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TREASURY VEPkWmm

Washington
FOE IMMEDIATE RELEASE, 
Monday, October li. 19A3.

Proas Service ^
3 1

the Secretary of the Treasury today announced the subscription figures and 
the bases of allotment for the cash offering to commercial banks for their own 
account of 7/8 percent Treasury Certificates of Indebtedness of Series F-1944 
and of 2 percent Treasury Bonds of 1951-53•

For the 7/8 percent Treasury Certificates of Indebtedness of Series F-194A, 
reports received from the Federal Reserve Banks show that subscriptions total 
approximately $5,331,000,000. Subscriptions in amounts up to and including 
$50,000, totaling about $190,000,000. were allotted in full. Subscriptions in 
amounts over $50,000 were allotted 26 percent, on a straight percentage basis, 
but not less than 150,000 to any one subscriber, with adjustments, where neces
sary, to the $1,000 denomination.

Ill I /•
For the 2 percent Treasury Bonds of 1951-53, reports received from the 

Federal Reserve Banks show that subscriptions total approximately $5,516,000,000. 
Subscriptions in amounts up to and including $50,000, totaling about $252,000 000 
were allotted in full. Subscriptions in amounts over $50,000 were allotted 25 
percent, on a straight percentage basis, but not less than $50,000 to any one 
subscriber, with adjustments, where necessary, to the $1,000 denomination.

Further details as to subscriptions and allotments will be announced 
when final reports are received from the Federal Reserve Banks.



TREASURY BBBdlTRERT 
Washington

FOR E'I!E3)1ATE RELEASE, • P ress  S e rv ic e
Monday., O ctober 1 1 ». ,LM3ji ti * \ ”

The S e c r e ta r y  o f th e  T re a su ry : today announced th e  sub

s c r ip t io n  f ig u r e s  and th e  bases of a llo tm en t f:f  or th e  cash o f f e r 

ing to  com m ercial banks f o r , t h e i r  own'Recount of 7/8 p ercen t ,

T r e a s u r y  C e r t i f i c a t e s ; o f indebted ness, o f S e r i e s .^ 1 3 4 4  and of

2 p ercen t T reasu ry  Ronds, o f 19hi-do»

For .th e  , 7 /0. p ercen t T reasu ry  p e r t  i f  ica teep  o f Indebtedness
S e r ie s  F -1 3 4 4 ,' r e p o r ts  re ce iv e d  from: th e  F ed era lo f  ' ax j- J- — V Tr , fi — — .V  ̂ 1 . Or*- 'ZOl

Ba'nks^slic'd th a t  ‘s u b s c r ip tio n s  t o t a l  app roxim ately  Rv, jo l ,
u6! erve,

0 0 0 ,0 0 0
S u b scrip tio n s '; in  /amounts? up' to  -and in c lu d in g  §50 , OOCR . to ta lfh H  
about § 1 0 0 ,0 0 0 ,0 0 0 , were a l l o t t e d  in  f u l l .  S u b sc r ip tio n s  in 
amount s '' over; ,§ 5 0 ,0 0 0  wer e a l lo t t e d  .26 ■ p ere e n t , on a s t r a  ig h t 
p ercen tag e  b a s is > but not le s s  than § 5 0 ,OOO. t o P n y  ^  sub
s c r ib e r ,  w ith  ad ju stm en ts, where n e ce ssa ry , to  th e  p ,l, 000 o.e 
n om in ation ,

For th e  2 p e rce n t T reasu ry  Bonds o f 1 9 5 1 -5 3 , re p o rts  r e 
ceived  from th e  F e d e ra l lies erve Banks show th a t  suds eru p tio n s  
t o t a l  ap p roxim ately  $ 5 , 516 ,.000, 000. S lab scrip tio n s  I n  amounts 
up to  and in clu d in g  § 50, 000, t o t a l in g  about § 2'54 ,000, 000, w er 
a l l o t t e d  in  f u l l .  S u b sc r ip tio n s  in  amounts ov er,„>50,000 were 
a l lo t t e d  25 p e rc e n t, on a s t r a ig h t  p ercen tag e  b a s is ,  but not
l e s s  than § 50,000 to  any one 
where n e ce ssa ry , to  th e § 1 , 0 0 0

s u b s c r ib e r , w ith  ad justm ents 
denom ination,

F u rth e r  d e t a i l s  as to  s u b s c r ip tio n s  and a llo tm e n ts  w i l l  
be announced when f i n a l  r e p o r ts  a re  rece iv e d  from th e  F ed era l 
R eserve Banks.

si
-oOo-



t r e a s u r y D W k m x m t
Washington

FOE RELEASE, MOHHBfG 8MSPAFERS, 
Tuesday, October 12, 1943»

Press Serties
Cf — \ I 

yvQ ► j  I f

The Secretary of the Treasury announced last evening that the tenders for 

$1,000,000,000, or thereabouts, of 91-day Treasury bills to be dated October 14, 1943, 

and to nature January 13, 1944, which were offered on October 8, were opened at the 

Federal Reserve Banks on October 11.

Hie details of this issue are as follows:

Total applied for - $1,185,062,000
Total accepted - 1,004,964,000 (includes $53,557,000 entered on a fixed-

price basis at 99.905 and accepted in full)

Range of accepted bids:

High - 99.926 Equivalent rate of discount approx. 0.293$* per annum
Low - 99.905 » « 0.376$ » »
Average price - 99.905/ n « »* w * 0.375$ w w

(93 percent of the amount bid for at the low price was accepted)

Federal Beserve Total Total
District Applied for Accepted

Boston | 44,005,000 # 41,478,000
lew York 774,033,000 614,587,000
Philadelphia 37,170,000 35,287,000
Cleveland 18,905,000 17,511,000
Richmond 31,083,000 30,092,000
Atlanta 8,145,000 7,832,000
Chicago 100,320,000 95,948,000
St. Louis 40,454,000 36,143,000
Minneapolis 10,505,000 10,134,000
Kansas City 22,462,000 22,152,000
Dallas U , 955,000 11,671,000
San Francisco 86,025.000 82.129.000

TOTAL #1,185,062,000 #1,004,964,000



TREASURY REPART KENT 
Washington

POR RELEASE, MORBINO BEWSPAPERS, 
Tuesday, O ctober 12, 1943»
.0- 1 1 - 4:

P ress  S e rv ic e
Bo J  M -  J-

The S e c r e ta r y  o f th e  T reasu ry  announced la ist evening th a t  

th e  ten d ers  f o r  § 1 ,0 0 0 ,0 0 0 ,0 0 0 , or th e re a b o u ts , of 91-day T re a s 

ury b i l l s  'to  be dated O ctober 14, 1943, and to  mature January 13, 

1944, which were o ffe re d  on O ctober 8, were opened a t  th e  F ed era l 

R eserve Banks on O ctober 11 .

The d e t a i l s  of t h i s  is s u e  a re  as fo llo w s ;

T o ta l ap p lied  f o r  - § 1 ,1 8 5 ,0 6 2 ,0 0 0
T o ta l accep ted ' - 1 ,0 0 4 ,9 6 4 ,0 0 0  (’in clu d es § 5 3 ,5 5 7 ,0 0 0
. en tered  on a f ix e d - n r ic e  b a s is  a t  99*905.and accep ted  in 
f u l l )

Range o f accep ted  bids?

High - 99*926  E q u iv a len t r a t e  o f d iscou n t approx. 0.293%
p e r , annum , 1 1 1 ;

Low. T 99*905 E q u iv alen t r a t e  o f d isco u n t approx. 0 .3 7 6%
p er annum

Average -  9 9 *9 0 5 /Equivalent r a t e  o f d isco u n t approx. 0.375%  
p r ic e  per annum

(93 p e rce n t o f th e  amount b id  f o r  a t  th e  low p r ic e  was accep ted )

§ 1 ,1 8 5 ,0 6 2 ,0 0 0

F ed era l R eserve T o ta l „ . T o ta l ;
D i s t r i c t Atrp lied  f o r Aco ept ed

Boston :§ 4 4 ,0 0 5 ,0 0 0 $ 41 , 478,000
Bew York 7 7 4 ,0 3 3 ,0 0 0 6 1 4 ,5 8 7 ,0 0 0
P h ila d e lp h ia 3 7 ,1 7 0 ,0 0 0 . 3 5 ,2 8 7 ,0 0 0
C leveland 1 8 ,9 0 5 ,0 0 0 '1 7 ,3 1 1 ,0 0 0
Richmond 3 1 ,0 8 3 ,0 0 0 3 0 ,0 9 2 ,0 0 0
A tla n ta 8 ,1 4 5 ,0 0 0 7 ,8 3 2 ,0 0 0
Chicago 1 0 0 ,3 2 0 ,0 0 0 . 9 5 ,940 ,'000
S t .  Louis 4 0 ,4 5 4 ,0 0 0 3 6 ,1 4 3 ,0 0 0 ’
M inneapolis 10 , 505,000 1 0 ,1 3 4 ,0 0 0
Kansas C ity 2 2 ,4 6 2 ,0 0 0 22, 152,000
B a lia s 1 1 ,9 5 5 ,0 0 0 1 1 , 671,000
San F ra n c isco 86, 025, 000, 8 2 ,1 2 9 ,0 0 0

§1 ,0 04,96 4 , 00 0



I f  I cannot get both together I » i l l  le t  the fish  

go sad take the bears» paws." Like h is to ry , philosophy 

sows times repeats i ts e lf»  in modern times the la te  

Ju stice  Holmes pointed out th at for everything »e have 

we give up something e ls e , and urged that we balance 

advantages gained against other advantages l o s t ,  know

ing what we are doing when we e le c t ,

file issue of sim plicity  requires a choice in which 

the advantage we gain must be se t against the advantags 

we lo se . We should know what we are doing when we 

e le c t .  We should know that ultim ate e ia p lic ity  and 

p erfect equity ere incompatible. Somewhere in the 

wilderness there is  a middle road between these two 

extremes.



Sim plification l i  an intensely ¿«sirab le  o b jective , 

p articu larly  In respect to individual taxes paid by the 

mass of the people. I t  is  also d esirab le  that pro- 

visions affectin g  smaller group» be untangled. But 

sim plification is not the offhand job many people 

suppose i t  to be* To a degree i t  can be accomplished! 

the Treasury is  giving more than lip  service to the task* 

We hope we may have your help as we take each step on 

th is uphill road*

Eut le t  us not delude ourselves* There can be 

no p erfectly  simple tax statu te  th at he who runs may 

read* Let me co rrect myself| there can be such a 

statu te* But you would be the f i r s t  to p ro test I f  i t  

were enacted* The price of too much sim plicity would 

be too much in ju s tic e , and too much escape from tax by 

too many* The wise choice must be the greatest possible 

sim plification  consistent with the greatest equity to 

a l l  taxpayers*

/  .Many years ago the Chinese philosopher Msnciua 

said , *1 like f is h , and I also  like bears1 paws, but

i f  I cannot
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bar to help us in tint solution of inis problem, m i

a l l  these, and many oth er, problems»

The problem of sim plification is  one of degree*

g reatly  increased in the la s t  few years as our ra te s  

have mounted to new high levels and as our taxes have 

extended th eir reach to many more taxpayers* Without 

doubt the Current Tax Payment Act of 1942 has touched 

o ff the most recent demands for sim p lification . This

v isio n s, has confounded confusion* With these pro*

fora* l e t  we must have such a fora* The law must be

simplified so th at the average man of the s tre e t  w ill

have appointed a committee to make a carefu l study 

of the subject* In the Treasury we are working upon

Undoubtedly the popular demand for sim plification  has

A ct, with I t s  e so te ric  forgiveness and windfall pro

visions and the victory tax In the sta tu te  i t  lias 

become impossible to prepare a reasonably simple tax

not need to employ a lawyer or an accountant to compute 

his income tax l ia b i l i ty .

Sim plification is



and employees. Clearly the cap ital stock tax and 

the declared value excess p ro fits  taxes should be 

eliminated even a t  the cost of revenue* As a matter 

of f a c t ,  any loss in revenue could easily  be regained, 

without any substantial red istrib u tion  -of the corporatew XT

tax burden, by increasing the corporate income tax 

rates*

Turning to complications which a ffe c t  only limited 

groups of taxpayers, everyone w ill readily admit that 

there is  much work to be done* The so-called  reorgani

sation provisions are almost unbelievably complicated. 

Various tru st provisions have resulted in a flood of 

l i t ig a tio n . The corporate r e l ie f  provisions of the 

1942 Act presentl a ata xerlng adm inistrative problem. 

The new powers of appointment provisions of the 1942 

Act f a l l  fa r  short of solving the problems with which 

they courageously d eal.

The whole problem of co -re la tio n  of the Income, 

esta te  and g if t  taxes has had l i t t l e  r e a l is t i c  thinking 

for many years* We have ca lled  upon the outside tax
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This recommendation, i f  accepted, w ill have the bene

f i c i a l  re s u lt  of eliminating quarterly declarations  

for a l l  persons who have sal&rie* taxable a t bracket* 

above the f i r s t  bracket ra te  and no other substantial 

source of income.

While most corporations are in a better position  

than most Individual* to employ legal and accounting 

assistance in Urn preparation of th eir returns and the 

determination of th eir tax l ia b i l i ty ,  many small corpo

rations are in much the same position as the ordinary 

Individual taxpayer. Undue complication, is  inexcusable 

even in the corporate f ie ld . In th is connection I c a l l
I Wto your|attention the fact that m  now have five prin

cipal kinds of corporate taxes , i i  have (1 ) the ordinary 

normal and su rtax , (2 ) the excess p ro fits  ta x , (3 ) the 

declared value excess p ro fits  ta x , (4 ) the ca p ita l stock  

ta x , and (5 ) the personal holding company tax* The 

whole adm inistrative machinery operates separately with 

respect to each ta x . The re su lt i s  much duplication and 

waste of manpower on the part of corporate executive»

and employees*



owner« of p a rtia lly  tax  exempt Government secu ritie s  

i f  we give the income from those se cu ritie s  special 

treatment by permitting a cre d it against the to ta l  

tax computed by multiplying the income from such 

se cu ritie s  by the existin g  normal tax ra te . Such a 

cred it would have e ffe c t  only with respect to the 

limited number of taxpayers owning such s e c u r it ie s ,  

and would free other taxpayers from the extra  burden 

of two computation«. I t  would, of course, en tirely  

respect the exemption now enjoyed by the owner® of 

p a rtia lly  exempt secu rities#

Another suggestion originating with Judge Vinson 

and recently  made to the fays and Means Committee m s  

that withholding be put on a gross basis under a system 

which would enable taxpayers to understand instan tly  

what percentage of th e ir  sa la rie s  being withheld 

a.t the source# We also recommended to the Committee 

that co llection  a t the source be made to apply on a 

graduated basis to the taxpayer1» fu ll  l ia b il i ty  rather 

than his p a rtia l  l ia b il i ty  under the f i r s t  bracket*

This recommendation,
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In reoognitioa of thla grla feet ths tramar? luta 

made mny suggestione la thè last two years, »orna &t thè 

cast of radilo lag thè perenne* For esempla, la 1941 «a 

reeoiamende& tha short fora r a tura to Coagre sa* la 1942 

«a re commendaci tha eliminatiun of tha aarnad incorna credit, 

aot ha causa wa intra out of «ympath? with soma differenti*» 

tioa In favor of aarnad incorna, but because tha mìs~named 

aarnad incorna aradit in tha astiating ha ma not worth tha 

compiasi ty i t  ìavolved* In 1942 wa alio recommended tha 

elimination of tha capitai stock* desiar ed vaine gueaeing 

contest. Recenti?, in hls appetranee baiora thè fa?a and 

Maana Committaa, tha Secretar? of tha Treaaur? recomaanded 

tha elimina ti on of tha vie tory tax* tha Treaaur? had 

originali? opposti thls matura on tha ground that ì t  would 

oadui? aomfllaata tha tax a?atm« Non that chioken haa 

acme home to rooat*

In hit recaat appearance hafora tha la?s and Maana 

Committaa tha Staratar? of tha Trattar? alto reeommendtd 

tha conaolidation of tha nomai tax and tha aurtax iato 

ona tax, thus avoidlng tha naaasait? of aaparata oaleulation* 

Such a conaolidation wìll not rsault in a windfall to tha

oonera of



m XI* •

Th«re le  « a i l *  way of approaching the «abject 

of sim p lification , We may divide complications into  

two types, Undsr the f i r s t  c la ss if ica tio n  one could 

put ti;Oi* provisions which a ffe c t  large numbers of 

taxpayers. Under the other c la ss if ic a tio n  oat sig h t  

put provisions which a f fe c t  only lim ited groups of 

taxpayers.

The necessity  of simplifying provisions for the 

benefit of large numbers of taxpayers has Increased  

in importance in th# war y ears. In 1982 we had ■ 

slig h tly  less than 2 m illion taxable individual re

turns. There w ill be about 40 m illion taxable returns 

for the year 1948. i  reasonable number of complica

tion« m y be handled in  2 m illion return«. To handle 

complications in 40 m illion returns is  a horse of a 

d ifferen t co lo r . And while our tax system might 

sa fe ly , though not w isely, I r r i t a te  2 m illion of our

c it ls e n a , i t  w ill run serious risk s  i f  i t  i r r i ta te s  

twanty times that number.

In recognition
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adm inistrative ruling»* Then the courts make their  

r e t a i l  contribution to a wholesale statute* The Tax 

Court, the Court of Claims, the D is tr ic t  Court», the 

C ircu it Courts of Appeal, and the Supreme Court, a l l  

add th eir quota of judge-made law* I t  must be remem

bered th a t the courts quite properly do not r e s t r i c t  

themselves to the l i t e r a l  language of the statu te*  

lords are not c ry s ta ls  f they have many meanings de

pending an the context* No m atter how a rtic u la te  a 

statu te  may be, there Is  always room for in terp retation  

the meaning of each sentence may be more than that of 

the separate words, as a melody Is  more than the notes 

of music* No degree of p a rticu la rity  can ever obviate 

recourse to the settin g  in which a l l  statutory  language 

appears and which a l l  the words of the statute co l

le ctiv e ly  create* To paraphrase former Chief Ju stice  

Hughes1 remark about the C onstitution: *ie  are under 

m  Income tax s ta tu te , but the sta tu te  i s  what the 

judges say i t  is**

There i s

***
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w ill look a t the Code, you w ill find that 11 section» 

are devoted to th is one item of avoidance prevention, 

each of which has required much adm inistrative arid 

ju d icia l in terp retation *

A perhaps more important cause of complication 

is  the n ecessity , in ten sified  when rate® are high, of 

giving r e l ie f  in  exceptional cases* The 1942 Act beat 

a l l  records in the quantity and scope of i t s  r e l ie f
; yj'j

provisions* Page a f te r  page is  devoted to r e l ie f }

120, or more than h alf of the to ta l  208 pages, are 

devoted to the can cellation  of inequities* In addition, 

42 pages are d ovoted to c la r if ic a tio n s  and definitions  

to enable more equitable and f a ir  enforcement* This 

makes a to ta l  of 104 corrective  sections out of a to ta l  

of 173* la  pages, th is is  nearly 78 percent of the 

A ct, 1&2 pages out of 208*

To these causes of complexity there must be added 

another underlying cause* Income tax law begins with 

the s ta tu te , but i t  does not end there. ' I t  journeys 

on into in terp retative  regulations and many Informal

adm inistrative



nnd I m  sure that a l l  of you will agree» p a rticu la rly  

in time of e a r , to the necessity of insuring the end 

that *no one should he ¡»em itted to avoid hla ju st 

share of the tax burden** The escaped burden is  

Inevitably passed on to  o th ers.

I f  we are to prevent tax avoidance we must have 

provisions designed to  that end. Such provisions, of 

n ecessity , are often complicated. They must be com

plicated 'because one dare^not fire  a shotgun into a 

crowd. They must be precise instruments which ¿0 

th eir job of preventing avoidance without injuring  

innocent taxpayers. * * * * I t  i s  not enough to a t 

tain  to a degree of precision wnlch a person reading 

in good fa ith  can uuuerataua; * # a i t  is  necessary  

to a tta in  i f  possible to a degree of precision which 

a person reading in bad fa ith  cannot misunderstand.*1 

■ An example In point is  the personal holding com

pany provisions. Tae 19S7 tax investigation  amply 

demonstrated the need of preventing the avoidance of 

tax by the use of incorporated pocxetbooks. I f  you

w ill look
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the parson who spplisd fop the policy aa# paid the 

f i r s t  premium, since such a naive construction of the 

statu te  would have opened the floodgates to  wholesale 

tax avoidance.

A s c ie n tif ic  analysis of the problem of sim p lifi

cation  requires that we inquire a t the outset into the 

causes of complexity. I suggest that there ere three 

primary causes. The f i r s t  is  the necessity  for pro

tectin g  the revenue. There are always taxpayers and 

tax sp e cia lis ts  who are on the hunt for loopholes. 

Indeed, one court has said that tax avoidance is  in  

tha nature of m ortals. I should bs the la s t  person 

to put blame upon anyone who attempts to minimis# tax  

l ia b i l i ty .  Tha Supreme Court i t s e l f  has hardly ever 

failed  to render mandarin courtesy to the doctrine  

that "When the law draws a l in e , a case Is  on ona side 

of i t  or the o th er", and i f  the case is  on the safe 

sid e, i t  " is  none the worse legally  that a party has 

availed himself to the fu ll  of what the law perm its." 

Bat I do in se rt in parenthesis that i t  is  b etter a t  

le a s t  for ths uninitiated not to get too near tha lin e ,

and I am



■
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I t  is  a job that w ill never be completely don#« Tot 

i t  is  & Job that must be tackled#

the Job bad better be tackled with an understand

ing of the d istin ctio n  between sim plicity and simple 

language# This is  an audience which can readily  

appreciate that distinction# You are a l l  fam iliar 

with the famous insurance section  of the estate  tax  

statute# which was f i r s t  enacted i s  1918 and remained 

unchanged u n til the 1942 le t*  the -laconic five lin es  

of th is  provision once seemed simple enough# there 

were no complicating amendment» fo r more than 'twenty 

years* Yet the few words contained in th is provision  

have furnished a remarkable example of what Professor 

Chafes has called  *the disorderly conduct of words.11 

At d iffe re n t times the apparently simple language of 

the insurance section has meant many things to many 

men# The one thing the language did not mean# accord

ing to regulations and court opinions, was what i t  

seemed on I t s  face to mean* the language# *taken out 

by the decedent upon hi» own l i f t , *  I I I  not refer to

the person
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t!i0 1927 Finance JLo£ til# 1 <2 arris d Justloo axpraaitd  

h is exasperation In to* following languaga i

"That section in five p a p s  of the 
'tow Reports* edition of the s ta tu te s , 
makes piecemeal amendments of section 21 
of the Finance A ct, 1922, «Web, make i t  
p erfectly  u n in tellig lb la  to the layman, 
and to any lawyer who has not Bade a pro
longed study of i t  with a l l  hie law books 
a t  hie elbow. I t  i s  a crying scandal that 
le g isla tio n  by which the subject is  taxed 
ahould appear in the/Statute-book in that 
u tte rly  u n in tellig ib le  fo ra . I am told  
by the Attorney-General—and rig h tly  to ld ,
I am sure—that i t  is  only in th is  fora  
that the le g isla tio n  can be carried through 
a t  a l l .  Then, a l l  I hare to say is  that the 
price of getting th is  le g isla tio n  through 
is  that the people of th is  country are taxed 
by lawe which they cannot possibly understand.
This is  the worst example th at there has ever 
been upon toe Statute-book."

I do not want you to think that I am in a d e fe a tis t  

aood about sim p lification . Far from i t .  But I am well 

aware, and I hope you too arc w ell aware, that simpli

fica tio n  i s  a complicated task . I t  is  a task th at 

cannot be eaeily  or fulokly accomplished. I t  ie  a 

problem which cannot be solved by a iry  g e n e ra litie s .

I t  is  a long term and fu ll  time assignment for a l l  who 

are sinoerely interested  in the future of taxation .

I t  la a



The m s # r e a l is t i c  note is  to be observed in the 

famous report of the Colwym Commission in England, 

which listened to pleas fo r sim plicity  made by 

a great number of w itnesses, some ©Í them experts 

In dealing with income tax matters on behalf of the 

public# The Colwyn Commission found the suggestions 

made ^generally vague and indefinite#1* *7hey were 

eith er unable to give us concrete o r 'd e fin ite  pro

posals, o r , 'where they did make proposals, we found 

that to adopt them would be to do in ju stice  to tax

payers whose peculiar circumstances would not have 

been recognised, or to expose the Revenue unnecessarily  

to the risk  of loss# We have formed the opinion that 

la  Income Tax m atters sim plicity  is  not the sole object 

to be aimed a t ,  and th at the p rice that would have to 

be paid fo r a simple Income Tax could not be ju s tif ie d .

I cannot leave the subject of sim plification  of 

B ritish  taxes without quoting a remark made by Mr# 

Ju stice  Bowlatt, whose unhappy lo t  i t  has been to spend 

M i days unravelling the revenue laws of  the United 

Kingdom# In a east dealing with a section  of

the 1927



«* m

a rearrangement of the law in the 1928 A ct, so th a t  

tne ordinary taxpayer was b atter able to find a t the 

beginning of the Act the m te r la l  that interested  

him most* The committee reached the following con- 

elusion:

* I t  must be recognised th at while a 
degree of sim plification  is  p ossib le , a 
simple income tax for complex business i s  
n ot. The task is  to simplify the law and 
the adm inistration for a i l  taxpayers so 
far as possib le, without causing rea l  
hardship to those with complex sources of 
income and various business en terprises  
who cannot be taxed ju stly  under a simple, 
elementary law**

The demand for sim plification  has not been re 

s tr ic te d  to the te r r i to r ia l  lim its  of the United 

States# Sack in 1916 the la te  S ir  Jo si an Stamp, an 

eminent B ritish  authority on revenue m atters, was 

prompted to w rites “There is  the usual failu re  to 

see that modern l i f e  and modem commerce are so 

complex and diversified  that to expect a tax fora  

which sh all read like a p i l l  advertisement on the 

railw ay, and yet close down upon every ca se , is  ask

ing for the moon** .

The same



l i f t  simpler fop us* 9* like to go f  ishing too*

But we also  must r e a l is t i c a l ly  respect the vast 

d iffic u lt!# «  we face* Sim plicity cannot be pulled 

out of a hat by any white rabbit process* Hie 

problem must be understood before we can even begin 

to solve i t*

The f i r s t  point to have in mind about sim plifi

cation  is  that i t  is  not a new idea* In an opinion 

issued fa 1918 Mr. Ju stice  McKenna referred  petu

lan tly  to the 1913 Act as one which ^concerns the 

a c t iv i t ie s  of men and intended* i t  might be supposed* 

to be without p erp lex ities  and readily  solvable by 

the off-hand conceptions of those to whom i t  was 

addressed.11 1 am old enough to remember much tax  

discussion back in the Twenties. Even then things 

were in a bad way* By 1927 complaints about the 

complexity of the Income tax  reached a crescendo* 

and the Jo in t Committee on Internal Revenue Taxation 

undertook & carefu l consideration of how the income 

tax could best be sim plified* I ts  report resulted in

a rearrangement



that ho does resent a a attempt on the part of the 

Government to convert him into a combination of 

bookkeeper, accounts'll, lawyer and tax exp ert.

Pollock wants to devote himself to  w riting. The 

average taxpayer may not want to w rite , but neither 

does m  want hie l if e  to be fr itte re d  away by income 

tax d e ta il .

Since there is  misapprehension in'some e d ito ria l  

q u arters, le t  me say at the outset th at m  in the 

Treasury believe that many of the complaints against 

the complications of tax law are v alid . We grant 

that the tax ftocmnism has become ao hard to handle 

t -a t  i t * a  time to stop for re p a irs , fee even go so 

far a a to admit th at l i f e  has more in teresting pur

su its than f i ll in g  out tax forms*. Complications are 

not our stock in trad e, as some people profess to 

t a i nk, — a t  le a s t , not our preferred stock in trad e. 

We do not advocate m  income tax law that passeth a l l  

understanding, fee want a simple s ta tu te , i f  for no 

other reason — than the se lfish  one that i t  makes

life  simple



m m n c m m  or our f i x  u r n

However much many of you la  the audience today 

may disagree with sp e cific  Items la  say remarks I 

doubt i f  say of you w ill disagree with the importance 

and tim eliness of my subject# fax sim plification  has 

become the topic of the day# Columnists are prodigal 

with graphic phrases on the subject# Editorial® f r e 

quently dispose of i t  with a few solemn* and often
♦

Inaccurate, lines* Cartoonists lik e to give us the 

spectacle of the bewildered taxpayer, otherwise known 

as the Too Well Remembered Man, who is  b etter' remem

bered today than ever before. This unhappy creature  

is  pictured as foregoing vacation® to f i l l  out i n t r i 

cate  fonts devised by sa d istic  experts hell-bent upon 

the humiliation of taxpayers* The la te s t  medical 

books a ttrib u te  nervous disorders to p a tie n ts1 bouts 

with the income tax co lle cto r*

I  have a suspicion th at the average taxpayer is  

in somewhat the same m M  m  Changing Pollock, who 

has said th at he does not object to paying taxes, but

that he does
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SIMPLIFICATION OF OUR TAX LAWS

; However much many of you in the audience today may disagree with 
specific items in my remarks I  doubt i f  any of yon w ill disagree with the 
importance and timeliness^of my subject. Tax simplification has become the 
topic of the day# Columnists are prodigal with graphic phrases on the 
su je c t . Editorials frequently dispose of i t  with a few solemn, and often 
inaccurate, lines# Cartoonists like  to give us thcrspectacle of the bewildered 
axpayer. , otherwise known as the Too Well Remembered Man, ivho is  better remem

bered  ̂today than ever before. This unhappy creature is  pictured as foregoing 
vacations to f i l l  out in trica te  forms devised by sadistic experts hell-bent 
upon the humiliation of taxpayers. The la test medical books attribute nervous 
disorders to patients1 bouts with the income tax collector.

I  have â  suspicion that the average taxpayer is  in somewhat the same
? 40^ 4.KSxGuan î3lg ^ollock> who has „said that' he does not object to oaying taxes, 
out that he does resent an attempt on the part of the Government to convert 
kl® 1-n'k0 a combination of. bookkeeper, accountant, lawyer and tax expert.

*to devote himself to writing. The average taxpayer may not want 
to write, but neither does he want his l i f e  to be fr ittered  away bv income 
tax d etail.

+Vl Si ncf  ls  ^apprehension in some ed itorial quarters, le t  me say a t •
the We F + 1 Treasury believe that many of the complaints against
h . ‘ .oi - y  law 3X0 Talld- ' we grant that the tax mechanism has
far as tn o l t U y + T k  i t ,S  time t0 stop for rePa irs * We even go so
S i t  T  t at l l f e  has more interesting pursuits than f il lin g  out tax
think’ °m+ P ati ° nE l e n0t °Ur stock ln trade, as some people profess to 

W / t P l h  n0t T  P a n n e d  stock in trade. Wo do not advocate an
fob no i t h e P n l  * a11 understanding. We want a simple statute, i f
fo r  no.otner reason — tnan the se lfish  one that i t  makes l i f e  simpler for us.
dff^W i + ° S° il3hlng to? ’ But WG also “ust re a lis tic a lly  respect the vast 
M l 163 We faoe* SlmP1:l-oity cannot be pulled out of a hat by any white 
^abbxt^process. The problem must be understood before vie can even begin to

J J2  Th® i 'lr 3 t  point to have in mind about simplification is  that i t  is  not
la n S lto d h e  , PP i0n i3ST ?  i , , 1918 1Ir- -Justice McKenna referred petulantly  to the 1913 Act as one which "concerns the a c tiv itie s  of men and

ntended, i t  might be supposed, to be without perplexities and readily solvable
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by the off-hand conceptions of those to whom i t  was addressed*n I  am old 
enough to'remember much tax discussion back in the Twenties. Even then 
things were in a bad way* By 1927 complaints about the complexity of the 
income tax reached a crescendo, and the Joint Committee on Internal Revenue 
Taxation undertook a careful consideration of how the income tax could best 
be simplified. I ts  report resulted in a rearrangement of the law in the 1923 
Act, so that the-ordinary taxpayer was better able to find at the beginning of 
the Act the material that interested him most* The committee reached the 
following conclusion?

nI t  must be recognized that while a degree of simplification 
is  possible, a simple income tax for complex business is  not. The 
task is  to simplify the law and the administration for a ll tax
payers so far as possible, without causing real hardship to those 
with complex sources of income and various business enterprises 
who cannot be taxed ju stly  'under a simple, elementary law,11

The demand for sim plification has not been restricted  to the te rr ito r ia l 
lim its of the United States. Back in 1915 the la te  S ir  Josiah Stamp, an 
eminent B ritish  authority on revenue matters, was prompted to write'? 11 There 
is  the usual failure to see that modern l i f e  and modern commerce are so 
complex and diversified that to expect a tax form- v;hich shall road like  a p il l  
advertisement on the railway, and yet close down upon every case, is  asking _ 
for the moon*“

The same re a lis tic  note is  to be observed in the famous report of the 
Colwyn Commission in England, which listened to many pleas for simplicity made 
by a great member of witnesses, some of them experts in dealing with?income 
tax matters on behalf of the public* The Colwyn Commission found the sug- ■ 
gestions made “generally vague and in d efin ite .” ’’They were either unable to 
give us concrete or definite proposals, or, where they did make proposals, we 
found that to adopt them vrould be to do in ju stice  to taxpayers whose peculiar 
circumstances would not have been recognized, or to expose the Revenue un
necessarily to the risk of loss* Vie have formed the opinion that in Inccme 
Tax matters simplicity is  not the sole object to be aimed at, end that the 
price that would have to be paid for a simple Income Tax"could not be justified *

i I  cannot leave the subject of simplification of British  taxes without 
quoting a remark made by Mr. Justice Rowlatt, whose unhappy lo t i t  has been to 
spend bis days unravelling the revenue laws of the United" Kingdom. In a case 
dealing vd.th a section of the 1927 Finance Act the learned Ju stice expressed 
his exasperation in 'the/following languages

“That section in five pages of the »Law Reports’ edition of : 
the statutes,'makes piecemeal amendments> of section 21 of the 
Finance Act, 1922, which make i t  perfectly unintelligible to the 
layman, and to any lawyer who has not made a prolonged study of i t  
with a ll  liis lav; books at his elbow. I t  is  a crying scandal that 
legislation  by which'the subject is  taxed should appear in the
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Statute-book in that u tterly  unintelligible form* I  am told 
by the Attorney-General—»and rightly  told, X am sure—that i t  is  
only in this form that the legislation ' can 'be carried through at 
a ll*  ¡Then a l l  I  have to say i s  that the price of getting this 
leg islation  through is  that the people of th is country are taxed 
by laws which they cannot possibly understand. This is  the worst 
example that there has ever been upon the Statute-book.”

I do not want you to think that I  am in a defeatist mood about simplifl*-, 
cation, Far from i t .  But I  am well aware, and I hope you too are well aware, 
that simplification is  a complicated task# I t  is  a task that cannot be easily 
or quickly accompli shed. Xt is  a problem which cannot be solved by airy 
generalities. I t  is  a long term and fu ll time assignment for a l l  who are' 
sincerely interested in the future of taxation. I t  is  a job that w ill never, 
be completely done. le t  i t  1$ a job that must-be tackled.

The job had better be tackled with an understanding o i the distinction 
between simplicity and simple language# This is  an audience which can readily 
appreciate that distinction. You are a l l  familiar with the famous insurance 
section of the estate tax statute, which was f i r s t  enacted in 19X8 and remained 
unchanged u ntil the 19*42 Aeh# The laconic five lines of th is provision once 
seemed simple enough# There were no complicating amendments for more than 
twenty years. Yet the few words contained in this provision have furnished 
a remarkable example of -what Professor Chafee has called «the disorderly 
conduct of words,” At different times the apparently simple language of the 
insurance section has meant many things to many men# The one thing the 
language did not mean, according to regulations and court opinions, was what 
it . seemed on its^face to mean. The language, «taken out by the decedent upon 
his own l i f e ,  diet not refer to the person who applied for the oolicy and paid 
the f i r s t  premium, since such a naive construction of the statute would have 
opened the floodgates to wholesale tax avoidance.

lnmrtiftSS €+ilfiQ +anf L?rSi:S °£ the problem of simplification requires that we 
the outset ^ Jo  the causes of complexity. I  suggest that them are

There ^  ±S the nece3s i t Y f °r protecting the revenue.1 re «¿re always taxpayers and tax specialists who are on the hunt for loop-
i aS Said that tax avoidance is  in the nature of

minimize person to Put b3̂ e  upon anyone who attempts to
minimize tax l ia b i l i ty .  The Supreme Court i t s e l f  has hardly/ewer failed  to

ender mandarin courtesy to the doctrine that «When the law draws a line
a case is  on one side of i t  or the otlpr««, and i f  the case is  on the saf^ side

ine ™?rse legally  that a party lias, availed himself 'to ‘ the fu ll of. n , v. «_ W </  ̂ v *** Jr**'*' a v* - U V OXJ.CU,
l»a-t "fol+h ■ permitf . " + J W 1 dP insert in parenthesis that i t  is  better at
of vnu will 6 Utmiltlah d ?0t to get t0° near the -line> and 1 2» suns that a l l
endhhat "in n n r , hpair <1KUlarl7. in tlm® °f  War> t0 tho necessity of insuring th<
The escaped burden^^t W f T f -  d *> avoid his just share of the tax burden.' me,escaped burden is  inevitably passed on to others#



I f  we are  to prevent tax avoidance we must have provisions, designed to 
that end. Such provisions, of necessity, are often complicated* They must 
be complicated because one dare not fire  a shotgun into a crowd. They must 
be precise instruments which do their job of preventing avoidance without 
injuring innocent taxpayers* ,11 # *  i t  is  not enough to attain  to a degree 
of precision which a person reading in good fa ith  can understand; *  # # i t  
is  necessary to attain  i f  possible to a degreed of precision which a person 
reading in bad fa ith  cannot misunderstand.”

An example in point is  the personal holding company provisions. The 
1937 tax investigation amply demonstrated the need of preventing the ‘avoidance 
of tax by the use of incorporated pocketbooks. I f . you' w ill look at the Code, 
you w ill find that 11 sections are devoted to th is one item of avoidance
prevention, each of which has required much administrative and ju d icial in ter
pretation.

A perhaps more important cause of complication is  the necessity, intensi
fied  when rates are high, of giving r e lie f  in exceptional cases. The 1942 Act 
beat a l l  records in the quantity and scope of i t s  re lie f  provisions* Page after 
page is  devoted to r e l ie f ; 120, or more' than half of the to ta l 208 pages,’ are 
devoted to the cancellation of inequities. In addition, 42 pages are devoted 
to clarification s and definitions to enable more equitable and.fair enforce
ment. This makes a to ta l of 104 corrective sections out of a to ta l of 173.
In pages, th is is  nearly 78 percent of the Act, 182 pages out of 208.

To these causes of complexity there must be added another underlying causey 
Income tax law begins with tho^statute, but i t  does not end there. I t  journeys 
on into interpretative regulations and many informal administrative rulings.
Tnen the courts make their re ta il contribution to, a wholesale statute* The 
Tax Court, the Court of Claims, the D istrict Courts, the Circuit Courts of 
Appeal, and, the Supreme Court, a l l  add their quota of judge-made law* I t  must 
'bjremomoored that the courts quite properly do not re s tr ic t themselves to the 
l i t e r a l  language of the statute. Vords are not crystals; they have many mean
ings depending on the context. No matter, how articu late a statute may b e ," 
there is  always room for Interpretation; the meaning of each sentence may be 
more than that of the separate words, as a melody is  more than the notes of

h °  degree of particularity  can ever obviate recourse to the setting in 
W t L S '1 ste t« t037  language appears and which a l l  the words of the statute col- 

 ̂ y croa 0« To parapnrase former Chief Ju stice Hughes1 remark about the

the1udgos°sIy i t ° i s 7  Und°r “  in00m° taX StatUtC) bUt the Statute is

j,-,rirfTh0r° i f  an th er way of approaching the subject of sim plification. We may 
nvl+hA°0mpllCati 0nS tT'° typos’ Under the f i r s t  c lassifica tion  one could
a - s s i f i l t i o 7 o n r ‘S-Wh -dl +ff0 0 t . :̂ rBe numbors of taxpayers. Under the other 
t o p l j^ r s f  Bhil PUt pr0Tlsl0ns whioh a ffect only limited groups of

n The necessity of simplifying provisions for the benefit of large numbers 
of taxpayers has increased in importance in the war years.. In 1932Ve had
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sligh tly  loss than 2 million taxable individual returns. Thorowill be about 
40 million taxable returns for the year 1943. A reasonable number of complica
tions may be handled in 2 million returns. To handle complications in
4 U ?n/ ° tUrnS is  a hor. SQ of a ^ ^ r e n t  color. And while our tax system 
m gh , s<~ o y , ' though not wisely, ir r ita te  2 million of our citizens, i t  w ill 
run serious risks i f  i t  ir r ita te s  twenty times that number.

• +l rGG®Sni t'’ion of this grim fact the Treasury has made many suggestions
J?  7° ^ Si  ?urile ^  th° cost of rGduc^ S  the revenue. For example,m 1941 wo recommended the short form return to Congress. In 1942 we rec
ommended the elimination of the earned income cred it, not because we were out 
oi sympatny witn some differentiation in favor of earned incanc, but because 
the mis^named earned income credit in the existing law W  not worth the

11t n̂v_o:LvGd* In 1942 wo also recommended the elimination of the 
capital stock-declared value guessing contest. Recently, in. his appearance
t h o ° o l i ^ 4 i m  ^ l i f cans “ tto c , Secrotary of tho Treasury recommended 

elimination of-the victory tax. The1 Treasury had originally opposed this
ho ° Srh°™d +thCt 11 “  ' " y  - “Plicate thorax system! Nm7thatchicken has come home to roost. '

* ,, In_hls rccont eppearanco before the Ways and Moans Committee the Secretary 
oi tho Treasury also recommended tho Consolidation of the normal tax and the 
surtax into one ta * , thus avoiding tho necessity of separate calculation. Such 
a consolidation v a il not resu lt in .a  windfall to the owners of p artia lly  tax

b°vcrnmont securities i f  wo give the income from feiose securities soeciai 
th&' i ! r ,  c pormy inS a credit against the to tal tax computed by multiplying 
■,!!-] a t f Joh securities by the existing normal tax rate. Such a credit
^ould have e ffec t only with respect to the limited number of taxpayers ownin»

™Uld, fro° < * * *  taxpayers from tho extra burden of two§ 
omputations. I t  would, of course, entirely  respect tho exemption now on-joyed 

oy the owners of p artia lly  exempt securities.

orc-Sinating with Judge Vinson and recently made to the 
f  ’i ? na C“ t<?u y s that withholding be put on a gross basis under

* i 0h.WOuld onap c  taxpayers to understand instantly what percentage 
cin ^ U eo  S a t  ! t r S+! CinS4 i ^ leld at the sourc9* *.re . also rcconrniondod to®?

l e a v e r ' !  M l S° T °  5? mado to ^  on a graduated basis
f i r - t  bracket llabilaty rather than his partia l l ia b i l i ty  under the
r !! ,n t  m  t b .  recommendation, i f  accepted, w ill have the beneficial'
ta !-b L  a tGb ^ b M s ng, qUari-Orl^-d<3i 1y ati0nS for sal Pors°ns who have salaries „ f t  brackets above tno f i r s t  bracket rate and no.other substantial
source oi income.

tn 00y °ra tio n s are in a better position than most individuals
begal aad accounting assistance in the preparation of their returns 

determinaby n of * ® ir  tax l ia b il i ty , many small corporations are in
S T L ^ f ^ l 9/ 0 l °n tu th® ordlnary individual taxpayer. Undue complication is  inexcusable even in the corporate fie ld . In th is connection I  c a ll to your

thb1
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attention the fact that we now have five principal kinds of corporate taxes.
We have (1) the ordinary normal and surtax, (2) the excess profits tax, (3) 
the declared value excess profits tax , (4). the capital stock tax, and (5) the 
personal holding company tax. The whole administrative machinery operates 
separately with respect to each tax. The resu lt is  much duplication and waste 
of manpower, on the part of'•corporate executives and employees. Clearly the 
capital stock tax and the declared value excess profits taxes should be 
eliminated even at the cost of revenue. As a matter of fa c t, any loss in 
revenue could easily  be regained, without any substantial redistribution of the 
corporate tax burden, by increasing the corporate income tax rates.

Turning to complications ■which a ffect only limited groups of taxpayers, 
everyone w ill, readily admit that there is  much work to be done. The so-called 
reorganization provisions are almost unbelievably complicated. Various trust 
provisions have resulted in a flood of litig a tio n . The corporate r e lie f  pro
visions of the 1942 Act present a staggering administrative problem. The 
new powers of appointment provisions of the 1942 Act f a l l  far short of solving 
the problems with which they courageously deal.

The whole problem of co-relation of the income, estate and g ift taxes has 
had l i t t l e  re a lis t ic  thinking for many years, We have called upon the outside 
tax bar to help us in the solution of th is problem, and have appointed 
a committee to make a careful study of the subject. In the Treasury we are 
working upon a ll  these, and many other, problems.

The problem of sim plification is  one of degree'. Undoubtedly the popular 
demand for sim plification has greatly increased in the la st few years as our 
rates have mounted to new high levels and as our taxes have extended their 
reach to many more taxpayers. Without doubt the Current Tax Payment Act of 
1942 has touched off the most recent demands for sim plification. This Act, 
with i t s  esoteric forgiveness and windfall provisions, has confounded confusion. 
With these provisions and the victory tax in the statute i t  has become impos
sible to prepare a reasonably simple tax form. Yet we must have such a form. 
The law must be simplified so that the average man of the street w ill not need 
to employ a lawyer or an accountant to compute his income tax l ia b il ity .

Simplification is  an intensely desirable objective, particularly in 
respect to individual taxes paid by the mass of the people. I t  is  also de
sirable that provisions affecting smaller groups be untangled* But simpli
fication  is  not the offhand job many people suppose i t  to be. To a degree i t  
can be accomplished; the Treasury is  giving more than lip  servi.ce to the task 
"We hope we may have your help as we take, each step on this uphill, road. .

' But le t  us not delude ourselves. - There can be no perfectly simple tax 
statute that he who runs may read. Let me correct myself; there can be such 
a statute. But you would be the f i r s t  to protest i f  i t  wore enacted. The 
price of too much simplicity would be too much in ju stice , and too much escape 
from tax by too many. The wise choice must be the ^greatest possible simpli
fication  consistent with the greatest equity to all-taxpayers.
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Many years ago the Chinese philosopher Mencius said, nI  lik e  fisn , and̂  ^
I  also like bears’ paws, but i f  I  cannot get both together I  w ill le t  the fish  
go and take the bears’ paws*’* Like history, philosophy sometimes repeats 
i t s e l f :  in modern times the la te  Ju stice Holmes pointed out that for every
thing we have we give up something else, and urged that we balance advantages 
gained against other advantages lo s t , knowing what we are doing-when?we e lect.

The issue of simplicity requires a choice in which the advantage we gain 
must be set against the advantage we lose. We should know what we are doing 
when we e lect. We should know that ultimate, simplicity and perfect equity are 
incompatible. Somewhere in the wilderness there is  a middle road between 
these two extremes.

0Q0

(
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T h e  T r e a s u r y  D e p a r t m e n t  t o d a y  i s s u e d  r e g u l a t i o n s  r e l a t i n g  t o  
f r o z e n  d o m e s t i c  s e c u r i t i e s  a c c o u n t s  o f  b a n k s  and o t h e r  f i n a n c i a l  i n 
s t i t u t i o n s  l o c a t e d  i n  c o u n t r i e s  b l o c k e d  u n d e r  t h e  f r e e z i n g  o r d e r .  
The  new r e g u l a t i o n s ,  o f f i c i a l l y  s t y l e d  G e n e r a l  R u l i n g  No.  1 7 ,  c o n s t i 
t u t e  a f u r t h e r  m e a s u r e  t o  p r e v e n t  A x i s  n a t i o n a l s  and A x i s  s y m p a t h i z e r s  
f r o m c l o a k i n g  t h e i r  s e c u r i t i e s  h o l d i n g s  and f i n a n c i a l  t r a n s a c t i o n s  i n  
i n  t h e  U n i t e d  S t a t e s *

S e c u r i t i e s  a c c o u n t s  m a i n t a i n e d  i n  t h e  U n i t e d  S t a t e s  i n  t h e  name 
o f  f o r e i g n  f i n a n c i a l  i n s t i t u t i o n s  a r e  known t o  c o n t a i n  s e c u r i t i e s  
b e n e f i c i a l l y  owned by c  1 i e n t s  o r  e u s t orners o f  s u c h  i n s t i t u t  i o n s . How
e v e r ,  s u c h  s e c u r i t i e s  a r e  i n  no  way d i f f e r e n t i a t e d  f r o m  s e c u r i t i e s  
owned by t h e  f o r e i g n  f i n a n c i a l  i n s t i t u t i o n  i t s e l f .  I f s e c u r i t i e s  h e l d  
i n  an a c c o u n t  o f  a f o r e i g n  f i n a n c i a l  i n s t i t u t i o n  a r e  s o l d ,  t h e  p r o 
c e e d s  r e v e r t  t o  i t s  g e n e r a l  b l o c k e d  a c c o u n t .  H o w e v e r ,  t h i s  may mean 
t h a t  t h e  f o r e i g n  f i n a n c i a l  i n s t i t u t i o n  w i l l  c r e d i t  t h e  p r o c e e d s  i n  
i t s  home o f f i c e  t o  t h e  a c c o u n t  o f  t h e  b e n e f i c i a l  owner  o f  t h e  s e c u r i 
t i e s *  S u c h  owner  m i g h t  w e l l  b e  an A x i s  n a t i o n a l  who woul d  t h u s  r e 
c e i v e  t h e  b e n e f i t s  o f  f r e e  f o r e i g n  e x c h a n g e *  F u r t h e r m o r e ,  s u c h  A x i s  
n a t i o n a l  m i g h t  h a v e  a c q u i r e d  h i s  " o w n e r s h i p " ,  e i t h e r  l i t e r a l l y  or  
f i g u r a t i v e l y ,  a t  t h e  p o i n t  o f  a g un*

F o r  some t i m e  t h e  T r e a s u r y  h a s  b e e n  s c r u t i n i z i n g  t h i s  s i t u a t i o n  
and i t s  v a r i o u s  r a m i f i c a t i o n s *  C o n t r o l s  h a v e  b e e n  i mp o s e d  i n  s p e c i f i c  
c a s e s ,  and t o d a y ' s  r u l i n g  f o r m a l i z e s  s u c h  c o n t r o l s  i n  a g e n e r a l  ma nne r *

Unde r  G e n e r a l  R u l i n g  No.  17 t h e r e  may n o t  b e  a n y  s a l e s  or  p u r 
c h a s e s  o f  s e c u r i t i e s  or  r e c e i p t  o f  i n c o m e  on s e c u r i t i e s  h e l d  i n  t h e  
a c c o u n t  o f  a f o r e i g n  f i n a n c i a l  i n s t i t u t i o n  w i t h i n  a b l o c k e d  c o u n t r y  
u n l e s s  t h e  b a n k i n g  i n s t i t u t i o n  i n  t h e  U n i t e d  S t a t e s  w h i c h  h o l d s  t h e  
s e c u r i t i e s  h a s  c o m p l e t e  i n f o r m a t i o n  a s  t o  t h e  p a s t  and p r e s e n t  b e n e 
f i c i a l  o w n e r s h i p  o f  t h e  s e c u r i t i e s . As an a l t e r n a t i v e  t o  t h e  o b t a i n i n g  
o f  s u c h  i n f o r m a t i o n ,  t h e  b a n k i n g  i n s t i t u t i o n  i n  t h e  U n i t e d  S t a t e s  may 
c o n d u c t  s u c h  s e c u r i t i e s  t r a n s a c t i o n s  on t h e  b a s i s  o f  a c e r t i f i c a t i o n  
o b t a i n e d  f r o m t h e  f o r e i g n  f i n a n c i a l  i n s t i t u t i o n .  T h e  t e r m s  o f  t h e  
c e r t i f i c a t i o n  a r e  s p e c i f i c a l l y  s p e l l e d  o u t  i n  t h e  new r e g u l a t i o n s *  
Among o t h e r  t h i n g s ,  t h e y  r e q u i r e  s u c h  f o r e i g n  i n s t i t u t i o n s  t o  c o mmi t  
t h e m s e l v e s  t o  s u b m i t ,  upon r e q u e s t ,  f u l l  e v i d e n c e  o f  b e n e f i c i a l  o w n e r 
s h i p  o f  t h e  s e c u r i t i e s *

I n  o r d e r  t o  a v o i d  c r e a t i n g  a d d i t i o n a l  b u r d e n s  f o r  d o m e s t i c  c o u 
pon and d i v i d e n d  p a y i n g  a g e n t s  and t o  m i n i m i z e  p o s s i b l e  l o s s e s  wh e r e  
n e i t h e r  s u c h  i n f o r m a t i o n  n o r  c e r t i f i c a t i o n  i s  a v a i l a b l e ,  t h e  r e g u 
l a t i o n s  a l s o  p e r m i t  s a l e s  o f  s e c u r i t i e s  and t h e  r e c e i p t  o f  d i v i d e n d s  
and i n t e r e s t  t h e r e o n ,  p r o v i d e d  t h e  p r o c e e d s  a r e  d e p o s i t e d  i n t o  a 
s p e c i a l l y  r e s t r i c t e d  a c c o u n t  c a l l e d  a G e n e r a l  R u l i n g  No.  6 a c c o u n t .

The new r e g u l a t i o n s  e x e mpt  f r om t h e i r  o p e r a t i o n  e v e r y  t r a n s a c t i o n  
e f f e c t e d  u n d e r  t h e  g e n e r a l  l i c e n s e s  e x t e n d e d  t o  P o r t u g a l ,  S p a i n ,  
Swede n and S w i t z e r l a n d  or  t h e i r  c e n t r a l  b a n k s .  H o w e v e r ,  i t  i s  t o  b e  
n o t e d  t h a t  s u c h  g e n e r a l  l i c e n s e s  c o n t a i n  r e s t r i c t i v e  p r o v i s i o n s  s i m 
i l a r  t o  t h o s e  i n c o r p o r a t e d  i n t o  t h e  new r e g u l a t i o n s *  T h u s ,  i n  u s i n g  
t h e i r  g e n e r a l  l i c e n s e s ,  t h e s e  n e u t r a l  c o u n t r i e s  c ommi t  t h e m s e l v e s  n o t  
t o  e n g a g e  i n  any t r a n s a c t i o n  i n v o l v i n g  A x i s  n a t i o n a l s  or  A x i s  i n t e r e s t s *
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REGULATIONS RELATING TO S E C UR I T I E S  ACCOUNTS OF BANKS OR OTHER FINAN
CIAL INSTI TUTI ONS LOCATED IN BLOCKED COUNTRIES.

( 1 ) S c o r e  o f  R u l i n g .  T h i s  r u l i n g  i s  a p p l i c a b l e  t o  ( i )  e v e r y  
s a l e  o f  s e c u r i t i e s  h e l d  i n  a n y  a c c o u n t  m a i n t a i n e d  i n  t h e  name o f  any 
b a n k  o r  o t h e r  f i n a n c i a l  i n s t i t u t i o n  w h i c h  i s  l o c a t e d  i n  a b l o c k e d  
c o u n t r y  and w h i c h  i s  n o t  l i c e n s e d  a s  a g e n e r a l l y  l i c e n s e d  n a t i o n a l ,  
( i i )  e v e r y  p u r c h a s e  o f  s e c u r i t i e s  w h e r e  t h e  c o s t  t h e r e o f  i s  t o  be  
d e b i t e d  t o  a n y  a c c o u n t  m a i n t a i n e d  i n  t h e  name o f  a n y  s u c h  b a n k  o r  
f i n a n c i a l  i n s t i t u t i o n ,  and ( i  i  i ) t h e  r e c e i p t  o f  d i v i d e n d s  o r  i n t e r e s t  
o r  o t h e r  i n c o m e  on s e c u r i t i e s  h e l d  i n  a n y  a c c o u n t  m a i n t a i n e d  i n  t h e  
name o f  any  s u c h  b a nk  o r  f i n a n c i a l  i n s t i t u t i o n ,  e x c e p t  - -

( a )  T r a n s a c t i o n s  e f f e c t e d  u n d e r  G e n e r a l  L i c e n s e s  Nos *  
4 9 ,  5 0 ,  5 2 ,  o r  7 0 ;  on

( b )  S a l e s  o f  s e c u r i t i e s  o r  t h e  r e c e i p t  o f  d i v i d e n d s ,  
i n t e r e s t  o r  o t h e r  i n c o m e  on s e c u r i t i e s  e f f e c t e d  u n d e r  
any o t h e r  g e n e r a l  l i c e n s e  or  u nde r  any  s p e c i f i c  l i c e n s e ,  
p r o v i d e d  t h a t  t h e  p r o c e e d s  t h e r e o f  a r e  d e p o s i t e d  i n  a 
G e n e r a l  R u l i n g  No.  6 a c c o u n t  i n  t h e  name o f  s u c h  b a n k  or  
o t h e r  f i n a n c i a l  i n s t i t u t i o n ;  or

( c )  T r a n s a c t i o n s  e f f e c t e d  p u r s u a n t  t o  c e r t i f i c a t i o n  a s  
p r o v i d e d  i n  S e c t i o n  ( 3 )  h e r e o f .

