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GROUP IIIITlllG ... ,. 22, 1939· 
9130 A. II. 

PRESENT: 

H. AI.Jr: 

Belli 

H • .II. Jr I 

Bell i 

H.M.Jr: 

Bell: 

H.K.Jr: 

Bell: 

H. K.Jr: 

Bell: 

H.Y.Jr: 

Bell: 

H.U.Jr: 

Bell : 

llr. Graves 
Jlr, O&aton 
Jlr. Duffield 
Jlr. Hau 
llr. Gibbons 
ilr. Bell 
lolr • llhi t e 
ilr. McReynolds 
ilr. Foley 
Ur. Hanes 
ilre. ltlot:r. 

Dan, what is the overhead on Home Owners Loant 

About $25, 000, 000 or 126,000,000. 

Then, by saving them one and one-fourth per cent, 
we save them twelve m1111on dolla.rs a year, or 
halt ot thelr overhead. Would t hat be a correct 
statement? 

You are saving them about $11,000, 000. 

No; one and a quarter per cent -- well, roughly, 
yes. 

Yea. 

Will you check that? 

Yea; I ~11 check 1t. 
ia the appropriation. 

$25,000,000 or $26,000,000 
•·e save the:a halt ot it. 

It I can make 1 t, it would be sort ot n1 ce talk. 

Do JOU want to take in the f JOO,OOO ,OOO too. 

Yee. 

It 1a over halt. 

Well, make it look good. 

0 . 1[. 

1 

• 
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H.M.JI:': 
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All r1gbt. I thougbt tor the week 1t would be a 
nice etate .. nt . I Jult wanted to help thea out. 
8er1ouel:r, will :rou let .. haYe 1 t after lunoht 

2 

Belli Yea, eurel:r. Thote t1guree are about right though. 

H.M.Jr: Maot 

~oReynolde: I have nothing to eay. You are going to aee 
Mr. Marshall this morning. 

H.M. Jr: Oh, yes; at ten-titteen. 

lloReynolde: At ten-titteent 

H.M.Jr : Yes. Do you want to eee ae tor a couple ot 
Dlinutea before thatt 

~oReynolda: It :rou want me to. I have nothing special to 
report . 

H.~.Jr: Let hi= come in and tell hie etory. 

lloReynolde: Yes. 

H. L!. Jr: And you will be here. 

MoReynolda: All right. Shall I contact him? 

H.Y.Jr: Yes, you make the appointment . 

~oReynolde: I can get him here . I tried to get him on 
Saturday. 

Mrs. Xlotr.: You better d.eny it, ~a. 

H.loi.Jr: ·As I says to m:reelt 1 Did he want me to do it or 
dldn 1 t he?' 'Well, I don't think he dld, or ~~a:r'be 
he dld. I will ult hill llonda:r. • 

LloReynolde: I tried to get hie ottioe. 

H.M.Jr: Mao won. 

LloReynoldel I will 'be glad to have him come 1n at 10115, or 
fifteen minutea ahead. 

R.Y.Jr: I will tell you what we will do under thoee oir­
oumatancel -

lloRe:rnoldll I think I can get hia. 
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a . :t.Jr: l!ao haVing won, we will ulte 1t 12:11-5. 

lo!oReJDOldl l 121 ~. 

H. M.Jr: Wbat other arguaent do rou ba••' 
UcReynolda: I ha•e no more . 

H.Y.Jr: That ie marvel oua • . All right. 

UoReynolde: I won at golf yesterday. 

H.M.Jr: Did you? 

McReynol ds: Yes . 

H. ll.Jr: Swell. 

Bell : 

H. !A.Jr: 

Bell: 

H.U.Jr : 

Beil: 

H. 34.Jr: 

Bell: 

B. !.I.Jr: 

The CoJII1)troller '• office hal a hundred and f1 rtr 
million dollars to 1n•est in retirement funda. 
He does not want to go out 1n the market and buy 
Government bonds at the preo1um at the present 
time, end he is wondering if you would issue • 
two per cent obligations, the same as you did in 
some or the other oases. I told them we would like 
to confine that pretty well to --

Well, I do not like that . I don't know 

I do not l i ke it very well, either. 

No. 

He asked me to ask you. 

No. Let us take, ror example, •x• note or a •X" 
bond, just a refunding on thl 15th or June. I 
would Uke to do what we have never done before 
issue what ever is neoesaarr, fifty to a hundred 
million dollars extra for Government funds. The 
British Treasury always does that, and I would liks 
to know whether ~e can do it legally. That will 
take care or people like th1e. There ia no reaaon 
why we oan not do that. We have never done it 
before . 

We have already worked it out. 

Well, t here's your cnawer. 
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Bell: 

H.I!.Jr: 

Hanes: 

B.III.Jr : 

Hanes: 

H.M. Jr: 

Bell: 

H.l!. Jr: 

Bell: 

B. lo!. Jr: 

Bell: 

H.II.Jr: 

Bell: 

H. ll.Jr: 

Bell : 

H.II..Jr: 

Bell : 

H.Jt.Jr: 

Bell : 

- ~ -

I will taka 1t up w1 th the Oenaral Counlel 1a 
office. 

Do you get the i daat 

Yea . 

The agencies need fifty a1llion dollar• worth of 
aacuritiaa. Let ua laeue the• fifty alllion at 
par or whate•er it ia going to be. 

And the church, too. 

And the church, too. 

No. I obJect to that. Keep it in the family. 

4 

Oh, we could make one tor Hyde Park and one tor -­
what ia the town that t hat aan comes from in Texas? 
UYalde. 

Hyde Park - U•alde special; but seriously -­

Yea ; we are wor~ng on that. 

That would take care of this, you see. 

It all depende upon the coupons. 

1lb7 ahouldn 't they, anyway? I was thinking of the 
~IC. They ought to ha•e some notes. 

Yea; it would be bard for ua to get some· of those 
apeoial notee. 

Will any of you who are interested he thinking 
about that? Incidentally, on the Rome Ownera Loan, 
the price ie Just about where we priced it, and not 
a liated price or Federal Reserve prlce. Re ia 
a funny apecimen but I did not want to tallt that 
way about your friend. 

My frlend? -- Just a caaual acquaintance. 

What elae have you? 

I gueaa you have aeen that the orange and blue 
atampa are going Tery well. $35, 000 issued up 
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H. Jo:.Jrl 

Bell : 

H. !I!.Jr: 

Bell: 

H.I4.Jr: 

Bell: 

H. II. .Jr: 

Haas: 

H. li.Jr: 

Bell: 

Foley: 

Bell: 

H. loi.Jr: 

khl te: 

Bell: 

H.ll. Jr: 

Bel1: 

H.l&.Jr : 

5 
5 -

to the 19th - a hundHd and thirt7 clollare 71114. 
We get a report on that e•er7 4&7, it you are 
intereeted. 

Yea; I am intereeted. 

Here is the information you aeked tor on the expend­
itures ot the United 8tatee Housing Authority. 
In the first column are the obligations incurred. 
Those are contracte actually eigned -- not allocations. 

The money going out. 

But actual cash, only $37,000,000. 

That is blanket7 blanlt $37,000,000 gone out eince 
July 1, 193$ t o 4ate. 

What ie that figure -- two hundred and sooe ID1111on. 

Three hundred and f ifty one or contracts; and here 
he comes around; j ust rides the hell out ot me about 
getting out a national ieeue. • 

There are t he t i gures on employment proJects too . 

Well, i t can not be an awtul lot. They may be 
beautiful f i gures. I would like to eee i t about 
thirty-seven million dollar s. 

Three tive one i s the figure. 

Those constructi on oontracte, Dan? 

Yes. 

Yea; but they are drawn on the Treasury tor $37,000, 

When do they pay -- attar they are complete. 

No; during course ot construction. 

As the etutr goes out. 

You asked me to look into the history of the --· 
Ur. Matteson wants me on the phone. It ie r egard­
ing that twenty million dollars. 

' ell, t1n1eh your statement fir at. 
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Bell: 

R.K. Jrl 

Bell: 

R. l!.Jr: 

Bell: 

H. U.Jr: 

Bell: 

H.)I.Jr: 

Belli 

H.!l.Jr l 

Bell: 

H.!.I.Jr: 

Belli 

H.J.:.Jr: 

- 6-

Yee. You allted .. to look into the h1etOl'J of 
the authorhaUone g1 nn to the .Ueietant horetar)' 
of War. 

Oh, yea. 

Prior to the National Defenee Aot, there were three 
aeeiatant secretaries, low-ealaried, and prior to 
our entry into the war there wae no study of in­
dustrial mobilization. We were toally unprepared 
when we went into the war, from that etandpoint; 
eo when they paned the National Defense Aot there 
was a great deal of diaouaaion in the Congress on 
the unpreparedneee of the United Statee, from the 
industrial mobilization etandpoint. When they 
passed the National Defense Aot, they abolished 
two aesistant secretariee of war. 

11b.e.t year was that? 

6 

That was in 1920, and created an assistant secretary 
at $10,000 which was Just about double the ealarie~ 
that they were getting during the war, and lodged 
in him all the procurement authorities plus the 
industrial mobilization under the National Defense 
Aot. 

Will you get me the report on that? 

I will give you a memorandum. 

I want a copy of thr 1936 report, which was ~otten 
out b)' the aseietent eecretaries of War and Navy. 
The Assistant Secretary of the Navy must have had 
about the same power.f4K •~ 1 f"' "'\ 

~ <'·'" I 
Yea. I did not look that one up, but t he)' are 
t he same. 

Send me the 1936 report on that. The)' have a report 
which they made. 

The two of them. 

The two assistant secretaries signed it. 

All right. 

Hae the Pree1dent changed that under hle 
organ1u.tion7 Would that have to go to Con~t~relll! 
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llaJ 22, 19}9 
9: 4} •••• 

1 

BH.Jr: o. I. 

Operdorz Go ahead. 

HMJr: Hello . 
Fredric 
Delano: Hello. · 

HMJr: Hello. 

D: Good morning, Mr. Seoretar;r. 

HMJr: How are you? 

D: I'm well. 

HMJr: How• e thinge 1n the Hudeon Valle:rt 

D: 

m-lJr: 

D: 

HMJr: 

D: 

ID-!Jr: 

D: 

ID-!Jr: 

D: 

HMJr: 

D: 

No, I haven't been up there lately. 
week. 

Ub-hub. 

I hope to go next 

I -- I got a call trom :rour ottioe to oall you, but I 
had already d1otated a note vbioh would go normally to 
you and - - 1n a f ew minutes, asking -- aa:r1ng that our 
group would like to have a meeting With the --with :rou 
-- the J'111cal Advisory group, at your convenience. 
We've-- last week ••••.• 

Well, th~t 'e tine. I ' d be delighted. Somebod:r el se, 
Mr. Delano, auet heve called :you. I -- I didn't oall 
you. 

Well, then -- then I got -- I get the me~eage wrong. 

Oh 1 

I asked-- I asked Dr. White on -- on Saturda7 it he 
saw JOU to explain the matter to :rou. 

Yea. 

VE 1 ve been meeting with the •••••• 

Be did. 

••• ••• our Industrial Coaa1 Uee and ve wanted to ban a 
aeet1ng W1 tb :rou, it we could, tomorrow. 

• 
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Well, how•e -- how would ten thirty be' 

Fine. 

I'd be delighted. 

All right. 

8 

Now do rou want me to - - you ' 11 bring the peopJe, a a I 
take it? Who are oo11.1ng. 

Well, I -- yee. 

I don't invite anybody. 

Well, all right. I'll-- I ' ll do that. I ' ll arrange lt 
that way. 

You • • • .•. 

Tha t 18 

I see. 

All rlght. 

I eee . 

'!'bank you. 

Thank you. 

I'll only ba~e t o notify Smith and Eoolee. • 
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Bell: It ie a tunction det1111tel;r lod«ed in an indindual. 
I suppose be could transfer it. 

McReynolde: He could transfer it . 

H. M.Jr: Without having to go to Congress? 

MoReynolda : He would have to go to Congrees under tbe ·exeoutive 
order, in order to ohange it. 

Bell : The language 1s very broad. It aaye: • un.der the 
direction ot the Secretary ot War, Cbleta ot 
Branches ot the Army charged with the procurement 
ot supplies tor the Arri:Y shall report direc t to 
the Assistant Secretary or War regarding all 
matters ~t procurement. • 

H . ~.Jr: I know; it ia moat unuaual. 

oell: Now, you will recall t hat Senator Wagner wrote :rou 
a letter several days ago, asking you not to do 
anything on the Straus bill until be bad an oppor- • tunity to see you. I have here a report on that 
wh1oh bas gone through the obannele --

(Telephone conversation at 9:42 A. !.!. 
with Frederic Delano.) 
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Bell: Th1• bill had been 1n the ottice eo~e t1•e, but 
1t baa been r ather caretully coneidered by the 
Comptroller or the Currency. We are opposed to 
the last seotion, which permits the national banka 
to invest these bonds beyond the ten per cent 
l1m1 tation. 

H. M.Jr: Yes. 

Bell : It puts it in the same olase as Government secur1t1ee. 

H. W.Jr: Yes . 

Bell : Tbla ls an eleven page report. We are opposed to 
that pr ovision, and ask f or ita eliQination. 

Du!f1eld: And are also oppoeed to any right or the national 
banks to ---

Bell: Yes; that is right. Wagner asked you not to take 
any action until he saw you. I do not know bow 
else to wr1te that letter except to say : •I will 
give you a copy or the report which I contemplate 
sending to the Director or the Budget. If atter 
reading 1t, you want to see me, I will be glad 
to speak to you. • 

H.W.Jr : Do you want to go 1nto this? 

Hanes : It you want me to . 

H.I!.Jr : l!etore I sign this. 

Hanea: No. 

Bell : Do you think that is all r i ght. 

roley: Absolutely. 

Bell: To hol d this a day or two' 

roley: surely. 

!.!oReynolde : Wagner would have no kick comi ng if you gave him 
a copy before you signed 1t. 

H. W,Jr: I reel very strongly about th1e. Tbls 18 the 
second pressure put on ua now within a week or 
two to lower the standard• or the Comptroller or 
the Currency, and that 1a not the way to 
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That u all I b.a'fe. 

Do you want to talk to 1 Mattie1 no-' 

Yea. 

11 

L1eten, Ed. Tbe Attorney General baa again aeked 
me tor a copy of the memorandum. Be is going to 
Los Angeles on the so- oalled movie cases, and I 
thought I would send him over a memorandum today, 
saying that we are not ready. I asked him whether 
you had spoken to him, and be said you bad not. 

I spoke to Uiss Baumgartner, his secretary . I 
could not get hold of him. She said she would giTe 
him the m~seage. I told him the material would 
not be here from the Coast until this morning, and 
we Just would not be able to get up anything and 
get it to him before he lett. She said he was not 
leaving until noon time, and it there wae anything 
we could get up thie morning, would we send it 
over. I told her we would do the best we could, 
but I did not think we could get anything to him. 11 

Well , I have never done that before, until a case 
was finished and ready, and I do not like to send 
it over until it is. 

Foley: I think that is right. 

H. U.Jr: I just do . not like to do 1t. 

~cReynolds: You may find yourself embarr aesed by what be said 
about it. 

H . .J.Jr: 

Foley: 

!! . U Jr : 
0 

Foley: 

Naturally. If t here ie something that comes up 
through Hanes and it ie a finiehed case, all right, 
but if it is not finished I do not want to. 

I aeked Elmer Irey to give us a memorandum on it. 
He said that he did not reel justit1ed in sending 
it over until t hey thought they bad something tbat 
was worthwhile . 

It may not be 
it may not be 
a civil oase. 

Sit tight. 

even a case tor the Attorney General; 
a orim1nal case at all. It may be 

I think we will just sit tight. 
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Tbe State Departsent sent oYer the correspondence 
between t he President or Nicaragua and the President 
or t he Uni ted States. They did not ask for or re­
ceive your O.X. I do not know whe t her you want t o 
go over it or not, but 1t 18 here . 

Is there anything that I can do? 

No, 1t involves the expenditure or two and a half 
m1ll1on. 

It involves the promi se or the expenditure or two 
and a halt million dollars. It is very open 
though. I have not gone into the details . 

Well, look lt over, and let the General Counsel 
take a look at 1t. 

Yea . 

And ir there is anything you think we should do , 
then Hanes and I will look at it. You three have 
a look at 1 t and let us see i 1' the President ot 
the United States is going to be out on a 11mb. 

Yes . 

If he is, let us do something, even though we step 
on somebody else's toea. But you three look into 
it, llhlte and Lochhead and Foley. 

This will not come out tor several weeks.. (Handing 
a book to the Secretary . ) 

T"nankti. 

Some t i me today , 1r you haYe a chance, there are a 
couple o1' things which we can put together and get 
it orr our minds. 

You mean the Coast Guard? 

Yea . 

Chllds baa otfered to buy up to $20,000, 000 at 
point twenty-four thirty seconds . I am i nclined 
not to let more than half ot them go a t the present 
time, and keep some or them tor later on in the 
day. . 
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Ob, I 1ee - let a quarter ot th .. got 
. 

F1 •e 111111on. 

nn 111111on. 

And feel h1m out that wa:r during the da;r. 

I would not let an:r one bond house -- 1! Chlldl 
get t1ve m1111on, that 11 all, let someone else 
have some . 

I think we should have actual bids 1n. The:r are 
talking about pr1c1ng 1t to a matur1t;r. 

Tell that to Bell. Ser1ousl;r, tell that to Bell 
that we would like to have a b1d trom someone ella. 
Is there anything else, Harr:r? 

No. 

George, the Engliah Consul figures; I would 11ke 
take another look at theta . 

I have a daily ohart. That would be sufficient. 

Yes, once a week. 

There are ver:r favorable developments . These oome 
1n; it is a weekl;r figure. There are some deYelop­
ments in the business situation that are ta.arable, 
and I am writing it up. 

I would like to have it. Is there an;rthing elsa; 
George? 

That is all. 

The department store figures in the Hew York T1•e• 
ot oYer a year ago are aimpl;r ama&ing. 

Yea; there 11 a little difference there. The 
improYement is Yer:r good, but ;rou have to take 1nto 
consideration that Mother's Da:r 1n that one :rear was 
1n a different week. That accounts tor some of 1t. 

Aroh1e? 

The tore1gn market 1e quiet, and ahOn 110re on the 
ott a1de, on account ot the - -
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Here are a couple of letters, one to the Secretary 
of State, and one to the --

Now, Ure . ~lotz watch him try to grab this. 

There is another one there. 

Send Hull a copy of the ~tencgraphic minutes of 
what took place between Cairns, Johnson and the 
Secretary of the German Embaeey. 

Yes. Joe O'Connell is going to stop ott on the way 
back from the ~eeting thi e morning to see Kelly 
about that matter that the Secretary talked to you 
about. 

All right. 

He is also going to talk to Judge Davis, who is 
t he Federal Trade representative on t he committee. 

Do you want to talk about the Pennsylvania Turnpike 
matte r , this morning sometimet 

Let us do it right here. Who is interested in that? • 

I know about that . 

I think, perhaps, we had better get somebody in 
that knows about this . 

I can tell you about 1t 1t you want me to. 

!lo; I want to decide lt. 

Well, there i s a memorandum from the Co•ytroller 
the President. 

Yea, that is ri ght . 

So it is not anythi ng for you to sign. 

No, but the Comptroller has put it up to me. 

Oh yes; I thought you said to sign it. 

to 

No; put i t Up to me. (At thia point the Secretary 
telephoned tor Ur. Delano and Ur . Upham. ) 

Mlom do we n.nt -- Genet 
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Gene and Ed. 

(At thla point Wr. Delano and Mr. Upba11 cue into 
the 11eeting.) 

We will eave a l i ttle tiae, it you care to - ­

Yea. 

'l'o r ead thla 11e110randua Phloh hu been iaaued by 
the Co11ptroller ot the CUrrency. You i ni tialed 
that, didn ' t you Edt Is that your initial! 

Yes. 

(Reading) 

1 Th1a memorandum is in response to your request tor 
a statement or the position or the Comptroller or 
the Currency as to the eligibility, tor inclusion 
in the investment portfolios or na tional banks, or 
Pennsylvnnia Turnpike Revenue 3 3/~ bonds. • 

•Ae you know, under the National Bank Act and the 
regulations issued under it, inveataenta to be 
eligible tor purchase by national banks auat be 
marketable and must not be predominantly speculative. 

•It is estimated that the total construction cost or the 
Pennsylvania Turnpike will be approxl~tely 
$58, JOO,OOO. Ot this amount the Reconstruction Finance 
Corporation is committed to purchase approxi mately 
$J5, 000, 000 ot the bonds at a price to return to 
the Turnpike Authority approximately $32, 000,000. 
Publi c Works Administration is comaitted to make a 
grant of not to exceed $26,000,000. Approximately 
$10, 000, 000 ot the bonds or the $35, 000,000 coam1t­
ment bave been purobased and resold by the Recon­
struction Finance Corporation to an underwriting 
group. The balance or the issue haa not yet been 
taken up by the Reconstruction Finance Corporation. 
Public 'llorks Admln1Strat1on baa paid none or the 
grant. The sole aecurlty behlnd the bonds is the 
tolls to be paid by the uaera or the road. There 
ia no recourse to taxing po~er or to other sources 
ot r evenue tor the retirement or the bonds . Although 
title to the property ia in the Commonwealth or 
Pennsylvania, the obli gations in no way are guaranteed 
by the Co~onwealth. 
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"Oontracte tor the oonetruction ot only a portion ot 
the Turnpi ke have been let and the project has 
juet reached the conetruotion etage. There is no 
aaeurance at th1e time that t he road will be co.­
plated or, it it i a, that t he tolle will be adequate 
to retire the 1ndebtedneae . Under these oircum­
etances it see•• clear that revenue bonde tor an 
authorized but uncompleted eelt-li~uidating project 
are speculative in character, and so do not meet 
the teste of the National Bank Act and the 
Comptroller's Investment Regulation. Thls i s the 
opinion generally shared in responsible financial 
quart ers . 

•so much or the Pennsylvania Turnpike Revenue 
3 3/~ bonds as have been eold have bad no euch 
public distribution ae would bring them w1th1n the 
test of marketability. TherP is no active market 
in the bonds and quotation• are some~t nominal 
in character. Insurance companies and other 
institutional inveetore are not purchasing t hem. 
Competent financial authorities, including officials 
of the Federal Reserve Bank of New York, do not • 
regard t hem as having marketability. They are not 
seasoned securities such as banks should invest 
•other people 's money• in. They belong in the 
r1Sk category. 

•section 5136 of the Revised Statutes provides that 
tor seouri ties to be eligible tor purchase by 
national banks they mus t be: 

(l) 

(2) 

Ol 

marketable; 

bon.ds, notes and/or debentures coJD:i!Only known 
as investment securities; 

within the regulations prescribed by the 
Comptroller of the Currency. Under this pro-
vision of the law the regulations of tb1e 
office prescribe that t he securities which are 
¥redom1nantly speculative are not eligible 
or purchase by national banks . 

"Becauee these bonds fail to meet the legal re­
quirement as to adequate marketability, and because 
they are speculative in character, it i s the oon­
clualon of the Comptroller ot the Currency that 
they should not be eligible tor investment purohall 
by national banks.• 
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Let me eee that. 

And here ia a record or the White race UOunta1n, 
if you want t hat. 

These are not as good as the White Faoe Mountain 
bonds, Mr. Seoretsry. 

No ; I just brought up the White Face ~untsin, 
because I happened to go through that, and nobo~ 
else would buy them. As I remember it, the Govern­
ment or t he Treasury ---

This is the public authority tha t has been sent 
he~e , just like the Tri-Sorough Bridge Authority 
in New York. The obligations are psyable only out 
of the tolle that the highway will provide when it 
is completed. They have no way to pay the interest 
on those obligati ons out or the proceeds or sale 
until the road is finished, and it will be two or 
three years befor e this road 1s finished. Every 
time Jesse has taken a big comoi toent, he has held 
t he bonds until the project was finished and they • 
have a record or earnings, and then he or~ers them 
to the public and he makes hls profit. That is 
what he should do here; but either because he is 
afraid ot the security or because he has been high 
pressured by some syndloate into making an otter 
tor ten million dollar• or these bonds, he now 
wants the Comptroller to withdraw and issue in­
struction• that t hese obligations are not proper 
obligations tor investment on the part or national 
banks , and the Comptroller i s absolutely right. 

Here is the thing to do, after all, to get the 
President orr the spot; the thing I suggest doing 
is this: That Ur. Delano write thie, and then I 
forward this w1 th a meoorand\1!11 to the ?resident, 
something along this line, that 8 Ar. Delano haa 
shown to me his memorandum, the enclosed memorandum 
to you, which meets with my entlrs approval. I 
woul d like to draw your attention to t he procedure 
~oh has been followed by the RFO in former eases, 
and it seems to me that that is the procedure which 
should be followed now, and not try to put preseure 
on the Comptroller to do something that he should 
not do, just because the RFC does not want to do 
it . • 
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That ia rig:t. 

I mean something along those linea, 1 And therefore 
I suggest, nr. President, that the RFC backtrack 
and either•-- • Well, I don't know Just whether 
they can buy back these bonds at coat, or something 
like that, and hold them. In other words, make a 
constructive suggesti on to the President aa to how 
they should be done, that would relieve the pressure. 
That is all he wants. 

That 1B right. 

Doesn't that sound like sense? 

That 1B right. 

Except the part about taking them back. I do not 
think could be done. 

He will probably take them back anyway, Johnny. 

All I am suggesting ia that. we give t he President 
an out, and the out 1e that th1a 1& a Job that • 
should be done by t he RFO, not by the Oo~ptroller; 
so tha t ~ can say t o the President, in so much as 
it has come to the Treasury-- draw his attention 
t o it, and euggest what you said, and say, "This 
is a Job which sbould be done by the RFC, not by 
the Comptroller's ottioe.• It you will fix me up 
something that is agreeable to you gentlemen here, 
I will sign it and send it over. That takes you 
ott the spot, and my memorandum will accompany 
this. 

Do you want me to write the letter? 

Yea. 

I will. You 81mply want me to sign it and give 
it to you. 

Sign it and give it to Hanes. Show it to Ranee 
and Delano, and it it looks all right , I will 
sign it and send it over to t he White House. 

Be waited until the Tri- Borough bridge was tinlshed 
and the refunding bed taken place . 

Well, the Southern Water District in California - -
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Tbat is another one, and S.n Francisco 
Oakland Bay bridge • . He hal aesumed the riek. 

Well, let us giYe him three or tour reaeone. 

Surely. 

It seeme to me Hanes is right. I would not say 
what technleal procedure they should tollow, but 
simply say, 0 Th1s is a Job which the RFO hae 
always done, and it seeme to me that the RFO 
should again tind a way 'to do thie.• It is juet 
a nice little buck passing. 

I think it would etultity our ott1ce to do that. 

19 

We can not do it, Delano. I will send a memorandum 
and a copy ot the memorandum to Wagner, which is 
going to the Director ot the Budget on these 
United States houeing proJects, where Wagner wante 
the banks to underwrite and be permitted to take 
more than ten per oent, and we say no. 

The same thing 

We will try to protect your virtue, if you will 
let us. While you are here, Hanee has prepared 
tor me -- I have not had a chance to look at it 
aa yet -- the recent hietory on the Sank ot 
America. Tbat is what 11 before me, and I would 
like to have you tell me. After all, the President 
ot the United States asked that we make a euggestion 
ae to a letter to the President or t he ~nk ot 
America. And now, this ie the President or the 
United States, and he must not be o•erlooksd, but 
nothing has happened. 

Well, you will remember that I told hlm that 
orally. 

And he aeked you to put it in writing. 

Which we said we would do. 

Yea. 

But we have had that lapse. In the meantime, we 
are examining the banlte , and it will be out by the 
alddle or June, anyway. 
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Well, I would Uke a euspeUoa t1'otl you, 'beoa'IIH 
I eald I would ld the th1q 4J'AS two or three 
welte, and 1t 11 nearer flve or lilt 'ftlkl aow. 

I do not ll:now bow loas aso 1t wa•. It wa• the daJ 
that Je11e •• over here for lunoh. It auet han 
been three or four week a. 

Yee; about three weeke. 

About three weeke. 

At least, the time baa paeaed, a.nd I ahould hate 
like hell to give an:r auggeat1on to the President 
that nothing baa happened. Will ;rou think about 
1t, and then eome time in the next da1 or two, 
will ;rou oome back' 

Yes. 

A.nd tell me what ;rou think should be done. 

I will talk it over with Mr. Hanes. 

Well, talk it over, but let ua keep 1t 1n the 
Treaaur;r for the time being. 

Yea. 

Let us keep it in the Treaaur;r. I mean it il 
Just one of theae thing• that are in the air; 
I don't know what the anawera are, but I would 
like to hear from ;rou on it, as two or three 
weeks have paeeed now. 

Yes, the;r have. We will be prepared. 

If you could, aa:y, within a da;r or two. 

Yea. 

Rave you anything elsa this morning' 

There ia something I would like to aa:r in reterenoa 
to this Turnpike project. I would not like to have 
the President get the impreaaion t~ we here in 
the 'l'reuur:r or the Comptroller •s offioe are being 
undul;r restricted on ored1 t. I think that u;rbe 
G-.lffe;r 1111ght tr:y to tell him that. 
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No; I think it Foley writee a good letter, that 
will take care ot it, and there will be a letter 
from me to accompany it. 

Very definitely. 

That the avenue always has been the RFC. 

But I would like to clear that question, that it 
18 not a question ot the restriction of credit. 
It is a question ot a completely speculative risk. 

Well, let Ed do t he drafting, and send it down 
tor your suggestions. 

All right. I "lrant to guard our relationship with 
the President on that. 

Yea, you are right . It you tello~s can tix it up 
this afternoon, I will eign it and send it out. 
I think 1t would be l i ke asking tor stabilization 
tunde to buy bonds . 

Certainly. 

It i s the same idea. 

That is right . 

O. K., then, I will hear trom you within a day or 
two . 

Yes. 

(~eeting was concluded a t 10:10 A. ~.) 
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to 

DEPARTMENT OIF STATE 
WASHINGTON 

llay 22. 1939 

The Seoretary of State preaenta hie oaapltaente 

to the Honorable the Seoretary of the 'freawry 1md 

eno,loaea tor bia ~ol'll&tion oopiea of two m_,rau4a 

-

ot lla7 10, 1959, in regard to oalla -de on oertain 

ottioers ot the Department of State b7 xr. T. Bisi:JS~~&, 

Japanese Finanoial Commiaaioner to the United States. 

:!llolollllrea: 
Kemorandum ot oonTersation 

ot KaT 10, 1959, between 
xr. Bailton Ul4 xr. T. 
Niei:JSII&; 

Ke.orandum of oonYersation 
of MaT 10, 1939 , between 
l!r. Horubeok 1md Mr. T. 
lllai)'UI&. 
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BubJeot: 

TREASURY DEPARTMENT 

INTER OIFI'ICII: COMMUNICATION 

Mar 22, 1939. 

Bee~N&%'7 entbau 

llr. 

lheat et intomat1on reported b)' Federal 
Burplu• Oo-d1u .. Corporation. 

UaJ 15: Export eal .. : 
AUitral1a to UIUted UJICdOII 
AU•tral1a to Bhenlb"' 

Praot1oallJ no dell&lld for llorth Aaerioan wbeat. 
UDfaYorabl.e orop new• froa 8outhweet oont1nue•· 

llaJ 16: Reported that ae -oh ae 1,50(),000 buehell 
Canadian wbeat and 1,250,000 buehal1 Arcenti.De 
wtwat eo1d t o Ul\1ted fina«o•· 

8howere foNoaet oYer a larp part of winter and 
•pr1ng wheat terri tory. 

; UaJ 17: 0ll:xport Mle• toda:r HN .. tiaatttd at 200,000 
buehele. Kille in tbe UIUte4 nqdoll weN re­
ported to ban bo•t 500,000 bullbele of 
AUetralian Wbeat . • 

5ol'thw .. tel"D Killer e1t1Aat .. order• booked bf 
mUle 1n epl'ing wheat belt tbe paet weelt at olllr 
38 per oent of oapao1tr Yer•u• &8 per oent a nell: 
&10· 

UaJ 18: Jlo export Mlu data. 

•n &PJ)e&l'l tbat tbe Iuaaa orop baa baan hit 
pNttf bard, end •o• proainot and .. ll po1tad 
pain people 110w e 1t1Aata lUau ae low a• 
80,000,000 'lllleball. !'h11 110uld be J u•t a)lout 
halt ae -.h ae bai'Yeate4 lut rear. • 
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TREASURY DEPARTMENT 

WA»>INQ'TON 

lllrl3, 1 .. 

!0 m D?"MT1 

~ ..-1 ~'AC 1a 1a\c' .. \ •• Ule 
ret'111141ac of U.. ._ C>.Mro' Lou OorporaUoa 
obUpUou " of lllir 1ll 1a Ule _, of 
8ppf'OZt.&\olT .-.ooo.ooo, _._ -. .,ros­
tu\olT .:11,000,000, .... Ule ..-1 ~ oa 
Ule ro1'a4111c of Ulo $1011,000,000 ._ Onoro' 
toea Corpora \loa boab -oot \o4q, .. _lac 
\bat all of \be hol.dllre •s=hnp for \he ... 
oooarut .. , '11'111 _, \o llppi'G0<18a\olT 
$11,000,000, or a \o\al ..-1 oartac of ..­
proziaa\olT $14,000,000. 

~ e&tl.atotraun ozpoaooo of Ule ._. 
O...ro' Lou CorporaUoa for tll.o f1ooal .,_ 
11138 _,14 to $211,1507,000. ~ ~' nu­
aa\1 for 1939 1o $26,DOO,OOO u4 for lHO 1o 
$24, DOC, ooo. · 

It to oato for J'O'Il \o 111/f \!Ia\ U.. oanaco 
offoo\14 1A tll.o rotlm41ac of Ule \wo to-• of 
U.. ._ Onoro' Loa Corpo .. uoa will_, \o 
..... \ll.oa ball of Ule1r ... 1'1l1o\ra\1<ro ozpoaooo 
for U>J,o 7oar. 
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lla,y 22, 19:59 

(Dictated lla,y 23 , 1939) 

llr. Naeh, Klnister of f'inanoe of llew Zealand, 
was in here yesterday at four o' olook and I arranged 
for him t o eee George Harrison today. 

I told bia that Harrieon i nforaed 111e that the 
ohanoee of h1e getting a loan in New York were not 
too good, but not in.urmountable. I could not t ell 
b1m all the t hings that Harrieon bad told me about 
Morgan-Stanley knowing about the loan and that ni­
dently word had oome troa England to kill their 
ohanoee of getting it here . 

I did tell him, though, that I would be undip­
lomatic and adY1ae him that the financial people in 
England had been tallting New Zealand down and that 
George Harrison was a good friend of Montague Norman. 
He said, ' I understand perfectly.' He said, ' I will 
be undiplomatic and say that I was adYiead to oo- to 
London first before I sounded the United Statee out, 
but I did not take their advice and what you tell me 
does not surprise ae.• 

'1'b1s is a good example of the way things used 
to work before 1 3:5, where London more or leaa dicta­
ted to New York through George Harrison. 

When Nash was here Saturday, be ulted me could 
he get a Government-to-Government loan and I told him 
I would be glad to sound out Congress for hUI if be 

wished me to. 

There are several reaaone why England moat 
likely won't want to make New Zealand a loan: 

(1) 'l'hey spend moet of their money that they 
borrow in England in the United States. 

(2) Naturally England does not want to lend 
them Sterling and then have it oome to America; in 
that way weaken their r ate. 

( 3) 'l'he Preeent Gpnrruunt 1n New Zealand 1a 
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almost, it not in taot, 8ooialistio. 

The reaaon that they need their moner ia 
because tber are doing eo many Publio Worke. 
Whether they can attord 1t, I don' t know. ror 
example , they buy all the butter f or exPort and 
give the farmers a fixed price and he admitted 
that in their campaign the opponent • to the pres ­
ent party ottered 6 cents a pound aore. Ther 
ottered ~. but that they won on that baeia and I gueaa, 
as a reeult, laat year they loet 16 ,000,000 on their 
butter deal. And they Just borPowed their money 
from their Federal Reserve. This i s somewhat along 
the linea that ther do in Mexico , where ther have an 
Agricultural Bank set up under their Federal Resarve 
and this Agricultural Bank loans large auma of money 
on crops, particularly cotton, and they are stuck. 
The Agricultural Bank gets ita money trom the Federal 
Reserve. 

These various kinde ot deals are all right aa 
long as they follow sound fiscal policy, the way we 
have in this country, but Just as soon aa they go 
too faet the countries like l.lexico and !lew Zealand 
go bust. 

• 
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(1) Var1oue elpa are bectaasac to eppear 11hioh auaeat 
tbat a renewed uptu:rD 1ll buelneea aot1rtt}' 1a not l1ltel7 to 
be long del&¥•4: 

(a) J. baa"7 .olWie ot n.w ateel o~ra baa been 
plaoed b7 tba euto.oblla ooapan1ea 1ll the paat weelt. 

(b) J.uto1110b1le produot1on baa 1lloreaaed ooatra­
aeaaonall7 tor two auooeaa1Ye weelta , aoooapaa.led b7 a 
reported aalea laproYeMnt. 

(o) 'fhe aatthMnt ot the ooal atr11te Will reault 
1n inoreaaed ooal pro4u.ot1on an4 lapronMnt in Yar1oua 
related linea. 

(d) lUaU&g oo880CUt7 and aeour1t7 prioea in th1a 
oountJ'f and abroa4 are enoourac!ag bue!De .. oont1danoe. 

(2 l Probabl7 110at iaponant ot the weelt 'a bue1ne .. 
danlopunta baa been tba tMPOr&J'f brealt 1n ateel pr1oea, 
wh1oh bae broqht t:be auta.oblle ooiiJ)&Dlea 1llto the -.rUt 
t or a bea"7 .ol- ot eteel o~ra , 1&14 to e:ueed tblt ot 
laat Ootober. !hle M7 abonl7 be tollow4 ~ a aubetant1al 
rile 1n eteel aot1Y1t7. 

(3) With our new o~r• 1ndex oloaa to tba hlp ot the 
7ear, aooord1ac to 4ata reported up h laat ... It, aD7 MJ!'Ited 
upturn 1ll et"l order• wo\114 ra1aa tba eoapoelte index to tba 
h11beet lnel e1noe the pea1t reaohed lad tall. !hie wo\114 
eupport a datiA1tel7 h1pr lenl ot iDduatrlal pro4uot1on. 

• 
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!be our~nt a1tuat1og 

The un~rl71ng bueinau t~n4 1e 1mpronac, an4 barr1ac 
&n1 new abook to bua1naaa oont1danoa, a rial 1n induatrial 
production ebould not be long ~lqad. The J'R8 index tor 

38 

lla1, bo .. .,.r, will be atteohd b7 the ooal atr1ke during the 
tiret part ot the 110nth; lllld an unuauall)' aar11 introduction 
ot new autoaob1le 110~11 Wi~l in...oln an earlier than uwal 
curtailment ot auto!Dobila producti on during tt. eu..r. Prea­
ent indioationa point to a general impro~e•nt in bua1naae 
troa current le~ela, prcbabl7 beooaing aore pronounoad during 
the tall aonthe. 

The recant break in ateel pr1o .. (oont1nad a1110at 
ent1ra11 to tlat rolled product• aucb a• are Ulld in auto110b1 l a 
production ), baa had tt. anticipated ettact ot brillging a ~luae 
ot ateel ordara troa the .utomobile ccmpaniea. Opinion in the 
trade d1ttara aa to whether the aggregate eteel aalaa at re­
duoad pricee were a• large aa laat October, but in the Chicago 
41etr1ot (which includea Detroit) it ia atated b7 the Iron Age 
t hat boollnge were larger than laat Ootober, and that the auto­
IIObUe oo111pan1ea ha~e oo~ered their ~quireaenta tor eoae t1ae 
ahead, oerta1nl1 through the third quarter and poaaibl7 be70nd 
that. 

Since the ateal oo~an1ee are attempting to toroe earl1 
delinrr on the "bargain or4ara, the rea1lt ahould be an eu'l7 
upturn in a teal aoti n t7, perhapa aiailar to that 1n the la1t 
quarter of 19311. June 30 1e reported aa tt. 110at co...an dead­
line heard in th1 Chicago 41atr1ot tor lh1J)Mnt of the low­
priced tonnage, but other report a aantion later date a. 

The temporarr prioe oonoeaaiona were auttio1entl7 wide aa 
to reduol the Iron Age ooarpoai te prioe tor all typu of tiniabld 
eteel to about 2. 1911 oente a pound, wh1ob comparee with laat 
October• e low of 2 . 211 oenta. Priola ha~• been quiokl7 re­
atored to an anrage len l of 2.236 oente, 01111 eli.ghtl7 below 
their former le~el. 

Daoline in etael aoti'rttY le~elling out 

Tha reoent downward trend in ateel produot1on, which 
oarried the rata ot ateel operation• laat week to 45.4 per 
oant ot oapa.oit)' , ~ereua 'H.O the prertoua week, haa been 
•eating 1noreaaed reeiatance, 110et of thl ourta1111111t 111 the 
put two weaka hartng been due to a mortage ot ooal rather 
than a shortage ot or4ere. 

.. 
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Aaido fro• tho hea'l)" YOlUM of bu7illl lut woolr. fro• 
the auto•obilo OOIIJ)aniO • • a bettor dollallcl for ateel hu lately 
b .. n reported f~ faN 11a0h1nery and road •oh1nory bu.ildera, 
While atruotural atool or41re oon~1nua eat1afaotory. !he ... ,_ 
.. llt of ahol out of nrahouaaa th1a lllollth 1a roponoct u 
oquall1111 or axooo41DC ~bat of .April 1n .. at 41atr1ote. !he 
.. ttloaant of the atr11r.a will Nault ill the reopoll1JII of eo• 
railroad ahopa, 111 ~h largor ordera of ateel plat .. upeoted 
for ropa1r worlr.. !heao will help to euppla .. nt the ordara 
fro• tho autoiiObilo 1n.duatrr in turll1J14r a teal aot1 n ~7 upward. 

Tho 1noroaao in ataol ordara baa not rot boon rofleotad 
in ordore reported to ua oontidontiolly by the u. B. Steal 
Corporation, whoae figuru for the weelr. ended liar 11 mow a 
decline in new ordore to about 41 par oont of capacity, wh1oh 
oo•paroe with 49 por out i n the prnioua waolr. . Tho gro111DC 
unoorta1ntr onr at"l prioea at the tiM to Wh1oh theoo 
ordara apply probably contributed to a b.aaitation 1ft atoal 
bu,y1JII. 

Rooent alaolr.elling obienr in durable fiOodl 

Tho deol1ne in 1nduatrial :prothlotion .tnca the end of 
lut )'ear, (u ohoWil in Ohan 1) bee b .. n moot pronounced in 
oteel and auto111ob1leo , !~bile the produotioll of loa41ng non­
durable goods baa held relatiYel y otead7. A• a oonoequellce, 
the J'RB adJuoted index of durable goode production (ao ahoWD 
in tb.a uppor ooction of the oban) hao declined 11! pointe f~ 
ito late-19311 pealr. , While the non-durable goode index bao 
declined 6 po11lh. 

The ratio between the two 11ldexeo bat thuo been plaoe4 
1n a poeitioD tra41tionallr aoro faYOrablo for a buoin••• 
upturn. The proapaot f or an upturn in ateal aotirtt)' hu 
alraad7 b"n d1acuued. The pooi tion of tho ctoaoblle indlll­
try lilr.owioo •••• to be •o•owhat better than it appeared a 
few weelr.o ago. Rota11 automobile •al•• 1n the firot 10 dar• 
of liar, aooor41ng to tho Wall Stroot Journal, are in41oated by 
prelilllill&J7 data at about 6 per oont abon the .April rata. 
11b.1lo our confidential reporh on General llotora' ealoa for 
tho t1rat 10-da7 period of liar allow tho ouo total aa dur1Dg 
the oorroepond1.JIC AprU period, 1t ia r.porhd that J'ord aalu 
1n tho firet 10 da7• of liar woro ttla luaut for u:r ooaparobla 
por1od aince 8eph111ber 1937. 

• .. 

• 
Regraded Unclassified



8ecretar7 Korgenthau - ~ 

Coafi.raation of an ~ron.JIC wei tread 1e eea in 
contra-eea1onal upturn• in auto~bile production during the 
pa1t two weeke, 1inoe production at thi1 tiiBI 11 doubtllu 
being cloell:r geared to ibl tread of retail wee. (See 
Chart 2.) The lhup 1t1p-up to 80 ,1~ Wlite lut nek froa 
the prertout 72,375 wae uan:pected in the trade, and ra11u 
the Mew York Tim•• a4Ju1ted index of autoaobile production 
to 78. 6, YIZIUI 6S.J thl prertOUI WIU and 65.0 the week 
bef ore. Eeti~t•• of auto~bile production for June are 
coneequentl:r being rerteed upward. 

J'oreign lituation enocuryi!!A[ 

W1 th ooatidenoe abroad apparentl:r recoftring etroncJ.:r 
froa the war scare of two month• ago, end Britieh rearaaaat 

activit:r taxing capacity in eome induatrial linae, thl 
foreign e1 tuation 11 a11W11ng greater iliiPOrtance aa a eupport 
to Aaerican bueineee. 

Emplorment in Great Britain, according to the Financial 
Tiaee of London, hal alreadJ' reached a level within oloee 
l1a1te of practical full amplo;raent . According to April 
une11J1l07Jient returne, the percentage of uaeiiPl07118nt hae been 
reduced to about lJ per cent, which comparee with 10 to 12 
per cent which the Tiael eatia&tee a• a noraal aargin for 
labor turnover and technological uneaployment. 

Thl Eooaoa11t index of Britilh bu1in111 actirtt:r for 
April etood at 105. 5, thl highut liaoe Jfaroh l9JS. !he 
weekly a4J ueted index of the J'inaaoial Ti••• (See Ohart J) 

ehowe a renewed upturn racentl;r, followin& a previoue level­
ling o1S. Th11 ha1 been ·aoooapanied b;r a riling tread of 
etoolt priou and b;r other ertdenou of i11proving bue1Du1 

confidence. In both England and l'ranoe la1t nek, etock 
pricu continued their upward ~v•ent. Ooa.od1t:r pricu 1D 
thl United Statu and EncJ.and held eteadJ' during the week, 

Sol!le fUrther heav;r ealee of calh wheat to thl UD1 ted 
Xiagdoa have been reported in the laet few da:r•• following a 
ehort period when few or no we 1 were aa4e. Of a recent 
eteel ecrap order eet1aated u hip a1 400,000 tone, placed 
in thia oountrr b;r the International Sorap Convention of 
Europe, about 40 per cent ie reported for Great Britain. 
Current daii&Dd for veuell for traneportiag eteel •crap, 
grain, and petroleum hal etreagthlned thl ocean freipt 
aarltet. So .. add1 t1onal reduction have been aade 1D war 
riek ineuraaoe ratee. 
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seoretarr Morsenthau - 5 

QumDt l!u lilltU Mft 

OUr weekly index ot new or4trt, not yet retleotina 
laet • .,It' 1 wl-• ot lnq1JlC ot auto110bl.1t thel, hat 
reoently held olott to tha hlP ltTtl ot tbe year. (8., 
Chart 11-.) l>ul'1na tha 1101t Notnt • .,It a r111 1D hxiUe 
order• ottlet a dowatura 1D thtl or4ere, wb111 tM total 
tor otMr oo~nent1 reaa1De4 praotiotlly unohaJlCt4. AnT 
eubttanUal r111 in thtl or4tre 110uld ra1tt tbe • .,kly 
index to tbe b1~1t lnel .tao• the pealt :r.aohed l aet tall, 

The New Yorlt Ti•t• butinete index tor the weelt ended 
Jla7 13 dropped 1.0 point to 85.3, a new low tor the year, 
with all ooaponente except autoaobUe pro4uotion aodtrately 
lower. Por the t olloW1Dg weelt, tentatiYe tisaree t ho• a 
abarp rite in the index ot auto•obilt pro4uotion and a 
moderate deolint in the et.,l index. 

Dtpart•ent etore etltl tor the weelt ended KaT 13 
reoorded a gain or 22 per oent oYer ooaparable figure• tor 
l att ;rear, in oontratt to a loet ot 3 per oent during tM 
prn1ou1 w .. lt . The iapron•ent 11 partl;r or l argel;r aooouat ed 
tor, howtYtr, b;r a lbltt ot one weelt in the date tor Mothar ' • 
Da;r tb1e ;rear, and b;r tM taot that l&ltt were 4eol1D1ng 
ellarpl;r during KaT latt ;rear. 
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Bello. 

Sproul. Oo ahead. 

Hello. 

Good morning. 

Row are rout 

All right. 

Bow do thing& look toda;rt 

Jla;r 22. 1939 
9108 •••• 

Well, the aarltet fallows e~reeaad a little d1ea~point­
aent that the offering wasn't rioher but generall:r the;r 
figure the aarket will take 1t in it • • stride. So• of 
thea Will IIOTe out of the hand& of ind1 rtduala and other 
holding& into the had of bank& for Whl.oh the matur1t:r , 
i& made to order. 

'l'he prioe -- the opening ia around one hundred and one 
tvelTe to fifteen . 

Yeah. Well, that 1 a about what we prioed it at. 

Yea, it ia. 

Yeah. 

8o I think that ao far 1t1 1 been taken all right. 

Piaer pr1oed it at a hundred and two. 

Well, I thought that waa po11ible but quite opt1a1at1o. 

Yeah. Well, where are all theae fellow• that figured 1t 
to 11a tur1 t;rt. 

Well, tbe:r still ••:r that the;r'll figure it to matur1t;r; 
that it'• right up againat the fort;r-foura and that at 
theM ~ l' 1·o• 1 t figure a about one tbirt;r-fi n ehort of 
uturit;r, but the;r don't han an:r oonoern thi• aorn1ng 
about 1t1 going all ri&bt. 

Do ;rou thlnlt three da:ra ia enoupt 

\, 
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Well, I ehould thi nk wi t h the nuaber of pieoee out and the 
nwaber of nall hol der e that i f you could give them four 
daye, say, i t would probably be better. 

Well , supposing we v&1t until this aft ernoon, huh? 

I think it would be a good idea to see how she t akee and 
how i t seems t o be goi ng. 

But t hat ' s plenty of premium. 

I think eo. 

Yeah. 

I t ' ll knock ott the rigbte, which were a hundred and one 
twenty- two and twenty-three 8aturda.y, but you can' t price 
it on what the market'e pr1oi ng r i ghts on. 

No. No. Well, as eoon aa we get t his out o r the way, 
we ' ve got to do our own on the fifth of June , don't we~ 

Yeah. 

What? 

Yeah. 
So we'll have t o talk about t hat next week, won' t we' 

Yeah, t hat' s r ight. 

Well, we oan do t hea one, two, three; get them out of t he 
way and th en reet tor three 1110ntbs. 

Yeah, iti ll feel good to take a lit tle rest. 

Are you f eeling all right as&ln' 

Yea, I u . 

Good. 

Bow are you' 

I '• muoh bet ter . 

Good. 

Regraded Unclassified



• 

48 
- 3 -

HMJr: Avtul bot heN ,..tei"C1a7. 

s: It wut It wu pl'ett7 llloe heN. 

HMJr: Yeah. Ve11, tbaDJt J011• 

s: Al1 right. 

ID·!Jr: Good b7e. 
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.. ,. 22, 19}9 
9:la. a ••• 

HMJr: Bello. 

Operator: Kr. Parker. 

l!MJr: Rallo. 
P, Y, 
Parker: Hello, -- bello. 

HMJr: Mr. Parker ••••• 

P: Good 1110rn1ng, Xr. Secretary. 

RMJr: Kow are :rou' 

P: 

JD.!Jr: 

P: 

l!MJr: 

P: 

HMJr: 

P: 

l!MJr: 

P: 

I:IMJr: 

P: 

l!MJr: 

Pine, air. Row are :rout 

F1na. Mr. Parker, in oontidence, I want to tell :rou 
Vhat I 1 a tr;ring to do for the Chinese OoTernaent. 

Yeah. 

Tbe:r want the Ter:r beet motor truok transportation 
engineers that we can eend. -- Hello' 

Yee, e1r. 

I nnt to the J.ray and I 1 .,.. been tuning around with them 
for a aonth .•.••• 

Yea • 

•• .... to see if I oouldn1 t get ioae retired officer and 
now General Craig vr1t81 ae there 11n't anybody that 
wante to go. !low aoaeplace eOMWbere 1n the UIIJ.ted 
Statu we ought to be able to get an engineer Wbo know• 
roade, Vho kDo•aotor traneportat1on, mows how to eat 
up repair etat1one and do a Job tor theee people. !be:r 
are read:r to P&7 tor 1t and pay well. 

Yea. 

And I want you to help ••· 

Well , I'll be Tery glad to do anything I can, 11r. 

Well I wUh :rou'd think about 1t. I don't mow whether 
:rou people haTe anybody or if tliere 1 

• eoaebody Vho 
move Obineee, but I want the aan to be outetand1ngly 
good that the:r'll be pleased. 
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so 

llell, ot courAe, the - I don't belleve that an7 orga~~i­

utlon, even inoludiq our own, and we lUte to think 

we're experienced 1n Cblna, I don't believe an7one baa 

got t hat ltlnd ot a IUD Wbo baa actu&ll7 had experience 

1n China. 

Well •••• •• 

Becauae there haven't been &n7 roada -- there haven't 

been an7 operation• ot t hat 80rt. 

Well •• •... 

We're Just nov developing our own -- our own tleet on a 

very emal l aoale, lie have-- it'& Just a matt er or 

probabl7 t1tteen trucks Onl7 1n -- in service nov. 

a direot requeat troa 
Well, here' a the thing-- here ' s 

General Chang lra1-She1t. There 1 a 

engineer• 1n there and keep them 
a chance to put Alleri oan 

there if the7 make good. 

Yeah. 
• 

Now ...... 

Have J'OU --what-- vhnt'e the poe1t1on with the-- with 

the mot or oar oompanr. Ot course, thie vaa dieousaed 

7CU know, !{r. Morgenthau, at t he time you called me •••.• 

I know. 

•....• trom t here several months ago ••••• 

I know. 

••••.• and during our negotia tions and t he confi rmation ot 

t his contract. 

Well •••..• 

And -- and in connect ion with the with the automobile 

pecp~e. They' ve - - tbe71 ve sold, as 7ou know, several 

batohee ot truck&. 

The1 eold •• . •• 

I - - I understood -- I understood that now -- 1n probabl7 

two or three months. But I understood that -- at that 

time that t he -- I think the Chr7eler people or General 

Kotora , or both, a t the time that tiret order went out, 

were -- wer e eending their own aen out, 
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- '-
Well • ..•• • 

Have the:r •• • •• . 

I don't know, I ' M going to ••••• 

I'm going to oall up leller and aek him. But I -- I'd 
a little bit r a t her not get a ChrJaler man or a General 
Motors man tor tear that -- wel l, the man being buman 
he might want to ..•• • 

(Cbuokles) I understand . 

• •••.• push his own merohand1ea. How ••••• 

You-- :rou let me •• •.•. 

Nov listen, I don't • • •• • 

Than what do :rou suggast? 

Well ..... 

Do you want me to report back to you ae soon a s poss1bls? 

Yea. Nov, hara's tha etory -- I don't know, tor inet ance, 
t he Greyhound Transportation Compan:r , you see? Or acme 
or thaae big transportation companias t hat have peopla. 
I don't know vhather M. I.T. trai ns transportation eng1naers 
but I juat heeitatad t o get -- :rou eand a Chr:rsler man 
ther e ; ma:rbe General Motors have trouble. !he:r ea:r, 
•Vall, ve had sabotage,• or vica versa. 

I understand. 

Nov, i t we can get somebodJ· ···· 

You want somebodJ to bead th1e Whole thing up. 

Yea. 

That -- that might involve a corp or asaitants' 

Yeah -- yeah. And they'll lat me vr1te the ticket and 
the salaries. I mean, tbe:r•ve - - tha:r•ve lett it 
entiral:r to .. and I'va been waiting tor two montha tor 
tha Ara:r to c011a through and tba:r haven't. 
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I .. e. 

8o now I ' • going to priYate iD4u.wr. 

I eee. Well eir, rou -- rou let .. ha'fe a tew da71 on 
t hie and mar I -- a&7 1 telephone rou baokt How do rou 
wieh me to oonault rou? 

'Phone me. 

Oi n 70U a ';phone call? 

You get -- do.n•t rou th1nlt I ' • rigbt ae -- I mean, after 
all, it Chr7eler or General Motor• want to send their 
own aen to look atter thelr own truclte, that's their 
bu81neu. 

Yeah. 

But to take oYer t he entire trantpOrtation ayetem and 
auper'flee it, and that'• t he opportunity •••• 

Well, I think you -- you're Yery logical. 
I 

~ 

I don't th1nlt 1t ought to be a man with -- connection with 
a particular manufacturer. 

Yeah, I think that's ....•• 

And I -- I wanted to have eoaebody, eay that - the State•' 
people could be proud or. 

Yeah. 

And - - and will make ue a laeting tr1endeh1p there. !low, 
atter all, there auet - 70U and -- your doaeetlc ca.­
paniee here ~•t ha'fe contacte with the big fleet manager• ..... 

.•.... of truoka. 

Yea. 

I understand there's a big t ransportation company that 
worlte out ot Chicago. 

Yea. 
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And through t he Standard 011 - - I aean ••••• 

That ' ll r1gbt . 

Do have the ••.... 

. 53 

I -- I can't tell you at the moment because most ot my 
contacts are all foreign, but • • •• • • 

Right , but you-- you oould ask vhoerer • ••••• 

••• • ... and t1nd out wha t the polls1b1l1 ties are . 

Yell , and vbo are the managers ot b1g tleeta ot comae r oial 
trucks and would t hey lend us their gener al manager tor 
a year , you see. 

Yeah. 

Sooething like that. 

The -- the proposal 18 tor a ye&r' 

Yea, tor one year. 

Yeah. 

Yeah. 

All right , sir, }lr. Secretary, I'll - - I'll-- Just a e 
soon as I can develop anyt hing on t his I ' l l call you 
back. 

Right I 

Will you be 1n Washingt on all t h1s veelt'l 

U11e the nU2ber D1atr1ot 2626. 

J us t a minute. D1str1ot 2626. 

That goes righ t t o my own operat or. 

D1Btr1ot 2626. 

Right. 

All r1ght, e1r. 

Thank you. 

.. 
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P: You ou expeo~ ~o hear tJoOII .. ,Jun •• eooa u poeal'ble. 

I!!(Jr: !'h&llk JOUo 

P: Good bre, elr. 
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HMJr: Hello. 
George 
Harrison: Hello, Henry. 

1!1-!Jr: George ••••• 

H: Yes , sir. 

!ll!Jr: 

H: 

'll:Jr: 

H: 

!!MJr: 

H: 

HJ.!Jr: 

H: 

'lJ.!Jr: 

H: 

This Mr. 

Hello. 

(pause) •••• 

Mr. Nash, the t1nanoe Minister ot Nev Zealand , was i n 
Saturda:y, see? 

Yeah. 

And he's goi ng over to England to talk to the~ about 
borrowing titt:y m1111on dollar a, but he 's tearful t hat 
he may not be able to get it because he spends eo much 
ot it 1n t his oountr:y. 

Yeah. 

And he wants to know whether there ' d be any lik&Dhood 
ot his getting it in New York. 

Yeo. 

So I said I'd oall you up and ask you. 

Yea. 

.. 

!!!!Jr: And I said, as tar as the 0. 8. Governoent is oonoerned, 
vby we oertatnly ~ve no objeotion. We're glad t o ee~ it. 

H: 

Jii.!Jr: 

H: 

Hl!Jr: 

!! : 

Oh-huh. 

Could you - - would :you care to talk to a few people and 
see hov the:y ' d teel about it? 

I'll be glad t o. How long do the:y want it tor? 

Let me see. Just let me see a minute -- I wrote it down. 
He wanted it tor twenty :years. 

Yeah. 
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And the7 want 1 t - \o be able to p&J' ott pr1no1pal and 
1ntereet aea1-annu&llJ. 

Yeah. He 41dn't aa7 vbat he wanta 11: t or, d1d het 

Yea, 1:he 1t1 a t or-- I 1d aaJ largel7 tor publio 
work• and that sort ot th1ng. 

Yeah. Well , HenrJ, Just give ae a little wh1le and I'll 
oanvaea around her e 41aoreetlJ. 

Well now Vben JOU ea7 •a l1ttle while' what do JOU meant 

Well , I oan do it ae pro~tl7 ae JOU want, but I .•. .. 

Well, here • a the 1:h1ng, he'• aailing VedneadaJ. 

Yeah. 

Now -- JOU could get - - would JOU want to g1ve him the 
anawer in New York ,.ouraelt to110rrow when he ' a up theret 

• 
Well , supposing I oanvaae a little bit and call JOU back 
a little -- I'll tr)' and call JOU later on t his morn1ng. 

Well, he ' a oomi ng in to see me at tour o'olook our time. 

I'll oall J'OU baok betore tour 70ur time in &nJ' event, 

Oood I 

It I haven't got &nJth1ng then, I'll let JOU know. 

Righto 1 

First rate. 

'l'hanlt JOU, 

Good b7e. 

Regraded Unclassified



HMJr: Bello. 

K&7 22, 1939 
3:38 P•• • 
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Operat or: Mr. Harrison. Go ahead. 

IG!Jr: Bello, 
George 
Harrison: Hello, Henry. 

HMJr: Yea, George . 

!1 : 

HMJr: 

H: 

Hl·IJr: 

H: 

I!MJr: 

R: 

m:Jr: 

R: 

HMJr: 

H: 

HMJr: 

Well , I've gone into t h1a thing here a e qulokly aa I 
oould 1n a more or leas superficial way. First ot all, 
the market 1an1 t nry ripe tor borrowing ... 

(conversati on fades) 

'!'here 1a a Norwegian loan that 1 s ln the process of IU.king 
up will probably go all right. '!'hey can be sold a t a 
prioe. I ' ve explored -- I had a fellow here at t he bank 
explore the a1t uat1on ln New Zealand. It appears t h.nt 
their issues are selling i n London today.... , 

Yeah. 

•• • ••• on about a five per oent yield. 

Yeah. 

Where a year and a halt ago they ware three ninety. 

I see. 

'1'hey• ve gotten worse. 

Uh-huh. 

Auetralian bonds sell about a quarter to a half better 
yield. I mean -- smaller yield than New Zealand does, 
shoving that there ' • quite a bit of difference. 

Yes. 

The reason apparently i a that the Government out t here 
has turned fairly liberal in the last year or eo, and 
London papers have been riding them pretty heavily. 
They've been fairly or i U oal ot them. 
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Baying that 1lllports should be controlled, all4 that 
public works llhould be .ore con .. rfttift, and that they 
lbould do eosething about reetricting export pricee. 
'l'ha reeult, it ie not a Tar:r - not a tep -- taYOrable 
picture, aD4 I talked ftry pr1Tatel:r ott the record to 
Morgan Stanley people, who bad alread;r heard eo .. tbing 
about 1t an:rva:r. 

Yeah. 

And the:r ea:r that it'• not a Ter:r encouraging picture ; 
the:r won't sa:r it can't be done; tha:r would be Tar:r glad 
it you or I wanted b1a --wanted them to do it -- to eee 
the Finance M1n1eter an:r t1IIAI he wanted to see thea. 

I aee. 

To go over with them it he vas intereated, but they 
wanted to malta it olear to me that ae the:r see it super­
tioially, t he:r don't ooneider it Ter:r encouraging, 
eepeoiall:r 1n Tiav ot the attitude t hat London baa taken 
about thea. 

Yeah -- I see. 

Now 1t1 a true that London will probably decline an issue 
quite apart trom their position on the ground t hat they 
wouldn't want to otter to give them titty 111llions ot 
dollars to be spent here beoauae that would be bad tor 
their exohange. 

That•• right. 

However, how auch that has to do with 1t and how auoh 
is their fundamental condition, I don't know. Their 
trade balanoe haa gotten quite a bit worse in the laet 
two :rears, all4 their own toreign aeeete - - that 1B the 
amount ot balanoea that the:r hold abroad, t he:r'n gone 
down troc tort:r-tour a1llion pounde in 1936, to thirlly­
tour 1n 1937, t o tvent:r-e1x million pounds 1n 1938 and 
they are down to nine 111111on poull4a nov. 

I aee. 

The:r'Te gone ott. So they' re -- the:r•re being hard­
preeeed. 

IU.ght. 
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!he Central Banlt loan• ban gone up Ye1'7 rapl,417 to 
tinanoe all their Oo•ernsent proJeota. 

!hat' e right. 
So it isn' t -- it ian ' t a olear-out oaee by anr meana. 

No. Now, George , vllat time oould 10u eee b1m tomorro'W't 

I 'll be 1n •• • ••• 

I'n got to go to a Bond Club lunobeon at tveln-Utteen. 

Yeab. 

But 11 11 see bi m anytime before tbat. 

Well, say-- ia eleven o 1 olook •••••• 

Eleven o 1 olook will be tine. 

Now, I don't know your "add1 -- vllat do you give ae an 
1 add"' Just Federal Reeerve ot New Yorkt · 

·, •' 

Federal Reserve, 33 Liberty Street. 

33 Liberty •• • •• 

Vhat1 a b1a name, l!enr:r' 

Nash -- M-A-S-B. 

All rigbt . 

And be ' a oom1ng 1n at tour. 

Yeah. 
And it you don't bear rrom me again, he ' ll be at JOUl' 

ottioe at eleven o ' olook tomorrow morning. 

Eleven o ' olook -- that'• New York time. 

Right. 

All right. Firat rate. 

!low •• ••.• 
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Vall -- an4 then, ban you got any lead 70u want to gin 
ae ae 'o what • ••• . . . 

No - - I -- I would talk just -- just the way you haYs. 
I mean, he's going OYer and he wante --wanted to kDoY 
what were t he ohanoes and bov would the market teel 
here betore he vent and eaw the people in London. And 
all I ' m saying 1s -- 1 111 Just repeat that it's not 
impou1bl e but. it wouldn't be t he euieet t hing in t he 
world. 

Yeah, all right. It 'e not t.poasible at some r a t es, 
but the rate would probably be one they won't want to 
pe.y. an 
And naturally all I'• doi ng 1a Juat acting aa/1ntel'!Hdiary 
and I'm not - I can't-- don't want to do an7thlng more. 

Yeah. Yell , that 1 e Just exaotly ay pce1t1on. 

And 1t you-- attar all •••• •• 

And it be vante me t o introduce him to }!organ Stanley, 
I ' l l be glad to do it, beoauee I know nov they' ll eee 
him. 

Fine I 

They ' ll be glad to. 

Well, that's-- t hat ' s 1t he wants to meet anybody, 
I 1 11 tell h1lll t hat you '11 be glad to arrange 1t. 

fbat•e right. 

!banlt you, George. 

Firet rate. 

Good bye. 

Good bye. 
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M OUNT RU SHMORE 

NA TIO NAL MEMO RI A L COMMISS IO N 

ICY dear llr. s..,rat&ry, 

OOCUTIVE OfFIW 

Mo.nt Rl.llh.orc 

Keystone, South D6~ot6 

22 lll,y . 19}9. 

Before I go ilrto tho bllailloas ot thio DOto 0 I w.nt to ex­
preu my p-iet that will not bo quieted i n tho lou ot Be.-n 
OllplaDt. Be._. OJIO ot my dKrest triollda , aDd I lal"" trca 
hia loyalty t o you that he 8\lat ba ... boon OJIO ot youro. 

-

He,_, Tiait od .. f or two weelal at OJIO ts-. He dng illto 
~ buaiDoea hera1 the •nas-Dt of tho work, tho ooat of it , 
i ta eftieieney • oto . • ud you lal"" bo waa hiluelr a very prac­
bi oal and a very etfio1oDt man. He oaw my troubloa, interfor­
onoeo , t el&ys, tol&ya iD getting toolo, t ol&yo ill getting fuDt o 
that bat been appropriatot ant wore lying i n the local bank, 
t el&ya in getti n& proper aooiat&nee in the way of •n• Ani 
t hen be found tho oauoo of it. Tho o&uao wao t roilod dOWD (it 
didn't require a~ob· troillnr;) to &ll i.,.tfioiont oub-bureo.u 
t hat bad boo.- att&ohod to tho ""~Prk. It wao Ho.-n and MC­
Reynolds , your aui at&Dt exooutive aeoret&ry, and, no doubt, 
your com t1JIO dir..,tion aDd appron.l , that pYO loo t ho 88Cb­
anim and the auperTioion ot t he .looOUDting De~Dt ot your 
Emergency state .tooOUDto Otfico of South Dakota of the rreaoury. 

