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Henry H. Edmiston on the New Tax Program 

Mew tax program 

Secretary Morgenthau, after a conference with Congressional leaders, 
announced that they had agreed to raise an additional 03*5 billion of revenue 
through new and increased taxes. The Secretary did not discuss the methods 
to be adopted in raising the new revenue, but indicated that the program 
would unfold in hearings before the House YJays and Means Committee soon* 
The objective of the program is to finance two-thirds of total Government 
expenditures from current revenues and one-third from borrowings* The Secre-
tary said President Roosevelt has agreed to the new program* 

Fiscal outlook 

The Secretary also gave new estimates of Government expenditures 
and receipts for fiscal year 19ij2» Total expenditures were placed at §19 
billion, which would indicate national defense expenditures of $12*3 billion* 
This is only slightly over §1 billion a month and is the rate that might be 
expected at the beginning of the fiscal year® In view of the tremendous 
expansion of the national defense program, including the lend-lease program, 
it is rather surprising that the Secretary should give such a low expenditures 
total* 

Receipts from the present tax system are estimated at 09»2 billion, 
an increase of about §1 billion from previous budget estimates. The Secretary 
said this increase was attributed to improved business conditions* 

The Secretary said that if the above tax program is passed, the 
Treasury will need to borrow about $6 billion of new money in fiscal year 
19l|2« The receipts and expenditures figures above indicate a budget deficit 
of v9«8 billion* After taking account of noncash items included in expendi-
tures and various other necessary adjustments and billion of social 
security net receipts, this deficit would be roduced to about £8*3 billion. 
In order to have to borrow only §6 billion of new money, the proceeds from 
the new tax program in fiscal year 19̂ 42 would have to be about 02*3 billion. 
In order to obtain this amount of revenue in fiscal year V)bZ from a 03*5 
billion tax program, a substantial amount of new excise taxes or other forms 
of sales taxes, which would be reflected immediately in receipts, appear to 
be contemplated by the Treasury. 

The Secretary hinted that the program will include some lowering 
of personal exemptions for individual income taxes by saying that persons 
who paid no taxes this year might have to pay taxes next year* 
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Miscellaneous comment 

The Secretary stated that in -working out the program the question 
of inflation and checks on price rises was considered. The two-thirds-to~ 
one-third ratio for financing Federal expenditures will be a strong deterrent 
on price advances• He said, however, that taxation is not the only method of 
keeping prices down® 

The Secretary explained that his $19 billion of total expenditures 
made no allowance for increases in ordinary expenditures above budget esti-
mates • For this reason, he stated that he hoped Congress would not pass the 
additional appropriation for 0350 million for agriculture, tAiich was recently 
approved by the Senate» 
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