have the bill go over after enutry 1st and get 
eddi tional revenue?" 

UR . PAUL: No, they didn't . 

H.M. JR: I was surprised at Barkley. V.ben I got 
through on this sales tax, he "aio, "I agree with the 
Secretary of the Treasury. " Did you hear him say that? 
He uid, "I am just where he i e. " 

MR. PAUL: He has always been all right on tha t . 

H.IJ.JR: I didn't know. Has anybody been around to 
see you, Fred? 

Et 

lo!R. S\II'lll : V:arner, the United Preas men . He hadn't 
been at tne bearing, but be bas been hearing reverbera~ion~ 
around. He said he thinks tnat you did very well cons1der1ng 
that everybody knew you weren't going to get anywhere, 
anyhow, that you put up a good front and were .going to ~ome 
out all rigbt. I don't know what kind of a w1tness be 1s. 

MR. SURHEY : That is whet that fellow said that went 
up in the elevator with us, that other reporter . Do you 
kno~ nia name? He is with Unitdd States News . 

MR. I'AUL : Oh, Helm said you did a fine job. 

1~8 . KLOTZ: He is a tough baby, too. 
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MK. ~URHEY : He. said they had to admire you for put ting 
up the battle you did. 

li .M. JR : Well, the P.M. reporter , one of three or 
four that talked--got upliiiQ talked to me when I left--

L:R. GAS~ON : Robertson. 

H.L:. JR: lie said "Good. " 

MK. SMITH: The last crack you left thocn with Look 
toe ne~spaper men . That ~as made to order. 

MR. hAAS : It is still a hell of a big debt. 

h .~ . JR : A hell of a lot of money in anybony's country. 

Y.R. PAUL: "Hell of a big def icit, " you aaia, and that 
ia on the ticker . 

ll.l!. JR: That shows how fiiY mind - go ahead, Charlie. 

l!R. SHAI-:FFER: Three newspapermen have been in and 
saio the same thing t hat Vlarner told Mr. Smith, substant ially. 
They think it was the most unpleasant proposal that was 
ever brought up ther~ . They kne~ it was coming, and you 
must have known it too, and you bad courage enough t o go up 
and present it in the manner you did. 1ney admire you very 
much. 

H.l.: . JR: 'lhey seemed to like it. There 11ere no sour 
notes . 

MR. SHAEFFER: Oh, no . 

H.W. JR: Now Charl ie bas taken over for Chick. ~ do~ • t 
know what all the rul es and regulations are, but I th1nk 1 t 
is a good thing to dust than off once a year, ~nd I_ have 
to speak to everybo~ in the room f or oooperat1on w1th 
Charlie Shaeffer . Tne spirit of the regulations - I haven't 
seen them i n a long t ime . 

Regraded Unclassified



• 

- 0 -

lH. T~~PSal : I looked tham over Leday. I think 
they are pretty adequate and compl ete, t hat everytning 
must flow through t hat office, 

H.M. JR: I must speak to everybody and tell them that 
Charl l e bas taken on this jo b and needs full cooperation . 
'lne idea is the t if people want to see these newspapermen 
and WOOlen, let Charlie know so he knows what is going on 
and he lsn' t caue;h t off base; and I aay fran my Ol\'ll personal 
experience tha t 1f you keep the press r oom informed they 
can be helpful to you . So if everyboay isn' t familiar with 
tne rules and regul at ions, you (Thompson) might circulate 
tnem once more. But Charlie nas earned this job, and he 
can onl; do a good j ob if everybody cooperates with him. 
So I u~e everyoody--

L:R. PA:JL: How abou t t he t oifer you made last week? 

H.IJ. JR : Offer? 

1!11. PAUL: I won't bring it up, but you said everybody 
could get a runk tonight at your expense . 

!.IR. GAS'JON : Yes, you did, 

H.!I. JR: O. K. That still bolas good. 

J.:R. PAt'L: I have to go t o &nether party . 

H.!J. JR: That is e ll right . Everybody can get arunk 
at QY expense as lon6 as I don 't have to supply the l iquor . 

lC ~ 

MR. BLOUrn1 : That is the way you said it, t r. Secretary, 
"I wi ll supply the liquor , " 

H.M.JR: All right . 

MR. PAUL: We won't hold you to it , 

l..'R. GASTON : This happens to be the night I don't 
want to get drunk . (Laughter) 
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H.J! . Jlt: I will stick by i t , 

Well, fo r those 
effort i s all r ight . 
helped me. 

who assisted me, I think the canbined 
I am very proud of the group that 

J.:R . WHITE: That was a nice letter that Dean Acheson 
sent, 1\'aSD ' t it? 

1C4 

H.M. J lt: It was so nice I 11as suspicious : ~hen I saw 
it, I said, "My God, Dean Acheson wrote a letter canplimenting 
us. Oh, mill< and noney !" \',hat was nis name? ,. 

llR. \',ttin:: Harold Glasser, 

H.M. Jlt: Vihen I read it, I said, ''l.:y God, Glasser 
must have cut Herbert Lehman's throat to get a letter like 
tha t out of Dean Acheson . " 

MR. I'.UITE: I will find out . lLe.ughter) 

H.M. JR: Incidentally, I only heard rive minutes the 
other night because one of my chil dren phoned me . Leon 
Henderson was on at six forty-five, which i s the new hour. 
He was awfully good. 

MR. PAUL: I sent for the manuscript . 

J.;R , f,HITE: He also said something there that we .,.ant 
to check up on . 

MR. SHAEFFER: There will be two copi es in tomorrow 
morning's mail. They had to make th«n up in Henderson's 
office . 

H.1!. JR: He wasn ' t complimenting the Treasury. He 
knew - he quoted t he copy that--

1\R. Wl! I1E: 'fhat is what I wan ted to see it f or, to 
get the exact words because I thi nk on the basis of that -
I was wondering whether you wouldn ' t think i t is appropriate 
for somebody to ask the ~bite House or the A~Y whether 
such an order exists . 
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H.M.JR: After what I asked Yr. Stimson this morning 
I think I wi ll rest a day or so, Did you see what I asked 
him? 

MK. VI!HTE: hs. 

H.M.JR: So I think I will wait a day. I don ' t think 
I will ask them two i n a week, unleaa you want to call them 
up ana ask them. You could wai t a day, too, 

I!R. iil!I1E: We will wait a 'll"llile , 

H.W.JR: I feel all r ight . I just feel , gentlemen, 
that I , a a the spokesman for the Treuury and Paul following 
me did everything that we possibly could do to get the t en 
and a half. I don't see what other tnings we could possibly 
do, I will go home with a very nice feeling. 

MR. PAUL: I think you should. 

H.M. JR: I feel that you and I did everything wi th the 
esaiatanoe that people gave us that we could do, I don 't 
expect anything. If I do--l have grown up; I don't believe 
in Santa Claus any more; but if Santa Claus shoul d come 
around and give us about half a billi on dollars or something 
it would be very nice. 

I!R. PAUL: I would suggest that some of the people 
who nad some of the heaviest ~ork on this, not particularly 
including myself, take it a little easy l'or a couple of 
day e. 

~. BLOUGh: I have sent some 01 our boys home. 

H.M.JR: I think that Blough and Surrey should, 

MR. SURREY : we will be knee-deep in lobbyists tomorrow 
morning. 

H.M. JR: Well, 

MR. SUlliVAN : 
morning, isn't it? 

anyway, I don' t know--

It is a lot different from yesterday 
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MR. SMI TH : B,y the way, speaking of comment !rom the 
gallery over here, did you notice tbat ~e got about 
seventy-five tons of stuff for the war drive coming over 
on the John L. Sullivan. 

Affi . SULLIVAN : Then it will get here all right . Wha t 
is t ho matter? 

H.1!. JR: Could White and Smith stay behind one minute. 

1C6 
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'"' .. 1. 
!Ill lttl't tal'f 

1 •• '" Qaa)le late ""'' attenooa &114 let 

111a rea4 rq w.a aat .. at, 1111111l ae Uk" .,,.., •*· I .a• 

111tl4 bla w aereheld' •• 1t 1Uoqll war loau ft1a ae 1&14 

lie wolll4 'be 4ell&tlte4 w .. "~~-••• 1t wUl. 'be laelptal. 1 

11• ....,11ae4 te JaU ._,a. eaoa14 eoanlt na ,.. aa4 

Ulat 11 .ae PllJ'POII ot tail ,_,_.4aa, Jatt W 'be IVe 

Ulat Ill loOII .... &1'1 UH ap. F, ../,..1 
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'!'be Secretary 

so~etime Tueeday will you ebow me the memorandum which 

bee to do with people in the 'l'reaeury bGYing somebody troa 

~Jblio Relatione preeent when they aee newapaper men an4 set 

together with Norman Thompson on wbataYer regulation• I htYe 

put out in connection with our oontaot wah the Pre••. I 

would li ~e to reYiew it with you in Yiew or the tact that 

Shaetter ia now takins oYer. ., -

1£8 
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llr. Charloo P. &1\ .. ttor, 
In!oi'IIAtion 8pM1&lloo\1 

Ort1co ot tho ... nt.a17, 

Dolr llr. Bllooftor• 

NOV i! .j 1943 

l Oll are borobf &ln 1CI"'tocl Oiroctor ot PubU o 

All authorU7, tlmciUOilo, """ dllt1N boroo\oton 

vooo\o&l 1n """ dincte&l br ••· lelnoan& an borobf 

trnnotorn&l &114 cloleptocl t o JOU u Oirootor of 

Publio leloUou. 
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Joy .. ber 291 1943. 

o .. r Joe: 

I aa IOPPf to aee 70u retire fro. 1our po1t ae 
Aaalat1nt Chief of the Seeret Ser•ice, although I 
reoognlae that after nearly fort7•fiTe 7ear1 of the 
moet oompletel7 lo7al ana brillitat 1erYioe 70u are 
rlohly enti tled to the reat that r ou now plan to take. 

Your r .. ora bold .. -.n1 laportant in .. Uga· 
t lona carried through with aeal, dl1oretlon and high 
abllitr, but I know 10u take the great e1t 1atiefaotion 
troa the fact that 10ur Ti&ilanoe hal proteet.a aeYea 
Pl'ui4enta of the Ualte4 Stat .. boa hera u a thu1 ha1 
ahe4 &re&t glor1 on the SerYloe. 

to .. a 1trlklD& feature of 7our loag career of 
oonaol1ntloua lePYlee to rour oountPT hal been the 
104eat ana aelf•effaeluc aaADer in wbieh TOll ha~e gone 
&bout TOUP auu .. , 10 that TOUP reward hal not been ia 
&aT publlo aoterletr or aoolala, but in the laner 1at· 
hfaetloa of knnillC that 1C!UP writ haa bean well u4 
tait~llT perfor.tt. 

It 11 ., Mneat hope that free4CIIl and lehure 
will lapron JOUP h .. lth md ~in IOU Mll11earl Of 
pleuut lhiJic. 

lfJo, Jo11pli l. ~ 
!tahtan\ Chief 

...retar1 of the !reaellPT• 

Oait.a Statea 111ret lepyloe 

, 
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November 29, 1943 

Dear John: 

Yaur prompt and aoat effective reply 

to Repreaent ative Fiah ' a unWirranted and 

uninformed at tack on ae in conneotion wi th 

the debate in the Houae on the tax bill 

l ut \?edneada7 haa been brought to rq at­

tention . 

Please accept rq peraonal thanka tor 

~our kind aotion in rq behalf . 

Sincerel7, 

!II~.C) leur 

Hon . John w. WoCo~ck, 
llauu ot Repr11ente. tivea. 
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TREASURY DEPARTMENT 

INTER OFFiC E COM M U N ICATION 
CCl:'! DE::TIJ:.L 

oAn::ov. 2" ' 191; 3 
10 

!!r. Hnaa ' 

Jccrete.r:P,' ~ ·ent hau 

T'te Bus1 esA 51 t unt1on , 
·.teol( oncU ne !!ovember 27, 191~3 . 

;uhJoct : 

SUI!L1lD.r y 

• ··· t•i 1 ~reduction : An encourn.:;incr o;n1n in mun1 t 1ons out'>ut 
~t·e " n offcet l o sses 1n cou1 output in Oct ober , and the F'!Ul 
' •·t te' index of 1ndust r1:>1 production for the aonth rose 

cl1~!:tll to 245 f r oa> 21'4 1n September. A 5 percent ri ee ! n 
•• • ·.;:>::: index or aunl t i ons )>rot'uct1on durin:; the no nth to 
I'· ( ·ove:nber 1941• 100) Has fenturod by o. 9 !'crcent rise in 
• 1 ' cr' ~c roduct1on . l:one.urab1e goodr out put 1n the a -.;recc.te 
C ... ee. little ch:•nr;e i n Oc t ober . -

:.s: o~ Uv1n~ : 1/lth the BLS cost- or- 11v1n ·' index r l sln<; o.• .,Pr­
ron t I n Oo oi..er fo11ou1nr; n oom,'XU't.b1" rloe ln the pr eceC.ini:; 
'"~nth 1 :nore t hnn one- half of the oubo1ciy-!nduoed <.ecline of 
t'•• 1nClex durin(; J une , J uly , nnd Auc.'\tSt baa been reguiued. 
':'';c index 10 no~< 4 .5 percent abovo thr. t of ~. yeE· r nco end 1s 

. 2 pot•cont above the pt•e-tl~.r l evel or J une 1939 . 

Co ',, 1 t;t pt•1ceo : Deepi te not1cel'.blc decli nE"& around the oiddle 
~ ' 1. .. € t:eett , co:ru:todi ty prices shol:~d little nPt cht n·-e for 
···~ : e '· . Tile BLS inCex or 2S b.:: ::1o col~1lod1til's '" s s l !.::;J1tly 
'11, ·' r . In t he uce:~ ended !:o'lmJber 20 the flll- coru.todl. ty i ndex 

. )':" :lut of 1 ts ncr-row rt•n'·e of the paot four aont!:ls , 
· cl1~.1'1, 0 . 2 percent to the lo~:eat level o1nce 1.-ot :'elor u.::.rj' . 
~,: r •:·ice s for l i ves toe': , poultr~· una c.:::c l rr .-el;· accour.ted 
~ ;• .~,,. d@cl1ne in t h :!.s i ndex. 

-e- 11 tr·a'e : Thi s year ' s ::hrl ct rnc.r tr.::<'e no:: '-:>:>carr likely to 
be the !~.r ·est on recor<c 1.1 t h de .,. rtr.rent ot ore s.::-.J.e s 1n the 
•.:ee': cnded-!:ovember 20 r lsin:; 21 ;,erccnt o.ioove :·ecr- errller 
1e·;el• . Totul ret~ 1l s .:: le s 1n 19!• 3 t.re ox?ectPd t o run 10 pel'­
c •rt .' ovo l <l42 1n doll ar vt l ue , v.ooor~l. n,; to o. r•ecent ertinc•te 
o~ the :JepC>r trnent of Comtterae . 

Cor>ol'l tion pt•of1 ts : EE>.rnings r eports or )~? l1• r c_e indust r 1Pl 
co·.1x·r.i es f o1• t he f i r s t 9 month~ or 191>3 ohol·l n r 1•e in "tt 
~: r 1t~ of 11 ')er cen t over the oorrospond1 ncr per1o~ in 19 2 . 

.. • l'tli 1 t.v.y o~ernt1n'" 1 neo •e or Clr."c ;. t•,\1lt·,:....:ls in t he firs t 
3 OJOnth" of 191;.3 tms ~10 per cent o.cove tho correa)ondl~C pe;;i od 
' ~ t "C 1• , ut n decli :-~e 1•hLoh hl's h~~n 1n pt·~p·es3 s . nce .. ny 
t' :-~ tr~s 1 to 111.,e out tl' e ~nln b7 the end or t.1o yec.r • 
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I ndustri a l production at peak level 

eolatered by a furt her r i ee in munitions out put the FRS 
t.djustcd index of indust r i a l production in October ( ~n the 
•·evLeed 1 as1s ) ros e sl1e;ht-ly to a new peak or 245 from 244 
in the p1•ev1ous •non th . (See Char t 1 . ) The ol1[iht e:nin in 
tlte index, hov1ever, Nas due entirely to oensonnl o.djustment 
fACtors. a• actual i ndust r ial out put was unoh. nc;ed from the 
,re'llouc uonth . On the ot her hand, 1 t is r:ratiryi nc; to note 
tJ.ct ~enk J)I'Oduct1on level s ~1ere maintained lnst month desoi t e 
t he loss in coal out put and s t eel produc t i on near the end of 
the ?Cri od as a r esult of t he work s to >,ac;ae in the coal mines . 

•utr>Ut or \lc.l' eoods l1aS J)c.l' ticularl:r encoura.;i ng i n October, 
tH' •he ·,;p~ • s i ndex of ounitions pl'oduct1on ri s1nc to n neu 
~1•!1 nt (,lie; ( november 1941=100) from 619 1n the previous month. 
~he i nJ)ro·teoen t we.a a ttri buted i n part to l essened sh.,rtagee of 
-3ter~r lc '~.\ manpower c.nd fewer interru!'tlono in production as 
e !'ecult or chl' nges in designs. A1rcra rt production rose ? :;>er­
cen: durint: t h e month , .:ith the nu'!lber or planea , roduced renching 
n reco:-d hi_;h of g , )62 n s com!)ared •·i t h 7, 59g in Septe:nber . 
Sh1pbulldi nc nhoi:Pd a gain of 5 percent 1'1 th the ent1mat ed 
•trlue ot ~1orlt do ne in t he month runni ne ••ell above a billion 
dollnrs .' or t he ot her maj or muni tiona grou!)a , output or 
co,Inunlontlons and electr onic equipment , ammuni tion , and gune 
~lso ehowcd an ins >~hile onl y combat and mo tol' vehicles c\ecllned. 

!'ro<\uotion of nondurable goods in the a~:yregate showed 
lit tle chun~e i n October. Out put of mnnutac t Ul•ed foods declined 
~Hchtly les e thun seasonally due in !)art to u ..;nin i n t:hee.t 
flo••r ~>roductlon and unusually hi gh activity in the 10eat pacl<in;:; 
i~duetry . :•e11 peak levels were ut tai neC'. ln t he out;>ut o:: 
1r.:luatr1' 1 chemi ot>.le and rubber J>roducts 1 hlle actil•lty i n t he 
teJ<tile nd lea t her J)roduct s industriec sho>·ed little chan:;e . 