Henoan waa boro at tho raorsani&ation zneeting ot the C.-dot­
aion when three- quartoro of the C.-duion (Senatore, oto., ) at ­
t ended . I didn•t think •uoh of it at tho time , not raaliling, hut 
whon wo -ra through, ho turned to .. and ho oaid, •outoon, did 
you notice the way thoao raaolution and tho by-l&wo -r• fonDodt 
You JTA.y have t o bend a little to regul&tiono , but I th1Dit our De­
pa..-Dt, tho UDitod St&too rreaoury with ito Proou..-Dt, will 
protoot and aid you through tba .tcoounting DepartaoDt ill ohargo 
or your filancoo , providing tor y011 oupplloo i to ....at -ob­
inory. You ohould baYo no troubXo a t a ll it you are betorohand 
ill preoeDting thoao ""do to the proper aooOUDtanto. • 

• 
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gon. Henry c. )tor r;onthau . Jr. , Secretary or the Tre.e.aury I 2 

I want to eay to you, Ur . Mor genthau , t hat over oinco that 
dAte , not a pebble has been r olled in my path to trip, delay, 
intortoro , or divert tho purposes of our work or our plans . I 
h&ve had nothing but the kindest , moat understanding help. I 
have built your department a suite of officoo on the J.!ountain 
~hero they have their desks and filoe for recorda , and a safe . 
everythin& ia handled in a businesslike .anner, and ao punc ­
tilioua and up- to-date that I can mt.llc in thoro any time and 
ask ror a chart, payrolls ., rateriala on hand , gon.iee spont , 
aonioa a~tlable , otc., and get a budget record at & momont •a 
notice . I am begging you, as a friend, and for tho r.enory of 
Hormo.n Oliphant , if I J:l&Y so put it , that there be no inur­
foronce with this splendid monument which hil roorganication 
save ; tl-.at this thing shall continuo. Of oourao , your own 
work i e woven r1&)\t into this tsa.:~.orio.l . 

I have had a new sot of photographs made , but there hao 
been a little delay at my photor,raphor•a . You will, however, 
get thr oo or four very fine pictures or tho work ao i t 1o 
today aa quickly as I oan got them to you. 

Bon. Henry c . tJorgontl--Au, Jr . , 
Secretary of the Treasury, 
washington , o.c. 

Sincerel~ , 

()Utcon B;;gra,~ 
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lla7 22, 1939. 

! o 1 !be horetU7 

Jroa1 llr . llclleynol4a 

At 9alO tU• .,.,illt;. Coacre•..., llaCo~. 
of llea .. cbllaatta , called about a conaU t-t. :Baton 
be lot\ be aaloed •• to ea:r to 7 0U tho\ be M4 polla4 
tho :D..,crauo -ben of tho 1J&Ta aD4 11...,. 8'111>­
Co•Htae oo. !aznUon 11114 \bat tbo7 nn ~-
1D \hair 4ao1aion not to be .. uatled with a contllllliDC 
reoolu\lon 011 uieilDC taxal which expire t b11 fa&Z· 
!be 00JI&I'OOOIIIN> otated that tba 8ub-0011111itt .. llltanAed 
rith1D a tn 4a)"o to ill't'ite 7DU t o appaar before thea 
MA toaUf7 on a tu PJ'OCI'UI• Be atated :turtbar tbat 
if tor &llf raaoo11 7011 did not conoid ... tba t 7DU were 
a t llbert)' to ~pear before th .. . the full oo ... ittee 
would .U. a fos-1 requeet for 7DU to ~pear aD4 
aA't'iu 1\ aa to wbat tax l•chlaUon obould be enacted. 
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At~ benoto are norlaec!. pecea 10 uA U of 
tba llq. l7 ..UUOD of tba tal< atat..t. 

!be ,.., •terlal becUe v1 th the laat paracnph 
OD pece 10 a4 e:rta4a thro. tba aeOO ... parecraph 
OD pece U. 

!be norlaion _. Jo1atl7. preparec!. bJ Xr. Outon, 
llr . Datfhld, llr. Vb1 t• uA -r.J•lt. 

We bope \hie expr ..... the 1cl.e&a 7P"' ba,.. 1a 
aiDe!. but 1f not, ve abaU be a'failable tbia atta!'DOOll 
to .X• further rerlaiona. 

E3 
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•• 'o our tu~• tieoal podUon wo1lld 1Jlj1U'a and no' halp 

bua1naaa. We .uat 'aka no '''P whioh 'he publ1o aa7 1A'erpra' 

ae aoT1ng an7 troa the obJeot1Ta ot a balanoad budge,, 

In d1aouaa1DC 'he el .. e,a or reat'urea ot the 'ax 

a71Ua wh1oh JOU .. , whh 'o raazaa1ne, I ehould lUe 'o 
claaairJ thea roughlJ in'o three groupe. 

The r1ret group ooaprieea reaturea wh1oh haTe been 

charao,eri&ed •• au __ ,an,ial deterrent• to buaineaa 1a 'hat 

theJ 1apoaa tax burden• at pointe where theJ are eapeoiallJ 

11kelJ to hinder buaineaa expana1on and inTeataent. 

One auch feature ia the abaenoe or proT1aion 1n our 

1ncoae '•x lawa tor oarrJ1DC oYer net bua1Aeaa loaaea to • 

be deduoted rroa buaineaa pror1ta ot tu'ure Jeara. The 

pror1te or loeeea ot eaoh year ar' oona idared without 

rererenoa to thoae ot &Jl7 other year. In ccnaaquenoa 

a bua1nen with alternating prctit and lo .. DOW paye h1Char 

taxea OYer & period or yeara thaD dOll & buaineaa with 

at&bla prorita although the &Ter&gl incoae or the two 

Uraa aa7 be equal.. ••w ellhrpr1aaa and the capital goode 

induatriaa are eapeo1all7 aUbJeot to wide tluotuationa in 

earninsa. 

A aacond exaaple ia the achedule ot •ur'ax ra'e• in 

the top bracket• ot 'h• 1ndiTidual. inco .. tax. Under the 

preaent law a taJtp&Jer with t 500,000 ot eurtaxabla nat 

1nooaa would hue lett onlJ 26~ rroa aa additional dollar 

-
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ot 1nOOIIe, 7~ be1q taken in rederal 1noome taxea. Ria 

ahara 11a1 be further reduced by State taxea. !he rate .., 

be ao h1gh aa to ban pa .. ed the po1nt ot ux1aua rennue 

return by 41eoourag1DC inTeet .. nt 1n pr1Tate enterpriae an4 

thue lea41ng to boar41DC or to the ah1t'tiq or tunde rroa 

taxable to tax-exempt aeour1tiea. 

It ie i mportant that we tully appreciate the etteot 

ot a large and grovinc Toluae ot tax-exempt eeouritiee u 

a major deterrent to bueineae and tor thia reaaon I re­

introduce the subJect. !ax exemption ot aeourit1ea operate• 

aa a aagnet 11b1oh pulla peraone subJect to h1gh 1ncoae taxea 

away trom 111Teataente in pr1Tate buaineae. Lovering eurtax 

ratea in the high brackete v1U have only a minor ettect in 

encouraging inTeatment in venturesome enterpriae unlaea at 

t he aame t1ae you elimi~ate the opportunity ot tax-exempt 

1n'f8atment. It, however, tax exemption i a raond tram 

tuture iaeuea ot sovernaent eecurit1ee, the eurtax ratee 

can t hen be reduced rlth reaeonable IXPectation that 1nveat­

ment in new and ventureeome enterpriae will be eubetantially 

promoted thereby. 

!here are a number ot teaturea in our tax ayatem 11b1oh 

have been daeoribed ae maJor tax 1rritante although they .. -.• _ .. 

probably not important deterrent• to bueineae aotiT1ty. 

Aa an example or a tax 11b1oh baa been oonaidered an 

irritant I would mention the undist ributed protite tax. 
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~'fAX 8Ut&i1Dl ~~AT 22, 1!))9. 
UIOO A. K. 

Preeeat 1 

B.K.Jr: 

Blough: 

H.X.Jr: 

Blough: 

B.X.Jr: 

Blough! 

B.X.Jr t 

Blough: 

B.X.Jr: 

Blough: 

B.X.Jrl 

Blough: 

R.X.Jr: 

Bloug2u 

B .• K.Jr: 

Blough: 

B.IC.Jrl 

Jbo. IJu'OD 
Jbo. 1fh1U 
Kr. lloup 

Bello. 

Cop1ea are be1DS •4• and will be 1D 1D a a1Dute. 
'fh11 11 the 111b1t1tute tor pas• ll, 11h1.oh Jbo. Oa•­
ton aanUoned th11 110m1nr. 

Y81. Vbere do81 1t 'beSiJl to chaDpt 

\'be chanp 'bestn• ••• • 

The ch&D.Se 'bestn• with the eacond 11ntence - 111ght 
ohaDs•· 

• •••• 80d1rate reduct1oa•t 

1 H1e ebare 1a aa117 8tat81 1e further •ub1tant1all7 
reduced b7 the State tax••·" 
Then the next • enteaoe 11 n:actl7 the ..... 

I 414D1 t 111 that. I'a 101'T7• I 1n got !wre 
"The rat11 _, be eo h1P,. ••• • - 11D1 t that the .... , 
!hi.• 1a a lltsht ohanp - Just the wr41DS on that . 

I •••• 

AU right. 

The real chaDp begin• w1 th • aoderate. • 

You hana 1t 71t got U. 

Vel1 thea, I pe11 I 414D't set 1t troa Xr. Guton. 

Wait a 111111ltl Wlt1l Oeae OOMI 1Jl. 
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BloUSh: 

B.K.Jr: 

Vh1te: 

B,M..Tr: 

Blough: 

- 2-

I 111ght 8&7, eYerTb047 1n lew York JUIIPed on ~t 
P&racr-Ph• 

Well, the)' 1 ll J118p 80.. llON Well the)' eee, . ., 

Wbtre the hall 1e Dtlttleldt 

(Oa phone) Wbere b Datt1eldt - Yell then, nenr 
•lad. 

Yell DOW, look, th1e 
ohaage. fhh 1• ~. 
the hl&ber braoll:.ete. 
llke thl•. lOw •••• 

1e ~. thlag ~t I want to 
qa .. uon ot the eurtaxu 1D 

I want to •a:r 1t eo .. th1Dc 

(Xre. not& oo••• 1n and t&lll:.a t o B.M • .Tr. tor 
brief per1o4) 

'l'h1• h - look, th1a h the "A7 I want to tr:r 1t, 
eo•ethlag llke th1•1 

1 10w let u• take up the qu .. t1on ot tax-exeiiPh 
and the rate•- the aurtu •••• •- ¥bateYer we oall 

72 

th .. - • • ••• the rate• 1n the higher braoll:.et••­
wh&teYer 1t 18. 1 '1'ha8e two tor.• - the .. two 
qpeet1on• haYe to be oon•1dered together.• tou •••' 

1 P1r•t we han to pa .. lellalat1oll lddoh will ll&ke 
1t 111J10 .. 1ble 1D the tuture to 1•eu• an:r DOre totall:r 
tu-e:uiipt nour1t1... Oaoe haY1Dg aoooDPU•be4 
thl• , 1t would thaD be fair and equitable to re­
ezaa1ne •••• • - I doll 1t know- • •••• the que•t1on 
of whether the pre•ent rat .. oil the ••r:r large 
1Doo••• are not •o hlp ~t the:r dhoourage the 
11111te4 -bar of 11ld1rtdual• rr- taltiAC the DOraal 

bueine .. r1all:.e with their oap1t&l. 1 

low, that 181l It at all - :rou ••• wllat we haYe .... 

Y •r:r pod. 

···' t .. , 1t put• the &IIPhub 1D a different place • 

• 

... 
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BoLJrl 

11b1tel 

B.X.Jr: 

Blougbl 

KoM.Jr l 

Vbite: 

HoXoJrl 

Wb1te: 

H.X.Jr : 

Blougtl: 

B.X.Jr : 

Bl ougtl: 

1fb1tel 

B.X.Jra 

1fb1te: 

R.llo.Jrl 

- '-
low, tbat'••••• 

O&D 1t be .ar obJeot1oa to that. 

Wall., q'lllte the OODtJ'UT. I 111lderetllll4 ... , 

n '• aore locto.l thaD th11. 

I u:tderlt&Dd tbG 1t I do tbat, tbere 18 ao d1•­
acrenut between the Pree14ent u4 areelt. 

I ehoal.4 th1Jik 11aat '• ftl'7 good. 

I •aa oa U.. whole th1JIIo I UD4eret&D4 •• o o 

It oentera oa that po1att 

lo I '• told. 

73 

Yell, 1t ~t '• all. U oeater• oa, I th1Jik 70111re. o ·• 

Well, 80 I 1Ye been told. low, I want to get that -
thh baa to - Itye got to haYe U toD1stat. low, 
I doa 1t- I oan1 t npla1D wbJ, I woa1 t npla1a 
wbJ, 1t 7011 doa1t a1Ja4, but t or a "'•~ 4et1D1te 
rea.oa I want thh tJ!ouatlt. l ow, O&A t rou tellon -
I aean JOU1Ye pt the ep1rU. 

Oh, -sh1• O&A b e doae 1JI halt an hllu'. 

D14 7011 n•a' ne the ohuge• that tbe other aea 
waate4t 

Jo, we'll b7 to clo U IIOW, Clod ~ Uo 

I 'U l.ook at ~ out ot tail'lae .. , bat I '• 110t -
acata, tor reaeou I oaa' t apla1a, I doD 1 t want 
to olwls• •rthlq. 

Well, I thlJik that •• teu tbat aon ot 1:11.- 41d 
ut .. ru -we -'.411't acree With aon ot the 
na-•Uou, 80 that there -14D 1t be p-eat 
41ttlreaoe ot op1D1oa. 

Let •• tale a ooaple ot alDat••· .. t I O&A
1t -

bat I waat to c1o th11 11114 I 1a Ntht1e4 that 
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Galton: 

Blough: 

B.li.Jr : 

Blough: 

11111ttl 

R.M.Jr: 

11111te : 

R.X. Jr: 

Blough: 

B.li.Jrl 

11111te: 

H.M.Jr: 

c 

- ~-
Wbat I'a •a:r1Da 11 tbe rt.Sbt tb.1ng. Aru't 7ou, 
Herbert, OD th11 th1Dgt 

Yea. 

74 

I lUte thie Ytr7 noh better. !he reaeon the7 
objec ted to 1t 1D lew Yorll: waa that U pn tbe 
1~q~reu1on that the mrtax and the new tax exap­
Uon baa auoh a oaueel. relat1oneb1p. low 7oa 1Ye 
taken that oaueel. relaUonlhip • ..,.,, and I th1Dk • ••• 

lo, I 1Ye put 1t 1n. l o , qu1te the oontraz'7. 

Vall, but JOU haYen 1 t oo• out and ea1d, "low, 
1f 70u1ll taka • ..,., tax exeapt1on t or the future, 
then the reduoUon 1D mrtaxee w1ll be efteoun. • 
You are aa;riDg, •!hen 11 the t1ae t o reexaalne u , • 
and I think u•e quite oorreot. 

AllJY17, the ft7 JOU ,Juat etated, I th1Dk, 11 nr7 
eat1efaotor7• 

Well, I don't know, I'• 
thought wu g1Yen to ae. 

juet doing ti the wa7 the 

I get hie (Blough) thought t;oo , and rour etate­
aent ph aroUJid the d1ft1oult7 that Ro7 hae 1D 
a1D4. 

Well, ~t I '• ear1Dg hu neYer been ea1d before 
aa far •• ar atat•ent 11 OCIIloerne4. It' • quite 
Dew. 

!'bat •• rt.Sbt. 

ADd el.eo I think 1t pte around tbie idea of the 
Prel1dant 1 e that w ehould drop u one and • half 
percent for ten Jl&rl, tlhioh wae a 111.17 •ne•­
tion. But do 7oa get itt 

Doeen't •et the Glue plan, but I ebould think 
it would be quite eatiefaot01"7• 

lo, and the Gl&ee plan - the trouble w1th the Glue 
plan 11 that it bedgn on - it pte into the field 

• 
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Vh1U I 

H,IC,Jr l 

Wb1tel 

H.X.Jr : 

R,IC,Jr l 

Wb1tel 

R,IC,Jrl 

Bl ough I 

R.II.Jr l 

lihUe : 

R,IC.Jr: 

White I 

R,IC,Jr: 

- 5-

ot oaaooll.1.11c uioUJIC obllpUoao. 

But tile polllt 1o, ro11 oa14, ••• oha1l re-'"• 
tile nrtu ratoo u4 ... at tbat tt..o, 1 11h1oh 

75 

a11ht 1AT01Yo a rooxo••notlon of (be wbole quotlon. 

Well - 1 B1lt tlrot lot 1 o pt tile lopolaUOA throlllh-' 

\'hat' • rllht. 

1!hell, 01100 gettlJig tbat lolhlatlOA throulh, W 111 
take a look at the 111lrtu ... • 

!hat'• ~ 

AD4 I ea14 •ot tho 11a1to4 naabor. • 

• .... ot the 11a1to4 -"er•' I th1Ak tbat el.mat 
ao r011 ~ u, Ylth nrr lltth oballp, wo ooul4 
Yer, OU1lf wort tbat p.rUoalar portlon out. 
It 7011 don t 1At en4 to ohallco ur of (be other .... 

l 'll tote a loot. l doll' t thlnk I do. 

l Oall po1At 011t the 1101'0 Wpol'taAt OllOO 1t 1011 
wut to •Yo tlllo. 

Yea, l'a deoperate oil tlao. 

Yo11 know abollt that 12100 o'oloot oppo1Ataent 7011 
baYe. 

lla all rlght OA Chat. 

We wore Jut plJIC oYer tbat tblJIC. !bore '• DDthlJIC 
1ll tbat. 

'l'bere'• aothlDC 1n tbat. !her ••D4 that oYer, tbea 
tiler oen4 • &ll 1AY1tat1oll to bo prellllt. 

thor •11t thlo th1Ac onr latllrda7 atte!'IIOOil wlthout 
&ll1 11ltoraaUoll that thoro no &ll1 l'lloh about U. 

thor ••t l.Uolr 414a1t tDOY (be Preo14011t wao plJll 
to ••• theoo people. 

Regraded Unclassified



Blouglu 

B. X.Jr: 

Blough: 

H,li,Jr: 

Blough: 

B.N.Jr: 

Blough: 

llhite: 
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- 6 -

!here are two or three plao .. vbere 1 111111t1 oo1114 
be ohdge4 to 1 ehoul.4, 1 wt.re U 11 a little lti'OilC 
aJI4 aight be - where we '!faT the rtYIIIU 1 11Qet be 
aa1nta1ne41 u4 eo on, lloet ot the atat•ent tallta 
1D teNa ot 1 ehoul.d1 or 1 dea1rab:U. 1 

At th11 part1oular atage I 4on 1t want to change that. 

!:Yen 1 11Ueta . 1 

Yea, an:rth1nc. 

Nov, the other on e vaa the queaUon ot vhetber tbe 
ezplanat1on ot JOur not aak1DC re~D4at1oaa 
aboul.4 be len 1D the t oN 1D Wich 1t 1a nov. 
You re11•ber the pa~h where JOU q1a0te tta. 
Budget Act ot '21. Kr. Ba111e would baYe el1111Dated 
1t a1together. Xr . Oreea'baull would han l et't 1t 
tor a pre .. oonterence and l aaYe 1t out ot the 
atate11eat. 

It '• not 111p0rtant. 

And I th1nlt Kr. Magill would not han cpoted the 
language but he VCN14 han lett the 14ea. 

Then there are a nuaber ot place• wbere 1t 1a a1J1PlJ 
a queat1on ot the Prea14ent1a1 language· - that JOU 
either han t o get r14 ot that or JCU don't take 
the anggeaUon. 

And there are one or two 111Dor changea , tor 1Dataac a, 
tlhl.oh I th111k JOU a1ght YerJ vall aaka, hack 1a 
that d1acuaa1oa ot coaeol1data4 retlll'Da u4 1Dhl'­
corporate d1Y14eada; there vaa the phraae 1 lleoauea 
ot d1tterenc .. of op1D1on onr 1ta equ1tJ1 aDd I 
think that ooul4 YarJ well oo•e out. It va• WCP•­
ted that that waen 1t the reaaon JCU were aubll1tt1Dc 
1t to th .. , that 1t vaea't becau .. ot 41tterencaa 
ot op1D1on o•er e qu1tJ, and that that phrau or 
olauee -14 •••• 

WhJ •1ght th1a not be a ftJ out, a1noe JOG are 1a 
a !aarrJ. Bllppoa1J18 w go onr each one ot t hou 
ohangea an4 aooept onlJ thou that are unen1110UalJ 

.. 
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a.x .Jr: 

Whl.tel 

B,X.Jr: 

Blough: 

B,X.lr: 

Whl.te: 

H,M,Jrl 

Blough: 

H.IC,Jrl 

R. ll.Jr: 

- 7 -

aa:ree4 uJ)OII, aD4 w•u ... tbat w ..-. u.. "17 
bare wtetegw - ••• t-.. aa14e tor JUmP ooa•ldera­
UODl 1011 001114 II onr tllla 1D tin- UD1ltll 
late 1D Ule &nii'DOOa. 

I baTI PIUODI, ~ p4 I'IUOIUI, 1lll7 I_, W 
... thll ohaap. I waat tbat tb.lDc - I ... , u 
th11 attiJ'IIOOno 

!bat wlll 'be dD ae. 

AliA I•a 'IID4er tbl lllprlallon tbat t!lat 1 • tbl 01117 
th1JIC now. 'flllretore, the 1tat-t h ao loqer 
1D a:r haa4a, U'• out . . .. 

It rou 14 rather not aate aar wor4 ollaapa •••• 

U'• out ot a:r h&D48, an4 1t th11 oae thlq 1IOUl4 
1at~ the Prei141Dt, t o biU wUh U. Uptt 

low, I c1on1 t know, I .., 'bl k1441J11 a:reelt, 'b'tlt 
I 1'1'1 pt a prettr pod 141& that; tilll Onl ohaJIII 
.., ln4 the wbole 'b'tlllnlllo It 1t doll, all t;he 
reat ot the •toutt - 1t • • Ter'blage. 

It tbat; 11 the O&H 'tdl)' DOt li&TI tilll Ylr'b1 ... 
utll rou t1n4 oat+ 

That'• rlpt. 

With ou aoepuoa. I toh1ak 1t u 11 aous to 'bl 
reClaaol4 at U..re 11 001 porUoa *lob, 1t u 
11 •hDrtnld, u a11bt help; tbat'• wtllre fOil p 
1Dto 1aoh ot tbl11 nae•ted ob•nsn an4 411or1'bl 
tta., 1Ditla4 ot 4o1DS 11bat Datt1al4 an4 I teal 
lhD'1114 'bl donal l'tiiiPlDS Ulaa all 1a oae aat•oa· 
U lhortiDI U, ll&kll 1111 111p01't .. t JO'IIP other 
PIOO-daUODI, aa4 ptl &Ol'OIIo 1At 11 ti'J to 
pt the •a=•••• 4eo111oa oa tbat. AliA 1011 -
_.. J01ll' 41o111oa oae war or aaotblr 1D ftTI 

DlDDt••· 
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Bloaatu 

S,K,Jrl 

B,li,Jrl 

llb1tel 

B.K.lrl 

Bloqtu 

B.K.Jrl 
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-.-
We'll pt tbU la aa llaal' .. a117. 

All r1&1l'• Bv.t, pan-, aner 1111U1b - I U.e 
Uliat 

Yea. 

You like that' 

Yea. I th1lllt that '• a •oh baUer W&7 ot ataUac 
u tbeD &D7 .. Jlan 1la4 ao tar. Jlobo4r ooll14 
objeot to tllat. Ia taot, oa the ooaV&J7. 

All riatlt• 

I hope 70il oafa ll&b a tn nl"b1ap ohaapa later. 

Bat I •eaa tllat 1t Ulia th1JIC, tm-p eo• tonaae, 
aboul4 be aooepte4, then the ball 11lth Yel'b1ap. 
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JR 

SEorttary of State, 

•·raohington. 

724, Kay 22, 6 p.m. 

GRAY 

London 

DatEd iola'IL...><»<" 

Rto 1d 2t45 p. m. 
I 

FOR TRU.SURY FRO» BUTTEW!ORTR •. 

Ont . Questi ons wert aaktd i n tbt HousE of Cocoons 

today rtgcrdin& tht convErsations ni th OLrman 

rtprcatnt~tivts on Czech ba lances in London (set the 

first secti on of my 712, 11ay 19, 4 p . m. ). Tht finnnciCll 

StcrEtnry of t ht Tr easury repliEd thnt informal 

conversations \7Ert taki ng pl~ot wi th a viEW to 

discoveri ng whether thtrt Exi sted a boai3 for mort 

formal negoti ati ons ur~ch might take placE next month. 

Supplqp£ntcry questions vert put as to whEther thea£ 

con·ttra '\tions constituted in tfftot a dt tacto 

• 

recogni t i on of t he ::mncxntion ot C&tohosl"ovc.Jd.n by OtrmnnY 

to t1h1ch thE reply ana in tht nEgativE. 

QuEstions ncr£ nlso '\aktd os to rlhEthtr gold held 

1n London in th£ nont of t he B. I . s . to th£ account of th£ 

Czech Nnt i onnl Bank bod bttn tranaftrred to Otrnany and 

whether ouch bnlancts oao£ within thE CzEchoslovak 

(rcatri otion on banking nacount~ , tt CEtera) Act ot 1939e 

ThE 
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- 2- #724, May 22 , 6 p .n ., fr~ London. 

Th£ GovtrnmEnt 1 s rEply ""8 that thE aosEte hEld to tht 

account of th£ a.r .s . could not Call wi thin thE mEani ng 

or CzEch assets undtr tht oct and that thE protocols 

undEr which thE s.r .s. is opEr ated mndt i t impossiblE 

t o include thtsE osstts in the blockEd accounts . Be 

turthtr statEd that thE Chenctllor of tht ExchEquEr 

hns no mtans of knotting "htthtr tht transfer of this 

ge ld by ~hE Bol oS o to Gcrcnny has tokEn plaCEo 

Tt1o. It is uorth noting that on p~gt 426 of this 

wttl:1 o ECONOIUST a short articlE EntitlEd "tradE ¥11th 

aggrEssoro" concludEs as follo11s " control both (British) 

imports and Exports will adcitttdly bE 1mptrativt very 

soon; but it will bt to strvt and tkt out tht nEEds 

of our ann economy, not t o starve tht rtqu1rtmtnts of 

others. • This school of "control" thought to uh1cb 

Ootffrty Crowther non bElongs has bttn grov1ng of 

l a tt; tor tht most pc.rt such drasti c controls art not 

advocatEd as dtsirablt but art rEgardEd as inEvitablE 

oonstquencto of a prol onsing arms root . In this gEntral 

connEction rEfErEncE is modE to my 645, ~oy 9, 6 p.m. 

ThrEEo StErling was ott~dy today on n quiet markEt 

around 4. 68-5/32 Y/Eaktning olightly at thE closE. ThE 

tor.,ard dollar uns also sttod1 tht Bri tish fund not 

intr:rvtn111G o Of thE 112 barS Of gold dtalt i n 78 WErt 

r.ltll'ritd 
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-~- 1724, Mar 22, 6 p.m., rrom London. 

mnrrird and thE rcnaindtr pro-ratEd nt ~5- ot 

rtquircrncnts . Tht guildEr wcnkrncd todnr trorn 8 . 70-3/4 

t o 72- 3/4-7/8 but thcr£ wns onlr n modcrnt£ amount or 

buoinns . 

CSB 

0 J v I I 'I • 

(• • • 
; . 
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P.ut.a.PIR.t.U OJ' nr.wpav Rmlli'QD 

ftCII& .AIIer10Ul ...._.,. • Pert., J'ruoe 

DA!II:i ll.aJ aa, 19!8, II P••• 

•o.a 983 

JUt Till: TUASUJlT DII:PDTIIII:ft. 

62 

On the exohanp aD4 .. ourUJ •rl.eh here todaJ con­

ditione were generallJ qu1at, A little aore offering of 

the nor1D. Alaoet DO oh&Dge 1D the belga, with el1gllt 

1mproY•ent 1a the lhr1ee franc. 'l'h ere .... a drop of a 

f ew Cllllti .. e i D rentee, aD4 fr- l to 3 percent 1D J'renoh 

'f&riable rneDUe eeoiD'1t1ee . 

TheTe h no 1Dd1o&t1on tb&t th!l elight r elapee tn 

the florin ne cauaect bJ app rehmeton 1n J'rcoh f 1n&no1&l 

oirolee that the Cabinet change a1ght l ea4 t o the a4op t1on 

of a pol1CJ leee ooneCY&t1Ye than t he GoYernaent h&a 

heretofore followe4. Ool1jn hae taken the poe1Uon of 

li1Dhter of J'1a&Doe, aooor41ag to the PARIS liiDI, and hae 

deol&re4 t hat there will be no oh&Dge 1n the Oo'fernaent' • 

f1D&Do1al polloJ. It 1e the uJI4eret&D41Dg of tllte paper 

tll&t De 1f114e reatpect beoauae he felt tile D&Y&l progru~ 

propoeed bJ the 111D1ater of the ••YJ •• eu.aerate4. 

BULLI!!. 

U.:Ln 

• .. 
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JR 

Secretary of State, 

Washington. 

405, ~c.y 23, 10 a .m. 

GRAY 

Btrl1n 

Dc.t td Mc.y 231 ,1939 

Rto 1d 8 145 C. ollh 

No. 31 FOR TREASURY FROU HEATH. 

83 

Tht quotations on tht tax ctrtificctts ~ith which 

undtr thE "nEw f i nonci al plan" tht Govtrruntnt is paying 

for 4~ of i ts ordErs--2~ in non interest btoring 

certificatEs dut in six months (olnss ont) and 2o% in 

thrEE ytcr otrtifioatts rtdttmablt at 112 at maturi ty 
I 

(class two) - - art tht subject of intErtsttd comment in 

thE prtaa and banking circles . Tht class two certificate 

dtclintd steadi ly during thE post wttk from 99. 1 to 

97-3/4 . ThE offtr wos lorgtr then t he demand. 

On tht other hand tor tht six months certificates 

or class one which corry thE txttnsivt tnx reduction 

priviltgts described in the ttlEgrwn No. 8 of April 1, 

tht dtmnnd is grtottr then tht supply which has rtsulttd 

in nn incrtnst Crom thE or i ginnl "curb morktt" quotation 

of 100-1/8 to a high of 104 . 6 last wEEk. So Car only a 

smnll part of the ccrtif1catta iaautd stem to havE round 

thtir wny to tht •curb" mnrktt o Tht mnjority haVE bttn 

hEld 
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-2- /1405 1 llay 2:51 10 a .m. , tram Btrlln. 

hEld by tht firms to wh1oh thEy wErE paid. 

Tht GovErnmEnt is still giving oloat study to thE 

problem ot:' Obtaining incrtaatd rtvtnUE trom tnxation. 

(END SECTION ONE). 

KIR!t 

CSB 
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P.&IUPIIIUU or tllllriOJII no, taa .uD roaa or 
m.ma•v •o. 401 or BY aa, 1131, rae. !D 
JJIIIU~ D'4 UY, BaLD. 

85 

I b&'U infora&UOII that ~e Oenlall Inetituh for Blle1-

ne .. Reeee:roll ... o:r4e:red. b)' ~e OoYftDaet to prepare 

a etu4.J' 011 the qu .. uon. U h wule:retoo4 that the In­

aUtute r~rted. that ~111 ooul.4 raiee or41DUJ' tax r..,enuea 

:troa the 1'7 .e b1111ca aarll:e oolleC111ed. 4ur1Dg the fhoel 

year recenUr ended. to 3!5 b1111on •rll:e w1 thOilt oaueiDI 

econoll1c 41 ffioul the, end pr ee-.1111 w1 thcnn &DJ' 4az18er011e 

public 41eeat1efaction 4e'1'8lopiq. It 1e UD4eretoo4 th~ 

the report reocmaen4ed. 1Dor•eee in both pereonal an4 

corporation inc011e tuee. In ad41tion, ther reo-eD4e4 

that the to'b&ooo tax be 4011ble4, which woul.4 brine in 

500 ll1llion u.rll:e ad41t1cnaal, Ul4 that there be nn aD4 

1Doreaee4 oon.u.pUCIII taxee, a tax of one aarll: per bettle 

of wine betna -one the latter. It h aleo UD4eretoo4 

that the Ineti tut;e reported. that w1 thOilt endens.nna the 

etabilitJ' of the finano .. of the Reioh, the public 4ebt 

ooul4 (p'adUallJ' be 1Doreue4 b)' 150 billion aarll:e. 

!here ~e bee 1nor••ed. r..Viot1one OD 11114 ~ortac­

of foo4etuffe, partioula:rlJ' ••te. The cauee •-• to be 

4hce1CIII ~ oonatca.rule euppu .. for etorace an4 to en 

1noreue4 oon.-pt1•e 4-4 ae a reeult of the srad11al 

1Do.-e 

.. 
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1no011e 111fl&Uou. In tile oaee of renr1oU 1111e oa pork 

there 1e tile a441U-.J. r .. ca tillat 11oc m.bere 4eol1Ae4 

throupOGt l&et rear u4 U 1e too earl)' for the reoent 

i ocr eaee 111 mmllere u4 bree41q operd1one ~o affeot 

market eupp11ee. 

!he J.oUq J.cr1au.ltval. J.Uaohe hu juet prepared a 

repor~ w:b1oh ehowe that a l.araer ~ball nonl&l e .. onal 

et oclt of • eat 1e held b)' German)'. In thie report 1e the 

forecaet that the preeent food u4 fee4 wppl1ee for 

Greater German)' are larp enough to prnent &n)' eerioue 

outr i Uonal 41f f1cu1Uee for the rear 18 118, &114 that tor 

& oona1derab1e period of tiM adequate nppUee ee• 

&llured, It 1e aeeertM i n tile report that food euppl1ee 

and pr oepeote are 4ef1nitelJ .ore faYorab1e than t h17 

were i n the :r-r 191•. For tha firet Je&r or year and 

& half of a wr, 1%011 a etr1oUr eupp1)' aD4 ree£Ye 

lt&Ddpo111t, it 1e etate4 Ger.ur 1111uld pro'bAly not eJf­

perienoe tm)' eer1ou food 41ff1oult1ee, nen 1f the)' 

111&1nta1n their preeent •nor•1' oon.uapt1ou baeh. 'l'he 

report oono1114ee b)' et&Uq that barri.DC aator .. -

oa~aetrophee, there woul4 not be much ohalloe of •etarY1&& 

out• Ger enr nen 1t a blooltade for t hree or tour yeare 

wee ..Utaille4. 
the 
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fbe eln&Uoe .. Ul&l.)' .. d. 1D the toncolJic report 

1a baee4 not oal)' OD the aoCNINl.&ted. r .. erYe etoolte, 

87 

t he better or~lsatloe and. produotlon of 0~ agriculture, 

but alao oa the l~oYed. or~lsatlon of dletrlbutloa, 

which would ooatrlbute toward. effioieatl)' utllislDc the 

food and feed. euppllee; t here bad. b- no real reeerYe 

atoclte in 1916, ancl UD.eqll&l ancl iaeuftioieat foocl clie­

tribuUOG th• oau.ed. great l o ... 

fhe tor-eta .a4e 1a thie report are for 41ainiabe4 

grain orope, but duriag the ne.rl two 110Dtbe the eltu&tiOD 

oe.n c ball&•· Bad weathc conditione for grain, on the 

other he.nd. , ueuall)' brlJic in a bette potato orop. 

liD or KISBI.Oii. 

][IliJ:. 

J:l : Lft 
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FEDERAl. ftDaRVII BANI( 

Ofl' NEW YOftK 

OFFICE CORRESPONDENCE 

oownomwi~~~n~L~•~------­
To-

FltOM-
"· .... , .• ..., . .__ ____ _ 

DA IZ 18 •• 

suBJcCT> t .V.II'Bota C:OIQIIIA! 101 lit a 

BAIIC OF l'IAIC.. 

•r• Cal'tcuel oalled at 111 II a••• tbillla waro aUll 

co1ni well tor th•J th., • are 1-''1111 tn -othtna wu,o da7 tUber 

1.n nerltn& or 1A dollua; w dq thalr 1a1A had b- ts,aoo,ooo, aa 

we would, ta dlao oouroo, obaal'Yo hi:Ma the pq~~•t• " oould raoohe 

tor tb•• lD \hat -00\toa, ho N141 ho -ted t o aalto .ura that 

we olau~ IID4el'otooe hta dolllro that " trNt thotr beleeoa wtth 

ua •• 'lfU7 .trtot~ -rldoDUel. ao ••• ooartDeed that tha\ ... 

our poltoy MJ~~otr llllt, awortheloao, ho tolt he lbould •llhaaiH 1t 

acoin. I u.urod hill that tho eoattdmUel otloractar ot all o ... tral. 

b111k operat1ooa wU b ua waa ol.oar~ IIDdar.Wod b1 wol7boq bora. 

I aokod aa w tho a moral. attuat1oa 1n aaropo aad Cortauel 

t houaht 1t waa aot YOrJ' lood. .. lNn, bo poreoael~ 414 not tool 

••1'1 ooatldoat tor the rNeoa that thara woro • eaT wild people whole 

action a could aeorar 'llo prodlotod. tonorclqt o oo..-1aa 1A BarUa 

had tho alaD1t1-H, ho tholllht, that t ho a ow anona••t • ••• 

Berlf..n a -ploh bo1d on ItalT. '!hta waa not aotu~ a cboaco 'llllt 

tl'OII now oa Barltn bad thla bold on J:talT b1 'lflnuo of a trNtT• Ill 

franco nerT"o~ waa q!l!n ODd oaliiJ t ho DOral ODd t1Jioao1al r-YO!'J' 

bt~1an1111 lan ln•bor had, ho thoulht, -o 1n t ho Dlek of ttao. 

t hq bad had a worT cloao 8b&wo lan JO&ro 

Q 1 I 'j J li 

Llllcn DC' • 
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5torctarr of 5t~tc , 

Washington, 

729, May 23, 6 P• m. 

PLAIN 

London 

Dated Mar 23, 1939 

Rto 1d 2:50 P• m, 

FOR TREASURY FROM BOT'I'ERWORTH, 

1 . -!utstions were again askEd the Chancellor of 

tlu: ~qucr in the House of Oor.IIIIOns tcday regarding 

thE B, I , 5. czech gold affair which Simon answered: 

"As I understand it an asset, gold, was held by 

the Bank of England for the Bank for International 

Settlements at Baslt , I ahould like to makE it plain 

that the Treasury did hear indirectly that it was 

believed that tht German Rcichsbank wert seeking to get 

from the Bank for International Settlements an wmount 

of gold with ~hich it had bun entrusted by tht czech 

National Bank, That is quitE outsidE the blocking of 

Czech assets . Consideration was given in thE Trtasurr 

to th£ question whether his Majesty's Qovcrnmtnt could 

in any way intervene . W£ bad no more desire to a t E a 

transfer than anybody else but the matter was quit£ 

outaidt thE Czechoslovakia restriction on banking 
account a 
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accounts act and it was clear that no such intervention 

would bt possible in view of the formal and explicit 

undertokin3s given in the protocols of 1930 and 1936 

90 

as to the immunity of the assets of the Bank for Inter­

national Sc~tlcm£nts from every form of interference or 

restriction. It is certainly not a fact that the 

Governor of trc Bank of England rcporta to tht British 

Qovernmrnt on a matter of this sort . It is a mistake to 

su~pose that t.ht Governor of the Bunk of England serves 

on the Bank for International Settlements because hE is 

a n6m1ntt of thE British Government . That is not so at 

all. HE is a nominee of one of the cent ral banks just 

as other eminent bankers serve on the boa rd. I have 

therefore bad this ~nformation not from the Governor 

of the Bonk. but it came indirectly, I think, from a 

continental source . As soon as I heard of it I ccn­

s1dcrcd uith my advisers whether there was any way in 

which we could put rcst~int on the matter. It was 

plain there v11ls not . It is clear that the London bank 

has got to obey the mandate given to it by its customer 

the Sank at Boslt . " 

2 . Asked whether his statement (paragraph numbered 

2 of my 712, Uay 19, 5 P • m. ) on loans to Spain also applied 

t ' 
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JIEB 

appliEd to crEdits undtr thE txport ortdit gunrontEES 

aot tht CllllncEllor of thE ExohEClUEr rtpl1td that hE had 

pointEd out thAt conditions wErt not euoh as madE tht 

raising of a loan in thE London mnr ktt a practical 

optration and nltbougP "Export orEd1ta art n stonrotE . . . 
ctutotion I think thE nnawEr covtra it" . It should bt 

91 

nottd thnt S~on • s rtply was mAdE txtE~orontously and 

thtrt ic no ourEty as to whtthtr 01 how long it will bold 

goud. 
3 . ThE raort optimistic mood of tllr city continuEs 

and thE London stock ExchangE has bttn firm with govErn~ 

mEnt bonds lEndi ng thE riaE, war loan for ExamplE closing 

nt 94-l/2. 
ThE forEign txchGngt markEt rtmnins innctivt. 186 

bars wtrE sold at gold fixing of which 18 wErt mnrriEd 

anc' tht Brull< ot Engl.o.nd gpvt . ita usual 50. R£quirtmtnta 

wtrE pro-ro.ttd at 83 ptrctnt . 

OSB 
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Storttary or Stat£ 

Washington 

GRAY 

PABIS 

DatEd XAJ 2~~ 19~9 

REo ' d ':28 p.m. 

996, lliaJ 2~, 7 p.m. (SECTION OIIE) 

FOR THE TJlEASURY. 

ThE rEcEnt incidEnt rEportEd trom Danzig and th£ 

totalitarian miLitary pact haVE appartntl7 rEndErEd th£ 

Pariti ExchangE and sEcurity markEts still morE hEsitant 
' 

and cl!-utious. Trading in EXchangE today wne on a small 

eoalt o ThE tund obtainEd a !air amount ot dollars through 

the Guaranty Trust. REpatriation or FrEnch capital 

continuEs and thE fund is ablE to obtain modEratE amounts 

or stErling and dollars almOst d&Uy. Th£ btlga wa~ 

unchangEd. ThE SWiss rranc and tht florin tmprovtdo 

PricE changES in atcuritiEB wtr£ almost insign1ticanto 

BULL ITT 

El4B :JRL 
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RPP 

Secretary of StatE 

Vlaob1ngton 

GRJJ 

Paria 

'Oo. tEd IID.y 231 19:59 

REO 1 d ' p ,n , 

996 , Hay 23, 6 p .n . (SECTION 'mO) 

ThE Frmoh f1nonc1al prEBG shown no particular cn­

thuo1aao r,gnrding thE ougscat1ono ~ad£ 1n thE LONDON 

FIHi.J:\li/.L )'l~H of ycstErdny tbct thE tr1pn•t1tr oonttnry 

agrt•ntnt ahouln bE nod1f1td ann cxtcndtn to covEr ayattm­

a t1c exchange of 1nforoat1on about ~E noocta hEld 1n 

t ech othEr'o ocntrca by thE not1onolo of thE port1c1pot1ng 

countr1ta , and an orrongtocnt WhErEby thE currtnc1Eo of 

thE tr1port1tE agrcromt uould enjoy thE nutuol support 

ot thE port1c1pot1116 c;ovcrnr:u:nta . ThE nnnnc1al ohEtt 

1ntoroot1on obaErVE~ that auoh a rrcntorctntnt of thE 

agr££Utnt uou.l<\ Ev1dmtly tend to t ac1l1tntt the dtfEruiE 

of a tcrl1n-:; c.nd uould aubot1tutt cJ\ "all1anct" tor th£ 

•oonctnry pact of non-a36rtoa1on" · 

(END OF ME3S/>GE) 

1 BTJLLI"'l' 

OIB:.mL 
.~t' ..... 
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PreltDtl 

H.X.Jr: 

Blough: 

B.K.Jr: 

Blough: 

H.M.Jr: 

Blough: 

H.K.Jrl 

Gaaton: 

H.M.Jr: 

Xr. O.etOA 
Xr. Wbite 
Xr. Dutt1eld 
Xre. Kloh 
Xr. Bloup 
Xr. Xob)'II014e 
Xr. llaae 
M188 BWIJ)hl'1ee 

llo7, wbat I want 70u to 4o 1e- 1t 7011 111 dt 
and take thie - 'llbat I '• go11lg to 4o 1e to read 
a paragraph at a u .. , aD4 then JOU tell ae 'llbat 
there 1e 111 that that &117~ wanh obange4. Aid 
thia 1• the lut t1ae oYer, eeet 

It JOU 111 g1Ye ae a 110aent, I 111 g1Ye lira, Klota 
a OOP7• 

She baa ODe, 

I aeen ot the etateaeat 1teelt. 

low, eYe1'7bod7 beret 
thea atop, JOU eeet 
this thing. 

I 111 read about a page aa4 
Certain people ben .. en 

You ooul4n 't gin lloRe7J10lde and Baaa a OOP7, 
wbo baTe not .. en 1t, eo tbe7 could tollow 1U 

I ba.,. one •re OOP7 here. 

Xre. )[lot& baa beard 1t, eo ebe kJion, 

I could go to rq ott1oe and p1ok 1Q) a OOP7• 

lo, tbie 1e all right. Let CJeorge an4 Jlao e1t 
together. 'l'hie baan' t beea goae oYer e1Doe J•e­
terda7. 

1 I appreciate tb1e opportw1J.t7 to ~ear betore 
JOUI' o-ittee to dlaou .. with JOU oerta1D brollll 
t1aoal probl.-• and oerta1D epeo1t1o taz que­
Uoae. 

1 'l'ax propoeale •• •• • 
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Oaatonl 

H.M.Jrl 

Blough: 

H,M,Jrl 

Blough: 

- 2 -

Nov, question nu.ber one: should I reter to 
the March Jrd lettert Come on, let '• 110ve. 
Sbould I 1a7 •In oo•pl1anoe with 7our requeet 
ot Karch Jrd, I • ••• • 

No, I think it 70u reter to an7 letter JOU ahould 
reter - it the7 aend JOU a letter 1nT1t1q 70u 
to coma uy to1110rrov, JOU •1ght reter to that, 
but I don t think it 1 a neoeeear7. 

All r i ght . It'• going to be verbal. 

•'!'ax proposals cannot be d.1aou11ed oomprehensivel7 
except i .n relat1onah1p to our whole nat ional and 
t1BoR.l position. We are nov 1n the tidat ot a 
world eituat1on vb1oh 1mpoaea on th1a Oonrnment 
a special reeponaib1l1t7. Ve muat de110natrate 
that a de110oratio govern~~ent hae the power and 
the tlex1b1lit7 to eurTi ve a prolonged crisis and 
chaotic world conditione with the s trength ot ita 
tree inst itution• unimpaired. PraaerTat1on ot our 
democratic torm ot government over a long period 
ot 711ara raquiree, i n •7 opinion, a tiaoal program 
vb1oh has a tourtold obJeotivel (l) promotion 
ot tree enterpriee and private inveataent; (2) 
atta1naent ot tull busineu recover,; (J) main­
tenance ot our public t1nanoee in a aound and 
unaua1lable poe1t1on, and (~) a j111t d.1etr ibll­
t1on ot tax burden• and a 110re equitable d1etr1-
but1on ot national 1nooae. • 

ADTth1qt 

Yee. Mr. Ba1l1e would change the wrd • Just • to 
1 w1ee.• 

What l1ne, pleaeet 

\'h1rd l1ne troa the end ot that paragraph. It 
begins •unaua1lable poe1t1on, and (~) a Just 
d.1atr1but1on • •• , • He would ohall8• that to •nee• 
and would introduce 1n the next line attar •and " -
0 burdene and ooneequentl7 a more equitable 41e­
tr1but1on ot national 1noo•.• So 1t wuld read 

• 

Regraded Unclassified
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H.X.Jr: 

llhittl 

H,IC.Jrl 

llhite I 

Gaetonl 

K.M.Jr: 

llotr.: 

H,M,Jrl 

Gaeton: 

H,M,Jrl 

- ) -
•a v1aa dhtr1bat1on of tax bardene and oon .. -
quentlJ a aore equitable d1atr1but1on of naUooal 
1noo ... • 

'lfe:ll, tbat'a Juat - he wanh the wl'd •wt.ae. • 
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!bat olwle•• Cbe MaD1D$ of u nr, eubatantiallJ. 

It do •• ' llbt' 
Beoauae the d1at1nat1on beCW.an t he - what gener­
allJ h aeant bJ a Juet d1atr1bution of tax 
burden• relatea to a queat1on of a ph1loaophJ of 
heY1Dg Chon P&J the taxea who oan ben bear thea, 
and 1t'a a queat1on of JueC1oe, of eth1oe. rhe 
queat1on of •wt.ae• 11 a new note 1ntroduoed 1a 
tax ph1loaophJ that I thlnk people a1gtlt look 
alkanae at - aoaethlng aeant that 11 not obY1oua 
on the aurtaoe, l ook• a blt auep1a1oua. 

IUght be Maah1aYell1an rather thao Juat. 

Getting r ather deep, aren't the,.t 

(Laugha) • 

o. 1:, 

I like 1 Juot• better than 1 w1ee.• 

Y.bat about 1 and aonaequentl7 a aore equltable" -
lllb&C about thact Y.bat about thact ~ .... and ooD­
aequentlJ a aore equitable d1atr1bution of 
national lnao ... • V1ll a Juat d1etr1buC1on of 
tax bul'dena ooneequentl7 gi•e ua a .are equitable 
•••• 

Dllffllld: lot neoe .. arUJ. 

Baae : .ruat and equitable aean the eaae Chlne· One 
~;~pllee co d1atr1but1on of national 1DOO• an4 
the other co dletrlbutlon of tax bQrdane. 

Y .. , and the otblr co burdene. lo, I -ldn't &AJ 
10 neOIIIarllJ, I O&D OODOilYI Of a OODfllot Of 
1Dt ereata tblre at 1:1 .. 1. 
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Blough: 

White: 

H.K.Jr: 

Blough: 

Vh1te: 

Blough: 

H.M.Jr: 

HoR: 

Blough: 

Oaaton: 

H. M.Jr: 

H. M.Jr: 

Ht.aa l 

- 4 -

The beaui7 ot ~· ie, Mr. 8eoreiarJ, it 1e the 
ouetoaar7 ¥aJ ot eiaiing a certain tax ph1loeopbJ. 
Wouldn 1i JOU •&J thai vae true, Ro7 - 1 Juai dh­
tri bu. Uon 1 t 

1Juei dieiri'bu.tion ot tax burdene1 ie. 

And 1a 110re equ1tabl.e d18tribut1on ot national 
inoome1 ie a phraee that goee together with that . 

Thai h in rq pre"rioue epeeoh. 

Ma:T I orall7 explain that Xr. Ba1l1e teU thai 
Xr. Ranee didn ' t lU:e that ae it nande at all. 
He telt he wuld 1U:e U better 1t the wl'd 1ooD­
eequent171 were in there, That vae one ot the 
ooneideratione he had in mind. 

Xr. Ba111e wanted it beoauee he thought Xr. llanee 
110uld like it better, vae that 70ur thought! 

There vae a good deal. ot that in U, 

Vhat did 70U ea7, Maot 

I 1U:e it noh better the ¥aJ it ie. 

8o do I . 

8o do I . 

I like it better beoauee Mao 1ikee it beoauee 
Ba11ie ea7e that Ranee doeen•t. (Jocularly) 

Don ' t take thet . 

Ie that about r1ghtt We need a litt1e treeh b1ood 
around here. 

Thare 1 e a queet1on on nWiber two. It e&Je 1at t ain­
aent ot tu11 'bu.eineee reoo"rerJ. 1 8oaebod7 aa7 
wonder what JOU mean b7 that. To eoae peop1e 
U aeane tlll1 e8p107J1ent . You ..,- want to uee 
1tul.1 e~~p1openi1 rather than 1tu11 bue1nel8 
reoo"rer7. 1 
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Vb1 te: 

B.M.Jr: 

llaae: 

Blough I 

li.M.Jr: 

MeR: 

K.X.Jr: 

Baaa: 

98 

- 5 -

I 111 tell :rou 1lhG w thought 1D that oouneoUon. 
that troubled ua a little b1t baoauee eoae thought 
that where 7011 set tull eaplo,aent 1e 111 totali­
tarian oountr1ee, which oan set tull eaplo,.ent 
aerel7 b7 Mana Of • •. , 

ADd aleo, George, the Yer, queat1on 1 11hat 1e a 
tull b\le1DaU r800YirJt 1 - the fact that 1t 11 Yaglll 
11 good, beoauae I don 1 t know what 1t 1e. lo 
:rour ra111ng the point aaltaa 1t good. All r1ghtt 

o. '· 
Do we eq 110 to Xr. Ba111e'e t1ret euggeet1ont 

Bo. Doee a117bod7 want to ra1ae anJthillg 1n th1et 
this 1a going to be , ae tar as I ' • oonoamed, the 
last tilae oYer. All r1gbt on that paracrapht 
0. I. Don't ea7 an7th1ng - qu1olt, now - the bill 
1e paesed. 

1 8uooeeetul operation ot deaocrao7 deaande that 
all tour objeot1vee be eol1dl7 l1.Dked together. 
When we consider a117 epso1f1o change 1n our f1eoal 
prograa we muat aat11t7 ouraelvss that the change 
aaltes t or a better and not a woree d1etr1but1on 
ot tax bllrdane and of national 1Dooae, that the 
change proaote1 and doee not retard bue1nese re­
OOTerJ, and that the change aaltee euler and not 
aore d1tt101&lt progreu toward• t he eetabl1ehaent 
ot a balanced relat1oneh1p between reTenuee and 
expend1 turee. • 

Well, lloRe7110lda and Baaa - an7bod7 want to ra111 
aDJth1Dg beret 

1 rull atta1Aaent of these obJeot1Tel 11 d1tt1oult 
at beat. It 1e made more d1ft1oult •••• • 

How do 7011 11lte the va:r 1 t start•, Maot 

I l1lta 1t. 

Oeorge t 

I l1lte 1t TlrJ III&Oh. 
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.. 

H.II.Jrl 

Vh1te: 

H.M.Jrl 

Gaatonl 

H.M,Jr: 

Kcl\1 

Blough: 

H.II,Jr: 

es 

- 6 -

1 rull atta1naent ot theee obJeot1••• 1e 41tt1calt 

at beet. It 11 •41 110re 41ft1cul.t b7 a new &114 

oa1Doue d_.elopaent 1D world atfa1re - the a~nt 

raoe nov gr1pp1Dg the t.portut D&t10ill of the 

world . Great Br1ta11l 1D the preeent f11oal 7'1&r 

11 epead1ng 13,000,000,000 on a111tary ezpea41turee, 

or al-•t 50 perceat of Ue ut1oD&l bu4clt; rranoe 

11 de•ot1Dg o•er 4v percent of 1te uuonal go•el'll­

aental ezpen41tune to the eaae pll!1)0ee; Ital;r, 

50 pero111t; Gel'll&ll;r, probabl:r 60 percent; Japu, 

o•er 70 perc111t . Tbeee huge explll41turee are be1ng 

t1ll&lloe4 largll.:r b:r borrcv1Dg. The race 11 be­

ooll.1ng •ore 1Dtenee aDd 1:bere 11 no 1114 1D 11ght. 1 

llov I 1a go1Dg to ra1ee a fwul7 po1at. Doee that 

4et1n1tel:r f1t 111 with the vbole t~ 

I th1alt eo. I th1nlt 1t doee tor th1e reaeon. It 

llakee TOUr fleoal prcbleu aore acute, 1t lllltee 

the neoeea1tJ for e~n111g the p1otare ae a whole 

greater. It pa••• the ft7 ... thereb7 pa• .. the V&J 

tor :rour reoomaen4at1on of ~•1ng one ooalllttee 

IXAII1ne both. We 1 re getUng 11lto 110re trcublOUI 

u. .... 

You th1nlt 1t et1olte out Uke a eore tbullb , Berbertt 

I 4on 1 t th1nlt 1t et1clte out like a eore tbuab. 

llo , I th1nlt U 1 1 a factor to be talten 1nto oonl1dera­

t1on 1n the llbole t1eoal p1oture of th1e Go•em~~~nt, 

ae of othere. 

I'•• been 4T1DS to 1&7 1t. 

I th1nlt 1t '• def1n1telT a part of 1t. 

I 1d l11te to report 011 that, vh1le I 414111 t want to 

put 1t 1n bere except 111 0111 111&11 place, that 

Xr. 8a1.Ue and Xr. Shoup both felt that the fore1p 

preble• vae a little ont--.-phae1&e4, that there 

vaa eort of a let-dllVIl later on after etreeelnC U 

eo heartl7 at the beg1M111g. 

Well •••• 
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c 
Duttieldl 

1fb1t e: 

MaRl 

1fb1UI 

Ge.1tonl 

1fb1tel 

B.K.Jr: 

1fb1tel 

Blougtu 

H.X.Jr: 

Bloug!l: 

li.II.Jr: 

Bloug!l: 

! CO 

- 7-

!hat ngenioa rabe4 1a ~ 1111111 the tboupt 
tbat when w wrote th11 the 11ltemaUollal lltuaUon 
ftl •oh MN .-lJIODI thaD 1t ll- ~eare to be, 
aD4 I 4on1t llllow ~ther 0111' tone reneoted t!lat 
baokCJ'Oall4 MN thaD 111pt be •• • • 

You ••an thaD U appeare to be todal• !hl• ~eoh 
11n't FillS to be g1Y• tor twu dal•• 

It a&7 be wor1e b7 then. 

t lbou1d ~ U 11 eUll MN oa1llolle beoanM of 
the quiet, J••t like before llaroh 15th. Re-ber 
bow quiet 1t we thent 

Bitler'• alwaJ• been obliging up to dlte. 

Be'• eUll healthJ. 

low, the gentleaua that wa 1ll two a11l'Dtee ago 
ea1d, •Bow do JOU feelt We 1Ye had one quiet ""·" 

I ea1d, 1 Atter we 1ft had three, ooM around an4 ••• 
••·" On the 1nternat1onal e1tuat1on. 

I 4oD 1 t thilllt- 11hat ~ obJeot 11- I don1t th1111t 
that people Nalhe wbat 1t aeane to a 001Uitl'7 -
th1e terr1f1o defio1t t1nano1DC tor araaaenta. 

Jut th1Dlt wbat 1t •an• to 1n«lall4 to aMildon bar 
pol1D7 an4 'Qildertake that aap1 t'Ddl of &l'UHnt 
e:xpen41t"DN. 

I'4 like to report that llr. 'ftaer 11114 llboup don't 
Uke 1 ¢pp1JlC" 1a the foarth 111le. 

Wberet 

rourth l1ne of the p&J'&SNPh - pap 2 - •the aru­
aent reo• aow 111'1PP11l& the 1aportant naUone of 
the worl4. 1 !be7 obJeota4 that a race 4aaan't 
grip people. 

What WQlld the7 • .,., 

'Abeorb1DC1 or eoaeth1DC llke that. 
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But Kr. 1lb1 te - llal'r7 tb.1nlte tb.at rae .. do grip 
p.ople. 

101 

Durtieldl I agree with Vh1.te. 

Vb.ite: Duttield and I object t o equeer.1Jig ell the color 
out ot it. 

K. M.Jr: How about •the wite race" ' 

notr.: 

Vb.ite: 

Oaeton: 

H.M.Jr: 

White: 

H.M.Jr: 

Vb.ite: 

K. M.Jr: 

Wh1 te: 

K. M.Jr: 

(Beart7 laughter) 

You 're getting good. 

But Herbert tb1nlte it rtolat .. good vrit1ng. 

I'• not ver7 etrong tor it, but I couldn't th1nlt 
o t an alternative tb.at wouldn't be nat and colo~ 
leu. You could u.:r l the &Nalllent etruggl.e1 or 
•armaaent conteet. • !hat a1gbt be a little lee• 
a1xed. 

I don 't tb.1nlt U ' • il!lportant. 

I tb1nlt 1t deeor1bee exaotl7 vb.at ie happening 
tOdaJ. 

It etqe 1n. 

We won't over-eell 1t. 

An7tb.1ng elee 70U goU The Jew Yorlt bo7e are doing 
ewell eo tar - r.ero, r.ero. 

Onl7 the eeoond inn1ng. 

•ror us tbeae developaente preeent the danger that 
the7 aa7 involve ue 1n i noreaeed ooet tor national 
detenee here and tb.at the7 .. 7 reeu.lt 1n aonet&l'7 
inetabillt7 ab road, dhruft1on ot our toreign 
co-roe, and verbaP•·... - now, tb.1e tb.1ng bae 
bothered ael land perilape other uneettleaente. 1 

Qu'eet que o 1eet que oa' • ••• • and perbape other 
uneettleaente.• I don't know W&t 1t aeane. 
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n oould -• •'· 

I .... U; looke to .. lU. eo• 
tbere. 

Yelo I don 1 t know wbeJa 1t ONpt ln. llqbe U 
wa• there al.1 &he Uae. 

1 Cr1ppe4, • dld be ,.,, 

W.U, earller lt ... eYen liON 011'-• ead &hla 
wa• aD atteapt to aake 1t a little 1111 oalDOillo 

n t.pllee lf wa c•t lDto war ouraelna. 

!bat1 1 wbat lt Malle. • •••• 411MJ1tl011 of our 
fONlp 00-r01 1 the OOnllqulnOII Of 11bloh WI 
o-t ~ pre41ot. 1 

Put the word 'and' before 1 dllrupt1on. • 

But I want to lea•• out 1 perhapa otber UDiettleMDta.• 

You ••• 'abroad and d1arupt1on of 011r foralp 
-•roe.• 

Bow doll lt read nowt 

• •••• aonetarr 1Datab111t7 abroad aD4 41arupt1on of 

011r forelp oo•eroe. • 

Put ea 1 and1 before 1 41arupt1on. 1 

Aren't 7011 colDC to ieaYe •oon11qu111011 of wbloh. ••• •t 

v. ha••· 
I •••• 

I th1n.t 7011 oea lea•• CNt the word •torelp' before 

'oo•eroe, 1 too, 'lltlloh ~d be YIJ")' tne. !bat 

would 1Dolu4e both forllp and doMatlo. 

• •••• and 41arupUon of our oo-roe•t 

• 
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Vb1te: Y ... 

JI ,M,Jrl 

Oeaton: 

B.N,Jr: 

Bl ough: 

ltlotz: 

H.K.Jr : 

Bl ough: 

B.M.Jr: 

'l'hat 110Uld be both. LeaYe out the '110r4 •tore1p•t 

Yee. 

•In th1• oonneot1on, 1t ia 1DtereetiDC to note that 
1n our budget tor th1e thoal rear •liP•D4Uuree 
tor paat vara end national detenae are al~at one­
fourth ot total expen41turea. • 

11hat 1 a the- I don't reaeaber the naae ot JOur ... . 

M1aa Bw.phr1ea. 

Bw.phr1ea. 

She 1111ght aa well do thh. 

(On phone) Aek X1u Bw.phriea to oo .. 1n, plea••· 

'l'here 1 a a ohanoa ot Xr. Doughton ooa1ng down tonight 
and I want to ahow h1a th1a. Do wbat rou d1d before. 
Aa we olear a page, ld.Ye 1t to X1u au..phr1u. 
You'•• got 1t, haYenTt rou' 

Yea, air. 

Ve1re on page J. 

•Ro proper aolution ot &DJ •aJor problea taoing th1a 
Go•ernaent toda7 oan be aoh1eYed without full oon­
a14erat1on ot the 1apaot on ov oountl'J ot the 
preaent 1Dteraat1onal or1a1a. !he uaaiatatable 
1apl1oat1oa ot the 1Dtarnat1oaal a1tuat1on 1• that 
.. abould 11•• aer1oua atteet1oa to our tuture 
thoal poait1oa and redouble our ettorta to atta1D 
full reooY•l'J• B1gh Dat1oaal inoo• an4 a aouD4 
t1aoal poa1tion are ••••nt1al to adequate national 
detenae. • 

llow that MDtiDOI I like '1'11'7 auoh. Oould .. h1&b­
l1ght thatt '!'hat oouldn 1t be a a.parate paragreph' 
Let 1 t Juat ataad out aa a abort anappf .. nteaoe -
1B1gh national 1aooae and a eouad t1aoal poa1t1on 
are ••••nt1al to adeqaate national 4etan••·" 
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R. M.Jr: 
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U lt1D4 of 'beloatr• 1Jl tbat parap'tlph. 

It 111D1t lol1oall7 separate. 

All rlpt. 

1lt h aga1net tble ~ tbat W NUA111DI 
onr t1eoal prograa, • 

AD7 qaeet1on on tbat paragrepht 

On tbat page, t1ret eeDtenoe. 

Xr. Ba111e waAtl tbat t1ret aentence on pep J len 
out. 

1 llo proper eolut1on • • •• •t 

104 

Be teell tbat )'011 oYer4o the tore1p aDd thet 1t 70U 
lean that eentence out theN 1 t will help. Xr, GNen, 
b&U, OD tbe Otbar haJid, waAte 1t 1D, 8o the7 dle­
&Cl'eed on tbat. 

Vell, here'• the th1ng. \'he onl7 Naeonebl e e:q~laDa­
tlon - the cml7 explanation an7bod7 atteapte t o g1Ye 
tor the pNeent depre .. 1cm we are 1D h tile 1apaot 
ot the t oN1p dtaaUon on our ow, and 1t t or no 
otller Na- 1 think 1t 1e. aoo4. al.1b1. 

\'hat' • be"er. 

Seet 

Good al1b1. 

(J:1ele7 han4e B.X.Jr. a .... age on another nbJect , 
11h1oh B.X.Jr. brlen7 cU.ou .... ) 

low, WileN wre wet 

r1ret ~ on pace J. 

Take tbat eent enoe oatt 

Well, tbat'• wtlat - 1'• Juet NporS1Jll, ae 7011 aeked, 
Xr. lla111e1 • teel1nge. 
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The whole paragraph' 

No, Just the tirst sentence. 

I like it, don ' t 70u, Herbert - that t1rat eentenoet 

•no proper solution ot an7 maJor problea racing thie 
Government todq can be achieved without tull con­
sideration ot the impact on our oountr7 ot the 
present internat ional crisis.• 

I think I like the sentence. 

That ' s JOUr transition. 

Mao' 

MeR: 0. X, I wouldn't think ot leaving it out. 

H.~. ~r: 

lthite: 

H. M.Jr: 

An,thing else in that paragraph' As George sa7s, 
that's the transition. • 
"A rundamental obJective or sound finance clearlJ • 
is a balanced budget. There is , ot course, no good 
reason why taxes must exaotlJ balance expenditures 
in each specific Jear an7 more than each month, 
each week, or each d.q. There are periods duri.ng 
which sound t1acal poliOJ calla tor an excess ot 
outgo over income, and others when it calls tor 
an exceea or income over outgo. In a depression 
it is inevitable that there will be deticita. 
Revenues decline at t he same time that the r ederal 
Government i s called upon to assume inescapable 
social and economic burdene. It, however, detioite 
are too long continued, the depreae1ve erreo1ll or 
unoertaint7 tend to aalte reccverJ 110re d1tticult . • 

I like that sentence. 

Don 1 t 70u think that might be a paragraph beginning 
with 1 It" ' In JOur reading I think it would be 
bette r . 

It 1t could be, it would be good. What' 

I thi nk eo. 
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l!hlJ'e, 

'fee. 

