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HMJr: 

1'\!Jr: 

B: 

'ili.Jr : 

B: 

HJIJr: 

B: 

HMJr: 

8 : 

HMJr: 

B: 

HMJr: 

B: 

HMJr: 

B: 

ffl!Jr: 

B: 

'!MJr: 

B: 

HMJr: 

Hello . 

l4r. Secretary. 

Yes. 

February 20, 19~2 
10:23 a . m. 

Is there some t hing I oan ~c tor you? 

I think there is . Is Or ace coming in th1e 
mo r ni ng? 

Oh , ah~ ' • in; but she ' s over e t the house right 
now. 

Well , I wonder if you could get this meeeage , 
because I'd like to get e clearPnce it oosP1bl~. 

Uh huh. 

Before lunch. 

Uh huh. 

Have you go t a pencil? 

Yes, eir. 

I 1 ve aeJo.ed !:r . Sumner Pike ..... 

Yee • 

•. ... or SEC . .... 

Uh huh . 

. ... . whether he would take cha rge or the- and 
r un - th~ Aniline Pye Cor porat i on tor me. 

Uh huh. 

Hello. He' d like t o do i t very much. 

Uh huh. 

But bef or e resigni ng rrom the SEC to do thi s , 

v 
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B: 

HMJr: 

B: 

HMJr: 

B: 

IO'.Jr: 

- -. 

- 2 -

he'd Juat 1111:~ to llnow that 1t ... u w1 th the 
Prea1dent'a approYal. 

Uh huh. All r1&ht. 

He'd like to do 1t ••r1 auoh, and I'a Ye~ anx1oua 
to h.aYe hla do 1 t. 

All r1aht. Well, I'll set en answer tor you ae 
aoon ae I oan. 

Would you, pleaae? 

Yea, air. 

!bank you. 
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, ..... ., 20, 1,_, 
lOt~ •••• 

..,r, lleUo. 

WlUlu C. 
lallltt: lello. 

IIII.Jr: lt111. 

81 Bello, llellrr. 

IIIIJr: Row ere rout 

8: Plne, bow ere rout 

RMJr: I ree4 7our letter reeteP4&J. 

81 Ieah. 

IIII.Jr: .Ao4 I Jaet wante4 to -.plS...t 7011 oo u. 
81 

RMJr: 

8 1 

BlUr: 

8 1 

.rr: 

II 

BlUrt 

(l.euehe) Iou appro•e4 ot U, 41d r out 

Well, I - rou kDow tlbere I etood wen 7011 
eeke4 ae or1&1DP11J. 

Iee. 

AD4 I'e •el'7 ~ rou 414 U at thle t1ae tor 
POI')'bo4J Wo P 1nYohe4. 

Well, U.t'e tlne, Be11J7. I'e 4el1Pte4. 

le•uee 1t •• • aoo4 lener, and 1t belped ue 
1n wbet we're '1'71111 to do. 

Well, wbat I tbouaht •• til&t I'd tl'7 to 4eY1ee 
one tbet wean't ao1, to burt ellJbo47'• teellna• 
u4 ••n' t plq to ook ae 1t there •• erq­
thlq eore 1n 1 t tilaD eet the ere. 

Jl1pt. low, \be hDDJ thlftl le, rou mow, we 
.._eete4 til&t thPJ re1Mee tbe lener. 

Iee. 

And lleolt bae not ret releeee4 u. 

' 3 
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I I 

1111Jr1 

II 

RX.Jr1 

1 : 

IDIJr: 

1: 

lDIJr: 

:-:;-- . 
- I -

Well, -· l'U cell ,... l _. ..U.e4 '1P 
rooh1'611 ll.r. l UltK ldo ... lo "''"••oa, l'•• .... •t ldll. 
loU. 

AM bo oal4 to •• oa• fOil Mil •4o ~t 0111-
•••Uoa w 4o Cllat, &114 414 l baYO a111 obJooUoe 
w l t bolftl Hl•H4; ... l oal4 oorv.llllr l 
bll4 DO obJootloa w tile *• bo1DI roloaoo4 

at -·· 
loU. lfoll, I ** vo'U 1•t &boa w reloaoe 
l t W4lq booauoo I &b1llk tor 10111" u.ko, l & 
Uoa14 bo roloaoo4. 

leah. 

'full. 

ror 7ov u.ko. 

II WoU, &bore we oro. BOilrf. 

1D1Jr1 

II 

a.Jrl 

1 : 

a.Jr: 

8 : 

IDIJr: 

teo. 

AN fOG plftl w bo 1o •owo onr &be nek-oD4? 

teo. 

I 14 lo•e w o1& 4oWD wU!l roa tor a r .. 111au& ... 

Well, Wl11 fOil pn .. a r1ftl1 

lou bot. 

atpw. I'd llke w He rou. 

1: &1pw. Gooel-ll.ro. I 111 lot 7011 boW tbeD. 

IDIJr: tballk 7011. 

1 : Goo4-bfo. 
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FNftoU 
11CI4le: 

IIMJJ' I 

81 

IDIJI'I 

81 

IIICJI'I 

8: 

IIICJr : 

8: 

IDIJr : 

8: 

IIICJr: 

8: 

IDI.Jr: 

1 : 

IDIJr: 

1: 

RIIJI' : 

. --
'•w'T 20, 1,-e 10: •••• 

Bello, lloD1'7. 

I Juot wan\o4 ~ tell 1011 \bat ., wife, wbo 
baa loto •oro boroo oeaoo \haft I baYe, MJ• 
I oboal4 10 ~ \bat cUnner llond&J nlpt. 

(J.aQ&be) Well . 

Sbo N7• abe \hlnko 1t1 o a alotake. 

Well, I'll probabl.J boa!' tl'oe 14. Did JOII 
baa!' t'I'08 K4 asunt 

Yoab. 

But I \boqbt I would oen4 wol'd to \ba• tbat 
I'll 'be glad to 10 and au IIbera••• he wanto 
~put ... 

Io lll'e. llol'lentbau go1nc, toot 

Yoab. 

Ieee. 

Yeeb. 

Well, I'll oono14el' U; 'but I don't want to 1t 
I oan balp U. 

Well, I wanted to tel l JOU. I t'oun4 tbat obe'd 
alna41 aooepted. 

Ob, I oee. 

aui ob& \hlnk• tbat I llloal4 10 

All I'J.cbt. B•D1'7. !bank JOII. 

!bank JOII. 
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Francie 
Biddle: 

HMJr: 

B: 

fDIJr: 

B: 

f!MJr : 

B: 

fDIJr : 

B: 

fDIJr : 

B: 

RMJr: 

B: 

fDIJr: 

B: 

RMJr: 

1!: 

fDIJr : 

Hello, Henry. 

Februat7 20, 1942 
10:44 •••. 

I juat wanted to tell J OU that 87 vite, ~o 
baa lots more bores eenee than I haYe, sara 
I ebould go to that dinner Monda)' night. 

(Laugbe) Well . 

She ears abe thlnka it' a a mistake. 

Wel.l, I'll probabl7 bear troll ld. Did .rou 
bear troll lc1 again? 

Ro, I ha•en't. 

Yeah. 

But I tbougbt I would eand word to t hem that 
I'll be glad t o go and eit vbara•er be vente 
to put 118. 

Ia Mre. Morgentbau going, too? 

Yeah. 

I eae. 

Yeah. 

Wall, I'll oone1dar 1 t; but I don' t want to it 
I oan belp it. 

Wall, I wanted to tell JOU. I t ound that she'd 
alraad7 accepted. 

Ob, I aee. 

But abe tbinlte that I ebould go 

All r1gbt, Henry. Thank J OU. 

'f'banlt JOU. 

• 

5 
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TAXES 

Present: Mr. Tarleau 
Mr. Bl ough 
Mr. Paul 
1~r . Sullivan 

February 20, 1942 
10:45 a.m. 

·-

H.Y.JR: Before we go in on our own, somebody 
give me a little thumbnail sketch of last night. 

iO 

MR. PAUL: Well, we - Ur. Doughton and Senator 
George and John Sullivan and I and Stam were there . 
We discussed four points . We first discussed the 
cor~orate tax]?:roblem. We put up to them very ten­
tatlvely a new scheme which we evolved yesterday to 
get verbally around the emotional objection they have 
to a reduction of the credit from ninty-five t o seventy­
five percent . Stam had provisionally indicated his 
acceptance of that in the afternoon. George took 
quite to it . I don't know how much Doughton understood 
it from the conversation last night . 

!AIL SULLIVAN: He didn't . 

!.2!. PAUL: But he didn't i ndicate anything. Ge<rge 
cottoned right to it. George indicated that - one 
thinf that I thought showed good development, that he 
wasn t against the billion dollar corporate tax program. 
In !act, he said that if you are going to raise nine 
billion, about a third of it has to come from the 
corporations . Then we went on to discuss the individual 
program. We didn't discuss any specific rates , but the 
principal item we discussed there was witholding at the 
source, The principal thing we discussed in connection 
with individu81 taxes WAS the control of inflation and 
necessi t y pl us the withholding mechanism. I think 
Dougbton had some douhts about the witholding but 
he centered mostly on whether it was practical and 
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and we assured him that our scheme was, and he 
seemed to aooept that pretty well. George accepted 
it aore than he.(V Then we discussed sales taxes. 

H.K.JR: You don't agree? 

KR. SULLIVAN: No I don't. He !eels Just exactly 
the way they felt up there after that first meeting, 
that you. couldn't w1 thhold from the wage earner 
because you weren't withholding except on a three 
months basis on the provisi?nal fellow and the pro­
visional e~loyer. He didn t feel that way, Randolph. 

KR. PAUL: I thought he did when we said we .were 
going to have the employer withhold from himself every 
three mo.nths. 

IIR. SUlliVAN: No. The reason I know this, Randolph, 
is that he has talked with me about this over the phone 
and other times within the last month, several times. 

MR. PAUL: Well, he talked. privately to you while 
I was talking to George for a while so it might be 
that he said something then_, but I am inclined to 
disagree with rou. I don't think we are going to 
have any t roub e any way. 

MR. SULUVAN : I think we are going to have trouble 
but I think we can win. I think it 18 the moat important 
part of the whole progr&m. · 

MR. PAUL: Then we discussed sales taxes and there 
isn't any doubt that we are going to have some trouble. 
I don't think Mr. Doughten or Kr. George are very strong 
for them but they recognize that there is a strong rress­
ure on the Hill and they indicated that in their op nion 
a reduction of the exemptions, about which we asked their 
opinion, would be aomet.hing in the nature of ~W~al.ternative 
to sales t axes. We discussed excises to some extent. 
The general reaction - some of them were all right. We 
indicated some of them we were thinking of. For in­
stance, increased tax on beer is all right with me. 
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Soae of thea Doughton obJected to and the general 
feeling about excise taxea, well1 if rou haTe got 
to 9an the~~, why not han a a&J.u tax, and I 
don t think we made too auch progreae on .that point. c5/ We finall7 - I had better aay we diacuaaed loop-holea. 
The principal one under a!acuadon - two under dia- -
cuaaion being tax-exempta and they a aid we wouldn't · 
~oaalbl7 gat that through their committees. Second, 
Joint returna and there DoQghton brought back the 
whole conTeraation--

liR. SIJU.IV.AN: he really got waraed up then. 

liR. PAUL: He got warmed up at that point. 

H.K. JR: Which wa7la ha? 

liR. SULUV.AN : Anti-Pruident, anti-Rayburn, 
anti-KcCol'IUck. 

MR. PAUL: He doesn't want the earned income 
exemition from the individual tax. be indicated, 
for natance, that by God he wasn't going to have 
any aalea taxes until they closed that loop-hole. 

liR. SUil.IV.lN: He wasn't going to han &nJ taxu, 
Kr. SacretarJ. 

liR. PAUL: An7 taxu, but partioularl7 he said 
aalea. 

H.K.JR: Did he get personal on it? 

liR. SULLIVAN: Aa far aa the President and Ray­
burn and KcCormack? You bet your life! 

liR. PAUL: 
ll&a concerned. 
hia aide of it. 

He got personal es far as the Secretary 
He aaid he appreciated hia being on 

KR. SULUV .AN: That was on eoonom;r, Randolph. 
That waa the aeoond time he baa pulled that . 
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IIR. PAUL: He or G.orge 1aid that. Be brought 
in econo., at the end,. Je•,and George then 1aidi 
-w.11, I rea~, Kr. Doughton, we have to get a ittle 
economic& up on the hill, too." 

UR. SULUV.lN: "Oh, we can 1 t do that unleaa 
the7 take that--• The7 can't paaa tha buck to ua. 

H.K.JR: I am sick and tired of hearing that. 

KR. SULLIVAN: Yea, I know. 

B.K.JR: I mean, JOur telling it to ••· I'a not 
aiok of fOUl' telling it to JH, I aean what the Bill 
tella ae. 

UR. SUU.IV.lN: I know. 

UR. PAUL: Finall7, we diaouaaed the matter of 
when we would come up there and it waa tentativelr 
arranged 1ubject to rour plana that we are to let 
thea know Tueadar. 

H.'ll.JR: Tueada;y? 

MR. PAUL: Next week. 

R.K.JR: Do the7 want ae Tueadar:> 

MR. P\UL: No, the:r want JOU the following 
Tueadart if that ia convenient to you,and we are 
to let hea know next Tueada;r whether 1 t ia. 

B.M.JR: Who? 

MR. PAUL: Dot~ghton. 

MR. SULLIVAN: The reason why we don't let 
them know until next Tueada7 ia that Dou.ghton 
left this morning and won 1 t be back until llonda7 
night • 

. . 
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MR. PAUL: I think it ia K&l'Oh 3rd . 

B.K.JR: Tbia ia the twentieth. WI ha•• one 
more w11k in this aonth. I didn't realise. 

MR. PAUL: Isn't that Tuesday Karoh Srd, or ia 
it the aeoond'l 

H.M.JR: Tuesday ia the third. 

MR. PAUL: Jell, that ia the day then. 

·B.ll.JR: Well, I oan tell thea right now. 

MR. PAUL: Well, you can' t tell •r. Daughton. 
Be is away. Be went down home for the week end. 

B.M. JR: I see. That ia swell. I thought you 
meant this next Tuesday. 

MR. PAUL: We offered to go this next week but 
Doughton--

MR. SULLIVAN: You looked pretty good when he 
said, "No, we couldn' t." 

KR. P!UL: Well, we made the offer didn' t we? 

YR. SULUVAN: We certainlT made the ofter. 

H. K. JR: Is that the bighlighta? 

MR. P!UL: That is right. 

MR. SULLIVAN: That ia right. 

H.X.JR: Let's do it this way. Let's start with 
the thing that bothers me the moat first . That is 
the ad•antage of being the boas. I can pick the 
order in which we will take things up. That is, this 
question, I can go around and ask where each of you 
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stand and then where the people on the Hill stand. 
I am t alking about lowering the exemptions. 

MR. PAUL: We ·brought that up specifically 
last night to get thei r reaction. 

H.M. JR: Let ' s just--

MR. PAUL: John can tell what he thinks about it . 

YR. SULLIVAN : 1 am opposed to it, sir. We are 
now down to the point where an individual, a single 
individual earning fourteen dollars and forty-five 
cents pays an income tax. There is no point of re­
ducing it unless you reduce it down at least to 
six hundred from seven hundred fifty . There is no 
point to it unless you go down at least a hundred 
and fifty dollars . If you do that , that will mean 
that the person who earns eleven dollars and sixty 
cents a week wi ll be .paying an income tax. Now, 
there are many areas 1n the country where a person 
earning that money can support himself. There are 
other areas in which he can 't possibly do that and 
he will have to be getting supplementary hel p from 
the state or the county and I think for us to levy 
an income tax on a person who must receive help or 
charity is a rather absurd situation. Now, some 
people , and I think Roy is one of them, feel that 
this is bad but it is KO~th while i f it helps us 
beat a sales t ax. I don t feel that way about it. 
I think that there is a very dangerous threat of a 
sales t ax but I don' t think it is up to us to beat it 
with something we think is bad, but not qui t e as bad 
as the sales tax. I think it is up to us to try t o 
beat both of them. That is my position. 

H.M.JR: That is clear . 

MR. PAUL : Let ' s hear from Roy. 

H.M.JR: Let ' s hear from Roy. Did you get that 
thing I sent you~ 
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IIR. BLOUGH: Yu. 011 the balla of the pure 
lnYOhed, I wouldn't 'ftllt to aee thh axnption 1 

H.M.JR: Should Tarleau be in on thla? 

MR. SUU.IVAN: 1 think eo. 

XR. PAUL: I would like to haTe hla in. In tact, 
I think Tarleau ought to be in almost ever;y tax dh­cuu{on. 

MR. SUU.IV .lN: So do I. 

MR. PAUL: If not all staff diecuaeions. 

H.M.JR: Go ahead, Ro;y. 

MR. PAUL: He.losea a certain amount of familiarit;y 
with ;your point of view. He just gets a derivative. 

MR. BLOUGH: So far aa the e~uity of the de­
duction is concerned, I agree wttli Mr. Sullivan. On , 
the other h~, the situation at the present time ie 
an extremer;y Unusual bne and I feel that because of the 
threat of infliction on the one hand, becauee of the 
feeling of the rest of the population that more Feople ~ 
ought to be pa;ying direct taxee, because eTedt ~th a 
reduction in personal exemptiona to aix hundred and 
twelTe hundred we won't haTe half the population of the 
United Statea paYing income taxea, and because I 
think that thla helps to aeet the general public 
aenti .. nt which is back of the sales tax, I aa in 
faYOr of haTing the personal exemptions lowered, but 
onl;y to be accQmpanied b;y eome tax laTinga at the 
bottoa eo that part of thia--

H.M.JR: Tax savings? 

KR. BLOUGH: Well, some people call it com­
pulaor;y aavings which I prefer to call tax savings 
accounts or aoaethlng like that like that. 

KR. PAUL: Or bonds. 

Regraded Unclassified



- 8 -

IIR. BIDUGH: Or bonda1 which would be g1ftll 
to the people at the ~er7 Dottoa ~d aYaila~le to 
thea alter the war. 

H.K.JR: Sir Frederlok Phillipa ga~e .. thia 
yeaterda7, what Donald DuciC woulcl PIJ in Endand. 
We have all been wrong so far. "Peraonal allowance, 
three hundred two dollare. Ten percent earned in­
come allowance, two hundred fift{. Three dependent 
children, six hundred. Total al owance, one thousand 
one hundred senn. Taxable incoae, one thousand 
three hundred thirt7. The first six hundred sixt7 
dollars of taxable income on a1x ehowings equals 
two hundred fourteen dollare. The reaainlng eix 
hundred enent7 of taxable inooM h thru liundred 
sevent7-five. Income payable' five hundred fortJ­
nine dollars and fift7 cente. 

(Kr. Tarleau entered the conference.) 

H.Y.JR: That is Donald Duck'• income in England. 
He would pay five hundred fort7-nine dollars and 
fifteen oenh. 

IIR. PAUL: Against thirteen. 

KR. BIDUGH: Of cour11, there are IICII'e thinga 
to be added to the thirteen but even eo, it is 
nothing like that. 

H.K.JR: But JOU are for lowering it? 

Kr. Sullivan ia for not lowering it and Kr. 
Blough ia for lowering it and I wondered where 
you {Tarleau) stood. 

KR. T.lRLE.lU: Well, relud:antl7, I 1111 for lower­
ing it, , ... 

H.){. JR: And JOU? 

Regraded Unclassified



MR. PAUL: I u. aJe ohangd 111 position 
and I want to add-- oan•t add anr.hinf on the point -
on the merits to w~t Roy baa aai , bu I do want 
to say two things . I have diaouaeed this question 
with Hetzel . You were there one d-r and resterda7 
I ran into him over at the Washington at uncb hour. 
I satd, ~ow tell me what you really think about this." 
He said, "Well, if it will help beat the sales tax 
we won't kick about it . We aay ~ke a little nominal 
kick. " Now, another thing that ought to be borne in 
mind ia George's attitude which he diapla7ed last 
night. He has a fear - be might be wrong, but he 
expressed it - that after the war there are going to 
be so many bonds, if we don't do something about it, in 
the banda of the wealthier classes that there is going 
to be a strong political pressure towa.rd simply ignoring 
the liability and therefore he expressed a view that 
we ought to have some scheme for getting bonds into the 
banda of the widespread public . 

H.M. JR: What the hell does he think we are doing 
now? 

MR. SULLIVAN: That ia what I told him, about the 
payroll deduction. 

MR. PAUL: We told hia about that and he was very 
pleased, but this would be an additional expedient to 
that end. 

liR. SULLIVAN: He mentioned that before he knew­
what we were doing on payroll deductions, Randolph. 

liR. PAUL: I kDow, and you cal led that to his" 
attention, but all I am saying, John, ia this, that 
if you have a reduction of the exemption coupled with 
the distribution of bonds to cover tha tax representing 
the reduction, then you do spread bonds more than other­
wise among the public • 

. MR. SULLIVAN: No doubt . 

/ 
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MR. PAUL: So I wanted to •ntl.on that point. 
I am aure that aapeot ot it will be popular With 
George. 

MR. SUl~IV.lN: I would juat like to &dd one thl.ng, 
Kr. secretar,, to this dl.acuaalon. 

H.M. JR: Pleau. 

MR. SULLIVAN: It wu perfectly apparent to .. 
last night that loweri~g exemptions ia not going to 
defeat the eales tax. You recall, Randolph, that 
Senator George aaid, "We are going to han one group 
that is very strong tor lowering exe,tiona, and we 
are going to have another group that a Yery atronf 
!or lowering the aalea tax. ~~ auapicion is that t 
we can't hold this thing we are going to get both, 
which I think would be nry nry bad. 

H.M.JR: Now, could you (Blough) give me verbally 
a awmDary ot the thing that Hetzel aent ~~t• tbia mornln ? 

liR. BI.DUGH: Yea. 

H.ll.JR: What .does it say? 

MR. BI.DUGH: The awaary, nrbally, ia this, 
that they aade an examination ot their affiliated 
union• in aixteen illduatries and about !itt{ thrtt 
towne and nine states. In other worda, it a a 
ample. Thay found that their aeaberahip had had about 
a fifteen percent increase in incoae between Noveaber, 
·~1, and Noveaber 1 40, or about twenty-two dollar• 
increase in their income. 

R.K.JR: Twenty-two dollare per week? 

MR. BLOUGH: Per month. These were fairly pros­
perous families; a hundred and aeventy-thres dollars 
a month was the aTerage. They have had an increaae ot 
twenty-two dollars in a year per month. 
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KR. PJVlz ! hundred and se•enty three is with 
the increa .. , hn't it? . 

KR. llLOtmB: With the increue. 

B.V.JR: Fro• what date to what date? 

v.R. BLOUGH: No•eaber '40, to NoTeaber '41. 

H.M.JR: Go ahead. 

YR. ELOU1H: And that practically ~ well, about 
nineteen dollars of that, they figure, though their 
calculatione don't all check, about nineteen dollar• 
of that twenty-two went into higher food, clothing, 
and housilut expendi turn. In the cue of food -
well, in tlie case of all of thea, they bought ao e. 
The increases in prices were not sufficient to off­
set the increaae in wagea and they bought more, 
especially in the oaae of clothing. 

H.K.JR: You mean they bought more clothing? 

KR. BLOUGH: Wore or higher priced clothing an 
they "bought more or higher priced housing, because 
the indexea in those particular fielda didn't go up 
aa much as their e:rpenditurea went up and they also 
increased their other expenditure• like expenditure• 
on care and household operations, instal!.ent purchase• 
and personal care by a aomewhat higher percentage .but 
it is still, of course, a verr small proportion of their 
total. I don't know if that e sufficient for you or 
not. 

H.K.JR: That ie enough. Thie is the way I feel, 
gentlemen. I look at this thing from the social •lew­
point and I can't look at it whether his is the •&J 
to defeat the sales tax or whether it isn't. But feeling 
the wa{ I do at this particular stage of the war effort, 
and un il I am con•inoed that Congresa meana to close 
up theae billion dollar loop-hole• which I mentioned 
in Cleveland, I am not going to recommend lowering it. 
I can't do it. My conscience won't let me. I know what 
ia going on in the automobile induatry. They want to 
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gi~e thaee people their twenty-four dollar a a .onth 
to tide the• o~er. They paJ the auto.obile oompanie1 
the price to tear the .. chinerr down and they aet a 
price &aide - aoner aside to put it back into place 
again. Incidental 7, couldn't we get a copJ of one of 
thou contract.? 

liR. SULLIVAN: Sure. 

H.M. JR: Will you get me one of those? 

liR. SULLIVAN: Yes . 

H.M.JR: I would like to see one of those contracts. 
I understand they pay them to take the .. chinery down 
and th.ey give thera aoney to put it back, but the7 
won't pay the huaan beings. 

liR. SUT LIV All: Any reason why I shouldn't ask 
Bob Patterson to send me one? 

H.M.JR: I would like you to, on one of these 
change-overs . 

liR. SULLIVAN : One of those tank factories, for 
instance. 

H.K.JR: Any one where there is a change-oTer, 
not a new factory . 

MR. SULLIVAN: Ko, I understand. 

H.M.JR: There is much more reaeon to pay the man 
while he is being changed over--

liR. PAUL: Oh, I agree with that but I consider 
that an holated problea. I aa for paying thea, 
but I don't--

H.K. JR: Well, Randolph, I haTe had lote of time, 
you know. We started discussions of this Tery thing 
about two months ago. 

liR. PAUL: When I was the other way around. 
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H.ll.JRa Well, han had ho •nth• ud after 
oare!ull7 thlnltliJ& of it, I juat ou•t. .ADd the 
te~er of the ti ... , the ta.per ot the Coagreaa 
against all 10olal 1!!ort, whether it 11 tara seaurit7 
or &DJthiD& that la to help the lower one third, I 
oaa•t ait here and be the fellow to r efter the 
lower one, ud I .. not CO!l,Tinced aD I wish I could 

fet hold of one or two peop!e - 1 .. not conTinoed 
hat - I IliaD, I won't take atatiatica that the people 

in the lower one third are the people who are going to 
cause inflation and price rising. Nobod1 has 1et 
been able to sell it to ae. No one baa been able to 
.. nit to u. 

lm, SUUIV.A!f: "' aa rather arguinf against m:r own 
point here, but fOU should have thi1 nfonaation. It 
waa made Ter1 clear b{ Kr. Daughton last night that 
no increasea in Socia Securit7a are going to be 
considered at thia aesaion if he can poaaibl7 avoid it. 
I asked if he wanted to have the two combined and both 
he and George immediately said, "CertainlT not." and 
then Daughton said, JOU recall, Randolph--he whirled on 
ae and aaid, "If an7body thinks the{ are going to get 
m:r committee to consider another b1 1 after•e get 
through wi tb this one, the7 have got another think 
coming. • 

lit. PJ.UL: Yea. He also said, •social Securi t:r 
is a 7ear•s !1gb~.· 

H.K.JR: Jell, eentlemen, I don't want to sound 
bumptious or anything elae, but the onl;r support that 
I can get in thle countey ia from the working man and 
the working woun in real tax program aad I am not 

fOiiJ& to hit them first and then pra7 that I will get 
he other fellows with the loopholes afterward. 

KR. SUlliVAN: You are not going to get thea. 

llR. PJ.UL: Ot course we were contemplating the 
loopholes. In tact, that is what we thcmght about · 
7uterdq. 

H.ll.JRa All right, ~get those loopholes flrat. 
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UR. PAUL: That ie reduced eoaewhat, by the way • 

. H.K.JR: J. know exect}.y what will happen. I wlll 
go up and faTor tble thing and we will hit the fellow 
from ' even hund.red fifty down to six hundred or what­
e~r you are talking about and we won't get the other 
and 1 can't do it . 

MR. PAUL: I can understand your attitude. 

H.K. JR: .111 of my trainiag from my early boyhood 
days to this rebels against that kind of thinking. 

KR. PAUL: I can understand your attitude. I 
don't feel too dogmatic about the thing. 

H.K.JR: And I would like Tery much, Roy, if 
you would - if we could get hold of a couple of 
bright girls or boya just out of college and make 
our own little aurTey, see. Get a couple of boys 
or girls who have got a Ph.D. or sQmething. You can 
get them at two thoueand a year. ! will put them on 
my own payroll . Let them get ?Ut and stay out . I 
would like to know, are we in the twenty-five dollar 
shirt era of the last World War. I mean, Col. Green­
baum last night said that when '.!r. Patterson testified, 
that Inudeen said, "I underatand in my district that 
you are p~ng a qundre and ten dollars to the negro 
worker in the c811p and so forth and so on. • Greenbaua 
waa five the job for Patterson to check up on the 
cond tiona. De said the only thing wrong with the 
figures is that it is an under statement . But I 
would like to go into some p!acee like Hartford and 
Norfolk. I would like to aend these boya or girls. 
We ought to be able to get women. Ask Kiss Newcomer. , 
who is supposed to be here, to giTe us a couple of 
Ve.uar girls. I am serious . 

UR. TARLliU: To sample the purchasing? 

B.K.JR: To go in and see what they are do~ng . 
What in - Hartford is as good a place an any. 

/ 
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MR. PAUL: Patteraoa, New Jeraey,would be a good 
place. · 

MR. SULLIVAN: Hartford ie nuaber one on the list. 
They are throwing i~ away there at Pratt and 11h1tnu• 
I know of a boy who wanted me to reoo•end him for an 
eighteen dollar a week jo in Noveaber and he went into 
a dentist the week end I was home and showed him his 
oheok for the last week with overtime, a hundred ihd 
f1 ve dollare. 

H.K.JR: Well, let so bod7 go into the ver, top 
and do lt--

MR. Bl.Ot:!lfH: I know a . corking good person over 
in the Women s Bureau if 1 oould get thea to loan her 
tor a few weeks. 

H.K.JR: That would be good. Well, if she went 
out for a week you could see in the first week what 
she found. 

JlR, BLOUGH: She hu been out. She has been out·. 
"he may already know s011ethlng about it. 

H.K.JR: What is the WOmen'• Bureau? 

KR. BLOUGH: ~t is•over with the Children's Bureau 
in the Securlt7 Agenc7. I will aee what oan be done. 

H.M.JR: Well, let her go to where the thing ia the 
tops, in the !artford area, or just let her spend a week 
there. What are these people spending their mone7 for, 
see. 

KR. BLOUGH: Yes, I do. 

H.K.JR: I mean, I would like to know. I would 
like to go into eome of these homes of these munitiona 
workers and if they could talk to the wife -"tlow, 
how auoh does your husband urn, what is rour famil7 
budget, what are you doing, how much are you saving, 
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how .uch 11 goinc to clothing, how 1111.ch for foGat" 
and ue the7 bu)'iDtJpianoa or Defan .. Bollda, aee. 

llll. BI.OUGR1 'kea. 

R.JI.JR: .llld if JOU hann't got tha .,neJ, let tbe 
Defeuae Bond people p17 for the aurteJ, but let•a 
quit looking at liguru and let'• get ao• facta. 

KR. BLOU\)11: All right, good. 

H.K.JR: Dcn•t JOU think 1 t would be • good idea? 

KR. PAIJLr "'ea. 

R.K.JRr 'l'hia thing doesn't conTince .. , but 1 
woulcl like to know, ue the7 buJing pianoa and lllllical 
in1tru.ent1 or--

KR. BLOUGH1 Well, the C.r.o. doesn't think ao. 

KR. SUlUVANr Hot from what I han seen. We han 
1 lot o! people in Manchester working in the NaTJ Yard. 
The7 aN pqing up doctor billa and all that aort of 
atuff. 

H.JI.JRr Well, that ia good. 

• KR. SULLIVA!h '!'hat il juat what we want to han 
done, but I think we want to take a aaaple of the whole 
countl'J. 

H.K.JRr But the whole ll'gument that eTerJbOdJ ia 
adTancing, we baTe got to tax the lower group because 
that la where JOU get JOur inflations. Jell, l don't 
beline it. 

liR. SUU.IV.&Ih .&nd nen it JOu do, l(t. Secretal'J,.­

H.K.Jir !llcuac u one llinute, Jollll. ~ 

KR. SULLIVAN: CertainlJ. 
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B.K.JR: This is certainl7 an intelligent wa7. 