( 2 )  P u r c h a s e  and s a l e s  o f  s e c u r i t i e s  and t h e  r e c e i p t  o f  d i 
v i d e n d s ,  i n t e r e s t  o r  o t h e r  i nc ome  on s e c u r i t i e s  n o t  a u t h o r i z e d  i n  t h e  
a b s e n c e  o f  c e r t a i n  i n f o r m a t i o n .  No p u r c h a s e  or  s a l e  o f  s e c u r i t i e s  or  
t h e  r e c e i p t  o f  d i v i d e n d s ,  i n t e r e s t  or  o t h e r  i n c o m e  on s e c u r i t i e s  t o  
w h i c h  t h i s  r u l i n g  i s  a p p l i c a b l e  may be  e f f e c t e d  u n d e r  any  s p e c i f i c  or  
g e n e r a l  l i c e n s e  w h i c h  d o e s  n o t  e x p r e s s l y  r e f e r  t o  t h i s  G e n e r a l  R u l i n g  
u n l e s s  t h e  p e r s o n  w i t h  whom t h e  a c c o u n t  i s  m a i n t a i n e d  i s  i n  p o s s e s s i o n  
o f  t h e  f o l l o w i n g  i n f o r m a t i o n :

( a )  I n  t h e  c a s e  o f  a n y  p r o p o s e d  s a l e  o f  s e c u r i t i e s  or  
t h e  r e c e i p t  o f  d i v i d e n d s ,  i n t e r e s t  o r  o t h e r  i n c o m e  on 
s e c u r i t i e s  - -

( i )  T h e  n a m e ,  a d d r e s s  a n d  n a t i o n a l i t y  o f  e a c h  
p e r s o n  h a v i n g  a n  i n t e r e s t  i n  t h e  s e c u r i t i e s  on t h e  
d a t e  when s u c h  s e c u r i t i e s  w e r e  r e c e i v e d  i n t o  t h e  
a c c o u n t  o r  on A p r i l  8 , 1 9 4 0 ,  w h i c h e v e r  i s  l a t e r ;
a nd

♦Appendix A; -  S e c .  3 ( a ) ,  40  S t a t .  412? S ec .  5 ( b ) ,  4 0  S t a t .  415 and 966? S ec .  2 .  4 8  S t a t .  1 ;  
54  S t a t .  179? 55 S t a t .  838? E x .  Order 8 3 8 9 ,  A p r i l  1 0 ,  1 9 4 0 ,  a s  amended by E x .  Order  8 7 8 5 ,  
June 1 4 , 1 9 4 1 ,  E x .  Order  8 8 3 2 ,  J u l y  2 6 ,  1 9 4 1 ,  Ex. Order 8 9 6 3 ,  De$.  9 , 1 9 4 1 .  and E x .  Order  
8 9 9 8 .  Dec .  2 6 ,  1941?  E x .  Order 9 1 9 3 ,  J u l y  6 .  1942? R e g u l a t i o n s ,  A p r i l  1 0 ,  1 9 4 0 ,  as amended 
June 1 4 , 1941 and J u l y  2 6 .  1941*
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( i i )  T h e  n a m e } a d d r e s s  a n d  n a t i o n a l i t y  o f  e a c h  
p e r s o n  h a v i n g  an i n t e r e s t  i n  t h e  s e c u r i t i e s  on t h e  
d a t e  when t h e  t r a n s a c t i o n  i s  e f f e c t e d ;  and

( i i i )  I f  t h e  i n f o r m a t i o n  s u b m i t t e d  w i t h  r e s p e c t  t o  
( i )  a n d  ( i i )  d i s c l o s e s  t h a t  t h e r e  h a s  b e e n  a n y  
c h a n g e  i n  any i n t e r e s t  i n  s u c h  s e c u r i t i e s »  t h e  name» 
a d d r e s s  and n a t i o n a l i t y  o f  e a c h  t r a n s f e r e e  o f  any 
s u c h  i n t e r e s t »  t h e  d a t e  o f  e a c h  s u c h  t r a n s f e r »  and 
t h e  l i c e n s e  u n d e r  t h e  O r d e r »  i f  a n y ,  p u r s u a n t  t o  
w h i c h  i t  i s  c l a i m e d  t h a t  e a c h  s u c h  t r a n s f e r  was e f 
f e c t e d ;  or

( b )  I n  t h e  c a s e  o f  any p r o p o s e d  p u r c h a s e  o f  s e c u r i t i e s  - -

( i )  The  name,  a d d r e s s  ahd n a t i o n a l i t y  o f  e a c h  p e r 
s on  who w i l l  h a v e  an i n t e r e s t  i n  s u c h  s e c u r i t i e s  a s  
a r e s u l t  o f  s u c h  t r a n s a c t i o n *

( 3 )  C e r t  i f i c a  t i o n . N o t w i t h s t a n d i n g  S e c t i o n  ( 2 )  h e r e o f ,  t h i s  
r u l i n g  s h a l l  n o t  be a p p l i c a b l e  t o  any  p u r c h a s e  o r  s a l e  o f  s e c u r i t i e s  
o r  t h e  r e c e i p t  o f  d i v i d e n d s ,  i n t e r e s t  o r  o t h e r  i n c o m e  on s e c u r i t i e s  
i f  t h e  ba nk  o r  o t h e r  f i n a n c i a l  i n s t i t u t i o n  i n  wh o s e  name t h e  a c c o u n t  
i s  m a i n t a i n e d  h a s  c e r t i f i e d  t o  t h e  p e r s o n  w i t h  whom s u c h  a c c o u n t  i s  
m a i n t a i n e d :

( a )  I n  t h e  c a s e  o f  a n y  p r o p o s e d  s a l e  o f  s e c u r i t i e s  o r  
t h e  r e c e i p t  o f  d i v i d e n d s ,  i n t e r e s t  o r  o t h e r  i n c o m e  on 
s e c u r i t i e s  - -

( i )  T h a t  no p e r s o n  who i s  a n a t i o n a l  o f  any b l o c k e d  
c o u n t r y  o t h e r  t h a n  t h e  c o u n t r y  i n  w h i c h  s u c h  b a n k  
or  o t h e r  f i n a n c i a l  i n s t i t u t i o n  i s  l o c a t e d ,  and t h a t  
no p e r s o n  whose  name a p p e a r s  on T h e  P r o c l a i m e d  L i s t  
o f  C e r t a i n  B l o c k e d  N a t i o n a l s  h a s  an i n t e r e s t  i n  t h e  
s e c u r i t i e s ,  and t h a t  no s u c h  p e r s o n  h a s  had an i n 
t e r e s t  i n  s u c h  s e c u r i t i e s  s i n c e  A p r i l  8 , 1 9 4 0 ,  o r  
t h e  d a t e  when s u c h  s e c u r i t i e s  w e r e  r e c e i v e d  i n t o  
t h e  a c c o u n t ,  w h i c h e v e r  i s  l a t e r ; ’ and

( i i )  T h a t  s u c h  ba nk  o r  o t h e r  f i n a n c i a l  i n s t i t u t i o n  
w i l l  upon  r e q u e s t  a t  a n y  t i m e  p r o m p t l y  s u b m i t  t o  
t h e  d i p l o m a t i c  o r  c o n s u l a r  r e p r e s e n l e t i v e e  o f  t h e  
G o v e r n me n t  o f  t h e  U n i t e d  S t a t e s ,  d u l y  a c c r e d i t e d  t o  
t h e  c o u n t r y  i n  w h i c h  i t  i s  l o c a t e d ,  s a t i s f a c t o r y  
e v i d e n c e  o f ,  a n d ,  i n  any  e v e n t ,  w i l l  s u b m i t  t o  t h e  
T r e a s u r y  D e p a r t m e n t ,  W a s h i n g t o n ,  D . C . , i n  d u p l i c a t e ,  
n o t  l a t e r  t h a n  o n e  y e a r  a f t e r  t h e  t e r m i n a t i o n  o f  
t h e  p r e s e n t  w a r ,  a v e r i f i e d  s t a t e m e n t  d i s c l o s i n g



( A )  t h e  n a m e ,  a d d r e s s  a n d  n a t i o n a l i t y  o f  e a c h  
p e r s o n  h a v i n g  a n  i n t e r e s t  i n  t h e  s e c u r i t i e s  on t h e  
d a t e  when s u c h  s e c u r i t i e s  w e r e  r e c e i v e d  i n t o  t h e  
a c c o u n t  o r  on A p r i l  8 » 1 9 4 0 ,  w h i c h e v e r  i s  l a t e r ;
( B )  t h e  n a m e *  a d d r e s s  a n d  n a t i o n a l i t y  o f  e a c h  
p e r s o n  h a v i n g  an i n t e r e s t  i n  t h e  s e c u r i t i e s  on t h e  
d a t e  when t h e  t r a n s a c t i o n  was e f f e c t e d ;  and ( C )  i f  
t h e  i n f o r m a t i o n  s u b m i t t e d  w i t h  r e s p e c t  t o  ( A )  a nd  
( B )  d i s c l o s e s  t h a t  t h e r e  h a s  b e e n  a n y  c h a n g e  ' in any  
i n t e r e s t  i n  s u c h  s e c u r i t i e s ,  t h e  na me ,  a d d r e s s  and 
n a t i o n a l i t y  o f  e a c h  t r a n s f e r e e  o f  any  s u c h  i n t e r e s t ,  
t h e  d a t e  o f  e a c h  s u c h  t r a n s f e r ,  a n d  t h e  l i c e n s e  
u n d e r  t h e  O r d e r ,  i f  a n y ,  p u r s u a n t  t o  w h i c h  i t  i s  
c l a i m e d  t h a t  e a c h  s u c h  t r a n s f e r  was e f f e c t e d ;  or

( b )  I n  t h e  c a s e  o f  any p r o p o s e d  p u r c h a s e  o f  s e c u r i t i e s  ••

( i )  T h a t  no p e r s o n  who i s  a n a t i o n a l  o f  any b l o c k e d  
c o u n t r y  o t h e r  t h a n  t h e  c o u n t r y  i n  w h i c h  s u c h  b a n k  
o r  o t h e r  f i n a n c i a l  i n s t i t u t i o n  i s  l o c a t e d ,  and t h a t  
no p e r s o n  whos e  name a p p e a r s  on The  P r o c l a i m e d  L i s t  
o f  C e r t a i n  B l o c k e d  N a t i o n a l s  w i l l  h a v e  a n  i n t e r e s t  
i n  s u c h  s e c u r i t i e s  as  a r e s u l t  o f  s u c h  t r a n s a c t i o n ;  
and

( i i )  T h a t  s u c h  bank  o r  o t h e r  f i n a n c i a l  i n s t i t u t i o n  
w i l l  u po n  r e q u e s t  a t  a n y  t i m e  p r o m p t l y  s u b m i t  t o  
t h e  d i p l o m a t i c  o r  c o n s u l a r  r e p r e s e n t a t i v e s  o f  t h e  
G o v e r n m e n t  o f  t h e  U n i t e d  S t a t e s  d u l y  a c c r e d i t e d  t o  
t h e  c o u n t r y  i n  w h i c h  i t  i s  l o c a t e d ,  s a t i s f a c t o r y  
e v i d e n c e  o f ,  a n d ,  i n  a n y  e v e n t ,  w i l l  s u b m i t  t o  t h e  
T r e a s u r y  D e p a r t m e n t ,  i n  W a s h i n g t o n ,  D.  C . , i n  
d u p l i c a t e ,  n o t  l a t e r  t h a n  o n e  y e a r  a f t e r  t h e  t e r 
m i n a t i o n  o f  t h e  p r e s e n t  w a r ,  a v e r i f i e d  s t a t e m e n t  
d i s c l o s i n g  ( A )  t h e  n a me ,  a d d r e s s  a nd  n a t i o n a l i t y  
o f  e a c h  p e r s o n  who a c q u i r e d  a n  i n t e r e s t  i n  t h e  
s e c u r i t i e s  a t  t h e  t i m e  o f  t h e i r  p u r c h a s e ;  ( B )  t h e  
n a m e ,  a d d r e s s  a n d  n a t i o n a l i t y  o f  e a c h  p e r s o n  
h a v i n g  an i n t e r e s t  i n  t h e  s e c u r i t i e s  a s  o f  any d a t e  
o r  d a t e s  ( h e r e a f t e r  p r e s c r i b e d )  s u b s e q u e n t  t o  t h e  
d e p o s i t  o f  s u c h  s e c u r i t i e s  i n ,  a nd  p r i o r  t o  t h e i r  
w i t h d r a w a l  f r om t h e  a c c o u n t ;  and ( C )  i f  t h e  i n f o r 
m a t i o n  s u b m i t t e d  w i t h  r e s p e c t  t o  ( A )  and ( B )  d i s 
c l o s e s  t h a t  t h e r e  h a s  b e e n  a n y  c h a n g e  i n  a n y  i n 
t e r e s t  i n  s u c h  s e c u r i t i e s ,  t h e  n a m e ,  a d d r e s s  a n d
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n a t i o n a l i t y  o f  e a c h  t r a n s f e r e e  of *  any  s u c h  i n t e r e s t ,  
t h e  d a t e  o f  e a c h  s u c h  t r a n s f e r ,  a n d  t h e  l i c e n s e  
u n d e r  t h e  O r d e r ,  i f  a n y ,  p u r s u a n t  t o  w h i c h  i t  i s  
c l a i m e d  t h a t  e a c h  s u c h  t r a n s f e r  was e f f e c t e d .

( 4 )  R e c o r d i n g  and r e p o r t i n g  o f  i n f o r m a t i o n  and t h e  e f f e c t u 
a t i o n  o f  t r a n s a c t i o n s  u n d e r  S e c t i o n  ( 2 ^  h e r e o f . ( a )  When any  s a l e  
o f  s e c u r i t i e s  o r  t h e  r e c e i p t  o f  a n y  d i v i d e n d s ,  i n t e r e s t  o r  o t h e r  i n 
come t o  w h i c h  t h i s  r u l i n g  i s  a p p l i c a b l e  h a s  b e e n  e f f e c t e d ,  t h e  p r o 
c e e d s  may be  c r e d i t e d  t o  any a c c o u n t  a u t h o r i z e d  by l i c e n s e ,  p r o v i d e d  
t h a t ,  i f  s u c h  a c c o u n t  i s  n o t  m a i n t a i n e d  i n  t h e  name o r  names  o f  t h e  
b e n e f i c i a l  owner  o r  o wn e r s  o f  t h e  s e c u r i t i e s ,  a memorandum r e c o r d  i s  
k e p t  o f  t h e  a mo u n t  s o  c r e d i t e d  and o f  t h e  n a me ,  a d d r e s s  and n a t i o n 
a l i t y  o f  e a c h  s u c h  b e n e f i c i a l  o w n e r .  I n  t h e  c a s e  o f  t h e  r e c e i p t  o f  
d i v i d e n d s ,  i n t e r e s t  o r  o t h e r  i n c o me  on s e c u r i t i e s ,  a memorandum r e c o r d  
s h a l l  a l s o  b e  k e p t  w i t h  r e s p e c t  t o  s u c h  s e c u r i t i e s  i n  t h e  manner  p r e 
s c r i b e d  i n  S e c t i o n  ( 4 ) ( b )  h e r e o f .

( b )  When a n y  p u r c h a s e  o f  s e c u r i t i e s  t o  w h i c h  t h i s  r u l i n g  
i s  a p p l i c a b l e  h a s  b e e n  e f f e c t e d ,  t h e  s e c u r i t i e s  may be  d e p o s i t e d  i n  
any a c c o u n t  a u t h o r i z e d  by l i c e n s e ,  p r o v i d e d  t h a t  i f  s u c h  a c c o u n t  i s  
n o t  m a i n t a i n e d  i n  t h e  name o r  names  o f  t h e  b e n e f i c i . a l  owner  o r  o wn e r s  
o f  t h e  s e c u r i t i e s ,  a memorandum r e c o r d  i s  k e p t  o f  t h e  s e c u r i t i e s  s o  
d e p o s i t e d  and o f  t h e  name,  a d d r e s s  and n a t i o n a l i t y  o f  e a c h  s u c h  b e n e 
f i c i a l  o w n e r .

( c )  Any i n f o r m a t i o n  s p e c i f i e d  i n  S e c t i o n  ( 2 ) ( a )  h e r e o f  
r e q u i r e d  t o  be  r e p o r t e d  on F o r m T F R - 3 0 0  by  t h e  p e r s o n  h o l d i n g  t h e  
s e c u r i t i e s ,  b u t  w h i c h  h a s  n o t  h e r e t o f o r e  b e e n  s o  r e p o r t e d ,  s h a l l  be  
r e p o r t e d  on For m T F R - 3 0 0 ,  a s  p r o v i d e d  i n  S e c t i o n  1 3 0 . 4  o f  t h e  R e g u l a 
t i o n s  and P u b l i c  C i r c u l a r  No.  4» n o t  l a t e r  t h a n  t h i r t y  d a y s  a f t e r  a 
s a l e  o f  t h e  s e c u r i t i e s  o r  t h e  r e c e i p t  o f  d i v i d e n d s ,  i n t e r e s t  o r  o t h e r  
i n c o m e  t h e r e o n  e f f e c t e d  u n d e r  S e c t i o n  ( 2 )  h e r e o f .  A l l  i n f o r m a t i o n  
s p e c i f i e d  i n  S e c t i o n  ( 2 )  o f  t h i s  r u l i n g  w i t h  r e s p e c t  t o  s e c u r i t i e s  i n  
an a c c o u n t  m a i n t a i n e d  i n  t h e  name o f  a b a n k  o r  o t h e r  f i n a n c i a l  i n s t i 
t u t i o n  w h i c h  i s  l o c a t e d  i n  a b l o c k e d  c o u n t r y ,  a n d  w h i c h  i s  n o t  
l i c e n s e d  a s  a g e n e r a l l y  l i c e n s e d  n a t i o n a l ,  n o t  o t h e r w i s e  r e q u i r e d  t o  
b e  r e p o r t e d  on For m T F R - 3 0 0 ,  s h a l l  b e  r e p o r t e d  by  t h e  p e r s o n  w i t h  
whom s u c h  a c c o u n t  i s  m a i n t a i n e d  on F or m T F R - 3 0 0 ,  S e r i e s  L ,  i n  t h e  
m a n n e r  p r o v i d e d  i n  P u b l i c  C i r c u l a r  No .  4 C ,  a s  o f  t h e  d a t e  o f  t h e  
r e c e i p t  o f  s u c h  s e c u r i t i e s  i n  s u c h  a c c o u n t .  E v e r y  s u c h  r e p o r t  on 
F o r m T F R - 3 0 0 ,  S e r i e s  L ,  s h a l l  b e  f i l e d  w i t h i n  t h i r t y  d a y s  a f t e r  a 
p u r c h a s e  o r  s a l e  o f  t h e  s e c u r i t i e s  o r  t h e  r e c e i p t  o f  d i v i d e n d s ,  i n 
t e r e s t  o r  o t h e r  i n c o m e  t h e r e o n  e f f e c t e d  u n d e r  S e c t i o n  ( 2 )  h e r e o f ,  
w h i c h e v e r  o c c u r s  f i r s t ,  and s h a l l  s t a t e  t h a t  i t  i s  made i n  a c c o r d a n c e  
w i t h  G e n e r a l  R u l i n g  No.  1 7 .

( S ) E f f e c t u a t i o n  and r e c o r d i n g  o f  c e r t i f i e d  t r a n s a c t i o n s . 
When any p u r c h a s e  o r  s a l e  o f  s e c u r i t i e s  o r  t h e  r e c e i p t  o f  a n y  d i v i 
d e n d s ,  i n t e r e s t  o r  o t h e r  i n c o m e  t h e r e o n  t o  w h i c h  t h i s  r u l i n g  w o u l d  
o t h e r w i s e  be  a p p l i c a b l e  h a s  b e e n  e f f e c t e d  p u r s u a n t  t o  t h e  c e r t i f i 
c a t i o n  s p e c i f i e d  i n  S e c t i o n  ( 3 ) h e r e o f ,  t h e  p r o c e e d s  o f  t h e  s e c u r i t i e s
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s o l d ,  o r  t h e  d i v i d e n d s ,  i n t e r e s t  o r  o t h e r  i n c o m e  r e c e i v e d  may be  
c r e d i t e d  t o ,  o r  t h e  s e c u r i t i e s  p u r c h a s e d  may b e  d e p o s i t e d  i  n , a n y  
a c c o u n t  a u t h o r i z e d  by l i c e n s e ,  p r o v i d e d ,  h o w e v e r ,  t h a t  a memorandum 
r e c o r d  i s  k e p t  o f  t h e  t r a n s a c t i o n  and t h a t  i t  was e f f e c t e d  p u r s u a n t  
t o  c e r t i f i c a t i o n  u n d e r  S e c t i o n  ( 3 )  o.f t h i s  r u l i n g «  E a c h  s u c h  memo
r a n d u m r e c o r d  s h a l l  b e a r  t h e  name o f  t h e  b a n k  o r  o t h e r  f i n a n c i a l  
i n s t i t u t i o n  m a k i n g  t h e  c e r t i f i c a t i o n ,  and t h e  number  o f  s u c h  c e r t i f i 
c a t  i  on «

( 6 ) F or m o f  c e r t i f i c a t i o n  and c o n t i n u i n g  e f f e c t  o f  c e r t a i n  
c e r t i f i c a t i  on s « ( a )  No f or m i s  p r e s c r i b e d  f o r  t h e  c e r t i f i c a t i o n  
s p e c i f i e d  i n  S e c t i o n  ( 3 )  h e r e o f ,  b u t  t h e  c e r t i f i c a t i o n s  o f  e a c h  ba nk  
o r  o t h e r  f i n a n c i a l  i n s t i t u t i o n  s h a l l  b e  n u m b e r e d  c o n s e c u t i v e l y  and 
e v e r y  s t a t e m e n t  s u b m i t t e d  t o  t h e  T r e a s u r y  D e p a r t m e n t  i n  a c c o r d a n c e  
w i t h  S e c t i o n s  ( 3 ) ( a ) ( i i )  a n d  ( 3 ) ( b ) ( i i ) h e r e o f  s h a l l  r e f e r  t o  t h e  
number  o f  t h e  c e r t i f i c a t i o n  p u r s u a n t  t o  w h i c h  t h e  t r a n s a c t i o n  was e f 
f e c t e d .  T h e  c e r t i f i c a t i o n  s p e c i f i e d  i n  S e c t i o n  ( 3 )  h e r e o f  may be 
made  by a c a b l e  o r  w i r e l e s s  m e s s a g e  w h i c h  c l e a r l y  i d e n t i f i e s  t h e  
t r a n s a c t i o n ,  and s t a t e s ,  i n  c o d e  o r  o t h e r w i s e ,  t h a t  t h e  s e n d e r  ma k e s  
t h e  c e r t i f i c a t i o n  s p e c i f i e d  i n  S e c t i o n  ( 3 )  o f  G e n e r a l  R u l i n g  No.  1 7 .

( b )  A c e r t i f i c a t i o n  made u n d e r  S e c t i o n  ( 3 ) ( a )  h e r e o f  
w i t h  r e s p e c t  t o  t h e  r e c e i p t  o f  d i v i d e n d s ,  i n t e r e s t  o r  o t h e r  i n c o me  on 
s e c u r i t i e s  w i l l ,  u n l e s s  t h e  b a n k  o r  o t h e r  f i n a n c i a l  i n s t i t u t i o n  
ma k i n g  t h e  c e r t i f i c a t i o n  e x p r e s s l y  s t i p u l a t e s  o t h e r w i s e ,  b e  deemed t o  
b e  a c o n t i n u i n g  c e r t i f i c a t i o n  a p p l i c a b l e  t o  t h e  f u r t h e r  r e c e i p t  o f  
d i v i d e n d s ,  i n t e r e s t  o r  o t h e r  i n c o m e  on t h e  same s e c u r i t i e s ,  and t h e  
p h r a s e  “ t h e  d a t e  when t h e  t r a n s a c t i o n  was e f f e c t e d "  i n  c l a u s e  ( B )  o f  
S e c t i o n  ( 3 ) ( a ) ( i i )  h e r e o f  s h a l l  be dee med,  i n  t h e  c a s e  o f  s u c h  c e r t i 
f i c a t i o n ,  t o  mean t h e  d a t e  o f  e a c h  r e c e i p t  o f  d i v i d e n d s ,  i n t e r e s t  or  
o t h e r  i n c o me  on suci i  s e c u r i t i e s  e f f e c t e d  u n d e r  s u c h  c e r t i f i c a t i o n .

( 7 ) P r o c e e d s  o f  s a l e s  and i n c o m e  f r o m s e c u r i t i e s  t o  be d e 
p o s i t e d  i n  G e n e r a l  R u l i n g  No.  6 a c c o u n t s .  A l l  p r o c e e d s  o f  s a l e s  o f  
s e c u r i t i e s  and a l t  d i v i d e n d s ,  i n t e r e s t  o r  o t h e r  i n c o m e  r e c e i v e d  on 
s e c u r i t i e s  h e l d  i n  any a c c o u n t  m a i n t a i n e d  i n  t h e  name o f  any b a nk  or  
o t h e r  f i n a n c i a l  i n s t i t u t i o n  w h i c h  i s  l o c a t e d  i n  a b l o c k e d  c o u n t r y ,  
and n o t  l i c e n s e d  a s  a g e n e r a l l y  l i c e n s e d  n a t i o n a l ,  s h a l l  be  d e p o s i t e d  
i n  a G e n e r a l  R u l i n g  No.  6 a c c o u n t  i n  t h e  name o f  s u c h  b a n k  o r  o t h e r  
f i n a n c i a l  i n s t i t u t i o n ,  u n l e s s

( a )  T h e  p e r s o n  w i t h  whom t h e  a c c o u n t  i s  m a i n t a i n e d  
i s  i n  p o s s e s s i o n  o f  t h e  i n f o r m a t i o n  s p e c i f i e d  i n  

S e c t i o n  ( 2 ) ( a )  h e r e o f  w i t h  r e s p e c t  t o  s u c h  s e c u r i 
t i e s  ; o r

( b )  T h e  b a n k  o r  o t h e r  f i n a n c i a l  i n s t i t u t i o n  i n  
w h o s e  name t h e  a c c o u n t  i s  m a i n t a i n e d  h a s  made t h e  
c e r t i f i c a t i o n  s p e c i f i e d  i n  S e c t i o n  ( 3 ) ( a )  h e r e o f  
w i t h  r e s p e c t  t o  s u c h  s e c u r i t i e s ;  or

( c )  T h e  s a l e  o f  s u c h  s e c u r i t i e s  o r  t h e  r e c e i p t  o f  
s u c h  d i v i d e n d s ,  i n t e r e s t ,  o r  o t h e r  i n c o m e  was e f 
f e c t e d  u n d e r  G e n e r a l  L i c e n s e s  N o s .  4 9 ,  50 »  52»  o r  
7 0 .
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( 8 )  S a v i n g s  P r o v i s i o n .  None o f  t h e  p r o v i s i o n s  o f  t h i s  G e n 
e r a l  R u l i n g  s h a l l  be  a p p l i c a b l e  ( a )  t o  p u r c h a s e s  or  s a l e s  o f  s e c u r i 
t i e s  e f f e c t e d  w i t h i n  t h i r t y  c a l e n d a r  d a y s  a f t e r  t h e  d a t e  h e r e o f  p u r 
s u a n t  t o  o r d e r s  t o  b u y  o r  t o  s e l l  s p e c i f i c  s e c u r i t i e s ,  p r o v i d e d ,  
h o w e v e r ,  t h a t  s u c h  o r d e r s  a r e  o u t s t a n d i n g  on t h e  d a t e  h e r e o f ;  o r  ( b )  
t o  t h e  r e c e i p t  o f  d i v i d e n d s ,  i n t e r e s t  o r  o t h e r  i n c o m e  on s e c u r i t i e s  
w i t h i n  t h i r t y  c a l e n d a r  d a y s  a f t e r  t h e  d a t e  h e r e o f .

( 9 )  D o l l a r  a c c o u n t s  m a i n t a i n e d  w i t h  a ba n k  o r  o t h e r  f i n a n 
c i a l  i n s t i t u t i o n  w h i c h  i s  a n a t i o n a l  o f  a b l o c k e d  c o u n t r y . The S e c 
r e t a r y  o f  t h e  T r e a s u r y  may,  i n  h i s  d i s c r e t i o n ,  a s  a c o n d i t i o n  t o  t h e  
e x e r c i s e  o f  t h e  p r i v i l e g e s  o f  a l i c e n s e  i s s u e d ,  o r  t h e  i s s u a n c e  o f  a 
l i c e n s e , u n d e r  t h e  O r d e r ,  o r  o t h e r w i s e ,  r e q u i r e  a v e r i f i e d  s t a t e m e n t  
f r om any bank o r  o t h e r  f i n a n c i a l  i n s t i t u t i o n  w h i c h  i s  a n a t i o n a l  o f  a 
b l o c k e d  c o u n t r y  and m a i n t a i n s  a d o l l a r  o r  s e c u r i t i e s  a c c o u n t  w i t h  a 
p e r s o n  w i t h i n  t h e  U n i t e d  S t a t e s ,  d i s c l o s i n g  t h e  n a m e s ,  n a t i o n a l i t i e s  
and s u c h  o t h e r  i n f o r m a t i o n  a s  may b e  p r e s c r i b e d ,  c o n c e r n i n g  a n y  o r  
a l l  p e r s o n s  who h a v e  m a i n t a i n e d  d o l l a r  a c c o u n t s  w i t h  s u c h  b a n k  o r  
o t h e r  f i n a n c i a l  i n s t i t u t i o n  s i n c e  t h e  e f f e c t i v e  d a t e  o f  t h e  O r d e r  
w i t h  r e s p e c t  t o  s u c h  p e r s o n s .

( 1 0 )  De f i n i  t i o n s . F o r  t h e  p u r p o s e s  o f  t h i s  G e n e r a l  R u l i n g :

( a )  The t e r m  “ b a n k  o r  o t h e r  f i n a n c i a l  i n s t i t u t i o n ” 
s h a l l  i n c l u d e  e v e r y  p e r s o n  e n g a g e d  i n  t h e  b u s i n e s s  o f  
( i )  b a n k i n g ,  ( i i )  i n s u r a n c e ,  ( i  i  i  ) b u y i n g ,  s e l l i n g  o r  
o t h e r w i s e  d e a l i n g  i n  s e c u r i t i e s ,  o r  ( i v )  m a n a g i n g ,  
o p e r a t i n g ,  c o n d u c t i n g  o r  o t h e r w i s e  h o l d i n g  s e c u r i t i e s  
o r  s e c u r i t i e s  a c c o u n t s  f o r  o t h e r s ;

( b )  The  t e r m  " d i v i d e n d s ,  i n t e r e s t  o r  o t h e r  i n c o m e  on 
s e c u r i t i e s ”  s h a l l  i n c l u d e  p a y m e n t s  o f  p r i n c i p a l  and 
p a y m e n t s  on a c c o u n t  o f  t h e  r e t i r e m e n t  o r  r e d e m p t i o n  o f  
s e c u r i t i e s ;  and

( c )  T h e  t e r m  “ n a t i o n a l i t y ”  s h a l l  mean t h e  na me s  o f  a l l  
c o u n t r i e s  o f  w h i c h  a p e r s o n  i s  a n a t i o n a l  w i t h i n  t h e  
m e a n i n g  o f  t h e  O r d e r .

RANDOLPH PAUL
A ctin g  S e c r e ta ry  o f  th e  T reasu ry .
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■ 2/ ' ■ ' | t
COTTON CARD.STRIPS,/ COMBER WASTE, LAP WASTE, SLIVER .WASTE, AMD ROVING WASTE,

?ETHER OR NOT MANUF ACTURED OR OTHERWISE ADVANCED IN VALUE. Annual quotas 
commencing September 20, by Countries of Origin:

' C.. ■ V - ••• . , V -  &  '
Total quota, provided, however, that not more than 33-1/3 percent/ of the 

quotas shall be f ille d  by cotton wastes other than card strips/ and comber 
wastes made from cottons of 1-3/16 inches or more in staple length in the 
case of the following countries: United Kingdom, France, Netherlands, 
Switzerland, Belgium, Germany and Italy :

(In Pounds)
#i .

Country of Origin : Established 
TOTAL QUOTA

: TOTAL IMPORTS 
:$ept* 20, 1943 
: Oct. 2* 1943

: ESTABLISHED: Impor t s 
: 33-1/3$ of :1943, to 
»Total Quota: Oct. 2,

Sept. 20, 

1 9 4 3 i J
t %

United Kingdom.......... 4,323,457 1,441,152
Cdn3.d.£tt • + 239,690 « — mm
France, 227,420 _ • 75,807 mm
British* Ind'ia.......... .. 69,627 - •* — mm
Netherlands* 68,240 M 22,747
3witzerland. 44, 388 mm 14,796 mm
Belgium. * .......... 38,559 — 12,853 mm"
«7 apan. . . . . . . . . . . . . . . 341,535
China,...................... .... 17,322
% y p t . . . . . . . .............. 8,135 -  ; — mm
Cuba.............................. 6,544 — « mm
Germany....................... 76,329 - 25,443 mm
I ta ly . .......................... 21,263 _ ■ —■ 7,088 -

TOTALS 5,482,509 - 1,599,886

A/ -Included in total imports) column 2*

2.1 The President’ s proclamation,- signed March 31, 1942, exempts from import 
quota restrictions card strips made from cottons having a staple 1-3/16 
Inches or more in length.

0 O****



3  7  - < /FOE IMMEDIATE RELEASE,
OiLt&ber

The Bureau of Customs announced today that preliminary reports from the 
collectors of customs show imports of cotton and cotton waste chargeable to the 
import quotas established by the President’ s proclamations of September 5, 1929, 
and December 19, 1940, as- follows, during the period September 20, 1943, to 

October.2, 19L3 * • - • ~ '

COTTOlJ HAVING A STAPLE OF LESS THAN 1-11/l6 INCHES (OTHER THAN HARSH OR ROUGH 
COTTON OP .LESS THAN 3/4 INCH IN STAPLE LENGTH AND CHIEFLY USED IN THE' MANU
FACTURE OF BLANKETS AND BLANKETING, AND OTHER THAN LINTERS) . Annual quotas 
commencing September 20, by Countries of Origin: '

(In Pounds)

9
Staple length less : 

‘ than 1-1/8”' :
Staple length 1-1/8” or more 

but less than 1—11/16”
Country of•’ • 

Origin .* :Established
Quota

ï Imports Sept,: 
: 20j. 1943, to : 
:0ct, 2, 1943 j

Established
Quota

45.656.420

: Imports Sept-. 
: 20, 1943, to 
. Oct* 2, 1943

Egypt and the Anglo- #
Egyptian Sudan. . . . . . . . 783,816 - 4,801,485

Peru.................................... 247,952 73,576 . 248,653
B ritish  India.. . . . . . . .  ,'V 2,003,483 * «M,

China.r.. . . , ^ . . . . .v 1,370,791 —

Mexi C O  . . . .  ..................... . .; -8,883,259 8,883,259 ■ ; ‘ mm

B raz il ...................................
Uhion of Soviet

618,723 410,330 -

Socialist Republics... 475,124 «• mm

Argentina.. . . . . . . . . . . . . . 5,203 A é • mm

Hai t i i 237 mm *  mm

Ecuador.............................; 9,333 —

Honduras,. . . . . . . . . . . . . . . . . . . . . 752 . — mm

Paraguay.............. . . . . . . . . 8 71- —  . mm

Colombia...................... 124 —
Ira q .. .  . . . . . . . . . . . . . . . . . 195 —
B ritish  East A fr ic a .. , . . 2,240 —
Netherlands East Indies. 71,38.8 mm mm

Barbados............... .............
Other B ritish  Wept

- -

Indies 1 / .. .................. 21,321 m .

Nigeria............ .
Other B ritish  West

5,377 — -

Africa Zj * *.............. .. * ie Æ ê r II-- II _
Other French Africa 3/. 
Algeria and Tunisia,.

£^ 689
-

14,516,882 9,367,165 45,656,420 5,050,138

1 /  Other than Barbados, Bermuda, Jamaica, Trinidad, and Tobago« 
Z j Other than Gold Coast and Nigeria,
¿1 Other than Algeria, Tunisia, and Madagascar,



TREASURY DEPARTMENT 
Washington

POR IMMEDIATE RELEASE, 
Wednesday, October 13, 1943«

Press Service 
No, 39-4

The Bureau of Customs,; announced today that preliminary, reports from the 
collectors of customs show imports-, of cotton and cotton waste chargeable to 
the import quotas established by the President's proclamations of September 5, 
1939, and December 19,•1940,'a s1follows, ddring"thè period September 20, 1943, 
•to October 2, 19435 ■*' *,

COTTON HAWING- A STAPLE OP LESS T̂ AN 1-11/16 INCHES (OTHER THAN HARSH OR ROUGH 
‘ COTTON OP LESS THAN 3/4 INCH IN STAPLE LENGTH AND CHIEFLY USED IN THE MANU

FACTURE OF BLANKETS AND BLANKETING, AND OTHER THAN LINTERS)* Annual quotas 
commencing September 20, by Countries pf Origin:

/ . (.In Pounds)

Country of 
Origin

: Staple length less
: than 1-1/8H
: : Imports Sê pt.
:Established:20, 1943* to 
; Quota :Qct» 2. 1943

Staple length 1-1/8n or more 
but less than 1-11/1611

Established
Qpota

45,656,430

Imports Sept. 
20, 1943, to 
Oct¿ 2 ,  1943,

: ; - ■■ f t ■ ■ - •;
Egypt and the Anglo- 

Egyptian Sudan,. . . . . . . .
Peru.....................
B ritish  I n d i a . . . . . . . . . . .
China........ . . . . . . . . . ..........
Mexico.. . . . . . . . .......... . •»
Brazil.
Union of Soviet

Socialist Republics... 
Argent ina,
H aiti...................».............
Ecuador.. . . . . . . . . . . . . . . .
Honduras...................
Paraguay.. . . . . . . . . . . . . . .
Colombia................. . . . . . .
Iraq.
B ritish  East A frica .. . . ,  
Netherlands East Indies.
Barbados..........
Other B ritish  West

Indies l / . , . . * .......... <
Nigeria............... ..
Other B ritish  West

Africa 2/........ .............
Other French Africa 3/ 
Algeria and Tunisia.. . ,

783,816
247,952

2,003,483
1,370,791
8,883,259

618,723

475,124
5,203

237
9,333

752
871
124
195

2,240
71,388

21,321
5,377

16,004
689

73,576

8,883,25.9
410,330

4,801,485
248,653

14,516,882 9,367,165 45,656,420 5,050,138

1/ Other than Barbados. Bermuda, Jamaica, Trinidad, and Tobago. 
2/ Other than Gold Coast and Nigeria.
3/ Other than Algeria, Tunisia, and Madagascar.

(Over)
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COTTON CARD STRIPS, 2/ COMBER WASTE, LAP WASTE, ' SLIVER WASTE, AND ROVING- WASTE, 
WHETHER OR.NOT MANUFACTURED OR OTHERWISE ADVANCED IN VALUE. Annual quotas 
commencing^September 20, by Countries of Origin:

Total quota, , provided, However, that not more than 33-1/3 percent of the quotas 
.shall be f i l le d  by cotton wastes other than card strips 2/ and comber wastes 
made from cottons of 1-3/16 inches or more in stap le ,length in the case of 
the following countries: United Kingdom, Prance, Netherlands, Switzerland, 
Belgium, Germany and Italy?

;____ _________ _________ ( In Pounds) ____ ______ _ _____ ________ _
: ; TOTAL IMPORTS’ :ESTABLISHED:Imports Sept. 20,

Country of Origin : Established :Sept. 20, 1943 :33-1/3$ of ?1943, to
;______  : -TOTAL QUOTA tOct. 3 v 1943 tTotal Quota?Oct. 3. 1943 1/

United Kingdom.. . . . . 4 ,3 2 3 ,4 5 7 1 ,441 ,152 —
Canada. 239,690 - - —
F ran ce . . . . . . . . , . . . . . . 227 ,420 - 75,807 —

k B r i t i s h  I n d i a . . . . . .  * 69,627 - - —
Netherlands................... 68,240 - 22 ,747 -
Switzer land. . . . . . . . . 44,388 - 14,796 —

.Belgium. . . . . . . . . . . . . 38,559 - 12,853 • •  —
: i Jap an .*•».«»*•**»••. 341,535 — — ; -*•

China. . . . . . . . . . . . . . . ,17,322 — • — —
Egypt.................... .. 1 8 ,135 - —
Cuba............ ............. .. 6,544. ■ 7 \ 7

German............ 76,329 - 25,4^3 —
I t a l y ,  * ............ 21 ,263 — 7,088

5 ,482 ,509 - 1 ,599 ,886 —

1/ Included in to tal impprts, column 2.

2 ] The President’ s proclamation, signed March 31,. 1942,, exempts from import 
quota restrictions card strips made from cottons having a staple 1-3/16 
inches or more in length. ' .

~o0o—
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Commodity
• *•
: Established Quota : 
:Period and Countrv: Quantity:

Unit : 
of : 

Qnantitv :
Imports as of 

Oct. 2, 
1943

Silver or ‘black 
foxes, furs, 
and articles: 
Foxes valued 
under $250 each, 
and whole furs 
and skins

Period - May - 
Nov* 1943 
Ail countries 33,229 Number 31,169

Tails 12 months from 
Pec* 1, 1942 5,000 Piece 463

Paws, heads, or 
other separated 
parts ii 500 Pounds (Qjaota filled)

Piece plates it 550 Pounds —

Articles, other
than piece plates s 500 liait 77



POR IMMEDIATE RELEASE 
October 12. 1943

The Bureau of Customs announced preliminary figures for imports of 

commodities within quota limitations provided for under trade agreements, 

from the beginning of the quota periods to October 2, 1943, inclusive, 

as follows:

Commodity
••
:______ Established Quota

Unit : 
of :

Imports as of 
Oct« 2,

:Period and Country: Quantity: Quantity : 1943

Whole milk, fresh 
or sour Calendar year 3,000,000 Grail on 5,585

Cream, fresh or sour Calendar year 1,500,000 6-all on 702
Pish, fresh or 

frozen, filleted, 
etc«, cod, haddock, 
hake, pollock, cusk 
and rosefish Calendar year 17,804,128 Pound 12,854,791

White or Irish 
potatoes: 
certified seed 
Other

12 months from 
Sept. 15, 1943

90.000. 000
60.000. 000

Pound
Pound

1,485,000
553,631

Red cedar shingles Calendar year 2,506,072 Square 1,127,083
Cuban filler tobacco, 
unstemmed or stemmed 
(other than cigarett 
leaf tobacco), and 
scrap tobacco

e

Calendar year 22,000,000

Pound
(unstemmed
equivalent) (Qpota filled)

Molasses and sugar 
sirups containing 
soluble nonsugar 
solids equal to 
more than 6$ of 
total soluble 
solids Calendar year 1,500,000 6allon 254,096



TREASURY DEPARTMENT 
Washingt on

FOR IMMEDIATE RELEASE, Press, Service
Wednesday, October 13* 1943. No, 39—5

The Bureau of Customs announced preliminary figures for imports of com

modities within quota lim itations provided for under trade agreements, from the 

beginning of the quota periods to October 2, 1943, inclusivel as follows:

: : Unit : Imports as of
Commodity ; / Established Quota ? of : Oct. 2,

iPeriod and Country: Quantity:Quantity ; _____1943

Whole milk, fresh 
or sour

Cream, fresh or sour

Pish, fresh or 
frozen, fille te d , 
e t c . , cod, haddock, 
hake, pollock, cusk 
and rosefish

White or Irish  
potatoes: 
certified  seed 
Other

Red cedar shingles

Cuban f i l l e r  tobacco, 
unstemmed or stemmed 
(other than'1 cigarette 
leaf tobacco), and 
scrap tobacco

Calendar year 3,000,000

Calendar year 1,500,000

Calendar year 17,804,128

12 months from 
Sept, 15, 1943

90.000. 000
60.000. 000

Calendar year 2,506,072

Calendar year 22,000,000

Gallon 5,585

Gallon 702

Pound 12,854,791

Pound
Pound

, 1,485,000 
553,631

Square 1,127,083

Pound
(unstemmed
equivalent) (Quota fille d )

Molasses and sugar 
sirups containing 
soluble non'sugar 
solids equal to 
more than 6yo of 
to tal soluble 
solids Calendar year 1,500,000 Gallon 264,096

(Over)
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Commodity Ì5s tab lì. shed Quota ’
Unit : Imports as of

of ! Oct. 2,
i Period and Country i Quantity i , Quantity : 1943

Silver or black - 
foxes, furs,

‘ and articles*- ■ 
Poxes valued 
lander* $250 each 

• and whole furs 
and skins

Tails

Paws, heads, or 
other separated 
parts

Piece plates ..

A rticles, other 
than piece plates

Period -V; May ;** 
Nov. 1943 .
All countries

12? months f r ’om 
Pec. 1, 1942

33,229 Number

5,000 Piece

500

550

500

Pounds

Pounds

iii?
Unit ,

31,169

463

(Qpbta filled)

77

-oQo-*



FOE IMMEDIATE EELEASE, 
October 12, 1943,

The Bureau of Customs announced today preliminary figures showing the 

quantities of coffee authorized for entry for consumption under the quotas for 

the 12 months commencing October 1, 1942, provided for in the Inter-American

Coffee Agreement, proclaimed by the President on April 15, 1941, as follows:

Country of Production Quota Quantity : Authorized for entyy
(Pounds) 1/ :________ for consumption_____

-----------------? Az of (Date) ; (Pounds)
Signatory Countries:

Brazil 
Colombia 
Costa Bica 
Cuba
Dominican Eepublie
Ecuador
11 Salvador
Guatemala
Haiti
Honduras
Mexico
Nicaragua
Peru
Venezuela

Non-signatory Countries:

2,172,359,753 Sept. 30, 1943 898,099,394
^^357840. 277- H 635,463,404

46,718,031 N 40,648,408
18,692,451 H 13,738,617
25,752,947 (Import quota filled)
35,041,235 Sept» 30, 1943 21,690,313

140,776,585 H 120,347,172
124,978,598 R 107,206,186
64,236,136 H 56,747,838
4,278,467 (Import quota filled)

111,292,661 Sept» 30, 1943 65,078,793
45,818,819 H 25,745,750
5,839,588 H 358,878

90,021,490 Sept. 30, 1943 67,503,303

British Empire, except )
Aden and Canada )

Kingdom of the Netherlands )
and its possessions ) 75,969,0X7 Sept. 30, 1943 35,334,929

Aden, Yemen, and Saudi )
Arabia )

Other countries not signa- ) 
tories of the Inter- )
American Coffee Agreement)

1J Quotas revised as of March 5, 1943*



TREASURY DEPARTMENT 
Washington

FOB IMMEDIATE HELEASE. ,, Pr®ss ®®rJ ice
Wednesday, October 13, 1943» °*

The Bureau of Custom© announced today preliminary figures showing the

quantities of coffee authorised for entry for consumption under the quotas for 

the IS months commencing October 1, 1943, provided for in the Inter-American 

Qoffee Agreement, proclaimed by, the President on April 15, 1941, as follows*

f♦
Countxy of Production :

•

*

Quota Quantity 
(Pounds) 1/

: Authorized for entry 
: for consumption 
: As of (Date) ? (Pounds)

Signatory Countries?

Brazil 2,172,359,753 Sept. 30, 1943 898,099,394
Colombia 735,840,277 h 635,463,404
Costa Rica 46,718,031 n 40,648,408
Cuba \ 18,692,451 ti 13,738,617
Dominican Republic 25,752,947 ( Import * quota filled )
Ecuador 35,041,235 Sept. 30, 1943 21, 6yU, 3JLo
El Salvador 140,776,585 it 120,347,172
Guatemala 124,978,598 it 107,206,186
Haiti 64,236,136 it 56,747,838
Honduras 4,278,467 (import quota f ille d )
Mexico 111,292,661 Sept, 30, 1943 65,078,793
Nicaragua 45,818,819 ti 25,745,750
Peru 5,839,588 w 358,878
Venezuela 90,021,490 « 67,503,303

Non-signatoiy Countries: ¡¡¡¡¡11 J

B ritish  Snpire, except )
Aden and Canada )

Kingdom of the Netherlands )
and its  possessions ) 75,969,017 Sept, 30, 1943 35,334,929

Aden, Yemen, and Saudi )
Arabia )

Other countries not signa- )
tories of the Inter— >
American Coffee Agreement)

1f  Quotas revised as of March 5, 1943«



FOR IMMEDIATE RELEASE, 
October 12. 1945*_____

The Bureau of Customs announced today preliminary figures showing the quan

tities of wheat and wheat flour entered, or withdrawn from warehouse, for con

sumption under the import quotas established in the Presidents proclamation of 

May 28, 1941, as modified by the Presidents proclamations of April 13, 1942, 

and April 29, 1943, for the 12 months commencing May 29, 1943, as follows:

Wheat flour, semolina, crushed 
or cracked wheat, and similar

of : : Imports 
Origin {Established:May 29, 1943

: Quota__ :to Oct» 2. 1943

: : Imports 
¡Established: May 29, 1943 
: Quota ,:to Oct. 2« 1943__

(Bushels) ^Bushels) (Pounds) [Pounds)

Canada 795,000 795,000 3,815,000 162,913
China - - 24,000 -
Hungary mm 13,000 MS
Hong Kong - 13,000 —
Japan ** MS 8,000 **
United Kingdom 100 - 75,000 mm

Australia MS - 1,000 -
Germany 100 - 5,000 mm

Syria 100 - 5,000 —
New Zealand mm - 1,000 —
Chile - - 1,000 mm

Netherlands 100 - 1,000 —
Argentina 2,000 - 14,000 -
Italy 100 - 2,000 —
Cuba - - 12,000 -
France 1,000 mm 1,000 -
Greece - - 1,000 * -
Mexico 100 MS 1,000 -
Panama - - 1,000 MS
Uruguay - - 1,000 -
Poland and Danzig MS - 1,000 —
Sweden - - 1,000 -
Yugoslavia mm - 1,000 -
Norway mm - 1,000 —
Canary Islands - - 1,000 —
Rumania 1,000 - - —
Guat emala 100 - - -
Brazil 100 - - -
Union of Soviet

Socialist Republics 100 - - -
Belgium 100 - - —

800,000 795,000 4,000,000 162,913



TR3ASW DEPARTMENT 
‘Washington

POR IMMEDIATE RELEASE, Press Service
Wednesday. October 13, 1943« No» 39-7

The Bureau of Customs announced today preliminary figures showing the 

Quantities of wheat and wheat flour entered, or withdrawn from warehouse, for 

consumption under the import quotas established in the President’ s proclama

tion of May 28, 1941, as modifiedr by the President’ s proclamations of April 13,

1942, and April 29, 1943, for the 12 months commencing May 29, 1943, as follows:

. %+, ' - ' . ■' ' ' • ' \ ' ' - \ y/ WHEAT
Wheat flour, semolina, crushed 
or cracked wheat, and similar

Country
of

wheat products
Imports : Imports

Origin Established:May 29, 1943 Established: May 29, 1943
Quota Jto Octf 2» 1943 Quota Jto Oct. 2,* 1943

(Bushels) (Bushels) (Pounds) (Pounds)

Canada 795,000 795,000
China - —
Hungary — -, \ —
Hong Kong *•?
Japan

xoo
•M»

United Kingdom «M»
Australia - —
Germany 100 ,
Syria 100 —
New Zealand — —
Chile —
Netherlands 100 **
Argentina 2,000 —
Italy 100 —
Cuba —
Prance 1,000 —
Greece — —
Mexico 100 —
Panama — *•*
Uruguay —
Poland and Danzig —
Sweden —
Yugoslavia mm
Norway •t*
Canary Islands —
Rumania 1,000
Guatemala 100
Brazil 100
Union of Soviet

Socialist Republics 100 -
Belgium 100 V

800,000 795,000

3,815,000 162,913
24.000
13.000
13.000

8 , 0 0 0 .
75.000
1,000
5.000
5.000
1.000
1,000
1,000

14.000
2,000

12.000
1,000
1,000
1,000
1,000
1,000
1,000
1,000
1,000
1,000
1,000

4,000,000 162,913

-oOo-
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TREASURY DEPARTMENT 
Washington

Press Service 
No* ?  ’ %3

FOR IMMEDIATE RELEASE,

Mr« Hjalmar J• Procope, Minister of Finland, andASec?etary Morg^fhau today 

executed an agreement under which the Republic of Finland will undertake to pay the 

sum of $8^5,287.2^ to the United States, in twenty equal annuities payable in semi

annual instalments*

The sum of $8^5*287*2^ was payable by Finland to the United States during the 

period from January 1, 19^1, to December 31# 19^2, but was postponed Under a joint 

resolution of Congress approved on June 12, 19^1.

The amounts postponed were as follows}

Date
Payable

Funding Agreement 
of May 1, 1923

Principal Interest
Agreement of 
May 23, 1932

Agreement of 
May 1, 19U1 TOTAL

June 15, 191«. — $139,037.50 $19.030*50 $13.695.06 $171,763.06

December 15* 19^1 $79#ooo 139.037.50 19,030*50 i3.695.O6 250,763.06

June 13, 19^2 — 137,655.00 19.030.50 13,695.06 170,380.56

December 13, 19^2 82,000 137.655.00 19.030*50 13.695.06 252,380.56

TOTAL $161,000 $553.3*5.00 $76,132.00 $5^.780.2^ $8^5,287*2^

Under the terms of the agreement, Finland is required to pay annually $^2,26̂ *36* 

These payments are to be made in two instalments of $21,132*18 on June 15 and on 

December 15* The first payment under this agreement will be due on June 15, I9U5,

•OoO“



TREASURY- DEPARTMENT 
Washington

FOR IMMEDIATE RELEASE, N Press Service
Thursday« October 14, 1943, , 39-̂ 8

Mr. Hjalmar J .  Procope, Minister of Finland, and Acting Secretary Bell 

today executed an agreement under which the Republic of Finland will undertake 

to pay the sum of $845*287,24 to the United States, in twenty equal annuities 

payable in semiannual instalments.

The sum of $845,287,24 was payable by Finland to the United States during 

the period from January 1, 1941, to December 31, 1942, but wasi postponed under 

a jo in t resolution of Congress approved on June 12, 1941.

The amounts postponed were as follows.

Funding Agreement
Date of May l f 1923 Agreement of Agreement of

Payable Principal Interest May 23, 1932 May 1, 1941 , TOTAL

June 15, 1941 — $139,037.50 $19,030.50 $13,695.06 $171,763.06

December 15̂ 1941 ' $79,000 139,037.50 19,030,50 13,695.06 250*763.06

June 15, 1942 — 137,655.00 19,030.50 13,695.06 17Q.380.56

December 15,1942 82,000 137,655*00 19,030,50 13,695.06 252,380,56

TOTAL $161,000 $553,385,00 $76,122.00 $54,780.24 $845,287.24

Under the terms of the agreement. Finland is required to pay annually 

$42,264.36. These payments are to be made in two instalments of $21,132,18 on 

June 15 and on December 15. The f i r s t  payment under this agreement w ill be due 

on June 15, 1945.



for such b i l ls ,  whetiier on original issue or on subsequent purchase, and the amount 

actually received either upon sale or redemption at maturity during the taxable 

year for which the return is  made, as #rdinary gain or loss.

Treasury Department Circular No.' 418, as amended, and th is notice, pre

scribe the terms of the Treasury b i lls  and govern the conditions of their issue. 

Copies of the circular may be obtained from any Federal Reserve Bank or Branch.



m m

-  2 -

Reserve Banks and Branches, following which public announcement w ill be made by the

Secretary of the Treasury of the amount and price range of accepted bids. Those

submitting tenders w ill be advised'of the acceptance or rejection thereof. The

Secretary of the Treasury exoressly reserves the right to accept or re jec t any or

a l l  tenders, in whole or in part, and his action in any such respect shall be final.

Subject to these reservations, tenders for $100,000 or less from any one bidder at

99.905 entered on a fixed-price basis w ill be accepted in fu ll. Payment of accepted

tenders at the prices offered must be made or completed at the Federal Reserve Bank

in cash or other immediately available funds on October , 1943
xggc

The income derived from Treasury b i l ls ,  whether in terest or gain from 

the sale or other disposition of the b i l ls ,  shall not have any exemption, as such, 

and loss from the sale or other disoosition of Treasury b ills  shall not have any 

special treatment, as such, under Federal tax Acts now or hereafter enacted. The 

b i lls  shall be subject to estate, inheritance, g if t , or other excise taxes, whether" 

Federal or State, but shall be exempt from a ll  taxation now or hereafter imposed 

on the principal or in terest thereof by any State, or any of the possessions of 

the United States, or by any local taxing authority. For purposes of taxation the 

amount of discount at which Treasury b i l ls  are originally sold by the United States 

shall be considered to be in terest. Under Sections 42 and 117 (a) (l)  of the 

Internal Revenue Code, as amended by Section 115 of the Revenue Act of 1941* the 

amount of discount at which b i lls  issued hereunder are sold shall not be considered 

to accrue until such b i l ls  shall be sold, redeemed or otherwise disposed of, and 

such b i l ls  are excluded from consideration as capital assets. Accordingly, the 

owner of Treasury b i lls  (other than l i f e  insurance companies) issued hereunder 

need include in his income tax return only the difference between the price paid



The Secretary of the Treasury, by th is public notice, invites tenders

for $1»000,000,000 , or thereabouts, of ML **day Treasury b i l ls ,  to be issued
i$ $ r

on a discount basis under competitive and fixed-price bidding as hereinafter pr 

vided. The b ills  of th is series w ill be dated Octohep 21T 19AB » and w ill
~ s i r

in terest. They w ill be issued in bearer form only, and in denominations of $1,000, 

$5,000, $10,000, $100,000, $500,000, and $1,000,000 (maturity value).

Tenders w ill be received at Federal Reserve Banks and Branches up to the 

closing hour, two o’ clock d. m., Eastern War time, Monday, October IB« 194$ .

Tenders w ill not be received at the Treasury Department, Washington. Each tender 

must be for an even multiple of $1,000, and the price offered must be expressed 

on the basis of 100, with not more than three decimals, e. g ., 99.925. Fractions 

may not be used. I t  is  urged that tenders be made on the printed forms and for

warded in the special envelopes which w ill be supplied by Federal Reserve Banks 

or Branches on application therefor.

trust companies and from responsible and recognized dealers in investment securi

t ie s . Tenders from others must be accompanied by payment of 2 percent r f  the face 

amount of Treasury b i l ls  applied for, unless the tenders are accompanied by an 

express guaranty of payment by an incorporated bank or trust company.

> when the face amount w ill be payable without

Tenders w ill be received without deposit from incorporated banks and

Immediately after the closing hour, tenders w ill be opened at the Federal



’TREASURY DEPARTMENT FOR RELEASE, MORNING NEWSPAPERS,
Washington / F rid a y , O ctober 1 5 , 1945»

The S e c re ta ry  o f the T reasu ry , by t h i s  p u b lic  n o t ic e ,  in 

v ite s  ten d ers fo r  $ 1 ,0 0 0 ,0 0 0 ,0 0 0 , or th e re a b o u ts , o f 91-day 

T reasury  b i l l s ,  to be issu ed  on a d isco u n t b a s is  under com peti

t iv e  and f ix e d -p r ic e  b id d ing as h e r e in a f te r  provided . The b i l l s  

o f \this s e r ie s  w i l l  be dated O ctober 2 1 , 1943 , and w il l  mature 

January 2 0 , 1944 , when th e fa c e  amount w il l  be payable w ithout 

i n t e r e s t .  They w il l  be issu ed  in  b e a re r  form o n ly , and in  denom

in a tio n s  o f  $ 1 ,0 0 0 , $ 5 ,0 0 0 , $ 1 0 ,0 0 0 , $ 1 0 0 ,0 0 0 , $ 5 0 0 ,0 0 0  and

$ 1 ,0 0 0 ,0 0 0  (m atu rity  v a lu e ) .

Tenders w il l  be rece iv ed  a t  Fed eral Reserve Banks and 
B ran ch es'u p  to  th e  c lo s in g  hour., two o 'c lo c k  p . m ., E astern  War 
tim e , Monday,,. O ctober 1 8 , 1943 . Tenders w il l  not be rece iv ed  a t  , 
the T reasury  Departm ent, W ashington. Each ten d er m ust-be fo r  an 
even m u ltip ie  o f  $ 1 ,0 0 0 , and the p r ic e  o ffe re d  must be expressed  
on th e  b a s i s 'o f  ,l6o, w ith  not more than th ree  d ecim als, e . g . ,  
9 9 .9 2 5 . F ra c tio n s  may not be used. I t  i s  urged th a t ten d ers be 
made on th e  p rin te d  forms, and forwarded in  the s p e c ia l envelopes 
which w il l  be su p p lied  by Fed eral Reserve Banks or Branches on 
a p p lic a t io n  th e r e fo r .

Tenders w i l l  be re ce iv e d  w ithout d e p o s it  from in co rp o rated  
banks and t r u s t  companies and from re sp o n s ib le  and recognized  
d e a le rs  in  investm ent s e c u r i t i e s .  Tenders irom o th ers  must be 
accompanied by payment o f  2 p ercen t o f the fa c e  amount o f  
Treasury  b i l l s  ap p lied  f o r ,  u n less  the ten d ers a re  accompanied by 
an exp ress guaranty o f  payment by an in co rp o ra ted  bank or t r u s t  
company•

Im m ediately a f t e r  the c lo s in g  hour, ten d ers w il l  be opened^ 
a t  the Fed eral Reserve Banks and B ran ch es, fo llow in g  which p u b lic  
announcement w i l l  be made by th e  S e c r e ta ry  o f  the Treasury  o f the 
amount and p r ic e  range o f  accep ted  b id s . Those su bm ittin g  te n 
ders w il l  be advised  o f th e a ccep tan ce  or r e je c t io n  th e r e o f . The 
S e c re ta ry  o f the Treasury  e x p re ss ly  re se rv e s  the r ig h t  to  a ccep t 
or r e je c t  any or a l l  te n d e rs , in  whole or in  p a r t ,  and h is  a c t io n

39-9 (Over)
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in  any such re s p e c t  s h a ll  be f in a l *  S u b je c t  to th ese  re se rv a 
t io n s ,  ten d ers fo r  $ 1 0 0 ,0 0 0  or le s s  from any one^bidder a t  99*905 
en tered  on a f ix e d —p r ic e  b a s is  w il l  be accep ted  m  f u l l *  Puy*“ 
ment o f accep ted  ten d ers a t  the p r ic e s  o ffe re d  must be made or 
completed a t  th e  Fed eral Reserve Bank in  cash  or o th e r  immedi* 
a t e ly  a v a ila b le  funds on O ctober 21 , 1 9 4 3 .