•It, ho-nr, 4et1o1U are too loDC ooU1a111Cl, ~ 
4.-pr .. llYe ettlotlot 11110ena1nt7 telll4 to !lake re­
ooYer)' 110re 41tt10111 t, !be eequel to 4et1o1t • 111 
e .. rsenolee eboul4 be eurplueee 4urlllg 71are ot 
proeperU7. That •• an4 h one ot \be broad 
purpoeee of NeklDC to ra1ee the national 11lo0111 

106 

to a hlp lenl, tlme ... ar1ng reY._ sreat •IIOUP 
DOt 01117 to en4 ~ det1o1te tlblch bepn 1ll 1931, 
but aleo to re4aoe the pv.bllo debt. 1 

Qulte a little b1t ot waeeung 1ll tbere, 110et17 
b7 Mr. Ba111e. Be 4oeanTi like the one •there are 
per1o4e during 11hlch eould t1eoal pol107 oalle tor 
an exoeee ot outao O'rer llloo .. , and othere wbeo U 
oalle tor an exoeee ot lDOo .. OYer outao, • beoaae 
be teare that 70U thereby gl're ;rour appro'ral to 
det1o1 t t1nano1JIC. But kr. CJreenbawa doee DOt agree 
with Mr. Ba111e. 

Well, I acree with llr, CJreenbauJI, 

What are ;rou 4o1og 1t ;rou' re not do111g thatt 

That'• unreal1et1o. 

You 11a11t .. to report theee eYeD though the7 eeea 
e1ll7 to .. , 4oo1 t ;rout 

Lleten, plea•• - an4 4oo 1t let an7bo47 - I .. an U 
a&)'be upleaeant, bat I'D r1&bt ahead. It'• oot :ro•; 
;rou're reponing what Uw7 ~t. 

That'• the 1dea. 

We'll ha're llre. nots 4o u next. 

.U ebe lU.e. 

low, next to the laet eenteDOe on tbl pace: •!be 
eeqael to 4et1o1te 111 ... rseno1ee ahculd be eurpl•••• 
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:c1 

- 1 .. -

dur1ng rear• ot proiiJ)er1t17•" Xr. Ba111e teele tbat 
r ou 111a7 not be able to wa1 t untll rear • ot proe­
ferUr and that 1t 'IIDuld be better 1t 1t read 

The eequel to det1c1te 1D eaergeno1ee -.et be 
eurplueee 1t the naUoDal ore41 t 1e t o reaa1D un­
s..pa1red •• 

Vell, th.11 1e the part ot the etutt - bow cch ot 
th1a 1e actuall7 the Pree1dent' e own wr1 t1ng, I 
don 1 t !mow, but I haYe no doubt - I aean thh 1e 
the pattem which w'Ye 11Yed up to. It'• lUte: 
'ldUch oo•• t1ret , t he oh1oken or the •a' Ve'• • 
done th1e now eo long •• • • ~. 

llow, aore t.portant, be part1oularl7 41e1Utee the 
next eentenoe : "That vae and ie one ot the broad 
purpoeee ot eeeking to ra1ee the national 1nooae to 
a h1gb leYel, tbue aeeur1ng reYenue •• • • • and eo on. 
I told h1m where that eentence came troa and he 
et1ll 41dn1 t lUte u , and he felt thet 1t negat1•8d , 
the reet of U, that tlme far the 1dea baa been, 
let '• trr t o get a national incoae througb aoou 
fhcal pol1o7, and here we 1re go1ng to get t ba 
fhoal pol1o7 through an increaee 1n the national 
i noome; that 1t beooaee inooneietent. Bow, Xr. Green­
baum agreed with tbat, but he felt that d nce the 
Pree1dent bad written tbat eentence 1A, that that 
... that. 

That bothere ae eo little coapared to eoae of the 
other bothere. Doee it bother rou, Georget 

llo . 

Jo. 

Xact 

~. 

I don't th1nlt 1t'e 1nconehtent at all. If ,our 
fhcal pol1c7 contributee - ,ou '•• sot to baYe th1e 
80 b1ll1on dollar 1ncoae anrwaJ - if JOUr fholll. 
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pol1o7 oontl'1buhe to tllat, that '• on. '11a7 of 
getting u. 

But U'• eon of 1Uea w need tbe neoal. pollo7 
to get tbe nat1o11&1 1A-, 8114 w need tho Dat1CIIla1 
UOOM to get tbe tleoal. pol107. 

lo that - whioh etep 4o rou take f1Ntt 

•o, a 1o11 of faotON 1A eoonoaioe are 1Ahrdepen4ent. 

The reaeon Jake V1Der obJected to that etrenuoue1J, 
aod of oouree I th1Dlt w a11 41d, wae that 1t 
aeeuaoe tbat the broad pupoeo of getting a h1Sh 
aat1oruU. 1Aooae wae Jut to ba1anoo the budget. 
But he oou14D 1t rephrue 1t aD7 otber 'lla7• Ria 
obJection wae OD other grounde, but • •• • 
1 fhat wae &D4 1e one of the broad purpoeee ••• • • 

8&7• 1t 1 e one of the purpoaee. That 4oean 1 t aeea 
to ••· ••• 

H.K.Jr: 1 •••• one of the broad pu.rpoeee •••• 1 

Dv.tti eldl Yea. 

Blough: Be aaid that wae a nrr 1Do1dental part of u. 

Vh1te: 

Well, bere !IbiD 70U 80 OD - I aeao the Preddent 
eaid 1aet n1pt - he eaid he 1an1 t so1Dg to out 
&07 e:q~en41turee. I 8&7 the 01117 bope of beJeno1DC 
the budget, ezoept to whlatle 1D the dar1t, h to 
get tho th1Dg up, pt eaoup Nn- eo w oao. 
fhat 1 • the oD17 thlag I oao haog on to. 

One oou1d ll&ke eenae out of 1t 1t rou ear 70u want 
to ba1aooo tbe bu4pt &D4 rou 4on ' t want to ouna11 
e:q~end1turee. Ia order to 4o 1t JOU 1Ye sot to baYe 
a h1p nat1oll&1 uooao. flw aponant th1Ag 1e that 
rou don't want to oarta11 e:q~on41nree. nu.tore 
70U can Bake th1e one of tbe broad purpoue. It 
OOQld be dofea4e4. 
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Well, :rou 1N repeat1Jig 11bat I Jut ea14, 11101'4 tor 
11101'4. 

1C9 

I aeaD JOU 1N a 11\Ue bit .ON gr d1oal lut.,., 

Or druauot 

lot •gramaat1o• but "dramat1o.• 

Don 1 t JOU th1Jilt he 1 e that ~ - he 14 aake IIIIOt~r 
RooeeYeltt Herbert aD4 I mow that, 4on 1t we, 
Berbertt lot that ~ 1 1 a RooaeYelt; but welye eeen 
that happen eo ott1111. 

411 r1pt, now we go on to the nen. I th1nt that -
I oan be that auoh •••• 

Before go1..ng on , Ill'. Ba111e 1110uld 11lte to get baolt 
1n the 1entenoe that ued to 1a:r •we cannot face 
an endle1e .uooe1e1on of goYerDaental def1o1tl and 
IIIM'1Ye &I a 4etiOOl'&t10 people. 1 Ill'. GNenbaua 
agNed to that, but he teaN4 the NYh1on a1ght 
not be 1n hal'IIOn:r with the Pree14ent 11. 

Well, the PN114IIIIt out that out. Be ea14 to .. , 
•Do JOU aean to IIJ that 1t we han a 4et1o1t of 
144,000,000,000 4eaooran:r 11 go1..ng to diet You 1N 
oraz:r. • 

Be 1&14 1 endle11 1uooe111on. • 

lo. 

Be out 1t out, no qu .. t101l about that. 

I want to telte eYer;rth1na the:r ea14, chew 1t oYer 
once aore. But I want to be able to ebow th11 to 
the Prel141111t, 1t neoe .. ar:r, 1JI h11 ow Wl'1 t1Jig, 
and 1a7, "'l'hll t1r1t halt, llr. Prel.14ent, 11 a1 :rou 
oorreoted 1 t 11101'4 tor 11101'Cl. 1 

1In oarr;r1..ng out our thoal pol1o:r 1t -14 be helP­
ful to han •oblner:r wblob -14 aore tull:r 
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ooordJ.Date ov.r effone. It 1e not the prerop.t1Ye 
of llllJ' a41111l1etraUYe d~al"heat to -.ke eacseeuoue 
to the leg1elaUn branoh of the goYel'llllat for the 
oollduot of 1 h 110r~, bat I aa ell1"e :roa wald wteh 
•• w be f1"aalk 111 easseeuq-.,. ot ea~uac 
41ft1ou1Uee 11h1ah I bel1eYe DOY aUeD4 the Jo1Dt 
efforh ot the Yare aD4 X.ane aD4 J'1Danoe Coaatne .. 
and the !reaeul"J' Departant. • 

Didn ' t ban anrth1ng there, did the:r' 

Jo, exoept that 1 I aa eure :rou ~ wieh ae to be 
frank •••• • - plll"elJ' a aaner ot taete. 

Ala I not right that that 'e the Preddent ' e ova vordet 

I think :rou 1 re l"igbt. 

llaaa: !here 1a tb11 quUUOn 1D oonneoUOD with that. In 
the etatute I'• prett:r eure 1t requiree •••• 

B.M,Jr: You're qu1h right , Oeorp. Ye ooae t o that . 

1 If, for 1netanoe, the Yare and Xean1 and Appropr1at10DI 
Coaaitteu of thh Bou11 and the 1'1D&Doe and Appro­
pr1aUone Co•Uteee of the SeDate oould aeet eaoh 
1e111on u one Joint ooaaUtee on thoal pol1oJ', to 
oondder the oYer-ell aepeoh of the e:~pell41tv.re aD4 
rennue prograa1, 1t.p11t1oat1on and creahr efflct1Y~ 
neu would reealt. !he ~dget Act of 1921 eet up 
a prooednre tor the orderl:r for-alati on bJ' the 
1Jteout1 Ye ot thoal propolall &D4 for their eut.iu1on 
to the Congreu ae a un1tUd badget. lo ooapar.abll 
proo1durl hal been 11t up 1n Congre11 tor oonl14er1Jia 
1"eYeDUII and elq)8D41tv.rll together &I two 1Dtlr­
Nlatld aepeot1 of a e1ngle probl... I bopl tb1e 
ooatttee will agree with ae that -e 1110h 1DDOYat1on 
would 1aproYe the eft1oieno:r ot the OoYel'IUleDt. • 
Gee whi&, 1t • 1 a long paJ"&Cl"&Ph. "B:r proY141ng tor 
a prel1a1Dal"J' leg11lat1Ye oon11d1rat1on .of the oYer­
all p1otv.re of 8PP1"0Priat1on and NYIDUe aeaeure1 
1t would p Ye Congre11 a broad per..,eou" ot thl 
lt&h Of the 0oYenaMJlt 1 e t1Jl&DOII &D4 pe:rwi t & 
blUer eftiUotll ooord1Jl&UoA bltweeA the exeout1TI aD4 
the leg1alat1n branohel 1n th11 field. !hie Jo1Dt 
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ooa1ttee 11011ld 1D effeot be a l eDI ~gh whioh 
all appropriation and reYWnue- •eaeurel oould bl 
Yie .. d 1D relaUonah1p to both ldlat thl uaUon 
nee4e aD4 thl uat1ou oau affor4. 1 

Ien't that a Dloe ideat 

I1n 1t that a little t oo l olioal to propoee to 
Oongra .. t 

Yea, but thi7 1Ye neYer done it. 

I ltDow the7 1Ye neYer done 1t. It'• been talked 
about, 1Dtended that 1t 1hould be done. I th1Jik 
it 1 e o. 1:. 

-. 1 ' I --

Well, it'e aoet of it thl Prel1dent'• language here, 
end Bob Doughten lone u. 
I don't eee wbT he ehoal4D •t. 

I t • 1 one of tho .. th1Dg• on which ••enbod7 lllght 
1&7 •Well, wbT 414 1 t t ake Morgenthau to IUggelt 
itt' But the faot 1e i t ' • neYer been 1uggeeted 
before. 

That one thing gine the epeeoh eubetanoe, 1f there 
were noth1Dg elee 1D u. 

Right . 

You could eorten the paragraph, if JOU like, 
Xr. SeoretarJ, b7 paragreph1Dg b111Dn1ng with 
"!he Budget • • •• • - with the elxth 11De beg1DD1ng 
a paragraph. 

8&7 ' The Budget Act of 1921 ••• • • 

That 11 the oul7 place 7ou 111ght paragraph U . II:Yen 
than - that' 1 the onl7 plaoe. 

Will, it 1an 1t l.llportent. 

You don't ga1D auoh. 
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Gsaton: 

Blough: 

Gaston : 

Blough: 

B.X.Jr: 

Gaston: 

H.M.Jr: 

Blough: 

R.li.Jra 
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Di4 lfev Yortt ba·u aDTthiiiC OD tbaU 

(lode no). 

Vondertul. An7bo47 eleet 

Vall, I th1J11t in t he laet line ot the paragriiPh 
• ••.• co both what the nat i on neede an4 what the 
nation oan attor41 ie graamatioall7 better. 

• • • •• both what the nation nee4a aD4 •• • • • 

, ~ 2 --

• • • •• aDd what the nation oan attor4. 1 It nov reade 
• • ••• both what the nation nee4a and the nation 0a11 
attor4. 1 

.Want to put 1.n another 1 what1 t 

How ie the rest ot t h e eentenoet 

Juet a ll&tter ot etruoture. 

Well, the onl7 thing I'd euggaat - • •• •• in relation­
ah1p both to what the nati on nee4a and to what the 
nation oan attor4. 1 • • ••• to What' an4 •to what.• 
Don 1t et1olt 70ur uneupporte4 1 what 1 1J1. 

So U wul4 read 1 .... Yiave4 in relationah1p both 
to vhat the nation nee4a an4 Co vhat the nation 
oen attor4. 1 

• •••• both wbat the nation nae4a •••• • 

• •••• both to what •••• • 

1 •••• the nation nee4a and t o What the nation oan 
attor4. 1 

Thank JOU. 1 .... to what the nation nee4a an4 to 
what the nation oan attor4. I 

.lnJth111£ elaet 
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Blough: 

H. M.Jr: 

Blough: 

Vhite: 

H.K.Jr: 

Vhite: 

H.M.Jr: 

Vhite: 

Blough: 

H.M.Jr: 
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~ ~3 .!. .!. 

•In •:r opinion tbe tund .. ental 1'1eoal qu .. tton 
ra1 .. d b:r the pending Department or Agriculture 
appropriation bill h preoi .. l;r tbe t:rpe of quee­
tion with '11111oh th1e joint oo..tthe ehoul4 concern 
iteel1'. 1 fhie aa:r have to be out out. It ' • gone 
to oomatttee, I •••· Haven't voted it ;ret. 1 Th1e 
bill propoaea to inoreaae budgeted expenditure• 
tor tar. parit:r paJ'IDente b;r t372,000,000 but no 
provieion hal bean ID&de tor compensating inoreaae 
in revenue indicated although we alread;r raoe a 
de1'ioit or t3,426,ooo,ooo in the o081ng 1'ieoal :rear. 
fhe bill, upon the aertte of 'llhioh I • not oo•­
aent1ng, ia t:rpical or eooree or other• '11111oh aHa 
to IDe to preaent queat1one appropriate tor ooneidera­
tion b7 a joint co .. ittee wh1ch locke at each pro­
posed expenditur e and each propoaed revenue JDeaaure 
ae a part of an integrated budget polio:r.• 

'l'be:r liked th11. 

Tha:r didt 

Yee. The word 1 indioatad, 1 however, wae left in b;r 
mietalte. 

I wonder i1' :rou JDight ooneider deleting the portion 
beg1An1ng with the word "ind1oated1 to the period. 
1fh1a bill propoaea to 1noreaaa budgeted expend! tur11 
tor tara parit:r pa:raente b7 1372,000,000 but no 
provieion hae been -de tor oompeneating inorea•• 
in revenue.• Period. 

I don • t get the point. 

Well, it juet a little le11 tlaga tbe de1'io1t, that 11 
all. 

No. 

o. '· 
The word 1 i nd1oat ed 1 ehould ooae out • 

Where 11 that word 1 indioatad1 t 

II 
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Blough I 

s.M.Jr: 

Blougb: 

a.M.Jr: 

Oaaton: 

H.M.Jr: 
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• •• •• 1noreaee 1n re•eaue 1nd1oated •••• • 

• •••• 1nore .. e 1n reYeaue •••• • 

'!'bat wu a b&ng-o•er troa ~ pre•1ou drart. 

Lea•• ott the word 0 1D41oate4•t 

Yee. 

Jo- "alrea4J taoe a 4et1o1t •••• •- no, I'• gotng 
to put 1n tbe worde about three bUUon tour. 

: :..4 

Hel.lo, IU... Hwaphr1ee. 

8UIIpbr1ea: Yee, drt 

H,M,Jr: I 1&71 bow do JOU dot 

Blough: 

H.M.Jr: 

Blough: 

B.M.Jr: 

How do JOU do. 

Good afternoon. 

0 Tbe b1ll. , ~n the aer1te or wh1oh I aa not oom­
aent1ng •••• • - I th1nk that'• al.l r1ght. 

0 !b1e ooaa1ttee ooul.d ha•e oonUnuoue Ute tor tbe 
purpoee or aoUnl.J atu4J1ag neoal probl.eae between 
a• wel.l. •• 4ur1ag .... t one or Coagreee. !be !reanrJ 
Departaent woul.d, or ooaree, oooperate 1n thl• work 
to the tull. extent that the ooam1ttee dae1red. 0 

!110 eusgeet1one ha•• been aade tllere. One, that the 
t1ret paragrll)h - that paragr.ph reall7 beloage on 
the pre•1oue page, betore the paragraph •In 117 op1.Jl1on 
tbe tundaaeDtal t1eoal queet1on •••• • Juet a aatter 
ot rearrangeaen,. 

You aean •l.1de 1t in tront ot •In SJ op1n1on •••• •t 

Yee. 

What do JOU thlnk, HerberU 

I th1nk 1t 1e better. 

• 
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o.eton: 

Haae: 

KoR: 

Dutt1eldl 

Oaeton: 

B. M.Jr: 

Oaeton: 

Blough: 

H.K.Jr: 

Blough: 

H.K. Jr: 

Blough: 

B.K,Jr: 
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Let •• Juet get a look at that. 

It 1e too abetraot to put in there here; JOU giTe 
an illuetration and put it in. 

It would be all right to haTe it atter the other 
paragriQ)h, bQt JOU need that paraar-ph on page 5 
Just where it ie. It neade to i .. ed1atel7 tollow 
70ur euggeet1on. 

It '• an exaaple ot the preceding .... 

I don 1 t thi.nlt eo. 

You don't thi.nlt eo. 

lo. lfo. lfo, I 4on 1t thi.nlt eo, beoau .. then that 
brealta the cont1nu1t7 ot thought. 

All right, then, Herbertt 

I think 1t 1 e all right the vat 1t ie. 

'l'he other euggeet1on 11 that the 'WOrd •oould, • whioh 
)'ou read ae 0 Bhou1d, • ehould be • should. • 
0 'l'h1e oo881ttee ahould • • •• • 

f op ot page 6. 

Hurre)', the)' got one .uggeat1on. 

What alaet 

fhat I 8 all . 

0 Thue tar I haTe dealt with the t1nano1al probl-
ot the Federal 0oTern88nt alone. We 8Uat re• .. ber, 
howeTer , that eTan 1 t we ha4 in operation the beet 
oonoa1Table Federal tiaoal plan, we et111 wuld hftTe 
touched lel8 than halt ot the tax probl .. whioh 
oontrontl the nation. Alaolt 60 percent ot t he total 
tax raTenuee ot the oountrt are collected b7 etate 
and looal goTe!'llllente. • 
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Raae: 

K.M.Jr: 

B.aae: 

Vh1te: 

H. M.Jr: 

MoRI 

Haaa: 

H.M.Jr: 

Blough: 

B.X.Jr: 

Blough: 

H.M.Jr: 

G.,ton: 

H. M.Jr: 

Blough: 

R.M.Jr: 

There'•···· 
tu, O.orge. 
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· ~s ' ' 

•• •• a eeatenoe there - •we aet re-ber, bowenr, ••• • -
I wonder if ;rou b&Ye to be eon of apologeUo; or 
:rou a1ght ob&Dge the eeatenoe •we ••t re•aber, 

lloweYer, tbat ••en with the beet oonoebable J'ederal 
fieoal plan 1D operation •••• • - lea•• out that "•••n 
1t we ba••· 1 

'rbat '• an t..apro• .. ent. 

•we n at rea•ber, lloweYer ••• • • 

He doeen't want to adait that ;rou baYen 1t got U . 

Tbie other wa;r - with •:r euageetion, eithe r wa:r it 1 e 
neutral.. 

• •• • • that if we bad 1n operation •• •• • Lea•• out 
•e•en if.' 

•You auet reaea'ber, howe•er, that with the beet oon­
oe1Table J'ederal fieoal. plan 1n operation, we etill 
would baTe touohed lese than bal.f • ••• 1 

I tbinlt that'• an t..apro•••nt. Wbatt 

I l1ke it. 

llerbertt 

tee, that '• all right. 

8tr1lte one - one l'IIJl for O.Orge, I •an. 

Wblle we're on tbat eentenoe - 1D the preoed1ng 
eentenoe the queetion vae ra1eed whether 'deal.t with" 
gan tbe t..apreu1on ;rou bad f1n1ebed 1t off, whether 

"TIIue far I ban be8Jl tal.klng aboat1 a1ght be better. 
You ea:r 1t a oouple ll1Diatee later, ie the onl:r d.1tt1-
cult;r. 
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Gaeton: 

Dut t1eldl 

B.JC.Jr: 

lloRI 

Blough: 

~ ";7 --
-M-

• • • •• I haYa beea ooaeidertng •••• • 

• • .•• 41eou•ee4 •... • 

1 'fbul far I haYa 41aouaae4. , • , • 

• •• •• 4aal' wi'h' ia 8Uoh be,ter . 

You don 1 t think 1t g1Yea the 111JU'8 .. ion he'• f1Jl1ahe4 

1tt 

Kol\: lfo , that'• 'Cat he'• leading up to, I woal4D't ~ 

u. 
H. K.Jr : .Ul rtgbt, Berbertt 

Oaeton: .Ul rigbt, I '• aathfied, 

Dutt1e14: (lfoda approYal). 

H.K. Jr: (!o Xra. not&) It JOU '•• got aQJth1ng )"ou want to 

spealt of •• •• 

n oh: Uh-buh. 

Blough: At about thia plaoa llr, Ba111a WDuld teal happier 

if )"ou 1d get baok 1D the eeatenoe about eoaDD1ag 

aaoh upeadUure with the greateat oare. 

H.K.Jr: Vbere would that got 

Blough: It would han goa• Juat before th1e paragraph, par­

bapa ia tha laat paracra,ph )"at. llhould haYe brou&ht 

u up aooaer. 

lloRI You Ire OD ])11811 5f 

Blough: R1gbt at tbe 'op of 6, probablJ, or 1D that geaeral 

area. We had a aea,eaoe ia 1D aa earlier 4ran 

that aaoh expaa41ture ahould be aoaaud with the 

great.•' oara aD4 tha' 'h1• ooiiii1Uae would 4o 'he 

aoaaatng, But I think that •• ou' oa,, 

Duttleld: It waa ohaaged 'o ' both llha' the aaUoa oaa attorcl 

aDd whe' tbt aauoa aeede. 1 'l'ha''• 'IIIla' i' waa. 
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o.atonl 

B.W.Jr: 

Bl ough: 

H. K.Jr: 

Vb.1 te: 

R.H.Jr: 

llb1te : 

B.M.Jr: 

Oaeton : 

Ooh: 

H.X.Jr: 

Blough: 

Moll: 

' 
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• •• •• loana•ng with oare• 11 klad of aa 1a.alt to 
llr. Tarlor, to h11 oo-UtH. 

Well, al1o to tha Prea1deat, beoaaee :roa' re p1q 
on the .. .,..,uoa that 'llbla he dou h1• badpt be 
doe an' t aoan e aoh oae. I do a 't th • air .... 

I agree vtth rou. 

I lmov .tlat h8 1 a tl'71Dg to get, bat I aean •••• 

1 In the la1t f1Ye rear• ve haYe g1Yea eel'1oaa atad7 
to the probl•• oreate4 b7 rederal- State tax ooa­
n1ota. The ... e probl-had ben reoogahed b7 
o11r predeoeaeora. 1 You ooaldn1 t ear "Tha aue 
probleae had been reooga1&e4 b7 th8 preY1oua A4a1a-
1etrat1oa'' I d on't like that •oar predeoee1or1. 1 

"The 111111 probln1 had been reoogn1&e4 b7 tha 
preY1oua Ada1D1etrat1on.• Aa7bod7f 

I th1nk 1t ' • better. 

'llhe.tt 

I thlnk U'• aa 1apl"'YI .. at. 

I don ' t like 1 olll' predeoeeeore.• 

The onl7 value of that 11 that 1t 1noludu Oongre .. 
ae well ae the .&.da1D1etraUon. 

That 1 8 t'Ne. 

Herbert'• right. LeaYe 1t the war 1t 11. ~erbert 1 1 
l'1ght. 

1 It 1a •1 belief that we ebould take atepa v1thDut 
dela7 to aate thaae 1tlld1e1 effeot1Ye.• 

llr. Jlaaill tll)uld a44 attar the next to the lad 
1entenoe, vbioh v1Dda up 1 ••• • Yar1oul aepeota of 
international f1aoal pol1or, • •• • • 

Bbollld be 1 1ntergoYernaent.• 

::.:!a 
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Oaetonl 

H. M.Jr: 

Blough: 

H.M.Jrl 

Blough: 

H. M. Jr: 

Dutrleld: 

H. I!.Jr: 

l!aaa: 

B.M.Jr: 

Haae: 

MoRI 

Blollgb: 

R.K.Jr: 
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It~· 11nterso~eraaental. 1 

r ... 11Dterso~ermictal1 - • .... and propoee • plall 
tor the eol.ut1on of the probl•• 1D~oln4 . 1 

Where 1a tbatt 

So the aentenoe would read •I suggest that ConS"U 
oreate a aaal.l. te~r&r7 national. oo .. 1111on to 
report to Congreea as eoon •• teaa1ble on the 
~ar1oue aepeote of 1Dterso~ernaental. t1aoal. pol107 
and propoee a plan tor the eolut1on of the probleu 
1n~ol.~ed. 1 That 11, be thinks U'• t1• to do •ore 
than Juet report. 

Vell, would JOU l.ea~e out tbe next eentenoet 

llo, no, be would Just 1Deert 1t. 

All r1gbt. Vbat would JOU put 1D tbare, aga1Dt 

• •••• and propoee a plan t or tbe eol.ut1on of the 
problema 1n~ol~ed. 1 

I think that 1 • good. 

I do too. 

That' 1 good. One tor Jlag1l.l. . 

How do JOU l.1ke 1t, Georget 

I l.ike it. 

I aean the vbole bu81DI11. 

8o tar I l.ike 1t YerJ .uoh. 

• • •• • eol.ut1on ot the probleae 1n~ol~ed. • 

That ' • all. on page 6. 

Page 7· 
Got pl.ent7 or hll.p baok there, K111 Jlpphrieet 

~ ; g --
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H~br1ea: Yea, dr. 

a.K.Jrl .Ul rea41' 

rutet 

Blough: 

B.Y..Jr: 

Blough: 

H.x .. .rr: 

Bl ough: 

Wll1te: 

H. M.Jrl 

lfhite: 

H. K.Jr: 

Do 70U th1nlr. 1t 1e 1 1ntergoYernaental• t It aalr.ea 
1t 41tterent. 

It'• 0 1ntergoYernaantal. 1 That tara haa been uaed 
tar ten reara. 

Then 1 t beoomea oo..on lav. 

I aean 1n thie oonneot1on. 

You lr.nov, there 1a aoMthillg 1ntereaUng about thia 
•et1ng, there'• aoaetb1ng un1que about 1t. Tbere'• 
not a laV7er present. 

We oan aen4 out and get one. 

Exoept Kao. 

Whet ' e Kaot 

Well, he ' • a Juet1oe. 

I beg 70ur pardon. 

0 0Terlapp1ng taxea han grovn 1n buaber and dH aa 
both Federal and State OoYeJ'lllltnte haYI eougtlt nev 

reYenue. Orante-1n-a1d a.re be1ng d-ded or the 
Federal OoYernaent 1n 1noreaa1ng &IIOWlte. !be 
reaulte or th1a t1eoal dtuat1on are 1noreaa1ng:Lr 
uneat1etaotol'1 to both the State Oonr-nt and 
t he Federal Oo\'lrn&ent, and 110r~ and 110re biU'dllll­
ao• to 11&117 ~arere. • 

Do 70u want to •117 anrth1ng about ..anlo1pal &OYirD­
aente - •, ••• to both aun1o1pal, State and Federal 
OoYernaante.• It'e ae bad t or the .un1a1pal1t1ee 
•• anrbodJ. KaYe ve aent1ona4 aun1o1pale betaret 

Haaa: You ea7 °looal.• 

You ear 0 looal. 1 

• 
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H,)(,Jr: 

Ka&a: 

Gu~on: 

H,M,Jr : 

MeR I 

H.M.Jr; 

Gaaton: 
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Could JOU put in the word 111Uftioipal1 t 

llbould be ill, beoaue 1t 1a i11portant. 

or ooune, tbe .uaioipa11ti .. are obarter oorpora­
tione or tbe Statee, the:r are reeponeib1litiee or 
the St atee. 

But ve 1Ye got a dirent ealee tax ill !lew York Oit;r, 
and a budget or oYer 1700,000,000. Not 

It belongs there, or elee JOU ehould not rerer to 
it. 

Vhat'e the aatter with 1tt 

Here' • a negotiation that hae to be between 
eoYereigntiee, between the United Btatea and 1n­
d1Yidual Btatee; and IIWlioipali t1ee onl:r oo .. 1nto 
it aa orea~• or the Btate. 

O. E. 

llaae: or oouru, on that there ia a plan vh1oh &87 be ~~ade -
1187 not be a negotiation at all, 10 it aa:r illolude 
local •••• 

B.M.Jr: 

llaaa: 

B.M.Jr: 

Gu ton: 

H.M,Jr: 

Blough: 

Vhltel 

Well, I -• juat th1nk1J18 or IIJ' trieod Fiorello -
he ea;ra, "Wh1 do :rou leaYe •• outt• 

I 1d put it in. 

.Ul r1gbtt 

can • t ao a bit or haJ'a, 

.Ul 1'1gbt. Put in 111UDioipalitiee1 • will JOU pleaeet 
I ••an the Oit:r or lev Yorlt, with t700,ooo,ooo -
twioe the budget or tbe State or In Yortt. 

Where are we Piing to put U 1nt 

Juat out tbe vol"d 1 both1 out. 

... 
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Blough I 

H.M.Jr: 

Blough: 

H.K.Jr: 

Oa1ton: 
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It w111 read • ••• • are 1noreae1nglr uneat1efaotorr 
to the lltate and IIND1c1pal SOYermaenh and to the 
J'ederal Oovel'D8ent, aDd 110re and 110ra bv.rdeneo .. 
to aanr taxparere. • Mr. Ba1lle would 11U to out 
out •aanr• and I th1Jik that '• probablr right. 

Wh1' 
More and more burdensome to taxparers 1n general. 

Vant to leaYe out the word •aanr, • Herbert! 

Yea, I thi.nlt eo. 

-22 

MoRI I 1d leaYe 1t out. I think 1t weaken• 1t to leave 
1t 1n there. 

B.M. Jr: It weakens 1U 

Yee. 

Out she goee. 

0 'l'he f1nd1nge of suoh a oo!ID1111on lhould aee1st ue 
1n ach1eY1ng a more orderlr rslat1oneh1p between 
t he Pederal, State and local fiscal •r•teaa.• 

Vhlu: Would rou want to eubat1tuh for "f1Dd1nge• •!be 

work of euoh a co.-les1on"' 

Duffield: llo. 

Vhlte: No' 

not&: 'l'h1e ear• the word• •and recouendat1ooe• lhould be 

inserted after •the f1nd1n8•·" 

Gutonl J'1nd1nge are reoo .. endat1one. 

Vhlte: 

Bloll3h: 

!lot neceeearur. '!'her a1gllt be. 

B1e 1dea vu that nndlnge are usuallr t1n41DS• ot 
fact and reco .. endat1one are •• •• 

Be want• to etrengthen 1t, to get 1t down. I think 
he'• right. Ve'Ye been malt1ng a surYeJ. What he 

Regraded Unclassified



Blough: 

H.M.Jr: 

Gttaton: 

B.K.Jr: 

Bl.ough: 

Baas: 

H. K.Jr : 

Haaa: 

H.K.Jr: 
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nAta 11 eoaethlllg oonorete ln reoo=mdatlone. 

llbaU 

Yea, that wae hle ldea. 

I thlnlt he ' • rtght. .Ul rlght, let'• talte that. 
o. I., Herbertt 

Yea. 

You oan •&7 "'!he reoo .. andatlone ot euch a oollllle­

eion should aeelet ue •••• • 

LeaTe 1 'rhe t1nd1nge 1 out and Juat 11a1te 1t 1 reooa­

~~endetlone.• 

I haTe one thought ln OOMil!otlon with that, but I 

haTen't got a good euggeetlon to aeet 87 thought • 

.la I Tlev thla problea ae between St a t e &lllJ'ederal 

and local taxee , there '• a good deal more than 

Juet oTerlapplng taxee, lt thle oo-.tuion Juet 

taltee up that angle ~t it . It'• a queetion ot, 
here 70u 1Te got a whole tax burden and the burden 
coaee troll three different eouroea, and who doee 

it hUt You 88.7 not haTe an OTerlapplng tax. In 

one place ,.ou •&7 haTe tobacco tuee. 

You 're right. Ve talte oare ot tbat 1D the laet page. 

Oh. 

llo, ,.ou needn't e xoue e ,.ouraelt beoauee 1t wae onl7 

put ln b7 Jake Viner. You're quUe right . Re-ber 

lt , aalte a note, and I th1Dlt 70u 111 find 1t ln the 

laet page. Ve talk about 1t there. Vbat we 1&7 ie 

that oTer a long tena there ebould be leee on oor­

poratione, lee• on t he oonauaere, and more on per­

eonal 1nooae tu and JDOre on g1tte and e etatea - I 

~~ean that 1 a the trend. 

Doee that include looal too , the vbole ooab1nationt 

'l'hat 1a t he point. 

George has a thought that 1e not 1nolude4 ln th11 

onrlapp1Dg tuee. I don 1 t kDov how ,.ou oould 

oharaoterlze lt. 

.. 
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Dutt1eld: 

Haae: 

Blough: 

Bloll8h: 

I!.X.Jr : 

Vll1te: 

Blo\13h: 

H.M.Jl'l 

Bloll8h: 

Gaeton: 

Blough: 
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Onrlapp1JIC hz .. 1JI 'b11 paracnph I reprCl al 

an ezaaple ot vha' hae cone before. llben we 
propo18 tbe -.Jttor tb11 ~ttee we don't l1•U 

1t to o·nrlapp1Jig tazee, we •&7 the whole probl.• 
ot 1atersoTe~ental • ••• 

It that'• olear, 'ben-.:, po1at 11 talten oare ot. 

1 1m inclined to th1alt George hal a real poi.nt there. 

A lot ot th1qe real.l7 enter in. 'l'bere 11 thh 

probl.ea of det1o1t epea41Dg b7 the Pederal OoTera­

ment 1n connection with euch epen41Jig - det1ci te 

or eurplueee of the Statee and local1tiee. fbere 

ie a queation of debt - Pederal, State and local 

debt, and the poea1b111t7 'hat the Pederal OoTera­
aent might do aolllth1ng to hel.p local goTe~ente 

and State OoTeraaente aarltet their debt. Al.l ot 
tboee thiage would be •ter1a1 tor th11 oo~uion. 

It aeeaed too long ~ pat thea al.l. 1D the paragraph 

and we l.opped ott 1101t ot thea and lett Juet a 
oouple. 

Would the vol'4 1 oo11pe t1nga help &nf at allt •Oyel'­

lapp1ng and oompet1ag tazu• donn t oonr it ooa­
pletel7, bat 1t 1Dc ludu aaothl r cahS01'7• 

Yea, 1t would help. 

What l1Jie 11 thaU 

Top ot page 7· 
10Terlapp1JIC and ~Uag tun. 1 

Vhat do 70u tb1altt 

I tblnlt that I. good. 

Yea, I th1Dit that broaden• 1t a little bit. It 

ebould be broadened. 

We ll1ght put in a ebort cetch- al.l eentence of eolll 

lt1nd that •• • • 

You can't put it - what we're do1Dg now 11 the laet 

tiae oTer, pn'•· I tblnlt 1 oTerlapp1Dg and ooa- 1 

pet1Dg" - put that 1a - •oTerlapplJig and ooiiJ)eUng. 

Al.l r11btt Oeorp, thet belpe u . 
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11aae: Yee, tbat l»lp1 1t a lot. 

H,K,Jrl 

Blough! 

Vhlte: 

H.M.Jr: 

Blough: 

Duttleldl 

H. M,Jr: 

NoR: 

H.X.Jr: 

NoR: 

R.M .• Jr: 

KcR: 

1 Tbal tar I han hlked about two thoal •Uerl 
of gred illpo~&IIOI. Let .. tum oov to 110re 
epeoifio que1tione of tazation, 1 

Well, it 1e a paragraph, 10 p1rhape I had better 
aention the feeling of one of the .. n that JOU 
ought to mention tdlat tbo,. two fhoal aattere 
were, 1n 10~ ot a -iaaUon. 

It'• too abort, bat .... 

I think it ie. Bo, if I 1a going to do &DTthins 
I'll t1'7 to out it dom. 

Be would euggeat otherw1ee JOU a1gbt want to leaYe 
out that eentenoe entirelJ, 

It'a a trana1tion. 

PeraonallJ I like it juat •• it 11. 

Bo. Don't JOU think 1t 1e all right, M&ot 

llbera 11 thatt 

1 Thu1 far I haYe talked about two fhoal aattere 
of great 111portanoe. • 'l'hen I eq 1Let ae tu.m 
nov to aore apeo1fio queetione of tazat1on.• 

Gee, rou 1Ye been taltsns about • • • • 

Vhatt 

You 1 ?~~ been talki.Ds about tazaUon for tl» laet 
oouple of peg ... 

• .... aore epeoit.1o que1t1on• of Pedlral taxation. • 

•rederal. 1 

O. E. 

He took the lJpe out of 117 wordl. 
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llo!U 

S,II,Jr: 

Blough: 

H.II.Jr: 

Blough: 

H.M.Jr: 

Blough: 

lihUe: 
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All right. 

1 I dedre firat to reiterate two tex reoo-dat1one 
wbioh the PreddiDt baa alreadJ' aa4l &Dd two eug­
geetione wbioh the !reaeurr preYiouelr preeented: 

•one. In hie budget meeeage or January 3, 1939, 
the President reoommended thet Oongreee extend 
the mieoellaneoue internal reTenue taxee wh1oh 
under existing l.aw will eJ:P1re next June and J'ulJ., • • • 
Wb,J June and Julrt 

There are Tarring date• tor the taxee. 

• •••• and to aaintain the ourrent rate• ot thoee 
taxee wbioh otherwiae would be reduoed in June. 

•rwo. In hie aueage ot Januarr 19, 1939, the 
Pree1dent reooamended legislation aaking a1l 
gonrnaent ealariu hereafter earned and all 
1ntereet on goTernment eeouritiee hereafter ieeued 
eubJeot to rederal and State income tax lave. 
That part of t h1e reoo•endat1on dealing with 
goTernaent ealar1ee, I aa pleaeed to note, hae 
alreadJ been incorporated 1nto law. 

"Three. In ar etatement ct Karch ~. 1939, I 
preeented tor JOur coneideration tour alternatiTe 
rate plane tor old-age 1neurance contribut1one 
during the next three reare. • 

Did he leaTe in the worde •tour alternat1Te•t 

Be put a ring around 1t. 

Vbot 

I told h1a he waen't there, it wa• rour alternat1T ... 

Would JOU c011eider including tor purpoe11 of e4uca­
t1on - a•k'ng "all Federal and gonrnaent ealar1 .. 
••. • eubJect to State taxee• t !here are about 95 
percent ot the people 1D the United Stat .. who 
don 1 t bel1eTe rederal eaploreee p&J tax••· It 
1en 1t Ulportant, but Juet g1n thea a l1ne .... 
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Blouglll 

H.M.Jr: 

Blough: 

H.M.Jr: 
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While JOU 'n a topped, ..,. I aent1on on that p&l'­
t1oular paragraph that Mr. Bailie w.a atra1d that 
1t vaan't olear that J OU d1411 1t wa~~t ex.-pt1on to 
applJ to Federal aeour1 u .. Ullleaa 1t alao applied 
to State and local aeour1t1ee. I 1a wondering 1t 
anJbodJ alee reele that 1t 1an 1t clear. 

Where 1a tllatt 

Firat aentenoe on the page- • •••• the Prea1dent 
r eoo .. ended leg1alat 1on aak1ng all goTeraaent 
aalar1ee bereatter eamed and all 1ntereat on 
goTernaent aeeur1t1 .. bereatter 1uue4 aubJeot to 
Federal and State 1Jiooae tax lan. • Jov , 11 there 
aDJ queetion tbere but vbat JOU 1d haTe to haTe 
State and local aeourit iee eubJeot to Federal 1Jicoae 
tax lava betore J OU llalte Federal eeourit1ee aubJect 
to theat I didn 't not1oe it betore. 

CoiDII on, let 1a tallt up. 

I th1nlt 1t1a all right the V&J i t 11. I don 't aee 
an1 contuaion. 

Doee anJbod;rt 

Haae: You could I&J 11ntereet, ••• • - put the 1 all1 in a 
41tterent pla ce, I&J 1 1ntereat earned on all goTam­
aent aecurit1ea,• vbioh would • • • • 

Dldt1eldl 

Blough: 

H.II.Jr: 

Hue: 

MeR: 

H.M.Jr: 

Raaa: 

That 1 e r1gbt. 

Yee. 

Bov 1a that, Oeorget 

Change tbe poei t i on ot the vord 'all. 1 

Change the vord 'all' - aake 1t 1 1ntereet on all 
goTernaent a eour1tiea, 1 inataad ot 'all 1ntereat on 
goTernaent eecuritiee.• 

Vall, 1a t he State a sovernaentt 

Yea. 
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H.M.Jrl 

Blough: 

H.M.Jr: 

Blough: 

MeR: 

Blough: 

H.H.Jr: 

Blough: 

Oaatoo: 
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• •••• 1ntereat on all goTeroaant eeour1t1aa.• 

I 1ih1Dit that helpa. 

AnJth1ag elaat 

Y .. , baolt Juat batore one, vbere 1t &&J& •I daaire 
t1rat to re1 terata two tax reoo-endat1ona llhlch 
the Pree1dent haa alread:r aade and two auggeat1ona 
wh1ch the 'rreaaur:r baa prn1oual:r prel8nted1 - lteep 
the etructura. 

\'he word •baa. • 

That'• all, except that Ba111e wouldn't put the•• 
in at all. 

I remember the Preeident part1cularl:r wanted that. 

Ot course. He ordered them 1.n. 

It we don't put thn in here, we 1Te got to put 1n 
eome place or other th1a reiteration on exciea taxea. 

Mr. Greenbaum thorougbl.:r dilagreed with h111 on that. 

.U a ••re t ol'll&l1t:r the:r ought to so 1n. 

MeR: Pro tol'!Ra part ot 1t. It Juet can 1t pou1blJ hllrt 
anrth1ag. 

H.M. Jr : 

Blough: 

B.K.Jr: 

Blough: 

H.K.Jr: 

Bl ough: 

An:rth1ng elee on that! 

Dido' t thaT &&J ao•eth1ng about the o11 well at 

Yea. You haTen't read that rat. Mr. Ba111e didn't 
lilte the oil vella 1n. 

How auoh did that th1ag ruA tot 

Bow IIUoh ia that! Yell, 1t depend• on how :rou dat1ae 
rour law. It •r 1'llll a• h1gb aa 50, 6o aillion 
dollar a. 
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H.II.Jr: 

Blough: 

Vhite : 

K.M.Jr: 

Sue: 

Blough: 

KcR: 

White: 

B.M.Jr: 

llcR: 

H.M,Jr: 

Blo11gh: 

B.H.Jr: 

KcR: 

• 
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Ot oourse, it does ldnd ot etiok out like a eore 
tl'lulllb . 

It'• the onlr epeoitio i t .. there. 

I hope r ou don 1t loee rour courage on it. 

Well, that i en't it. That'• not it. I aean I oan 
talk about ooiiiiiUDitr propertr. Wh7 not ooiiJIIWlitr 
propertrt 'l'bere are eight States. 

'l'bJ.t appllee eepeoiall.y t o 'l'ezaa, Senator ConnallJ, 
eo on. 

I trankl.y thinlt that it oolll.d ooae out, and I oan 1 t 
see anr part1oul ar r eason tor putt1ng it 1n, mraelt. 

I oan 1 t see anr reaaon - vh7 not change the wording 
to • natural reeouroea• - 1 deplet1on ot natural 
reeourcee.• 'l'hat makes 1t - that 1 a the general 
tara. Wh)' dee1gnate o1l and gaet It ' • anr natural 
reaouroea. 

Doean 1 t h1t them 1n the 1171 eo muoh. 

What d i d ther eart 

Take out •on and na• and Jutt ear •depletion ot 
natural reaouroee,f That'• a1nea and an,.thing that '• 
1n the ground: · 

llo, I aean here euddenly I ' • br1ng1na 1n one thing. 
lfov , e1nce I 1Ye bean here, I 1Ye r eoo•anded doa~ene 
ot th1.nga. 'l'h11 oo1111Wl1t7 propertr tax h a nrr 
111portant thiAg. 

'l'he onl.r reaeon thia ie 1n here 111 beoauee 1n the 
Yerr t1rat dratt Magill had i t in h11 l1et. 

Well , I tb1nk I vaa a little eaart aleokf and put 
1t 1n tor that . I d1d H . 

Your question ot depletion 11 oontined to the natural 
reeouroea t1eld . 

• 
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Duttieldl 

Vblte: 

Dutt1eld: 

Oaeton: 

H.li.Jr: 

Oaeton: 

H.M.Jr: 

Vh1t e: 

MeR: 

H.M.Jr: 

Blough: 

H.K.Jr : 
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And the problem 11 oODtined to part1aular Una 

withl.n the natural reaoUl'a .. field. 

I would euggeat either taking 1t aut or so1ng baolt 

to that lht of 1937 auggeat1ona aDd a441~ to 

th1a thDn apea1t1a reao•endaUone vi:Uah at that 

time vera put OYer for later a ction. 'l'hat wauld 

include aoa.unitr prapertr, depletion, and I th1nlt 

one or two otbera. 

lfh7 not do thatt 

Either that one ahould co•• out or the reet of tho 

shDuld so in. 

Could l.op th• all under nuber foUl'. 

llov rou 1 re talking. 

1 The suggeationa preaented in 1937 haTe not been 

aoted on and I renew the•. Ther are oil depletion, 

co..un!tr propertr •••• • and vbataYer 1t 1a. 

Now rou 1re talking. 

I th1nlt that ' e Y8rJ good, because that g1ne vbat 

follows a little leas importance. 

You 1 re t alt1ng 801118 eubetanc a out of 1t. 

Nov rou 1 re talking. I 111 tell rou vba t ve will do. 

It 1a the funniest thing- he Juat bloaaoma once 1n 

a '1111111 - one of t hou thl.nga that so juat lUe 

that . Hov long would 1t take rou ••n to t1x t hat 

upt 

Halt hour. 

Well then, let ' • so on. But I th1nlt that would 

sat1str ••· The other thing - rou Juat lt1nd of put 

a knife in and g1Ye it a l i ttle twiat at texae. 

It 1 a so Yerr obYioua. But the oo-s.tr p rapertr 

hal eight Stat .. 1nYOlYed and all the reat. And 

that gou, Harrr , with a:r th1ng that I aa1d th1a 

morn.1ng - that Congrell aDd the Preddent ancl 

a:raelf haYe aYoi ded do1DC the 41ftioult th1nga. 
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Vhite: 

o.aton: 

B.K. Jr: 

Blough: 

MoR: 

H.M.Jr: 

Blough: 

H.M.Jr: 

Blough: 

Haaa: 

H.K.Jr: 

Blough: 

llh1te: 

• 
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I think that I. a Yer)' good naeeUon. 

Thie at i cke out - no queetion - eticke out like 

aort ot a oo•plex ot )'Oure. 

I ' m allergic to oil vella. 

ThaT got aDTthing alee on that paget 

Oh 1••• on the laet paragraph. 

Last paragraph. 

1 A comprehenaiYI reY1e1on ot the tax etruc ture ae 

a vbole at th1e eeeeton ot Congreae ecarcel7 ••••• 
teaaible, eepeoiallT in the abeence ot en adequate 

etud7 ot o<rarlapping taxee. That tact, bove<rer, 

abould not, 1n mT opinion, reetra1n rour ocamtttee 

troa g1<ring aer1oue attenUon at thie tiM to re.a<riog 

trom the tax l ave anT lll&lliteet ina qui t1ee or other 

de tecta. In November 1937, I ea1d that 'lfe want to 
adjuet inequalitT and remedJ de tects in the tax 

lave. • • 

And 70u' •• lett ott the moat important thing ot all -

that I eaid, •.t.nd I etand readJ to •&J eo publicl7. 1 

I den 1 t know '11117 70u lett that ott. 

lie took it right out ot the t hing - JOU were a&Jing 

it publlolr. 

No, something or other- • •.•. stand readJ to •&J it 
publicl71 or something . 

Oh, t hat'• another eection. 

SoubodT eboved 70u eoae d eteote or eoaething. 

No , 7ou ••• • 

I know what JOU haYe 1n atnd. 

I 'd like t o eee the word '&OJ' out in the third l ine 

troa the botto•. 

'Well, 11&7 I . .. . 

• .. 
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Oaaton: 

Vh1te: 

Oaat on : 

H,K,Jr : 

Vhlte: 

H.X.Jr : 

Vhl.te: 

Oaaton: 

B.K.Jr: 

Vhl.t e: 

H.K,Jr: 

Vhl.t e: 

H.K. Jr: 
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'l'be waT 1 t 11 now, 1 t aeeaa a• tb.oustl tbeT ought 
to oona1der everT 1De~1tT and everT deteot . That 
1an 1 t what TOll have 1D a1nd. At leut, 1t 70U 
leave out the word "aDT•" 1t leave• 1t • • •• 

I don't tb1nk that 1t doea, BarrT• Whee 70u eq 
•remove llall1feat 1nequ1 t1ea, • TOll are auert1ng 
that there are manT ecregioua and unfair 1nequit1ee. 
When TOU eay •any manifest inequ1tiea, • that aeane 
t hat 1f there are anT euoh th1nga 1n the tax lan 
we ought to get thea out. 

• .. .. that aq en at. • Would TOu want t o add that -
•any aan1feat iae~it1ea that aay enet•t It ••••• 
like quite a broad prograa a• 1t ie nov, which you 
aren ' t reallT reoo1111ending. 

I'd rather leave it the way 1t ia; • . .. • anT aanifeet• 
aeana any that et1ck out, that .. ,.. appareat , are 
obtruaive 1nequ1tiea. 

I find I 1m goi ng downb1ll ao fast . Would it be 
unfair to a ek anT of TOU to work tonigbtt Get a 
little reet nov. Who baa an appointment tor ton1gbtt 

I have. 

Vbatt 

I have. 

I have not. 

Vall, trankly, I know when I've f11l1ebed. 

ThaT have all ay 1deaa on 1t. 

What vae tbatt 

We've talked these other thiaga - I BaT tbeT know 
wbat I tb1nk abo11t tn ... 

Vall then, if TOU people doD 1 t a1nd, I tb1nk I'll 
adJoiU'll until - ia 8115 a good t1aet 
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H.M.Jrl 

-IKI-

1111118 -· 
It W OOIIOUI1il"a1ie all blnar, I lh1llk W Oall ISo 111. 

I tb11lk eo. Onl:r one or ho pas.. .twn the 101111 
1• rea11J tOUC)l. 

I f1n4 a:raelt extr .. el:r Un4. h that hard on 
a~~:rbo4:rt 

Dutt1el41 8115. 

H.M. Jrl Yea. 

Dutt1eld: Ub-uh. 

Mcll: Where, at :rour bDuut 

H.M.Jr: 

llh1tel 

H. M.Jr: 

Yea. Ie 81}0 better tor a11Jbo4Jf 

I could come tor a11 bour 1t I aa ot e:r uee. 

What'• thatt 

I could ooae tor all hour 1f I '• of UIJ uee - tro• 
8130 to 9130 I 14 be glad to be aYa1lable, or 8115 
to 9115. 

Yell, 1et1e &&7 8115 - an4 t bell all bour ao:rw of 
tb11 vbeD 117 II1Dd alaare. Ye 111 etart on thie 
asun at 8115. 
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~?.Otll' ...EETING 

P!i!SE~.:r : 

.. . . Jr : 

!.!r . 
~. 

:.r. 
.:.r . 
:..r. 
:.:r. 
L:r . 
:.:r. 
:.:r . 
r.r . 
t:rs . 

Hanes 
Haas 
Bell 
.!cReynolds 
Lochhead 
Graves 
Cu!rield 
Gaston 
'Nhlte 
Foley 

Klotz 

!!sy 23, 1939· 
9:30 A. !! . 

Incident ally, Guy Helver1ng says t hat he 1s cooing 
in at a Quarter to t ¥elve on hi e o~ situati on, 
:..sc. 

oi~ynol<ls : Yes . • 
• . Jr : Have you onyt hlne? 

:1 . • ... "'r : tan? 

-~11 : I called up cr. Eccles and he sai d be •oul d call 
the open market meeting !or eleven A. - . on th~ 
~lst . oc l'.a\'e quite a prob:!.eo, )Lr . Secretary , 
i n d1sm1saing a bout a hundred and fi fty td a 
hundred and seventy five employees , 1n the Accounts 
and Deposits Emergency Organltation. Tha t i s about 
t wenty- five per cent of the tota l number , a nd I 
beli e ve tha t we are going to be charged with 
favoritism and everything else lf we allow the 
chiefs of sections to choose those people . A 
greet ~ny t~ve been put on by Co ngressmen end 
Senatore, and they have been oallln~ up. ~e haVe 
a few cases where Senator Harriaon, Jere 
and people on the appropria tions co~~ttees 
called up and asked us to put people on. ~ow, 
some or tho'e people are good people, and I think 
lf we let anyone go at t he present time in ~h1ch 
Senator Harr ison or Cooper i s Lnter~sted, he La 
goin@ to t ake lt as a person~l aff ront . 

.. 
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s.li.Jr: 

Belli 

I!.II.Jr: 

Bell: 

H .~.Jr: 

:S.ll: 

H. lii. Jr: 

- 2-
:35 

low, Du, • clo JOU baYe w la7 thea otft 

h aN 10111& to ban at lean ho 111lllon dollua 
leaa aone7 beg111J11ns on .Tul7 ln, and b7 the u ... 
the Co..S.ttee pte · throup wlth it, we .. , ban 
three or four 111llion dollere lea8 mone7. 

I• there 1188 work to dot 

Well , 70ur relief load hal been out about one-third 
on the baaie ot a billion and a halt. Furthermore , 
JOU haYe the WPA and another agenoJ, and it .., 
be that we will get dlreotione from Oongreea to 
liqu14ate the whole organization. I don't know 
Jet. 

Who will 4o the aocountlng work tor themt 

The7 do 1t the~elYea. 

WOuld the7 need tbe8e people? 

Bel l: Well, the7 olaia not. The7 t1gure t hat with t1Ye 
hundred people ln add.it1on to what t hey have, they • 

H. loi.Jr: 

Bell: 

H.l.!.Jr: 

Bell: 

H. W.Jr: 

Bell: 

R. W.Jr: 

Bell: 

oan do th1e accounting Job. 

Who are • they• t 

liP A. 

Wbot 

Well, 

We baYe been through tbat once before. 

Yee, I know that, but 1t ia on u8 again, and there 
11 no doubt that w1 th the reduction l n appropriation 
tbeJ reoo-nded, 'fie will haYe to reduce t he force 
in Waah1ngton about a hundred and tittJ people. 
I think perhaps we should appoi nt a comalt t ee --

What sort ot a ~o.m1ttest 

I thought ma7be an internal commtt tee -- somebody 
like Charlie 8choeneaan and rrank Blrgteld and 
eo•bodJ' like tbat. They could llt down and ••• 
the principle• that are involYsd, their numerical 
atatue, and the obaracter ot the work theJ are per­
forlllng. 
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!1 . ... Jr: 

aeu : 
H • .:r:. Jr : 

Bell: 

ii . !I. Jr : 

Bell : 

il . I.. Jr : 

Bell: 

H. L Jr : 

Bell: 

~ . . Jr: 

H. ' . Jr : 

Bell : 

:: .. - . Jr: 

Btll : 

H •. Jr : 

Bell : 

li. r... Jr : 

Bell : 

H. l!. Jr: 

- 3 -

I do not th1nlt .uch ot that eort ot a oom.lttaa. 

Well, that ie only a euggeetion. 

I would llke you to talk it over with Uac and 

:36 

Harold Graves, and aee it you, acting as a committee, 
could make a report to me tomorrow. 

All right. 

How is that? 

AU right. 

What? 

Fine. 

Let the three ot you think it over and come back 
tomorrow morning. How i a that? 

Fine. 

All right. What else? 

That is all. 

I got it over in my press oonterence, that there 
are so many phases ot the Home Owners Loan, so if 
they do not come baok --

Yes, I saw that. It 1s very good. 

Wall Street did not get ~hat they expected, but i 
l s very good. It 1 a goln~ all right . 

They had $126, 000, 000 :reaterday, whleh 1S a b i g day 
t or the first day. 

And all the ne~spapers gave en extra good play about 
t he thing being out, you see. 

Yea; I thought that waa good. 

And they alao said i t there was a hundr ed million 
outstanding, it would be reasonable. I think t ha t 
i s all right. 

Fine. 

We got a good prees. I>ld you have something to do 
with thatt 

Regraded Unclassified



Gsa ton: 

f! , !t.,Jr: 

Bell : 

H. !.!. Jr: 

Gaeton: 

H.li.Jr: 

Oss ton: 

H . ~ . Jr: 

Oe.ston : 

Osston: 

H . l~ .Jr: 

Gas ton: 

H. !!.Jr : 

Gaston: 

!i . ~ . Jr : 

Gaston: 

H. li.Jr: 

- ,. -
JfoUllng. 

An bonut u.n. 

He dropped hie eyea. 

I also saw what I aaid yesterday about Allen -­

Drew Pearson said it 1s all right; -- thank you for 
telling him, that he still lovea you. 

Oh, you called him' 

Yea. 

He said he still lovea •• ' 

Yea. 

The k1aa or death. (Laughter) 

He eaid he did not write i t. He sa1d Bob did. 
He guessed right on the other one . Bob wrote the 
other one . 

Bob wrote both. 

The other item, t he ot her day. 

I told the President last night at dinner what I 
aa1d at the press conference. He acted as though 
he had not read the stor y at all, and then be said, 
1 I oan tell you where that atory came from.• I 
said, 1 F1ne. 1 He aa1d, 1 I will tell you when I 
see you•. I said, 'Fine•. When I first told him 
about this thing, he bAd notread the eolw:m at 
all, but be knew where i~ caae from. (Laughter) 

Froa the 
1 t Ia ems 
1 It is a 
races.• 

context or t he 1teaa on the tront page 
ae though they had nave~ heard the phrase: 
ditferPnoe ot opinion that mekee horse 
They didn 't get 1t at all, n?parently. 

Why drag poor ~coles i nto it? 

He said Eccles was a boree race. I noticed that 
t he audience last night eona1sted or •twelve 
thousand retailers and Henry Yorgentbau, Jr.• 

! ugene Y7ers look a t me and said 'What are you 
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doing beret You are not a retailer; JOU are a 
wholeealer. • I repeated the a torr to the President , 
and tbe Preeident eaid, •You eee, that ia where 
tbe etorr came froa•. 

I euppoae eben Eugene Myer waa talking about t he 
wholesale business, he meant the Government debt. 
I suppose that l e what he meant. AnJWSy, tb a only 
thing that I wae worried about waa about my nama 
baing mentioned, you eee. 

Graves: Yesterday afternoon Mr. Irey and Mr. Wenobel and 
others in the Bureau want over the report on thla 
California moving picture caee. We went OVAP the 
report to be sent over to the Department or Justice, 
but the report has to be revteed, and I thlnk lt 
wlll probably take three or tour daya before lt 
wlll be ready to submit. 

H . ~.Jr: Well, Foley called me last nlgbt to tell me that 
tbe Attorney General waa verr much disturbed, and 
I told ~oley to get word to the Attorney General, 
that I had not made up my mind aa to whether t here 
was a case, and that until I bad made up my mind 
he would just have to sit there and walt, but that 
lf he wanted to d1souss lt when I was ·at home, be 
could call me; but I took full responsibil i ty !or 
not sendlng it over, because I did not know that 
there was a ease. 

' t eReynolde : Until you do, the rsaponelbllity ls yours. 

H. l .Jr: And until I knew that there wae a case, be would 
just have t o walt; so I told hlm I would take 
t he full responsibility. But he did not call me. 
I thlnk we will have to let 1 t go through in the 
regular way. How do we know that l t 1S a criminal 
ca..set 

Lochhead: The foreign exchange market waa very quiet, but it 
seemed to be a trifle more opt1m1at1o. 

R. I.! . Jr: All right. 

White : We still have 

H. :.! .Jr: 

Do you want to continue tbatt 

Why not run 1t up unti l the end of the fl soal year, 
June JOt Keep it through June. 
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1'h1 te: 

a .... Jr: 

Wbltel 

H.li .Jrl 

l! .II.Jr: 

Hul l 

H.K.Jr : 

Bull 

H.ll. Jr : 

1lh1 te: 

H. J.! .Jr: 

Bell: 

Foley : 

I! . !.!.Jr: 

-'- -~9 _., 

!broup ,.... 30! 

Yell up to \be l1t or Jalr. 

I haft IOMtblJ18 here that I wanted to 1ee you 
about, atter the Met1JI8. 

Oeorget 

Nothing th1e 110rn1ng. 

Do not let your optia1em run aw&J with you now. 

There are 10!111 faotor1 that real17 are eneourag1J18. 

I aee Steel wal up yeaterday. 

I th1nlr. that wa1 a IID'prUe in tbe .arklt, beoaue~ 
the -rket roee arterwardl. 

It would be Yery interaating to ntob. 

It it goea up, you will have one lituat1on and 1t , 
it goaa down you w111 hi•• another. 

llant 

Nothing further. 

We won ~ multiple ourrenoy oaae 1n the Supreme 
Court yeaterdaJ, 1'1•e to tour. That ia tbe oaae 
that the OoiD't eet down for re-argu:~ent. We did 
not t1le a brier the 1'ir1t tile, and we got word 
rro• the OoiD't that they wanted a brier and the 
aeoond tiM the 4ao111on' followed our brier. The 
Woodward caee na aleo daoided in our taYor, that 
Jud&e• appointed aubaequent to 1932 bad to pay 
a tax on thel!' aalarUa. That wa1 aenn to one. 
The other ... tiYe to four. Stone, 1n a 41aaentin& 
op1n1on, u.ld that " were rewritin& the gold 
reaolution, holding that it .,.., olearl.y the ~ 
tentlon or Ooii8J'ell to treat tba ourrenoy olauaea 
ezaotly the aame •&7 aa all other gold contraot 
olaueea were treated. 

The alnutea or that meeting with Tannenberg will 
not be rea4J until tomorrow. 

&nnanbergt 
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Tannenberg. So that I tblnk Tburaday 110rning will 
be t he earliest that we will be able to get you 
t hat letter tor Secretary Hull. 

Uao, will you r emi nd me to write Elmer Irey a 
letter, congratulating hlm on t he magn.lticent Job 
they did on the Kansas City ease? 

oJoReynolda : Yea. 

Gaston: You should write it to Guy Helvering because the 
case was t urned up by the Revenue agent s , and not 
by Irey •s men originally. Well, write it to the 
proper part y • 

• c?.eynolda: Yea; we will make that up. 

n . . . Jr: It you can have one t or Guy a t a quarter to twelve, 
I thlnk 1t would be nice . 

• cReync lda : Yea; he deserves one t oo. 

h. k. Jr: And tor any or the revenue agent s that had a ~"t 
in it . 

•. oReynol ds : Yes; I think that should be done . 

~oley : As to the Di~eotor of the Budget , I have a memorandum 
on that. 

H . • . Jr : That is only going up to a cert ain date. 

Foley: 

I! . • • Jr : 

Folry: 

!! . - . Jr : 

Foley : 

H.U.Jr: 

They ~re recommendlng ·that, and it is not consistent 
with the present program. Peppe~ says be had an 
agreement with you. 

I will recommend it. 

You will reco~end i t . 

Yes. The President had no program; but Just tell 
him I reco~~end i t . The Budget did not ask me about 
the Florida ship canal . 

They oould not understand why we changed our 
attitude . ThiS 18 just a Jnemorandum. {Ha nding a 
document to the Secretary.) 

I s this the Florida ship canal? 
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Foley: 

li. I!.Jr: 

l!oReynolda : 

Bell i 

n . .i.Jr: 

l:cRe:rno lda: 

H.!!. Jr : 

Gibbon•: 

H. !.:. Jr : 

Gibbons : 

3 . .... J r: 

! 41 
- a-

Yea; that 11 1t. 

That baa to be paued on b)' the Departunt ot 
Interior. It 1a the hlatorioal a1te proY1aion. 
The Depart2ent ot the Interior baa to ••1 that: 
0 rhla ia a hlatorioRl aita• , )'OU aee. 

And Dan aaye that the Department of Interior will 
aay that anything ia a historical eite, so they 
can get 1t. 

Sure -- any corner. 

This is political, but I would rather a darned 
eight do this than g1 ve an Int~r1or perk. 

A hundred times over. 

It anybody wants to look horne w1 th me on that, 
that 1a O.lt. Do I hear anybod7f 

Incidentall7, the Senator's candidate to succeed 
the present Collector of Customs tor the Florida 
Distri ct ha8 been eliminated, due to physical 
detects. He bas one toot in t he grave and the 
other one on a banana peel. 

Orange peel. (Laughter) 

I wrote the Senator a letter telling hlm about h11 
phyaioal condition . 

I w1ll just read tbia aloud: 

"I have read the enoloaed memorandum addressed to 
)'OU b7 the Comptroller of the Currency on t he 
Pennsylvania Turnpike Revenue Bonds and tully agree 
with t he Comptroller's position. 

"rhla poal t1on was taken aolely to protect bank 
depositors and not to keep na tional banks from 
investing idle tunda in employment-producing con­
struction enterprises. Aa pointed out in the 
memorandum, the Turnpi ke Bonde will be • risk• 
bonds until the Turnpike haa been completed and 
baa demonstrated that 1t will be selt-liqu1dat1ng.• 

He oan not go back and say that we were agreeable 
to those recent venturea. 
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I do no' ~nk ao. ~t 1a wba' that aantenoe la 
auppoaed ~ ha'l'a .. ant. 

(Reading further ) 

1 Up to that tlae, whate•er rlak the~ 1e should 
properly be carried by the Reoonatruotlon Flnance 
Corporation. There ••ema to be no reaaon why it 
i e neoeasary tor the Reoonetruc tion Finance 
Cor poration to dietri bute the bonds which lt takes 
up before the project ia completed. Ae a matter 
ot fact, the paat expPrienoe or the Reconatructi~n 
Finance Corporation i n (inancing large construction 
proJects whose bonds are payable only tro~ revenues, 
8uch as the projeeta ot the Trlborougb Bridge 
Authority, the ~ew York State Bridge Authority, 
t.he Calltorn1a Toll Bridge Aut horit;r and .t he Jones 
Beach State Parkway Authority, ehowa that it hse 
be~n very profitable tor the Corporation to hold 
such bonds and not dlapose or thea until the pro­
Jects have been completed, their earhlng capacity 
proven and the marketability of their bonds 
established. As a mat t er of tact, t he Reconstruction 
Finance Corporation has on hand at the present time • 
approximately $30,000,000 of obligntions of the 
New York City Tunnel Authority or the same type 
as the Turnpike Bonde .• 

Are t hey? 