KR. P.lUL: That is right. 

H.M.JR: Now, if it is going into the few 
luxuries that are left, O.K., I will take a fresh 
look at it. 

WR. BLOUGH: Aa7 I suggest this1 that there is 
under contemplation - I am not sure that it baa been 
decided on. I think it is more or leas bush-hush at 
the moment. There is under contemplation having a 
sort of quarterl7 stud7 of consumers • purchases . 

H.K.JR: It is no damn good. Look, for Defense 
Bonds - somebody told me the other da7 we ought to 
have an economist 1p Defense Bonds. We don't need 
one . We have got 6nough around here . 

We ought to have a couple of intelligent girls 
out all the time in the field finding out in these 
various areas - take some of these - jump them around, 
but le t• a start at Hartford. I would like to know, 
for instance - the7 have got some shipyards somewhere 
on the Mississippi River. What are those people uoing 
with that Money? It is a big country. They have got 
some shipyards in the Great Lakes. What do they do 
with their money? They have got shipyards around 
Seattle . What ao they do with their money? 
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YR. PAUL: SCDe of the a1roplane factories, t oo. 

H.Y. JR: Then go down to San D1ego . What do the 
people down ther e - I mean, Defense Benda could verr 
well have one cr ew in f our ueas oonstant l1 atudling 
this thing. I mean, the Treaeur1 i tael! . Each ageno1 
is - Internal Revenue could c p in a little bit and 
Defense Bonde chip in a littl bit, and 1ou could have 
four crewe going all the time eo we get a fresh weekly 
report, so that I would know what these people - divide 
the country into four areas, what are they doing with 
their money. Then when the thing is getting out of 
hand - and you could ask Leon Henderson, has he ot 
anrthing like that'l 

UR. BLOUGH: Let me look into the matter and 
report back either tomorrow or Monday. 

H.K.JR: Don't take too much time about it • 

.IIR. BLOUGH: I mean toda;r. 

H.M. JR: Henderson might have somebodl. 

llR. PAUL: He ma1 alao have some data. 

UR. SULLITJ.l, : If they haven't anybodl, ther will 
get aomebod;r if they get the idea . 

ll .K. JR: Well, if he haan•t, it an outrage. 

MR. BLOUGH: I am sure there are aeveral agencies 
doing this, but I agree we might do some of our own as 
a check. 

i.U. JR: Have you got the time to find out what is 
being done? 

UR. BLOUGH: I can find out before this evening 
~hat is being done in the Government and if the ground­
wol.'k for doing something ourselves have--

H.U.JR: Until I find out what is happening and you 
know you could go - there must be commercial people--
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MR. PAUL: I wouldn't be surprised i! the Federal 
Reserve had something on this in connection with their 
installment regulations.· 

H.Y.JR: Well you take a concern like - if you 
had what Sears-Roebuck'" mew, you would be - it would 
be a prett,r good cross- section . 

IJR. SULLIVAN: The purchases from Sears-Roebuck 
alone would be a pretty good indication . 

H.U.JR: And I can get Nelson to do that for me . 
Wb,y don 1 t I just take two Dlinutes and get Nelson on the 
wire? 

MR. SULLIVAN: I think it would be well worth 
while . 

H.U.JR: And tell him to send a - because he wouldn ' t 
know from which area though, would he? 

MR. BLOUGH : I don ' t lmow how closely they analyze 
their statistics. They have the opportunity to do it. 

MR. PAUL: We couli discuss it with him in a little 
detail . 

a.~.JR: Could you? 

liR. SULLIVAN: Sure . 

H.U.JR: Well, you hsve got my idea. 

liR. SULLIVAN: Yes . 

H.M. JR: I mean, we all sit here and this fellow 
Friedman, he pulls out some statistics which are a couple 
of years old. ~1ey are theoretical . Brookings statistics 
are theoretical. I would like to have once a week a 
report from four shoppin~ crews, that is what it ~ounts 
to, to go into tue shoppwg stores and say, "l:r . so and so 
in Seattle, well, uhat are you selling in this town, what 
{U'e the people buying?" and then go to the families 
themsel vea . 

) 
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MR. SULLIVAN: I accept Friedman's figures, Ur . 
Secretary, but then I go on from there . Nowi here ia 
the fellow r.ho &arns seven hundred fifty dol ars a 
year . He is single . You drop the exe~ption to six hun­
dred. All right, he will pay twelve dollars a year in 
income taxes at the present Fates . Now, I don ' t think 
that the twelve dollars ~e take out of him is going to 
contribute an awful lot to defeat inflation . 

H.M. JR: Vlell, if you people do the things so well, 
stop being theoretical. I am not impressed with the 
CIO figures, I am not satisfied, and I think that from 
the Defense Bond standpoint and the tax standpoint 
the Treasury ought to knor1 every weeki and that our 
figures should not be over ten days o d. I would like 
a check every ten daysJ and by God, Leon Henderson ought 
to have something over there . 

1!R. PAUL: I won't be surprised. 

H.11. JR: \7ould you like to know what you are doing? 
This is Dow Jones, "Treasury tax experts are trying to 
nork out provisions which will preserve the basic policy 
of the excess profits tax . This was disclosed last night 
by Chai~ George following a oonterence between Treasury 
and Congressional spokesmen. The present excess profits 
tax law gives corporations ex~ptions amounting to , • and 
so forth . "Chairman George said that experts are consider­
in~ plans to tighten up the excess profits by making other 
adJustments which would not require changes in policy. Such 
proposals would avoid basic changes in the tax plan. Chair­
man George says the Treasury plans a withholding tax ." 

V/ell, that takes care of that for the moment . Now, 
let me take up the next thing, withholding tax. 

i!R. PAUL: All right . 

H. li. Jk: Well, I mean, let ' s keep on and settle one 
thin~ eftel' another. What is the position on the with­
holding tax'l 
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l.IR. P!UL: Suppose we hava TOIDIIly tell us the 
technical situation on it first . We all, I think -
you (Sullivan) are for the withholding, aredt you, 
John? 

llR. SULLIVA.'i: Yes, I think I at1 a little stronger 
for it than--

LIR. PAUL: We are all pretty strong . 

MR. SULLIVAN: I know you are all strong for it, 
but I think that is the keystone of any fight against 
inflation . The only difference I have with you is on 
any kind of enforced saving feature at tached to it . 
To that I am opposed. 

MR. PAUL: Our enforced savings feature was attached 
only to the reduction of exemptions . 

1ffi. SULLIVAN: That is right . 

MR. PAUL: We luwe no forced savings feature attached-­

MR. SULLIVAN : Then, we are in ent ire accord. 

H.U.JR:I thought you did have an enforced savings 
on the very lowest ~level . 

1m. PAUL : Only in case we reduced the exemptions . 

H.W.JR: I see . 

JAR. PAUL: It might be that we ought to have some 
forced saving in connection with deduction at the source 
if we put it on too fast . 

H.M. JR: Somebody state the hithholding tax thing 
for me, will you ploase? 

llR. TARL&AU: Well, Tie we reo ' t proposing a separate 
tax, but we were proposing to collect part of the forty ­
two liabilities in 1942. Let us say that we would start 
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July 1 and colloot ten percent at the source on a net 
acount, t hat is, on wages and salaries , the ten percent 
to be c~puted after deducting the pro rata part of the 
credit exemption for dependents. 

H.M. JR: I don ' t understand that. 

Lffi . TARLEAU: Lot us say that a person is paid by 
t he week, Mr . Secretary . We could divide his personal 
exemption on credit for de~endents by fifty . You see, 
there are fifty-two lleeks 1n the year. Let us say that 
would amount to twenty dollars a week, just for conven­
ience . He bas paid thirty dollars a week. We deduct 
the twenty from the thirty, leaving ten dollars, and we 
would collect ten percent of that ten dollars or one 
dollar et the source every week. 

H.1tJR: His exemption is ten dollars . 

l!R. TARLEAU: A week . 

H .~. JR: And be gets paid thirty. 

l.IR. TARLEAU: Thirty. 

H.U. JR: And the difference is--

MR. TARLEAU: Ten dollars . 

H.M. JR: And you t ake ten percent of that . 

l.!R. TARLEAU : That is right . 

l.!R. PAUL: '1/e only v1ithhol d on tne amount over the 
exemption . 
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MR. SULLIVAN: l!ost of the little fellows will. 

H.ii. JR: Will they? 

MR. SUlLIVAN: I think so. 

H.U. JR: But I mean, what is the idea? Is this a 
curb against inflation? 

MR. SUI.LIVA:I: Yes. 

1m. PAUL: That is the first . There are two or 
three reasons for it . One is that by advancing the collec­
tions from six months t~a year ~ou have a more immediate 
check on inflation. Secondly, wlth so many millions of 
taxpayers as VIe now have it is just impossible to 
enforce the lav1. A lot of them will get out of it by 
not filing returns, but when the employer has to file a 
return, we will get the money. The third thing is that 
it is on - it saves for these people . They don't get 
the money and spend it, it is taken out at the source . 

MR. SULLIVAN : It is a very distinct convenience 
to the tax payer, Yr . Secretary. 

H .~. JR : And you don ' t want to - out of that 
dollar you don ' t want to set some of it aside in a bond 
for them. 

J.IR. PAUL: We haven' t contemplated that . 
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liR. SUU.IVJ.N: · No. 

H. K. JR: Do that on a volunteer baaia. 

llR. SULLIVAB: Yea. 

liR. BLOUGH: Unless the personal exemptions were 
lowered, in which case we will. 

MR. PAUL: That is right, we contemplated that in 
connection with the lowering of the exemptions, taking 
the sting out of that. 

H.IL. JR: And then this dollar which he pays in Julr, 
he won't have to pay 1 t again. 

UR. &ILLIV!N: No , sir. It is not an additional 
tax . It ia merelf a method of collecting what would 
otherwise be due March 15 through the year as he earns it . 

H.K. JR: I see. So he would be paying - well, you 
are advancing the payment date by six months. 

MR. BLOUGH: He pays as he goes . 

JlR. &ILLIVAN: By eight and a half months. 

liR. PAUL: Yes, that is a good ~ to put it. Just 
like we have been saying we ought to do. 

H.M.JR: Is ten percent a good rate? 

MR. PAUL: We contemplate holding at the lowest sur­
tax rate , whatever that is. Four percent normal plus 
the lowest surtax rate, but we also contemplated there 8 
flexibile plan whereby you could fix the rate of withhold­
ing within limits . You (Tarle8u) had 8 conversation on 
t hat . 

MR. TARLEAU: Yes. Mr. Stem felt that - I talked 
to him about giving you the power to fix the rate of with­
holding, and he said that he felt that up to ten percent 

.· 
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he would be willing to see 70u empowered to fix the rate 
of withholding. 

H.M. JR: You mean, !rom one to ten? 

JIR. TARLEAU: That is right, aeything from one to 
ten. You might feel ten percent was too much to with­
hold from the source at this time, and 70u might want to 
withhold only five percent. 

B. ll. JR: This is against an arguaent which we eat 
around with Barnard on a long tiJae ago . It goes back to 
when? 

11R. P.lUL: We were talk.ing about an entirel¥ different 
sort of withholding tax then. We were talking about a 
aupplementa1'7 tax on top of everything else. We are 
talking now about an advance in the collections. 

H.ll. JR: I thought it finall.7 revolved itself that 

MR. SULLIVAN: It did, that is right. 

H.II. JR: What month was that, November? 

11R. SULLIVAN: October and earl¥ November. 

l!R. BLOUGH: It started in October and wound up in 
December. 

B.II. JR: Well, O.K., I would go along with you on 
that, so that is that point. 

JIR. TARLEAU: I think that will be a nry helpful 
point because Mr. Stam feels that it would be suitable, 
and it has all the advantanges that Mr. Paul outlined to 
you. 

H.K. JR: Well, I think that is all right . Let's 
see, we have got the lowering of exemptions, and we have 
got the withholding. What is the next most controversial 
one? 
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liR. SJLLIV AN: I!Xcea a pro ti ta . 

IIR. P.lUL: Corporate tax. 

H.ll.JR: Corporate and exceaa? 

IIR. PAUL: Yea. 

36 

H.M.JR: Let's tackle that. We will clean up some 
of these things. 

IIR. PAUL: The first thinf I think we ought to settle 
about that is the excess profi s rates. We have contem­
plated in cur tentative discussions raising the rates -
the whole rate schedule. The top rate is now si%t1 rr­
ceat. We propose to raise it to eevent1-five percen at 
the top and correspondinglr along the line . 

H.K.JR: Oh, the exceaa? 

IIR. PAUL: This is onlf excess profits. 

Now, we will come- this corporate tax problem. hae 
several !aceta. We will come to them. Let's take one at 
a tlae. In the raising of the excess profits tax rates, 
that is one of the aain items of the corporate tax problem. 

H.K.JR: What is it now, the excess? 

liR. PAUL: Sixtr percent is the top rate . We pro­
pose to raise that as high as seventy- five percent which, 
with other changes which we will come to later, brings up 
the marginal rate problem. Now, the marglnal'rate under 
our present contemplated program is about eighty-five 
percent, isn't it, Ro1? 

IIR. BLOOGH: Well, under the one we have in there, 
it is higher than that. 

IIR. SULUV AN: Elghcy-seven and a half. 

MR. BLOUGH: In that one in there, it must Le eighty­
nine. 
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YR. P!UL: That bring up the idea of reducing the 
marginal rate by your re- employment plan. That is, hold­
ing that excess over eighty per cent top rate in reserve 
for the corporation on certaln conditions of r e-employ­
ment. New, that is - I don't know, John, I think wit h 
that re- employment , you are not against that, are you? 

lm. SULUV!N: Yes, I am. I t hink that the danger, 
and the only danger in our going ahead on these rates 
is that we will get up to a rate on the marginal dollar 
where the company that is in that highest bracket will 
feel,"Well, why should I take this extra contract here? 
If I make money on it, I am only allowed t o retain twelve 
and a half percent." Now, I don't think that is "prudent, 
Randolph, tc say t hat we are going to take eighty- seven 
a~d a half percent and give back seven and a half. The 
immediate job is to get out production in this war, and 
I think it is more important to get your eighty rather 
than to t ake eight y-seven and a half and agr ee maybe, 
if certain things happen sometime later , to give them 
back seven and a half. 

R. Y. JR: But, &s I understand it, that isn't correct . 
If it is, I misunderstand it . If a company earns a mil­
lion dolla~ we don't propose to take e~ght hundred 
seventy- five thousand dollars away from them? 

MR. PAUL: No , that is right. 

YR. SULLIVJ.N : That is right . 

H.M.JR: So when ·he sits down to figure- when he 
sits down to figure, as I understand the t hing, he has 
very much more than that left. He may have, on these 
figures, as I get it, almost a third of his earnings 
left. 

J.!R. SULLIVAN: We are talking about two different 
si tuations, ~- Secretary. 

MR. PAUL: Well, he is right on that . 

KR. SULLIVAN: Yes, he is right on the point he is 
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tAlking about, but it isn't the point I am t&lking about. 

H. K.JR: Let me just talk &bout the point you raia,d. 
You add A fellow, it he figures there is onl3 going to 
be twelve and & hAlt percent left, wh1 should he tAke the 
contract, &nd I think thAt is wrong. -~ 

·KR. rol.UV.&.N: No, air, it ien' t, and 1f you will 
let me tell you, I will explain why. Here is a m&n who 
when he earns a million dollars, gets into the top bracket, 
and everything he earns above that he pays eighty-seven 
and a h&lf percent on. Now, I am not worried about the 
fellow- -

H.Il.JR: E'rerything above the million? 

MR. SULUVA.N: That is right. 

H.K.JR: Well, this is right. 

MR. SULLIVAN: Yes. Once he gets into the top br&cket, 
everything he earns above that,under this srstem, he p~a 
eighty-seven and a half percent. Now, what I say does not 
applY to the concern that hasn't gotten up into the top 
br&cket . What I say does apply to all the concerns who 
are already in the top bracket without taking the Addi­
tional contracts. 

H.ll.JR: Well, how do you get the eighty- seven and 
a halt? 

MR. SULUVAN; Seventy-five percent on excess profits. 
Then half of the balance - say he has got a million dol­
lars. Let' s suppose this is above the top r&te. Seven 
hundred fifty thousand of that will go in excess rroflta. 
That leaves two hundred fifty thouaand ,of which f tty 
percent will go in fOur normal and surtu, so that 
there will be left a hundred and twenty-five thousand out 
of the million. 

H.K.JR: No, I don't think that--

MR. SULLIVAN: Well, these gentlemen will tell you. 
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ll. K. JR: I asked to have some examples. 

)ffi . PAUL: We have some . 

H.Y.JR: Let me have some examples. 
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MR. BLOUGH: I doupt if there is an example of that 
in there . I have got a bunch of examples , but not of that . 

H.M. JR: Let me have some examples. 

MR. BLOUGH: Look at it this W&f. Suppose the fellow 
already has a million, and he is considering a contract 
which will make him another dollar. 

H.K.JR: You mean a million net? 

)ffi. BLOUGH: He already has"'-

l.!R. PAUL: Let's take a simpler example than that. 
Let's get this poi nt clear. 

MR. BLOUGH: Suppose he already has a million dollars 
and he is consider ing a contract which will make him 
another hundred thousand. llow, on that million dollars 
we assume, for the purposes of th1a example, that he is 
P&flng exoess profi h tax and tb8t he is up in the top 
brackets of the excess profits tax, so that on each ad­
ditional dollar, the maxlllum rates will apply. Now, it 
he makes another hundred thousand dollars and our excess 
profits tax rates ar e seventy-five percent at the top, 
then the first thing we will do i s to take seventy- five 
thousand dollars in excess profits tax. That will leave 
him twenty-five thousand dollars. Now, this does not 
relate to his - he will have more of that left. This 
is the additional hundred thousand dollars. Now, that 
twenty- five thousand he has left after the excess profits 
tax, r think llr. Sullivan had in mind a rate of fifty 
percent--

l.!R. SULLIVAN: We all have, Roy. 
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Jilt. BLOUGH: •• • of nol'IIIAl and surtax combined. I 

think it will have to be higb:er than that to make the 
three billion. 

liR. &JLLIVAN: Call it just the fifty. 

H.Y. JR: Fifty on the--

l!R. BLOUGH: Fifty of normal and surtax. 

MR. PAUL: Fifty ~n the profits that are left after 
the deduction of the exce~s profits tax. 

H.Jl.JR: Oh, yea. You said he was going to -have 
another contract which was going to furnish him a hundred 
thousand dollars . The excess profits is seventy-five, 
which leaves him twenty-five thousand. 

liR. BLOUGH: That is r ight. 

H. M. JR: Now, what we are arguing about. what are you 
going to do with that twenty- five thousand? 

MR. BLOUGH: Take fifty percent of that in normal and 
surtax . 

H.Jl. JR: That is Sullivan' s point . 

liR. BLOUGH: Yes. And that will mean that he will 
pay· twelve thousand five hundred in normal and surtax, 
which, added to his seventy-five thousand excess profits 
tax, will -mean that on that hundred thousand dollars he 
will have a total new tax of eighty- seven thousand five 
hundred. He will have left for his wife and kiddies the 
twelYe thousand five hundred, so that the top rate there, 
under that proposal, is eighty- seven and a half percent. 

H.M.JR: Well, then, is the whole argument ·- let 
me get this thing straight. Is everybody agreed that the 
excess profits should be seventy-five percent? 

UR. BLOUGH: No, I don't think Yr. Sullivan agrees 
with that. 
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l!R. SULLIVAN: No . 

H.lLJR: I mean, are we arguinp, about the sennty­
five or what is lett afterward? 

JIR. PAUL: The sennty--tive ia mostl.T what brings 
up the problem. 

MR. SULLIVAN: You can't disassociate these different 
factors , Mr. Secretary. The thing that concerns me, I am 
willing to ~o just as far as we can go on corporations, 
but I don' t think we should get up to a marginal rate 
that will--

H.Il. JR: How high would you go-­

!ffi. SULLIVAN: Well--

H.M.JR: •.• on the excess? 

MR. SULLIVAN: I don ' t know. 

H.Y. JR: Well, you ought to know by now, John. 

IIR. SULLIVAN: I beg your pardon, sir, this is the 
toughest one in the whole thing, and I don't think there 
is auybody in the room who knows how far we should go. 

IIR. PAUL: We asked Senator George last night. 

H.M. JR: Let's go ar ound, and we will ask you last . 
What do you (Paul) tliink i t should be? 

YR. PAUL: I am getting verr rapidl.T to the point 
with Harrr White where I think we can go as high as we 
want to go, but we don't want to - we Just - the corpo::oa­
tions, along with everybody else, have to make things 
now to win the war, and I would go, if neoesaarr , to 
ninety percent . I don't think we have t o. Harry White 
said the other day, jokingly, ~ou go to a hundred percent.• 
I am just not worrying so much about that with the war 
going the way it is now. I think we have got to have more 
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to win the war. 

H.U. JR: That still doesn' t give my answer . 

MR. PAUL: I would go eigbcy-five percent. 

H.ll. JR: Eighty-five percent excess? 

MR. PAUL: Eighty- five marginal dollar rate , yea. 

H.W. JR: How much excess profi t? 

KR. PAUL: Seventy- five . 

H.ll. JR: And that would make the normal and the -
what is the other tax? 

l.lR. PAUL: &lrto.x. 

H.ll. JR: Fifty? 

llR. PAUL: That is about - yes . We have another tax 
we want to talk about, but the total would be about eilthty­
five percent marginal dollar rate, or eighty-seven, ana 
I would go that whole hqg. Senator George said l ast night 
he would go eighty-five percent, didn't he, John? 

l!R. SUIJ.IVJ.N: Eighty, I think he a ald. 

MR. PAUL: I think he said eighty-five. 

J.!R . SULLIVAN : Anyway, it doesn't lll&.ke an,y difference . 

H.ll.JR: Where would you go, Tarleau? 

llR. TARLEAU: If we do the other things that are in 
the program, I would go as high as ei,dlty-seven and a halt 
percent which is what we have outli nea here, .if we do 
the other things in the program. I think we need addi­
tional r eli&f for hardship cases in the excess profits 
tax. If we do that, I would go up on eighty-seven and a 
halt percent. 
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MR. PAUL: Plus the inventory provision and eo 
forth . 

MR. TARLEAU: Yarioue other r evenue provisions in 
there ,to have a fair tax . 

KR. PAUL: Plus the re-employment fund return. 

R.K. JR: Well, I will come to that . 

MR. PAUL : But that affects this question, you see, 
because if you take ei~ty-aeven and a half and ~ve 
seven and a half back, you are only net taking sl~ty. 

H. K.JR: What you are talking about is this. You 
are proposing, I take it , to take eighty-seven and a half 
and then set seven and a half in a fund to be paid back 
after the war is over, is that right? 

LIR. PAUL: That is right. That.is your re-employ­
ment fund . 

K.K.JR: The seven and a half? 

MR. PAUL: Yes , whatever figure is necessary to 
bring it down to eighty. 

lm. TARLEAU: In that example, it would be seven 
and a half percent, yea. 

~. PAUL: In the last war we had a marginal rate of eighty­
two and a half percent, didn' t we? 

lm. BLOUGH: I am not willing to go net beyond eighty 
percent. If you have this re-employment f und set up 
sufficiently definitely that tho businesses can count 
on it, I am willing to go as high as ninety. I don' t 
think we shoul d go above ninety even in total, including 
everything we take fr om them. 

R.K.JR: You raise the eighty- seven and a half to 
ninety? 
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JIR. BLOUGH: I wouldn't go any higher than we need to 
to get our money. 

H.K.JR: Let ' s stick to the eighty. As I understand 
it, they ea, seventy- five percent excess profits, and 
these other taxes going up to eighty-seven and a half, 
and then we set aside seven and a half in a reserve, and 
you say you wculd be willing to go up to ninety. Give 
them a ten percent reserve, is that it? 

MR. BLOUGH: You asked my top limite . Those are 
my top limits, and I prefer toJo below them. Ninety 
and eighty would be the top li ts, ninety to be taken 
away from them and eighty to be kept away from them. 

H.K.JR: Well, you are together . 

JIR. PAUL: We are all together. 

H.K.JR: Now where does John come in? 

lo!R. 'suLLIVAN: Well, the present marginal rate is 
seventy-two percent. I would be willing to raise that 
to eighty. I think you are biting off your own nose if 
you try to take ten more and give it back to them on 
certain contingencies. For whatever there ma, be in 
what I say about people not being anxious to earn more 
money, you are throwing that away. I don't see the point 
of taking an extra ten percent away and then promising 
to turn it back to them on some contingency. You see, 
the concern who ie now in the top bracket, Yr. Secretary, 
under the present rates, on a hundred thousand dollars 
extra profit, is allowed to retain twenty-elgh~ percent or 
twenty-eight thousand. This reduces th.at from twenty-
six thousand to twelve thousand five hundred. It cuts it 
more than half. So that you are more than halving the 
profit a concern can make if he makes a profit on an 
additional contract. 

Now, I say to cut that down to twelve thousand five 
hundred and then to agree to restore seventy-five hundred 
at some time ),n the remote future when, aa, and if certain 
things happen isn't going to make him feel too good. 
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H.W.JR: Well, I happen to be very strong for the 
reserve fund. 

MR. SULLIVAN: Yes, I understand that. I don't. 
I would be if we weren't working on such a narrow margin, 
but we are on such a terribly narrow margin that I ~ 
afraid concerns are goin$ to be reluctant, concerns who 
are 1n this particular s~tuation are going to be relu~­
tant to take on additional contracts . 

H.W.JR: Well, here is the point. I happen to know 
a man who works for one of these investment people. He 
went out recently into Ohio. We all talk about what we 
think and none of us know. This fellow visited two or 
three of these tire companies trying to find out - their 
attitude was this: ''We are so swlllllped with business we 
don't know what to do, and we just have no idea whether we are 
making or losing money, and we are not particularly 
interested." He visited three of them, their comptrollers, 
trying to find out about the tire industry. This hap­
pened last week. This was three big ones. This just 
happened. I say it is the kind of thing I am alw~s 
hungry for . He visited them and said their only worries 
were, could they turn out these entirely new thlngs that 
the Government had given them, but they weren't- - they 
just don' t know--

MR. PAUL: I think if we don't get that attitude, 
we are not going to win the war. 

H.M. JR: It was either Goodyear or Goodr ich who have 
l.aid off two thousand salesmen and taken one plant down / 
entirely, the entire machinery and greased it and put it 
away. The Government paid them to do that, and they were 
putting in - what were they making? It seems impossible . 
It was something so foreign to the tire business that 
they were making. 

YR. SULLIVAN: Tail fins. Tails on airplanes. 
is a big ad in "Life" today or in "Time" yesterd~. 

H.M.JR: Anyway, it was something quite foreign. 

There 
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But that was the thing that he wu told br the camptrollera 
of these big companies. The1 were 10 overwhelmed - the1 
were lust interested in one thing. Eveey day- the Gonrn­
ment gives them more business, and they weren' t talking 
profits at all, John. 

l&R. PAUL: That is a very promising sign. 

H.M.JR: This man visited the three . He visited 
Firestone, Goodyear, and Goodrich last week or the week 
before. It·was within the laet ten days . It is just 
one oase where these people - I suppose those three 
together must d6 quite a tidy business. 

WR. PAUL: Well, if we don't all do that, we are 
not going to win. We are going to think of the dollars--

l&R. SULUVAN: Well, the !aot reiiiAins there are an 
awful lot of people in the country who still are thinking 
of it, Randolph. I agree with you that that is the way 
things should be , but ~ only concern with that, Kr . Seo­
reta.ry, is that we mustn't go so far that we will retard 
full production. 

H.1l.JR: Well, I told Nelson to give me a 'o,all aey 
on the telephone when &nrthing that the Treasury was doing 
in aey way was retarding his program. I told him that 
two weeks ago, and I have yet to get a telephone call 
!r011 him. 

WR. SULUVAN: I think Randolph and I ought to try 
to have lunch with him on this other thing, this purchas­
ing business. WhT don' t we put this up to him and see 
whAt he sa;rs? 

H. ll. JR: It is all right. 

l&R. SULLIVAN: I think we can talk safely with him 
on that, don't you, Randolph? 

l&R. PAUL: Oh, sure . 

H.1l.JR: I think he should1 be talked t o. I think yoo. 
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should also talk to Patterson and Forrestal. 

lffi. PAUL: All right. 

H.W. JR: Because the last word I have got is that 
the Armf is not cognizant of the fact that Nelson has 
made a single change. I onlr heard that yesterday. As 
far as the Army is concerned, they don' t know. 

lffi. SULLIVAN: Want us to introduce him? 

H.ll. JR: Well, that ~ sound silly, but that was 
practically - I mean, this is in the room. I was told 
that Patterson said, "When am I going to hear wh.at Nelson 
is doinf?• I only heard that last night. He said, "When 
am I go ng to find out what Nelson is doing? As far aa 
the Armf is concerned, we don't know that he is doing 
anything.• This is in this room. So I don't see wbl lt 
wouldn't be a very good idea to get hold of Patterson and 
Forrestal and Nelson and say, "We are proposing this 
eighty-seven and a half percent with seven and a half 
percent in the Treasury on non-interest bearing funds !or 
these corporations to set the wheels of industry going 
when the war is over. 

),(R. PAUL: I think it would be a good idea. That 
is ~ whole thought all the time, to coordinate with these 
other agencies. 

H.ll. JR: Those would be the three. 

lffi. PAUL: I know what some of them think alread;r. 

H.ll. JR: Those would be the three men. They are 
responsible for production. 

JIR. SULUV!N: That is right, they are the three. 

H.ll.JR: Why not put it up to them? As of today, I 
am all right on the eighty-seven and a half. 

WR. PAUL: Wo can see them as soon as t hey can see 
us. 
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J,IR , SULLIV!N: That is r ight. I will call them ri(IJlt 
after this. 

B.ll.JR: I think this is a good time to stop right 
now. I will give you either nine or ten tomorrow morning. 

MR. PAUL: All r ili'h t. I would like to :say that •• 
have here a program - £ax program here in this volume--

li.ll. JR: Supposing I got an appointlllent with the 
President tomorrow, what would we a~? 

J,IR, PAUL: 'Re have some s\llllllaries . We have a 8UIIIal7 
of our tax program that will have to be changed because 
of the reduction of the exemptions. 

H.K.JR: Can that be changed? 

MR. PAUL: \fe can do that this afternoon. Then we 
have a summary of the principal items , which is three or 
four pages. 'Ne can even reduce that to a smaller apace. 

H.ll.JR: That is all right. 

MR. PAUL: Then we have exhibits and various rate 
schedules and material that shows our individual rates. 
Then we have over here your statement rewritten and examples 
of various types over here. So that i s your tax program. 

MR. SULLIVAN: Wait a minute, Randolph. 

H.Y.JR: Let me keep this. I won't get a chance to 
look at this until after f our. can I give it to Roy, 
it there is any change to be made? 

MR. BLOUGH: We would like to have so revisions made 
in there . 

H.ll;JR: Be sure, when I go home tonight, that I get 
it, will you? 

WR. SULLIVAN: Your p~rsonal exemptions have got to 
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bt changed there, Randolph. 

MR. PAUL: Yes, we just mentioned that . 

H.Jl.JR: 'J.'hat 1a a good job. Let me aak you gentlemen 
this. L~e chanr the subject for a llinute . I aa talk­
ing Sunday·night a eight o ' clock for seven minutes on tho 
radio with Brother Groen of the AF of L, you see. I 
haven't looked at the speech yet . He is talking about 
seven minutes. He is giving me a whole bunch of chocks, 
you see. Is there anything that I should talk to labor 
about about taxes that I want to kind of got them interested 
in? Is there acything we can sq'l 

:Ill. PAUL: Well, I think you llight-­

MR. SUU.IVAN: When is this? 

H. K.JR: This Sunday, two days from tonight. 

MR. PAUL: Labor pretty well knows. 

H. ll.JR: Is there anything I don't want to say? 

J.IR. PAUL: I eaw llurray tho other day at lunch, and 
he o.xprossed hiasel! as being pleased. 