The income derived from Treasury b i l l s ,  whether in t e r e s t  or 
gain  from the s a le  or o th er  d is p o s it io n  o f  the b i l l s ,  she?.Il not 
have any exem ption, as such , and lo s s  from the s a le  or o th e r  
d is p o s it io n  o f  Treasury b i l l s  s h a l l  not have any s p e c ia l  t r e a t 
ment, as such, under Fed era l tax  A cts now or h e r e a f te r  enacted* 
The b i l l s  s h a ll -b e  s u b je c t  to  e s t a t e ,  in h e r ita n c e , .g i f t ,  or 
o th er e x c is e  ta x e s ,  whether Fed eral or S t a t e ,  but s h a ll  he ex- 
empt from a l l  ta x a tio n  now or h e r e a f te r  imposed on th e  p r in c ip a l 
or in t e r e s t  th e re o f  by any S t a t e ,  or any o f  the p o ssess io n s  o f 
the U nited S t a t e s ,  o r by any lo c a l  ta x in g  a u th o r ity . For pUr-_ 
poses o f ta x a t io n  the amount o f d iscou n t a t  vihich Treasury b i l l s  
a re  o r ig in a l ly  so ld  by the U nited S ta te s  s h a l l  be consid ered  to 
be i n t e r e s t .  Under S e c t io n s  42 and 117 (a ) (1 ) o f  th e .In te r n a l  
Revenue Code, as amended by S e c tio n  115 oi the Revenue Act o f  
1941 , th e  amount o f d isco u n t a t  which b i l l s  issu ed  hereunder 
a re  sold  s h a l l  not be considered, to accru e u n t i l  such b i l l s  sh a ll 
be so ld , redeemed or o th erw ise d isposed o f ,  and such b i l l s  are  
excluded from co n s id e ra tio n  as c a p ita l  a s s e t s .  A ccord in gly , the 
owner o f  Treasury b i l l s  (o th e r  than l i f e  in su ran ce  companies) 
issu ed  hereunder need Inclu d e in  h is  income ta x  re tu rn  only the 
d if fe r e n c e  between the p r ic e  paid fo r  such b i l l s ,  whether on 
o r ig in a l  is su e  o r on subsequent purchase, and the amount a c tu a lly  
rece iv ed  e i th e r  upon s a le  or redemption a t  m atu rity  during the 
ta x a b le  year fo r  which the return i s  made, a s  ord in ary  g a in  or 
l o s s .  .

Treasury Department C irc u la r  No. 418 , as, amended, and th is  
n o t ic e ,  p re s c r ib e  the te rm s .o f  th e  Treasury b i l l s  and govern the 
co n d itio n s  of t h e i r  is s u e . Copies o f  th e c ir c u la r  may be ob
ta in ed  from any F ed era l Reserve Bank or Branch*

-oOo-



T R E A S U R Y  D EPA RTM EN T  

FISCAL SERVICE 
WASHINGTONBU R EA U  O F ACCOUNTS  

O FFIC E O F TH E COM M ISSIONER

TO MR. D. W BELL:

October 7» 19^3»

During the month of September the following market trans

actions took place in direct and guaranteed securities of the 

Government t
Sales......................  $2,651*600

Purchases ................................ .. -

Het sales ...........  $2,651.600

VICTORY 
BUY



TREASURY DEPARTMENT 
Washington

POR IMMEDIATE RELEASE, P ress  S e rv ic e  
No. 3

3  9 ^t.
4

During th e  month o f 1943? market

tr a n s a c t io n s  in  d ir e c t  and guaranteed s e c u r i 

t i e s  o f th e  Government fo r  T reasury  in v e s t 

ment and o th er  accou n ts .re su lte d  in  n e t s a le

o f , S e c r e ta ry  Morgenthau
^  à ^ c ù  

announced tod ay .



FOE IMMEDIATE RELEASE, 
Friday, October 15, 1943.

TREASURY DEPARTMENT 
Washington

Press Service
ill#

The Secretary of the Treasury today announced the final subscription and allotment 
figures with respect to the current offering ©f 2 percent Treasury Bonds of 1951-53#
2-1/2 percent Treasury Bonds of 1964-69 and 7/8 percent Treasury Certificates of Indebt- m  
edness of Series F-1944* . ' . «|

Subscriptions and allotments were divided among the several Federal Reserve Districts 
and the Treasury as follows;

CASH OFFERING

Treasury Bonds Certificates,
of 1951-53 Series F-1944

Federal Reserve Total Subscrip- Total Subscrip- Total Subscrip- Total Subscript
District tions Received tions Allotted tions Received tions Allotted

Boston # 305,127,500 # 83,988,500 # 283,230,000 # 78,608,000
New York 2,027,289,500 520,745,500 2,080,806,000 550,958,000 ¡
Philadelphia 388,932,500 112,376,500 316,426,000 91,346,000
Cleveland 394,517,500 118,726,000 382,723,000 113,662,000
Richmond 252,969,000 80,094,000 234,742,000 71,893,000
Atlanta 223,874,000 73,790,500 214,794,000 69.43^,000
Chicago 728,096,500 233,190,500 698,571,000 219,434,000
St. Louis 186,945,000 70,995,000 165,744,000 58,920,000
Minneapolis 145,250,500 60,147,000 135,432,000 53,082,000
Kansas City 192,462,000 76,965,000 188,956,000 71,615,000
Dallas 155,602,500 53,580,500 130,593,000 47,261,000
San Francisco 529,790,000 141,208,000 554,048,000 151,519,000
Treasury - «

TOTAL #5,530,856,500 #1,626,007,000 #5,386,065,000 Ü , 578,537,000

EXCHANGE OFFERING

Treasury Bonds Treasury Bonds Certificates,
of 1951-53 of 1964-69 Series F-1944

Federal Reserve Called % % Called 3ii Certs.Matur-
District Bonds Exchanged Bonds Exchanged lng 11/1/43

Exchanged

Boston # 21,826,000 # 6,007,000 # 106,563,000
New York 874,899,500 14,172,500 1,222,056,000
Philadelphia 24,286,000 2,201,500 46,515,000
Cleveland 35,852,500 9,087,000 66,286,000
Richmond h , 350,500 1,317,000 34,433,000
Atlanta 6,004,500 2,315,500 29,360,000
Chicago 68,625,500 7,610,000 257,228,000
St «Louis 10,808,000 4,202,500 20,641,000
Minneapolis 16,306,000 1,199,500 26,535,000
Kansas City 11,884,000 4,094,500 41,322,000
Dallas 7,365,000 2,506,500 17,542,000
San Francisco 32,778,000 1,968,500 92,688,000
Treasury 2.808.500 1 ,005,000 2.258.000

TOTAL #1,127,794,000 #57,687,000 *1,963,427,000



TREASURY DEPARTMENT 
Washington

Press Service 
No. 39-11

POP XMM1DXATE.RELEASE,
Friday, October 15, 1943.

The Secretary of the Treasury .today announced the fin a l subscription and a llo t
ment figures with respect to the current offering of 2 percent Treasury Bonds of 
1951-53, 2-1/2 percent Treasury Bonds of 1964-69 and 7/8 percent Treasury C ertifi
cates of Indebtedness of Series F-1944.

Subscriptions and allotments were divided among'the several Federal Reserve 
D istricts and the Treasuiy as follows;

• v , H ffpfl
CASH OFFERING-

Treasury Bonds C ertificates,
of 1951-53 Series F-1944

Federal Reserve 
D istrict

Total Subscrip
tions Received

Total subscrip
tions Allotted

Total Subscrip
tions Received

Total Subscrip
tions Allotted

Boston $ 305,127,500 $ 83,988,500 * $ 283,230,000 $ 78,608,000
New York 2,027,289,500 520,945,500 2,080,806,000 550,958,000
Philadelphia 388,932,500 112,376,500 316,426,000 91,346,000
Cleveland 394,517,500 118,726,000 382,723,000 113,662,000
Richmond 252,969,000 80,094,000 ' 234,742,000 71,893,000
Atlanta 223,874,000 73,790,600 214,794,000 69,439,000
Chicago 728,096,500 233,190,500 698,571,000 219,434,000
St. Louis 186,945,000 70,995,000 165,744,000 ' 58, SpÌO, 000
Minneapolis 145,250,500 60,147,000 135,432,000 53,882,000
Kansas City 192,462,000 76,965,000 188,956,000 71,615,000
Dallas 155,602,500 53', 580,500 130,593,000 47,261,000
San Francisco 529,790,000 141,208,000 554,048,000 151,519*000
Treasury r: - V ‘ , -

$5,530,856,500 $1,626,007,000 $5,386,065,000 $1,578,537,000

EXCHANCE OFFERING

Treasury Bonds 
of 1951-53

Treasuiy Bonds 
of 1964t69

C ertificates, 
Series F-1944

Federal Reserve Called Called 3ii Certs.Matur-
D istrict Bonds Exchanged Bonds Exchanged ing H /l/ 4 3  

Exchanged

Boston $ 21,826,000 $ 6,007,000 $ 106,563,000
New York ' 874,899,500 14,172,500 1,222,056,000
Philadelphia 24,286,000 2,201,500 46,515,000
Cleveland 35,852,500 9,087,000 66,286,000
Richmond 14,350,500 1,317,000 34,433,000
Atlanta 6,004,500 2,315,500 29,360,000
Chicago 68,625,500 7,610,000 257,228,000
St. Louis 10,808,000 4,202?500 20,641,000
Minneapolis 16,306,000 1,199,500 26,535,000
Kansas City 11,884,000 4,094,500 41,322,000
Dallas 7,365,000 2,506,500 17,542,000
San Francisco 32,778,000 1,968,500 92,$88,000
Treasury 2.$08,500 .. .1,095.000 2,258,000

: / $1,127,794,000 $57,687,000 $1,963,427*000



TREASURY DEPARTMENT 
Washi ngton

FOR IMMEDIATE RELEASE Press Service
Saturday, October 16, 1943 No. 39-12

An extraordinary war production venture by the town of 

S tillw ater, Minnesota, today yielded $5 ,000 .09  as a 

contribution to the Governments war expenses. Receipt of a 

check for th is amount from the S tillw ater War In d u stries,In c. ,  

was announced by Acting Secretary of the Treasury B ell.

The check represented the en tire  p ro fits  of the 
company for i t s  f is c a l  year ended April 3 0 , 1943, a fte r  
payment of taxes. The Treasury lis te d  the donation along with 
thousands of others, large and small, which have been made by 
individuals, in stitu tion s and communities since Pearl Harbor.

The history of the S tillw ater enterprise was cited  by 
Acting Secretary B ell as typical of American patriotism .
Four S tillw ater citizen s — John R. S tolt^e, Karl G. Neumeier, 
J.A . Goggin and R.M. Hadrath — organised the concern 
shortly a f te r  the war began* Their purpose was to put to work 
in furtherance of the nation*s war program the idle men and 
machines located in the town. They determined to turn a l l  
p ro fits  over to the Government, and a resolution carrying out 
this idea was adopted a t the f i r s t  meeting of the Board of 
D irectors.

As part of the p a tr io tic  basis on whi ch the concern 
operstes, i t s  general manager receives only a nominal 
salary , aid other o fficers and d irectors receive neither 
salary nor dividends.

The company w ill receive from the Treasury
esgEsrai. c ita tio n  ackowledging the g i f t .\ —*—'—

oOo



TREASURY DEPARTMENT 
Washington

FOR IMMEDIATE RELEASE 
Saturday, October l6 ,  1943

i f | | V | \ 1 m  i - i i jH p  . | i

An extraordinary war- production venture by the town of Stillw ater, 

Minnesota, today yielded $5*000*09 as a contribution to the Govern

ments war expenses* Receipt of a check for this amount from the 

Stillw ater War Industries, Inc*, was announced by Acting Secretary of 

the Treasury Bell** • ■ : .As
The check represented the entire profits of the company for i t s  

f is c a l year ended April 30, 1943, a fter  payment of takes* The Treasury 
listed  the donation along with thousands of others, large and small, 
which have been made by individuals, institutions and communities since 
Pearl Harbor*

The history of the Stillw ater enterprise was cited by Acting 
Secretary Bell as typical of American patriotism. Pour Stillw ater 
citizens — John R* Sto3.tze, Karl G* Neumeier, J .  A. Goggin and 
R, M* Had rath i— organized the concern shortly after the war began* 
Their purpose was to put to work in furtherance of the nation*s war 
program the idle men and machines located in the town. They deter
mined to turn a l l  profits over to the Government, and a resolution 
carrying out this idea was adopted at the f i r s t  meeting of the Board 
of Directors.

i- y  L A; V S B
As part of the patriotic basis on which the concern operates,

i t s  general manager receives only a nominal salary, and other Of
ficers  and directors receive neither salary nor dividends.

The company w ill receive from the Treasury a citation  acknowl
edging the g if t .

Press S erv ice  
No. 39-12

qOo
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to diverting the stream of dangerous dollars that is  battering  

against p rice  and rationing controls* i t  w ill he very d if f ic u lt  

to  hold the lin ej and i f  new revenues take the form of a 

general ta les  tax* the line is  more than lik ely  to he broken* 

and then* a t best* to  be reestablished at a very much higher 

level of p rices .

Let me add to  that fo recast a re lated  warning* The war 

against in fla tio n  does not end with unconditional m ilitary  

surrender. I t  may have to be in ten sified  for a time afterward 

to  prevent the d isaster of postwar in fla tio n . I f  we f a l l  prey 

to  economic complacency and thus relax our ant ̂ in fla tio n a ry  

e ffo rts*  and i f  we identify  the end of the war on in fla tio n  

with the end of the war on the Axis * we are inviting economic 

chaos* We could win the war against the Axis and lose a 

large part of the v ictory  a t home*.
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the former ease —  3 '  “ -------" " t i e d  customers. Selling

the preyention of in fla tio n  L r much lik e sellin g  a dollar

fo r f i f t y  cen ts, A dollar o^staxes is  worth much more than

a dollar in terms ofytfhat i t  w i l l W r  i f  in fla tio n  oomss. I
/  \

m  confident that yon w ill be sa tisfie d  customers i f  you buy 

my goods«

In conclusion, I should lik e to return  to the question 

which is  the subject of th is morningfs discussioni ”1111 

we hold the lin e ?0 Since taxation  is  a back-stop rath er  

than the front line of defense against in fla tio n , I shall not 

attempt an e x p lic it  answer, The f ie ld  is  open to Mr. Morse 

and Mr, G ilbert. I  s h a ll , however, venture th is predictions 

i f  present taxes are not su bstantially  increased with an eye

to diverting the stream



f ic tio n a l option they weald have ander 

ta x , which strik es a l l  commodities a lik e . 

C, Other taxes

Today I sh a ll not discuss the other taxes in  the

Treasury's 1948 program. Their hearing on in fla tio n  is leas  

d ir e c t ,  though they are s ig n ifica n t. This is  true p articu larly  

of corporate tax  in creases, whioh are neeessary i f  we are to  

persuade individual taxpayers to  shoulder th eir part of the

to ta l  burden. - r— . *

...
You xaaj\have noted th at I have been trying to  s e l l

something th is  morning -  the prevention of in fla tio n . A
t  /

disoeralng geatl#a&&# wfeo h*£ mmh experience ia  se llin g ä 

recently  told  me t h a t / i t  almost as auch original e ffo rt

to s e l l  a dollar fo r ten cents a sH t did to  s e l l  a dollar for
/

/

two i d l e r s *  /th #  only d ifferen ce , he , was that ia

the"’former ease
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as liq u or, tobacco, communications, amusements, and jewelry 

that excises would draw for additional wartime revenue.

They require l i t t l e  or no increase in adm inistrative  

machinery, They have been carefu lly  selected  in such a way 

as to avoid burdening the necessaries of l i f e .  The items 

chosen are eith er lu xu ries, or goods md services which need 

to  be conserved for war purposes, or they are non-essentials, 

such as liquor and tobacco* The p rices of such items do not 

enter into p arity  relation sh ip s. While the proposed excises  

would lead to  some increase in the cost of liv in g , that 

increase would be fa r  less than that generated by a sales  

tax designed to  ra ise  an equaL amount of revenue* Taxpayers 

with modest or low incomes have a re a l option to avoid excise  

taxes by reducing th e ir  purchases of taxable item s, not the

S

f ic tio n a l option they



ape dull s t a t i s t i c s ,  but they i l lu s tra te  in  concrete terms
' "V ■ ]

bow a general r e t a i l  sales tax  would breach our f i r s t  line

of defease against in fla tio n .

I t  seems reasonable to  assume also  that the d irect and

in d irect price e ffe c ts  of a sales tax would create  ir re s is tib le  
• | 

pressure on our wage s ta b ilisa tio n  program. I f  wage increases

had to be granted in contradiction of that program, as I

believe they would, the development of in fla tio n  would be

greatly  encouraged by the mutual in teraction  of p rice and
■ft;,

1

wag© in creases.

Fortunately, the defects which d iscred it a sales tax  do 

not apply to  carefu lly  selected  excises on sp ecific  ooss&odities#

The Treasury has proposed additional excise taxes to  provide 

an additional $2*5 b illio n  annually. \ I t  is  on such objects

as liq u or, tobacco,



percent sales tax on a reasonably broad basis would 

increase th at index by 6 or 7 percent* the operatic® 

of the parity formula would Immediately raise  the parity  

prises for agricultural commodities by 6 or 7 percent. 

Ceiling and support prices of various products would 

probably have to  be adjusted to take the change in parity 

into account.

If  a 10 percent sales tax  had become effective July 1, 

1943* estimates made by the Bureau of Agricultural Econcaicsi 

indicate that there would have been an average increase of

6 percent in r e ta i l  food prices during 1944. This increase,, 

added to a 10 percent levy on food sa les , would raise food 

costs by approximately 16 percent. Finally , taking into 

account both the d irect price increases and the indirect 

tax-induced increase in food p rices, I t  is estimated that |

the cost—of—living index would rise  about 10 percent. Tnesw

are dull s ta tistics , f



several b illions of spending power and In providing a

deterrent to spending, a sales tax would In some degree

curb Inflationary pressure. But to  the extent that the

tax encroached upon aln ltoa living standards, the result

sight well be a serious increase in the pressure for higher

wages  ̂offsetting the an ti-in flation ary  effect of the tax.

*
A major threat to  stable prices would arise  from the 

entry of the sales tax  into agricu ltu ral, commercial, and 

Industrial costs and the necessary revision of price  

ceilin g s. The damaging effects on our price control 

structure say be illu stra ted  in the field  of agriculture, 

D irectly or in d irectly , the ceiling and support prices of 

sost fara  products are linked to farm parity  p rices. This 

link means that these prices are re la tiv e  rather than 

fixed, and that they respond to  the p arity  index. A ten

r
\ / percent sales tax
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A general sales tax# more than any other tax# 

produces an Irre sis tib le  drive for higher wages and farm 

prices» unlike the income tax# i t  enters d irectly  into 

the cost of living of a l l  wage earners and into the index 

of prices paid by farmers which underlies farm parity  

p rices. Both in the fie ld  of wages, where increases in 

response to  a sharp rise  in living costs would have the 

sanction of a sympathetic public, and in the fie ld  of 

farm p rices, where an increase would have the sanction 

of law, the line we are holding against Inflation would 

be brokenJ

1 do not mean to  imply that a sales tax  has no
*

anti-in flation ary  aspects. Certainly, in skimming off

several b illions of
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that a 10 percent ra te  would stimulate ouch more evasion 

and delinquency than the 2 percent rates prevalent in 

sta te  sales taxation* Conflict with existing sales tax 

laws in 23 sta tes would create another troublesome problea.

The Bureau of Internal Revenue is already confronted with 

the huge task of shifting the individual income tax to  

a current payment basis* To saddle the Bureau with the 

tremendous additional load of sales tax administration 

would invite a breakdown of i ts  machinery.

To my mind» the inequity and the administrative 

d ifficu ltie s  of a sales tax are su fficien t reason to  bar 

i t  fro® the Federal statu te books. B ut if  another nail 

is  needed to seal the coffin of the sales ta x , i t  is  

certain ly  provided by the upsetting effect of th is  

measure on our stab ilization  program.

A general sales tax,
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The gain in revenue from a sales tax  Is realized In 

large part a t the expense of the essentials of l ife  for 

the low Income groups. The Imposition of the tax would 

therefore undermine the morale and productive efficiency  

of these groups. I t  would strik e hardest a t  the very 

people who are bearing the brunt of the price Increases

to date.

In wartime« moreover, the sales tax presents

formidable administrative d iff ic u ltie s . Unlike the

income tax* which offers an established mechanism for

the job of raising new taxes, the sales tax would require

much new administrative machinery. The c r i t i c a l  shortage 

of trained auditor? transportation f a c i l i t ie s ,  and 

business «ch in es would wake i t  d ifficu lt to administer 

and enforce the tax effectiv ely . I t  is worth noting also

that a 10 percent



Bé Sales and excise taxes

The major device currently receiving attention as an

alternative to Increased Individual Incase taxes Is the

general re ta il  sales ta x . A tax of 10 percent on re ta il

sales, designed to raise  about $6 b illio n , is  being urged

in many quarters. As in the past, the Treasury stands

unalterably opposed to a general sales ta x . Our opposition

is based upon the inequity of th is ta x , and also on Its

Inadequacy as an an ti-in flation ary  measure.

In war as in peace, the Treasury opposes a tax which

Impa irs  the already inadequate standard of living of persons

with low incomes. The general sales tax  fa lls  to

d ifferen tiate between rich  and poor, between necessities
0

and luxuries, and between large families and small families.

The gain in revenue
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The Treasury has also  recommended the repeal of the 

Victory ta x  and the elim ination of the earned income credit»  

with compensating adjustments in the ra te  schedule. These 

recommendations, i f  adopted, w ill go a long way toward 

simplifying our unnecessarily complicated income tax  

stru ctu re . Such sim plification  is  v ita l  to the fu ll  

u tilis a tio n  of income taxes in the fig h t to hold the n « »  

against in fla tio n . I  wish I could now go into the whole 

question of sim p lification  of our tax  laws. But th at is  

a speech in  i t s e l f  and I made i t  in Chicago la s t  week.

I re fer you to  i t ,  i f  you would lik e to pursue the subject.

B. Sales and excise taxes
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source of the bulk of our inoome ta x  l i a b i l i t i e s ,  has g reatly  

eased the payment of any given amount of income ta x e s . But 

a great deal remains to be done on the sim plification  fro n t.

You w ill be in terested  to  know that the Treasury has 

had i t s  research and legal experts working on the sim plifica

tion  of income ta x  returns to be f ile d  in  1944, and th at the 

Treasury and the Department of A griculture conducted a 

special jo in t p ro ject la s t  summer to improve the income tax  

return fo r farm ers. Hundreds of farm returns from a l l  parts  

of the country were studied in an e ffo rt  to find out how the 

farm er's return could be modified and the job of reporting  

farm inoome sim plified. I might add that the u lte rio r  

motive of promoting more accurate reporting of farm income 

also played a part in our revision  of th is  form.

The Treasury has
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individual income ta x  would be allowed ae a postwar c re d it .

I t  has recommended further that part of any sueh refundable 

tax  imposed by Congress be made available currently  to  persons 

with heavy fixed commitmentsand to persons whose incomes have 

fa ile d  to increase m aterially , The refundable tax  would on 

the one hand serve to provide a backlog for the income groups 

most in  need of such a safeguard. On the other hand, i t  

would permit current use of the cre d it to persons whose 

economic statu s or commitments would make i t  a hardship to  

wait u n til a f te r  the war for th e ir  refunds.

As we broaden and deepen the income ta x , i t  becomes 

necessary to make our tax  system as simple as possible.

The Current Tax Payment Act of 1948, by eliminating the one- 

year lag in tax  payments and by providing for co lle ctio n  a t

source of the



cap ita l reserve fa r  emergencies, The great m ajority of 

our people have low or modest incomes. F ou r-fifth s of the 

national income goes to persons earning less than $5,000 a 

year* I t  is  these people who must hear by fa r  the largest  

share of the wartime increases in taxation,* As individuals 

with low or modest incomes are called  upon to shoulder an 

ever larger proportion of the to ta l  tax  load, the problem 

of p rotection  against postwar in secu rity  becomes ever greater* 

Special provision for the postwar secu rity  of those 

with low or modest incomes and r e l ie f  for those with fixed  

incomes or fixed  commitments can be provided by the use of 

a postwar cre d it under the income ta x . The Treasury has, 

th erefore , submitted to the Ways and leans Committee a plan 

under which over h alf of the proposed increase in the

individual income
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a t a l l .  Some ha re Buffered a d eterioration  In economic 

status as a resu lt of the dislocations of the war# The 

current a b ili ty  of many persons to meet wartime ta x  b il ls  

Is also lim ited by fixed commitments for l i f e  insurance and 

for repayment of debt on th e ir  homes* To avoid inequity, 

and even hardship, in our tax  system wartime taxes must 

distinguish between those who are debt-ridden and those who 

are d eb t-free , between those whose economic status has been 

improved, and those whose economic statu s has been impaired, 

by the war.

In drawing up a n ecessarily  severe schedule of wartime 

income tax  ra te s  i t  is  important also to guard against 

impairment of the postwar secu rity  of those in the low 

income groups* normally, such persons have l i t t l e  or no

cap ita l reserve
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When taxes reach present and proposed high le v e ls , i t  becomes 

increasingly v ita l  that they be levied in accordance with 

the principle of a b ility  to pay*
$ • /

Income payments to individuals have increased $87 b illio n  

since 1938. In the same period, individual income taxes, have 

risen  only $18 b illion * This means that we have absorbed 

only about on e-fifth  of the increase in income payments 

generated by defense and war a c t i v i t i e s .

This is  impressive evidence of aggregate taxpaying 

a b il i ty . But i t  is  aggregate evidence# We should not le t  

i t  blind us to the sharp differences in individual circum

stances.. We are a l l  keenly aware that the monetary gains 

and losses of the war are unevenly d istrib u ted . Some persons 

have had large increases in income, others, l i t t l e  or none

at a l l .



power, the individual income tax  looms as the predominant 

source of additional taxes#

More than h a lf , or $6#6 b illio n , of the Treasury’ s 

$10-1/2  b illio n  proposal, consists of increases in individual 

income ta x  ra tes*  This strong emphasis is  put on the 

individual income tax  because by the use of th is  tax  we can 

best achieve our standards of ju stice  and fairness in  

taxation  — standards which, i f  important in peacetime, 

become cru cia l in wartime* The income tax enables us to 

d istrib u te burdens f a i r ly  among Income groups, and with due 

regard to  else of income and family s ta tu s . No other tax  

can be imposed with the same assurance th at a f a i r  and 

in te llig e n t d istrib u tion  of the tax burden w ill be achieved.

When taxes



IV. Specific taxes

Tax programs are not merely a m atter of o v e r-a ll goals 

and impressive aggregates* They are composed of sp ecific  

tax  measures, some of which are more e ffe c tiv e , others less  

e ffe c tiv e , and s t i l l  others in effectiv e  or even harmful, in 

the figh t against in fla tio n . Taxes available to the Federal 

Government include p rin cip ally , those on personal incomes, 

on corporate p ro f its , on e sta tes  and g i f t s ,  and on sa le s .

I t  is  from these m aterials that the back-stop to wage and 

price controls must be constructed.

A. Taxes on individual incomes

The individual income tax  is  our chief relian ce to date, 

both as a source of wartime revenue and as a damper on 

in flation ary  spending., Moreover, from the standpoint of 

equity, taxable cap acity , and a b ili ty  to reach excess spending

power,



of the $41 b illio n  in fla tio n  p o ten tia l, a strong case could 

be made for $21 b illio n  of additional ta x e s , or ju st twice 

the Treasury proposal. In f a c t ,  since the $21 b illio n  would 

be personal taxes and the Treasury program contains several 

b illio n s of nonpersonal ta x e s , the d isp arity  is  even greater  

than 2 to 1«

But the Treasury has recognised that taxes of su fficien t

magnitude to trim o ff a l l  the f a t  of excess spending power

would inevitably out into the lean of ju s tifia b le  expenditures

and necessary savings. The resu ltan t inequity and hardship

would impair morale and productive e f f o r t ,  and would leave 
, ill

many citise n s  in a weakened fin an cial position a t the end of 

the war* To avoid such re s u lts , the Treasury tax  program 

was lim ited in amount. Furthermore, the proposed taxes were 

carefu lly  selected*

IV• S p ecific taxes
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I I I «  The magnitude of the tax job

A few moments ago I cited figures showing that money

incomes w ill exceed available goods and services by more

than $40 billion  in the fisca l year 1944* Consumers will

he able to buy only 70 cents worth of goods per dollar of

income le ft  burning in their pockets* Thirty cents out of
♦

eaeh dollar can go only into »airings, additional taxes, or 

higher prices. This excess offers striking evidence, not 

only of acute inflation dangers, but also of enormous taxsble 

capacity. I f  *o were to apply the most rigorous possible 

standards of anti-inflationary war finance, and i f  we were 

to disregard tha implicit hardshipo for peraone who have not 

shared in wartime proapority or are bound by pre-war commitments, 

the Treasury's proposed $10-1/2 billion tax program would seem 

modest indeed. Even a ll wing for $20 billion  of savings out

of the $41
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that the peak of the in flation  danger comes a f te r  a ear. 

Pent-up d esires, hacked by accumulations of cash and Govern

ment bonds, are ready to express themselves in a spending 

spree, i t  the same time an in d ivid u alistic  public is  im

patient to ca s t o ff irksome wartime controls* Administrators

of such con trols are antious to go back to peacetime pur«

¡S ill______ 7  ,
su ite . The unhappy re su lt of this apparently happy com

bination adds up to uncontrolled inflation«

Our best insurance against postwar in fla tio n , our

best guarantee of prompt "decontrol” and return to the

free economy we are fighting to re ta in , is  a vigorous war«

time tax  policy. Part of our postwar planning should take

the form of wartime taxes designed to hold liquid savings

within manageable lim ite , and to curb excessive spending

immediately a f te r  the war.
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From our b rie f survey of the anatomy t f  in fla tio n ,

the ro le  of tax«« in the fig h t to hold the lin e becomes 

clear* Taies impound «pending power, and redone to

manageable lim it* the strain  on the defense lin e of 

rationing and price con trol. Taxation ie  thus a com

panion o f , not a substitute fo r , other control devices.

By strik in g  a t  the spending power root of in flation  flaxes

reinforce our s ta b ilisa tio n  program.

I t  Is tru e , of course, th at wage, p rice , and ren t

controls In themselves impose lim its m  the creation  of 

income and thereby reduce spending power, lu t even if

wage ra te s  and the price« o f , say, farm product* were held

constant, i t  would not. follow that workers1 and farmers*

incomes
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resurgence of c iv ilia n  production» an in flated  and 

disjointed price strueture « i l l  promote a policy of  

"watohiand « a it*  u n til p rices a re  again in lin e . And 

once they are in lin e  — th at i s ,  «hen they have oome 

down from th eir heights — a l l  debts incurred a t  high 

levels « i l l  become immeasurably harder to pay. The 

great farm debt «as one of the most disastrous economic 

legacies of in fla tio n  in the la s t  «nr. I t  exercised  

i t s  depressing o ffse t on agricu ltu re  for more than a  

decade, lh# aftermath of Inflation uould impair our 

peacetime e ffo rts  a f te r  th is  « a r , ju st as in flation  

i t s e l f  would impair our e ffo rt  during the war.

I I .  The



keeping up with p rices . If  p ro fit i t  to be found not la  

producing more* but rather in oute&arting in flation ?  

i f  higher «agea are to be bad not by working harderf 

but i f  bargaining on the basis of ris in g  costs, of liv in g  «— 

in short# i f  inflation  ca lls  the tune to A ie h  our eeoaoisy 

deuces# our output w ill surely f a l l  and our war e ffo r t  w ill 

surely su ffer.

the damage in fla tio n  inf l ie  te on production cannot 

be adequately described in the present teasel the future  

tense ie  equally important. One has to venture prophecy. 

The wake of in flatio n  w ill g reatly  magnify the problem 

of economic readjustment a fte r  the war. I t  w ill leave 

us with a p rice eyetea th at ie  seriously out of jo in t, 

the shaking-down process w ill increase business risk s  

and discourage en terp rise . Instead of a vigorous

resurgence
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wholesome e ffe c t  coproduction* Unless in flatio n  ie

\
itrongly  resisted * consumers w ill M i up the p rit# a of 

c iv ilia n  gooda and thus stimulate the wrong kind of 

production* this w ill increase the d ifficu lty  of

" . ;  ■■ ' * . i
diverting resources to war Inductrice» Iè#s to ta l  pro« 

duction la  a t  a maximum* there w ill oven la a tendency 

to d ivert production from war into non-war channels*

If  the Government doea not cheok the r i te  in p rices of 

consumer goods* i t s  only a ltern ativ e  is  to  outbid eon- 

turners in order to get necessary war production« the 

process of outbidding consumers greatly  magnifies the 

costs of war and v irtu a lly  guarantees runaway in fla tio n .

In flation  may also impede war production by sh iftin g  

the emphasis of industry and labor from the re a l job of 

producing the implements of war to the monetary job of

keeping up
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§.* the tfl; sol of ia t lorn on i-r cmIuse I»

Sift## I go on to describe the sp ecific  part that taxes
• ,;;||gj

may play la  holding tho lin e* I should lik e  to address my* 

se lf b riefly  to  the p ersisten t minority who fe e l  that Inflation  

is  a tonic for the economic system* that i t  invigorates pro- 

duet ion* ami that i t  should therefore be allowed to ran i t s  

course# then our economy is  rimming a t lo ss  than f u l l  

capacity* i t  I® true that risin g  p rices have a stimulating* 

alb eit not always wholesome* influence on production* In 

the T h irties when we were faced with deflation* the stimulus 

of risin g  p rices to» to be welcomed* and even invited by 

means of d e fic it  financing*

But in time of to ta l  war* when we approach* or actually  

reach* the lim its  of production* and when our resources 

and e ffo rts  must be focussed on victory* i t  is  sheer 

madness to maintain that in fla tio n  w ill have a

wholesome e ffe ct
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to  prie« s ta b iliz a tio n , These leakages indicate that 

in flation ary  money is  not e a sily  discouraged» they t e l l  

as that unless tax policy puts an increasing portion of 

easy dollars out of tamptatiorfs way. p rice and wage policy  

may be unable to hold the l in e . I t  i s  unfortunately true  

tîmt people w ill mke illeg itim ate  use of moaejf when 

they can find no le g i t im te  use for i t *

Cjl— offset  of in flatio n  on production»



Cfcialitativo evidence that In flationary  money i s  

strain in g our rationing and p rice controls is  also  uncom

fortably  ample. A recent sampling of prices by OPA indicated  

that in many instances actu al r e ta i l  food p rices are above 

leg al ce ilin g s . I l l i c i t  tra ffick in g  in ration  coupons and 

the tendency of meat, poultry, and gasoline to leak out of 

regular channels, and into black markets, a re  further 

threats to price s ta b il i ty . But markets, lik e many other 

things caiQiot be c le a rly  divided into fie ld s of black  

and white* Black markets have many penumbr&l shading«.

In the shadow« l ie  the ttgFayl, market«» the corner store«  

where housewives» sometimes knowingly and sometimes unknowingly» 

pay higher~than~ceiliag p rice« , and where in fe rio r goods are 

sold a t  superior price«* th is  is  another p ersisten t menace



fo r Government bonds they customarily se t up "tear loan
/ J  ' *;s -

account^/payable to the United States trea#ury. As the

, / \ 
treasury draws on these accounts to finance war expenditures,

/  §
new funds are created - -  funds that very proisptly flow into

J 1 ' I}:'’'.,
the toeketbooks and bank accounts of individual citizen s  

and business firm s, j

During the f is c a l  year 1943 banks thus increased  

th e ir holdings of Federal se cu ritie s  by about $30 b i l l io a l .  

This constituted the bulk of the increase in bank investments, 

which in the same period expanded by about 30 percent the 

to ta l  of coin, paper money, and checking deposits held 

by the public, these holdings are liquid fuel which constantly  

threatens to fan the f ire s  of in fla tio n .

Q ualitative
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personal ta x e s , prim arily the federal individual income ta x . 

Available supplies of ooasumer goods and se rv ice s , a t  present 

ceilin g  p rice s , w ill account fo r close to $89 b illio n !«  

th at leaves an in fla tio n  p oten tial of $42 b i l l io n ! ,  whieh 

threatens to break through the lin es established by our 

p rice  and rationing controls* Any part of the $42 b illio n #  

which i s  used to  push consumer spending beyond the $89 b illio n !  

level w ill be in flatio n ary  money in the purest sense of the 

term. In the aggregate, i t  s i l l  not buy goods; i t  w ill  

simply ra ise  p rices and thus fu rth er in f la te  the cost of 

liv in g . And back of i t ,  also ready to ra ise  prices and further 

In fla te  the cost of liv in g , are b illio n s of d ollars of 

accumulated savings* Since the beginning of 1940, the to ta l

figure adds up
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prosperity* % ea m m  than h alf of our manpower and 

equipment Is  devoted to supplying the sinews of war* I t  

follows that the resu ltan t flow of incomes to const*» r s  

cannot be matched by a corresponding flow of goods to  

c iv ilia n  markets« Thus, we are confronted with the 

paradox of wartime prosp erity ! consumer buying power 

cannot keep pace with consumer spending power# the 

response to a large part of wartime c iv ilia n  spending is  

not more goods* but hi,¿her p rices*

Quantitative evidence that we are confronted with 

a dangerous excess of spending power is  p len tifu l* Present 

prospects are that citisen e  w ill receive incomes of about 

$152 b illion |  during the current f is c a l  year# Some $21 

M ilio n i of th is  to ta l  M U  be skimmed off by existin g

personal taxes*
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to the p rices of goods entering into the farmer’ s p arity  

bass, *«y breach rath er than bulwark the lin e we are  

trying to hold against in fla tio n , 

la . Excess of monetary demand over physical supply.

Shen we recognize that risin g  costs are a source 

of wartime price increases, we have not yet touched the 

core of wartime in fla tio n , fhat core con sists of the 

great and growing unbalance between the volume of spending 

power and the supply of c iv ilia n  goods and se rv ice s . E eh
IK

is  uncomfortable in the presence of the other ♦» S o -ca lle d  

"wartime prosperity" f i l l s  the pockets of consumers with 

unprecedented money incomes. Yet, unlike peacetime 

prosperity , i t  does not f i l l  c iv ilia n  markets with the goods 

and services which alone can put meat on the bones of

prosperity*
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in  a b it te r  position to  bargain fo r higher wage rates*  

and in addition requires overtim  work coM&ndlng higher 

^ ^ e t i t i o n  for scarce mw m aterials and machinery 

also tends to ra ise  prices* time again increasing costa  

of production# These are sme  of the forces that are  

constantly strain in g  to break through wage and p rice  

controls — forces that must be denied in  a l l  but the 

most exceptional cases where i t  i s  c le a rly  necessary to

accept higher costs to get indispensable output not otherwise 

obtainable#

£he role of tax  policy  with respect to the leverage 

of increased costs on p rices i s  negative rath er than p ositive» 

I t  should carefu lly  avoid in terference with the eost^priee 

.and p arity  relationships which underlie present price  

ceilin gs* faxes which aid to producers * money costs* or

to the
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ag ricu ltu re , where record crops are achieved by iso re 

intensive — and often more expensive cu ltiv atio n  of 

land already in use and by re so rt to in fe rio r land normally 

held out of use* Costs of in d u strial production are  

increased by the necessity  of using le ss  e ff ic ie n t labor 

and substitute materials# t%#re necessary to secure 

essen tia l production these coats must be covered# th is is  

en tire ly  consistent with a r e a l is t i c  a n ti-in fla tio n a ry  

program and with a tax  policy  th at i s  p art of th at program# 

Apart from the consequences of having to use le ss  

e ffic ie n t labor, land, and m aterials , costs tend to rise  

because p rices paid by producers are prone to rise# The 

inten sified  demand for labor, fo r example* places workers

in a b etter
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mist&k» both in our aj>pr#isal of in fla tio n , and in  our

X
choice of tax measures to combat i t*  u rless we recognise 

that economic forces other than excess spending power cause 

price increases» I t  is  not merely that dangerous dollars  

are exerting a strong upward pull on prices# hosts are  

pushing hard from below# In choosing tax  measures to reduce 

the pull from above i t  i s  important || atoid increasing  

the push from below#

As output in the facto ry  and on the farm r is e s ,  

costs are affected  by co n flictin g  forces — some operating 

to ra ise  co sts and some to lower them# But as production 

is  pushed toward the lim its of capacity* as a t present, 

conditions working toward higher co sts  are very lik e ly  to  

predominate# This tendency is  esp ecially  noticeable In

agriculture



the kind of taxes we have the courage to levy*

1» She anatomy of in fla tio n  

I f  we are to understand the ro le  of tax policy in  

holding the lin e , we m e t know something about the anatomy 

of in flation * What causes price increases and on which 

causes can taxes operate? Close inspection w ill reveal 

whether the taxes we have, and are lik e ly  to get, w ill merely 

snap a t the heels of in flatio n  or whether they w ill s trik e  

a t i t s  very v ita ls *

X
A* Rising Costa*

In dealing with the problem of wartime inflation *  

i t  is  customary to concentrate on the enormous excess of 

consumer spending power over the available supply of goods 

and services* And th is , to be sure, is  the cen tra l issue * 

But i t  is  not the only issue, and m  are lik e ly  to make

mistakes



i i

m 2 m

he meant by the tara "bureaucrat". I wish I knew, 80 that 

I could appraise his indictment. Sometimes I wonder whether 

a bureaucrat is not just a person whs doesn't believe the

same things everybody else in his set thinks are vital to 

the American my of life.

In relating tax policy to inflation, I shall start 

with the premise that inflation is bad —  a premise that 

all of us, as consumers, are willing to grant, but one that 

some of us, as producers, are reluctant to accept, I 

propose to show two things: first, that a forceful tax 

policy is a prerequisite to effective wage, price and 

rationing controls; and second, that the answer to the 

question, "will we hold the line?" depends, insofar as 

taxes are a critical factor, both upon the amount and upon

the kind



I t  is  a p rivilege to  raise  the curtain  a t  the 81st  

Annual A gricultural Outlook Conference. I  suspect that

I have been placed in the position of prologue rath er
I)

than epilogue, because there is  a psychological, i f  not 

a therapeutic, value to  be derived from administering 

the b itte re s t  p i l l  f i r s t .  Taxes are a b it te r  p i l l .  So 

layers of sugar coating, no admonitions that they a re 

good for what a i ls  the country, can disguise that f a c t .  

Because of my close association  with taxes, I have become 

a kind of symbol of something th a t 's  hard to taka. I f  

I had not known th is  before, I should know i t  now. I wish 

I could repeat to you some of the names I have been ca lle d . 

%  way of mild example, I was once advised to "close my 

bureaucratic tra p ."  %  friendly c r i t i c  did not explain what

he meant by the
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WILD WE "HOLD THE LINE?”

I t  is  a privilege to raise the curtain at the 21st. Annual Agricultural 
Outlook Conference, 1 suspect that I  have been’placed in the position of 
prologue rather than epilogue, because there is  a psychological* i f  not 
a therapeutic* value to be derived from administering the b itterest p i l l  
f i r s t .  Taxes are a b itter p il l . No layers of sugar coating* no admonitions 
that they are good for -what ails the country* can disguise that fact* Be
cause of my close association with'taxes* I have become a kind of symbol of 
something that’s hard to take, I f  I  had not known this before* I  should 
know i t  now, 1 vdsh I  could repeat to you some of the names 1 have, been 
called. By way of mild example* I  was once advised to "dose my bureau
cratic trap ,” My friendly c r i t ic  did not explain what he meant by the term 
"bureaucrat", I wish I knew* so that I  could appraise his indictment, 
Sometimes I wonder whether a bureaucrat is not ju st a person who doesn’t  
believe the same things everybody else in his set thinks are v ita l to the 
American way of l i f e .

In relating tax policy to in flation , I  shall start with the premise 
that inflation is  bad — a premise that a ll  of us* as consumers* are vailing 
to grant* but one that some of us* as producers* are reluctant to accept,
I  propose' to show two things: f ir s t*  that A forceful tax policy is  a pre
requisite to' effective wage* price and rationing controls; and second* that 
the answer to the question* "will we hold the line?" depends* insofar as 
taxes are a c r i t ic a l  factor, both upon the amount and upon the kind of taxes 
we have the courage to levy,

I ,  The anatomy of inflation

I f  we are to understand the role of tax policy in holding the line* wb 
must, know something about the anatomy of inflation, ■ What causes price in
creases and on which causes can t¿xes operate? Close inspection w ill reveal 
whether the taxes we have* and are lik e ly  to get* wall merely snap at the 
heels of inflation or whether they will strike at i t s  very v ita ls .
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A. Rising Costs.

In dealing with the problem of wartime in flation , i t  is  customary to con
centrate on the enormous excess of consumer 'spending power over the.available 
supply of goods and services. And th is , to he sure, is  the central issue, 
t&ut i t  is  not the only issue, and we are likely  to make mistakes both in our 
appraisal of in flation , and in our choice of tax measures to combattit, unless 
we recognize that economic forces other than excess spending power cause price 
increases. I t  is  not merely that dangerous dollars are exerting a -̂ strong up
ward pull on prices. Costs are pushing hard from below. In choosing tcpc 
measures to reduce the pull from above i t  is  important to avoid increasing 
the push from below.

As output in the factory and on the farm rises , costs are affected by 
conflicting forces — some operating to raise costs and some to lower them.
But as production is  pushed toward the lim its of capacity, as at present, . 
conditions working toward higher costs are very lik ely  to predominate. This 
tendency is  especially noticeable in agriculture, where record crops are 
achieved by more intensive *— and often, more expensive — cultivation of land 
already in use and by resort to-inferior land normally held out of use. Costs 
of industrial production are increased by the necessity cf using less e ffic ien t 
labor and substitute m aterials, Where necessary to secure essential production 
these costs must be covered. This is  entirely consistent with a re a lis tic  anti- 
inflationary program and with a tax policy that i s  part of that program.

Apart from the. consequences of having to use less efficien t labor, land, 
and materials, costs tend to rise  because prices paid by producers are prone 
to r is e . The intensified demand for labor, for example, places workers in 
a better position to bargain for higher wage rates, and in addition requires 
pvertime work commanding higher pay. Competition for scarce raw materials 
and machinery also tends to raise prices, thus again increasing costs of pro
duction, These are some of the forces that are' constantly straining to break 
through wage and price controls — forces that must be denied in  a l l  but the 
most exceptional cases where i t  is  clearly necessary to  accept higher costs 
to get indispensable output not otherwise obtainable.

The role of tax policy with respect to the leverage of increased costs 
on prices is  negative rather than positive. I t  should carefully avoid inter
ference with the cost-price and parity relationships which underlie present 
price ceilin gs. Taxes which add to producers' money costs, or to the prices 
of goods entering into the farmer’s parity base, may breach rather than bulwark 
the line we are trying to hold against in fla tion .



B, Excess of monetary demand over -physical supply.

When we recognize that rising costs are a source of wartime price increases9 
we have not yet touched the core Of wartime in fla tio n . That core consists of 
the great and growing unbalance between the volume of spending power and the 
supply of c iv ilian  goods and services. Each is  uncomfortable in the presence 
of the other* So-called "wartime prosperity" f i l l s  the pockets of consumers 
with unprecedented money incomes, Yet  ̂ unlike peacetime prosperity^ i t  dees 
not f i l l  c iv ilian  markets with the goods and services which alone can put meat 
on the bones of prosperity, When more than half of our manpower and equipment 
is  devoted to supplying the sinews of war, i t  follows that the resultant flow 
of incomes to consumers cannot be matched by a corresponding flow of goods to 
civ ilian  markets. Thus, we are confronted with the paradox of wartime pros
perity; consumer buying power cannot keep pace with consumer spending power.
The response to a large part of wartime civ ilian  spending is  not more goods, 
but higher prices.

Quantitative evidence that we are confronted with a dangerous excess of 
spending power i s  plentifu l. Present prospects are that citizens w ill receive 
incomes of about $152 b illion  during the current f is c a l year. Some $21 b il
lion of th is to tal w ill be skimmed o ff by existing personal taxes, primarily 
the Federal individual income tax. Available supplies of consumer goods and 
services, at present ceiling prices, w ill account for close to $89 b illio n .
That leaves an inflation  potential of $42 b illio n , which threatens to break 
through the lines established by our price and rationing controls. Any part 
of the $42 b illio n  w'hich is used to push consumer spending beyond the $89 b il
lion  level w ill be inflationary money in the purest sense Of the term. In 
the aggregate, i t  T il l  not buy goods; i t  w ill simply raise prices and t̂hus 
further in fla te  the cost of liv ing . And back of i t ,  also ready to raise 
prices and further in fla te  the cost of liv ing, are b illions of dollars of 
accumulated savings# Since the beginning of 1940, the to ta l figure adds up 
to $55 b illio n . Of this increase $24 b illio n  are in the form of currency 
and checking accounts. From the standpoint of in flation , i t  is  no exagger
ation to c a ll these savings liquid dynamite.

The record of commercial bank lending also yields ominous evidence of 
"dangerous d ollars." War financing through bank purchases of Government 
securities expands the assets held by the public. To the extent that bank 
depositors lend th eir  deposits to the Government by buying bonds, no new 
funds are created; funds are merely transferred from private to Treasury 
accounts. But when banks buy Government securities for themselves they have 
no right to make charges against their depositors* accounts. In payment 
for Government bonds they customarily set up "war loan accounts** payable to 
the United States Treasury. As the Treasury draws on these accounts to fin 
ance war expenditures, new funds are created — funds that very promptly 
iPLow into the pocketbooks and bank accounts of inoividual citizens and 
business firms.
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Bgp|: During the f is c a l year 194.3 banks thus increased their holdings of
Federal securities by about $30 b illion* This constituted the bulk of the 
increase in bank investments, which in the same period expanded by about 
36 percent the to ta l of coin, paper money, and checking deposits held by 
the public* These holdings are liquid fuel which constantly threatens to 
fan the fires  of in flation .

Qualitative evidence that inflationary money is straining our ration
ing and price controls is  als o uncomfortably ample© A recent sampling of 
prices by QPA indicated that in many instances actual re ta il food.prices 
are above legal ceilings. I l l i c i t  trafficking in ration coupons and the 
tendency of meat, poultry, and gasoline to leak out of regular channels, 
and into blaak markets, are further threats to price s ta b ility . But mar
kets, like many other things cannot be clearly  divided into fie ld s of black 
and white. Black markets have many penumbral shadings. In the shadows l ie  
the ’’gray” markets, the corner stores where housewives, sometimes knowingly 
and sometimes unknowingly, pay higher-than-ceiling prices, and where infe
rior goods are sold at superior prices. This is  another persistent menace 
to price stab ilization . These leakages indicate that inflationary money 
is  not easily  discouraged: they t e l l  us that unless tax policy puts an 
increasing portion of easy dollars out of temptation»s way, price and wage 
policy may be unable to hold the lin e . I t  is  unfortunately true that many peo 
pie w ill make; illeg itim ate Use of money when they can .find no legitimate use _ 
for i t ,
C, The effect of inflation on production. • ^

Before I  go on to describe the specific part thattaxes may play in hold
ing the lin e , I should like to address myself briefly  to the persistent , 
minority who feel that in flation  is  a tonic for the economic system, that £ 
i t  invigorates production, and that i t  should therefore be allowed to run 
i t s  course. When our economy is running at less than fu ll capacity* i t  is  
true that rising prices have a stimulating, albeit not always wholesome, 
influence on production. In the Thirties when we were faced with deflation, 
the stimulus of rising prices was to be welcomed, and even invited by means 
of d e fic it financing©

But in tine of to tal war, when we approach, or actually reach, the 
lim its of, production, and when our resources and efforts must be focussed 
on victory, i t  i s  sheer madness to maintain that inflation w ill have a whole
some effect on production, ' Unless inflation is  strongly resisted , consumers 
w ill'b id  up the prices of c iv ilian  goods arid thus stimulate the-wrong kind 
of production. This w ill increase the d ifficu lty  of diverting resources to 
war industries. When to ta l production is at a maximum, there w ill even be 
a tendency to divert production from war into non-war channels. I f  the /
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Government does not check the r ise  in prices of consumer goods, i ts  only 
alternative is  to outbid consumers in order to get necessary ■war production* 
The process of outbidding consumers' greatly magnifies the costs of war and 
virtually  guarantees runaway inflation*

Inflation may also impede war production by shifting the emphasis of 
industry and labor from the real job of producing the implements of war to 
the monetary job of keeping up with prices, I f  profit is  to be found not 
in producing more, but rather in outsmarting in fla tio n 5 i f  higher wages are 
to be had not by working harder, but by bargaining on the basis of rising 
costs of living — in short, i f  in flation  ca lls  the tune to which pur 
economy dances, our output w ill surely fa ll  and our war effort w ill surely 
suffer.

The damage in flation  in f l ic ts  on production cannot be adequately 
described in the present tense. The future tense is  equally important.
One has to venture prophecy. The wake of in flation  m il  greatly magnify 
the problem of economic readjustment after the war. I t  m il  leave us 
with a price system that is  seriously out of joint* The shaking-down process 
w ill increase business risks and, discourage enterprise. Instead of a vigorous 
resurgence of civ ilian  production, an inflated and disjointed price structure 
w ill promote a. policy of "watch and wait" until prices are again in lin e .
And once theja are in line — that is ,  when they have come down from their 
heights —- a ll  debts incurred at high levels w ill become imeasurably harder 
to pay. The great farm debt was one of the most disastrous economic 
legacies of inflation in the la s t war. I t  exercised i t s  depressing e f f e c t '  
on agriculture for more than a decade. The aftermath of in flation  would 
impair our peacetime efforts after th is war, ju st as in flation  i t s e l f  would 
impair our e ffo rt during the war*

I I . The role of tax policy

From our b rie f survey of the an atony of in flation , the role of taxes 
in the fight to hold the lin e  becomes clear. Taxes impound spending 
power, and reduce to manageable lim its the strain  cn the defense line of 
rationing and price control. Taxation is thus a; companion of, not a sub
stitu te  (for, other control devices. By striking at the spending power 
root of inflation, taxes reinforce our stabilization program.

I t  is  true, of course, that wage, price, and rent controls in them
selves impose lim its on the creation of income and thereby reduce spending 
powrer» But even’ i f  wage rates and the prices of, say, farm products were 
held constant, i t  would not follow that wrorkers’ and farmers’ incomes would 
also remain constant. Even in the face of fixed prices per unit of output, 
farm incomes rise in  response to expanded output. Similarly, even ini the 
face of rigid  -wage rate control, such factors as-overtime pay, the up
grading of workers into more lucrative jobs, and the drawing o f women into 
industry, w ill generate greater to ta l wage payments. And remember that



a large part of current production is  not available for civ ilian  consumption 
here at home,- The direct control of prices and wage rates, however effective, 
cannot prevent the creation of an overflow of spending power* I t  is the job 
of tax policy to dam thè overflow, and thus to buttress our wage and price 
policy.

In cutting down excessive spending power, wartime taxes serve another 
purpose, namely, to reduce the threat of postwar in flation . The recorci of 
past wars indicates that the peak of thè inflation danger comes after a war. 
pent-up desires, backed by accumulations of cash and Government bonds, are 
ready to express themselves in a spending spree. At the same time an indi
vidualistic public 'is  impatient 'to cast o ff irksome wartime controls. 
Administrators o f such controls are anxious to go Dack to peacetime pursuits* 
The unhappy result of th is  apparently happy combination adds up to uncon
trolled  in flation .

Cur best insurance against postwar in flation , our best guarantee of 
prompt »decontrol” and return to the free economy we are fighting to retain , 
is  a vigorous wrartime tax policy* part of our postwar planning snould take 
the form of wartime taxes designed to hold, liquid savings withinvmanageable 
lim its, and to curb excessive spending iasnedi&tely after the war*

, ’ \ i , ' '

I I J • The magnitude of the tax job

A few moments ago I  cited figures showing that money incomes m il exceed 
available goods and services by more than $40 b illio n  in the fisca l year 
1944. Consumers m i l  be able to buy only 70 cents worth of goods per dollar 
of income le f t  burning in their pockets. Thirty cents out of each dollar can 
go only into, savings, additional taxes, or higher prices. This' excess offers 
striking evidence, not only of acute inflation dangers, but also of enormous 
t axàble°capacity. I f  we were to apply the most rigorous possible standards 
of ant i - in f l  at ion ary war finance, and i f  we were to disregard the implicit 
hardships for persons who have not shared in wartime prosperity or are bound 
by pre-war commitments, the Treasury’ s proposed $10—1/2 b illion  tax program7 
would seem modest indeed* Even allowing for $20 b illion  of savings out of 
the $41. b illio n  inflation potential, a strong case could be made for $21 
b illion  of additional taxes, or ju st twice the Treasury proposal.

But the Treasury fyas recognized that taxes of su fficient magnitude to 
trim off a ll th e ,fat of excess spending power would inevitably cut into the 
lean of ju stifia b le  expenditures and necessary savings,. The resultant 
inequity and hardship would impair morale and productive e ffo rt, and would 
leave many citizens in weakened financial position at the end of the war.
To avoid such resu lts , the Treasury tax program was limited in amount. 
Furthermore, the proposed taxes wrere carefully selected.
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IV. Specific taxes

Tax programs are not merely a matter of over-all goals and impressive 
aggregates. They are composed of specific tax measures, some of which are 
more effective, others less  effectiv e, and s t i l l  others ineffective dr even 
harmful, in  the fight against in flation . Taxes available to the Federal 
Government include principally, those on personal incomes, on corporate p ro fits , 
on estates and g ifts , and on sales. I t  is  from these materials that the back
stop to  wage and price controls must be constructed.

A. Taxes on individual incomes

The individual income tax is  our ch ief reliance to date, both as 
a source of.wartime revenue and as a damper on inflationary spending. More
over, from the standpoint of equity, taxable capacity, and a b ility  to reach 
excess spending power, the individual income tax looms as the predominant 
source of additional taxes.

More than half, ,or $6*6 b illio n , of the Treasury’ s #10-1/2 b illion  
proposal, consists of increases in individual income tait rates. This,strong 
emphasis is  put on the individual income tax because by the use of th is tax 
we can best achieve our standards of ju stice  and fairness in taxation — 
standards which, i f  important in peacetime, bedome crucial in wartime. The 
income tax enables ,us to distribute burdens fa ir ly  among income groups, and 
with due regard to size of income and family -status. No other tax can be 
imposed with the same assurance that a fa ir  and in tellig en t distribution of 
the tax burden w ill be achieved. When taxes reach present and proposed high 
levels, i t  becomes increasingly v ita l that they be levied in accordance with 
the principle of a b ility  to pay.

Income payments to individuals have increased $87 b illion  since 1938.
In the same period, individual income taxes have risen only $18 billionV 
This means that we have absorbed only about one-fifth  of the increase in 
income payments generated by defense and war a c tiv itie s .

This j i s  impressive evidence of aggregate taxpaying a b ility . But i t  
is  aggregate evidence. We should not le t  i t  blind us to the sharp 
differences in individual circumstances. We are a ll keenly aware that the 
monetary gains and losses of the war are unevenly distributed. Some' persons 
have had large increases in income, others, l i t t l e  or none at a ll . Some 
have suffered a deterioration in economic status as a resu lt o f the dis
locations of the war. The current a b ility  o f many persons to meet wartime 
tax b ills  is  also limited by fixed commitments for l i f e  insurance and for 
repayment of debt on their homes. To avoid inequity, and even hardship, 
in our tax system wartime taxes must distinguish between those who are debt- 
ridden and those who are debt-free, between'those whose economic status has 
been improved, and those whose economic status has been impaired, by the 
war.
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In drawing up a necessarily severe schedule of wartime income tax 
rates i t  is  important also to'guard against impairment of the postwar security 
of those in the low income groups. Normally; such persons have l i t t l e  or no 
capital reserve for emergencies. The great majority of our people have low 
or modest incomes. Four-fifths of the national income goes to persons earning 
less than $5,000 a year. I t  is  these people who must, hear by far the largest 
share o f  the wartime increases in taxation. As individuals with low or 
modest incomes are called upon to shoulder an ever larger proportion of the 
to ta l tax load, the problem of protection against postwar insecurity becomes 
ever greater.

Special provision for the postwar security of those with low or modest 
incomes and r e lie f  for those with fixed incomes or fixed commitments can 
be provided by the use,of a postwar credit under the income tax. The Treasury 
has, therefore, submitted to the Ways and Means Committee a plan under which 
over half of the proposed increase in the individual income tax would be 
allowed as a postwar credit. I t  has recommehded further that part of any 
such refundable tax imposed by Congress be made available currently to persons 
with heavy fixed commitments and to persons whose incomes have failed to 
increase materially. The refundable tax would on the one hand serve to p ro -, 
vide a backlog for the income groups most in need of such a safeguard. On 
the other hand, i t  would permit current use of the credit to persons whose 
economic status or cpmmitments would make i t  a hardship to wait until after 
the war for their refunds.

As we broaden and deepen the income tax, i t  becomes necessary to make 
our tax system as simple as possible. The Current Tax Payme'nt Act of 1943, 
by eliminating the one-year lag in  tax payments and by providing for col
lection  at source of the bulk of our income tax l ia b i l i t ie s ,  has greatly 
eased the payment of any given amount of income taxes. But a great deal 
remains to be done on the simplification front.