Conversion pr oblems en("t'f,B ir.orenot nr: attention 

Oeapit o the recent advance in munitions output to ne•• peak 
l •vels , i ncreasing concern over conversi on proble:ns i s be i ng 
111 n1fent ed by bus i ness execut i ves , t1n~.noic.l ttrlter s and l abor 
le<.ders . llnny months ago it beclll!le evident thnt t he peak ln 
war ~lun t constructi on hnd bPen paoaed, but more r ecent ly si sna 
ot easi ng me t a l supplie s a nd subs t an t i al out-btcke in f i ni shed 
wr.r croodo output have ao'Jeared . These developments , al ong \li t h 
l'1sin~ peace t alk (il'ow1ng out ot AxiS t' aver s ea nnd pr oJec t ed 
Pnrtinl renumnt i on of pr oduction i n some ci vil1t•n r;oods l i nes , 
hc.ve focused greater a t t ention on th• dioloc~t i'>ns llh1ch >1111 
occur llhen the transition f rom ~<ur-tlme to vee ce- tim~ pr oducti on 
;;Cine (;l'e~ t er moment um. 
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In ald1ti on to the recent improve~"nt i n sup~l1es of 
du.ln'.L:l t nd most nnn- ferrous metrla , r n er eter suppl y 
at tu. tlnn also appears to b e d eveloping 1n the steel industry, 
lthouJt operations l e.at >~eek ttere scheduled to ri ee to 99 .1 ner­

cent or ccpaoi ty . As a result of r.n increase 1n s teel ingot · 
orodu• tion above needs , 9 open hem•th fUl•nnoes ue1•e not 
opel'l' tln[S in the earl y part of last lleelt , 

~on:nent1ng on this s\ tua t i on , t he Iron A;;e last ~1eelt said: 
•!I.e ~~nN·ul reeling wa s that additional furnaces ~·ere liltely to 
b~ olored. Operating under t1~ht Government control , steel 
,r,,·ucerB are unable to pi ck up n~d1 t1onal business fre el y or to 
t:.'·e st o·)s 11h1ch they mi e;ht norn>ally adopt . ~JhJ.le l abo" has 
: , ·..;~.! v1..;orous compl ni nts , liashin;::ton is not ~ully Drenared 
~, ~.?e" civilian !;OOds production on a lart e act le , becius e 
c::·~r ~·ctora nre interferi ng with such n sim,le resolving of 
the c, .. plica ted producti on picture . • 

I ncrensed metal suo~lies !or civili~n reoairs 

:'u!•ther reflection of the i mprovement in t he me t nl supply 
si tu. tlon is seen in recent IIP!l lo:~een1ne ot controlled l:!ater1alo 
rertr•ctiona on sup, l1es of al umi num , copper ~nd steel for 
c1v111~n r epHrs tmd oo1ntenance . lnt1le definite l1m1t~.tions 
on"" t e1•Hls u ae ~11J.l r emain in effect , t he menoure is e:<pected 
to rcnult in n noticeable i m!>rovement i n rep~.irs of such scarce 
c1v1lit n croods items as refrieer at oro, r~dioe and vacuum cleaners . 

· .. 111to conPid ernble attention has b · en c ivcn recently to 
1nd1c:tions of impending improv ement in some civili an soods 
li"t' , such tendencies may be easi, :r overe,..phasi~ed, ho>~ever , 
i~ viett of the lone list of items which cont inue in ver;r t i cht 
tu .. -1:•, t.nd t he un:_,red1ctable deaonde ~·hich sudden shifts in 
: !:P mili tnr;r e1 tuvtion cay require. 

Stock prices reflect uncert: 1ntiee 

ZX}ectation of impend1r~ international devel opttents of 
~rent i onortanoe, and ao~rehens1on over di sloc~tione durinb t he 
tl•, na1t1on of industry !rom wa r to peace-tir.te oper a tion, 
con tinued to be reflected in gradually sncgi ns stock prices 
J.urinz the :pe~ t week . I nduetr!Vl , r u1lrord nn~ utili t y stoo~ 
9l'ioec moved steadily lol'ler , a l thoueh the volume of trading ,·me 
not het vy . At t h e ol oee on Sa turday t he Dow-Jones o.ve,.a;:e of 
' ~ rtoc~t a wna down about 2 percen t 1'l'Om a 11celt c~.rlier a nd 
rt )~ nc l' t he lot·t ror t he month . Pr i me 1;ru• st ocks , such as 
•1 ~~r. rt r , 1.nd r l' ilronds , uere under noticenble pressure , but 'e co ot:~ c!ta also declined. Reference to C!u: rt 2 •1.11 d1eol ose 
::- t ••·• :·ovc.>'bPr :leol1ne i n stoc't prlcec h i'.& cm•••ied both l iar 
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..:: • , 01.ct ctocl~B do1m not iceably, nlthou~h r>ence stocks !>.ave 
e!lol:n "t•eater t•cs1attmcc to the aellint.; . 

Cos t of liv1nfi agn1n r ises 

175 

:n11lo 11~:!8 demnnda continue to pi le un und Congress 
~ebl'tco the proposed bc.n on food oubeid1ea', ' living costs are 
cre•pln..; u:>wtu•d . The BLS ooet - of- l1vlnc index rose o.4 per­
ceot ln Ootol1er , following a oo:nplU"ahle l'i oe in the nrecedin" 
Jont'L Coneequently , mor e t han one-hnlf of the decline in "' 
the index dur1ns J une , July tend Aue-nst, r esult1nc lnrr;ely from 
tl:e tubridi zed r ollba ck of but ter nnd meet !>rices, has been 
re;;nined. The index now st•.nds 26 . 2 percent above the pr e-
vrr ::lonth of J une 1939 , a nd 1s 23 . 1~ !)ercent above the level or 
..'.>~'' r" 1?1'1 , the bose dat e of the Little St eel 1n.Ge foro~. 
:~· ~it~1e ~teal fornula pero1te a l~ ~ercont r1<e i n 'WUbCS to 
~ ;>ener tc for hi;;her uar-t1::e l1vin(. eJ:penoes. ) 

hl.l c<:~::~po nentc of t !le inde::t e::c•pt rent rose lart co::th . 
(See Cl'nr~ 3. ) Food coste 1·1ere up 0 . 6 percent, due larGely 
to " oct.sonni rise i n e;;..: prices. Under the OPA re,;ulat1ons, 
!.~l.el·er , celllnc; pt•ices of e::;as .:111 decline fi'OO Hoveober g 
until cnrly 1n J!arch. I n the nce;r ec;<·.te tho coot of al l other 
foodo •.mo unchvnc:ed. Cloth1n~ cost o r ose moderately, >11th t !le 
pri ces ot almoot all the t:r r>es of clothinc in the i nciex showine 
so.Jo 1ncrenoe . Further advc.nces ~1ere l'OCi6ter et\ i n house­
fllr~lGh1n:;s , nnd h1!)1er coGt s for rae<Uoal services and laundl'Y 
serv1coc ~:ore noted. 

! r. the f nce of t he t hrent b:· Concreo r to br.n f ood subcid1ec , 
?1·1ce :,..a1n1£trntor Bol.'les 1:ar ned last uee t that an i m:Jed1ate 
' •ercont r1Ge in average rood costs t:ould result f1·o,. the 
;>:oo!11bit1on of subsidies . I tems that 1:ou1d be pr1nc1,al'~· 
r~'ect•~ b' the ~l1m1nr.t1on of f ood subsidies nre: ceat, 
'"" !tcr, cheese , m1llt , dried prunes , c~ nned ve..,.etc'bles, su~e.r 
~ n ~:· beano . 

:leciuctions in citrus fruit .)rlcen cnnounced 

hn 1nd1ca t1on of orocress i n the OPA ,>ro.;t·~.;a to roll bt.clt 
~~·~r~ fl'Ui t nnd veget able r>ricea lo seen i n n recent nn~1ounce­
.ent th~o.t 1•e t u1l oeilinc;a for citrus fruita durlnc; t he current 
Ge~3on w•o to be r educed by 10 to 15 pe r cent na oom1lared >~i t h 
•r1crs ln tho 19t~2-1J.3 season . The llVPI'I\L..O retail cellin:; !ll'iCe 
fo1• or an::;oo 1.:111 be 9 . 5 c ents a pound , ropl'osontlne; a reducti on 
ct 1 . ~ cents a pound from l ast seuRo n. For crc.perruit t he l\vern[;e 
C'1l1n..; 1rico 1:1ll be g cents a pound , l\ reduction ~f 1 c~nt ; and 
~~r lc lone, 13.5 cents , a r educti on of- 1 . 5 c~nta . ..o sub.,1dieo 
1·111 I.e involved 1n the price reducti ons· 
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:l~ll..r :utd cent oa .. 1ti <OWJ mark-u:>c l:ill be eotabllsheC.. t or 

1.•1 lcc~lcro tnd retcllers t o reolaco t !co oercontv..re ncr::- un 
~·thod uoed. 1 ot yenr . The ne:: cethod 1a er.~octed to m·e,·ent 
the PYI'tlliLdl n~ of mart;ine, an<\ :'ill reoult in o;nttller returns 
to tll~ n1ddleme n .. Grol!ers , ho1·1ever , uill rnceive somet:hat 
~1 shcr rrlcoo than last year . A rer;ulntlon l nvolvi nc:; the above 
~rov1c'1ono is r Ppo1•ted in preparation. 

Comr•odity price s sho>~ little cht n ·e 

;)oc;>l•e not i ceable wea<nesa around the r.tid~ le or the ~:ee'< , 
c' od1ty !>r i ceo sho1·•ed little net cht>nt:e lllst wee:<. The BLS 
1 ,!el• o! ~:; b.nsic conmoG.i ties· w.ns slichtly hi c;her . Steers and 
•;;• •on ::ere the onl;r itens to ohow np">rPci: ble "~ice chrn<ces h ~ ~ , 
·t ·~ ·t·~r !>rices riein~ 3 . . :>ercent and cotton prices declining 
:.' ercent . Favorable war eevelopocntr hnve hnd a par t icularly 
.!e:>resr1n:; I ntluence on cotton oriceo, ·. hich nrA no>: at the 
!?' ect j)Oint &ince a year A!;O . However, t:1 t h cotton r>r1ces at 
~nrcl:t :c.tel;r the Government loan r nt c , it ia unlikely that they 
~ill 'ccllne much further . (See Chnrt ~ - ) 

Althout;h \:hent ;Jrices rose nt tl"c becl nnine or t he :;eel: t o 
·•o ~1:heot level in 1g yeer s , profit t~ine lnter ~rove prices 
do11n , c,nd a.t the end of the week they tlero slightly louer t hr.n 1n 
thr prrvioua 11eek. Approval by the Houoc lln;r s o.nd Henna Co:nmittee 
or n l'csol ution auependi nc:; import duti~o on livestock teed for 
90 dct)'S nlso had a. bearish influence on Hhet t !>I'iceo. 1'l'le 
ctl"n \:t\0 tcJton ao o. means of rel1evin~ the teed shor tn::;e >~hi ch 

cont1nuec in oor.~e sections of tl:e country. 

!:o_; :>ricrs remained at t he Govtol'n:llont ouflpol't levels l ast 
> ee~· . inc':i n(; houaea appeared to be handline the heavy hoG 
::&r::et1r..;o wi thout serious d1t!'icult1ee . ':he ·.l!'.\ announced 
: >nt quot a limitations on livestoc:t elau.;hter have b~en susl)ended 
unt!l !'urthor notice in order to f t cil1tnte livestoci: ::l<~':et1n:; 
rr.d slc.u:):ter . 

BreaY~n~ out of the narrow rtn~e ot the ~act f our mo~ths , 
:he Et S nll- cocmodl ty i ndex declined 0 . 2 percent 1n the >~eek 
ended :1ove1aber 20 , and no>r et t nds at the l o1:eet level since .. 
last ?ebru~>ry . At 102 . 6 percent of the 1926 nver a::;e , the inl).eJ: 
1s onl;· 2.!) o~roent above l as t yenr ' & level , althout;h lt ,18 
36.& !)ercent above the pre-wnr month of Aucruo t 1~39 . Lo1.er 
Pf1oeo t or lives tock , poultry, o.nd ec;ge lru•..;ely accounted f or 
t .. :c •leol1no in the index .. 
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'ee1 r t,cnt store s aleo ricin. rc ~1dly 

?l·~l .. bly i n reflection of t he m.oeroull factors tendint; 
:" _u .• ul .. te co7:11er thnn usua l Chri stmr· r ohop::>in,; , department 
e: rP c:lec in .• ovr:nbe: have sho\ln M unusually r np1d rise 
~ .. ~ in t!•r 1:cck ended ,:ovember 20 touoheC. v ncu 'ler •: t or the 
:··e•.l· :1 )fl'c.cn t o.bove the corre epond1nc IIOtll~ in i91~2 . (See 
:: r.rt ; . ) ./h1le earlier e:r.r>ectntiono wore t l•'-'t the trovember 
l'u;•b., 1.ould be l1U'.;ely at t he expen se of the usually heavy 
,eccr Lrr volwoe , some retailers a re no11 t•roort~d t o be of 
t'•C • inion t~.nt :lecomber trade nleo 1:ill be hcnv:r if 
, ····1c1~ .. t :Jlrchor.d1se ca n be pr ocur ed . On tl)e br·si s of 
1·e:en~ tt•cn.lc , Christmas trad e t his yeat• pr omises to be t he 
,:_· e"'t on rcco•·d . 

~ 1 co o~ nll retru.J stor es for t l.e full :reo.r 1$>4 3 o.re nlro 

1-:7 

.. ectt- to cc t n record, accord1n., t o tl:e !le '''.l'tocnt of Co:n .erce, 
~··tc: :·•e•ntly e•tl::tuted the 1943 totc.l c.t :62 .9 bi lli ons. This 
~·:u!. loe t.'-out 10 percent a bove laot )'81U' 1 0 t•ecord flyreo . After 
,.,~. ~ce !or price increEses, the 19~3 totcl is ex~ected to be 
c:nl ou~· tly above 19lf2 levels but nbout 7 perc~nt belo>~ 1941 . 
~'.o rice in the total v{•lue of r etail anlea this yenr hae occurred 
1n t!·o tcco of o. 10 9ercent decline i n dur~ble c;ood s sc.les . All 
_rouns of stores selling nondurable (,'Oods hc.ve ohotrn gD.ine 
el:ce•t rnunc: st a tions , ~1h1le the lnrc;oo t r;c.in& 1n the group 
'.c.ve l·o~n rcoor<led by cloth1ntt storeo, c.n~. etltlnc Lind clr1nl<1ncr 
:?,:C(H'' • 

Cot•porction profits rise i n 1943 

A recent (un?ubl1 shed) ~P2 coopilo.t1on of oarn1nze re9orts 
f • ;5; lo.rze industria~ co!ll!)aniee reveo.lc t l•r.t o._:;reE;ate net 
. "'fits ~or the first 9 oonths of 1943 11ere 11 percent h1V>er 
t' .n c. :·ct.r earlier. Data coverinc earn1n3t re~ults before and 
a~ter tc.::eo l'.re avnllable t or only :?to coo mniet . Theee f1!';\ll'es 
c: ~" t: ~t prof1 ts bef ore taxes in the fir st 9 conths of this yec.r 
\ <l'C 1: !)l'l'CCnt h1cher than 11 yet.l' et.rll et• , >:l'.lle ;>r of i ts aj'ter 
t:u:e. t:ero 13 percent hi (;her . :teservee ror :'edernl tnxes i n both 
:·~cr• !·.mounted t o about 68 percent or net before t nxes . 

:ret r t• ill:vy oper nt1ng i ncome ( ec.rn1nf;e utter t uxes but bef~re 
'1xec. char:.;eo) of Cl:.as I r e.ilroads in the firot 9 months of 19 3 
1:r.e at•out 10 percent abov e the 1911-2 levol . Uo1·:ever , .-eferenoe to 
:~r.rt 6 1:111 show that since last l!ay net r t.11>1cy oper at1n& income 
ltr.o loren runni n" under :rear-eorl1 er levels, 111 th the result thnt 
r.•t ~'f1lt'£>Y operatinG i ncome for 1943 s oemo l1kely to be less, t han 
l. 15~~ dcopite the gains shown in t he first 5 mo nths of the year . 
:.a a result or the gre~t exoansion in trc.ruc, r c.ilroad oJ)ere.t ins 
Nv•r.•1co in· the first 9 montho of 1911-3 were 26 percent hi [;her t ho.n 
~~ 1>!:_ , lut 0 21 uercent r1Ee in opero.tin ~ expenses and a 67 per­
ce::t r1oe i n t •ve·· cut the -cin in net rai lliC.Y o:>eratin~; i ncome to 
...... ~ . 1"' - ... ~ •·• .' ' ;>ercent . 
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llol'elllber 29, 1949 

''1 dear Genoral George: 

Tl.e 11111p you sent me ahowinc t.h• route of 
~ eichteen- thouaand mile trip ia certainly 
aprreciated, I will ~oep i t ae a me~ento of one 
of the moet interesting tripe I haYe el'er taken. 
I ln po you will t !iank the peraonnel of the Air 
Transport Comft&nd for preparinc it . 

I have already written General ~rahall to 
tell him of the f ino aervlce I recolvod at the 
hands of the A.T.C. throuchout the trip. I felt 
that t~ o cre11 wac ve l"/ able, c.nd l'la~ interested 
in what we wert doing and made nary effort to 
l ooh aut for the safet;r and rtelf&.re of rilY party, 

I should like to thank you at,aln for all 
you did for me in connection with the trip. 

~incerely your~, 

(....., II. 11eim1._, h . 

!!. I.. George! !la jor General, 
USA, Conand ng, 
Air Transport Command, 
War Department, 
";nsbinr,bn , !l. c. 

·-" ....... <f~ 

1€4 ~ 
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WAR DEPARTMENT 
AI\NY AIR p-QftCU 

(OMMAI'Iot~ GtJfntAL. AU. TRUSPO!tT CowW,.Jii'D 

WASHINGTON 

!be Hooorable, 
!be Seoreto.r)' ot the '1'Hu11z7, 
Jaah1llgtca, D. C. 

lle&r l4zo • liore_,t.bua I 

I 

I aa t&ld..Dc the llbert7 ot pres .. UDs to you e cnpb1o 
-toot p:AJr r.c.,t. 18,~ trip b7 &1r to tile tlll1t.ed 
liJ>Cdoa, .Ltrie& &nd other points which, I trwlt., a:, int.srast. 
you. 