Yee. That is the tunnel under t he East River 
that i s under construction at the present time, 
solely out of revenues. 

(~eadlng turther) 

"Although t he P~conetruotion Finance Corporati on 
through the Publlo Work a A4a1n1atrati on has a co.U t­
ment to purchase approxima tely $46,000,000 of bonds 
ot the New York City Tunnel Aut hority, no attempt 
baa been made to dispose of any or these obligations 
pending the complet ion or the tunnel under the 
East River in antleioation of whose earnings the 
bonds are being iSsued. Arter aelf- liquldatin.@: 
proJects have demonstrated tbelr earning power 
national banks can very well invest in bonds 
issued tor the construction of auch pr oJects and 
this investment may be accomplished without placing 
unnecessary risks on bank depositors. 
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Foley: 

R •• J r : 

Foley: 

!l.l Jr: 

Fol ey: 

H . .. Jr : 

!lanea : 

H •• Jr: 

Poley: 

R. l: .J r: 

Fol ey: 

Gas t on: 

- 10-

•It the underwrltlng group whloh baa purchased 
the tlO,OOO, OOO ot Turnpike Bonda taken up by the 
Reconstruction Flnanoe Corporrt1on ls ba•lng so:~~e 
dlttioulty ln dlatributing the bonda to the in­
vesting public and that ia the reason why ass istance 
is being sought trom the national banks at thia 
time, i t is suggested t ha t the Reconstruction 
Finance Corporation should consider maki ng some 
arrangement to relive th~ underwriting group 
ot its commi tment.• 

I like 1t all down to the last. 

Well, take t hat ott. You said you want ed some 
constructive auggeetione. 

Well, I do not like t hat last. 

All right. 

I like 1t down to the 1aat . 

I think that is, perhepe, t elling Jesee how to 
run his business. 

•,qell , I do not1hi~ I would bo t her wlth that. 
Hanes has not signed thla . ~Y suggestion i s --

Take orr the last paragraph. 

Leave the last paragraph ott. Let hanes t&ke it 
and look at 1t, and you can get it to me as soon 
as possible ; but I do not like t hat last 
paragraph, John. 

I want to read it. 

I want you to see it. I do not like that last 
paragraph. Is t here eomethlng elset 

Sam Xl aue i s here. Would you l i ke to talk to hlm 
a little bit about the situation in Chicago? 

It I get a chance. 

Thet ie all I have. 

Mr. Hale, ot the General Accounting Ot!ice, ••• u~ 
on the Hill yesterday. (inaV• ~le) They are goi ng 

Regraded Unclassified



!\ •• • Jr: 

Gsa ton: 

H.J .. ,Jr : 

Belli 

R. L.Jr: 

3ell : 

Gsston : 

dell : 

H • • J r: 

- 11 -

to talk to the Chairman or t he Co~ttee. 

Are Bell ' s men all right or aren ' t the1f 

The Procurement Divtaion people eay ( i naudibl e) 

What commit tee i s hearing thi s? 

Th18 1s the subcolll!ll1 ttee or the Appropri ation 
Commi t tee which i s i nveatigati ng the WPA under 
the resoluti on. 

They are not cr i t icizing our accounts on t hat. 

llo , I think 1t 1a Proeure'llent D1via1on t hey are 
criticizing. They did make one atat ecent that they 
have no author! ty to pay the vouchers . 

I think somebody should (!O up t here . Crlt1c18to •ae 
not by Ee.le but by Repreaenta t1 vee iioodrum and 
Ludlow. 

It we can get a copy or the transcript I thlnk it 
would help us . I do not kno• whether we ca n or not. 

Will you see that t hle 18 handled promptly, !lao? 

.. c!\eynol ds : or course, you get a l ot or controversy 911th the 
General Accounting Offi ce, but I do not think that 
shoul d be done . 

H . ~. Jr: 

-elleynol da: 

:: .- . Jr: 

Gaston : 

h.!.. . Jr: 

You and Bell handle it t or me, ~ill you? 

Yea; have it corrected. 
cooplete correction, and 
t ha t it should be done. 

All right . 

It is suscept i ble or 
I think it important 

We have three different agencies that are supposed 
t o be supervis ing t he financing or this t hing . 

Anyway, between McReynolds, Gas t on and Bell, you 
people ought to be able to handle 1t . 

(J.:eet1ng concluded at 9: 55 o ' cl ock A. 1!. l 
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TREASURY DEPARTMENT 

INTDII ~ CC-UNICA'I'ION 

DAft ~" "7 t "-) ~ 

TO J1r, VIIi te 

,_ Kr. 0..1 

!u.bjoet: Kr. Ow.,. D. TOliJIC' • t.aUaoiiQ' 'before tbe !apor&rJ I&Uoll&l. 
Jconoalo C...ttt .. 

11r. o.. ... D. Toaac. Cba.l .... of tbe :loar4 ot tbe 0..1'111 llectno 

Coapeq. cue teatl.,IIQ' .mioh llliT be 4h1U4 into t- ~·• 

(1) a acral hoallT on the Yhloa u4 ........... ot tbe .. ,. wbo bew 
41ractad tbe General lleotr1.o Cooop.JQ', (2) a etat-t ot tbe eovcea 
ot tw•h am acale of operaUou of tbe 0.1.0., •4 (3) u exprealloa 

ot hio neva on tau.ttoA, detlcli n ........ , ore4U poUQT aD1 buallllea 

collt1denco . 

Ve =it UT rertw of tbe •nh of tbe .... who hew 41reote4 tbe 

O.I.C. 

!l'bt O.J.C . ud the electrical 1Dduatrz1 

The 0.1.0. he4, 010 Dec•ber 31, 1938. total retiOIU'o•• of $323 
llilllon. Of thie total, ~ t92 llillion hal bean obtaille4 '117 tbe 
aa1o of aocur1Uea tor ouh. .&., a441Uoll&l. $38 llilUoA reJ)I'UIIlh 

tbe h"""""a of at- 1A ezehuc• f or FOl*'V• !be .....ailll $192 
llilllon of 001p1tal baa 'beeA Aerhacl. troa llll41etr11>1lte4 FOtlte. 

!he coap&Qf hal AO debte, acl. Kr. TOWif; wae quite poalUn 1A hie 

aai\U'ance t hat 1t would 11ner uecl. to look to out alAe OOIU'OU tor 1'I1Db. 

Ot 1 to total &OIIh, $155 llillioA are belcl. &a world~~~ c.pital, $1111 
llilllon ropreaeAte l~m~et-ta ill otber ooapalli .. , $2ll a1ll1on 1a tbe 

ranrn, ancl. $10 llilUoA ooaehte ot 111-llaDeoua auete. fU Yal• 

ot 1 to p1&2!t 1a oalT $110 llillioa. 

'rho boob of t he ~ 4o AOt ehow us:t ut expeii4Uve for tbe 

Olq)l.lla1on of lte pl&At •4 •crca11818At cl.urilll the laat t....nty Je&ra. 
l lldae4 tbe Coap&IIQ' bee ut apet uarlT ae IIIIDh aa ita deJ)I'eolatioA 

allowe.ncea on p!Mt u4 eqlli~>MDt • IA 1920 ih plat vaa canted OA 

tbe boca a t $66 llillioA. fo4ar it 1a n1•4 at oalT tile 1111Uoa. 

145 
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cmr the Its ,.aro of lh ute, u.. 0a.p11117 baa pa14 t703 .uuoa 

1A colh 4hi4ellll.o. I\ baa aloo pa14 '" IH&t o\0011: 4h14ea4o. !beN 

,..,. t~ llectrlc Jollll. &a4 IIIaH Co., Wbl.oll wao 41otrl'llllte4 ao a 4ht4ell4 

on lloe•ber JO, 19211, ... , tile la41o OorporaUn of AMrlca, vldoll 

(tollowiiiC a hUral oovt orur) wao 41otrt'llllte4 u a 41Y14eD4 ta 1933. 

~ac the 1ut two cleo&4eo, tile o,._ !leo .-lllta1De4 a tll1rq 

ccnotant lll&re of till outp10t ot tile e1eotrloal hdut17, about ou-fcurtll 

or o ... -flftll of tile t otal. !be ftlu of 1 te oal .. """ $70 alllloll ill 

1910, $275 alllloll lll 1920, t415 aUlloll lll 1929. $}50 111llloll ill 1937. 

oM $26o allllOil lD. l9J8• Ill 19}3 tile OCIIIJ*IT eOI})lqe4 6o to 70 thou&a4 

poroono. not ecrnnu.., tile ..-pl.,.. •• of lh tnlllal41&rloa. 

Mr. TOW>t; &%pl'oaaad the oplllioll that the aleotrlcal illll.uat17 la 

defllllte}¥ oDe vhlnll ou look forward to tllrther azpauloll. 

fuu. ora41t alii. P"bllc poll&• 

Vitb roprd to tile reculatlon of pu.bllc utllltlaa, Mr. You.., prll1aod 

the vorl< of State aD4 local replato17 oomaiaaiou. IT lllplloatloll, 

ba re,jeota4 the ldea thAt hural re£11].aUoll of uUllUaa la .,. ... ,1&17. 

On ta.ua, be all141 1 1 tblllll: I • ln Yf!I'J cOIIplate accord wttb tile 

reeo..,..ndatlona of the prellml....,. report of tbe llroold.aca IuUtuUon 

on t u lll041t1cationa. • Ba ezpraued eapecialq atro111 obJootlou to tlla 

lll>diatrlbuted proflte &ll4 capital pl.,. tarea. !be ~.:1.0., be aa14, 

bad boon blllU up out of 111141at rtbute4 proflh. llow-a-dqa it 41d not 

matter ill the leaat to tile ~.J.C. wlletber tllera vaa aa uD41atr1bllte4 

prof\h tax or not. !he G.J.C. intenda to 41atributa all of ita protlta 

1D &111 eaaa. Bilt omall eocop&lllea, Wbl.ell naod to build up their capital 

out of earlllQII, are bJv,re4, !beT are rendered boa pablo of coapeUQI 

vttb tho ~.J.C. lor tllelr MIDI, eatd Mr. T-. tile tax ahoul4 be repaale4. 

' 
Ro obJected OYen aero atroQIJ.T to tile capital ClliM tax , M/l'iac \bet 

l t 4toeouraced tile taltlac of rialto . s. 414 not ao41t)' tld.o opillioll """" 

rcln4o4, bT Mr. o•co ..... u. that tile capital cll1• tax be4 ut priYf!llte4 

tbe ttklac of rialto lD. tile 1920' a . "I • atroacl.T 1Jicllu4 to tldllll:, • 

ba conelu4e4, •that tile capital 1alD.o tax la a vlloll¥ U1141airabll it. 

In a proc:ru of natlooal taratlOD. • 

S. roco-..414 that lllc-• i,....ote4 ill llouoi~~& be auapt fro• t axatloll. 

Ba oppoae4 tile 14ea that b&b coW.4 protltel>l.T axtallll. loou to bllol••• 
for flxa4 capt tal , 
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ruh recazd to a.ncu n-tac 11a -.taa 

1 1 • ia t .... r ot '-PorU7 .. ftoU fl-.1., Jll""ia-4 
tb&t U 11 npp~\M liT aa 11111naUwq o\t.alaU• ...t 
helptnl a tti \l&U \owv4 \!Ia ra1lraa4a, \owar4 \be •UlU1oo, 
tower4 tlla coaetruoUoa iJIO!Rotq, aa4 proyU.a tv\llar tbat 
there bo wah roTioioa of tax lawo oa4 nopoaoloa of threah 
&D4 rootro.iah ao will realq ...no the oU..W..\ of 4ofteU 
!iJIA:>OiiiC to wen •• 

Mr. Touac attino4 IIIIIQ' \aao that it h """'"0&1'7 t o rooter• cca­
!14oDCo. lie 414 aot , a\ OD:T poiat, ia41ca\o ia vllat 1\ vao aecooO&J7 
to roatoro coa.t141DO>o, blat !Ia ••t qll!.\o o1'14aa\q tbat blaoiMoo -
v01114 hiTo t o bo roaonr.a ea two poia\ol (l) tba\ t hq ...U bo 
tllovo4 to a4J11Aiotor U.o ~ w1U. ... t oa:r nbotoaUal &«~•• 
•iator!or eaco,• aa4 (2) \bat DO • ......._, .. .,... VOill4 r ooult 1a a 
robataatial car\o.ilaat of \!lair tao:.oo . 
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.. TREASURY DEPARTMENT 

TO llr • White 

Subject: llr . J. W. !!arriger'e TeetiJl!OilY on Rllil~ Capital and 
Finane ins before the Temporary National !conCII!Iio Caomi ttee 

Sources of f\mdtt 

l.!r. B&rriger aboloocl c~ar~ that , duri.nJ the period 192l-1937 
tba Jterican railroads deri'Yid their tunde !or replacements and ex~ 
p8llsion princi pal)J' from internAl aoureoe . Over this whole period, 
the cepitol tunde avail&ble to the railroads totalled $10,)13 ,000,000. 
or tlis total, 71.8 percent (or $7,406,000,000) ..... troa inooooa, 

•.L percent (or $9?0,0"0, 000) - froa decrea•a 1n wcl'ldnc capitol, 
and only 18.8 percent (or $1,9)8,000,000) troa aecurltiee notetioaa. 

0! the internal aour<:U o! tunde 1 depreciation and retir ...... t 

all<1•ances were the mo..t i.lllportant, totalling $3,6o3, 000,000. The 

otller bi& it•a were undistributed earninga, 'Which contributed 
tl,CLS,ooo,ooo and J>OO-Operating incol!ll Wbich supplied $1,735,000,000. 

'!he capital tands procured b7 aecurltiea flotetians ... ,. dirtded 

.. ..,. uneq~ be-en atool<a and funded debt. Onl¥ $362,000,000 
were deri'l'ad !ro• ewe of etocke, wbil.e $1, 575,000, 000 cae troa 
sales or bonds , receivers' certificates, etc . 

Evan the fi&ure o! 18.8 percent perhaps attributes a lllialeading~ 
large &bare or gross rai~ capitol tunde to •curlty flotations. 
PAilny accounting practice aeeigna practicallT all expanditw.e an 
ro.dw~s and atructaree and the ~r part of expandituru on equ1J>­

~ont to current maintenance coets. During the period 1921--1937, the 

railways of t he United States spent $10, 831,000,000 on current mal.l>­
tenance of roa~s and atruoturea , charging ~ $124,000,000 to the 
depreciation (or cepital) a ccount. n,.,. spent $13, 875,000,000 an 
current uintenance o! equi,._.,t, cbarc1-nr ~ SJ,lbl,OOO,OOO to de­

preciation on this i tea. 

The ccmiti"" o! the rail!!l! • 

Both oaintenance and depreciation expenditures are nria~. 
llaintenance expenditures are ll&de out o! (lllM'ellt 1ncc:ae. When .......,,. a 
de not • - to tbe ......,._.t to juati.!)' hea'W)' pi.n~oe e:rperdito.ree, 
tbase expanditlll'ee u:r be poetpoaed troa year to year 1n • _.. Wbicb 
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,,...tJ,r impeira tM efficiet~CJ aDd aatet)' of t.he reu...,. 111 .... .,. 
yoar or t hAI 19)01 a ...U"*Y expenditure a on uint«<.noe 1\a.w been 
leo• than in t he lcnreat :rear or the 19:itl'a. For the e1&Jlt ;,.are 
19)0-19:37 raUn7 expenditures on maintenmoe awraged on4' about 
oM bl U1on doll.are a year 1 or about nina hundred 111111011 clollara a 
year leee than the average annual expenditure on uintenance in the 
preoeclin,!l eight years. This is a feotct the greatast. ecollGiic ,_ 
portance. The 1"" le'V111 or r.eintenanoe outl&Ta \Ulcloubtacl4' retleota 
the IIIIIJ.l vol ..... or tratfic, but theee lcnr ouU.,e .... in turn a 
depreeaant to the s-ral le'V111 of eoonoooic acth1. ty. 

Depreciation all.o•- • are cal.culatacl by the raibra;ya 011 a 
•rtruaht line" beru. lD other worcle, e.,..,. ita. 1a clepreciatacl a 
ti.xecl percentep ..,.17 :rear. &t clepreciatiCIII al.lowmcee IUQ' or ..., 
not be epent on repl.a....,nte. lD tbe 19)01 a, clepreciatim allDw-• 
w.n-e ortan ueecl to pq bond intareat, 1fhi1e the rall"*Y• ~ 
tbtir peylical capital. Ball-..;, capitol axpendit.ures on roed aDd 
equipnent averaeecl lees tb.Jn $340 111111on a :r-ar in the eight :rears 
19)0-1937, ccmparecl t.u an a ... rage or o-..r $82S 111111m in the eisbt 
prececlins years . In 1932, 1933, 19)4 ancl 193S railway capital e:r.­
penditureo on roadwa;r and equiP*lt did not equal the aeeountinl 
depreci.ation ot-erpe. 

l{r . Barri&er preeentacl e coeprebensi'V11 !actual ane4'•11, which 
revealed elear4' ·the weak poaition of tbe raUroede. He mecle no 
reeomendat10111 nth rasarcl to policy. 
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! 50 

111 !AX S!A!IIIIft 
(Meetill8 held at 2211 - 30th St. l 

llq 23, 19)9. 
Stl5 P. II. 

Pruent: 

H .. M.Jr: 

Dutf1el4: 

Blough: 

B.K.Jr: 

H.X.Jr: 

llr. O..ton 
llr. 'lihUe 
llr. Blough 
llr. J>utf1el4 
Kr. Raaa 
Kr. KoReJllol de 

Do 701.1 auppoee on th1e paragraph tol.ll' I oould 
ea7 - 701.1 don't vaat to !lake 1t tbat I ea1d th1a 
1n 1 37, do rout 

Soae ot 1t waa ' 37 and aoae 138. 

Soae ot 1t 1a ' 37 ead eo•• ' 38· 
All right. Oan I aa:r t h1a: "For the recol'd0 t 
Or do 701.1 t~ thla 11 batter th1a ¥aJ' 

Well, let 1 e ae e, 701.1 •a:r 0 The Treaai.II'J Departaent 
tro• t1ae to t1ae haa ~eted eeYeral cheagee 
in the t ax l ava •••• • 

( KcReJDolde ooaea 1n) 

Hello, Kao. BaYeD 1 t a1aaad a tl'1clt. 'l'alte ott 101.1r 
coat. 

Juat readi.n& thle. 'l'h17 &a1 "The 'l'reawi'J Depart­
aent troa tUle to t1ae haa augg11ted eenral cheagea .. .. I • 

Outonl I ~ that 1an' t plain enough, beoauaa that aigbt 
be j ust troa Uae to UM 1n con•eraaUon; but w 

ha••···· 
llaae: • •••• heretofore auggeatt4 to th1a Ooaalttea. · •• • 

R.II.Jrl Well, vh7 not aa:r •during rour heal'1nga 1D 1937 
and 1938"' 

Dutt1el41 That ' a a good 1daa . 

H.II. JN 'llhatt 
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' .. ' . 1 • 
- l . 

~ l I ' 

Dut1"11l41 

ll.li.Jrl 

Gaetonl 

Duttieldl 

R.M.Jr: 

Dutt11l41 

H.M.Jr: 

Dllttieldl 

II,M,Jrl 

Blough I 

II .K.Jrl 

Blough: 

B.k.Jr: 

Bloll8h: 

Dllttieldl 

R.M.Jrl 

·---~~~---..,_..,~~~--·~·-· --.-~-cr~·~~· ·. ~. ··~ 

•. 
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!bat'• a soo4 idea. 

Wbatt 

Yea. 

1 .. .. durine; heariaga before thie Oo•Uhe 1a 
1937 and 19~· • 

Bell.o, Jlart7. 

BQht 

I thiak tilat 1 e a good idea - • .. .. durillg bearillge 
before thie Co.Uttee I!DI'ing 1937 and 19~ .... 1 

1 .... repreeentat1Tee of tbe !rea81117 Depart.ent 
brought to ,our attention • • •• • BQht 

• •• • • eeTeral ohangea •••• • ADd thereat would be 
all right, huht 

I thiak eo. 

Bow would 1t read nowt 

11ur1DJ heariage before thia Cou1tt .. dur1DC 1937 
and 1934 repreaetatine of t h e !reaelll'7 Depa.rtllent 
~eted ..... eral ohanpa 1a the .... 1 

I d14n't ea:r •wcgeate41 - 1 broll3bt to :rour atten­
tion . • 

• •••• broll3bt to :rour attention aeTeral ohangee 1D 
the tax law upon 11hioh Oongreu baa not :ret aoted. 1 

!bat 1 a rigbt. Chazl8e the aeoon4 1 4ur1Dr1 to "in. 1 

And then thia waa •:r tboagbt - I hann't been able 
to aleep, I 1Te been th1Dkilll - in order that the:r 
wn 1 t thiak tilat I espeot U now- 4on 1t take thie -
I •an I '• Juet so1nr to ea:r I And •rel:r tor the 
reoord I '110ul.4 lUte to aca1n brine thea• wcgeeUone 
to :rour attantion. • 
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Duffield: 

H,l!.Jr: 

llhl.te: 

(hlaton : 

Vblt e : 

Gaston: 

B.l!.Jr : c 
Gaston: 

Vhlte: 

H.M.Jr: 

Blough: 

Duffield: 

B.M.Jr: 

( 
Duttieldl 

• 

- 3 -

Yea. 

Juet th1.nk that OYer a ainute, BH what I aeant 
I aean I don't expect th• to do an;rth1.ng about 
u. I .. an I don ' t vant thea to 8&7- I •a doing 
1t .. rel.7 tor the reoord. Vhatt 

I don ' t l1ke that . 

152 

I think that throve 7our euggeet1one down too hard. 
The7 are not Yer,. eaphatic in t h1e vq. 

You •&7 8&7 1 t aerel.7 tor the record, but I think 
to aake that etatement, to spell out that 70u 1re 
eqing it merel7 tor the record, hae a peoul1ar 
tinge. 

I think it vould be bet t er not to uae u. 

Well, do I expect thea to make theee changes th1e 
Jeart 

No, 70u 1 re repeating recommendatione. All these 
are recommendations that are being repeated. One, 
two, three and tour are recoamendatione prertouel7 
aade, You 1 re not Yer,. 1neietent about aDJ ot th•. 

Would JOU •&7 that JOU want to repeat the reoo•enda­
t1one at ever,. appropriate occaeiont 

I etart here b7 sqi.ng •I dee1re tirlt to reiterate 
two tax reoo-endat1ont which the Preeident hal 
a1read7 aa4e and tvo euggeet1one tlhich the '1're .. ur7 
hal prertoualT preeented. 1 

Have to be 1 eeYera1 1 or •varioue.• 

• ••• ,Yar1oue euggeetione• - 7ee. 

• ••• • 4ee1re to reiterate two tax reooaendat1on1 vh1oh 
the Preeident hal a1read7 aa4e and 1enral eugg .. -
t1onl which the Treaaur,. hal preY1oU8l7 preeented. 1 

That I e all right. 

Yee. 
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H.M.Jr: 

Duffield I 

Blougl\1 

H.M.Jr: 

Blough: 

Dutt1eld: 

H.M.Jr: 

Blough: 

H.M.Jr: 

Blough: 

H.I!.Jr: 

Blough: 

- 4 -

You want to change t~t one word' 

We d1d o~ it, didn ' t we , Ro7' 

rrom •two• to 1Var10ua.• 

All right. Th.en thie t hing - tour - hov would 1 t 
read nov' 

' I 3 _ .) 

Well nov, we ' ve r eviaed 1t. Do 70u th1nlt t his von 't 
t1t nov ' 'During h ear1nge betore this Commit tee 
in 1937 and 1938 representative• ot the Treasur7 
Department brought t o 7our attent ion several change• 
1n the tax lave upon vh1oh Congress ~· not 7et 
aoted. 1 Is t~t gp1ng t o be duplication' 

No, b eoause 1n each one ot theae things - 70u ear 
•In my statement ot March 24, I said so and ao ••• • • 

No, 70u ~ve a time t aotor. So hov would it be' 

•During hearings betore th1e Committee in 1937 and 
1938 representat ives ot t he Treaeurr Department 
brought t o you r attention sever al changes in the 
tax lav e upon which Congres s has not 7et acted. • 

That 1 a all right. 

•ot theee t he principal ones a re curtailment ot 
the depletion deductions now allowed to c ertain 
natural reaouroee industr1ee • •• • • - do 70u want 
to cut it down to that! 

Well, this atternoon we were tallt1ng 1n te:t'lls ot 
cutting that down, but • • •• 

No , no. 

But it 7ou1 re gping to put theae other onee 1n, 
perhaps we should juet ea7 1 t a s we did betore 
•oil and gas vella and certain mines. • 

H.M. Jr: Yea. 

Haaa : Mr . Secretary, it J'OU want to eotten that a bit 
70u could leave out •upon vh1oh Congress has not 
:yet acted. 1 

• 
.. 
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ICoR: 

H.M.Jr: 

Blougbl 

s.JC. Jr: 

Blougb: 

MoR: 

H. M.Jr; 

Blougbl 

MoR: 

Blough: 

- 5 -

tto. 

Now, just a second - go baolt to the preY1oue l&~~g~~&ge. 

Yea. •or these the principal onea are ourtaUaent 
ot exoeaaiTe deductions •• • • • 

• • • •• tor depletion or oil and gas wells and certain 
aiDes.• Juet put that in. 

• •••• ourtailaent or exoeeeiTe deductions tor depletion 
I .... 

!h1e reada now •or tbeee the principal ones are oar­
tallaent or the deductions tor depletion now allowed 
to oU and gas wel ls in certain 111Dee. 1 !hat doesn't 
sound ri~t. • • •• • eliii1Dation ot the preferred 
1nooae tax statue enjOJed b7 residents of coamunitJ 
propert7 Stat es and integration ot the estate and 
gift taxes.• 

You don't allow deductions to oil and sa• wells. 

Ve allow deduotione tor depletion ot oil and g&8 
well e. 

Xa7 I aalte a suggestion, that under tour JOU baTe 
a, b, o, d, eo the7 stand out, •••' 

All ri~t. •or theee the principal ones are (a) 
ourta1laent •••• • - now, wbat was that, Maot 
• .... curta1laent ot the deductions now allowed tor 
depletion ot oil and g .. wells and certain a1Dee•t 

• •• •• curtailaent ot exoeeeiTe deductions now 
allowed tor depletion ot oil and gas well• and 
oerta1D aiDe e. 1 

•ot these the principal ones are (a) ourtailaent 
ot exoeeaiTe deductions now allowed tor depletion 
ot oil and gaa vella and certain 111n••, el1.11ination 
ot the preferred 1nca.e tax statue • • •• 
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MeR I 

Blough: 

J!,M.Jr: 

Du.rr1eld: 

Blough: 

H.X.Jr: 

Blough: 

H.M.Jr: 

( Blough: 

K.M.Jr: 

Blough: 

Vh1te: 

Blough: 

Gaston: 

H.M.Jr: 

Blough: 

H. M.Jr: 

( 

- 6 -

That would be (b). 

•, • •• (b) elilllin&tion ot the preferred 1noome tax 
atatua enjoyed by residente ot oommunit7 propert7 
States, and (o) •••• • 

Val t a minute, I ' d like to get in the taot that 
1t'a eight States. 

• •• .• ot the eight oommun1 t;y propert7 Statee •••. • 

• •..• ot the e1ght oo..un1 t7 propert7 States, and (c) 
integration ot the eetate and g1tt taxea. • 

Now, that word "integrati on• doeen ' t satiety ••· 

• Coord1nati.on • t 

lfbat 1a integration! I don 't know. 

lfell, an7 l1nlting together 11 
a rather general, Yague word. 
togethar. 

I1 1 coord1nation• •••• 

an integration. It' e 
It means the7 tunct1on 

•coordination• ie perbape a little clo1er. I don't 
ltnov whether it i1 oloaer than 1 1ntegrat1on.• 

1 Inter loclti.ng, 1 po1aibl7! 

Coneolidat1on 1e not llhat you're recoi2Uiend1ng. I 
tbi.nlt that'•· · ·· 

I th1nlt preoieely it 1e int egration, not conlol1da­
t1on. It i.a. making the g1tt taxee complementarJ 
to the eatate taxee. 

0 . 1:. It Bob McHugh 1a 1n there, do 7ou want to 
start him on it t 

It'a only a halt page. I euggeat we get thrOugh 
halt a page and t~en 1tart h1m. 

Then we go on. 

... 
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Blough: 

DuffUl d: 

'.laaton: 

Slough: 

Gas ton: 

( 

H.M.Jr: 

Blough: 

<lftaton: 

H.M.Jr: 

Gast on: 

K.l!.Jr: 

KoR: 

Gaston: 

H.K.Jr: 

- 7 -

' A oomprehensive revision or the tax structure ae 
a whole a t this session or Congreaa aoaroely seema 
reas i ble ••• • • That's &ll right. 

Kay I oall attention to the raot that that is 
Jake Viner ' s revision or the l anguage over which 
we had eo much dirrioulty at one or the sessions. 

I have the previous language here. 

And Eddie Greenbaum has another suggestion. How 
does this read no"' 

This reads 'A comprehensive revision or the tax 
structure as a whole at thie aeeeion of Congresa 
eoaroely s eems feaeible, eepeo1&lly 1n the absence 
of an adequate study of overlapping taxes. • 

Well , Eddie softens 1t t o - he says 'Even though 
a comprehensive revision or the tax structure as a 
whole may not be feasible at t h1a sessi on or Congress, 
that , in my opinion, should not reetrain your 
Committee ••• • • That 1s, he strengthens it. 

Yea, I think that 1 s an i mprovement. 

I 11ke 1t much better. 

I l1ke 1t better. 

I think that ' s an i mprovement. This kind of throve 
it down. 

Yea , this throve it down. Of oourae, this i e more 
what the President wanted. He wanted to throw down 
a comprehensi ve revision. 

No, I l ike what Eddie aaya. 

I like that last one. 

It's a simpler, more •• • • 

How does he put it - •Even t hough •••• •? 

.. 
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06JtODI 

Blough: 

H,K.Jrl 

Gaston: 

B.X. Jr: 

Blough: 

Oaeton: 

KoR: 

Oaaton: 

Vb1tel 

H.K.Jr: 

Gaaton: 

11bJ.te I 

- 4-

1 EYen though a ooaprebene1Ye HY1a1on ot the tax 
e\rvoture ae a whole 11a7 not be teae1ble a\ \hie 
eeeelon ot Oongreee, \bat, ln ay op1n1on, abould 
not ree\ra1n your Ooaai\tee• and eo on, 

• ••.• that taot, 1n ay opinion •• .• • 

Do 1 t onoe more. 

1 1C'ren though a. ooaprehenl1 Ye reY111on ot the tax 
etrvoture a.e a .mole .. Y not be tea.e1ble at thie 
11ae1on ot Congreae, that, in ay op1D1on, ebould 
not reetra1n1 and eo on. 

lot reetra1n vhatt 

You JUIIP into the next eentenoe. • ••.• your Coa­
a1ttee troa g1Y1ng eer1oua attention at th1e t1ae 
to reiiiOY1ng trom the tax lave any aa.nlteet 1n­
equ1t1ee or other deteote. • 

I think thie above that I 1111 moYlng - Barry, get 
thie - towards a program nov at tbla ae111on tor 
other thinge, I think \bat ' a an 1111ProYeaent. 

I think 1t 11, too. 

I like 1t auoh better. 

Opene .the door liUOh wider. 

I wonder wether; 1n Yiev ot the taot that you'n 
qklng 1t a U~tl.e et ronger that vay - whe t her 
you a1ght va.nt to change the verde •aay not be 
teae1bl.e1 to 1 18 not teaa1bl.e, 1 beoauae 1t real.l7 
len' t a reel.l.y ooaprehenel Ye - and then that woW. d. -
don't you va.nt to aake 1t that vat' 

Well, that veakene 1\, doeen't 1\t 

Yee. 

I aea.n you're strengthening lt 1n one place and 
JOU•••• 

No. 
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Qaaton: 

H.M.Jr: 

Dutt1eldl 

li.K.Jr: 

Vbittl 

B.M.Jr: 

Vhlte: 

Blough: 

Gaston: 

H.M.Jr: 

Gaston: 

lfhite: 

Blough: 

Haaa: 

- 9 -

You want t o strengthen it detinital7. 

It 1 • hardl7 oonehtent with •enn thouSil. • 

An7bod7 else aall:e another euggeet1ont 

' 

It 1 • a long V&:f troll the Pree1dent I e original 
language. 'l'hat 1 e ll7 only obeenat1on. 

You 11ean th1e one. 

'!'hat 1 e the one that we had 1 I t 11 ph)'e1oally 
iiiPOUible • • • • • 

Yell, a lot or water hal gone oTer the daa and • • •• 

Ot oouree, a ooapreheneiTe reY1eion or the tax 
etruoture 1e a bi g order. 

. ca 
-~ 

Well, what are we going to •a:t nov - •enn though1 t 

0Even though a ooapreheneive revieion or the 
tax atructure aa a whol e ••• • • - oan we correct 
that language there - "••• • •&:~ not be teaaible at 
th1e eeaeion or Congreea, that 1 - or •that tact, 
i .n 117 opinion • •• • • 

I euggeet 1 that tact.• 

Yea, I think eo. 

Yee. Nov th1a ie • •••• trOll g1Ting aer1oue atten­
tion at th1e t1ae to re110ving troa the tax lava 
any aaniteat inequ1tiea or other deteota.• 

Yea. 

Vh)' the •ae a ¥nole" in there t I e that neoeeear)'t 

1 Coapreheneive•- 1 aa a whole. • I think it1
• tvo 

ideae. One ie compreheneive reYia1on, the other 
ie t he whole tax etruotur e. 

Balance the ooneuaption taxee againet the othere, 
and all that. 
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BlOug!U 

H.M.Jr: 

R.JC.Jr: 

Blough: 

H, X • .Jr: 

Gatton: 

H. K.J'r: 

Outon: 

H,M,Jr: 

Blough: 

B. X.Jrl 

Dutt1eld: 

B. M.Jr: 

- 10-

Jot oal7 Uw onrl.app1q tu .. 14ea, blat the 
re4eral-State etruoture •• •• 

See 1f I heYe U . 1 ben tllou&tl a -.,rehelli1YI 
reY111on of Uw tu etruotve u a tdlole ~~q DOti 
be teuJ.ble ati t11U1 •••110Jl of Ooacre••• ~' 
faoti, 1D a:r op1D10D, lhoul4 DOti rtll10ra111 JOIU' 
Co•Utel fro• CJ.YJ.Jlg .. 1'10111 aUaUOil at; ti!U1 
t1ae to reiiOY1DC tro• tbl tu lan anr lllll\1fnti 
1nequ1t1ee or o~er defeote.• 

!bat'• the whole etateaent. 

!bat 1 • the gutl of the whole etat•ent. Buht 

I Yerr IIQoh prefer ClUe lanruace. 

I MaD 1t I 1• SOlJlg to get liP aDd I&Jo 1Well DOW, 
gentl .. en, I'• so1Dg to .U:e tbe .. euggeet1one, 
but 1t 1 e abeolutelr •••• • 

1Bu10 7011 oan't do 110. 1 

"But TOll 0811 ' t c1o 1 t. I 

tee, Chat 11 wbat bothered •· 

h thet what the Prel1dent wrote 1D or1g111allT' 

Well, he had 1nooaprel:lene1 ble languaae. Do rou 
ha•e 1t, Genet llee, tllet '1 the 1ph7e1oallJ 1a­
poee1ble1 th1DC. 

I re•-ber that. 

1It ,, .. , phJe1oall7 1apoee1ble at t1U1 eeee1on of 
Oongren to rewrite the tax lan before the epeo1al 
etud7 oo..tttee hal conferred with 8tatee and 
awuo1pal1t1ee and brought 1n a report.• 

low rea4 1t, 1f 70u c1on 't •1n4, 01101 110re the war 
U 11 now. 

· r a 
-~~ 

Regraded Unclassified



Blough: 

H.M.Jr: 

Gaston: 

ii.M.Jr: 

llhl.te: 

llhite: 

H.M,Jr: 

Vh1te: 

Duttleld: 

llhl.te : 

H.M.Jr: 

Blough: 

• 
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•Even though a comprehendve rev1e1on or the tax 
etruoture as a whole ma:r not be reae1ble at th1a 
eeee1on or Congreee, that raot, in m:r opinlon, 
ehould not restrain :rour Committee rrom giving 
serious attention at th1e time to removing rrom 
the tax lava an:r man1reet 1nequ1t1ea or other 
dereote. • That's the end that eomebod:r euggested. 

Wb;r - I don't see vhat •ae a vhole1 adde. 

I don't think it adde a lot. •Co!llprehensive re­
vision or the tax etruoture• tell e the etor:r. 

•Comprehensive• - •aa a vbole1 - I mean they're 
the t vo same vorda, aren 1 t the:rt I mean the &IUH 

th1.ng. 

Vall, •as a vhole 1 makee it even a broader, bigger 
program. That ' s vh:r I'd like to eee it out. 

Well •••• 

I mean ror this statement . The statement is strong 
as it ie. 

•oomprahena1ve• is the big word- • •••• revisi on or 
the tax structure at th1e eeeeion •• •• • I ' d leave 
out • ae a whole. • · 

Then would :rou want to ohange •ma:r not be 1 to 1 ie 
not•t 

• •.• • ma:r not be feasible ••• • • 

• •••• ma:r not be teaa1ble1 to 1 ie n.ot raaaibla. • 

No, no. Nov, do you mind, once moret 

1 Evan though a comprehensive revieion or t he tax 
structure ma:r not be feasible at th1e eesaion or 
Oongreaa, that tact , in m:r opinion, should not 
reetrain :rour Committee rrom giving aerioue atten­
tion at this t1me to removing rrom the tax lave 
an:r maniteet inequitiee or other dereote.• 

• 
.. 
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B.II.Jrl 

Blough I 

I!. M.Jr: 

Blouglll 

B.M.Jr: 

Yb1te : 

R.X.Jr: 

llhl.te: 

H.X.Jr: 

Blough: 

H.M.Jr: 

1.61 
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Nov tb1• tbi.n8 1 In IOYaber I eaid. ••• • 

Mar I, betore w li&YI tba1i - I think toM one nc­
S81tld a""'n« the wo1'4 1 &DJ aaniteet 1nequit181 
or other dlteoh that a., n1e11, 1 paUlO« 1n the 
idea that there a., be eo• there but tho11 are 
the on•• we are look1ns tor. 

Ob no, JOU'ra putt1n« - I ••an rou throw 1n eo aanr 
oounter-balanou that b7 the tiae JOU set tl:l:rougtl 
rou Juet W&lh 1t out. 

O. I. 

The word• •anr aaniteet 1nequ1t1ee • ••• • 

lfbo IU8181ted thatf 

I su•u I did. 

Yee, well ••• • 

Beeae to 8&7 1let 1e 80 tbrougb tbil eaok ot potatoee 
and throw out an7 bad onee. There ~ not be an,­
bad onee. That doesn't 8&7 there ie. 

I don't want to tind •71111'- I want thea to do 
IOilltbiJIC, God 4aml U, 

Nov, I know that I euggeeted tb11 eentenoe •In NoYea­
ber I aaid that ' we want to adJu•~ 1Jlequal1Uee 
and raaed7 deteotl 1Jl the tax lave. 11 llben I look • 
a t it now, I thiJik, well, a:r God, Joyuber 1a a 
lon« Uae between drinke. 

M7 Yote i1 t or it out. 

To leaYe 1t outt 

All the tellowe in New York wanted it out. 

Did tbe,.t Yell, I think eo too, beoauae 1t'• a 
long tiae between JloYeaber and ~ - •Do JOU loYe 
•• in loYeaber ae JOU dld 1n Mart 
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Noveaber a rear ago. 

That '• the second lloveaber baok. 

I think I 1d leave it out. llow, doea that eentenoe 
ear eoaeth1ng the war we 1ve sot it' 

Let 111e read it again. 

1!:Ten though a ooapreheneive revieion ot the tax 
etruoture aar not be teaa1ble at thie eeee1on ot 
Congreae, that tact, 1n •r opinion, lhould not 
reatrain rour Couittee troa g1T1ng aer1oue atten­
tion at th1e t1ae to relllOTing troa the tax lan 
an7 aaniteat ine~u1t1ea or other deteota.• 

Ot oourae, that 1an1 t paraphrae1ng ~t the Prea1-
dent aa1d, it 1 e replJing to what the Prea1dent 
eaid. 

That's all right , 
the V&J• and Meana 
terence. 

Be 1 e teet1t1ed twice now betore 
Committee at hie prees con-

Could rou t1nd a qua1itr1.ng word tor 1 aan1teet 
1nequ1t1ea, 1 beoauee a.tter all that mean• all the 
1ne~u1t1ea and all tbe deteota. Thera are a lot 
ot thea, 

It 1 a obv1oue - •man1teet• mean• obv1oua, un~ueat1onable, 
plain. 

That 1a, a ooaprehens1ve rev1a1on ••• • 

1 8er1oua•t •Man1taat• doeen 1 t aean •aer1oua, • but 
whAt JOu have 1n a1nd • • ,. 

Don 1t water thia down &D7 more, Barry. 

llo, but what rou a&J 1D the aeoond part - JOU •ar 
at t1rat that a ooaprehena1Te rev1a1on 111&7 not be 
teaa1ble, ret rou ear ther ought to reaove anr 
aan1te~t 1nequ1t1ea. It 1 e the aaae thing. 

... 

Regraded Unclassified



o.aton: 

B.li.Jr: 

outon: 

Vhite: 

l!oR: 

O.eton: 

H.K. Jr: 

Blough: 

Dut!ield: 

H,M,Jr: 

Blough: 

H&&e : 

H.M.Jr: 

Blough: 

Oute n: 

- 14 -

No, inequitiea that etiok up, that are •• • • 

The7 1 re aaniteat, 

••• • pl&1nl7 e~ident. 

:63 

1 Kanit'est• ie aomething that can be dieoerned. Oh 
well •••• 

.A. comprehensive re~ie1on might in~olve, and probabl7 
would, a change in the whole ph1loeoph7 or JOUr ta.x 
etruoture , and that isn't neoeeeal')' in order to 
correct aaniteet inequitiea. 

There ma7 be a thousand detects, but there are hal t 
a dozen that are lii8.Diteet , that anybody can see • 

.A.re ve through v1 th page 8t 

Yea. 

The tirst sentence on 9 ehould come out nov, Ro7. 

Yse , because that retere back to my November etate­
aent, 

Yea. 

Ie that paragraph rigbt - I aean abou t that lavt 

Well, I ' m going to come to that i n a minute. 

Mr. Baili e urged lea~.ng i t out. Mr. ~reenbaua 
suggested that JOU aa~e it tor use 1n a preee 
oonterence or eoaething lift that. 

I ~el')' carefully go over thia other t hing, then 
I begin to quality it and I •m apologizing tor being 
up there. 

.A.a Mr. Bailie a&J• • :rou have no apologies to aaka 
tor this etateaent. It doean 1 t need t o be alibied. 

And JOU don't need to redet1ne 7our poe.1t1on betora 
this Coiii.Giittee. 

... 
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Jake Viner 41dn1 t lUte it eUher. 

Didn' t hat Bow did Barry White teal about itt 

I teal it ahould be out. 

llaot 

I don 1t think it 18 neceaearJ. 

I th1Dlt I 1 d cut it - the whole paragraph. 

Du.ttield: Ve 1Te got to aaTe that aentanoe 1 Tberetore, I ehould 
Ulte to bring to JOUr attention certain tea1iurea 
ot the tax &Jatea whioh .. J warrant ree~atioD. 1 

H.lC.Jr: llo, ve'Te JuSt ea1d it 1n the preTioua paragraph. 
You told them that JOU want to take a look at 
tboee which are aaniteetlJ•••• 

Gaston: 

Blough: 

GaetODI 

Duffield I 

Oaeton: 

H.lf.Jr: 

Blough: 

Oh, all right . 

How doea it connect - read t he next . 

1 Beto re apecitJ1ng the tax proTiaiona vhicb I balieTe 
daaerTe JOUr apecia.l attention at th1a t1ae • ••• • 

That '• all right . 

Tbat 1 a all right. I 1a aorr,. 

that booke all right. 

All right! 

1 Betore apecitJinS the tax proT1aiona vhicb I belieft 
deaerTe JOUr apec1al attention at th1a Uaa, I v1ah 
to e!lphaa1r.e the 1IIJ)Ortanoe ot aa1nta1n1ng the 
preaent reTenue 1n &DJ tax reT1don which -r be 
made.• 

!low, do I han to aaJ that dallll thing againt 

You haTen 1t aa1d 1t Jet. 
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Ob, haven't It Ie tbie the tiret ti .. t 

Tbh ie the tiret t1ae JOU •aJ an,tbing about 
11&1nta1n1ng revanue. You laJ it eix tiaee hire. 

I aean I ' • a l.1ttle - etarting 1.n the a1ddle, 
I didn 1 t know what I bad eaid. 

'Before specifying the tax provision• vhiob I 
believe deeerve JOUr epeoial attention at tbie 
t1ae, I w1eh to emphalir.e the importance of 11&1n­
ta1n1ng the preeent revenue in an, tax rev1e1on 
wbic~ laAJ' be aade. Ve 11111t not forget that one 
ot the 111portant objeotiv .. of our t1eoal prograa 
11 to approach a balance between revenuee and 
expend! ture e. • 

I eaid that before. 

Yee, JOU did. 

Yee , JOU have. 

Well, I 1m perf ectly willing to B&J it again. 

That 'e all right. 

1 For tbie reaeon an, tax reductlone auet be ott­
eet bJ tax increases eleewbere. In _, op11l1on 
we ebould under no oircuaetancee weaken the revenue­
producing capacitJ ct our tax etructure at tbie 
time.• 

Now, where I ditter troa the Prelident 11, be eaye 
it '• got to coH tax tor tax. 

'l'hat 11, it JOU reduce col'J)orate tax .. JOU 11lcreaee 
corporate taxee. 

I won't •aJ that . 

1 I n _, opinion we ebould under no oircuaetancee 
weaken the revenue-produoing capaci\J of our tax 
etructure at tbie tiae. I regard thie ae an 
euential rectuireaent to which anJ prograa ot tax 
revieion that aay be undertaken at t bie eeeeion 
IIUit oontora. 1 

• .. 
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"It tax re•1e1on were oont1ned to tax reduot1one 
the reault1q unoerb1Dt7 u to our tuture t1aoa1 
poe1t1on would injure and not help bueineee, We 
IIU8t take no etep wbloh the publ1o 11a7 interpret 
u m~g alfa7 troa the objeot1•e ot a balanced 
budget.• 

1CS 

Now, JOU do 1&7 1t a1x t1aea. Ian 1t that too auoht 

Earle Ba111e eug~~eeted there that 1natead ot aa71ng 
•auat• 7ou •&7 iehould. 1 

That'• the laet line. 

• •••• that ve suet not •• • • • 

He ea1d he telt that the earlier oouenta were made 
a1ldl7 and that here there 11 a euddiD ah1tt 1n · 
the worde 1 au1t contora. • Be auggeated a1a1l.ar 
ohangee 1.n the eaae paragraph at the top or page 10. 
I think there ' • a good deal ot r oroe to that poa1-
t1on, that :rou atart la71Dg down the law here, 
whereas •••• 

You know why. Th1a 1a where the Pree1dent ea1d t o 
pour 1t on. 

tee. 
Let ' e take a look at th1a a a1nute, aee 1t we can't 
out th1e paragraph 1n halt. That might tue eoae 
or the toroe out or 1t. 

Yea. That paragraph n• del1beratal7 padded, :rou 
know. 

Now look, gentleaen, 1r :rou read down to the aent1noa 
whloh beg1na •In •1 op1n1on •••• • - auppoe1DC w1 
Juet tor a a1nute atop there, 70u ae1 . •ror th1a 
reaeon &n7 tax reduot1ona auat be ottlet b7 tax 
1noreaeea eleevber1. 1 Suppoe1ng w1 lett the reet 

ott. 

I don ' t think 1t would hurt the thing at all. 
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I'd l ike to aee 1t 1n, beoauee 1 t ' a about the 
onl7 plaoe where rou br1na out that - tor the 
purpoee ot the laat .. ntenoe - 1 Ve wet take 
no atep wbioh the pabllo 11a7 1oterpret u ., ... 1og 
avar troa the objeot1•e ot a balaooed bQdset.• 
.And 1t 70U haYe that aentenoe 1n, 1t neede one 
or two ot the other preYioue eentenoea. 

I would auggeat leaYing out two aentenoee. 

• In ar op1o1on • • •• • and •I regard thie •• •• • 

Yea. 

I think thou can both be lett out. 

167 

Then 1t would read: •ror thie reaaon anr t ax 
reduction• muet be ottaet b7 tax 1noreaaea elee­
vbere. It tax reYie1on were con.t1ned to tax re­
duction• the reeulting unoertatntr aa to our tutur e 
t1eoal poe1t1on 'IIOuld 1nju.re tllld not help bueineu.• 

I think that '• all right. Kaot 

I'•• got no objeot1ona. It reade all right. 

Harrr' 
That ' • all right. 

Theile two eentenoea out. 

What would rou think, 1n that laet aantenoe, in the 
eeoond liaw ot page 10, ot a~ng •ve ehould take 
no atep vhioh the public aar 1nterpret • ••• •t 

o. ~. 
•ve abould take no atep •• • • • 

411 right. We'"' ahortened it. Are we all right 
down to • In d1eouuing the eleaanta •• • • •t 

Yee. 
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Now let ae Juet atop here a minute. Vbere we 
eq - in the t h1na that IIQ'1'1 eaid be Ultea -
•we ehould t ake no etep w!U.ob the publlo 11a7 
interpret •• mo-ving aft)' troa the obJective ot 
a balanced budget• - 1e that in tune wUb what 
the President aa1d laet night' 

He oerta1nl;r aaid we abouldn 1t .. .. 

Should take no step in reviling taxea - I mean 
ao tar as tax obangee are oonoerned. 

But what be aa1d l ast n1gbt was that we 1d get a 
balanced bv.dget when we get an &> b1ll1on dollar 
naUonal i noo ... 

But :rou wouldn't del1beratel7 undertake a tax pro­graa.. .. I see TOUr point. 

I •a Just ra1s1ng it. I 1a not sqing it. I think 
that 11.7 pb1loeop~ all through 1e qu1te d1tterent 
troa what ba expressed l ast night. 

Not on the tax si de, I should sa7, but on the other. 

Your pb1loeop~ 1s to maintain revenues. 

Yea. 

You put it on both sides. 

It' a all right. 

I l istened to the President's statement -ver:r oare­
tullT last night. I wouldn't oons1der that this 
negati-ved h1s e t ateaent. It ie merel7 - it bridgea 
over b1a atateaent and aakes it appear leu ob­
Jecti onable to the tellowa. 

Weren't 70u eurprieed, Mao, when he ea1d that the 
ooat per unit ot go-vernaent wu no greater 1n the 
departments' 

Yea. 

'fbe7 called hill on that to~. 

• 
... 
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JUnction tor tunotion. 

lla7be 118 •ant per oapUa .-plo;r ... 

1 In dieoueaing the eleaente or teaturee of the 
tax e;retea wbioh ;rou .. ,. vieh to reeX&Iline, I 
abould l.Ute to olauit;r th8a rougbl.;r into three 

sro~·· · 
I lteep aalt1ng eo daaned aan:r introduotlone . Vhen 
aa I going to get into tb1et 

Duff1tldl There are aeYeral parte to U and each pert hu 
ita introduction. 

R.M.Jr: All right. 

Blough: 

Gast on: 

H.M. Jr: 

Gaston: 

Blough: 

B.M.Jr: 

lfbite: 

H. M.Jr: 

1 'l'he tiret gro~ ooarpr1eee feature• wbiob have been 
oharaoterized as eubetantial deterrent• to bueineee 
in that tbe;r iapoae tax burden• at pointe where 
the;r are eepeoiall;r liltel;r to hinder bueineee ex­
pansion and investments .• 

Let ' • eee, eoaebod;r didn 1t l.ilte that . 

'l'be;r ea1d that vas obscure. Ba1l1e and <h'eenbaua 
both felt that the language there ebould be a­
proved. 

Did the;r eq bow' 

Ko, the;r didn 't. 

lo, and I'• eorr;r to ••:r that ve haven't vorlted 
out.; . . 

Yell , I tb1nlt a little obeourit;r here ie good. 

Oheolt. 

Yh8t, Rarr;rt Haven't lost m:r eenee of humor ;ret, 
h8ve lt 

Vhl.te: lo. 

• 
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1 '!'he t1" t SJ'IIUP o a.prt.e •• feature • 'llhloh ha•e 
been oharaotert.&ed ae eubetant1al deterrante to bDe1-
n .. • 1n that tlul)' s..poee tax barlleae at po1Dte mue 
the)' are .. peo1a11)' Ubl)' to b1D4er bae1De.. u:­
pane1on aa4 1DYeetaente. • 

!bat wae ea1d etroager btlforw, and that trae watere4 
down eoaetohat tble ..,.,.. .t.D4 w tried 1t aa4 oaae 
baot: •••• 

Should be 1 1noludee1 1Detead of 1oo~r1eee. 1 

I 1a not ora&)' about 1t. Ve oan1t rewrite 1t toDipt, 
eo w 1ll ao on. 

•one euoh featurw 1e the. abeenoe •••• 1 

Juet - I nnt to go baok apln to that. Do JOU 
want to 8&7 •eubetantial deterrent• to bue1neee•t 

I wondered about that vorll. It eounde nroag. 

rute: Part1oularl)' e1noe 1011 dhou .. 1t below. 

H.K.Jra Oan1t )'OU 8&7 Just 1daterrente to bue1Deee,• leaYe 
out the vorll 1 eubetant1al1 t AD7bod)' object to 
leaY1ag out the vorll 1 nbetant1al1 t 

Vb1te: LeaYing out the worll 1 eubetant1al.1 aisbt JUke it 
eYen etronger - leaY1ag 1t out. It obaraoter1zee 
deterrente.... Do )'ou thinlt tllat' • truet 

Duffield: I tb1nlt U'• better with 1t out, whether U'e 
etronpr •••• 

R.H.Jr: 

Kol\: 

B.lC.Jr: 

KoR: 

H.M.Jr: 

Mao, 1 nbetant1al1 1D or outt 

It deterrent• arw wbat 7011 are tal.Ung about and 
the q~~eet1on of 1 eubetantial0 1• a queet1on of 
del"•, wb;r put 1t in t 

Vh)' quali f)' i" 

Vh)' quali f)' 1t' 

Herbert, are 7011 willing to leaYe 1 nbetant1al1 outt 
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Yea, I 1m perteotl7 wLlling. 

Out ella goee - 1 . ... ohar&oteri~ed aa deterrents 
to business in th&t the7 impose tax burdena • • •• • 
I like it better. 

1 0ne auoh te&ture i s the abeenoe of proviai.on in 
our i .noome tax lava tor o&rrytng over net buaineae 
loaaee to be deducted trom bueineee profits ot 
tuture 7eara. The protita or loeeee ot each 7ear 
are considered without reference to tboee ot any 
other ye&r. In consequence a bue1naea with &ltar­
nat1ng prot1t and lou now PB71 higher taxee over 
a period ot 78&1'8 than doee a bue1neaa with a table 
prot1h although the average income ot the tvo t1l'lle 
111&7 be equal. New enterpr1aee and the capital goode 
industries are eapeci&ll7 aubjeot to wide tluctua­
t1ona 1n earnings. • 

Now, doea anybody want to B87 an7thing on that' 

There is no eon in th&t, 1t we were to - I mean 
even implied. 

But tl1&t 1 e all right. 

But that 1 a all right. 

I 1m not atteapti.ng to give &n7· 

Yell, that taature ia one ot the thing• - &n7 new 
bua1ne.. th&t atarta and loeee a lot ot money tor 
tvo yeara and then 11akea a lot the third year, &nd 
the7 don ' t get any ottaet the third 7ear tor wbat 
tha7 loat in the t1rat tvo - it 1 e a very eubatant1&1 
thing. It 1 s something that hi h 70u trom a lot ot 
ditterent angles. I think it 1 e a ver7 import&nt 
point. 

Vben this waa mentioned - th1e lack 
mentioned to Viner, he eaid, •Well, 
an7 cona that ought to be in hare. • 
wae hie impreaeion. 

ot cons 
I don't 

I me&n 

wae 
888 
that 

It you care to go back to the introductory p&ragraph 
be t ore, vh& t would 70u think 1t 70u 1 d cut out a 

.. 
.. 
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ooupl.e l.1nea there and 8aka U read ' 'fhe nrat 
group 1noludea feature• 'tdlloh haYI been oharaoter-
1&ed aa hindering bua1neaa axpana1on and 1DYeat­
aente• t 

Yee , I 11ke that better. 

I think that tella 1t al.l - or 1 teatur .. 'llhloh haYe 
been aaid to hinder bue1n••• expana1on and 1nYeat­
aenta. • 

llt1ll better. 

On the ol.d ebeet - I aee now bow Ba1l1e augeated 
ohanghg u . llee 1f 1t fHa . 1 'fbe f1ret group 
1nol.ud .. feature• obaraoter1ae4 aa l.1kel.;r to bl.D4er 
bul1n811 e%P&D110n and 1DYIIt .. nta. 1 

He juet out a out a l.1ne and a half. 

Write 1t out, Herbert; l.et'• t ake a look at 1t. 

MeR: I Uke Ba1l1e 1 e wa;r. I don 1t l1ke thla 1 ea1d to 
do eo and eo. • 

H,M,Jr: 

~a ton: 

H.lC.Jr: 

~aton: 

H.M.Jr: 

lloR: 

H.li.Jr: 

No, that' a aore qual.1f:y1ng. 

'1'h11 11 just done b;r outt1ng out eishteen worda. 
1 '1'hl f1ret group 1neludea feature• which baYe bean 
ohlraoter1zed ae 11kel.:r to hlDder bua1ne•• expan-
11on and 1nYeetaenta. 1 Got a lot of extra worda 
:rou don't need. 

• • ••• 1Dcludee teaturea ••• • • 

1 .... 'tdl1oh baYe bean obaraoter1ae4 aa• - then juap 
down to the l.aat 11na - 1 11kel:r to binder bulineu 
axpana1on and 1nYeat .. nta.• 

I think that 1 e al.l. to the good. 

I think eo. 

au ..... needed a blue peno1l.. 
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1 The f1ret group 1nolu4ea features wh1ob have been 
obaraoter1&ed aa l1kelJ to binder bua1neaa expana1on 
and 1nveetaenta.• 

or course, theJ haven't been oharaoter1&ed- 1t rou'ra 
referring to the llat1onal Aaaoo1at1on or kenutaoturera 
and the Chaaber or eo-eroe and a great a&nJ othera, 
ther haven't been oharaoter1&ed as likelJ to binder, 
ther've been oharaoter1&ed as hindering. 

Mo, I'd leave 1t - I'd leave in the vord 1 l1kelr.• 
Mo, I don't want to malta a t1gbt out or it. •o­
•aa l1kelJ1 - that i en1t too .uch. 

Would JOU aar •aa tending to b1ndar•t 

Ko, no, that'• all right. "The first group inoludes 
teaturea which have been oharaoteri&ed aa llkelJ • ••• • 
Is that the WB1 rou've got itt 

Yea- • ••• • likely to binder ••.• • 

It's all right. 

I'd rather aee 0 l1kelr" out. 

• •••• t ending to binder• or •operating to hinder.• 

llcR: I 1d rather aee 0likelJ1 out. You sar it's been 
oharacteri&ed aa hindering. 

Oaeton: 

Mol\: 

1fh1te: 

MeR: 

Blough: 

People S&J that theJ are hindering. 

Ther are characterir:ed aa b1nder1ng. llhJ not S&J 
0 cberacter1&ed aa b1ndrancea to buainaaa u:pane1on•t 

I think tb1a ia one place vbere JOU can Yall be 
oageJ. 

0. t., let'a SO ahead. 

or courae , 1t 1 e weaker nov than vban ve aa14 betore 
"vb1ch have been cberaoter1&ed aa deterrenta. • llov 
we 1 re a&J1ng tha7 are •characterized aa l1kel7 to 
be deterrenta.• 

.. 
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But 1f JOU take the whole et ateaent, 1t baa eutt1-
o1ent strength. 

No'oodJ knows the7 do, &DJW&J. 

How 1e 1t nov, Herbertt 

"The f1rat group 1noludee features wh1oh have been 
obaraoter1zed ae 11kel~ to hinder bua1neae expana1on 
and 1nveetaent . • 

Are rou eatht1ed v1th that , Genet 

Oh rea. 

Oeorget 

Yee. I don ' t like the f1ret aentenoe 1n the next 
paragraph. It 1 a too i nvolved. 

Well, we can 1t coarpletelJ rewrite th1e epeeoh. At 
least, I oan1t . 

•one euch feature 1a the abaenoe •• • • • - no, I'm not 
going to go over th1a thing here. 

•one euch feature 1e the abaenoe • •• • • 

It '• a backhand wa~ or ear1ng u. 
Vall, t hle particular one, whtn we get down to that -
that ' a been gone over... . I a there anJth1ng tllat 
llagtll ••. • 

No'ood7 e&1d anrth1ng about 1t. 

I think ve 111 leave 1t, George. 

Unleea t h ere 1a aoaeth1ng rroa Ba111e. I don't have 
1t. 

Th1a 18 the thing - c11c1JI 1 t Macill dwell on thl1t 

Shoup 1a71 he teel1 a 
the c11eCU811on or the 
up t o anr oonolua1on. 

aen1e ot 1nooapleteneaa because 
1011 oaft74'er doea not writ 

Be appl 1el the aaae or1t1c1 .. 

.. 
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to the other tu: eeotloD. Piret we etart nth 
pl'Oe and ooDe, theD we etal't With the pl'Oe, ud 
nov he vanh to tlll'l1 the Pl'O 1Dto a pl'O ugu.ent. 

Jo. 

A oonolueioD. 

the only teohn1oal obJeot1on to that paragraph vae 
that Ba111e ea1d there &1'8 too aan:r "teaturee• iD 
thie etate11ent. 

Vell , I oan't help it. I ae&D we'll lea•e thie 
thing nov. I ae&D 1t 1 e iapoeeible to wit eYel'Y­
body and when we get into the aotual deeoriptioD 
or the taxee.... Can you eee anything the aatter 
with that, Maot You'•• eeen th1e tor the t1ret 
t1ae. Vhatt 

Jo, i t 1 e all 1'1Sbt. 

I ae&D there ue vorde iD that you don 1t like, 
but ae to the whole.... What, Georget 

I think it 1 • all riSbt. the only thing I had 1n 
llind- I'd Juap right into it. I'd eay •one or 
the reaturee ie the laolt or a lon o&l'l'Y-o•er pl'O­
Y1eion.• Juet eay it, then deeol'ibe 1t attervarde 
1n the epeeoh. It '• 18Qoh better t o eay it and 
be abort. 

What would :rou lea•• outt 

I'd J~r1ght into 1 t qu1oltly, like f OU wuld 1D a 
OODTereatiOD, eay, 1 0De of theee,,,, - YOU Oall 

oall 1 t •one euoh feature 1e the laolt or a lou 
O&l'l'Y-oYer p1'0Yie1on 1n our 1DOOH tu: lave. 1 Per iod. 

I think we'd better lea•• 1t the wa:r 1t 1e, it you 
don't a1nd. 

I doD't think 1t'• 1aport&Dt. It 1 e a erely a cl1o1oe 
or aethod or preeeDtatlon, that ' s all. DoeeD 't eay 
&Dything different. 

1Ae a eeoond example, I ehould &leo 11lte to aent1on 
the queetioDe or tax-exeiiPt • eouri tile and eul'tu: 
ratn 1n the hiSber braoltete. theee tw queatlone 

• 
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lhould be oone1dered together. !ax exeapt1on ot 
aeour1t1n 1e h1gb.J.7 1De qu1table and tende to 
null1tr our progrele1Te 1urtax rat•• · Moat per­
sona eubjeot to the high eurtaxe~ haTe 11zeable 
holding• ot gonl'DIIental eeour1t1u v h1oh r1eld 
them an 1nooae tree trom Federal 1noome taxation, • ••. •­
Nov here 1e a thing vhioh I didn ' t understand: 
1 vb1le other p ereon1 ent1relr eaoape t he high 
aurtaxee 1n th1e la&Diler. 1 1fh7 1111st r ou add that! 

Doe~n 1 t haTe to be added, !here are a lot ot people 
who aren't 1n the higher braoltete who would be 1D 
the higher bracket. • • •• 

It contu1e1 me. We're juet tallting about the higher 
brackets. !hia thing oontuaes me , We ' re tallting 
11lllpl7 about the h1gber braclteta . 

Well, there are two eorte ot e1tuat1one. One is 
where a tellov 1e 1n the higher brackete, the other 
ie where he 1en1 t in the higher brackets, 

"The two queationa must be oonlidered together. • 
The two queationl a r e t he tellove 1n the high 
brackets and the tellove • • •• 

And the tax-exe!lpte. 

I gueu 1D th11 connection 1t had better o0111e out . 

It juat contused ••· 

But there ie that olaae ot peraone. 

But w 're not talking about them. 

'fhe7 juat don ' t haTe anr eurtaxee at all becauae 
all their income 1e tax-exempt . 

Oh, I eee. 

That ie , or would be •• • • 

Thar are not 1n the high eurtax bracltetl. Tber • 81 
haTe 1200,000 a rear inoo• and ther don 't eTen 
haTe tor purpoaee ot taxation - the7 don' t eTen haTe 
a noraal tax, the7 haTe notb1ng. 
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Conceivabl7 that could be. 

People who go scot-tree. 

I eee what be aeana now. 

. 177 

Well, oould JOU put it like thia: 'Whlle other 
peraone entirel7 escape the h1gb surtaxea • ••• • -
I a ean th1a ~uld be a new aentenoa - "While other 
persona entirel7 escape the surtax through 1nvest1ng 
allot t heir mone1 in tax-exeapts. • 

llot all, but a large portion. 

• • •• • through having onl1 tax-exeapt 1nveataenta. • 

You S&J 1entirel7 esoape.• 

Well , but the7 m&7 have some - they oan escape 
surtaxes and sti ll have some income trom other 
eouroee. 

It we can just add something to explain that eentenoe 
•••• 
It B&JI • •••• while other peraone entirel7 escape 
the h1gh surtaxes 1n th1e manner . • 

Do 10u t .hinlt 1t 1 s clear, Maot 

It seems to •• entirelJ olear. 

All right, leave her 1n, don 1 t ohange it. 

•tax exemption alao operatea as a magnet which pulla 
pereona subject to h1gjl 1nooae taxea &W&J troll 1nveet­
aent 1n private bua1.neu. We abould bf all aeane 
paee legislation to make it illpOuible 1n the tutura 
to ieeue an7 more tax- exempt aeouritiea.• 

I don't like that expression •legi slation to make 1t 
1mpoee1bla 1n the future to i ssue an1 110ra totall7 
tax- exempt aaour1t1es. 1 

I '• aorey - tb1a 11 new - JOU don 1 t have that abeet. 

• 
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We took 1 tot&ll71 out. 

Yea, beoauae most or our eeour1tiae are not totall7 
tax-exe111pt. 

You don't want to 8&7 in !ront or this aentenoe 
•Tax exe111ption alao operates •• . • • that 'Another 
reason tor aboliBhing tax-exeapt eeour1tiea ••.• • 
Do :rou think that 1 a neoeeearr or not t I gueaa not. 
It 1a all right. I haTe a rea eon - I'd rather not 
ohanga this !or a oerta1n reaeon, i! ve don't baTe 
to. I gueaa I 1111 raising all the point a. Supposing 
we leaTe tbia Just ae 1 t 18. I baTe a certain 
reason r or wanting to do that. Thie particular 
paragraph baa gone oat or 1117 hand• ae l t was written 
laet night. I think it 1 e a good paragraph. 

MeR: I do too. I think 1t '• strong. It '• a good atate­
aent . 

...- H.K.Jr: 

Mol\: 

Blough: 

I aa;r it's strong, a good etatemant. 