You w ill be interested to know that the Treasury has Had i t s  research 
and legal experts working on the sim plification of income tay returns to 
be filed  in 1944, and that the Treasury and the Department of Agriculture 
conducted a special jo in t project la s t  summer to improve the income tax 
return for farmers. Hundreds of farm returns from a l l  parts of the country 
were studied in an e ffo rt to find out how the farmer’ s return could be 
modified and the job of reporting farm income simplified. I  might add that 
the u lterior motive of promoting more accurate reporting of farm income also 
played a part in our revision of th is form.

The Treasury has alsb recommended the repeal of the Victory tax and the 
elimination of the earned income credit, -with compensating adjustments in 
the rate schedule. These recommendations, i f  adopted, w ill go a long way 
toward simplifying our unnecessarily complicated income tax structure. Such 
simplification is  v ita l to the fu ll u tilization  o f income taxes in the fight 
to hold the line against inflation. I  wish I  could now go into the whole 
question of sim plification of our tax laws. But that is  a speech in i t s e l f  
and I  made i t  in Chicago la s t  week. I  refer you to it^ i f  you would like 
to pursue the subject.
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B* Sales and*excise taxes

The major device currently receiving attention as an alternative to 
increased individual income taxes is  the general re ta il  sales tax, A tax 
of 10 percent on re ta il  sales, designed to raise about $6 b illio n , i s  being 
urged in many quarters. As in the past, the Treasury stands unalterably 
opposed to a general sales tax. Our opposition is  based upon the inequity 
of th is tax, and also on i t s  inadequacy as an anti-inflationary measure*

In war as in peace, the Treasury opposes a tax which impairs the 
already inadequate standard of living of persons with low incomes* The 
general sales tax faixs to d ifferentiate bstween rich  and poor, between 
necessities and luxuries, and between large families and small families*
The gain in revenue from a sales tax is  realized in large part at the 
expense of the essentials of l i f e  for the low income groups. The imposition 
of the tax would therefore undermine the morale and productive efficiency 
of these groups. I t  would strike hardest at the very people who are bearing 
the brunt of the price increases to date,

În wartime, moreover, the sales tax presents formidable administrative 
d iff ic u lt ie s . Unlike the income tax, which offers an established mechanism 
for the job of raising new taxes, thé sales tax would require much new ad*~ 
ministrative machinery. The, c r it ic a l shortage of trained auditors, trans
portation fa c i l i t ie s ,  and business machines would make i t  d ifficu lt to 
administer and enforce the tax effectively . I t  is  worth noting also that 
a 10 percent rate would stimulate much more evasion and delinquency than 
the 2 percent rates prevalent in state sales taxation. Conflict with 
existing sales tax laws in 23 states would create another troublesome 
problem. The Bureau of Internal Revenue is  already confronted with the huge 
task of shifting the individual income tax to a current payment basis. To 
saddle the Bureau with the tremendous additional, load o f sales tax adminis
tration would invite a breakdown of i t s  machinery.

To ¥  mind, the inequity and the administrative d ifficu ltie s  of a sales 
tax are sufficient reason to bar i t  from the Federal statute books.. But 
i f  another nail is  needed to seal the coffin of the sales tax, i t  is  
certainly provided by the upsetting e ffect of th is measure on our s ta b ili
zation program*

A general ¡éales tax., more* than any other tax, produces an irre s is tib le  
drive for higher wages and farm prices, Unlike the income tax, i t  enters 
d irectly  into the cost of living o f  a ll  wage earners and into the index 
of prices paid by farmers which underlies farm parity prices. Both in the 
fie ld  of wages, where increases in response to a sharp rise  in living costs 
would have the sanction of a sympathetic public, and in the fie ld  of farm 
prices, where an increase would have the sanction of law, the lin e  we are 
holding against' in flation  would be broken*
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I  do not mean to imply that a sales tax has no anti-inflationary . 
aspects* Certainly* in skimming, o ff  several b illion s of spending powrer and 
in providing a deterrent to spending* a sales tax would in some degree curb 
inflationary pressure* But to t,he extent that the tax encroached upon 
minimum living standards* the result might well be a serious increase in the 
pressure for higher wages* offsetting the anti-inflationary e ffect of the 
tax*

A jna3or threat to  stable prices would arise from the entry of the sales 
tax into agricultural* commercial* and industrial costs and the necessary 
revision of price ceilings* The damaging effects on our price control 
structure may be illu strated  in the fie ld  of agriculture* Directly or in
directly* the ceiling and support prices of most farm products are linked! ' 
to farm parity prices* This link means that thebe prices are relative 
rather uhan fixed* and that they respond to the parity index* A ten percent 
sales tax on a reasonably broad basis would increase that index by 6 or 7 
percent. The operation of the parity formula would immediately raise the 
parity prices for agricultural commodities by 6 or 7 percent* "ceilin g  and 
support prices of various products would probably have to be adjusted to 
take the change in parity into account*

I f  a 10 percent sales tax had become effective July 1* 1943* estimates 
made by the Bureau of Agricultural, Economics indicate that there would have 
been an average increase of 6 percent in re ta il food prices during 1944.
This increase* added to a 10 percent levy on food sales* would raise food 
costs by approximately 16 percent* Finally* taking into account both the 
direct price increases and the indirect tax-induced increase in food prices* 
i t  i s  estimated that the cost-of-liv ing index would rise  about 10 percent. 
These are dull s ta tis tic s*  but they illu stra te  in concrete terms how 
a general r e ta il  sales tax would breach our f i r s t  line of defense against 
in flation .

I t  sterns reasonable to assume also that the direct and indirect price 
effects of a sales tax would create ir re s is tib le  pressure on our wage 
stabilization  program. I f  wage increases had to be'granted in contradiction 
of that program* as I  believe they would* the development of in flation  would 
be greatly encouraged by the mutual interaction of price and wage increases.

Fortunately* the defects which discredit a sales tax do not'apply to 
carefully selected excises on specific commodities. The Treasury has. pro
posed additional excise taxes to provide an additional $2.5 b illion  annually. 
I t  i s  on such objects as;: liquor* tobacco* communications* amusements* and 
jewelry that excises would draw?'for additional wartime revenue. They require 
l i t t l e  or no increase in administrative machineryr.‘ They have been care
fu lly  selected in such a way as to avoid burdening the necessaries of l i f e .
The items chosen are either luxuries* or goods and services which need 
to be conserved for war purposes* or they are non-essentials* such as' liquor 
and tobacco. The prices of such items d6 not enter into parity relationships.
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While the Droposed excises would lead to sdme increase in the cost of living, 
that increase would be far less than that generated by a sales tax designed 
to raise an equal amount of revenue. Taxpayers with modest or low incomes 
have a real option to avoid, excise taxes by reducing their purchases of 
taxable items, not the fictional, option they would have under a general sales 
tax, which strikes a l l  commodities a lik e .

C, Other taxes

Today I  shall not discuss the other taxes in the Treasury's 1943 
program. Their bearing on in flation  is  less d irect, though they are 
sign ifican t. This is  true particularly of corporate tax increases, which 
are necessary i f  we are to persuade individual taxpayers to shoulder their 
part of the to ta l burden,

V, Conclusion

In conclusion, I should like to return to the question which is  the 
subject of th is morning's discussion: "Will we hold the line?" Since 
taxation is  a backustop rather than the front line of defense against 
in fla tion , 1 shall not attempt an exp licit answer, The fie ld  is  open to 
Mr. Morse and Mr, G ilbert, I  sh all, however,, venture th is prediction: i f  
present taxes are not substantially increased with an eye to diverting^the 
stream of dangerous dollars that is  battering against price and rationing 
controls, i t  w ill be very d ifficu lt to hold the line; and i f  new revenues 
take the form of a general sales tax,, the lin e  is  more than lik e ly  to be 
broken, and then, at be;s t ,  to be reestablished at a very much higher level
of prices.

Let me add to that forecast a related warning. The war against 
in flation  does not end with unconditional m ilitary surrender. ..It may have 
to bé intensified for a time afterward to prevent the disaster of postwar 
in fla tio n . I f  we fall, prey to economic complacency and thus relax our an ti- 
inflationary e ffo rts , and i f  we identify the end of the war on inflation  with 
the end°of^the war on the Axis, we are inviting economic chaos. We could 
win the war against the Axis and lose a large part of thé victory at home.

o 0 o
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An ex ten sio n  to  December 1 , 1945 , o f  the tim e fo r  

f i l i n g  re p o rts  on form TFH-500 o f  p rop erty  in t e r e s t s  in  

fo re ig n  c o u n tr ie s  req u ired  o f  a l l  persons s u b je c t  to 

American ju r i s d ic t io n  was announced by the Treasury 

Department tod ay . I t  was emphasized th a t  no fu r th e r  

ex ten sio n s  would be granted.*

Although th e need o f  a s u b s ta n t ia l  number o f  h o ld ers 

o f  la r g e  fo re ig n  i n t e r e s t s  fo r  more tim e to  assem ble 

e x te n siv e  In fo rm atio n  made th is  e x ten sio n  d e s ir a b le , the 

T reasury  p oin ted  o u txth a t  the rap id  p rog ress o f  A llie d  

troop s in  Europe makes i t  im p erativ e  th a t  a l l  re p o rts  

should be f ile d , im m ediately upon com p letion , re g a rd le ss  

o f  the c lo s in g  d a te .

TREASURE DEPARTMENT 
Washington

FOR RELEASE, MORNING NEWSPAPERS, 
Tuesday,/O ctober 1 9 , 1 9 45 .

oOo



TREASURY DEPARTMENT 
F o r e i g n  Funds  C o n t r o l  

O c t o b e i  1 9 ,  1 9 4 3

AMENDMENT OF SPECIAL REGULATION NO. 1 *

S e c t i o n  1 3 7 . 4  o f  S p e c i a l  R e g u l a t i o n  No,  1 i s  h e r e b y  amended by  

t h e  s u b s t i t u t i o n  o f  t h e  d°ate D ec e m be r  1 ,  1 9 4 3 »  f o r  t h e  d a t e  November

1 ,  1 9 4 3 »  w h e r e v e r  t h e  l a t t e r  a p p e a r s .

RANDOLPH PAUL
Act ing S e c r e t a r y  o f  the T reasu ry .

• P a r t  1 3 7 :  - S e c .  3 ( a ) ,  4 0  S t a t .  4 1 2 ;  S e c .  5 ( b ) ,  4 0  S t a t .  41 5  and 9 6 6 ;  S e c .  2 ,  4 8  S t a t .  1 ;  
54 S t a t .  1 7 9 ;  55 S t a t .  8 3 8 ;  S e c .  3 ,  P ub l i c  No. 8 3 1 ,  7 7 t h  C o n g r e s s ;  E x .  Order 8 3 8 9 ,  A p r i l  10 ,  
1 9 4 0 ,  as amended by E x .  Order 8 7 8 5 ,  June 14,  1 9 4 1 ,  E x .  Order 8 8 3 2 ,  J u l y  2 6 ,  1 9 4 1 ,  Ex .  Order  
8 9 6 3 ,  Dec.  9 ,  1 94 1 ,  and E x .  Order 8 9 9 8 ,  Dec.  2 6 ,  1 9 4 1 ;  E x .  Order 9 1 9 3 ,  J u l y  6 ,  1 9 4 2 ;  Regu*  
l a t i o n s ,  A p r i l  1 0 ,  1 9 4 0 ,  as  amended June 1 4 ,  1 9 4 1 ,  and J u l y  2 6 ,  1 9 4 1 .



TREASURY DEPARTMENT 
F o r e i g n  Funds  C o n t r o l  

O c t o b e r  1 9 ,  1 9 4 3

AMENDMENT OF PUBLIC CIRCULAR NO. 22*

S e c t i o n  I I - 9  o f  P u b l i c  C i r c u l a r  No.  2 2  i s  h e r e b y  amended by t h e  

s u b s t i t u t i o n  o f  t h e  d a t e  D e c e m b e r  1 ,  1 9 4 3 ,  f o r  t h e  d a t e  November 1 ,  

1 9 4 3 ,  w h e r e v e r  t h e  l a t t e r  a p p e a r s .

RANDOLPH PAUL
Acting S e c r e t a r y  o f  the Treasury .

«Appendix B : - S e c .  3 ( a ) ,  4 0 S t a t . 4 1 2 ;  S e c .  5 ( b ) ,  4 0  S t a t .  415 and 9 6 6 ;  S e c .  2 ,  4 8  S t a t . 1 ;  
54 S t a t .  1 7 9 ;  55 S t a t .  8 3 8 ;  S e c .  3 ,  P u b l i c  No.  8 3 1 ,  7 7 t h  C o n g r e s s ; E x .  Order 8 3 8 9 ,  A p r i l  
1 0 ,  1 9 4 0 ,  a» amended by E x .  Order 8 7 8 5 ,  June 1 4 ,  1 9 4 1 ,  E x .  Order 8 8 3 2 .  J u l y  2 6 ,  1 9 4 1 .  E x .  
Order 8 9 6 3 ,  Dec .  9 ,  1 9 4 1 .  and Ex .  Order 8 9 9 8 .  Dec .  2 6 ,  1 9 4 1 ;  E x .  Order 9 1 9 3 ,  J u l y  6 ,  1 9 4 2 ;  
R e g u l a t i o n s ,  A p r i l  1 0 ,  1 9 4 0 ,  as amended June 1 4 ,  1 9 4 1 .  and J u l y  2 6 ,  1 9 4 1 ;  S p e c i a l  R e g u l a 
t i o n  No. 1 ,  June 1 , 1 9 4 3 .



Subscriptions to Third W a r  Loan Drive 
FINAL REPORT

By issues and “by classes of investors

(In  millions of d o llars)

18 sue

Included in  drive Outside 
of drive

Grand
to ta l

Individuals
Insurance 
companies 

and mutual 
savings banks

Other
corporations, 
associations  

and investors

Dealers
and

brokers
Total

Federal.
agencies^

and
tru st funds

<S faond.s»*•••••»•••. 2 ,* 7 8 s.*7s 8 .  *78
F and 0* bonds. . . . . . . . . . . 565 5 261 ♦i 831 * 831

Savings notes. . . . . . . . . * . m 2 2 , 2SS * 2 ,*83 SMI 2,*83

C e rtif ica te s ......... .......... .... s « m 3 .1 7 7 322 * .1 8 0 - *,180

2$ bonds. . . . . . . . . . . " . 1,220 1 .986 1 ,*83 km 5.W 131 5.260

2 - 1/ 2# bonds; . . . . . . ; : . ; : 561 1 .939 706 92 *79 3,777
r

T o ta l .......... .......................  . 5 .3 7 7 * ,1 8 7 7 .9 1 5 89* w .3 1 3 630 18.9*3



Subscriptions to Third War Loan Drive Compared with Quotas by States and by Classes of Investors (Cont*d)

. mm* ummt
(D ollars are m illions)

State

New Mexi co........... ..
New Y ork ........................
North Carolina......... ..
North Dakota................
Ohio........... .....................

Oklahoma.............................
Oregon.............................
Pennsylvania....................
Rhode Island....................
South Carolina................

South Dakota. 
Tennessee. . . ,
T exas..............
U tah ..........
Vermont......... .

V irg in ia .. .............................
Washington.................... ..
West V irg in ia .....................
Wisconsin.. . . ......................
Wyoming..................................
Territories (k possession«
Subtotal................
Unallocated....... .....

Total...................

Federal trust funds..... 

Grand total. ........... .

Individuals, partnerships 
and personal tru st accounts

Sales Quota
Percent 

achieved 
to  date

10 $ 12 m* $ «fi 2
«9$ 796 m M A 3,913
n 70 100 m 75
$1 17 1?U SS 12

m 313 Ufi Po 385

5* **5 U9 fis 55
«fi 58 V* m ie

683388 10* *01
m 31 *0 «g 50
» 33 Amf t fis 28

o 20 117 ì$ 15m & IB Sfi 771fig 201 m a it 219
n 20 17 21
c 9 m If 18

fi* 7^ 93 1 0 79*1 88 » 100 103
fit
9*
f

ks
IO38

m
s

ri
3m

f
*

m
m 11 $0$ ih 10

s*
Ms*

s
107

m

fi S .J77 $ 5.000 10*£

$ 5.571
Office of the Secretary of the Treasury, Division of Research and Statistics.

Corporations, associations 
and other investors

Sales Quota

m

fi I M S ® $10,000

«2»

$ 13.56«

Koto: Sales of Savings bonds and Savings notes included In this table since September 1. Figures are rounde 
do not necessarily add to totals, Percentages have been computed on unrounded figures.

ta»see
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Subscriptions to Third War Loan Drive Compared with Quotas by States and by Classes of Investors

PU Mtlr iiH O lf

( Dollars are millions)

State

Alabama.................
Ari zona...............,.
Arkansas................
California-No...........
Calif ornia-So.... .

Colorado................
Connecticut.............
Delaware................
District of Columbia.... 
Florida......... .

Georgia.................
Id a h o ............................... .
Illinois................
Indiana.................
Iowa.............

Kansas........ .........
Kentucky................
Louisiana........ ......
Maine.................
Maryland................

Massachusetts...... .
Michigan................
Minnesota...............
Mississippi.............
Missouri................

Montana.......... .....
Nebraska....__.........
Nevada..................
New Hampshire,.........
New Jersey..............

Individuals, partnerships 
and personal trust accounts

Sales Quota
Percent 

achieved 
to date

n

n

90

Corporat i  ons, e,s s oc i at ions 
and other investors

Sales Quota

$ I ?  $

3

IJfi

Grand to ta l

Percent 
achieved 
to date

Sales Quota

$ $

138

710
(Continued on following page)

Percent 
achieved 
to date

I Iw.

m
nt
m
109
191
121



“"QrlTtu jgporTOu ygrr-^ATgr-miwA < »p- th i uer̂ »,,

iFiri'ljfu'g F ^ ? p "  foe" 

gft~#w»..*eaeggr 'qof •’S’oiyĉ
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sales to individuals atao indicated that the number of individual bonds 

issued during th is period would adme break a ll  record.Sj

In addition 

rg.JBftl 1 .to the new totals on E, F and G bonds announced 

the following recapitulation of the Third War Loan sales was issued:

V ,/^Q7/8$ C ertificates 

2$ Bonds («51-53)

2§$ Bonds ( * 6^59) 

Savings Notes (Series C)
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(Suggest Press Statement)

October , 19^3

Acting Secretary of the Treasury Daniel W. B ell announced today

f i ^ggflected by deposits to 

the credit of the Treasury a» reporte'd by the twelve Federal Reserve Banks

as of midnight Saturday, October l6 i£ . 

Mr. Bell^ 1n rnl mrinrr Ah expressed the gratification

of Secretary ifc^y?!.forgenthau^i iiiTig,,<>fthe impressive to tals amassed during 

¿th is greatest of a l l  War L o a n s -̂p t.he PiHvf», ~fi

-d r-9
In commenting on the sale of the various issues, Acting Secretary 

«901» pointed out that the sales to individuals,^which was the f i r s t  objective

>illion againstof the Drive^was more than met with sales of >$5 b illion

a quota of b illion * Sales to corporations, associations and other investors 

to tax

S a i d

totaj(\$12 b illion  883 million against a quota of &1Q b illio n .c* ffw Ii hand 
I  -  *

b illion  r  / A  '¡mmŒw nih rtyn t wiü to $1 b illio n  kip million,

the prior all-tim e high in this class of secu rities which ms reached in the

Second War Loan in April, 19U3* The F and G bonds to ta l also reached an a ll-

time high in "this class of securities with a to ta l oM ( £ 3 2 }  million*
) J<— — ^

iui.T. j l . Jj ' lr e^ B tC a  V i i l  H  ual e  U1 S K V IS P  C T ?

,i^uiih«'-“é îÎ:ficu ltia s -^ f ̂ tabiM-aMwr ând - ■ issuance.,- nee g eea rily  ̂ f»lX-*»hort 

taf tj^ ;..,true.-a&ccmiplishiaBrLt d u r i n g . - , d r i v e r 5



TREASURY- DEPARTMENT 
Washington

FOR RELEASE, MORNING NEWSPAPERS, Press Service
Tuesday, October ¿9, 1943. No. 39-15

Ü
A*è&ag Secretary of the Treasury Daniel W. Bell

announced today final figures - #00,000,000,000 - for the

Mr. Bell expressed the gratification of Secretary 
Morgenthau over the impressive totals amassed during ”this 
greatest of all War Lo a n s . ”

MiP^PsIn commenting on the sale of the various issues, the 
Secretary pointed out that the sales to individuals 

which was the first objective of the Drive, was more than 
met with sales of #0,000,000,000 against a quota of 
j|i? billion. Sales to corporations, associations and other 
investors total #00,000,000,000 against a quota of 
#10 billion* Sales of E Bonds totalJ^A #0,000,000,000, 
compared to #1>473,000,000, the prior all-time high in 
this class of securities, w h ich was reached in the Second 
War Loan in April, 1943* The F and G bonds total also 
reached an all-time high in this class of securities with 
a total of #000,000,000*

The unprecedented sales to individuals indicated that 
the number of individual bonds issued during this period 
would break all records*

In addition to the new totals on Series E, F and G 
Bonds announced, the following reeapituation of the Third 
War Loan sales was issued:

(In millions of dollars)
l/Q% Certificates 
2% Bonds (»51-*53)
2~k% Bonds ( 1 )
Savings Notes (Series

W

C)
Government Trust Accounts:

2% Bonds (*51-*53j ^ L i L  
22% Bonds (*63*'*"*09) T

Savings Bonc^ ( go^ ^
^ ^ ' “ 'g r a n d  t o t a l

4 4- --------———"" ■' 1
«—I*



TREASURE DEPARTMENT 
Washington

FOE RELEASE, M O V I N G  NEWSPAPERS 
Tuesday, October SO, 1943* Press Service 

No* 59-15

Aci"t4ng Secretary of the Treasury Daniel W# Bell

thii

M l 54-

announced tod., flo.1 « « d r . ,  4  000,900 - for too
Third War Loan. Tht-a fc<J

®x? f 8S8ed th® gratification o f  Secretary 
greateat° of°all m r  S l n T f ™  aM,888d durln^

^ “d S s s i ^ o S t o r , ; ; 1^  s :  s s r v s s M .
m«i°wilh8 fc? e fli “? objective of the Drive, was more than 
t6 b i l l L n  ? ? 000,000 against a quota of
l n v e s t o r r ^ t f f e^ r ^ r S m ° a ^ l L % aOCiatlr 8 ? *  ° th8r
110 billion. S a l t 7 ^  l ° B o i d f  t o l a r  ¿ \ T ? 0 0 0  000 
compared to |1,473,000,000, the prior a l l - i i ^ U g h  U *
tta^Tni*8? °f a??Urf i l e 8 ’ whicil w*B reached In the Second ln 1943. The P and 0 bonds total also
a*total *“  m S  01088 °f

The unprecedented sales to Individuals Indicated fh.f
Sin&̂û iisa;bondo i88ued -̂ srjStSr*

addition to the new totals on Series B, F  and G
recapltuatlon o! the Third

(In Millions of dollars)
?/®Jf Certificates * / j {  \ o

2% Bonds (•51-* 5 3 L-Vo Lr  
2s$ Bonds {
Savings Notes (Series C)
Government Trust Accountst 

2% Bonds (,5 1 - » 5 3 L - " & ^
2t% Bonds ( »B3SÎ69» r

Savings BondsJf" r

-Xy ¿y P

¡ ¡ 5 3
Scries ,

aS'Cf'lCj vtH'ti G*
-2=

To YqL /



TREASURY DEPARTMENT 
■ Washington

FOR RELEASE, MORNING NEWSPAPERS, Press Service
Tuesday, October 19. 1943______ No* 39-15

Under Secretary of the Treasury Daniel W. B ell announced today
' | ' || % ¡I - |  | p

fin al figures -  $18,943,,000,000 -  for the Third Mar Loan.

Mr# Bell expressed the g ra tifie  ation of Secret ary Morgenth.au over 
the impressive to tals amassed during "th is greatest of ail'Mar Loans."

In commenting on the sale of the vàrious issues, the Under Secretary 
pointed out that the sales to individuals, which was the f i r s t  objective 
of the Drive, exceeded thé quota with sales of $5, 377, 000,000 a gainé t  a 
quota of $5 b illio n . Sales to corporations, associations and other 
investors to ta l $>12,936,000,000 against a quota of $10'b illio n . Sales 
of E Bonds^total $2,472,000,000^ compared to $1,473,000,000, the prior 
all-tim e high in th is  class of securities, which was reached in the 
Second War.Loan in April, 1943. The F and G 3onds to ta l also reached an 
all-tim e high in this class of securities with a-to ta l of -$831, 000, 000.

The unprecedented sales to  individuals indicated that the number of 
individual bonds issued during th is period would break a ll  records.

In addition to the new to ta ls on Series E, F and G Bonds announced, 
the following recapitulation of the Third War Loan ¡sales was issued:

(In millions of dollars)

7/8/o C ertificates $ 4 120
2% Bonds (*51—*53) ' 5-109
2\% Bonds ( *;63—169) 3,298
Savings Notes (Series C) 2 483

Government Trust Accounts:

2% Bonds (^51-’53) ' 151
2-J$ Bonds ( f6 3 -’69) 479

Savings Bonds:

Series E >  v 2,472
Series F and G : 331

$ 18,943GRAND TOTAL



Subcriotions to Third War Loan Drive Compared with Quotas, “by States and by Glasses of Investors
fin a l Report 

(Dollars are millions)
'

State

Individuals, partnerships
'and personal trust accounts 

.. ■ • . - . " ' ■' . - •'

l  |
Corporations, associations j 

and other investors Grand total

Sales 1 
, I

j
Qp.ota 1

f1

Percent
achieved Sales j Qinota

1  i

Percent
achieved

1
Sales j 

1
Quota j Percent

achieved

Alabama.. . . . . . . . . . . . . . . . . . . $ 71 $ 56 127# $ 72 $ 52 138^ $ 143 $ 108 I 32i
Arizona.• . . . . . . . . . . . . . . . . IT 17 10 L 19 . 15 127 ' 37 32 114
Arkansas.. . . . . . . . . . . . . . . . 38 31 122 26 27 95 67 58 109
Calif ornia-Ro............ .. 197 182 108 236 242 98 433 424 102
California-So.................... 167 207 81 267 215 124 434 422 . 1*3
C olorado................ .. 49 37 132 53 35 152 102 72 142
Connecticut.. . . . . . . . . . . . . 7S 99 79 432 354 122 5I I 453 7 113
Delaware................................ 16 15 105 42 & 124 58 % 118
D istrict of Columbia*.... J0 50 86 - 60 44 136 103 94 109
Plor id a........................ 84 58 145 7̂ 59 126 159 U7 136

Georgia..................... .. 122 70 175 88 67 131 210 137 153
Id a h o ..... . . . . . . . . . . . .  . . . l 6 15 109 112 10 120 28 25 114
I l l in o is . . ........................... 312 330 QR 868 591 l 4 j 1,180 921 128
Indiana. n s 118 100 187 139 134 304 257 118
Iowa.. . . . . . . . . . . . . . . . . . . . l l 4 89 128 134 107 126 248 196 127

Kq<I1S8<S» 71 65 IO9 54 *7 116 125 . 112 112
Kentucky. .............. .. 76 57 134 66 69 96 142 126 113
Louisiana................. .. 66 58 114 7^ 65 113 i 4o I 23 114
Maine.. ......-.......................... 23 27 84 39 27 143 62 54 ll4
Maryland..................... .. 95 84 113 236 112 210 331 196 • 169

(Continued on following page)



Subscriptions to Third War Loan Drive Compared with Quotas,by States and by Classes of Investors (Cont*d)
Final Report ^

(Dollars are millions)

State

Individuals, partnerships 
and personal trust accounts

Corporations, associations 
and other investors Grand,to ta l

Sales Qpota 
: .......

Percent 
achi eved Sales Qpota Percent

achieved Sales CMota !1i

Percent
achieved

Massachusetts.. . . . . . . .  . . . . $ 165 ? 176 94^ $ 707 $ ÊQ7 llGfo $  873' $ 783 112 $
M ichigan».......................... 21S 225 97 3W4 226 152 563 d5i 125
Minnesota.......... ........... . . . 102 9t> 107 1?6 120 ■ id7 279 . 216 129
M ississip p i.... . . . . . . . . . . dd 3^ 129 21 19 111 65 53 123
Missouri.. . . . . . . . . . . . . . . 125 129 97 2d6 191 129 372 320 l l 6'

Montana........................ 22 19 117 19 l 6 118 di 35 117
Nebraska................. ........... 52 d7 112 66 56 117 118 103 115
Nevada.. . . . . . .  / . . . . . . . . . 6 6 102 5 d 115 11 10 109
New Hampshire................. 12 13 92 39" 26 15O 51 39 131
New J e r s e y . . . . . . . .......... .. 167 185 90 5dd doo 136 710 585 121

New Mexico*. . . . . . . . .  .\. . . 10 12 80 8 2 di5 18 id 130
New York. S51 796 107 d,729 3,913 121 5,580 1+.709 118
North C a r o l in a . . . . . . . . . . 70 70 100 112 &  75 150 182 ld5 126
North Dako ,.h ..................... 21 17 12d id 12 118 35 29 121
Ohio«.................... .. 363 313 l l 6 7do 385 192 1,102 698 158 ,

Oklahoma. 58 129 68 55 I 2d 127 100 127
Oregon. . . . . . . . . . . . . . . . . . 86 58 ids 69 d6 150 155 lod ' ld9
Pennsylvania........... .. do5 388 iod 801 683 117 1,205 1,071 112
Rhode I sland.. . . . . . . . . . . . 26 31 8d 86 50 172 112 81 138
South Carolina.................. 30 33 92 d8 28 170 78 61 128

(Continued on following page)



.Subscriptions to Third War Loan Drive Compared with Quotas*by States and by Classes of Investors (Contr&)
Pinal Report 

(Dollars are millions)

----------------: -------------------------1

State

i

Individuals* partnerships 
and personal trust accounts

Corporations,, associations 
and other investors Grancb to tal

Sales Quota Percent 
achi eved Sales Quota Percent

achieved Sales 1 Quota Percent 
achieved 

. ........ . ■

South Dakota*
Tennessee,
Texas.
Utah.
Vermont,.. .» » ♦ .,.» » .. ».

$ 23 
*9

2 6 2

1 ?
ê

$ 20  
6k 

2 0 1  

20  

9

n v k
m
13 0

$ 4

86

$ lb 
3b 

2 5 8  

37
1 3

$ 15 
77 

2 1 9  
2 1  

18

127fo 
1 2 5  

' 118 
I 75
IO3

$ 42
1 8 5 \
5 2 O

3k
2 b

$ 35 
ih i 
k z t  

k i
2 7

1 2 1  $
1 3 1
124
13 2

' 9 8 '

V irg in ia » ,,..»•».»* ».»* 6 $
fil

7̂
pii?

93
92

1 2 5
i9c

79
10 3

1 5 8
1 3 b

1 9 4
2 2 1

1 5 3
1 9 1

127
lib

Washington.
-vWest V i r g i n i a . . » . . . .  

Wisconsin. », »»•»»••» * » 
Wyoming,

ox
6k
38

1

k z
10 3

s
~95

3k

71
2hs

7

3^
195

h

209'
12J
1 7 2

*35
346

1 5

76
2 9s

1 2

177
lib
122

Territories & possessions 20 11 180 1 ** 10 1 3 6 3 4 2 1 1 6 O

Sub tolîsiX* • • • ♦ * 5.343 ■ 4 , 9 9s 107 1 2 , 9 1 5 10 *0 0 0 1 2 9 >1 8 * 2 6 2 14,998 122

Unallocated. 3^ 2 - 2 1 - — 5 1 2

To t a l s , •»,». .»« 
feû & rn l trust funds* * .*

Grand totsil*• •••••••«•*

Ì 5*377 $5 ,0 0 0 108$ 1 2 .9 3 6

630

$10,000 123$ IB . 3 1 3  

6 3O
$1 5 ,0 0 0 122$

$5 . 3 7 7 - ) ^ ¡1 3 . 5 6 6 — ¡18,943

:___________ ' -------------------- -—
N o t e r ^ i S  are rounded and do not necessarily add to to ta ls . Percentages have Keen computed on unrounded 

figures.





TREASURY DEPARTMENT 
Washington

FOR RSUSASK, MORSIMG NEWSPAP&IS, Press Service
Tuesday. October 19« 1943. 3  *f ~~ / &

The Secretary of the Treasury announced last evening that the tenders for 

$1,000,000,000, or thereabouts, of 91-day Treasury bills to be dated October 21, 1943, 

and to nature January 20, 1944» which were offered on October 15» were opened at the 

Federal Reserve Ranks on October IS*

The details of this issue are as follows:

Total applied for - $1,413,861,000
Total accepted - 1,000,798,000 (includes $71,945,000 entered on a fixed-

price basis at 99.905 and accepted in full)

Range of accepted bids:

High - 99.926 Equivalent rate of discount approx. 0.293$ per annua
Low - 99.905 " ■ • • * 0.376JI " •
Average price - 99.905/ " # • 1 * 0.375$ * n

(66 percent of the amount bid for at the low price was accepted)

Federal Reserve Tbt&l Total
District Applied for Accepted

Boston • 49,900,000 * 38,714,000
Hew fork 788,491,000 496,725,000
Philadelphia 53,140,000 44,503,000
Cleveland 42,023,000 35,508,000
Richmond 29,510,000 26,127,000
Atlanta 20,110,000 15,882,000
Chicago 169,591,000 118,661,000
St. Louis 47,451,000 33,658,000
Minneapolis 29,398,000 25,896,000
Kansas City 29,787,000 27,849,000
Dallas U , 245,000 12,768,000
San Francisco 140.215.000 507,000

TOTAL *1,413,861,000 *1,000,798,000



trea su ry  department
Washington

FOR RELEASE, MORNING- NEWSPAPERS, P ress  S e rv ic e
Tuesday, Octo-ber 19 , 1943» No. 3 9 -1 6 .
1 0 -1 8 -4 3  r T n  ' "

/The S e c r e ta ry  o f .th e  T reasu ry  announced l a s t  evening th a t  th e .

ten d ers  fo r ; $ 1 ,0 0 0 ,0 0 0 ,0 0 0 , or th e re a b o u ts , of 91-day T reasury  b i l l s

to  be dated O ctober 21 , 1943? and to  mature January 20, 1944, which

were o ffe re d  on O ctober 15 , were opened a t  th e  F ed era l R eserve Banks

on O ctober 1 8 .

The d e ta i ls  o f ' t h i s  is s u e  a re  as fo llo w s :

T o ta l ap p lied  fo r  -  § 1 ,4 1 3 ,8 6 1 ,0 0 0
T o ta l accep ted  - 1 ,0 0 0 ,7 9 8 ,0 0 0  (in c lu d e s  $ 7 1 ,9 4 5 ,0 0 0

en tered  on a f ix e d -p r ic e  b a s is  a t  9 9 .9 0 5  and accep ted  in  
f u l l )

Range o f accep ted  b id s :

High - 9 9 .9 2 6  E q u iv a len t r a t e  of' d iscou n t approx. 0.293%  par
annum

Low - 9 9 .9 0 5  E qu ivalen t, r a te  of d iscou n t approx/■0,376% per
annum ■ ' . | m c

^Average -  9 9 .905/E quivalent .ra te  o f d iscou n t approx. 0,375% per 
p r ic e  annum

(66 p ercen t o f th e  amount b id  fo r  a t  th e  low p rice-w as accep ted )

F ed era l R eserve T o ta l :/■: T o ta l
D i s t r i c t , Applied fo r Accepted. ,

Boston § 4 9 ,9 0 0 ,0 0 0 $ 3 8 ,7 1 4 ,0 0 0
New York 7 8 8 ,4 9 1 ,0 0 0 496, 725,000
P h ila d e lp h ia 5 3 ,1 4 0 ,0Q0 4 4 ,5 0 3 ,0 0 0
C leveland 4 2 ,0 2 3 ,0 0 0 35, 508,000
Richmond 2 9 ,5 1 0 ,0 0 0 2 6 ,1 2 7 ,0 0 0
A tla n ta 2 0 ,1 1 0 ,0 0 0 1 5 ,8 8 2 ,0 0 0
Chicago 169 , 591,000 1 1 8 ,6 6 1 ,0 0 0
S t .  Louis 4 7 ,4 5 1 ,0 0 0 3 3 ,6 5 8 ,0 0 0
M inneapolis 2 9 ,3 9 8 ,0 0 0 2 5 ,8 9 6 ,0 0 0
Kansas C ity 2 9 ,7 8 7 ,0 0 0 2 7 ,8 4 9 ,0 0 0
D a lla s 1 4 ,2 4 5 ,0 0 0 1 2 ,7 6 8 ,0 0 0
San F ra n c isco 1 4 0 ,2 1 5 ,0 0 0 1 2 4 ,5 0 7 ,0 0 0

( TOTAL M $ 1 ,4 1 3 ,8 6 1 ,0 0 0 $ 1 ,0 0 0 ,7 9 8 ,0 0 0

- 0O0-



20 October 19^3

Hon. Henry Morgenthau,
Secretary of the Treasury,
Care of Lieut. General Mark W. Clark, If.S.A .,
Headquarters, F ifth  Army,
N A P L E S .
My dear Mr. Secretary:

In compliance with your request I give you herewith a brief 
report of acts of German cruelty and wanton destruction committed in 
Naples, chiefly during the three weeks before our capture of the city* 
This period is  called wThe Reign of T e rro rb y  Neapolitans. I am, 
of course, not giving any instances of damage to the city  or to indi
viduals which took place as a result of acts of war (bombings, e tc*).
The things that I l i s t  were unnecessary from any m ilitary point of view.

OFFENSES. AGAINST . THE CITY 
AS A WHOLE

1* Water Supply; When the F ifth  Army reached Naples we found 
that there was an almost total failure of the water supply, people were 
carrying water in pails, jugs, bottles and every type of container.
There was a small trick le  of water from some of the hydrants but many 
persons standing in line were unable to receive enough to quench th irst.- 
Naples had been famous for an abundant supply of pure water. The Germans 
had blown up the main aqueduct in seven places and a l l  of the reservoirs 
save one had been drained. By chance an Ita lian  had saved one reservoir 
by cutting the fuse after i t  had been lighted by departing Germans.
Allied Military Government took charge of the remaining reservoirs and 
by rationing made the supply go as far as possible. The hardship On 
the people of Naples, particularly those unable to go for water was 
great and there was much suffering, until the supply was rationed and 
until we established water distribution points for water d istilled  from 
the bay. The Germans were well aware that there was ample fa c ility  for 
our bringing in water for the troops, as was done in the desert campaign, 
so that this destruction of the city  supply was an act of cruelty against 
civ ilian s, young and old. The enemy likewise destroyed the pumping plants 
thereby making i t  impossible to raise the water, had any been available, 
to the higher parts of the city . The water mains in many parts of Naples 
were deliberately cut.
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2* Sewage System: The pumping fa c i l i t ie s  of the sewage disposal 
system of JTaples were destroyed. Thus, even had there been enough water 
to enable sewers to function, they would have been unable to do so because 
much of the Neapolitan sewage disposal depends not on gravity but on 
a series of pumps. The city  is  built on volcanic rock so that, even had 
there been space available for them, i t  was a l l  but impracticable to dig 
la trin es. The danger of epidemics of in testinal diseases, such as 
typhoid fever and dysentery, was obviously very great particularly at 
th is season of the year.

3* E lectric  Light and Power Systems; Naples was in darkness when 
we took over. The Germans had destroyed both the generators of the 
current and likewise the transformers* The Ita lian  metropolis depends 
largely on hydro-electric power not only for lighting, but for the 
water and sewage pumps, the mills for grinding wheat, the newspaper 
presses, the heating of buildings, cooking, and indeed practically  a ll  
power machines. This was one of the most serious conditions we had to 
meet# By hard work by our engineers the current is  now restored, in 
part, though we have had to follow a certain priority in alioting i t  
at f i r s t .

•̂* Transportation System; The street car system was wholly out of 
commission both because the e lectric  current had been cut off (see above) 
and because the Germans carried away or destroyed the greater part of the 
rolling stock. Buses also were taken away. A large number of them were 
found to the north of the city  where the enemy, unable to carry them 
further, had burned them. There are of course no taxicabs other than 
a few old wrecks, and only a few horse-drawn vehicles in the city*
People who are not physically strong enough to walk from one loca lity  
to another are practically  prisoners. This has seriously affected the 
earning capacity of many. The Germans carried away every automobile, 
both passenger and truck, that they could find. In some instances they 
took only the tire s  and destroyed or abandoned the bodies of the cars. 
Ambulances and fire-fig h tin g  vehicles were not spared,

5« Communication Systems; The telegraph lines were put out of 
commission. The main telephone exchange was blown up. Fortunately the 
Germans overlooked two small subsidiary exchanges.' By splicing the 
lines we were able to give the m ilitary authorities a limited number of 
lines within ten days. However business firms and private families are 
s t i l l  without telephones. The post Office was looted and destroyed 
(see below).
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Demolition of Hotels; The group of magnificent hotels along the 
Via Partenope, facing Vesuvius, used to be one of the outstanding groups 
of such institutions in the world*. Such names as the Excelsior, Vesuvio, 
Santa Lucia, Royal, e tc j,  are known to travelers everywhere* These 
buildings, without exception, were blown up and fire  set to what remained* 
They cannot be repaired. The only fir s t-c la s s  hotel le f t  was the Park Hotel 
(Parker’s Hotel), which was mined (see below).

9* Blocking of Tunnels; There are a number of tunnels in Naples 
bu ilt to give ready access from one quarter to another at a saving of much 
h i l l  climbing. These were blown up.

8. Bombing of Public Buildings: Besides the bombing of various public 
buildings for their immediate destruction, the Germans showed their usual 
cunning in setting time bombs so as to explod® after our arrival, thereby 
both destroying property and causing human death and suffering» A few 
instances w ill illu s tra te . On October 7, at 2{30 P.M., a violent explosion, 
caused by a time bomb hidden in the corner of the Post O ffice, destroyed the 
end of that building and tore an enormous hole in the stree t. There was 
considerable loss of l i f e ,  chiefly  civ ilian s* In a l l  30 people were killed , 
84. were severely injured (hospitalized), and 25 were sligh tly  injured.
I  was in my office across the street when the explosion occurred, I  went 
to the scene at once and helped give f i r s t  aid to the wounded. Many were 
women and children. In the Via Partenope a time bomb in the street exploded 
on October 3rd, at about dusk. Fortunately nobody was hurt though a few 
minutes before a group of workmen had passed over the spot. On October 11th, 
at 8:55 A.M., a time bomb set in the Ita lian  A rtillery Barracks, occupied by 
our 307th and 36th Engineers, exploded. Some 24 of our men were killed and 
47 wounded. This cannot be ju stified  as an act against our armed forces, 
for i t  was only by chance that we were using the barracks for soldiers.
I t  had been previously used by Ita lian  fam ilies. Every effort has been 
made to locate unexploded bombs and with much success, A time bomb and 
about 1500’ pounds of TNT were removed from the basement of the Park Hotel on 
October 2nd, before explosion occurred. On October 16th, an unexploded time 
bomb and 1600 pounds of TNT were removed from the building housing & part 
of the 82nd Airborne Division. Ordnance officers estimated that the bomb 
had about 3 days and 17 hours more to run, on the timing device, before 
explosion.

9* Opening of Prisons; Before their departure, the Germans released 
a ll  prisoners in the ja i ls  and prisons of Naples, of which there are about 
a dozen, one of them the largest in Ita ly . .While we have been able to re
arrest many of the criminals, this act of the Germans has been productive 
of danger and loss of morale to the c iv il  population,
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10* Demolition of Flour M ills: Naples, like most Ita lia n  c it ie s , 
grinds i t s  wheat a l i t t l e  at a time, rather than converting a whole crop 
to flour at once* Thus flour mills are an essential feature of the c ity ’s 
economic and welfare system* All of the large mills were wrecked by the 
Germans•

P.Qstruction of the University of Naples and of i t s  Famous 
Libraries t The University of Naples is : 'one of the oldest and most famous in 
existence* T̂he library of the Royal Society of Naples, one of the great 
learned societies of the world, was housed therein* I t  was put to the 
torch on 12 September, a l i t t l e  more than a fortnight before we took the 
city* We are collecting affidavits of the Rector and many faculty members 
and students* They agree that at about 3¡00 P*M*, a party of some 600 
Germans entered the University and announced that they were about to burn 
i t ,  in reta lia tion  for the fighting of Neapolitans, including students, 
against their troops* Cans of gasoline were brought in and the walls, 
furniture and books covered with i t ,  and the f ir e  was started* The fiper» 
men arrived soon thereafter but the o fficer in charge refused to allow them 
to enter* Two Carabinieri (m ilitary police) who tried  to stop the destruction 
were taken to the front entrance and phot* Many of the nearby houses were 
robbed, not only those of professors but of others* Several witnesses agree 
that the notorious Col* Scholl, Commander of German troops garrisoned in 
Naples, arrived in person when the work was finished and read a proclamation 
in German and Ita lian  announcing that the university had been wrecked as 
a punishment to Naples* When I  f i r s t  visited the ruined buildings the ashes 
of the Library of the Royal Society were s t i l l  warn and the pool of blood 
on the front steps, where the shooting of the Carabinieri was reported to 
have occurred, was s t i l l  evident*

12* Robbing of Hospitals: Directors of the several hospitals of 
Naples agree that the Germans before departure, carried off a l l  of the 
hospital equipment and supplies that they could find* Some of these 
institutions had p ractically  no medicines or dressings when we arrived*
Even establishments of the Ita lia n  Red Cross were not spared.

OFFENSES AGAINST INDIVIDUALS

In a report of this kind, prepared on a few hours notice, i t  is  not 
possible to give a detailed account of offenses against individuals* That 
must wait until our fin al report on German misdeeds in Naples is  completed*
The following incidents are taken at random from a mass of documentary 
evidence thus far gathered*
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There is  general agreement that Germans collectively  and individually 
robbed shops, homes and even people in the streets . This varied a ll  the 
way from ordinary highwayman's technique to burglary. Many individuals, 
not excepting those in high position, were carried o ff as hostages# Among 
such hostages were the Bishop of Cava dei Terreni and the Abbot of Badia 
at Corpo di Cava, Many people were beaten to make them disclose the where
abouts of supposed valuables. Women as well as men were subjected to such 
treatment. There were many murders, some of a sadistic nature, with muti- ; £ 
1ation of dead bodies, particularly those of women. One deposition says 
that ther/eye witness saw a man buried in a grave he had been forced to dig 
himself, being bayonetted before being thrown in . Often the populace were 
told to help themselves after the Germans had begun looting. Many of the 
more in te llig en t witnesses state that the k illin g  of Ita lian  civ ilians was 
not merely acts of individual German soldiers, but often in response to 
direct orders of th eir o fficers , a l l  as a part of a campaign to terrorize 
the people, "Booby traps" were placed not only in places where they might 
be set o ff by our troops, but where children and other civilians would 
find them. Many such people have been mutilated or k illed . There was 
much wanton destruction of propert}^, frequently associated with physical 
harm to people. Furniture not desired was smashed or burned, live-stock 
k illed , supplies of food destroyed or fouled so that i t  could not be used. 
Particularly cruel were the measures against those Italians between 18 and 
35 who failed  to respond to the German proclamation of September 22nd, 
requiring them to report for forced labor with the German Army,

I  wish that there were time to give you more details and to complete 
the report of the f ir s t  two weeks of the work of the Allied Military 
Government of th is great c ity , I  should like to give you further partic
ulars beyond what I could t e l l  you in a few minutes la s t  night. I  think 
that I may say, however, that we have achieved our,dual goal, Elrst that 
of keeping the burdens of governing th is war torn city  from the shoulders 
of our m ilitary Commander, whose entire attention is  needed for the leading 
of a great army. Secondly, we have been able to keep the c ity  running in 
something like a normal fashion, despite the handicaps imposed by war and 
by the German studied policy of destruction.

May I  wish you a safe journey home and once more thank you for your 
interest in what we are doing.

Respectfully yours,

(S) Edgar Erskine Hume

EDGAR ERSKINE HUME, 
Colonel, General S ta ff Corps, 

United States Army, 
Chief of M ilitary Government.



1 '20 October 19^3

Hon, Henry Morgenthau,
Secretary of the T r e a s u r y ■
Care of Lieut'. General MaPk'W. Clark, XJ. S.A.,
Headquarters, F ifth  ArmyV- 
N A P L E S .  • ; "y'  ■

Hy dear Mr. Secretary;

In compliance with your request I give you herewith a brief 
report of acts of German cruelty and wanton destruction committed in 
Naples, chiefly during the three weeks before our capture of the c ity . 
This period is  called nThe Neign of Terror* by Neapolitans. X am, 
of course, no't giving any instances of damage to the city  or to indi
viduals itfhich took place as a result of acts of war (bombings, e tc .) ,
The things that I l i s t  were unnecessary from any m ilitary point of view.

.* . OFFENSES AGAINST .THE CITY
AS A WHOLE ; V

1. Water Supply; When the F ifth  Army reached Naples we found 
that there was an almost total failure of the water supply. People were 
carrying water in pails, jugs, bottles and every type of container.
There was a small trick le  of water from some of the hydrhnts but many 
persons standing in line were unable.to receive enough to quench th irst., 
Naples had been famous for an abundant supply of pure water. The Germans 
had blown up the main aqueduct in seven places and a l l  of the reservoirs 
save one had been drained. By chance an Ita lian  had saved one reservoir 
by cutting the fuse after i t  had been lighted by departing Germans.
Allied M ilitary Government took charge of the remaining reservoirs' and 
by rationing made the supply go as far as possible. The hardship on 
the people of Naples, particularly those unable to go for water was 
great and there was much suffering, until the supply was rationed and 
until we established water distribution points for water d istilled  from 
the bay. The Germans were well aware that there was ample; fa c ility  for 
our bringing in water for the troops, as ŵ s done in the desertjcampaign, 
so that this destruction of the city  supply was an apt of cruelty against 
civ ilians, young and old, The enemy likewise destroyed the pumping plant 
thereby making i t  impossible to raise the water, had any been available, 
to the higher parts of the c ity . The water mains in many parts of Naples 
were deliberately cut.



.2. Sewage System: The pumping fa c i l i t ie s  of the sewage disposal 
system of Naples were destroyed. Thus, even had there been enough water 
to enable sewers to function, they would have been unable to do so because 
much of the Neapolitan sewage disposal depends not on gravity but on 
a series of pumps. The c ity  is  built on volcanic rock so that, even had 
there been speice available for them,. i t  was a l l  but impracticable to dig 
la trin es. The danger of "epidemics of in testinal diseases, such as 
typhoid .fever and dysentery, was obviously very great particularly at 
this season of the year. ' . ' \

3 . E lectric  Light and power Systems: Naples was in darkness when . 
we took over. The Germans had destroyed both the generators of the 
current and likewise the transformers. The Ita lian  metropolis depends 
largely on hydro-electric power not only for lighting, but for the 
water and sewage pumps, the mills for grinding wheat, the hewspapér, 
presses, the heating of buildings; cooking, and indeed practically  a ll  
power machines. This was one of tho most serious conditions we had to 
meet. By hard work by our engineers the current is  now restored, in 
part, though we have had to follow a certain priority in alloting i t  
at f i r s t .

h. Transportation System: The street car system was wholly out of 
commission both because the e lectric  current had been cut off (see above) 
and because the Germans carried away or destroyed the greater part of th e• 
rolling stock. Buses also were taken away. A large number of them were 
found to the north; of the city  where-the enemy, unable to carry them 
further, had burned them. There are of course no táxicábs other than 
a few old-wrecks, and only a few¿ horse-drawn vehicles in the c ity ..
People who are not physically strong enough to walk from one locality, 
to another are practically  prisoners. This has seriously .affected the 
•earning capacity of many. 'Hie Germans carried away every automobile, 
both passenger and truck, that they could find. In some instances they 
took only the tire s  and destroyed or abandoned the bodies of the cars* 
Ambulances and fire-fig h tin g  vehicles were not spared.

• 5* Communication Systems; The telegraph lines were put out of 
commission, The main telephone exchange was blown up. fortunately the 
Germans overlooked two small subsidiary exchanges. By splicing the 
lines we' were able to give the m ilitary authorities a limited number of 
lines within ten ’days, .However business firms and private families are 
s t i l l  without telephones. The Post Office was looted and destroyed . .
( see below), .
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6» Demolition of Hotels; The group, of magnificent hotels along the 
Via Partenope, facing Vesuvius, uOed to be one of the outstanding groups 
o f* such institutions in the world# Such names as the Excelsior, Vesuvio, 
Santa Lucia, Royal, e tc5, are known to travelers everywhere# These 
buildings, without exception, were blown up and fire  set to what remained# 
They cannot be repaired. The only fir s t-c la s s  hotel le f t  was the Park Hotel 

f  (Parker’s Hotel), which was mined (see below). ’

7» Blocking of Tunnels: There are a number of tunnels in Naples. . 
b u ilt to give ready access from one quarter to another at a saving of much 
b i l l  climbing# These vxere blown up.

8* Bombing of Public Buildings : Besides the bombing of various public 
“* buildings for their immediate destruction, the German's showed their usual 

cunning in' setting time bombs so- as to explode after our arrival, thereby 1 
t, : both destroying property- and causing human death and suffering# A few '

, instances w ill illu s tra te . Oh October 7, at 2:30' P.M., a violent explosion, 
'caused by a. time bomb hidden.in the corner of the Post Office, destroyed the 
.end of that building and tore an enormous hole in the7 stree t. There was 
considerable loss of l i f e ,  chiefly  civilians#; ■ ■■; In a ll  30 people were killed , 
84. were severely injured ('hospitalized), and 25 were sligh tly  injured#
I. was in my office across the street when the explosion occurred# X went. ■ 
to the scene at once and helped.give f i r s t  aid to the wounded. Many were 
women and children. In the. Via Partenope a time, bomb in the street exploded 
oh October 3rd, at about dusk# Fortunately nobody was hurt .though a few , 
minutes before a group of workmen had passed over thè spot. On October 11th, 

■ at 8*55 A*M#, a time bomb set in the Ita lian  A rtillery  Barracks, occupied by 
our 307th and 36th Fngineers, exploded. Some 24 of our men were killed and 
47 wounded. This cannot be ju stified  as an act against our armed forces, 
for i t  was only by chance that we were, usings the barracks for.so ld iers.
I t  had been previously used by Ita lian  fam ilies. Every"effort.has been 
made to locate unexploded bombs and with much success, A time, bomb and 
about 1500 pounds of TNT were, removed from the,basement of : thè Park Hotel on 
October 2nd, before explosion .ocçurred. On October 16th, an-unexploded time 
bomb and 1*600 pounds of TNT were removed from the building housing a part 
of the 82nd Airborne Division#'.' Ordnance officers-estimated that the bomb 
had about 3 days and 17 hours more to run, on the timing device, before 
explosion# ’

9# Opening of. Prisons: Before their departure, the Germans released 
a ll  prisoners in the, ja i ls  and-prisons. of Naples', of which theré are about 
a dozen, one of them the largest ip Ita ly , /'"While we have been able' to re- 
arrest many qf the criminals, this act of the Germans has been productive 
of danger and loss of morale.to the c iv il population.



Ft

4 -

10« Demolition of Flour M ills: Naples, like  most Ita lia n  p ities , 
grinds i t s  wheat a l i t t l e  at a time, rather than convertingw hole crop 
to flour at once* Thus flour mills are/an essential feature of the c ity ’s 
economic and welfare system* All of the large mills were wrecked by the 
Germans* •

11. Destruction of the University of Naples and of i t s  Famous 
Libraries: The University of Naples is  one1 o f the oldest -and most famous in 
existence. The library of the Royal Society of Naples, one of the great 
learned societies of the world, was housed therein. I t  was put to the 
torch on 12 September, a l i t t l e  more than a fortnight before we took the 
pity,. We are collecting affidavits of the Rector and,many faculty members 
and students* They agree that at about 3:00 P.M., a party of some 600 
Germans entered the University and announced that they were about to bur* 
i t ,  in retaliation  for the fighting of Neapolitans, including students, 
against their troops* Cans of gasoline were brought in «and the walls, 
furniture and books covered wi^h i t j  and the f ir e  was started* The fire~ 
men arrived soon thereafter but the o fficer in charge refused to allow them 
to enter* Two Carabinieri (m ilitary polie'e) who tried to stop the destruction 
were taken to the front entrance and shot. Many of the nearby houses were 
robbed, not only those of professors but o f others* Several witnesses agree 
that the notorious Col* Scholl, Commander of German troops garrisoned in 
Naples,, arrived in person when the work was finished and read a proclamation 
in German and Ita lian  announcing that the university had been wrecked as 
a punishment to Naples  ̂ When I  f i r s t  visited the truined buildings the ashes 
of the Library of the Royal Society were s t i l l  warm and the pool of blood 
on'the front steps, where the shooting of the Carabinieri was reported to 
have occurred, was s t i l l  evident*

12* Robbing of Hospitals: Directors of the several hospitals of 
Naples agree that the Germahs before departure, carried o ff*a ll of the 
hospital equipment and supplies that they could find* Some of these 
institutions had practically  no medicines or dressings when we arrived*
Even establishments of the Ita lia n  Red Cross were not spared*

OFFENSES AGAINST INDIVIDUALS
♦

In a report of this kind, prepared "on a few hours notice, i t  is  not 
possible to give a detailed Recount of offenses against individuals* That 
must wait until our fin al report on Oeircan misdeeds in Naples is  completed*
The follow ing in c id en ts  are taken a t  randon) from a mass o f documentary 
evidence thus f a r  gathered*

H iB  r 1 'll
I , * m

m
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There is  general agreement that Germans collectively  and individually 
robbed -shops, homes and even people in the streets. This varied a ll  the 
way from ordinary highwayman’s technique to burglary. Many individuals, 
not excepting those in high position, were carried off as hostages. Among 
such hostages were the Bishop of Cava dei Terreni and the Abbot of Badia 
at Corpo di Cava. Many people were beaten to make thdm disclose the where
abouts of supposed valuables. Women as well as men were subjected to such 
treatment. There were many murders, some of a sadistic nature, with muti
lation of dead bodies, particularly those of women* One deposition says 
that the eye witness saw a man buried in a grave he had been forced to dig 
himself, being bayonetted before being thrown in . Often the populace were 
told ,to help themselves after the Germans had begun looting. Many of the 
more in te llig en t witnesses state that the k illin g  of Ita lian  civilians was 
not merely acts of individual German soldiers, but often in response to 
direct orders of their o fficers , a l l  as a part of a campaign to terrorize 
the.people. MBooby traps” we re placed not only in places where they might 
be set o ff by our troops, but where children and other civilians would 
find them. Many such people have been mutilated or k illed . There was 
much wanton destruction of property, frequently associated with physical 
harm to people. Furniture not desired was smashed or burned, live-stock 
killed , supplies of food destroyed or fouled so that i t  could not be used. 
Particularly cruel were the measures against those Italians between 18 and 
35 whô  failed  to respond to the German proclamation of September 22nd, 
requiring them to report for forced labor with the. German Army.

I  wish that there were time to give you more details and to complete 
the report of the f ir s t  two -weeks of the work of the Allied M ilitary 
Government of th is great c ity . I  should like to give you further partic
ulars beyond what I  could t e l l  you in a few minutes la s t night. I  think 
that I may say, however, that we have achieved our dual goal. First that 
of keeping the burdens of governing th is war torn city  from the shoulders 
of our m ilitary Commander, whose entire attention is  heeded for the leading 
of a great army* Secondly, we have been able to keep the city  running'in 
something like a normal fashion, despite the handicaps imposed by war and 
by the German studied policy of destruction* "

May I  wish you a safe journey home and once more thank you for your 
interest in what we are doing*

Respectfully yours,

(S) Edgar Erskine Hume 

EDGAR ERSKINE HOME,
x Colonel, General S ta ff Corps, i

United States Army,
Chief of M ilitary Government,



who have recently had the sa tisfa c tio n  of fu ll  employ

ment and who w ill be re s tle ss  i f  there is  too much 

slack# We know, and the businessman knows, that his

whole future -ftfetoare..

| | is  a t  stake*

But we need not end on a pessim istic note# The 

businessman who converted from peace to war can con- 

vert from war to peace# For a time there may be loss 

of momentum* But I predict that speed w ill return to 

the machine as the challenge of the undiscover&ble

future is  accepted. And I venture the prophecy that 

in the end the businessman w ill be glad that he did 

the job him self, that in a c r is is  business enterprise  

did not f a i l  to perform i t s  h is to ric  function, and 

that in the process the businessman kept Government

i;

Assistance
I



in s ta b ility  or in secu rity? Change "with i t s  long arm# 

i t s  disturbing touch# i t s  decree of events not yet 

m anifest’1# has come to a l l  the folkways of business. 