'l'hil record • ., prep&Md b7 pere01111el ot the Air Tr&lla­
port. Coae&nd which t.akee pleuure in the teet that aeaben 
of the orcani&&t.i<lll bad a part in the INCOeUt\11 &OOCIIpllib­
-t or your joUl'lle;y. 

;z-·· 
B. L . llm"'&, 
Jajor .;.,enJ., 
C: ..,,DC• 

c \ ' 
185 
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T REASURY DEPARTMENT 

INTEit OJrFICE COMMUNICATION 

OAT.-

.• u I 
~:ove::tber 2~ , 1 ~43 

.,. uld I j1nve a. copy of that ncrnorandu.rn 
~ . ·-t. !L-~ 

f r o:n ... , . , ... eer Hen the• ~ I 

• ' ... 
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mE SE:CRETAJ!! CF 'lliE NAVY 

.. ehi.ngton 

11r. HOIU")' Morgonthau, Jr. 
Secreta.r)' ot the Treo.surJ 
Jaohi.ngton, D. C. 

111 dear !lr. llorgenthaut 

24 llovnber 1943 

In accordance with your request ot yeatorday I am pleaaed 
to for-ward to JOU horowi th a atatomant that eo to forth the beat 
utl.mateo that can now be llade ot erpandituru (eaah witMrenl.a 
tro:. tl!e TreaOurJ) tor tho llovy Deperlaent and tho Na'r.ll !otob­
llalcleDt tor the fiac&l 7""1'• 1944 and 194S. 

lou will note from thie stat...ent that expenditure• hoa 
!laval appropriation• tor the fiscal 76aJ' 1944 are ostiJD&tod at 
$31,42),000,000 and !or the fiecal 7""1' 194S at $)0,093,000,000. 
At this point I th1.nlc I should make clear that rapidly chanaing 
wor cor.ditione bring about corresponding ohanaeo 1.n tho prooure­
_,t ~· ot the llavy whioh ulces it 1apo8s1hle that tl!e eat1-
110tl !or tho tiaeal year 194S be other than an approxiaatlon. I 
th1nk the eatwto for tho tiecal year 1944 11 reasonably oound, 
though the rate ot Ncont 11on~ erpanditures does not indicate 
that the Mount of t.31,42),000,000 shown 1.n tl!e atotemont will be 
roached, 

Your recorda will ahow that tho 1944 llaftl Approprl.at!JlD Act 

lllda cash appropriationo &ftllahle to the !loYal Estobl1ahllent and 
Dop&rtoent ot $27,43S,OOO, OOO tor the tiocal year 1944. '!he eati­
JDated expenditu....o tor the fiscal year 1944 o&Niot d1raetl)' be 
related to thlo tigure bacauoe there was an unexpended belanoo ot 
approxiMately t1s,ooo,ooo,ooo brought torward hom prior tiseal 
years on )0 June 1943. This balance, pluo the 1944 appropriltiona, 
1o available tor exponditu.... 1n this tiacal year, and, 1.n part, 
a .. Uable tor erpanditu.... 1.n later tiacal yeara. 

With reopeot to cut-backa or reduotle01o 1.n proow-.ent and 
construction prograaa, .anT ot which have taken place, it cannot be 
said that eot1Joated a:rpandituroa will 1n the aggregate be matorially 
at! octad tl!ereby becauae ot aupentod or new progrus ouch as, tor 
eDIOple, the sroatly i.noroaoed •1and1ng craft progru. lloreovor 1 only 

a rolathely ai.nor portion ot the ftlue ot cut-backa that haYO been 
etteeted 1.n the prcgreaa to dote would ba renacted 1.n reduced ex­

penditure• durinc the tiacal .,..or 1944. 

187 
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11r. Holll'7 llorgonthau, Jr. - 2 

I am hopetlll that thie. in.toration will ... t1ef7 the purpose 
you have 1n aind, It it doeo not, pleaoe lot •• know and I ohall 
be glad to euppl7 UIT additional in.tol'lll&tiOII 1011 aa;r dooiro, 

S1noorel;r :roura, 

•I l'ralllt 1naz 

188 
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NAVY DEPARI'IIIIIT 

l at inoated Bxpendit ur .. tar l'ieoal Teare 
1944 and 194~ 

(lllllione ot Dollua) 
Bureau l'iecal Jeo.r l'ieeal Yeo.r 

1944 194~ 

Shipe 11,498 8,7S9 
AerOil&utice 6,)06 6,60o 
~ppliee and Account• 4,857 6,2TT 
Orclnulce 4,797 4,386 
Yarde and Docke 1,690 1,690 
llariDe Ccrpe 999 1,232 
Coe.at Ouard 60o 473 
Nt.n.l Perecmne1 sen 497 
llec!ioine t.nd SUrgery u s 125 
All other 54 54 

Total Ht...,. 31,423 30,093 

OW l'UIIDS l.QQl 461 

Orand Total )2,424 )0,5S4 

• 
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0'1ht Hew• SubG.-ittM oo Appropri&t1ooa ccnduot..d bea:rl:ogs 00 

15, 16, &nil 17 IIOYellber 1943 to detal'lline the War Depart..,t'• budge~ 

and tlJWioi&l poai tioD. At the omoluaion ot these hearings, it wae 

190 

publiol:r ennounoed that the War Depo..r1aent lwl alreed:r placed $10, 943, n9,000 

1n the Bureau of the Budget r eeel'ft, &Dd lwl oon .. nt..d to add an additl.onel 

$2,20010001000 to this, IIO.Id.ng a total ot $13,163, 519,000 in the ~au ot 

tho Budget resel'ft . (ot the additional $2,200,ooo,ooo, $1,9QO,ooo,OOO aa 

olreed7 in proollt ot being placed in the Bureau ot the Budget lleeerYe 

b7 the War Dopartloellt . ) 

n>ere ie an understanding between the War Departooent &Dd the Burae.u 

ot the a.d&tt that arq funds which tho lu Dopo.rtMnt pl.aoea in tho Bureau 

ot the Budget rooel"'t'll w1ll be released to the War Depo.rtloent upon showing 

a roasonable cause tor the necessity tor their reloaee • • 

'!he House Subo.-ittae on War Depo.rtaent Appropriations has evidenced 

a deaire to n:ercbe s011e additional control ot the woe ot these tlmds. 

'lht C..Uttte 1a po.rticularl;r intareot..d in being consulted before tlmdo 

are di'rert..s rr .. the wou tor wb1cb ther nre or1c1nall;r approprl.&ted. 

'lhe War Depo.rt.ent hae, therefore, agreed, and tho a..u-n ot the Howoe 

Subcc•tt.toa haa ot'flci&ll:r annCNIICed, that tho War Depo.rt.ent "will not 

seek the reltaae ot funds ot arq •gnitudt, should oubaequont nenta 

.Ue ouch oourae n..,eoaar:r, without contarring with the Subc.-tttte.• 

Regraded Unclassified



191 
- 2 -

Re.torenc• 11 ...So to a etu&l7 -.do by tho 'liar Dopar1z>ent, and 

ror~ to by the Clla1r.n ot tho Bouoo Subc.-ittoo on War Dopart.ent 

Approprutiono, 1D b1a reurke which appear on page 981S ot tho Con­

greaeional Record o! llona~r 18, 1943, which indicated that $13,16),519,000 

o.t tllo tlmda aftilablo to tho aUitory eatobl1oluoont tor ob1igatioD 

during tho tiaC>al year 1944 woW.d not ~ required. 

!be aavingo woro IIOido poaaib1e by tho followin& changoo 1D the 

a1l1 tory oi tua tioo 1 

Reduction 1D aUitory pero<a>el atroagtb tr-aa 

8,248,000, o!tiC>ero and _,, to 7,700,000 

resulting in a&YiDI in p&J, tr&Yal, aubolotonco, 

clotlling and eo forth ot 

Curtailllent ot tho ...-.ont and oqdpaeDt pro­

graaa 

RodUC>tion in tacilltioo, :I.Jieludi"' -inten.nco 

lloditiC>atioo and pooeibla pa,_,.Dt daton:aDt ot 

tile airp1aDo procru 

111ocel.lt.Deoua project• 

Total 

$1,946,039,000 

8,262,759,000 

780,447 ,ooo 

2,086,069,000 

88, 205 ,000 
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11th r espect to the efteot this &IIDOIIDOICI rocluoUon 111 obl1-

p t 1ons would be-.. OD Tr .. 111117 llithdraalo tor the curr111t tiac&l ,....., 

llr. J. Buell S:a,der, Cbetr.n ot the Bou .. Suboomittee on liar Deport.­

.. nt Appropriat1ooa .-de the tollowl.llg raarlce whiob appear on page 96J.6 

ot tho Congrouional Rooord ot llonmber 181 

01fow, what dO theoe redUDtiCIII _.., llr, Cbal.Jwonf tb~ 

.. aD, that unleee 110111 W>toreeeeble aita&UOD ebould eriae all • 
ot the 1) b1111ma-plu 111.11 mort to the Tr .. e....,. m Dext 

Jul7 1, end that our ultiut. debt will be dia1D1obed b)' a 

corresponcliJlc UOUDt, &Dd hence out W ltritl gur t.ht ymt1 

•U1 be to th4 t extent lightened. • 

*'******* 
J/' • It baa po imw'iAtf bnoriw upon the need to raiee addi-

tionel rnenue , but it meana that some dt.:y there will be that 

IIUCb looo debt to be liquidated and , connquent1r, a 1eosar 

._,t ot tone to be paid ultiatllf, 0 (llnderecori.Dg eupplled) 

In oOilMOtion with the t.aediate bearinc that wei:. a reduction 

in obliptioD• aigbt ba'nl upon current tilc&l ,....r witbdrl-.11, it i• 

pertinent to po111t out that the ..,. Deporteent bad been worlc1nc tor acme 

tt.. on the .tua,. ot obligation• and witbdrlalo. llmtbl1 eetwat.• ot 

w1 thdra-.11 turniabocl to the Tr .. llll17 Departaent and to tho a.roau ot 

tho Budget baTe eubatantiallr rerleotocl tho deoreu., 1n aota&l expendi­

ture• tor the tiec&l ,..... 1944 whiob will ruul t trom the door .. ••• 111 

QOIIIIte to be obliptocl. tbo 0 .u.eta• ot withdrawJ.• tor tho current 

f i ecel ,..... ..,baittocl "" Jul11, 194) and Augu.t 1, 1943 wore 60 b11110D 

1 ~2 
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dol.lu•, while thoH ot Septaber 1, Ootober 1 &M IOT•ber 1, 1943 

nro 56 billion dollare. 

'l'bere 11 110 edditionel 1ntonatio11 an.Ueb1e to t1a War De­

pu1aent at thio tt.o which illdicatoo that ito 1ateot oott.oto ot calh 

rithdro-.1• ot 56 b1l11011 dollar• c ould be •tor~ •oditied. 
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To: 
Date --~.l<§lllll.~.r. .. L...JSU3 19 

Secretary Morgentheu 

From: Mr . White 

Infonna ti on 

Appended i s out· compilation of u.s . 
Government expend! turo~ abroad dur1n6 the 
first eight month a of this year . I think 
you will be is t• rea ted in 0 1ancin6 at the 
first pa.,e •hi ch conlains a Sllml:lUry of the 
da th . ,. 

There are , or course, other out- payment 
but on balance the :, are not larbe • 

~e are increaain~ the gold nnd dol l ar 
bnlances or the rest of the world at the 
rate of a li tt le over 2 billion a year . 
Approximately 1/2 or thla 0oes t c U.K. and a 
couple of hundred million to canada . The 
bulk of the remalnder !!Oes to Latin nmer ioan . 

-1untri es. 
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TREASURY DEPARTMENT~~ 
INTEl> O I'FICE COMMUNIC ATION 

OAT& llov . 29, 1943 

TO !Jr, White 

Foow Jolin K1.11tlor 

Subjec~r U. S . Oovoxruoont Expenditures Abroad. 

Attached are a series of tables set ting forth figures , as reported. by 
~he Arrt::/, the R. F .c . and the ~ral Reserve 8&nk ot New York , ot u.s. 
Oo .. 11lllln~ expenditures abroad by principal areas end agencies, Janv.&ry 
t.hroUCh August 1943 . 

EI.1JdJiatlng the known duplicatio tlB between the three aeto of figures, 
c.s. Ooverna~nt expendi turea 1n f oreign countries during t he first eight 
11011t1-.a ot 1943 totalled $1.1 b1111on . 'lhl.a 1a at an annual rate ot $1.7 
b1Wcn. Aa s hown by the table below, over halt the expenditures rade abroad 
during thia period represented net disburaemonta ot tho ll!flll and about halt ot 
the total wure made 1n Sterl.lng Area oountriea . 

Cost ot Commodities Other Transfers 
Not A.zmy Furehased Abroad b7 J.!nde by 

Dieburaements R. F. C. Suboidiarios N.Y.F.R.B. Total 

(In 1111111ons ot dollars) 

Er. ~re (ox, 
76 406 can . & Newt,) • • • 2S3 77 

other Sterling 
14 78 !rea ... •. • •. • • • 44 20 

Clnada & Newfound-
186 337 l.tnd. •• ••••• •••• 92 S9 

French Areas •• • • • 127 s 2 134 
All other coun- m trioa • ..• • ••.•• ....!!£ ~ .....B 

Total , ••• • •• • •• 602 21S 310 1,127 
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SUocar:y l!mm 
u.s. Oove.,.nt Expendi tureo 1n l"breil!ll Countrie 

by Prineipol. Aro<UI s 
January - AU{;USt 1943 

(In milliona ot clol lal.'ll) 

: !lot Amy Dia­
l buraementa as 
1 reported by 

l!orth 
?4.9 

au- 25.6 

......... 9?.9 ........ .7 
.1 

54.0 

- Jlr, flnpire (axel . 
!lewtouncllancl) 25).2 

......... 18.) .......... 12.7 
12.6 

.1 

296.9 

l: ~ O"to ncllancl . 92.1 ................. 
• P. •••••• •••••••• • 

)). 6 

!.a tin AN r1 ea 46.7 
Liberatscl Al'Oaa 
~ch Urica • .•...• 112.6 

fuzk or ••••••••••••••• 14.4 
l ., • •• • •••••••••••• 

B. Inclieo & Java 
- · Incliea (Curacao, 

th Aruba} ••••• 4.5 
o tr •••••.••••• • • 1.1 

: Cost 
1 purchased abroad by 

RFC Subs1<11ar1ee aa 
reported by RFC 

2. 6 
)0 ,2 
U .6 
12.1 

.5 
16. 5 

76.5 

.1 

2.2 
18.0 

96.8 

58.6 
16.1 

6.7 

) .1 
2:1 

24.6 

2.2 
5.1 

1n behal£ of 
othor u.s. 

I Qoyt t , Ag<!nC188 

18.7 
1.5 

.1 
)2,0 
15.7 

.6 
7.9 

76.5 

, ) 
1).4 

9(). 2 

185.9 
8.5 

. ) 
20 .0 

1.8 

196 

117.5 
16. s 
25 .0 

6.7 
8.9 

· lll Colllt riaa.. . 601.9 2.15.3 )09,8 1,127.0 

~CUres in thia col..., have beon adjust ed to el141.nat.o~~4ue~!:.a~, as 1n the 
~ po.)-.te to ..vr Supulies Ltd. and Arlf1 oxpend1Wl'IOT nnll1\?<lll .s. Treasury 

~fJ..~· currency negotiated abroad, both o! which a re 1nelucled i x n gurea sbo..., 1n 
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Ta ble I 
u.s . 0ove1111110nt Expenditures 1n l'breijpl Countries 

Ja.ouaey - A~st 1943 
(Ill millions of doU.rs) 

197 

a Transfers at N.Y.F.R.F. 
: Net Arrltlf Disbursements 1 •• T ,_, o- - u.s. 

Erttish il:lpire (exo1. Canada 
~ Jlew!oundland) 

Lrl.tisi> Isles & No rth Ireland 
£ritish 1)1d1a Burma • •• • •••• 
Ctylon •••••••••• · • ••••••••• • • • 
.lUJtralia • . ••••.•••.• • .•.•.•• 
New ~aland • •• ••• ••••• •.••••• 
lhio" or Soutb Africa ••••••• • 
0'..!» r Er! t.Uh l:lap1 re ••••••••• 

!'ot.al - £rit\ah rApire (axel . 
c.n«ill L .•• .,roundland) ••••• • , 

~~r St.erling .Area 

Egypt, Libya & Tripolitania • • 
Iran and Iraq .• • ••..••....••• 
Iceland ••••••.• •••••••.•• • • •• 
Belgian Congo • ..•• • .••.•.••• • 

Total - Sterl·ns .Aren •• •• •••• • • 

c.nw t. t.croroundland ••••• ••• 
Ch:.na • •••••••• •••••••••••••• • 
u.~ .S.k .................. . .. . 
Non- llrit1ah Latin Americo .. .. 
~ch Libura~ Area3 

French Urica •• •.•••••...•• 
Other •••. •.•.•••. , •• ••. •..• 

!'Ul'ke)' • •••••••• • ••••• •• •• •••• 
•• etharlanda E. Indies & Java. 
n.t.eh Tleat Indies (Curacao 

5 I ill ulinu, Aruba) .......... .. 
othere •.•• ................ 

Total - All Countries ..... . , . .. 

as Reported by Ann.v * 1 Army * ; Government 

?4.9 
25.6 

9?.9 
.? 
.1 

54.0 

253.2 

18.3 
12.? 
12.6 

.1 

296.9 

92.1 
33.6 

46.7 

112.6 
14.4 

4·5 
1.1 

601.9 

1)0.1 
26.0 

91.0 
.? 

2.0 

249.8 

15.0 
16.5 
6.0 

28?.3 

18.2 

5.6 

74.3 
.8 

.1 

386., 

1(//.9 
27 . 5 

.1 
1)0,1 
16.4 

.6 
9.9 

352.5 

16.0 
16.8 
21.6 

.1 

407 .o 

278.1 
42.1 

·3 
43·? 

93·? 
) .6 

12.1 

6.? 