H.K.JR: I meant on the air. Is there anything I 
want to say on ta.xea? 

MR. SULLIVAN: Whatever you say will be incidental, 
won ' t it? 

MR. PAUL: I think Sunday night is a bad time. 

MR. SJWV.lN: It would be a small part of seven 
minutes. 

H.lt. JR: That is r ight . 

lrm. SULLIVAN: I don't think so . I think that some­
time pretty soon you had better make a tax speech, but I 

I 
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don't think I would want to have you get into an incidental 
thing. 

JlR. PAUL: I t hink we ougllt to have a conference 
with Green and Wurrar and Leo Pressaan and HetEel and the 
A? of L -.n. I think you ought to take some tiM, because 
they are going to be our chief supporters. 

H.)(. JR: I know it, That is whY I don't want to 
lower the thing. Hetzel will sar, "Well, we won ' t 
criticize you much," but he isn't going to say, "We are 
coming out for you a hundred percent," but if we leave 
out this other thing, we will get some enthusiasm from 
him. 

JlR. PAUL: We are going to get it. I have got a 
r esolution here passed by them, the cro--

H.)(.JR: But if I made ~ speech lowering the 
exemptions to six hundred dollars--

.MR. SlJLLIVAN: Vlell, the resolution is against lower­
ing it. 

H.ll. JR: It is? 

:wR. SULLIV!N: Sure. All the resolutions from labor 
that are coming in are against it. 

UR. PAUL: The resolution has some point on this 
seven and a half percent rate. They recommend increasing 
normal taxes, excess profits taxes, taxes on present 
individual tax base, I mean by not lowering the exemptions, 
closing the loopholes, increased rates, lowered exemptions 
on the state taxes and excise taxes on certain luxury things, 
and then they come out against the sales tax. 

H.li. JR: Who ie this? 

liR. PAUL: CIO. 

H.M.JR: Has that been acknowledged? 
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MR. PAUL: Yea. 

MR. SUIJ.IVAN: Kr. Secretarr, there ia one thing 
we should talk to fOU about nrr eoon and that is thh 
extension of time for filing excess profite tax. The 
accounting induatr1 and the corporations theaselvea are 
in a very, verf difficult position. 

H.Y. JR: Well, let's do it at ·the next meeting we 
have. You will get a chance. I will see you again 
between now and sunset tomorrow night. 

MR. SUU.IVAN: That is fine. 

liR. PAUL: I would like to lean with rou a veey 
dirty editorial, "TreaBU17 llasterpiece. " lt is in this 
morning's News. I think it is one of the dirtiest edi­
torials I have seen. 

H.M.JR: Masterpiece of what? 

MR. PAUL: It is against your tax literature . 

liR. BLOOGH: Savings Bonds? 

liR .. PAUL: flo, I think it ia the tax anticipation. 
It isn't quite clear. Yea, it is the Defense Bonds thing. 
You don' t need to read the whole thing. It is just that 
part that is entitled, •Treasury llasterpiece.• It is as 
dirt,. as it can be . 

H .~.JR : I s that us? That little thing up in the 
left-hand corner . Do we get that out? 

liR. BLOUffil : He attributes it to us. I don't know. 

liR. PAUL: Jle says we are writing down to the people 
as if ther were morons. It is unfortunate ther should 
take that posi tion. 

H.M.JR: Look at the stuff today that - I understand 
Patterson and this reporter went to Pearl Harbor, and look 

Regraded Unclassified



Regraded Unclassified



53 

• • • • • • • • • • • • • • • • • • • • • • • • • • • 
• • • • • • • • • • • • • • • • • • 
• 
• • • • 
• • • • • • • • • • • • • • • • • • • • • • • 

T E N T A T I V E 

T REASURY T A X PROGRAM 

• • • • 

• • • • • • • • • • • • • • • • • • • 
• • • • • • • • • • 
• • 
• • • • • • • • 
• • • • • 
• • 

• • 
•••• •••••••••••••••• • •••••• 

Regraded Unclassified



• 

. r.- 54 
"c.o 

Regraded Unclassified



55 

Pebruar7 20, 1~ 

I. 8peo1a1 pr1Y1lege aa4 budah1p 
pl'OY1dOill 

II. Ia41Y141&al 1Dooee hz 

III. OorporaUoa ~ee 

If. Katate &114 g1tt hzee 

l. lxo11e tuae 

'fota1 

.Allo.W&Iloe tor 11lhr­
Nl.ah4 ettHh 

• 

765.0 

,,ooo.o 
2,s,a.o 

25Q.O 

1,200.0 

s,o45.o 

1,000.0 ll 

7.~.0 

ll 'l'he renaae Ullder I ¥111 be h1gbar ~ 
1ndloah4 1t tbe rate obaace• · aa4er II 
aA4 III are eaaote4; tbe reYenae ander II 
¥111 be wbatanUa117 lover 1t tbe rate 
obangee ull4er III are enaote4. 
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Fo~ruary 26 , 19~2 

TREASURY TAX PROGRAM 

I . Individual Income Taxes • ••.••.••••••• 

Retain present exemptions 
Eliminate earned income credit 
Increase rates heavily throughout 

schedule 

II. Corporation Taxea .. .. .. .. ........... . 

Retain t he present excess-profits 
tax credit 

Increase excess-profi ts tax rates 
by 15 percentage pointe to a 
top rate ot 75-, 

Retain normal tax at 2~ percent 
Increase eurtax (to be deaignated 

•war surtax•) to 36% with relief 
up to 20% tor corporation• having 
reduced incomea 

Smaller rate increases for corpora­
tion incomes under $251 000 

Repeal capital stock tax and de­
clared value exoess-profita tax 

III . Estate and Gift Taxes, ... ..•......... • 

lV. E.xciae Ta.xee .... . ... .... . ............ . 

Distilled ap1ri te increase trom $~ 
to $6 a gallon • •.•••.•••••••..... • 23~ 

Gasol ine increase from lt~ to 3i a 
gallon. . . . . . . . . . . . . . . . . . . . . . . . . . • • 21+5 

Cigarettes increase from $3. 25 per M 
to $3. 50 oer M on 10~ brands and 
$~perM on 15i brandt • • •••.•..• •• 163 

Other exo1aea • . ...... . ............. . 50g 

Revenue 
( approx1ma te) 
in million• 
or dollara 

3,000 

2,8)0 

250 

1,200 

v. Special Privilege and HardRh1p 
Provis1ona . . . . . . . . . . . . . . . . . . . . . . . . . . . . 725 

Tax-exemp t s ecurities: tax interest 
from outstanding and future State 
and local aecur1tlee • ..•••.•..•• • • 200 

Percentage depletion • •.• • ••••••• • •. • 80 
Joint returns with special reltet 

tor earned income • •...• • .•...•• • .• 350 
Capital gains ••• • •••• • •.•.. • • • · •. · · · 35 
Lite insurance companiea • .•.•.•.••• • 30 
Mutual casualty insurance companies. 30 
Other • ................. . ............ 

Grand total • •• 
Leas : Allowance tor inter­

related erreota •••••••• 

To tal • ........ 

1 ,005 

7,000 
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February 20, 191+2 

TENTATIVE TREASURY TAX PROGRAM 
Revenue 

(approximate 
t'igurea to 
be r evl aed) 
in milliona 
of dollar• 

I. epec1al Privilege and Bardahip Provisions 

1 . Tax exempt aecur1tiea: Eliminat e 
exemption from income and profi ta taxes with 
r espect to the interest from all (out a tand­
ing and future) State end local governaental 
obl1gat1one . 

200,0 

2. Percentage depletion 

Oil and gas: Limit percentage depletion 
for ex1at1ng pr opertiee t o 5 percent except 
in the cases wher e intangible drilli ng coats 
have been capitalized, in which event the allow­
ance would be 15 percent; royalty intere sts t o 
be excluded from the privilege of percentage 
depletion and to be restricted to coat deple­
tion. For new diacoveriee the rate will be 
27i percent to the participant& i n the dis­
covery, wi t h no option to expense intengible 
drilling coata; all other new oil end gas 
properties t o be aubJect only to coat depletion. 

Other m1nea: Reduce percentage depletion 
allowance t o percent . 

60.0 

3· Joint re tur na: Require Joint i ncome 350 ,0 
tax returna for eii married couples, w1th 
r elief tor the working wife, 

'+. Capital gaina: Long•term capital gaina 35.0 
to be aubjeot to a max imum effective rate or tax 
or 30 percent (instead or the pre eent 15 percent); 
capital losses not to be allowed ae a deduction 
against ordinary income but aolely against capital 
ga ina, with excess capital loaaee t o be carried 
forward aa an ot'taet against future capital gaina 
tor • period or 5 yeara, 
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t~w ~1111fm 
exnpt 1aten1t 
&Muot1ea. 

'· Iaolwll 
te pel1o~l4er• 
('II) .a41UODI tl 

-I-

ll1a1aate 
to tu 

" .. ". •U'IUAI• 

tna 1ne•t•at laoe• 
•11l'Pl1ll. 

D11allew .. a 4o4uot1oD 
ozpoa••• pnporl7 alle-

1aten•t• 

!etal 

Iaor•••• •urtax rate• 
ot lower 1urtax 

~!~~~~~~~ (a) Allow 
DOr04tat;""'f: ii ovtax 1uha4 
10 l"roont ter uru.l tax oal'l ('II) •11-

lJiato 1)1000 ala~ aDl re4uoo 1~,000 
.,x, to t2,500. 

11. Boa1nn1n& 
Jul7 1, not to oxoood 
10 ::fll an4 lallr101 1n OXOOII ot 
prorated poreo oxoapt1on• an4 10 percent ot 
tlw are•• uewat et 41Y14en4• and 'llolld 1nterut, 
a~ partial paJBODt If 1942 tax 11a'll111t10I. 
(lxb1'11UHO Fer 1~ total W1thbeld1ns about 
t1.5 '1111111a. 

!otal 

)0.0 

,o.o 

60.0 

,,ooo.o 

-

),ooo.o 
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III. Oorperat1oa !azeo (&&bl~lt L ) 
Iaoreaoo ratoo ~.o 

1). lol'll&l tal laoraaH nel'll&l ta 110.0 
rah troa 1!4 io ~ ponoat. 

1~. ror oorporat1oao ot oYor 1 1 ,00.0 
t50 1000 oart&x troa 7 to 21 poroont, 
wUb oaol.lor 1Doroaooo tor oorporaUoao wnh 
oul.1or 1nooaoo. 

15. War tal Illpooo a opoolal. war ta 750.0 
of 10 porooa\ iiioW1q a tu oro4U of 5 por-
oent ot tho aaout b7 wbioll tbo l1ll'tu Mt 
lnooM of t.bo tuab1o 70&1' 11 loll tbaa tho 
anroco ourbx not laooM of tho Joar. 1')6 -
19)9· 

16. Capital otoolt tul llepeal tho oapUal -uo.o 
otoolt an4 looiaro4 Yiiuo oxoo11 prot1to tuoo 

Total 

rf • Eotato &114 CUU 'fuoo 

17. lotato tax ratool Inoraaoo ratoo 
throupout. tlihlbhWJ 

18. hoapUoaol Ia p1ooo of tho ox1ot-
1DC OXOII(I~ion of $40,000 aD4 1aouranoo Oxol'D-
11on of f'M),OOO, allow a o1qlo o-pUon of 
t60,ooo. 

19. tift ta ratool Iaoraaoo to tllroo­
tourtbo of raYioi4 ooiaio tax ratoo. 

20. cun tax oxo~1ono1 Bo4uoo oxoap­
t1oa tro• prooon\ 140, \o IJQ1000. Chanco 
annual oxo1uo1on of a1tto tro• ~~,000 tor oaah 
4onoo to a o1ng1o oxoapt1on ot 5,000. 
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y, bolo• !azoo 

21. Jl1oU~ll4 op11'1hl Iau..aoo rah 
troa ~ por ~&lion to II por ,allon, 

22. Gaool1no& Inoroaoo ra•• tro• lt~ 
per gallon fo jj por lallon. 

2}. 01saro••••' Inoroaoo ra•• tro• 
t3.25 per I, to 13.50 per K, on lo-oon' 
branao an4 ~ por X, on 15-o•n• br&D4o, 

24, Other oxo1o... (lxbibl' P ) 

!o'al ozo1 ... 

Gran4 •••at 
Lour Al.lewaate tor 1Dhr­

rolah4 etteo•• 

!otal 

61 

5C)S,O 

1,000,0 !I 
7,o45.o 

!/ !he ronnuo UD4or I will bo lUSher 'ban 11141ode4 
1t 'be r••• ·~· under II &D4 III e-. onao,e4; 
'be ronnuo un4or II will bo oube,an\1~7 lower 
1t 'be rate obans•• un4er III aro onao,e4, 
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LIST OJ' EXHIBITS 

A. I ndiYidual income tax: lftectiYe rAtoo tor married ~eroon 
without dependente- 1918 and oelected taxable yeero- 1929- 141 

!. Co~arioon of individual turtax rnte ochedule under ~reoent 
1~ ~d pr opooal to raise approximately $3 billion with 
~resont exemptions 

0. Amount of income texeo and effective rntee under individual 
income tax - preeent lnw and prcnoeol . Single per •on - no 
deryendenta - personal ex.,..,tion $750. 

D. A.-..ount of 1ncooe taxee and effecth•e rateo under 1ndi>'idual 
inco~e ~ - present law &nd pro~oaal . Married ~erson - no 
dependenta - personal ax~tlon $1,500 -

E. Ao~.nt of i~co:e taxeo end effective rateo under individual 
1nco:e tax - "9resent lav ud 1')fOl)OMl. Married person - two 
d""endents - personal exe:l!Jltion $1 ,500 - dependent credit $400 

F. ·Oo~ariaon of increase in t~ under ~rono snl and emoun t with­
held at source with 1\ 10 percent wi thholdlnt; rete in effect 
!or half the year. Sin~le - no de~endente - pereon£1 exemp­
tion $750 

G. Coounr1son of increase in tp~ under ~ronoeal and aoount with­
held at so\trce with a 10 percent w1thho1dinc rate in effect 
for n full yenr . Sins le - no d~endonta - ~e rso~al exenm­
tion $750 

B. Co:mp_rie.on of inerePAe in tax under nro"Doaal md amount with­
bc1d a t aource with n 10 ~ercent w1tbbol41n& tax in effect for 
a !tal! :tear. !J..arried. - no deTJeodent.a - per•onal exftli'Ot!on $1 ,500 

I. Co:mMioo:> of increaeo in tnx under pronoaal and ""ount withheld 
at aource with e 10 percent vithho1dinc rnte in effect for n 
tull year . Married 9eraon - no denendente - neroon&l ex~­

tion $1,500 

J . Comnnrlaon of increneo in tnx under pronoeal , and amount with­
held "t ao\tree wit~> a 10 nercent "1thho1dine rate in effec t 
for one-half year . J.!IU'riod - h•o denendonte - personal exemp­
tion, $1 , 500; depe~dent credi t $4oo 

X. Comnarhon of ineree.ee in t ax under llro'loaa.l , and BJ:~ount with­
held at source .,ith a 10 percent witl>ho1di"!; rate in e f!ect 
for a fo.:.ll yoe.r . Harried - tvo dependent. - peroonal ex~­
tion $1,500: deoe:ldent credit $4oo 
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• • •• ., ~ 1~ ~ 
6o ... ~ l 15 135 

I • lo5 6 18 90 2 5 
1.5 2 6 20 1.20 ;, 
I .. l 9 22 21.0 

I - 9 z4 ~ 
715 

- 6 lJ 27 1,)25 

' • • 17 ~ 
900 1,9 5 

I - 10 2l 1,)20 2.1>05 
1.1 - 12 25 ~ 

1,120 ~·3~5 

~ - ~ 29 2,4oo ,20 

- 16 J2 ~5 ,.~ i:105 • 
16 - 11 35 lis G''l'IO .065 

I • 10 ~ ~ 
.,a 7.015 - = 5.320 1,165 

:1 ~ 114 ~ 
7,080 10,1145 - 32 117 9.900 lll,oli, 

i - ~ 50 Gl 12,900 17,115 

- 53 61! 16,010 21,965 

- ~ 55 72 19,3110 26,285 

1: .. 57 76 25,010 ~3,685 

- 70 2i 78 J0,980 1,6!15 

I - ., 10 G7 ,oso 119,685 

• - 90 ~ S2 J,JI!O 21·"5 .. - 100 
.,. ~9.71!0 ,285 - - 1,0 ~ s6 82, 280 109,285 

I - 100 1!6 U5,280 152,285 

• ., 67 86 1118,780 195.285 

- = 69 1!6 ~·280 2J!1,285 

c: - 71 86 ,210 ,~.285 - ,., 72 86 )26,210 10,285 

~ 
- 7,ct ~ 

86 ~,780 625.1! 5 
- 1.000 16 J ,7!0 &!10,285 

- a.ooo t~ 
s6 1, J, 710 1,700,2!1~ 

• 5.000 1!6 J,72J,780 4 , 28U,21i ,. ......... 77 1!6 

iiW iliJU..11t, Didalon ot !ru Renarch l'ebrou"J 23, 1942 

1-1 a.W1ee4- 3 
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Alina\ of a.- \aat .a4 etteo\lYe ra\et 

u~r b41rldul '-- \u -pre ... \ law .a4 propoeal 

1/o~ inc01111 I 
before , I 

peraonal I 
exom .. uo 

• 800 • 
900 

1.000 
1,100 
1.200 
1,500 
1,6oo 
2,000 
2.500 
3,000 
4,000 
5.000 
6,000 
8,000 

10,000 
12,500 
15,000 
20 ,000 
25.000 
50,000 
75.000 

100,000 
500.000 

1,000,000 
5.000,000 

llJicl• per- - ao 48pell4•h 
Per-.1 .-p\1011 $750 

Jioai of \&! 
I 

Pruea\ 
1• I Propoeal 

I 

3 • 
11 
21 

~ 
69 
79 

117 
165 
221 

~ 
649 

1,031 
1,493 
2,178 
2.994 
4,929 
7.224 

20 ,8&2 
}6,487 
:13.214 

345.654 
733.139 

3.923,124 

8 
24 
4o 
56 
72 

121! 
147 

~ 
735 

1,023 
1,333 
1,990 
2, 720 
3. 74o 
4,888 
7.473 

10,418 
27,715 
48,055 
69.625 

429,610 
879,610 

4,479 .610 

1 Iaor•••• 1Preee11t' 1 lDoreaee 1D 
1 1D ,.., 1 lav :Propooall effeoUYe 
I I I I ra\U 

• 5 
13 
19 
25 
32 

~ 
113 
11!0 
249 
388 
54o 
684 
959 

1,227 
1,562 
1,894 
2,544 
3.194 
6,833 

11 ,568 
16,411 
83.956 

146,471 
556,486 

1 

1 

.~ 
1.2 
2.1 
2.8 
3.3 
4.6 
4.9 
5·9 
6.6 
7.4 
1!. 7 
9.7 

10.8 
12.9 
14.9 
17.4 
20.0 
24.6 
28.9 
41.8 
48.6 
53.2 
69.1 
1J.3 
711.5 

1.~ 
2.7 
4.0 
5.1 
6.0 
11.5 
9.2 

11.5 
13.8 
15.7 
18.4 
20.5 
22.2 
24.9 
27 .2 
29 .9 
32.6 
}7.4 
41.7 
55·4 
64.1 
69.6 
85.9 
ss.o 
89.6 

•• 1.5 
1.9 
2.3 
2.7 
3.9 
4. 3 
5.6 
7.2 
II. } 
9-7 

10.1! 
11.4 
12.0 
12.3 
12.5 
12.6 
12.8 
12.8 
13.6 
15.5 
16.4 
16.8 
14.7 
11.1 

Pebrua17 28, 191i2. 
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.bolmt of 1Dco .. tax.o and offootin ratoo -cwlor 
11lcUrlcb>al 11lcoM tax - prole t U. 11114 propooal 

Married- no 4opc4cto 
Paroonal oxo.pt1on $1,500 

I .bolmt ~f t ax J:ffoat1To rateo !lot illco•• 1 
before 1 1 1 Inoro .. : Pr .. ont 1 Propooal 1 Incr.a .. 1ll p1 nol1al 1 Pr11ct Propooal 

11.-pUOC law 1 I 1ll tax ~ law I I eff oot1n 
I t ratte 

• 1,50(> - - -1,6oo • 6 • 16 • 10 ·111' l.CI~ .~ 
1,700 13 ~ 19 .8 1.9 1.1 
1,1100 23 25 1.3 2-7 1.4 
1,900 ~ ~ 32 1.7 ~~ l oT 
2.000 so ~; 2.1 1.9 
2,100 52 99 2-5 4.7 2· 2 
2,3)() 61 us ~~ 2-1 5·" 2. 6 
2,~ 71 13l 3·1 6.o 2.9 
2. so 15 76 3·3 6.5 3·2 
2,50(> 90 175 85 ~·6 1·0 ~·" ,.ooo ~~ 285 ~l . 6 9·5 ·9 
,ooo 535 6.2 1}.4 7· 2 

5·000 }75 105 430 7-5 16.1 8. 6 
6,ooo 521 1,100 5l9 8.7 18.3 9· 6 
s.ooo 873 1·735 8 2 10.9 21.7 10.8 

10,000 1,3Q5 2.435 1,~ 13.1 24." llo3 
12,50(> 1,96:> ''"25 

1, 15·7 27·4 11. 7 
15,000 ~:~~ ·~ 1,ru .18. 3 30·2 11.9 
20.000 7· 2. 2}.1 35· 3 12. 2 
25·000 6,8~ 9·96o ~·096 27·5 39·8 12-, 
50·000 20,439 27,145 ,706 ~.9 54.3 13· 
75·000 35·m 47.~ 11,1!26 4s.o 6}.2 l t . 2 

1oo,ooo 
~· 

68,965 16,261 ~2.7 69.0 1 ·3 
500.000 ,084 "28·935 :l•851 .o 85·8 16. 8 

l,ooo,ooo 732·5~ 878·935 1 ,JSl 73-3 87-9 111.6 
5,ooo,ooo 3·922.524 1!,478,935 556,411 71· 5 89.6 11.1 

'l'rteii\U7 Dopa.rtaN> t , D1T1oion of Tu ll .. oaroh lob:ruar;,- 28, 1942 

1-1 llenoed-3 

Regraded Unclassified



73 

Regraded Unclassified



• . ... I, toO 
1,100 
J,\'00 ··-4,tll0 ··-1,000 
1,000 

lt,OOO 
U,MO 
lt,OOO 
•• ooo 
•• ooo 
a.I,OOO ,., ... 

ltO,OOO 
100,100 

1,100,010 ....... 

...... .t UcOll<' 
.... iDd.l• 

preeent .1 

-.rr1e4 }*'.Oil - !vo t.pc4e:.h 
••~ uwpUoa $1,600, 4e~u\ crt41t Moo 

74 

1 Aepppt pf \II 1 ltftstlye rtSfa 
I lriiU' I I I l'rlllllt I I acr•ee 1a 
I 1uf I J>ropolll. I 1-t" .. I 1n I l'ropoul I .tfec\he 

-• • • · 16 • 10 .a o.~ . .. 
u 32 80 .e 1.3 •• • M 3li 1.1 2.4 1.3 
81 118 10 1 •• 3.1 a.o 

1M S3l 1711 :11,11 8.3 4.4 
m &IT 318 1.4 11.7 ••• ., 861. 464 1,6 14.4 7.1 
n7 1,472 768 9.0 11.4 9.4 

1,117 2,14:11 1,028 11.ll 21.4 10.2 
1,7. 3,089 1,361 ll!.l M,'l' 10.11 
1,471 4,11'7 1, 6112 16.15 2'7.8 11.1 
4,31'7 6,6211 2,362 ZL,4 33.1 11.'7 
1,410 9,4'72 ll,"a 2fi,t :11'7.1 12.0 
lt,"' 28,153'7 1,8'70 39.1 153.1 u.a 
111,4711 41,783 11,2'74 4?.3 12.a 115.0 
12,110 118,261 11,101 152.2 18.3 1&.1 

1164,471 428,~ 83, '73t 118.9 86.& 16.7 
711,NO 8?8,216 141,285 '7l5.ll 8?.8 u.e 

l,tn,IM ..4'78,216 1566,331 78.4 89.8 11.1 

!r~ ~t~Jc ...... lthhha ot fa>; Jl .. ll:'cll 

---- -
Regraded Unclassified



Regraded Unclassified



Regraded Unclassified



76 

Co~ioon of ill.or ... o ill \u IIJ>dor propooal an4 aaoun\ 
v1\bhol4 at oour~o vHh a lO ~rcu\ vi\hhol41AIJ: rate 

1D offeot for a half rear 

Sl.llclo - no 4opon4onto 
Poroonal exa-ption $750 

let 1ncoaa l A8oWlt of tax 1 Percant 1 Porcon\ cf 

before 1 I .bout : of totallincreaoe 1D -
na1 1 Present 1 1 Increaoo 1 v1 thhol4 I \ax I tax 

porto J 1 Propooal : in \ax 1 at oourco lv1thhe14 lv1thho14 at 
eroaption law :at aourcaz eourea 

$ soo • 3 • 8 • 5 • 3 37.5~ 6o.~ 
900 u 24 13 8 33.3 61 . ~ 

1,000 21 110 19 13 32. 5 6s. 
1,100 31 56 25 18 32.1 72.0 
1,200 110 72 32 23 31.9 71.~ 
1,500 69 128 59 ~8 29·1 64. 
1,600 79 147 68 ~ 29.3 63. 2 
2,000 117 230 113 27.4 ~.s 
2,500 165 ~~ 180 ss 25. 5 115:~ ~,000 221 2119 113 24.0 

,000 347 735 388 163 22.2 42. 0 
5,000 483 1 ,023 54o 213 20, 8 39. 4 
6,000 6119 1,333 684 263 19.7 38. 5 
8,000 1,031 1,990 959 ~ 

18,2 37.9 
10,000 1,1193 2,720 1 , 227 17.0 37.7 
12,500 2,178 ~· 7110 1,562 5SS 1~.7 37. 6 
15,000 2,994 ,888 1 ,~ 713 1 .6 37.6 
20,000 4,9~ 7.473 2, 963 12.9 37.9 
25,000 7, 22 10,418 3,194 1,21} 11. 6 }8,0 
50,000 20,882 27,715 6,833 2,463 8, 9 36. 0 
75,000 36,487 48,055 U,~6s ~· 713 

7.7 32. 1 
100,000 53,214 69,625 16, 11 ,963 7.1 }0.2 
500,000 345.654 429,610 SJ,~56 24,963 5.8 ~·1 

1,000,000 7)3,13~ 879,610 146, 71 119.963 5. 7 ~.1 
5,000,000 3.923,12 4 ,479,610 556,486 2119.963 5.6 ·9 

!rouurr Dopartaent, DiT1o1on of Tax Reeearch :rebruarr 28, 19112. 
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-- ,. ....... -- wt.tliDU • 
~·-Will .... Ia ect• '•. flll1 ~ ... .,...,. 

' • ' 62.,_ -·· 1) 15 62.5 U5A 
19 25 62.5 ~-' 25 u ~5 .o 
)I ,..i uo.6 
£ ., 117·1 ., ;1·' 115.0 

11) 125 ·3 111.6 
110 115 ~·1 n.a 
zll9 125 :r.9 90-ll 

e = _...2 .., .. 
~1-~ .,..1 

525 it:~ "·' 9, 725 Jg·' 
1,;G 925 ~ ... 
1, 1,175 )1 ... T5ol 
1,= l,l!lil 19·2 T5ol 
lo 1,= 15ol T5o7 

~:m 
.,., .,,, 

~:= 17.8 ~ u. ~' 16, ,,,., 
u.Z 6o., 

Jl:= 
..,,,., B·' 99.915 u.ll ol 

5'56,1116 1199.915 11.2 , .. 
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o.o.arteoa et ~--• 1D \ax '11114 ... propotal u4 &80QA\ v1u.hel4 
at , ..... YiU. a 10 JNII'CU\ Y1UIIIol41ac rato lA otfeot a bal.t .,_ 

llarr1.4 - •• bpol>deab 
:PG'aoll&l t<Q~~PUoa $1,1100 

lot iacOM 1 £Maat of tax 1 J'G'cant IPG'cut ot 
'boforo I AaOUDt lot total 1 bor• .. 

poraoDal :rr ..... I I I wi \l~MU I tax I 1D \ax 
oUIIQ)U ... I I J'ropotal a1::r:::••at oourcolv1u.hel4 1 Y1\bllel4 

1M I I I aat M'RO'' •• egprge 

• 1,1100 
1,800 • •• 11 • 10 • a 31 •• ao.~ 
1, '7'00 11 12 111 10 :n.a 112.1 
1,800 31 ... 31 la 31.3 ao.o 
1,1100 12 " 12 30 31.3 u.a 
2,000 u eo 38 a& 31.3 66.8 
2,100 112 1111 47 30 ao.3 63.8 
2,300 11 118 117 38 21.7 61.4 
a.~ n 137 ee 40 21.2 10.1 
2,400 eo laS " 4CI 38.8 1111.2 
2,1100 110 1711 811 10 38.6 118. 8 
3,000 138 2811 147 711 38.3 111.0 
4,000 Mil 5311 281 13& 23.4 43.'7 
11,000 3711 800 430 1711 21.7 40.7 
1,000 521 1,100 11711 231 30.11 38.11 
8, 000 873 1,7311 8&3 125 18.7 37.7 

10, 000 1,306 2,4311 l,laO 431 1'7.11 37.8 
13,1100 1,1110 3,4211 1,41111 1150 18.1 37.11 
18,000 3,7311 4,1138 1,711& 8711 l4.t 37.8 
30,000 4,114 7,010 2,4411 1131 la.1 37.8 
211,000 '·"' 9,HO 3,0111 1, 1 '711 11.8 38.0 
ao,ooo 30,431 37,14CI &,708 2,43& 8.t 38.2 
'711,000 :Ill, ttl 47,431 11,438 3, 1'711 7.7 12. 2 

100,000 U.'PO& 18,111111 18,311 4, 13& 7.1 30.3 
1100,000 ....... U8,1311 83,8111 34,131 11 .8 29.7 

1,000,000 ....... 878,9311 141,1181 411,13& 5.7 34.1 
5,000,000 a,ta,• 4,478,1311 188,411 349, 9211 5.6 44.9 

!rtat'III'J ~._..,, Dh11loa of !a.J: llo,.....ob '•'braarr 28. 1M3 
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S2 
~- of s.a.r.ue la ,.., .... _, wu~u 
at - wttll a 10 pen•• wUllholUaa ,..,. 

la ll[fMt lor a lUll Tear 

llurlet - 110 ,., ........ 

:Pueual -,u oa - tl5C10 

~i eliu ........ I_ 1 ........ , I fntG\ 1 PereAt ef 

...,." I I : lfur .... nrUh- I Of \etal l lao...a .. 1a ,....- I 
,.._, 

I I 1a 1helA at 1 \u: wi\11- 1\a~< wl\lo,lo,ell. 