Invention was never so fe rtile #  The pace of events 

is  te rr if ic #  The tempo of the 19th Century has gone 

forever. The old order has perished*

At the same time the resp o n sib ilities  of the 

businessman were never so g re a t, lot the le a s t of 

his d if f ic u ltie s  is  the coming tran sitio n  period.

This involves more than most of us can c le a rly  fore*  

see* But some outlines appear in the distance* We 

know that depleted world supplies and vast accumulated 

savings may well present a peacetime demand for good» 

such as the businessman has never known. We know 

that when peace he w ill be dealing with employe

who have
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function of the ca p ita l markets would be sharply cur* 

ta ile d .

The Treasury| therefore, has opposed the deduction 

of postwar ca p ita l outlays from wartime income, as well 

as other arb itrary  reductions in the wartime tax base.

I am sure that the major part of our business leadership  

does not believe that a f te r  four consecutive years of 

in d u strial prosperity Government subsidies in the guise 

of postwar reserves are e ith er necessary or wise. Re

finements in the income-tax base a re , of course, quite 

another m atter.
*

I t  would be a masterpiece of understatement to  

say th at h istory  has never recorded anything like the 

times in which we l iv e , and the times in which we shall 

live when victory  is  won. Was there ever such

in s ta b ility  or



postwar concern# The postwar in d u strial competitive 

structure w^uld be enormously biased in favor of the 

existin g  p rofitab le  corporation#

Another unfortunate re s u lt  «riitì^follow from the 

Indiscriminate deduction of postwar ca p ita l outlays 

from wartime income. I t  i s  the function o f  our ca p ita l  

markets to place the liquid savings of individuals a t  

the disposal of corporations with the highest prospective 

return upon investment. I f  corporate funds are to be 

provided by the remission o f wartime taxes« i t  becomes 

impossible to secure th is best investment of individual 

savings. These subsidies would be completely unrelated  

to need« or to the postwar prospecta of the industry to 

which they were paid. The d irection  o f investment cue* 

tomary in the ca p ita l markets would be warped« and the

function of the
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to asso rt th at our wartime tax structure is  p e rfe c t. 

But I do say that the arb itrary  reduction of the war

time tax base on account of postwar expenditures not 

related» in an accounting sense» to wartime revenue 

would not improve the situ ation  any* Such a remission 

of taxes» which would otherwise have been levied on 

wartime income» would represent Government subsidies 

of the most discrim inatory ch aracter.

The Government would be underwriting the postwar 

ca p ita l expenditures of a corporation making excess 

p ro fits  during the war more heavily than a corpora

tion earning only normal p ro fits  during the war 

period. Two types of concerns would receive l i t t l e  

or no benefit from such a treatment of postwar ex

penditures — the war casualty concern and the new

postwar concern*



« *  36 * *

p oten tial refund resu ltin g  from the loss« A fin a l  

reckoning could be made the following March IS« I 

be H ere th is  approach can more adequately meet the 

cash problem of those corporations with re a l  need 

than any re serre plan which has y et come to my a tten 

tion* I t  would immediately free the liquid asse ts  

th at corporations hare accumulated fo r payment of  

th e ir  tax l i a b i l i t i e s ,  but does not grant them any 

more to ta l  refund than th eir legitim ate claim# 

there would be no subsidy element in such a proposal* 

Postwar Employment Stimulation

The la s t  argument on behalf of the wholesale 

deduction of postwar reconversion expenses from wartime 

income Is  th at employment a f te r  the war may be stimu

lated  by such a device* I should be ths la s t  person

to asso rt



-  35 «►

I have said th is was not b asica lly  a tax problem, 

but i f  prompter refunds of taxes to which firms are 

en titled  can be made, then the tax structure can make 

a substantial contribution in easing th is tran sitio n al  

period. In the years in which losses are being incur

red , corporations are now required to make quarterly  

payments on th eir preceding y ear’ s tax l i a b i l i t i e s .  

These payments are required even when the following 

March 15 w ill find the corporation suffering losses  

or declines in income with a cre d it balance in the 

Treasury#

reduce th is cash d rain , the Treasury suggested 

to the Ways and Means Committee that a postponement of 

p rior y ear’ s taxes be granted when corporations a n tic i 

pate losses* This postponement could equal the

p oten tial refund
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Ï grant that there is  th is danger for many corpora

tions* But I say th at th is  is  not b asically  a tax  

problem* I t  is  a problem on a much broader front than 

the tax front* Some procedure w ill have to be devel

oped fo r meeting th is situation* A ll the reserves in 

the world w ill not help corporations out of th is  

d ifficu lty *  The question must be tackled in connec

tion  with the termination of war co n tra cts , end devices 

w ill have to be employed to keep our corporations on 

the job of producing postwar goods and giving postwar 

employment. One such device which has been developed 

is  the Government-guaranteed loan under Regulation ¥  

issued by the Board of Governors of the Federal 

Reserve System.

Î have said
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Liquidity of Business Enterprise

I now com® to the second argument made by those 

who favor the inclusion in reconversion costs of a l l  

expense® of the immediate postwar period* Their 

argument is  that the vast corporate accumulations of 

which I have spoken are not in liquid form* They 

are invested in plant and equipment, inventories, and 

accounts receivable* As such they cannot be used to 

pay obligations certa in  to mature iiamediately upon 

the cessation of h o s ti l i t ie s *  Gash available w ill  

be in su fficien t fo r the payment of dism issal compensa-

tion and immediate reconversion costs# Corporations 

w ill face serious cash shortages which may in many 

cases be ruinous*

I  grant that
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1939, and over 40 percent doubled th e ir  1939 lev el of 

earning» a fte r  taxes* The year 1939, you w ill r e c a ll ,  

was generally a b etter year than e ith er 1936 or 1937* 

Viewing th is  period of unrivalled prosperity of 

corporate enterprise when measured by net income a f te r  

ta x e s , i t  would be an indictment of our enterprise  

system i f  tax reduction were required to create  i t s  

share of postwar jobs* Corporations may well need 

contract cancellation  r e l i e f ,  but the deduction from 

wartime income of unrelated postwar expenditures would 

be nothing more than a subsidy program at the Very 

time when in d u strial prosperity  is  at i t s  g reatest  

in history*

Liquidity of Business Enterprise
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accm ul& tqjfor the years 1942* 1943 and 1944 a to ta l  of 

nearly $14 b illio n  of undistributed corporate p ro fits }

The figures Ï have given you are the p ro fits  of 

a l l  corporations, including the d e fic its  of those with 

losses* You w ill find from the record of the Ways and 

Means Committee that the figures fo r corporations with 

net income are even higher* From our analysis of a 

sample of 660 corporations, prepared by the Department 

of Commerce, we have found that increased corporate  

earnings have been widely d istrib u ted . I t  is  true that 

some businesses are suffering as a resu lt of the war, 

while others are securing a re la tiv e ly  large share of 

increased war p ro fits*  However, of th is  sample, three- 

fourths report more net income a fte r  taxes in 1942 than in

1939, and over
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1943* But ta x e s , even of th is magnitude, have not kept 

pace with risin g  earnings* Corporations, in 1942, w ill 

have l e f t  a f te r  taxes $8*1 b illio n , and in 1943 more 

than $8*5 b illio n , sums more than double the $3*9 

b illio n  l e f t  a f te r  taxes for the year 1937, and equal 

or greater than the $8*1 b illio n  of income a fte r  taxes

in 19291

Her have our high war taxes substan tially  affected  

dividends paid* The average of dividends paid fo r the 

years 1936 to 1940 was $4 .1  b illio n , reaching the high 

figure of $4*8 in the year 1937* For the years 1941, 

1942, and 1943, dividends are estimated a t $4 .5  b illio n , 

$4 .1  b illio n , and $4 .0  b illio n , respectively* Even 

a fte r  taxes and dividends paid, corporations w ill have

accumulated
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unimpressive columns on these pages are l i t t l e  short 

of sensational. l e t  income (excluding dividends re 

ceived) has reached the estimated level of $22 b illio n  

for the calendar year 1943. She e stin ate  for 1944 is  

$24 b illio n . These figures are comparable to the 

figure of $5 b illio n  fo r the year 1987, which was one 

of the most prosperous years of the"*|hirties.

Some of you w ill say that taxes have also risen  

and that we should regard not to ta l  net income, but 

net income remaining a f te r  taxes» I agree, taxes have 

risenj they hâve been m ultiplied many times* Total 

corporate l ia b i l i t i e s  for income and excess-p ro fits  

taxes , amounting to s lig h tly  over $ 1 -1 /4  b illio n  fo r  

1937, have climbed to $13-1 /2  b illio n  for the year

1943. But taxes ,
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from the deduction of a l l  types of expenditure from 

wartime income w ill enable a higher level of employ- 

ment a fte r  tine war by stim ulating these expenditures. 

Adequacy of Met Income A fter Taxes 

^ These arguments are made fo r the most part by 

in terested  persons and should be washed in what Holmes

called  the wcynical acid of d is t r u s t .w Take f i r s t  the 

argument th at i t  has been impossilbe during the war 

for corporations to accumulate earnings for postwar 

expansion. The argument simply does not hold water.

I c a l l  your atten tion  to certa in  data submitted to 

the Ways and Means Cornait tee on October 4 , 1948, and

appearing on page 103 of the unrevised report of the

hearings before that Committee. The figures in the

unimpressive columns



The Broader Meaning of Reconversion

So much fo r the problem of reconversion costs in 

the narrower sense of th at tens »«■ costs which re la te  

to war income* As I  said e a r l ie r ,  there is  a school 

of thought which views reconversion more broadly, and 

includes in the term a l l  expenditures made in the 

immediate postwar period. In ju s tif ica tio n  of th is  

attitu d e i t  is  said that wartime taxes take away such 

a high proportion of wartime income that taxpayers 

cannot accumulate in the war su ffic ie n t earnings fo r  

postwar expansion and growth. Another group, acknowl

edging the adequacy of corporate earnings, believe that 

lower wartime taxes are necessary to insure the 

liq u id ity  of these accumulated earnings a f te r  the 

war. I t  is  also argued that tax  savings resu ltin g

from the deduction



enter a twilight zone* Cases arise  in which the context 

of postwar events becomes obscure* Who knows th at  

context now? And who does not know that i t  w ill vary  

from firm  to firm? I cannot answer these questions today* 

My purpose th is afternoon is  to s ta te  problems which you 

can evaluate b etter than 1«

The Broader Meaning of Reconversion
. • - f  nn nmr - i—------ n-------1---------  ----------"■ ■ ■  ... .. mu ■ ■ ■  nm .......... **i* u»*r
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recipients of dism issal compensation* F in a lly , because 

the problem of relocation  and adjustment may be most 

severe for the lower paid employees, i t  may be necessary  

to impose some lim itation  upon the to ta l  amount which may

be paid to any one employee*

You w ill, of course, have in mind that such re strictio n s

would not prevent any individual firm from making larger  

payments to employees i f  i t  desires# The lim itation s  

apply only to any sp ecial treatment to be accorded to these

types of payment#

The costs of returning plants to th e ir  pre-war 

condition and dism issal wages do not exhaust the possible 

postwar co sts which might be included under the heading 

of reconversion* However, as we extend the l i s t  we soon

enter a tw ilight sone*
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You w ill say th at the adm inistrative problems in 

determining dism issal compensation are re la tiv e ly  simple 

when compared with the problems involved in the re—arrangement 

of f a c i l i t i e s .  Dismissal wages can be e a sily  segregated.

But I remind you th at the problem is  more subtle than 

appears upon the su rface.

I f  we would prevent abusesf i t  w ill be necessary to 

adopt ce rta in  re s tr ic tio n s  and lim ita tio n s. %e may be 

obliged to place a lim itation  upon the number of weeks 

of wages or salary  to be paid to any one employe®. This, 

on the theory that only a reasonable payment to carry  the 

dismissed employee over a period of readjustment may be 

recognised as a war c o s t . We may have to  adopt some 

non-disoriminatory provision which w ill prevent the 

selection  of fav o rite  or higher paid employees as the

recip ients of
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is  a common p ractice  to show reserves on balance sheets 

which are not tax  deductions*

Dismissal Wages

I f  I could leave th is  subject at th is  point, I am 

sure that we could a l l  go home with a comfortable feeling  

that the problem, while d if f ic u l t ,  i s  not insuperable. We 

could fe e l that somehow answers would cross tables as the 

debate unfolded. But machines, whether over- or under- 

maintained, do not run themselves. In the postwar period, 

as now, they w ill have to be operated by many of the men 

and women who are working at them today* There w ill be 

a hiatus in which these workers w ill have no machines to 

operate. Some of them w ill have moved to expensive defense 

areas* They w ill be people with a thin margin of security  

for a period of unemployment* They w ill need dism issal wages*

You w ill say



tlon by the Interstate Commerce Commission in 1942 of

charges fo r deferred maintenance did not give rise  to

substantial deductions* With Interstate uommerce uomfcixs s i on

approval, only 28 companies charged $11 m illion fo r deferred

maintenance in 1942* This amount may be compared with

to tal maintenance expenses in 1942 of Class I railways of

slig h tly  over $2 b illio n , or 1 /2  of 1%. Although 15

companies have been authorised to cnarge #7 million for

deferred maintenance in  the f i r s t  seven months of 1943,
»* . *»•■.

addition# to deferred maintenance reserves in 1943 have 

been less then the charges against the 1942 reserves. In

making good in  1943 of 1942 under-maintenance 

is  in excess of^under-m&intenance in 1943*

In interpreting these fig u re s , i t  must be remembered 

th at they are not accepted fo r tax  purposes* However, i t

is a common practice
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formula, I should be delighted to have i t .

D ifficu lties  with the problem of deferred maintenance 

do not end at th is  p oint. The term over-maintenanoe is  not 

frequently used, but there is  such a thing* i t  d is to rts  

war income just as much as does under-maintenance. One

may be permitted some doubt as to how serious and extensive 

under-maintenance may accu rately  be said to be. All of you 

have seen i t  in  the case of sp ecific  machines and particular  

equipment. But i t  would be imprudent to generalize from 

sp ecific  items of under-maintenance to the broad area of 

the en tire  business of a firm or over a whole industry. 

Under-maintenance of certain  asse ts  may be more than 

balanced by over-maintenanee of other a s s e ts .

Even in the case of the railroad s — the most generally 

cited  example of sig n ifican t under-maintenance — authoriza

tion  by the



charge against(\çuch)revenues in view of th e ir  true 

economic l i f e .  The definition  of wartime income would 

hardly be improved i f  fu rther deductions connected with 

these f a c i l i t i e s  were allowed.

Deferred Maintenance

There has been much fluent ta lk , and much ink has

been sp ille d , in an attempt to  prove th at deferred

¿2/4 (X»
rn.intea.no ̂ ^Should be included u n to  U*> keaéfog-«̂

,dF -pt*£
u p

reconversionA
le  have studied this

problem ca re fu lly , but we have fa iled  to find any method

or formula which w ill s a t is f a c to r ily  recognise differences

between industries and give proper e ffe c t to  changes in

the price le v e l, changes in the volume of production, and 

changes in  the relationship  between maintenance outlays

and production. I f  any of you can suggest an adequate

formula, I should



product was war induced or was the culmination of prewar 

plans* How can cases of th is  kind be s a tis fa c to r ily  sep

arated?

th a t treatment sh a ll be given to f a c i l i t i e s  presently  

owned by the Government but purchased and converted to 

peacetime production by private industry? Should the con

version of f a c i l i t ie s  amortised under c e r t i f ic a te s  of 

n ecessity  be o ffse t against war income? Surely the 

conversion of such f a c i l i t i e s  represents a ca p ita l outlay  

to be charged against income from peacetime products and 

not against war revenues* Of course, the co st of dismantl

ing and scrapping f a c i l i t ie s  amortised under c e r tif ic a te s  

of necessity  are war co sts ; but i f  such f a c i l i t i e s  are 

used in  peacetime production, then complete am ortisation  

against wartime revenues has represented too large a

charge against
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Tbe next d iffic u lty  is  also one of classification. 

Ra-arrangement expenses do not n ecessarily  constitute 

proper charges against war v e n u e s .  Some of them m y be 

proper charges against peacetime revenues. How sh all 

we t e l l  in  the case of p articu lar items of expense whether 

they are properly chargeable against one type of revenue
9

or the other? The answer to  th at question, as i t  arises  

in respect to  sp ecific  item s, is  easier fo r the c lie n t  

than his adviser who probes below the surface of things. 

For example, suppose th at a firm  does not return to i t s  

id en tical prewar productive p attern . Or suppose that it 

does not go on producing the same prewar product. Are 

reconversion expenses in such oases n ecessarily  chargeable 

against war production? Or should the answer to th is  

question d iffe r  according to whether the s h if t  to a new

product was



Reconversion Costs to  be Charged Against War

Even with a decision made in favor of that technique* 

the road is  fa r  from c le a r . le  immediately encounter 

d if f ic u ltie s  in  the sp ecifica tio n  of war co sts  properly 

related  to wartime income.

Coats of Reconverting f a c i l i t i e s

Take f i r s t  the case of co st connected with reconvert

ing plant f a c i l i t ie s  to peacetime production* Outlays for 

readapting, re-arranging, dismantling, and re in sta llin g  

plant and equipment would have to be segregated from 

other expenditures, and further c la ss if ie d  into ca p ita l  

expenditures and deductible expenses. The d is tin ctio n  

between expense items and ca p ita l outlays is  an old friend  

to those of you who have been concerned with tax  law for 

the la s t  few years*

The next



Some of these proposals lose sight of the fa s t  th at reserves 

are a method of refining taxable income* In f a c t ,  one plan 

has pushed the broadening of reserve charges to  i l l  lo g ical

extension» .and required no charges against the reserv e», fho 

harmful re su lts  of such a procedure I sh all discuss la te r .

I am trying to give you as simply as I can the reasons 

why we bo Hove t  ̂up t'sen conse by

4 ^
way of a further refiaem at 4*  the p— wt oarry-back fW - * >
\s’- \

have to pass the te s t  of adm inistrative f e a s ib i l i ty . te  maka

th is suggestion not because we wish to deny appropriate r e l ie f ,  
/" ‘ * '■

but rath er because we are looking fo r a method which w ill give 

equitable and su ffic ie n t r e l ie f .

Reconversion costs



reserve account* Will I t  be easy for such a taxpayer to

avoid thinking of that balance as his own? W ill he readily

recognize that the portion of the reserve which represents

remaining taxes belongs to  the Government? I think most

taxpayers, even most corporate taxpayers, are more human than

Si;
that* Their natural reaction  w ill be to forget the original

purpose of the reserve deduction and to attempt to broaden

the charges against the reserve beyond those which we might

now agrse m m appropriate* Such an extension of deductible

expenses might well be a g reater step away from improvement

in the wartime tax base than the orig inal reserve deduction

would have been toward such improvement*

This p o ssib ility  is  no straw man* 1 need only re fe r  

to some of the proposals to the Ways and Means Committee*

Some of



fu tu re , the amount of any reserve established today must 

of necessity  be arb itrary * th is  leads to the reasonable 

requirement that estim ates of future reconversion co sts  must

y. ; *v : ' \ ' • . ' , :
be subject to some lim itation* Lim itations are crude In

struments* They would create  hardships for those firms with 

elig ib le  postwar co sts in excess of the lim itation  employed* 

They would make available excessive deductions to those ¿.Iras 

with few or no e lig ib le  postwar costs* Under this technique

no one would have security*

But I t  is  smoothly argued that lim itation s w ill do no 

inequity becauseXVny unused balance in a reserve account 

w ill be returned to taxable incm^Nj^a^aUr years^  This 

leads to the third objection to the reserve approach* I  

taxpayer in future years has a large unused balance in his

reserve account*



appears to be a simple matter to create  a reserve through 

deductions from current Income against which specified  

postwar co sts  may be charged a t a la te r  date# I t  is  urged 

that such a procedure i s  en tire ly  safe because any unused 

balance can be returned to taxable income in la te r  years#

How can the Government be harmed under such circumstances?

The reserve technique requires in  & period of Intense 

uncertainty an ticip ation  of the co st of reconversion a t  a 

date no one yet knows« Ho one can make a reasonable estimate 

a t  the present time of the magnitudes of such costs# They 

may be la rg e ; they may be smaller than most of us anticipate*  

The reserve method requires us now to make a reasonable precise 

guess as to the unknown future*

Since none of us can safely p red ict the d e ta ils  of the



speaker is  to discuss th is  sp ecific  adjustment, I g l ^ l y  

yield  the f ie ld  to him. In passing, however, I would like

to c a l l  your atten tion  to the im plication of the present  ̂

carry-back provisions when stated as reserve plans. 1»
V —Q 1— * >¡¡¡¡¡I

■to A
F6 86PW of 100 percent &L

two ye&rs  ̂ income*

The carry-back provision has received l i t t l e  a tten tio n . 

The reserve technique has many vocal adherents. This in

wÈÈÈÊÊm
spite of the fa c t  that the carry-back procedure requires no

'

adjustment in current income and no d if f ic u lt  an ticip ation  

of reconversion co s ts . I t  provides the simpler technique of 

charging postwar co sts  to wartime income a t  a time when the 

costs are known or d efin itely  ascerta in ab le .

The reserve approach has seductive appeal, since i t

appears



*4» i4»

lu Reconversion Cost®

F i r s t ,  1 s t  as consider the methods of charging re*

conversion costs against wartime income* H istory M y b o a

good teacher here* In the 1042 Act Congress enacted % two*year 

carryback of net operating losses and unused excess*proflts  

cred its*  2te purpose of th is provision was to make adjust*

mente against wartime incos» for postwar costa d ire ctly

related  to the war, as trail as to average Income over the

war period. The extent to  which th is  in d irect allo catio n

of postwar costs w ill re su lt in ta x  savings equivalent

to a d irect a llo catio n  depends on * any fa c to rs  now indeterminate*

In the main, the extent of the r e l ie f  afforded by the

5 V : , : * |! " j
provision w ill c spend upon the pattern  of income, both in 

the war years and the period of reconversion, as w ell as 

the tax  stru ctu re over th is en tire  period# Since another

speaker is



This makes the question of reserves for reconversion a 

m atter of pressing concern to the Government* We might, though 

you would not, be cavalier about a bookkeeping reserve. We 

dare not be cav alier about a deductible reserve* Rigorous 

te s ts  must be applied to determine whether Government in terests

suffer and what the e ffe c ts  on industry w ill be* We have to ask 

the question whether, in the la rg e st orbit of the public interest, 

an arb itrary  tax adjustment may not do more harm than good.

Tniw if mi....... the respon sib ility  involved in the fldeter-

aination of a deductible reserve^ How shall we charge reconversion

costs to the income with which they are properly to be associated?

What costs shall be allowed? These questions are much more easily

asked than answered, even though we use the term "reconversion" in 
; ' \

the narrow sense of postwar costs d ire c tly  re la ted  to wartime incomi.

Method of Charging Reconversion |
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l e t  income remains what the future le ts  i t  be# The

stockholders inchoate in te re s t in the corporate p ro fits

remain^ «hat i t  would have been i f  no entry had ever been

made#

But i t  is  a very d ifferen t matter when a deduction 

is  allowed for tax  purposes# The Government takes less — 

the corporation keeps more. The ultim ate corporate p ro fits  

a fte r  taxes remain higher* Stockholders* equities stay  

at a higher level* Stockholders may even be vouchsafed more 

dividends* The question i s  not merely one of checking the 

accuracy of the d irectors* prophecies# I t  becomes the
a

serious matter of earnings remaining a f te r  taxes, which 

involves governmental revenue a t a c r i t i c a l  time and perhaps 

the competitive position of firms In the same Industry*

This makes



not yet made th eir appearance on the horlson*

The difference between the general and the specific  

has acute relevance when we add another consideration to 

the equation* I t  becomes a matter of intense concern to  

the Government when the suggestion is  made that a deduction 

be allowed for reserves fo r reconversion* The question is  

no longer simply what informed d irecto rs  report to stock- 

holders* Mot a l l  stockholders read balance sheets too 

carefully# Those who read carefu lly  know that reserves  

mean what the d irecto rs intend thorn to mean. Reserves on 

a balance sheet a re , th erefore, l i t t l e  more than a n o tice , — 

a record of the d ire c to rs1 guess as to the shadow of coming 

events. The thing anticipated  happens, or i t  does not 

happen, and a book entry does not change the course of events.



in i t s  broadest sense, thinking of the term as including 

a l l  expenditures made in the immediate postwar period 

whatever th eir purpose and ch aracter• Tills is  a rough

cla s s if ic a tio n , but I think i t  may serve the purpose of 

clarify in g  what I have to say la te r*

To th is  audience I think I m y dogmatically s ta te  

that reconversion c o s ts , in the sense of costs d ire ctly  

associated with the earning of wartime income, should be 

charged against that income. This is  a principle to which 

1 am sure most accountants would read ily  subscribe. But

V

in accounting, as in law, general propositions do not decide 

concrete cases. I t  is  a long step from the enunciation 

of a primei pie to i t s  p ra ctica l application . This is  

p articu larly  true when the fa c ts  of the concrete case have

not yet made



** n

•¿¡»marked for an expenditure which d irecto rs  presently  

think may he necessary a t  sometime in the future* They 

may change th e ir  minds a t any time, in which event the 

reserve account goes over to surplus*

There can he no disagreement among informed persons 

as to the meaning of the term wreserv e*• But i t  i s  ap

propriate to c a l l  attention  to  the looseness with which 

the word "reconversion* i s  frequently used* People employ 

the term constantly without precise thought as to i t s  

meaning* me t*« use the.' Moretto curai •

There are a t le a s t  two schools of thought on the subject 

of what con stitu tes reconveraion^dMiripif One school would 

lim it the concept of reconversion to postwar co sts d irectly  

related  to wartime income* The other school views reconversion

in i t s  broadest sense9



year« of tax p ra c tice , but I have not had the ta l ly  

contact you hare had. I  speak humbly, th erefore , when 

I  remind you that reserres are d ivisib le  into two type at 

(1) valuation reserves, including* l ia b i l i ty  reserves, and 

(¿) surplus reserv es . The former type represents a 

cost which must b# deducted before true net income can 

be determined. The l a t t e r  type is  an en tirely  d ifferen t 

animal. I t  represents a  p art of surplus which i s  set  

aside as an aid in conserving the funds of an enterprise  

to meet some future expenditure. I t  need not be deducted 

to arriv e  at true net income* I t  i s  nothing more, and 

nothing le s s ,  than a subdivision of surplus. I t  i s  surplus

earmarked for an



taken e l l  in e l l ,  that job wee done with remarkable

speed and with result#  th at are speaking for themselves

on the m ilitary  fro n t. We do not know when, but we do

know that a time w ill some when we must do th is  job in

rev erse . We shall have to reconvert a war economy to

a peace b a sis . Wot the le a s t  p art of that job w ill be

to Insure conditions under which peaoetime production can

furnish many goods sad services people have been unable

to buy during the war y ears , and to provide employment

‘ /
comparable to the employment level of today.

Reconversion Re serve g

What are reconversion reserves? You accountants 

know b etter than I the meaning of the term "reserv es”.

I have had a good deal of association  with the word in «any

years of tax



our power to- give certa in ty  does not reach# A large  

degree of uncertainty is  inherent in the c r i t i c a l  period 

in which we l ir e *  le ith e r  you nor I can t e l l  what 

tomorrow w ill bring? there must be for a l l  of us an 

area of uncertainty* I t  would be presumptuous of us to 

attempt exactness i s  a f ie ld  involving such a large element 

of prophecy* I f  we trie d  we should get nothing more 

than a delusive certa in ty  that in the end would do more 

harm than good*

We do know that heavy work l ie s  ahead* Sometime 

in the future we shall have to reverse the job industry has 

been doing for the la s t  two y ears , the conversion of a • 

peacetime economy to intensive wartime production*

Taken a l l  in a l l ,



In th is and other ways your research s ta ff  and members 

of your organisation have generously aided the Treasury 

in our study of the problem.

Businessmen often say to me that the hardest part of 

th eir l i f e  is  i t s  uncertainty* They do not know th eir  

tax l ia b i l i ty  fo r past years* They do not know what the 

la te s t  tax  sta tu tes mean* They do not know what p o licies  

w ill be announced from many quarters the next day* They 

find i t  d if f ic u lt  to plan in te llig e n tly *  I earn sympathise 

very genuinely with these feelings* They are vague, hut 

they are r e a l .  To tha extent th at we in the Treasury can 

remove obstacles to business planning, i t  i s  our desire to 

do eo. On the other hand, there is  a lim it beyond whioh

our power to



m m m m  m s m rm  for u co m m sK m

Introductory

I t  i® & d is tin c t privilege to appear before the 

distinguished membership of your organisation* I t  is  

p articu larly  a pleasure to  discuss with you the subject 

of reconversion costs# 1 believe 1 can count on your 

sincere in te re s t , even though a t times our discussion  

may have to embrace subtle te ch n ica litie s*  Tou pioneered 

the subject in your Research Bulletin  So* 13 , "Accounting 

for Special Reserves Arising out of the &ar.w This study 

. has been a valuable contribution to a subject which is  

s t i l l  in what the President c a lls  the "discussion stage", 

but which is  becoming more important ©very day*

In th is  and other
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BUSINESS RESERVES FOR RECONVERSION

Introductory

I t  is  a d istinct privilege to appear before the distinguished 
membership of your organization. I t  is  particularly a pleasure to dis
cuss with you the subject of reconversion costs. I  believe I  can 
count on your sincere in terest, even though at times our discussion 
may have to embrace subtle techn icalities. You pioneered the subject 
in your Research Bulletin No. 13, “Accounting for Special Reserves- 
Arising out of the War.” This study has been a valuable contribution 
to a subject which is  s t i l l  in what the President calls the “discussion 
stage“, but which is  becoming more important every day. In this and 
other -ways your research s ta ff  and members of your organization have 
generously aided the Treasury in our study of the problem.

Businessmen often say to me that the hardest part of their l i f e  
is  i t s  uncertainty. They do not know their tax l ia b il i ty  for past 
years. They do not know what the la te s t tax statutes mean. They do 
not know what policies will be announced from many quarters the next 

■day. They find i t  d ifficu lt to plan in telligently . I can sympathize 
very genuinely with these feelings. They are vague, but they are 
real. To the extent that we in the Treasury can remove obstacles.to 
business planning, i t ' i s  our desire to do so. On the other hand, there 
is  a lim it beyond which our power to give certainty does not reach.
A large degree of uncertainty is  inherent in the c r it ic a l period in 
which we liv e . Neither ypu nor I can t e l l  what'-tomorrow w ill bring; 
there must be fo r ’a ll  of us an area of uncertainty. It-would be pre
sumptuous of us to attempt exactness in a fie ld  involving such a large 
element of prophecy. I f  we tried  we should get nothing more than 
a delusive certainty that in the end would do more harm than good.

Me do know that heavy work lie s  ahead. Sometime in the future we 
shall have to reverse the job industry,has been doing for the la s t two 
years, —- the conversion of a peacetime economy to intensive wartime 
production. • Taken a ll in a l l ,  that job was done with remarkable speed 
and with results that are speaking for themselves on-.the military front. 
Vie do not: know when, but' we do know that a time w ill come when we must 
do th is job in reverse. Me shall, have to reconvert a war economy to

39-17
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a peace basis* Not the least part of that job m i l  be to insure 
conditions under -which peacetime production can furnish many goods and 
services people have been unable to buy during the war years, and to 
provide employment comparable to the employment level of today*

Reconversion Reserves

What are reconversion reserves? You accountants know better than 
I  the meaning of the t©rm "reserves11 • X have had a good deal of 
association with the word in many years, of tax practice, but X have not 
had the daily contact you have had. I  speak humbly, therefore, when 
I'remind you that reserves are divisible into two types* (1) valuation 
reserves, including l ia b il ity  reserves, and (2) surplus reserves. The 
former type represents a cost which, must be deducted before true net 
income can be determined. The la tte r  type is  an entirely different 
animal* I t  represents a part of surplus which is  set aside as an aid 
in conserving the funds of an enterprise to meet some future expenditure. 
I t  need not be deducted to arrive at true net income. I t  is  nothing 
more, and nothing less ; than a subdivision of surplus. I t  is  surplus 
earmarked for an expenditure which directors presently think may be 
necessary at sometime in the future. They may change their minds at any 
time, in which event the reserve account goes over to surplus*

There ©an be no disagreement among informed persons as to the 
meaning of the term "reserve". But i t  is  appropriate to c a ll attention 
to the looseness with which the word "reconversion" is  freauently used. 
People employ th© tern constantly without precise thought as to its  
meaning. There are at least two schools of thought on the subject of 
what constitutes reconversion. One school would lim it the concept of 
reconversion to postwar costs directly related to wartime income. The 
other school views reconversion in i ts  broadest sense, thinking of the 
term as including a l l  expenditures made in the immediate postwar period 
whatever their purpose and character. This is  a rough classification , 
but I think i t  may serve the purpose of clarifying what I have to say 
la ter .

To this audience I  think I  may dogmatically state that reconversion 
costs, in the se'nse of costs directly associated with the earning of 
wartime income, should be charged against that income* This is  a prin
ciple to which I  am sure most accountants would readily subscribe. But 
in accounting, as in law, general propositions do not decide concrete 
cases. I t  is  a long step from the enunciation of a principle to its  
practical application. This is  particularly true when the fa cts ,o f the 
concrete case have not yet made their appearance on the horizon.

The difference between the general and the specific  has acute 
relevance when we add another consideration to the equation* I t  be
comes a matter of intense concern to the Government when the suggestion 
is  made that a deduction be allowed for reserves for reconversion. The



question is  no longer simply what informed directors report to stock
holders. Hot a ll  stockholders read .'"balance sheets too carefully. Those 
who read carefully know, that reser-ves mean, what the directors. intend 
them to mean. Reserves on a/balance sheet are, therefore, l i t t l e  more 
than a notice, - -  a record of the directors* guess as to the shadow of 

.coming events. The thing anticipated happens, or i t  does not happen, 
and a book entry does not change the course of events. pet income remains 
what the future le ts  i t  be. The stockholders’ inchoate interest in the 
corporate profits remains what i t  would have been i f  no entry had ever 
been made. •

But i t  is  a very different matter when a deduction is  allowed for 
tax purposes. The Government takes less w; the corporation keeps more.
The ultimate corporate profits after taxes remain higher, Stockholders’ 
equities stay at a higher level,* Stockholders may even be vouchsafed 
more dividends. The question is  not merely one of checking the accuracy 
of the directors* prophecies. It  becomes the serious matter of earnings 
remaining after taxes, which involves*governmental revenue at a c r it ic a l 
time and. perhaps the competitive position of firms in the same industry.

This makes the question of reserves for reconversion a matter of 
pressing concern to the Government. We might, though you would not, be 

.cavalier about( a bookkeeping reserve. We dare not be cavalier about 
a deductible reserve. Rigorous tests must be applied to determine 
whether Government interests suffer and what the effects on industry will 
be. We have to ask the question, whether, i,n the largest orbit of the 
public interest, an arbitrary tax adjustment may not do more harm than 
good.

Assuming that the responsibility involved in the determination of 
a deductible reserve is  accepted, other problems remain. How shall we 
charge reconversion costs to the income with which they are properly to 
be associated? What costs shall be allowed? These questions are much 
more easily asked than answered, even though we use the term ’’reconversion” 
xn the narrow sense of postwar costs directly related to wartime income.

Method of Charging Reconversion Costs

Hirst, le t.u s consider the methods of charging reconversion costs 
against Wartime income. History may be a good teacher here. In the 
19^2 Act Congress enacted a two-year carryback*of net operating losses 
and unused excess-profits credits. The purpose of this provision was 
to make adjustments against wartime income for postwar costs directly 
related to the war, as well as to average income over the war period.
The extent to which this indirect allocation' of postwar costs will 
result in tax savings equivalent to a direct allocation depends on many 
factors now indeterminate. ; In the main, the extent of the re lie f  
afforded by the provision will depend upon the pattern of income, both



■ in 'the war-years an dr. the. period of .reconversion, as well as the tax 
structure over, this entire., period,. Since another speaker i s .to discuss 
this sp e c ific  adjustment,•; I  gladly yield the fie ld  to him. In passing, 
however, I  would like to ca ll your attention to the’ implication of the 
present carry-back'provisions when stated as reserve plans. They 
represent a potential, reserve of 100 percent of two years’ income.

The carry-back provision.has received l i t t l e  attention.. The reserve 
technique has many vocal adherents. This in spite o f the fact that the 
carry-back procedure requires no adjustment, in current- income and no d iffi
cult anticipation of reconversion costs. I t  provides the simpler technique 
of charging-postwar costs to wartime income at a time when the costs are 
known or definitely.ascertainable.

The reserve approach has seductive appeal, since i t  appears to be 
a simpj.e matter to create a reserve through dedictions from current 
income against which specified postwar costs may be charged at a later 
date. I t  is  urged that such a procedure is  entirely safe because any 
unused balance can be returned to taxable income in la ter years. How 
can the Government be harmed under such circumstances?

The reserve technique requires in a period of intense uncertainty 
anticipation of the cost of reconversion at a date no one yet knows.
No one can make a reasonable estimate at the present time, of the 
magnitudes of such costs. They may be larger they may be smaller than 
most of us anticipate. The reserve method requires us now to make 
a reasonable precise guess as to the unknown future. .

Since none of us can safely predict the details of the future, the 
amount pf any reserve established today must of necessity be arbitrary*
This leads to the reasonable requirement that estimates of future, 
reconversion costs must be subject to some lim itation. Limitations are 
crude'instruments. They would create hardships' for those firms with 
eligible-postwar costs in excess of the limitation employed. They 
would make available excessive deductions to those fim s with few or no 
eligible postwar costs. Under th is technique no one would have security.

i'k is  smoothly argued that limitations w ill do no inequity 
because, any unused balance in a reserve account w ill be returned to 
taxable income in la ter  years. This leads to the third objection to 
the reserve approach. A taxpayer in future years has a large unused 
balance in his reserve account* W ill i t  be easy for such a taxpayer to 
avoid thinking of that balance as his own? • W ill he readily recognize 
that the portion of the reserve which represents remaining taxes* belongs 
to the Government? I  think most taxpayers, even most corporate taxpayers, 
are more human than th at. Their na-tural reaction will, be to forget the 
original purpose of the reserve deduction and to., atfcenpt to broaden the 
charges agavinst the -reserve beyond those which we might now agree were
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appropriate. Such an extension of deductible expenses might w ell be 
a greater step away from improvement in the wartime'tax: base than the 
original reserve deduction 'would have been toward such improvement!

This possibility  is  no straw man. I  need only refer to some of 
the proposals to the Ways and Means Committee. Some of these proposals 
lose Sight of the fact that reserves are a method of refining taxable 
income. In fact, one plan has pushed the broadening of reserve charges 
to i t s  logical extension, and required no charges against the reserve.
The harmful results of such a procedure I  shall discuss la ter .

»1 am trying to give you as simply as I  can the reasons why we 
believe that further adjustments can only come by way of a-further re
finement in the carry-back techniques. Of course, any such refinements 
w ill have to pass the test of administrative feasability . We make this 
suggestion not because we wish to deny appropriate r e lie f , but rather 
because we are looking for a method which w ill>give equitable and 
sufficient r e lie f .

Reconversion Costs to be Charged'Against War Income

Sven ?dth a decision made in favor of that technique, the road is  ' 
far from clear. We immediately encounter d ifficu ltie s  in the specification 
of war costs properly related to wartime income.

Costs of- Reconverting F a c ilitie s  > -

Take f ir s t  the case of cost connected with reconverting plant 
fa c i l i t ie s  to peacetime production. Outlays for readapting, re-arranging, 
dismantling, and reinstalling plant and equipment would have to be seg
regated from other expenditures, and further classified  into capital 
expenditures and deductible expenses. The distinction between expense 
items and capital outlays is  an old friend to those of you whd have been 
concerned with tax law for the last few years.

The next d ifficu lty  is also one of classification* Re—arrangement' 
expenses do not pecossarily constitute proper charges against war revenues. 
Some of them may be proper charges against peacetime revenues. How shall 
we t e l l  in the case of particular items of expense whether they are 
properly chargeable against one type of revenue or the other? The answer 
to tnat question,. as it .a r ise s  in respect to specific'item s, is  easier 
for the client-than1 his adviser who probes■ .below the surface of things.
For example, suppose thht a firm does not return to i t s  identical prewar 
productive pattern. v _

% ' * Or suppose, that i t  does not go on producing the
same,prewar product. ; Are reeohvefsion expenses in such cases necessarily 
chargeable against war -production? Or should the answer to th is question 
d iffer according. »to whether the sh ift to a new produet was war induced or 
was^the culmination of prewar plans. How can cases of th is  kind be 
sa tisfacto rily  -separated?
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Government^ut^urohaEed\nd owned ^  « »
industry? Should the conversion of f  . ° .Pfacetlme production by private 
of necessity be offset aeainst a"lortlzed under certificates
fa c i l i t ie s  represents  ̂ T 7 Surely the conversion of such
peacetime products and not a Ja L s t w i  re v ^ u et^ O f *W°°^ from

if°furthe^deducth defin it*°"  K r t i ^ e t n S ^ S ^ h l S l y t s * ^ ^ 6 Urther ded“°tions connected with these fa c i l i t ie s  were allowed
Deferred Maintenanno

problem carefully, but we have L° f  ^  h ve studied t his
■will sa tis facto rily  recognize rHffw an^ method or formula whichoronfir Pf f 0M- ■+' ' u  recog^ ze differences between industries and give

be d fu ^ ted  to h a v e ® l°f  7”  “  adeauate fo“ ula' 1 shoSd

this S S - ^ - t ™ ^  Pr-b.lem ° f  deferred maihtenance do not end at 
i s l u S “  i h i S !  i T A l t o Z T a? t ™ iS , * ?  fre ^ ently ased» ^  there

s s a S S  L=3 £=
maintenance to the broad area of the entire ki^tlT**** k*'

s s . s ;

sssrs-jsr “
2 £ S g  i l e S E ! “- , 1  “?*"  to charge $7 ¿ U l i n  Luwxeirea maintenance m the f i r s t  seven month*? n-p iq ?o „j , . , .
agfinstdthe1lq3?an0e ™serves  111 19 ̂  hav® been less^than th^ctarges
1942 ® d e r^ a in te n ^ c ^ i^ in I exces^o^ddd, making g°°d in 19A3 Qf maintenance in 194.3, deductions claimed for under-
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In interpreting these figures, I t  must be remembered that they are 
not accepted for tax purposes« However,,,,it is  a common practice to show 
reserves on balance sheets which are not tax deductions. .

dismissal Wages

I f  I  could leave this subject at' this point, I  am sure that we could 
a l l  go home with a comfortable feeling that the problem, while d ifficu lt, 
is  not insuperable* We could fee l that somehow answers would cross tables 
as the debate unfolded* But machines, whether over— or under—maintained, 
do not run themselves. In the postwar period, as now, they w ill have to 
be operated by many of the men and women who are working at them1 today. 
There w ill be a hiatus in which these workers w ill have no machines to 
9P®.ratQ* Some of them w ill have moved to expensive defense areas, they 
w ill be people with a thin margin of security for a period of unemployment• 
They w ill need dismissal v/ages.

You w ill say that the administrative problems in determining dismissal 
compensation are relatively  simple when compared with the problems involved 
m the re-arrangement of fa c ilit ie s *  Dismissal wages can be easily  seg
regated* But I  remind you that the problem is  more subtle than appears 
upon/ the surface* '

I f  we would prevent abuses;, i t  w ill be necessary to adopt certain 
restrictions and lim itations. We may be‘obliged to place a lim itation 
upon the number of Ytfeeks.of wages or salary to be paid to any one 
employee. This, on the theory that only a reasonable payment to carry 
the Dismissed'employee over a period of readjustment may be recognized 
as< a "̂ ur cost* We may have to adopt some non-discriminatory provision 
which w ill prevent the selection of favorite or higher paid employees as 
the recipients of dismissal compensation. Finally, because the problem 
of relocation and adjustment may be most severe for the lower paid 
employees, i t  may be necessary to impose, some lim itation upon the to tal 
amount which may be paid to any one employee.

You w ill, of^course, have in mind that such restrictions would not 
prevent any individual, firm from making larger payments to employees i f  
i t  desires. The lim itations apply only to any special treatment to be . 
accorded to these types of payment.

The costs of returning plants to their pre-war condition and dismissal 
wages do not exhaust the possible postwar costs which might be included 
under the heading^of reconversion. Hqwever, as we extend the l i s t  we 1 
soon enter a twilight zone. Cases arise in which the context of postwar

obscure* wh? knows that context now? And who does not know 
that i t  w ill vary from firm to firm? I  cannot answep these questions today. 
My purpose .this r afternoon is to state problems which you can Evaluate 
better than I .  . ■ °

/
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Jfee Broader Bfe&nmg of Reconversion

of that t t  t ^ t ^ T r l L Z Z Z ^ Z U  As f s a T ^ r  ’ * “ *  
xs a school of. thought' which views reoonvers“ n more broaSv 
lu stifiía f1" 311 efPendituf es made in the immediate postwar period. í¿ Udes

time taxes are necéssarv to -ittcmr-f +'w -t • • bebleve that lower war~
eárnings'after the^ar!^  I t  a r i e T t h a ^ t f  ^  a°C“ ted

S *  L ™  s  “
Adequacy of Net Income After Taxes

These arguments are made for the most nart hv ^ +orQC+̂
and should be washed in what Holmes called the "cynical arid Pe^f°^s . 
Take f i r s t  the argument that -it :vvia¿* 5 / r̂ ic a T acid of distrust.«
cornorfltinni t« » Í Xt has been ^Possible during 'the war for

' S T ^ t  hoi dewater. T S l  5f  eXpanSion- D» argument
mitted to the Ways and Means COB!S t t e 9 UL a0otobern/tOM % taÍnddata SUb~
£ « £  £  r  W 2S&.&  fh t1oPS e 6e. 'ine tigures in the unimpressive columns on these pages are l i t t l e  e w T

S L r S r ú ^ C f S ' J s S í t 8 S,'1*?" s .  5 . “
I°r  1 9 «  u  ^
$5 b illio n  for the year 1937, which was ™  =™Parable to. the figure of 
of the Thirties.. . fllctl was one of the most prosperous years

regar d°not°tr> ta i  Wldl. say that taxes have also risen and that we should

over ft! i / j  u-m * v T̂ ô XCeSS~̂ roXl^s ^axesw amouñting to slieh tlv  ov^r $1- 1/4 b illion  for 1937, have climhrd tn <¡$0 i/o u-nf. ^xignuiy
194.3. But taxes, even ? r T  , t0 «,13-V 2 b illion  for the year
earnings. Corporations in icvo 7  have not kept pace with rising
and in 1943 more than &8  ̂ Wm? ’ mi l  hav le f t  after taxes $8.1 billions, 
le f t  after taxes f L  th f'-L a^ io v /  S T e o 01T  than ^ i^ 1® "he *3-9 billion 
b illio n  of incomV a fte r  taxes R a g T  W #1 °r greaW  than the^ 8’ 1

• *  £*;?• • 
» a u ' S ó ’ í .  i f f !  ° r  u - °  « •  i « 7 .  í s í  S S í “ ’

w ill have accumulated for the years 19/2 » 1  !  í ™ f d6 paid» corPorati°ns 
414 b illion  of undis tributed^orporate^profi ts J ^  ^  °f  ne^



The figures X have given you are the profits of a i l  cdrporations, 
including the d eficits of those with losses. You w ill find from' the 
record of the Ways and Means Committee that the figures for 'corporations 
with «net income are '̂ven higher. From our analysis of a sample of 650 
corporations, prepared by the department of Commerce, we have found that 
increased corporate earnings have been widely distributed. I t  is  true 
that some^businesses are suffering as a result of the war, while others 
are securing a relatively large share of increased war profits. However, 
of this sample, three—j-ourths report more net income after taxes in 194-2 
than in 1939, and over 40 percent doubled their 1939 level o f  earnings 
after taxes. The year 1939, you w ill reca ll, was generally a better 
year than either I936 or 1937.

Viewing this period of unrivalled prosperity of corporate enterprise 
when measured by net. income after taxes, i t  would be an indictment of our 
enterprise system i f  tax reduction were required to create it s  share of 
postwar jobs. Corporations may well need contract cancellation; r e lie f , but 
the deduction from wartime income of unrelated postwar expenditures would 
be nothing more than a subsidy program at the very time when industrial 
prosperity is at i ts  greatest in- history.

Liquidity of Business Enterprise ' j

Î now pome to the second argument made by those who favor the ., 
inclusion in^reconversion costs of a l l  expenses of the immediate postwar 
period. Their argument i s  that the vast corporate accumulations of which 
I have spoken are not in 'liqu id  form. They are invested in plant and 
equipment, inventories, and accounts receivable. As such they cannot be 
used to^pay^obligations certain to mature immediately upon the cessation 
of h o s tilit ie s . Cash available w ill be insufficient for the payment of 

«dismissal compensation and immediate reconversion costs, Corporations 
w ill face Serious cash shortages which-may in many cases be ruinous.

', gran't that there is  this danger for many corporations. But I say • 
that this is  not basically a tax problem. I t  is  a problem on a much 
broader front than the tax front* Some procedure w ill have to be devel
oped for meeting this situation. All the reserves in the world w ill not 
help corporations :out of this d ifficu lty , Tlae question must be tackled 
m connection, with-the termination of war -contracts, and devices w ill 
have to be employed to keep our corporations on the job of producing postwar 
goods and giving postwar employment. One such device which has been develops 
is  the Government-guaranteed loan under Regulation V issued by the Board 
of Governors of the Federal Reserve System.

I  have said this was not basically a tax problem, but i f  prompter 
refunds of taxes to which firms are entitled can be made, then the tax 
structure can make a substantial contribution in easing this transitional 
period, xIn the years in which losses are being incurred, corporations are
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? ? \ rnequired "bo make Quarterly payments on their preceding year's tax 
l ia b i l i t ie s .  These payments are required even when the following

15 w ill find the corporation suffering losses or declines in income 
with a credit balance in the Treasury*

^  rec*Uce this cash drain, the Treasury suggested to the Ways and 
Means Committee that a postponement of prior year’s taxes be granted 
w an corporations anticipate losses* This postponement could ecsual the 
potential refund resulting from .the'loss/ A fin a l reckoning could be 
made the following March 15. X believe th is approach can more adequately 
meet the cash problem of those corporations with real need than any reserve 

- plan^which has yet come to my attention. I t  would immediately free the 
ixquul assets that corporations have accumulated for payment of their tax 
la b il it ie s , but does not grant them anymore to ta l refund than their 

legitimate claim. There would be no subsidy element in such a proposal.

Postwar Employment.Stimulation

The la s t  argument on behalf of the wholesale deduction of postwar- 
reconversion expenses from wartime income is  that employment after the war 
may be stimulated by such a device* I  should be the la s t person to assert 
that our wartime tax structure is  perfect. But 1 do say that the arbitrary 
eauctron^of the wartime tax base on account of postwar expenditures not 

rp a er , in an accounting sense, to wartime revenue would not improve the 
s i uauion any*̂  Such a remission of taxes, which would otherwise have been 
levied on wartime income, would- represent Government' subsidies of the most 
discriminatory character.

The Government would be underwriting the postwar capital expenditures 
ox a corporation making excess profits during the war more heavily than 

4a. corporation earning only normal profits during the war period* Two 
types of concerns would receive l i t t l e  or no benefit from such a treatment 

pos war expenditures —> the war casualty concern and the new postwar 
concern, ihe postwar industrial competitive structure would be enormously 
biased in favor of the existing profitable corporation.

_ Another unfortunate result would follow from the - indiscriminate 
eduction of postwar capital outlays from wartime income. I t  is  the function 

1 Riarkets Place tiie liquid savings of individuals at the 
posa of corporations with the highest prospective return upon investment. 

11 corporate ,.und$ are to be provided by the'remission of wartime taxes, it  
becomes impossible to secure this best investment of individual savings, 
hesp subsidies would be completely unrelated to need, or to the postwar 

prospects of the-industry to which they ware paid, ¿ e  d ir e c t io n V  
investment customary in the capital markets would be warped, and the 

nc ion of the capital markets would be sharply curtailed.



The Treasury* therefore, has opposed the deduction of p ostwar 
capital outlays from wartime income* as well as other arbitrary reductions 
in the wartime tax base* X am sure that the major part of our business 
leadership does not believe that after four consecutive years of industrial 
prosperity Government subsidies in thé guise of postwar reserves are either 
necessary dr wise* Refinements in the iricome-tax base are> of course, 
quite another matter.

I t  would be a masterpiece of understatement to say that history has 
never recorded anything like the times in which we liv e , and the times in 
which we shall live when victory is won. Was there ever such in stability  
or insecurity? Change ttwith its  long aim, it s  disturbing touch, its  
decree of events not yet manifest", has come to a l l  the folkways of 
business* Invention was never so fe r t i le .  The pace of events is te r r if ic .  
The tempo of the 19th Century has gone forever. The old order has perished.

At the same time the responsibilities of the businessman were never 
so great* Not the least of his d ifficu lties  is  the coming transition 
period. This involves more than most of us can clearly foresee*. But some, 
outlines appear in the distance. We know that depleted world supplies and 
yast accumulated savings may well present a peacetime demand for goods 
such^as the businessman has never known. We know that when peace comes, 
he w ill be dealing with employees who have recently had the 'satisfaction 
of fu ll  employment and who w ill be restless i f  there is  too much slack.
We know, and the businessman kndws, that his whole future is  at stake.

But we need not end on a pessimistic note. The businessman who 
converted from peace to war can convert from war to peace. For a time 
there may be loss of momentum. But I predict that speed w ill return to 
the machine as the challenge of the undiscoverable future is  accepted.
And I  venture the prophecy that in the end the businessman w ill be glad that 
he did the job himself, that in a c ris is  business enterprise did not f a i l  
to perform its  h istoric  function, and that in the process the businessman 
kept Government assistance at a minimum*
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The Bureau of Customs announced today preliminary figures showing the 

quantities of coffee authorized for entry for consumption under the quotas for 

the 12 months commencing October 1, 1943, provided for in the InterwAmerican 

Coffee Agreement, proclaimed by the President on April 15, 1941, as follows!

: :
Country of Production : Quota Cfcxantity : Authorized for entry

! (Pounds) 1/ :-------- for consumption
------------------------------- —— — *---------------------------1-Ag. ttf---- (ftate)__ i__(Pounds)

Signatory Countries!

Brazil 1,353,183,480 Oct* 9, 1943 41,445,465Colombia 458,336,340 N 6,189,918Costa Bica 29,100,720 n 1,620,388Cuba 11,640,288 n 8,482Dominican Republic 17,460,432 H 2,169,051Ecuador 21,825,540 it 688,259El Salvador 87,302,160 » 787,587Guatemala 77,844,426 n 141,580Haiti 40,013,490 ii
Honduras 2, 910,072 H 307,734Mexico 69,114,210 II 578,9aNicaragua 28,373,202 n
Peru 3,637,590 H
Venezuela 61,111,512 it 789,641

Non-signatory Countries!
51,653,778 M 7

1

1J Quotas as established by action of the Inter-American Coffee Board on 
March 11, 1943.

1
■oOo-



TREASURY* DEPARTMENT 
Washington

EOR IMMEDIATE RELEASE, 
Wednesday, October 20, 1943. Press Service 

No. 39-18

Tae Bureau of Customs announced today preliminary figures showing the quan

t i t ie s  of coffee authorised for entry for consumption under the quotas for the 

12 months commencing October 1, 1943, provided for in the Inter-American Coffee

Agreement, proclaimed by the President on April 15, 1941, as follows;

Country.of Production
f
* Quota Quantity 
? (Pounds) 1/
t

?
i Authorised for entry 
♦ for consumption 
: As of (Date) ; (Pounds^

Signatory Countries;

Brasil 1,353,183,480 Oct. 9, 1943 41,445,465Colombia 458,336,340 Ì > V » 6,189^918Costa Rica 29,100,720 tt 1,620^388Cuba 11,640,288 it 8,482Dominican Republic 17,460,432 it 2,169,051Ecuador 21,825,540 n 688,259El Salvador 87,3(^,160 it 787,587Guatemala 77,844,426 ir 141,580Haiti 40,013,490 tf
Honduras 2,910,072 it 307,734Mexico 69,114,210 it 578*931Nicaragua^ 28,373,202 w
Peru 3,637,590 ft
Venezuela 61,111,512 IT 789,641

Non-signatory Countries:
51,653,778 tr 7

- J  Quotas as established by action of the Inter*"American Coffee Board on 
March 11, 1943.
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for such b i l l s ,  whether on original issue or on subsequent purchase, and the amount 

actually received either upon sale or redemntion at maturity during the taxable 

year for which the return is  made, as ordinary gain or loss.

Treasury Department Circular No. 41&, as amended, and th is notice, pre

scribe the.terms of the Treasury b i l ls  and govern the conditions of their issue. 

Copies of the circular may be obtained from any Federal Reserve Bank or Branch



x x m

-  2 -  ,

Reserve Banks and Branches, following which public announcement w ill be made by the

Secretary of the Treasury of the amount and price range of accepted bids. Those

submitting tenders w ill be advised of the acceptance or rejection thereof. The

Secretary of the Treasury expressly reserves the right to accept or re ject any or

a l l  tenders, in  whole or in part, and his action in any such respect shall be final.

Subject to these reservations, tenders for $100,000 or less from any one bidder at

99.905 entered on a fixed-price basis w ill be accepted in fu ll. Payment of accepted

tenders at the prices offered must be made or completed at the Federal Reserve Bank

in cash or other immediately available funds on October 28, 1943
------ — -----*

The income derived from Treasury b i l ls ,  whether in terest or gain from ■ 

the sale or other disposition of the b i l l s ,  shall not have any exemption, as such, 

and loss from the sale or other disposition of Treasury b i lls  shall not have any 

special treatment, as such, under Federal tax Acts now or hereafter enacted. The 

b lU s shall be subject to estate, inheritance, g if t ,  or other excise taxes, whether 

Federal or State, but shall be exempt from a ll  taxation now or hereafter imposed 

on the principal or in terest thereof by any State, or any of the possessions of 

the United States, or by any local taxing authority. For purposes of taxation the 

amount of discount at which Treasury b i lls  are originally sold by the United States, 

shall be considered to be in terest. Under Sections 42 and 117 (a) (1) of the 

Internal Revenue Code, as amended by Section 115 of the Revenue Act of 1941, the 

amount of discount at which b i l ls  issued hereunder are sold shall not be considered 

.'to accrue until such b i l ls  shall be sold, redeemed or otherwise disposed of, and 

such b i l ls  are excluded from consideration as capital assets. Accordingly, the J 

owner of Treasury b i lls  (o*her than l i f e  insurance companies) issued hereunder 

need include in his income tax return only the difference between the price paid



TREASURY DEPARTMENT 
Washington

FOR RELEASE, MORNING. NEWSPAPERS, ,  ̂ .v ' J & J
Friday, October 22, 1943

;

The Secretary of the Treasury, by th is public notice, invites tenders , j f

for $̂ ,0 0 0 ^ 0 ,0 0 0  , or thereabouts, of .. 91 -day Treasury b i l l s ,  to be issued 1

on a discount basis under competitive and fixed-price bidding as hereinafter pro- 1 

vxded. The b i lls  of th is series w ill be dated October 28. 1943 . and will 1 1

mature * e n  the face amount w i l f L  payable without H

in terest. They w ill be issued in bearer form only, and in denominations of $1,000, j[  

$5,000, $10,000, $100,000, $500,000, and $1,000,000 (maturity value). 1 |

Tenders w ill he received at Federal Reserve Banks and Branches up to the '

closing hour, two o'clock p. Eastern War time, Monday. O c ^ w  . 0

Tenders w ill not be received at the Treasury Department, Washi^ton. Each tender |

must be for an even multiple of $1,000, and the price offered must be expressed j
on the basis of 100, with not more than three decimals, e. g ., 99.925. Fractions J |  

may not be used. I t  is  urged that tenders be made on the printed forms and for- I  

warded in the special envelopes which w ill be supplied by Federal Reserve Banks j 

or Branches on application therefor.