88?.3 

!!"&aury Lepart.tent Division of ~neter:Y Research Kove:llber 16, 1943• 
•he difference l:et'-en t hes e two sets or figures 18 in part accounted for b1 the !act 

U..t • .,.._. J.noy exp&adi tures abroad are fino.nced ey U.s . chacke or U.s . currenc)' and are 
!""'"'into tbia category in t.lle N ,y,F. ~ . &. tabulstion . I n the co.ae of Ca..,.da, tbe 

10nlpancy a?parently represents J.rr1J// '"""""to to . .ar Supplies Ltd . 11h1cb 1n the 
.t.P •.•• a. t.abulation a ppear under transfere Nde to that coQP&I\7• 
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Table II 
Ant¥ Dl.sburae:oents in Forei&n Countries 

Januaey - Aueuat 1943 
(The fi£UreS below are aa reportad by tho An:\Y) 

(In llll.llions o! dollars) 

Br1t1oh &np:l. ro (exe1 , Canada & 
!iClltoundl.and) 

Er1 tish Ia19s < North I roland 
I rltiSh India t< llllma ........ 
Ceylon •• •••••••••••• • •• • ••••• 
AUStralia • • • • • • o , • •, •, • • • • • o • 

! ew t~ta.la.n.d •.•• , ••••••.•••••• 
anon ot South Atr1ea •.• 0 •• •• 

Other British l:Dpire ......... 

l'ot.al - British J;Apl.re (exe1 , 
Ca. D.da £· llet~!OWld.land) • • • •••• 

()th•r J torling Area 

&g;-pt, Ll.bya & Tripolitania .. 
I ran .. I raq ..••..•.•...•. ..• • 
Iceland ..•. •..•••.. . •.•••.••• 
folg1an Congo • .• ••••.•••••••• 

1'otal - Ste rling Area . .••..•••. 

other Countries 

Gross 
: Disbursements 

93·5 
29.4 

115.7 
.8 
.1 

61.3 

300.8 

351.6 

Cmeda . !lowt oundland........ 95 .? 
China .• , • • ,... • • • • . • • • • • • • • • • )4 .0 
U .S.R ••••••••.•••••••••••• • 
I on-British Lcltin America.. .. 49.1 
Pnmch Ll.be rs ted Area 

French Atr1c•··········•••• 146.2 
Other•••••• • •••••••• • •••••• 17 . 4 

TU~•Y•••••••••·····••••••··· 
rethorlanda g . Iild1e.a & Java . 
Dutch .• eot Indios (Curacao, 

SUrinam 1 Aru. ba ) • • ••••• • . . • • • 4 • 7 
All others..... ....... . ... . .. 1 .. 2 

total - All OoWltriee. .. .. • .. • • 699.9 

!/Less than $50,000. 

Tr4uury Departunt, Dl.vision of Loneteey Reoearoh 

CoUoct iono 

18.6 
J ,8 

17.8 
.1 
!I 

7.3 

47.6 

2.0 
1.2 
3.9 
!/ 

54.7 

J ,6 
.4 

2.4 

33·6 
3.0 

.2 

.l 

98.0 

198 

!!at 
Disburooatento 

74.9 
25.6 

97.9 
.7 
.1 

54.0 

253.2 

18.3 
12.7 
12.6 

. l 

296.9 

92.1 
33.6 

46.7 

11.2.6 
14.4 

4.5 
1.1 

601.9 

J/oVOOlber 15, 19 .0• 
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Table na 
Ar:t:l Dl.slolre-.ts in British !lopire Countries 

January - August 1943 
(The t1surea ~w are na repOrecl by the "'=7) 

(DI millions ot dollars) 

: 

199 

; Disbursements ; Collections : Dl.aburse,...,ts 
l'riei•h !lopiro (excl . CmGda & New­

toundlat<l) 

fritith Islu & llorth Ireland •••••• 
rri tieh India " Bunna ............. . 
:eylon •. ••• ••••••• ••• 0 0 0 0 •• 0 • ••• 0 •• 

Australia .• .•. •.•.....•.. .•.••••••• 
.• P ueil1Janc1 •• .................... . . . 
!!lion ot So·-th Africa ............. . 
Qtber Fr1 tiah ~p1re •• ••••••••••••• 

car1N>ean A rea 
fett:Uda • •••••••••.•••••••••••• • 
.. ri tiah GUiana • •....•••......• • 
frinidad. 0 •••••••••••• 0. 0 • 0 0 ••• 

St . wcia (ldndward Islands) .. , 

loorth AJ'rican Area 
Ool d Coast &. Nigeria •..• . .. •• •• 
Eritrea, Aden t. Anglo-Egyptim 

5udan •• . • •• •• 0 0 •• 0 0 0 • • • ••• ••• 

Aecenoion Ielande (St . Helena 
l.: Pep ,) ....••• •••.. . . ... . .. •. 

. .cstem Asia Area 
P!lestine ! Syria ••.••..•....•• 

tacitic Islands 
Fiji ••• . .••..•.• 0 •••••••••••• •• 

Soloaon Ielanda • .• ..•••.......• 
Russell •. .••..•.•.....•.......• · 
&fate ••• ••••••••••.•••••••..•• • 
tapiritu Salto • .•..• ••• •• .•.•• • 
Tonga tabu • •• ••••••••••••••••••• 
Tonsa,reva • •••••••••• • ••••••••• • 
Aitutalci •.• • •• • , , • , ••••••. , ..•. 

l'ot&J. - British l:l!\Pire (excl. C.nada 
and NOl'lfOund.land) • •, • •• , • • • ••• • ,, ,, 

Lese tl'llll ~so,ooo . 

93 .s 
29.4 

us.? 
.8 
.1 

61.) 

8 .0 
.? 

18.9 
,J 

2.0 

9 . ) 
8.8 

.? 
2 .0 
3.8 

.1 

. 2 

.2 

)00. 8 

Dl.viaion of LCiletery P.eeearcb 

18.6 
) .8 

1?.8 
.1 
!I 

? . ) 

.? 
. 2 

1.6 
.1 

1.1 

.1 

.? 
1.) 

.1 

.) 

.? 

~ 
!I 

4? .6 

74·9 
25 .6 

97.9 
.? 
.1 

51. .0 

? .) 
.s 

1?.3 
.2 

1,6 

8.6 
? .5 

.6 
1.7 
) .1 

.1 

.2 

.2 

25) .2 

!IOT8Qber 18, l94), 
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Table n -b 
Ar<III Diaburae-.,ts Outside Cooti.nent&l 1)!1tecl Stat.es 

b)' Principal AHu 
Janus. ry - Augua t 1943 

(The figu.res bolov are as reported by the Ancy) 
(Ih milllone o! dollal"'l) 

Gross t 
: Disbursements : Colloct1one 

!lrlt18h J;lllpil"'l (e.xcl . Canada & 
Nc•!oundland) 

Eri tiSh Isles tot North Ireland 
hrltish India & Burma •••••••• 
Ceylon • • .••••••••....•••••••• 
Australia •. ..••••.... . ....•.• 
New Zea.l.l:ld • •.•••••.••• . ••••• 
tldol. or So1..'th A.Criu . 0 • •••• • 

other Er1 tish !a:llpis .. ........ . 

Totel - Britis h l:llpire (exel . 
ca,...da I· """!oundland) ....... 

Other Starl.1J1g Area 

EQpt, Libya tot Tripolitania . • 
Iran t• It'O.q •••••••••••••••• • • 
IcelAnd •••..••••••• • • ••. •• •. • 
Belgian Congo • . •..•.•• • •• • . •• 

Total - Starl.1J1g Area ......... . 

Otllu Countries 

CAnada & Newtou.nd.l.and • ••••• • • 
China ••• ••••••••••••• •• ••• . •• 
U.S.S.R • •••.••••••••••••••••• 
~on-British Latin Ame rica •• • • 
?renoh Lil>l rated Areas 

French Africa •• ••••• •• •..•• 
other • •• . •••••••••.••••.•.. 

T'u.ritey • • • •• ••• • ••••••••••• • •• 
~. eth•rlands J! , Ind1es C. Java. 
Dutch ;:oat Ind1ee (Curacao, 

Surinam, Aruba) • •.•••• . •• • • 
Othor ,;es t om Hemisphere (incl. 

Kn\'iaii) •• •• •• .•••••• •• • • • • • 
All othor • . . . .. .. .•......•.. . 

'total - All Countries . ... . •. . • • 

'!/ IA!u t han $50,000. 

93· 5 
29 .4 

115.7 
. 8 
.1 

61.3 

)00. 8 

351.6 

95.7 
)4 ,0 

4.7 

68.1 
1.2 

768.0 

18.6 
) , 8 

17 .8 
.1 
y 

7.J 

47 .6 

J .6 
.4 

2.4 

JJ .6 
J.O 

.2 

8.6 
.1 

106.6 

Net 
Disbursemen ta 

97.9 
.7 
.1 

54.0 

25) .2 

18 .3 
12.7 
12.6 

.1 

92 .1 
JJ .6 

46.7 

112. 6 
14.4 

Treuury IApuotment, Divisi on o! ::cnetal'7 Rosearch 
lloveabor 15, 1943• 
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Table In 
u,.; , Oove nuoent Po;y-.t s to Forei sn Countries by 

~rincipe.l Agenci es and Countries 
January - August 194) 

(:he ligures bel or. are baud on transfers "-ndled by tbe f'oreign 
Lcpartolent or the !le w Yot1< Feder al Rloserve liarlc; t hey do not in­

clude peymonts made through the R. F. C. cua tocl,y account to accounts 
hold wit h banks othe r tban the Now Yorlc Federal Resel've llank ) 

(Ih millions o! dolla1~) 

!;crth ............ lJO,l 6 ,0 2.4 1 .8 Z/ .6 
26 ,0 1. 5 !I 

•••• • 0 •• 0 •••••• !I . 1 y .............. 91 .0 5.0 34.0 .1 
0 o 0 0 0 o 0 0 0 I 0 .? 1 .0 1),6 1 .1 

or Sout h Mrico. •• .6 
rrttish t.'1\p1re ••• 2.0 ?.9 

- Brit ish anp1 re 
Co tda t. Newfound-

249.8 12.0 60.1 1.8 28 .8 
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-~r . ...a1 111 a 
.. ......., ..... 7 :.•--

_, .. ., .. ,_ "-"- .. • a r •• .....,., .... *, •••••• ... ., ... ..,... ............ ..... 
AU .............. 51r .. -. 

lr. *'a 7tr ,_ __ _ 

* tlllo =•• ••• a' a _.will .. ............................. ... .... . ......... 
f~s •• , H._&_IWi 

.......... 
lA II I 7 •• 

•·••a7PSSIII 
t•aw ax .. wi:ns a a 7 7 • ::0• a ats, 

an -• 1 ur.. *" a•-. .. lo ' 
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1 

l'OREIG.'l ECaiOIIIC .walllsmA'i'IGli 

:ommtlF".Jitf'NNihN>rr~ 
FIV£.F1f1EEN 2U STREET NW. 

W A5HINC:roN II. D. C 

Nove~ber 26, 1943 

'l'be Honor able Horny llorsonthau 
Secr etary of the Treasury 
Rooo 280, Treasury Department 
flaahil\eton, D. c. 

Dear L!r . Secr etary , 

Attcbed hereto is 7our personal ana pri­
vate copy of the report on tho stetus of t.ne 
boviet Aid Proeru, aa of October )1 , !94J . 

'!'h1a report SllC.'::IIrilos tho aid fumishea 
to the Soviet union 1n tho por1od covereo by 
the First and Second Protocols and tho first 
f our months of the '!'hird Protocol. 

Ver7 truly yours, 

~n~· 
Executive Advisor to tho Administrator 
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Copy No. TRA 

SECRET 

204 

STATUS OF THE SOVIET AID PROGRAM 

AS OF OCTOBER 31 , 1943 

Foreion Economic Admln islrol lon 

9ffiee ef Leiid Lees• Aehni:: i atretiefll 
Wosh l noton . 0 . C . 

.. 
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SECRET 

PERFORMANCE DURING OCTOBER 1943 

Shlpoonu to tho U. S. S.R. tro. United Stotoa and Canadian porta dur• 
lng Oct;obor UOWltod to 439, ?00 long tons. Thlt waa oque.l to 116 porcsnt 
or <he protocol monthl,y shipping rate. Shlpoanto during tho tirat tour 
aontha or ths Third Protocol period hove totolod l , 7S6, 000 long tons _ 
116 percent or protocol schedule. 

cargo thlppod dw-ing Ootobor 1s s-arhod in tho following table: 

October Jllly.O.tobor 

tons Percent. Toot Percent. 

0. S. SUPPLl&S 
Trueka & Ot her Vohlcles 60,600 1J$ 184,~ 11),( 
Mtta.ll 86,~ 20 }27,~ 19 
Cheaicala a EXplosives }8,100 8 lS), lOO 9 
Pt~ltua Products 47,100 ll 196,600 11 
Incluotrial F.q 111-nt )!., ?00 8 189,000 ll 
rood 106,000 :u. 479,600 27 
Other u.s. Supplies 46,500 10 174,600 lO 

u.s. Total 419,200 9S 1, ?OL,JO() 97 

CANADIAN SUPPLIES 18,200 4 36,600 2 

BRITISH SUPPLIES 2 , 300 l l6,SOO 1 

TOTAL 439,?00 l~ l, 7S7,400 l~ 

Sh1pctnU art expected to rise to S401 000 lone t.ont 1n Novea'ber and 
610,000 l-one toni in Dectm~r, with toodat.u!'tl coaprilinc lareer propor­
tion• or t.bt t.ot&lt. 

During Ootobor 4 7l O. S. IIODufacturtd a ircntt doporWd free North 
.lllorlca tor tho U. S.S. R. - ))6 tor 0 . S. protocol accoUDt and l2S tor 
0. 1. occo\1\t. )79 planes n .ro fiigbt--dollvorod - 8) tree IUoai rt& tho 
South Atlantic anc1 Abod&n anc1 296 tree f&irl>anQ, Uoolca •1o tbo Siberian 
torry route. 92 planoa were shipped q, . ..... - 82 tor lor til I!Uio1o and 
10 tor the Poraian C)ult. At the and ot tho month 669 oirontt wera in 
tht Ptrlian c;~ aN& anititLg ••••bly or uniclnc before dt livtry to 
U.s.s.R. plloto. 

Incrtlled Soviet demands for certain ite•• offtred 1n the Third Pro­
tocol and additional requests not considered in Third Protocol ofttrtnce 
ll"t be1na mtt whtrt poulbl.e by substitut.ion ot euoh 1t.t.ma tor materials 
achedultd tor production Wldt r or1g-1A&l Protocol orterina•· Th1a aethod 
hu bttn adopted to prtvtnt undue aoo\11\ll.ation or •tocke. 

Foreign Economic Adminletrotlon 

November 24, 1943 

... ,.. 
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SHIPMENTS TO U. S. S. R. 

SHIPMENTS, ARRIVALS AND LOSSES 

CU .. ULATIVE IN " ILLIONS OF GROSS LONG TONS 

1941 t 1942 

NUMBER OF SHIPS 

SAILING EACH MONTH 
eo-------------------,eo 

1941 t 194t2 

• 
li43 

• 
THIRD PROTOCOL CLEARANCES 

FROM U. S. PORTS 
QJ...,.,_.ATIYf IN IIUI,.I,.tONS OF GRO$$ LOHG TOHS 

194 3 

• 
1944 
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EXPORTS AND AVAILAB I LI TY OF SELECTED ITEMS 
CUMUL ATIVE SINCE OCTOBER 1, 1941 

MEOIUM TANKS 

tt4l 

JEEPS 

- Ovttltlf) f!'l..at •••lotllt at 
U.S. Ctf'lltU Of •rM\;Ciofofl 

PURSUIT PLANES 

.... . .. , 
AN TIAIRCRAF T GUNS 37 8 4 0 mm 

TRUCKS 

lt4t tt 4) 
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EXPORTS AND AVAILABILITY OF SELECTED ITEMS 
CU MUL ATIVE SINCE OCTOBER I, 1941 

,....... ... .. , 
b Rovt• 
AHI'ftel 

FIELD TELEPHONES 

1+1r-H+t-I+H-t I+H-++++*+-h•o 

STEEL AND STEEL PRODUCTS 

CHEMICALS AND EXPLOSIVES 

rnrnrrrrrrTTTO,-nrrrrTl•oo 
400 

.... .,., 

.. • 0 
~ 

~ 
0 

" i 
4 

" " i 
~ 

---0\lellliiJ Mildt •~••loDie 0-1 
U,S, CU tet• Of 'rodvtl~on 

ARMY BOOTS 

1941: 1943 

4..500~ 

>J>OO ~ 
: 

1.500! 

ALUMINUM AND DURALUMINUM 

.. • 0 
~ 

~ 
0 .. 
0 

" 4 .. 
" 0 • ~ 

tt41 ttd 

,, .. , I 194) 
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SECRET 

PROGRESS OF INDUSTRIAL PROJECTS FOR T HE U. S. S. R. 
As of Oct. 31, 19 43 

Petroleum Refinery Program 

thto project. waa developed under the Second Prot.oool t.o r eplace Soviet t a­
c:tlHitl dut.roytd by the Oerman Amy. It was d .. tg:ned to produce aviation gas, 
110c,or got and lubric.ating oils. The cost h expect.td t.o b4l approxiu~ly 
U9,000,000. Approv-.1 baa bean given under the Third Proc.ocol to addit.ions, bAv­
tq u ut.laa~d COlt. value ot $.2S,l50,000. Eng1netr1nc on tht ad.dlt.ions baa been 
surwd. 

tM Stco:MS Protocol Pro&r&a is nesrly COIIj)}tc.. 0\lt. or an eat.laat.ed lSS,OOO 
t!lo:r'" ~• COOF"h1Dc C.hlt progra!:i, U .S,OOO short toni h&.d been ...S. a....Uable at 
pl&:at by Oc-.obtr )lat, and 128,000 abort tons had bttn exporc..d. fbe to~ yet. 
~ be ~1M. 1a prJ.aarU,y valves, 1nstru::enta, lpt.N p&r\1 and t.anlr: cars .nJ.cb 
.Ul be udt available befoH tbe end ot the ,. .. r. ti&ht U. s. enpneera have 
arrlftd ln tM U.S.S.R. to aid 1n construction. Mort wlll follow. 

Tire Production Prograa 

Thia 16,000 ,000 pr oject is to pt~rndt the Soviet. Govornatnt t.o produce a mini­
au:a ot 1,000,000 military tires per year fr0111 their own auppUtl or synthetic n&~ 
ber and n&t.ural rubber obto.ined f roca shruba. To ut.Uhe i<Ut American equipment, 
t.bt UN pUnt of tht P'ord Mo to:r Company has been purcMatd ; all of this et:tuipaent 
baa been dllmantlt<l and shipped. Ninet y ... five percent of t.he new equipc~~ent to sup­
pluont the Pord punt bao been ohipped f...,.. ouppl!oro1 the re•dning 5% will be 
=4• available troa production by J'anu&ry, 1941.. E:ngineera art btina retd.ned to 
aid in inat4llatlons. TheN 11 now being considered a requ .. t. to auppl,y raw utfr ... 
hl Mndlln& equJ.pment to be used in conJunction with t.hia plant.. 