It 1 a almost word !or word the 8eoretar;r1a language -
ought to be good. 

• 

Kol\: I! the bose waan ' t ae tired ae he ie tonight , he 
wouldn't han such a bard tlae keeping up with what 
he ea1d be!ore. 

B.II.Jr: 

Gaaton: 

llol\: 

Gaston: 

That ' • a good one, Xao. Strike! That 'a a good one. 
On the strength or that, we 111 g1n Jlao a drink. 

I '11 a4a1 t I 1m not bapp;r oTer thie eentenoe 1 • ••• 'llh11e 
other persona ent1rel;r eaoape the high surtaxes ln 
th1e manner. 1 

What 1 a the matter v1tll itt 

Well, to the aTerage person reading it oTer - ;you 
don ' t understand t he diatinot1on between the t wo 
olaeeae or people. The;r not onl;r eaoape high sur­
taxes but the;r &aoat 'Nboll;r a eoape taxation. 
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Yell, )'OU oollld spell 1t out a little 110re -
•vh1le other pereone eeoape almoat all tun 
b7 1nT .. UIIC the bu.lk ot thelr tunda 1n tax­
exe~ta. • !bat .auld be •• • • 

179 

You collp.l1oate 1t and underatand 1 t l eae the 110re 
vorda :rou put 1n. 

I th1nk th1e 1a all r1ght. I th1nk that •a aw1'ull7 
good. I think VI VA:f VI handled the tU-IXIIIPtl and 
h1gl1er eurtaxea - don 1t :rou like thatt 

Haae: I like that. I '• not aa:r1ng a word. I like 1t. 

KoR: 

H.M.Jr: 

Blollgh: 

Blough: 

lfh1te: 

Blollgh: 

Haas: 

I think 1t 1 a a good strong atateaent. 

The reaaon we don 1 t have an:r auggeet1ona trom !lev 
York 1a beoauoe the:r haTen 1 t aeen 1t. 

Well, the:r 41dn 1t like the other one. 

Well, I know that Greenbaum would like th1a. 

Nov, here 1a where I need aome h elp, :rou eee, thia 
1 There are a number ot teaturee in our tax 171tem 
which haTe been deaor1bed a• major tax 1rr1tanta • ••• • 
God damn it, )'OU tellove han got to think ot 
aouth1ng batter than that. 

Do :rou (Gaaton) haTe Greenbaum ' ••••• 

Oarta1nl:r the •major• ought to come out. 

Tbere 1 a a oop:r here with Greenbaum'• reT1eion on 
it. George, :rou aa:r haTe it. It 1 a the old page U. 

I'll look and aee. 

NoR: I 'n got an old 11. JlaJbe th11 ia 1 t. 
BloUgh: 

lfhHe: 

Do :rou haTe at the boUoa ot that page 10111 reT1a1ont 

Yea. 

How IIAD7 t1aea haTe we reTiaed th1a nov! 
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There have been eigtlt .. jor revr1 tee and I th1nlt 
about tventy- eoae dratte. 

180 

Nov here, do you 11ke th11 better: "'l'bere i1 a 
eeoond group or tax11; thil 11 a group wb1ch include• 
certain teature1 1n our tax ey1t1a vh1oh bave been 
deeoribed aa tax 1rritante; although they are not 
deterrent• to bue1neee aotivity, they ahould be re­
exam1ned. • 

Nov the word 1 irr1tant• .... 

Like ante 1n the panta. 

It 1 a an unfortunate word. berr tax 11 an 1rr1tant. 

Y .. , that 1 a the trouble. That word baa bothered •• 
every tiae I've read 1t. 

1 'l'ax 1nequi ty• t 

llo, that ten' t the thought we want there. Tbere are 
th1nge that there baa been a lot ot no1ee about and 
they are not really or auoh importance, but they 
are important only because there hae been a lot or 
no tee about it. 

HeR: 1 llu11anoe value• - like Senator Pepper ot rlorida: 
oerta1n nu1eance value. 

Vhite: 

Blough: 

R.M.Jr: 

Yh1te: 

H.M.Jr: 

"Tax soree•t It ' e an unpleaaant word . 

•Tax irritants• - that's not gpod. 

Yell, what did the President eay 111 de1cribing the 
undistributed protita tax last n1ghtt )(aybe we oan 
or1b someth1ng out ot that . 

I bave 1t right here, Mr. Secretary- the Preeident'a 
epeeoh. 

How did - look it up - how 414 he get 1nto tbatt 
Ve might even say •ae the Preaident ea1d •••• • How 
doee he do 1tt He certainly paye his respecte to it. 

He bae 1 t about halt way through. 

... 
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Well, he raters epec1t1call7 to the undistributed 
prot1 te. 

!Co , but he had an introduction on that . 

Who wrote 1t tor hi.a, do rou knovt 

I don ' t ltnow. 

This 1s the paragraph WJ.oh oontalna 1t: 1 '1'het aeana 
that 1t we reduce the eo-called deterrent taxea on 
bua1neea oorporat1ona, we auat find wbeUtute taxea 
to la)" on buaineaa corporations. That language 1a 
aa plain as an old eboe. Let ae giTe 70U an exa.aple 
ot what I call aak1 ng a mountain out ot a aolehill. 
There 1e a bu11abaloo tor the repeal ot the und1e­
tr1buted earninge tax. 'Xou would think that this 
vaa t he principal deterrent to bue1nees toda7. Yet 
1t ie the simple tact that out ot one billion, a 
hundred million dollars, lese than tventJ ••• • • 

In other vorde, he etatea the reason vh7 it isn't • 
worth keeping instead ot giving the reaeon vhJ it 
1an1 t worth taking out. 

vny not uae the word- again sa7 •major tax ••.• • -
I mean 181 •tax deterrents.• Vh7 not stick to that 
vordt I don't like the word 11rr1tant.• 

It we olaae the word ' deterrents• •••• 

I'd rather uae the bad word 1 1rr1tant1 than call 
that a deterrent. 

• • • • • vbich haTe been deacr1bad aa aagn1t1ed mole­
hill•'' 

What do we meant 

I 1Te got an 1dea. It rou're go 1ng to call them 
major tax 1rr1tanta, put it in quotes . 

What 1! rou oall these •••• 

Put it in quotas - that aomebod7 alee 1811 it, I'm 
not la)"ing it. I ' m not 881ing it. What do rou think 
ot thatt 
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You c1Dn1 t nppoee ~·11 t1'7 to hut do• tbe 
quotation, 4o ,oat 

Ve neYer reYeal ~ eovoe. 

182 

Wbat do JOU ~ ot th1e, Ill'. leoNt&l'7f Ollll tu. 
1pe)'obole&1oal deterreate. 1 !hie otber ie a deterNnt 
1n eubetanoe. !hie 11 pe)'obolo&ioal. 

That ien 1t bad. 'l'hat 1ea1t bad. • .... dllor1bed u 
a perohologloal deterrent1 t 

Yilt put 1pl)'oholog2:oal1 1D there; th• JOU WUlt to 
follow U with 1 deterrent. 1 You 1N tollowlng oat 
thl e- 1dea. 

Yell, Wbat 11 the aatter with eq1Dg •u a lil&Jor tu: 
irritant1 - end of qgotet 

I th1Dlt either of thea will 110rk all r1&tlt• fhe 
1 perobolo&1oal deterrant 1 110uld haYe th11 adYantage, 
that rou don 1 t trr to d1 Yide all Gaul 1Dto thl'le 
parte qgtte 10 obYiouelr ae before. .ADd 1t 11 hard 
to draw the 11ne, !rake rour capital etook and lli:OIII­

profltl tu:. At wbat point doll an irritant beooae 
a deterrenU 

Yell, rou eee, wbat I don't wuat to oall thJ.e thlAI­
don't want t~ to ,.,., •Yell, enn ICorgentbau ..,., 
that the undietr1blated Jlll'Ot1te tu: 11 a tu: 1rr1tent.• 
Beet !hat'• Wh7 I euggeet puttlng it 1n quotee. 
II ~ng wrong with that, Rerbertt • .... 11h1oh hal 
been oalled 'a aaJor tu: 1rr1 tant 11 - end of quote. 

You're r1pt there. 

It '• been oelled tbat and plent;r of other th1Dp. 

You oan f1nd plentr of quotee. 

Wbat • e the aatter with that - 1 
•••• wblah hal b11a 

oalled • .... ' 1 t 

!bet '• all r1&tlt, 1'•• 
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I baYe no obJecUOII ~ ~t. 

Ot oouree, "deecr1bed ae• 1e praot1oall7 putt111g 
1t 111 quot ... 

Or 1netead ot •called, • it :rou -t ~ uee quot .. 
rou can e&)' •reterred to u •... • I'd like to "e 
quote• on it. 

•,,,,referred to a1 •••• • ~t1 e all right. 

'l'he •aaJor• outt 

:83 

Yea, leaYe that out. 'l'her I&J, •Vbo called u ~tt• 
And I'll ear, "Blough did. • 

~t1 1 right. 

Vall, that ll&ltea • a lot happ18r. •'l'bare are a 
n1111ber ot feature• in our tax •f•te• IIIlich baYe 
been referred to ae- quote •••• 

• .... u- quote - tax irritant••···" 

Would rou like •ometh1ng ot the GreenbaUII 11net 
He e&)'l "There 18 a ~econd group ot tax81J thie 11 
a group which 1Jicludel oerta1n teaturel 1n our tax 
•r•t• whioh baYe been rererred to a1 'tax irritant•'" .... 

Dutthldl I don't like that. !bat 1eu1 t o draw a line between 
the group• too ebal'plJ. 

Bl ough: 

MeR: I ~It u•a all right u it 11. Get .,re word1 1D 
1t and •• • • 

Blough: 

Gaat on: 

Blough: 

"'l'bare are a nwaber ot reature• 1n our tax eretea 
wbioh baYe b81n referred to a• •tax 1rr1tante.'" 

And then in the next parasrlllh. • • • 

You're p111g to oont1nue to &&1 • .... although ther 
are probabl7 not 1.11portant deterrent• to blll1n"• 
aotiYitr.• •ow, Kr. Greenbaum • .,., •Br all ••an• 
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get the 1dea over that the und1etr1buted profits 
tax 1s not a deterrent. 1 And be would rather not 
han 1p:robabl71 1n there, I think, juat "although 
the7 are not i~rtant deterrent• to buaineaa 
aot1vitJ. 1 That'• one man ' s opi nion. 

Two. 

Two men ' s op1n1ons. 

Well, vhJ s~ an;rth1ng1 "There are a nwlber of 
teaturea • ••• ldllch have been referred to as major 
tax i rritants. • 

Period. 

It takes them out of the olaes of deterrente. I'd 
like to see that qaal1tioat1on 1n there, -raelf. 

I just say 1 t and then give an exaaple. 

Or you could say •as distinguished from deterrents. • 

No, no. I jus t snY •ref erred t o as 'major tax 
irritant s. 11 

How 'IIIOUld 70u like 1 •••• 'major tax irritants' rather 
than deterrenta•t 

The7 have been referred to •.• • 

I think the Seoret&rJ'• suggestion 1a the beat becauee 
JOU preYioualJ aa1d there are three ola .. ea and JOU 
r eferred to the t1rat olaaa a• daterrente. Row 7ou' r e 
merel7 a~1ng there are a nuaber which are deacr1 bed 
as tax 1rr1tanta. 

The perhaps ve abould aa7 1 ln a second olaas ar e a 
number of features 1n our tax SJstam wblch have bean 
referred to as tax i .rrit&ats.• 

• 

I wouldn't s~ •aeoond olasa. • I•d s~ • second group.• 

•In the second group •••• • 

I thi.nk 1t'a ell right. o. l.t 

... 
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Yea, :rou ' re ent1rel:r r1gbt, 

All rigbtt 

: ss 

•In the second group are a nuaber or teaturea ••• • • -
I don ' t like that - or • In the eecond group there 
are a nuaber ot features . ... • 

•In the second group • • • • • 

• •••• there are a number ot tax reaturea •.•• • 

•I.n the eeoond group are feature a 1n our t ax &Tetu, • • • 

The t' e good. 

RoT, how about in that next paragra,ph, instead ot 
saying 0 hae been considered,• •&T 0hae been called 
an irritant• t 

'l'hie ie the W&T he would auggeet it: "In a second 
group are features 1n our tax •T•tea which have 
been referred to ae 'tax i rr1tanta. 1 .le an example 
ot a tax llhich has been called an irritant, I would 
mention the undistributed prct1 te tax. • 

Well now, loolt - • .le an exaaple I wuld aention the 
undistributed prct1ta. • 

Right. How we 1 re getting this. 

And we don 1 t need an extra paragraph there. 

That I e r1gbt, 

Now how ie itt 

•In a aeoond group are teaturee 1n our tax •Tete• 
which have been rererred to aa 1tax i rr1tanta. ' .la 
an exaaple I would aention the undistributed pro!ita 
tax. • 

Oood. 

llow, 1a that all righU That tiniahea that page. 
Do it ono e 110re , pleaee . 
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•In a aeoond group are f eaturea or our tax 17atem 
wh1oh have been referred to a a ' tax irritants. • 
Aa an example I would mention the und1atribllted pro­
t1ta tax. • 

That 1 a all right. I th1nlt that' a much better. 

And then •In i t e present toJ'II, th1e tax 1a unimportant• 
i nstead of 'it• perhaps. 

What would TOU BATt 

On page 12 •••• 

Instead of eaTing 'it• BAT 'th1a tax.• 

I 1m going to read th1a oaretull7. 

Aa it ia now, it 1a almos t identical with the 
President ' s . Just paraphrased in a different wa7. 
The thought i s ident i cal. 

I like 1t. 

(H.M.Jr . goes out and returns in abort while) 

•In ita present rora, thia tax ia quite un.iaportant 
and does not accomplish t he obJective or the original 
proposal. The tax produoea little revenue and he• 
little etfeot on buaineaa. I t haa aoqU1red proainenoe 
aa a pa7oholog1oal irritant, largalT because of the 
widespread and eaotional oritioiea which haa been 
directed aga1nat it.• 

Well, 70u uaed t he ilorda "P•Toholog1oal irr itant• 
here. 

Uh-hull. 

"The end which the law sought to obtain waa to prevent 
the retention and accumulation of earninge b7 corpora­
tiona from being used to avoi d the personal income 
tax. Th1a ia at1ll an important , and t o my Rind, 
a aound obJective. The law in i ta present term doea 
attain it. 81noe t he 1noo• tax on OOlliOrat ione, ot 

, 
... 
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vll1oh the un41etr1bate4 prot1h tax 11 a lllnor 
.. pent, ezp1ree b;r 1t1 own terse at the end of 
t hU ;rear, :rour Collll1the 11111t deal wUh thh 
problea. • 

Haa antbod:r - 0 11Uat• or 1 ebould" ' 

I don ' t think :rou lhould •a~ut• th ... 

Ito - 1 1hould. • 

'l'hat ' • better. 

Or aTo1d that b;r ea;ring 1 The problea mat be dealt 
with1 beoauee 1t ooaea t o an end, :rou aee. 

It doean 1t ••at• thP. It hu to be dealt with. 

We.l.l • • •• 

'l'he:r oan do 1t the f1ret of next ;rear. 

!tow, right there, :rou don 1t want t o •a:r an,.thillg, 
do we, that Congreea paaeed Beot1on 102 1n 1938 
and that we baYen 1 t had a oh&noe t o .. e :ret whether 
1t will worlt or not! 

l o. 

LlaTe that t or thea to explain later on. 

It thie 1a that paragraph on p ap 12 there that 
•:rour Collll1the mut deal with thie problea, 1 

that 11 - the Coaaittee auet deal with U u a ~~ere 
atateaent or taot. 

But 1t 1en ' t oorreot. 

187 

Tbe:r don't han to deal with the thia« at all . The:r 
oan let the thing die. 

Let the tax die. ETen 1t the:r 41dn 1 t want to do the' , 
thl:r could paes 1t at the next eeee1on. 

Yea, the:r don' t haTe to deal with 1t at thie aen1on , 
that ' • perteotl:r tl'Qe. 

Regraded Unclassified



H.K.Jr : 

Blougl\1 

H.H.Jr : 

Bl ouglll 

HeR: 

H.M.Jr: 

KoR: 

Vb.l.te : 

I! .M.Jr: 

lfh1 te: 

H.M.Jr: 

lfh1t e : 

- 39 -

Don 't baTe to. I'•• been eo caretul not to order 
t he Committee that t hey must do eoaeth1ng. I'd 
much prater t o s&T •should.• 

There ie one sentence in there t hat nobody liked 
very well and that ' s the one beginni ng •The end 
whioh the law sought to attain waa to pre•ent t he 
retention and accumulation ot earnings by corpora­
t i ona troa being used to avoid the per sonal income 
t ax.• Now, I think we had i t better betore. 

I 1:a not going to change 1.t. 

:ea 

fhe ~li.cation is that the end sought to attain wa• 
to prevent the aooumu1at1on ot earni nge, whereas 
the end that was aought to at t ain waa to prevent 
the avoidance ot the tax. That aay be a aaal.l • ••• 

Th1e doesn't aay •to prevent t he accumulat ion ot 
earninga.• It S&78 •the retention and acouaulation 
ot earnings by corporat ions troa being used to 
avoid t he personal income tax. • 

Well, it 1 s aw1'ully hard when you 1 re going t o get 
into tecbn1oal1t 1ea •• •• 

Take the eentenee as a whole and 1t says what you 
mean. 

That sentence ahould be lett ae 1t ia. I t's about 
the tenth reshaping and I think th1e ia about the 
beat rorm i t ' s been i .n. 

Vith one exception. I ' • going to say change the 
word •auat• to •should. • 

Yea. 

Now I'll read i t again. 

"Another example ot a tax i rritant •••• • - that's 
all r ight. 

You 1 re reading the next paragre.ph. 
you need •tax irritant. • "Another 

• 
I don ' t think 

eX&JII)le 1a round 

• 
... 
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1 Allother exa.ple •• • • 1 
- lea•• out the 110Ne - • ADoU.r 

ex..ple 11 toUD4 •• •• 1 

'l'bere '• one 110N up here 1D the prert011.1 paracn~~h -
I ' • 101'1'7 - 1 qu1te uo111p0rtaot. 1 'Qu1te• aeane 
abeolutel7. I th1Dk the voN 1 quite1 oould ooae out 
and U ooul4 be 'In 1te pre11nt tors, t hh tax 11 
uniaportant •• •• • 

Lea•• the voN ' quite• outt 

tlb-buh. 

Come on. All rightt I ••an I 1m beg1DD1ng to run 
dow. 

Vbo eugge1ted thett 

Sboup. 

All right. 

'ADother e.za~~ple 11 touod 1D the ol!p1 tal etoolt tax 
and the related exoee1-prot1te tax, enacted 1D 1932. 
Under the preeent lav the oap1tal etoolt tax 18 baeed 
upon a declared oap1 tal etoolt Yelue whloh the tax­
paJer a&7 re•1ee e•er7 three 71are. 'l'be declared 
Yalue a&J be &OJ t1gure that the tup&7er 4ee1ru to 
eubla1t regardleee ot the a ctual Yalue ot tbe etoolr.. 
'!'he exoeee-prot1te tax appll11 to prot1U 1D exoeu 
ot ten percent ot euoh a declared Yalue. '!'he tax .. 
are tlll&l DOt reall7 tax .. OD the YalUI Ot OIP1tal 
etoolr. or on exoeee1YI prot1te. fhe1r .. Jor deteot 
1e that the7 operate Ttr7 errat1oall7• fhe tax 
11ab111t7 the7 111p011 depeDde on the tup.,.er'• 
ab1lU7 to toreoaet prot1t1 tor the next three 11ar• 
ae wll al upon the .-ouot ot protUe aotuall:r 
real1&e4 4ur1og each ot the three Jl&re• r oreoaete 
ot earn1nge are part1oularl7 41tt1oult to aalr.e 1D 
the oa11 ot DeW bue1DIIIII and thoee w1th uoebble 
1DOOIMI IUOh al the OCI1tal SOodl 104uetrill, 
w1th the relult that taxu 111p0ee4 on noh 'bul1n• .. •• 
are at t1au 1Dor41natel7 b1gh. • 

I th1nlr. that 1 e all right . 

llobodJ hae ra1eed a po1Dt about that 1D In York. 
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That 1 I good. 

I don 1 t like to OOIDI baok to that preT1oua para­
graph ••.• 

I •a not going to go back to 1t. Vbat 1 a the aatter 
with 1tt 

190 

That eentenoe we were arguing about - Magill relt 
pretty strongly that the sentence doesn't eay what 
the undistributed pror1ta tax vaa ror; g1Tea the 
1apreaa1on that the onl)' thing the law vaa attnpt1ng 
to aTo1d vae the uee or oorporat1ona to aTo1d a 
pereonal 1nco11e tax, vhereae or couree 1t vae alao 
int ended tO preTent the inCidental &T01danoe or 
pereonal income tax whether )'OU ueed the oorporat1on 
or not. 

I think be 1 a getting to apl1 t ba1ra. Vbatt 

That 11 auper-rer1neaant. 

He 1 e apl1tt1ng ha1re, 1an1t he, Xaot 

I think eo. 

I don 1 t eTen Jtnov W&t he 1 a tallt1ng about . 

"There 1a a third oategorr or tax probleaa now be1ng 
widely d1aouss ed which raleee queat1ona or tax 
equ1t)'. The Treaeur1 baa alr .. 47 worked on theee 
proble11e and, 1 t your Collll1ttee 4ea1rea, our starr 
could continue tbeae etud1ea 1n collaboration with 
the Colllll1ttee, pou1bly with a rtev to action at a 
later aeee1on.• That'e all r1gllt, 1an1 t 1tt Anybody 
rala1ng objection• to thatt 

Not 1n Rev York. 

1An exuple 11 the double taxation or oorporate 
d1T1dende pald to in41T1duala. • Tb1e 1e Herbert'• 
raTor1te. I tb1nk th1e 1e the only one you liked, 
1en1 t 1t, Berbertt 

Yell now, not the only one. I tb1nlt 1t'a the aoet 
111p0rtant one. 
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•Under the preaent law oorporationa pay the noraa1 
corporate tax on thei r earn1.nga. When thaae earn1.nga 
are diatri buted t o the indindual etookbolder they 
are aubjeot to both the individual normal tax and to 
the surtax. Eliminating the normal tax on diTidenda 
receiTed by indiTidual atookholders would be a partial 
step tova.rd equali&ing taxea paid on d1Tidand inooae 
ae compared t o taxea pai d on intereat andon income 
earned through unincorporated buaineea.• 

All right! 

Gene and I .:>uld like t o aee that out. 

A point ra1 aed while you were out which the boya aold 
me on oompletely , and that ie to take the !irat two 
linea or each or thoae paragraphs • ••• 

So it would read as !olloval 1An eXAJIII)le 1a the double 
taxation or corporate d1Yidenda paid to 1ndiYiduala. 
Another eX8J1Ple 18 the limitation• now placed on the 
deduction or corporation oapi tal loaaea. Another t ax 
provision and a third which I think merite your con­
si deration becau s e •• • • • and so on. So you shor ten 
that by three paragraphs. 

GAston: I object to that a s to th1a paragraph, beoauae 1n th1a 
whole statement you are dealing with juat two Urp<>rtant 
rerorma in the tax structure. One i a the loaa carry­
over and the other i a the credit aga1nat dindenda. 

H.M.Jr: You're taking Herber t ' • only favorite away !rom hia. 

Gaston: Just two things in tb1e whole atat•ent that IIBaD 
anything a e rar a a taxpayer relief 1a oonoerned, and 
th1a i a one or thell . 

MeR: Well, let •a oondder Herbert '• point and lean th1a 
whole paragraph 1n with reapect t o tb1a and ahortan 
1t with Just a a tat•ent on the othera. 

Dutt1el.d: It i t ' a that 111portant, that ought not to be down 
here in these th1nge vh1oh are put OYer tor study. 
Theae are t h1nga on vh1oh we aay •Let 1e study thea. 1 

It eean1 to 111 not 1enee or good manner• to euggeat 
le haTe already got the an1wer on aome th1nga that 
we haTe to atu4J. 

.. 
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It doesn't •aT that. 

We uee vorde 1n there vbioh pla1nl7 oonnote approval. 

we aigbt el1a1nate the lut eantence 1r 70u llallt to 
and out out the approval. But 70u U.Oat have to 
have the firat three sentence• to 1ndicatl what 
70u1 re talking about, 

I don 't eee vb)' right here - 7CU certainly want to 
abbreviate thie I tuff. 

'!'here 1a another reaeon, Mr. 8ecratar7. Except tor 
thie firet tax 1ugge1tion, t he double taxation of 
dividende, I think ver,. datinitel7 the next two are 
open to adveree argumenta Which aren't expreeeed 
here and which to upreu would take a IOOd deal of 
time. 

Let ae reduce that 110re or le 11 to the abeurd. .U 
to the ooneolidated returne, we give no arguaente 
and nobod7 auggaete cutting an,.thing out. 

I'm going to auggeet out tina it out entirely - and 
intercorporate dividenda. %1m not going to 8&7 

either. 

A• to the capital loe1 carr,.- over - a1x linea 1n­
volY1ng •••• 

Alwa7e keep coming back - I alwa71 keep l&)'ing I'm 
not going to 1&1 it. 

'!'hat '• 7our an1wer. Cut out the intercorporate 
dividend• paragraph and 7CU 1ve aocompliebed 7our 
ehorten1ng. 

I r emember ono1 we kicked and eoreamed about the 
capital 1o1e oarr,.- over tor corporation• al bei.ng 
open to manipulation. And nothing ia 1aid in here 
except to indicate that 1t' • a good thing. 'l'bere 
i1 nothing aa1d •• • • 

Well, out out the l ast eentanoe of the doubl• 
taxation of corporate dividendi and out out the 
lalt 1entence of the oorporatt capital lo••••• 
and 70u've described both of the 81tuat1on• and 
have given no aJ'SUIIente 1n fa•or of tither, 
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Tbat '• better. 

Nov wait a minute. On the 4ouble taxation 7ou're 
going to g1Ye the arguaent. 

:93 

I would go down to the aentenoe wbioh ende • • •.• the 
individual nol'llal. tax and to the eurtax• and ellalnate 
the 18ntenoe beginning ' Eliminating the nol'llal. tax 
on diYidende reoeiYed b7 1nd1Yidual atookholdera 
would be a partial etep• and 10 on. 

Nov wait a alnute, let'e get tb1a thing. Starting 
at •An exaaple .... • and ending at • .... t o the eurtu. • 
h that the 1deat 

LeaYe that auoh 1n. 

In ot her vorde, wben 70u etart on the 1El1a1nat1ng 
t he normal ••• • 1 rou begin to argue about it. 

Yee. 

Herbert , 4oee that malte rou .... 

He want• to argue. 

Dut t 1eld: I agree that 1t 11 1~rtant, but I don't think 1t 
ought to be there, 1t 1t 1e important; it ought to be 
higher up. 

MeR: 

BloUgh: 

That 1 a one of the 1 t .. a, 10 tar •• reY-• produo1ng 
11 oonoerned, 70u '4 han more d1tt1oult7 with than 
the o t bere. 

Juet 105 ID1ll1on or euoh a .. tter. 

I thi.nk that'e a ~od oo~rom1ae, to leaYe that laet 
sentence out. Itle a long aentenoe. 

Herbert! 

Yee, that'• all right. 

411 right. Then we el1.A1natl 1El1minat1ng the noraal 
tax •••• • 'llbatt 
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Then J'OU ooae dovn, J'OU •&7 1AIIother ex.aple in 
tbt ... e ola.. h the 11.111 taU on nov plaoe4 on 

: 94 

the deduction of corporation capital loaeea. • Period. 

I think i t 1 8 eo short - I don't think J'OU need 
0 1n the same olaea.• 

•Another example" - leaYe out •in the tame olaae. • 
I wouldn ' t eYen ada1t there vaa a eaae olau &n7hov. 

I wuldn 1 t e1 ther. 

Neither would I, 

•Another exa~~ple 11 the l1aitat1on nov placed on the 
deduction of oorporaU.on capital louu. 1 Then the 
next •• • • 

Ro7 1 70u wanted to leaYe that next eentenoa 1n. 

Well, I would auggeet leaYing the next eentenoe in; 
it ie an explanation or vbat the preeent law ia • 

.Ul right . ADd then JOU out out •ae a result .... •t 

Yee , out thoae next tw eenteno••• 

I ' d eYen be v1ll1ng to leaYI that eent anot 1Jl, 

No, that ehova •••• 

We'r• be&1nn1ng to argue. 

Stop at 1 $2,000. 1 

You gu7• - th1a particular one, I think, 1• Yel'7 

weak an7V81· 

I 111 not too bapp7 about it. 

This capital loeeee buein•••· 

Teohn1oall7, 1f J'OU •81 J'OU 1 re goi.ng to out tbe next 
paragraph out entirel7·• · • 

• 
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Coneolidated return• lllld interoorporate diYidend.e. 

I don ' t want to 1&7 that. At least I•a ooneietent 
about that one. 

Ve didn ' t force that one back 1n. You brought that 
one back troa lew York. 

Well, I keep thinking all the time I want thie etate­
ment, partioularl:r now that nobod:r oan point a t1nger 
at it - and if that waa 1D, tor a better deeoription 
but not a good deeoription, the lett-w1ngere oould 
hang a hat on that. But I don't want to g1Ye .... 

There 
ment . 
out. 

ia enough alae 1D there to aalte a good etate­
I think it batter ba out. I'd 11ke to ••• it 

I oertainl:r think it ought to be out 1D Yiew or the 
wa:r :rou feel about it. 

Yea, I feel that wa:r. 

'There are, of oourae, numeroue a1nor provieiona •••• • 

All right , gentlement Xao, would :rou plead tor 
intercorporate d1Y1dende and ooneolidated returnat 

The:r'll cone1dar 1t an:rwu, whether :rou ea:r an~g 
about it or not. You don l t need to aent1on them • . 
"There are, of oourae, numeroua minor provieione of 
the tax lawe which haTe been found thrOUgh exper11not 
to product i .neqUitiee or t o be unneoeeearil7 compli­
cated. Suoh provieiona are d1ecoYered and brought 
to the attention of Congre .. troa tiae to t1ae ae 
the:r biOODI Of iapoJ'taDOio 1 

Brought to the attention of Oongreaa b:r whoat 

The idea ie that the Treaeur:r, 'llh1oh ada1Dietere tht 
law, dhcoYere thea and bring I thea to tbe atten­
tion of Congreu. You oan ea:r •suoh prortdone are 
brought to the attention of Congreee a1 t he Treaaur:r 

dieooYere thea. " 

Regraded Unclassified



s.x.Jr: 

H.K.Jr: 

Blough: 

B.II.Jr: 

Blough: 

R.M.Jr: 

Baas: 

- 47 -

llo, I'd lea?e it. 

1 Wb1le no one ot th• 11a7 be ot great e1gn1t1canoe 
ae a bueineee irritant or deterrent, in ooabination 
their ettect mar be eubetantial. • 

I don ' t know 'llhether rou want that eentenoe in or 
not. Tarleau teele tbat tOM ot t boee m.inor pro­
via1one are otten qui te substantial. 

Tbat'e the tiret tiae hie naae 1• aentioned. 

He read this through. Ve aelttd h1a 1D to talk about 
eome other tb1nge and be read it o?er. 

The whole tb1ngt 

Seemed quite wel~ eatietied with it. 

Whatever happened to that Meting be bad with the 
United Btatee Chamber of Coamercet 

Well, I didn't know be bad a meeting. I wae bu17 on 
this • . 

But it brings in the worde •irritant• and •deterrent• 
aga1n and it )'OU' re trring to 1111nim1ze tho H •••• 

What's going through m)' mind 1e to lean tbat wbole 
paragraph out . 

I'd vot e with rou. 

Vbatt 

I 1d vote with r ou. 

Maot 

I'd haVe no obJection. 

Well, do )'OU want to open the door tor &D7 more •• • • 

Well , I'll tell rou wh)'. Th1e, I th1nlt, opens t he 
door too wide. That 1 a 'llhat bother a •· 

Supposing 70u aa1d thiel •There are, ot cour se, nu.eroue 
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a1Jlor prorta1ou of tbe tax law 11h1oh !!aYe 'bea 
round th:rou&b exper1enoe to prodlloe 1DeqaU1.. or 
to be QDDeoeaaar117 oa.pl1oate4. I ehall not 
tndeaTor to 41aouaa Maearea of th1a IU.a4, but 
auggeaUone w1ll be ude later b7 the 'freua~ 
etaff 1f 7011 w1ah. 1 

1 • •• • 1f JOU w1ah th ... 1 

• • •.• 1t JOU w1ah thea. • 

Let ae juat th.1Dk a a1Dute. 

I tb.1Dk that '• obrtoue and 4otan't Deed to be aa1d. 

.:..9 7 

I V&Dted to leaTe. Ge11e 11 •1 adTooate 011 eometh111g. 
I'• IIOr%'1• You'll exouee aet 

BaTe a good uae. 

Good D1ght. (Lean e). 

We • re juet ra1e1ng the queet1oll of leaY111g t h1e vbole 
paragreph out. 

1 Tbere are, of oouree, 11uaeroue a111or proT1e1one •• •• 1 

I 1a tearful ~t 1t goee too tar - I aean tbat we're 
g1Y1Dg t h• too auch, fOil •"· 

Dutf1eldl Yee. tarleau 4oee han the l1tt of ao•• 57 th1Dge 
or better. 

Yell, I ltoow, but I aean the t1ret 1;h1Dg - I aean 
I•a tearfUl that - I aean he doee11 1t th1Dk the7' re 
go1ng to oond der 57 th1Dga. 

Oh no, he !lae halt a 4oaen •• • • 

I aean Rarr1eon hae gotten doWD to what, three th1Dp , 
or eo11eth1Dg l1ke thatt 

Theae are aa111l7 a1nor eeot1one dtal1nS wUh epeo1al 

oaeee. 
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Well, the71 r e not going to taka tho .. th1nge up at 
th1e eeee1on. 

I would be perteotl7 ~P7 to eae it out. 

You 1 re not 11.111 t1ng the j urhd1otion o! the Coa-
1111tt .. b y leaving this paragraph out. Vbt suggest 
anything turtllert You 1 ve euggeeted more than the7 
can do &D7hoWo 

Not an all-1nclua1Ye atateaent an)'W&7. 

You •&J 70u let Tarleau read tile whole thingf 

Read it all , beginni ng to end. 

Di d be like 1 t t 

_98 

I partioularl7 wanted h1a to oatoh &n7 legal pointe , 
any errors 1n prenous history. He didn't make an7 -
d14n 1t bring up an7 pointe at all. 

By God, • 1 hunch is to leave this paragraph out. 

I wouldn ' t object. 

11hatt I don ' t want t he• to ea7, •Good Ood - th1e 
tallow - what does he expect ue to do, the Whole 
Ood d&IIID tax prograat• 

Let ' • leave it out. 

I'd leaYe 1 t out. 

Would 70u l1lte to add a sentence to the•• two that 
70u1re aention1.ng that th1a, o! oouree, ie not an 
1nolueiYa l iet, or put that • ••• 

You eaid that at tile beginning. 

It's etill obY1oue, I think. 

You've go t that a t t he end. 

o. l . 
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Blough: 
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O.aton: 

I! oR: 
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'llbatt 

You Just •AT 'An .xaaple • •• • • I gueaa that'• all 
right, 7 ... 

On 15 Kr . White baa a suggestion. 

'An important raotor 1n the oonaidaration ot a&nJ 
of the possible tax ohangaa •• •• • 

.:.99 

Mr. Graenballll would change that sentence that JOU 
Just started t o read eo 1t wuld read th1a V&JI 
'In the consideration or ... , ot the poaaible tax 
changes Just 41eou88ed, it 11 a88ent1al to bear 1n 
aind t hat their adoption wuld ra1ult 1n a re4uction 
in the revenue-produo1Dg oapaoitJ or the tax SJ&tea. • 
I th1nlt that etreaal1nea it. 

81apl1f1e8 it. 

Would JOU •87 it aga1nt 

•In the consideration of m&nJ or the possible tax 
changes Just dieouued, i t 1a essential to bear in 
mind that their adoption wuld re1ult 1n a r educti on 
1n the revenue- producing oepao1t7 ot the tax eystea. 1 

887 it once aore. 

•In the oone1deration ot many ot the pouible tax 
ohangee Jus t d11oueeed, it ia aaaant1al to bear in 
lll1nd that the i r adoption would reeult 1n a reduction 
in the revanue-produo1ng oapaoity ot the tax ayatea.• 

.Ul right . 

Down there 1n that paragraph - 1 altbougb th1a probl• 

• . . . . 
Cut out • auat• t 

• •••• ie d1ff1oult, it ia one that sue t be raced. ' 

I think we've §0' to leave 1au1t 1 in but leave the 
word •congreu out. 
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Blough: 

B,!I,Jr: 

Bl ough: 

llcR: 

H.K.Jr: 

:co 
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In the next Nntenoe, the one ~ginnl.ng "'l'he tax .. 
reeorted to •.•• 1 - Mr. lfh1 te want• to add t~ aen­
tenoea at the end of thet one to aake thie fit with 
vbat the President u.1d, eo that the paragraph wuld 
readl 1 '1'he taxes reeorted to tor replacing any loet 
revenue ehould have tbe leaet haratul etfeot on 
bua1neee and should contribute to greater equity. 
Above all, the:r should not 1noreue the proportion ot 
oonaWDer taxes. If anything, it ie higbl:r desirable 
to reduoe that proportion. • 

No, no. 

You 1ra ea:rl.ng that later. 

We ' re ea:r1ng that def1nUel:r later, and ea;ring U; 
1111oh batter than the Preaident. llo , I oompletel:r 
disagree with h1Jl, We're ea;ring it at the end and 
ea;ring it beautifully. 

'1'11At 1 e the prioe Harry pa:r• tor goi.ng somewhere. 

No, I'd leave that just aa it ie. 

Did you take out 1~, have you got it etartedt 

'l'here's 13. 

Got 13 and 1~ both there. 

It an;rbody gets ae to ohenge th1a thing again. • • • 

llcR: Page 1~ 11 completed. You're down to the middle 
ot 15 nov. 

Blougb: 

H.M.Jr: 

Blough: 

The laet two linea on 1~ oo•• out - I'a aorr:r. 

I'd like to lllake just one euggeetion - third line 
tro• the bottoa- • •••• it ia eetilllated that a total 
ot ~.509,000 peraon• would be eubJaot to the 1noo•e 
tax. • I • d 111r.e to add • that another lllillion and a 
halt persona •• •• • 

1.t.n additional' or •another.• 

• 
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a.x.Jr: 
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H.M.Jr: 
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B.H.Jr: 

B.K,.Jrt 

Blougbt 

lloRt 

Blough: 

Wei!: 

Outon: 
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•AD additional ~llion aD4 a half perwona would ba 
eubJeot to the 1Doo• tu:. 1 You aeat I tb1Dk 
that atanda out .a~. 

lluoh 110~. 

lluoh acre, beoaul8 th87 won 1 t look back at thia 
three; ther won't look baolt at the three. 

lo. • •••• an a441 t1onal 111llion and a halt pereona 
would be BUbJeot to the 1Doo• tax.• I •Ul that'• 
the 0Dl7 exou .. for it, ian't itt 

SUre. 

1 The ratea ~aed on aaall inooae1 oould be low 
with perhape a nall ll1n1.8ua tax. • 

Well, I'• aatiat1ed with 15. 

ZOl 

I think I aent1oned the oUber dar eoae obJeot1ona wh1oh 
bad been raised to this, but I don 1 t know 1t rou W&llt 
them aention1d again now or not . 

I'n bean good eo tar. I'n oDlr got two mre pe.pe 
to go. 

Well, Jla81ll telt that the oorporation 1nooae tax 
rate• oould be 1Doreaea4, but 1t ahould be pointed 
out that oDlr to the extent neoaaaarr to replace 
loat oorporata reYenuaa. 

!hat '• 'lltlat rou' re t~ns us about anrbow. 

Than llr. Ba1l1t euggeatecl that that oorporat1on U• 
ahould go laat aD4 thtt the 1Dd1rt«Dal Uld 11tate 
and g1tt lhould go ahead ot 1t. 

Perohologtcallr th&t'• baA. 

Y11, beoanae rou're ttn•ns about - JOU atart with 
a re«uct1on. 

• 
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s.li.Jr: 

Blougbl 

B,II,Jr: 

lloRI 

B,II,Jr: 

X oR: 

H.M. Jr: 

Blough: 

Gt.atonl 

Baaa: 

Blough: 

Gt.aton: 

MeR: 

H.X.Jr: 

Blough: 

B,M,JN 

Blough: 
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Mao!• goo4. loWJac \be •n•r wUh 11ao wllleb\. 

Well, tba \ 1 • al.l 110 tu. 

202 

'l'ha olll.:r o\her - 1 •••• wi \h eo• allowuoe tor oor­
~rat1on• wi\h -.11 Uloo••· 1 Oan1 \ :rou leaYe out 

with eo••····"' 

• ••• • with due allowanoe • • • • • 

• • ••• due allovaooe •••• • 

!bat waa EddJ.e 0Neoballll1 
•· 

'fbat I a l'1gh\o 

1,. ,.with due allo.uaoe 1 - tba\ 1 e a SOod ODeo A:Iq­
thing elee Oil \ha\t 

llotb.1Jig elee . Jlo other aarlr.e on thie. 

•., •• with due allov&Doe 1 - that'• good. 

All r 1ght . Tbat 1e 15t 

That'• 15. 

"Due allowance• aounde a• 1t 1t do .. D 1t •an an;rtb.1Jig. 

A4eQU&te. 

lqu1t;r. 

!bat do .. n 1 \ •aD an;rth1Dg e1tber. 

lle&De :rour 1Dtent1on• are good, Herbert. 

Vall , I ' • t1n1ehed with three. 

!vo or three po1n\e on thl"H• 

All l'1gh\. 

third .. nunoe, 11h1ah etart• •!be ex.-pt1on oolll.d 
be reduoed, tile 1Deul"&&loe all.owuoe oould be 
el1a1Dated •••• • Jlr. ONanbella ebad4n!l! a Uttle 
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K.!I.Jrl 

Blouglt: 

K,II,Jr : 

Blough: 

H.II. Jr : 

Blough: 

MeR: 

Blough: 

B.M.Jr: 

Slough: 

H.M.Jr: 

Gaston: 

H.M.Jr: 

Blough: 

H.K.Jr : 

- ~-

bit at the word 1 eliainated. 1 

reduced, but personally I eee 
tor changing it. 

He 1d ratber haTe i t 
no particular reason 

Well, that would please ae. • ••.• the insurance 
allowance could be reduoed1 t 

Yea, instead ot ~eliminated. • 

Yea. 

Would you prefer the 1 reduoed 1 t 

Yea, Yery much. 

Then it woulSl:e"The exemption oould be reduced, the 
ineuranoe allowance could be reduced and rates 1n 
t he lower and a1ddle braokete could be 1ncreaeed. 1 

Yea. I believe in doing these things gradually. 

Cut ott a dog's tail by inchee. 

And Eddie suggested in the next sentence 'Further­
more •••• • -he put in 1 Ae previously recommended.• 

That was sine. I'm sorry. That wae put 1n atter 
thie afternoon, since we nov brought 1n that inte­
gration or estate and gift taxes as a reiteration 
ot a preYious recommendation; eeemed necessary to 
.aention it here. 

How would you put itt 

•rurthei'IIlore, as previously reooao;aended •• • • 1 

0 . I. All right. Anything elset 

• ••• • as previously suggested •• • • • 

All right. 

• •.• • suggested •• •• • 

Yee. 
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And the laat eentence - the rewording at thet -
it's prett7 cuaberacae and Mr . Greenbaum ~eated 
tl11e 1D place of 1t 1 1 G1tta should not be a~all­
able ae a means ot avoiding the eetate tax• or 
1 G1tts ehould not be an available maana ot avoiding 
the estate tax. 1 

That do ean 1 t JDe an an7th1ng to me. 

Vall, I don 1 t tl11nk 1 t aeans al much as llhat v e 
ha~e there. It's a little coaplicated. 

I'd keep vbat 7ou'~e got. 

I don't eee aD7 ob Jection to llhat rou b.a~e. 

Nov, are 7ou through with three' 

Yee. 

J.llfbodf elae' 

Where doee three end' Go down to the conclusion' 

No - •In connection • • •• • 

I tl11nlt he 1 a got an old COPT• 

• ••• • during lite,• it endl. 

1 I n connection with all the mattera ••• • • 

I 1d like to Just 8&7 tl11a: •In connection with all 
ot the matter• I ha~e mentioned the freaeurr ie 
prepared. a• usual ••••• • 

Good. 

All r1gllU 

• •. . • Treaaur7 ia prepared, ae ueual, • • •• • 

Yee. From nov on, Mac, tl11e tl11ng ia reall1 ver7 
good. I had notl11.ng to do with thia. This 18 
Jake Viner here. It'• avtull1 good. 

• 
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Gatton: 

R.M.Jr: 
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I'd na-•t that "the mattere I baTe aenUonad" and 
• the matter• I haTe dieoueeed1 - there ought to be 
eo• ohallge ot wrcU.q there. 

Yea, that'• 4upl1oat1on. 

•In oonneotion with al1 theae auggeat1ona1 inatead 
ot • al.l the •ttera I han .. auoned. • 

~05 

Ko, the Preaident lr.eepa aaJing I ehouldn 1 t •air.• 
~atione. I'd rather leaTe that aa it 1a, it JOU 
don t 111nd. It JOU don 't 111r.e 1 the aattera I baTe 
d1aou .. ed1 JOU oan put 1n another word there, blat 
I wouldn't chance that otber th1ng. 

1 Tha matter• I haTe diaouaaed •••• • - "'lllat I baTe 
diaoueaed tor the aoet part ia concerned •. •• • You 
can 8&7 •.nat I baTe d1aouaeed •••• • 

1 Vhat I haTe dhou .. ed 11 tor the aoat part confined 
to a lill1ted aegaent ot the tax •Jatea.• 

H.X.Jr: Ie that all rightt 

Blough: I th1nlr. eo. 

H.II.Jr: Bow 'IIOuld it bet 

Blough: "What I haTe d1aou .. ed 1e tor the aoat ~art oontinad 
to a lia1ted aegaent ot the tax •J•tea. 

H.II.Jr: Want to 8&7 •.nat I haTe d1aouued preTioua17•t 

llllttield: I th1nlr. U'• better the tlrat n:t• 

Duffield: 

Blough: 

B.k.Jr: 

'llhloh ~t 'What I han d1aouued • •• • •t 

Yea. 

1 '11bat I haTe d1aoueaed ia tor the moat ~art oontlned 
to a 11a1ted •pent ot the tax 171tea. 

1 I do aot oonaider thea ae oonet1tut1q an adequate 
prograa ot tax reT1a1on. 1 

• 

Regraded Unclassified



oaston: 

H.K.Jrl 

H.K.Jr: 

B.M.Jr: 
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You can't say •thea• it you 181 1vhat I have dh­
oueee4 1a •..• • 

All right, tu that up. 

1I do not ooneider it •••• • Buht Is that what you'd 
dot 

Or you can say •the subJeote I have discussed •• • • • 

Oh, don 1t let's change it so much. God , th1a is 
beautitul dovn here. 

I vas going baclt, changing yours eo ve wuldn 1 t need 
to change th11. Instead ot •matters• you say •the 
subJects ve have diaouseed. 1 

All right - 'the subJects.• 

Then rou von 1 t have to change th1e. 

No. 

'I do not consider t hem as constituting an adequate 
program ot tax revia1on. Such a program can be 
developed only t hrough long continued study and 1t 
cannot be statio but must be adapted to changing 
conditions. But the general linea along which 
Federal t axation ebould develop 1n the tuture appear 
to be quite clear. We ought t o increase the part 
played by d1reot taxes that oan be made to take 
account ot d1tterenoee 1n the ab111t1ea of 1nd1-
v1duala to support government. Th1s Mane that ve 
should endeavor eventually to ain11111t.e t he uee ot 
manufacturers' excieea and other coacodity taxes 
vb1oh t end t o be lhitted directly to con-re and 
aleo ebould reduce the 1mpor tance ot taxes on cor­
pcrat1one , eh1tt1ng the burden as tar ae practical 
to the ind1vidual income tax and the eetate and 
g1tt taxes. 1 

Barry llh1te wuld 11ke to take out t he olauee •and 
also ahould reduce the 1Jip0rtance ot taxu on cor­
poration!!.• 

• 
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Blough: 
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Dllttield: 
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Wll&t dou he 'trallt to ao that tort 

I sueee he th'nh 1t1e Dot a 1'004 14 .. ~ ngeet 
that we are &01118 ~ take cue• ott OOJ110rat1oDe 
and ehltt the burdu to 1Dd1Y14ual 1Doo .. tu. 

I doD't th1Dk 1t 1• either. 

'l'hat h&ppe.ne to 'be a hobb7 ot Jake'• · Jalte ••••• 
to think we oucht to tu tha oorporaUone 110re and 
110re a• •tookholdere. 

'l'hat happeu to 'be a hobb7 or al80et UJ' tax aan 1D 
the OOUDtl'J• 

I ltnow 1t. 

It JOU round a 11a7 b7 wh1oh rou oould epplJ the 
w1thhold.1ng pl'1Do1ple to oorporete re•euu•• and aalte 
1t p&J the .... reYeDUe ae W.n 41•tl'1buted, that '• 
all r1gbt: bllt whan JOU &haDdon that pr1no1ple oo,._ 
pletelr JOU 1 re e1~aplJ opeD1ns up a great b1g oheDilel 
ot tax a•o1dalloe. 

You don't lUte the 11a7 1t 11 beret 

Juet the oDe oltD"· 

IYel'J'bodJ 1D thle rooa hae HeD 1t tan t1a ... 

I don't r .. eaber 1t. I don 1t lUte 1t. 

B.IC.Jr: It wa• wrUtan teD - two weelte &SO• 

Blough: Vl'1 tten when V1Der wae here. 

H.IC,Jr: Whloh 1e how loJII asot 

Blollgh: About a week. 

Geaton: I ' d etrllte 1t out. 

Dlltt1eld: !he uDtenoe wuld read all l'lgbt wlthout 1t. 

~07 
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How woul.d JOU hs:re 1 U 

'Th1• meana that we ehould endeavor eventuall7 to 
m1n1m1&e the use or aanutaoturera 1 exo1ses and other 
oo1111110d1t7 taxee vh1oh tend to be shifted d1reotl7 
to oonaum.era • ••. • 

Per1od. 

• •••• eh1ttad directly to oon•umers.• Period. 

No oo-. 

And leave out the rest . 

Just leave out "and elao should reduce •••• • 

For ent1rel7 d1tterent reaeone - 1t I talk about 
reducing the taxes on oorporat1one, that would h1t 
the Prae1dent awtull7 hard. 

Haas: It 1 a not explained here vb7 you voul.d do 1 t . That 1 s 
what bothers me. 

MeR: I ' d l1lte it better with that out. 

H. Y..Jr: 

Oaeton: 

ll.l!.Jr: 

Bl ough: 

Gaston: 

MeR: 

Blough: 

Yea, let ' e leave 1t out. Let 1 a leave 1t out. I 
th1nlt that's unnecesear7, 1n v1ew or what he said 
laet n1gb.t. 

I th1nlt it ' s wrong, too. 

Well •• •• 

I voul.d agree tor the reaeon JOU mentioned, net tor 
the reaeon he mentioned. 

It 1 e ae plain··· · 

I agree that it ' • wrong tor a ver7 practical reaeon -
unleae aome way vera round, ae Herbert B&JS•• •• 

But it doeen ' t solve the problem. llo usa going into 
it ton1gb.t . 
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Dutt1eld: 

B. K.Jr: 

Blough: 
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Not tonight. 

1 ., •• eh1tt1ng the bllrden u tar as practical to the 
iod1T1dual •• •• • Juet leaTe out that partt 

Ve ought to uee the words •transferring the burdan, • 
einoe the word 1 eh1tted1 1e ueed before. 

Sure- •traneterring the burden.• 

.Ul right, that 1 1 tine. 

209 

Nov, the next eentenoe 1e eort ot thl'ovn 1n there 
vithout Te'f'7 .aoh rb7M or reaeon. 1 8uoh raTidon 
would facilitate coordination ot Federal vith State 
and local t axat1on. 1 It JOU vant to put tbl!.t in, 
JOU probablJ ebould ea)' 1vould inoidentellJ facilitate 
cool'dinetion ot Federal vith State and local taxa­
tion.• 

llcR: Vh)' do JOU need thatt Pertect17 good etatnent. 

lluttield: 

Y.cR: 

H.K.Jr: 

llcRI 

Baaa: 

R.X.Jr: 

Haaa: 

H.M.Jr: 

Pertect17 good. 

Perteotl7 good etatement, Ro7 - •vould facilitate 
coordination ot Federal vith State and local t axa­
tion. 1 

I'd l eaTe it ae it 1e. 

I Uke it. 

I think it ' s all right . The next sentence bother• 
ae. Ma)'be it vou.ldn 1 t an7bod7 elee. 

Vhat'e thatt 

The last sentence, Mr. 8ecretal'J• The public hae 
been vaiting eo long to hear trom these et udiee , 
JOU eee, and ;rou' re go 1ng up there nov and JOU 're 
aaking the - and 1n other parte ot the paper JOU 
ea1d that ;rou '4 be glad to help, and eo on; I '• 
inclined to leaTe that out. 

I think George 1e right. 
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nougtu 

- 6.1 -

There 1 s another element in that pa~h you may 
want to consider, at the beginning or the paragraph; 
has acme bearing on this. Bailie and Greenb&I.UI 
~Uggeated that you aigbt v1eb to say that the adequate 
prograa or tax reTieion 'IIOilld be something which the 
Co111111ttee and the Col:llaiasion vould d8't'elop. In other 
worde, here ie the i amediate l1a1ted eepent. 1 I do 
not consider them aa constituting an adequate prograa 
ot tax re•iaion. Such a program can be dneloped only 
through long continued study and it cannot be statio 
but muat be adapted to changing conditione. The Co•­
mittee and Collmiaeion pr8't'ioualy mentioned would be 
ideally tit ted to consider euoh a prograa. 1 Boaething 
like that. 

KoR: No, I think that 1 a supernuoue, Roy. I think it 1 e 
aupertluoua. 

H.M. J r : 

Blough: 

KoR: 

H.H.Jr: 

Bl ough: 

H.K.Jr: 

MoR: 

B.K.Jr: 

I think, as George eaya, here at the end - va ' •e had 
eo God damn many etud1ee and eo little action. 

I agree. Let ' s out it ott. 

I think that clause should oome out. 

That appliee to the other thing. We 1 Ye done all this -
going to reter it to another ooau:littee, han another 
aurYey. 

You'•• got to take the brunt tor these three men 1n 
New York. 

I'• vUling to do that . 

You did a ewell Job on reporting. 

Nov, we're going to lea•• out th1a ae~tenoe 'The 
Treasury ia continuously etudying •••• 

Yea. 

.Ul right. 

1 In oonolueion, pera1t •• to eay that one ot the 
maJor taelts we haTe before ue ie to do eTerything 
va oan to promote lasting buineae reooYery • I 
must repeat nov vith the eaae deep oonviotion with 

• 
... 
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Hau: 
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'tlbioh I 1&1d 1n lo<r .. ber, 19)7, thet '!he bal1o 
need to4&7 i1 to foatar the fUll applioat1on of 
the di'1Ying foroe of pi'1Yate O-alital. We want 
to aee capital SO into the pi'04uoU<re ohannela of 
priYate 1n4ultl'7• We want to aee pi'1Yate bue1neea 
expand, II 

Could 70U leaYe the laet eentenoe ott - •Our oon­
e1deration of tax ohangea •••• •t 

llar1'7 wanted to leaYe the laat Mntenoa ott and 
aa1d 70u wanted aoae languap alao • • •• 

Before we look at the lancaage •••• 

211 

10ur oona14erat1on of tax ohangea •••• • - Ood, I 
don 't want to bri.ng that 1n again, I aean I 1d like 
to end on that quote. 

That'• the high point. 

Leave out •Our oone1derat1on • •• , 1 Orou that eentenoe 
ott, will 70u, Blought 

Your high point 11 the quotation from the ')7 etate­
aent, 

Yee. 

llow, wbat '• th11 llal'1'7 aqat 

'!'hat .,uld go on right at the end of the quote. 

Vhen 70u out that out, don 1 t JOU lea<re th1a la.at 
paragraph unrelated to 7our atateaenU 

I don 1 t t h1nk 70U do, Herbert. 

8eeaa to .. that 7ou do. 

1 In oonoludon, peMlit •• to 1&7 t hat in our oon­
eideration of tax ohangea •••• • -no, that ian't ­
• ••• • we .uet haYe in aind that one of the major 
taaka before ua il to do e<reJ'7thinf we oan to 
promote laating baainaaa reoo••l'7· 
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Gaston: 

H.II.Jr: 

Gaaton: 

H.II.Jr : 

Raaa: 

H.M.Jr: 

H.M.Jr: 

Durr1eld: 

R.M. Jr: 

Durr1eld: 

MeR: 

Baaa: 

MeR: 

Haaa: 

B.X.Jr : 
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Unl8U 70U do that, 1t IOUftdl ae i t 70U' N Juet 
giY1ng thea a little eer.on on recoYe~ v1tbout 
an7 connection v1 th 7our ourrent d1ecuee1on. 

Want to leaY8 that laat 1entenc1 1nt 

212 

Either leave it 1n or put it 1n a• Ro7 euggeete, at 
the a tart, eo ae to show that ·70U 1 re talking about 
recovery 1n connection with taxee. 

Oh Oodl 

Unleee the thing got out ott, Herbert, there couldn't 
be an7 other meaning - I aean unle81 the paragraph 
got eeparated trom the other part or the paper. 

I'm certa1nl;r not going to lean that little sen­
tence on the en4. 

That '• a wow. Rarr:r aa1d, 1I don 1 t ltnow how much 
ot th11 I 111 get awar with." 

Ob • • •• 

Oh, 70u mean the 10ur oona1derat1cn• thing. Oh no, 
I thought 70u meant Bar~' • laat sentence. 

Well, Har~'• too. I mean l'a not going to use &07 
ot it. 

I eee What 70u mean. 

A• long ae 70u 1Ye been t•lktng about taxe• all the 
W&1 al.ong • ••• 

I don ' t see that 70u have to • ••• 

•• •• the oonnect1on 11 well eetabl1ahed. 

In a epeeoh, it 70u t~ to t1e 1t up too log1call7, 
7ou lose too much treedoa, it geta stilted. 

I think I ' d lU:e to 1&7 Juet th11 one - maks th1e 
one change: •In conclueion, pera1t me to 1a7 that 
one ot the major tasks we have betor• ul toda)' 
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DI.Ltt1eld: 

B.M.Jr: 

Blough: 

H.M.Jr: 

H.M.Jr: 

Blough: 

H.M.Jr : 

Blough: 

H.X,Jr : 

Blough: 

H.M.Jr: 
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ie to do eni"Tthing we oan to promotelaet1ng buei­
neea reoovel')'. With th1a 11Jle1'110et in 1117 mind, I 
would like to repeat now •••• -and the reet Just 
as it ia. 'With thia uppermost in my mind, I 
would like to repeat now •••• • It ie ~permoet in 
my mind. What! 

Yea. 

That tiniahea it ott. 

You added t he word 'today' in there. Did you want 
that in! •one ot the aaJor taeka we have before 
ua today ••.. • 

Where did I say that! 

In the second line. •In oonolue1on, permit me to 
aay that one ot the maJor taelr.a we have before ua 
t oday • • •• • 

Where did you get that! 

Well, that ' s that laat paragraph. 

:13 

•In oonolueion, permit me to aay that one ot the maJor 
taake we have before ua •••• • 

You inaerted • today.' D1d you mean to have that in 
or not! 

Yea. I didn 't, but I mean I did i t euboonac1ouely. 
Yea. • •••• betore us today •• • • • Yea. • ••• • 1a to 
do evei"Tthing we can t o promote laet1ng bueine81 
recoYel')'. • 'l'hen what cUd I eay! 

' With thia upper1110st in my mind, I would l .11r.e to 
repeat now v1th the aame deep conv1ot1on v1th which 
I aa1d 1n November 1937· ··· ' 
I'd say 'With this etill uppermos t in my mind •••• • 

' With thie still uppermost 1n ay mind •• • • • Maybe 
then the word • today ' ahouldn 't go 1n the prev1oua 
aentence. 

• 
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H.K.Jr: 

Blough: 

B.M. Jr: 

MeR: 

Blough: 

H,X,Jr: 
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Haven't got an:r object to r.peat unleu ;rou ohaDge 
•nth wb.ioh' to 'wbat . • • . ... I would lUe to repeat 
nov with the eame deep oonv1ot1on what I ea1d • •• • • 

What are :rou ra1e1ng, Herbertt 

That 1 e right . 

0 W1th th1a at1ll uppermoet 1n 117 m1nd , I would lUe 
to repeat nov with the eaae deep conviction what I 
aa1d 1n Boveaber, 1937, that ' The bade need toda;r 1a 
to toater • . . • •• 

I think that'• good enough. 

And leave out :rour f1ret 0 toda;r0 eo :rou wouldn ' t be 
repeating. 

Yee. 

!Ught. 

"In conclusion, permit me to lk7 that one ot the 
major taaka we have before ue i1 to do ever;rthing 
we oan to promote laet1ng buein ue reoover;r. V1th 
th1e etill upper110et 1n a:r m1nd, I 'MOuld lUe to 
repeat nov with the aame deep conviction what I aa1d 
in Koveaber,1937, that ' The basi c need toda;r is to 
toater the fuLl applicat1on •••• 1 0 and eo on. 

I can 1 t tell. ;rou bow auoh I IIPPrtoiaU all of :rour 
forbearance. AU I 1• go1.ng to •k7 - 1t an:rbod;r 
gete ae to change that aga.l.n - don 1 t &111bo47 ooae 
1n to110rrov , beoauee I 1& going to oarr:r a gun. 
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nc U.DIO mtm, ••HD lbDI OOIWWI -.oat~,• 

"CeJplMt ltrl••' 

••• 3 - IIDJ')' llor•·t-. : r • • Secr•\ar7 of tboo freulaJ')', -
I.on ll llj•lloi\, :SS.CUtift D1roctor , IIC, 

Tu.eoi!q, llq 23 , 193!1 

Sill! 
SWIOI m CJU mil 

.U.IIJJU IDO, :B1ra1DCII.a 9116 I'll 
ISI'.L, llont,OMJ')' 7115 I'll 
'I.U.l, llo'bile 7100 I'll 

J.J ' IOIA lt'Ulllo Jml1IOlllt, P!loon1x 
~ 

1013:1 1'11 

J,J :J.JSAll IL!l , Little Rock 813:1 I'll 

Dl'W, l'ort Sa1 tb 7&15 I'll 
t:ILD, n Dora4o 

CAtJJOIIU ltl'l, Loa AJ1Ce1oo . 313:1 I'll 
llloT, Loa ADC•loa 2100 I'll 
Jti'IIC , SaD l'rODChCO 2&15 I'll 

COtoUIXl XlOD, Dennr 8:45 I'll 
dlt.l, Greeley 8145 I'll 
I:OBI', Pueblo 8145 I'll 

C(JIICflCIII' ll'nO, II&J'tford. 5115 I'll 

IJI.LAURII n l.M, 1111111DCtOn 7145 I'll 

MRIDA 113U, JackoonY111e 6100 I'll 
11SUI, St . Petersburg 10: 15 I'll 

n o», lliam 10145 Pll 
liJOY , St • .L~otins 5:16 I'll 

O!I)JI!lU vs:a, Atl011ta 6145 I'll 

l!W!O 1:100, :Boho 2130 I'll 

D!LC, Lewhton ?145 I'll 

XSU, Pocatello 7:3:1 I'll 

f.t.u.,ts 
lt'I7I, !win l'al1o 

7:15 I'll 1ICI'L, Cbiceso 
WID, Peoria 9:00 I'll 

liDZ, Tu.ecola 1130 I'll 

fiDUIA 
1'BIY, But st. Lou.h 

5:15 I'll lllD, Ind1-o11o 
w.a, :l'l'enorllle 8:15 I'll 

liS:BT, SOU.tb :Bend 8116 I'll 

n iD , Cl&J')' 
113:1 Pll 

ton x:JII!, Do a Koinea 9130 I'll 

ltllA, Sbe"""doab 
9115 I'll 

1111\', Cedar ~ida 
4:3:1 I'll 

f .IIISAS n:al, Topolca 
9116 I'll 

DB, 111obite 
8145 I'll 

I:S.LL, Selin& 
12t45 I'll 

1311rucrt liiiAS, LollioYUle 
5116 I'll 

lt.UQ 1IOAIA unoll:, Portlu4 9100 I'll 

IWm.m llli&L , :Balt~r• 
2145 I'll 

11'1!10 , ~rlaD4 
7: 16 I'll 

'IUL, SellobiUT 
613:1 I'll 
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•c~Loet Sorl••' (O•t ' 4) - 2 -

mn StiUQI MP CIU Ulll 

w.ss•csnSI! rs WUI & OOUJIIUL ltia&, Joet• 
IBAl , 0Heaflel4 

1100 N 
714&N 

... 1'1thfl el 4 
li!CBIOAI mz. DetJ'On Ita:> Rl 

'IIJ. Detroit 12100 loo11 
Ulmso'I'J. U'!P, 8t , Palll 9141! 1'11 

llrJO, ltoclleater 91411 1'11 
ITSII, llaalcato 9 1«1 N 
UUl, St, Olou4 91411 1'11 

IIIli, St, PIWJ. 12115 1'11 (Ye4,) 
'1D0, Duluth 10:3> N 

11KBO, Blbblllc 1CI3l 1\1 
YIILJ, Tizwlnla 1013> N 

liiSSlSSlPPl 11SLI, Jackaoll 4!45 1'11 
YCOC, ller14l&ll 4145 1'11 
'IGlll , Or.....S. 4145 1'11 

Ill SS01Illl DJ:I: , St. Lout a 913> 1'11 
IDA7 • laiiMo C1t7 10100 1'11 
~. Sprtncfleld 

lfOif.W. J:GlO, li.1ae011la 
0'311, 0Aat lalla 
J:GBL, BllUa&a 
J:GIZ, lallapell 
J:GCl:, Volt Polnt 
lOlL, Oaaha 4145 1'11 
J:011B , Ollalla 11:00 .All 
YJAJ}, llorfollc 7100 1'11 
J:G'Ill', 11orth Platte 1145 1'11 

lli'f.I.DA lOB, Reno 7130 1'11 

m IWIPSBI Ill ~. l!aneheater 7100 N 

liLIB, Laconia 5130 N 
YBBB, Portsoouth 8100 N 

mn:am YA!! , Jer oe7 Clt7 10:00 .Ill 

W!!IJ. Trenton 7:15 1'11 

'lPG, .ltlantlc Clt7 2130 N 
'I0.1P, .1ebur7 Pan: 8100 1'11 

m IIBXlco J:OB , .lllnlqUerqua 
m 1011: liBI, 11ew Tork Clt7 10100 N 

1ltJitO • .11 ball1f 5130 1'11 

'IIIClY, Buffalo 7130 N 

'IS.U, Bocheater 9 13> N 

VDL, syracuse 5115 N ('fe4,) 

mx, Utica 7115 N 
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2-1.VL:> 
.. 

oc~lU~ Sorloa• (Con~• cl.) - :; - ~ 

w.n STJ.TlOll AliD CIU fllll 

.:~ll!! Q.IBOLilU 
iiP'n, Raleigh 
liB!. Charlotte 
11BIO, Greensboro 

!lOaTH IWtal' A KGCO, l!andan 5145 Fli 
Jtm!C , James town 6130 Fli 
Kl'YR , llhc>arck 6130 Fli 
XOVC, Vall<rJ Oit:y 7100 il>! 
Kl'Jl£, Orand !or!<a ?:15 m 
KVCX, lloorehond 6130 l'll 

OHIO VLV, Cincinnati 11:15 Fli 

l!IUR, ClevelllDcl 10: 30 1'1.1 
'i!!KC, Col=bu• 3:00 PU 

Oit!.Aill:W< K'l'CK, Oklahot>a Cit;r s:oo ru 
Qklaho118. !!J!tu&l 1!!~!21:11 &:oo ru 

DIX~:Ual<O«OO 

r.GT.' -Sbo."""o 
UD.L-J.clo 
ZVSO-.Arcl:>oro 
tCRC-Enicl 
11BBZ-Poneo C1t7 

K'IUL. 'l'uloa 
KAS.\, :!llk City • 

Oll!XlON Ul!li , Portlnnd 9 : 00 Fli 

Pl!!INSYL VAll I A iiFIL , Phil.Adolphin 10115 Fl! 

ilKS'!', lfo\7 Ca$tle 
.. 