-.lloa I law I Pftpeaal I taz aenree 1 holt at I a\ eave• 
I I I I .. ..,.. : 

• 1,,.. -1, ... • ' • 1' . 10 • 10 62.~ 100.~ 
1,.,.. 1} ~ 19 20 "·" 1~) 
l ,M I} 25 ~ 62.5 1:0.0 
1,,.. l: a J2 ~., 125o0 ..... 10 rr ~ ~5 1)1.6 ··- ~ 

, 6o,, UToT ..... Ul u TO 59-~ 122,1 

··= T1 1ll 10 58. 121.2 
I, 10 15, ,, 90 51·1 us,ll 

••• ,. 175 115 100 57o1 117·' 

l·- ~ 185 111l 150 ~·' 102.0 ... , ., 28 250 oT IT oil ,, .. 375 105 11)0 ~~ 11:3.5 lloll 

'·~ 511 1,100 
'Z' 

l!o., 11·1 
•• Ill 1,7)5 • 2 '50 JM 75.11 u.- l,Jif 1!,11)5 1,1)0 850 )II., 75.1 

11,,.. l,f'e ~·1121) 1,1101) 1,100 )!.1 75ol 
1,.., ··m .535 ~.ru 1,350 z,,l 75.2 ..,., ... '·* •• 1,150 26,2 .,,, .,,., '·"' ,,960 },09, 2,}50 2}., 75·9 ,., ... •·II" 17,1115 '·706 11,150 1To9 ~·' '11 .... ,,= 117 ,1121) 11,1126 7.350 1~.5 6o:l ..... "·'" 1,,,,1 , •• 50 1 ,J 

5'0,eeo ,Z::-. 1121,,, 8),1151 115.a,o 11,6 59o5 
1, ..... TJI,,.. 1711,9» lllli,)C1 ,,150 u.ll "·· ,,000,100 ,,,...- 11 ,11711.935 556.1111 _,,150 11.2 119.1 

,..,.,.,..,. 211, 1§112 

I..a J.9t .... - J 
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~- ef laor-a 1Jl tu: unil.er pro)lOoal and UOIU>t 

wlU!IIelA a\ ~ .. wUb a 10 percent vHhholdinC rate 
t.a .UM\ far a ball -rear 

-.n-la& - - 4ep.U..te 
• .,•-••n11·11• aa~t~Uoa .1,500, d~eai!.•t oredit •!toO 

84 

1 .._.. at \az 1 1 Percent :Percent of 

le\ ~ 1 1 -'-"' 1 of total:iJlcr-.. e 1n 

...,_ I hMn'l 1 Iac reaoe : vlihhelil. 1 tax 1 tax 

• 
panoMl 1 1.r 1 ••epeoal 1 •.;:. tia' at oovce : witbhelil.lvithheU a t 

~UR 1 1 1 :at oourcel oource 

1,]00 
!,lloo • 
2,,.., 
2,1'00 
3,000 
, ,000 
,,000 
, ,000 
1,000 

10,000 
11,,00 
15,000 
20,000 
25,000 
50,000 
75 ,000 

100,000 
,00,000 

1,000,000 
5,000,000 

16 • 

~ 
11.11 
m 
5S7 
861 

1,1112 
2,1113 
3.0119 
• • 167 
6,629 
9.1172 

26,537 
116,753 
68,261 

1128,215 
11711,215 

11,11711,215 

10 
20 

~ 
179 

~ 
755 

1,026 
1,361 
1,692 
2,31!2 
2,992 
6,570 

11,274 
16,101 
SJ ,139 

1116,285 
556,331 

• 5 
10 
20 
35 
115 

135 
185 
285 
385 
510 
635 
885 

1,135 
2,}85 
3,6}5 
11,885 

24,885 
49,885 

249 ,885 

'-IF l11 ' ' • J)lYlelo n. of !u: lloeaarch r ebruary 28, 19ij2, 
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e \ 00 

- - - -u 16. 1 62.~ 100.~ 
11 ~ 1!0 62.5 100.0 
19 llo 62.5 Ull,3 

~ 
111 6o '10 "1·3 U&.7 
333 179 17 ~·1 95·0 

111 rJ w: ?.TO .o 115.11 
397 370 4}.0 '19· 7 
llT 1olt72 75 570 311.7 75-5 

loUT 2,143 1, 770 35·9 ~-0 

t5i ~·0119 1,!ii 
1,020 33·0 7 ·9 

,167 1. 2 1,270 }0.5 75-1 
6,629 2o3 1,710 26.7 75.6 

~- g,472 2.99 2o270 ~.o 75·t 

1:.$ ~.m 6,570 11,770 u.o 
zt5 116.m U,27 To270 1t5 

611, 1 16,101 9·770 h:l 6o.7 ,1: .. 76 1121,215 ~·rn J19.no a:: lJlo9,0 1711.215 1 • 99o770 u.ll ,.,. .• 11,11711,215 556·3 1 1199.710 11.2 sg.l 

........ , 
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• a. •z•a.;alllll•ft!!"!L!•• 
-. • « • La tile Jne•t -•u Jnt1h enti\ bat 

• -· ......... ,, ... - pnflh tu: _. 15 ,...., ... ....... .. ....... -' ...... " "'•• 
• ........... !!Ul .. , ta ... atn f22.oco 

l!t'r m . . .. ,, .. ,, ... ··­··-- .,, .. 
\, ........... J!9 ... l-ao !YW ·~ ,000 

•• 

w.-1 .... fta*. •• of ~ •-• 
....... ftat .... "' 31 ,_, 

.... ..... 1' , ...... 'linen\...,,. 
t!J,IOO JlU iO perlft\ et tu .,.. ... 
- ..,,000 

88 
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CG~mal'lton ot corporation tax plu UDder preae.nt. 1ut 
ud. Wider the pnopoNol 

1. lx4ooo proflh ore4H 
a. lDYooto4 C&l>ital MU:od: 

J'trot $5,000,000 of 1A•ooto4 CN>ital 
O...r $5 ,000, 000 of 1Anot o4 cal>hal 

b. Inco• attho4.: 
• 7 

Portion cf aTerece o~ 1A 'baoo 
period, 1936-1939 

c. Soeclfic ~tion 
'J~ 

$5 , 000 

2. J:xctll proflta te.x ratea 
AAJU-ted excea1 profit• net l noomet 

J'tro t $20, 000 
• 20,000 - 50,000 

50.000 - 100,000 
100,000 - 250,000 
250.000 - 500.000 

OTor 5()0, 000 

) . Iuco• tax 
a. •o.-l tax 

(l) Corporations vith cot 1Acoco of cot 
110ro thaD $25 ,000: 

:l'irot $5 ,000 
• 5 .000 - 20,000 
20,000 - 25,000 

(2) Coroorationa with cot i ncome oYer 
$25 ,000: 
l'la\ rate 

(Jl l!otch prorloion - corporaUo,.vith 
net inco=o sliGhtly oTor $25 ,000: 
l'ir ot $5 ,000 

$5. 000 - 20,000 
20, 000 - 25,000 

OTor 25, 000 
'b . llllrtu 

15 
17 
19 

15 
17 
l'J 
37 

(1) CorporaUou vit!l ... t 1Aco:>O of cot 
Mre than ~25,0CXh 
J'trst $25,000 6 

(2) Corporettono vlt!l cot lAce"" oYor 
$25 ,000: 
l'int $25,000 6 
OTor $25,000 7 

(.) Relief )>J"OYhioa: Corporatiou 
vith eurrent 7~ eurt.ax ut iDeo" 
l .eaa t.ht-.D the a•erace curtu n.et in-
coo for tho 'baoo wri ed yuro, 1936-
1939, are allowed a ti>X cro41 t of 10)( 
of ~ d1fference, but not to •xcee4 
~ of our\11% cot iDeo.,.. !h1s "Prorl­
oion applies onl7 to corpor~tioao with 
net 1Dc~e o•er $25,000 . 

(}) •otch worlliOl> - COMONitiOU Vith aat 
icc.,e ollchtl:r onr $25,000: 
l'irst $25,000 6 
OTor fe5 ,000 7 

k. Poat~ credit 

,. 
7 

9~ 
$5,000 

15 
17 
19 

24 

15 
17 
19 
19 

16 

31 
31 

16 
6o 

89 

'lex in e-u:.eaa 

/ 

of tJOi of fiAT 
doll&r of 1cc-
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...._, .. tuo_._ 

- pnfHo •-'"--"• ..... , .. tuot.a 

:lellot t• .. ,_,_-'oloanlql ......... 
toWt.a 

..... p..tlh _., ··-

(...._,. m "eo '• ot AcaU••> 

-2,ofl7 10,018 

l .C. Jloo, 

1,2,J; 
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CoiJ'Oarl OOn of ett Att tu: rate echecble UD~r ,r .. ent l w &114 
" ronotol t o incre&H t he te.x yield b7 &.'>Tlr od iiAtely $250 : 1111on 

vith $CO,OOO .,ecitic exemptloA, no excl uaion 
t or lite inruranc'e 

tret eotnte niter : lll'!!lkllt rde 
a-eelfle ex...,-: Preaent !'o t l'l eo~te t~.x 

Uon 1/ : 1Mr Pro, ow cW!!l"U"' 
<sooor : : Pre .. nt lav p..,,., ol 

Under $5 ~ "'-' $ 150 
5 - 10 7 12 500 

10 - 15 11 15 1 ,050 
15 - 20 11 lS 1 ,6oo 
20 - 30 14 22 3,01)() 
30 : 4o 18 26 4,800 
4o 50 22 30 7.000 
50 - co 25 33 9.500 
6o - 70 2S 36 12,300 
70 - 100 28 4o 20,700 

100 - 150 30 44 35.700 
150 - 200 30 40 50.700 
200 - 250 30 4s 65 • 700 
25:! - }00 32 50 81, 700 
300 - 350 32 52 97,700 
350 = 4oo 32 54 113 .700 
4oo - 450 32 56 129 . 700 
450 - 500 32 58 145. 700 
500 - 6oo 35 co 11!0, 700 
600 - 700 35 62 215.700 
700 - 800 35-37 611 251.700 
800 - 900 37 66 288,700 
900 - 1,000 37 6s 325. 700 

1,000 - 1 ,500 39-42 70 528,200 
1,500 - 2,000 ~ 72 753.200 
2,00? - 2,500 ..., 75 998, 200 
2 , ~00 - 3,000 53 76 1,263.200 
3,000 - 4,000 561 9 7978 1,6}8, 200 
4,000 - 5,000 63 2, 466,200 
5,000 - 6,000 67 80 3,138,200 
6,000 - 1,000 70 80 3. 838,200 
7,000 - 8,000 13 80 4, 566,200 
8,000 - 9,000 76 80 5.328,200 
9,000 - 10,000 76 80 6,088,200 

4oo 
1,000 
1, 750 
2,650 
4,850 
7,4;0 

10,450 
13. 150 
17.350 
29.350 
51.350 
74.350 
98.350 

123.350 
1119.350 
176.350 
204,350 
233 .350 
293.350 
355.350 
41~.350 
4/!5.350 
553.350 
903,350 

1, 2o3,35o 
1,636.350 
2,01<\,350 
2, 791! .350 
).588,350 
4, JSS,350 
5,188,}50 
5.988,350 
6, 761!.350 
7,5S8, J50 

10,000 end our II 80 -
h'.Ut~ZT ~tlltnt, Dl.Yllion of !u :a .. earc~~ Jebraary 19, 1CJ!i2. 

!/ .t. l!'telflc ,,_,uon ot $4o,OOO e.n4 a ltte in-• uc1u1on ot 
$4o,000 art all-d b)' tbe !>HtOIIt UV, 'l'ht !>r'OPOM4 1W V1)nl4 
al1ov a tl~~t;le -ltio -uoa of t6o,OOO but no lite inRr&~~Ce 
• xc1udoa. 
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CoiiParleoc of preact 11114 pr opoae4 .. tate taxea em 
cet eatatea of aeleote4 aiaea 

96 

Tot eotate I 
botore 

~\of tax Ufecthe rata 

opecl!lo I 
ex....,Hoo: I lnor•••• I llnor .. aa 
!Deludlll& 1 Pre1111t I Propoaal ill 1 Preaet 

: Propoaal lio •t-
$1., .000 llfel lelr tu: 1u 1fecU·n 
In ..nn•• 1}1 I rat .. 

(SOOO) I I I 

$ 6o • 500 • ~ .~ -·~ 
70 1 , 6oo • 1,000 2. 3 1 .~ -·9 
90 4,800 4,850 

~ 5· 3 5-4 .1 
100 7•000 7·450 1·0 7·5 · 5 
150 20,700 25·350 'l.t.':IJ 13·!! 16. 9 3· 1 
200 35· 700 46,9':1) ll ,2':1) 17-9 23- 5 5·6 
II()() 97· 700 144,1':1) 46,45(> <.4. 4 36.() 11.6 
6oc 163,200 257, 3':1J 94, l':IJ 27- 2 42. 9 15· 7 
soc 233·200 380·9':1J 147, 1':1) 29- 2 47. 6 18.4 

1.000 307·200 512,5':1) 205·~ 30·1 51· 3 20.6 
2,000 730• 700 1,220,150 489. ~-5 61.0 24.5 
4,000 1,808, 700 2,7~·550 942,850 . 2 68.8 23. 6 
6,000 3·104,700 4,3 ·350 1,235·650 51·7 72-~ 20. 6 

10.000 6,()50,200 7·5llo·350 1,490.150 6o.5 75· 14.9 
20.000 13· 749,700 15·5llo·350 1,790.650 68. 7 11·1 9-0 
110,000 29.149·700 }l, 5110,350 2,J9Q,65(> 72-9 78-9 6.o 

!r .. ouryl)epartment, Dhh1011 of Tu lleaearcb ~.bru&r7 19. 1942 

ll It h auwoad tbat all of tla inNnlllee wov.ld ba•• 'b.., u elu4ed W>d..r the 
pr11111t act. !ba propoaal would allow a a f.n4le epec1!1e exoapt1oo of 
$6o,ooo 'bllt co llte illwr&Doe asol\la1011. 
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BriUoh ud. Culad.i&ll _,or,.U oo 1oc .. o and. ezcooo ptollh ,.,..,, 

BriUoh corpor .. uono aro m bJoot t o tho 1ncOCII tu ud. either 

tho NaUonal Doteooe OootriiNUon or the oxcen proiih tax, wbicbner 

11 q eeter. 

!bo I.Jicooe tAX ratl 1o 50 percent oo net I.JicCOle (al'ter oxceoo proflh 

taX or UaUoul Dofoooe Oon<rlbuUon. ) 1'bo corporation loco• tax rate 

1o tbo .... ao tho otand.ard. rate applicable to l ndividu&lo. OorporP.tiono 

U¥ r r labw'll tMaoohoo tor the income tax 'llhon dhtrlbutinr. earninao to 

~old.ero. Corporation• are, thoro!oro, •or o}¥ tbe vi t bho1d!Qc acento 

wl 1.11 roopect to tbo otM4ar4 rate of 50 percent on 4h i4ond.o, 

!bo Rational Dofenco Contribution rate io 5 percent on not incooo 

(before d.e4ucUon of incoao tax and. oxceoo protlto tax). 

!be excooo profit. tax rote 1o 100 porcont on protlte (before inca.e 

tex and Jo.Uonal Dotenco Contribution) vbl cb u ceod tho l!rotlta !nr 1935, 

1936, tho aftraco of 1935 and 1937 or tbe ""ere.ce of 1936 and. 1937• 
llllder tbe l'inanoo Act of 1941, 20 percent of tho not amount of oxcooo 

prot U o tax paid b7 not7 ooncen (after 4oducUnt t.ll7 NPIIJIIont on eo­
count of 4ofic1oocloo) 1o troatod ao a cr.dU t o be rel\lD4A!I4 to tM tu­

pa111r ft!tor tho WI' at web 4oto ao Par1~nt a&7 d.llt U'IIlno. 

Canadlao OO!'pOratiou are oubJoct to an 1Dcoae tax or 18 peroont 

(20 percent for oorporationo till~~& conoolidatod roturno ) an4 an 

oxcooo proflh tax. !be axcooo protlta tax ra\1 1o 75 poroent on protlta 

in oxcooo ot .,.,.._ protita for 19J~l939 {after 4oduct1oo of inoo• tax 

thereon) or 22 peroant on cvrollt ~ar not in- (bo!on 4oducUon ot 

incoao tax tboroon) vblcbenr ruulh in tho IJ'O&tar tax. Buolnooooo 

wltb protlh of t!),OOO or lou, before obal'oho14ar o 1 or partnoro' an4 

proprietor•' oalarle o, dr•inp or otbtr _.,._ are ~pt rr .. t bo 

uco oo protlta '-"• 

!ba inc .. o and oxoooo proflto tax roteo applicable t o corporation• 

in tho 11Ditod ltatoo ......,. .. prooant an4 propooa4 r•ral l aw and un4or 

tho Brithh an4 Co•''u !.awe oro ohovn 1D tho tollovlns tob le1 

Regraded Unclassified



Regraded Unclassified



107 

- J -

lf ~cb _,.h aro \ o lie bel4 '117 \be Oo•• \ to U.. ..,._, o1 \M 
corporatioa All4 lie reta.rMI>l8 wl\llla a llal\e4 perlM ol\er ._ wr. 
1o. \ bo oo oaooo -r• U 1a .,.., tor - aa4 M.tl.lU-.1 011Pl\al 
oqu1peoa\ or o\ll-100 h opea\ Ia \lao M.tl.lU-.1 .... lo:r-t of 
labor. y M tor do4UGU IIIC aqre~\ Oil......,., ot a.tlol•oloo. lila_, 
of \ bo arodl\ h )o lie retwadlo4 t o tbe ,...,.... .. ol\01' \M wv at -* 
dolo •• ParlS..O•• ~ 61\oralao. 

r roaour,r Dap&r\ .. a\ 
J)h1o1oo of tos .. ooarob 

Regraded Unclassified



A:lo~mt eA4 ..,...,.,., o t conorr U on 1)r of1 h n'lll'J.nl~ t>J'tn 1.08 
hdl'r1clnal lnco- t ax and conor"t - 1nco:w ODd exceao 
, rotlh t axea 1n \lw 17111\ed Stateo Wlder '>reoe:ot 1'-v 

and UD4er ')ropooed 1~42 nlen, and 1n ~rea\ ·:BrH nill 
eAd c .... !} 

I. l.ount of corporntlon pr o!l tt r eno1n1nc r~ter l nd1•1dual 
1ncone t &X snd coroor~t• inc~,. and e~ c••• ~ro!l ta t axea 

Sh~~.reboldttri 1 l ncohe ! r on o t her eo';lf'e ea 
Uone : $5 , 000 $10 .000 #50. 000 $100, 000 

Unlud Stateo, 
oreunt lrw ;./ 

United Stat u , 
~ro 101 ~~ 2/ 

Gr•r t :Brita in lf 
;rntda ~~ 

$641 

512 
500 
? 00 

$718 

3611 
500 
537 

61 
25 

252 

11. Pf" rCf'Dt or c ornore.t i on .,ro! i ta re:~nlnl~ att er tn:!.1Tlt'-·.ll>..l 
tn: o-e t &X nn~ coroor&te 1nco~ ~n4 oxce aa urofl t & t~ea 

~reholter't tneo~~ tro= o tbe r aouree• 
Xone : $~.000 : ~10 , 000 : $50 , 000 : $100 , 000 

ll'n ltod Stl\t eo , 
nrooent lt>,,. 2 / ; 6.ltt lJ7 .g;, 42 . 1~ 23 ,l)'p 17 .~ 

Unl t ed St~>teo-;-
., •• ., •• . 1 v 3h .1 24 .5 21.1 s .2 4.1 

Gror t llrltrJ.n lf 3:' ·3 33·3 25 .S 5.S 1.7 
: ,"'nntl,. ~I Go.o 35.8 26 .9 20.h 16.& 

~ro~a~r~ De~rrt~ent, DiT~eton of r,.~ Reeenroh V..rrch a, 1942 

!I :3'c..t11 or cn:nut e.t l on : It 11 &IIU"nftd tht t the COr't')Ol"::tlon hft.a 
c·.u-reot :;~c r ""rofl t l' of $1 , ;oo, COO l\.9ld 1\• t r "be bl\te :•f':'l'r enrn ­
lnr:• of Gl , ~0. ')O'J; t h. .. t t~e co"1c,....,t o! l·tco~~p 111 the r rr.e in 
t h• On1te' Stetet, Grert Br1 t r ln rnd Crn·~ .. : thnt t4~ eor orr ­
tlon '• e:ce aa ~ro!1tl cre~1 t la tr tr~loe~ on t he br111 of 
1\• ertu:e er rnl-:ob• d·1rlng the \int i .,,.rlo4.: t.:1.: t t :te COI"""'!'t' t lon 
cUatrn.u t ed all ot ita "lr i)J l ta t>..!ter t w.ea r:1:. t'" r t t~e ahb..:·e-
1-.ol<..er ln t he e:u=nl f"t ~~ n. 1/ l "J o~ 1~ fC1tit·· l:t t i".e !r-.eo:-~e 
Q{ t~• conor~tlo·n. 

J Pre,.,.nt 1M:, lle• ··nue .A.c:t o~ 1"'41: .,ro,.,oarU, . or 1:ll.1v!:'lal 
1r_c ,, 11 t "'X e·u ·trz. Se~ed·,lo J .:r., ~·,..•1,.~ .. ~ . l '! cu'tl! t !.tute~ for 
~ret~nt tCh"'~ule nnd th~ rr~nrC l ncou" credit le el1~1neted; 
rntl :or r.or -:IOl ... ' ! cna, e::.ccu: Yoro!1ta crt~~~, it tf':.'l" r-1 unl.er pree­
ent lt\'W' , r r.te tt l ne )"fU"etld U:r 15 l)troentl\(.1 no1ntt t:J.P<t ,. 1,1rtcx 
r~te lncrtc.f'f'd t o tl~.t r rt te of 31:~ . 

•f r1n·~•• Act or l~4l . 
~, 1: 
-' I nco·1o Wt.r 'l'nx Ac t o~ 19 ·1 . 

Regraded Unclassified



1 , .lllollll\ of ahara iD co~raUo11 profi\a 
before oo~raUo11 t.ax• §J 

2. fo\al corporat1o11 b- u4 exo•• 
J)rofi\e tu: 011 •bar• 

3. '-' a...Sl&ble for clle\rllMlUoll 'bJ 
corporat1o:1 \o oharebol4er 1J ( l-2) 

II. ID41n.taal t.Ko• \u: 011 abare of 
profl h recehecl fr• oorporat1o11 

5. total \u: 011 ehare of oorporat1o11 
p roflh (~) 

6. ~' of ·uof1h na1111111 af\er 
oorpor11Uoa &Jill b41Y1dl1al \ex•• ( l-5) 

1. Profl\1 afhr \exn ao a pero•t of 
proflh betora \aue (6t1) 

sSbar·ehol4.er vUh r.ao l.neoae troa o\her aoureH 

1 UDHed Sta\.. : llriUah 1 c..,..u ... 
1 Pre••' 1 Propoaal : ~~ : c 1 
I law 2/ I 3/ Zl ;JJ 

1,500 1,500 ... 
... 
112 

1,500 1,500 

1,000 

1,000 

frauu7 DlparlMII\, D1.tl1oa of fu ... -.roll l•'llnu7 21. 19112. 

Regraded Unclassified



CoJmari•on o£ the 1.nterlock1Q& e f teot.e ot th .. 1n4 .. h·1~ 1ne~o•• t.AX ~ co rpora'-l.ou 1'D.O.OJile 
~_nd exc111 n rotite ~•• tn the Ou1ted StAt•• under nre• eDt law and under the ~ropoe~ l9h2 

pan, with llrlUoh and c....,..u.., 171h- !f 

I - Sb..aHbolder vt\h 121000 froa o \ber eourc•• 
I Un1te4 Stateo : llr1Ush : CaGI,cUaD 
: heau\ I Propoaal • ':!J • 

~ 1.w 2l ll 
1, .I.IIOWI~ ot ob&re 11> corpor~t.Uon prot1~e 

before corporation tax11 §} 1,500 1,500 1,500 1,500 
2 , Totol oorporaUoll iiiOOM ud. U OHe 

protih W.X oD thare 659 988 1,000 6oo 
3 • .booUDt aTailable tor 4it t r 1bu.UoD br 

oorpor~t.UoD to tharellol4er 1} ( 1.-2 Sill 
II. ID41'tidl.lal 1Doo• w.z oil tharl o.f 

5l2 500 900 

protltt rece1Ye4 troa oorpora\loD l23. 1" 36} 

5· total tax oD tharl o.f oorporaUoD 
protUa (2+11) 782 1 , 132 1,000 96} 

6 • .&oooUD\ ot proflh ~Ill attv 
oorporaUo" ud 1D41n41lal taxet (1.-5) 718 ) 61 500 m 

1. Protl\1 attn tun at a perc•t ot 
protl\1 \etore taxea (601) 117-9" 211.5J' }3.3~ 35·· 

Tr•tUl'J Depar\aellt, Di'ridOD ~ Tax :a11earch lebl"'llol'7 21, 19Ji2. ' 

!} :Iaale ot OOipltatioJII It it atnM4 \bat \be oorporaUoD hat c:urreD\ :vear 1>rofUe o.f 
$1,5()0,000 &lld a <rlrap bate 7eaJ' ...... illCI of $1,000,000; that ~he OODCept o.f iDOO .. h \be 
- lD the Unite! Stat11, 0r11t Bn\ldll aDd Cau.da: \bet t he oorpol'II.Uon'• ucaet profl\1 
ore!lt 11 d.etera1Jie4 011 the bath ot anrap llftillCI 4llr1ac the hue J>trlo4: \bat \he 
oorporaUon dietribto\11 all ot U e protih attv W.X.e ud. \bat the aharebol..lar ill \be c­
uplll baa a 1/10 of l$ lqll1t7 ill the lac .. ot the corporAtion. 

?/ J.e<r-e lot ot 19111. 
lJ J'ropoealtl for oorpora\10111, UCIII profl\1 cre41\ at wader J)J'II•t laY, ace11 1lrof1\e ratll 

1Aor .... e4 br 15 perc•tace poi:~:i 1101"Ml \a>< as uder pr11•t law, .,.....,. ra~e loorMud \o 
a tlat rtt\e ot 31~: tor 1Ddi'r1 • evtu Scht<bl1e 1-JI, r .... }, .,.bt\1tu.~e4 tor pro••• 
tohe4111e 1114 the ....,.14 1noo• ore41t ella!note4, 

':!J Pill&llot let ot 1941. ! be oorpon.tlon exo111 !'rotlh w.z h before ,..._.. ore41t N04 tbt 
_, of 11141.'tidsal llloc"' tax 011 thart of llrotlh froa oorpora~lon 1t \be surtu oolr. 
!he atud.tri ra~e h Y1 thheld "' tOCU'Ce br corpor,.tlona, 

5/ booM War fu l et of 19111. 
iJ "~ to 'be o. l$ ot Cll1'1' ... t , ..... -.nt111«0 o.f corporation. 
!Jltnailll t'llll 41e\r lbtoUon of 1>rotlto, 

Regraded Unclassified



Co~mari•on or t h e interlookin&: et't'ecta of' ...u.e indirtcbl.al. 1naoce \p eA4 eorporat1ol!l 111eo .. 
And e xceaa ? rot'it• \axe• in the United St~tee under preeent law an4 un4er t be ~poeed 49~ 

!>W , vHb llr1\1ab an4 CN1A41&11 oyote• y 

:Sb.ar;}io14er with 110,000 lroa ot.he.r a ourcea 

1, .ADW~>t of •bar• 1a co~porat1o11 protite 
before corporaUo11 tax• §/ 

2, !otal cozporeUOII lllco .. an4 lltCIOO 

profUa tax 011 obare 
J, .UOUAt a....tuble tor 41etr1'bu.Uon b7 

corporation to obarebolbr 1) (l-2) 
4. In41rlcllaal 1acoM tu 011 abare of 

J>rofi h recd.,.4 hoa oorporeUo11 
5. !otal tu 011 obare of oorporaUoa 

profite (2't4) 
6 • .t..ou.t of protl u reaillllle after 
. corporeUoa all4 lll41'11411&1 tu10 (l-5) 
7, l'rofito etter tu• ao a p_._t of 

profito before t""" (~1) 

: UnHe4 Sto\eo : : 
C.U.41all : l'rHOIIt I Propooal : llrl Uob : 

law 2/ , ~ ~ 

1,500 1,500 1,500 1,500 

659 981 1,000 6oo 

841 512 p 900 

:!10 195 llJ 1167 

869 1,183 1,11) 1,067 

6)1 317 387 4JJ 

112.]$ 21.1$ , ... 28.~ 

!roao=7 ~t, Dtrlalon ot !ax huarch folllfUI7 21, 1;Ji2. 
!} Jaob ot COJIIIQtaUoar It la ao-.4 tllat tba oorporaUoa lru ..nat 70U pnt1w et 

$1,500,000 and aftniCO 'baoa 7UJ' aanalllp of $1,000,000; tllat lila _.,. ot ~ la tlla 
•- ill tba tlllitell StatiO, On.t lritaill all4 C .... l tllat tM oorporat1o111o .,..,... protlte 
crellit 1o 4atoNille4 011 tba baala of &Yentee aaniJ11e 4Ar1ac til& baoo porio4J tllat U.. 
con>Oration 4l,trilnlto! all of ita pJ"OfUe atter tuae an4 U.t tlla ~lUr ill tM -
upl10 baa a l 10 of lli oqlllt7 ill U.. ~of U.. oorporetloa, . 

y !leY-.. Act of 1941. 
lf Propoaalu for oorporaUona, uoeaa profUa orelli t aa WOller preeoat t., -• profit. ratae 

illcr--.ell b7 15 peroe\ac• polato, aonal tax aa aador praoet low, nrtaz rate laon.oell te 
a flat rata of )1~; tor 1114lrl4aalo rarlalt ldiMI!.lo 1_., rn, J, •boUtate4 for preoet 
ocho411le and tbo oarae4 inoo• ore4it o11a1aate4, 

'1J J'ill&llce Act of 1941, !M oozporatlon -•• :oroti\o tu 1o botore poe\-wor ore4it &114 tM 
&*>Wlt of ! nd1rlclu.1 1Ao- tax 011 obaro of protu, he• oorporaUoa lo tba nrtu oa1r. ~ 
!be otan4ar4 rato io vltjlhel4 at oouroe 111 ootpOraUona. ,.. 

5/ lneou Yar !ax Act of 19111. ,.. 
FJ. AUWted tO bo 0,1$ of CW"I'OIIt 70U Oarnlngtl Of COiplll'atiOil, 
IJ Aoow...r.t full diotribu.Uon of protito . 

Regraded Unclassified



Co2F&Tt1oc o~ t.b• let• 
e.:\4 d c•ta prot'l \.I toll%~• 1n t.be Uld ~ed. S\,Ate ,r; UAd.er p:-e•c~t and ucd.er t.be ;>ro eo•~ 

1942 pla.c. vi th Dr1 t.iah nod Cflnt·~i~ ayet.•.c• ;..' 

S~reholder vlth $5Q.OO - rro~ oth~r aourr~~ 

Un1 t•d Stat•• 15r1t1eh C...u•l!\an 
P~lltllt i'TO!'Ooal ~/ ~ I 

b .v 2 I ;;; 0 

l. Amount or ohare in corporation profito 
before corporation taxeo ~I 1,500 1,500 1,500 1,500 

2. ?otal corporation lnco.e &Dd exceoe 
profito tax on obare 659 ~113 1,000 d:1J 

}. A:!awtt a·rallable for dlotrtbutlon b)' 
corpo1"8Uon to ohareholder 1} (1 - 2) Sill 

4. lndhid\Uil inoo• tax on obare of 
protlte recalnd froa corporailon 496 

512 500 900 

}89 1113 594 

5· total tu on obare of corporation 
protlto (2 +II) 1,155 

6. .a.ou.t of profl to re,..1ni.JIC after 
corpo,..tlon aad 1n41rtdllll tueo (l - 5) 345 

1,377 l,lll} 1,194 

12} 87 306 

1· Profl\e an ... taxa• u a pnctllt of 
proflte before taxeo (6 • 1) 2}-~ s.~ 5. M 20.11, 

frldlll7 J)ep8rt .. llt, D1rtolo11 of tax lleoearoh llaroh 2, 1942 

y Be.olo of co~~pV.tation: It 11 uoued that the corporetlon hal currlll\t rear protlto of 

$1,500,000 and •••noc• baoo r ear earnl~ of .1,000,000; that the conc:ept of l •eoM 11 tha 

aaae la tba United Stateo, Groat lrlt&ia an4 Caaa4a; that t~o cor,orr t lon'• ezceoo proflto 

cre41 t 11 4oh%'!11nl4 on the baolo of a•erace aara~114:• durin« the bale period; that tha 

corporation 41otributeo all of ita profits alter taxea and that tho oharehol!or ln the 

uuploo hl.l a 1/ 10 of 1~ eqn1 tr in tbe lccoae of tha corperat1o11. 