Automatic Block Signal Sra~ 

Tbh tu,OOO,OOO proJect 1s to per=it autoeu.tc atpal operation or a por· 
Uoo or tho O.S.S.R. rulrood syat<o~. Tl>o equi-nt when lnet&lled rlll pendt 
CNo&ttr e&l"r71nc capacity on existing rall racUlt.ltl withoUt. increase or rollin&: 
stoe.t. tM 111t.ta will conliat of aiiJl&l and aipal operat.-iq eq\ll;aent. tor )(XX) 

b ot t.racka l.SS ka aicglt track tJ.Wmat.ing currtnt. 1u.pply, 1162 km •In&:lt tnck 
Uorace bt.tt..try supply, 800 kzD. singlt t r ack pri.aary bat.tolry t upply and SSJ b double 
tra.clc n.or•a• batt.try aupply.. Equipment ts beina aade available at tbe manutactur­
eu• plent tor export. Arrt.naementa are being aade to export. l.OOO tons l.n Deceabtr . 

Power Pro(r&lll 

Ste'- and Die t el aenerattna e~uipsent and induttr i&l boiler• onlled for under 
the Stcond Protocol have bttD cade available to the t xt.ent or m ot t.ht prorraa. 
Xilcellaneo\11 equJ.pment, valvea and apecla.l pipina will bt aadt available i n Nonm ... 
ber. 4 conl14erablt t.ontl&l t or t bia progrP hat been exported. 

Power l<lu.il*tnt 'W'der t he t hird Protocol h&:l b11n approved &n4 1t l'IOif bti.n&: 
Pl&.ce4 under CODU'&Ot. Tbe progrt.JI contiltl or )27, '100 R - I W&a cener.t.inc 
tql>!;"""'J 168,925 1W - Diuol generat ing equipcentJ S4,SOO 101 -~leotric 
•i.Ul;c•nt . .. .... 

• . .... 
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SECRE T 

STATEMENT OF VESSELS SAI L EO TO U.S. S. R. 

As o f Oct. 3 1, 1943 

JMbtr or Sfl1Je SIJ.lltl& 
~~ ot a.utac , .. , ... '"" 

,., ....... car'" ....... hrs.l.&o Sortot ...... .,., ... u or DlMll. ,_, 
To\&1 ....... """ ... u. ru zan Ot\. )1 la tJ.I. • 

1941 Oe'- 10 - - ' lj 14 ... 9 1 - - 1 - ) 1J 1.2 - - 1 ... 14 7 - ' " 22 - - ) 

l~Ju "' - - ' .. 19 1 , .. l) • - ' - ' 19 16 ... )1 6 - - ) - 6 " )2 
~ ... 62 6 - ' 7 - 10 'II <6 - 1J 19 ..,. 14 10 - 7 )l 21 - ' 6 , .. • 1.1 6 • " 27 - - 7 

J.U • ' 16 12 " " - - 1 

'"' 1.1 ' 1 19 )6 " - - ' Sop 4 • - 17 29 29 - - -... - l) - 19 )2 )2 ... - - -- • - 26 )4 ,. - - ' ... 4 1.1 - .. )9 ,. - 1 -
190 JIJI 12 12 - 22 •• ,. - • -,,, 

22 7 - ,. ,. , - "' 2 ... 1 19 - 26 •• 44 1 I -
4pT - .. - )7 " 

,. - - I ..,. - ., ' 44 ., 62 - - 1 , .. - ' ' " 
,. ,. - - -

, .. - 17 16 .. ,. " - - -
'" - .. 7 ,. 69 64 ) - 2 ... - %'7 - ~ 77 

., ,. - -.. , 10 ., - 62 ' 
,. - -... ... 

1o\ot.l Oot. 1941 
\0 0.\. ) 1, 19JJ ... 261 '' SlO l ,C17) ... ., ,.. 

" 
• ~ 2 •ouob dhobu cM 1A 19~. All or U>e c..rco b ... bHe ro,..rd.cl or 4l .. rW4 to otb.ro. 

)0 ••n• b clt.obu cN iA .t.prU, l94J. Carp 1e bdAI ~rt.ca, tt.ored, or dhn \AO. 

or 1..M 1 ,07) ••ll1nc• tree Oot.ebtr 1, 1941 t.o Oc\.obtr )1, 190, ,.,. .. • •"' • d• b7 ;.aortcu 
..... ~.. 409 bJ lo• let. 'f'ttuh, 114 bJ b t rloao ..... t. \.l'.nttt rrtd t.o 8o¥1t\ nclt\.1)' , 1'1 or 
lrlt.llh ntlth a.ntl 1 b7 0 S• edleb • utt l. In lddlUOfl t.o tht 1,07, aaUltlt t o t.htl't ••r• J.O) 
tbtpt \lit \ l•ded put.la.l CUIO .. in \bt U.S . tor Ul.t U.S.S.R. lfl addl Uoo t.o Ult b4 ahl pt 
•bo•r •boYe •! lo•t.. Mf'tr.J. • b1J* ba" b..o nd on \ht J.r r t wrn woraa••· 

....... ... _ ... 

--
1 

' 1 
9 -• 6 

16 
1 

10 -
' -
-
I 

• 1 
-• 
-• --

"' 

•• .... 
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.... ...... ..... 
kt-111 

1941 Ot\ .. ... 41 ... "' 
ltc.ll ... " ••• .. 

"' 1" ... , ... .., .. ,_ ,, 
'" " .... .. ... .. 
'" -... -... " ltu /u. ., ,,, 164 

"" • ... -..,. -, .. -
'" -.... . ... 

" ... ... 
"' 

~Ott. 1941 1,414 
~ 0.\. )1 ~ 190 

STATEMENT OF CARGO SHIPPED TO U.S.S.R. 
At of Oct. 3 1, 1943 

(TI'Iousondt or Gfou Lont Tontl 

ror P•r•t~A reno to• 1•\. ..,, ... ,..,. :an 
$oybt c=.• Part.ial 

c:~. """"' 
..... 

A.rcttc. Cup• len toe• 

- - - 17 - .. 
) - - " - ,. 

10 - - u - " - - - .. - ., 
4 1 - .. - " " 1 - " - "' 11 - - " - "' 19 • - ll - "" " 1 11 Jl - "' " " 

., ,. 1 w .. " 2 I) - '" ., • - ., - 119 ... 1.2 - 101 - 229 .. • - )Q6 1 ... 
I) • - lU - U) 

I) 4 - 91 - ... .. - - 129 - , 
Ul - - 12) - .. , 
"' 9 - 194 - '" 11.2 ll 211 - ,, 
" 4 16 lt:0:9 1 "' U1 9 " "' - ,. 

11) 4 l1 
,., . ,,. .. , 4 - lll . "' ll7 6 - Ul - ... 

1,111 147 "' ie,t?O l ···" 

.. ..... ..,., ... .. , '' Oot . )1 .. -
" -6) -
12 -... -
"' -
"' -
141 -.., -
1114 -
191 -171 -229 -
1 .. -
"' -
2lD -161 -
U6 -
"' -
"' -:t7S -,,. -
441 .. 
"' "' ,)6 '"' 

4,.., ... 

eu,. .. .... ... 
Di"'rw 
Ia V. I, 

---
1 -
' .. 

19 
------
1 .. 

150 • ---
---. 

,,.. 

DISTRIBUTION OF TONNAGE SHIPPED TO OCT. 31, 1943 
BY 

Sowiet Sl'riJt• 

1,6tSI.OOO ' ""' 
27.2% 

U.S. Ships 
Ttontterred to 
Sowitl 

11244,000 IMII 
20.0.,. 

DATA ARC GIIOSS LONG TONS 

REGIS TRY OF SHIPS 

U.S. Sl'llpt 
5,13 $,000 IOtll 

&0.3'11· 

SECRET 

"""' .... .. .... 
) -) -• ' 
" • » , .. " 

.• ... 
Ul -,. 

" " .. 
• 414 

22 1 - .. 
' ll 11 - 2 

- ' " • • " 1 1 , -- " - -... ... 
- . 
- -

Lll ... 

-
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cross~ .:Jost. hn U ttn Go'Jst.. ~to L"'lcl !\Jn t;j lll ... l ;or t.•::aco r .lOri.. A' · 

Regraded Unclassified



2~b 

November 30, 1943 
9:57 a. m. 

n!rbert 
Oseton: 

i!HJr: 

() : 

HMJr : 

( 

G: 

!!l-lJr: 

!1: 

G: 

H2~Jr : 

0: 

H~lJr : 

0: 

Hl~Jr: 

G: 

ffi~Jr: 

G: 

H~lJr: 

Hello. 

Herbert. 

Xes. 

I saw the r esults of some of your work with Walter 
Lippmann today . 

Xes. 

And hie answer on the -- more excise aga i nst sales 
tax ••.. 

Xes. 

. ... I thought was t he best t hing I've seen yet . 

Xes. 

Have you r ead 1 t? 

Xes , I have. 

Well, now , how ean we get that to Paul end ge t 
more oubl1e1ty on t hat? 

(Aside : Come in.) I' ll -- uh 
the Hill? 

Xee, they eay he's up on the Hill. 

Uh huh. 

La Paul up on 

And the ~oint 1s, that's an awfully good argument 
and I w6ndered if there's some way .... 

Uh huh. 

Coul d maybe •... 

G: Yeah. 

HI!Jr: .•.• Shaeffer or one of hiS boys, if you could 
point the thing out to him. 

G: ·~ell I think it -.-ould be a good idea to get 1 t 
uo t~ Paul and right -- uh -- he ml.gh t be able to 
uee i t i n some way. 

Regraded Unclassified
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HJ.!Jr: Somebody-- why don 't you send tor h1s secretary 
and see that she gets 1t to h1m? 

G: 

H!~Jr : 

G: 

Yes , I'll do that . And I 1ll also talk 1t over 
with Shaeffer , and get it .•. • 

It's awfully good. 

..•• call the boys' attention to it. 

;n~Jr: And 1 t' s an answer, you know, what he said about, 
•·.;ell, 1t' they can - - these neo'Ole can nay a 
b1ll1on dollars - - below, nine m1ll1on. · .•. 

G: Yea. 

H!-:Jr: ...... then they• r e the peo"Ole where the 1ntlat1on 
will co~e from. • 

G: Yea. 

Hl~Jr : See? 

G: Yes. 

Hl·IJr : Okay? 

G: !Ught. 

l!J.!Jr : That' a a good dividend. 

G: Yea. There 's one -- there ' s oM thing that we 
d1dn ' t get good oley on yet . 

!iJ.!Jr: Yea. 

G: And that' e the l arge amount that .-e , ro-,osed to 
tax the 'OeO'Ole under es,ooo. 

H:·!Jr: Yes . 

G: That we haven 't got adeouate lllay on ye t. 

Hl·IJr : ''ell, you might t ell Shneft'er. He m1eht try to 
guide some of t he boys. 

G: Yea. Uh huh. 

h~·.Jr : Thank you. 

G: !Ught. 

207 
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J.leeting in the Secre tary• a Office 
November 30, 1943 

ll&OO A, J.!, 

Present& Secretary -orgenthau 
The Chinese Alr.baeeador, !.!r . Shl. 
1.:r • rlhi te 

'!be Chinue Ad>assador stated that ha had a comunl.cation b-om 
tc.e ~'inance ..illia tar whl.cb be had been asked t.o aublli t t.o tha Treasury. 
:be cocounl.cation indicated tbe desire t.o permit the 1931 Cbl.oese 
At;ree,.,.nt to lapee and also expressed the view that in that event 
certain chanGes abould be oade in our licensing pz"OVUl.ona . 

n>e Altbaaaador also had a s"""" tad draft or an announceWlellt t.o 
be .,.de public by the governmen ta when agreed upon , 

'!be Secretary repli ed that he would study tha document and that 
ti' . 'uhl.te would got in touch wi th him very soon about it, 

After the Chirtese l eft Mr. White brought the Secretary up to 
date on tha negotiations with China and revealed that tho meuaga "as 
quite misleading in tbet it was the Unitad Statos that had requested 
that the agreement be perm!. ~ted to laps a . oihl. te also added that he 
thought there would be no dl.ITicul tY about changinu tl'~ f'orei!ll' Funds 
Control licensing provisions in a ccord with tho desires of the Chinese 
llovernment. mute reminded the Secretory that tbe ... tter of the lapoe 
ot tha agreement had been discussed at leu t twice w1 th the Secretary 
and that ha ( tl'>e Secretary) had approved pcrmHting the agreement to 
lapee and that the State oeparto:;ent had epproved and tl'.at the catter 
had been discussed with the Sritish u well . 11le Secntery nodded 
his head aftirllltively and said be re=e-red. 

H. D. '1/hite 

• . ' 
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ARG~NTHiE BA!a<S 

Present: Mr. Paul 
.Mr. \'/hi t e 
Mr . Pehle 
J.lr . DuBoiS 
Mr. Luxford 

November 30, 1943 
11 :1:> a.m. 

I! . ~,.J rl : I have been doing a little checking up 
which I didn't tell you fellows about . This is the first 
important coliiDiUilication I have received, althouJ<h it is 
the t hird one. (Secretary refers to l etter of November 24, 
1943 froc General George V. Strong, ~litary Intelligence 
Division, to the Secretary) 

MR. ~T~: The first important communication? 

H .~.JR: This is the t hird one I have received, but 
the only important one I have from General Strong on 
the Argentinian thing. No one has ever seen these. I 
have been doing a little checking on my o~. I'll read 
this to you. It is so interesting and so new that I 
thought you would l ike t o hear about it. (Secretary 
commences reading of letter) 

(Secretary l eaves the room momentarily to take a 
tele~hone call; Mr. Paul enters, and Mr. Pehle completes 
readmg of letter) 

H.~. JR : Hello, Paul. 

KR. PAUL: Hello. I just got back, so I joined the 
conference . 

H.!l.Jlt: I told them I had been doi ng a little 
secret snooping without telling anybody. Did you read 
tnis? (Refers to Strong le~ter) 

MR. PAUL: I heard it read. 

MK. PKHLE: It is very interesting. 

H.~.JR: And certainly it is--how shall I say?-­
an unbiased statement. 

lm. PEhLE: Yes. 

• . .. 
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H .~ . JR : In t he light of that I thought t hat we 
could be fai rl;y stiff. 

llrt. PAUL: That becomes relevant in connect ion wi th 
t il ie new monetar;y s;ystem t hat has to be discussed ~•ith 
them now. 

H.M. JR : May I ask you people--don't tell an;ybody 
that I have thi s or that I am get t ing this on your word 
of honor--all of you. 

J.!R . llrtiTt. : But how would ;you be able t o make use 
of their addi t ional support of your position? 

H .~ . JK: I t i s just tnis . After all , your t raining 
with people , and if you know that this background sooner 
or later will seep up to t he State Dellarta~ent. That is 
all. · 

MR. PlhLE: It comes f rom the Mili tary Attache. 

H.M. JR: Surel;y; and considering this attitude here , 
we simpJ.y know we can stand firm and sooner or J.ater this 
atti tude will get to Hull, I hope . That i s all . 

Affi . i/, liTil. : Of course, the J.ili tary and Naval Intell­
igence wer e even stronger in favor . 

H .~.Ja : Yes, but you couldn' t get a more intel l igent 
report than thi s, I believe. 

I&R. 1VuiTE: It is stated a little bit cage;y from 
Strong' s point of vi elf. 

ii .M. JH: An.yway, I thou~ht I ' d let ;you.peop~7 read 
it . I don' t want anybo~ t o know I am get t1ng t n1s. 

Mk. PAUL : I t is going to be follo·.ved up with sub­
sequent report s? 

H.14. JK : This i s t ne third I have on i t . The o~hers 
weren' t any use. I didn't show them to anybody. Th1s 
is the t hird. The;y come in weekly. 

I might as well make a i ul l confession; I get one, 
also , on the French in Africa . Confession 1s good for 
the soul. 

2!0 
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J.!l( • PEIILI:.: I don' t kno'll' whether ;you knew it 
V~ . Secretary , .~~t ~neral Strong' s Lieutenant coionel 
in the outer 01~ 1ce 1s Norman E. Tolfson, who 1ms rtrf 

a~sistant! who 1s well versed in freezing matters and 
wno has g1ven t he General some background. 

H.k.. Jl(: You didn't knolf I got this? 

. ll.it . P~!LE : ~o , but he is acquainted with Treasucy 
1nterests and var1ous pr oblems. 
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l!rt . 1-Alll.: .le ought to have a man like toat evecywhere: .• .. 

lffi • .!'!:JiLL : We have one in Argentina . 

)!,t . \BITE: We have one who is head of Naval 
Intelligence. 

H.M. JR: What do 'lt'e do now? 

. Mit. ~AUL : The next thing is the question of dis­
ousal ng w1th State th1s new monetary s;rstem. That is 
what the;r brought up over there in t heir meet ing. 

MR. P~E: May I explain a little bit what they 
have in mind? 

H.M. JR: Yes . I 'm against it! Go ahead. (Laughter ) 

Ma. ~rl iTK : That is the sane position t o take, anyway. 

UR. PEHL~ : These bo;rs will agree with you, but I am 
not so sure. ~his i s what Collado says he has in mind: 
He is trying, according to his own statement, to work out 
a method whereby Argentina would be frozen , but tha t the 
f reezing would un its face look a little different from 
what it was in t he case· of Switzerland and ~edeu. 

Now, I think we ail agree that if you could get that, 
it might accomplish much of what we are trying to accom­
plish. The difficul ty is that i£ you . s tart to.negotiate 
£or that, we may come out with someth1ng that . 1 ~ far l ess 
than t na t and something that the Treasury def1n1tely 
should not have anytning to do with. 
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J:Lindl.1!,JR: You are talking a litUe loudl¥--do you 

MR. PEJ.LLE: So the . que~tion becomes one of tactics 
and I take 1t your feel1ng 1s that we ought to s•~ we a' 
interested. ..., re 

H.M.JR: I am not interested. I'll tell you why 
I was being facetious; now I am seri ous. • 

I~ the Argentine- -you see, t his i s tne point. I 
have t nought a lot about t his, and I got your memo (Paul) . 
If Argon tfna had been, l et' s 5&:/, better in the ir deal­
infs ~an either Switzerland or Sweden, then I'd say, 
al r 1ght , they have behaved so beautifull¥--I ctean, not 
good enough to leave them alone, but so much better than 
SWitzerl and or Sweden, we have to give them better treat­
ment. But t he i acts ere t he other way. 

