
Mr. C. F. Stain,
Chief of S ta ff, Joint Com. 
Internal Revenue and Taxation, 
Room 1336, New HOB,
Washington, D. C. REDFCINC TAX NEEDS

Dear S ir:

The need for taxes to meet current in terest on p io lie  debt* is one and 
one/half b illio n s ; The need & year hence w ill  be about three b illio n s ; the
annuel need by July f i r s t ,  1944, 0.1 two hundred b illion s  " i l l  be about l iv e  
b ill io n s .

The need, therefore, fo r additional taxes to meet the- increasing 
debt, on account o f Interest on the public debt, *111 he three and one/naif 
b illio n s  in excess o f wh&t i t  is  aov.

HO tv TO AVOID Tal ON USCESSARY HTEREST CHARGES

At present the tax on the existing debt is  lergly fixed by contract, 
ano toe policy o f se llin g  bonus to the individual c itia ea  is heeded to avoid 
a larger eort which would ensue i f  the do lla is  of the; consuming public ere not

t< ithdra^n *'rom circulation by converting doll* nth co oats, aid
thereby '-e !u; lap the volume o f , .one. _a circu lation, lot the of government 
bond5 to the conacre ,U1 banks at interest is  not laces aary, in not net led, as a 
means o<* obtaining t ie  money necassaiy fo r  *ei da:‘case ana n r  prosecution.

I t  1b not n&ccosary fo r the exce l!L it reason that V.& ea&e *oney can 
be obtained from the Federal Reserve Balks by placing with such banka in propor­
tion  to their assets, Inited Stater certifica tes  ;■:* debt, bearing no in terest. 
Taia plan would increase the number of dollars to tne tame extent, except that 
i t  would not require additional dollars to be raised by taxation fo r the payment 
o f interest on tne money thus created.

When the United States se lls  its  bonds ®i»xx or notes, * i t  1 or without 
in terest, i t  creates demand bank deposits subject t.o check, t r t  is , i t  creates 
that form of money employed as a medium of exchange, known cnec* end
which transaction ^es _yxi&y , This check money tr&c ~cto over a..I«*five per 
cent o f the fru»infsŝ 1La»—izzzû d* &,u. is convertible into legc-1 /tender money on 
demand.
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PLAN TILL IWCE1.ASE TAX niTO?'?S 'ITdOUT ISCRUSI^G

TAXIS FOR INTEREST

I t  is an e stab 1 issued fa c t, that subject to maximum employment, tne 
n&tic aal income is three times tne money in actmly  circu lation. It follows 
that until fu l l  employment ig  achieved the national income w il l  increase, and, 
therefore, on existing tax laws, w il l  increase the tax ravenue from income, 

amount
Toe xsatxxXxxx, therefore, o f tne credits obtained, money obtained, 

from t ;* Federal Reserve Banks, w ill be more easily liquidated, and, moreover, 
cen be /iquidated at tne convenience o f the Government without the enormous 
penalty o f in terest, and avoid the excessive taxation which non three tens to 
discourage the production so v ita l and necessary fo r  war defense.

EXISTING PUBLIC DEBT m  DISTURBED

Tne existing public debt and tne obligation to pay Interest thereon,
is net ilstmfced by t te plan proposed, as the propered plan contemplate# the 
cessation o f interest only on the additional moaê  required.

The plan does not in terfere wit f e l l i n g  war saving stamp# and bonds 
in exchange fo r currency and money of dome ad bank depot t ie .  The e le  of bonds 
to  tne consuming public for cash automatically re tires  a substantial part of 
tne dollars created for war purpores, taxation does the ram# thing. The plan 
proposea is  to make unnecessary the creation o f more money fo r  in terest on new 
money r< eouired for defense and war.

id  no at respectfu lly ca ll your ehtnation to the fact that the history 
o f toe public debt discloses tnat the interest on the public debt has exceeded 
t he principal, up to the world war, and her been & charge, and is uov; a charge, 
on In* taxpayers.

I t  is respectfu lly urged th .t i t  in against a wise, economic policy
to  tetx t. \< people and pent l ir e  them for the p riv ilege  o f exercising the sovereign 
righ t o f the people to created money and regulate tue value thereof.

The Conctiitirtion gave to tne Co.ngr©S3 of the United Stater the LXCLU- 
SIVK FIGHT to create steamy, and forbade t :.e individual states to do so. Congress 
having fa iled  to adequately provide the money needed fo r  the expanding commerce 
o f the United Stater, the people did so through individual banks by permission, 
in  tne case of the S&tioa&l Banka, against government aebt, ana by consent with 
e l l  barks against private debt secured by p rig ite  property to tr-e satisfaction  
o f t ie  bank. The weakness and great danger of th is  uncontrolled expansion o f 
cred it j* j? been demonstrated by the iadefsnsibl and uncoatrolled contraction, 
illu stra ted  during the last decade when ten thousand banks fa iled  as a conse- 
wnence o f uncontrolled contraction of credit money.

nevertheless, tne federal Reserve System has been greatly strengthened 
during the last ten years by -any safeguards, and can easily be made absolutely

I t  is  a natter o f congratulation that the bureau# o f research o f the 
government, anti o f others, have greatly improved tne general understanding of 
th is  subject matter, and fu lly  ju s t if ie s  this le tte r  to you. The mechanics of 
tne suggestion I  make is  simple.
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A c e r t ific a te  of debt fo r  a b illio n  dollars on a sheet of pare ament 
is  as good, in ite  e ffe c t , fend of the same value as ten m illion engraved 
sheets o f a hunaeed dollars each, or a m illion sheets o f & thousand dollars each.

Such ce r t ific a te  deposited ith  the Reserve bank without interest 
is  simple end inexpensive, and e ffe c t iv e .

Cuca apian would save the American taxpayers fo r  trie f is c a l year 
1943, flTTEFN iiUffBEP MILLION DOLLARS, and in the fis c a l o f 1944, THIRTY-FIVE
EimplD  ULRICA DOLLARS.

This annual saving to the individual taxpayers o f the United States
v ,.ii. ;< it  unnec-.esoary fotf7fie Committee on ays and leans to t -* t .eir ingenui­
ty in finding additional rMjf in which to tax those with capacity to pay, or tnose 
whose capacity to pay is  neglig ib le .

flease ttccept assurances of ;«.> respect and good rishes.

: ebt. L. Owen.

/
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