11GB!, Scranton 
1'1SAN, Allentown 6: 30 P.! 

Rli)DJI ISLAND 'i':EAH, Providence 2130 Pli 

SOUIH CAllOLIUA itts. Columbia 3:30 pU 

SOUIH DAXOU i!:SOO, Sioux City 5: 30 R: 
KELO, Sioux Cit:y 9145 1'1.1 

l7RU, Yankton 
K71!1, l.Atertotm 
K03H, ?~icl Cit:y 
K.A3?., Aberdeen 

~ v~, l~eaph1a 
lW'O, Chnttanoot;a 
mrox, Knoxrtllo 

7!.U.S KJ!O'J, Al>.otin 
KX'!Z, Houston 
KGliC, AJoarillo 
ZTAT, Fort 'Jorth 
K!lGV. 17oale.co 10:30 i'li 

ilTAl! KSL, Salt Lol<o City 
KDYL, Solt Lol<o Cit:Y 

10:45 a: 
Ogden KID, 

KS!Jll, Cednr Cit:• 
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US'l' VIRGiliU 

IISCONSIII 

P1m!TO RICO 

\U.SRimTOll, D. C. 

&!CR'I' IJ.VJ 
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ssnmr m cnx 

lltU':, ~liD«ton 
1IIlZV, 'fe.torbul')' 
liS!B , RutliZid 
1IMBG, llicblllond 
'tl"'.j!l, Norlolk 
1lllBJ , Roanolco 
XlRO, Se6ttlo 
mo, SpokMo 
ltW, Walle. Walla 
K'IILK, Longvio" 
1!110 ' 'l!acoma 
'IIC!!S, Cbarloaton 
'!lPj!!, Parlterabur& 
lll!LK, Clarke a bur& 
'I'SAZ, Runt1J>gton 
ll'll'v.&. , 'lbeolill& 
11HIS, llluetield 
W'lllJ, Uil-..Jcoo 

WPRP, Ponce 

'IOL 

11'2JU:i') 9530 KC Schonocte.dT, 
li2XAD) 1 5330 KC No.. York 

7:00 Pll 
6:15 Pll 
8:30 Pll 

10:45 !'II 
6: 45 Pll 
5:45 Pll 

8 :00 Pll 
7:00 Pll 

10 :45 AIL 
7:45 Pll 
7:45 Pll 
7:45 PH 
6:45 Pll 
7:30 I'll 
8115 I'll 
9:30 I'll 

7:00 Pll (?r1 . ) 

llt45.&1L 

3:30 Pll 

'1'6XBE - San J'ranoioco, Californi& 
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IIJIIIIJ JI)IIOII'l'IWJ . .m. • ........" or '1111 muun 
JDJILL ){JLLI'l'T, WOtlfl DIBIC!OB, D.!'IODL WDW*'l ~It. 

~~ The TreaiUl'Y Departll8nt of tho ODited Statet , comolll:y la>OWil 1111Pl· 

ao tho Tr oasary, one of the oririnal executive dopartmonto of our 

Gonrtlllent, aDd one that h lad1openoablo to tho traauctloa of 

the llat1en1 • buaine... Tile !load of that departaent , tile 

So ore,..,. of tile 'l'reuur)', tile elliot flD&DCial offi cer of tile 

OD1 ted Statoa. Tile wol1t of h1o departDOat atfeeh all depar-h 

6114, in fact , all citizens of tile ODltod Stateo ver7 directl:r. 

VORG!!ITIWit 'fo are conacioua of that fact enr'f dq, llr, llollett. 

KELL!TTt Tho Treasury Department's ac tlv1t1eo cover • .uch broader field 

tllaa the aere collection of rovouue aad the p8lmODt of tile 

VOMEITl!.I.Ot Tile otr1ctJ.¥ fhcal activitleo are bl>t a part of <Nr wonc, ti>cN«h 

of couoe tile moat l.olportant part. 'l'llooe inClude U. collection 

of tho rovomw, tile Jtoopin« of U. central acccnmh , tbe care of 

tha conrnaont fb.nds and tholr d1oburo-nt , t~ -nt of 

tile public debt , tbe le8U8 aad redoaptlon of OD1 ted Stat .. aoao7 

and the cuotod)' of tile atocko of 110netar)' Mtalo, tile otabilh .. 

tlon of tile ombant;e Taluo of tile doll•" , tile ouper.-11\oa of tile 

l ational bank• and the tu1flllaent of the Seoretary1a dnt7 under 

tllo orisiaal ant of 1789 which created tho TroaiUl'Y DepartMnt 

to •d1root and prepare plana for tile liiPrDT-nt and _.-oJ~t 

of tha rOTeDWI , and for U. .uppor t of tho p®llc dol>t.• 

Regraded Unclassified



- a -

JII!JDTI Tbe reYemo& is collecte4----

II)MlJil'H.I.UI It 1t collected by tho Bur00111 of Internal Renaue &1>4 the 

Bur•~ of Cuatoea. Internal Revenue 1a our larpot ainglo unit, 

lleoideo a largo building of ito o"" 111 w,.shington it hu officii 

111 OTOI7 State in the Union, L&ot :year 1t collected 5 billion 

600 million doll,.re at a collection coet of about ,. cent to the 

dollar, which includeo the cost of innst1gat1on of ro turDs , 

settlement of disputed cases, lit1&at1on aDd action ogaillst 

tax evadero , from tho 110onoh1ner to t ho biggeot t~r. 

After investigation, tax eases are aottled----

IIOI!I)IlrnWI: The:y .,.. settled now al=oat ..ttopther in the fi eld, We have 

decentr,.Iized what we c..tl tho technical staff, The taoq>a:yer 

who io diasatiafiod with our ooaputation of whot he owaa OllD now 

have hh appeal conoidered and acted upon b:y a group of our 

• 

100at h18hl;r trained export& at ,. cit:y Mar hia hoM, without tho 

expense of a trip to Washington llftd without the necoao1t:y of 

hiring legal counsel • 

.t. great boon certainl:y to the aaall taoq>a:yera, aDd, perhaps , to 

eoae not ao maall--The Customa collectors, Mr. Secretary, 

the mon who moat uo at the dock wben we return from abroad or 

on the border when we return from Oanadll or Wexico----

liOl!Gm!Wl: The Bureau of Cuatoma, oldeet of rnenue sgoneieo of the Gonruont, 

bee had to take eecond rllftk to the Buro.,. of lnternlll ReTonue in 

dollar collectlono, but it h atUl an iiiJ)Ortant ogenc:y. It h 

a cuardi..n of our trade tJ>4 our doeeotlc illlluotey and. that tunctlon 

.. 
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II).<Ollfi'BAIJt of polic- at our ~atea probabl7 -· 110ro to ua tbazl the 
(Coot1 d,) 

350 ailUon dollars the cuotoao collootoro turnad Ia lut 7oar. 

Thet 350 111111ona :plus Internal llnewe collect1oao lllllcea ebout 

oix b1ll10111 In a 7ear. Thia groat otroaa of caoh fiowo trom 

your oollectore to----

liOM!li'I'JI.I.Ut It flows Into the dopoa1tory accounto of tho Treasurer of the 

Un1 tod Statu, who h tho custodian of the OoTernment' • opera tine 

!'Undo. Ria 11aenso Tan1t in tho Tre&IUJ')' b1Uld1Dg ln 'fa~ton 

alW!IfO boldo a stor e of curronc7 and colo , but tho greater part 

of hio balances are In the J'ederal RooorTo banko and opoclal 

depoo1torlea. He hno a larco accountinc forco which boo to keep 

track not only of the etre8l0 of recolpto but of the atrenm of 

paymente aa represented b7 the hugo volume of Oovernmont dis­

bursing officora' checlta which como in tor payment. Every ""*' 
ho handles reeeipto and paymento runninc Into many ~illiona 

o.nd of course his books must balance da117, Just aa any bank's; 

but, unlike the bank , he pul>Uoboo hio f!Feo eTOry da)'. 

The Da117 'I'rellSVJ7 Statement , oo .. tlaoo called a real lll.raclo 

of oecountinC--

liOME!!TlU.Ut Tho TroaiUJ')' Statement 1s the Joint product of the Treasurer' • 

office and that of the Cocmloeioner of ! ccounto end Depooito, the 

Troaour)'l a princi pal aeeountiDC officer. lt ie be who keeps the 

govorning appropriation accounts , oYeroeoo the tranofero of tundo 

from ono account to another and generally lteopo metlculm>o record 

or aU C0'""'""'"t flocal tran...,uono. J'roa hio booko <» .. data 

.. 
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lii!GJJTB.I.U: upon which tboo fbcal ualstut to the SecrotU'7, .., .. por1oDCo4 

(Cont14.) career officer of tho freaiiU'J', baaea hb report a to .. u to 

fbcol proapech aJid finaDCiol nooda, I abould o4d t hl\t tho 

obooka the Treaourer P&lW are aoatly i asuad b7 another TreoourJ 

official, tho ob1ef dioburaing oft1oor, tbroU«b b1a officea in 

l aahington ond in the fielo!.--which meant thrO\I&hOilt the CCIWltrJ, 

m!B!'l': But when the diaburauonta o:reeed revenue--

li)$D'!l!ADI Tho differe~~te, of course , twot coDe Clllt of the Om>eral J'w>4 

bal&DCe, which 0111at be repleniabod b7 borrowing on the generol 

credit of the United Stntea, J ew or retwl41ng obllption-

bondo , noteo or Treasury billa , are prepared by the Cooadoaionor 

of the PUblic Dobt , wbo olao exorciaoa suparrieion OYer the 

itiUO and redemption of the Government' • public debt obl1gationa. 

Deciaiono ~at be made aa to when to offer aecuritieo , bow ..ch 

and whnt ki.nd; nnd since old dobt b conatlUltly mntur1ng, 

llllturi tiea IIWit contbm.'lll;r bo puahed fonrard eo that not 

too au:h of the debt 1s ~lo in ozq one 71ar or group of 

JOart. fhooe aro direct respcna1bilitioa of the Seeret317 of 

tho Trenlllll7 , in vhl.ch bo baa the bolp of nr1oua Maben of 

hia atatt , including r esenrcb aaaiatanta. Solect1on of the ktod 

of iosuao which t he aartot will moat reo4117 o.baorb baa , of 

courae , a bearing on tbo 1ntereet coat to tho Oo•oroaent. l e ba•• 
boon succeaatul i n accoapliahiDC ••rr subatant1al reductiona in 

1ntoreat r11t.oo in the lut f1Yo )'lert, aa ••11 u in extending 

the onra&e NturitJ of the debt, 
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S~Nt&r7 Jllall , ill CIIOJ' 1>roe4caat lut -*• -tloll84 \lot 

'l'r .. IUJ'7 aa & 4ep&rtMat w1 th '11111ch tlwl &tote Dope.r-t 11u 

cloa• coatacta----

II)BG!IITIWII lloat i10p0rta11t of our actlT1 tie a ln the 1ntera&t1onal field h 

tho l\ll)eM'hion of forel.p exebance , 111olv41~~& the opei'1Ltiono 

of the Stabilisation JUDd, thrOU&h, which our own eitiaene nad 

thoae who de bu.e1naaa with ue 1\l'l protected 16a1not Tiol""t 

tluetU&tiona of the Yalue of the dollar. In that worlt we ha ... 

1ndiapena&ble help froa repreaeotatl ... a of the State Departaellt 

whoa SocretaJ7 111>11 baa nnl.pod to cooper&te with uo. With 

li!IJD'ra 

their aaahtaDee we were able to COIIalv.de the tri-p..rUte IIODBtar)' 

undente.z>d1ng with Great Br1 tain e.z>d hanee, to 'llhl.ch Bel&i'llllo 

the llotherle.z>da and Switzerland l ater edhered, 'l'hia hal beell 

a atrong influence 1n promoting internotional aonotar,r atabilit7 

end preventing trod& d1sloa11tion, We a1oo haTe Treai!W'7 acente 

in ae.z>7 countriea , whose wor!c h mainl,y in collllection with 

CUatoma ~~attera, the enfo.....,.ont of larcotic lawa and ca~~nnt1o11a, 

and the protection of the public health, 

Public health 1a ~ o fiacal tw>ctioo.--

ltJI!GEiriiU.Oa lo, of course it 1s not , It h .., accidcllt of hiatorr that tho 

Public Health Serrtce, one of the fineot a a wall aa one of tbe 

oldeot of the GoYerument' • aooial and bnaaD1tarian tuactiona , 

baa boon 1n the Treuurr Departaent. It started with a hoapHal 

toM'ice for •-en, aoooeiated with the CUatoaa, aod froa thia 

baa 8YOlYo4 the general quaraotlDe and baalth ooM'iCea wb1ch he ... 

l>oc- of 1ncalculal>lo Yalue to all our ci thno. so-obat a1a1la1 
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11 tho b1atory of thi> Const Gv.Al'd, with ito neet of o~iDS 

cuttoro, patrol boota , tuga, iee-breekoro , ito olrpl&DOo for 

reocUD work and lnw-enforcement pntr ol ant\ ito gront cbnl..n of 

l1fe-anY1n& atationa wb1cb girdle tho coaoto 1111d eurroun<l the 

Groot Lokoa . That all began with roveuuo cuttero to combnt 

Olllllggling. But the Coaot Gu&.rd, wbl.oh roocueo peroona in por n 

at oen and enforces cur lawo ganerall7 in the conatal unt ers , 

otill llae on Uq>ortnnt 'l're,.,..,.,. fUnction in tho pro~ection of 

tbo ra•ez.m.e. 

m.Lm: 'l'be 'l'real\117 bas become o poU Cf!M' 

ll:llllEII!'l!1UI So much ao that mat of the iobabitanh of ll'oderal penitentiaries 

are put thoro as a result prlmnrily of tho ..,uviti ea of TreasurT 

lnw-on!oroemont egents . our polico ogoncioo includo, besides 

tho Coaat Guard , tho CUstcma ogcnoy oorvice , tbo secret Service , 

whiob, in addition to protecting the Prooidont, combnto counter­

f eiting; the enforcement broncb of .Ucobol Tax Unit; the llorcoHco 

lluro81l and the Intelllgence Unit of the lluro.., of Internal lle...e_UWI. 

4aonc tba acco10pllsbslents of tbo IntoUi&enco Unit , wbicb acta 

in caoeo of nspected w1ll1'ol eftoion of income toxoo, baYO 

boon tho conrtction of a long l1ot of r8Cketoera , wilD bad u.de 

tbemaelvea l eaders in mnny 'for10Ueo of cri•• · 

To go f rom crime to manutneturing nod conotruation----
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Jl).q)EJt11,1.1JI The l'rocure'"""t D1rta1on or the 'rroua.17 baa bG4 the r eopona1-

bU1ty of dea1gllint; aDd bu1141DC ell OoYei"'IMnt buUdint;a, 

inoludiDC peat off1cea, tbreu&bout the count17, Ia elao buy 

suppliee ond .ateriala tor other GoYornaent departments, fro• 

pnpor ol1po to tractors, And na to 11611Ufaoturtng, we do ooae 

of thnt t oo. The Bure&ll or EncraYing aDd l'rintiDB is • big 

induatrial plant, lt oceupioa two larca bul.ld1DC• in laahington, 

Ilea ao•a oix thousand aployaoa end aanu!ecturea all our pape.r 

chacl<a aDd other obligatlona and doCUMnta, Our llinta aDd 

auq off1ceo are alae aonutacturing plonto. They aooay cold 

and silver and cast it into bara and they cwmfacture coins. 

Tho 111nt Service also has custody of tho otock of monetary gold 

and o1lver, Thoro ia a special dopoe1tory for gold at 

Port Knox , and one for oilver at feat Point. 

K!U.!'IT: You noed, in ell this, both le&al and oconoaio advic-

lllRll:lfi'l!lU: Indeed "" do, '!'he General Coun•al of the Treasury, directLug 

le&al dirtaiono in all brN>Chea of tho Treasury, 1a one of the 

110at illportant law offioera of the OonrDIIent. le han three 

reeearch divisions, oM coneerned with reTenu.e ••t1•tes, general 

Treasury atatistics and econo11io re•oarch, another with tax 

roooarch and a third ttith .. notary 1nvoat1sat1ono. 

Tho United States Treasury--collector, bookl<ooper, pay.aoter.' 

banker, tl.naneier , builder, JUDU1'acturor, oeilor, pol1c1111&11 and 
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Ul of tbooe, llr. llellett , u4 _. Ull.Ac• "ban ut W 

u. .. to -t1o11o 

.IJ!l«)U'!ICERI ( CIDSIJIG JIIIOUIIC:DIIIft') 
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xa,. 23 , 1939 
12:00 IIOOD 

Zl S 

!l}!Jr: Hello. 

Operator: Go ehead. 

!!].!Jr: Hello . 
Sumner 
l!elles: Oood morning, Henry. 

!!!!Jr: Oood morning. 

V: How are you reeling' 

!ll{Jr: Oh, I' d llke to have my picture taken again. 

II: (LAughter) I' • aor r7 to bother you, but I have an 
invitation to extend to you which I hope you will 
accept . The Little Cabinet ie having ita first dinner 
or the season on the evening or May Jl, that ' s Vedneedey, 
and we would like to have you the gueat or honor and talk 
to ue orr the record. 

!iJ!Jr: Well , I don't know whether I ' m in any - - 1n the first 
place may I thank you, and secondly, I don't know, 
Sumner, whether you ought to have me there to talk. 

W: 

H!(Jr: 

\': 

HJ.!Jr: 

t : 

Jll.'Jr: 

I think it would be a very good plan 1r you did· 

I'm -- I ' m kind of low. 

\lell, that ' e nine days ott , and I think it would be very 
helpful 1! you would. I trust you will aay •yea•. 

\/ell , I - - I'll look a t t he tully calendar, see. 

.Ul right. 

I don't know what my wife has on - I aean, I'• not ue1ng 
t h1e as a . .. • • . 

I! : No , I know pe.rteotly. 

IIHJr: Let •e look up and •• • ... 

'.1: You bet. Send -- juet have somebody 1n your ottioe send 
around word, will yout 

ffi~r : I'll I ' ll have them check and call your secretary 
bock 1n five minutes. 

Regraded Unclassified



21S 

- 2-

v: !ballk JOU 80 nob. 

!ll!Jr: !bank JOU ftl7 •oh. 

v: An4 I hope nrr •oh JOU'll 4o u. 

ID!Jr: But - - God, don't. lmov What. I'll t.allr. about.. 

ll: Vell, I t.h1nlr. tbare' • a good deal that rou lllgbt. t.allr. 
about.. 

P.MJr: Vell, I won't be tunnr on the 'phone. All right, Sumner. 

w: All right , thanlr.a, Renrr. 

l!l!Jr: Tbanlr. you tor aalr.1.ng ••. 

v: 'nlanka. Good bre • 

• 
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ll!lJr: 

Operator: 

ll!lJr: 

o: 
F.I!Jr: 

0 : 

!!l'Jr: 

0 : 

0 : 

ill!Jr: 

0: 

Fl!Jr: 

0: 

!!!!Jr: 

0 : 

~:Jr: 

0: 

Hl!Jr: 

0: 

Hello . 

Ma:r 23, 1939 
12:07 p.m. 

OonRreeeman Doughten 11 on the tloor and Illes Doughten 
won°t be i .n the otti oe todey. 

Oh. tlell, would you leave word tha t I'd lllte to te.l.lt 
to him between two-fifteen and two-thirty it he'd call 

me. 

All right. 

It he'd call me between tvo-titteen and two-thirt y. 

All right. 

'thank you. 

Nov about ~.a:r 31. Jane t eays :rou have the White Hou .. 
press dance at nine o'ol.ook. 

1be White House what? 

Press dance. 

Vlell then, call up Mr. Sumne1• Welles ' otflce - - hU 
secretary, and say we're very sorry but we're goi ng to 
the White House on that night. 

All right. 

Wlll you' 

Yes, I v1ll. 

We 're going to the White House ••••••• 

Al.l right. 

, •.•• on that evening. And tell Min Wal• that Bo;rd 
trom nine-thirty to ten is all right, but I wonder 1! 
ve couldn't get Lang up there on-- I 'll talk to her 1n 
a coupl.e minutes myself , 

All right. 

Is abe 1n her ottice, or • •••• 

I ' m not sure. She spoke ot going t o lunch at twelve 
o ' olook. 

... 
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I!J(Jr: Vtll then let • Ullt to lwl' thU anenoon. 

01 All 1'18h'· - All 1'18b"· 
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May 23, 1939 
2: 22 p . m. 

.Z19 

!!!!Jr: Hello. 
Robert 
Doughten: Oh yea, Mr. Secret ary. 

I!~!Jr: Wall, I just wonder ed 1t you'd care to tell me if - ­
if t he situation ie clearing up any. 

D: Well , I think eo. I was goi ng to call l·lr. Hanes thie 
aft ernoon . I've been awful busy t h i s morni ng. I told 
him yesterday I'd call h1m. I may juet -- Just as well 
tell you •• . ..• 

II!!Jr: 

D: 

!l}!Jr: 

D: 

El!Jr: 

D: 

!G!Jr: 

D: 

!ll!Jr: 

D: 

Yeah. .. 
We had a ocnference among the Democratic =eobera ·o~ t he 
sub-comB1 ttee on Interne.l. Revenue taxation yest,erdv ·and 
we talked along about t he line tha t we were d1aeuas1.11g, 
you know, and it was the underetnnding something lik~ 
thU: That t he ChairiMII of the sub-committee would gilt 
the sub-committee t ogether. '-

Yeah . 

And t hey would make certain recommendations. I suppose 
he ' ll confer with you before he doeo that. And then when 
those recommendat ions ver a made t he full committee - ­
then that I , Chairman of the full committee, would call 
a hearing a t which you would be invi t ed to appear and 
make your statement, and we may get at it thi s week. We 
can't get up th1e -- amendments t o the Social Security 
Ac t -- I don't see any reason vhy ve couldn ' t go to work 
afte r t h1e week. I ' m puabing thea All I can. I Just -­
t her e's a limit to what I can get other aeabers of the 
cooaittee to do. · 

llell nov , I don't quite understand-- 'o'hat would the 
sub-committee do? 

What would the sub-committee do ' 

Yeah. 

liell, t he sub-committee -- I 1m a member of it. 

Yee . 
We agreed t o go along subatantially -- along the linea 
that is atart out along the l i nea t hat have been kind of 
reooDIIIle~ded by Senator Harrieon, and it vas understood 

.. 
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at leaet I had UD4eratood, Vh1le I didn' t eo exprua it 
-- and aend 1t back to rou. 

Yeah. 

I• that right' 

Well not - - here'• - - be ' • got a particular aet or re­
oommendationa. Mine are more general, a little b1t 
broader. You know vbat m1ne are. 

I ltnov What youra would be in general. , but I ., .,. 

And I don ' t -- I mean •• •••• 

Our understanding vae t hat we would be v11Ung to go 
al.ong and aend - - in a - - all in one b1ll. 

Yeah. 

Evenv1th t he corporations and extending the taxee tba~ 
expire the 30th or June and alec thoae expiring in 
January, with such changes in the preaent law and other 
than that aa we deemed adviaable, but to keep 1n mind 
all tbe time two tb1nga: That anr changes -- 1n anr 
ohangea made we must ra1ae aa much revenue !rom the 
corporations as the preaent law would rield. 

Yeah. 

And that ve muat not open up any loopholea. 

Yeah. 
Nov that • s about as tar a a ve vent. !low, I don' t believe 
ve•re going to haVe woh trouble going along. But or 
course •.. • • 

Well • .••.• 
• , , • •• • be tore they start ve 111 probably, as rou eaid lut 
night, bave to see the President, rou ltnov. 

Yeah, but I mean, it you people invite me to come up 
t here •• •• • 

Hov 1 a that' 
It you people 1nv1ta me to come up ther e, I take U you 
want to a

1 
-- hear Vhat I han to ear, and I -- u you 
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41d in :rour leUer. Row I - - the th1J18• tbat BeD&tor 
H&l"l'i aon atand tor -- I mean, and t he th1J188 \bat -
~o or three tb1qe 'bat I ' d lUte to auggeU are not 
exaoU:r the aue, but the:r•re not nr:r tar apart. 

Well, I don't want to atiok up exaotl:r What exaotl;r 
Vha t Harrison haa been reoouending nohow. I t looked 
too much like he'e leading t he tight. 

iil!Jr: Yeah. 

D: Leading the wa;r. 

EJI.Jr: And vhat ve're doing down h ere ie -- 1& m:r vorlt and the 
vorlt that we'Ye done eYer ainoe I 1 Te been here, and I 
want t o g1 Te ;rou the benefit •• ••• 

D: Well, I thank you and I appreciate that. 

HMJr : But 1t will not be Juet the aame aa what Senator 

D: 

Hl!Jr: 

D: 

iil<Jr: 

D: 

EJI.Jr: 

D: 

Hl!Jr: 

D: 

lll·!Jr: 

Harrison .. .... . 

Well, I'm glad ot that . I hope it won't be. 

And •• . • . 

It 1t d1d, we -- we'd want to make some changes oureelne 
I know. 

Yeah. So what I'll do 1e I'll aend tor Hanes and tell 
him tha t I tallted to :rou and t hat -- Juat Vbat you told 
me. 'l'bat ;rou•re goiq t o han a meeting ot the aub­
oomaittee and that the eub-oonaittee v1l~ re~ommend to 
th e ooanUee ae a 'Whole t hat t he:r 1nrtte me to come 
up . Ien 1 t that the idea1 

That•• the idea. 

Vbatt 

That'• -- that ' s the way I understand-- the tu1l 
oou1 ttee. 

'l'he tull oomm1 ttee1 

Yea. 

And you think there' a eome chance ot -- u;rbe of your 
gett1q around to 1 t t hU veeltt 
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D: 

!O!Jr: 

D: 

El!Jr: 

D: 

Jl!!Jr: 

D: 

- ~-

I hope ao. I don• t eee Vb:r wa ebouldn ' t r~gbt now. 

Beoauee • . • •• . 

I'll talk to Jerr:r and Bill about i t thia after noon. 
There '• Jus t eo much I oan hurr :r blm, JOU know. 

t/ell, ne xt week - - :rou eee, the beginni ng ot the week 
is Decor ati on Da;r. 

Yeah; well, we might -- ve might have something else we'll 
have to take up the fir st of the week, but I thought I 
might etart on 1 t tble week. 

Well, what -- our t hought vaa, and th1a 1a Just for :rou, 
:rou eee -- if you would letme Jtnov and sa:r, 1 Now look 
here, Morgenthau, ve•re going to bear :rou on aueb and 
such a dey. • You seet 

Yea . 

And Just g1va me a little notice, then I'd want •••• • • 
I'll give you a l l the notice I can. 

W.Jr: I mean - - but give it to me priva tely. 

D: Yellh, I understand. 

HMJr: Then I'd walk acrose the street and aee the President 
alone. 

D: .Ul right. 

l-Y.Jr: And have a heart to heart tallt vi tb b1Jo, 

D: .Ul right. 

~~Jr: 

D: 

!!!lJrt 

But if you would sa:r me to, "Nov, on such a day you - ­
I 'm telli ng 1ou unofficially tha t you're going to be 
invited• •• ••• 

Yeah. 
Then I ' d walk acr oss the et reet and say that Bob Doughten 
called me up and here' s my statement , V~ . President. 
Now thU 1e what I'm going to say, and then be and I 
would have i t out . You aeet 

Will you be in your office later this afternoont 
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Yeah, boW lab' 

Anytime along two or three hour a, 

A.b •• 0 ••• 

I ' ve got tb.U bo nd bi ll oo~ing up right nov . I t ' a on 
the tloor - - i t ' a on t he tloor eo I ' l l have to go back. 

Well , Vb en you're ready , ouppoa1ng you gl. ve me a r1ng. 

I ' ll c al l you a gain. 

'•'hanlt you . 

All right , thank you. 

• 
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TO 

• 

TREASURY DEPARTMENT 

INTER OFI'lCE COMMUNICATION 

s..cret&17 lorrentbaa 

! . B. Fole7, Jr. 

Ret Chip« Cbup Bt• 

DATC lAY t a,. 

1 . Walter Do7le, the Collector ot Cua tou at Honolulu, Ba...U, 

wrote you SUjlge•ti"' that 70U contact the Attorney O.neral to aecure tha 

t ...... rer ot CbiJI& ChliD a.., a CODYictod opi• sauccler, rrca tha pni­

teAtlarr at Oahu to a Federal peitontia>71D the United Stotos. Yon 

u kod •• to wri to to Judea Ia torn· who sentenced Chl"' Ch1.111 a.. o\J1d 

aoeerte111 hla new a aa to Do7l• • s auueation and alao to t1Dd out bow 

serioua an otfendor CbiJI& Cb.UD Bee .-.l.l1 wu. I ban written to .Judie 

Neteror end I aa a t tochl"', tor your denature, a auu .. ted l atter to 

Doyle. 

Tba atory or CbiJI& Cbll!l Bee 11 aa t olloweo 

225 

I llforMtion bad been recei nd to tba eff ect tbat t he SS. PllESIDBII! 

llADISOI, enrouto to SaD Pranciaco !rca tlw Orient, end clue to a.rrin i n 

lloDo1ulu OD .t.uguat )0, 1928, •s alle&ed to lwn a larce ahl-nt of opi\a 

on board ODd an atte;apt would be ucle to liDlade tlw opiua 1D llonololu, 

.t.etl ng 011 this illtor.ation, a cuatou otricer, on .t.uguat 31, 1938, stopped 

a ~.rack belo"'1D& to IU LtwG W CO., end ordered tba contonto ot thlo 

truck, COIIIleU.., ot tweln cuoo ot a ahl!*'nt ot a1Jcti1- t1 ... caa01 con­

ai&nod to tho a boTe-aentioMd t1no token to tbe cuatou appralaaro wartboual 

tor inspection. Upo11 ~ tbaaa caaea 1 t waa cllscloaed tbet e&cb oon­

t.alned OliOkin& opi... Upon !1Dcll"i tbe opi• , tbe collector ot ouatou 

ordered the entire ohl-nt to be sent to the appralaero ....,.bowl• tor 

lnopection, Duri"' thll 1upect1on, 110ro caaoo in the ohlpoont woro foUDd 

te oont&in op1•. Tba truck dri ... r, 1011110 8.t.RIC UU, end the froi&bt obaokor 

oc tbo pier, lli.VID 1. lllAPlLI, were arroated. Iba otricaro tbaD procudocl 

to tbo Yeo Lu.., Tal. Co. , which is a Chlneae aercba.ndiae otore, end ploDed 

under arrest CHI• o 111!, the _,or, end CI!II Sl!IU, tha bookkeeper. Illtora­

Uoc bad been recelftd that ChiD Sbeu's !ather, CIIIJ lll'l, bod bean reai cli"' 

lo llacao t or tba put two and one-belt ye&.ro end that be waa the acent 1D 

China for a 1111111ber or Honolulu opl\a dealero, .a.ld.JI& &11 arrange:aonta tor 

l bij:llellta ot opiua t roa Chlu to llonolulu, 1fbon questioned, Chill Bee and 

Cbln Sbeu clenlecl uq mowleclp reprding t hla ahl!*"'t, a taU.., tba7 bad 

bOt ordered tha ahl!*"'t, bllt adaitted tha7 bod paid tha treicbt end dut:f 

on aaao . The total uo1111t ot eaoll::l.n& opiua toUDcl in t hla ohl!*"'t wu 

3, ))8 ti ..... taal tlDI. 

On Septeabar 24, 1928, two incllctaento were retnrned, one cla.rg1Jic 

• .. 
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In Juno, 1930, a new illdictooent wu returned cbar&inc CIIII Q CD liD, 

LAD LEE, !I)IG CHOir oDd CHII IIlii', 111tb 'fioloUon ot t11e IIOl'ccUc Dn1aa 

I11p0rt &Del Export Act oDd S.ctica )7 or t11e Cl'iaaal Code. !Ida 1Ddict­

aeot oleo obarged CIIIIG HD!, JOUIG II4BI UlJ aDd DAVID I. lll&PILI 111tb tba 

..,.rtoloUon. Obit> Bow, rather or Cb1t> Blwu (d•-•ed) TolllDtarilT 

caa to llollolulu trca •cao oDd entared a plea or tuUt7 to tbia 1Ddi-t . 

!lone Cbow also pleaded pil t7, &Dd be ODd Cbin Bow took tbe at&Dd &Del 

t.tailliod tor tlw Oonroaent. Their ta&tillOD7 iaplicated Lau Lao ODd 

CbiD, Cbwo Bee. 

OD No•••ber 1.4, 19)0, Jlldce I. 1 ...... , oentanced CbiD& ChilD Bee to 

ieprl.aODMnt tor taelft 7ear1 ODd tined ba $15,000.00, aDd o11dlar plllliab­

.... t •• •ted out to Lau Lee. Tba otber de!eDdallta reoe1Yed ••ller 

aentoncea. The oonrtcted defolld&Dtlo appealed rr- the judpent or conrto­

Uon aDd the Court ot Appeals tor the llinth Circuit, 011 October 16, 19)), 

renrsecl t11e dociaioD of tile Dia trict Court becauao that oourt had -itted 

error in chargl.n& tile JU%'7 aa it did. The retrial ot tbia oaao wu c..,._ 
Ut>uod troa tiM to ti .. ODd Oil Dacellber 20, 19)5, ClriAC ChilD Reo and aoae 

ot the otbar dofeDdallta &Dtered a plea of tuUt7 to t1le lncllctMnt &Del 

lllatrict l...Sp B. c. llllber placed t11e dotelld&Dta "" probetioa. 

X.. AllC\lOt, 19)8, Chill& Cb1.11 Bee ..-lee ted wl tb a narcotic otflcu 

in llonolulu aDd told t11e ottlcer ba • !abed to comer tha opl.,. art.t 1D 

Honolulu aDd it t11e o!tlcer were 111Wq to Uta -H"I opl.,. ott oertalD 

boate toucb!Dg at llollolulu, ba would JlOJ' ~>a. no. otticer, attar notif71nc 

hi a auperior otti .. re or tbia propoa1 tica, pretended to acree to ualat 

CbiD& Cb1111 !lee 1D a.uollDc nolrlDC opl• 1Dto llollolulu. O...r a period or 

aootha, tba ottioer conferred with 0111111 Ch1111 Bee, &Del dllriDC tllet tiM 

reeo!Tod auaa ot _.7 u bribee. Chill& Cb• Bee tiJlall7 aoillied t11e 

oftleor tbet tba 88. IIIPIII:SS OF I»JJI wa du.e 1D llollolulu ca Dooeaber 15, 

1938, and there would be OD board •11bt7 r iTe-tool u ... or pold"C op1•. 

lie told tba otticer wllere t11e nolr1DC opi• would be OODceoled on t11e 

YOaael &Dd t...t.ructed tbe ottioer u to tbe .. tbod or •mladiDC tbe opi .. 

and briDCiD& 1 t to bia, CbiDC ChWl s.. '•• -· Otller Federal ontorceM~~t 
otttcora w1 tn.aeed tbia narcotic otticer D&lte tour tripe to &Dd trca tbe 

YUaol aDd .,. .. cb oocaa10D tbe ottlcer obta.iMd twent7 tiDe of pold " ' 

opl,., Attar all or the not1oc op1• lad ~ ta.t.. to CbiDC CboD Bee'• 
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~. tbo orticero arreat.-.1 b1Jo aD4 aaiud tJ>. opi•. 

~ to tbia laot.-MnUo~~ed 'fiolat1011, CbiDC Ch\111 11M • • 1.aten ~tore 

tbo court tor rno011U.., ot ~ pro~tiOD 1apoaed em Deonaber 20, 1935, 

aDd atter ba'filll l>Hn &i ... n a ~rin&. llldae lo...ab let.rer re~ted u,. 

probation heretotoro granted to CbiDC Cblul Ree aad ... Deceeber 28, 1938, 

tbo Judge eentenced b1a to illp!'ia-t in tJ>. Oabu Priaon tor a te:no ot 

....., ;rearo aad tined b1Jo tl,soo.oo .., U. tiret coat ot u. indict.ent 

which bad beretofore bHn return.cl apinat b1Jo in 1930. Be &lao oentenced 

hi• to iiiJ)rloonoent for ti..., ;raero on tJ>. aeconcl ownt but euapencled exec:u­

Uon or tho !iva ;rear sentence and placed b1a on probation tor fiye ;roere, 

tbo proboUODal'T period to be&in llpOII bia rel ... o rz- coon-t UDder 

count. o11e. 

For eauulina the eigh~Una of e110ld.nc opi• into Honolulu on Decoaher 

lS, 1938, Chinll Cb\111 H" aD4 a n~aber ot other Cbineee wore iDclicted ca 

Doceatber 22 , 1938. Tbia iDclictloent contained t<Nr counte , the tiret c~~Lrs­

inc rtolation of Section 37 ot the Crilll.nal Code (conapiroc;r), the eeconcl 

and third c11Lrs1na rtolation ot t.~ larooUc Dnop I10p0rt. eDcl Export. Act., 

aocl t.he fourth cbar&1nc rtolatioc ot U. Berriaoc larooUc Law. To t.bia 

in41ctatent China CbWl Bee entered a plee ot not gu11t:f on Deceaber 28, 19)8, 

but chenged this plea to one of ~ c011tenclere on Januar;r 11, 1939. On 

1ao11017 16, 19.39, he ' '"" aent.nced to iapriaoruoent tor too 7eai'11 on co\IDt 

one, seven ;rears on coiiDt too, ee...,n ;rearo on COUDt throe and three :rearo 

on count tour, these sentences to run conourrent17. He was &leo tined 

$1,000.00 on co<et too. The court. ordered the prieon eonteneea 011 thoeo 

t our count. to -nee at tbe expirotiOD ot ~ oentenoe iapoaed on the 

tint count of tJ>. 1930 iDclictooent, but provided thot encuUon of tbo1e 

eeotencee be euapendad it CbiDC Cbun Roe U deported, In the e...,nt be 

1bould return to tbo Oni ted Stat. a after deportltion or in the event be 1o 

not deported , tbe court ordered tbet tbe aentencea UDder the 1938 iDclict.ent 

be IIM'tcl , 

On lanuar;r 24, 1939, U. tact of Cbing Cbwt Bee'• conrtction na called 

to the a tt.nUon of the Departaent ot Labor tor aq action it lll.cht tab 

looldng towards deportation or t bia indirtdual. 

lban I ba..., ~ t roa ludge llet.rer I aball brlDC the -ttar apia 

to rour attention, 

(;.; .~/ 

.. 
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PAR!IAL PAIW'!IRAU OJ' TILKOIWl RIOIIVm 

~ 
--f{\ \ 

~' ~ 

American Legation, ll.anagua 

lla.y 23 , 11 a.m., 1939 

48 r 
Announcement of the loan is treated by the preaa aa 

fully aaUafaotory to Nicaragua; the preaa points out that 

it guarantees oanalization of tho 8&n Juan conatruction 

of a road. parallel to it and denlopment of the co\Dltry'e 

economy . The press has not hinted of reatriotions on the 

amount immediately available nor aa to ita allotment. 

Aa indicated in the following telegram from the ll.1niater 

for Foreign Affaire to the ll.iniater of Finanoe at ll.anagua, 

the main source of information thus far, a general feel­

ing prevaila that this amount will be followed by fUrther 

fUnd& : 

"Today at noon in the White Bouse the arrangements 

destined to establish a oloae cooperation between Nicaragua 

and the United States for the common benefit of both coun­

t ries were aigned by President Roosevelt and President 

Somoza. (Here follow list of those preaent). 

"The arrangements ensure the cooperation of the United 

Sta tes in the canalizat ion of the San Juan River for shipa 

of averae:e draft and the oonatruot1on of a highway parallel 

to t h& same. The ored1 t of the export banlc would be A half 
million 
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=illion dollar• f or the B&noo Baolon&l de • ioaragua With 

the purpose of cont r i buting, for the present , t o t he 

stabili zation of t he cordoba. 

229 

Economic cooperat ion in the development of the coun­

try ensures, as a beginning, a credit of two =1111on 

dollars for the first plan of two years work in the con­

struction of highways and other publ ic works. Cooperation 

can oont 1nue 1lm!ed1ately after the suooeas which 1a expected 

1n this first stage . The plan contemplates other important 

a.speota of cooperation which Will be known when the letters 

exchanged between Presidents Roosevelt and Bomoza are pub­

lished. The success obtained by the action of President 

Somoza ensures the future of Nicaragua through a just con­

s ideration of the common intereets of both countries and 

ample and friendly cooper a t1on. Signed Cordero Ray es . 1 

EA:DJW 

.. 
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TREASURY DEPARTM ENT 

INTE R OFI'ICE COMMUN ICATION 

DATK 

.... o•eo....u 

11Ulln J. alt., lllporiat.dat o~ llaab, It&t&~ 1 .. Yort, 

t.stil'i..t ~ bet(lre ~ t~ laU .-1. lo•-.dc c-itt.e 

rwUn to tho sa--t l ew York l epl reetriou .... oa iDftetact. 

ot truat oc.peaiN 8114 •Yi.D&• beab. lo IIUCC .. w tho al:t1Mb1lit7 

ot broed••• t11a "lepl U..t• eo .. to p.nd.t 8lllcll tuUwu .... 
to J.Dnat 1a iadu1rial ~u .. ~ prona ...uu. lo .. o~ 

t.bo op1a1CII tllet - _., llbooWl bo ~00114 ~ad~ d.epoeitore 

1114 bceticieri .. ot tnet .tmu1a *Uo at ~ - t1ae llroe40D1Jic 

t.bo field. ot aecnari u.. 1a 'llbicll tho reepecU n cuws • • ot tho 
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• 
t'cloU ldcllt s. .... t . Ia owo-1 p.nd.t\iac aftlop boaU to s. .... t 
1D- atook, Mt ~eli tllet ~ ~ tnet... 1a tll1a NCard.ldcllt 

bo • ......,. .. llroe4.... n. t.at.iaoll7 .. aot parUCIIIlerlT U11W1••uac 

Alld ~ollow4 c-onU7 tho patten ~ r-t. locbleUn propoeele 1a 

In Yort • 

.l, .& . lerle til• t..Utie4 at. loect.ll 1a r elaUoa to t.lla tunct.iolliDs 

ot our banlcl ne ~tee, 8114 IIUCCNt-' CGI1aid.ara t.1011 ot •.& Buld.Jic S)'atee 

tor Capital 8114 C.pit.al Orad.J.t •. Without ai'-J>t.iac to llkatoll ll1a pro­

pOW 1D ~ Mt t.llo bru' st. OllUS..., ... J•la 12r1-' t.ba · ­

tor ha'r.!ne tile baD operat a oa a aerrlca baeiaJ tllet 1a oa t.bo }luis 

ot aaH.nc oraUt aftilablo ~or ta.. ..... u. ~ .-lt.ll at .,...t.nr rat.. 

ot 1Dt.r..t are ...... t.o perm\ i ta na.o1ac. • ~aels that tJ>o 

t.baory tllat a 'banli: ...t Mlta a profit haa .o.....S ta ba ftlld, ucapt 

1D a l1a1W ..... 8114 tllet .. a ••nlln•• ~or -u.c .,.......07 

(t.hrwcJ> orad.it.) U alloa1.4 tlaoUoa ~with that in .1Jid. !IW, 

ot coaraa, ..:1.4- naillla 1at.reet rat.., wit.ll o.l7 __.,., 

rat.a t•...,. pallllo proJaoie .. ~tala. 

11a apac1tie _ .... Uoaa t.o t.llo ca.it.t.a ..... that it abOI&ld 

Jll'<aPtlT do *- tiJolat 
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(1) ••• • r-ce at • ldll -uac • l'llbllo ...... n...o. 
Corpei&'&U•, toe t1aaoe ..U~ hlllio 11w1a1 Jc..aiu ot tile 
r..s.u Oovw t wt, •~ -e1fys\ta clfta to _.cnM·1 e1e1'v prt­
.u .... to ~cipal 11114 1.-1 w.ita. 

(2) ••• • ........ at. ldll toe,...... ~ toe -u lnWA-· !Ida ba _,,_ • "'• ... te lleltl pot -u Ws!a-
... a JIU' wi~ l..llri• _,....u.. 1a llnUc - toe tM •pUal artatoe 
poD41Jic tile ..-lte ot tile.. I ·-· 'el tM ~- oooU1M1 , .. ~. 

(3) Appolat • .... ' ·- to n.dT 11114 repori to tile .an 
eoopo..e • bUl ~ t ar aapitol enflt MDI<a ~Doe• w"••• 
1t -u be to pl'O'd.4e aapital tw -~ tllet ,..., 1t, ..._ tiler,.., u . a.cb ored1t to be .,..,.,. t ar pobl1o 11114 pr1 ... to 
ctorpr1M, tollft11!1 tile pla c•atallr O!lU!a.S 1e h1o pnpu'ed 
otat.et. 
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TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATION 

Secretal7 Jlorcentbau 

E. H. FoleJ, Jr. 

For xour iatoJMtiOI 

OAT& 

llaT 23, 1939 

' 

The leeial.aUoo to reaoTO the parUUoo oa the a.oW~t or boDda 

tbat 1111¥ be 1 .. ue4 ntbin t!le $4s,ooo,ooo,ooo lia1t eet 117 t.be s.CODd 

LibtrtT Boa4 .t.ct will be tab~> up on the tloor or t.be Houao t.odaT 

llllder a special rule lla1tilli the dobete to ono bour. It io DOt ODti­

clpatod tbat tbero will be ODJ dUricultT iD aecuriq the puaac• o! 

thla bill. 
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TREASURY DEPARTMENT 

INTO Ol"''lCa COIIMUNCATION 

.. 

'""" 
1. B. folr,r, lr. 

lor DW iatcywtiw 

lr. Oibbou lou J•t. noeind a te1epu ~ ec.c..- 1. 

Pamoll .,._. n<~••t.ial the .,........... of laroU Orafte Mton Ida 

u a s~ttoe of the 11oue Cl&1.M c-tt- ill -uoa wt~ 
\JIIo 8otol •Uar oa ~. *T 2' a\ l o •oloat. 

I 1111.,. DOUtieol luol4 Qra.,.a u4 ar. Iloilo~, ae4- 110 

roaaoa 11117 llr. Ora.,.• abo\WI. 110t. appoer u4 tol.lolr ~ - ........,. lloo 

puraueol at tbll oerller llooariq. 
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TREASURY DEPARTMENT 

INTER OI'I'ICE COMMUNICAT10 N 

O..T• -·~-
TO Socretarr Jlorcontbau 

llr. Folq 

The S\lpreM Court on lloa!q decided tbat the Gold Clause 
P.oaolution or June 5, 1933, it appllceblt to 0 1111ltiple CUI'ftnq0 

bond• usuecl b.!' Aaericen corpon.tiono. Tbe Goorer ... nt bad filed 
e brief urai.llc tho appllcabilli;J' of the !Woolution to the bonda 
in question. 

Tho ajorila' opinions 1nre nitton b.!' Black and concurred 
i n by Roberto, l'ranltturter, Reed and Douclu. Stone wrote a 
dio10nt ahicb waa concurred 1n by !lucbeo, lc:Rqnoldo and Butler. 

f#·~J· 
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TREASURY DEPARTMENT 

INTER OFP'ICE COMMUNICATION 

llq :u, 1939 

,..M E. B. rolq, Jr. 

for yow illtoJMt.loa 

Tbo 110Uoo to clilllllaa U. a cUooa llrou&bt b)' t11oo Blmlt ot Spa1ll 

qaiUt tbe , ... .,u lleoern B1m1t ot lew tori< aDd tM 8uper1At.eadeDt ot 
i h .. \'l'\ 

tile uoq Ottico wUl be arcWICl OD hidq ot thia WMii a tile Fodenl. 

Dietrlct Coart 1A lew Jorlt. lieiU'7 L. SUaaoo w1ll proaut tbe "'*-

235 

"" IIebelt ot tbe Podoftl Reaene Blmlt ot lew lorlt aDd aleo tile GoTeruaa.t. 

Be will be uaiatod b)' PaW. CUpboll ot the Dopartunt ot JueUce. 

llr. Btmetein will co to Row Iorlt 011 Thundq to oi t 111 011 tbe tiDal 

prepan.Uo111 aDd wUl alao be 1A Court oo Fridq to Chi SUaaon ellCh 

aaaiatuco u be -.r dea1ro. 

SUaaon' 1 ott1oa bel inquirod u to tM atatwl ot arq noaoU&UoDI 

botaHa. th1a Gon.,....t u.s Spain tor tbe 11ttl-t ot tbo •Uri •ttar. 

It would be bolplul 1t llr. Bemata1D oonld beft tbe -t recent Wo ... Uta 

•• to tbe atat,. ot tbo eetu-at - be coo• to lew Jort on !lulrldq. 

(;.;. :f/ 
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ot t ho booiM. .U~ U\le \e the ,.,,. .., u 1a \be 0 eel* 

ot ro..,.,.lftllia, the oii1JceU.... u •-- ,........t..o4 t.,. tbe 

c:-.-lu.. 

Cca-w tor tile -•tneU• ot ..q u portU. ot .._ ~ 

ha~u be• let ...S U.e pnJen .... .1- ......., .. U.o eoutnootU. eu,u. 

!bare i t DO u--• a t We U... tlat U.e 1'004 will be ooeple-

or,1t 1\ 1u, \llat tbe tolle rill be ~w to rrt1re \lie ~ ... 

elide U..ee .ue--1t-~ that teo e bolide tOft • 

.. tb ... 1 ... llut ~ eelt-li4u1ti&U.. project .,.. up .. &ltUft 

111 cbaraet.w, ud eo do not _, tbe t.Mt e ot Ule x.u ... l llaak Act • 

&nil 1M a--u..r•u ~' lepleUou. !hle 1t tile opia.leo 

,_rull7 _... 1D ...epoul~ t1MM1ul ~·· 

• -*' ot tbo ,_.,.l .. ...u !llnopib a..-- ) 3/IS '-de 

tt 11a ... .._ ee14 bltft _., • ROb pooblie 111ftribi&Ueo u -.14 lrU. 

tlteo wUiwe 11M -t ot ..U\ebUlq.. ,..,... 1t • acti•o ...,.bl. 1e 

tho ~ _. - \eU.U U'O ,.......,, -1•1 1e obaraet&r. Iww ceo 

•ae1 lH ...S o ther lut1t1at10Ml 1Dftotore ..,. eot pul'cho.UC tbeo. 

..,.._ n-1&1 •tlloriUH, 1eol.ud.1el otf'loi&le of tile h6a'al 

to- 1ut o6 ._tort<, 4o ..,, ,.....-4 tlteu ee badfll ..... -IIU1tJ. 

111411 ... IlK -••t1 ~u .. ....., ue ~ llbould 1eftet "ou..r 

_,le ' e _. 1L -a.,.~ 1e U.. ri* •\efoJ7. 

IMUoa 5lJ6 ot tho le91ae4 ... -.. pr..ueu U.ut t Oft 

-lU.e to 1M •lieS~ tor ,...-.. "r MUOMl .._.. ~"1 _,_, 
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'!'!~USURY DIP AR'l'MENT 

Ooaptroller or t he Currenoy 

Vaah1ngt on 

May 22, 1939 

Re: Pennaylnnia !urnpike Rnenue 3 3/~ Bonde 

243 

This memoranduo i e ln responae t o your reques t tor a etate­

or the position or the Comptroller or the Ourrenoy aa to the 

billty, tor inolualon in t he i nvestment portrolioa or national 

, ot: Pennsylvania Turnpike Revenue 3 3/~ bonds. 

As you knov, under t he National Bank Aot and the r egulation• 

Issued under it, investments t o be eligible tor purchase by national 

must be marketable and must not be predominant ly apeoulative. 

It la eat1ma ted t hat the total eonatruotlon ooat or the 

sylvania Turnpike will be approximately $5S,JOO, OOO. or t hla 

a.aount the Reeonatruct1on Finanoe Corporation 1e committed to pur-­

chase approximatel y $35, 000, 000 or the bonds at a prioe to return to 

the Turnpi ke Authority approximately $32, 000 , 000. Publie Works Adm1n­

htrst1on is co~tted tomake a grant or not t o exceed $26, 000, 000. 

ApproXimat ely $lo, ooo, ooo or t he bonda or the $35,000,000 commi tment 

have been purchased and reaold by t he Reconatruot1on Finanoe Corpora­

tion to an underwriting group. fbe balanoe or t he ieaue hie not yet 

been taken up by t he Reconstruction Finanoe Corporation. Public Yorke 

Adm1n1atrat1on haa paid none or t he grant. fbe eole aeeur1ty behind 

the bonde 1e the tolle to be paid by the uaera or t he road. There U 
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to taxing power or to other sources ot rennue tor the retir-t 

o! the bonds. Although title to t he properey is 1n the eo-mwealth 

o! pennsylvania, the obl1aat1ona in no n:r are sus.ranteed b7 the 

eo_,nwealth. 

Contracts tor the construction ot only a portion ot the ''"'"''otlral 

have been let and the proJect hea Just reached the construction 

There is no assurance 

or, i! it i s , ·that the tolls wUl be adequate t o retire the lD•IIeiDtltG• 

ness. Onder these c 1rouastancea it seems clear that revenue bond a 

! or an authorized but unco~~pleted aelt-11Quidat1r.g proJect are 

speculative in character, and ao do not .. et the testa ot the 

National Bank Act and the Co~~ptroller ' a IDvest-tt Regul.ation. 

This is the opinion generally shared in respons i ,le t1nano1al 

quarters . 

So -ch ot the Pemllylvania Turnpike Revenue .3 .3/.1$ bcmda 

as have been sold baYe had no such public distribution •• would 

bring tliea within the t est ot aarll:etabUiey. 'l'here is no active 

1141'11:et in the bonds and quotatl ons are ao•wnat no•inal in character 

Insurance co~~p&.niea and other institutional inYJstora are not 

pnrchasin& them. Coapetent financial authorities, 1nclud1nl 

officials ot the Pederal ResarTe Bank or Hew York, do not recard 

them as hning -rketab1lity. 'l'bey a.re not s easoned ucuritiea 

such as banks shou~d inYest • other people's aoney• 1n. 'l'b~ belonc 

1n the risk catesory. 

Seet1011 51.36 ot the ReYiaed statutu proTLdu that tor 

seouritiea to be el1&ible tor purchase by nati?nal benlta thtiJ 

auat baa 
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(l) II&J.'ketable; 

(2) bo~da, notee and/or deYenturee oommonlJ 
known •• 1nYe&tlllent eeour1t1ee; 

(:1) within the regulatione preeor1bed bJ 
t he ooaptroller or the CurrenoJ. 
Under th1e prov1eion or the law the 
regulatione or tb1e ottioe preeor1be 
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that the eeourit1ee wb1oh are R£t­
epeoulat1 Ye are not eligible 

:rcJiiii:.,e by na t1onal banta. 

Beoaueo theee bonde tall to mee t the legal req.Ure­

.. nt ae to ad11quate 1114l'ketab1l1 t y , and beoauee the)' are 

epeoulat iYe in character, it 1a the conclusion or the 

Oo111ptroller or t he Currency that they should r.ot be 

eligible tor investment pur ohaae by national banks. 

(Signed) Pree ton Delano 
Preeton Delano 

Comptroller of the Currency 
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TREASURY DEPARTMENT 

INTER OFP'ICE COMMUNICATION 

DATE llay 241 19)9 

TO ~\r. White 

.-RoM Wr. Oaee 

1\>hjec t : !Jr. Uward St.ttin1ua1 Teetiltony before t.M l'ecporery 
National. Economic COillllittee on Sources ot Funds and 
ExpanSion 1n the Steel Induetry 

Se-ureea ot tun:.tea 

!Jr. Edward Stettiniua, Cbai.ntan ot t.he Board or the United sta't..e 
Heel Corporation I teetitiad on the capital financing or Me Cooop&rO' 

Oft impi"Oncl tfcl\nOlOQ in tbe Steel induatry I W On the pl"OiptiCtO f~r 
the exp&noion or investment 1n ot.el. Hie t .. timorv ~ be -d up 
in the re~ liMeh be gave to a single queotiont 

Wr . Henderson• "Aa tar as • • • your corporation ia concerned, 
the prospacta for ind1Yidual aavingo being 
canalized into your operations ia very , verr 
low?• 

!Jr. Stettiniuat "Yea.• 

Ke preHnted evtdenee shewing that, over the whole period 1921-1938, 
t.he net now or !Undo to tl1o United States Steel Corporation ! rca oe~ 
Hieo notations ..ae nagat.he. '1'be corporation issued t 240, CYO,OOO ot 
c"""on stock, but it repaid $JJJ,OOO,OOO worth of bonds . Ita nat acqni­
aition ot .tunda trca 110curity !lotetiana wae tberetore nagatiw to tb8 

extent of m ,ooo,ooo. 
I ta principal internal sou.rcea of tunda ware $9)8,000,000 trC81 

depreciation allowances and $192,000, 000 !rca retaiMd profits. Otber 
dnor internal iteno add up to over two hundred a1111on dollars. Oftr 
t he whole period 

1 
the internal sourceo ot tun<! a were quite ad&<~W!ta to 

~••t the replae.,enta and expansion wbich the corporation wished to dke . 
~ .. capital needs did not keep i t from dist ributing $910, 000, 000 in 

dividends . 

Only once did the corporation feel any real call to turn to outeide 
aourcea tor tunda. In the rear 1935 it ..,.t>t.rked on a modernisation cam­
pai,'!ll wbicb imolnd capital expenditure& in oxceaa or $300 111111011 ,...,. 
a tour y .. r period . Tb1o was tbe greatest concentrated invea-nt progrut 
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wbich the corporation baa Ulldertalcen in the poet-war :yeere. ateilleoe 
bavinll failed to •t.rial1 .. 011 the level a~oted, 1 xcept durin« the 
earl:f part ot 1937, the corporatioo fou:od iteelt at the ond of 1937 
nth a coneidlrable part ot ita modemitation program unc0111plated ~ 
rel.ati'V'IIl:f ohort of caeb. 'lberetora , on February 1 , 1938, the corpor­
ati on borrowed $50,000,000 tr0111 a group of banl<o. I t aleo diepooed of 
$50,000,000 wortb of go ... rm.nt ond other bonda . Fil>all.J on June 1 
1'138, it ieeued about $100,000,000 ot 3t paroant dehentur:o. ' 

' "ide trco thia one ~riama in 1938, the united Stat.o St.al 
Corooratioo bao nlftr in the poot.-war period needed to call upon ~ 
oide aourcac to r1nanca replaceunta or expansion. llr . StattiniUI wu 
quite •pbatic in hie auuranea that ouch a need wu not 11lcal:f to re­
cur. He expreoaed tbe belie! tbat t .ia GWD ~ n"" baa eurt1cient 
oooderniaed cepacit7 to meat azrr foreeeeable dc.and. 

"'he etael induotrx and the United Statao steel eorporaticnt 

In the course ot his teatiaoQ7, llr. Statt1n1ua aave certain 
intorcoti ng bite ot information about tho ataal induet,- and eapoeiall:f 
about Ilia """ cocp&DY. He 111dicated, !or inotanca, that his mdomi<ed 
pl.ante involve greater tilCIId capital coete per unit of capacity t han 4id 
the old cneo. They are more econanical becauoe they permit about 25 par-

cent 101flr labor coate. 

He testified that reYolutionary oi\IJ\881 have boen tald.ng place in 
eteel technolog)". Staal pipe baa bean eo iaprooed that it 11 pooeiblo 
now to carr,- oU c1r11l1l1g to a depth ot 151000 !oat inataad of 5,000 teet, 
.mich qe tbe •x•m• ronnerl:f. 'l'1n plat. !or pr .. enina !code llu 
boen s reatly iaproYed. Cold rolled aheata h 'VI r.ade poaa1ble boeic 
WprOYall4lllta in aute&obil.e bodies. Alloy and atainle•• ataela are ao­
quiriaB a wide -rlety of usee. st.roctural steele are boi"« uoed in 
pre-fabricated bouains• Reaearcb 1a ccnotantl:f lapro'Ving the quality 

or et.el products. 

1ba Unit.d States Steel Corporation, nth i t a lJ.D oubeidieriee, 
11111ku alJioat all kinde or !!tael products. Durlnc 19)7 ue empl07M• 
averaged 261 000 and ita pqroll for that year wao $442,000,000. Tbie 
giant co11~ io not tb1nk1ng ot undortakinS aey .. a jor inYIObltanto in 

the near Mure. 

ttr. Stattin1WI made no roc...,..nd• tionl en ceneral toeueo of policy. 

t 
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TREASURY DEPARTMENT 

INTE'R OFl'ICE' COMMUNICATION 

OAT& 

10 Soorot&lY Morgentbau 

,.0,. E. H. Foley, l r . 

tor xour iuf'omatiop 

lle1 Gold lled&l Far114 . IDg . 

lben Jlr, Sexauer Of tho Ddz7Mn18 Leap WU in to aoe JOU l.aat 
Soturdll1

1 
you asked • to look iDto tho proceed.1.Dc wbl.ch tl>o Federal Trade 

eo.is olon bu brouaht qainat the Gold lloclal ruu, I nc. PurolBllt to 
your auggoeUon, I talepbonocl 11illlaa T. (ollq, Cbio! Counael tor the 
Federal Trodo Coloaiasion, and aakocl Ida it Joe O'Connall, tl>o Troaaury 
Npresantot,ho on the Teaporarr llaUonal Bconoalc Co:al.ttoe, co\lld • ..., in 
and toll< to Ida about the proceedi.ng. llr. o•ColiMll .... llr. Kelley yestor­
dq and diacuaeed tba case with hia for aore than an bour. 

It appeare that the Coaiasion ia di'fided aa to the reuibllity or 
ioolling a ce&ae and desist order against tho acUviUeo or tba Gold Jtedal 
Foree, Inc, l'rooo Jlr, Kolley' a conYersaUon1 llr . 0 1ConMll believes t hst 
there are three YOtll OD tba ColdJ.ssiOD in favor of iUuillg the order and 
two votes oppoaed. Froa Iollar' • etoto:aonto it wae appereot thst be hse 
• .,. doubt ae to the aut!icieDc)' or tba endenca to a1o1pport a cease and 

duiat order. 

Attor Mr. O•Co=all • a couversaUon, llr. lollt 7 aaked llr. o•ConDell 
1t be would be w1U1ng to renew the fila and ci"" Kelley hie candid newa. 
ltr. Ialley indioetod that be would be guided b7 Jlr, O'CoDilell '• judpent 

1D the attor. 

It you can talco t ba t.1ae, 11r, 0 • Cot>nell and I would like to discuaa 

tho attor witb rou. 

t}.J . -1 I r"". 

• 
... 
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J'OR !BE 1191111W I 

lotp41y 

I bel1en that llr. Our2'1e 111 hh t .. taon:r 

before tbl !IIJ:O 1n part aet :rour eqgeet1on thet he 

publ11h h1e data on the neoeee1t:r tor OoTtraaent 

spending. B1a teet1aoll7 aene to •• at ll&lt to enable 

eoae or1t1o1a b;r ooliiJ)etent aut.hor1t11e of h11 bae1o 

tbee11 and I tbougbt that 111 Tin of the ourreot d11-

ouu1oo of OoTernaent epend1ng :rou alght like to han 

eome or1t1oal eDrTe:r aade of both b.11 teet1mon;r and 

Dr. Baneen ' a teet1ao117. I han arranged, at llr. Baa•' 
euggeat1on, to haTe a oopy of the teat1mon:r euppl1ed 

to bill, but I 414 not auggeet that be do an7 or1t1oal 

aurn:r or that data. 

KSD 
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TREASURY DEPARTNENT 250 

INTI:R OF1'1CE COMMUNICATION 

-24. 1939 

E, B. foleJ, lr. 

For lDF Worwt.loa 

teat.rdaJ U.0 So"" puaed U.0 &MDI!MIIt to t.be S.ooDII L1bert7 8oD4 

.let .......ua tt. 11J11tet.1o11 or $:JO,ooo,ooo,ooo oe t.be .... tor....,... 

Ul&t ~ t. iae....S wiW. u.. 14s,ooo,ooo,ooo c.n••c. 'fboore wu DO roll-

call Yot.. 

Seoator llarrhoa. baa been w.1 t.111c ""Ul tt. llouae aot.cl before t. 

atart.cl I>Mr1D&•• Larr7 S.l"JJIU'cc will ••• S.aator llarl'iao11 toclq aDd .U. 

&1TOIJI81 .. UW tor p._t. lwrw!H n & Ot t.be bill il> tt. Sltlate. 
... 
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10:111 a .•• 
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mr.rr: Hello. 

Operator: Mr. Johneon. 