MR. PAUL: SWeden has been pretty good. 

H.M. JR: They have been much worse-­

MK. PA~L: tven than SWi tzerl and. 

H.M. JR: He (Paul) is silly. He is used to interrupt­
ing Senators. He has been in a bad atmosphere! (Laughter) 

Now, where was I? In T1J1 own Jllind- -m.aybe you boys 
covered all this--I have been thinking about t hi s thing. 
We started a year and a half azo to recommend to freeze, 
when there was a different kind of government in t here. 
Tne previous government t hat was in t here would not play 
ball . Now, a government comes in ~/ that unmentionable 
name, according. to Mr. Adolph Berlei a fascist gove:nme~ 
comes in, and why should we say t hat a government w1th a 
fr iendly ambassador up here, with an American wife, a 
government t hat signed the Rio agreement and all that, 
they wouldn't play ball. T'ney are tnro1m out, and a 
mi litary dictatorshit> comes in; and we ohould say, "You 
are a lot of gentl emen. \Ve believe you. We will w:freeze 
these two banks and we are going to give you a spec1al 
formula because you are such a nice little fascist group"! 

}!R, PAUL: Don't you want to imitate t he way they do 
tnings i n North Africa? 

• . ... 
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H.~ . JR: I don ' t know tnat I follow you. 

J.:R . PAUL: I mean Gi raud. 

H.1l. JR: Well, it just doesn ' t make sense and 
therefore I.em going to maintain, unless you p~ople all 
gang up aga1nst me, what I told Mr . Hull. It is up to 
him to say whether he wants to move. If he moves then 
it is up to us to say what technique we want to u~e . 

Mk. fAUL: Then it would follow from that that we 
sh.ouldn' t discus s this new alternative. · 

MR. P~E : That is right. In other words, we should 
S&l the Treasury's view is that either we ougbt to freeze 
them or not . 

l:R. l'fli l Tc : Shouldn't the Treasury's view be this, 
t hat the Treasury was agreed with the recommendation and 
suggestion of Secretary Hull that they canvass the var­
ious governments, prepare a jo int memorandum which will 
be sent around, and that is t he next step we want to see-­
and stand on that? 

MR. PEHLE: They want to talk to us about that. 

J.!R. 'mllTE : But say that was the last thing settled, 
and t nat is t ne thing to agree on. 

UR. LUXFORD: If th~ ~sh by their freezing action 
t o indicate this is against t ne Government more than the 
peopl e, I think that the press release that we.dreR up 
before does that. That isn ' t. what we are talking about. 

H.M. JR: But the point is this--I , or course, wasn' t 
here and I think the State Deparbr~nt got themselves i~ 
a very untenable position when t hey approved our freezlng 
these two banks. I don' t know what they had in mind. 

MH. PEHLE: They did. 

H.J.!.JR: What? 

~ ... nrfl: : It was initiated with them. 

UR. f~: I am not so sure of that, Harry. We put 

2!3 
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them in a position where they had to do something. 

H.M. JR: Now t hey can' t go f r om that position to 
a position where they are going to say, •·1ren let t hem 
do business as before wi thou t any cont rol." And I th ink 
that Hull was impressed when I said, "You decide whether 
it is §OOd fore ign policy, and I'll deoide the tech­
nique . You people have spent hours explaining to me 
the Collado t echnique, and I don't like i t . 

214 

MR. w·tUT£ : Well, I think it would only take a minute; 
I am no t sure that you understand it. 

H.K. JR: On a purely tact ical basis I don't want to 
go along with i t. 

ILR. !lrtl Tl : Yes, but I do t hink the purpose -

H. M. J rt : Ye s, I understand it, and parti cularly in 
view of t his cabl e. Af ter all , we have information from 
"inside of Troy" what i s going on. And the tide is turn­
ing our way . I think we should rub these fel lows' noses 
in it. It has been a week now einoe we have been over 
there, and I think Mr. Hull should go ahead with this 
thing. 

MR. NrtiTe : And wny should they recede from the 
position? 

!.!R. PAUL: They have called up about th~ other 
South .American governments. We do have to dlScuss t hese 
documents they are dra.fting. 

!.!R. P£HLL: We want to. 

loiR . PAUL: Haven' t they suggested it·i 

MR. POO.E: Yes, 

MR. PA~L : We certainl y want to. That i s why Harry 
said what he did to me. 

H ~ JR· You boys go ahead. I t is all right as far 
as I ~ ~n~erned . I think the thing to ~o! ~dolph, 
is to t ake Mr. Hull at his word and say, F1ne. In 
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other words, you circularize these other governments. 

· MR. llh1TJi : I'll bet i f we had discussions with the 
treasuries of the var ious countr ies we would get them to 
agree. 

Incidentally, you would all be interes ted in this 
remark, that Glasser has come back and has been telling 
me about the various things. He says t hat t he prestige 
and the status of the Treasury in Latin American countries 
and in ~~opean countries stands way above that of any 
other agency or department. It stands very high. 

H. I.! . JR: That i s for the Treasury, I think. 

l.!R • . lul'ft.: I'll pass the thanks on to the Treasury. 

H. ll . Jlt : I can't say to lo!r . l!u11 , "Let us do this. " 
But i f he says he, Hull, is going to do t hat - -

l.!R. •lrt!TE: It is all in how it is presented. 

MR. PAUL : 'Ne might as well see how it is presented. 

H.M. JR : Paul , all I was tryi ng to do - I got your 
memo - was have you fellows read this and know, af~er . 
reading it, unless you disagreed, I wanted to stano f1rm 
on what I call, for lack of a better name, the Swiss­
Swedish formula. Does anybody fee l very strongly? 

l.!R. 1111ITt.: Ra ther than turn t hem do~m ~latly , 
because Hull sa~ in the oeantune be would l 1ke to beve 
you examine the Col laao formula , we could tell tb~ that 
the time to consi der t hat is after we have seen the re­
sults of t hi s first step. 

H.M. JR: Anyway, so long as he can' t say we don 't 
cooperate. 

Thank you all very much. 
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ID•wber 30, 1948 

lJT 4ear OeDer&l Sti'Oilil 

Tb&Dk ~ 'ftJ'f .aob tor fOil!' letter 
ot IJo....U.r U 011 t~ ArgwntiD.lu 
dtuatlon. 

PleaM oonU.mae to MD4 theM 
report. to M, •• thq .,.. nrr uMM. 

SJ.Jio.n~ 10111'1, 

ta'l ' ) J1. ....._,...., Jr. 

!.l&Jor OeDual G. V. Stronr 
i. c. ot s., a-a 
h!ar Dtpart.Dt Galnl stat! \ 
•ahlactoa. D. c. 
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Tht Honorable, 

WAR DECPARTMENT 

WA .. OCPARTM&HT GCHUI:AL .-TAFF 

.....,.. .... .,.,~~ .... 
WMHIHCTOH, 0. C. 

Tho Soorot&r)' ot tllo T'roal\ley. 

Vy do&r llr. Soorot&eyt 

ID aooordaaoa wUil rour r~ ... ot tor a ""~ report oa tko Arceatine j 
reaction to t he troo&inc ot t'wl4o, tko tolloWinc 11 o\Aboa1tUdt 

A roliablo Tiew 11 oxprooood to tko oftoot that action 
ahould bo taken diroatl)' &&&inot tho Arcont!no GoTO ..... ont, in 

protorcoo to tko o!nclinc out or 1nd1Tid\llll -· tor trooainc­
!hio Tiow 1o oupportod b)' tllo o.rcwooot tbet tile Prooidoucia 
reoctl)' applied prooouro to a oortain UDDAaod bonk to oontrib\lto 

101111 6,000 poooo to "C&bildo" , a n-opapor notod tor ito anti· 
Aolorioan attit\ldo, It 1o aooortod tbet tkio - t)'PI at poro\110• 
o!on i o rooponoiblo tor tho Tiolation ot Sootion 6 ot tho Rio 
Rooolutiono b)' tbo llanoo do l a Mao ion and tbe Sanoo do la ProTino!a. 

On 16 ••-or an olaborato lUDohoon no ,i...., at whioll 
J.a•rlou. Mabra 1n Bu.aoe A.tree Ur·ed their n .. a to tift eooacalo 

ottieoro of tko .'baoq. It •• aooortod that otkor OO\IDtrioo ot 
So11th Aaorioa o.ro not abidiac by Sootioa 6 or tho Rio Rooolutiono, 

and t.pl!od that, tharotoro , action asainot tho two Arcontino banto 
no \IDjuotl)' tak011. Tho dot!nitol)' ooltiah attitude ot tllooo bank• 

oro 1o opaoitiodl¥ ._.,Ud upon. Tboy o011plainod ot tho cool· 

"'" tow.rd t- ollhibitod b)' oftioi&lo ot tho Central 8aDI< oinoo 
tho frOOOillC aotiOO> &I oTidonce Of tko dioappi'OT&l b)' tbooo Of• 

tioialo ot ouoll troeii.JIC, and tllo)' rope&Ud tile oxproooiono of 
dioappro'ftol TOiood to tb- by Arcctino and Aaoriean b\101nooo aon 

who aro ol!onto of tbo two Aa.-ioan banlco in 8\IODOo A!roo. tl>ooo 
banlcoro poinUd out that tllo ao&olltll takon o.ro not 0\lft!o!entl)' 

otrOilC to aoooapl1ah ~inc and only oorTO to pro~ko r opri oal o 

l\lob ao d1ooontin\I&DOO ot export l!ocooo tor oritioal aatorialo 
noodod by tllo United 8tatoo, or rotoliatory ae&Oiltoo acainot 

Aaorioan boDice and. lNoinoll entorpriooo. 

r~T--~~~ d~,,~nl 

011.:-, ~t. . ' 

u.l tut<'~ :t .t 

J c: ' ., u.· t • , • 
r ... , • .. 

' 1. 1. , d . l ~a Lf'IUI tl' •• : ,l 

0 • oJ• 

' 
• ttl c .. ~tt11ts in t: Y .;... .• .> Gil 

.,., por-soo s _rl)t;ibiT , .. b I,, 

""''' 
OONJ:o10ENTIAL 

,• .. 
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'l'heoe \>ankero adaitted that i t would be a ailt&lce tor the 
oo,....-t ot the United Statao to rn•r .. ito a otlon and un­
blook the two banko now, but they arcued that oinoe ( l .o tbelr 
new) the United Stat .. had -de a a iltake ID the orlclnal 
blookiDC aotlon, It lhoulcl now adopt o ... e •taoe-••'f'inl" t ol'llula 
ouoh •• peralttlnc the two bank• to operate under broad licODaoa 
whioh would attorcl the United Stat01 a cer tain ..,.unt ot auper­
Yi dol> o,..r the clollo.r tranae.otlona ot the t "" buka, It il 
noted that the • te.o•-aaTinc" I a that ot the U1>lted Statoa rather 
than ot Arce.ntln&. 

... 

. . 

.... 

Very a 

0110. V, S!ROIIO, 
llajor CODere.l , 

4. c. ot s. , 0- 2 • 

,, : ....... _ ,., T ........ 1\i :'ls into .. ~r , • 
- 1 0.. • t: •. ·,~ l_;, I • 

, .. 
~ • : ., : :. ... ,..':!) 

• a o:.. \: .;.Ul "":... t .. t 

i. ... ~ c •.. l.eut.s 1::. a:-.\• ~ r to 61 

1~od uer~o~ is ~robiblt~d v 1 • 

• 

Regraded Unclassified



TAXES 

Present : Mr. Paul 

November 30, 1943 
11 :31) a.m. 

MR. PAUL: I got your message about Lippmann. 
There is no way I can use t he Lippman now, because I 
am not on t he stand, except to t alk with them. 

h.M. JR: Talk to Gaston, would you, and see what 
we could do, because that is a nice argument. 

llR. PAUL : I didn't get your other stuff in the 
record first in reply to that remark of George's, 
because we couldn' t get it done yesterday. It may not 
be a very good answer. I'll wai t until we get it this -

H.M. JR: 'Ifill you show it to me? What are they 
doing this morning? 

MR. PAUL : I left when Judge Fletcher got on the 
stand for an hour. 

H. l.l . Jit: \l'no is he? 

UR. PAUL: He is a man who represents t ne railroads. 
The flrst man on .tats mor ning was Jonnson, of IJetropolitan 
Opera. -

H.M.JR : Did,he s ing? 

UR. PAUL : No, but he is a nice fellow. 

H.li. JR: He is a darned nice fellow! 

• . .. 
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STABILIZATION BOARD 

Present: Kr . \'/hi t e 

November 30, 194.3 
l.L :45 a.m. 

MR. w,n TJ::: I ' ll gi VB you very briefly the back­
ground. It was we who indicated we had some doubt in 
our mind as to the wisdom of renewine the agreement 
because we didn' t want to take the responsibility f~r 
the five cent rate, and we wanted to pave the way to 
ask for a better rate, because the opposition was becom­
ing more vulnerable . 

We talked it over with you, and you saia it was 
al l right. We also took the position tha t you agreed 
with before: We indicated to them tnat in the event the 
stabilization arrangement is not in effect, the 
Stabilization Board which is a part of tnat would, so 
far as the American member was concerned, have to be 
wi thdrawn. He would have to resign. They could keep 
the Board if t hey liked, or if they wished to ask him 
to be a member we v1 ould be glad. to receive t J,eir request; 
but since 1 t waa part of the StabHiza tion Board we \Vould 
ask him to resign . They could. take any action to re­
instate they wanted. They communicated that message 
to K'ung, and. of course they liked the idea very much-­
the Stabilization Board being dissolved--because the 
British are on it and they regard it as foreign inter­
terence. It is tne only country that has t hat sort of 
a thing. 

And they came back t o us after many discussions. 
The fi nal cable from K'ung was that wnic~ever tne Tr~asury 
wishes, ir the Treasury wishes to renew 1~ or not, e1ther 
way it is all right--something to t nat e£1ect--after we 
had already indicated we would prefer not to. 

So we said that since K' ung feels tna t way and we 
generally agreed t hat it would not be renewed ~nd we 
would ask Adler to res ign from the Board. We . l~f.orme~ 
the British of our decision first, and the Br1t1s~ s~1d 
they want ed the Stabilization Board ~o~ti~ed, ann tney 
would like to have us renew the Stabll1zat1on. Board, 
because they have got twenty million dollars ~ the 
kitty and they want to have a finger in the p1e. ~e 
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told them as far as we were concerned we didn't feel 
tna t we could. 

It •otas at that point t hat IValey saici to me "It 
is unf ortunate tha t we can't pursue a conunon poLcy " 
and I said we'd be.glad to pursue a oo~on policy b~t 
that is as we see 1t , and if they feel a common policy 
is essential they can do what we are doing. 

Now, . then, t his com.i~ from K'une; is veey amusing 
in that 11ght, but there 1s something in here which is 
ne~, I gathered f rom the quick reading, and that is, 
" ••• if ar.:eeable to the Uni ted :;tates Goverlll:lent, the 
Treasury s general licenses, such as nucber 75, be 
amended appropriately." 

Now, I gather what t hey mean by that--they don't 
specify- -is that whether they mean to reduce our controls 
on remittances or eliminate it entirel y, I don't kn~. 
But that is new and that would fi nd out what t hey have 
in mind. And we'll d1scuss it. 

!lith respect to the gold, we have no evidence t hat 
prices have risen other t han lfnat they have told us. 

H.M. Jrt : You mean going down. 

llt!, <~u l 'l'll : Other than wnat tlley have said. They 
hav~ aolo very little gola. That i a our infor~tion. 
In the f1rst place tney have very little, and t hey have 
sold 1i ttle. I think t hey are go1ng to follow tnat with 
tne statement tnat it has been so successfUl "we want 
more gold . " 

Another point is t hat they aro gett i ne ready, accord­
ing t o J.dler' s comments, to ask us for another big loan. 

H.Ai . Jtt: r see. Well, I' !1 be seeine you morel 

One thing, aren • t we wai tlng to . hear ~rom Joint 
Chiefs of Staff on this Indian questlon- -Sll ver for 
India? 

lL<. WtJ l'l'E: We didn't get a reply. Now, if you 

want to jog them -
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H. lo!. JR: No. 

L!R. Wnl T£ : We have cabl ed to K'ung asking him 
in the circumstances wi th wnich he is familiar to give us 
a quotation on Yuan up to now. Up to now we have been 
paying five cents. He gave us a quotation that they 
might consider f or ty to the dollar i f the difference 
be{ween twenty to the dollar which we are now paying and 
forty to the dollar will be regarded as Lend-Lease in 
Reverse . He has come back with no kind of a quotat ion 
at all. We ar e now draf ting a cable I' d like to clear 
with you. 

22? 
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Th~ ~ational Government of tb~ i epuolic of China and 

the Cen~ral hank of Chi na entered into an a~r~ement with 

the Governments of the United Statae and the Unitod Kingdom 

on let April , 1941 , in order to facilitate mon.tary and 

!lnbnclal cooperation oetween China on thb one hand and the 

Unitod States and the United Kingdom on the other, and the 

etaollhaUon of the Dollar-(o.s. )-Yuan and Sterling-Yuan 

rat~ of ~xchange for ~he purpose ot eliminating fluctuation 

10 tole rat~ of exchange and of promoting trade and fostering 

tbe welfaru and friendly rele U ooebip of th• three countries. 

The Stabili zntion Board of China was instituted under this 

Agraemunt and commenced operations on 18th Augu~t.l~41. 

Duri ng i ta existence the Board has oot only fulfilled 

touae oojectives , but it baa aleo pluyod an important role in 

Cbioa 'a war effort by ita contribution to the development of 

an effectHe system of exchan,se control in China, th~ curoiag 

of unneceeaary imports into Shan6h&i oeforv to• outbreak of 

tbe .i'acific War, the hWldliog of !reeling proohms Involving 

Cb in~; on t he one hand and the United States Wid th e United 

Kingdom on th~ oth~r. end the foaterino of the inflow ot 

imports into free China prior to tho fall of the Burma Road. 

The Board has thus fully justified th• hope of Lhc contrectin~ 

paruca . 