1f. ..... au Act of 19111. 
Jl Pro:;»ee1u lor oorporatlou, u:ceoo proflto cre41t u 'IIJIIler preoect laY, u:ceoo pronto ratoo 

1noroa11d b;r 15 )'l roentap pob\1, nor:oal tu u ad.er prlllnt law, ourtu rate lacr•sed to a 

nat rate Of 31,; fOr 1ni1'flet!Alo, IV\U: Schoclull 1-1, rl'flled-3, lll'bltltute4 for pr&llll\ 

ecbaclulo u4 tbe earned lllco .. ori4H ellalllllhd.. 

".!/ 1'11111101 J.ct of 19'11. !he corporation e.xceoo proflh tax 11 'batore 'DOlt~...- credlt u4 the ~ 

-'QIIt of lz:c!bU!>&l lAc_. tax on obare of prottto troa corporatloA h the ovtax onl7. the ';;; 

ot&Ddard ra\e 1o vlthbalcl at oouroe '117 cOI":;lOntlou. '" 

51 Inco.,o Yar !ax Act of 1CjiU, 
FJ .boUMd to be 0.1( ot cvrt~nt )'ou eorninco of corporation. 

If uou.iec tllll 4lotrlbutlon of pro!lto. 

Regraded Unclassified



1. 

2. 

} . 

4 . 

5 · 

6 . 

1. 

Com'lii!Lr'iaon o~ the interl.oc~ e~t'K'C~J.- ot' ~ce 1-n4h•1'-ual. iDeo~• t-c.x a:u1 c.oMorat1cn 1nc~ 

l".:u\ -:xe••• .,rott te t axee ln t~• t1D.1 '-•4 State a VAder .,,.ea ent lf'v ft..'l~ und.e-i the "'t"'-noa•4 
1942 .,1 ..... wlth :Sr lt1ol1 and con,dlatl .,. •• , . !I 

Shareholder V'1th ~1002 000 t~~ other aoure~• 
United Statu llri thb Ce.nM.11Ul 

Preaent PropooN. 
lAV 2/ :Jl "!/ 5.1 

.Aa01mt ot ohare in corporation !'ro!ito 
betore co~r&tion t axeo §.1 1,500 1,500 1,500 1,500 

!otel cornorrtion lnoo .. &D4 exoooo 
,ron to tu on ohare 659 968 1,000 6oo 

Jaoaat 8Yailab1o !or dlotribution b~ 
COI"!>>r&tiOD tO &Mrellol4er 1} ( 1 - 2) ~1 512 500 CIOO 

IDdlY1~.a1 inc ... taz on &hare ot 
nro1'1to reoelYed !roa oornoratioD 572 451 475 611S 

!otll t u oD ohare or oornoratio" 
pro!Ue (2 • 4) 1,2.31 1,4.39 1,475 1, 211S 

- t et ~nto J'lllliJilD« e.!ter co...,ora-
tion 11114 1Ddlrtd:ul taxeo ( 1 - 5) 269 61 25 252 

Pronto attn t&Zoo "" a percent ot 
nrotlto before tax•• (6 • 1) 17.9~ l;,J$ 1.~ 16.~ 

!reUVT ~t. Mrteto" ot &i inearch lllli'cb 2, 19112 
!} lull of o_,..tatlODI It 1a u.,..4 that tho corporation hal C'l..'Tillt ,.ear nro!lto ot 

11,500,000 aD4 1<\'erap baH :1'1&1' o6l'll1Dca ot tJ.,OOO,OOO; t.'>&t the c01>0nt of lDc- 1o tba 

..... lD the tlalted ltatee, i)nd Jlrl\aln Slid Oazlt\ol.a; that the COMOI'&tlOD. 1 1 ezce11 nrotlto 

credit 1o dehrainld on the bade ot anrap ...,.l"CI ol.nrl"C the bate -pertool.; that tho 

ooro>oratioa dlotribatu all or lh '>rc!Ho atter t&Zo• &D4 that tho tb.areb.older la the 

.-.,111 hat a 1/10 ot 1$ lqlllt:r la the 111- ot tba coJ!I ora\lOD. 

?J. ltenn!U £ct ot 1~111. 
!J 1'rO»>eeltl lor co.,.raU ono, azcou pro!ito oredlt ae 11114or prooeat law, em••• 1>rot1to 

ratu 1nareuo4 b:r 15 perentece ool llh, noraal hz •• 11114n 1>rou1lt law, wnr\u rah ln­

oreueol. to a nat rate of )1$; tor 1Jid1Y14U#lo, .,....., lohe4u1o I_., rnheol. ), moU-

W.teol. for prttiiD\ eche4ulo 8114 thAt tal'De4 laeot11 oredl\ ellllinated. ~ 

"!J l'iAeace £ct o! 19111. tho conoret1o11 tJII PII 1>roU\t tax h bator• ,,.,.,_ oretlt an4 ~ ~ 

_, ot ladlrtoi.Dal lnooae u.z on &hart of 1>rotlto fro= oomoratloo. h \Ill 1'111'\az oa 7• t.) 

'ftle otallc!ud rate h w1 tb!wlol. at t ovo• b:r oorporatlou. 

51 IDcno ar !as £ct ot 19111. 
'fl. Aotu~4 w bo 0.1$ ot ovrnt ;oree.r tarni"C• of ocf1K1raUoD. 
If .Ueaai"C tiiU dlo\r1\>utl011 of 'DrofUe. Regraded Unclassified



Z.tate t az l.t.abtlt t7 tuu\.er pr•ee.at a.a.4 propo•e4 Ua1\e4 8 \at .. l ave aa4 11M..r p:reect 
llritlol> &.D4 C .... 41&D lava , for DOt eotat .. (kfore -tiOD ln:.t lDClU41AC $1.0 , 000 

t oeuraace ) o t •~ecte4 ei &e• 

.. , •'-'• __ , ot- lrt .. \he ,.ta, ,__, 
w- epeoltle l 
a.p\lea !I 1111dtd Ita'- J/ ... , I I I 

t•J•sac : lrl\ala ..... I 1111d\e& Ita'- I ..... I ...... 

hO,OOOUfe ~' I ... poeal : ~ I " ll'rnld~ 1 ~\ala • ~ 
II ! 1/. I - I I ' - ,-··•••el, 

• :10,000 - -· ]DO J - ~ &-10,000 - - -
~·000 - 1,1110. - - .... 

,000 - e. a 1,= - - '--
~·000 - ),EOD - - Lt i=j ,000 • 1,=· 5.0llo t.1l'J ... -
10,000 1,000 ,,. ti L) 1--- ..-
•• ooo ~·000 to* 7,6111 , .. t.l "' 

... , 
,,000 ,IDO II,., ,,.,. 5-J ... ..., 

lGD,OOO 7,000 7.~ 11.000 J:. 7.0 J:l .... .,.. 
1!10,000 10,100 a:= 11,600 1).1 ~ 1:1 a,ooo )5,100 ~·000 17.- ~:r !i ::: IIOo,OOD 97,100 J.llll,1,0 ,000 ::m ... 
600,000 "~),aDO 151.»0 lll.- ..,,, ]La .. , 
1110,000 I)),IDD ,.,,.. 110,1100 . :t= 

.,.. _, 

ii -=: 1,000,00D )Ol,aDO !PI.550 )81,000 

~= tJ i 1,000,000 .,.,,100 1, .. ,1,., •• ooo ~-ll,OOO,OOO 1,-.100 e.=:!J!III 1.010,000 ... "" 6.000,000 (1011,100 ... ,)50 (5MI,OOO 1,~6!Jl !Jlol l;:l ti 10,000,000 =·- '·=·"' !IDD,OOO a.-.. 110.5 
10,000,000 1,), .100 "· !1110 ,, 

1],000, 000 5, ]96;11)0 "·' '"' 
. .., 

110,000,000 19,1119,100 )1, ,, 16.000, 000 :10, 796.11)0 72·9 "'' lt.O ·-- ... I '· aaa • ......... 
..... IM&. 

Regraded Unclassified



W:tl"te tax 11ab111ty UAder pres ent. and propo•e4 Uni ted State• l•"• a.n4 UZ~A_er p react 
3rlt1ah a nd Cau4.1a.a la.,., for net eatatea (before e.x•l)tlon lna.t l.D.ela41nc $10,000 

tnaura~e} of aeleot•4 al&ea 
(Continued-:!) 

!/ .l ..,u1c ~Uoa Itt tlio,OOO aa4 a Uh 1uure.ace ucluloa of tlio,OOO u. au.w.& 'llr U.. 
F"""' Ua1\e4 1\atn law. fila propo .. 4 lw voald al.low a a111Cl• e,.cU'lc a:-.pUoa of 
$6o,OOO bv.t "" Uta luvaDOa u clulca. 

gJ 1\ h u~ that all UI'III'CAca voald ba,.. beaa uclude4 'IUIIler the F""""' act . fila a,.....,. 
_, of u clwle4 lU'III'aace la raont 7GDJ'I bao 'bMa about . 6,000 per taubla aotata. 

JJ Before credit tor death taxu paid to Statao; thle credit h liaHed to lfO perc ... t of tba tax 
h•pooed b)' tho 1926 Act, vhloh applied onlT t.o eotaho of 80ra \ban hoo,ooo. 

':!J Polmd conYertod at $4. lxelwleo lepq aad ou.cceuion dut1eo applloable to porooral propert,;r 
aad re-.1 propert7, roopocthalT. Tho raho of tax are rra4uhd 011 tl>e belle of OOJIMIICililllt7 
and not on t!>o ohe of the o~re recel•e4 'b7 eeoh bnetloiarr. thu~.or praout lav tba raho, 
after certain exemptlono, 111 the coot of both of thett taxet, are at follOYtl 

On ohorea pottlD& to huablul4 or wife, child or lhaal de•ctndallt 
of child., !a tiler or aothn or All)' un .. l ancestor • .•. ...... •. ...• l~ 

Oa aharea poeo1~~;; to brotl>er or deter, Uaeal datc ... dallt ot 
brother or eta\er •••••• .. •.•..•. .•••..•••••••••••••••..•••.•..••• 5 

On tbarat paaa1ac to &117 other ,..roon, includiiiC atrT ralahd 
•Ill¥ by aatural U•• • •• . ••••...•••....•.•......••.•••••••••••• •. • 10 

In certain catu oupnltMII\ar7 nht to a _..,_ of ~ percent are cbar,..bla .xcepUD« ao 
between apoutto. !he •••race rate 1A recnt 7"" bat "b .... about 1.4 percent Itt net "tatet. 
Jo allowan~• 1• ~4• !or the pr0Yit1ont rrantlac relief at pointe Yb•r• r ·t eo chaD«•· If tvo 
rattl are ponlblo, tho hlebar 1e uao4. 1

; 
5/ AnQIIe o oc;ual diY1e1on of ""'"'" "bet,.een Yidov and 0111 adult child. 
FJ Bo tax, .on atlllllptlOII that tall a4nntaco it taken of the ,25,000 exo.ptlon allowed a Y14ov. 

CLI:i 
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Stateaent by Secretary Korgenth&u before 
the Ways and Keane Coui ttee 

I. In\[oduotion 

I a.a here to offer ay auggeationa aa to our firat 

revenue act of the war. I hardly need eaphaaize the 

eeriouaneea of the occasion . The task before ue ia to 

decide how this war 1a to be financed and how ita coat 

ia to be distributed. Econoaic and social conditions 

during and after the war will depend to a large degree 

upon the courage and wiadoa with which we attack these 

problema. 

Victory in this war will deaand expenditures on 

a scale for which there is no precedent. The President 

haa announced a prograa involving war expenditures of 

$52.8 billion in the fiscal year 19~}. If we are to 

furnish the weapons to the aen who are doing the 

fighting, we shall have to aobilise every possible 

dollar of our incoae. The President's Budget Keaaage 

calla for an additional $7 billion in addition to a 

Social Seourity Prograa of $2 billion. This will 

Regraded Unclassified



• 

- 2-

le&YI •- hUlloa to M ll;orrowed . X. • far u 11 

poetibll •hi• borrnlq wll 1 he froa \he la ... Uld 

ea•iaa• of \he grea• _., of ov people. 

It~ •h• deYe1op .. a\ ef oar proaraa for flaaaetll 

the war, eenral prlaciplee ello'lllll p141 u. n. 
fire\ will be to fac111\a\e \U .azl ... prOda0\1 .. of 

n.r aahrlall. !-i• will H&D \Ia&\ ov u._1 .,.. of 

Udllg wlll be clraaUcal1y &fflo\ed. le Unlll •t 

heeUah to cM.age our .,.. of 11Ylag la &af· wr \la&t 

helpe •b.• war effort. 

On •he e\b.er b.&ad, 1\ ie lapor\aat to the war ef­

fort to aaia\a1a a high e\aadarll of .. rale la ci•111aa 

Ute. lUll ao\b.er oou14erauoa 11 \Ia&\ tu reacl­

~utant &f\er ne war elloul4 .. , be _., uaeoeeearUy 

dlffical\ . le ~ neYer forge\ \Ia&\ our flrw\ ~i it 

to wia tile war, n\ we nat allo reaeaber •ut aew prob­

ltu wlll face ue a\ \he end of the war. 

!1 we &llnb1e for \he OODI14er&UOD Of the 1942 

taz bill we are ooatroate4 wi•h an ecoaoalc prob1ea 

which ie 1n\1aa•e1y aeeoc1a\ .. wi\h \he aee4 of reT ..... 

I refer, of covee, \o \he graTe \b.rea\ of latla•toa . 

Ia war Uae .e&IJ taoou• are b.lgb. du \o hll ..,loyaea\ 

----- --- _ __,:,;;.....:;..._ 
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at higk .., ... while ne qaaa\UJ of oiwlliaa pocl8 

aYailablt f or p1ll'Oilut 11 not tnlarat4, aacl 1a ltatral 

is actaallJ diainiahecl. Ualeaa effeottwe prewenttwe 

aeaaurea are taken there will reeult a rapid geaeral 

increaae ia price•. 

lhile aoderate price riaea .. Y att.ulate prodao­

' ion when reaourcea are partially unueed, a .ubetaatial 

price rile would be aa unqual1f1ecl ewil at a \be wkea 

,, are approaohing full utilisation of our productiwe 

reaourcee. An inflationary price riee ie a eource of 

sraYe social inluetice. It underaiaea aorale &D4 ia­

pedea war production . !~t laardahipa of inflation 

a\rike at randoa without consideration of equity or 

ability. Once 1\ laaa aoquired aoaentu, taflaUon 11 

extreaely difficult to control, and it will leawe a 

htritage of poet-war difficultiee that will baant ua 

for dec&dee. lwery conaicleration of national welfare 

calla for ite preweatiou . 

!he way to preweat inflation ia to preYeD\ people 

froa enaaging 1D tke futile effort to buy aore goode 

thaD can be produced. !hie require• a ooaprelaenain 

and integrated prograa of aati-iDflatio .. ry aeaaurea, 

1D which iDoreued \uee ud iDoreued eaY1•1• are 

-
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essential parts . Price control, allocations , rationing, 

and the regulation ot consumer credit are other parts ot 

such an integrated program. 

All these controls are interrelated . The devices 

ot price control, allocation, and rationing will be 

more ettective it taxes and savings are i ncreased . 

Similarly, the effectiveness ot the fiscal devices in 

preventing in!lation will be greater 1t price and com­

moditY controls are used . 

Although increased taxes cannot by themselves 

solve the inflati on problem, a much larger volume ot 

t ax revenue is necessary than wiil be collected !rom 

our existing tax system. MY purpose toda,y is to in­

dicate the tax program which tbe Administration be­

lieves should be adopted at this time tor the best 

interest ot the coWJtry in the 11t'Jlt o! the considera­

tions I have mentioned. 

II . ObJectives ot Tax Bill 

A. Volume ot Revenue 

In reaching the conclusion that the tax bi l l 

should raise $7 billion o! additional revenue , I have 

had in mind the tact that the social security program 

/ 
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l}oU14 M expaDdM MU U \e OOYII'all utcl U W pro­

,1oUoa, u4 \Jaa\ 1Dor1Uicl \uee u4 ooa\riwU•• 

tor tllil purpo1e tlunalct be illoriUicl bJ approaia\tlJ 

$2 billion a year. I aa DO\ Mll:iq aay reoa•••«a­

tioa• with reaard to aooial ltoart\y taaa\iaa or -.aa 

tite in ooDDeo\ion with \hil bill, bat cballcel of ,._ 

I&(Ditude illdioated ahould be kep\ 1a aiad 1a pl••at•1 

'be h.s proaraa. 

B. 111\raip\ of Ipfl&)iop 

!he \u reoo ... ada\iODI-•hioh will be prea .. \et 

h&Ye been fraaed al1o \o proao\e \he ob~ec\iYI of 

curbing inflattoa u well u railiDI reYea••· I Jaaye 

&lready indicated \hi aonace of iaflatioa aad tile .... er 

ia which taaee oontriba'• to 1\1 re1\ratn\. !he aoet 

e!!eotiYe an\1-iDfla\tonary taae1 are \hole which bear 

~·' clireo\ly oa coneuaen• purohutq power. 81Dce 

1&11 pmrohuiDI power ie Yery larsely ia the low in-

co .. ,, i' il aoceaeary \o plaoe heaYier burden• oa 

such iacoaee than would be ~ue\i!iable if there wore 

no inflationary danger. 

!he inoreued colleo\ione for eooial eecurity \asee 

will aleo 11r.e an an\i-ia!la\ionary purpo1e. 
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In hie recen~ ladle' lee..,e '~' Preeid .. t llid 

~bat •prosreeeiYI ~azee are the -.otbone of '~ federal 

•ax eyetea. • Although t~e fi ... ciaa ef the war reqair .. 

t&JII upon lower inooae lewele 'o ~lp ia reetrainial 

1Dfl&tion, we .nst not loee ei&h' of 'he balio priaoiple 

of our tax eyetea, naaely, 'hat ~e• IIJiould. M fair a8d 

nond1eoria1na,ory aad !apo•ed. 1D aocord&Doe wi'h ability 

to p&J. 

!ax&tion aocordiDI to ability 'o pay lee41 ae to 

reoouend 1aorea••• -in tuee upon hilh•r len.ll of 1n­

coae &I well ae lower lewels. ADO'her corollary of the 

principle of ability 'o pay 11 that special priwilllll 

in our tu lan ehould lte reiiOYed. Another 11 that 

taxee not capable of beiDS adjusted to c11fferencee ia 

1Dcoae or fully respouibUiUes, noll u aeneral eal•• 

tu11 , ehould be aYOided.. rtaallr. it 11 u 111eat1al 

of tax&Uon ~rd.iq ~o &bil Ur te paf that ud.UI 

profite •~ould be recaptured wherewer they occur. It 

1e not neceeeary ~o allow uareaeoa&ble profit• 1D 

order to eecure aas~ prodactioa wi~h ecoaoaic&l 

busineee wenaseaent. UDder coaditioae of a war ~iae 

/ 
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eoonoay Ue oou'rr OUDO' '•lerate n.e re'••U• of 

UDdue prof1'•· 

III. tv Rogpwo!ld&Uog 

A. leMpl qf btqlal Pr1yiltctt 
_..., 

there are ln our 'as •r•'•• cor,aii;ProYleioae 

which graa' to rela,iwely few of our people epecial 

adYaa'aa•• &Dd priwilegee at the ezpeaee of the grea' 

au• who auet p&f wh&' 11 thereby lo•' · I aa uwilliq 

to ut the grea' aua of the 'azpayera of the 1JDUe4 

Statee to pay billion• of dollar• of addi,ional rewenuee 

until theee defects hawe been reaowed froa the \ax lawe. 

!her are bad enough in tiae of peace--they are coapletelr 

inexcusable 1D tiae of war • • 
in i~rtaat exa.ple of auoh a priwilege ie pre-

(Exaaple l) 
aented by '&X exe.p' eecuritiee. IYerr eleaent 1a our 

population ehould bear ite fair ehare of 'he bardene 

which war i8p0eee. through tax exeap' eeouri,iee, 

howewer, pereoae with large taxpaying ability find 

theaeelwee ia a eheltered poeition . ror the ao•' part 

they did not bur theee eecuri,iee at price• reflec,ing 

to any eignificaa' exten' 'he great priwileae of eecape 

froa war t1ae burdene and aurelr 'he ltatee did not 
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offer ne Mftr1Uee .. UJ ROll Male. file llolure 

ot w e&np\ eeoar1Uee are ebW.bc nat are .. ..... 

\tally w1Ddfall pref1te 1a a tt.. ef aa\1e.al ... r1f1ee. 

ror a leq U•• Pree1uate, ... retar1ee of tile 

tuuury, u4 00qreee1eaal OOMiUHe ll&Ye real ,.._. 

\he el1a1aa\1oa of \he \&& e&e~~p\1ea ef 1aterM\ 011 

tu\ure GoYera.ea\ eeoar1\1ee . Laet year \he OoJIIr .. e, 

a\ ay recoaaeadat1oa, reeoye4 tile eze.pt1oa OD 1atereet 

fro• future 11 .... ef Jederal ee.ar1t1ee . 1o aot1oa 

hu b"n takea w1 U reepect te tile 1Dhreet oa f1lture 

or outetaudiag State and leoal eenr1t1ee. 

In t1aee of peace, when the e\ra1D oa o\her ele ... \e 

1• the popula\1oa wae ao\ so heaYJ, tile gradual el1a1~ 

\ion of t&& IXIJIP\ion through 1apee1JII \a&ee only on 

f•\uu ileuee h&d 1111ch to reooueDd U, but tile aaUeaal 

18BrJIDOJ of war aakee thie 1ra4u&l approach uacoep\able. 

I therefore recouelld \he repeal of the pree .. t exeap\ioa 

applicable to oatetandtDI ieeues of 1\a\e ud local ••­

cur1t1es . Untor\UD&tely, \&& e&eap\1ea olaaeee appear 

in aany of the outetandins leeuee of Jederal eecur1t1ee 

and \heee proaleee .. ,, ao\ be T1olated. Ia the oaae 

ot State &a4 local eecur1t1ee , howeTer, \here llae 

••••r beea any coatrac\ or 110ral ooaaltaea\ betweea 

• 
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the Federal Government and the security holders or 

the local governmental authorities regarding Federal 

taxation . It 1s true that some representations have 

been made in good faith by these governmental authori­

ties on the strength or a mistaken interpretation or 

the Constitution . However, since the Supreme Court 

decision in t he case or Graves v. O'Keefe 1n 1939 

ra1r minded experts in constl tutional law have had no 

doubt of the Federal power and moral right to tax the 

income !rom State and municipal securities . Federal 

tax poli cy has never been static; new taxes and higher 

rates have always been adopted when necessary. Such 

changes , as well as the possibility of new interpreta­

tions or the constitution, have always been an unavoid­

able r isk or t hose subject to our laws . Where this 

Involves special hardships in particular cases, I would 

recommend that errort be made to devise relief measures 

designed t o alleviate the situation. 

A tax system cannot be defended which ln a t ime or 

grave national emergency calls upon the great mass or 

our taxpayers to shoulder the heavy burden or additional 

taxes and yet permits persons wi th l arge taxpaying 

abilit y to pay virtually nothing in taxes . The 
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... nnooe •oo•IU'J' to wt.a a ... tor t ho "-•U' et 

all or •• uo'al4 llo lbaro4 liJ all or •-1aa11111 .. 

the ho14••• or taK ozo.p' ,,.,..1,1••• !be Proe1 ... , 

ea14 1D lUI J114&0t ....... , ...... 10..., Morl .... 

are ooatrlnU., 111. tiMlr •••I'll•• all4 ona ~lr U••• 

1io tho laUoaf 1 JNat taok0 I u ooat14oat tha' !!! 
Aaorloaao w111 llo prowl to ooavlkh 'IM1r .-.ot 1a 

-.zoe.• I 1!101114 tool roa1o1 1D 4'atJ 1t I 414 ao' --rooouoll4 ~ ol1a1naUoa or aa o:aapUoa 1dl1ok JII'OY•••• 
all Aaor1oaao rrc. ooDtnnu., tbllr •'-•'• 

lo loroodyo 4oploUoa. A ooooll4 o-s~lo 

ot opoo1al pr1Y1loao 11 ~ allowaaoo tor 4oplotloa. 

At tho proiOD' Uao tho OWDOI"I of alDOl aD4 o11 WOlle 

aro a1lowo4 to 4o4uot eo-oallo4 porooataco doplotloa 

or ooot .. ploUoa, wlUoiMYOr 11 lUpr. lorooataco 

4oplot1oa ooao11t1 ot a oortala porooataco (27-1/~ 

1a tho oaeo or poroo•• baY1DC u ooo~o atoroot 

1a o11 all4 po proporUoo) ot poou 1aooao, ~ 4oduo­

U• 1111., Ua1to4 to 50 porooat ot tho aot 1Doo• fro­

tho proportr. ID&or th11 arr&JliOaoat porooatago 4oplo­

t1oa 1001 oD attor 100 porooat ot tho ooet 1o rooo•orod 

DD4 aar eu~etact1~1J ezoeod 4oplet1oa baeld oa ooet. (lxeaple 
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Ia 19)7 tbe h'ed4oat aa4 tiM 'be&ni'J r••-lllb& 

~he ell.AlaaUoa of porooa.._. 4oploUoa, "-' ao aoUoa 

wu thoa tu••• !1M ..,. baa laMaaltlocl tiM aooonUJ 

of tho Oll.Ala&UOD Of 8DJ noll ~Olal fa•ol' to OM 

&roup of tazparoro. 

oao of tho roaMao aaaonocl la llobalt ot porMataco 

4oplot1oa 1o tbat 1t ••~atoo ozploN,1oa for DOW 

a1aoral proportloo. It thio lo a proper o-J•o•l••• 1' 

wou14 llo bettor aohlo•o4 bf a opoo1al allowaaoo 4oplo­

Uoa to tboM wtlo 4o nploro for aew lllaol'&lo wUboat 

1Dd1aor1a1aato ostoao1oa of tho .... fa•or 'o all owaoro • 

. U thtl OODUD10DOO ot 'ho 0.11&1 Uoo 1 WO oball plaoo 

'boforo 1 t a plaa 41rooto4 to thlo parpooo. lo far •• 

other lllaol'&lo aro oaaool'll04, U 1o llollne4 tbat aa 

a4oqaa•• ••1a111•• tor ozploi'&Uoa wo1114 roll&la 1f tho 

porooatacoo allowable for 4oplo\1oa parpoooo wore ou'b­

ataa,1allf ro&aoo4. 

)• .Jola' ro•lll'll•• A th1M osaaplo of opoolal 

fa•or1,1oa la tho •as lawo 1o tho op,loa allowed aarr1o4 

ooupl .. •o fllo Mpal'&to lA- 'as rotUI'DO. 'ftllo por­

a1oo1oa bao 11Ulo or ao o1p1t1oaaoo for 110ot t;azp&JOI'O 

a1aoo d tho proooa\ uao aarr1e4 ooaploa wUh 1aoaaoa 

ot 1lP t o t)1500 (tho aaout 11 h1ib01' 1D tho oaeo of 

aarrlod ooapl .. wUh 4opoa4oah) pe.J tho .... toal tas 
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wbe111MI' 111MJ f11o Jo1a11 ntano or aepaNto ,......_. (&uaplt )) 

u aar lll&k• a P'•at 4oal. of 41fforaaoo 1a tu, _.. .. ,., 

1n CIW "" or IIU'I'lo4 oo•pl" w1 th 1arp 1a-••• 
upeo1a11J lf tu 1aooae la aora Ol' 1o .. naalr 41•11.o& 

'btwe .. hu'MD4 u4 w1ro. (luaple ,., 

!hU 41fteraaoe 1a kx la uwarl'aatd alaoo t.a 

aotual optl'aUoa tu faallJ u tU eooaoalo .att. two 

tull1" w1 th tiM - total 1aooao Will uullr ...... 

an4 4Upo" or t&at 1aooao 1a a alall&l' faahloa, raprl­

le" of wuthel' the 1aooae 1a raoo1•o4 ~ oalr oao 

epouae Ol' 1a raoo1••4 bJ bo11h apou.••• oae 41fforaaoe 

aor be note&--that whaa both epo•••• wol'k, the ezpen••• 

ot the raa111 ol'4lD&1'1lJ aro hllbol' thaD Whla oalr the 

hu'baa4 wol'ka, a1aoe the ""1'" or 11he w1ta la tbO 

hoao aut bo raplaoo4 llr h11'04 help. 

tile o4opUoa or aaJI4&11oi'J Je1a11 ,.., ..... woal& 

Haon 11h1e 11u 41fferaaUal aa4 wou4 alao el1a1aa" 

two apeo1r1o k1Dla of taz aYol4aaoe wbloh are pl'teea11 

u4tJ' ez11Uac law. the rll'e11 1a tM t .... taoa11 of 

00-l tJ 1DOOM 1a the ao-oalle4 oe....U tJ pi'OpiMJ 

atatu. Ia the aoa-oo-1111 propertr e11at .. the 1aooao 

11 11axablo to tbO epo•e~• who oaraa 1t. Ia the oo...attr 

proptl'tJ atat .. , bon•••• the .b•ebaa4 Who eo.ra. the 
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taooae U7 t or U.S pvpuu aUI'iMh Ul.f ttw e&l'lll .. o 

to hie Wife, al tboqtl .be rna1u the -.-oat aD4 

oontrol of all the eara1ago. n. nev.U 1o \bat un1.o4 

oouploo 1n oo .... 1l7 propor\7 ota•eo noo1•o a ••r7 

eu~tanUal 'u: ad•aatago onr ~ooo Urtq 1D other 
(txam~le 5) 

1taeoo. Tll1o 114•aatago wou4 be naon4 1t Jo1at 

r eturno wore aedo aaa4a'Or7o 

.t. ooooa4 eourno or •u: ••o14aaoo W!Uo.b woa14 be 

ol1.a1nato4 b7 aaadatory Jo1at nturno 1o 'he pooo1b1l1'7 

ot aa~~ip'llaUng 1nooaoo wU.bia f&a1l1u. ror o:a.plo, 

tr tba huobaa4 nooino & lar .. uout of 1Dooae froa 

oeour1t1oo, .be ur ro4uoo \~ faa117 1aooao tax oub­

otant1all7 (&n4 aloo re4uoo tho aao••• of ootato tax 1n 

oaeo ho pro4oooaooo .bio wife) b7 s1•1D& a portion ot h1o 
(Example 6) 

t or,uno to .bio w1to. !hio, &D4 other aetbo4o ot ro4uo1ng 

taxu b7 urr1o4 0011Ploo, wou4 be el1a1nato4 'IU'O'IIIh 

pro•1o1on for a&D4&torr Jo1at returao. 