HJ.!Jr: Thank you. 

o: Go ahead. 

m!Jr: Hello. 
!'elton )!. 
Johnatoll: Good morning, Mr. Secretary. 

~~~Jr: How are you'f 

J : Fine. )!r. Seoretarr, the Senator asked ue to call rou 
t o tell rou that be vas going to call the coomittee 
together at ten th1rt7 Frida7 aornlng - thla Frida7 
to take up t he bill that paaeed tbe Rouse reeterdaJ 
aucnding the Liberty Bond Aot. 

~:Jr: Yellh. 

J : And ho eugge s ted that I let you know so that you oould 
come down and bring with you the fellows rou wish to. 

l!MJr: Uh-huh. 

J: Ie that ti,me agreeable vlth you - - the day? 

lll'.Jr: \'ell now, there is another oorm1 ttee whloh is talking 
about -- they've got a kind of an option on me for that 

J: 

!!!!Jr: 

J: 

lll:Jr: 

JDOrnlng. 

I eee . Vell, I oan • •••• 

Tbe7 oouldn • t m.alte it tomorrow' 

Well, I tell you, we have a eub-oommlttee here on a 
matter relating to gasoline -- foreign products going 
into gasoline, that one ot your men 1e down here on, 
and t hie sub-committee may not got through today. 
And I don't - - I t hink it wucr that they go ahead 
and finish the hearing they are having. That • a the 
reason that I told the Senator that FridaY seemed to 
me to be the beet da7· 
Yell, ae I sar, t here's a gentleman Vho just left here, 
Cha1raan ot a cormittee, and he hae a kind ot an option 

on me. 
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J : I eee. 

!!}!Jr: But - - I ' d know better t h11 afternoon. 

J : Well, that•a all right . 
your eeoretary to get in 
afternoon and then I oan 
ot time. 

I wonder then it you oould haYe 
touoh wi th me lat er in the 
ge t out the notioea in plenty 

lll·!Jr : I'd be glad to and it you'll be a llttle patient with 
me. 

J : Sure, I'd be delighted. 

J!Y.Jr : I'll try and work 1 t out. 

J : I'll tell 
trom you. 
Friday it 

the Senator t hen tha t we're wal t l ng to hear 
You preter, in other worda, that it not be 

you ' re going to haYe t o go aomewbere elae! 

ID!Jr: I a t hat -- well I -- t hia gentlee~an who Just lett -- he 
Juat t ook an option on me, eo-- but he waa going to go , 
baok on the H1ll and let me know lat er on this atternoon. 

llllJr: 

J : 

Hl!Jr : 

J : 

El!Jr: 

J : 

How haYe you been? 

Yea . 

Oh - - vell I •••••. 

It'e a buey tise. 

My noee ie eti.ll aboYe t he water, but eYery time -- onoe 
in a while eomebody etepe on it. 

(Laughter) Yell, I 'll aee you, Mr. Beoretary. 

F.l'.Jr : All right . 

J : Good bye . 

I!I!Jr: Thank you. 
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Preaent; 

May 26. 19~9 

12;25 p ••• 

llaua 
Moa.ynolda 
l'oleJ 
Irey 

llll.Jr: 'lhen tbe Attorney General wanta aore 
inveatigatore, do we giYe themt 

253 

Wr• MoR: le ueu&lly, if we have the men, give 
him everything he aelta tor trom the Invutigat1ng 
Staff it be needa speoitio 1ntormation that ia avail­
able. Ot oouree, we can ' t go on a w1ld goose ohaae 
Juat beoauaa he may have a lawyer that wanta aomething 
done , but within reason we would normallY turniah it. 

llll.Jr: I did not reali&e, but I thought that 
onoe we turned over a oaae to thea it' a up to thea to 
inveatl.gate. 

How mafl)' 1nveat1gatora do they wantt 

Mr. llaua: I think three top..notoh Mn to 
talte oYer and talte the burden ott , ..... , who 1a 
tbe fellow Y1 th a bad heart. Afraid he a1gbt pop ott 
it be worlta too bard. 

llll.Jr: Doe a be want aen out ot Irey' a d1rta1ont 
It be wants eome good .. n, eand tbe fellOW trom Atlanta. 
He 'a one of the beat aen we nave. If he wanta three 
good .an, tell El .. r to give bim enough men. 

Mr· llgRemolda: Elmer U in 1111 roo• now. 

(Secretary phoned tor llr. Ire7 to oome to the 
meeting.) 

• 
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.!l!!.,.b:: Han you (llr. l:laue) talked to Ireyt 

Mr· Klaua; lo, I ha"re not t een hia . 

.!l!!,d: 'fhree •n they want? 

llr. l:laut : It he got three, they would be 
happy. 

~: lbat aort ot thtng do they want thea 
to dot 

l!r. l:l&~ll ror inatanoe, the thing that 411-
turba h1a 1a t ey cut ott inYettigation a t toon &t 
the cate -• tlll'tled ~•r to .Justice and he knowa t he 
1n"rest1g&t1on w&e not comple ted. An area, euppoeed 
to be Ban Antonio, where there 1a a loj ot raoe aheet 
mue1o that they ha"re not uncoYered; aotiY1tiee ot 
Annenberg in lew York that they nenr went 1nw and 
he teelt that be hat t o 1n'r8tt1gate thea and 1t be 
oan't gtt them trom ue be will get them trom r. 8. I. 

(Mr. Irey caM in at thit point.) 

~· l:laue: 'fhere 1a one tallow on our atatt 
he woul like to appoint full tillle . Zittren. 

Mr· folu: I don't think we ha'r8 an,y precedent. 

It's Jutt bow far you want to go and bow intereettd 

you want to be . 

~: I aa tre•ndoualy intereettd. I t he 

wanta tull time on a lawyer, let's g1ye 1t to thea. 

t he 

You 

l!r. f olex: I think we ought to gi'r8 bia·all 

help we can. 

IIJI .Jr: Let ' a gi...e him halt a lawyer todaY· 
(1:1& can talte that homewitb you. 

He eayt be needt three top-notob 1n'rtet1ga-

tore, ilatr. Campbell • 

..,_ I He'• got ... whole toroa ot agenh 
fi • rtx t _, 

out tbtrt. 
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fo· MoR'fi¥~ldtl 8u ude a etateMnt I w.nt 
to run own. our bOJI etop 1nTe tt1gat1on wben 
theJ turned 1t OYer to J uet1oet 

Mr• ~·;: Oh, nol lxoept we eubjeottd our-
"lnt to t uaUoe Departaent. 1ft etop tbe 1n-
it1at1TI , but we are ber e to help. 

llr.~~olde: !hat' • all ri.gbt. J'or thea 
to eq ft our aen out when we turned 11; OYer 
to t hea 1e r 141ouloue! 

~ lru: Our aen are doing nothing but worlt­
ing on it. 

2SS 

Mr• ltlaut: He oan ' t underetan4 whJ •..un tbeJ 
turn-a 1t o.er t o ua theJ atop iDYeetigation.• Be 
eaid HooTer talked to b1a and Hoo'ter and be and .t he 
Attorner General had a oont erenoe and HooTer aa1d , 1You 
will get all the help rou want trom me•. 

~· Irtxl He baa all the 'l'reaelll'l' help be wanta 
1t an1able. 

llll;fE' Let b1a a1thlr oo• on here and ben 
another w1tb our people. It'• worth h11 tr1P 
it be 1en1 t eat11f11d. I oan' t eend Irer an4 J'oliJ 
and Grant ~ there. Let h1a 00111 here; be here 
a we ell: f ro• to48.)", t he 4a1 after Deoorat1on D&J, and 
e1t down and talk 1t thrOugh. lfe haTe •d• the oa11 
ao far and we are not go1ng to drop 1t now, but I 
would go baolt ••• • 

llrln!::txpol!ll fbe atat-nt we biTe w1th4reWD 
from t he n a 1gat on 11 r141ouloue! 

!lr. ~~~~ Our aen are not do1ng anJth1ng el" 
1n Ob1oago t that. 

~· ~laue: He aa1d the area 1n Ban Antonio and 
Jle w Yor not oonrld• Moat ot the worlt bee bien aud1t-
1ng up to now and a1noe the oa .. •a g1Yin t o b1a b7 
Juat1oe aa an 1nTeat1gated oaae, 1t hid to be 1n'leat1-
gated turtblr; not aU!PlJ to be preeented • • · · · 

.. 
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(A' tb11 point, the 8toretary plaoed a phone 
oall tor Mr. Campbell , U, 8. D1•tr1ot Attorney in 
Ohioago, ) 

Mr· llaut: Al1o i-.preaeed by the taot that 
te11ea hal a bad heart. 

!fi· ~u: Be got hh bad bean trom th1a 
oaee. e 1 been wo~ing on 1t tor three yaare 
and I aa atra1d we would ha't'8 to bury b1a. Be wa1 
allo a nry 'W'&l.uable -.n on the Capone oaee and &lao 
Tery Talu.able on tbia. 

256 

!lr. roS:': 'fbe Uolter oarr1ed a a tory that 
the Attorneyneral said there wae a gigantio ewindle 
going on 1n Loa Angelea and he and Hoo't'8r were going 
out there and were going from the airport d1reot to 
Ube Oourt Hou .. , 

HK.Jr: that' a the mo't1ng p1o ture people. Be 
won' t get in the moTietonea making that etatement. 

!r Irex: We epent praotioallY all day yea­
terday anA the day betore ye1terda1 on th1e mo'tle 
oaee. We are going to ge.t it O't'8r a• aoon u we oan. 

11!!..:ll:: I told hia we would not eend 1t untU 
we were ready. 

!lr. rol~ I th1Dk we ought to aen4 a telegraa 
to hia t o LOe alee tomorrow and Ull h1a we are not 
ready. 

Ridiouloua! ! ,Jr: 'fh1 not! 
oa••• l hat. 

(At thit point t he Beoretary had a report trom 
the operator that ahe oould not reaoh Mr. Cu!Pbell. the 
Seoretary aalted her to remind b1a to tallt to hia laUr 
in the afternoon.) 

HK.Jr: 1 will tallt to b1a and I will daply 
eay that you (llaua) tallted to ae and1 tirat, that he 
ooae 011 next Wedneada7 and haTe a oonrerenc e n t h ov 
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boye and , 1n tbe MmtUae, do :rou (fole;r) want to 

g1'fl b1a the reet or that law;rer or not' 

!lr. Po1ezt Yee. I th1nlt we a1ght Juet u 

well. 

(llote: &eoretary1 1 phone oonvereaUon with 

ll.r. Campbell at 4:35 p. a. 11 attaobed hereto. ) 
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OJ)erator: 

!D!Jr: 
Villi aD 
Ca)Spbell: 

'!llJr: 

0: 

HHJr: 

HI!Jr: 

ID!Jr: 

C: 

ID!Jr: 

0: 

ii)!Jr: 

C: 

Hl!Jr: 

0: 

!!IIJr: 

•. 

Ooahead. 

Hello. 

Hello. 

l!r. Campbell ••••• • 

Yes , ~!r. Seoretary. 

Morgentbau. 

How are you, sir' 

I'm all right, 

'!'bat's good. 

My man Klaus wna in today. 

Good! 

~ay 2~, 1939 
133 p. m. 

And I understand you need some more help. 

258 

Well , I think I've got it fairly well straightened out. 
The only thing I wanted -- you bavs a very good atan 
out here named Zlrt'ren who i8 a good research lawyer 
in this tax field. 

Yeah. 

And I tbought that we could use bi ct to do eooe ot our 
run-down work here it we could set sooeone to substitute 
tor h1l:l in hie regular work. 

Well, I told Foley t oday that he should assign him to 
you on full time. 

Well tbat 'a juat grand because we can use somebody like 
h1m in the librar y all the time here. We are going to 
have oppoll1t1on from Vaya ua I trkland and various othera 
on eYery prooeu t hat we issue, particularly on our 
subpoena to 8 t at a k u • , and we want to be well forti­
tied beoause t hey' re going to be llhen t heY go into court 
to oppose ue on the 1eeuance of aubpoenaa and I want to 
be Yery well fortified, and I think this man i8 a very 
good man to run down all the daolaiona tor us. 

Well, you're going to have him on tull time. 
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Vell that ' • wonderful. I appreciate that. 

Well now, Xlaua said you need more investigators. 

Well yea, here's the situation on tho invest igators. 
I !1nd that you -- your men have built up a very good 
c~ee on the standpoint of book information and figures 
on the investigation or this man ' s own books and the 
various oorporations that he 's connect ed With . Rovever, 
I do want some good -- vhat I would oall in the parlance 
ot the tield, a bird-dog • I want some boys to follow 
up eome angles that are revealed by these investigations 
reports and actually pin some traud right on t o the 
principle bere. 

Yeah. 

Now, I want t o get the principle i nstructing some ot these 
various accountants and audi t ors and attorne:ya t o co=1t 
the various acts t hat were committed and thus knock in 
the bead his argument/he didn't know what was gctng on. 

about. 

Well now, here 's the thing ••... 

Three angles t hat we oan tollow that will produce t hat 
information. The tile doesn 't oont a in 1t now, and I 
think we're going to need another tive or six go~d 
investigat ors to do t hat . No t acccuntants , but Just 
good rope men. Good criminal investi gators. 

Vell nov, Campbell, there seems to be a l ittle m1sunder­
atand1ng a t this end, and •••••• 

Wel l I vas in honea sea would get that straightened out. 

Well he tried to and I tri ed to , and I vas gc1ng to 
eugg~st -- I t hink it would be worth a tri p ot yours 
to oome here and spend a day with us. 

All right , I' l l be glad t o do that. 

And I t hink right after Decoration Day it you'll come in 
and opend a day, I think it would be worth your while. 

All right , I think that'• a very good suggestion, l~r. 
Morgenthau. I'll be happy t o do tha t. 

had little m1sunderatand1ng vlth the District 
Now, we a C t d he oame on her e for a day 
Attorney in Xansas i hY ~~b t he right tal lows and we 
and I put him t,n touc v 
ironed all the troubles out. 
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Good I 

I ' d send tbem out, but I can 't send out all ot my head 
men to Chioago , and if you came hero I can arrange a 
meeting t or you with our head tallows. 

Well, I can ' t ask tor anything more than tbat, ~!r. seo­
reta.r:y, I appreciat e it nr:y, ver y much . 

And I think one day here in t he Treasury would be worth 
:your wh1la. 

I think t hat ' s a ver:y splendid auggeetion. I ' ll be very 
happ;r to do u. 
And just sendee a telegru a day in ad.ance and I'll 
have t he people ready to see you. 

Grand; I ' 11 certainly do t hat , and I want you to know 
bow much I appreciate your cooperation, and I -- t h1a 
boy Klaus t hat you sent out here is a marvelous little 
t allow. 

t/ell , he 's a good detedt1ve. 

Yea, be certa inly 1a, and he ' s got a good head on h1a 
shoulders. He thinks very clearly and pretty well along 
the same lines I do . 

Good I 

And we're working very olosoly together and I vant you 
to knov bow much I appr eciate it. 

Fine I 

Well, I ' ll be glad to coos dovn and spend a ds:y with :rou, 
and between nov and t hen whatever other angles arise, 
vhy I'll have 1n mind and I'm aura ve ' ll get them all 
atraightened out. 

We ' ll give you the help ;rou need. 

Well, thank :you very much. You ' ve been very cooperative 
and I do apprecia te 1t. 

0, K. 

All right , a1r. 

Good bye. 

Good bye . 
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I appreciate this opportun1t.7 to appear before 

your C0111111t.t.as to discuss with you certain brot<i .1'1ecal 

problems and cert.ain specific tax quest.iona, 

Tax proposals cannot be discuosod COIIP"ohonai•laJ.7 

oxcspt. in relat.ion.sbip to our 'ltiole national ond 

tiseal posit.ion. We are now in thB llidst. ot a world 

s1t.·at.ion which l..llposes on this Gove,_,t. a spae1&1 

reoponaibllit)-. We CIU.St cleaoonst.rato t.bat. a daocrat.ic 

sovol'I'IOCnt. bas the power and the nwbllit.r to 

sllr'Vive a prolongod crisis and ehaot.ic world conditions 

with the str&n;!th o! its tree institutions uninlpaired. 

Prosorvat.ion of our democratic !orm o! govornmont over 

a lonll period of years requires, in ey opinion, 

a fiscal progr83 which has a fourfold object.iTo: 

(1) prooaotion of tree enterprise and priY&to inveablent.; 

(2) att.al..tl::lont. o! t1111 business reeoverr; ()) :>aintonanca 

of our public financU in a sound and unaurll•blc 

podtion, and (4) a just distribut.ion of tax bw'dsns 

and a 100re ~table distribution or naUonal inco:oe. 

Successful operation of demoor&CT ~s that 

all four objecUveo be soli~ linked togethor . l'lhon 

wo condder IJlJ.'f specific eh&n8• in our fiscal progra;n 

we must eatii!T ourselves that the change lllll<o• tor 

a better and not a worse dist.ribllUon or tax burdan• 
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and o! national. income, that the changa proaot .. and 

does not retud bllainess reoov017, and that the chango 

make• easier and not more d1!.t'1cul t proveeo toward 

the establishment of a balanced relationahip bebeen 

ravonuoa end expenditures. 

Full atturc>ent of these objectives 1a d1.t'£ieult 

at best. It is l!lade 100ra di.t'ficult by a n"" and 

o:olnOUS clavelopcent in world a!faira - tho ar.:ao:>ent 

race now vipping the 12portant nations of tho world. 

:lreat Bri ta1n 1n the present fiaeal year 11 s;>endini 

~) billion on 1111lltar1 expandituroo, or al.Doat SO per­

cent of ita national budget; !'ranee 1a davoting over 

40 percent or 1 ts national governmental e~ tureo 

to tho aamo purpoae; It.ely, SO poreent; aor=any, 

probably 60 percent; Japan over 70 percent. '!'IIese 

llu£e expendi turea are being !inallced larco~ bT 

borrawing. '!'tie race is beeood ng DOra intecllo and there 

11 no and 1n sight. 

For ua these develoJII""ta proliCIIt tho dan8er that 

they ru:J involve ua 1n incr<OUGd coat !or national 

do!enao bore and that they ru:r result in IIIOn&tarY in­

atab111ty abroad and disruption of our eomcerce, the 

consequences of which we cannot fully predict . In this 

coMection, it is interesting to note that in our 

budgot for this fiscal year expenditures !or put wars 

and national defense are al.Doat one-fourth of total 

expenditures . 
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No propor :oolut1on o! IZI;1 major proble:a tactno 

this goYer.-nt today can be aehined w1 thou~ tull 

cona1dorat1on of the impact on our country of the 

present international er isia . '11\e un:llista](ablo illpli­

cation of the 1nterna~1onal e1 tuation is that ., ohould 

!live st>r1ous attention to our tllture tiaeal position 

and redouble our ntrorts to attain tull recOYery. 

llich national ~ and a sound tiaeal poet t.1on are 

easonUal to adequat.e national defense. It. 1a against 

this bac~ that .., reexuine our tiaoal prosra:o. 

A .1'11nd.amental obj octive or sound finaneo clearlJ­

ia a balanced budget. '11\ers is, of course, no good 

rouon lilly taxes must exacU;r balance expenditures 1n 

each apee1tic year any 1110rs than in each 110nth, ench 

woek or each d.a,y . '11\ere are periods durinc which 

oound .tiecal policy calls for an excess o! outgo OYer 

inc.,.., end others when it calls tor an excess or 

1ncocoe OYer outgo. In a depression it is ineYit.sble 

that there will be dnticits. RA!nnues cMcl1ne at the 

s- ti&e that tha Federal GoYe,_,t is called upon 

to ull\llliO ineacapable social ao.l eeonooic burdens. 

It, however, deficits are too long con~tnued, the 

depreas1 ve etreets ot uncertaintY tond to make rocovory 

1110re d1t.t1eult. The eequol to deficits in ocoergoncies 

lhould be surplllsea dur1ni years ot prosperity. 
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That wu and 11 one of the bro.cl purpoHa ot -ldne 

to raise the national inc<XM to a bi&h laru, tbwl 

US\lring re...,nue great eno\lgh not onlT to end the 

deticito -.bich began in 1931, but 1110 to r educe the 

public debt. 

In carryi.ng out our t13cll policy it wollld be 

halpt\11. to have uch1 nery -.!doh ...,llld mora fllllT 

coordinate our ettorts. It is not the prerogatbe or 

an:! ad:ainietratiTa Departmant to uke suggestion.s to 

tho le;;illative branch of the CloTer._,t tor the 

conduct o! ita work, but I aa r~re that you would 

whh .., to be !rank in suggeating "'811' ot IUl"liiOW>ting 

difficulties which I believe now attend the joint 

oftorts of the rllllfS and L!aans and Finance Cooal. ttees 

and tlte Treasury Department. 

If, tor instance, the lfa;ya an4 Ileana and 

.l.pprcpri:ltiona C.-ittees o! th1a House and the Fin&:lce 

and Appropriations C.-dttees ot the Senate could -t 

each oaso1on u one Joint Coz:aittee on Piacal Polley, 

to consider tha OTor-Ul aspecte ot the expenditure and 

ra .... nuo program&, slmplitication and groator atfective­

ncos would rooult. The Budget Act o! 1921 aet up 

a procedure !or the orderly formulation by tho Executive 

ot tiecal proposals and tor their oublaiasion to the 

Co~~SN .. aa a unitied budget. No colOj)arable proceduro 

• 
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h&s btMn aet up in Congres s !or con.oidoring revenues 

and expend1 t.ures together u ho int.errel4 tad aspoc to 

or • ainalo problom. I hope this Connl.ttco will lljjl'OC 

W"lth mo that some such innovation would improve tho 

etricionoy of the Oovorn:aent. By providing for 

a preliminary l cl,;islat.ive COMiderotion of the over-all 

pic ture of appropriation and revenue measure• 1t 

would give Co113ress a broad perspective of the state 

or the Oovonnont• s finances and pemit • better 

ordered coordination bet11een the executhe and the 

legiolat.ivo branches in this field. 'i'his joi nt 

committeo would in effect be a lens through which 

all appropriation and revenue measure• could be 

viewou in relationship both to what tllc nation noodo 

and to "hat tho nation can a!!ord. 

In my opinion t.be 1'1n<!=ental fiscal q110st.ion 

raised by t.be pendi."<: Depart:oent o! Asr1cult:ll'o 

awopriat.ion bill is precisely the t1J'O or quost.ion 

with which thl.a joint eoalittee should concern itealt. 

'i'hio bill proposes to increase bud4eted expendi ture• 

!or ta= parity payments by ~372,0001000 but no pro­

vbion has been lllllde !or " eomponutil\8 increase i n 

r evenue although we already face " de!icH of 

CJ ,426, ooo,ooo in t.bo coming fiscal year . '!lla bUl, 

upon tho mcri ts of wllich I am not c""""'"ting, 1s 
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t;rpioal of IUI'M ot OtiMno 'llbicb - to M to 

PN-' qaelt.i0111 appaopl'iate tor ooDiidc-aUoa b7 

a joiDt O...S.t tee *iob loob at each projiOHd 

expenditure &Dd each propoeed rnenue ..,UUN ae 

a J)el't ot m iDtegrated budget polioy. 

'nl18 c..U ttee aboul.d have continuoue lite for 

the pu.rpon ot act.i volT stud;yiJig fie cal problems 

bet- u well u during eeesions ot Congreu. 

'l'be Treasury ilepartllent would, ot course, cooperate 

iD tbie work to the .tull extent that the Cocaittoe 

de aired. 

'l'bua tu I have deel t w1 th tho 1'1nenc1al probl<DS 

ot the Federal OovernMnt alone, We IIUSt r~, 

however, with the best conceivable Federal fiscal plan 

in operation, .,.. .till would have touched less than 

halt ot tbe tax problela 'lhich contronta the nation • 

.U.Oet 60 percent ot the total tax revenues ot the 

countr)" are collected b)" state and local gove..._.ts . 

In the last tin ,.ars we have pven seriOWI stud;r 

to the probl- created b7 Federal..Stete tax contlJ.cta, 

'l'be - probleu had been recognised by our pred.eeea­

eore. It is rq belle! that '" ehould talco steps 

without delaT to lll&ke thaso studies effective. 

I suue•t tbet CoDgl'Oia create a sull tempor&rT 

na ti.oD&l. 00111111 .. 1on to report to Congren aa avon aa 
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r ... ible on the nrlowo upect.. o! int.orcon,_,tal 

!iscal polley and propose a plaD !or tile aolutioo o! 

the probleu imrol'nld. Such a coel.saion ohould be 

made up of men o! abillt:y who colllllll\d the bisllest 

possible publlc confidence 1 who are tud.llar w1 th 

!ileal probleas, but who will repreoont the public at 

lara• rather than part.iculu COYermental unite. 

OYerlappins and c:oa;>eting taus baTe P"""' in 

nwsber and s i se as both Federal and state prern:oents 

ba.a eought """ revenue. Grant:.-in-aid are be1ns 

d.anded or the Federal OovartlliiODt in increuins 

amounts. '!'he results o! this fiscal situation aro 

inoreG~ingly unsatisfactory to both state and 

IIIUI\ioipal government.. am to tbe Federal Oovornment, 

and more and more burdansome to t.axpqera. '!'he 

roco=mendationa o! such a comodosioo should aoaiat us 

in aehiaYins a more orderl7 relatiooabip bat-n tbe 

Federal, State and local !iscal .,.,.teu. 
'l'hws !ar I have talked about two fiscal Mttere 

o! great iapOrtanco. Let • turn now to ..,ro 

apecitio queotions o! Federal taxation. 

I desire tirat to reiterate two t.ax reoo-nd&tiono 

which the Preaident has alread.Y IIID.de and various sug­

aestiona which the TreAaUry baa preYioual7 presented: 
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1. In b1a 8adpt ll .. ap or JIDIW"J J , 19)9, 

the Presidoot rec<>menc!ed that Conereaa ut.nc~ the 

lll.scellaneoua internal revenue taxeo which uncler 

exi.sUng low wUl expire in June and Jul.r, and 

maintain tbe current rates or those taxea which 

otherwise woul4 be reduced in June. 

2. In b1a ... sage or Januarr 19, 19)9, the 

Presidant reco:s:>ended 1eg1slsUon w ing all &OYUn­

MDt allar1ea bereatter earoed and intereot on all 

&OY~n~Mnt aecur1 Ues berea!ter issued aubject to 

Federal and state inc""" tax J.an. 'nl&t part or this 

rooommondtUon dealing with gOYor....,nt aol&riea, 

I om pleased to note, has alreadT beon incorporated 

into low. 

) • In sy statement of llarch 24, 19)9, 1 pre4ented 

tor )'OUr consideration roor alternaUYe rate plana 

t or old-&p insurance contributiona clw-lng the next 

three JeU•· 
i.. During hearings be!are tb11 C.-ittea in 19J7 

and 19)8 repreaantat1na or the Treasury Depertaent 

bro11C)lt to )'OUr attootion a<l'feral changes in the tax 

lows upon which Congrese hes not yet acted. 0£ these 

the principal onea are (a} curta1l.ment or axce .. ivo 

deduotion.o now allowed tor depletion of oU and cas 

...U. and certain mnea, (b) eliJI1n&Uon or the preferred 
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1noCM t.z atatu8 elljo,ed br reaid•ta or u.. e1cbt 

cQIII:IIIIIl1ty property atataa aDd (c) intepoation or the 

estate and gift t...ea. 

S><on tho"8h a COOIPX'ehenaive revision o! the tax 

structure probably 11111 not be !euible at this t.111e 

that !act, 1n ~ opinion, should not restrain your 

Coaodtteo !l'Ola cirln& serioua attention to r....-ring 

fl'Oil the t.z laws an:r mani.test l.llequiti01 or other 

detects. 

Be.toro apecilying the tax provisions 'lidob 

I belleve deMrva your speci al attention at thia tiM 

I wish to ~be the importance of maintaining the 

present reve!Dle 1n any tax revisions which ma,y be Cl8de. 

We ... at not forget that one o! tho important objectives 

or our !1aoal program 1a to approach a balance between 

rn.....u.a aDd expend! tures. For thia rouon t1tf tax 

r.O..ctiona ... t be ortset by tax incr-a. U tax 

rniaion were coD!iDed to tax reductions the reault.J.ne 

uncertainty aa to our !Uturo .tiacal position -wl 

injuro and not belp business. 17o should take no atep 

which the p11blic may int.erprot as ..,v1ng away !1'011 the 

objective o.t a balanced budget. 

In diaowtsizlg the el-ta or features o! the 

t.z eyatall mich you u.:r wish to .-..xaadne, I should 

lllca to claaai.ty thai ro\ljJbly into throe VOUP0 • 
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'1M first P'WP 1nclndM featur .. 'llaicb haft 

bHO charact.eriaed u ~ to lliDMI' t...illloaa 

expe.naion UM1 imeaWilto 

One such feature 1a the ablenoa of prorlaion 111 

our UloOM tax laws for c&rr)'ins OYer net bu.81neaa 

losses to be deducted fr<llll bu.eineu profits of tuture 

;rears . '!he proUts or l osses of each year are 

considered without reference to those of IIZIT other 

year. In cons-ence a bu.ainell with alternating 

profit and lose now pays hiper tuea Oft1' a period 

ot yaara than does a 'buaineiS with atahle profits 

al.tho\lflb the aYerage income of the twl> tina -.~q be 

equal.. New enterprises and the capital. goodll 1nc:luatr1es 

are espec1al.l.y subject to wide nuotuations in earninll•· 

Aa a aeeonc:l example, I should al.ao like to 

•ntion the questions of tax...x•pt aecur1t1ea and 

surtax rates 1n ·the bigller brackets. 'lhese t100 

quaationa ~ be cona1dared together. Tax .x.ptioo 

of ...:uritiea ia bigbly ineqUitable and tend& to 

JNllif)' our prou&aai" surtax ra tea. lloat per eons 

subject to the hi&b surtaxe• baY& naablo holdi.ngs 

ot gotetiiMDtal. aeeur1t1es 11bieh yield tbelll an incOIIII 

tr.e trom Feder al incot>O ta.Ut1on, ..mue other 

per1101111 entirelY escape the h1&b aurtue• in tbia 

- r . Tax ~ion al.ec> operate• aa a aagnet 1lbieh 
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~ pereona abject to hicb ace.. ta .. ~ n­

i,.,.a~ta 1D prints bui.Deaa. We 8boulcl bT .u 

..,..,. paaa legialation to llllke 1 t iapoaaible 1o the 

!'llture to ioaue AD¥ more tax-.xiQj)t aeouritiea. 

This baYing been acooapliebecl tirat, it wou1c1 

then be fair llllcl logical to reexamine the queat{oo ot 

whether the prosent surtax ratas on Tftl7 larp inccaaa 

U¥ DOt be ao higll thet tbey di.acourqe the llllit.ed 

I1Ullber ot iDcliTiclual..s subject to th,.. tND ta1c1n;1 nor:oal 

bueiness rialto . 

In a second group are features ot our tax "7"t.l 

wbl.oh have been ret erred to aa •tax 1rri tanto•. 

AI an exmplo I would mention the undiotributacl profi te 

tax. In ita present fOl"lll, this tax 1a wU.aportant 

ancl does DOt eecollljlliab the objectina or the original 

proposal . 'lbe tax produces little reTenue and has 

little ettect on bu:li.Dess. It has acquired ~e 

u a peychological irr1 tant larg~ bee on•e ot the 

wideepreed and _,tional cri tici• 11bich has baen 

clirectad qa1nst. it. One ot the objeotiTet wbl.cb the 

law 80\lght to attein was to prevent the retention end ac­

cunulation o! earnings by corporations !rom beine used to 

avoid the poroonal inc01118 tex. This is atill an illportant, 

and to a:r llind, a sound object1.... '1'111 l., 1n Us 

preaent !ona does not attein it. Since the incoee tax 
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on corporat.1011111 ot' llbich the Wldiat.ributecl pro.rtt.a 

tax 11 a 111nor aepent, expiree b7 ita own tenoa at 

the end ot' thia )'e&r, ,.our Ca.ittee llhould deel. wi tb 

th1e probl«l. '!'be Tre&8111'7, ot' couroe, at.anda re&eb" 

to work with :you on it, 

Another exempl 0 1s !ound in the c&pi tel et.ock tax 

and the related excess profits tax. Under the present 

law th11 capi tel stock tax is bued upon a cleclarecl 

capitel. stock Talue wbich the t.&zpeJer ...,. renee .,.ery 

t.'u'ee 7'1&rO, '!'be declared vel.ue fA&/1 be ~ ripro 

that the taxpa;yer desires to submit reaardlese or tho 

aotuel. yeJ.ue or the stock. 'l'be e.<ceu protit.a tax 

appllee to profit& in excess of 10 percent of such a 

deolarlld vel.ue, 'l'be taxes are thus not really taxes 

on the yeJ.ue o! capitel. stock or on excesain protite . 

'l'beir uJor detect 1s that they operata -.orr erraticel.ly. 

'!'be tax llabi11 t,. tbe,. il:lpose dependa . on t.'>e taxpe.TOr' a 

al>i11t,. to !orecut profits tor the next three yeara aa 

well u upon the count o! pro.tit.a actoel.ly roall.oad dllring 

each or the thrall ,.,ars. Forecaat.a o! earnina• are 

partioularl,- clit!ieult to aelce in the case ot' new busi­

noeeos and those with unstable 1neous such aa the eapitel. 

good.a indwstries with the result that toxeo l..alposod on 

suob businesses are at u-• inordinat.aly high. 
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n..... 1a a t.b1rd cat.soz7 or tax pro~ ...,.. bel.Qs 

.n~ cliaCIU8Md11hicb ra1eM ~1ona o! tax equit)', 

'ftle rr_,- b&e alrud;r .,rked on thole probl- and , 
1! your Coaal.ttee desires, our at&!! could continue these 

etudiee 1n collabora\1on 'ldt.b the C....S.tt.ee, poea1bl7 

'ld th a <tin to action at a latar eeeeion. 

An exmple 1e the u.d. t.ation now placed on the 

declu.ction o! corporat.ion capital loa~ea. IInder the 

pre"""t law e> exeeae or eo.rporate capital losoea OYar 

c&pi tal g&lna can be deducted troa orcl1nary inc.- on4' 

to t.be extent ot $2,000, 

In the consi deration or many or t.be possible tax 

ob&nses just mentioned, it is euentlal to bear in mind 

t.bat their edoption -.:>uld rosult in o rodllctlon in the 

revenue-producing capacity of the tax system. I !>aYe 

alread.r e.phesized the illportance of not pel'llitting the 

reYenue-producing power or the taz systeol to be red\lced 

at tbia time. t.ccordinglJ', with the adoption ot UfJ' ot the 

above -.urea ii!Yobing loss or revem>O there should be u­

eociated reyezme-producing reYi$1ons. .UthOII£)\ tbia problem 

1a d.i!ficult, it 1a one that muat be !aced. 'ftlo taxes re­

sorted to tor replacing ...:r lost revenues ahOUld have the 

leaet h&ralul e!tecta on business and should oontributa to 

gx-eatar equ1t7 • '!hey should not Qh&nge the relatiYe d1atri­

bution or the tax burden botween broad i?'O"PIJ or ta.xpe.yers 

cd eapec1all7 abould not place ldditional burdens upon 

CO_.• 
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The aub jecta I beYe diacu.oaed are !or the 11>0at 

JHU"t coni'incd tc a lllo1ud sc&IDOOt or the tu ayat .... 

I do not consider the~~~ as const1tut1na an adequate 

procram o! ta.x revision. SUch a program can be 

developed only through long continued at~ and 1 t 

camot be atatic but must be adapted tc ~ con­

ditione. But the geoeral linea along -.Mob Federal 

taxation abould develop in the tuture appear to be 

quite clear. \'ie ought to increase the part p~ed b7 

direct taxes that can be lll8de to take account of dif-

terencea in the ab111t1ea of 1ndividuale to support 

Oovcrnment . Tbia menns thst we should endeavor to 

1111.1111111•• the uae o! manufacturer•' oxciece and other 

c""""'dity taxes which Wild to be llhitted direc~ to 

con._•, putting the Olij)haeie on taxoa besed on 

capacity to pq. Such rev1a1ona 110uld !ac111tate 

cool'di.n.t1on o! Federalllith State and local taxation. 

In concluaion, pen:d.t .,. to aq that one o! the 

~:~~~jor taeka "" beve before ua i a to do evcrythine ,. can 

to promo to lasting bUiiness recovery. With this still 

uppermost 1n 'C1I/ mind I would like to repeat now with 

the a a.., deep conviction ..mat I eaid in liovlllllbcr, 19J'I• 

• 
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llfbe bUilo -.! todiV U t.o fOAw ~ f1&U 8FPl1caUoD 

~ tbe clri'riD& toroe •t prl'ftto a.pltal ... ~ t.o 

- a.pitol. 111 1Dto ~ prodllct.be cbe-11 of pr:l.'ftto 

incllatz7. Wo 'alit t.o - private bu.lli.Maa expaod.• 

• 
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Present: Mr. Hanee 
Mr. Doughten 

• 

M~ 24, 1939 
9:00 a . .. . 

Doughten: Very nice ot you to le t me oome down tor 
inap1ration. How are you reeling , both ot you? 

H.~! .Jr: I am teellng pretty well . Any inspiration 
you gotf 

216 

Doughten: No , Jere called bla eub-oom3lttee day before 
yesterday afternoon together -- I called Mr. Hanee yesterday, 
and we had a meeting earl7 J&&te~ afternoon, and I had t o 
have a conference v1th my majority members about new develon­
mente in the t ownsend business. He introduced three and wants 
to introduce a f ourth; &aid he had lett out compulsory apendlna. 

I had a oonterenoe with my ma jority members and at ten o'clock 
the rull committee me t and t hat Bond Bill went over flne and 
it debated all day. All our majority membero and minority - - , 
Treadway made a speech and so did Reed, but they Jumped on 
the spending policy of the Adm.in18trat1on. \·loloott, member 
ot the Banking a nd Currency tor lUohigan - - he Jumped on i t; 
said it vas inflati onary aft er you i ssued t he full l imit or 
bonde t hen you could issue Treasury notes. All tha t kind ot 
thing. Debated all a.t ternoon but we l i cked it good. Didn't 
have to have roll call. Took all afternoon, then we had the 
F~ Bill all afternoon. 

H.M.Jr: ~ thought you handled it beautltullJ. 

Doughten: Vell , dld t he beat I could. 

H.M.Jr: You always get what you want. 

Dou~ton: Now, abou t t he other matter Jere called his 
sub-oomm tee day before yesterday afternoon - - Democratic 
membero - - tor a conference in the committee room a t the capi­
tal and we d i scus sed a t length the matter ot tax legislation, 
procedure and policy, et c., and quit with the understanding 
tha t h i s oub-oommittee -- he s eemed t o preter lt and it suited 
me tha t hie sub- committee full aub-oomoit tee, d id take up the 
matter and consider vheth~r to oall you and Hanes; tr7 to de­
cide what vas t he vi ae and expedient thing t o do , and report 
back t o t he tull oommittee and then I , ~· ~~!~~ng~ro;h:h~~l 
co1mittee, would call a meeting and oon uo 
report, 
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H.M.Jr: But 70U haven't heard trom h1111! 

Dou9ton: Oh rea , I waa there and heard it all. He haa 
not call~ his tull committee ret, I don ' t think we are going 
t o give it any consideration -- either one ot these social 
Security Billa, Townsend, or our bill, before Wedne~day. We 
ought to get at it thla week. What I want to do is get the 
sub-committee together todar or toMorrow a nd go to work. 

H . l~ .Jr: Thia 1B what I kind ot hoped it it t1tted in 
with what you had in Mind, no Matter what anybody else bad in 
oind. It you oould say intamally to Me, "Now, Henry, it I asked 
you to COMe up , let's say Friday, ~uld you be ready0 t Then, 
1t I bad that kind ot word, then I would go aoroea the street 
and aay, "Mr. President, l!r . Doughten haa aalted me it I &ll 

ready. He would 11lte Me to come liP Friday and I want to co::~e 
to an under s tanding with you.• 'fhen that ien•t putting t he 
Presi dent on the apot and it gives Me a chance once more to go 
over the ai tuation with h1M alone and he and I can iron out our 
ditterenoea. That givea me a dar t o ehoot at h1m. 

Dou~ton: We will give you at l east t hat. I can't glve 
you n de~nite answer on that until I talk to Jere again be­
cause I don't know whether he wants you to come before his 
sub-oommitteo or not , or oonter with you privately and then 
le t you oome betore t he full committee, and I can't tell you 
when that will be until I aee. You know hie aub-ooMMtttee 
has it under consideration. 

R. H.Jr: My own 1nol1nation i s to come betore the full 
oommitteo publicly. 

Do~ton: Vell, of course we would expect you to do t hat 
and I o~t aee any good to be accompliahad by having you come 
publioly betore the auh-co~ittee When you are goi ng ~dcome 
nubl1oly before the full oomti ttee, but I tblnlt he wo th th 
to oonter with you. Whether he would want to do 1t vi but e I 
Deooor a tio membera or the full committee, I don 't know, 
will eound him out this morning - - our procedure, it's neces­
sary and important to be agreed u,on. 

H.M.Jr: Bob, it I go up before the Demoorat:8~f m!h~~~ 
coMmittee or ot the whole aub-oo~it:e~oa~~a~h~~om mr statement , 
have you got in Mind, • and :.!'

1
e1Y \~r a""ear in t!J,e pape.r next 

you know perfectly well it • • a ¥~ 
day. 

talk to Jere and it wouldn't 
Do~ton: Of course you could 

appear n the paper. 
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R.M. Jr: '!'had t '
1
s right , and I oan talk to •ou 

talk to Jere an w1 1 he hold i u ' · Can I 

Doughton: Yea, no question on that. He'• good on that. 

H.M.Jr: But if I went betore the aub-oommittee 0 # 

members¥ • eight 

Doughton: Six and !our are ten , and one is eleYen. 

H.M.Jr: Well , I might Just aa well go before the ru11 
House. 

Do~ton: Ot course , he's got aix Democrats and myselt 
aa ex-o oio member makee •••en and •••••• 

ful.!!.!!: Four Republicans. 

Dou~ton: Four Republicans. I will go baok and confer 
with him hie morning. OUr comcittee meets this morning at 
tan o 1olook and I will confer with him before that and then 
I will oonrer with you, or let him. 

H. H.Jr: What I am suggesting fits in with your planet 

Doughton: Exactly. Only way to proceed. We would expect 
you to oome betore the tull committee and I don't eee any good 
aooompliehed. 

H,!(,Jr: I am not saying I won't go. 

Doughten: I understand, but you don't think it' a beet. 

H.K. Jr: I might Just ae vall aake one trip, whether I 
ftPpear 6etore eleven or twenty-tiYa. But I am ln your hands 
and I am II\Ore than willing to leave ayael! ln your hands. 

Doughten: I '11111 go back thia morning and get in 
with him. I oan t alk 1n oon!idenoe With him about our 
oonverea t1on. 

touch 

H. M.Jr: Juet 80 you get a timetable: the President ie 
leaving, in oon!idenoe, lea ving Friday night to go to Hyde 
Park. I was planni ng to go away &leo, and Deoorat lon Day i e 
on the JOth. 

Dough ton: '!'hat 1 s next Tueeday • 
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H.H.Jr: 
th11 FridAy 1 

or Hay. 

So that 
then the 

- ~- 279 

would mean it they were not ready tor me 
firet day I could come would be the 31et 

Doughten : That w~uld be Vednesda'/, day a week. 

H. H.Jr: Bo it's either t his Frid•'l ~ or a week from t oday. 

Dou~on: Well , a week troo today-- oan•t tell this rar 
off. I nlt 'fOur understanding ie, t he kind or pro 1e 
1! we fet out the Townsend Bill to have it up by ve~dey ' 
but I on't know whether t hey will oome up. No reason why' you 
can't come up in t he forenoon. 

H.H.Jr: Per sonally, I would like t o get thle ott my cheat. 
'lb1e ie iliik1ng me s ick. ReallJ, I ao getting sick. 

Douihton: It i t makes 70u eiok, don't think it doesn' t 
make ua etinitelJ sick . On our minde, on our door step all 
the time. 

H. l·\ . Jr: But I feel this way. You are Chairman of the 
committee and everybody else 1a talking about somebody else's 
plan except what the Chairman has t o say. 

Doughten: That's t he difficulty about a sub-committee. 
You oan1t hardly get along without one and when you get one, 
the. t , in a measure, ties your handlll beoauae you have to get 
along w1 th t hem, otherwise you have mutiny in 'fOur own cSJJP. 
Can' t do t hat. Above all t hi ngs I have r ealized t he necessity 
ot getting along with my coc:n1ttee aembere or don't get any­
where it 'fOU don 1 t. I know a lot ot eub-Ohair.nen on the lUll 
a.nd they don• t get very rar and' don't get aloll8 very well 
because they don 't have teaowork with their ooQQlttee . 

Ranee: Did you give any ooneiderat ion to the suggest ion 
I made ,. .. terday'P 

R.H.Jr: What John Ranes said, he thought if and when I 
came up that it you gentlemen, at t er you have beard me , would 
then Juet adJourn 80 that we cannot get into a oa t and dog 
f i ght before t he committee . He can tell it hi mself. 

Hanes: Bay, tor instance, if he came up FridaY at eleven 
o 'clock and makes a stat ement and you announce i mmedia tely 
that t he committee will go into executive session, or the sub­
commit t ee, Whichever you see fit, and t ben bring all your 
atatt and vork out a program vith the eub- oocaittee and t hen 
call t he main commit t ee back and cooplete heari ngs, haVing 
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all agreed betore baDd tha"t ~h h What 
preeent, eooeth1ng that the .ub-committeew: are SOlD! to 
a,-mpath:r with and acreed upo d aa entlrel:r 1D 
it tor bear1nre and close itn~P~n v~!~: {~will ~eaent 
I don't ~ink the hearing• would laat 1110re ;~r:r ong. 
of days. a couple 

Doughten : I hope not, You mean cloaed bearings betore 
be 1a questioned b:r aembere of the comm1tteet It did 
he wou~d haYe to come back. Tbe Republ1oana will !:; at ' 
once, Ve want an opportunit:r t o ask acme quertiona. • 

Hanes: '!'hat ' • What he vaa tr;rlng to a•otd. 

Douf!bton: I don 1 t bell eYe :rou can. 

280 

B.M. Jr: On aeoond thougllt I gueu the Cha1.-n u right 
I wil l haYe to eit there and take it. !be laet t1ae on • 
Social Security the:r vere Yer:r n.1ce. Nobod7 asked me an:r 
questions. 

Do~ton: Another th1ng,on Jere' s mind, kind of a 
in h1a path, and tha t is :rou come down and there hae not oe•en·~ 
complete agreement reached between :rou and the President. 
Some Republ ican will ask it :rou represent, if those are the 
vie>ll ot t he President. Juet want to gin you the warning. 
Jere t h1nlte ~e:r wi ll. 

H. M.Jr: You're right - - :rou•re right. Vhat I vould l i ke 
to do -- I gaYe :rou my statement about tvo or three veeka ago 
and I haYe -de aoae alight ohangee in 1t since then. I ap­
preciate the tact that nobod:r even knove :rou haYe that cop;r. 

Doyf!bton: I don ' t . Jtnov but What the aub-cosaltte•e•~:!~!~ 
vork oui -- '"! aa sure t he:r will want t o talk v1 tb :rou 'll 
the:r r each an:r t1nal eonelua1on but I am of the op1D1on trooo 
vhat I haYe heard, 1 t von 1 t be exactl:r t he course the Presi­
dent vanta to puraue, but I don't bel1eYe be vill oppose it 
vheneYer we tell b1m vbat we want. EXtana1cn ot taxea, t hat•e 
one worr;r. In the tiret nlace ve v1ll b&•e a rov 1n cur coa­
mlttee and then 1n t he Bouse; next place vhen 1t gate onr 1D 
the Senate the:r take it up the t1rat time and th87 vill put 
on and make theae change& and they will take credit tor it. 
lte vlll be plaoed in an embarraeaing aituatlon • . I t hink the 
President 1• willing, trom vhat I haYe heard hi m aa:r, that he 
ie v1ll1ng to go along with about vhat ve oan agree on. 

H.M.Jr: I th1nlt eo. Would :rou like •• to read th1e 
thing to ;rout s top me an:r place. Vhat I tried to dO, Bob, 
18 th1e: I tr1e4 to ~· thlS atatement eo new-4ea1U h t hat 

• 
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the Pree1dant or an:rbod:r oloee to .him 0 • t 
&n:rthi ng in thAt thAt the moat llberal e.n ea:r there U 
ever .he oomee from or whatever wing he ~=~oorati from where­
admi t this 1e ta1r and there ia nothing ino~ga ~,dbut can' t 
bel ieve in. I am wi lli ng tc rise or fall on8~i o~•t 
bodf who 1a fair , I don't care how extreme left ~ea~s ~:r­
don t think there 1a anything in here t hat he 0 n i't 
finger at . 

11 po n a 

D?u~ton: It t here ia, let hi m point. In my Judgment 
we can t et t he extreoe left or extreme right rule us. We 
tr:r to pleale them all but ve have to de as beat we oan. 

R.M.Jr: But a t the same time there is nothing in here 
that I, ae a liberal, can't stand tor publiol:r and sa:r. Vent 
over it again and looking at t he Preaident •s speech this is aa 
ta.r a a I oan go and still have ao~:~ething to aa:r . . 
The beginning ia the same. 

(Secretary began reading from paae 7 ot his statement 
aa f ollows: 

"Thus tar I have talked about two fiooal matter s of ~ 
great importance. Let me turn now to mere epecitio questions 
ot Federal taxation. 

I desire first to reiterate two tax recommendations wb1oh 
the President baa already made and various suggestions which 
the Treaaur:r baa previously presented: 

1. In hie Budget Message ot January 3, 1939, the President 
reooamended that Congress extend the miecellaneoua internal 
revenue taxes vb1ch under exis ting law Will expire next June 
and Jul:r , and to maintain the current ra te& of thoee tues vtUoh 
otherwise would be reduced in June.• 

R.M.Jr: No argu:tent about that. 

(Seoretar:r r esumed reading ea tallows: ') 

1 2. In his message or January 19, 1939, the President 
recommended legislation making all government salaries here -
attar earned and interest on all government securities here­
after 1aeued subject to Federal and state i nco.e t ax lava. 
Thnt part ot this recommendation dealing w1tb government 
salaries, I am pleased to note, hae alread:r been incorporated 
into lav. • 
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Do~hton: Mille Juaped on thnt d 
did not eileve in t hat __ no it a~ __ eaid the President 
J di i c itt ' wae ~·1 Michener-- and tho 

u c ar7 cmm ee would probably take steps on th t d 
was underatood tbe PreSident had called ~ t ott. a an it 

(8ecretar7 res~ed reading as follows:) 

"3· In my etatement of Karch 2~, 1939, I presented tor 
your consideration four alternative rate plana tor old-age 
insurance contributions duri ng the next t hr ee years .• 

R.K.Jr: Number f our. Thie ia new. 

(Resumed reading:) 

·~. Duri ng bearings before tbie Co~~i ttee in 1937 and 
193g representatives or the Treaeur7 Departoent brought to 
your a ttention several changes in the tax l aws upon which Con­
grese baa not yet acted. or these the princi pal ones are (a) 
curtailment ot excessive deduction& now allowed tor depletion 
or o~l and gas wells and certain minea, (b ) elimination or t he 
preferred income tax statue enJored by residents of the eight 
community property states and (c) integra tion ot t he estate 
nnd git't taxes. • 

H . t~ .Jr: Tboee are three t hings which we did bring to your 
a ttenhon in 1937 and 19JS. Noth ing new about tha t. 

Dcughton: No action on t hose end probably not t his session. 
I t ie controversial and vill take too much t ime. 

(Secretary resumed reading ae follows:) 

•Even though a comnrehenalve revision or t he tax structure 
a~ not be feasible at tbis session or Congreaa that fact, ln 
ny ooin1on abould not restrain 70ur Committee trom giving 
aerioue attention at this time t o reoovi nf tron tbe t ax lave 
any manifest inequiti es or other detects. 

R M Jr• Nov all I am doing , I am simply saying I ac re­
viewing .. tbe ·things whi ch have been aoooiDplUbed. Simply say 
ln 1937 we brought theee to your attention. 

"Even though a comprehensive r sviai on of tbe tax.struct ure 
moy not be feasi ble at t his session ot Congreea •• •• .• 

I 'd like to make t he suggestion 
Dougb,ton: Pardon me. ... • bt.blv will 

instead 01 •aa1 not be feasible" it ahoul4 ~ pro • 
not be teaeible•. 
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H. M.Jr: You would rather have that? 

Dou~ton: I believe I would 
going in~ any gener al revision ·I Understand, we are not 
think it would sotten t hat a li• would lay "probably". I 
the interenoe you t hought w~ wo~i~e.b Yto'Pu aeo you might leave ' u robablt would not. 

li!a!!= That auita me all right I t hinlt i t 
Just aa good. • would sound 

Doughten: Hov about gram:nar 1, b 
11t probably v111 not be te•s.ibl.ay et ti t would be better to 

a e a hla time•. eay, 

thi s 
~~H~;r!tt~~tl~~,obJect to my sayi ng the Treasury brought 

Dou~ton: Ro , no. 
approprla e . 

I am glad to say t hat. I think it ie 

H. M.Jr: They are t here and that's all. 

Daughton: You don't ask us to t ake it up. 
have not been aoted on. 

You say they 

H.M. Jr: We Just say this ia unt1nishod business. It does 
this, tha t some tallow trom the lett wing can't aay ••.•.. 

Doughten: •••••• Can't say the President has retreated. A 
fellow on the other side can' t say t hat. 

E!n!!: Can't say it's anything new. 

H.H. Jr: Just an inventory. 

Doughten: ~a com3Unity property buaineaa is ao t horny 
that you can ' t help but step on t hor ns . 

.. 

R.\l ,Jr: But t he purpose ia Juat that we are not retreating . 

{Secretary resumed reading as tollows:) 

0 Betore apeoity1ng t he t ax provi sions whloh I believe 
deaorvo your special attention a t this time I w1ah to emphaai~e 
the importance or mai ntaining the preeent revenue in any tax 
ravi aione whlch may be made. We muet not torget that one ot 
the important objectives ot our t1soal program ia to approach 
a balance between revenues and expenditures. For t h1e reason 
any tax reduot1one must be ottset b7 tax increases elsewhere. 
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It tax revision were conf ined to 
uncertainty aa t o our f uture tis !!x reductions the r esulting 
not help busines s . we should ta~ position would LnJure and 
may in t erpret as movi ng away tromet~o abtap vh1oh the public 
budget .• eo Joct1ve or a balanced 

H. M.Jr: Tb1a isn ' t new. 
1t sound all r i ght t o you' 

Thi s vae all 1n the other. Does 

Doughten: Sounds all right t 
i n the direction to make it 0 me and hope we can move 
quit talking about it, one . manifest. Better do socet~ng or 

(Secretary resumed readi.ng 8& tollowa: ) 

"In dlaoussi ng the elements or reatures or the tax eyet em 
which you may wieh t o reexe:aine, I should like to olasslty 
thea~ r oughly int o t hree groupe. • 

H. M.Jr: That certainly ia polite, "Vhioh you may wish to 
reexamine• . 

Doughten: That ' s all right. As good 80 you can make it • ., 

(Secret ary resumed r eading: ) 

"Tho tirst group i ncl udes teaturea Vhioh have been oharao­
t orited ae l i kely t o hinder buainaeo expansion and investoent. 

One auoh teature ia the absence or provisi on in our in­
come tax lava tor carryi ng over net buaineae loaaea to be 
deducted f rom business profits or future years. !he profits 
or loaaea or each year are considered without reference to 
those or any other year . In consequence a busi ness with al t er­
nating prof it and loss nov pays higher taxes over a period ot 
year a than does a business vi t h a table prot1 ta although t he 
a ve rage income ot the t wo tiraa Q&'f be equal. New enterprises 
and the capi t al goods 1ndustr1ea are especially subJect to vide 
tluotuat1ona in earnings. • 

H.![ . J r : I understand the President 1G tor that. He has 
told me ao . 

That' s carry- over losses. Di dn ' t he , the morn-
i ng t here -- I think he suggested the only obs t acle 
in that path, that we would at t ecpt t o carry it too rar -­
tour more yeare . That' s t he thing we have to hedge against . 
Ml ght result in great lees ot revenue. 
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H.M.Jr: In England t hey find t hat it is moat eft ici t 
have It ror s ix years , but it you don't want it you can ~~it~ 
it, but ot all the suggestions t hat have been made 1 th~nk ou e 
this is the moat important. • 

Dou~hton: In the first place it won 't reoult in grea t er 
revenue ~n we could make up elsewher e and it will be apnre­
ciated by business. Business wants de t errent taxes removed 
but i t's somebody' a headache to impose others and maybe 1n 
i mpos ing others you cake it worse than the other s . Have to 
watch t hat When you try to appease businoee, Jere coooer 
tries to lteep harping on our last tax blll -- t ax r evision re­
sults in t he interest or business. I thought business vas 
pretty well pleased . Even members ot t he Cbaaber of Coaaerce 
were tickled t o death we did ae much ae we could, t hat we cut 
the undistri buted profits t ax down to a :ere skeleton, but I 
thought they were pret ty well pleased. wbat we want thee to 
do again, we vent t hem to ehov appreciation because it they 
just ltoep oritioi z1ng, no incentive to even try to appease 
t boc. What I want to say, wha t we do there, that t hey vant 
it done an~ t hat they will accept it ae a step i n the way of 
removing deterrents to t heir business. In proViding tor 
carrying over ot losses increase corporation taxes, raise money , 
slsewhore. Ie tha t goi ng to ottset with them all benefits we 
get trom giving t hem permission to carry over those losses? 

Hanes : It won't please some people , Uncle Bob, because 
you o~pleaae oome people. If you give them the earth -­
eooe people are going to coopl llin but by tar t he largest 
Dll jority, I should say, that that suggestion hae been e sug­
ges tion Dade by every business organi~ation in t he United States. 

Douftcn: It t hey oarry along vUh the underst~ng th~<t 
tha t mua bo made up out or corporation t axes and ve • ould be 
villing to do it •••••• 

Hanee· That' s right. There ia one t ype of coryoretion 
t hat you h~ve i n your district that nev~ ~as h~~ ~~=~n!!~ce 
1873· Never a red ink figure in t heir 0 8

' I 1 don , t th1nk 
carry-over will not have any etteot on t hem. 1 
ve can write our t ax lave so aa,,toitp~e;~:t:~eh:!"su~t~~d . 
community when t he rest of t he un e 

t t c ureo I Just mean it 
Dou~ton: \1/e can't do ~~a • t~ th~ lno~ease tha t would be 

there wo d be ge neral obJec on from the carry- over lose. 
neoeaaary to take care of losses 

t bo objection trom the fellow 
is goi ng ~ and t herefore has no capital Hanea: There 

Who nevor deale in 
profit but oap1tal 

~~~!t~ ~oei~le procedure. Vhat ' s goi ng 
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to happen to that fellow! I ncidentally, he never pays any 
undistributed prot1ta tax because your oonet1tuent alvaya 
paye out loo,% or h1a earnings, as high a£ 125~. that's the 
Reynolds Tobacco Company. They have a reserve. The lav t hat 
vas written vas to catch that type ot tellov Vho vas saving 
and hoarding. The;r have been acting in accordance '-"i th the 
l aw, t herefore. They haven ' t paid any undistributed profits 
t ax, haven 1 t needed the carry-over, None of thla thing 1s 
goi ng t o a ppeal to them because t hey are going t o have to pay 
a 11 ttl e more tax. He said that to me. I aa1d, 1It you are 
no t patr1ot1c enough' -- my family 1a concerned in this; it ia 
bi gges t otockholdere 1n that industry, oe you ~ov -- 1 If you 
are not patr1ot1c enough to pay, in order t o get the bue1nesa 
of thi s country back on ita teet When everyone has agreed t hle 
i a a necessary 1tem, then you are a bum citizen.• 

Doughten: He's a pretty fair--minded per eon -- a broad­
v1Bioned ~:~an. 

Hanes: He vas all right. He said none or t hese th ings 
help ua a bit. 

Dougbton: But 1r it helps business gener ally, by heck, ' 
i t indirectly helps h1m. 

Hanea: It v1ll coat h1m about $450, 000 a year. 

Doughten: If there vas no correspondi ng benefit to 
accrue .. . ... . 

Hanes: or course, 1f bu~~neae~;·t~~~ ~:r~;:x-bi~~eia 
Secretary is not trying to te any 8 t lie say thlo 
goi ng to make business good ln t~e Un~:~ t~~8 e~vern::tent oauat 
18 jus t one pOint 1n the many nge 
do t o try t o help bualneaa. 

th should get out or their 
Dou~ton: Paychologlcally, ey tten there t hat 

minds th~ vblch eeeaa almos t b1n1de~01b~~~~;., , we v~t to 
t his Administration 1a inevooa e 
r emove that . 

I changed thl s because I 
H. H.Jr: This next statement - - wa it would be accept-

vas told that it I did change ittthi si ~ve ~T1tten lt the vay 
able to the President, and t here ore 
I have . 

d1 an tollova: ) (Secretary res~ed r ea ng 
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1 Aa a second exa~le, I should alae like to mention the 
queationa ot tax-exempt aecuritiea and surtax rates in the 
higher brackets. These two queat lone should be considered t o­
gether. Tax exemption ot securities 11 highly inequi table and 
tenda to nullity our pr ogressive surt ax ratea. Moat per sona 
subject to t he high surtaxea have aitable holdings or govern­
mental oaouritiea which yield them an income tree from Federal 
income t axation, while other persona entirely escape t he hi gh 
surt axes in t hi s manner. Tax exempti on also operates as a 
magne t which pulle persona subjec t to high inooae t axes away 
rrom investments in priva te bueineaa. We should by all means 
pass legisla tion to make it i mpooalble in the !uture tc issue 
any more tax-exettpt securities. 

This having been accomplished t1ret, it would then be 
t a.1r and l ogical t o reexami ne t he quution ot whether the 
present surtax rates on ver y large incomes may not be eo high 
that t hey discourage the liolted number o! i ndividuals subJect 
to them trom taking normal business r18ka. • 

Doughten: That• a t he matter va dieoueaed the other day. 

H. H.Jr: I know. 

Dou~ton: In our sub-committee meeting . I mentioned t hat 
we probe y would not get needed chnngoe i n individual income 
t ax laws . I was hop i ng tor t he day tha t we could do something 
ebout hi gh surt axes in the higher braoketa, unreasonabl e end 
punitive , and John McCormack reached over and said he wanted to 
shake banda on that , but in our dieGuaeion we t hought 1t we 
got 1nto that we would be her e all aw:u:ter . We would have to 
go over t he whole nersonal income t ax provisions end beUer 
not t ake that up t his time but could oo1U up when we take up 
the matter ot tax-exem?te. 

H. li . J r: Do you 11l<e it? 

Dougbton: I l ike it. I want to ~oa1~:~ :o~da:~~te!~rrible 
drive going to be made here trom munio P e 
don't know whether you will get t hat through. 

Hnnoa: Ver y doubtful lf youghge~h~tH~~~~~gh the Senate. 
I dou0f11 you Gould get 1 t tbr ou . 

it I Sai d it thiB way 1t would please 
H. ll . J r: I n o told. 

the Pree1a:ent. 

Hanea: 
about that. 

I think you are vert clever. 
!lobody can co~laln 
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H,M,Jr : And the fellow ln tb b 
ques tion or which comes first th 8 hi1Sher surtaxes -- it'• a 

• a c cken or the egg. 

Hanes: Even t he , 08t reoaloitra t 
about~. I think that anevere botnb haidYe not complained • ee, BeautifUl. 

Doughten: Hamil t on Flab 8 i d h • 
them aii. I woUld leaYe it ln ~hat :ru:p!~ favor of removing 

H. lt.Jr: 4 t least these fallov8 can't say • •••.• 

Dout;ton: • • •••• t hat you aide-etepped 1 t Looks Ulte he 
burned t e midnight on on that . ' 

H. M.Jr: What I a:n trying to do, Bob , ie this, you take 
the prasentatio~ or t hose two thlnga, anybody vho is ta.ir baa 
got to say that a the anever and this thing that the President 
suggested ie reducing it 1~ a year tor ten years . It I vent 
up there they would Just laugh me out of t he halls of Congreee 
but nobody i s going t o laugh at me en this. 

~: They can't. Very clever. 

(Secretary resumed reading aa follows:) 

"In a second group are features ot cur tax system which 
have bean referred to ae •tax irritants• . As an example I 
woUld mention t he undistributed profits tax. In its nreaent 
form, this tax is unimportant and doee not accomplish. the 
obJectiTe or the orig1nal proposal. '!'be tax produce a l1 ttle 
revenue and baa little effect on bua1neu. It bas acqu1red 
proainence ae a peychological irritant , largely because or 
the vide8pread and emotional c~it1bi811 Vbloh baa been directed 
against it. The end which the law aougbt to attain vaa to 
preTent t he retention a.nd acoumulation or earnlnge by corpora­
tiona fro" being uaed to avoid t he peraon&l income tax. 'fhla 
18 sti ll an important, and t o my aind, a sound obJec t iYe. The 
lav in 1ta present form does not attain it. Since the 1ncooe 
tax on corporations, of vb1oh the undistributed protita tax ie 
a minor aegment exoires by i ts own terme at the end of tbla 
year, your Ooaunittee shOuld deal with thle problem. The 
Treasury, or course, stands ready to work with you on it.• 

H. M.Jr: ~nat I am doing is simply eaying here it doesn't 
amount to anything· people bally booed 1 t. But I am suggest­
ing tha t the committee deal with 1t. I am not saying what 
they ehould do. No recommendation to mate but I say here 
1 t 11 • • ••. • • 
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Do!!ftton: It the Preelde 
welcome • It there is one t~t doee no t obJect to it, we 
it waa rete1n a t least a shred ing he's been extreme about 
retain a t leaat a shred ot i t , ' He says tor goodness sake 

H, J.t, J r : But, Bob look vh t 
Hondoy night he said, ~Make me ~5 he sai d !(onday night. 

million someWhere else. • 

Doughten: It you want t o do it I will not obJect. 

H . J~.Jr: I don• t go as tar 88 h d 
1a sooethlng we have to deal with th~s oes . I simply say year, 

this 

Doughten: Ot course it's t 
I t' s not goi ng t o hurt mu~h to kno worth~ tight either way. 
order to reaove orit1oiam I t hi::;Pir/et 1t go either. In 
I agree with the t undaoental soundness !tw~!~ to let it go out. 

R.!!.Jr: Ie it all right leaVing this' 

Roughton: That's all right. Fine ae could be . 
1t right i n t he l aps ot the committee. 

H. M.Jr: You have it I 

Leaves 

Doughten: I am wi lling to aee it go out. They are going 
to ear you are acknowledgi ng your mistake and we told you eo. 
I don t care what they say. We want to do right . I think 
that will remove one ot t he oritioiams o! business and 
obJections. ' 

P. . H.Jr: (Resw:led reading ns tollows:) 

1 Another elt&lllple 18 tound in the capi tal a took tax ami 
the related exoeea profits tax, enact ed i n 1932. Under the 
preoent law t he capital stock tax ia baaed upon a declared 
oa!)i tal etoclt value which the t axpayer u:r rev1ee even three 
:rear a. 'l'he declared value aa:r be any t1gure the t the taxpayer 
desired to submit regardless ot t he actual value o! the stock. 
The exoeoe pro!ita tax applies to protita in excess o! 10 per­
cent ot suoh a declared value. The t axes a re thus not r eally 
taxes on t he value o! capital stock or on excessive pro!its. 
Their maJor detect is that they operate very erratically. The 
tax liability they impose depends on t he taxpayer ' s ability to 
torecaet pro!ita tor t he next thr ee year& as well as upon the 
amount ot protita act ually realized during each ot the three 
yeara. r orecaat a or earnings are partioularl:r d1! t1cult t o 
make 1n t he case o! nev buaineaaes and thoae with unstable 
inoomee auob aa the capital goods induatriee with the result 
that taxea 1mpoaed on such bue1neaaea are a t times inordi nately 
high, I 

... 
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H, M.Jr: 
commendation. 

I am Just stating it I 
Just bringing it to' am not making any re-

:rour a ttention. 

Doughten: It's obvtoua in my 1 d th 
it and under the present condition ~fnthe ~t you oan•t repeal 
lt you have to get a corporation tax 80 hlg~e~he~ty if you repeal revenue . •• . .. 

H,H. Jr: Under this thing! thlnk the second 
to as tax irritants and t his ia one or them .~1 hgrioup rreterred 

tax i it t J • u o s re erred to 
aa a rr an • ust listing; making no reco~endation. 

Dougbton: I have always believed that corporations ahould 
~ay some t ax for t he pr i vilege or doing bualneea. Even it I 
bel i eve in 1t, we could not do it. now. 

H.M.Jr: I am not suggoating. All I have done is name it 
and doeoribod it, that's all , Then I say there is a third group: 

(Resumes reading :) 

"There i a e th ird category or tax problems now bei ng wldety 
diqoueeed which raises questions of t ax equity. The Treasury 
baa already worked on those problems and, ir your Commi ttee de- , 
sires, our staff could continue these studies in collabora tion 
wi th t he Committee, possibly with a view t o aotion a t a later 
sesoion. 

An example i s the double taxation or corporate dividends 
paid to i ndividuals. Under t he present law corporations pay t he 
normal corporate tax on the<..r earnings . When these earnings are 
distributed to the individual stockholder t hey are subJect to 
bot h t he 'indl vidual normal tax and to t he aw-t a.x. • 

Doughten: So: e ground tor oOQPlaint that it'a double taxa­
tion, but we have to have some money. 

Ranoa: The Treasury baa taken t ho stand or being opposed to 
normal tax on dividends because it puta tho little stockholder 
in t he vory high bracket class. It you get the undis tributed 
profits tax and another corporation t nx, Whioh was t he ori ginal 
sugge~tion then it 1s perreotly fair that they should pay a tax 
on it but ' the Treasury's position, hie position there is Just 
follo~ing what the Treasury's position has been slnoe we have 
been here . 

Daughton: How much lose would bo sustained 1f that change 

were madet 
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Hanee: $100,000, 000. You can ak 
normA~ from ~ to 5 percent m e it up by increasi ng the 
loes if you wanted to do it He ' ~~t would Juet about orrset the 
taking a oonei etent Poeitio~ wtth who~ ~usgeeting it. ge•e Just 
and just calling attention to i t aa·: e iae taken right along 
might be explored a nd taken un at • lntequ ty oituation which 

• ~ a er &e88ion. 

Dou~ton : Normal tax ~ to 5 percent and then 
1ndiv1du received would not be subj~ot to t~-t 5 dividends an ..... percent? 