Tenders w ill be received without deposit from incorporated banks and J  

tru st companies and from resoonsible and recognized dealers in  investment securi

t ie s . Tenders from others must be accompanied by payment of 2 percent of the face j 

ppount of Treasury b i lls  applied for, unless the tenders are accompanied by an ’

express guaranty o f payment by an incorporated bank or tru s t company. jl

Immediately a fter the closing hour, tenders w ill be opened at the Federal



TREASURY DERARTI.'EKT 
Washington, D, ,c. EOR RELEASE, MORHING NEWSPAPERS 

F r id a y , October 22. M
' m t m r -------- *—

1943 .

The S e c r e t a r y  of- th e  Treasury, by t h i s  p u b l ic  n o t i c e ,  

i n v i t e s  tenders  fo r  $ 1 , 0 0 0 , 0 0 0 , 0 0 0 ,  or  th e re a b o u ts ,  o f  9 1 - day 

Treasury b i l l s ,  to  be i s su e d 'o n  a discount b a s i s  under compet

i t i v e  and f i x e d - p r i c e  bidding as h e r e i n a f t e r  provided. The

b i l l s  o f  t h i s  s e r i e s  w i l l  be dated October 28, 1943, and w i l l  

mature January 27, 1944,. when th e  f a c e  amount w i l l  be payable 

without i n t e r e s t .  ' They w i l l  be issued in b e a re r  form o n l y ^ n d  

m  denominations of  $ 1 ,0 0 0 ,  $ 5 ,0 0 0 ,  $ 1 0 ,0 0 0 ,  $ 1 0 0 ,0 0 0 ,  $ 5 0 0 ,0 0 0 ,  

and $ 1 , 0 0 0 ,0 0 0  (m aturity  v a lu e ) .

' B r a n c h e s 1 ® r e ? e:iv®̂  a t  Federal  Reserve Banks and nrancnes up to  th e  c lo s i n g  hour, two o ’ c lo c k  t> n ^ o t PrT1
tim e,  Monday, October 25, 1943. Tenders' w i l l * ¿ o t ' b e ^ e c e ™ e d ? a t
e v L  m u lt ip le Do faf Ì nooo’ ’,ia®h^ S t o n .  Each ten d er  must be f o r  an 
on th e  b a s h  n ? h n n ’ °°°+i ,anV the p^l c e  o f fe re d  must be' expressed 
qq qSr “ |l0  100 ’ Wlth not more thQh th r e e  decimals,  e. e
9 9 .9 2 5 .  F r a c t io n s  may not be used. I t  i s  urged t h a t  t e n d e l i ’ h»

'banksTande+ Ì J + l:L bS r e o e iv e f  w ithout d ep o sit from in co rp o rated  panics ana t r u s t  companies arid fro m 're sp o n s ib le  and rhoohrri -
d e a le rs  in  investm ent s e c u r i t i e s .  Tenders from o th e r “ f u s l b e

n n h ? f r nt. ° V  P ercen t  ° f  amount o h Ì r e a s -

co^paen y .SUarantl  I n c o r ^ ^ ^ n f  o ^ t ^ u s f  “

j. •iSE&fSgS
l i e  announcement w il l  be made by th e  S e c ^ ta r y  o f “ he T reasu lv *
m f t t ^ 8? e n d e r s " w i? f  b" T f  ° f  2 0Cepted b ? S - ^ o l e ì u b ! ^  
t h e r e o f .*  The. S e c re ta ry  o ' ^ he a cce t̂an ò e  or r e je c t io n  
riP-ht to  nv -̂ c T reasu ry e x p re ssly  re se rv e s  th e
p a l t  o n d ^ h h l f  ^ Ct any ° f  a l l . t e n d e r s ,  in  whole or in 
?  ^1S a c tio n  m  any such re s p e c t  s h a l l  be •final Sob
j e c t  to  th e se  r e s e r v a t io n s , ten d ers  fo r  $ 100,009 <* l a w  from

x ( Over) n ; ; r
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any one b idder  a t  99¿905 entered on a f i x e d - p r i c e  b a s i s  w i l l  be 
accepted in f u l l *  Payment o f  accepted  tend ers  a t  th e  p r i c e s  
o f fe r e d  must be made or completed a t  th e  Fed era l  Reserve Bank in 
cash or o th er  immediately a v a i l a b l e  funds on October 28,  1943.

The income derived .from Treasury b i l l s ,  whether i n t e r e s t  or 
gain from th e  s a l e  or o th e r  d i s p o s i t i o n  of  th e  b i l l s ,  s h a l l  not 
have any exemption, as such, and l o s s  from th e  s a l e  or other  d is 
p o s i t i o n  of  Treasury b i l l s  s h a l l  not have any s p e c i a l  treatm ent,  
as such, under Fed era l  t a x  Acts now or  h e r e a f t e r  enacted.  The 
b i l l s  s h a l l  be s u b j e c t  to  e s t a t e ,  i n h e r i t a n c e ,  g i f t ,  or o ther  
e x c i s a  t a x e s ,  whether Federa l  or  S t a t e ,  but s h a l l  be exempt from 
a l l  t a x a t i o n  now or  h e r e a f t e r  imposed on th e  p r i n c i p a l  or  intern
e s !  t h e r e o f  by any S t a t e ,  or any of'  th e  p o sse ss io n s  o f  th e  United 
S t a t e s ,  o r  by a n y s lo c a l  ta x in g  a u t h o r i t y .  For purposes of  ta x a 
t io n  th e  amount o f  d iscount a t  which Treasury b i l l s  a re  o r i g i 
n a l l y  so ld  by th e  United S t a t e s  s h a l l  be considered t o . b e  i n t e r 
e s t .  Under S e c t io n s  42 and 117 (a) ( 1 )  of  th e  I n t e r n a l  Revenue- 
Code, as  amended by S e c t io n  115 o f  th e  Revenue Act o f  1941, the 
amount of  d iscount a t  which b i l l s  issued hereunder are  so ld  s h a l l  
not be considered to  accru e  u n t i l  such b i l l s ,  s h a l l  be so ld ,  r e 
deemed or otherwise disposed o f ,  and such b i l l s  a re  excluded from 
c o n s id e ra t io n  as c a p i t a l  a s s e t s .  A ccordingly ,  th e  owner o f  
Treasury b i l l s  (o th e r  than l i f e  insu rance  companies) issued here
under need include in h is  income t a x  r e tu r n  only th e  d i f f e r e n c e  
between the p r i c e  paid f o r  such b i l l s ,  whether on o r i g i n a l  issue 
or on subsequent purchase,  and th e  'amount a c t u a l l y  re c e iv e d  
e i t h e r  upon s a l e  or  redemption a t  m atu r i ty  during th e  t a x a b l e  
year  f o r  which th e  re tu rn  i s  made, as ordinary  gain or l o s s .

Treasury Department C i r c u l a r  Do, 418 ,  as amended, and t h i s  
n o t i c e ,  p r e s c r i b e  th e  terms o f  th e -T re a su ry  b i l l s  and govern the ' 
co n d it io n s  of  t h e i r  i s s u e .  Copies of  th e  c i r c u l a r  may‘be ob
ta in e d  from any F e d e r a l  Reserve Bank or  Branch.

-oOo-



In the delegation which delivered copies of the agréeront and of the

accompanying statement to the United States Treasury were üx Dr. B. Kleijn

Molekamp, Minister Plenipotentiary of the Netherlands, Baron Hervé de G-rùhen,

Counselor of the Belgian Èmbassy and Hugues LeGal ia is ,  Minister* of Luxembourg  ̂^

Speaking for the Treasury Department, Acting Secretary Gaston saidP "

“I know that Secretary Mfcrgenthau not only w ill a p p ré c ié  being

informed so promptly of th is agreement "but w ill welcome the action taken "by

the Governments of ^he Netherlands, j^elgium and Luxembourg. As the agreement

i t s e l f  in d icates.it is  an application of the good neighbor policy which holds

great promise for the resfeyfatio n oiA~-, ,.1 m J as well as p o litica l order in the

world-after victory in the war against the aggressors is  won. Agreements made
p.

in the s ir i t  in which this understanding has beermreached w ill contribute 

greatly  td>the revival of sound international trade in a ’ reconstructed world.
S is a manifestation VCSSSS5S55T be tween neighbor Fat ions of the same'

sp irit of cooperation ¿état- in international monetary matters that Secretary 
.advocated ______

Morgenthau has for application to a broader

area. ™he/Agreement will i t s e l f  fa c ilita te  the effort to attain  ft understandings 
J

of broader sc ope 7l£kx±3d££xxax±ax&lxxHx&±xxyxx2£fc.±s:xx
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Representatives pf the Netherlands, BelgiAn^and Luxembo'or,
5

uoday handed to the Acting Secretary of thetfreasnry copies of a f i -ranaiaj.A ^r*JL.iut
i

agreement signed in London today "by officers of these governments.

An o ffic ia l statement made on "behalf of the three governments follows:

tv
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azid to the revival of sound international trade in a reconstructed 
»arid. x

*It is a manifestation between neighbor nations of the same 

spirit of cooperation in international monetary matters that 

Secretary llorgenthau has advocated for application to a broader 

area, the agreement will itself facilitate the effort to attain 

understandings of broader scope."

i
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and of the *cx>o*panyi:;g statement to the Waited States treaeuzy 

w r e  Up* B. Kleijn Molekaap, Minister Plenipotentiazy of the 

Netherlands! Baron Benre de Graben, Counselor of the Belgian 

Embassy, and «agues Le Qallale, Minister of inxeahourg to the 
Malted States«

Speaking for the treasury Departwmt, Acting Secretary Gaston
•b4 ria I

blow that Secretary .Morgenthan not only will appreciate 
being informed ad promptly of this agreement but will welcome 

the «otion taken by the Governments of the Netherlands, Belgian 

and Luxembourg. Aa the agreement itaelf indicates, it ia an 

application of the good neighbor policy which holds groat promise 

for the restoration of eoonomle as well as political order in the 

world after victory in the war against the aggressors is won. 

Agreements made in the spirit in which this understanding has been 

reached will contribute greatly to the stabilisation of currencies

Igi



signing th is  fin an cial agreement which includes not only those 

countries in Europe proper, but also  a l l  te r r i to r ie s  belonging 

to  or mandated to  the Kingdom of Belgium or the Kingdom of the 

Netherlands, they have made a re a l contribution towards interna

tio n al cooperation and the development of a Oood Neighbor Policy; 

other countries can become p arties to  the agreement on a basis of 

recip ro city  and i t  is  hoped th at in  th is  manner economic relations I 

in the post-war period w ill be f a c i l i ta te d .

fin an cial and economic re la tio n s between Holland and the Belgo- 

luxembourg Economic Union gradually furthered a mutual understanding, 

During the war, in which these countries faced the same enemy, cor

dial re la tio n s continued and created the atmosphere in which the 

conclusion of th is  fa r  reaching agreement was made possible. On 

the basis of th is  agreement, experts of both p arties w ill study 

the methods to  insure friendly trade re la tio n s which they hope 

w ill ultim ately lead to  the elim ination of trade b arriers  which 

might form an obstacle to  commerce.

H Washington,D.C., ,
October 21,  1943 •

I if/^During a considerable period before the war, closer
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The Netherlands Government on the one hand and the Belgian! j
o

and Luxemburg Governments on the other hand (these l a t t e r  bound by 

Economic Union since July 25, 1921) signed to-day a financial agree-i 

ment which they believe w ill have a favorable influence on the de

velopment of trade in the post war period. Following the principles 

of free economic relatio n s laid  down in a r t ic le  7 of the Lend Lease 1 

Agreements which both p arties have signed, they have for some time 

studied the p o ssib ilitie s  of laying the basis fo r closer economic 

cooperation a f te r  the war.
URealizing that re s tr ic tio n s  on the use of foreign curren- j 

cies con stitu te one of the greatest obstacles to  international trade! 

the two p arties have agreed to put a t each o th erfs disposal the 

respective currencies needed fo r th e ir  mutual re la tio n s .

Thus, the Governments concerned feel th at the exchange of 

goods and services w ill take place unhampered by a possible insuffi- [j

cient supply of exchange.
n

Appreciating the importance of monetary stab ilizatio n , both

p arties have agreed upon a stable ra te  of exchange between th eir

respective currencies, which is  id en tical to  the ra te  prevailing

before the war.
^  jm

9 This agreement should not be interpreted as an impediment 

to  the adherence on the part' of the Belgian and Netherlands and 

Luxembourg Governments to  larg er monetary plans but the concluding 

of th is  agreement is  a f i r s t  concrete step towards the realization  

of any international agreement aiming a t  currency stab ilizatio n .
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:fpr.a.nUtives of the Netherlands, Belgi« aná LuMebourg, 
«a behelf of their Minister, of ilnanee, today hended to the 

AoUog Secretary of the a-easuiy copio, of a monetary „**.*,,* 

signed in London today by officers of t h e «  governante.
¿pw« foUowsr



TREASURY DEPARTMENT

Washington

FOR MEDIATE RELEASE 
Thursday, October 21, 1943

Press Service 
No. 39-20

Representatives of the Netherlands, Belgium and Luxembourg, on behalf 
of their Ministers of Finance, today handed tq the Acting Secretary of the 
Treasury copies of a monetary agreement signed in London today by officers 
of these governments. ,

An o ffic ia l statement made on behalf of the three governments follows:

"The Netherlands trovemment on the one hand and the Belgian and 
Luxembourg Governments on the other hand (these la tte r  bound by an Economic 
Union s-ince July 25, 1921) sigped today a financial agreement which they 
believe w ill have a favorable influence on the development of trade in th e - 
post war period. Following the principles of free economic relations laid  
down in artic le  7 of the Lend Lease Agreements which both parties have 
signed, they have for some time studied the p ossib ilities of laying the 
basis for closer economic cooperation after the war.

’’Realizing that restrictions on the use of foreign currencies con
stitu te  one of the greatest obstacles to international trade, the two parties 
have agreed to put at each other’s disposal the respective currencies needed 
for their mutual relations.

’’Thus, the Governments concerned feel that the exchange of goods and 
services w ill take place unhampered by a possible insufficient supply of 
exchange.

’’Appreciating the importance of monetary stabilization , both parties 
have agreed upon a stable rate of exchange between their respective cur
rencies, which is identical to the rate prevailing before the war.

’’This agreement should not be interpreted as an impediment to the 
adherence on the part of the Belgian and Netherlands and Luxembourg 
Governments to larger monetary plans but the concluding of this agreement 
is  a f ir s t  concrete step towards the realization of any international 
agreement aiming at currency stabilization.
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"The Netherlands, Belgian and Luxembourg Governments hope that by 
signing this financial agreement which includes not only those countries 
in Europe proper, but also a l l  te rr ito ries  belonging to or mandated to 
the Kingdom of Belgium or the Kingdom of the Netherlands, they have made 
a real contribution towards international cooperation and the development 
of a Good Neighbor Policy; other countries can become parties to the 
agreement on a basis of reciprocity and i t  i s ( hoped that in th is manner 
economic relations in the post-war period w ill be facilitated *

"During a ^considerable period before the war, closer financial and 
economic relations between Holland and the BelgOfLuxembourg Economic 
Union gradually furthered a mutual understanding. During the war, in 
which these countries faced the same enemy, cordial relations continued 
and created the atmosphere in which the conclusion of this far reaching 
agreement was made possible* On the basis of this agreement, experts 
of both parties w ill study the methods to insure friendly trade relations 
which they hope w ill ultimately lead to the elimination of trade barriers 
which might form an obstacle to commerce*

"Washington, D* C*,
October 21, 194-3."

In the delegation which delivered copies of the agreement and of 
the accompanying statement to the United States Treasury were 
Dr* B* Kleijn Molekamp, Minister Plenipotentiary of the Netherlands,
Baron Herve de Qruben, Counselor of the Belgian Embassy, and 
Hugues Le Gallais, Minister of Luxembourg to the United States*

Speaking for the Treasury Department, Acting Secretary Gaston said:

"X know that Secretary Morgenthau not only w ill appreciate being 
informed so promptly of th is agreement but w ill welcome thp action taken 
by the Governments of the Netherlands, Belgium and Luxembourg* As the 
agreement i t s e l f  indicates, i t  is  an application of the good neighbor 
policy which holds great promise for the restoration of economic as well 
as p o litica l order in the world after victory in the war against the 
agressors is  won* Agreements made in  the sp irit in  which th is  understand
ing has been reached w ill contribute greatly to theN stabilization  of 
currencies and to the revival of sound international trade iri a recon
structed world*

" I t  is  a manifestation between neighbor nations of the same sp irit 
of cooperation in international monetary matters that Secretary Morgenthau 
has advocated for application to a broader area* The agreement w ill 
i t s e l f  fa c ilita te  the effort to attain  understandings of broader scope*"

oOo



«• 4 *

The f i r s t  of the new coins were struck in February, 

1943, and production through September has to ta lled  

584,000,000 pieces*

The public as a whole did not take kindly to the war-» 

time cent, the ch ief complaint being that when new, the 

silvery  appearance made for confusion with the 10-cent 

coin. However, i t  was pointed out a t  the Mint that i ts  

adoption resulted in a substantial saving of copper, a t  

a c r i t i c a l  period of the supply situ atio n .

Record production of the bronze cent in the f is c a l  

year 19431 of nearly a b illio n  and a h alf pieces consumed 

nearly  &?000 tons of virgin copper, su ffic ien t to meet 

the requirements of the metal in manufacturing one and a 

quarter m illion sh ells fo r fie ld  guns*

w

"awueBwi up*" Lliu amlX fr-m r-H ie 4CT3A» *

Return to  the copper a llo y  coin w ill not require leg

is la tio n , since the measure passed la s t  December authorizes 

the Secretary  of the Treasury, with approval of the War 

Production Board, to specify m aterials to be used in the 

cent*

oOo



areas for troops* These oases consist of 70 percent copper

and SO percent sin e , and i f  melted down with enough virgin

copper to bring the copper content up to 85 or 90 percent,

the alloy  is  adaptable to coinage*

The former bronze coin consisted of 95 percent copper

and 5 percent zincy|^hi@ amount of «Rr copper needed w ill
QMV

be about half th at required for the all-v irg in ^ alloy *

The Mint p roject w ill have an important place in the sa l

vage of war-wasted m aterials*

When zinc coated s te e l  was adopted fo r the one-cent 

piece i t  was the only metal obtainable for the purpose*

Arms plants were facing shutdowns because o f the metal 

scarcity *  The War Production Board had withdrawn a l lo t 

ment of copper to the Mint* Coins of zinc, coins of  

p la s tics  and coins of a l l  sorts of alloys and m aterials  

were considered, and ruled out in turn as consuming 

c r i t i c a l  items in the m ilitary  economy* Meantime, demand 

fo r coins continued a t  an unprecedented rate* The penny 

of low carbon s te e l , coated with zinc to prevent ru st was 

specified with the approval of Treasury Secretary Morgenthau 

and Donald M* Kelson, Chairman of the War Production 

Board, a f te r  the Congress had passed permissive le g is la 

tion a t  the end of 1943*
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the War Production Board have been collaborating for sev

eral weeks In working out d e ta ils  of the allotm ent of 

su ffic ien t copper, Including the scrap sh e lls , to permit 

return to the copper-alloy coin*

Because of the demand for one-cent p ieces,

due to accelerated  business, a demand which has strained  

the f a c i l i t ie s  of the Mint, the s in e -s te e l coins already 

produced w ill remain In circu lation * However, the natural 

darkening to which the coins are subject soon w ill remove 

the chief source of complaint from the public — the sim

i la r i t y  of the piece to the dime.

Pointing out that the approaching Christmas buying 

season w ill intensify coin requirements a t  a time when 

the Mint is already drawing on Inventories, Mrs. Ross 

urged the public to accept as a wartime service p roject  

the necessity  fo r keeping outstanding coins in c ircu la 

tion*

«Every one-cent piece restin g  in a coin bank, bureau 

drawer or other hiding p lace, whether copper or s te e l ,  

ca lls  fo r a replacement a t the expense of war necessary 

metals and manpower,* Mrs* Rose said* *Let us keep small 

coins working, through our regular spending**

The Mint w ill use as a base for the new cents small 

arms cartrid ge oases recovered by m ilitary  au th orities  

from proving grounds, firin g  ranges and other training



The Bureau of the Mint announced today plans for early

resumption of coinage of one-oent pieces made of a copper 

alloy  to supersede production of the present zinc-coated  

steel penny#

Metallurgists of the Bureau, with the 

of the War Production Board, have perfected methods of 

combining m aterials salvaged from expended shell cases and 

a re la tiv e ly  small proportion of virgin  copper so as to 

permit return to a close approximation of the pre-war 

bronze cent#

Production of the zinc-coated steel piece w ill be sus

pended a t  the year end, and Mr# Lincoln w ill look out on 

the American scene from his fam iliar copperish backdrop 

in new coinage of pennies s ta rtin g  January 1#

The new allo y  w ill contain slig h tly  le ss  copper and 

s lig h tly  more zinc than the peacetime formula, but the 

coin w ill be quite sim ilar in appearance to the tra d i

tion al cent# I t  w ill work s a tis fa c to r ily  in vending 

machines, being ju st slig h tly  lig h te r  in weight than the 

standard bronze, and a t r i f l e  heavier than the steel 

substitute#

Mrs* H ellle Tayloe Hoss, D irector of the Mint, said  

that experiments recently  conducted with the recovered 

shell cases and added virgin  copper proved the a llo y  s a tis 

factory  for coinage* Treasury o f f ic ia ls  and o f f ic ia ls  of

/f 'a-itf-f
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TREASURY DEPARTMENT 
Washington

§ 1 .u  ; ,  $  . • $ '  ; k s $, ! , , m
ROR B; MEDIATE RELEASE, . ' Press  S e rv ic e
Friday, October 22, 1943* No. 39-21

The Bureau of the  Mint announced today plans for. e a r ly  

resumption of coinage o f  one-cent  p ie c e s  made of  a -copper 

a l l o y  to  supersede production of  the  present  z in c -c o a te d  

s t e e l  penny.

■ M eta l lu rg is ts  of  th e  Bureau, with th e  cooperation 
of theiWar Production Board, have p e r f e c t e d  methods of 
combining m a te r ia ls  salvaged from'expended s h e l l  cases  
and a r e l a t i v e l y  small  proportion of v ir g in  copper so 
as t o ;permit re tu rn  to  a c lo s e  approximation of th e  pre
war bronze c e n t .

, Production of  the  z i n c - c o a t e d ' s t e e l  p ie ce  .wil l  be s u s 
pended a t  th e  year end, and Mr. L incoln  w i l l  look out on 
th e  American scene  from h is  f a m i l i a r  copperish backdrop 
in new coinage o f  pennies s t a r t i n g  January C.

The new a l l o y  w i l l  contain . s l i g h t l y  l e s s  copper and 
s l i g h t l y  more zinc  than th e  peacetime formula’, but the  
coin w i l l  be q u i te  s i m i l a r  in appearance to  th e  t r a d i 
t i o n a l  c e n t .  I t  w i l l  work s a t i s f a c t p r i l y  in vending 
machines, being j u s t ; s l i g h t l y  l i g h t e r  in weight than the  
standard bronze, arid a t r i f l e  h eavier  than  the, s tr ie l  
s u b s t i t u t e .

Mrs. N e l l i e  Tayloe Ross,  D i r e c t o r  of  th e  Mint, s a id  
that ,  experiments r e c e n t l y  conducted with th e  recovered 
s h e l l  cases  and added v ir g in  copper proved th e  a l l o y  s a t i s 
f a c t o r y  f o r p c o in a g e . Treasury o f f i c i a l s  and o f f i c i a l s  of  
the  War Production Board have been c o l la b o r a t in g  fo r  sev 
e r a l  weeks in working out d e t a i l s  of th e  a l lo tm en t  of 
s u f f i c i e n t  copper, including th e  scrap s h e l l s ,  to  permit 
re tu rn  to  the  c op p er-a l loy  coin., ,,

Because of  th e  enlarged demand f o r  one-cent p ie c e s ,  
due' to  a c c e l e r a t e d  b u sin ess ,  a demand which has strained/ 
the  f a c i l i t i e s  of  th e  Mint, th e  z i n c - s t e e l  chins a lready 
produced w i l l  remain in c i r c u l a t i o n .  However, th e  n a tu r a l  
darkening, to  which the coins a re  s u b je c t  soon w i l l ;  remove 
the c h i e f  source o f  complaint from th e  p u b l ic  - -  th e  sim
i l a r i t y . o f  th e  p ie c e  to  th e  dimp.wMM d / \ • 7 ! w ’dltf-jHi
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p o in t in g  out t h a t  th e  approaching Christmas buying season 
w i l l  i n t e n s i f y  coin requirements  a t  a time when th e  Mint i s  
a lrea d y  drawing on i n v e n to r ie s ,  Mrs, Ross urged-the p u b l ic  to 
acce p t  as a wartime s e r v i c e  p r o je c t  th e  n e c e s s i t y  f o r  keeping 
co ins  i n  c i r c u l a t i o n ,

’’Every one-cent p ie c e  r e s t i n g  in a coin bank, bureau 
drawer or other  hiding p la c e ,  whether copper or s t e e l ,  c a l l s  
f o r  a replacement a t  th e  expense o f  w ar-necessary metals and 
manpower,” Mrs. Boss s a i d ,  ’’l e t  us keep small  coins working, 
through our r e g u la r  spen din g ,”

The Mint w i l l  use as a base f o r  the new cents  sm all  arms 
c a r t r i d g e  cases  recovered by m i l i t a r y  a u t h o r i t i e s  from prov
ing .grounds, f i r i n g  ranges and o th e r  t r a i n i n g  areas  f o r  
t r o o p s .  These cases  c o n s i s t  o f  70 percent  copper and 30 p e r 
cent  z in c ,  and i f  melted dawn with enough"virgin copper to  
bring the copper content  up t o - 85 or 90 p ercen t ,  the  a l l o y  i s  
adaptable  to  coinage.

The former bronze coin co n s is te d  o f  95 percent  copper and 
5 percent  zinc a n d . t i n .  The amount of  copper needed w i l l  be 
about h a l f  th a t  requ ired  f o r  the  a l l - v i r g i n  copper a l l o y .  The 
Mint p r o je c t  w i l l  have an important p lace  in the salvage of 
war-wasted m a t e r i a l s .

When zinc  coated s t e e l  was adopted f o r  the one-cent 
p ie c e  i t  was, th e  only metal o b ta in a b le  f o r  the  purpose. Arms 
p la n ts  'were fa c in g  shutdowns because o f  the  metal s c a r c i t y .
The War Production Board had withdrawn a l lo tm en t  o f  copper 
to  th e  Mint. NCoins o f  z in c ,  coins o f  p l a s t i c s  and coins of 
a l l  s o r t s  of. a l l o y s  and m a te r ia ls  were considered ,  and ruled  
out in turn as consuming c r i t i c a l  items in the m i l i t a r y  econ
omy. Meantime, demand f o r  coins continued a t  an unprecedented 
' r a te .  The penny o f  low carbon s t e e l ,  coated with zinc  to  
prevent r u s t  was s p e c i f i e d  with the  approval o f  Treasury 
S e c r e t a r y  I'iorgenthau and Donald. M. . ke lson ,  Chairman of the 
War Production Board, a f t e r  the  Congress had passed permis
s iv e  l e g i s l a t i o n  a t  the  end o f  1942,

T h e ' . f i r s t  of  the  new. coins were s t r u c k  in February 1945, 
and production through September has t o t a l l e d  5 8 4 ,0 0 0 ,0 0 0  
p i e c e s ,

The pu b l ic  as a whole did not ta k e  kindly to  the  war
time cen t ,  the  c h i e f  complaint being t h a t  when new, the 
s i l v e r y  appearance made f o r  confusion with the  1 0 - cent co in .  
However, i t  was pointed out a t  the  Mint t h a t  i t s  adoption 
r e s u l te d  in a s u b s t a n t i a l  saving o f  copper, a t  a c r i t i c a l  
period o f  the supply s i t u a t i o n ,
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-1 0 / 1 0  production o f  the  bronze cent  in the f i s c a l  year
1942 o f  n e a r ly  a b i l l i o n  and a h a l f  p ie c e s  consumed 4 ,6 0 0  
tons  o f  v i r g i n  copper, s u f f i c i e n t  to  meet the  requirements
° i  raanuf a c t u r i n g  one and a q u a r te r  m i l l io n
•shells f o r  f i e l d  guns,

Rouurn to  the  copper a l l o y  coin w i l l  not r e q u ir e  l e g i s -  
r a t i o n ,  s in c e  the  measure passed l a s t  December a u th o r iz e s  
the  ^ S e c r e t a r y (o f  the Treasury,  with approval of  th e  War 
Production Board, to  s p e c i f y  m a te r i a l s  to  be used in the  cent

~oOo-
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_ we
R to lick  the enemy* The very least that/IM civilians can do at

' v -
heme is  to see that we supply these fighting men with a steady 

flow of everything that they may need until victory is  ours.



9

Some of -efc* worry about the amount of our war b il l  that will

be le f t  for them to pay when they return home. *fhey know that

with our high national income we can afford to pay, more of the

current war costs through taxes,and bonds. Are we paying enough?

One of these days, with the victory won, our men are going to come

back to the United States to pick up where they le ft  o ff. We

owe i t  to them to have the kind of an economy back home which will

provide opportunity for them. We cannot justly expect our soldier«

to fight the war and then come home to spend the rest of their

lives paying the b i l l .  I should like to say again, as I have

said before, that in my estimation we should pay f if ty  percent

of the cost of the war currently through taxation and in addition

we should continue to buy war bonds.
paying

Like a l l  war joba,yhigher taxes is  unpleasant, but must be 

done. I t  calls for sacrifice, but a small one compared with the 

sacrifices I have seen here at the front.

General Patton, General Clar, and others have told me SAME 

many stories about real heroism and the complete absence of fear 

on the part of our men. This is  what has made our troops victorious 

over the seasoned Nazis, trained for over a generation in the 

art of killing and torture. Donft le t us fool ourselves for a 

minute in underestimating the fighting fM ttlljHri quality of our, 

enemy, but le t me assure you that the American »oilier has got
whft i t  takesy*lo lick  the enemy, ^an for mag^

A



<m Q m

being seen; and when they are driven fro© one mountain they need 

only retreat a few hundred yard» to another and i t fs the same 

thing a ll  over again*

Winter is  coming, and bad weather will further complicate

the battle. That is why I am more sure than ever that the day

of fin al victory i» a long way off and fighting will be bloody.

I talked to many boys at the front who are cheerful and eager,

And the f ir s t  thing they always asked mis, "How are things back

hone?" I told them what you are doing to fight the war. I told

than that the Third War Loan had been oversubscribed by almost

four billion dollars, and they were pleased, and I  think they

were reassured beeause i t  is  easy to worry about the cost of war
They

when you see destruction a l l  around you. j f M  wonder i f  you will

keep supplying the money necessary to equip them properly*

They know that when ample material is  not at hand the generals

must a lter their strategy to get along on less, and the war is

unnecessarily stretched out a few more days, a few more weeks, or

a few more months* Our generals should never need to look over

their shoulders to see i f  sufficient equipment is  on hand. They

should have more than enough of everything. 1 They should be

asked to worry about nothing except fighting the war. I assured 
man

thei/and their commanding officers too that the American people 

would iM  build a ll  the material they need and will pay for it*
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you art building back home are doing in the enemy country. I

could see our a ir and ground forces working like players on the 
same football team.

Leaving Tunis I went to Palermo, the city in Sicily  that 

was taken after a desparate struggle by General Patton1» valiant 

7tS)Army•  With General^ Patton I stood on the balcony of the 

Jloyaly’Paiace and looked over the long road that turned and twisted! 

M il the mountains from the city , the road down which General 

Patton came fighting every inch of the way. General Patton told 

me about the troops who took this city . *The American fighting 

men are the best in the world,* he ¿old me, “some of them 

fought for 54 straight hours without stopping, without even a 
good rest.

I flew next to Maples, and here I saw miracles being per*» 

formed by our allied military government and our Amy engineers 

in getting the city back on it s  feet* From Clarke head

quarters near Maples I went up to the front lines over roads 

and through villages that had been abandoned by the Hasis only 

the day before* Here I saw our American .troops actually in battle ]

and I saw #hat they are up against. I had no idea of the terrible ! 
: w  ■ ■

terrain of this area in which we must fight the Basis. The area 

M between Maples and Rome is  mountainous and thick with trees
■; J;

and foliage. I t  is  ideal I l i l  for defense, because the Masi 

forces can; hide high in the mountains and fire  on our forces without
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as one indestructible team have won the final battle and tyrany has 

AAAA been blasted from the face of the earth«

s  ____.— , / i ^  ;
MR*̂ MQR9EIiTHAU: Thank you General Eisenhower* Thanks to 

President Roosevelt and General Marshall, and through the eooperatii 

of General Eisenhower and a l l  the commanding generals in this theat< 

of operation;! have been permitted to see the war at point blank 

range*

I would like to report to you what I found* I started out
 ̂„ I.WWHMUIHT.

fro* Algiers with General Everett Hughes, i i fa y  deputy theater

commander under General Eisenhower. C r̂ f ir s t  stop was the island
'trvC tr*

of Sardinia. The fighting ms over in Sardinia, W  I was able

! | f m  
I l i i

to see immediately ^xynĉ

a r e . j& ia g « j^ ^

vast probleSTn taking emir and maintaining a conquered 
territory*

lext we went to Tunis where I talked with General Doolittle
l l S

and Air Marshall Taft* Together these men, the American and the
S t i l l

Britisher, d irect our bombing forces that are softening up Germany 

for the invasion thst *111 come some day.-

B P S
frpgpfp
Wmmm

M M & m

HPr«sl General Doolittle*s war room I could see^Ee American bombers

mm
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iach of the way toward R<me, jpd  who w ill never forget that

-h -  W i r i n g  in constant danger of » i f f e l lo w  citisi

lack home have condif enoe ilTtti-^a bi l i  ty  to bring freedom back

to the world and are doing th e ir  f u l l  part to perpetuate the

kind of America th at we want.^The tru th  ia  that the men in the

fron t lin es believe i t  to  be the p a tr io tic  obligation of the

perol^^bsck hose to  supportfthe war u n til i t  h u rts . They expect

y o V t o V r o u r  duty. You have not le t  them down. I know you ,,

never w ill . My confidence in you i s  lik e  that I have of—the

«3r.i„fixory. • * I believe in you as I do

in my a ir  men who bomb the enemy by day and by night, and as I

believe in our gallan t seamen who carry  our troops, protect our

convoys, and a s s is t  the Army in destroying the enemy*in the south.

l e t ,  I think my men would lik e  to have me be brutally

honest with you and t e l l  you that sometimes in the past they 
• \  i ;

have wondered about how ddsply you f e l t  About the war. They know 

i t  is  your war as much as i t  is  th e irs , and they know how important 

i t  i s  to  havw>you a l l  out in producing war m aterial fo r them and 

buying bonds^HClT r eafi-Bureayou that i t  is  necessary fo r you to 

turn over to your Government these b illion s and tens of billions 

of dollars* To keep fa ith  with the figh tin g  men you w ill have 

to keep i t  up  ̂ y£eap i t  up u n til those who are fighting at the 

front and a l l  of you working and striv in g  a t  home shall



GENERAL EISENHOWER: Thank you, Mr. S ecretary . F irs t  le t  

me say that i t  would be d if f ic u lt  to  exaggerate the influence 

of your successful war loan drives on the men and women under 

my command. This is  a hard war, a b i t te r ,  bloody war. Those 

who are where the guns are f ir in g  and the bombs dropping know

and the road w ill continue to  be rough. Our men know i t .  They 

are ready fo r i t ,  but they want to be sure above a l l  else  

that the home front stands firm ly behind them. They want to 

know that the folks back home re a lly  re a lis e  that we are in this

war w ill continue to take everything that each of our soldiers

fin a l £X analysis th is  spirit/XJL equally as important as guns

and ammunition, because no general can win a b attle  even with the

“ing properly, anil 1AAI3I 
s t£ j

success of the Kwar loan drive is  v i ta l ly  important to the war 

over here. A successful war loan drive w ill renew proof to the 

men fighting in the mud along the folturno River, who are struggling

wTough and vicious enemy.

Make no m istake; i t  w ill be a long, long way tp fin al victory

together, fighting for our rig h ts  to lead a free  tx i stance.^This

has, and we know -  every J3eneral knows th at the most important

part of any s o ld ie r s  equipment is  h is figh tin g  s p ir i t .  In
i s

backed to the

m * WSMW WW
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happy to  t a l l  you that between September 8 and October 2 the 

American people invested 18 b illio n  9 hundred and 43 m illion  

d ollars in war bonds. In over-subscribing the Third War Loan 

by nearly 4 b illio n  d o lla rs , the American people have backed the 

attack  of our fighting man with the ty p ical American s p i r i t .

I have ju st returned from the fron t in I ta ly , and I want 

to  assure you that every one of your dollars -  every one of the 

d ollars you are investing in war bonds or paying in taxes for  

the war is  being well spent.

Under General Clark*s superb leadership I saw as fine a 

group of figh tin g  men as e x is t  anywhere in the world today.

I saw a well k n it, smooth running, well oiled figh tin g  machine 

a t work. Our men are well clothed, well fed, and in the pink of 

physical condition. Each and every one of you who subscribed to 

the Third War Loan can have a personal feelin g  of sa tisfactio n  

that you helped to  equip and feed and train  th is  aray . Yours 

is  a very important job in the war.

Before I made my tr ip  to the fron t lin es I  talked to General 

Eisenhower about the importance of our Third War Loan Drive to 

the men in the f ie ld , th a t  he had to say was so in terestin g  and 

so important that I asked him to t e l l  you himself «hat he told me.

Here i s  General Dwight D. Eisenhower, Commander-in-Chief of the 

A llied Forces*



This i s  a busy and excitin g  place# I t  is  the nerve center 

of the war we are figh tin g  su ccessfu lly  against the Basis# 

General Eisenhower, the b rill ia n t  Commander-in-Chief of our 

A llied forces in th is area i s  here# On his s ta f f  the B ritish  and 

American o ffice rs  are working as a team, working closely  with a 

mutual understanding, and except fo r the uniforms and insignia  

i t  would be d if f ic u lt  to separate them#

Down the s tre e t  a few blocks from where I am speaking to you 

is  the headquarters of General Giraud, who to ld  me a t  lunch that 

his w ife, three daughters, s ix  grandchildren, and & sister-in~la»  

have a l l  been taken to prison by the K»a>o Gestapo within the past

few days* Giraud has stripped his uniform of decorations and 

says he w ill wear none u n til he has marched into  Berlin*

Further down the s tr e e t  i s  the headquarters of p a tr io tic  

hard-working General DeGaulle, who, since 1940, has carried  on 

the good fig h t, and with whom I had an in terestin g  and friendly  

talk  th is  afternoon#

At supper at the home of Robert Murphy, our able and courageom 

m in ister, I had a long talk  with

who popMscnt»' the Soviet Union# These men and th e ir  forces also

represent an important p art of the vast invincible war machine

th at canters around the picturesque old city.C^fhere could be

more f i t t in g  place than th is  to report to you people bask 
the fin a l resu lt of our highly successful Third War Loan* I am

no



Like a l l  war jobs, paying higher taxes is  unpleasant, but must be 
done© I t  ca lls  for s a cr if ice , but a small one compared .with the 
sacrifices X have seen here at the front0

General Patton, General Clark, and others have told m r̂aany stories 
about real heroism, and the complete absence of fear on trie part of our 
menG This' is  what has made our troops victorious w n/the seasoned Nazis 
trained for over a generation in the art of k illing  and torture0 Don’t 
le t  us fool ourselves f  " ‘ ’ ' underestimating the fighting
quality of jm t  enemy, t e you that the American soldier has
proved thpfc he has got man for man, to lick  the enemy* The

fighting/ men with a ste rything that they may need until
victory‘7is ours0

very least that we civ: home is  to  see that ue supply theseJb

/
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I flew next to Naples, and here I  saw miracles behfog performed by 
our Allied ia lita iy  Government and our Armyrengineers /n getting the 
city  back on i t s  feet«» iVom General Clarkrs headquarters near Naples 
I  went up to the front lines over roads and through villages that had 
been abandoned by the Nazis only the day/bqfore0 Herib I  saw our 
American troops actually in battle and If saw what thdy are up against«»
I  had no idea of the terrib le  terrain  « i this area ■rf- which we mug*****000 
fight the/Nazis o The area between Naples and Rome, is  mountainous and 
thick with trees and foliage0 I t  is  ideal for <de£sge^>because the 
Nazi forces can hide high in the mountains and f ire  on our forces with
out being seen* and when they are driven from one mountain they need 
only retreat a few hundred yards to another ahd i t ’s the same thing a ll  
over again«» n ,  A- *~ -S L

Yfinter is  coming, and bad weaths r̂ w ill further complicate• fokq^battle© 
That is  why I  am more sure than ever what the day of fin a l victory is 
a long way o ff and £heA fighting w ill b^bloody0

1
I  talked to manyHlKjvs a t the front*wi*r are cheerful and eager«» And 

the/first tiling they alwâ re asked was, nHow are things back home?" I  told 
them what you are doing tc^fight the war«, X told them that the Third War 
Loan had been oversubscribed by almost four b illion  dollars* * t" Jf ie y  were 

^pleased, and I  think they were reassured because i t  i s  easy to worry about 
- the cost of war when you see destruction a l l  around you©

They wonder i f  you w ill keep supplying the money necessary to equip 
them properly«, They know that when ample material is not at hand the 
generals must alter their strategy to get along on le ss , and the war is 
unnecessarily stretched out a few more days, a few more weeks, or a few 
more months«, Our generals should never need to look over their shoulders 
to see i f  su fficient equipment is  on hand«» They shbuld have more than 
enough of everything© They should be asked to  worry about nothing except 
fighting the war© I  assured the men and their commanding o fficers , too, 
that the American people would build a l l  the material they need and vdll 
pay for it© ' \ u . _ *-fr

‘“Worry about the amount ofvl^ie war b i l l  thkt w ill be/Some of mmm
le f t  for them to  pay when they return home/ They know that with our 
high national income we can afford to pay toomo of the prr.rrnt war costs Cvor 
through taxes and bonds0 Are we paying enough? One of these days, with 
the victory won, our men are going to come back to the United States to 
pick up where they le f t  o ff0 We owe i t  to them to have the kind of 
econoiry back home which m il  provide opportunity for them0 We cannot 
ju stly  expect our soldiers to  fight the war and then come home to spend 
the rest of their lives paying the b illo  I  should like  to say again, as 
I  have said before, that in ny estimation we should pay fifby percent 
of the cost of the war currently through taxation and in addition we 
should continue to buy War Bonds©
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I  had in  the victories at Gafsa and H ill 609.' I  believe in you as I  do 
in ny airmen who bomb the enemy by davland^w night, and as I  believe 
in  our gallant seamen who carry our troops, protect our convoys, and 
assist the Army in tkwfrg'cyjrfxi fhra fanamy in. tho oout-hy ■

i n  • sM m
y ' ^ e t  I  think my men would like to  have me be brutally honest with  ̂
you and ''tq ll you that sometimes in  the past they have wendored ~̂ahput how ■% 
deeply you^e3ris about the war© They know i t  is  your war as much aiTehr--—iwOVfj 
is  th eirs, and they know how important i t  is  to have you •uall-outJn ♦•pro
ducing war material5(fr»ri thpm \a,\ Unplug.tlUlidj, «fnr f hnun,u 4*.

Government these,billions an ;nrM->over to your 
billions of dollars© To keep faith

m th the fighting men, you w ill laMpwM^keep i t  up, keep i t  up until those 
who are fighting* at the front and a l l  of you working and striving at home 
shall as one inc.estructible team have Y\ron the fin a l battle, and tyranny 
been blasted f r d ^ ^ M i  the earth© ^

Opf / iNj

m  l

¡ ¡ ¡8  ■

SECRStAEC « BOEWn&g; - V
Thanx you, General Eisenhower© Thanks to President Roosevelt and 

General Marshall, and through the cooperation of General Eisenhower and 
a ll  the commanding generals in  th is  theater of operations, T have been 
permitted to see the'war at point-blank rangeo

I would like to report to you what X foundo I  started out from 
Algiers with General Everett Hughes, deputy theater commandeer under 
General Eisenhower© 0u^-first stop was the island of Sardinia© j
fighting was over in  Sardinia, but I  was able to see immediately^pm X-^S °̂̂ * ®̂g|
bJm  v a s t  r r r n h l  rnnw n nmat maunmi-Pri « i n v, f  «tr/vv. 'n«rl o n v̂ 4î v* "i v» irv o //wkeVt. Xttj

ÔUf

vast problems 
quered territory

b in taking ever and maintaining a con-m

, : /‘o-*
rto  Tunis"," where I  talked with General Doolittle \ and 

Together these men, American and ¿4» Britisher,

M>V* ***.

Next we went 
Air Marshal
direct^our bombing forces that are softening up Germany for the invasion 
that w ill come some day© From General D oolittlefs war room I could see 
what th e  American bombers you are building back home are doing in the 
enemyscountry© I  could seê vour a ir  and ground forces working like 
players on the same football teamT’" X ^ v (— 1

Leaving Tunis, I  went to Palermo, the c ity  in Siodly that was taken 
after a desperate struggle by General Patton’s valiant Seventh Amy0 
With General Patton I  stood on the balcony of the royal palace and looked 
over the long road that turned and twisted up to the mountains from -Mio1 ^
c ity , the road down which General Patton a c t f ightirig every inch of the 
way© ^General Patton told me about the troops who toek this city© nThe 
American fighting men are the best in  th® world,n he told me0 MSome of 
them fought for f if ty —four hours without/ stopping, without even a good
rest©11 k  i mm wmM lifitii S B  IBM
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Under General Clark1 s super!? leadership I  saw as fjine a group of 
fighting men as exist anywhere in the world today«, I  saw a well knit, 
smooth running, 'well oiled fighting'machine at work* Wr men are'well 
clothed, well fed, and in the pink of of physical condition© Each and 
every one of you who subscribed to the Third War Loan can have a 
personal feeling of satisfaction that you helped to equip and feed and 
tra in fth is army© Yours is  a very important job in  the war©

Before I  madei ny tr ip  to the front lines I  talked to General Eisenhower 
about the importance of our War Loan Drive to the men in the fie  Id 0
What he had to  say was so interesting and so important that I  asked him to 
t e l l  you himself what he told me0 Here is General Dwight Do Eisenhower, 
Commander—in-Chief of the Allied Forces©

GENERAL EISENHOWER:

Thank you, Mr0 Secretary © ( F irst let/me say that i t  would be 
d ifficu lt to exaggerate the influence of ywa? successful war loan drives n 
on the men and women under iry commando This is  a hard war, a b itter 
bloody war© Those who are where the guns are firin g  and the bombs dr opping. »4^ 
tennw tifaay affie fiacsag»a tough and vicious cweny»

l i K S i l i i i  'V'I'S
Make no mis take i/it w ili'lo ea  long, long way to fin a l victory a.nd the 

.1 road w ill continue to be rough0 Our men know i t 0 They are ready for i t ,  
but ^hey want to bensure above a l l  else that the home front stands firmly 
behind them© They want to know that the folks M [  home raallyirealize 
that we are* in th is together, fighting for our righuvto lead a f^ee 
existence© \^roJ)
Jir': i

^Ms war M U  continue to take everything that each of our soldiers 
> an<l  we know -  .every general knows -  that the most important part of 

any soldier*s equipment is  his fighting spirit© In the final analysis 
th is sp irit is equally as important as guns and ammunition, because no 
general can win a battle  even with the best equipment i f  his men are natTf'i'tt\tWt 

sp aa in g i They are completely confident only when theyw^el
they are being backed to the lim it by the folks back.home© That/ls why

/ttnA. O

-t®  ■ ■

HrtviLA l|l I

the overwhelming success of the Third War Loan Drive is  v ita lly  important 
¿ o t h e  war over here0 A successful war loan drive irriVT VnirwWprnrvP 
the>»«» fighting in the mud along the Volturno River, who■arQ"%truggling
every inch of the way toward Rome, »and-.who. will  .forget that they

■»«ws* living in constant danger ^  ’Mwir 1 ivTgj. 4~vpf ĥrirfir fellovi citizens 
back home have confidence in iyhciiv ab ility  to bring free&mn back to the 

, world and are doing their fu ll paiu^to perpetuate the kinobfl America 
that we wanto y r * '  a « " !

Y n dn  ^  >4^
The/^ruth is  that theism  in the front lines belie^e^it to be the

ja trio tic  obligation of the people back home to support the war until i t  
lurts© They expect you to do your duty0 You have not le t  them
lown0 I know you never will© Jfy confidence in  you is/inSSB that which

m
'ttsX i

z3s*B



TREASURY DEPARTMENT 
Washington '

(The following addresses of SECRETARY M0RGENTHA.U 
and GENERAL EISENHOWER were broadcast from Allied 
Headquarters in Algiers at- 6 pam0« Eastern Wart 
Time t Saturday. October'23. 19A30) ' ~~

SECRETARY MORGENTHAU:

This is a busy and exciting place» I t  is the nerve center of the 

war we are fighting successfully against the Nazis« General Eisenhower, 

the b rillian t Commander—in—Chief of our Allied forces in  th is  area is 

here« On his s ta f f  British  and American officers are wdrking as 

a team, workimg^losely^with ^mutual u n d e r s ; b a n d i n e x c e p t  for the/r, 

uniforms and insignia it .  would be d ifficu lt to ssea*ai® ttum , 'T tS jJl
oh oul.

Down the street a few blocks from where I am speaking to you is  the 
headquarters^ of General Giraud, who told me at lunch that his wife, three 

augnters, six grandchildren, and a sister-in-law  have a l l  been taken to 
prison ty the Gestapo within the past few days« Giraud has stripped his 
uniform of decorations and says he w ill wear none until he has marched 

S ° er in °
^Further down the street is  the headquarters of p atrio tic , 

working General DeGaulle/who, since 194-0, has carried on the goodnight 
and with whom I'had an ^it ere sting and friendly ta lk  th is after^on« At* 
supper at the home of Hubert Murphy, our able and courageous sin ister.
1 had a long ta lk  with »he reprcocntfftiTnsi horo of-the Soviet Union«
These men and th eir forces also represent an important part of the vast o-u -tL  
invincible war machine that centers around ^ ^ i^ g ^ resq u e  old city«

.There could be no m ore^iting place * than this to report to you—- ---- %
people oack home the fin a l result* of our highly successfuLJ?fe±rdwhr 
Loan« I  am happy to t e l l  you that between September ^''andOctober 2 the 
merican people invested 118,94-3,000,000 in War Bonds« In over-subscribing 

the Third ta r  Loan by nearly 54, 000, 000, 000, the American people have 
backed tne attack1* of our fighting men with typical American soirit«

I  have ju st returned from the front in Ita ly , and I want #0 assure 
you that every one of your dollars -  every one of the dollarsAou are
investing in War Bonds or paying in taxes for the warvis  beinp well 
spent« - "

39-22



we
ok■■ tlio onorâ '. The very le a s t that/jSH. c iv ilia n s  can do at 

home is  to see that we supply these fighting men with a steady 

flow of everything that they may need u n til v icto ry  is  ours*



Some of « T w o rry  about the amount of «£\war b i l l  that will 

be le f t  for them to pay when they return home. They know that 

with our high national income we can afford to pay more of the 

current war costs through taxes and bonds# Are we paying enough? 

One of these days, with the v ic to ry  won, our men are going to come 

back to the United States to pick up where they l e f t  o ff . We 

owe i t  to  them to have the kind of an economy back home which will 

provide opportunity for them. We cannot ju stly  expect our soldiers 

to f ig h t the war and then come home to spend the re s t  of their 

liv es paying the b i l l .  I should lik e to say again, as I have 

said before, that in my estimation we should pay f i f t y  percent 

of the cost of the war currently through taxation and in addition 

we should continue to buy war bonds.

Like a l l  war jo b s ,/| iig S e ra x e s  is  unpleasant, but must be 

done. I t  ca lls  fo r s a c r if ic e , but a small one compared with the 

sa c rif ic e s  I have seen here at the fro n t.

General Patton, General Clar£ and others have told me JjjjjgS
/

many sto ries about re a l heroism and the complete absence of fear 

on the part of our men. This is  what has made our troops victorious 

over the seasoned hazis* trained fo r over a generation in the 

a rt  of k illin g  and to rtu re . Don't l e t  us fo ol ourselves for a

quality of ourminute in underestimating the figh tin g  

enemy, but le t  me assure you that the American soiai^r  

whfbt i t  takes^ t o"41 olr the man for man  ̂ ^
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being seen; and when they are driven from one mountain they need 

only re tre a t a few hundred yards to another and i t ' s  the same 

thing a l l  over again.

Winter is  coming, and bad weather w ill fu rther complicate

the b a ttle . That is  why I am more sure than ever that the day
. . .

of f in a l v icto ry  is  a long way off and^fighting w ill be bloody.

I talked to many boys at the fron t who are cheerful and eager,

And the f i r s t  thing they always asked was, "How are things back

home?" I told  them what you are doing to figh t the war. I told

them that the Third War Loan had been oversubscribed by almost

four b illion  d o llars , and they were pleased, and I think they

were reassured because i t  is  easy to worry about the cost of war
^ T h e y

when you see destruction a l l  around youCifiH wonder i f  you will 

keep supplying the money necessary to equip them properly.

They know that when ample m aterial is  not at hand the generals 

must a l te r  th eir strategy  to get along on le s s , and the war is 

unnecessarily stretched out a few more days, a few more weeks, or 

a few more months. Our generals should never need to look over 

th eir shoulders to see i f  su fficien t equipment is  on hand. They 

should have more than enough of everything. E  They should be 

asked to  worry about nothing except fighting the war. I assured 

theMpmd th eir commanding officers^ too  ̂ that the American people 

would build a l l  the m aterial they need and w ill pay for i t .



you are building back home are doing in the enemy country* I

could see our a i r  and ground forces working lik e  players on the 

same footb all team.

Leaving Tunis I went to Palermo, the c i ty  in S ic ily  that 

^was taken a fte r  a desperate struggle by General Patton 's v a lia n t

With General^ Patton I stood on the balcony of the

mountains from the c i ty , the road down which General 

Patton came fighting every inch of the way. General Patton told 

me about the troops who took this c i ty .  "The American fighting 

men are th j 1 "  r id ,"  he Jold me* "some of them

I flew next to Naples, and here I saw m iracles being per» 

formed by our a llie d  m ilitary  government and our Army engineers 

in getting the c i ty  back on i t s  feet*  From GiMkftJL Clark’ s head

quarters near Naples I went up to the front lines over roads 

and through v illag es that had been abandoned by the Nazis only 

the day before. Here I ŝ w our imerican troops actu ally  in battle 

and I saw th at they are up again st. I had no idea of the terrible 

te rra in  of th is  area in which we must lig h t the Nazis. The area 

I t  between Naples and Rome is  mountainous and thick with trees

and fo lia g e . I t  is  ideal M ir  for defense, because the Nazi 

forces can hide high in the mountains and f i r e  on our forces without

/ifoyal^ alace and looked over the long road that turned and twisted

fought for  

good rest.*

ours without stopping, without even a



as one indestructib le team have won the fin a l b attle  and tyranv has 

JgQtfr been blasted from the face of the earth .

'hank you,General Eisenhower. Thanks to--------------------- „

President Roosevelt and General Marshall, and through the cooperation 

of General Eisenhower and a l l  the commanding generals in this theater 

of operational have been permitted to see the war at point"blank 

range.

I would like to report to you what I found. I started out

from Algiers with General Everett Hughes, deputy theater

commander under General Eisenhower. O r̂ f i r s t  stop was the island

of Sardinia. The figh tin g  was over in Sardinia, swift I was able
t k f t .

to see immediately wey

vast problems^^^takihg^dver* maintaining a c onquered

Next we went to  Tun is, where I talked with General Doolittle 

and Air Marshal|f T aft. Together these men, the American and the 

B ritish e r, d ir e c t  our bombing forces that are softening up Germany 

for the invasion th st -frill come some day*.-
»’«Bigsasai

From General D oolittle*s war room I could s e e th e  American bombers



every inch of the way toward Rome, and who w ill nev&r forget that 

Jw y 5r liv in g  in constant danger # of j% that "tea fellow citizens

back home have condifence in k ier a b ility  to bring freedom back 

to the world and are doing th e ir fu ll  part to perpetuate the 

kind of America that we want.^The tru th  is  that the men in the 

front lin es believe i t  to be the p a tr io tic  obligation of the 

peopl| back home to supporijfehe war u n til i t  h u rts . They expect 

S rm % o7 o A your duty* You have not le t  them down,. I know you

never w ill . !My confidence in you is .l ik e  tha

v ic to r
a S t

A
if:

n
)elieve in you as I do

in my a ir  men who bomb the enemy by day and by night, and as I

believe in our gallant seamed who carry  our troops, protect our

convoys, and a s s is t  the Army in destroying the enemy/in the sotith.

Y et^  I think my men would like to have me be brutally

honest with you and t e l l  you that sometimes in the past they
SL

have wondered about how dimply you f e l t  ¿bout the war. They know 

i t  is  your war as much as i t  is  th e irs , and they know how important 

i t  is  to have yoy)a ll -o u t  in producing war m aterial for them and 

buying bondyjfe— aaur9y ^ tT th a f  1 1 is  necessary for you to 

turn over to your Government these b illion s and tens of billions 

of d o lla rs . To keep fa ith  with the fighting men you w ill have 

to keep i t  ûp̂  ^Ksep i t  up u n til those who are fighting at the 

front and a l l  of you working and striv in g  a t home shall



GENERAL EISENHOWER: Thank you, Mr. S ecretary . F irs t  le t  

me say that i t  would be d if f ic u lt  to  exaggerate the influence 

of your successful war loan drives on the men and women under 

my command. This is  a hard war, a b it te r , bloody war. Those 

who are where tfihe guns are f ir in g  and the bombs dropping know

ough and vicious enemy.

Make no mistake; i t  w ill be a long, long way tp fin al victory 

and the road w ill continue to  be rough. Our men know i t .  They 

are ready for i t ,  but they want to be sure above a l l  else  

that the home front stands firm ly behind them. They want to 

know that the folks back home re a lly  re a liz e  that we are in this 

together, fighting for our righ ts to lead a free existence.^T his  

war w ill continue to take everything that each of our soldiers 

has, and we know r-every  General knows^hat the most important
■ '' ■ j # - ■ ->■ ■

part of any soldier* s equipment is  his fighting s p ir i t .  In
is

fin a l-i(i  analysis th is spirijt/^jj equally as important as guns 

and ammunition, because no general can win a battle even with the 

best of equipment i f  his men are not responding properly^

TTMpleTe ly  conf i  d e n ty ^ ^ ^ ^ i i ih e y  are being backed to the 

l im it*  Only wkiTrlhijrfatal they

by the folks back home 
'~TJh

That is  why overwhelming

success of the war loan ¿riv e  is  v i ta l ly  important to the war 
** 2- ^  ^

over here. A successful war loan drive w ill renew proof to the 

men fighting in the mud along the Volturno River, who are struggling



happy to t e l l  you that between September k and October 2 the

in war feonds* In over-subscribing the Third War Loan 

by nearly 4 "»biA la«^«^llaroy^tW 'A e rica n  people have oacked the 

a tta c iro f  our fighting men with the typ ical American sp irit*

I have just returned from the front in I ta ly , and I want 

to assure you that every one of your dollars —  every one of the 

dollars you are investing in war bonds or paying in taxes for

Under General Clark’ s superb leadership I saw as fine a 

group of fighting men as e x is t anywhere in the world today.

I saw a well k n it, smooth running, well oiled fighting machine 

at work* Our men are well clothed, well fed, and in the pink of 

physical condition* Each and every one of you who subscribed to 

the Third War Loan can have a personal feeling of satisfaction  

that you helped to equip and feed and train  th is army* Yours 

is  a very important job in the war.

Before I made my trip  to the front lin es I talked to General 

Eisenhower about the importance of our Third War Loan Drive to 

the men in the f ie ld . What he had to say was so in terestin g  and 

so important that I asked him to t e l l  you himself what he told me. 

Here is  General Dwight D. Eisenhower, Commander-in-Chief of the 

A llied Forces*

American people invested
4  @~& ~0

8 pi’l i lo g»1 €r hrmdf gd 1 and 4'yiflil'iron

the war is  being well spec



This is  a busy and excitin g  p lace . I t  is  the nerve center 

of the war we are fighting successfully  against the Hazis.

General Eisenhower, the b rillia n t Commander-in-chief of our 

A llied forces in this area, is  here. On his s ta ff  the B ritish  and 

American o ffice rs  are working as a team, working closely  with a 

mutual understanding, and except fo r the uniforms and insignia 

i t  would be d iff ic u lt  to separate them.