It 1o aooor41nal7 ougsooto4 that tho t1l1ns ot Jo1at 

tu rotUl'llo b7 urr104 oo•pleo be Dado ...a.&'•rT nth 

a opoo1al allonaoo tor tho e&l'llo4 1nooao ot tho wlto 

1a o1"4er to 11•• nooga1Uon to tho lou ot the ntoto 

oor.1ooo 1a tho .boao. (&xample 7) 
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,U tbe laU"II114 Ntll el liiAJ.Yl&ul la- tu 

pr .. 1•••17 .,....ate4, U 11 11t1MteA t.llat tM I'IYI­

troa requ1r1111 tlll t111ac 1t ,le1at laMao tea ret-• 

wolll4 be approzlutll7 t , 
~. ClapUal 111 .. , At tbe pNieat UM till 

un-a tax rate a oa pial trea oap1 toal 1111t1 IIIlA 

18 aODtoha or 801'1 IN 411PNJ1rUoD&tll)' 1 .. , UYlq 

beta 11ft; at; to0.1r 1'}8 liYil of aa 1ft11•1•1 rate et 

15 peroaat, Whlll ot;ber 1AOOM tUII ban MID YIP)' 

••b•t;aat;1all7 laereaal4. (&x .. ple 8) 

!be rah 1aerea111 oa otober 1••-• ban 1a11.,....& 

aa uuauall7 larp aaout; 1t oap1 tal 1111 realhaUn 

wh11k waa U111uall7 aoUoea'bll 4111'1111 tlal laat fn w11llt1 

1a 1~1 1114 1D41oatol4 t;r1aoll4o111 1111 1t oap1 t;aJ. 1011 .. 

to1 1111p1 tuaUoa oa ot;ber 1aeoM, 

Ia tohl 11~t ot toblll taote, till t1ll.-lq 1111111-

uo .. IN MAl wUh ,..., .. t t;o t;be tea tteataeat ot 

oap1toal 181•• aa4 111111. It; 11 .,....,, .. , t1rat;, tba' 

eapUal auaa trea 1111'1 bll4 18 aoa•h• er .. 1'1 'bl 

1aol11414 1a 1a-1 at 50 pero .. ,, vhilk 11 t;hl pNIID' 

rule tor aalaa !1'011 a111h hll4 two )'lara or aoN, U 

11 'UIIIIh4 t;bat tbl ux1aa •ax rah, whilk 11 allowl4 

'll' 'lltp&Jir a1 aa altaruun 1a plaol ot t;lll Nplar 

procre••1•1 tax rat1, lbo1114 be 1aor1a1l4 troa 'Ill pNala' 

/ 
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,o poro .. , w ,. .... ,, Mucl .. ,._ ..S.. ottHt1YI 

rah of , ... •• o.pUal. 1a1ao t..- 15 ,. .... , w J8 ,_ 

out. n 11 ro-a&o& al.oo , .. , 1••1'"•• ..... ua1 

1out1 be 1101: allow& a1 a 414uUoa aplao• IMla&IT 

uoou, bd tbat 1111,1-.4 .U7 be al.l1WI4 .. " OU'I'to4 

toi'Wu4 tor a UlMral. per1o41 pei'Mpl 5 J'MI'Io 11 a 

4olaot1oa 11a1ao1: lo .... ,o .. 1&1Uo lt.!larl71 1:bl ,.._ 

Y1o1oa tor be Oll'I'J'-OYII' of ablrt-w .. oopUal. 111111 

wu4 11e Uberal.1so4. n 11 1qp1tl4 f1lrUIIr 'bl' tbl 

baa11 of propor'T for 1:hl OMP•1:aUoa of 11pUal. p.iu 

aa4 louo1 be aot obaall4 at tbl &oath of till onor a1 

at prt~oat, ba' , ... , tho aa11 1a , ... buA1 of •u 
por1oa rooo1Y1BI tAl propor'J be ..to 'bl .... •• 11: 

••• 1a till baa4o of tbl 4• .... •'• 

5o 0\blr oza-rloo of ~,.. fa•orabll 

1:roataoat. ftlal"' are a a•ber of otur ro.,.oh 1a 

wiUu 'AO tu lawo paa1: uwarraa•o4 tanrablo ,I'll._.,. 
ftlo 11to 1JlnraaH oo8paa11o of 'AO uaJ. to4 Ita••• 

wUb ao1o1:1 ot 1 1 pl'lal.•• of I • aa4 

1aYoo••••• 1ao ... of I 1 ba4 a 1:otal 1a .... tu 
(l:xaaple 9) 

of OalJ. 0 tia7 nhal .... al1:J 1anra&OI 

ooapaa1oo aro oxoap1: froa 1:azaUoa. o•hlr oo.,aaloo, 

Wll111 -1aallJ nbJoo1: •• t&Ko oll!f.1aar117 ,., u tu 

I 
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..... e u. al.l ..... et e..-.. e, leaMa u& "'• ... 

pr•1•• eon t11aa attMia bell' 1ael.e.& 1..... -

pi'O'I111eDI If lai'U'UM .. ...., I&D11aa 1111111& lie 

.uap• tl 1'111141 UleM ._teela u& 0,.11 a fall' k I I 

et Mz&Uea ea Ule 1aa_.. ha1M .. e 

JaaU u4 eUler tupqer1 -s. .. Ia& ea.pl 1alanal 

'lleanac .. evtu ..... ••le to ..aaet, ap.iaal Ulell' 

tuabll 1ae-1 e:q~~aeea alll~le tO tJw Ia& e--.1 

IIRI'1Uelo OM1..-11t tllla IPie1al t .. er ....,_.lie 
(ln"'!ll lOt 

111a1UI_. t ... Ule ahlalee .... r e:l1el1ac laW Valla 

aar be 11t ap te pnY14e ,.allen fer a few b1cb-ealal'1e• 

U7 DID 1D a IOrplr&UODe .&lthoap pJ'I'Ih1 .. tlr tile 

pl'l,let1eD Of re,1J'I4 .. plOJell 1D laaAable Uiel'l 11 DO 

naeoa 1lb7 'as MDitih ailea14 M pMt_. lD 01'411' to 

pi'OY14e l&rae piDiieDI fer lal~aalal'ie• e~ID,1YeDe 

U 11 Ulenfol'l naeet_. , .. , tlM PIDI1 .. ti'Ut pi'O'I11loa 

M ... J14H to l'lqat.J'I a -H pDII'Dl 00'1111'&11 If npl171e1 

&M II 11aU tM -Ut Wllilll UJ M pal. D1 a piDiiOD 

to aar oae ott101r or e-.lo,.e. 

f18l .... Ml .. 1'1111 U. e_.Ntlea If 1UU ollM• 

tax 14'11.11\ .... \bat lhoa14 be reao'll4. 'ftw7 will be 

PI'OIID'I4 to tho eo..t.•tee a• fOUl' OOD'IIniiDOee 
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1. la110Y1Y 01bel' 111o!1atuUou 

!be 1neqv1t1.. of ov tu l&WI won u ""' aueo­
UOIII . AI I haYI .. 14, IOU Of thaa 1Xtll14 'lllllllll 

pr1Y1l11U to & f&'I'OH4 fiWo lUll 0"111'1 HI'Cllt 1a 

vnta1r bvr41DI upon oerta1D t~JOI'Io laob 1noqu1t111 

ar1 Uke tbe 41tloh 111 a p1o1iv-be4 IDO-cb wbaD tbe 

p101iVI'I 11 OD & I~ Ooal.O, blat Uoi'I&11DClJ glariJll 

u tho p1otare 11 1~&1'114• IUh I'&MI a1i 'ft.l' '1111 
lenll U boooa1o UI'IID' w oorreot all 11aob &efooh. 

I, thlrotor1, propooo 'hat w1 ll&k1 1"1'111' 1tf1M 111 

th11 11111011 ot Collgl'lll to 111a111at1 all harA1h1p1 of 

th11 ohal'aotor oo that our tu lawo Will oa1t thl1r 

bvr41n 1qul tablJ upon all t&XPilJII'I • 

o. Ia41Y14ual 1Dooa1 !as!• 
.. It Of tho HYIDU ~t Will bo 1'&1114 bJ tho 

1l1a1uUoD of 1p101al pr1Y11opl wUl ooa1 troa thl 

11141Y14ual 1DOODI tuo Ill a441Uon1 U 11 reoo-11414 

that tho 1D41Y14ual 11100.. tu bo ohallp4 M 11114 appro• 

lutll7 t2.5 bUlloD, or 50 pii'OIIl' IIOH HYIII•I tball 

Will bo 7111414 ull4or 'ho pro1111t law. Ill reoou11141lll 

th11 uout I haYo ha4 111 a1D4 tho faot tbat tho lftd 

bulk ot tu 1norea111 VDAor tho ooll al o1ovrU1 ohallsoo 

•111 fall Oil 1n41Y14ual 1Dooaoo. 

Regraded Unclassified
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t1w 1D41•1•11Al 1a- tu 11 'Ill 'Me' oalla'bll 

1i1JII of 1iu 'ball4 wpoa a'b11U:r ' ' Jl&lo · U1 "'" aa4 

exeapt1ona oaa 'Ill 14J••'I4 aeoer41.. •o aaoaa• et .. 
1DOOOI an4 41ffer1DC faall;r re.,.al1'b1ll,111o ~ 

aol'l, u 11 a 41reo1i 1iall:o n fall• ..... 1;111 o....,. •• 
Wall1il 1 1i 1io fal.lo 

I aa aaccae1i1DC a l~ll&D,1al. 1aerea01 1n lbl 

1nooat nrtu raltl UlroqMal \Ill aealto .t.l lbe 

pi'IIIAl u .. llle fire' nrh.K 'breoal .-111 ... wUil 

Ull Alnal. lU h 10 perOIDlo lhl4er n.e pl'lpl ... 

aoht4ule 1 l woul4 be 20 peroenl. !he 11U''U "''' 

abowt 1iht f1rat braotel woul4 be preareea1we &D4 woal4 

bt lnorea••• ln •••r:r braote1i of 1noo••• !be rele 

aoal.t, bplhtr wUh ooaparaUwe effeoUYI ra1i11 of 

1iu, Ull4er preaeD1i law &D4 1111411' the ..... ,, .. aoale, 

&1'1 11111n 1a 1ille aoooap&D;r1q tablllo (lzhlbUe 

"· •• o, Jl). 

lleaa11 If the lar&l 1DOI'Ialll aacceale4 1A 

\Ill Nl11 1 U biOOMI IIIIDUal. lo affiM a &01'1 

OOIIWID11Dti ae1iho4 fOI' 1;111 Jll:r&ID1i Of laOOM 1i&Dio 

Regraded Unclassified



A pro•1eion tor the oollaotion or ae ~~ 

tax ae poee1ble at the aouroe tor t hoae ~~~ 

are pai d per1odioally, lnolu41nl wagee, sai.1·~, 

bond i nterest , diTidenda , a.nd ro:ralt1ea, 1e t<A , ..,.. 

availabl e expedient to t h1a end, To inatituta ~~ 

a a)'atem illllllediatel:r, howe•er , •1ght oauee consic!e1 

able bardehlp to taxpayer• becauae or the aubstanth. 

i ncrease& t hey are already called upon to pa)' during 

the year 19~2 as a result or the Re•enue Act or 19~1. 

On t he other hand, it t he threat or i nflat ion makes 

neceaeary quick and substantial increases in t he 

r ate or t ax collection, t he institution or collect i on 

at the source cannot be postponed , Since 1t i s not 

known how soon substantial inoreaaes in t he rate of 

tax collection may be necessary tor t he restraint 

ot i nflati onary price rises, it would be dea1rable 

to enable the ool l ection or income taxes at the source 

at an:r t i•e and at ratea wi thin the d1acretion or the 

Treaaury up to 10 percent , Th.1a will r urn1ah desirable 

flexibility without 1mpoa1ng additional taxea tnat may 

not be necessitated by future economi c conditione , 

Regraded Unclassified
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A provision tor the collection of aa much or tne 

tax aa possible at the source tor those incomes that 

are paid periodically, including wages , ealariea, 

bond interest , d ividends , and royalties, is the beat 

available expedient to thia end. To 1natituta auch 

a ayate= immediately, however, might cause consider­

able hardship to taxpayer• becauae or tne substantial 

i ncreases they are already called upon to pay during 

the year 19~2 as a result ot the Revenue Act of 19~1 . 

On t he other hand , if tne t hreat of inflation makes 

neceeeary quick and substantial increases in the 

rate of tax collection, the institution or collection 

at the source cannot be postponed. Since i t is no t 

known how soon substantial inoreaaes in the rate of 

tax collection may be necessary tor t he r estraint 

ot inflati onary price rieea, it would be desirable 

to enable the collec t ion o f income taxes at the source 

at any t ime and at rate a wi thin the diacre t1on of the 

Treaaury up t o 10 percent. Tb1a Will turnleh desirable 

fl exibility wi thout imposing additional taxee tnat ma~ 

not be nece esita ted by future economic conditione. 
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D. Corporation Taxea 

It 11 recommended that additional taxae be 

ra11ed trom corporations in the aaount ot t3 billion, 

an 1noreaae ot slightly mora than 4o percent. 

A eubatantial share ot t ba increased corporation 

tax should tall on exceae protite. Taxea paid tro• 

euoh protite baYe leas disrupting ettaota on busineea 

than baYI taxea which a.re generally applicable to all 

corporate earnings, 1rre speotiYe ot amount . A tax 

vh1oh abeorba excess profits sti ll lea••• t h• corporate 

taxpayer with a euttioient margin or income tor divi­

dendi and eatety and tor continued 1noent1Ye to produce . 
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oo tbe other baAd, a tax Wbioh dipe •o• 4oeplJ i nto 

tbe 1nooaee ot low oaratns oorporatiooe 8&7 aorioualJ 

atteot their dobt-paJing oapaoitJ, 1t not tboir TOI'J 

ex1etenoe, J:xoaee •pretUe taxa a bATe tha a441Uoul 

Tirtue ot rooaptur1ns undue prot1te an war oontraota. 

n 1• auggoatod tb&t tha aaslau rate ot tho 

exo••• protlte tax bo 1noroaao4 trea 60 poroont to 

75 peroent with ooi'I'Oapon41ng 1noroaaee in the lovar 

rate braolr.eta. 

11th rate& ot tAte aagn1tu4e 1t 1& 1ooroaeioglJ 

1aportant to haTe a tair baeie troa wb1oh to aeaauro 

the prot1te eubjeot to the exoeee protite tax. In 

addition to the aanr proT1&1one 1n exiat1ng law to 

adjuet earn1oge ot the baee period to oorreot tor 

unueual oirouaetanoee, it ie •uueated tb&t turther 

reUet bo attordod wharo the earninse et the baee 

period were abnora&llJ deproaeed, euoh roliet to bo 

ada1n1etere4 b7 a apeoial board in the frea&UI'J Depart;aeot. 

It 1& belieTe4 tbat other ohangee 1n the exo••• · 

prot1h tax law ahould aleo bo .-., eo•• to el1a1nate 

deteota whloh haTe been brought to light in the opera­

tion ot the law, and other& t o el1ainate unneoeeearr 
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)lardahipa. Theil oban1e1 ue ot a •ore teohn1oal ohar­

actar aDd Will be preteoted to tbl Co .. ittte later, 

at itl COnTIOieOOe, 

Under preaent conditione, when inco••• or aan7 

buaineaaee are declining beoauat or ahortasea or raw 

aahriala and tor other rtaaone, l;bl oorporaUon which 

continue• l;o earn aa .uob ae it did dur1ng tbl baat 

period 11 i n better poa1tion to pa7 taxta t han it the 

corporation whoae earD1nga baTt declined, Jaat ae tbt 

corporation wh1on h ll&ltlng .ore than ita ball period 

earn1nga 11 in better poa1tion to p&J taxta than tba 

corporation ~h1oh ie aarelJ aainta1ning auch earninge. · 

At a time when Ter7 heaYJ taxae auet be i•poeed on 

corporationa, there ahould be a differentiation between 

oorporati one Which baTt auttered a eubetantial decline 

in earning• and corporation• wb1oh baTt not, It 11 

tberatora auggeattd that a port ien or the 1noreaaa4 

corporaU on tax be 1apoeed 1n the tora ot a apecial 

war tax againat wb1cb a tax credit would be allowed 

tor corporation• wboat 1nco••• baTt declined, Tbe 

credit • ctuld be detera1ned by the extent that the aur­

tax net income or the taxabl e 7ear 11 leaa than tha 

-
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onrace evh.J: ad 1110o• or the :rear• 19'6 - 19}9. 

It u •~~~&••'-4 '-tlat t~ rah ot 11le war h.J: be 10 per­

oeat w1th the tax credit coaputed at 5 peroent. 

It 1• eu&s•et14 that the b&lanoe or ., b1ll1oa 

od41t1on&l oorporah tax•• be proY14ed b:r 1110reae1q 

the ratee on corporate 1nooaee &~nerall:r. It 1e 

auggeeted that the eurtax be 1ncroaeed troa 7 percent 

to 21 perceDt With eaaller 1Dcreaeee t or oorporat1oDe 

hoY1ng leee tbaa t 50,000 1Dcoae. !be aoraal tax rate 

al ght be 1ncreaoed trca 24 percent to a round t1garo 

ot 25 percent, but there ohould be no turt her 1ncreaoe 

1n the corporate nora&l tax becauee an:r euoh 1noreaee 

would reeult 1D an undee1rable w1ndtall t o the holdero 

ot part1&ll:r tax exempt ro4eral eeour1t1••· {Example 11) 

~here oan be DO ta1r quarrel w1t h the 1apoeitioD 

upoD corporatioDe or a aubotantial proportion or tho 

1Dcreaea4 lead ot taxation required b:r our DatioDal 

peril. We are t1ght1ng t or the .. 1ntenanco or the ••r:r 
•:r•te• or tree onterpr1" Wllioh waku oorporah prot He 

Regraded Unclassified
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polliblt. I aa oontideat that inoorporahd 'buain• .. 

will willinglJ par at auoh a tiae an add!tional aaouat 

ot tax Whioh will l ea•• 1t in a poaition 1n wnioh ita 

protita attar tax•• wi l l in tne aggregate be at the le?el 

ot corporate earning• during the prewar reare. 

!he 1apoeition or corporation taxee at the 1•••1 

and in the aanner euggeated will require a ••rr high 

rate or tax on any add1t1oul. prot1te earned b7 oorpora­

tione aubJeot to aaxiaua exo••• prot1ta tax rat••· Ia 

the oriUoal aonthe ahead our patr1oUu Will be put to 

the aoid teat. It auat riae abo•• the prot1t aoti••· 

National war production depending upon that aoti•e alone 

ny be trag1oallr inadequate. 'l'hil 11 a t1ae in Which 

we auet forget protita and concentrate upon a aupreme 

produotiYe arrcrt which alone will win the war. 

BoweYer, 1t ia reoogn1~ed that ••rJ hi&b top, or 

ao-oalled •aarg1nal ratea,• 817 lea•• little 1noentiYe 

tor the aaintenanoe or ertioienor in buein••• operation. 

furtheruore, attar the war there aar well be need ror 

a large •olume or expenditure in readJueting induttrr 

and .. intaining eaplo,aent . For tneee reaeont it it 

belieYed deeirable that in tbt oat• or anr dollar or 

corporate pror1te the receipt or which reeulta in an 

Regraded Unclassified
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1110re& .. 111 taz MJOD4 10 Mllto1 tM IIM1 Uoaal tu oa 

tiiOh 4ollar llbal.l M Ul4 '117 tM Gfto..-at to t• 

aooollllt ot tho oorporaUo11 an4 M rot....Ulo wttlala a 

l1a1h4 por1o4 attor tho war, 111 tt1o10 -• lllaoro U 

10 opo11t tor 11ow an4 a441t1olllll oap1tal oqa1paollt or 

othorw1ot 1o opoot 111 tho o441t1olllll o~o,..llt ot 

labor. 

lfhoo tu raho aro nr7 h1F U 1o aoro thaa 

or41oar117 1aponant that prot1h M aonrotolJ 4oto~ 

a1Do4o 'fho 4otora1oaUoa ot protuo oa aa aaaul. 'llat!U 

nuo .. ar11J 4opoD4o larpl:r on aoro or lo,. UMZ'ta1JI 

prophto1 .. ot tho tutvo all4 toao ot tho" prophoo1oo 

lator t'IU"D out to bo taloo. loao ouppooo4 prot1to 

proYo, 1• tbo l1&ht ot oubooquoot OYoato, to bo ~lluoor:rJ 

thlo ooaot1aoo happo11o, tor o:aaplo, to M prot1h 4u 

to tho rlola& pr1ooo ot 111YODtor1oo. Ia a por1o4 

ooa'll111181 aauoual UDoorta111t:r all4 hllh ta& ratoo, ouob 

ao tho prooo11t, \Mro obolll4 bo 111 tho \a& l.aw proY1o1oa 

tor tho praot1oal oorroot1oa ot tax 11a~l1t1oo baoo4 

~II OJ'J'OIIOOIIO aooaapt10II0o 

'fho 1111oor\alot1oo ot th1o por1o4 aloo aako 1t 

1aportaat to ro4uoo tbo 11ooooa1t:r tor propho&J1111 to tu 

a1111na. 'fho oapUal otook tax an4 tho aooo01ato4 

Regraded Unclassified
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4eolartd n l.ue eueea prot1 h \ax uoe de1iei'II1M4 larplJ 

bJ ~~~· aoouraoJ or sue•••• about future prot1ta. It 11 

euggeet ed that the ra••nue pro4uoed bJ th••• tax•• oaA 

be aore ta1rlJ and leu bantullJ produoe4 bJ tba otlwr 

taxu on oorporat1one and that &ooor41n81J the oap1tal 

1 took and deolared •alue exo••• pr ot1ta taxea be repealed. 

1. lat ah an4 Girt !'altea 

! be utate and gift taxu are 1apoae4 at tba t1M 

ot the t r anarar or wealth rroa one peraon to another. 

llan;r ot t ile rort1lftu whioh are be1n& tranaterred, an4 

w111 be tranarerrad 1n t he future, were built up dur1na 

a period when 1noome tax ratea were t ar lower than theJ 

are t 04a1• It 11 auoh mor e d1tt 1oult now t o build up 

l arge bold1~~&• ot propertJ• r or tb1a raaeon eubatant1al 

1nor•a••• i n tba eatate and &1ft tax•• ebould be 1apoaed 

ae a aethod or equal1s1ng tax burdane. !be ..ageeted 

1Doreaau ara 1D41oated 1n tba ta'blu. (' 7' - I 

t a r ) r~.d E- F\ 
In oonjunot1on With the rate 1noraaeea, it ia 

euggeated that the exiatin& i nauranoe exolua1on or 

t4o,ooo be merged with the ex1ating exeaption ot t40,000, 

and t hat a a1ngle exeapt1on or t 60,000 be allowed. ! h1a 

Will inorea ee t he praaent exeapt1on i n eo•• oa••• and 
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4•ore••• 1t 1a otbarl, ... W11l •••••o a 41~tl .. 

between pe•Hne wt1o ... 1a....a ... ttloH ...... ••• 

n 11 llkelflH ncP''" t.bat tae o:u.puea tor 
ch• pn tube rehoe4 to t,o,ooo ... taat tile aaau1 

uolulloD ot pth bo u4e • total ot t5,000 to• oula 

4oDOr1 rep.l'dl.UI Of tJll D-be• ot 4oBIII to 'ftloe 

prop1rt7 11 &1WIDo 

U 11 bol1on4 t.bat tbOII oti&Dpl 18 NtOI aa4 

•xeapC1one, toaot!ler lfltb oertaln •baACI• 4ee1aao4 to 

pr•••nt ••o14aaoe ot thl tu, Will 1aoroaee ttl• ~ 

r••• •u• troa thl eotato an4 &1tt taaee b7 t 
P. lxo111 !&all 

• 

lew aD4 1noreaee4 epeo1al exo1•• tax•• ... •uaaeete4 

te ra111 apprexlaatolJ t / • J. b1ll1oa of 8441Uollal 

Altbo-cb tbOee oxo111 taaeo are 1a tbo .. , ... ot 

laleo tuoo, ta.1r ottoote are .. botant1all7 41ttoreat 

troa be ettooh ot paoral .aloe tuoe. JlaJI)' ot ta.a 

are 1apoae4 oa oo-ai Uu ot Yl11o!l bore 11 or Ylll 

1noreae111&17 bo a aoaroUJo hob taxoe not oD17 71014 

••••••• but tlolp to oonaorYo aator1ala neo4e4 tor 4et••••· 

!ho11 axo111 tuu not relauna to ooaao4U1u ot Yl11o!l 

~•••• 1• a part1oular aoaro1t7 tla•• boon oaoaoa ao •• 

Regraded Unclassified
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, 0 tall 011 coel.e whioll are W14elJ' aoe4 u4 an of a 

1UV7 or ooa1-1~ ohareotor. 11M 1....... 111 oo•-• 

1nooan will por.U aaUhaaaH of •a. &e...a tor tMH 

ooaodU1n doopUo the lllpor ...r.-;- fte loYor-11• 

w1ll tbuo oeouro 11oel.ed r .. ono, 00110-r pvoheo1q 

power will b4l '-PJdt tbl pro4aHro 1f111 u• b4l 111JIIH4, 

&114 tho ooaouoro 1f1ll aot b4l tue4 011 uooo ... 1oo ot 11to. 

~bno opooUJ. osouo -..o :u .. tho tU'tbor 1114•~ 

taco of not roq1111'1q .., au'botaaUal npuo10n of a4al~ 

1otrat1•o aaoh1Dor,.. 

Jo pnoral oaloo tas 1o rooo ... lll4o4 &114, 1114oo4, 

I otron&lJ' vco thet ao ouob tas b4l aado a part ot tbio 

rtnlluo 'bill. ~ conoral 1aloo tu talll 011 1oaroo &114 

110 ... 1oaroe ooa...UUoo a111r.o. U talh aoron tbe 'board 

oa aooo1 ... 101 &114 l~~:KUriOI allko. lt 'boaro 41opropor­

Uou•o1J 011 tho low 1aooao INlllll wbooo 1-o an 
(lxuJilO l!.l 

al.aoot lltloU, .,.at oa ooa1uoro po4o. lt 1o, tborotoro, 

HIJ"'U1Yo u4 b&Nf11.11J oaoroaoboo •po• tbo ot•,.,•r4 ot 

l1Yilllo U 1aoroaoo1 pr1HO alll4 aakol pr1oo control aoro 

d1tt1oul.t. U oUaalato1 401UII4o tor ll1Cher wqu •"" 

&d4o to tbo par1tJ' pr1oo1 of .,r1oultval pro4uotlo It 

1o not, ao ..., ouppeoo, oao11J oolloote4J oa tho oo11trar,., 

1t• oolloot1oll would roqulro .. ob a441t1oaal a4a1111ot~ 

tho aaolllurJ at a Uao wholl II&JipOWOr 1o OOU'He 
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-JO-

n. OoaoJ.aal•• 

I woal4 llto lo oD4 87 re-M&Uou w1 'h a 

turtber plea •• •o 'heir iaportaaoe •• par' of oar war 

ettort. Year Malt h the bal'f.oat UJ Oollp'e .. .bao noll': 

taoe4. !he ooueqaeao .. ot tallve are nauer1D&e 

bt-a the happier a14e-1t oar war t1oaaelac ia w1"17 

done, war pro4uoUoa Will t.o eaooarace4, latlaUoa Will 

be oiiJ''be4, pabllo Mralo Will be UlproYe4, aD4 oar 

eoonoa1o world a.thr the wv Will 'be 1a a lloUer poe1-

t1oD to aeet tbe 1aoTitablo probloaa tollow1ac Tlotorr. 

luoh obJoot1Toa oaaaot be palDloaalJ aoooaplieho4. 

There auat bo toaporar7 4hleoaU~a, har4ah1p, aD4 

aaor1f1oe. Bat I toel oor,ala tbat we Will all r1ao 

to the oballeop proaoah4 to ua. !ax .. ban boon 

cl.uorlbo4 b7 a p-eat uarioaa •• ''he ooat of 11T1DC 

l a a o1T111&o4 aoo1•'7•' It Will be oar pr1T1lop to 

paJ that ooat oboortallJ. 

t'blo 1a 'be ap1r1t 1D wb1ob tbo U.r1oaa people 

Will waa• to approaoh the probloa ot t1naao1DC tno war. 
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12. 

1.50 

LIST OF EXAMPLES 

Tax aaving through tull7 tax exempt securi t1ea, 

Percentage depl~tion in exoeaa ot coat, 

Indivi duals with amall inoomea derive no benef i t 
from separate re tur ns , 

Tax saving through tiling separate r e turns. 

Tax aaving tor coaaunit7 income, 

Tax saving through intra- taailJ gitta , 

Comparative cnangea ot capital gaina tax and tax 
on other income since 19)8 . 

Lif e insurance compani ea pay no income taxes. 

I1l uetration of banks deducting expenaea. 

Propo sed Corporat ion Tax Plan with Special War Tex. 

Eetimated 19~2 distribution ot Rale a tax burden, 
assuming all consumers' puronaaea t axable excepting 
r ent e . 

Tax increaaea due to inc"eaeing ra tes . 
• 

lJ, Collection at source, 

1~ . Compuleorr savings f or corporation•. 

15, Eatate tax, 
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Exaaple 

Tax aaving through fully tax-exemp t eecurltiea 

A. 

A married man without dependents, receiving 

$250,000 from dividends and $1,000 ,000 in wholly tax­

exempt interest, pays a total tax or $157 , 703 under 

present law. This amounts to 12 . 6 percent or hls total 

income. It hls tax-exempt interest were taxable, his 

tax would be $930,0S3 or 74. 4 percent or hie income . 

B. 

A marri ed man wi thout dependents r ecei ving a 

to t al income or $250,000 , or whlch $25 ,000 ia salary , 

$100 ,000 dividends, and $125 ,000 wholly tax-exempt 

interest , pays a total tax or $69,939 under present law. 

This amoun t s to 2S. O percent or hie total income . It 

nis tax-exempt interest were taxable, tne tax would 

be $157 ,659, or 63. 1 percent or ni a income . 

c. 
A married man without dependents receiving a 

total income of $50,000 , or which $10,000 ia salary, 

$)0 , 000 dividends , and $10 ,000 wholly t ax-exempt 
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153 . ••'• 
tnhr.,, p&JO a tetal: tu of 11~,665 u4er preout laW, 

!blo POIIAU to 29·} roeat or 1110 htal lao-. If 

blt tax-uoapt latoreot wre tuablo, 1:11o tu would 

bo $20.~5. 01" ~., porooat or hlo lao-

I 1 I 0 

Bal&rJ 
D1Y14on4o • 25Q,OOO 

• 25,000 
100,000 

110,000 
)0,000 

Interoot troa Btato 
and local 'bell4o 1,000,000 125,000 10,000 

!otal !aooao 1,250,000 250,000 50·000 
Preoont lawl 

Tax 157' /03 ,,,,.,, 1~.665 
l:tteoU.YO .. ,. 12.6, M.~ 29.)J 

It latoroot wore tuablol 
Tax 9}074~ 15b~U 20,~ 
ur•oun rate ~. 

• 
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1.55 

r-•M&e t.p~Uoe 1A ....,o .. of coot 

A.· 
All oil OOIIIP 7 }lllftllaM4 • oll pro4uc1q propert7 at a eoot 

ot t154,1161 a4 1A ~- 7Mn -.. allowed t316,o61 doplotlon (or 

a:>ll. 6 poro•t of tho ooot of tb.o p..-opor\;r) . At t b.o 111d of t ho 

period 73-ll poro•t of tho orlc1Aol o1l roMr 'fl otlll rolll&inod. 

l · 
!bio 00..,_., parolluod • other oU produc1q propart)' at a 

ooot of tU),O) ) a4 1A ~- ,....o wao oJ.l owod $215,)90 depletion 

(or 190. 6 poro•t of tho coot of tho propart:r). At the .,d of tho 

period 110.) poro.,t of tiM or1c1AoJ. o1l r ooorn otlll rolll&ined. 

2.· 
!he \ldrcl oU prod.uc1q propart)' woo pu.rohaoed at a coot of 

. 176,071 on4 1A olz ,...., tho OOJIPAIIT wao oJ.lowo4, $184,2.57 dopl ot ion 

(or 1011. 6 p.ro.,t of tho coot of tho propor t7) . At tho oncl of tho 

period 71.1 poro•t of tiM or1c1D&l oll roMn o o\111 ro-.l.l>od. 

A fO'QZ'\Il oll proauc111c proport7 wa o pu.roh&ood at a coot of 

$1, 120,070 ID4 a olz ,...., tiM ooJq~A~~T wu oJ.lowod . 172,347 de­

pletion (or 17•9 porooat of tho .coot of tho propor t :r) . At tha end 

of tbe per1o4 12.1 poroct of tho or1s 1nal oll rooerYe ot1ll rema1!1ed. 