Onder existing conditions , howevor , wbeo tbe relation 

between tbe three nllied powers hav~ become still cloeer in 

the f inancial au well as 10 other aphurae , and when the On1 ted 
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Uat!ona are engaged i n preliminar~ diecuee•one 
1 • envie~ing 

the creation of a more all-embracin~ mechanism for financial 

coopera tion, the Board , having fulfilled the purpose for which 

it wee set up , is no longer necessary as an inatrument or 

f inancial col l aboration. Accordingly , thd Chinese Government , 

having pe r formed ite obligation under tho Agr~ement of 1941, 

and after coneultaUona witll , and w1 tll tho full agreement of 

the Gove rnmente of the United Statoa and tO. United Kingdom, 

has decided t o oave the Agree~nt of let Apr1l,l94l ,term1nated 

ae of ~let Decemocr , l~43. rhe Board shal l ther efore wind up 

1 ta affal£'8 , aua. i 111 duties ana func t1 one shall oe tal< en over 

by the Central Bank of China and the Commission for the Cont r ol 

of Forei gn lxcbange Assets . 

Dr. H. H. K'un~ . l.anister Of Finance, wisbos to take 

advanta~• of this opportunity to expreaa hi e appreciation on 

oenalf of the Ua t1onal Government of China to the Governmeo te 

of the Unit~4 States and the United Ki ngdom, ond to the 

Secretary of the Treaenr7, the Chancellor ot the Exchequer, 

the Bank of england, the Federal rloeer•~ Ba~ and the Central 

Bank of China for their UJ1fail1ng collaboration, and to t .be 

Cbineee members and e taff of the Board und th~1 r ame rl can and 

British colleagues to r their l oyal service to China under 

conditione whic h wer~ often arduous and difficult . 

.• 
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Telegram to The Honorable Renr1 Uor~enthau , Jr. 
Secretar1 of the Treaeur1 

from Dr. H. P- . ~'ung , Mini ster of Yinaoce 
Chungking, ilovemoer 25 , 1943 

On behalf of the Chi nese ~overoment I have the honor 

to etate that tha Chinese Government and t he Central ~auk 

ot China have decided not to request extension of the 

Staoili zation Agrdement dated ae or let Apri l ,l94l , ~ke­

wiee the Chi nese Government is reQueeti ng t hd t ermi nation 

of tbe Agreement made a s of let April, l !<4l,w1th tbu British 

Government . 

·rheee ag r eements were entered in to t o facilitate monetary 

and financial cooperation between China and the u . s . A. and tbe 

United Kingdom, and to mai ntain exchange staoility for the pur­

pose of promoting trade and fo s t ering the welfare and friendly 

relationship of the th.r ee countries. 

During i ta existence the Board hae not only fulfilled 

t hese o~Jectivea, but it has a l eo played an i mportant r ol e in .. 
China ' e war effort. Under existin~ conditions , however, wben 

t he rel~l ona between t he t hree alli ed powers have become still 

cloeer in the f inancial as wel l ae i n other apberee, and in 

view of tbe prospect for the ea tabliabmeo t of ne w mechanism 

tor mood tnry and f inancial coopora ti on among t he members of 

the United Nations , the ~oard is no longer neceseary as an 

ins t rument of financial collaboration. 
therefore 
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Ther efore the Chinese Govero.11ent propoeea the following: 

(l) That the St abilization Board of China shall liqui­

date ite affail'8 as soon as practicable , it being understood 

that the Board as now constituted shall continue to func tion 

for such time ae necessary for the purpose of effecting final 

liquida t1 on. 

(2) Tha t , if agreeaole to the United States iloYemment , 

tbe Treasury's general liceneee, such ae number 75, be 

amended appropriately. 

In this connection I wieh t o expreee the great appre­

ciation of the Cbineee GoYernment tor the cooperation of the 

't reasury and of the ~'ederal Reserve Bank and also of the 

American 08 t1 onals ·•ho have served so effoc t1 vely on the Board • 

B. B. .t'UIG 
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Novamber }0, 194} 
11:57 a.m . 

.... was talking to me today about your ..•. 

Slogan? 

•... slogan, so I ' m coming back at you because 
a promise is a p romise. 

Good. 

What have you go t? 

'.1ell, right here i n the middle ot a mee ting .. .. 

Oh • 

.... ot New Yorkers and advertising p eopla .... 

Do you want to talk to me atter lunch? 

No sir. I'd just as soon tell you right now. 
welve discussed it. That's what we're discussing 
here. 

Yeah. 

And I think our judgment all is on "Let.' s all 
back the at tack 11 • 

\~ell , it's all right with me as long as "Let's all 1 

is kept in small l etters. 

I undaretand that. 

Ia tha t aJ.l right wi t l: the boy a? 

Yes, air. That's all right with the boys. 

Well, you can go ahead. 

'nell, that's on -- we're on our way . That's 
ot'ticial. 

Right. 

Thank you, sir. 

You 1 re welcome. 

Bye. 
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DF.FEHMENTS 

Present: Mr. Gaston 
J,!r , Thompson 

H.H. JR: Go ahead. 

Nove.mber 30, 1943 
12:30 p.m. 

Yh. THOMPSON : I was up at the Appropriation Com­
mittee yesterday for a couple of hours, 

H. !.{, JR: I am leaving Friday n i~ht to be gone for a 
week. I am just tel ling you. 

l.!k , TI!OlAPSJN: You want to tale this on before t hen? 

H.M.JR: I am saying, I am going away Fr iday night 
for a week. 

MR. THOMPSON: I am all t•eady. I have his state­
ment and Fred Smith has just clea.red. 

H.H.JR: I f you want to do it Friday morning, it is 
all right 1d th me. 

ldk. THOMPOON : Friday or Thursday either. 

H.M.JR: Thursday I made a couple of appointments . 
You had better tel l them outside . 

228 -

MR. THOMPOON : !.lr. Ludlow and the members ot the 
Commit t ee were very complimentary over your deferment policy. 

H.M. JR: Wer e they? 

MR. THOMPSON: They thought it was amazing, with a 
Department as large as the Treasury, tuat we had so few 
deferments. 
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H.H.JR: You know, the thing that surprises me - just 
to digress a minute - the Senators nave thrown up the 
ghost on the sales tax. 

J.IR. GASTON : Have they? 

li.M.JR: Yes. Let me see this a minute. (The Secre­
tary reads edi tori&~ from the Eveninff Star, dated November 
30, 1943, entitl ed Senators Seemed nrmpFesaed by Tax 
Boost Plea. '' ) 

228 

/.IK. GAS TOll : Is he more or less poison than he usually 
i s? 

H.M.JR: Less poison - much l e sa . (The Secretary hands 
editorial to llr. Gaston .) 

UR. GASTON : Well, that is h1Pocritical rot, anyway. 
(Handa editorial to Mr. Thompson . ) 

H.11.JR: Yes, but the answer ia a little less poison. 

And this is better. This is sales tax stuff (referring 
to editorial eoti tled "Congress Can Tax, " from the Evening 
Star, dated November 30, 1a4~ 

And this is very funny . (The Secretary hands cartoon 
from the ~vening Star of November 30, 1943, to Ur. Gaston.) 

I don' t see where t nese boys are going to get. Here 
they have thrown up the sponge already. (Editorial entitled 
"llevenue Now and Later, " from the Nns , dated November 30, 
1943, handed to Mr. Gaston . ) ----

This is a proposal t hat the hotels have. They want to 
duplioate their maintenance, their operating expenses, as 
a reserve after the war - charge it all as current expense. 
(Article anti tled "Senators Won't Include Sales Tax in House 
Bill, " from the News , dated November 30, 1943, handed to 
ir, Gaston . ) ----

Now, (to Ur . Thompson) I will do yours. 
l4R. THOllPS)N : They are coming in - quite a good many. 
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H.M. JR: Tripp. Jc 
f"c" 

MR. TI!011PSJN : JJac says he j ust can 't release him. 
He is defini tely needed t here. 

H.M. JR: That is all right. This is Perry C. Tr ipp, 
Procurement Divis i on. How many months is this? 

~IH . THOMPSON : They are all for six months . That is 
t he limit on the deferment. 

(The Secretary signed deferment application of 
Percy C. Tripp. ) 

.m. THOI.!P:PN: Tnis man has Just finished six months 
and he is up for another six months . 

H.¥.. JR: John W. Flatley, Chief of Contrac t and 
Purchase Branch, Procurement Division . 

11H. Tl!OMPSJN: He won't be taken for full service. 
He has a flare in one eye wilich 11ould m.ake him only 
available for limited service . 

II .U. JR: But you think he ia pret ty good? 

U THOMPSON : He is excellent . I dealt witl1 him 
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on t nia \\'estern Newspaper matter. lie is a hundred percent . 

H.~ .JR : well, that 11asn ' t so hot • 

.nt. THCUPs:>N : I mean in t he investigation of re­
negotiation . 

II .!.I. JR: John W. Flatley, O.K. (The Secretary signed 
deferment appl icat ion of John W. Flatley. ) 

v.ho is V.ilson? 

MR. THOMPSON : Director of Personnel; a member of the 
Commi ttee. 
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H.r.! . JR: Why doesn't he come in here? 

i.ffi, THOMPSON : 
him. 

I WJ. ll have him in if you would like 

(The Secretary asks the ope1•ator for Ted ~1ilson in 
:<orman Thompson's office . ) 

lilt. THOJ.IPSOH : This fellow ia rather youne, but he 
is an engraver in the Bureau and we can' t replace bim. 

" 
H. &. Jh: PhotoJrapher , K. C. Wiram. He is an appren-

tice en,;raver . 

!AI{. GAS'!'~ : That doesn 't mean a great deal. It means 
he hasn ' t served the ful l time. •e juat can't replace him. 

~If{ . TIIOMPs:JN : We just can' t replace him. Ur. Hall 
said that is the ~orat situation he has in the bureau of 
Engraving. Four or five engravers and no way in the •rorl d 
to replace them. 

H.M.JR: O. K. He is rather young. (The Secretary 
signed defennent application of K. C. Wi ram. ) 

All right. 
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J.!R. TIIO:.!P9:l!i : He is the youngest one we have deferred, 
but considering the job he has, it i s all right. 

Here is a narcotic agent who has about fifteen or 
twenty court cases pending and Analinger says if they take 
him in he wi ll be out six months in these court cases . 
Mr. Le~hy, the Chairman of the District of Columb~a 
Selective Service System thinks we should defer hllD. 

MR. GASTON : That is the local man here . 

H.M.JR: Leroy w. Morrison, Narcot ic Agent. 

LIR. GAS'IDN : He ia the agent in charge? 
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t.IR . THO!.!PSJN : Yes. I think it is a good case. 

MR. GASTON: I think so. Leahy is very tough. 

ll.J.I. JR: Who is he? 

tilt. THOl!PSCfi: Chairman of the District of Columbia. 

H. L JR: How do you know he favora that? 

!.!h. Tt.Ol.!PSJN : Mr. Anslinger c(J)tacted him. 

H. W. JR: O. K. (The Secretary signed deferment apoli-
cation of Leroy '*· "llorri son . ) -

!iii. THOIJPSJN : Here is a plate printer. The first 
plate printer we have had. 

H.!,[.JR: Charles F. Schoepflin, a plate printer. Why 
doesn ' t t hat come to me the way the others do? 

~!h . THOMPSJN: They had prepared a letter which was 
initial ed. 

H.~ .JR : Are we short on plate printers? 

Mit. ThO'JPSrn : Yes, sir; not quite aa bad as the 
engravers, but they can ' t find any. 

H.li . JR: AJ.l right. (The Secretary signee deferment 
application of Charles F. Schoepfl in.) 

These are all six months . 

Mh. THOMPSJN : There is Dan Hell ' s top man in t he 
Chioago organization. He is a technical man. 

H. IL JR : Orville M. Trave r - you t hink ao, too? 

~k. THOMPSON : Yes . Dan thinks it would be fatal to 

lose him. 

232 
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H.M. JR: . O.K. lThe Secretary signed deferm nt 1· 
tion of vrvillB M. Traver. } e app lea-

l am get t ing very soft-hearted. I hope not soft­
neaded! 

J.fi<, THOMP&IN: V/ell, I think all these fellows are 
important. 

Tnat man, ramer Irey says, is investigating the tax 
case down in Texas that you know about. 

H.U.JR: Elmer C. Werner. 

".lrl . GASTON : He is on tbe Roop thing. 

H.J!. JR: A. contractor. Is tnis the second one? I 
thought on e had been drafted on t hat. 

•Alt . THOMPSON: No, there v.as one who had been drafted, 
and the Draft Board changed hls positi on. That is another one . 

H.1L JR: All r ight. (The Secretary signed deferment 
application of Elmer C. Werner. ) 

Do you fellows turn any down before they come to me? 

~. ~HOUPSON : Yes, sir. I turned hlmer Irey down on 
one this morning. 

H.M.JR: All right . Laurie W. Tomlinson, Chief Fiel d 
Deputy of Florida Collection , Bureau of Internal Revenue. 

Thia ie not on the key list . (heading) "Mr. Tomlinson 
is thirty- five years old and n:arried, v.ith two children. " 
Why do I get it if he is not on tbe list? 

t.!X . GASTON : He is Chief Deputy under Jack Faha, in 
Jacksonville . They don ' t Know where to get a man to take 
his plo.oe . 

H.M. JR: How about putting him on the key list? 
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MR. TliOJ.!PSON : Thia woul d automatically go through the 
Committee and t hey would put him on the key l ist at the t ime 
of deferment . We cpuld :vut it up that way if you prefer 
to h~ve him on the key l1st first. But in vi ew of the fact 
that they are getting in 1-A and subjeot to call, Barnett 
suggested we submit them. 

H.M.JR: Do you r eally think t his fellow ought to be 
in? 

l.lR. Tl-O!!PS)N : I think so. 
and he sends them to the Board. 

, .. 
ooe send them through Barnett, 

H.U. JR: O.K. on this . (The Secretary signed deferment 
application of Laurie W. Tomlinson. ) 

Did ) OU say the Committee was complimentary? 

MR. TliOt.!PSON: Yes, very complimentary. 

H.MJR: Lawyers? 

Ilk. THO!APSON : Taber, Ludlow, Mahon, O'Neal, and 
Dworsbak, I think, from Idaho. Two Republicans and three 
De111oora ta. 

H.L!. JR: How about lawyers? 

J.1R. THO!JPSVtl : It na just a general question of defer­
ment . 

ll .I.I. JR: John S. Richards , Assistant Director of 
Enforcement, Foreign Funds, married, two children. 

MH. THOMPSON: He was on Peble' s suggestion . He is the 
last one of his l ist. 

ll .M. JR: Is he? 

MK. THOMPSON : Yes. 

H.M. JR: Think i t is important ? 
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MH. THOMPSON: We!!, I think so. You just can ' t 
replace t nese fe!lowa . 

H.M. JR: How do t hesemen feel about it themsel ves? 

MR. TIIOidPSON : They are all willing to stay on if we 
"ant them to stay on. 

H .~ .JR: O.K. (The Secretary signed defe~ent apoli-
cation of John S. Richards.) • 
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~Ill. GJ.STQ;{: Vihen you get a man in hl s middle thirties 
wi th a family - don't many of thmn feel that they are under 
obligations, possibly. 

MR THOMPSON : There are three more plate printers 
comin~ through . Do you want t hem to come to you? 

H.L! . JR: You bring them to me. 

!.!lt. T1IOL!PSON : Jll r ight sir. 

H .~ .JR : I want to be able to say, honestly, I con­
sider every one ·myself, 

Mk. TH~APSUN : I tol d the Co~~ttee; they wanted t~ know 
i f you consider them. I told them the practice here ano they 
were very much pleased. 

H.U.JR: I do every one myself. 

!JR. THOMPSJN: Yes, sir. 
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~~ , · b ..... 
November 30, 19~3 
} :~5 p. m. 

Harry? 

Henry? 

How are ;you? 

How are ;you feeling? 

Fine. I ' m calling ;you up on a personal matter. 

All right. 

I thougnt you'd like to know that one or ;your 
tellow townsmen trom Richmond, Colonel Reid .... 

Yeah. 

••.. is the head or the Second Cavalry and I was 
down t here Tnanksg1 ving Day with my bo;y who is 
one ot his Lieutenants. 

Uh huh. 

And he wanted to be particularly remembered to 
;you. 

That's tine. He ' s the son or one or the best 
friends I've go t. 

And when I was up there the other da;y , there 
were so man;y people around •... 

Yeah • 

•... I didn't have a chance to talk to ;you 
personally. 

Tbat 's tine, Henry. It certainly was nice or 
;you to call me. You handled your self tine 
before the Committee. 

Well ••. . 

(Laughs) 

t ;you t hat's ouite a oomoliment. . . • • rom 

Well, ;you did. You handled 1 t all right . 
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According to the newspaper s you 1 ve kind ot thrown 
uo the sponge on the sales tax. 

Well , I don 't reckon there's any hope ot i t. Do 
you think eo? 

HHJr: No. 

B: (Laughs) 

!IMJr: (Laughs) 

B: It I thou~ht we could get it throueh, I'd tight 
but I don t see much use ot fighting Just tor 
nothing. 

~~Jr : Well, did they quote you correctly? 

8: Well, I - - I didn' t see it. What di d they say? 

!>~!Jr : Well, in tonight's "a pers they quoted you and 
Vandenberg as deciding it wasn't worth fighting 
tor. 

8: 

HMJr: 

3: 

Hv.Jr: 

3: 

h1!Jr: 

8: 

HllJr: 

8: 

HMJr: 

B: 

~I ell , I think it ' s about right. I -- I d1dn ' t 
eay that . I don 't-- don't tell anybody that 
but I reckon that's a fact, I think. 

Yeah. Well , you peool e were very nice to me 
yesterday. 

Yeah, you handled yourself well. 

Well, thank you. 

Henry , thank you tor oallln& me and I '11 tell 
hie father- t hat you called. 

Yes, well, he's a very tine officer and I'~ 
del i ghted that Henry's serving under him. 

Yeah. Tha t's good. 

Righ t . 

Your boy's under him? 'ilell , that ' e tine. 

Yeah, he 's a •• . . 

I'll tell his rather that. 
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l!l!Jr: He' e a Second Lieutenant 1n hie Regiment. 

s : Uh huh. Fine. '!hank you, Henry. 

f!MJr: Bye. 

B: Good bye • . 