Down the s tre e t a few blocks from where I am speaking to you 

is  the headquarters of General Giraud, who to ld  me a t  lunch that 

his wife, three daughters, six  grandchildren, and a sister-in-law  

have a l l  been taken to prison by th e ’̂ aariw Gestapo within the past 

few days. Giraud has stripped his uniform of decorations and 

says he w ill wear none u n til he has marched into Berlin .

Further down the s tre e t  i s  the headquarters of p a tr io tic

hard-working General DeGaulle, who, since 1940, has carried  on

the good fig h t, and with whom I had an in terestin g  and friendly

talk  th is afternoon.
------- -— -----------

At supper at the home of Robert Murphy, our able and courageous 

m inister, I had a long talk with oj/ĵ

- "tip»«extc-the Soviet Union*/ These men and th e ir  forces also 

represent an important part of the vast invincible war machine 

that centers around the picturesque old c ity .^ T h e re  could be no 

more f i t t in g  place than th is  to report to you people back home 

the f in a l  re su lt of our highly successful Third War Loan. I am
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night 1 *111 guln^-tir talk absut^nnigtlrliig you 

xpWt the Treasury Department to discuss. Pm going ts^tall 

about the Second Front*

The Se'fcand Front is no m ilitary  secret* jge a l l  know tha^, 

just over the hohizon, we of the United Nations are p iling  up 

the thunder-clouds ofcythe g reatest attack  in h isto ry . We are 

ssing for that attack\now . The/planning, the patient pre

ra tio n , the b it te r  time iftien/foe had to take blows without

returning them, because we/ivePhn’ t  ready - a l l  of that is  past.
/  \

N)w wefre ready to deal a few bloWs ourselves; and they ’ 1 1  be

bLows, I can promj/^e you, that w ill r^ck Nazi Germany to i ts

rp tten , bloodstained foundations.

As tKe Secretary of the Treasury I ’ve b^an given the job of' 
eeingylio i t  that money is available to pay forNthis great m ili- 
aryjzufensive and others to follow. This is whywe^are launch- 

ing/xhe Second War Loan tonight — to raise  a t  le a s t rSshi 11 ion 
.lars befor e the end of th is month to buy m aterials anctH ^le- 

nf-war. We must buy sh ells today for big guns that wi

H
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(The following addresses of SECRETAR! MORGENTHAU 
aiid̂ GENERAL EISENHOWER were broadcast from Allied 
Headquarters in Algiers at- 6 pem0. Eastern War 
Arme, Saturday. October 23, 19A3 )̂ ----’—

SECRETARY MORGENTHAU:

This is  a busy and exciting place0 I t  is  the nerve center of the

war we are fighting successfully against the Nazis,  General Eisenhower,

the b rillia n t Commander-in-Chief of our Allied forces in th is area, is

■ here„ On his s ta ff  B ritish  and American officers are working as a team,

working so closely and with such mutual understanding that except for

th eir  uniforms and insignia i t  would be d ifficu lt to t e l l  that two

separate nations are representedo :

Down the street a few blocks from where I  am sneak-inf? tn imn •?« 4-k 
headquarters of General Giraud, who told me at lunch t £ ?  his wife ttoee
S S o n ebyT L % egsR anoh ilt  v  n% fnd a s is te - in - la w  h a v e lu  be^n X ie n  t  ° prison by the Gestapo within the past few days« Giraud has - strinnpH m «

3nd 3373 he wil1 Tfear' n°ne “  j T h a f  S o d " 13

Further down the street is- the headquarters of patriotic hard 
working General DeGaulle, who, since 1940, has carried on theVood f i ffht
s ~  aNthe L m f o f A f T f 1" !  and friendly talk  afternoon, At’ 
T S A a  Ln^ talk A R  s i8 “urP?r* our al>le and courageous Minister, 
UnSn The?c>t  lk la y k lexa2der Bogomolov, who represents the Soviet

the Third War Loan by nearlv •ft/ non nnn nnn iu\.j  . . suoscriDing
■"backed the ,+ + £ vii L   ̂ i?  M ,« » ,000,000, the American people have Backed the attack of our fighting men with typical American s p ir it ,

s  a w r
w ell spent! B°ndS °r pa^ing in ta*es for the war ~ is being
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Under General Clark1s superb leadership I  saw as fine a group of 
fighting men as exist anywhere,in the world today, I  saw a well knit, 
smooth running, well oiled fighting machine at v-iork. Your men are well 
clothed, well fed, and in the pink of physical condition. Each and every 
one of you who' subscribed to the Third War ioan can have a personal feel*» 
ing of satisfaction that you helped to equip and feed and., train  this army, 
lours is  a very important job ,ih the war.

Before I  made'my trip  to the front lines I  talked to General Eisenhower 
about the importance of our Wah Loan Drive to the men in the fie ld . What 
he had to say was so interesting and s.o important that I  asked him to te l l  
you himself what he told me. Here is  General Dwight D. Eisenhower, Commander- 
in-Chief of the Allied Forces,

GENERAL EISENHOWER: '

Thank you, Mr, Secretary, F irs t, le t  me say that i t  would be d ifficult 
to exaggerate the influence of our successful war loan drives, on the men 
and women under my command*■ This is  a hard war, a b itte r  and bloody war. 
Those who are where the guns are firing and the bombs dropping face a tough 
and vicious and treacherous enemy.

Make no mistake;J i t  w ill be a long; long way to fin a l victory and t̂he 
road w ill continue to be rough. Our men know i t f They are ready for i t ,  
but they want- to be always sure above a l l  else that the home front stands 
firmly behind them. They want to know that the folks at home keenly realize 
that we are a l l  in this together, fighting for our' right to lead a free 
existence. • {■ , : , ' ' v •

This war w ill continue to take everything that each of our soldiers 
has, and we know -  every general knows — that the'most important part of 
any soldier’s equipment is  his fighting sp ir it . In the fin al analysis 
this sp ir it is equally as important as -guns and ammunition, because no 
geheral can win a. battle even with the best equipment i f  his men are not 
determined and confident.. They are completely confident only when they 
feb l they are being backed to the lim it by the folks back home. That is 
why. the overwhe Laing success of the Third War Loan Drive is v ita lly  im~ 
portant to the war .over here, successful war loan drive-is renewed proof 
to the man fighting in the mud along the Volturno River, to the man strug*- 
gling every inch of the way toward Rome;, to the man who never forgets that 
he is living in constant -danger of his l i f e ,  that his fellow citizens back 
home have confidence in his ab ility  to bring freedom back to the world and 
are doing,their fu ll  part to perpetuate the kind of America that we want.

The bald truth ia that the man in the front lines believes i t  to be; the 
patriotic obligation of the people back home to support the war until i t  
hurts. They expect you to do your duty, You have not le t  them down*
I know you never w ill. My confidence in you is  equal to that I  had in the 
victories at Gafsa and H ill 609, at Bizerte and Messina and at Salerno and 
Naples. I  believe in you as 1 do in my airmen who bomb the enemy by day
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and by nighty and as I  believe in our gallant seamen who carry our troops 
protect our convoys, and a ss is t the Army in assaulting the enemy strong
holds,

Yet I  think my men would like to  have me be brutally honest with you 
and te l l  you that sometimes in the past they have worried about how deeply 
you fee l about the war. They know i t  is  your war as much as i t  is  theirs 
and'they know how important i t  is  to have you “a ll-o u t", producing war 
materials to the lim it and buying bonds to the lim it., : v

I t  reassures them that you are turning over to your Government these 
b illion s upon billion s of dollars. To keep fa ith  with the fighting men, 
you w ill keep i t  up, keep i t  up until those who are fighting at the front 
and a l l  of you working and striving at home shall as one indestructible 
team have won the fin a l b a ttle , and tyranny and oppression have been 
blasted from the earth.

SECRETARY MORGENTHAU:'

Thank you, General Eisenhower. Thanks to President Roosevelt and 
General Marshall, and through the cooperation of General Eisenhower and 
a f l  the commanding generals in  this theater o f .operations, I have been 
permitted to see the war at point-blank range,

I  would like to report to you what I  found. I  started out from Algiers 
with General Everett Hughes, deputy theater commander under, General 
Eisenhower. Our f i r s t  stop was the island of Sardinia. The fighting was 
over in Sardinia, but I  was able to see immediately -why our armies are 
not through where the Nazis are going. Actually there are vast problems 
in taking over the maintaining a conquered territo ry .

^Next we went to Funis, where I talked with General Doolittle and 
Air Earshai Tedder. Together these men, an American and a Britisher 
direct^ our bombing forces that are softening5up Germany for the invasion 
that will,come some. day. From General Doolittle/s war room I could see 
what the American bombers you are building back home are doing in the 
enemy’s country. I could see how our air and ground forces work like 
players on the same football team,

leaving Tunis, I  went to Palermo, the c ity  in S ic ily  that was taken 
a fter a desperate struggle by General Patton’s valiant-Seventh Army,

General Patton I  stood .on the balcony of the royal palace and looked 
out oyer the long road that turned and twisted up to the mountains beyond 
the c ity , the road down which General Patton had come fighting every inch 
of the way. General Patton told me about the troops who took th is c ity .
“The American fighting men are the best in the world,” he told me. '
“Some of them fought for fifty -fo u r hours without stopping, without even 
a good r e s t .”

I  flew next to Naples, and here I  saw miracles being performed by 
our Allied M ilitary Government and our Army engineers in getting thè c ity  
back on i t s  fe e t . From General Clark's headquarters near Naples I  went ' 
up to the front lines over roads and through villages that had been
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abandoned by the Nazis only the day before. Here I  saw our American troops 
actually in battle and I  saw what they are up against. I  had no idea of 
the terrib le  terrain  in th is area over which we must fight the Nazis.
The area between Naples and Rome is  mountainous and thick with trees and 
foliage. I t  is  ideal for defensive action, because the Nazi forces can 
hide high in the mountains .and fire  on our forces without being seen;, and 
when they are driven from one mountain they need only retreat a few hundred 
yards to another and i t ’s the same thing a l l  over again.

Winter is coming, and bad weather w ill further complicate this battle. 
That is  why I am more sure-than ever that the day/of fin a l victory is 
a long way off and the fighting m il  be tough and bloody.

1 talked to many boys at the fro n t. They are cheerful and eager. And 
the f i r s t  thing they always asked was, flHow are things back home? " I  told 
them what you are doing to help figh t the war. I told them that the Third 
'Jar Loan had been oversubscribed by almost four b illio n  dollars. They 
were pleased, and I think they were reassured because i t  is easy to worry 
about the cost of war when you see destruction a l l  around you.

They Wonder i f  you m il  keep supplying the money necessary to equip 
them properly. They know that when ample material is  not at hand the 
generals must a lter their strategy to get along on le ss , and the war is  
unnecessarily stretched out a few more days, a few more weeks, or a few 
more months. Our generals should never need to look over their shoulders 
to see i f  sufficient' equipment is  on hand. They should have more than 
enough of everything. They should be asked to worry about nothing except 
fighting the war, I assured the men and their commanding o fficers, too, 
that the American people would build a l l  the material they need and wili- 
pay for i t .

Some of our men worry about the amount of the war b i l l  that w ill be 
le f t  for them to pay when they return home. They know that with our 
high national income we can afford to  pay a much greater portion of the 
war costs currently through taxes and bonds. Are we paying enough?
One of these days, with the victory.won, our men are going to come back 
to the United States to pick up where they le f t  o ff . We owe i t  to them 
to have the kino, of economy back home which w ill provide opportunity for 
them. We cannot ju stly  expect our soldiers to fight the war and then 
come home to spend the rest of their lives paying the b i l l .  I  should 
like to say again, as I  have said before, that in my estimation we should 
pay f i f ty  percent 01 the cost of the war currently through taxation and 
in addition we should continue to buy War Bonds,

Like a l l  war jobs, paying higher taxes is  unpleasant, but'must be 
done. I t  calls for sa crifice , but a small one compared with the 
sacrifices I have seen here at ' the fro n t.
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General Patton^ General Clerk  ̂ and others have told me many stories 
about real heroism and the complete absence of fear on the part of our 
men. This is  what has made our troops victorious against the seasoned 
Nazis, trained for over a generation in the art of B illing and torture. 
Don’ t  le t  us fool ourselves for a minute by underestimating the fighting 
quality of the enemy, but le t  me assure you that the American soldier 
has proved that he has got what i t  takes, man for man, to lick  the 
eneiny. The very least-th at we civilians can do at .home is to see that 
we supply these fighting men with a steady flow o£ everything that they 
may need u ntil victory is  ours,
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TREASURY DEPARTMENT 
Washington

FOR RELEASE, MORNING NEWSPAPERS,
Tuesday, October 26« 1943»

The Secretary of the Treasury announced last evening that the tenders for 

$1,000,000,000, or thereabouts, of 91-day Treasury bills to be dated October 28, 1943, 

and to mature January 27, 1944, which were offered on October 22, were-opened at the 

Federal Reserve Banks on October 25*

The details of this issue are as follows:

Total applied for - $1,286,529,000
Total accepted - 1,008,064,000 (includes $67,771,000 entered on a fixed-prici

basis at 99.905 and accepted in full)

Range of accepted bids:

High - 99.915 Equivalent rate of discount approx. 0.336# per annum
Low - 99.905 * & it h « 0.376# * »
Average price - 99.905/ n « » » » 0.375# * *

Press Service ^

(82 percent of the amount bid for at the low price was accepted)

Federal Reserve Total Total
District Applied for Accepted

Boston
New York
Philadelphia
Cleveland
Richmond
Atlanta
Chicago
St. Louis
Minneapolis
Kansas City
Dallas
San Francisco

$ 40,655,000
744.318.000
53.310.000
57.708.000
27.780.000
18.475.000

135.612.000
48.835.000
26.600.000
19.789.000
15.077.000
98.370.000

$ 34,751,000
525.512.000
46, 856,000
55, 311,000
25 , 562,000
17.789.000

115.898.000
a , 742,000
22.963.000
19,060,000
14,186,000
88,434,000

TOTAL $1,286,529,000 $1,008,064,000
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The S e c r e t a r y  o f  th e  Treasury announced l a s t  evening t h a t

th e  tenders  f o r  $ 1 , 0 0 0 , 0 0 0 , 0 0 0 *  or th e r e a b o u ts ,  of 91-day T r e a s 

ury b i l l s  t o  fee dated October 28, 1943» and to  mature January 27, 

1944, which were o f f e r e d  on October 22, wer£ opened a t  th e  Fed

e r a l  Reserve Banks on October 2 5 .

The d e t a i l s  of  t h i s  i s su e  a r e  as fo l lo w s i

T o t a l  applied  f o r  -  $ 1 , 2 8 6 , 5 2 9 , 0 0 0
T o ta l  accepted  -  1 , 0 0 8 , 0 6 4 , 0 0 0  ( in c lu d e s  $ 6 7 ,7 7 1 ,0 0 0

entered on a f i x e d - p r i c e  b a s i s  a t  99 .9 0 5  and accepted in 
f u l l ) ,

Range of  accepted  b i d s :

High

, Low

Average
p r i c e

9 9 .9 1 5  E qu ivalent  r a t e  of 
per annum

9 9 .9 0 5  Equivalent  r a t e  of  
per annum

99.905/Equ i v a l e n t  r a t e  o f  
per annum

discount approx, 0*336% 

discount approx* 0,376% 

discount approx. f0.375%

(82 p ercen t  o f  th e  amount bid f o r  a t  th e  low p r i c e  was accepted)

Fe d e ra l  Reserve 
D i s t r i c t

Roston
New York
P h ilad elph ia ,
Cleveland
Richmond
A tla n ta
Chicago
S t . L o u i s '
Minneapolis
Kansas C ity
D a l la s
San F r a n c is c o

T o ta l T o ta l
A pplied fo r Accepted

# 4 0 , 6 5 5 ,0 0 0 # 3 4 , 7 5 1 , 0 0 0
7 4 4 , 3 1 8 , 0 0 0 525, 512,000

5 3 , 3 1 0 , 0 0 0 4 6 , 8 5 6 ,0 0 0
5 7 , 7 0 8 , 0 0 0 5 5 , 3 1 1 , 0 0 0
2 7 , 7 8 0 , 0 0 0  , 2 5 ,5 6 2 , 0 0 0
1 8 , 4 7 5 , 0 0 0 1 7 , 7 8 9 , 0 0 0

1 3 5 , 6 1 2 , 0 0 0 1 1 5 ,8 9 8 , 0 0 0
4 8 y835 ,000 ; 4 1 , 7 4 2 , 0 0 0
2 6 , 6 0 0 , 0 0 0 2 2 , 9 6 3 , 0 0 0
1 9 , 7 8 9 , 0 0 0 1 9 , 0 6 0 , 0 0 0
1 5 , 0 7 7 ,0 0 0 1 4 , 1 8 6 , 0 0 0
9 8 , 3 7 0 , 0 0 0 8 8 , 4 3 4 , 0 0 0

0 1 ,2 8 6,5 2 9 ,0 0 0  #1 ,008,064 ,000TOT AX,
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In closing, I should like to emphasize the fact that the probiem 

of postwar adjustments is  not one which can be solved through 

tax measures alone. The allowance of deductible reserves is 

not necessary to provide adequate tax r e lie f ; moreover, i t  would 

result in gross inequities. I t  should also be noted that adequate 

re lie f  would not be afforded by deductible reserves. They would 

not bear any necessary relationship to the need for cash. For 

many profitable corporations, reserves set up to secure tax 

deduction would unnecessarily increase liquid assets, while for 

unprofitable mpansaridam corporations — which might be hardest 

h it in the postwar adjustment — the deduction of reserves would 

bring no advantage.

To rely upon tax measures to accomplish what other government a \_. 

nctuirb cah akibo aeoinpliah is  to do gross inequity without
■ i >

solving any problem at a l l .  The needs ftr of business for cash 

cannot be met without the prompt liquidation of war contracts.
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the postwar markets#

In closing, I should like lo  emphasis the fa c t that 

the problem ofVostwar adjustments is  not one which can 

he solved th ro u g h W  m eW re* alone. Many taxpayers have 

urged the allowance \>f deductible reserves as a means of 

providing industry witn funds fo r reconversion* In so 

doing they are pros4singV  tax solution to what is  

essen tially  a fin an cial problem. The allowance of reserves

/ \  ■ . Jt
cannot insure postwar liq u id ity ! The pronpt liquidta-WCH

I \
of war contrasts w ill meet the nee&p of business fo r  cash

I ' \  ' .
as adequately and more equitably thanxw ill reserves*

?  —  \
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We must not permit delayed settlements of con tracts  

and delayed refunds of tax  overpayments to in terfere  with 

the speedy readjustment to peacetime production# le  stand 

to lose i f  we striv e  fo r the la s t  degree of perfection  in  

the auditing of such settlements# Our main task is  to 

accomplish the changeover to a peace economy without delay 

and with the maximum encouragement from the government by 

making available to private enterprise speedily the cash 

which w ill ultim ately be due to business concerns#

% must also see to i t  that in the readjustment to  

peacetime production a fte r  the war the position of small 

business is  not permitted to deteriorate,* Small business 

must be able t© compete with large business in recapturing

the post war market s *
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Our principal concern a fte r  the war w ill be to
A.

maintain a high level o f,n ation al income, high levels of 

business a c tiv ity  §n4 fu ll  employment* This is  esp ecially  

important in view of the present high levels of income and 

employment to which workers and employers alike have become 

accustomed*

The termination of the war w ill find many business 

concerns with cash claims against the Government* Some w ill 

have claims incident to the settlem  n t/ of war co n tractsj  

others w ill have claims for tax refunds due to the overpayment 

of taxes on wartime incomes* The in te re s ts  of the Nation 

can be served best by providing now for ways and means of 

expediting the release of such cash claims to private  

enterprise immediately a fte r  the termination of the war*

! §  must not permit



iapaot «f th« poatmr U  laçovta&t 

th at s»  apaedvtp 8 8 t t l* » a t#  w iiia g  out of oontraet 

tem in atio a  a a i a ria ia g  « la »  î r m  ta *  ra fu aâ*.
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This general ploture of the current financial position 

oi corporate enterprise does not indicate the probability 

of a serious postwar cash problem, i t  is recognised« 

however, that the high degree of liquidity for corporations 

as a whole does not mean that a ll corporations will be in a 

satisfactory financial condition at the end of the war. 

There ere eases where working capital Is almost entirely 

tied up in wartime inventories and goods in process. In 

some cases the demands for ever expanding output have made 

i t  impossible to set aside a reserve of liquid eseete out 

of earnings. A large number of these cases are found in 

ÜHW indue tries which have enjoyed a phenomenal growth 

siaoe the beginning of the war, especially among the 

H aller corporation«. To protect such firms from the

impact



in  tb# Sorv»y of Caprent Buainsa* M i t  la  estlaa ted  tfcat

w t- deposita and I a l i t i  State* Oevemneat aeeuritiea %  

H I b illlo a  during th* taro years, 1941 and IM E . l i tbese 

holding* of l i p i i  asseta ai*# laereased a* wut in 3MS 

ss thay nere l a  1942 eqrporatloa* « i l i  t »  th* 7*ara 1941, 

IM E and IM S bave iaareased their l l p l d  aaasts by

$33 billloa»
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S1S.5 b illio n , op two and a  h alf times the amounts

retained during the ^^twar^jrears 1986«»198B* ( S u ;  U id ^ t  6  J

Additions to  surplus do n ot, of oouree, autom atically

insure liq u id ity . Liquidity depends on the kinds of assets

held by a corporation and not upon the amount of i t s

surplus. To the extent th at retain ed  earnings are tied  tip

in fixed  p lan t, in ven tories, or receiv ab les, they w ill not

be availab le for meeting the expenses of tra n sitio n  to

peacetime operation, neither w ill they provide working

cap ita l need*£to carry  on peacetime employment and production*

However, reoent studies of tbs h o ld in g  of liquid

assets by Individuals and corporations suggest th a t fo r

corporations as a whole these holdings have rise n  even

ou, omfauAfi.
fa s te r  than regained earnings. In s> recent study appearing

in  the



Tbs lo tta r  the m r  le s ta , « f i  the uore gradual i ta  

term ination, it*  e a sie r i t  w ill he fa r  war oontraotora 

to  finance th e ir  reconversion. Tula ia true irreape o tive

of the speed with «Lleh co n tra cts  are se ttle d  ead compensa

tion  fo r leases ia  paid . However, i t  a»y w all he th a t we 

Should provide additi orni safeguards to  business ia  ease

aa abrupt term ination of a re la tiv e ly  abort war p laeta a 

high presina on cash during the tra n sitio n  period .
rnmm

ffcj|  pease "fflnt i f  the war »houli end a t  the oloee of

tid e  year« American corporations a* a  group would be in  an

a i t i  on aa to  p ro fits  end

surplus. Treasury estim ates submitted to the ways end 

leans Committee in d icate th at the net inoone retain ed  by

p ro fit corporations a f te r  taxes and a f te r  net dividends paid 

w ill aggregate fo r the years ld 41 , 1942« and 1943

$i& .5 b illion «
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with tins

tcrsdnatioa oi w r ooatraet»»

S »  «pending up of t ie  röi’uada under the oarr^ jao k

fcue. . p 4 ^ t m  p J * A *  ('
provision» #f the tea I #  should .postwar cash

problem^ceww^wiA

There i%  t e i f i  m other problem the

cash problem, a risin g  i f  working cap ita l is  even tem porarily

fre ie n  la  wartime inventories#

The magnitude of th is problem is  not easy to  assess a t 

the present lim e, te  do not know how .many firm s w ill find  

themselves in  a highly illiq u id  condition a fte r  the m r,  

because m  do not know how long the war w ill la s t*  — nor 

do we know whether i t  w ill term inate gradually or abruptly#

Tbs longer



" I ?  *

Mlsa®# oi refunds Is# *®»M be accelera ted .

B is  procedure f o r  a e e e le p a tlo n  * # d i #  '*■ I s  t e l i e T e d ,  

XstoI ts tiie Wkiais ¡ J  the Cooadsaloner of a testativ# 

deUisalaaUen si the «oust das* ibis *ould be credited 

o r  refunded = Libia the shortest § » **  prolally la

fro» sixty to ninety days. Thereafter, foe final detemia»« 

ties, of jjfr claims for refund mvM  proceed In ordinary 

source; oa ultiaat* readjustment the taxpayer would repay 

any erroneous refunds or the gowntnent whM pay any 

baltt.ee of refund* remaining unpaid.



terminations and sim ilar i t « «  would be pertinent la  th is

connection.

4 , P a rtia l protection  ahould be given to the revenue by 

paraittiug acceleration  of tba co llectio n  of deferred pay- 

s e a ts , or other protaotive M esure«, «hors «ubaaqueat a ir»  

cuastanoea iodieste the s i t ia s te  co llectio n  of tax to be la  

jeopardy•

S* Ihea tin t&*«bl# fm r trm  À IA  » H f r f k á  Is 

autiolpftted i t  eosapleted, the usuel ro tu ra w ill be f ile d  

m à  e p récité  eoiigutftUeai #f là# reftmds to be elftimed earn

l ì »  be m ée* j j i  ® *Ä t of the deferred pepweat» would

f i r s t  be o ffse t against the ol&imed m m at of refund»« Anjr

•xeeee of deferred payments would be oolleoted with in terest«

to the other hand, it  i t  proposed thei p&jment of &ny

balance



** m

or umuttd ordite m& ei ite rtst&ilug wtfutó» »ouU bt 

regnimi io fet filtd ttlià Ite Colle#ior <*£ Imitimi. Ktv ŝot* 

top  iter odili s%spportlmg ¿Mt tufi ialin i to totlify_ hÌM. oi 

Hi# r t m o m b lM t t t  #£ i t e  t t x p a j t r 1® elmi®# Oomer&lly 

spttklm^f tmcb data moul^ i t t i !  a tittc o a n i of p ro fit tm& 

loss fa r  ai Ita ti ite prtttAl&t omrter and ite te tia tit 

oìrtism tam sts tendini: lo tupport a prom otion of I te  lo s t  

r e s u l t i ,  or of ttmimgft telo«  thè ered it l o t t i *  io r e l i  or

lile r e m i d a r  of I te  te m ilo  y t t r *  Tht l a t t a r  infornati«*  

nomld bc ai purtìemlar Importenee in latltfttts th#

• ttim iti lo ti or o rd ii « Itim i i f  grtmttr thtn t  propor* 

lionate prò]ottima of Ite. ^otrltrl^ rat alio w#nM Im&iaata* 

M I» « *  ai ftlllag  am&lmgs or of amfioipattd rtoottrortlaii 

cotti* invoatory latito* d la lt t t l  « f i  ptymatt* centraci

iemimaiiomt
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worked out, H would mHHjr the principal features

1, l i t for way taxable year beginning: prior to the

expiration of t a *  reasonable postwar period, a corporate

taxpayer aiillolptttii the realisation of ft net operating loss

or tip  existence of an unused cxcers p ro fits  credit which

could oltlmtely Ic mod an a <nun̂ -back ageisst Ike taxable

l i t »  of the two prior years, it  say arply for complete or

rarti&l defewent of the quarterly tax payments due in that

year with respect to the preceding year1« taxable income and

also of any payment« of deficiencies in tax which arc due*

# #.* * Si# extent of the costronecscmt of these mymeata

would be limited to the amount of the refund« of taxes that

would result from the anticipated carry*lacks,

U 1 statement of the estimated amount ci those losses

or unused

—
—

— 
, 

^
.................. 

- 
■■■■—

■.....-



tJndtr ppmmt Im roftaaA* rmultlng ìtm thom

1m olaia^»â In tim m m l mmmr m é üsfejwl 

to th« m êtom rj Aminí&imllm fmêoêwm m m nm tj to 

áotornino tho » r i t a  of tlm má tía# tmot mornt àxê*

9t&U t&û m m m ìtf for ouNiftíi mûsûMÎ®tv&tim 'm&mt b# 

osoaptd* i t  m%t im roaofpiioâ tlmt tim prosont tsti'hoâ 

sJtt&Wfc -a omid«r*ULo M ay in »king fund» ß vallalo  

to tho Uxj^jrop*
J¡ .

i *  Hit mmmêêâM

'Sie Treasury &» keen ooasideriag BIW  of accéléré ting 

refunda under the carrybacks. Vi« ! * *  asbaittad to the Ways 

and Mean* Cacai ttee s propone! intended to facilitate a quick 

Laprovenent in tí» cash position of taxpayer* whose situati«® 

i s 'tilia raspaci has suffered fey reas«» ef fechar ad ju?,taunt#»

Â8 Tentatively »forked «Hit



■
IS

S W Ä  pro,fits eamtâ In III# ban# ftrîoâ fm r u

Iff to Ottobop li# 1 9 -4 8 « tho Borami of In tm m l ìiw m m  

roani w i 3Q#XS0 twoìifiag $Ì#S Millón of

i t ó »  ogabuit U n  profita t »  lia M lltlit of $4 * 5  

Millon* Sh*** olmi» mimmi lo noarly bàli o 1 tho total

%UM %UA mm ikf th& f l  1 § ìt ? tmm ̂

i»#gt ?»m oporotioB of tho fmwmt mírrfúmk -uni rollai

fro tte ! ìm è im m  fm m  m r l i m  taxation on Illusory profita* 

àt IM mm® tím $ i t  It m olliti tlmt imkm® tho roaoltln£ 

mîmàn or ®màltn mû 14 m M  mere npm âilf at&ll&hlt to 

tho taxpajrara than It lifep&jr to bo postillo m iar tho prêtant.
x H  ^  S H f|$ saU j J  K  w tta

law* their

th iio r  proao&t law



» i l  *

plight In to available a« sets* la «Mitl*Ä to aoetOBil&tsd

surplus, the details of siilch 1  shall develop in a fen aoasnts* 

«a oast take into account the relief provisions in the present 

law* ¡ha potential importance of the carrybacks » 7  he tp ip l 

by rafaronca to the profits of corporations for the years 

1 9 4 2  and 1 9 4 3 *  fhs net Incase before taxa» in 1 9 4 2  and 1 9 4 3  

of I t i l i®  would hn with lost«» incurred

'in 1944 I f  th* Mr mtâmû In ttet jm p* m m  I f  ih# loti## 

w *  not ìmmmà until 1 9 4 5 , -1941 I  mm® alan* could §kmm% 
lm®m  of 188 M ill« *

In addition i t  #kouM ht »tod that msy eororatlons 

will attain m ilaf from m m m  profita tm m  under th« gßmml 

f i l i t i  jm w îëlm  poetimi'722} mtásh ptm ltt numerous ad ja* tarate 

foF cani truc tin a uúw&I t&roto^t credit higher than tbt

av ara # p r o f i t a



~ IQ **

in the fallowing your*

Should m y  taan&U m o m * .profit# r * » ln  in th# % m

mamá oxcosss-profit« credit m y \m carried back ajfclnat 

taxable cxcaas a m i i n  the e a r l ie s t  year and tfsifi against 

snob profit# in tfes later yaai*« Any part ox a not operating 

lost# or unused «xoess-proíittt or mil I not utilised m  a 

carryback may b# carried forward for two year»! taken to/ftther* 

tlvo carryback# má the carry* forward« my MCttaplldi a 

M sm ^U tg o f  lm c m +

|Wnt oarrybacka, we .art convinced* wUl. provide a 

fu lly  tlep & t#  rtipoiiii# to  a l l  rM socisblt for reserves*

not ü'Ümmí.m provided* ühil* k 1s.int.s4 w ill not &  fWe of 

problema, i t  rnmld be easy to i m ¿  prospectiva -postrar

preceding years after tide loan c&rrybank tte

plight in



68 part of che iUmam Act #f I t® , a 

carryback of losses end unused axoase-profita credits* 

these carrybacks constituted «a addition to  the then 

existing fci*r*yw oarp^var of such losses sn<l cr-idita.

a s  brood outlines of 6b* carryback provisions say 

be briefly sus*»rised. I f  a not operating loss occurs 

in aay taxable year* I t  my be carried back and offset 

against iactssse earned is. the two previous years* lose«# 

w st be carried back first to the second preceding, year 

and then to the iiaaediataly preceding year, la each 

ymr losses Bust he offset firs t against taxable excess 

profits and than against nomal profits, the entire isccae 

of the oarlleat year mat be exhausted before the unused 

loss balanco nay he e-arried forward ajjalaat 5 noose earned

In the following year*



Jflrat plane* hí¿x Uso«» p o ssiti iagttceA en overstated

profits« m y  croato a difficult postear financial problem

for Wjany firma* In the nmoml pi aee# the denand for Mgjh

' lerda of Partis® produo tion haa« In isanjr instances« tied

up iforkln,* capital In inventories issi mvk in-procesa*

“■nlo*a the provisions permitting the carryback of lost##

and unaaod exeeae^prefit# ereilt* m i tim refund of mrtln»

taxes« mu l@ a i t  to operato apesiijy* mä uniese the

m rk  in.; ospitai tied up In iMmmmarni eontracta can be

liquidated ppm^tly* the ability of mmy- firms to survive

the transition period a y  be ■*êtfKÈÊÊHigfcy iispalred*

B* th e  need f o r  speeding up ‘ re p a g u m t o f  t mm  under th e  
Q m m h m k n *  „ , 4. .

1# The present situation«

In preference to noverai alternati?# adjustments* Contesa

paaisei# m  part of



y um.

tf-triift to  th* diwidinate^ of a»U  ütll

com®m®, i t  »uld «Mowns» tli« ;m*t& of xaoßopollof«

Stint kisln#sn tlmu will b* i»ra th&n pflltmg «*** tb«y 

will lü fluoxim» «  to «gäbt Um» i ip s p ils m  üocosö&ry for 

tho roo9xmrtiio& of plÄ'i and #faij*itfc and tfc* proSuation 

of groduoU* w i r  abillty to do io dopsnd«,

teirrt^f npetn tfes of ü-Aiict funä* iäH  Äioli

to py later an*! ptw’Obaa« mw tmt#ri«l«u M b in tum 

dopondo in parfc «apft ft# atuanor in A l l  tfca proiilm  of 

eoutroot towaiuatioa ia Imdlßä* partioularly i »  »pood 

wift «hielt tlii <:o¥orzmiit i i  grtpam! to &«$& i is  Obligation» 

to cr^ntmitors ä**Ä aabooatJMtora*

I t  I i  gw m lly aobopt^d timt two fbotor« iß th« mrtiisi 

Situation H a o o o n tu a te  ft« postwar «  prallem» .In the

f i r s t  place*



m

& third  situation my m to r ia lis o  which would bam  

»pious consequences o u Ü t  |*o«imr ceapatltiira struct*«**

of business saxtsppriw. .^asUhaar^s«*» cwwr.SO percent 

of Jewries» industry Is corr«atly enipwjea 1» the production 

of w  good». Uw extent Is «bloh awfc of that* producers 

can successfully poostabllob thaar.aloes 1ft the postwar 

mrketa for peacetime products la large part#

upon the speed with which they can roo<mv»rt thair pleats 

and p t  thee Into peaoctim  production# j)elay in poommmim  

my bh£  the Id * of asrfcete which will ho either difficult 

or impossible to recapture# - thus».¿^««^bstw tlel11 wwW ...

“  f  " *  H  ? ™ t3â  * “  ?W œ W ti& 3

tapai rod# If» m •my m il bo# such a dovalopaont would

promptly»

opérât« to tho
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d«v*lop£ümt tmlikoly during lim yarltiA immàlmtêlj following

A »mmü p&mihïê of tim transition porioá

l i  tim gOMlMlity tàât tim flow of « e ä #̂ | #ods will

not »nponcl promptly mmx:̂  to Misé Um rolonso of long

pont»up purehaaing jpowor* '%r savin.;®» a substantial

amount of nàtoti bava boon a confuía tod In tho fom of

ourronoy, oàoekin.; aooomitof mà o&ahublo aoeurttloo» may

pour into tbo eoruniaoro good® xaarkot faotor than iadwtry

OM turn out it® nor»d cc»pl«a»tit of poaootüno ¿podo* 
cUixM r̂? W  Vv\&*v- w ^ .

Ausati» mal# fot* enbatutial pris« in»«**

«iá posalbl? for savor« inflation, fi»  ertant of this

«tugar doparla, of ocurso, on the dogma to »hiob m

centime rationing, priorities, and price calling«*

the clone of the war (l!<

A t-MM sitasti#»



\

Ipp **

satisfactorily tîf@ii#ê# In tim first '!« %  the inevitable

realise in tha level of Imwm payments following the

termination of hostilities my hmmm- mmxL&tlm and

f i i t ï l  in severe deflation and a low level of employment«

If  tb# i § * f t  álssáassi from their jobs in erar industries

are not given mm work in the production of civilian goods

within a relatively short apace of time, there in the
/

danger that A lt  in itial m éxctím  in purchasing power will 

he followed by a further reduction through t he curtailment 

of employment in  the civilian goods sector of the ecomu&m 

Althouk$$i the possibility of sharp deflation following 

the teminailcm of war orders can not be overlooked* the 

trematoli backlog of $55 billion of purehaaiag power now 

held in the fom of war .savings# coupled 'with an unprecedented 

volume of unsatisfied consumer wants# sake, »oh a .

development



at HSUS billion. ÄSÖ assuaing ti» « a i  carefu l 

planning o í «owOTwint cancellations, til® tern!nation of 

hostilities la likely to be attended by a severe reduction 

in the flow of jfverwseBt fends. Such & reduction will

la tara be refi«otad in lower ino«® payments to individuale. 

It ls tpossible and i»;Ortant to flan now.for the oalntenanoe 

of a h i#  national ine«® after the *,mr. UH» recognise#"
tIMLJJ

that tftP wartiae levels of incoa» and eaployisest wldt not 

be sadLataineS under peacetime oonditione. However, i f  

insane and eaployaant are to be naintaln d at h i#  peace tine

level*, investment and spending will need to be
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Statement-of Randolph E. Raul, General Counsel 
of the Treasury, ‘before the Subcommittee on War Contract 
Termination of the Senate Committee on:Military Affairs 

on Termination of War Contracts

October 27» 19^3

A* The problem of postwar .transition

I am very glad to appear beforevthis Subcommittee.of the Senate Committee 
on Military Affairs in order-to present the views of the Treasury on certain 
aspects of contract termination. This problem, in its  broader aspects, is  
one of national concern, since, i t  relates to the speed and smoothness with 
which the nation’ s,, transition from a wartime to a peacetime economy can be 
effected, f

In a highly integrated economy, such as ours, the speedy reconversion of 
more than half of our men and machines from wartime to peacetime production 
can not be accomplished without( some dislocation. The period of transition 
is likely  to be one in which many workers w ill find themselves without jobs 
and many employers w ill suffer losses, , I t  is ,  of course, in the interest of* 
a l l  of us to keep unemployment at a low level. We are a l l  desirous of hold
ing postwar business losses to.the lowest possible figure, In addition, the 
Treasury is especially interested in minimizing unemployment and postwar 
losses since both w ill have a significant effect upon its  fisc a l operations. 
Apart from.the obvious effect- of a low level of employment on Federal revenues, 
protracted unemployment during the postwar years will draw heavily on accumu- 
lated unemploymént insurance reserves. In addition» business losses will 
require substantial refunds of wartime taxes,

During the f isc a l ypar 194U, war expenditures will be’ about one-half of 
thé gross national product. Income, payments to individuals for the same 
period are estimated at §151*8 b illio n . Even assuming the most careful plan
ning of government cancellations, the termination of h o stilit ie s  is likely  to 
be attended by a severe reduction in the flow of government funds, Such a 
reduction w ill in turn be reflected in lower income payments to individuals.
I t  is possible and important to plan now for the maintenance of a high 
national income after the t^ar. I recognize that wartime levels of income 
and employment may not be maintained under peacetime conditions, However, 
i f  income and employment are to be maintained at high peacetime levels, 
private investment and spending w ill need to be stepped up to replace gov
ernment investment and spending.

39-2U
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Three general situations must ;be- forestalled i f  the transition from a war-
time to a peacetime economy is  t c  be sa tisfacto rily  effected. In the f irs ts  
place the inevitable decline in the level of income payments following he 
termination of h o stilit ie s  may.become cumulative and result in severe deflation 
and a low level of employment. I f  the workers dismissed from̂  their jobs xn war 
industries are not given new work in the production civ ilian  goods wxthin 
a relatively  short space of time, there is  the danger that this in it ia l  reduc
tion in purchasing power w ill be followed by a further reduction through the 
curtailment of employment in the civ ilian  goods sector of tî e economy. Although 
the possibility  , of sharp deflation following the termination of war. orders can 
not be overlooked, the tremendous backlog of $55 b illio n  of purchasing power 
now held in the form of war savings; coupled with an unprecedented volume of 
unsatisfied consumer wants, make such a development unlikely during tlx  period 
immediately f  ollowing the close of the war (See Exhibit A),

A second possible danger of the transition period is  the p ossibility  that 
the flow of consumers goods w ill not respond promptly enough to match the release 
of long pent-up purchasing power, ¥ar' savings, a substantial amount of which 
have been accumulated in the form of currency, checking accounts, ând cashable 
securities may pour into the consumers goods market faster than industry can 
turn out i t s  normal complement of peacetime goods, Thus3 delay in reconversion 
may lay the basis for substantial prie© increases and possibly for severe infla
tion , The extent of this danger depends, of course, on the degree to which we 
continue rationing* p rio rities , and price ceilin gs.

A third situation may materialize which would have serious consequences 
on the postwar competitive structure of business enterprise. Nearly 50 percent 
of American industry is  currently engaged in the production of war goods. The 
extent to which most of these producers can successfully reestablish themselves 
in the postwar markets for peacetime products depends, in large part, upon the 
speed with which they can reconvert their plants and get tnem into peacetime 
production. Delay in reconversion may mean the loss of markets which w ill be, 
either d ifficu lt or impossible to recapture. Thus, the competitive position  
of corporations which are, fo r any reason, prevented from reconverting promptly> 
w ill be impaired, I f ,  as may well be, such a development would operate to the 
disadvantage of small and medium-size concerns, i t  would encourage the growth 
of monopolies.
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Most business firms w ill be more than willing — they vdll be’anxious —* 
to make the expenditures necessary for the reconversion of plant and equipment 
and the production of peacetime products*. Their a b ility  to do so depends, how
ever, upon the av ailab ility  of liquid funds with which to pay labor and purchase- 
raw materials* -This in turn depends in 'part upon the manner in which the problem 
of contract termination is  handled, particularly the .speed with which the Govern
ment is  prepared to meet i t s  obligations to contractors and subcontractors*

I t  i s  generally accepted that two factors in  the wartime situations w ill 
accentuate the postwar cash problem. In the f i r s t  place, high taxes, possibly 
imposed on overstated p rofits , may create a d ifficu lt postwar financial problem 
for many firm s. In the second place, the demand for high levels of wartime pro- 

,duction has, in many instances, tied up working capital in inventories and work 
in process. Unless the provisions permitting the carry-back of losses and unused 
excess-profits credit, and the refund of wartime taxes, can be made to operate 

"speedily, and unless the working capital tied up in Government contracts can be 
liquidated promptly, the a b ility  of many’firms to survive the transition period 
may be impaired.

B , The need for speeding up repayment of taxes under the carrybacks. U

1 , The present situation.'

In. preference dvo-several alternative adjustments, Congress passed, as part’ 
of the Revenue Act of 1942, a two-year carryback of losses and unused excess- 
prof its  cred its . These carrybacks constituted An addition to the then existing 
two-ye an  carryover of such losses and cred its.

The broad outlines/ of the carryback provisions may be briefly  summarized.
I f  a net operating loss occurs in  any taxable year, i t  may be carried back and 
offset against income earned in the two previous years, losses must be carried 
back f i r s t  to the second preceding year and then to the immediately preceding 
year. In each year losses must be o ffset f i r s t  against taxable excess profits 
and then against normal p ro fits . The entire income of the earliest year must 
be exhausted before the unused loss balance may be carried forward against in
come earned in the following year.

Should 'any taxable excess profits remain in the two preceding years after 
th is loss carryback adjustment, the unused excess-profits credit may be carried * 
back against taxable excess profits in  the earliest year and then against such 
profits in the la ter year. Any part of a net operating loss or unused excess- 
profits credit not u tilized  as a carryback may be carried forward for two years; 
taken-together, the carrybacks and the carry-forwards-may accomplish a five-year 
averaging of income.

. | , . /Jt(
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*/ ’ These carrybacks, we are convinced, w ill provide a fu lly  adequate response 
to a ll  reasonable heeds fo r -réservés not otherwise provided* While business 
w ill not be free of problems, i t  wbuld be easy to exaggerate its  prospective 
postwar plight in regard to available assets* In addition to accumulated 
surplus, the details of which I shall develop in a few moments, we must take 
into account the re lie f  provisions in the present law, The potential im
portance of the carrybacks may be gauged by reference to the profits of 
corporations for the years 1942 and 1943* The net income before taxes in 1942, 
and 1943 of $44*3 b illio n  would be chargeable with losses incurred in 1944 i f  
the war ended in that year* Bven i f  the losses were np̂  incurred until 1945, 
1943 income alone could absorb losses of $23’ b illio n *

In addition i t  should be noted that many corporations will obtain re lie f 
from excess profits taxes under the general re lie f  provision (Section 722) 
which permits numerous adjustments for constructing a normal earnings cred.it 
higher than the average profits earned in the pro—¡war base period years*
Up to October 19, 1943, the Bureau of Internal Revenue received 30,150 appli- r 
cations involving $2*3 b illion  of claims against excess profits tax lia b ilit ie s  
of $4*6 b illion* These claims amount t̂o nearly half of the to tal l ia b il it ie s  
of the f ilin g  corporations*

The Treasury believes that the large effective reserves which w ill emerge 
from operation of the present carryback and r e lie f  provisions go a long way 
to protect business from wartime taxation on illusory profits* At the same 
time, i t  is  realized that unless the resulting refunds or credits can be made 
more speedily available to the taxpayers than is  likely  to be possible under 
the present law, thé stabilizing offoots of the-refunds-will fee' miMtanti ally  re 
ducedo ! . ; *  f -̂ Ÿ$Z ' f -'i'y f f *

Under present law refunds resulting from these carrybacks mtxst be claimed 
in the usual manner and subject to the customary administrative procedure 
necessary to determine the merits of the claim and the exact amount duo»
While the necessity for careful administration cannot be escaped, i t  must' be. 
recognized that the present method involves a considerable dela^ in making 4 
fluids available to the taxpayer*

2* ' The Treasury1s proposals

. The Treasury has been considering means of accelerating refunds under 
the carrybacks* We hava submitted to thé Ways and Means Committee a proposal 
intended to fa c ilita te  a quick improvement in the cash position of taxpayers 
whose situation in this respect has suffered by reason of postwar adjustments* 
As tentatively worked out, i t  would embody the following'principal.features.
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!♦  S f , fo r  any tax ab le  year beginning p r io r  to  the e x p ira tio n  o f some 
reasonable postwar p eriod , a corporate taxpayer a n tic ip a te s  the re a liz a t io n  
of a net operating lo s s  or the e x is te n c e  o f an unused excess p r o f i ts  c re d it  
which could u ltim a te ly  be used as a carry-back  a g a in st the taxab le  income o f 
the two p r io r  y ea rs , i t  may apply fo r  complete or p a r t ia l  deferment o f the 
q u arterly  tax  payments due in th a t year w ith re sp ect to the preceding y ear*s 
taxab le  income and. a lso  o f any paymentsof d e f ic ie n c ie s  in tax  which a re  due«

2« The extent of the postponement of these payments would be limited to 
the amount of the refunds of taxes that would result from the anticipated 
carry-backs« '

3« A statem ent o f the estim ated  amount o f these lo s s e s  or unused c re d its  
and o f the re s u lt in g  refunds would be required  to be f i l e d  with the C o llec to r  
o f In te rn a l Revenue, to g eth er with supporting data s u f f ic ie n t  to s a t is f y  him 
o f the reasonableness o f the taxpayer*s claim * G enerally  speaking, such data 
would include a statem ent o f p r o f i t  and lo s s  f o r  a t  l e a s t  the preceding 
qu arter and the bu siness circum stances tending to support a  p ro je c tio n  o f  
the lo s s  r e s u lt s ,  or o f earnings below the c r e d it  le v e l ,  fo r  a l l  or the 
remainder o f the tax ab le  year* The l a t t e r  inform ation would be of p a r t ic u la r  
importance in  in stan ces where the estim ated lo s s  or c r e d it  claimed i s  g re a te r  
than a prop ortionate  p ro je c tio n  o f the q u arterly  r e s u lts  would in d ica te *  
Evidence o f f a l l in g  earnings or o f a n tic ip a te d  reconversion c o s ts , inventory 
lo s s e s , d ism issa l wage payments, c o n tra c t term inations and s im ila r  items 
would be p e rtin e n t in  th is  connection*

4# P a r t ia l  p ro te c tio n  should be given to the revenue by p erm ittin g  
a c c e le ra tio n  o f the c o lle c t io n  o f d eferred  payments, or other p ro te c tiv e  
measures, where subsequent circum stances in d ica te  the u ltim ate  c o lle c t io n  o f 
tax  to  be in  jeopardy»

5* When the, taxab le  year from which a carry -b ack  i s  a n tic ip a te d  is  com
p le te d , the usual retu rn  w ill  be f i l e d  and a p re c ise  computation o f the refunds 
to be claim ed can then be made* The amount o f the d eferred  payments would 
f i r s t  be o f f s e t  ag a in st the claimed amount o f refunds* Any excess o f deferred  
payments would be c o lle c te d  with in te re s t«  On the other hand, i t  i s  proposed 
th at payment of any balance o f refunds duo would be acce le ra te d *

The procedure fo r  acce lera tio n 'w o u ld , i t  i s  b e lie v e d , involve the making 
by the Commissioner o f a te n ta tiv e  determ ination o f the amount due* This 
would be cre d ited  or refunded w ithin the sh o rte s t p o ss ib le  tim e, probably 
in from s ix ty  to  n in ety  days* T h e re a fte r , the f in a l  determ ination o f claim s 
fo r  refund would proceed in ordinary cou rse; on u ltim ate  readjustm ent the 
taxpayer would repay any erroneous refunds or the government would pay any 
balance o f refunds remaining unpaid^
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Co The need for prompt, payment in connection with the termination of war 
contractso . - . . .

The speeding up of tax refunds under the carryback provisions of the tax 
law should, meet one phase of the postwar cash problem© There i s ,  however, 

•another problem — the cash problem arising i f  working capital is  even 
temporarily frozen in .wartime inventories«,

The magnitude of this problem is  not easy to  assess at the present time0 
We do not know how many firms w ill find themselves in a highly illiq u id  
condition after the war, because we do not know ho?/ long the war m i l  la s t , 
nor do we know whet he r i t  w ill terminate gradually or abruptly© The-longer 
the war la s ts , and the more gradual i t s  termination, the easier i t  vdll be 
for war contractors to finance their' reconversion© This- is  tru e . irrespective 
of the speed with ■which contracts are settled  and compensation for losses is  
paid© However, i t  may well be that we should provide additional safeguards to 
business in case, an abrupt termination of a relatively short war places a 
high premium on cash during the transition  period©

I f  the war should end at the close of th is  year, American corporations as 
a group would be in an enviable position as to' profits and surplus©. Treasury 
estimates submitted to  the Ways and Means Committee indicate that the net- 
income retained by profit corporations after taxes and after net dividends paid 
m i l  aggregate for the years 1941, 194-2, and 194-3 $15©5 b illio n ,%or 'twaand a half 
tines tlie amounts retained during t ie  prewar years 1936-1939© (See Exhibit's)©

Additions to Surplus do not, of course, automatically insure liquidity© 
Liquidity depends-on the kinds of assets held by a corporation and not upon the 
amount of i t s  surplus© To fthe extent that retained earnings are tied  up in 
fixed plant, inventories, or receivables, t  ley w ill not be available for meeting 
the expenses of transition to peacetime operation0 Neither m i l  they provide 
working capital needed to carry on peacetime employment and production©

However, recent studies of the holdings of liquid assets ty individuals 
and corporations suggest that for corporations as a whole these holdings have 
risen even faster than retained earnings© In an a rtic le  appearing in t ie  
Survey of Current Business 1/ i t  is  estimated that a l l  corporations increased 
their holdings.of currency, bank deposits and United States Government 
securities by $19 b illion  during the two years, 1941 and 1942© I f  tbsse 
holdings of liquid assets are increased as much in 1943 as they were in 1942 
corporations w ill for the years 194,1* 1942 and 1943 have increased their 
liquid assets ljy $33 billion©

1 / Eo T© Weiler ^Wartime Savings and Postwar Inflation©11 
Survey of Current Business. July 1943©*



This general picture of the current^financial position of corporate 
enterprise does not indicate the probability o f.a  ¿erious postwar cash problem. 
I t  is  recognized, however, that the high degree of liquidity for corporations 
as a whole does not mean that a ll  corporations w ill be in a satisfactory 
financial condition at the end of the war, There are cases where working 
capital is  almost entirely tied up in wartime inventories and goods in process. 
In some cases the demands for ever escpaiiding output have made i t  impossible 
to set aside a reserve of liquid assets out of earnings, A large number of 
these cases are found in industries which have enjoyed a phenomenal growth 
since the beginning of the war, especially among the smaller corporations.
To protect such firms from the impact of the postwar readjustments i t  is 
important that we speed up settlements arising out of contract termination 
and,arising also from tax refunds.

D. Conclusions

Our principal concern after the wap w ill be to maintain a high level of 
national income, high levels of business activ ity  and fu ll employment. This is  
especially important in view of the present high levels of income and employment 
to which workers and employers alike have become accustomed.

The termination of the war w ill find many business concerns with cash 
claims against the Government. Some w ill have claims incident to the 
settlement of war contrasts; others w ill have claims for tax refunds due to 
the overpayment Of taxes on wartime incomes* The interests of the Hation can 
be served best by providing now for ways and means of expediting the release 
of such cash claims to private enterprise immediately after the termination 
of the war.

We must not permit delayed settlements of contracts and delayed refunds 
of tax overpayments to interfere with the speedy readjustment to peacetime 
production. We stand to lose i f  we strive for the last degree of perfection 
in the auditing of such settlements* Our main task is  to accomplish the 
change-over to a peace economy without delay and with the maximum encouragement 
from the government by making available to private enterprise speedily the 
cash which w ill ultimately be due to business concerns.

We must also see to i t  that in the readjustment to peacetime production 
after the war the position >̂f small business is  not permitted to deteriorate. 
Small business must be able to compete with large business in recapturing the 
postwar markets.

In closing, 1 should like to emphasize the fact that the problem of 
postwar adjustments is, not one which can be solved through tax measures alone. , 
The allowance of deductible reserves is  not necessary to provide adequate 
tax re lie f ; moreover, i t  would result in gross inequities. I t  should also 
be noted that adequate re lie f  would not be afforded by deductible reserves.
They would not bear any necessary relationship to the need for cash, For
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many profitable corporations, reserves set’ up to secure tax deduction would 
unnecessarily increase liquid asse ts ,'/while for unprofitable corporations 
which might be hardest h it in the postwar adjustment —̂ the deduction of 
reserves would bring no advantage.

To rely upon tax measures to accomplish what other governmental action can 
alone accomplish is to do gross inequity without solving any problem at a ll . 
The needs of business for cash cannot be met without the prompt liquidation 
of war contracts.

- qOo-



EXHIBIT A
Liquid Savings of Individuals, Classified by Type of Savings

January 19*40 -  June 19^3
(In b illion s of dollars)

: Net i ncrease during period
*

I9k0
Calendar years

; 1 9 U1  • . 1 9 U2

: Jan.-June •
; 19^3 '

Total
Jan-. I 9U0-  
June 19^

Life insurance l/ ................ .. 1.7 2 . 1 2 .U 1 . 6 7~S
Savings accounts 2 / . . . . . . . . . . . . . . . . 1 . 0 1 . 0 1 . 9

Currency and cheeking accounts.,.. 2.3 5-3 1 1 . 0 5*3 2 3 - 9

Securities:
U. S. Government.................. ......... .. . 7 3*2 10.2 6 .g 20.9 ,
Other.......... ................................ .. - .6  . -•7 .2 - ,-1.1

Debt repayment 3 /.................. * ........... - 2 . 0 -1*7 2.R -1 . 0 - .2
Total.......... ....................................... 3 . 1 2 7 . 2 1 6 . 5 55-3

Office of the Secretary of the Treasury, Division of Research and S ta tis tic s . October 19,. I9U3.

Source: Securities and Exchange Commission, 'Comptroller of the Currency, and 
Treasury Department.

Note: Figures are rounded to nearest’tenth of a b illio n , and w ill not necessarily add - 
to to ta ls .

l/ Excludes social insurance accumulations in Governmental accounts,
2/ Includes time deposits of commercial banks, mutual savings bank accounts and savings 

and loan association shares; assumes that none of the increases in time deposits of 
individuals (including partnerships) and corporations are attributable to corporations.

¿/ Reduction in consumer debt and in residential mortgage debt owed to incorporated 
business.



EXHIBIT B

1.

2.
3-
li.

5*

6.

7.
2.

s .
10.

11.

12.
13.

14.

*15-

See

Het income, income taxes and dividends of corporation returns, 1936-44 
(Monqfamounts in millions of dollars)

RETURNS WITH NET INCOME .
Actual_______  - ________ Estimated

1 9 3 6 1937 1 9 3 S 1 9 3 9 19^+0 1 1 9 4 1 194^ 1943 1944
Net income (including dividends 

•received and tax-exempt interest) 9 .7 2 6 9,24s 6 ,7 2 5 9,022 1 1 , 2 8 3 ' 1 7 , 9 2 6 22,200 2 4 ,7 0 0 2 6 ,9 0 0

Dividends received 2 . . .  „. . .... ¿v . .  
Tax-exempt interest 3 - .

• 2,504
m k

2,-515
>419

1 . 6 2 5
420

1,779 1 , 2 5 2

.4 2 5

2 ,0 9 2
,50 2

1 . 3 5 0
600

1 ,3 0 0
600

1,400-
,500

Net income (excluding dividends 
received and tax-exempt interest: 
line 1 minus line 2 minus line 3)** 6 >734 6 , 9 1 5  • 4,620 6 , 7 3 5 •2,946 \ 1 5 . 3 9 1 2 0 ,2 5 0 22,200 2 5 ,0 0 0

Net income (excluding dividends 
received! line 1 minus line 2 ') ... 7 . 2 2 2 7 , 3 3 4 5.100 7,2^2 9.431 15.294 20,250 23.400 2 5 ,5 0 0

Income and excess profits taxes:

Undistributed profits t ax. . •  
Excess profits tax (after de-

1^ 0 2 5 1,057
1 7h

2 5 4 l,2-l6 -2 ,l¥ t 3 . 7 4 5 ; 4,300" 4 ,5 0 0 4 ,7 0 0

X f O

duction of entire post-war
3 7 4 3.,357 . 7 ,3 5 0 2 ,2 5 0 9 ,2 0 0

22 43 m -l6 3 1 64 100 100 100

Total income and excess
profits t a x e s . . . ' . . - . . * ........ M 91 1 , 2 7 6 260 1 , 2 3 2 2 ,5 4 9

4 rr 
7 , 1 6 6

■4
1 1 , 7 5 0

4.
1 3 ,4 5 0

4
1 4 ,6 0 0

Net income (excluding dividends
received) after taxes (line 5  

minus line Id)... . . . . . .  ... •. * * • - • * • •
Net dividends paid 5- •••••••••*•*• •
Net income retained after taxes

6 ,0 3 1
4 , 6 7 5

6 ,0 5 2

4.794
4,240
3 , 1 5 5

6,Ol6
3.783

6 ,2 2 2

i+ ,0 3 6

2 , 7 2 2

4,426

■ 0 Q 
0 0
.H

 O 9 ,9 5 0
3 ,9 0 0

1 0 ,9 0 0

4 ,0 0 0

- A
and after net dividends paid 
(line 11 minus line 1 2 ) . ................ 1 , 3 5 6 1,2 64 1,025 2,233 2,246 4,302 5,ioo 6 ,0 5 0  : 6 ,9 0 0

Ratio of taxes to net income (ex
cluding dividends received:line 10 
divided by line 5 ) (p e rc e n t) ..... 

Ratio of net dividends paid to net
1 6 . 3 17.4 1 6 . 9 1 7 . 0 2 7 : 0 4 5 . I 5 6 .4 57-5 57.3

income after taxes (line 12 
divided by line Xl) (p ercen t).... 77-5 79.1 y4.4 6 2 .9 5 2 . 6 50.7 44.0 3 9 .2 3 6 . 7

f o o t n o t e s  on P ag e  2 .