-· 
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Porooo~aco dop1o~1on 1D oxoooo or oeo~ 
ConUnuod - 2 

ReoapUil1t.t1oo 

I I I c 

1.56 

I D 

Ooet or propor~7 l151l-,ll-61 tllJ,OJJ t176,071 .1.120,070 

Depletion de4uo~1on: 
316,061 Ull-,257 S72,Jil-7 Aaount 215,930 

Percent or ooo~ 
or proper~7 204.6~ 190.6~ 1o4.6~ 77-9~ 

Percent or original 
o11 reaerve rooain-
1ng n.4~ so.3~ 71.8~ 82.8~ 

, 
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b411'1&ula wt~ -u. 1aooau 4er1 .. no bonot1t troa 
oopara to rot lll'Do 

u.Aor ,roooat 1 .. , the tax 11ab111ty or a aarr1e4 ,, 
, .. plo wt~t 4apoa4eah, ~'l'ins $2,000 or aet 1Dooao 

u4 t1l1q a Je1at rohra, h $~2. It oaoh opouM 

t11oo a ooparato rotara, one roportina 60 poroont a.t 

tiM othlr llo porooat or tho iaooae, their ooab1ao4 tax 

io oUll ~2. 

ror a aarr1o4 ooaplo with a not 1nooao or $31000, 

tho total tax 11ab111tJ 1o $138 under oithor a Joint 

rttlll'D or W14or ooparato roturno. 

ror a aarr1o4 OO\IPlO With $3,500 aot inooae, the 

total tax liab111tJ 11 $1~6 under either a Joiat return 

boap1 tu1at1oa 

Ia\ iaooao I 
!ax 11ab111tJ, Joint roturno 
Coab1ao4 tax 11ab111tJ, 

ooparate rotarao 
!ax oa1'1&&1l oeparate return• 

2,000 
42 

B 
I 3,066 

1}8 

g Oio .,. •• o reporh 60" ana: the other 40" or the 

c 
13.566 

1~6 

1~6 

inoeae. 
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1.60 
Exaaple 

Tax aaYing through filing aeparate return• 

Under present law, the tax liability or a married 

couple without dependent•, haYing $100,000 or net 

inoome and tiling a Joint return, ie $52,70~ . If eaoh 

epouae !ilea a separate return, one reporti ng 6o per­

cent and the other 4o percent or the inooae, their ooa­

bined tax l i abi lity ia reduced by $10,691, to $42,01J. 

For a aarried couple with net income or $20,000, 

the tax liability on a Joint return ie $~,61~: on a 

aeparate return, $J ,005• The tax aa•ing 1e $1,609. 

For a married couple with $10,000 net income , the 

tax 11ab111ty on a Joint return it $1 1 J05, tr they 

tile aeparate returns, their combined liability 1e 

reduced by $J4o, to $965• 

Reoap1 tulation 

Net i nooae 
Tax liability, Joint r.eturne 
Combined tax liabi l ity, 

eeparate returne 
Tax a&Yi ng under eeparate 

return a 

$100,000 $20 ,000 
52.70~ ~.61~ 

~2 ,01J '!! J,005 

10, 691 

$10, 000 
l,J05 

965 

~ 

!/ One epouae report• 60J ana the ot&er 40~ or the inooae , 
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!as ... Y1AI tor oo .. un1t7 1nooae 

UDder preoent law, the tax on a aarr1ed man With­

out depen~ent1, baY1ftl a net 1noome or f20,000, 1o 

.~.61•. !he tax on tba 1aae aaount or oommun1tr 1noome 

11 12,9~5· 

Under pre1ent law, tne tax on a aarr1ed aan with­

out 4epen4ento,, baYing a net i ncome or 150, 000, 1e 

t 20,4J9• !be tas on the 1aae aaeunt or ooamunitr income 

il t14,448. 

UDder preoent law, the tax on a aarried aan with­

out dependent1, haYing a net inooae et f lOO,ooo, il 

t 52, 7~. !he tas on the eaae aaount ot ooaunitr incoae 

1e "1,76}. 

Reoapi tu1at1on 

ltet 1nooae . 20,000 t !)O, OOO flOO, OOO 
!ax l1ab1li tr, 

1noome 
non-oo .. unit7 

4,614 20,439 52,7011-
Tax l1abuur, ce•unitr in-

111-,448 11-1,763 oeae 2,985 
EtteotiYe r ateo 

23 .1~ l!-o.9~ ~2 .7~ Kon-oo .. unitr inooae 
Ooaaua1tr inooae 14.9~ 28 .9~ 1 .8~ 

Regraded Unclassified



.163 

GJ l 

Regraded Unclassified



164 
EXAMPLE 

A aarried aan without dependent• ewna a $1,000,000 

equity in a oerperation yielding $100,000 a year, He 

baa no inoeae rroa other aouroaa and h1a total tax 

under preaeot law ia $521 7~8. It he tranarera halt or 

bia equity in the C41rporat1on te h1a wife, the co•bined 

tax on their aeparate inoo•ea aaounta to oDly $41,852. 

The tax aaving aaeunh te $10,896. 'l'he tax aav1ng doea 

not allow rer the girt tax payable on the intra-family 

girt• f , he girt tax would, however, in general, be more 

than erraet by reduction or the eatote tax base. 

Ir a aarried man without dependent• haa a salary 

er $501 000 and an inveataent yielding $100, 000 h1a 

tetal tax under preaent law ia $87,189. Ir he trans­

tara halt at h1a inveat•ent t o h11 wire, the combined 

tax en their aeparate incoaea amount• to $74 ,140 , or a 

tax aavinl or $13,o49. 'l'he tax aaving doee not allow 

tor the girt tax payable on the intra-family gift> The 

gift tax weuld, however, in general, be more then orr­

eat by reduction or the eatate tax baae . 
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.. •'• 

•· Aa billYUIIal wUil a nr•u .. , lMOao of t 50,000 

m• ol'llaal7 ~MVMo wbo Nooln4 • 11441Uoaal 4o11ar 

et 1111111 la ._ t~ of 1••-••ra oep1h1 cellle woal4 

be n)JMt to a •aa of 15 porooa\ oa 'bat adAlUollal 

uooao _. .. •• .. ,_, ._,, of 1934, 19110 en4 1~1. 

lltitll't lt tbe .u.lU0-.1 Mllal' of 1aoo• WON t.-
' 

o1'41ao17 •~• na ae 111'oNet or 41Yl4oale, a 

... wwU 111e u.,o..a at •llo rah ot " perooa\ ader 

tile 1,) 8 ... 0 Mt, ila pONOII\ Ullll' 'ho 19110 JlOYOII11e 

Ao\ Jl, 61 p .... , .aor tho 19U lloYoaue Aot , aa4 'fit So 

...... ...... ,. prepooal. 

1· 
Aa lMt.w.l. ntll a oanaa aot uooao of t 75 ,000 

flooa W"'&P'T I INIO, WO l'MelY .. ea aMlUoaal 

4o1la' ot laa 1 1& •• to .. ot loa,..,, .. oepU al pl .. 

..U 1lle •JMt to ataa of 15 peNell\ oa \ hat a44l­

Ueael 1a.._ .... tile a.•••• Ao\e of 19JI!, 19110 aad 

1~. •u•or, lf •• a441\1oDa1 4ollar of 1nooae weN 

'J/ lnl&U.C 10 .... _. 4ofuee taa. 
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... .,,. 
troa oii"41Dai'J _ .... , oiiO!a •• 1a1:oroo1: or 41 •Uollllo, 

a 1:ax wowl4 'bo bpooo4-' 1:bo n1:o of 51 peroed ..aer 

tba 1'38 a.n•• Aa1:, ~ porooll& u4er 1:bo 1'110 ....., .. 

Ao1: J/, 65 P•-• u4er 1:bo 1,..1 ano-. Aa1:, ..... po ... 

oeDt 118401' 1:bo pi'OpOoale 

.2.· 
Aa 11141Y14'11al witaa a •rtaz .. , s.a- of IJ,oo,ooo 

troa Or41&ai'J OOilNoo, wbo ""1Ye4 aa a4411:1oaal tollal' 

of 1Doo• 1a 1:ba toa of 1oec-to~a oapUal 1a1n• w01ll4 

'bo au'bJoo1: 1:o a 1:ax of 15 poroona oa 1:11&1: a44U1oiUil 

1Doo• ador 1:bo a.Yo•o Aab of 1938, 19110, 0114 191U. 

Bow .. _., 1t 1:bo a4411:1o .. l 4o1lal' of tMo• "" ti'Oa 

Ol'4illaiT OOIII'OeOt Rilla &0 1a1:0I'Oft 01' 41YI4oallO, a '-a 

wowl4 lie bpooe4 a\ 1:bo rato of ~ po-1: ..aor 1:bo 19}8 

-.. ... Aa1:, ~ ptl'ooa1: ..a.. &lao 19110 ....... ..,., J/, 

'' porood _._ 1:be l,at.l a ..... .a.1:, 0114 90 perooa1: 

U4er 1:ho pi'OpOoal. 

ll &ulll411ll 10 pon•1: 4ofoaoo tax • . 
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Oollp&J'IlUn oJMapo of up1tal ra1ao 'u aM 'u oa 
o'IMr 1a- o1•• 1'" -ooaU•e4 ' 

I I t::xrait OP j441ilope1 lfJiep of --
I I Cap ' • 
I 8urtu a•' I ._111 j lao- froa onUaa1'7 -re•• 
I 1aooao I LY. oiasRri.lOis 1 ... 10,: LY.lii: Pro-
I I 193841 I 1938 t19llo VI 1$ lpoaol 

4 f50,000 1~ , 5. -- ~ ~ 

• 75,000 15. ~ ,_. 65$ -0 100,000 15. 6~ 6~ 6,. m 

l/ lxo1u1Yo of 10 porooiR dot••• 'u. 

Regraded Unclassified



Regraded Unclassified



170 

J:xaaple 

L1t• 1aevaaoa ooapania • pa:r no income tax .. 

•••• ot the 26 !~~eat lite inauranoo coapan1ea 

pa14 MzopeN.tl .. 1Doeae taxu in 19~ or 1939, although 

th••• oaapaalaa rapreeant ~7 percent ot t he aaaeta ot 

all Ute 1DIIll'&ll0& oeapania a • 

I n 1939, aut at 656 aotiYe lite ineurance coa­

puiu, aDl:r ll~ pa14 u:r carporat1on income taxu 

what•••r• !he oeab1ne4 t axea tor all theae compan1ee 

uaunte4 ta 1••• than one-halt m1ll1on dollar• 

( ·~59 1000). OYer one-halt or all 1nooma taxea collected 

traa 1nauranoa ooapan1•• oaae troa ~ aediu.-a1zed 

oaapaaioa aooount1ns tar 1••• than 1 percent ot the 

aaeeta ot all llte 1naaranoe ooapan1ee. 

~· 
Ill 1934 a certain large inau.rance coapan:r !/ 

had aaaata or •••r•5·0 bi llion, preaiua income ot 

•756 a1llion, inYaetaent inoome or $2~5 million, and 

!( Xatropalitan L1te 

~ • . . ~- : 
~ ·:' ,.· . 

. . 
- ,,.~·· ·.·• ... ' 

' ... 
.. . ...... Regraded Unclassified



Exa.ple 

Lite inauranoe oeapaniea p&J no 1nooae tax•• 
Continued - 2 

1nauranoe 1n toroe aaountins to oYer tll billion. 

T~ oeapan1 had no inooae tax liabilitJ • 

.!!.· 
In 19}8 another large ineurance oeap&DJ !/ 

had aaaete ot alaoet $4. 0 billion, preaiua 1nooae 

ot $650 alllion, i nnetaent i nooae ot alaoat 1200 

aillion, and i nauranoe in toroe aaountins to ~~.~ 

billion, Thia ooapanr Al.ao had no inooae tax 

11ab1ltty . 

!/ Prudential. 

1?1 
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lll••'ra'1oa et banko 4e4uot1na 
ozpeaooo 

173 

la 1940 a DaBk With D4t 1aooae, 1nolud1ng tax­

txe~t iatore•'• ot t15.5 a1111on reported a det1o1t 

tor aorsal. hJt purpeooo et t 6.o 111111on and no tax 

11ab111ty. UD4er tbe prepooal t bio bank would pay a 

tax ot t2.t aillioa. 

In 1~4o, a bank With not 1nooae, 1nolud1ng t ax­

tztapt 1atoreot, ot tl4.4 a1111on reported normal tax 

net 1nooao ot $35 1 230 and a tOJt ot ·~,025. Under the 

propooal tAio bank would pay a taz or $3. 9 a1111on. 

B.eoap1 tulat1on 

I 

Itt 1nooao 1ao1.m1na 
taz-ozeapt 1atoroot t 15. 5 a1ll1on • 1~.~ a1ll1on 

loraal. tu ut 1a-
ooae, prooent law - 6.0 a1ll1on 35,230 

!ax l1ab11Uy, 
preooat law --- 8,025 

'lax l1ab11Uy1 .2.8 a1111on 3o9 a1ll1on prepooal 
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haaple 

,..,..,, oorpora~1on ~nx plan 

Ia 1,.. a M:n&1a ooapa117 ]j bad a ne~ income or 

t~f.) a1111oa. It •odd use ~he 1ncoae ••~hod aDd 

..-14 ~~ aa oKooae-pror1te credit ot $217.d a1111on. 

Ztl te-.1 t.a l1ab111t7 ander preeent law would be 

llt'·' ld.U1oa. 

bllor t!le propoeal, th11 Oo=p&nJ U11J18 the &liM 

, ... ,..,..tltl ore4lt, would baTe an ezceea-protite 

t&K 1l~l11tJ or fS8.7 a1111on. Ite net 1ncoae, 

alter ~ le4aotlon or the exoeee-protite t&K would 

~ 115'.6 ld.lllon, on 1fhioh 11 would haTe a noraal 

ea4 ..rt.a 11ablll~7 or 1142.2 a1111on. Ite total 

t&K ~11ltJ aa4er the propoeal would be 12)0.9 aillion 

or aa etteotln rate or 66.5 percent. !hie oe&parll 

1fl_. aa etrootln rate or ~.1 'j'8roent under preeent 

:a... 
~ ..ablao4 taz rate applicable 'o 1te laet dol­

lar at la ... o 11 88.8 percent coapared with ~2.4 percent 

alor PI'OIIDt la1f • 

V loaeral llotoro 
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B. 

Propo1ed corporation tax plan 
oonUnued - 2 

1.76 

In 194o a certain ooapanJ !/ ha4 a net inoome 

or .35.8 million. It would uee the inooae method 

and would have an exoeae-prorite tax oredit or t;o.8 
million. Ita total tax 11abil1t7 under present law 

would be .13.0 ailllon. 

Under the propoeal, tb1e OOIIp&IIJ, udq the 

aaao exoe•a-prorita credit, would have an exoea•­

prorita tax liabilitJ or •3·5 million. Ita net in­

como, artor the deduction or the exoe•a-prorita tax 

would be •32.3 million, on which it would have a 

normal and aurtax liabilit7 or •17.7 aillion. Ita 

total tax l1abil1t7 under tho pro'\)Oial would be .21.3 

a1llion or an etreotive rate or 59 .4 percent. !h11 

ooaparee With an etteotive rate or 36.4 percent under 

preaent law. 

~he coabined tax rate applicable t o ita laat 

dollar or inooae 11 88.8 percent, coapared with 72.4 

percent under preeent law. 

'!/ Oooa Cola 
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Propoeed corporation taz plaa 
continued- 3 

Recap1tulat1on 

177 

. B 

(aoneJ rlgure; In alltlona 
or 4ollare) 

Net 1nooae t347 ., • 35.8 

Exoeu-pror1te credit 
and exemption 217 .8 )0.8 

Propoaed exoeee-pror1te tax 88.7 3·5 
Propoeed normel tax 62.1 7.8 

Propoaed aurtaz 80.2 10.0 

Total propoltd tax 
l1ab1l1t7 2)0 . 9 21. 3 

Total tax l1ab111tJ, 
156.6 pre11nt law 13.0 

lrteot1Ye rate 
Preaent 4g . l~ 36.4~ 
Propoeed 6 ·5~ 59.4~ 

Ooab1ned rate on laet 
dollar or 1noose 

72.4~ Preeent 72.4~ 
Propoaed S8 .s~ 88 .8~ 

Regraded Unclassified



Baae per1od aurtax net 1noo••·· · ·· · ··· · ·· 

1942 eurtax net 1ncoae •. •....••..•••. • •• • 

Deer•••• 1n eurtax net 1ncoae •••••. • 

Co!!PutaUon or eurtax 

1942 eurtax net 1ncoa1 •• ••....•...•• 

31 percent cro•• eurtax • •• • • •• •••..• 

10 percent or deere••• 1n 
aurtax net 1noome •. •..•... • .• 

Surtax . •. ........................ · · • 

Moraa1 tax (2~ percent) •....•...•.•• 

total tax .. .. . ..... . 

Portion or net 1ncoae taken 1n tax ••. • • • • 

1.78 

t15Q , OOO 

50,000 

100,000 

10,000 

5.500 

12,000 

17,500 

35 percent 
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ll:xaaple 

Oomputat1on or War lurtax w1th Reller 

(No exo••• pror1te tax) 

Baee per1o4 eur tax net 1noo•• · ·· · ········ 1150,000 

1942 eurtax net 1nooae . . . . . . .. .. . ........ 100,000 

Deoreaee 1n eurtax net 1noo•• · ·····• 50,000 

Ooaputat1on or eurtax 

19~2 surtax net 1noo•e •••• •••••••.. • 

Jl percent cro•• eurtax • • •• •••••. • • • 

LeU I 10 per oent or 4eoreaee 1n 
eurtax ne' 1noome ••• • • •. • .. • . 

Surtax •... . . . . • • • .• • ..... • ••. • • • • .•• 

Roraal tax (2~ percent) ••• • ••••. •• •• 

!otal tu .... • 

Port1on or net 1noo•e taken 1n tax •• • • •• • 

100,000 

31,000 

5 ,000 

26,000 

2~.000 

50.000 

50 percent 
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-lxo••• prot1te ored1t (8, ot 1DYieted 
oapi tal) • . ••• • • • • • • · · . • · • • • . •.. ... • • • • • • • tl6o ,ooo 

Baee period eurtax net 1nooae... . ...... .... 150 ,000 

19\-2 aurtax net 1ncoae ••• •• •.•••. •• '. • • . • • . . 150,000 

Deoreaee 1n .urtu net 1ncoM. . . . ..... o 

Coaputat1on ot aurtax 

1942 eurtax net 1nooae •••••••••••••.•• 

31 percent gross eurtax •••• •• ••• •• ••• • 

lorma1 tax (24 peroent) •••• •• • • • ••••• • 

'!otal tax • •••.• 

Portion ot net 1nooae taken 1n tax ••••••••• 

150,000 

~6.500 

36,ooo 

82,500 

55 percent 
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• 

.. ,la,M. l!Jil2 &Snrt)aUoa of aaleo \as ftrin, ao...S.ac all 
_,.., ,...._. .. \a:lallh _u., ,...,. 

(Coat ll!.uU&l) 
(aOQCb ootlaatoo) 

(1) (2) (3) (~) (5) ~) (7) 

• .... ,,._ '·• 1·· 1.()!& 2.011!1 2.~ ,._ 
"" ••• 1:' .. , ,., ,.62 5·&6 

7!0- 1,000 JO.J ,..~ ll.o ,,, 5·78 u • ..-
·&,-- 1.181 U.l 5·7 lJoO 1·~ 19.13 

JO.I .., .. 6.1 ltol t; 2f,OI 
JO.t , .. fy ., .. ~·" '·' ""' ;:a ~-1'0- ·" ... ., ... 1.1 ,,., 51oJ5 

ltt 
It: .... 
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1.83 

.~ppronato 1,-e ntaU ealoo tu 1ouUa, .. ,..._, ~ 
aoa-1' u-, '117 lacoM aluaoa 

I l aloe \u, .. peraoat of laaoM, •ur a 
OonWMr Ml•• tu rate 

incoao I liiOi i•H• a 'biidia iqii1 iO 
clan 1 of 1$ 1 1- of coDWMr lno ... oa tboee 

1 wl th lao ... • of 
I I.e II thaD fjOO 1 Onr llo.ooo 

tJU.r t500 l.O(j$ l.r:f J.~ 
500- 150 .Ill .7 2.79 
750- 1,000 ·75 :~ 2.6o 

1,000 - 1,250 ·11 2.liJ 

1,250 - 1, 500 . 68 .611 2.JJ 
1,500 - 1,750 .65 .62 2.~ 
1, 750 - 2,000 .62 -59 2.1 
2,000 - 2,500 . 6o -57 2.06 

2,500 - ~ ,000 -57 .511 1.97 
~,000 - ,000 .511 ·al 1.86 
,000- 5,000 :~ • 7 1. 7J 

5,000 - 10,000 .Ill 1,51 
10,000 M4 OYOI' .29 .27 1,00 

freaWI')' ~ar-t, Dlrtaion of !ax .. aaaroh l1'brii&J'7 23. 19112 
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185 ... -.~. 

A urr114 perMn wUh W. depeD4ente b&Y111& earne& 

1noeat et .,,ooo bat an 1noeae taz 11ab111tJ under 

prtltnt law et 158· Vader the prepe .. l, hit taz 

wtuld bt Ill~, an 1noreaae et 16o. Tbt ettect1•• rate 

et taz at pruent 1t 1.9 peroent aD4 Wider tbe pre­

petal, '•9 peroeat • 

.l urr1t4 pereon With t wo depell4tnte ha•1nc 

earned 1nco .. ot 15,000 bat an 1nooae tax 11ab111tJ 

under preeent laY ot 1271. Under the prepetal, h1• 

tax would be 1587, an 1noreaee et 1'16. The etteot1Yt 

rate et tax at preeent 1t 5· 4 percent and under the 

prepel&l, 11. 7 peroent • 

.l ~~arr1e4 perM& w1tb two depell4eau b&Y1Jl8 

earned 1nct .. et 110,000 bat an 1nooae tax 11ab111t7 

under preeent law of 11,117. Under the prepotal, bit 

tax would be 12,14,, an 1noreaee ot $1,026 . The etteot1•• 

rate ot tax at pretent 11 11. 2 percent and under ~be 

prepetal, 21. 11- percent. 

Regraded Unclassified



1.86 

!!.· 

lxaaple 

!ax 1noreaee due to 1noreaaing or ratea 
continued - 2 

A aarried peraon with t wo dependent• haTing 

earned inooae or t lOO, OOO haa an inoome tax l i abi l ity 

under preaent law ot t 52,16o. Under the propoeal, 

h1a tax would be t68,261, an inoreaae or t 16,101. 

! be ef f eot1Te rate or tax at preeent ia 52. 2 percent 

and under the proposal , 68. 3 percent. 

Recapitulation 

Tax ilab!lity, aarrlea Erreohve 
Exuple: Net 2ereon1 two deEendenta ratee 

1noome .Preaent I Pro- ! I noreaee:Preeent Pro-
law : 201&1 : : lav 208&1 

A • 3,000 I 58 $ 118 . 6o 1 .9~ 3 ·~ 
B 5,000 271 587 316 5 .4~ 11.7~ 

0 10,000 1,117 2,143 1 ,026 11 .~ 21.4~ 

D 100,000 52,16o 68,261 16,101 52 .~ 68.3~ 
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1.88 

Collect1on at eouroe 

A aarried pereon with two dependent• haYing 

earned 1noome or $3,000, would, under the propoeal , 

b&Ye a tax 11abilit7 ot tll8. or th1e amount $70 or 

59•3 percent would be withheld at eouroo. 

A married pereon with two dependent• haYing 

earned 1noo .. or $51 000 would, under the propoeal., 

haYe a tax l1abilit7 or $587• Or tn1e amount $270 

or 46.0 peroent would be withheld at eource. 

2.· 
A married person with two dependent• haYing 

earned 1nooae or $10,000 would, under the proposal, 

ban a tax l1ab111t7 or $2,1~3· or th1e UIOUDt 1770 

or 35·9 peroent would be withheld at eouroe. 

!!.· 
A aarried person with two dependent• haYing 

earned income or 150,000 would, under tbe proposal, 

haYe a tax 11ab111ty or 126,537. or thU amount 
• 

14, 770 or 18.0 peroe~t would be withheld et eouroe, 
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baap1e 

Co11eo,1on a' eouroe 
Continued - 2 

Reoapitulat1on 

!ax 11ab111'1• c~rr1ed 

Exup1e: Met 1nooae: pereon, tvo dependente 

I !otal I liOunt Withheld 
I at eouroe 

• • 3,000 • 11~ • 70 

B 5,000 ~7 270 

0 10, 000 2,111-3 770 

0 50,000 26,537 11-,770 

1.89 

!Percent 
lot total 
:'ax vHh-
: held at 
: aouroe 

59·3--

~.o 

35· 9 

1~.o 
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-e 511 

II J d.lefi ~ tw MJ"p..-aUoaa 

A .. ..,_u .. ft .. 11111"\u ao11 1nooao ot tl,OOO,OOO 

alll .OJoot 111 tile 11op o&o .. .-pi'Ot1 h iu: rah ot 75 per­

H&11, 1lin1& M •JII11 110 a io11al IIOru.l and aurtu: raio 
• at" pweoa11 • tile kl .... ot ut 1aoo•• aner nrtu:. 

fill h& • tile 1U11 4a1l.&r ot 1aooao 1a U.75 co11t1. 

filii 1 ... 11 at tM 11&& O'flr' ~ OOftt l Oft All)' 4ollar 

ot 1••- W111 111 JtoU 'bJ' t!ul Gonruent to the aooout 

at 11111 .. .,. .. uoa IUI4 111 reiurll&blo w1 t hin a 11&1 te4 

pol'lot attol' tile ...,, 1a 11boll oa .. a Where 1t 11 epen11 

tOI' ...... atAtU.aal oapltal oqulpant or othorw1ee 

11 .,.., la tile ell111loaal e.plOJ'&I&t ot labor. 
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&xaaple 

lttate tax 

A ,.r••• with a net ·eetate or 160,000 before 

.,,,ltle ese.ption (exolud1ng lite 1neurance) would 

p&J, u4er pr111nt law, an .. tate tnx or 1500, or an 

ettee,1?1 rate ef o.~ peroent, Under the propoeal 

whS.oh .. lll.d alltw a a1ngle epecU1o exeaptlon or 

t60,000 but no lite 1naurance exolue1on, th1e pereon . 
wo-.14 pa:t M ettate tax. 

A perton W1th a net eatato or 1200,000 betere 

epeo1fle IXIIIPUon (exo1.ud1ng Ute 1neurance) would 

paJ, under pretent law, an eetate tax or 135,700, or 

aa etteetlYe rate or 17.9 percent. Under the propoeal 

11h1ah 111Dul4 alleY a a1ngle epec1t1o n:empt1on of 

160,000 "' M Ute 1neuranoe exoluelon, th1e pereoll 

••-.14 PA1 ~.950,er an erreotl?e rate or 23.5 per-

••••• 

A pereon with a net eetate or 12,000,000 before 

epee1t1e exelll)tion (exoludlne lite 1neuranoe) would 
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p•J• under preeen~ law, an oa~a~o taz of t7)0,700, or 

an ettootiTO rate ot }6.5 paroont. UDder ~ho prapaaal 

wb1on would allow a ein&l• apooifio oxo~tion ot 

t60,000 but no lito 1neuranoo exolueion, ~ho pereen 

would p.:, t1,220,150, or an etreoUn rate ot 61.0 pel'-

cont. 

Rooap1hlat1on 

Net eetate betoro 
opeo1t1o exe•pt1on • 6o,ooo • 200,000 • 2,000, 000 

Preeent oatate tax 500 35.700 no, 100 

Propoeod 01tate tax 11-6,950 1,220,150 

Ettect1Te rate 
Pr01ent o.s. 11·9-- ~6·5· 
Propoaed 23·5~ 1.0~ 
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12:19 !). "' · 

195 

•¥Jr: Hello. 

Grace 
TullY: 

''MJr: 

.. 

T: 

~Jr: 

T: 

Ht'Jr: 

7: 

T: 

·~·!Jr: 

.... . . 
!!! Jr: 

~: 

Hello . !~r. Secretary. 

t·lr . Secretar:r, on your memorsndum ol:>out Pike 
t h1P morning ..... 

Y~e • 

. .... the Pr esident eoye ever ybody ' s oleaded with 
him, meaning the President, to kee~ Pike on the 
SEC Commission, and he eugeeeta you talk to 
Oaneon Purcell a bout it; but h• said that they 've 
~11 ~l Peded to have hi~ ken t on there. 

Bu t 11' 1 t' s all right with Purcell. .... 

'A ell , he didn't - I didn't ask him further than 
that because he sald ev~rybody had sai d that 
they needed Pl KP on ths t Co:runlasion end tha t 
they ' d pleaded wl th hlm, and th.,n he se.ld , "Talk 
to ?urcell ." 

\•I ell , 1f I clear •. •.. 

Ir you want to glve ue a report on what Purcell 
says , all rlght. I 'll t ake it u~ with ~m egsln. 

':li tb pleasur e. 

All right, sir. 

Right . 

Thank you • 

All right, l~r . Secretary . 

Thank you. 
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cc _ !'r. Foley 

Febr uary 20, 1942 
12: 20 ':) .!D. 

196 

HY.Jr : Hello . 

ooerator: Hr. Pi ke. 

~Jr: !i~llo . 

Suz~tr 
Plk~ : XeA, sir. 

"Y.Jr: llr. Pil<e, I go t this word bnclt !rom the !'/hi t e 
House, thPt e verybody at the SEC ie pleading 
with the President to leave you over there. 

P: 

"Y.Jr: 

P: 

!IJ.:Jr: 

P: 

l!!i.Jr : 

F: 

Oh. 

And that I ehould talk with Purcell. 

Xenh. 

Now , before I talk with him, I just thought I ' d 
aek you it i t wee all right. 

Oh , yee . Oh, yee, Mr. Secr etary. I think thAt •.... 

Xou don 't want to tAlk to him first y~uraelf? 

:•ell , sa a matter or raot , when I csme over >Ie 
we r e juet goi ng i n to m~et him, and I had a 
couple or minutes with him. I thought tha t 
orobably that mi ght worlt out the t way , and I 
told him whst we had talked over this morning, 
ex t remely briefly , so t n•t he had ~repared on 
that. 

h'l!Jr: He 18? \/ell, I didn ' t went to call him without 
talking to you first . 

P: 

f!l.:Jr : 

P: 

~l~Jr: 

\iell , the t ' s all right. Thllnlt you very much. 

Well , I'll cAll him and tell him I wan t you. 

\'I ell , all right. 

The Presiden t didn't tu rn me down, you see. 
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P: Yeah. 

l!liJr: Yeah. 

P: Yeah. 

l!liJr: R1pt. 

P: Rip to, thank :rou. 

HMJr: Oood-b;ye. 
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o.neon 
Puroell: 

RNJr: 

P: 

RJCJr: 

P: 

Rallo, a1r. 

Row are 7ou? 

rlne. thank you. 

Ooo<!. 

Row are 7ou, elr? 

198 

• 1 

P.MJr: Plne. Mr. Purcell , Susner Plke, I u~ eretand, 
bae talked to J OU about what I've a ked hlm to 

P: 

IIIIJr: 

P: 

HMJr: 

P: 

HMJr: 

P: 

RMJr; 

P: 

IIMJr: 

do ••••• 

Ytah. 

•.••• 1n eonneotion vttb Ar111ne DJe. 

Yaah. 

Nov, he'd llke to do it, and I'm extremely 
anx1oua to have him do 1t, and I called up 
tha White House and aakad them to aalt the 
Praa1dant about i t , and I got word back that -
to talk to you t i r at. 

Uh huh. 

And eo I'a call i ng up tc urse the Cc:mla&ion to 
let Mr. Pllle go ahead and do th11 tor ue becau•• 
we think it'• t err1bl7 important to do the t1rat 
one rlght. 

Vall, I can under etand JOUr poe1t1on. 

And 1t'e - they' ve got a lot ot var contracts 
and we're up aga1net a ver7 tough a1tuat1on there 
and - beoauee they got ott to auob a bad start. 

Yea. Vall, I can a?Prec1atc your eituatlon. 
All I can aak 1R tb3t you give eome cora1derat1on 
to oura. We're 1n an avtul tough epot. 

l1b huh. 
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HIIJr: 

P: 

HMJr: 

P: 

!IIIJr: 

P: 

l!MJr: 

P: 

l!MJr: 

P· 

l!MJr: 

P: 

!ll'.Jr: 

P: 

"l!Jr : 

P: 

l!MJr: 

P: 

199 

- 2 -

And, or oourae, Sumner it a tower or etrength 
here. On ~any anglee, •• you know, h~'• eo well 
inromed • •••• 

Yeah. 