• 

J 
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<:) Secre~rr'a ideas for newsreel aa dic­

tated bf him to Gamble and Smith. 
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I.n the twelve months endinp June 30 , 1944 , the 

Federal Government ?loul d incur a debt of ~57 billion . 

In lhls situation , if we pay l.n taxes any less than 

we can n011 afrord t o pay , we s hould b11 unfair to those 

v.ho must face the accurnulat~d blll after the war has 

been f ourht and v: on . \'.'e sr.all be do!nr a part icularly 

grca t injustice to t he IT\ en r.ho arr f lr,J.t inr our battles 

on foreirn soil . ·::e shall nllt only be askinr; u .e 

10 million member s of the arned ~orces to rive tre 

most Important ;;ears of the i r lives to ri r,ht the WP.r . 

':le shall also be reqnirinp them as a large body of 

future taxpayers to pay in taxes after the wu what 

'118 could and sJ,ould have pe. id r:hile t hey were f! f'hting . 

Lel us bear in mind tl.at sn essential part of firhting 

a war is paying for i.t in the rlpl.t v1ay , at .the right 

tl:ne . There is no escare f rou the r.r s t o~ war . It 
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is 8 (;l"Pal falla cy to S\tp!'ose that v.e Cfln fi.[M his tory's 

greatest •nar t o save what we hold nost dear without 

flnan o\o.l sa.crifice . 
Inevl tably wn sl.nll experience 

much grea t er financial sAcrifi ce than we have thus fa r . 

Taxati on now , dur ing the v:ar , iA thn easiest way to pay 

for l!.o war . 
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\ilth e $57 billion defi.ci t , ·it means that f rom 

now •mtil t he firs t of July tho Government Is s rend iny 

$5 b1 1ll on more each month thnr> it r.ollects , l'l'hat we 

can ' t ret t hroueh increased taxes, we have rot to borrow. 

This neans tha t 1t"' are srcndinr: :;s billion more a 

M~nu. ll.an we take in . Unless .7e ret lncrea~ed taxes 

11e will have to raise it all tl.rOHfh borrowi '1£. 
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Total expenditures of the Government for the fiscal 

year 1944, ending next June 30, will amount to 98 billion 

dollars . This is 8 billion less than we expected to spend . 

In taxes we will get about 41 billions instead of 38 billions 

that we previously expect ed . These changes, added together, 

will reduce our previously expected deficit from 68 billions 

to 57 billions for the fiscal year 1944. This reduction is 

!Bportant, but it does not change our need t o get all the 

coney we can through t axes and War Bonds. With our war 

continuing to coat a total of over eight billion aollars 

a month , we must continue our all-out effort to raise huge 

sums. 

The new budget reduction doe s not affect, in signifi cant 

degree, the inflationary dangers that face ua . It is a 

great fallacy to suppose that we can fight hist ory 's great­

est war to save what we hold most dear without financial 

sacrifice. It ill better to make the f inancial sacrifice 

today, by buying Bonds, than to wait until inflation over­

takes ua and demands a greater financialaacrifice over 

which we have no control . 
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Recentl7 there hAs been a great deal of discussion about 

the ArtAY aDd Na"Y reducing our need for taxes, b7 turning back 

huge amounts of mone7 t o the Treasur,y. These reports have 

been misunderstood, s 3 yp uuhd. 

During the twelve months ending June 30, 1944, the 

Federal Government will have i~ a debt of $57 billion~~. 

This means that we are spending $5 billion more a month than 
A 

we take in. Unless we get increased taxes we will have to 

raise it all through borrowing. 

In this situation, if we p~ in new taxes anr less than 

we can now afford to pay, we should be unfair to those who must 

face the accumulated bill after the war has been fought and 

won. We shall be doing a particularly great injustice to tho 

men who are fighting our battles on foreign soil. ( we ol!all 

not onl1 ha uklJJ& the 10 milli-bffw of the arm:ed-i~r~• 

~o gin t b e moe~ imperhllt. ;ye1ln-'Or-the1r li'l'es to fight the 

wu We eii!W:l a-. btrequiring them as a urge body of future 

taxpayers to pt.1 in taxes after the war what we could and should 

have paid while the7 were fighting • 

. for tba war,:. -
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Recently there bas been a great deal or discussion about 

the Army and Navy reduci ng our need for taxes, by turni ng back 

buse amounts of money to the Treasury. These reports have 

been misunderstood. 

During the twelve months endiliG June 30 , 1944, the Federal 

Government vnll beve incurred s debt of t57 billion. This means 

'hat we ere s pending about ;5 billion mor e a month than we take 

1n. Unless we get increased war taxes we will heve to r aise it 

t hrough borrowing. 5To'P 
In tbi.e eituation , if we pay in new t axes any less than we · 

oan now afford to pay , we should be unfai r t o those who must 

face the accumulated bill aft er t he war has been fought and won. 

We shell be cloing a particularly greet in jus tice to t he men who 

er e fighting our battles on foreign soil, by requiring them, as 

a large body of future taxpayers to pay in t axes after the war 

whet we could and should have paid while t hey were fighting • 

• 

•• 
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!REASDRI BU'§ 

~ J!qy, 26 HPY, 18 !lgy. 12 

.~mount ottorecl ••••• 0 0 0 0 0 0 0 0 • $1,000 II $1,000 II $1,000 II $1,090 II 

Bids tondorecl ............... ,/ 1, 544 v 1,622 1,222 1,247 

Accepted at fixed rate •• 0 0 •• 64 78 74 76 

lc• rate •. o o •••••••••• • o •• o. 
,2'fl1, -~ .2m ,.)4()% 

rate •••••••.••••••••••• .376 .)76 .376 .376 

horage rote ••••••• 0 ••••• 0 •• .375 .376 .375 .3757 

$690 II $684 II $627 II $642 II 

llO 75 129 129 

Amount in San hanoioco ..... 59 81 64 74 

Amo\Dlt in balance or oountcy. 141 160 180 155 
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Office of th8 &4m1n1atre t1ve 
Aeelotont to the Soorotary 

To Staff Membera, and 

Waablngton 

NoveDbor 30, 1943 

Hooda of Bureaua, O!flcoe and Dtvlalono, 

Mr. Cherleo r. Shaeffer boo boon dool~otod by 
tho Socrotnry to be Director of Public Rolatl ono, 
oucooedl ng Mr. Cbarleo Scbwro who bao r oUnqulabed 
thlo poet to j oin the mili tary oervlco, All outhorlty, 
tunct l ona, and dutl ea her etofore veotod In end directed 
by Mr. Schvorc bevo been tranoferred and delt~ted b7 
the Secr. t ary to Mr; Shaeffer •• Director of Publ ic 
Rel etlona. Mr. Shaeffer vlll perfora blo official 
dutleo under the ~neral ounervlalon of Mr, ired Smith, 
Aoolotant to tho Secretary; to vhom ho vlll roport 
dlrooti¥ . 

I t Ia tho 8eer etary1a l notructlon thnt no otate­
m0nte , tormell y or informally• aro to be ~tvon to aembara 
of tho Prete vlthout eleeranco throu~ Mr, Shaeffer, 
Dtrootor of Publ ic Relatlont, or In hlo abtonoo, t hrough 
Mr , Dillon of hit office. 

"· ll. 'IIIDM2SOll 
Admlnl atratlvo Aoolotent 

to tho Soorot ar,r. 
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lftMrudua to The l'l'tllatnta 

I think rou .. 1 wlah to alee the attached letter , 

or aoaethlng l n thla nln, tor Jot lflarpiiJ who h re­

tiring on aoooaat of 111 health after ha•ing been in 

the Seoret Str.loe alnoe 1agg and on the Prealdentlal 

detail froa f. lo'l tlat UDtll ht bee&Dt A11i1tant 

Chief. You of oourae know Joe •err well. Be ia a 

tint peraoa aa4 I thlak 4eaerYel auoh a letter. 

(llpell) 11. MorpaU..a, Jr. 

Seoreta1'7 of the Trea•UJ'1· 
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Dear Jo1J 

I learn tbat reu are ret lrlag alter a career 
of aearlt fortr-tin r•ar• ln the Seel'lt Senice, 
a •Jor part .t •hllh bat btu anotM te t ii&I'Ung 
............ 1•• Prl•l•••t•· 

iula •f ., ,.. ..... 1101'1, I aa 1111'1, felt th• 
......... of panoul vat1t.a. to JOD that I feel. 
fh1 aa.i~bll OI'£&Disatloa that ~otiODI 10 •ell 
to lneDI'I the aaf•tr of the Prea14ent in office l e, 
I kao•, la larp part the fruit of JODI' u11adag 
ltal .. a ... ouoa. 1 now UIO th• veat .. u .. uon 
la wbleb rou ar• bela b7 t ho•• who h••• worke4 with 
JOU 1a the pl'lllllt u4 pHIMlq llt.1t1 iloll .. Detalle. 
It b ••t ele41aut t11ti111111J' to JODI' work ua ••r-

•h•· 
Yo• ban aplt .. ra.a th• eltatlon wbteh I aa 

prl•llec .. to ,1••' Well ao••· 

.. - Sln .. r•lJ r our friena, 

lb'. Je11tb L ...,., 
111htul Chief 
Unltel St&\11 Se•r•t S~lee 

2~8 
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NoTember 30, 1943 

11,y dear l.lr. Ambu a ad or: 

Thank 70u so much !or 70ur 
letter o! NoTember 25th, informlng 
me o! how m&nT r ifles England had 
on hand at the tiae o! Dunkirk. 

Sincerel7 7oura, 

(lip f) B. VI i'*&Ma, l1. 

Ria Excelleno7, 
The Britiah Aabaeaador, 
Washington, D.C . 

CO N FI DENTIAL 
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BRITISH EMBASSY 
WASHINGTON. D. C. 

252 

Novembe r 25t h, 1c43 • 

•• ,. dear r:orgenthau , 

~ly militar y people tell r>e that 

t hey have enquired f r om ~r,land recardinP- the 

ntt~ber of rifles i n ~ngland at th~ t1n~ of 

Dunkir k and find that t he total at that t lme 

was 700, 000. 

Y011rs sincerely, 

hn Honourable 
'lenry '!orgenthau, Jr . , 

3ecretary of the Tr easury , 
•vashine t on , o.c. 

flct f../... t 
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-
TREASURY DEPARTMENT 

PROCUREMENT DIVISION 

. ... .,. loo THI Dl~ WASHINGTON 

• J 

- i 
November 30, 1943 

l.!EI:ORANIJU11 TO 1'llE SECR!.TARY: 

Ther e is submitted herewith the weekly r epor t 

of Lend-Lease purchases . 

\', e are cooperet in;:: ~-i th l.ryy .ncincers in t'le 

acquisition of used equipment for the cool mining 

pro ject i n the United KinL;<lom. Some of this equip­

men t will be available from U. S. Lngineers ' stor es 

of r econditioned used equipment . 

The program r1il l involve the purchase of 250 

cra~lor shovels ana drive lines and 100 large 

tractors r.i th scrapers . 

~n IJ:-r-acr 
o· ec or of Procurement 
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v 
1.1') 

N 
... 
. ' !lEND- LEASE 

'tREASURY D:!:PARTU:IIT, PRXUREU:!i'l' DIVISION • J 
• STATEL'E!l'i' OF ALLa:A'i'IO:.s, Ct,LIGA'i'IO;;s (PURCHASES) A.IIO 

- DELI\1:RIZS TO fo'-.REIG:: G0VE?'"'U:::'i'S AT l. S. •ORTS 
AS ot• llvVKUBER 24, 1943 

) (In ~llions of Dollars) 

' , 

' . 
' ) 

Administrative 
Total U. K. Russia Chins. Ex12enses 

Allocations $3974.9 
(3974. 6) 

$1977.1 
(197'• . 1) 

$1558.2 
(1558.2) 

~109 .8 
(109 .8) 

$11.0 
(11.0) 

Purchase Author i za- f324d .4 ~1710 .0 ~12'il8 . 3 ~44.1 
tiona (Requisitions) 3253 .8) 1713. 7) 1305 .2) 43 .8) 

Requisitions Cleared 
for Purchase 

$3166 .6 
(3158 .2) 

fl666 .4 
16cl2 . 7) 

t 1278 .7 
1280.8) 

$43 .6 
$43.4) 

Obligations 
{Purchases) 

$3042.3 
{3040. 5) 

Jl631. 7 
{1631.3) 

$12211 .7 
{122':! .6) 

(43. 5 
43.3) 

$8 .5 
{8.4) 

Deliveries to Foreign f1491.9 i lo28.6 $422.4 r 19.8 
Governments at 0. S. 1464. 7) 1010.9) { 412.9) 19 .8) 
Ports* 

*Deliveries to foreign governments s.t u. S. Por ts do not include the 
tonnage that is either in storage, "in- transit" storage, or in the 
port ares. for which actual receipts have not been received f r om the 
foreign Governments . 

lliscellaneous & 
Undistributed 

$318.8 
(318. 5) 

~196 .0 
1\:Jl.l) 

~177 .9 
(171.3) 

$128.9 
{127 .9) 

t21.1 
21.1) 

Note : Figures in parentheses are those shown on report of November 17, 1943 . 
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EXPLANATION OF DIFYERE!iCES . 

The reductions in Purchase Authorizations, 

and Requisi tions Cleared are a result of adjust­

ments of requisitions to actual contracts. 
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.. 

t-~0z 
--, I FOREIGN ECX>NOMJC ADMINISTRATION 

I~ I - V } OfF1a: <W 1J£ ADMINIST1tATOR 

WASHINCroN 25, D. C. 

NOV 30 1943 

., 4Mr Ill'. Secrwta%7' 

I Ia-.. ......,. with cr-t car. t.be 1ulua7t10. 
oent to the Pruident ot ll>ftaber ', 1H5, reo: •• nc 
thet w rw _, .... our pollciu ot !And-lAue eaaiat.eDce 
to the rr.noh, with a n- to placlDc the entire IJI'Oer&a 
with thea 011 a ceah rwial:lura4b.le beaia. 

I wieh to iotono 1011 thet w he .. cinn th1e I 
•tter our aloseat conaideration and thet w concur in 
the fl&n&ral polley outlined in JOOZ -rendwa to the 
Prwei~nt. le an prepared theratore to Join with 1t1r1 
1n preeantinf! th1e poaitiOII to the Secretary or State 
at an appropriate time. 

Verr eillC<Ire~ y<Nra, 

' j 

I - , I , _/--~-c-.~-----< 
t.o T • CroWlq 

Bonorab.le illoDI'1 llorpntllau. Jl'. 
S.cret&l7 ot the Tl'aUUJ7 
•ahiDfltOII 2:&, D. c. 

, ­
j 
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·-- 2), 1'.10. 

Ill, WHlftt 

lepr41zlc "'- ItallaD llhlpe Sa llpq1& ~' 
I haft talb4 to C .,_. lhlU• ot the ·"7• 'IIIIo in 
wn bu talb4 to ......-1 other ottioen - the.. 
!be)'·~ got the requeot. to t.alte- the• 
olllpe in abo< t. the - - "" ... cot. u. I ukecl 
bJa 1t be -.14 l et. .. Dc>w wheth• atr 110' the~ 
lo ao~ int.ereet.eo! in pt.t.izlc tho *lpe, IIDd 1t 
tlt.,. an, haft u..,. the r-te wUh whiob t.o boi7 th•. 
a. •14 he ...... u..,. 1184 the halo IIDd 000114 bu7 
th• 1t the la"7 w.nt.e4 t.o pt th• tatr ~ -­
Sa thc>H .t...e. 

Be pr..,H4 t.o to1k to the "hlcb..,.IIJIII" aD4 
lot. • e m"" b.,. the la"7 folt. a'baut. lt. 

- ' .J• 
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bRifiSR MOST SECRlr 
u.s. sr.eru:r 

OPrtt !lo, 392 

276 

COPY NO.~ 

Infomn~ion r ooeivod up ~o lO A.U., 30 th Novvmbor, l9t.:i . 

l . Nt.YAL 

.'. Froneh sulm~rlne l.orvedood n .. ,000 ton ship off TOJLON on 

Z)rd. B~~'"'"" l4th r.nd 18th ono of .r .•t. Sul=rinus snnk J C.Uquoo and a ~· 

Schoonor in th-> ,\:.G~\!l. On 22nd r.noth•r or ll.ll . Subaarine3 GMk " nouHur 

dock in ~h• Northern •. £Gi:.\tl. On ?loth onw U-bollt wao sunk and another 

poocibly ounk b/ P.ussian 1mrsl!ip.1 off the KQLJ, t:lL~.;. 

2 . J.IILiro~RY 

r·rALY. 8th ~~my . In t.h~ co:~atr~ uoc~r our t.roopc havo 

ndvRnoou one t.o tv.o oiha on "· ftvo mil• front •md ho:N c&ptur od thu villuso 

o.f 1-IOZ~.CRO~IO . S t=onc !lob1lo forccn nr' vn&••a ><l ln cle!U'ine the ·moi\Y 

from tho ridgv runnlnl' sou~ht~oot !roo t'OSS .. Cil:SI". 

J . t.ll\ OP~R;. rTO.IS 

r:;:sr.;:p:; ffiO<,r. ?9th . 163 .ccprt-><' l'ort.Nor.cs ou' or 361 

dJ&(Xltchod ' ropp.>d l.fJ9 tons on ~.-ll wlth unobs~rvod rooult.:l - 1) Fortr<.oao.r 

""~ 16 Flght<1ra oissin~. Socort • .! !.l ruudura drop!>><! 71 tons on Clllo'I!W! 

' lrfL1d end typhoon l>omboro n~tD.ck"" !lOOfi:;?;JJ,, nirfl.lld . 29th/)Oth . L7 

r.ircrd~ d>np,~ob.ld- OOCHUM, OOI.lS•LOOf<l' >tnd COLQr.NC, 211!onquitouo; 

,•,,\IJ"T'ICH , l Fortrvso; Leui'l•t• 17l Iul.rud.>r• 8. 

~· 27th. Ui~chollo droppod 26 tonu on ~Rro CLYirANOVk , 

•ou th of l.tiCONt •• 

28~h . )g oJacort.oJ Llb4.r'"' toru '.t..tnek;O.Id !:.. viaduc:t. r.t DOOl,A, 

60 :oiLs north-nort!l "est of rRIGSr~. 

YOCOSL.<IIII.. On nth .•n~ 28th o to~.! of 123 <'edi~ Lo:ll.vra 

•tt·c~ xl objJC~ivoo <.t SI&.::nK, l/J ,f.()V!ITh Md ~. !'.,. 
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