'lanes: 
surta~ 

Not subject t o t~e normal; subject to all the 

Doughten: Get your poi nt . That might work but 
again into the field ot individual inoooe . Vben you 
you have a sumaer•s work. 

t hat gets 
start t hat 

H. l' . J r: And I an not giving proe or cons. Just na.m.l.ng tbeo. 

(Secretary resumes reading ae roll owe:) 

"Another exanple is t he limita tion nov placed on the '''"'''~ ' 
ot corporation capital losses. Under the preoent law e n excess 
of corporate capital losses over capital gains oan be deduct ed 
from ordinary i ncome only to the ext ent or $2, 000. • 

H . I~ .Jr: Just bringing it to the attenti on. !low I go in on 
the revenue aide. I t' s j ust a rearrangement, but I thi nk it le 
more palatabl e. I don't see hpw the Preoidont con obJect to any­
t hi ng I say. What I can't get t hrough my head ls t his: Here we 
are wanting to hel p business. We want t he President and you to 
get the credit. Why in heaven's name he wants t o slay this t hing 
instead or onying, •s enry, good boy, go on up, t r\B is great 
:;>ol1 t1os. 'l'h1& will help us next year. 'l'h1& is swell for the 
ce.apaign in 1940. • I swear, I can't explain. !here oust be 
somet hing t he matter Vith either tho President or ce . 

... 

Doughten: You have thought thi s out. 

(H . I! . Jr resumed reading as follows:) 

"In the considerati on or many or the posoible t ax changes 
Just mentioned, it is essential to bear in mind that their 
adoption would resul t in a reduction 1n t he revenue-producing 
oanaoity ot tho tax system. I have a lready emphasized t he 1m­
~ortanoo or not permitting the r evenue-producing power of the 
t ax syst em to be reduced a t this t ice. Accordingly, vith t he 
adoption of any ot the above measures invol ving l oes of revenue 
there 8hould be assoc i ated revenue-producing re~sions . Although 
t his problem is difficult , it is one that must be raced: ~e 
taxes resorted t o tor replacing any lost revenu~s shoulc ha e 
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the leaot harmful etteots on b 
to greater equity. I suggest ~~in~e~1and ehould contri bute 

e o owing three possibilities:• 

H. JI . Jr: Where I ditter 1s I d , 
ott the corporations you have to ~n t say it you put a dollar 
to Congress. pu a dollar baclt. I leave it 

l!anes: 
intact . 

You eay the revenue system ou~~t to be .,.. cal.ntalned 

get 

H. M.Jr: 

That' s one t hing tor you and t ho President to 
on. 

I know. 

Dough ton: I t hink that our co=l. ttee will go alon unless 
you agree on something else on the basis, obJective in !tnd 
to make up the lose euetained by changes in the co retion'tax 
That vas pretty well understood the other day in o~d1ecuaa1on : 

H.M.Jr: I am not sayi ng you should or shouldn ' t. I am 
being neutral. All I am saying, if you lose a dollar I want 
to gain a dollar, but I am not saying how. But I am saying 
three ditterent kinde ot taxes , you take your choice. 

Doughten: I get that. 

(Secretary reeucad reading:) 

1 1 . The corporation income tax rate could be 1ncreaeed, 
With due allowance tor corporations with e:all incoces. 

you 

2. A second possible source ot additional revenue is t he 
indivi dual incoce tax. There is merit to the suggestion tl!at 
the rates on incomes between the $7500 and $75,000 levels could 
be increased without i nequity or material deterrent etfects . 
Furt hermore, to promote wholesome tax consciousness and good 
oiti~enship, the personal and tam11Y exemptions mi ght well be 
decreased. At the present time only about 3, 000, 000 persons 
pay income taxes. It t he exemption tor individuals were de­
creased trom $1,000 to tgoo and the exemption tor carried 
couple s decreased trom $2,500 to $2, 000, it ie estimated that 
an additional 1,500, 000 per sons would be eubJect to t he income 
tax. • 

Doughten: Only one dit!lculty·I aee about tha t . You say 
it 1t ia done. You don't recommend. You call attent i on to 1t. 
The ohances are that the newspapers will co=e in and say t hat 
you have recommended that that be done. 

Regraded Unclassified



- 18 -

ram 
H,M.Jr: All ot these. I know. 
the only fellow Who haa to take i~~ll, auppoeing they do. 

Dou~ton: They would aa 
not done t. I don ' t object roy~u had recommended and we had 
that possibility; t hat t hat 's whatt.thi am Just pointing to ey will do , 

H .I~. Jr: Does this recommendation bother you? 

Doughten: It is not exactly a reoommenda 
reartU! is that the newspapers will plav lt tion. What I am , up in that way. 

H .~ .Jr: What I aay ia, 1 I suggest t he toll 
poeaiblllt1ea. 1 You can throw all three in th o:ng three 
:re just possibilities. Supposing the newapap:r! wo~~·a !hey 
Y.orgenthau reooamends the following three. • 

81
' 

Doughton: Then they will just aay Congrees 
recommendations ot the Secretary. That is not a 
there . 

H.~• .Jr: You don't like it that way? 

ignored the 
reoo=ends.tion 

Dou~ton: I don't say I don't like it, but it looks to 
me thatat is where you are going to be misrepresented. In 
place ot being in disagreement, I am tearful they will say you 
have recommended ••••.•• 

H. H.Jr: \lould you rather I did not point to any meane ot 
get ting more money? 

Do~bton: I wish you vo uld 1t you r eooonend it. I 811 

atra.ide ooa=ittee will say you haven't been much help to 
lie knew all that before but we want soae suggestions, where the 
shoe pi nohee at least and the Secretary has not given us any. 

H.I'.Jr: It it get s down to that I am not giving how llluch 
thla prograo will cost e.nd 1! you figure up, it will cost 
$150, 000, 000 to do what I suggest. 

Dougpton: I think somewhere either in public and on the 
record, or in private ott the record, that committee would like 
to have rrom you a suggestion, your suggestion, as to Just how 
many and which or these corooration t axes ohould be removed or 
reduced and just where revenue be obtained to make it up. 

HM. Jr: May I beg t o dltfer with you' 

Doughten: You betcha. 

.. 
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H. l4 . J r: I think 1 t wo ld b 
they sald, ' Morgenthau ~aa ae'Da great miat&ke • rograa. • 

Dought en: ProbablT would. 

294 

1! I came up 

H. H.Jr: And have 1t th ' M 
~!orgenthau-Hanee program• e a orgenthau prograa•. or the 
what I've been trTing to ge~r rreasury. Pereonally , t hat's 
Pr esi dent wants me to get awa~w~~o~:Oa and that's what the 

Doughten: Then the question 1s what 
your coming. is the object ot 

H.M. J r : I t is to give you 1 t 1on and to 'DOi nt the way that t~en~ emen a revi ew ot the situa-
helpt ul to get bus1neee going Ne r~~eury thinks 1t would be 
flat s tatement in t he t1 • ow, I came up and made a 
the President . ' rat place it would be irrit&tlng to 

Dought en: ;ou notice my euggeetion 1a a double-barrel ed 

~~=~ n~~ ~~ud~~nb!td~ ~~ ~~i~~es!at~ment, which I think it ia 
t he record, on t he eide. We will n~d ~~=~-help trom you orr 

H.M. J r : We will give you all of tha t . 

Dou~ton: I have it pretty well 1n mind t h i t 
lie coUld eal with you auocesetully. -- e po n 

8
" 

H.I! .Jr : And before I go up there I would Uhe to have a 
dreee rehearsal w1 th eome or your boye an,way. 

Doughten: That's 'What we ought to do. 

H. !!.J r : lie could start a t eigh t o'cl ock in the ttorning. 

(Secret ary resume' reading:) 

' The rat es imposed on small incomes could be low with perhaps 
a small m1n1mum tax. Even though the tax imposed on small in­
conea were or l i ttle iaportance rron t he revenue point or view, 
the tax would constitute a valuable instrunent tor making a 
larger group or our oi t1 &ens directly aware or t he Federal t ax 
problem. 

3· Est ate and gitt taxes could be increased. Although 
high rates are applied t o extremely lar ge eatatea t he greet 
majori ty or t he estates pay litt le or no t ax. The exettpt1on 
nnd the insurance allowance oould be reduced end r a t es in the 
lower a nd mi ddle braoketo could be 1ncreaeed. Furthermore, ae 
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previously suggested considera tion oight well be gi ven to the 
possibility or combi ni ng the estate and gift taxes in to one 
consol i dated tax. At the present time a per son wlth a large 
volume or property who is in poai t i on to give much ot i t a>~ay 
during lite can reduce h!s total tax far below that whl oh must 
be paid on the estate of a person >tho is not in n~sition to 
gi ve away his property during lite.• · 

!l. !-' .Jr: Tha t was all in t here betoro , I think. 

Dougtton: Right ! In t hat oonnection our friend !ten ::orris 
wee up here sometime ago and sweating blood about e&t ete and 
gift truces . He sai d that was one ot the gr eates t deterrents 
to business tor a person who wants to invest •oney en' go on 
exy~~ding the business, they are the once wco are getting ready 
to die , so what• a the use. What's t he use or going ahead and 
osalting money. The Governoent will take it away anyway. He 
eni d that's one or the biggest deterrents. 

:r . !I.Jr: It ~re e.re going to spend nine or ten oilllon and 
not go bankrupt we have to r ai se it some place end not look tor 
tax deterrents after t he fellott is dead. 

Doughton: I j ust mentioned that . 

H. •: . Jr : In 1 9)7- 3S we recommen,led on the eotate e nd gift 
taxon oo t her e is nothing nel< in thU. 

(Resumed reading: ) 

"In connection Wi t h all of the oatt ora I have oentioned i 
d 8 usual to rurnieh rurthr r i3forost o~ 

the Treasury is prepare a t the extent t~ • t you desi re.• 
and will be happy t o work With you o . -~ 

H I• J u this is Juat the closing . • ' · r: .. ow • 

(Rosuoed read ing: ) 
d t r t he mos t ~t confi ned 

"The eubjects I have discusae t:~o ~ do not consider them 
to 8 limited se~ent of t he tax sys r 'tax revision. Such a 
r c conntituting an ade~uate program 0 lon continued s tudy and 
program oen bo developed only throu~ed tg ohllllging eondi t i ons. 
it cannot be statio but must ~~ fd~~deral taxation should develop 
But the general l i nea along " 0 1 ar lie ough t to i ncrease 
ln the f uture appear to be quite o;~ o~n be oadc t o ul<e e.coount 
the part played by direct taxes t~ individuals t o auoooae Govern­
of differences 1n the abi l ities o d avor eventually to minlmi~e 
mont. '!'hie oeans that we should enn~ other cooood1ty texa• Whi oh 
the use or manufacturers' excloes 8 
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tend to be shifted directly to con 
burden aa tar ae practical to t eumere, transferring the 
estate and gift taxes. Such re~• lndlvldual lnoome tax and the 
ation of Federal with state and i~~:~ut:~~~~o~~~111tate eoordin-

H.l!.Jr: 'l'hie is the very end ot 1t. 

(Resumed r eading:) 

•In conclusion, permit me to aay that one ot the maJor 
teaks we have before us ie to do everything we can to nromote 
lasting buaineae recovery. Vith thie still upperooet in my mind 
I would like to repeat now with the saae deep conviction what I 
&aid in November, 1937: "The basic need today ie to foster the 
tull a~plication of the driving force of private capital Ve 
want to aee capital go into the productive channels or ~ivate 
industry. Ve ~ant to see private bueineea e~d.• · 

Doughten: I think that's fine-- it's all right . Unless 
you are Willing or he thou~t it odvieable to make more concrete 
recommendations , I don't think you could beat tha\ to save your 
lite. We will have to have that on the aide . 

H,J! .Jr: That's all right. 

Hone e: I t hink he has gone as tar as he can get by on the 
Preoi~on that and I think he ' a done very woll. I like it. 

Dou~hton: I Will report to you today everything I can find 
out nbou our future nrocedure after I have a talk with Jere. 
I want him t o call his sub-oomaittee right at once and ge t in 
t ouch with you at once and let you know at once when we expect 
you to oooe down. But I am eure that a conference will be 
necessary with bill, his sub-oooal ttee, maybe not the whole sub­
colltll1ttee, but with him anyhow. But anyhow, understanding be 
reaohed and you know about when we will be ready tor you to 
talk with us. Vas there anything else' 

H. H.Jr: No , except I did appreciate the opportunity. 

Doughten: I appreciate talking with you and knowing what 
you have in your mind. 

H. M.Jr: You have got everything I've got, but !~~ieiie no 
use 1n my going over to see the Presi dent any more u 
know that I am going on the Hill. 

Regraded Unclassified
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prelll_. aa4 oo.-au .... us.a , .. .-auoaa. 
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, ..... ._, u. ..... ~--· ...... -· • rnal'l kDl• 

•••• "...,.17, aid aaa• tM at ·p ..ue Maler u4 an 

aore Ufflftlt propeaa Wlral'ltlaa .. ,dllDIIMn' or • 

balanoe4 rolaUoalblp 'llltwea ronn•• u4 ,..,.1141,U'Ie. 

hll aUal-at af ••• otiJaoU••• 11 4Urlelllt at 

but. It la ae4a aoro 4Ufl1DU l17 a aew u4 oalaou 

4nelapeeac la "1'14 atfalra - Ule a,.._D\ ..... aow 

l'l'lPlllDC ..._ laportut uuou of ta. worl4. Great arUalD 

la t'lll pro•at fhoal ,,.,. 11 epan41ac t ) liUUoa oa 

a11UarJ eapae4Uaroe, or al-t 50 ""'"' of 1U Dat1onal 
lnlllpt; h'alloa h 4nouac onr ~ peroaat or lU nauoaal 

cn•~'~~~~~•'al expaa4UIU'II to ttll •- purpo111 UalJ, 

50 peroan' l 0.~, prollalllJ 60 peroeaC 1 Japn O'l'lr 

70 ,. ..... ,. fbi" b ... eapaa41 wr•• are 'llllnc flaaa014 

l•rc•lJ liJ llorrowt.q. 11M ..... 11 llloOIIlq aora latea•• 

DD4 tblft 1D DO .. 1D llpt. 

rer •• _.., .. 4nel.,.aau pree .. t '" ....... \bat 

tbe7 .., laYOlYI u la laere ... 4 101t tor ut1~ ••t• ... 
ben u4 ._, "''' .., r111llt 11 -tarJ laatnllUJ 

abroe4 aa4 UarapU• or ftl' --· till ..... , ..... , or 

llblab w -•' M17 p1'141ot. Ill tbll -•UC!D, U \ 11 

lnteruuac •• aote tllat t.a ov llutcat tor .,, ruoal ;.ar 

lllpaa4Uaroa for paet wara _, aaueaal 4ataall era at.oet 

Olla•fwrtla of co•al ,.,...,,,."'' 
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.. ,....,. oollluaa or .., ..., .. ,~ .. '••U. au 

,.. ...... , 'MaJ ... " ••-.s.-• wta .. , t~~u _,1 .... uaa 

of Cllo 1111101' oa - _.,., of UM '" ••• t.ah .. atUaal 

orllll. !be IIDDla,aka!llo laplliDUaa of till t.ohraalt.aaal 

tlCUaCloa 11 tb&C .. *01114 it.90 HrlOU oUtUlOII to ov ,.,.,.. 

ruoal J)Oit.Uoa u4 l'ltlllllllo ov ettona to 1Uot.a tllll 

1'100'1ti"J. llt.P aoUaaal 1- oal 1 ..... fUoal potUlGD 

11'1 IIIIDUal .......... DOUODal llftDit. U U oplae• 

Cllll booltr-114 •llac " I'Ooaelllao ov tltoal p"IJ'OD. 

A fllll4-••al obJtoU'It of tCIIID4 flaoaoe ol10rlr lt 

1 bolOIIM4 'INip,, 'lllol'l 11, of tCIIIHt , AO COol 1'11-

llhJ cu11 ••• 1aoonr '1111- .. .-D4Ulll'lt t.a tooll I'PUltlo 

rear aor .... Clloa t.a toob _,ll, 11ob well: or tooll ..,, 

flltre al'l .-rt.o4o llll't.IIC 11111oll oou4 tlaotl pollor oalla 

tor aa oaoooa of •'CO 0'101' lllo-, 1111 ocbtrt .._. U oallt 

tor • oa0111 of t.a- O'ltl' ...... ID a 4op1'1ttlta U lt 

ht'IUatllt aa• ...... Will 'lie .. uot. ... llenaatt ••ollae •' 

tilt - ,, .. uaa• tbe ,..,1'11 ...,. .... , lt oalltl IIJIOII Co 

Ill- t.aoo....-lo MOlal oD4 t-o.lt Mrltot. 

It, -... ....... uouo '" too loac ocau-•. tilt 

cltpNoat." otteou f1l aaotrtot.acr ten& •o _.. " 00.,.1'7 

001'1 4ltft.tnaU. .. ..... 1 U UfUUt ll ••JWeiiOlU 

oll .. l4 '~~• 1...,1 ... • a..ua ,..... or proeperl ' ' • 

fill' ••• oll4 11 - ., * '111'004 ,...,. ... of ... 11:111C 

Co l'olM till aaU-.1 t.JIIIDO .. I bl ... lt'lll, 
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., P""'141ac tor a 11reu-aa17 
lti1ola\1Yo oono14era,1aa ot ~ OYtr-all p1o\art ot 

oppi'Opr1aUOD OA4 rtYOII .. MOOilrtl U WC111l4 ilYt OOIICN .. 

a brood poropooUYt 01t Cha no\t ot Cho OoYtl'llatM'• 

t1n0110t1 an4 poral\ o boUor 01'4tl"e4 oool'41naUoa ba\w .. n 

\bt tJttOilUYO 0114 \ho ltpalaUYO bl"OIIohtl 111 \bU tltl4. 

!hU Jo1n\ o~Uoo woll14 111 ettto\ bo a ltno tbl"CIIlib 

ob1oh all oppropl"loUoa aa4 rtYtiiU MOtllrtt -14 bo 

•1nt4 111 roloUoathlp bon \o .....,, tho naUo11 nto4t 0114 \o 

t ba\ Cho 11ot1o 11 0011 ottol"4. 

In ., op1n1on tbt fllll~ll\al t1oool qlltt\1on ra1ao4 

b7 \ho pon41nl Dopor\-\ ot All"lOilUIIrt oppropl"1ot1an blll 

( 10 prto1ttlJ' \ho \J'PI ot q11ttUoa wUb ltliob \blo Joint 

oo-1Uoo aholl14 -OOJ'II Utolt. !hll bUl propout \o 

11101"0010 bii4C0,14 Ollptll41\lll"'t tor faN llal"l \J P01MOU 

b7 1)71,000,000 bu' no pi'OYio1aa hoi booo ao4t tor a 

ooapoaoo\1 .. 1ooroooo 1o rona• olehOIIIh wo alrto41 toot 

o 4et1oU of 1),"',000,000 10 \lao ooa1• tltoal Jtar. 

tho bill, llpotl ... MrUt ot ltl1oh I aa ao\ oo-oUlll, 

1t \J'PiOol of ao-o ot o\horo ohlob •••• t o • to prttto\ 

qlltt\1ooa oporopr1o•• tor ooot14tra\ion br a J oln\ oo.ai•••• 

obioh lookt o• ooob propott4 tlll'tn41 turt aD4 tooh propott4 

rno1111t MooiP't ao a par\ ot 011 uupou4 ~· pol1ar. 

... 
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•• ~''- *•"~ ..._ ••u• ... Ufa fer •• 
,.... .. ef aaUnlJ n~~~n .. ftelll III'Ml- .... , ... , 11 

wll 11 4111'1 ...... 1-. fll ""INII. lbe , .... .., ......._,, 

wo1114, ef ••ra•, __,. .. ,. la wa .,. •• -. r.u ...... 

~·'...,. o~u ..... 1 .... 

ftau far I !ape 411aU wUia .. n ... a1al p,._l_ ef 

'Ill r.tel'lll 0..11 nt a1-. •• _, ••••bar, ~~~-"•• 

wt. till till "" -llllYdle r.t.ral flelal plaa la eperau•, 

w eUll -u lllaw '-*" 11111 •• laalf of tile taa 

preb1w Will lila _,_._ Ull .. u.. Al••' 60 pePHat 

of tiM tetal taa re•••• ~f 111• •-'1'1 ... oollee\14 br 

., ... ... lolal .... -···· 

Ia tlllll laet flYII r•ar• •• laaYII 11••n eerloue -'ll4r 

'0 till pre'llliM INitlt br r.411'11l•ltatl \aa IOIIflll'l· 

"' fill - ,....1•• 1a1111 billa N•pllll4 br - prate••••-·{ 

n 11 ., 'llellef *-' w IIIH14 , .. etepe wUIIa' telq 

,. a.u ..... n.u .. erraau... 1 ..... ,, aaat o.,..,. .. 

ana'• a a.al1 ti11Pirll'1 aeU-.1 .-1111• U 'NP"" til 

0 ..... 111 al •- 111 flllll'llll ca till Yllrl•t ••PI•" .r 
la ....... _,al flleal poll., ... , ....... plll f .. .. 

eo1•U• .r •• ,...'111_ 1aft1YI4, lhlllla • ewa1u111 

lllo.tt 'lie ...... at •• at ablUtr lllo • •·• till ~·' 
pOtl1'111t ,._lla ... tltealll, ~ IPI faa1llar wltla fliHl 

protll-, 'llllt *• nU rapNIIIt .. plbllt at liPII ratlllr 

tlllaa partl-.lar ...,..-ata1 •1'•· 
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Oterl-..1. .. ld ._.,..._ '-•• '-" ..... t. ..... 

.. , ai.H u ~~~o.- r.Ural ... ,._._ ,..1_._ ~~a91 1-.p, 

a1• ........ • ... ,e-l.a-al.t ... MI.• .._. .. , or , ... r•ra1 
OoYI ..... , ... ........... -··· 1111 NhUI or tbll flloal 

llhaUoa .,.. laoNaai.IIC17 ••aUifal\o., co M\b 1'-'• _. 

na10l~ IOYOPD_,, ... '0 u.. , .... al ~~-·'· ....... 
1114 liON blal'4eaa- •o hs.-toN. 1111 re-a41Uoal of ..a 
a oo.U11loa lhCM114 u111' u 1a aola11•1a1 a .... o,...r1r 

.. 1aUoalhlp bo•-• U.. ro .. ral, 1\aU u4 1oaal flloal 

111'-••· 

/ I fll•• far 1 !aaYo t.U.4 abclia' ••o flloal aauen or 

,,. .. , 1apor,ual. "'' • , • .,. nOif co 110 .. 1pao1r1o 

q11uUoa1 of ro&oral •asauoa. 

1 AIII.N fi.N' •o NUora•• '" •as .. o-a4aUoal 

wllltb , ... PNII.4n' a... a1Ne4J ... 1114 Yarlftl I"'PIUOII 

wllllla Ule IN&I..,. Ilea pftrtWilJ pra10atoAI 

1. Ia a.Le ..... , .. 1 .... ot J_,., ) , 19)9, till 

,,..,~,._, ..... 11e .. "-' 0 ..... 11 utea4 till a11oau ... au 

la,lraal ,..._ \asol wllltb ..... oauu., la• lflll uplN 

a1n Juo aa4 Jlllt, 1114 " aal.•••t.a &lit _..,, ""
1 or 

II 
'bOlo , ... , *Loll o\Mnlll -14 "- " 411oo4 1• J•l· 

/1 1. Ia 111.1 ....... ot J .. u., 19, 19)9, , ... '"11
'"' 

11 ••-•' .. 1a1'101 boN­N-a4e4 lofUlaUH ....... 1 10 
-·1 _.,._, .. 11&1'1,101 .r ........... I.a ...... - .... •··-
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boa~ I.Mo?JNate4 la\o lawe /1 

a. Ia ., n at_, or lla.Hb "• 1118• I phaeatet 

t or 10IU' -•UeraU• fOIU al..._.u,. rau pbaa tv 

olcl-lco lanr- -Ui.U.. du1Jic tM aut tbne 

,.... .. 
.. Dulal laeu1111• .., ... thl• c:o.tttee l.a 1..., 

tnd lNI "PH••taUHa ot tho "-8111T ~,...._, Woa&ht 

to )'OW' att.UCIIl ...,..,.al lhallco• la tho Ull law 1lP'II 11b1ob 

Coa&roll baa aot J ot • .._.. Ot tboao tho JWI.atlpal ••• ue 

3C4 

(a) ounu>--t ot GMaalft Wvnloe~ ... all eftd tor 

doplotloa -' oU aa4 c•• wUa • 114 Hl't&lD lll.aoa, (\) olWaaU• 

ot tba preferred 'au 11 tu atatu m~.,.. b)' ru14eta ot Uta 

•l.cht 1 '" pre,.n;o nato• aa4 (a) illtacNUOD or tbo 

.. t atO aQd CU'\ ..... II 

-.. tblllllllll a -p•alln Hnt1• or tbo us 

' '"'"...._ 8IJ' aot )0 r ... nlo n t bU aoaalan or Coecrou 

"'"' tan. 1.a ., opWoa, .._u DOt roauaSA ,..ar eo.ituo 

troa ci.Yllle .. ,ou at-.UOD at tblll u .. to ..-1111 r... 

tbo tu lan .., MDI.toat I.Mq\liUol or otbtr detooU. ' ' 
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u te ... ._..._ ft.-1 JMIU• ,...,.. ~ _. 11ft 1M1p 

WliPifeo Wo *m'' '* .. ltet till1tll -- .... _,.._ ... ~ .... 
U ..n., ~ ...... \be O"Jeftl'N et a '-l.aa .......... '' 

1 
Ia 41-..1.111 the elm u u teatve• ot the '-

.,. ... ftleb ,_ .. -· ...... _._ ......... l •..u l..tb to 

eluai17 \Ma 1"111111117 la'- ""- .....,.. , 

" !be t'U11I P'IIQ S.d ..... , .. ..._. wldlb b8ft 'liND 

lbu'MtuiM4 .. lt~ '- ............. ~··- m1 

ln.,. .... ,. 

ODe ..- teatu. h \be a-..oe ot pnnuoe 1a ov 

lniOM \u law tor ....,U., ww • •• lluiMu lN••• to 

be Mcbane« ,..._ 'llllaiaell ...,n111 of flataft J'IU'• Dlo 

profUI U ~-· .t ealll .,.az ... -•ldand wUIIeut 

rete,._ to \MN .r UIF ou-r,..... Ia uu.-a-

a bUilRNI wUil al\aBatlar JIII'Otl\ .... lola_, pq8 bl(ller 

..... - a ,.n.t .r ~ ._ .... a aa1JlUI wUII 

nan. ,..nte alt:~MN~Il t11e •-.. e 1n10M ot Ule tw 

tlJu 11qo M 1' eJ 0 ... ......,n101 .... \be oa,ttal CooU 

1Jitillnnoe an .... dally n"~on to ate tl~Mta&Uoea 1Jl 

Ml'alac•· " 
1, Ae 1 lllllf a '9te, 1 •wlt a1 .. liD to -Uoe tile 

1!1Mitl._. .r 11m n " n •1.111 .. Ulll .u11U "' .. 1e the 

~ _. 17 ... "'- 11111 ...-u- ebrl4 "' -•tteret 

teceua •• Ia ...,uaa of llllll'lUol u llf4blT ~tOle 

I 

.. 
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... W. te wlllty tiU ..... HMift 8UtU HUOo ... t 

,.,._. eu~~en w t1ae tdcll ....._. llne 8laa'lllo bolcliJiao 

ot ,..,o..-ta1 MWl'ltlu 1111118b field th• eta._ 

hH t1'011 ,.._1'&1 la._. hDU., 'lhUo otbu par-. 

eUNl>' o-po tho tdcll -'-o 1a tbio -.r. faa 

u-.,tlclla a1ee .,.,..... u a ..... , 111111ob pall• p&I'IOM 

10bJon w tdcll 1a11 \Goo ..., r- ·woo\IMII\o iD 

pr1Y&U lllaaiaoaa. Wo ob8uld ,_,. oU -o paoo l .. hla\1011 

to IIAllo 1t 111poao11llo 1a tho ,_._o to 1011110 llll7 110n 

\oa a•pt aoeu1U••• 

!bh ho.UC -. u• aoliolle4 tin,, U would the 

be t&U OD4 l.egloa1 to roaoetno tho quoo\1on of wbothu 

tho pJ'OO-t ~ I'&WO Gil YOJ')' 101'10 la-o POT 110\ 

M oo lallll ta.at tMJ 41.-.co \bo UaUect ••MI' ot 

la41Yldualo •"J-' to til• ti'OII to1r1111 DOJMl llu!DAIU 

nw. ,_ 
Ia a Ul 1 f INIU &N tH\VH of oaJ' UZ .,-.t. 

111\J.oh hoYO .... ftlt.rnd to U ._. lnUa\08
• U 81 

-.J.o 1 ~4 -u• tho ..Uotl'lwtect pnt1U uz. 
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Nlllb\ ... ,Ula .. - ...... ,\Ill ..... u ....... ,, .. 

\lOll et --· "r IU'JU'IUAIU ,._ liiJ.IIC uM4 to noU 

.. ,.. •• ., bl '-• ft.la b nru .. ,..,_...,, _. 

ta.., .,.., • ICIIIil a~enlfto tb• lew 1JI lu Jlft••' ton 

.... -' attaia u. as.- \ba ta- \as • ..,oraucaa, 

et 'llllilla , ... -.4leVlliGW .,.rl\1 \IS 11 a alBOz ,..._,, 

aplnl "r 1'1 .-,_. at tbl a4 of \bit,...,., rov 
CoaalalHCI 111•1111 Mal wltb th1t pn'lll... Tbe beUUJ')'1 of 

..,.... • ..... ~ .. -lit 'Ill \II 7'011 Oil u. /( 
~ 

9
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Prel!nt: 

Mr. 
Mr. 
lolr. 

Hanea 
Doughten) about 3:35 
Cooper ) 

IDI•ir: Doughten called me up at rq hol:l8 
and aa1d am here with Jere Cooper• and I un-
derstood b1m t o aay t hat the Sub-Collllll ttee wanted 
to meet w1 th me and :you Thureda;y night, but I clld 
not have 1t straight whether 1t wae only the o,,.,o-
oratio members or t he whole. He said.l 'That ' s what 
:you want, 1sn' t 1 t1 1 I ea1d, "No. • 11e aaid, "I 
t hought that's what :you wanted and we are telli ng 
you now so :you can make your arrangements now: • I 
said, "No. • 

He kept saying, •Jere ia standing right next 
to me. 1 

' But I am sorr:r; that 1 s not what I want. • 

He eaid, •can you make i t Fric2ay?• I said, 
1 No, I hope to be away, but I will make it any time 
th1a afternoon or t b1a evening, and what's it all 
about and what are we t o cou up aboutt • 

They aaid 3: ~· I imagine he had not told 
Cooper he waa down re. But he had it all wrong, 
and he does no t uaua ;y get 1t wrong. 

He said, 'No :you oan go :erose the a;ree~ 
and f ix it up befo :you aee ue. I aa1d, llo. 

That was qu e oontrar;r. We said we would 
muoh rather meet w th the full Commi t tee and make 
one appearance. 

(At 
arrived.) 

int • llr. Dough ton and llr. Cooper 
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8!8${1 Very nice r do•n. to otter you oeoymou gentlemen to run e retreahmenta Mr • 
--· Coopers We expected that. 

HM·tr II.Y memory ha t hl e tax ng, :r can 1 • go tten eo mixed up on 
so I want to have a re~o~~e~ up •ith the lat~et, 
the7 can aa,y, "WhJ d1dn' t yo~rd~ tgr:~~~h1ldren and 

Mr. Cooper: We ha t 
ttightlng up there thle at~!rn ooognet baolt. They are 
a ter another. • One roll call 

IIM.Jr: I talte it vou •ant t buai neae. ' o get down to 

314 

t h !ir. Doughten: i:ou suggested you might see 1 

ua i s arternoo;,eo we are readv to talk i th now. ., w . you 

HM.Jr: You gentlemen invited me -- I did not 
understand whe ther it was the Democratic members • 

that 
Mr. Doughten: Democratic members, I think 

Mr. Cooper •anted to have. ' 

Mr. Cooper: Thla ie be tween ue, naturallJ. 
But I called a conrerence ot the Democrati c members 
ot rq 8u'b-Collllll1 ttee and, ot courae, Mr. Doughten, 
ae ex- otticio member ot it. 

We met llonda.)' afternoon, two o'clock. All 
ot thea were there. Went over the dtuation and 
diaouaaed the tax matters. I tried to bring them 
up to date ae beet I oculcl on the a1tuation ae lt 
etood and the understanding wee reached that I would 
aelt you and the Under-Secretary to meet with the 
Democratic members ot the Sub- Comtnlttee , at 70ur 
c onvenience ot course, and it wa& thought beet that 
t o avoid any publicity or anything ot that kind, it 
it would meet your conveni ence •• had better Just drop 
ln here eome evening ao we could talk things over and 
not have to run t he gauntlet ot newapaper men and 
ha•e t hea inquiring everything• So that ' a the a t ory. 
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Hli,JI: Seeing thll t 
short' may ask this ' I/ou want to lll8.lta it 
I saw by the tlcke tha you can give Cle - -
this morning. Do~s hetk~~~ ~~wtthe President 
that we are to me6t i t h hie invitation 

• 
9 w Your people? 

l.lr: Cooper: Yea. 

Hl.I,Jr: Does he approve or that! 

l!r. Cooner: Yea! Yea! The aituatlon 
1a this: you will recall, in tact both or you 
were present, the last oonterenoe we had at the 
White House. The Prea1den t asked me 1t I could 
ge t the Democratic members or ~ Sub-Committee 
t oge t her t o t alk t hings over with them. I told 
h.im yes; or course I would be glad to do that. 
And he asked me then to report t o him after I had 
done that . 

We had this meeti ng , this little conference , 
Wonday a f ternoon. Lasted about 2 hours , from 
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abou t 2 to 4. As soon as the oon!erenoe ..as over, 
in keeping with nzy promise to the Prealdent , I 
called t he White House and talked to General Watson 
and told lUlm that we had had thla conference or the 
Democratic members or the Sub-Committee; gone over 
the aituation • that I was read)' to report to the 
President on it at his connnience aey t1e1e he wanted 
me t o. So this Cl0rn1ng I waa talking to the l'ays 
and Ileana Cocmittee, between 10 and 10:30, and the 
White House called and said the President wanted to 
see me at 11 o'clock t his morning. So, or course, 
I went down and he said that he waa expecting Sen­
o.t or Harrison and Senator Byrnes to lunch with hia 
o.nd he wanted me to give him a report on our confer-
enos . 

8 I . did I gave him a report on the con-
# 

0 ~ ls~ t old hi m that our Democratic members 
• a ranee an .. a d n!erence with you two 
of t he Sub-Committee want~d ~1i~ t o ge t that arranged 
g entlemen and t hat we wou wanted to go over 
aa soon a• we could, beoauee ~~ng or llllnde and under­
things together and get a mae 

8 
get that o\!t of the 

etanding eo that as soon as w 

• 
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way then we oan start work on the tull Sub- Committee. 
You see7 But the point 1a, u want to know "her e 
we are going and I thought the beat •G:! to do that 
was tor ua to get together in a huddle. You see? 
So I understood t rom the Pree1dent that he would com­
municate with you. 

rw ·~r : Well, I will call up the lhite House 
and tel 111 that Hanes and I are going up to see 
you gentle men and does the Pree i dent oare to see me 
before I go up? 

Mr. Cooper: Yea. That's all right. 

HM.Jr: Do you want to set a time now? 

Mr. Coo¥er: We had thought that 1t it would 
be oonve nientor you , to let us come down here, say, 
?: 30 either tomorrow evening or the following evening. 

HM.Jr: Well, tomorrow we are going to t hat 
test i monial dinner for "one1gnor 1\yan. l guess you 
a re going too; aren' t you? 

Mr. Hanes : I t.l'>l nk eo. 

IQl Jr: And Friday night I bad planned to go 
home . ~dn't we meet at 5 o' olooltf 

Mr. Doughten: Tomorrow atternoonf 

HM.J r : Yes. 

Mr. Doughten: I should thi nk we can. 

Mr. Cooper: I i magine ao. 
You could 

come 
don't watch thle place. !Qlhlr: They 

1n t way. 

law. 

would 

Mr . Doughten: It they do , 1t 'a not against the 

!Uoi~Jr: They don ' t watch thla en trance. 
5 o oloolt beT 

How 
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Mr. Cooper: Five o ' olo k 
ae far as I know, it's all rig~t . tomorrow afternoon 

Mr· Doughten: Bet t er than night . 

HM.Jr: It would sui t me. 

Wr• Cooper: One or t the 
Democrati c Sub- Commi ttee s wo o r me mbers or my 
convenient and agreeable a~~g!;ted d it wohauld be more 
the evening. oun t o ve 1 t 1n 

HK.Jr: I was-- t hen let1 a leave 1t 
I am ready any time from 4 o'clock on. this way: 

Mr. Doughten: We will be here eometime be­
tween 4 and 5 . 

HK.Jr: I f you will tell me tomorrow. 

Mr. Cooper: I will check in with ~ other men 
and whatever time we agree on , aft er 4 o'clock, I will 
let you know. 

HM,Jr: Did you gentlemen want me and expect 
me to ahow you my statement at that timeT 

Mr. Cooper: Statement? 

HM.Jr: The statement I have had written and 
want to give • . 

Mr. Cooper: YoU mean to the full Committee 
when you appear then? It will be all right. 'le 
will be glad to hear it and -- you mean f or tbe pur­
poae of ua oomroenting1 

HK.Jr: Yea. And advice. 

~· Cooper: Sure! 'le will be glad to do 
that , he mai n thing, ae I understand it now, when 
we get in this hudd1e we want to agree on what we are 
going to do ao that when I call my full membership, 
i ncluding Republican members of my Sub-Committee, we 
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oan all baYe an underetanding a d ~-going. n o.soow where we are 

HM.Jr: That' s fair enough. 

Mr· Cooper: Sure' a 
run into a situation whe~e I :~;u~eti don't want to 
mittee without any agreement dn o m,y full Com-rrq De111oorata a d ba or un ere tanding among 
Join with the ~pub~~O:: ~~d t:eo ~nm??rata probably - • get anywher e. 

morning ,~;r~ny~~~nk you will want me Friday 

if we 
noon. 

Kr, Cooper: I oan' t think ot anything now 
oan finish up in the oonterenoe tomorrow at~er-

HM ,Jr: I will tell you why I am aaking. I 
have an inVitation from the Finance Comlll1ttee ot the 
Senate to appear at 10:30 on the bi ll that you passed 
yeaterday . 

Jir, Cooper: lbat bill? 

Kr. Douggton: The extension ot the lia1tation • . 

HM.Jr: And I told them I oould not answer them 
until late t his evenlr~. 

Mr· CooPEr:' That ' e all right. Let me tell 
you abOilt ywr ond blll, in a Jolting, friendly apiri t . 
You and John Ranee aee that it paaaea the Senate this 
time lUte we paued it in t he Houee! We d1d thla job 
f or you laet year. You let the Senate put an a.mend-
Mnt on 1t and made it neoeaeary to do it all over 
thia year. You and Roe lolag111 eaid that amendment 
i a all right; Kr. Doughten waa eiok anyhow. 

~: I will tell you exaotly what happened. 

Mr· Cooper: Said the amendment is all right . 
Aekad unan111oue ooneent to take the bill trom the 
Speaker' 

8 
table and (JIIIlourred 1n the Senate amendment. 

That'• what waa done;then we bad to do our job over 
thla year. 
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::::·Jr: You do it 1 what happened~~ Se 1 I don't mind asking 
enator Brown or ll1chigan 

Mr. Cooper: I know that. 

~Tt: ·· ··told Pat he wouldn't let it 
=~~ndmentl~~. it out or Committee unless the~:!ok 

!lrt Cooper: Suppose th -'" ·th1e year- -- · 8Y t ..... e that position 

IPl.Jr: It lUes Chauncey wan' t here I would 
aayito hill with thea, but IUu Chauncey i~ llere and 
so oan ' t aay to hell with them. 

Wr. Doughten: Before we get away rrom this 
did you say eolll8thing about gett1~ ready to come ~P 
Friday before the full Committee. We couldn't get 
ready by then, Jere. 

!lr. Cooper: No! No! He wants to go before 
the Senate Comm1ttee on h1 a bond bill. 

!!r. Doughten: Didn1 t you .•BY something about 
being ready? 

.. . 

11Ka2:;, I a aid I was ready, but I would not 
give Pa ison an answer until I heard troa you two. 

!!r. Cooper: (To Wr. Doughten) He asked us i! 
we would need b.1JII J'riday and I said no. Then he can 
aooept Harrison's ••.•• 

Wr. poughton: lhen would you be available nextf 
You said not until next week. Tuesday is ~morial 
Day. 

r·Jr: Ir you need me I no matter whether I am 
on the ar I can be back here 1n two hours and I 
will be her~. Any time you need me. lhst I aaid 
was this· and will eay it again, as we go along on 
this thi~ it I could have at 1eaat ~6 hours ' notice 
10 that I can see the President. 

• 

Regraded Unclassified



-8-

11hat I am doing and hat h , playing poker with me. I w he a doing, he's 
mention 1t and as lo a aee 1m. He doea not 
I am not mentioning ~ s ~e~oeabnot mention 1t, 
longer than anybody el;e in thr• teen with him 
known him longer a d ha 8 own. I have 
The minut e you rel~owe =~ wo~~~d r~r him ~nger. 
want you to come up and gi~e a :tat~~~~~t • ~ · we 
going4t~ aay "Kr. President, I am invited • ~ 
I·~~n wt:l have it out in the room the~e But 

.... ve to .... ve a deadl.1ne. • 

I can't be any franker and when I tell you 
fe llows I know I am not going to read it in tbe 
New York •:~.mea tomorrow. Somebody -- that waa a 
dirty thing telling that story about the President 
calling me names and all the reat or it. It aP­
peared i n -- Pearson and Allen got the whole thing. 

Ur. Cooper: I di d not see it. 
•I t was awful . 

I heard about 
it . 

HUhJr: I am going to do two t hings. 
do 1t r g here now. It ' s no seoret . 

I will 

Mr. Cooper: What I think is important, Henry, 
ia tor you t o get an understanding with the President, 
it you can, before we come down here between 4 and 5 
o ' olook tomorrow so we can all have a meeting ••••. 

(Over the White House phone , the Secretary 
epoke t o l.annee and said, 1 lrould you mind tal<lng an 
important memorandum tor me to the President. Yr. 
Hanes and I are meeting with t he Demoorattc members 
ot the Tax Sub- Committe& or the Waya and Weans Com­
mittee at 4 c 1 clook Thursday afternoon, my office , 
and I would be pl eased to diaouaa the matter wit h 
the President before that i f he wishes it. I think 
you had better show it to him before he leaves the 
offi ce. Would you mind reading it baok? Could 
you say 'We have been invited' -- jus t change that 
in the beg1nnir~. And if you would sh~w it to him 
before 5 o'clock, I would appreciate it. 

Now, what the President may saY is sand word 
1 Oo ahead and 01eet with you boys '• 
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him. 
Kr• Cooper: That's all r i ght . I told 

"-. c ~· ooper: Oh, yes! 

Kr· Doughten: Very aucceastul one, i sn't be? 

HK,Jr: So far. 

Mr. Cooper: I told hlm we want to have such 
a meeting with you gentleaen and, of course, I in­
tended to get in touch with you today and tell you 
we wanted to have such a meeting, but lolr. Doughten 
said he had talked to you this morning, so he and I 
went together back in the Committee room and were 
together when he called you. 

I think this: ~e discussed at our conference 
the other day the tax situation and the method of 
procedure and I advanced the idea, as was expressed 
by the President as you know, that we have about 
tour different bills. Firat, of course, Social 
Security ts.xea -- we are dealing with that . That's 
i n the bill now. And, incidentally, that's going 
to give more relief to buaineas than anything else 
that' a going to be done. $520,000,000 leas ts.xea 
they will have to pay under our new bill than t hey 
pay under the present law. 1520,000,000~ next year! 
That' s real tax relief! And that 1 e going to.be more 
than anything else we are going to be able to do under 
the absolute necessi ty or not loair~ revenue. So 
that's all right. 

Then I advanced tne idea, as expressed by the 
President, that we pass a Joint Resolut ion continuing 
t he expiring excise taxes, and t hen oome along with 
a bill to continua corporation taxes and include the 
ohangea on corporation taxes. 

Democratic 
And th&fmembera of the Sub-ComCiittee seem to 

feel that i n view of the practical situation we have 

.. 
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faoing us , knowing t hat it we send the Joint 
Resolution extending excise taxes to the Senate 
the Senate would put something oleo on it we ' 
mi ght Jus t as well t aoe the practical ait~tion. 
So then an understanding waa reached we would put 
it all in one bill; t hat ia, a bill extending 
t he e xpiring excise taxes, bill on corporation 
taxea to have etteot, ot course, from January 1 
a e the preeent t axes expire Deceober ~1 , and in­
clude in that this limited reviaion. And after 
we paaa that -- ought t o be able to pass it by 
probab}.y . the l Oth ot June or the 15th -- anyhow, 
that goes to the Se!Ulte and 1f 1t beoomea apparent 
that it is not going to get through in t i me to keep 
us from losing the revenue because ot the expiration 
ot the exoiae taxee at the end of June, about a week 
be f ore or eo before the end of June then we will 
pass a Joint Resolution extending exoiae taxes alone 
and send that over , so that we are not going to be 
put in the hole of l Os i ng revenue. 

HK.Jr: Now, it seems to mo you are talking 
praotioally now! 

Mr. Hanes: Good senae ! 

Mr. Cooper: That's the understanding. That ' s 
the oourse t hat we have reached an understanding on -­
t he Democratic ~embers of ~ Committee. 

HK.Jr: They are not going to have any argu•ent 
with us at all . 

Mr• Cooper: That ' a agreeable t hen? 

All right! 
morning on that. 
aituation, we feel 
he agreed. 

The President agreed with ce thia 
I told him in view of the practi~al 
that ' s t he beat thing to do. So 

Then I went over with the Damocr:t~~~e~e~ve 
ot my Sub-Commit tee these four propoo!aobed an under­
had under oonsideration and we hevo r 
atanding on t hem as to t he revision. 

• 
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Number 1. Substitute corporation income tax 
applicable to corporations with net income of over 
$25,000 , a flat r ate of 1~. Leave corporations 
with net income of under 125 , 00 subJect to the rates 
provi ded in existing law. 
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Now, that eliminates your undistributed profits 
tax. Now, the President is willing to go along on 
that with t he condition that he set out in hie speech 
Monday ni ght , with which we agree; that 1a, we have 
got to prevent t he opening up of loopholes. 

And that's going to mean we are going to have 
to further strengthen 102 some. And he gave a;e a 
suggestion there that he had in mind today and I told 
him, as you will recall it , that John Hanes gav~ a 
suggestion in our last oonferenoe there . You rememberT 
About your suggestion with respect to~~. etc. ? So 
I understand h~'s agreeable for us to abandon the un­
distri buted profits tax, but we are going to have to 
strengthen up 102. 

Then, second ie, allow corporations a three­
year carryover of net losses excluding capital losses. 
Now, he wants that tw years instead or three . No 
room tor any great argument there. 

Number three is, repeal the 12,000 limitation 
on the deduction by corporations of capital net losses 
over their ineoce 1n so far as aueh losses result froa 
aeeeta held over 18 oontb.e. That' a your eo-called 
long term. 

Nlllll>er four, allow a corporation to increase 
ita declared value for capital stock purposes f~~o 
fiscal years ending June ~o. 1939 and June 30, • h 
but do not permit them to decrease such value for suc 
years. In other words, to allo.r them to increaa:here 
their capital stock value for the next two ~e~~ by 
1t 1s apparent to them they are going to ge 
t he exoeas profits tax. 

They 
agreed on. 

are the items that Senator Harrison has 
Not, t he Democratic members or our Sub-

... 
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Ct~~mti ttee apparently are in agreement 
·~• your understanding? on that . Is 

Mr. Doughton: That ' s 
this suggesti on· that i my understa nding . Make 

· naemuch as that wa Har i , 
program, some could say, lf there could b a r eon a 
tlon worked out so it would be accepted h~o=o~iaddi-
and sinker as his program. • ne 

Ur. Cooper: Substantially it will be t his; 

I think, on the question or 102 John you are 
COing to have to help us on that along' t he llne you 
suggested over there. 

This is the President's suggsstion in very 
rough form. I Just scribbled it do~n as he stated 
it and it's in very rough form . 

Frankly , it looks t o me l ike it ls all right 
provided it can be analyzed and maybe smoothed up 
some , but anyhow I can get the idea to you. 

With respect t o closely held corporations , 
if in a corporation i n whioh an individual stock­
holder owns more t han 3100,000 or stock, any dis­
tribution or surpl us is made , it shall be prima facie 
evidence that the surplus was unnecessarily lodged 
within t he meani ng of 102. Any suoh distribution 
to any stockholder or successor ownor shall be retro­
actively taxed on personal lnoome tax rates. And 
further, apply the same rule to purchase or stock 
out or surplus funds . 

In other words, if a person holding over 
ilOO ,OOO or stook in one of these closely held cor­
porations makes one of these big dletributione, why 
then it will be considered that that retention and 
piling up of that large surplus had been 1n violation 
of the intent and ourpoee o f 102 and t hen you can 
retroactively t ax t hem at the ordinary income tax 
rates that they would have had to pay if they had 
deolaried it and taken 1t up in an ind1 vidual way • 

That's hie suggestion. 
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HW.Jr: May I ha•e a oopy ot that? 

Kr• 8anea1 Tbat'e the aame ae Harrleon. 

HW,Jr: Thie la the sue ae Harrhon. 

Mr· Cooper: Yea . 

HW.Jr: Do I understand lt - thlDge I!IOYe eo 
taet , one minute I am on ~7 head and the next ~te 
somewhere else -- dld the Preeldent say o. ~. on thetf 

Kr· Cooper: Yea . 
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~Jr: You go o•er and eee b.1a. 8l!ake banda! 
What's ae ot m:y seeing himt Sbalte handa , J.abaeaador 

!!r, Coo~r: I want a 111et1ng ot minda between 
you two. The resident la not going up to talk to 117 
boy e. 

IIII,Jf' I have neve r had any trouble 1n the 
five years have been here with the boye, But he 
agreed to thatf 

yt. Cooper: Xea. 

HK.Jr: Well, what ' • th e use . I can' t take 
it back now. It I go over and aee h1a • ••• 

Mr. Cooper: Ot course, 1 want JCU to eee hla .• 
Ot couree I don1t want you t o take 117 word. I want 
hi• to tell you that that ' s agreeable to h1a end it' • 
agreeable to you to come up t here and take a poa1t1on 
agreeable to this. 

HW.Jr: "Ambaaaador Ocoper 
0
1ntorca De, Mr. Pres­

ident, that thia la your progra11e 

Mr· Doughton: That' s our prograa. 

llr· Cooper: That 1 a our prograa. 

!II!,Jr: I said, 0 Ambaaaador Cooper ..:J• 

Jlr. Coooer: Let ae get th1a etra1g:U. 

• 
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were auggeet 1ona that. Harrison made the last time 
we had our conference at the White House . I had 
with me a oopy ot that. When I got through talki ng 
with him 1 he a aid ' Let me have a copy ot that bs­
oauae Harrison and J immie Byrnes are going to'bs 
here tor lunch with me today. • I handed him that 
copy, which waa the only one I had · wrote my name 
on it. He said, ' I will send it back to you when 
I ge t through . • 'l'hat wae 1\ carbon copy or thla I 
have Juat read to you. 

Aa I told the member a or m,y Sub-CoCJil ttee 
ILond&y afternoon, I don't have any doubt but I can 
get the President to agree to go along on thla. 
And there wasn't the slightest trouble; never aaw 
a man in finer humor or finer tran:e or t11nd or 
quiolr.er agreement than was there this morning. llo 
d1tt1oulty. 
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What I plan t o do ie like we have always done. 
After we have this conrerenco, thi s understanding, 
then I am going to call my tull Sub-Committee together. 
We are going to ~ork this out ae our plan , as our sug­
gestions. '!'hen we are goi ng to call you up t or your 
comment. 

HY.Jr: Ot course you will want my statement. 

1~. Cooper: I am Just trying to do what I 
can to help you and ~. Hanes, ao when you get bef ore 
the tull Co::uai ttee, you will be ready to cl1clr.. 

(~; Doughten and Kr. Cooper lett the Secre-
tary's ottice.) 

HK J . I got an excuse. I am going to call 
up Pat ~~on and ask him what happened at lunch. 

(At this point the White House ph~ne ra~~t 
lling Wr. JLorgenthau s par 

General Watson ca • 'iH ill see Johnnie Hanes 
the conversation was. er~ing over at the Houee7 
and me a t 9:15 tomorrow 1110 &ver ao lllllch 
Wall, I can't ask tor anyth1ng more. 
obliged. ' ) 

Jr. to Senator Harrison, '!'be Secretary then ape e 
and their conversation tollowa. 

• 
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lla,y 25. 1939 

HK,Jr called Pat Harriaon on the phone at 
11:25 t oday. The follo~ing ie the Secretary's 
part of the conversation; 

1H~ are you, Pat? 

I have good ne~s. Johnnie Hanes and I 
were over f or almost an hour with the President 
this morning and we have come away with complete 
agreement and he now say a that I can eay, .when I 
appear publicly, that what I eay hae his approval. 

"For your own information, t he Democratic 
members of the Sub-Committee or the Waye and Ueana 
are ooming down here at tour o' olock to have a 
meeting with me, but inasmuch as they have taken 
your plan and there ie nothing in ~ statement 
which in any way goes contrary, in taot Just suP­
plements it, I th&nk i t is o. K. 

1 I did not know until he read my statement 
how he would reel. I eaid to him, 1Mr. President, 
when I read thie and some Republican should say 
'Has thie the aoproval or the President?' what can 
I a newer? • and the President said, •Tell h1m that 
you have ~approval." 

•I am going to preee them t o let me come up 
there Just ae soon ae possible. 

"I want you to read my statement before I 
give it. When can we get toget her f 

•• "Do you wanlfto let you know aft er I have met 
with this group? 

"If they stay too late , I will give you a 
ring in the morning. 

•It looks awfully good. 
and 11¥1elf. • 

I congratul ate you 

f th onvereation the (At the conoluaion ° ; ~ Harrison s~id that 
Saoretary told Ure. Xlot~ that b:d a talk with h1m and 
Be saw Dougbton last night andth1ng which was straight-
that he waa worried abOUt one • 
ened out.) 
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file le~ abo oallect Jere Cooper u4 Ule 
to110Wlq 1e D,Jr' e pan of tbelr Jlbo• ooa'fti' .. Uoaa 

.._, I would Uke to do, before •o•bo4J who 
11 untr1e~ doaa 80Mth1ng, I wondw wbetber u 
wou14 no11 be po .. 1bll to set • up there SatUJ'daT 
aorn1ns and get th1• thing onr wUh. 

•!be Preddent ha• autbor1&ect • to •aJ that, 
wltb a few obanca• wblob be -.de, the W'&1 we ba'll 1t 
now baa 1111 &PPI'Cn'al. • 

oOo-oOo 

t 
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P.J!Jr: 

Oper a tor: 

l!HJr: 
Pat 
P.arr1Son: 

HMJr: 

H: 

IIJ.:Jr: 

!!: 

HJ.!Jr: 

c P. : 

Hl·!Jr: 

H: 

HliJr: 

H: 

l!MJr: 

H: 

l! : 

Hl!Jr: 

c H: 

Hello . 

Senator Harrison. 

Hello. 

Hello, Henry. 

Pat? 

Yeah. 

~y 21t, 1939 
:17 J). l!. 
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I hear you love me so that you insist that I cooe up 
there Friday 1n person. 

llo, what -- · what's happening -- you aee, t hey a-opointed __ 
passed this rorty billion rorty- tive million dollar atutr 
yesterday. 

Yeah. 

Over i n the House. 

Yeah. 
And I told them I'd try to oall the committee tor Friday 
or when it was agreeable to you. 

Nov • • • ... 
I don't know whether it will be neoeesary ror you to say 
anything, but I t hink probably 1 t would be better to be 
there ... . . . 

O. JC 

•••••. because some or them may want to delay 1t if I ask 
you to oome down. 
Now aupnosing I nave my t~ statement in my left pocket 
and tbe" otber one in the right and I get mi~ed up and 
pull the wrong one out. 

Oh well, we ' re not going to diaouas ta~es. 

Oh, you don't want me to pull the >~rong one out1 

No, no - - not yet. 
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HKJr: 

H: 

m~Jr: 

H: 

r1·!Jr: 

H: 

!-r.:Jr: 

li : 

Hl!Jr: 

P. : 

HI!Jr: 

H: 

HI·!Jr: 

H: 

Hl!Jr: 

!l : 

!lY.Jr: 

H: 

HKJr: 

H: 

HMJr: 

H: 

lnt.Jr: 

H: 
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!lot :yet. 

:~t-I :~~maiyt ~ak1d:vobeu abome queationa, but I dcubt it. 
-ou etter tor you to come. 

Yea. 

I want to get through Wi th it without anything, it I can . 

Yeah. 

You understand? 

I understand. Now look •••••• 

I think 1 t would be a good idea t or you to be 1n the 
ante room. 

Oh, I ' ll - - I ' ll come right 1n publicly, i f you want me to. 

And bring who you want. 

Yeah, I'll -- I'll come up . 

Are you going to be here Friday? 

Yeah, I'll be there at ten t hirty. 

Is Thurade:y more satisfactory to you? 

No , I think Fr1de7 at ten thirty would be perfectly ••••• 

All right, Friday at ten thirty. 

And Hanes and Bell a.nd I will be up there. 

All right. 

Now, do :you want to atop b:y tomorrow morning? 

Well , I don't know whether-- I don't know what m:y atatua 
ia over here. 

Uh-buh. 

I don ' t know vhe ther I -- you mean, on m:v way down? 

Yeah. 

Vbat time do you get dovn' 
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R: 

RMJr: 

H: 

HMJr : 

H: 

HHJr: 

H: 

IIJI.Jr: 

H: 

!IMJr: 

H: 

m!Jr: 

ll : 

IIJ.!Jr: 

H: 

Jll.!Jr: 

P.: 

!IMJr: 

H: 

HHJr: 

R: 
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Oh, nine o ' clock. 

Uh-huh. Do 70u want to see me about anything in partioulart 

t/ell, thh t hing ia kind r 
whether t he President tal~ dmotving , and I don 't know 
not. e axes to you at lunch or 

\•/ell, he went over t hings generally and it seemed 
I -- t hat he has got a kind or change or mind. 

Well that's •. . ..• 

He talked ver7 well -- very fine about it. 

Yeah. 

That's the war he t a lked toda;y. 

Uh-huh. 

to me 

I made a suggestion -- simi lar to the one I made the othtr 
day. 

Yeah. 

That he ought to ask Doughton to put the continuation or 
the excise taxes, which expired December the 30th -­
Januar,. --June the 30th •••.•• 

Yeah • 

• • • • • • W1 th t his corporate structure proposition~ 

Yeah. 

And t hat on the -- taxes on t he 1nooaes rroo future 
aeourit1es, t hat tha t come 1n a separate bill. 

Yeah. 

And I t hink -- I think things will be all rlgbt. 

You t hink things will be all rlgbt? 

I t hink ao. 

Uh-huh. 

That ' s the way it ' s working t owar d. 
Daughton a while ago, but I haven't 

I put 1n a call tor 
got ten him. 

.. 
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mtJr: 

H: 

HMJr: 

H: 

!U!Jr: 

H: 

RMJr: 

F. · 

I!MJr: 

:1 : 

!!1-!Jr: 

H: 

!!MJr: 

H: 

HHJr: 

!!: 

HJ.:Jr: 

H: 

HHJr: 

8 : 

IIMJr: 

H: 

HJ.!Jr : 

H: 

l!I!Jr: 

-. -
Well , the:r• • • been dovn h ere. 

Huht 

He'e been down here. 

Well , he isn ' t still down t here 1& he? 

llo , he ' e lett. 

Hae he gone baok to hie otriae? 

Yeah. 

All right , I may get lfltb him thla afternoon. 

Uell, don't keep Me ln t!le d&r:: nett . 

I won't. Well., that' e exaotl:r What h&ppened. 

Al.l. right. Wel.l t hey ••••• 

Jlmm:r Burne was out wlth him Sunday on hie boat. 

Yeah. 

And I think Jimmy brought the question up. 

Yeah. 
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And the President asked us t o aome down and have lunoh 
toda:r. 

Uh- buh. 

And I think it's kind ot getting to h1.01 don't 10u eee! 

I eee. 

So I think things are going to work out all. right. 

Wel1 •• ••• 

I hope ao. 

That eounds good. 

Yeah. Al.l right , Henr:r. 

o. JC. Al.l. right . Good b:re. 
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TELEGRAM SEIIT 

GRAY 

7 p. m. 

110..1!:: 1 ! :?AL"l) 

j'A~ t~1cgrr~ ~o 1~7 U'lv 10 o l • .. , ,, ~ . .,,. 

,..,", u··:, -:x~:·.c. in t:t) appropr$ n. tc u \, .... o ... • ~..1..1.: .J ·r. 'l.ll; 

!:.cot: ... "\ ~0::, o:£' ~h,::. ·T•• .. ~i· ff Act o< 9" < - . v· · ~·O ' !:l'l~cccy nnd 

.LC'lVE " ,,o c11ncrti;ion n:> to ita np· l1coti01. ~·l' thE 

~·1 e 'l ~ vr:; Dr.p~.rtl'~nt undEr thE cona it.l.ono r;rl' for th in 

1 ~rl\(ll'!\pll tf.'O or my ttlE5J':ull No . 36 or ::r .. 13, 2 P• n.. , 

nn6 tl!.ct thi:J ::dmini,tro.tivt mcoourt l.• rc ~- di:-cctcd 

cxc1uo1vc1y n~inst Itcly. 

I n fnct, 03 o. rE~ult of findin:;:~ by the Trc~aury 

Dtpnrh"e:1t, cow,tcrv·:111ng dutit:J ore ncm ~n effect or 

h'lve in recent ;c~.ra bEEn in effect upon various producto 

or Auotro.lia , Denmark, E•>::;1and , Irt1anCI , t:ctht r l:mdo, 

t't n ntmy, South Afri cc , L:t t~uonio. , nova Scotic. , Pol nnd and 

other colm~rico . In n ntunbt>' of e~.or.c the other country 

involved lt.'l!l <><Xiifitd ita pr.ac tictc oo nn to avoi d the 

nccc:Joit:r of incurl'in~ countcrvnilin; dutica . SO!l1Ctl.mi:o 
the 

• 
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2-#42, To RomE, Ncy 24, ? p. m. 

the other government hna taken thE corrective steps 

o.fttr tht eountervo.iling duty order \'tan iosucd, in which 

co.st lht order ho.s been revoked or oppropri:> tcly modified. 

In other coces it ~-a proved not t b ·~ o e necessary to issue 

tht eounterv~ilic: duty order o.t a ll since the other 

eovcrnmcnt ~eted promptly upon the receipt or prior 

notice ' oue'l t:~ t '1nt l'lhich ho.s tcen civen ~0 thE I t alinn 

VovErrrnEnt , ~o tl.i_-nico.t t the :)ub:n.dy ;:roctt'..Jrt ~:1 quEstion, 

in oo :~r os it O.?nli<d to exports to the ~oited states. 

Fo:• r.xn:n9lt , extended diooussiouo tool' ;:>lnct l nst 

year bctwcen rtprcstntotives of the Nctherl:mds Government 

and t ht Treasur y Department with a view to dtteroining 

how tht vo.rious Netherlands proctdures wi th respect to 

da i ry products could be modified so as to keep export s 

of suo~ prod~ets frtt o; cntanglem£nt with Section 303. 

Explo.no.tion along the fort0~1n~ lint would appear 

tUntly since thE I talian CommErcial Counselor recently 

stated informally at the Treasury Dcpnrtmcnt that the 

Italian runbssso.dor her e might request aoauranocs that 

contemplated action bas no political ai~nifioanoe . 

Eu :JliH :A::R 
EA :LS PA/D A- S u 

!lULL 
(S\1) 

s 
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Srarctary or State, 

'Hashing ton. 

732, May 24, 6 p.m. 

GRAY 

London I 
Dated Uay 2~ , 1939 

Rca 1d 2:<l0 p.m. 

FOR T'l~SURY F'lO I BU'l"l'~OI\TH. 
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One . Tb£ Prim£ 1Un1stcr's announcm cnt in th£ 

Houn or Commons today forcaaating an An·;l o-Russian 

under a tanding i .n the ncar future haa further reenforced 

thE growing optimism in the city. This Morc hopeful 

attitude or mind has bern partly occasioned by thE 

absence or any untoward development since the seizure 

or Albania and partly by the inspired reports or British 

armament progress, coupled with thE conclusion or 

allinncu, particularly with Turkey. It hoB also b£tn 

tostcrcd by the statEments acdc lcat wEEk bJ thE Prill£ 

Minister at n privntc dinnEr ot the Pnrlour Club, which 

is oomposed or obout thirty lending tigurta in th£ city. 

Mr. CbQmbrrlnin is snid to hoVE given tht 1mprcss1on of 

oonaidrrnblt opt1miom nnd cmphoai~cd tht nrmtd otr cngt b 

or this country . He also is anid to hOVE expressed thr 

vi rw thot wbrr•cao h£ 110s not prepared to mgotictt w1 tb 
• Gc:rmnny 

• 
.. 
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- 2- #732, llny 24 , 6 p .1:1 . from London 

Germany ~t th£ prEsEnt timE , h£ did f EEl that at somt 

ruturt date thE gap might bt spanned by "a golden bridgt", 

Two . Th£ rECEnt strength or British Govtrnntnt 

securities - for exaaplE 3t ptr cent war loan whi ch 

stood at 90 7/8 on April 27 closed a t 95t today - ptrmita 

tht is~uancE tomorrow or a pounds fiVE m.i llion South 

African l oan. Its ttrn3 arc 3t per cent 1954 - 59 at 

96t , Inc~dente.ily tbis 1a t h£ fir at r.tw l'Ont? to bt 

raiotd by South Africa in thc L~ndon Marke t oincE 1~32 , 

In r~ct in recent years South Africa has bten sttadily 

repaying her London dEbt which has bt tn r •ducEd to pounds 

101, 000, 000. 
Thr EE . Th£ Governor or thE Bank or France bns 

nrrivtd 1n London and I undErstand io di ocussing with 

thc Bri t ish monetary autberitits posoiblt nrnsures fo r 

Anglo -FrEnch r tnanci nl coopt rntion in t bt cvtnt of w~ 

~nd othl: r rElated '!K'obltoo . Unltoo 1n9tructtd I shall 

make no attempt to ltnrn rro1:1 official sources what 

trnnspir t a 
08 

I rEtl wE haV£ in this o~ttEr no locus 

standi. 
Four . I n thE official record Simon' s otattmtnt 

ctuotcd in par~g:rnph nunbtrtd two of my 729, Uc.y 23, 
A "I do not (repen t not ) 

6 p .o ., w~s changtd to rtllu : 

think that my ansucr covcro that" . 
Pivt. 

• 
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FiVE . ThE forEign EXOhnll8E mo.rkEt inD.ct1VE • ThE 

Bo.nk of Fro.ncE which ho.s only been a smo.ll ruy•r of 

sterling 1n thE rtctnt po.st brgo.n o.gain todo.y to bu:y 

dollars at 37.74!. 187 bo.ra wert sold o.t gold fixing 

ot which 75 WErE mo.rritd and the Bonk or Englo.nd 

suppliEd so. Rcquirtmtnts wert prorated o.t 35 per 

cent. 

KENNEDY 

HPD 
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PAILUWUU OF HLwaUI UOilnD 

BCII: uer1oan ~ •• ,., Parb, rrance 

Da~ea ll&J 24, l9S9, 5 p.a. 

wo.a · 1.000 

rat . !1111 DtiBIIRY. 

011 tile excbange -.rtn t~J there were no cuteh.nd.-

1JIC d.nelopa•b. A fair aaOUIIt of d.ollara waa bought 

f or tile t1m4 'bJ tile Cllaae B&rlt . llore clleertul. aeourltJ 

artn. J. p.1Jl of about ao o•U••• in retee, and. aboui 

1 per oat 1a YU1ab1e r~aue .. curl u .. . 
Aooord.iJig to a ••1-offlcial etat•ent publhhe4 i n 

331! 

aoet flD&D.oial papere tb.ia morning, conYerdon eubacrlp- a 

Uou to tile loan 1 .. uanoe of ll&J 15 which 1a ache4uled. 
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