• • ••• that he's a grea t help to ue. 

Yuh. 

I would- I'd very much lUte to hllve a talk with 
you abou t th1s 1r I could. 

Vell , that' s •••.. 

Sit down and talk it over with you. 

\I ell •.... 

I think I could ooint out eo~e or the probl~me that 
we've got here. 

Row about tour o ' clock? 

Four o'clock th1e afternoon? 

Yeah. 

Surely, s1r. 

I'll be glad to see you. 

I'll come over to your ottioe then. 

Fine. 

All right, Mr. Secretary. 

Do you want to come alone or with Sumner Pi ke? 

Well, perhBpe I should come alone tiret; but I'll 
talk with h1m and eee how he reels about it. 

rlght. 

All right. 
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P: 

RMJr: 

P: 

'!I!Jr: 

P: 

BlJr: 

P: 

- '-
ThU u •o•ethlnc t bet we 'd like YII'J , "'1'1 
•uoh 1 0 • • • •• 

Oh, I know 1t. I appr eo1ate tbet, e1r. I ' • 
not t r ying t o gum t he worke at all. I Juet 
want to - I do want to talk over tboroucbly 
with you the proble•e and • • ••• 

Well, that 1 
I tur. 'l'hat'a te1r. 

All r 1gbt. 

Thank you. 

I'll eee you thla af ternoon. 

Thank you. 

Good-bye. 
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,..,~ 21, 1942 

Jleettn& held 111 lit', S.U• a otfica 
P:abf!!rz 20i 1942 

t S P. • 

Present a 

For Trea101eya llr, 'lb1 te 
llr, Folq 
Dr, V111er 
llr. 8, Bernlrte1n 
llr. Southard 
llr. Priedlu.n 

For Stat., llr, Hornbeck 
llr. llllld.l t<lll 
llr, Li.,.sq 
llr. Hi .. 

llr. Ji'ca: 
llr. Currie 

201. 

lleeting cliseusaed dratt agreement I!IUblitted by Treasury, llr, Rombeek 

aid that he found it a Te:ey adllirable documeot, and tbeo weot on to SUB~~ eat 

..... a1Dar •ban&•· 
'!be two ma1n pc111ta which were cl1ecuned ware the proTieicm !or OCD­

ault&tion between SecretalT o! tha Treasury and Ch1na (Article U) and the 
question of re~eot (Article IV) , 

U aeced to be the aeo>tiunt of tboee praaeot that it waa deair~bla 
to pi'O'fide !or cooeult&tioo although at the - t1ae the request of tha 
aw...e !or no atrillp cc the loan ae to ueee bad to be korpt 111 lliDdo 

111tb regard tc repa;yment it ae.ed to be seer~ felt that the belefita 
'llliob the Ullited States ill r acaiTing and eball receive !rca Ch1na' a actiTitiee 
in tho 1181' should offset at laaat 111 pert our f1nancial aee!atanca to China, 
Bown.,., heaeu17 otticiale were particularl,y ocnoerned with writtn& 111to tba 

tcrec.ent saae clauee llhiob woul.d 1J>dicat& tbet tbie 1'1nano1al aid ill not a 
etA and Ulat the Sacret&r7 baa raaacn to apaot that tba Un1ted St&tae woul4 

receive benefits 111 rat'Dl'D for the t1nanc1al aaeiatanca. '1'ba point ..., alao 

1IICie that 1f it wae clear that -• fora of r~t was requaated, .,ra 
beneticial reeulta fma the loan could be anticipated, 

( The Trea111117 Ulldartook to radratt t.ba agr-t 111 light of the abc.,. 
dl.ecuaai.Cillll, 

I. S. Priedc&n 
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I 

*loP b''• ot ClldM - -ca"'• ~ nta e\blr ""*'- .­
,.... ot liD 111J14, 1D • o a as iiUft ~ aca111ft -

.-.,, to the ....t ot lalr1JII t11e .._ ot a 3ut -. eadllr1Joc _.u 

.,.- MOUriDC aN1r lllldar :U. to.}b-"lft8 ....t all aaU.., _, . 
I!IIRIAS, !he ~teet ~ _, ClldAa - ~ to t.he 

Deola'a\ioo ot UldW llau- ot ,_ 1 1, 1Jiil1 'libiob elM'- tbA 

'eMil av•a t plqu itealr to..,_.,. ito Nl ruoa-, .uttay 

w u ;rnto, ~ t-. I na ot tile !ripa'\ito Pact md. ito 

·' ;ate nth 1tb1ob noll co•• nt t. c _., e& 

l'llbl1o t. llo. W, Wotlid ~ 11 lJiil, bu ciMlarecl tlld 

fiAIDoi&liDAI. "--'• .U to ClldAa 1l1ll. "-- Clldaa•a llb111t)- to 

OJII)OM tilt t-. of LQ U 1 011 _, that tba dlt... of ClldAa t. of 

\lit cnateat poaU.a illportaMe, _, ._ •to.Ua4 t11e aa.ntory ot 

U. ~ ot tile lllitol. ~. wUb tile 4P:Otal ot tile Pree1dad, 

\a &1 .. Nnano11J .U to Cb1Da1 md. 

IIDUS I -" 11Dalc1al .u 1l1ll. ..:.a Cb1Da to ~ II'M1J;r 

1\a _. .Uarta teaillat tile - ew<• b7 belp1~ Cb1aa toe 

(l) ~ito .., • .....,., -'-7, '*'!d~ aDil 11 w!o .,..._, 

(t ) ~ ... ..-w ' 0 171 u4id p;'OCIIIIcUoll, aacu1alt1011 ... 

d1atr11N\1a ol 111111a1117 aooclaJ 

(l) ...toN tile l'1aa ot prioM, ~ atob111t7 ot ......... 

(i!) r:•••• boaotiUic ot 1 .... _, otMr aat..rialaJ 

(S) '""•-ot~1114~J 

(6) etten twa _.e) - --lll•La• • • • w~~~SM 11111 

~ tile -"7 ol tlla Old I pMPleJ -

( 7) .at 11111\ay ....... tolol otllar ..,......n.ato - 1A 

i to_. au.n. 
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• ,,.,, .. ... ... ' ., .... 2 ... :6 .... 9 t 2 ~ .. , cal 

- IUPFa',.. llllsiee .. te ...... - :6 em.v-. :1 a 
lila -- ,_. ·-rlOIII~Io. I l 2"1 • "''vs tM ,., n ...._, 
a2 7 

.,._._ ...... ..__...,.._,r I IS ... 
t '11 eW ......._ pos't1112ll • .-Jtot; et jp.arsl'• llll 1 

• ••••""*¥ ot u. llraeaa1 :6 u. .,....,. ......, _,-.owe: '' 
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suaner 
Pike: 

HMJr : 

P: 

HJ(Jr: 

P: 

:re e, Mr. SeoretaJ7. 

Ill'. Pllte, Mr. Puroell 1e 11 n1nc here wUh •e. 

Xee.h. 

And he 1 e been appeellnc te ~ •J•pathlu and 
ene thing and anether, and I • Juet a eott­
hearted fellow. 

Yeah. 
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HMJr: !hla 11 the euggeeUon that I Mdl. I don 1 t ltnew 
whether Jill lllte 1t er aot - I •ean, to be telr 
to SEC and oureel•••·· ··· 

P: Iee.h. 

HJIJr: ••••• and I eald, "VhT not let ue ha•e JOUl' 
eenloee and let 11 break thle chain vhloh 11 
around., neolt," JOU •••' 

P: Xee.h. 

HMJr: And then after 7ou1•a been with ue a couple of 
•ontbe and JOU can deo1dl hov i .•pertant that 11 
and how SIC - JOU could decide - ve could -
Vblob W8J JOU 1d 80• 

P: Yeatl. 

HJIJr: And that would - I thlnlt tree what Purcell tell• 
••• that would pn h1• a obanoe t• th1nlt about 
whether he want• te till JIUI' ••oano7 and eo forth 
and •• ea. Jow, when I a&J it, I thlnlt 1 t 

1 
• a 

OOIIP~IIIt te a &It tor SIC fer N•eb14J. 

P: (Lauabe) 

HJIJr: And Juet1oe e&id that when theJ aelted ue fer 
Bob Jaolteen te ti'J a oaee t or the•, we oeneidered 
it wae a oempl~ent. 

P: Well - (LaU&bl) - dOll that 1•PI'III ~ Yei'J .uobt 

HJIJr : ( '1'allte Uidl) Doll that 1•PJ'III JOUt 
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P: 
JDLJr : I Sb1d I •4• a 4ent. 

PI (Lagpa) Goa4. 

JDLJr : 

P: 

IIJIJI' I 

PI 

IIJIJI' : 

P: 

lllloJr : 

P: 

IIIJr: 

P: 

HIIJr: 

Pt 

BIIJr: 

P: 

I te14 bla ne' t• tra4e teo bal'4, an4 he'e ult14 
'' let • knew teaorrew •rn1nc, wtlloh 11 eDlr 
ta1r. 

x ... 
.. , I traDJrl.J wat J•u •err, •err be41J. 

I tblllk U.t al&bt .... the e1tuat11n 1t a.neen'• 
w1111DC U.' - I tbnih' at U.t en the ..,. back 
\hie •rn1DC •• a pou1ble..,. out, bloauae o.n .. a'• 
r11h' 1a tba' \bare are -real reperouu1ena 
enr bert 1f anrbe4J talt11 • bep at \hie -•at. 

Well, tbla -ul4D1t ba - tble waul4 - we'4 .,.r4 
u " Ul&t we 14 aelt the esC t• len4 ue one et 
tbalr eo..lealenere. 

Inh. 

Len4 ~ traaaQrJ one et tbelr C. .. 1ae1onere te 
help \Ilea, an4 I tblllk that 1t the 'Preaeurr ge11 
te ~ 110 fer help, 1t 1an't - well, I ••• •. 

Well, I t.n't • • •• • 

.. . .. I tblllk 1t'• a ooapllaent . 

.. 11, I 4en1
\ '" wbJ eur ObaiJ'Mn ua't Hftenlnc 

up '' ~ -•nt. leu •"' oertalnlJ pt •• eettene4 
ap. 

I'"' .. , JH Nften14 upt 

leall. 

Well, I don't know hew te eeftan th" up, but be 
1 ... , l~e a nloo tell••· 

(Laacba) Well, I pen he'll prebabl7 gln 1n 
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eYer lllPt. !bat wul4 be rq pe ... 

Well, I .. nte4 te talk te Jeu 1n b1e preaeaoe. 
It appeal• w Jeut 

P: leU· I.-b • 

HMJr: 

P: 

JDCJr: 

P: 

HliJr: 

P: 

BMJr: 

P: 

•• u . . . .. 
1 tb1ak en the breakin& up tAlnc, the repel'­
ouae1eaa weul4n' t be &nJWbere near •• •••ere 
aD \bat baela •• tba)' a1gbt on the ether. 

Wall, I oaa ••• be'• Jun taklnc tbh tAlns 
e•ar aD4 be 4eeaa't want ••••• 

Well, ba'a on qu.1ta a apet, JeU knew. there wae 
a aUDk \bat laate4 a Mllth er twa o•er tbe wbole 
tb1111, u4 OaliHn'a 1ll a teuab epet; an4 1 don't 
waat te de aDJtbllll \bat wui •ke a prettJ teueb 
Jeb aDJwa7 aDJ t.uper fer b1a. 

Well, •• oan belp UJb• 1ll ether waJa, tea. 

x .. h. 

1 aean, wUb tbe !mO. 

laab. I kllld ef llke that. 

lli!Jr: leu kind of lU:e tbatt 

P: Yeah. 

llliJr: OkaJ. 

P: All J'1Cbt, a1r. 

HliJr: We'll - be ea14 be'a p1ft1 te talk te J OU and .•• • • 

P: I'll be bare when be c•ta back. 

HliJr: l\l.pt. 

P: Xae, e1r. 

HliJr: !bank JR. 

Regraded Unclassified



JIIIJr: 

Optra,or : 

JIIIJr: 

Rober t 
butt: 

HMJr: 

l: 

a: 
IIIIJr: 

a: 

IIIIJr : 

BIIJr: 

1: 

BMJr : 

IIIIJr: 

BoUo. 

Jll' ........ 

BoUo. 

Ooo4 afternoon, ell'. 

'•"'-" 20, 19'2 
~:)0 p.a. 
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Idle, llob. You " " t o ba'I'O been 4o1ac a ... u 
Job dollll thoro. 

!hie h tho Wleb'-et aJ.nuto of tho wok. •.. ,,,, 
Yeah. 

Bow do J OU ••an' 
Well, •• took 1n e1x a1ll1on, f our t o4aJ on the 
'"'•· 
Yoe. 

But at tbe olo .. , the OonU'al Hano'for oaae 1D 
an4 wen' to tho 4Mloro an4 0&14, •It J OU boJ• 
aJ'O patrloUo, •• are: an4 wo ' U ~~ ••• of 
tho•• ~·· Oil a' puo. • 

Ob, wD4ertul . 

to tho{ tui'Do4 -· an4 •• •• to 1t tbeJ 
oooldll t sot too _,. 

I .... 

All4 oa tho two all4 a quartore, I know of two or 
thi'H outrlpt eal.ee of t1n a1U1on •ob to4aJ, 
an4 1a other eoouon• of tile lht th-' • a 4oaall4 
1n tho eon•• \bat tho boJ • ban been 101111 onr 
an4 look at wbat \boll' taxee are 101111 to be, 
an4 tboJ' • • got to lNJ aoro in-•. 

I eoo. 
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IIJIJr : 

R: 

!OIJr : 

R: 

HXJr : 

- 2-

And t18e 1a belplac lt • •• • • 

Oeod. 

209 

•.• . • ao ~t the p1otllJ'e looka a sood dNl 
beUer tenlpt than U bae a117 daJ thle week. 

Fine. 

Bonde sot up ae hlp ae twentJ- twO b1d, and olo~td, 
ob, at leaet nineteen bid. It'• not YeJOJ bls, 
but tbere ien't &DJ eellere ; tber're prett7 well 
cleaned up now. 

Well, wben JOU think of all the Pl'hate i11u11 
were called ott and tbat we Juet went tbrOueb 
with it, I th1nk U'e prett7 sood. 

R: :ree. And I think ae 1t weare along the taot tt~at 
we did a billion and a balf and neJOJbodJ 11 down 
to earth asain won't do ue 8117 bare. 

HHJr: Hew auob did we bu7 of the twe and a quartere. 

R: Obi I ba•en't tbe exact tlsuree in -r aind, but 
U 1 quite a eiUJ.l aaount. 

HHJr : Yeab. IUgbt. 

R: h - well, if I were to sueee, oftband, 1 t would be 
about twent7 a1llion. 

HHJr : IUpt. And of the two' e' 

R: !be two • e, about tblrtJ. 

HHJr : Well, tbat 'e not bad. 

R: ~o, lt'e not bad at all. It will - let'• eee, 
lt will work out twentJ-nine - tiftJ-e1sbt a1lllen 
about all togetber. 

HMJr : Well, after all, we're bandling biller and bifs•r 
ieeuee and we'll ba•• to - Vben we eupport it ll 
take aore aoneJ. 

R: :ree, and I th1nk we'll Juet ban to recognize 1t 
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- '-
•• part ot ~· oon ot 401111 l:llaa1ae ... 

t!lat'• l'lpt. 

81 l Wllk t:bere' • a - 1 t oaa be lwl4le4 praoUoaUr 
1t we 4aa1 t &•t t oo theoret1oal about 1~. 

IIIIJr: ftla~ '• rlpt. Well, thank rou Yell')' auoh. 

8: ftlaM rou tor OA111nc. 

IIIIJr: Bow' o rour a1auat 

R: It'• heUor. 

IICJr: Goo4. lowld.a better. 

1 1 I'• t..UAC a po4 4oal henar. l ' •e cot u 
ta11'11 woU olouo4 11p. 

IIIIJJ": Ooo4. Woll, Uko oera ot u. 
R: tbaDJt JOII Yerr auoh. 

IIIIJr: Ooo4-br•· 

lh OoM-br•· 
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IDIJr: 

II 

IIIIJJ': 

1: 

IIJIJr: 

'" IIJIJr: 

V: 

IIJIJr: 

V: 

IIJIJr: 

V: 

RIIJJ'I 

1: 
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Well, 1t'• •er, k1D4 ot 7011 ~ ret\11'11 U. I 
jUit ba4 a br~netora. I eaw ~~ plo~ ot 
Donald Dlaok •• ••• 

Yeah. 

••••• aD4 I WI 10 \IJ'rlbl7 1eprelle4 wUb U 
\bat I nD4ered 1t JOil alpt not work 10aeth1DC 
1n \be _, of a pubUo eapport of \bat tblnc. 

Jo. 

It ...... ~ •• •• darned cood \bat - are JOil 
101111 w be able ~ ~ tor 1U 

Ols, we paid tor U. 

Ob, JOU dldt 

An4 I ~ld tbe Coaal ttee I 1 d pq tor 1 t. 

Ob. 

We're all r1sht on tblt. 

Well, I •• wo..s.rlnc - JOU know tb11 boaber 
1daa Of JOUl'l 11 S01AI ••er b11••••• 

Yeah. 

••••. end I woD4ered alonc - \be people alpt 
take a pleaeare and a Je7 1n \bl'lw1DC 1D a 
quarteri f1tt7 oentl, or a &tllar tor a prepe­
altleD lite \bat aD4 tell tbet ba4 a J)U't 1D 
IPI'eadllll \be sa•~· 
Well, I ~nk - I aPPrao1ate JOilr \b1nk1DI ot 
u1, 'but we bed \be aone7 and I told \he ooa-
al ttHI .. vera p1DC te pq fer U and ve vent 
&bead and 41d. 

IQl blah. 
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BMJr : And ve' re aoinc ahead and ult1ng another one. 

W: 

J!IIJr: 

V: 

BMJr: 

V: 

IOIJr : 

V: 

IOIJr : 

W: 

HIIJr : 

W: 

Good. I \boucht it vee perteotl:r uneloue. 

ao ve're not goins t o let tbea etop ue. 

fbe entbuelae• of the people after lt vae oYer 
vaa the oo•plete Juetifloat1on. 

Well , it'• avfUllJ nice to bear it, beoauae I 
tbln.lt that D1ene:r r eall:r 41d qui te an UDUeual 
Job. 

lee, be 41d. 

Yeah. 

Well , I Juet vented to sl•e :rou tbat idea. 

Well, tban.lt :rou, but ve happen to be all rlsbt 
t hie ti•e, but ve 81abt not baYe been. 

Fine. 

'ftlan.lt ;rou. 

Good-bye. 
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FEB 20 1942 

-Deu S.utor DD-1• 

'!'1M llloo thlap ,.ll aala oa the noor 

of the Seoete lut 'luaU, lD eoauatloa with 

213 

oWP tat aolleotloa ead tofeaoo boa4 aaloa offorta 

ban jut boon bro\liht to ., attoatloa. 

Pleue aooopt ., poreoaal tha.nka tor 

JOWP heartr aupport. 

Slaoerolr 1011ra, 

ISI.caM) I. a.rauU&ao I•• 
SoorobrJ of the TrouV7. 

Bou. Sberl4u o.n.,, 
UDlte4 Statoa Souto. 

HAR:HMC :EHF:Tla - 2/20/42 

)). /14. e.. 
qW- qy ,JL-j~ ""~ "" 

...... // 
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Dta.r Soutor Barklqa 

Tour reoont otat-nh to the Soute o ·DIJlDc 
the Doulcl Duok fila ancl vein& tho Souto &114 lh 

nplOJtOI to pal'tlol,-to ln the paJJ'Oll•laYlncl plu 

lor tho pvoh.uo of Dofouo Boclclai han .... to ll(f 

attention. 

11 alW*JI, :rov. raarkl han boon of F•at help 

1n our prograa ana I want rou to !mow tu7 aro cleopl: 

appreolatoi, 

Slnoorol: JOVI, 

I ! S.t &l a, ..... --.. ~ 

lion • .Ubon W, Barklo7 

Unltocl Statoe Sonato. 

Soorot&r:r of tho Troaaur,r. 
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FEB !0 1342 

Dear JIP, IMC..ukt 

'!be raarb whlah you .ae 1n the nouae on 

...... 4q vrbc Jllllbtn and thelr ~107'" to 

putlolp&te .. Unlt 1n th pepoll•a&Yllap plan 

tor the preb&11 ot Det«n~e Bon4l han btiA broupt 

to '11!1 attatlcm. 

Tov atat ... ntl Wll"l Tlrf etlaot1n en4 I want 

70il t. a.. that fOllJ' aupporl ot the 4eleue b0114 

,..., .. 1a IWII'tlt appreclate4. 

Boa • .Jolua W, lfoCONUk 
II ~/1, t:. 

!nat ot Rapreaantatlna. 
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1,LHNI.....,.. T-­_ ... n 

c. ...... ~ Ka.t.1' 
._ .... a. Ku.,. 

J, II • ._. .. , 

I. H. ..... ,.--.. 

Ol'fPICI:S AND CL..U8 l'tOOMSt SUITC 1 &t& &M•ft:80N HOTIU. • •ALTIMOft&, MO. 

PftiVAT& T&LCPHOHilt CALVCflrT &1158 

Honorable Bear7 llora-nth&ll, Jr. 
saerat.&l"T of tba Trauur7 
Wuhington,D. C. 

Dear llr. Seeret.&r)': 

Februa1"7 20, 1942 

'!be AdYert111nr Club of Balt.aor• waa •inlul&rlT 
fortunate in ba"rinl 7011 u ita ,.. .. t apeaker laet Satur<I.IT 
evening, when 7011 ra•• the nation, thro1181> our club, ,.our 
aaat.ertul addreee. 

I1l a:r opinion thia wu one of the Ter7 beat 
ad.draaeeo 7011 have tllua far sacla. 

Aaauracll7, wa would not. ha•• held an annual 
ban(!Uet tbia ,.ear it you ba<l not ,raeioualy conaent.ecl to 
ad<lreae u, tbua enabling 111 to dnote t bo banquet to 
National Detenae. 

I tb1nl< ,.our reteraoce in ,.our ad<lreaa to our ( ( 
c-&nder-it>-Chiet wu auperb. 

You u;r be intaraata<l to know that. we are at.Ul f{ 
aet.be in our etrorta witb Defaoae Bonde and stupe. ( 1 
87raeuae, New York, wire<l 111 for partielll.&ra, and ooe of 
our IU•et• purebaaa<l $10,000 ot bon<ll on~. 

It wee indle<l a real pleeaure to -t ,.ou, and I 
know 7011 will be happ7 to learn tbat 7011 gan eo a&n7 
fol.lta in Baltillore and ailliona of the ra<lio au<lience eo 
...cb aaeurance and real enjo,..nt. 

Wiebing 7011 all power in the eont.inuene• of tba 
great work 7011 are do1ns, I aa, with real appreciation, 

W.T.Cbll<ll -
Bine•ralT ,.oura, 

/. 
Pruidotot. 
6 8. Cal••rt street 
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I 
I 

• 

.... ., .,. lMI 

Dill' Daftl 

I • nrt *Oft'1 t. J.n t,_ ,_. 
1ettn ot ,,....., 18 tat • .,. aMut te 
1011 1•• MrYlMe at U. !'111 GJ. 

You han .._ of ' halJ la {:_• 
t .. MOtu -. .... I .,...late all 
uaabDM that , ....... clwa. ... u.a 
tbat, it !lao Mu a ,... 1 tl• •• f• 
• t o ban hill Jfl& u a t II' ~ IIW ,._.., 
t.al11· 

._ U.\ Jfl& ue plac !-. \llo U'lll(o I 
ahoali lU. Jfllll te a. tllit all ....... 
wlahN wUl p wl~ ,.._ la wllat.w.• put et 
the •••14 '" -z .. ....-11, • 

....... q. 
(Si gned) !Ieney Uoraont!JD.4l o 1». 

,. ...• , ~ 

JiM.~ 
J .J.,c- k4 -?l. m c. 
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J)MJ' )(111 )ioiU'CMII 

tour r• .... ott•• to ..... u a 
~ut• llan 1n tho Dofouo 8a'f1Jt18 ~lp ua to oo!ldoot •notoi'J' slap• thN.p.iat Die 
aatlon 1• a 1101t wl..- ooabllillltl.a to tho 
atlon'• ftJ' tffo.t. 

1 P~"O&I• of o 'V •'a&J• 1n ,_. 
.Utili thJooupout tho .... b7 _,fail 
to fo1ttr tbat opt.lt ot ..tW ...,otla to 
ov MillO whloh la oo ountlal to Ylo\wf. 
I a. that i:!.otrono wW • ot r.:' 
lltlp to Ule W'f Do~t la 1 1 ...,.s.p 
for tbt nlutarr )IU'Uolrtl• ot aU .. 
people ill the fi-S.IIC o tho WU'· 

SS.aoon}T, 
Ul.a\h • •• 

tas.cae') •· .. u• 

Win LUOJ l&olU'OO , 
RC.l flo tor lluufuturS.JIC Cc:epoRf, 
Ctaln, ... Jo....,. 

Fl/bkb 
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tarola Grana 
lqne Slom 
StoHt&J71lorpntbau 
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feW.U, 80, 1861 

The art 1n the adnrtla-nt 1a the hn.ba Star, 
pllicl for 'br Baha, entitled •Tbe7'r• gi'fhg tbeb alla 
woD't 7011 lend 7011"!• b at ltut fourth gncle. I would 
Uit to lalow whether the dnwlnga were dOM 1n tbl 
frtU\11'7• Pleue gln • a- <Ill thb toclq. 

Tbll h the thiDg that I o<~~~plalned to Sloan 
about at ltut two weelta ago. 

If thla work 1a dOAe 1n the TNU1117 I wiah 
that the art end of lt would be referred to Kn. 
llorftnthau and Olin Dow• u I a o<lllfldent that with 
tbt r help we oould pl'Ocluoa adTertl .. unh whloh would 
be -h liON e!!eotln ana that the ut work would be 
tht but. 

I would lUte an anner to thla -rmda bJ' 
thh afternoon. Thank JOU• 
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..... 

TREASURY DEPARTMIINT 221. 

...... 2/20/42 

llr· Sloan 

llr. )laban 

The advertisement entitled "They're Giving 
Their All; \Yon•t You Lend Yours?" wbioh ap­
peared last night in the Evening Star was 
one ot the series prepared and released at 
tbe same time as tbe portfolio wbiob the 
Seoretary discussed with you. 

The artwork tor this advertisement was done 
in our own shop . I am sure the reorganization 
wbioh we have cOJDpleted this week will enable 
us to turn out advertisements wbioh will be 
more satisteotory to everyone than this first 
series . 

In oonneotion with the meeting on Tuesday 
aft ernoon with Mrs . Morgenthau and Mr. Dows, 
I will arrange to exhibit and discuss adver­
tisements as well as posters . It will be ot 
help to us in our reorgani~ation ot the 
Creative Department to get their oom=ents. 
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President Green and mewiliers of 

Feoeration of Labor: This pledge of yours to b~ 

a billion dollars of Defense Bonds in 1942 is a 

magnificent example to the whole country. It i s 

the biggest single pledge that has come to us from 

an,y single organization. It amounts to about $200 

for every one of your five million members. If you 

fulfill and exceed your pledge - - as I am confident 

that you will - - you will be winning a victory as 

important in its way as a victory on the battlefield. 

For you will be proving once more that the American 

people here at home are working ana s~ving to help 

win this war for freedom. 

This war is a crisis for the whols labor movement 

in mora ways than one . Unless we and our allies win it, 
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there will be no survival of free trade unions, no 

~. 
liberation of the millions of workers now enslaved 

~· 

no continuanoe of the rights that American labor 

bas won in generations of struggle , no better future 

for the working men ana women of the world. Upon 

a-......~~ 
the outcome depends everything that. .,-otr stand. for, 

~·,......._,t~ . ~ 
everything that~ dreanu of for;<tQnPeei¥ee~ywr-

children. 

Our American future will be determined not only 

by events on the battlefields but by our response, 

here and now, on the home front. lloat of you are 

fighting on the assembly linea in the Battle of 

Production, which may become one of the dociaive 

battles of the world. All the giant strength of 
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AJDerican industry h being mob h to pro uce the 

weapons and materials that will amash our enemies; 

~,. 

all the skill and e~ergy of American labor are going 

into that battle, and they are going to win it in 

the end. 

Yet we shall be hampering our own otforte to 

produce 11 we then go into the market place to buy 

unnecessary goons that ooropete with our war production. 

I am reminded of an ao.vertisement: in the New York 

papers a few oays ago showing Hitler pinning a medal 

on an American man and woman; the caption wae "For 

DiatinguiRhed Services to the Axis-- For Hoarding.• 
• 

• e know that lt is unprofitaclo and unpatriotic to 

hoard rubter, sugar or any commodity in times like 

Regraded Unclassified



- 4 -

tLese, but hoarning is only an extre e example o! 

a more wldospreaa evil. It is just ae unprofitable , 

.,......,....,q.,....,.. A. .~ ~ ~ 
just as .w~palirl:otie for us to bU¥ • llfihi1f18 that Tie 

can do without until the end of the war. If the 

attlo for Proauet1on is to be won -- and I know 

that labor is determined that it shall be won - -

we shall have to cut down on our own averyaay expend-

itures, to no without nrw gadgets nnn luxuries, to 

keep our bUfing strictlr. to necessities. The more 

goods we bllf now for civilian use, the more we 'I!.'JJJ.Y 

have to ration as those gooas became scarce end as 

tbe war goes on. 

That is nn aanitionel roason for oontinuil\6 to 

buy Defense Bonde every r.eek, every pay aay, to the 
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11q 1 i of o 11b 1 • 1a every 

opposite of luxury bu,ing in wartime. It helpe to 

keep prices in check. It helps to olear the aecke 

!or war pro~uotion. It helps the Government to 

finance the colossal coat& of war, aua it will help 

700 by giving you a reserve of apenning money after 

the war when you will need it most. 

I am glad that in your b1llion dollar campaign 

you are emphaaizing the importance of continuous 

week-by-week investment out of your pay checks. The 

money that we need moat urgently is new income, week­

by-week income, the income that would otherwise be 

spent on unnecessary thl.ngs. It doe~ not help to 

i'lMnce tl:.o war, or to keep intle tion down, to buy 

Defense ends by taring money out o savin • bank 
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accounta; for that aoney ie already out of the atreaa 

of purchasing power, and it ie alreaG7 largely invested 

in other Govermnent bonds. 'rbe best way you can hel p 

in financi ng the war and in safeguaraing your future 

is to b~ Defense Bonds out of )'Our new earnings, 

regularly and as much as you can. 

In this ef fort the Treasury is relying upon all 

the f ive million members of the American Federation 

of Labor , and especially upon the shop stenards and 

preaiaents of locale. I ahoulo like to aay a few 

woroa in conclusion to the shop ate,•aroa and local 

presidents who may be listening to me tonight. You 

are my partners in this payroll savings enterprise . 

You are the ones who know how much your members are 
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iDYeat1ns in yr 1 av a l.n a 

position to know whether a ?nrticular wor r is dol~ 

all that ho can, or less then he should. I &m relying 

on you to tell your m~mbero throu~bout the rear about 

the anvantagoa of payroll aav1nge; to keep track, in 

a friendly W&¥, or what your meribcra are investing; 

ana to see that they set aside every dollar they can, 

for their own good and their country• a good. 

As 1 l~ve said repeatealy, this ie not a token 

war, and it cannot be paid !or ~itl spare change. 

\e are eneaged in a war o! desperate eeriousner.s. 

It ie eo ser1ous that it allows no mar in of safety 

for any of us. Remember, whoever relaxes helps the 

bia. 
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This is a tima for sweat , for work, for saTing, 

for maximum effort in eTery phase of the war effort. 

I have such confidence in Ameri can labor that I know 

you will put forth that maximum effort, voluntarily, 

willingly, cheerfully, whatever the cost, however long 

and hard the war may be. 

• 
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