EXHIBIT B continued-  2 -

X. Preliminary figures.
2 Dividends from domestic corporations, subject to income taxation under the Federal tax law,

which is the amount used for computation of dividends received credit.
3 Includes both p artia lly  and wholly tax-exempt interest.
4 Excludes the e ffect of the carryback of net operating losses and the carryback of

unused excess p rofits credit.
5  Dividends paid- to stockholders other than domestic corporations;

includes ca.sh and assets other' than companies’ own stock.

Treasury Department, Division of Research and S ta tis tic s , Sept. 10, 19^3*
NOTE:—Figures are rounded and w ill not necessarily add to to tals.

, Source for years 1936-^1  ̂ S ta tis tics  of Income. Net income,including dividends received 
and tax-exempt in terest equals compiled net profit for the yeara 1936- 39? for I9U0 and 
subsequently i t  equals compiled net p ro fit with net Operating loss deduction.



FOR IMMEDIATE RELEASE,
October 26. 1943,

The Bureau of Customs announced today preliminary figures showing the quan-

titles of coffee authorized for entry for consumption under the quotas for the 

12 months commencing October 1, 19«, provided for in the Inter-American Coffee 

Agreement, proclaimed by the President on April 15, 1941, as follows:

Country of Production Qpota Quantity 
(Pounds) 1/

Authorized for entry
_____ for consumption______
As of (Date) : (Pounds)

Signatory Countries:

Brazil 
Colombia 
Costa Rica 
Cuba
Dominican Republic 
Ecuador 
El Salvador 
Guatemala 
Haiti 
Honduras 
Mexico 
Nicaragua 
Peru
Venezuela

3
1,353,183,480

458,336,340
29,100,720
11,640,288
17,460,432
21,825,540
87,302,160
77,844,426
40,013,490
2,910,072
69,114,210
28,373,202
3,637,590

61,111,612

Oct, 16, 1943
it

tt
n
t!
If

If
II

II
If

n
n
ti
H

59,705,327
16,939,180
1,620,388

111,528
2,250,684
3,286,723

787,587
180,199

307,734
753,368

59,580
789,641

Non-signatory Countries;
51,653,778 “ 24

2j Quotas as established by action of the Inter-American Coffee Board on 
March 11, 1943*

-oOo-



TREASURY DEPARTMENT 
Washington

POE IMMEDIATS RELEASE, 
Wednesday, October 27, 1943.

Press Service 
No. 39-25

The Bureau of Customs announced today preliminary figures showing, the quan

t i t ie s  of coffee authorized for entry for consumption under the ouotas for the 

12 mouths commencing October 1, 1943, provided for in the InterAAmerican Coffee 

Agreement, proclaimed by the President on April 15, 1941, as follows?

Country of Production i Quota Quantity
? (Pounds) l/
»
4

'A♦
: Authorized for entiy 
5 for consumption 
: As of (Date) ? (Pounds)

Signatory Countries:

Brazil 1,353,183,480 Oct. 16, 1943 59,705,327
Colombia 458,336,340 it 16,939,180
Copta Rica 29,100,720 • n 1,620,388
Cuba 11,640,288 it 111,528
Dominican Republic 17,460,432 tt 2,250,684
Ecuador 21,825,540 it 3,286,723
El Salvador 87,302,160 H 787,587
Guatemala 77,844,426 II 180,199
Haiti 40,013,490 tt

Honduras 2,910,072 tr 307,734
Mexico 69,114,210 it 753,368
Nicaragua 28,373,202 J g f t t ».
Peru 3,637,590 n 59,580
Venezuela 61,111,512 « 789,641

Non-s’ignatory Countries: 51,653,778 u : 24

1/ Quotas as established by. action of the Inter-American Coffee Board on 
March 11, 1943.

-bOo-



TREASURY DEPARTMENT

WASHINGTON

FCR IMMEDIATE RELEASE Press S erv ice
--------------------------------------No* 3 J - 7 U

The Foreign Funds C ontrol o f the Treasury Department today

announced the issu ance o f orders b locking th e fo llow ing concerns and

c e r ta in  o f the o f f ic e r s  and d ire c to rs  o f such concerns 5

General Farming Company, Guadalupe, C a lifo rn ia

C a lifo rn ia  Lettuce Growers, I n c , ,  Santa Barbara and 
Guadalupe, C a lifo rn ia

Guadalupe Ranch Company, Santa Barbara and Guadalupe, C a lifo rn ia  

Osa F laca  Farms, Santa Barbara and Guadalupe, C a lifo rn ia  

C a lifo rn ia  Vegetable Growers, I n c , ,  Santa Barbara, C a lifo rn ia  

Lompoc Ranch Company, Santa Barbara and Lompoc, C a lifo rn ia  

Palo Verde Ranch Company o f San ta  Barbara and B ly th e , C a lifo rn ia



T REA S IT RY DE PA RTMENT 
W a s h i n g t o n

P r e s s  S e r v i c e  
No. 3 9 - 2 6

The F o r e i g n  Funds C o n t r o l  o f  t h e  T r e a s u r y  D e p a r t m e n t  

t o d a y  a n n o u n c e d  t h e  i s s u a n c e - o f  o r d e r s  b l o c k i n g  t h e  f o l l o w 

i n g  c o n c e r n s  a n d  c e r t a i n  o f  t h e  o f f i c e r s  and d i r e c t o r s  o f  

s u c h  c o n c e r n s ;

G e n e r a l  F a r m in g  Company> G u a d a lu p e ,  C a l i f o r n i a

C a l i f o r n i a  L e t t u c e  G r o w e r s ,  I n c - . , S a n t a  B a r b a r a  and 
G u a d a lu p e ,  C a l i f o r n i a

G u adalupe  R a n ch  Company, S a n t a  B a r b a r a  and 
G u a d a lu p e ,  C a l i f o r n i a

z Osa F l a c a  F a rm s ,  S a n t a  B a r b a r a  and G u a d a lu p e ,  C a l i f o r n i a

C a l i f o r n i a  V e g e t a b l e  G r o w e r s ,  I n c . ,  S a n t a  B a r b a r a ,
C a l i f o r n i a

Lompoc R anch Company, S a n t a  B a r b a r a  and Lompoc,
■ C a l i f  o r n i a

P a l o  Vervde Ranch Company o f  S a n t a  B a r b a r a  and 
B l y t h e ,  C a l i f o r n i a .

- 0 O0 -

FOR IMMEDIATE RELEASE, 
W ednesday ,  O c t o b e r  2 7 ,  1 9 4 3 .

i
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FOR IMMEDIATE RELEASE,
October 27«, 1 9 4 3 * __

The Bureau of Customs announced today that the quota of 100,000 

silver or black foxes valued at less than $250 each and whole silver 

or black fox furs and skins (with or without paws, tails, or heads) 

and the quota of 500 pounds of paws, heads, or other separated parts 

of silver or black fox furs and skins (other than tails) provided 

for in the New Supplementary Trade Agreement with Canada, signed 

December 18, 1940, which may be entered, or withdrawn from warehouse, 

for consumption during the quota year ending November 30, 1943, have 

been exhausted*

Preliminary reports in the Bureau indicate that 4,537 tails of 

silver or black foxes, 550 pounds of piece plates made of pieces of 

silver or black fox furs and skins, and 410 articles, other than 

piece plateSjmade wholly or in chief value of one or more silver or 

black fox furs or skins or parts of such furs or skins, may be en

tered for consumption during the remainder of the quota year ending 

November 30, 1943*



TREASURY DEPARTMENT 
Washington

FOR IMMEDIATE RELEASE, P ress S e rv ice
Wednesday, O ctober 27 , 1943 . No. 39-27

The Bureau o f  Customs announced today th a t  the quota 

o f 1 0 0 ,0 0 0  s i lv e r  or b la ck  foxes valued a t  le s s  than $250 

each and whole s i lv e r  or b la ck  fox^ fu rs  and' sk in s (w ith  or 

w ithout paws, t a i l s ,  or heads) and the quota o f 500 pounds 

o f  paws, h eads, or o th er sep arated  p a rts  o f  s i lv e r  or 

b la ck  fox fu rs  and sk in s (o th e r  than t a i l s )  provided fo r  

in  the New Supplementary Trade Agreement w ith  Canada, 

signed December 18 , 1940 , which may be en tered , or w ith 

drawn from warehouse, fo r  consumption during the quota 

y ear ending November 30, 1943 , have been exhausted .

P re lim in ary  re p o rts  in  the Bureau in d ic a te  th a t 4 ,5 3 7  

t a i l s  o f s i lv e r  or b la ck  fo x e s , 550 pounds o f p iece  p la te s  

made o f  p ie ce s  o f  s i lv e r  or b la ck  fox  fu rs  and s k in s , and 

410 a r t i c l e s ,  o th er than p iece  p la te s ,  made w holly or in  

c h ie f  value of one or more s i lv e r  or b la ck  fox fu rs  or 

sk in s or p a rts  o f such fu rs  or s k in s , may be en tered  fo r  

consumption during the remainder o f the quota year ending 

November 30 , 1943 .

-oOo-



for such b i l ls ,  whether on original issue or on subsequent purchase, and the amount 

actually received either upon sale or redemption at maturity during the. taxable 

year for which the return is  made, as ordinary gain or loss.

Treasury Department Circular No. 418, as amended, and th is notice, pre

scribe the terms of the Treasury b ills  and govern the conditions of their issue. 

Conies of the circular may be obtained from any Federal Reserve Bank or Branch.



-  2 -

Reserve Banks and Branches, following which public announcement w ill be made by the 

Secretary of the Treasury of the amount and orice range of accepted bids. Those 

submitting tenders w ill be advised of the acceptance or rejection thereof. The 

Secretary of the Treasury .expressly reserves the right to accept or re jec t any or 

a l l  tenders, in whole or in part, and his action in any such respect shall be final. 

Subject to these reservations, tenders for $100,000 or less from any one bidder at 

99.905 entered on a fixed-price basis w ill be accepted in fu ll. Payment of accepted 

tenders at the prices offered must be made or completed at the Federal Reserve Bank 

in cash or other immediately available funds on November 4, 1943

The income derived from Treasury b i l ls ,  whether in terest or gain from 

the sale or other disposition of the b i l ls ,  shall not have any exemption, as such, 

and loss from the sale or other disposition of Treasury b ills  shall not have any 

special treatment, as such, under Federal tax Acts now or hereafter enacted. The 

shall, be subject to estate, inheritance, g if t , or other excise taxes, whether 

Federal or State, but shall be exempt from a ll  taxation now or hereafter imposed 

on the principal or in terest thereof by an}?- State, or any of the possessions of 

the United States, or by any local taxing authority. For purposes of taxation the 

amount of discount at which Treasury b i lls  are originally sold by the United States 

shall be considered to be interest.. Under Sections 42 and l l7  (a) (l)  of the 

Internal Revenue Code, as amended by Section 115 of the Revenue Act of 1941, the 

amount of discount at which b i l ls  issued hereunder are sold shall not be considered 

to accrue until such b i l ls  shall be sold, redeemed or otherwise disposed of, and 

such b i l ls  are excluded from consideration as capital assets. .Accordingly, the 

owner of Treasury b ills  (other than l i f e  insurance companies) issued hereunder 

need include in his income tax return only the difference between the price paid



TREASURY DEPARTMENT 
Washington

FOR RELEASE, MORNING NEWSPAPERS,
Friday, October 29, 1943 ______.

The Secretary of- the Treasury, by th is public notice, invites tenders

for $ 1.000.000.000 , or thereabouts, of 91 - day Treasury b i l ls ,  to be issued
¿S i

on a discount basis under competitive and fixed-price bidding as hereinafter pro

vided, The b ills  of th is series w ill be dated November 4« 1943 % and will
' W

mature February 3* 1944 > when the face amount w ill be payable without

in terest. They w ill be issued in bearer form only, and in denominations of $1,000, 

$5,000, $10,000, $100,000, $500,000, and $1,000,000 (maturity value).

Tenders w ill be received at Federal Reserve Banks and Branches up to the 

closing hour, two o’ clock p. mi, Eastern War time, Monday, November 1, 1943
"~BS

Tenders w ill not be received at the Treasury Department, Washington. Each tender 

must be for an even multiple of $1,000, and the price offered must be expressed 

on the basis of 100, with not more than three decimals, e. g ., 99.925. Fractions 

may not be used. I t  is  urged that tenders be made on the printed forms and for

warded in the special envelopes which w ill be supplied by Federal Reserve Banks 

or Branches on application therefor.

Tenders w ill be received without deposit from incorporated banks and 

trust companies and from, responsible and recognized dealers in investment securi

t ie s . Tenders from others must be accomoanied by payment of 2 percent r f  the face 

amount of Treasury b i l ls  applied for, unless the tenders are accompanied by an 

express guaranty of payment by an Incorporated bank or trust company.

mmediately after the closing hour, tenders w ill be opened at the Federal



TREASURY DEPARTMENT
Washington

POR RELEASE, MORNING- NEWSPAPERS 
F rid ay , O ctober 29, 1943«
1 0 -5 8 -4 3

The S e c re ta ry  of th e  T reasu ry , by t h i s  p u b lic  n o t ic e , 

in v ite s  ten d ers fo r  $ 1 ,0 0 0 ,0 0 0 ,0 0 0 , or th e re a b o u ts , o f 91-day 

T reasury  b i l l s ,  to  be issu ed  on a d iscou n t .b a s is  Under compet

i t i v e  and f ix e d -p r ic e  bidding as h e r e in a f te r  provided . The 

b i l l s  o f t h i s  s e r ie s  w il l  be dated November 4, 1943, a n d ’w il l  

mature February 3 , .1 9 4 4 ,  when th e  fa c e  amount w i l l  be payable 

w ithout i n t e r e s t ,  . They w il l  be issu ed  in  b ea rer form only , and 

in  denominations o f  ,8 1 ,0 0 0 , $ 5 ,0 0 0 , $10 ,000., $ 1 0 0 ,0 0 0 , $5 0 0 ,0 0 0

and $ 1 ,0 0 0 ,0 0 0  (M atu rity  value)*.

Tenders w il l  be re ce iv e d  a t  F ed era l Reserve Banks and 
Branches up to  th e  c lo s in g  hour, two o ’ c lo c k  p. m.,, E astern  War 
tim e, Monday, November 1 , 1943. Tenders w i l l  not be re ce iv e d  
a t  th e  Treasury  Department, W ashington. Each ten d er must be fo r  
an even m u ltip le  o f $ 1 ,0 0 0 , and th e  p r ic e  o ffe re d  must be ex
p ressed  on- th e  b a s is  o f 100, w ith  not 'more than, th re e  d ecim als, 
e . g i ,  99 *925 . F ra c tio n s  may not be used* I t  i s  urged th a t  
ten d ers be made on th e  p rin ted  forms and forwarded <Ln th e  spe
c i a l  envelopes which w i l l  be sup plied  by F ed era l R eserve Banks 
or Branches on ¡a p p lica tio n  th e r e fo r .

Tenders w il l  be rece iv ed  w ithout d ep o sit $rom in co rp o rated  
banks and t r u s t  companies and. fro m 're sp o n s ib le 'a n d  recognized  
d ea le rs  in  investm ent s e c u r i t i e s .  Tenders from o th ers  m ustJhe 
accompanied by payment o f 2 p ercen t of th e  fa c e  amount o f T re a s 
ury b i l l s  ap p lied  f o r ,  u n less  th e  ten d ers a re  accompanied by an 
express guaranty o f payment by an in co rp o rated  bank or t r u s t  
company.

Im m ediately a f t e r  th e  c lo s in g  hour, ten d ers w il l  be opened 
a t  th e^ F ed eral R eserve Banks’and B ranches, fo llo w in g  which pub
l i c  announcement w il l  be made by th e  S e c re ta ry  of th e  Treasury 
of th e  amount and p r ic e  range o f accep ted  b id s . Tho’se sub
m ittin g  ten d ers w i l l  be advised  of th e  accep tan ce  or r e je c t io n  
th e r e o f .  The S e c re ta ry  o f th e  T reasury ex p ressly  re se rv e s  th e  
r ig h t  to  accep t or r e je c t  a n y ,o r a l l  te n d e rs , in  whole or in 
p a r t , and h is  a c t io n  in  any such r e s p e c t  s h a l l  be f i n a l .

39-28 ( O ver)
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S u b je c t  to  th e se  re s e rv a t i e n s , ten d ers fo r  $ 1 0 0 ,0 0 0  or le s s  from 
any one b id d er a t  9 9 .9 0 5  en tered  on a f ix e d -p r ic e  b a s is  w i l l 'b e  
accep ted  in f u l l *  Payment o f accep ted  ten d ers a t  th e  p r ic e s  
o ffe re d  must be made or completed a t  th e  F ed era l R eserve Bank 
in  -cash or o th er im m ediately .a v a ila b le  funds on November 4 , 1943,

The income derived from Treasury  b i l l s ,  ‘whether i n t e r e s t 1 or1 
gain  from th e  s a le  or o th er d is p o s it io n  o f th e  b i l l s ,  s h a l l  not ' 
have any exemption, as such, and lo s s  from th e  s a le  or o ther, 
d is p o s it io n  of T reasury  b i l l s -  s h a l l  not have any s p e c ia l  t r e a t 
ment, as such, under F ed era l ta x  A cts now or h e r e a f te r  enacted . 
The b i l l s  s h a l l  be s u b je c t  to  e s ta te ,  in h e r ita n c e , g i f t ,  or 
o th er e x c is e  ta x e s , whether F ed era l or S ta t e ,  but s h a l l  be 
exempt from a l l  ta x a tio n  now or h e r e a f te r  imposed on th e  p r in 
c ip a l  or in t e r e s t  th e r e o f  by any S ta t e ,  or any o f th e  possessions 
o f th e  U nited S t a t e s ,  or by any lo c a l  ta x in g  a u th o r ity . For purr 
poses o f ta x a tio n  th e  amount o f d iscou n t a t  which Treasury  b i l l s  
a re  o r ig in a l ly  so ld 'b y  th e  U nited  S ta te s  s h a l l  be considered  to 
be i n t e r e s t .  Under S e c tio n s  42 and 117 (a) (1 ) o f th e  In te rn a l 
Revenue Code, as amended by S e c tio n  115 o f th e  Revenue Act o f 
1941, th e  amount of d iscou n t a t  which b i l l s 1issu ed  hereunder are 
so ld  s h a l l -n o t  be c o n s id e re d 'to  accru e  u n t i l  such b i l l s  s h a l l  be 
so ld , redeemed or o therw ise disposed o f , and such b i l l s  a re  ex
cluded from c o n s id e r a tio n , as c a p i ta l  a s s e t s .  A ccord in gly , the 
owner o f T reasury  b i l l s  (o th e r  than l i f e  in su ran ce companies) 
issu ed  hereunder need in clu d e in  h is  income ta x  re tu rn , only  the 
d if fe r e n c e  between th e  p r ic e  paid  fo r  such b i l l s ,  ’Whether on 
o r ig in a l  is su e  or on subsequent purchase, an d ,th e : amount a c tu a lly  
re ce iv e d  e i th e r  upon s a le  or redemption a t . m atu rity  during th e 
ta x a b le  year fo r  which th e  re tu rn  i s  made, as ord in ary  gain or- 
lO ss .

T reasury  Department C ir c u la r  No. 418, 
n o t ic e , p r e s c r ib e  th e  terme 
co n d itio n s  o f t h e i r  is s u e . ' 
ta in e d  from any F ed era l

as amended, and th is  
of th e  Treasury, b i l l s  and govern the 
Copies o f th e  c i r c u la r  may be ob- 

R ©serve Bank or Branch.



Page k
Assets and liabilities of all active banks in the United States and possessions, by

classes, Jane 30, 19*3 -  Contd,
(In thousands of dollars) _________ ___ ______

t : t A ll banks : Banks other than national
. Total 
t a l l  banks

. Rational . » *

. banks • •
other than : 
national 1

State s 
(Commercial)s

Mutual : 
savings :

Privat« |,

LIABILITIES
Deposits of indiTidnals, partnerships, 

and corporationst
,$54,286,973

28.ia7.h 60
$30, 518, i ^ $23, 768,827 $23, 638,829 $5,285

11 , 112,658
$124.713

14.475TM mm___ ______________________ _______. . . . . . . . . 8,971.178 19,M >,282 8, 319.149
U. S. Government and postal savings deposits. 8 ,163,576  
Deposits of States and p o litica l subdivisions, 4 ,855,015

Other deposits (c e r tif ie d  and cashiers'
checks. e t c . 1»156, 827

4, 589.354
2.900,361
7,156.360

633.962

3, 574,222
1.954 ,654
3, 747,888

522,865

3. 572,835
1 , 949,941
3,713,884

519.933

810
l.* 7 9

388

1.139

577
3.234

33,616

1,793

Total deposits 1^,
B ills  payable, rediscounts, and other

l i a b i l i t ie s  for borrowed m o n e y ... . . . .........
Acceptances executed by or for account of

hnnVti . ............. ......................... ..

.107.784,099

31.657

69.075

54 ,769 .361 

4 ,231  

34.390

53.014,738

27,426

34.685

41, 714,571

24,009

26.957

11,121,759 178,408

3.^171 

7.728
uss576,880 338.965 237,915 196,430 40,997

Total l i a b i l i t ie s  1 /.• • • • • • • • • ........

CAPITAL ACCOUNTS
Capital notes and debentures.•••*•••••.........

108,461,711 5 5 .l4 6 .9 l7 53.314,764 41, 961, 967" 11,162.756" 190,041

94,691
270,175 137,076

9 M 9 1
133.099

89,OU8
133,099

5.643

£470
12.2322 ,6lU ,58l 1 .360,932 1.253.649 1 . 247.179

873.081.  3,871,503 1.474,673 2,396.830 1 , 511.517
TT«<Hw4A n r f t f i t a .  _ _ ............... ...................... .. 1.4o6,34o 584,169 822,171 493,469 328,432 270

Reserves and retirement account for pre
ferred  stock and capital notes and

533.405 268,555 264,850 225,611 37.288 1,9511
Total cap ital a c c o u n t s . . . . . . . .......................

Total l ia b i l i t ie s  and cap ita l
8 .790 .695 3,825,405 4, 965,290 3, 699.923 1*244,445” 20,921'

117.252.4o6 5 8 ,972>352 58, 280, 054*»5 , 661,890 12,407.200 210,9^

1f Excludes reciprocal interbank demand balances with banks in the United States.



Pag© 3
Assets and l ia b il i t ie s  of a l l  active banks in the United States and possessions, by classes,

June 30* 19*3 •

(In  thousands of d o llars)
: :
: Total :
: a l l  banks :

National
banks

I All banks 
I other than 
* national

* Banks other than national
* State * Mutual • p ~
j(commercial)**î savings * r  va a
* ■ - —  -  ■ - • — ------------- -

f
Humber of banks.................................... .. l * ,6 6 l  5,066 9,595___________9 , 0 0 8 ______ 537________50

ASSETS
Loans on re a l  e s ta te ...........................................
Other loans, including rediscounts and 

ov erd rafts ...............................................

$9 .155,381

13, 168,672

$2, 136,260

7.053,883

$7, 019,121

6, 111,789

$2,198.979

6 ,007.193

$1 . 517.923

57.169

$2,219

19,827
Total loans. . » « # . . a . » . * * « . » » . « * . » . . » 22.32H.053 9, 190,113 13,133.910 8,506 ,172 1 . 575,392 52,016

U. S. Government secu rities :
Direct ob ligation s................................
Guaranteed obligations.............................

Obligations of States and p o lit ic a l  sub
divisions................................... ............................

Other bonds, notes and debentures................
Corporate stocks, including stocks of 

Federal Reserve banks........... ..

55. 176.155
2, 786.903

3.775.1o6
3 ,5 5 l .7 l l

591.727

28, 511.631
1 . 675.768

2. 026,333
1 . 310,099

171,711

26, 661,521
1,111,135

1,7*9 ,073
2 ,214 ,6*2

*19.983

a ,  377.622  
1,035,199

1.189.033  
1 ,2I0,102

255,198

5, 207,217
75.173

219,228
962,155

158.195

76,65a
»*63

10,812 { 
12,085 *

5,990
Total investments...................................... 65, 881,932 33,728,578 32, 156,351 25,397,751 6, 652,598 106,002

Currency and c o in ................... .............................. l,606,5f>1 806, 5K> 600,018 719,050 78,^79 2,"4S9
Balances with other banks, Including

reserve balances !/•«••................................. 25,210,3^7 1*, *20,6*5 10,789.502 10,106,468 641,725 41,309
Bank premises owned, furniture and

fix tu re s ................................................ ................. 1 , 162, H58 566,697 595.761 *63,20* 111,9*6 611
Real esta te  owned other than bank

prem ises........ ................................ ....................... >*3,677 17,530 396.117 130,175 265,320 652
Investments and other assets in d irectly  

representing bank premises or other
reed e s ta te .......................................................... I I I . 3I 7 1*9,265 62,032 46,296 15.709 27 f 

6.9*7 SCustomers' l ia b il i ty  on acceptances........... 61,279 30,509 30,770 23.783 —
Other asset s » « . . . . . . . . . . . . . . . . . . . . . . . . . . . >*7.779 132,219 315.560 2*6,688 66.031 841

Total assets jLJ ••*##•#»«#••••••••••• 117.252,106 56.972,352 58 .280 ,05* »*5,661,890 12.107.200 210.961 _

* Excludes figures for Guam and The Philippines on account of the war. 
** Includes tru st companies and stock savings banks.
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June 30,
! 19*3s

* D .c, 31, 
Î 19l*2
e

s
June 30,

1 19̂ 2 
e

LIABILITIES
Deposits of individuals, partnerships, and corporations:

Demand................................................................. ...........................................
Time................................................................................................................

U. S. Government and postal saeings d ep osits ..............................
Deposits of States and p o litic a l  subdivisions...................................
Deposits of banks 1 / ............................................ * ...........................................
Other deposits (c e r tif ie d  and cashiers1 cheeks, e t c . ) ..................

. .  $56, 286,973 

. .  26,Ul7,>t6o 

. .  8 ,163,576  
l*.855.015 

. .  10, 906,268 

. .  1 ,156,827

$1*7,968,820
26, 703,762 
8, 506,607 
>».523,373 

U .3 2 3 ,537 
1.239,539

$39,983,386
25,613,382
1 , 902,191
6, 656,371

10,295.050
781,195

Total deposits 1/ . .............................................. ....................................
B ills  payable, rediscounts, and other l ia b il i t ie s  for

borrowed money.................. ....................... ......................... ..............................

. .  107,78^,099  

. ,  31.657

lOO.265.638

18,638
52,1*62

( 58,320  
( 137.866 
( 606,665

83.029.575

20.736
78,661

)
) 608,821 
)

Acceptances executed by or for account of reporting banks.........
In te re s t, discount, ren t, and other income collected  but not

earned..................................................................................................................
In te re st, taxes, and other expenses accrued and unpaid........... ..
Other l i a b i l i t i e s . ......................................................................................... ....

69,075  

. . )  576.880

Total l ia b i l i t ie s  1/ ............................................................................... , .  108, 1*61,711 100 ,937 ,5*»9 83.737,773
CAPITAL ACCOUNTS

Capital notes and debentures•••.••••.................................................... ..
Preferred s to ck ............................................... ................................................. ..

. .  9 M 9 1  
270,175

99,202 
280, 65!* 

2. 605.535 
3, 769,806 
1 . 322.567

527,261*

106,171
290,916

2, 603,601
3, 766,111
1 , 270,261

507,160

Com m on s t o c k .............................................................. .. ..................... ....................................................................... 2 .6lM>. 5S1
S u r p l u s .  ... ...................................................... ......................................... ...................................................................... 3.871.503
U n d i v i d e d  p r o f i t s .................................................................... ..........................................................................

D e s e r v e s  a n d  r e t i r e m e n t  a c c o u n t  f o r  p r e f e r r e d  s t o c k
c a p i t a l  n o t  o s  a n d  d e b e n t u r e s .....................................................................................................

. .  i ,Uo6, 3$o 

533. >»05
T o t a l  c a p i t a l  a c c o u n t s . ............................................................................................................ . .  6,790,695 8, 605,028 8. 522.218
T o t a l  l i a b i l i t i e s  a n d  c a p i t a l  a c c o u n t s  1 / ............................. .... . .  117, 252,1106 109,5*»2,577 92.259,991

1 /  E x c l u d e s  r e c i p r o c a l  i n t e r b a n k  d e m a n d  b a l a n c e s  w i t h  b a n k s  i n  t h e  U n i t e d  S t a t e s .



F O R  R E L E A S E , MORNING N EW SPAPERS
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T R E A SU R Y  DEPARTMENT 
Comptroller of the Currency 

Washington Press Service
U - —  • ' l o o

The Comptroller of the Currency today released the following preliminary figures, showing the assets and 11a- 
t i l i t i o s  of a l l  a c tire  hanks in the United States and possessions on June 30* 19^3* end comparisons of such figures 
with the assets and l ia b il i t ie s  of a l l  a c tire  hanks on December 31, 19^2 and June 30, 19*12»

(In  thousands of dollars)

June 30*
19*3

Dee. 31, 
19̂ 2

June 30« 
19**2

Number of banks, lb,661»
A S S E T S

Loans on rea l e s ta te ............................ . ........................................... .. $9 ,155,361
Other loans, including overdrafts.............................................. .. 13 ,168,672

Total loans......................................... .................................. .. 22, 32b ,053
U. S. Government secu ritie s :

D irect obligations...........................................   55.176,155
Guaranteed obligations...............   2, 786,903

Obligations of States and p o litica l subdivisions.................   3,775,bo6
Other bonds, notes, and d e b e n t u r e s ...............................  3. 55b ,7bl
Corporate stocks, including stocks of Federal Reserve 

baak#...........................................................................................................  591.727
Total investment ............... ............................................................  65,88b, 932

Currency and coin.......................................... ........................................... 1 ,606,56b
Balances with other banks, including reserve balances l / .  25,210,3b7
Bank premises owned, furniture and f ix tu re s ...................... 7 . .  1 , 162 , b58
Real estate  owned other than bank p re m ise s« .........................  bb3,677
Investments and other assets in d irectly  representing bank

premises or other re a l e s ta te .....................................................
Customers' l ia b il i ty  on acceptances out standing«. . . . . . . . .
In te re s t, commissions, ren t, and other income earned or

accrued but not c o lle c te d ..................................... ....................... )
Other a sse ts ............................. .................................................................. )

111.317
61,279

>*7.779

lU ,722*

*9,373.003
l 4 ,628,143
24,001,146

43,184,881
2,874,230
3.926,485
3.755,131

630.633
5 * .3 7 1 .36o 

1 . 1(6 3 ,8 3 6  
27,371,581  

1,189,800  
530,109

122,1(02
>16,132

172,961
273.250

l4,815<

*9,617,560
15.560,7^5
25,178,305

27,287,165
3.075.858
9,974,821
4,027,1*70

650.798
39,016,112

1,1*46,780
24,236,259

1,204,320
614,523

127.781
67.961

367,950

I o t* l  assets 1/ ............................. .................................................. 117,252,406 109,542,577 92, 259,991

•Excludes banks In Gunn and Tbe Philippines on account o t  the war.



TREASURY DEPARTMENT 
Com ptroller of the Currency

EOR RELEASE, MORNING NEWSPAPERS Washington P re s s  S erv ice
Saturday, O ctober 3 0 , 1943 ^0# ^  ^

Thé Com ptroller of th e  Currency today re le a se d  the follow in g p relim in ary  f ig u r e s , showing the a s s e ts  and l i a 
b i l i t i e s  of a l l  a c t iv e  hanks in  the U nited S ta te s  and p o ssessio n s on June 30» 1943» and comparisons o f such f ig u re s  
with the a s s e ts  and l i a b i l i t i e s  of a l l  a c t iv e  hante on December 31» 1942 and June 30* 1942*

( in  thousands of d o lla rs )

Numb er of hanks « * *,# * • *,** *.* * • * • * * * »** *.* ******  * ** * * * * * * * * * i
ASSETS

Loans on real estate»• •***, ****** •*-♦♦-♦***••#*.#■»* •*■*-**-****** 
Other loans, includili overdrafts»**•*••••*••»«••*•••• **•

T o tal loans* * * * * * * * * * * * * *  • •**•**•*• •*•*# .  • * * ***** * » *■*•* 
U* S. Government s e c u r i t ie s }

D ire ct o b lig a tio n s * ..••••**• *********-***•  **•-*• »-»•*• • 
Guaranteed o b lig atio n s * * • • * .* « » » » .. * * • * • * • . . . . . * * . * .  

O bligations of S ta te s  and p o l i t i c a l  su b d iv is io n s * * .*•*•*• 
Other bonds, n o te s , and deben tures««**♦«*#«**.*• •«♦•*•***  
Corporate s to ck s , including sto ck s o f E ed eral Reserve  

banks* • • * * * «¡-'* *•••«••• *.» » • **• ♦*****• *• »♦* •• * * ******  *****  * 
T o t a l .m vestm en ts*••»••••»•*«*•*•• •'**•**'*• ******-• *.** 65*88^932 5^371*360

Currency and coin* *  .............* * * . . . .* * * * * • •
Balances with o th er banks, including re s e rv e  b alan ces 1 / .  
Bank prem ises owned, fu rn itu re  and f ix tu r e s *  * * • • * *-•»•*•«* 
Real e s ta te  owned o th er than bank p rem ises**«»**«*••*•••* 
Investm ents and o th er a s s e ts  in d ir e c t ly  rep resen tin g  bank 

prem ises o r o th er r e a l  e s t a t e ,••*»«*••«•»*•«*»•• * *•**»*
_ Customers5 l i a b i l i t y  on accep tan ces o u ts ta n d in g * .*••«.»**
J I n te r e s t , com m issions, r e n t ,  and oth er income earned or

accrued but not c o l l e c t e d .* ..,* .• **• • • *.• • • ««• **• • *• *• *)  
0 1her a s s e ts *    ............ * ......................•••**••«•••••*•}

1 ,606 ,5^
23,210,347

1,162,458
443*677

m  s 317 
6 1 , 2 7 9

4 4 7 ,7 7 9

1 , 4 6 3 ,8 3 6  

27»371,581 
1,189,800 

5 3 0 ,1 0 9

122,402 
46 , 1 3 2

1 7 2 , 9 6 1  ) 
2 7 3 ,2 5 0  )

T o tal a s s e ts  1 J q *«*»«*• *• *•••**•*••** 117,252,406 1 0 9 ,5 4 2 ,5 7 7

June 30»
; 1943

■

’ Dec* 3 1 ,
:  ■ 19̂ 2 *■

June 30 k
. 1  1942 ••

l 4 ,6 6 i * 14 ,7 2 2 * l 4 58 l5 ltl

$ 9 ,1 5 5 .3 8 1
13, 168,672

$9, 373.003
1^ .628, 1̂ 3

$9, 617,560 
1 5 ,5 6 0 ,7 ^ 5

22, 32 ,̂053 2 4 ,0 0 1 ,1 4 6 2 5 ,1 7 8 ,3 0 5

5 5 ,1 7 6 ,1 5 5  
. 2, 786,903

3 ,7 7 5 ,^ 0 6  
3 .5 5 ^  ,-7^1

1*3,18^,881  
2, 87 ,̂230 
3. 926, >+85 
3. 755,131

2 7 ,2 8 7 ,1 6 5
3 .0 7 5 ,8 5 8
3 .9 7 ^ ,8 2 1
lt.0 2 7 ,^ 7 0

-_______5 9 1 ,7 2 7 ____ 630,633 6 5 0 ,7 9 8
39, 01b ;112 
“— 446,780
2 4 , 2 3 6 ,2 5 9  

1,204-, 320

6 1 4 ,5 2 3

1 2 7 ,J 8 1  

67s96l

367,950

9 2 ,2 5 9 *9 9 1

^Excludes banks in Guam and The P h ilip p in es  on account of the war*



Comparison of assets and l ia b i l i t ie s  of a l l  banks -  Continued* (In thousands of dollars) Page 2

dune 30» * 1 Pec* 3 1 * ! June 3 0 »
1 9 4 3  [ i  1 9 4 2  ; 1 9 U2

LIABILITIES
Deposits of individuals, partnerships, and corporations:

Demand** » •  * 
Time. *•* * * * • . *  • . . . . . . . . . .  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

U. S. Government and postal savings d ep osits.**.»*...••..•.»*••»
Deposits of States and p o litica l subdivisions*............. .
Deposits of banks 1 ^ / . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Other deposits (certified  and cashiers* checks, e t c . . . . . . .

Total deposits l/ . . . . . . . *  * . . . . . . . . .  • . . . . . . . . . . . . . . . . .
B ills  payable, rediscounts, and other l ia b il i t ie s  for 

borrowed money.
Acceptances executed by or for account of reporting banks. .*•**. 
Interest, discount, rent, and other income collected but not 

earned*
Interest, taxes, and other expenses accrued and unpaid*...***••« 
Other l i a b i l i t i e s . ...................

Total l ia b i l i t ie s  l / . . . . . . .
CAPITAL ACCOUNTS

Capital notes and debentures*• ,• •*»•• *•*•**««»• .,» ..*.......*• *.
Preferred sto ck ,.. .  •*•»«•*••••«»**••••••*»*•*•**<*•••............
Common stock*-»* . . . . . , * « . . .............................................. • **.*•»••*,.• *
Surplus*.* *••••*•**.•.•..,••••*•••.•. .••..*••••••.••>*•».****•*»
Undivided p ro fits ,* * * ............, .
Reserves and retirement account for preferred stock and

capital notes and debentures*.,.♦ ,***v*.*..»•****..**-♦*»•**•»•
Total capital account s».
Total l ia b i l i t ie s  and capital accounts ! / • * .........* ..*» ** .♦ .♦

$54,286,973 $47,968,820 $3 9 , 9 8 3 ’, 386
2 8 , 4 1 7 ,4 6 0 26,703,762 25,613 ,38 2

8 ,16 5 ,5 7 6 8,506,607 1 ,9 0 2 ,1 9 1
4 ,8 55,0 15 4 , 5 2 3 ,3 7 3 ^',454,371

1 0 , 9 0 4 ,2 4 8 11 ,3 2 3 ,5 3 7 1 0 , 2 9 5 .0 5 0
1 ,15 6 ,8 2 7 ^  l r 239»539 . 7 2 1 .1 9 5

1 0 7 , 7 8 4 ,0 9 9 100,265,638 8 3 , 0 2 9 .5 7 5

3 1 ,6 5 7 18,638 20,736
69,075 5 2 ,4 6 2 7 8 ,6 4 1

> < 5 6 ,3 2 0 )
> 5 7 6 ,8 8 0 < 1 3 7 ,8 4 6 ) 608,821
) ( 4 0 4 ,6 4 5 )

1Q8,4 6 1 ,7 1 1 100,937.549 6 3 »737»773

94,691 99»202 10 4 ,17 1
. 270 ,175 280,654 290,914
2 , 6 1 4 -, 581 2 , 6 0 5 ,5 3 5 2,-603,601
3 , 8 7 1 ,5 0 3 3,769.806 3 ,7 4 6 ,1 1 1
i ,4o6,34o 1 ,3 2 2 ,5 6 7 1,2 7 0 ,2 6 1

5 3 3 .4 0 5 527»264 507,160

8,790,695 8,605,028 8,522,218

1 1 7 *2 5 2 ,4 0 6 10 9,542,577 9 2 , 2 5 9 .9 9 1

i f  Excludes reciprocal interbank demand balances with banks in the United States,



Assets and l ia b i l i t ie s  of a ll  active banks in the United States and
June 3 0 , I 9U3 *

-—— ---- --------- ;_______ _____________ (In thousands of d o lla rs)______ _
* y ' ! All banks

Page 3
possessions» by classes,

Banks other than national

Humber of banks.................................. . .........
ASSETS

Loans on real e s t a t e . . . . . . . . . . ................
Other loans, including rediscounts and

overdrafts.......................... .......................,
Total loans.. .  . . ..................................

U. S. Government securities:

Obligations of States and p o litica l sub
ii divisions...................................* .................
'Mother bonds, notes and debentures...........
Corporate stocks, including stocks of 

federal Eeserve banks.....................

Currency and co in ................................ (
Balances with other banks, including

reserve balances l/ , ..................................
Bank premises owned, furniture and

I, fix tu res ,................... ................. ....
Real estate owned other than bank
: premises*....................... ...............................
¡Investments and other assets indirectly 
p representing bank premises or other
j  real estate , . . . . . . . . . ¡ . * . . . , , . 4 ........ ...
' Customers* lia b ility  on acceptances.. . , ,  

Other assets...................................................

; to sal ;
: a l l  banks :
« , • »

National
banks

: other than 
: national 
•

fState Mutual 
: (commercial)**: savings

■ ••
Private

. l 4 , 66l 5,066 9,595 9,008 537 50

. $9,155.381 $2,136,260 $7,019,121 $2 , 1*98,979 $*»,517,923 $2,219
1 3 .16s. 672 7,053,883 6 , 114,789 6 , 007 .1*93 57*469 49,827, 22,324,053 9,190,11*3 13,133,910 8,506.1*72 **.575,392

f ■. K ........
52,046

. 55 ,176,155  
■ 2,726,903

28,511*, 631* 
1 , 675. 76s

26,661,521
1,111,135

21,377,622  
1 .035 , *199

5,207,21*7
75,173

76,652
1*63

. 3 , 775,><06 
3 . 55V 1«-

2,026,333
1 .3 V 0 9 9

1,7*19,073
2 , 214,642

1,*189,033 
1,21*0,102

21*9,228
962, 1*55

10,812
12,085

591,727— -y.. ■ %.... .... 1 7 1 ,7W» 4 1 9 ,9 8 3 255,**98 158, 1+95 5,990
> b5 ,gS4,932 33 , 728,578 32,156,35** 25 , 397 , 75*1 ""6,652,598 106,002
, 1 ,606,564 806,546 800,018 719,050 78 . 1*79 2,489

25,210,31*7 14 , 420,845 10,739,502 10, 106,468 6111,725 **1,309
1.162,1*58 566,697 595,761 483,204 111,946 611

V .6 7 7 *17,530 I  396,11*7 130,175 265,320 652

111,317
61,279

*+**7.779

1*9,285
30,509

132,219

6 2 ,0 3 2

30$770
315,560

4 6 ,2 9 6

23,783
248,688

1 5 , 7 0 9

6 6 ,0 3 1

,  27 
6 ,9 8 7  

84l
1 1 7 , 2 5 2 ,^ 0 6 5 8 , 9 7 2 ,3 5 2 58,280,054 45,661,890 12;4ö7,200 210,964

** Includes trust Companies and stock savings banks*



. Page 4
Assets and l ia b i l i t ie s  of a ll  active banks in the United States and possessions, by

classes, June 3 0 » 19^3 — Contd.
(In thousands of dollars)

1

» •
* Total *
* all banks ** •

National ) 
banks *

4

All banks 
other than 
national

♦ 1 Banks other than national
• 'State 1 Mutual : Private 
:(commercial) : savings

LIABILITIES
Deposits of individuals, partnerships,
[ and corporations:

Demand. ,............. .
Ti&e......................... ...... ... I. ,

iU. S. Government and postal savings deposits* 
Deposits of States and political subdivisions
[Deposits of banks i f ............... ............
Other deposits (certified and cashiers*
1 checks, etc,)...*...........................

$5 4 ,2 8 6 ,9 7 3
2 2 t4 l7 ,4 6o
8,163,576
‘+,855.015

1 0 ,9 0 4 ,2 4 8

1,156,227,

$3 0 ,5 1 2 ,1 4 6  
2 ,9 7 1 ,1 7 8  
>+,5 8 9 ,3 5 4  
2,900\36l
7,156^300

633,962

$23,762,227
1 9 ,4 4 6 ,2 2 2
3,574,222
1,954,654
3,747,888

522,865

1 g3 gj ' ' ' -

$23,638,829
8,319,149
3,572,835
1,949,941
3 ,7 1 3 ,8 8 4

5 1 9 ,9 3 3

WÊfi/ÊmSê X WÊÊÈé

$ 5,225 
11,112,652 

- 210
1 ,^ 7 9

322

1 ,1 3 9

$124,713
1 4 ,4 7 5

57 7
3 ,2 3 4

33,616

1 ,7 9 3
Total deposits l/.......

[Bills payable, rediscounts, and other 
| liabilities for borrowed m o n e y . . . *. 
'Acceptances executed by or for account of

reporting banks...............
Other liabilities..............................

1 0 7 ,7 8 4 ,0 9 9

3 1 ,6 5 7

69,075
576,220

54,769,361-

4,231

34,390
338,965

53,014,738

27,426

34,685
2 3 7 ,9 1 5

41,714,571

' 2 4 ,0 0 9

2 6 ,9 5 7
1 9 6 ,4 3 0

11,121,759

4 0 ,9 9 7

1 7 8 ,4 0 8  

' 3 ,4 1 7

7,72s
4 8 8

Total liabilities l/.................... 102,^61,711 55,146,947 53,314,764 41,961,967 11,162,756 190,041
CAPITAL ACCOUNTS.

Capital notes and debentures............... . 94,691 94,691 2 9 ,0 4 2 5,643 <—
Preffirrfid stock,,. , ,.................... ........ 270,175v

2,614,521 ' 
3,271,503

137,076
1,360,932
1.474,673

1 3 3 ,0 9 9
1,253,649
2,396,830

1 3 3 ,0 9 9
1 ,2 4 7 ,1 7 9
1 ,5 1 1 ,5 1 7

Common stock................... . 6,470
12,232'Surplus*................................ *...... 273,021

Undivided profits.......... ................ . l,4o6,34o 524^169 222,171 493,469 ' 3 2 2 ,4 3 2 270
Reserves and retirement account for pre-
ferred stock and capital notes and 

H  debentures,......... .. ........ ........ .. . 533,405 268,555 264,250 225,611 3 7 ,2 2 2 1,951] Total capital accounts,................. 8,790,695 3,825,405 4,965,290 3,699,923 1 ^2 4 4 ,4 4 4 20,923.
Total liabilities and capital

117,252,406 5 8 ,9 7 2 ,3 5 2 5 2 ,2 2 0 ,0 5 4 45,661,290 12,407,200 210,964

l/. Excludes reciprocal interbank demand balances with banks in the United States*
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3 Robert E. Hannegan announced today 

my commissions earned on their own 

year 1943, provided the rate of 

¡r compensation has not been in-

mmissioner extended for the rest 

for similar commissions earned 

s issued on October 7th by former 

^tension includes payments which,

in the normal course of business, may be made subsequent to December 31, 

1943 on account of commissions earned during 1943.

The approval which Commissioner Hannegan extended does not apply 

to over-riding commissions such as commissions to an employee which are 

based on the sales of other employees. This type of commission also 

may be paid without approval i f  authorized by regulations issued 

September 4, 1943.
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te Robert E. Hannegan announced today 

any commissions earned on their own 

• year 1943, provided the rate of 

ler compensation has not been in-

/
Jammissioner extended for the rest 

L for similar commissions earned 

was issued on October 7th by former 

extension includes payments which,

in the normal course of business, may be made subsequent to December 31, 

1943 on account of commissions earned during 1943.

The approval which Commissioner Hannegan extended does not apply 

to over-riding commissions such as commissions to an employee which are 

based on the sales of other employees. This type of commission also 

may be paid without approval i f  authorized by regulations issued 

September 4, 1943.
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TREASURY DEPARTMENT 
Washington

FOR IMMEDIATE RELEASE, 
Saturday, October 30, 1945«

Press Service

Commissioner of Internal Revenue Robert E. Hannegan announced today 

that employers may pay to employees any commissions earned on their om 

individual sales during the calendar year 1943, provided the rate of 

commission and the amount of any other compensation has not been in

creased since October 2, 1942.

In making this statement, the Commissioner extended for the rest 

of this year a statement of approval for similar commissions earned 

during September and October which was issued on October 7th by former 

Commissioner Guy T. Helvering. The extension includes payments which, 

in the normal course of business, may be made subsequent to December 31, 

1943 on account of commissions earned during 1943.

The approval which Commissioner Hannegan extended does not apply 

to over-riding commissions such as commissions to an employee which are 

based on the sales of other employees. This type of commission also 

may be paid without approval i f  authorized by regulations issued 

September 4, 1943.
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TREASURY DEEARTMÉtîï 
Washington

V ; ■ . ' ;V N: 'y"
POR IMMEDIATE RELEASE, P ress  S e rv ic e
Saturday, O ctober 30, 1943» ' No. 39-30

■Commissioner o f In te r n a l  Revenue R obert E, Hannegan 

announced today th a t  employers may pay to  employees any com

m ission s earned on t h e i r  own in d iv id u a l s a le s  during th e  c a l 

endar y ear 1943, provided th e  r a t e  o f commission and th e  

amount o f  any o th er compensation has not been' in crea sed  s in c e  

O ctober 2, 1942*

In making t h i s  s ta tem en t, th e  Commissioner extended f o r

th e  r e s t  o f t h is  y e a r  a sta tem en t o f approval fo r  s im ila r  com-

m ission s earned during September and O ctober which was issu ed

on O ctober 7 th  by form er Commissioner G-uy 1 .  H elv erin g , The

ex ten sio n  in clu d es payments which, in  th e  normal course o f

b u s in e ss , may be made subsequent .to December 31, 1943 on

account of commissions earned during 1943,
' /V1 /v ; y  > ||| 11/01 . .y £̂,1

The approval which Commissioner Hannegan extended does 

not apply to  o v e r-r id in g  commissions such, as commissions to  an 

employee w h ich ,are  based on th e  s a le s  o f o th er employees* This 

type o f commission a ls o  may be paid w ithout approval i f  au th o r

ised  b y •re g u la tio n s  issu ed  September 4 , 1943*

-oOo-



TREASURY DEPARTMENT 
Washington

FOR RELEASE, MOSSING NEWSPAPERS, 
Tuesday, November 2, 1943«

Press Service
3 f ' Y

The Secretary of the Treasury announced last evening that the tenders for 

$1,000,000,000, or thereabouts, of 91-day Treasury bills to be dated November 4, 1943, 

and to mature February 3, 1944, which were offered on October 29, were opened at the 

Federal Reserve Banks on November 1.

The details of this issue are as follows:

Total applied for - $1,142,651,000
Total accepted - 1,002,628,000 (includes $67,409,000 entered on a fixed-

price basis at 99.905 and accepted in full)

Range of accepted bids:

High - 99.915 Equivalent rate of discount approx. 0.336# per annum
Low - 99.905 n n n n » 0.376# " *
Average price - 99.905/ " " " " * 0.375# n

(98 percent of the amount bid for at the low price was accepted)

Federal Reserve Total Total
District Applied for Accepted

Boston $ 20,520,000 $ 20,268,000
Sew York 668,390,000 534,536,000
Philadelphia 39,535,000 38,787,000
Cleveland 49,502,000 49,168,000
Richmond 25,859,000 25,564,000
Atlanta 7,345,000 7,067,000
Chicago 161,577,000 158,931,000
St. Louis 14,760,000 14,636,000
Minneapolis 49,525,000 49,120,000
Kansas City 23,368,000 23,303,000
Dallas 7,485,000 7,467,000
San Francisco 74,785,000 73.781,000

TOTAL *1,142,651,000 $1,002,628,000



TREASURY DEPARTMENT
'Washington

/  Ü

FOR RELEASE, MORNING NEWSPAPERS, P ress S e rv ice
Tuesday, November 2 , 1943# / , - - No. 39-31

The S e c re ta ry  o f the T reasury  announced l a a t  evening th a t

the te n d e rs " fo r  $ 1 ,0 0 0 ,0 0 0 ,0 0 0 , or th erea b o u ts , o f 91-day
, .  ■ ■ ... ' , ; , ;'

T reasury  b i l l s  to be dated November 4 , 1943 , and to mature

February 3, 1 9 44 , which were o ffe re d  on O ctober 29 , were opened

a t  the Fed eral Reserve; Banks on November 1#

The d e -ta ils  o f th is  issu e  a re  as fo llo w s :
: 7„ .■ (3 . * r  ■ -• , v ; •  ■ / ■ 1 # - ;Jgg|

T o ta l ap p lied  fo r  -  f : l ,  1 4 2 ,6 5 1 ,0 0 0
T o ta l accep ted  -  1 ,0 0 2 ,6 2 8 ,0 0 0  (in c lu d e s  | 6 7 ,4 0 9 ,0 0 0  en

tered  on a f ix e d -p r ic e  
b a s is  a t  9 9 .9 0 5  ana a c 
cepted  in  f u l l )

Range of- accep ted  b id s :

High - 9 9 .9 1 5  E q u iv alen t r a te o f di scount approx. 6.336%
per annum

Low 99*905 " u If tr approx. 0.376%
per pnnum

Average 7
p r ic e  -  99,.905 / ” t! M n approx. 0.375%

per annum

(98 p e r c e n t ' o f  the amount b id  fo r  a t  the iow p r ic e  was accep ted )

Federal Reserve 
Dis tr i-c t

T o ta l
A pplied fo r

T o ta l
A&çepted

Boston
Npw York
P h ilad e lp h ia
C leveland
Richmond
A tlan ta
Chicago
S t .  Louis
M inneapolis
Kansas C ity
D allas
San F ran cisco

$ 2 0 ,5 2 0 ,0 0 0
6 6 8 .3 9 0 .0 0 0

3 9 .5 3 5 .0 0 0
4 9 .5 0 2 .0 0 0
2 5 .8 5 9 .0 0 0  
,7 ,3 4 5 ,0 0 0

1 6 1 .5 7 7 .0 0 0
1 4 .7 6 0 .0 0 0
4 9 .5 2 5 .0 0 0
2 3 .3 6 8 .0 0 0

7 ,4 8 5 ,0 0 0  '
7 4 .7 8 5 .0 0 0

TOTAL $ 1 ,1 4 2 ,6 5 1 ,0 0 0

$ 2 0 ,2 6 8 ,0 0 0
5 3 4 .5 3 6 .0 0 0

3 8 .7 8 7 .0 0 0
4 9 .1 6 8 .0 0 0
2 5 .5 6 4 .0 0 0

7 .0 6 7 .0 0 0
1 5 8 .9 3 1 .0 0 0

1 4 .6 3 6 .0 0 0
4 9 .1 2 0 .0 0 0
2 3 .3 0 3 .0 0 0

7 .4 6 7 .0 0 0
7 5 .7 8 1 .0 0 0

$ 1 ,0 0 2 ,6 2 8 ,0 0 0
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FOR IMMEDIATE RELEASE,
November 2« 1945.----

The Bureau of Customs announced today preliminary figures showing the quan

tities of coffee authorised for entry for consumption under the quotas for the 

12 months commencing October 1, 1943, provided for in the Inter-American Coffee 

Agreement, proclaimed by the President on April 15, 1941, as follows*

Country of Production 2
2

Quota Quantity 
(Pounds) Xj

Authorized for entry
______for consumption---------
As of (Date) 2 (Pounds)

Signatory Countries:

Brazil 1,353,183,480 Oct. 23, 1943 89,714,605
Colombia 458,336,340 it 54,551,696
Costa Rica 29,100,720 it 1,620,388
Cuba 11,640,288 it 1,009,390
Dominican Republic 17,460,432 a 2,269,105
Ecuador 21,825,540 a/ 4,566,954
El Sslvador 87,302,160 a 787,587
Guatemala 77,844,426 a 180,199
Haiti 40,013,490 n 1,379,311
Honduras 2,910,072 a 420,386
Mexico 69,114,210 a 753,368
Nicaragua 28,373,202 a **
Peru 3,637,590 a 59,580
Venezuela 61,111,512 a 2,204,532

m-signatory Countries:
51,653,778 a 1,992,928

1/ Quotas as established by action of the Inter-American Coffee Board on 
March 11, 1943*

-oOo-



POR IMMEDIATE RELEASE, 
Wednesday» November 3, 1945.

TREASURE DEPARTMENT 
Washington

Press Service 
No. 39—32

The Bureau of Customs announced today preliminary figures showing the 

quantities of coffee authorized for entry for consumption under the quotas for 

the 12 months commencing October 1, 1943, provided for in the Inter-Anerican 

Coffee Agreement, proclaimed by the President on April 15, 1941, as follows:

Country of Production Quota Quantity : Authorized for entry
(Pounds) 1/ : ______ for consumption____

: As of (Date) : (pounds)

Signatory Countries:

Brazil 1,353,183,480 Oct. 23, 1943 89,714,605
Colombia 458,336,340 H 54,551,696
Costa Rica 29,100,720 It 1,620,388
Cuba 11,640,288 fl 1,009,390
Dominican Republic 17,460,432 II 2,269,105
Ecuador 21,825,540 IT 4,566,954
El Salvador 8<7,302,160 II 787,587
Guatemala 77,844,426 tl 180,199
Haiti 40,013,490 if 1,379,311
Honduras 2,910,072 <1 420,386
Mexico 69,114,210 n 753,368
Nicaragua 28,373,202 it

59,580Peru 3,637,590 ti

Venezuela 61,111,512 it 2,204,532

Non-signatory Countries: y
51,653,778 tt 1,992,928

1/ Quotas as established by action of the Inter-imerican Coffee Board on 
March 11, 1943.
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November 3, 1943

According to the Daily Statement of October 30, 1943, we have

collected, under the Current Tax Payment Act of 1943, $1,798,000,000.

Under procedures previously followed of permitting employers to pay

quarterly withheld taxes with their quarterly returns filed  within one

month after the end of the quarter, th is sum of money would not have come

into the Treasury u ntil the f i r s t  part of November. Under the new pro-
(a/

cedure of requiring employers to pay snak taxes by the tenth of the month 

following the month in which they accrue, we have collected th is amount 

of money in advance. This means that we have had the use of $1,798,000,000 

on an average of about forty-five days in advance of the time we would have 

received i t  under the old procedure.

These withheld taxes are paid by the withholding employer by the 

tenth of the month following the month in which they have accrued into 

a designated Government depositary, which gives the employer a receipt 

for such taxes to be attached to his quarterly return filed  with the 

Collector. When the funds so paid into any depositary amount to $5,000 

they are then paid in to the Federal Reserve Banks immediately, but a ll  

funds are paid in not later than the end of the month in which they are 

deposited, regardless of amount.



TREASURY DEPARTS 
Washington

F O R  IM K R D ÏA T E  R E L IA S E Press Service
No. 33

k

?
Current payment o f individual income taxes under the withholding system 

yielded the Federal Government $1 ,798,000,000 for the firs t/ th re e  months o f the 
new ”pay as you go” p lan ’ s operation, according to Treasury department records.

7
Due to an improved method of handling employers1 remittances of the tax  

funds, the Treasury has had the use of the $l,798,000,00Cf much e a r lie r , on 
an average, than would have been the case under the withholding arrangement 
previously in effect for Victory tax  collections* accelerated
collections over a fu ll year indica-tes the eqn-ivalent eg a substantial saving 
to the Government in in terest *

The Victory tax  861 withholding law called for collections to be 
remitted to the Government by employers on or before the la s t  day of the month 
following the close of each quarter of the calendar year* When the new 
withholding plan, covering both income and Victory taxes, went into effect 
la s t  Ju ly  1 . tfae Treasury issued regulations directing employers to place 
the withheld|/C¿x)funds in authorised depositaries]w ithin ten days a fte r  the close 
of each calendar month, provided collections during the month exceeded $100*

The dep ositaries in turn transmit the tax funds to Federal Reserve Ranks 
whenever the deposits reach $5000, and transmit them in  any case , regardless of 
amount, not la te r  than the end o f each month*

The new depositary arrangement resu lts  in each dollar of withheld tax  
money being turned over to the Government an average of fo rty -fiv e  days e a rlie r  
j£)ian was the case with Victory tax  collection s during the f i r s t  half of the year.

As of November 1, a to ta l  of 8,519 banks, not counting branches, had 
qu alified  to act as dep ositaries for the withheld tax moneys* This i s  well over 
h a lf  of the commercial banks in  the country. When an employer makes a deposit of 
withheld tax funds he is  given a receip t by the depositary, and the employer 
forwards copies of these receip ts  to h is  C ollector o f In tern al Revenue* Reports 
o f employers to the C ollectors on withholdings are made frnly once every three 
months, as previously, but in  the meantime the actual tax d o llars have been 
hastened along to the Government, through the banks, and are at work winning 
the war*
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TREASURY DEPARTMENT 

Washington

FOR IMMEDIATE RELEASE Press Service
Wednesday, November 3» 19^3 No. 39~33

Current payment of individual income taxes under the withholding 
system yielded the Federal Government $1,79^,000,000 for the f ir s t  
three months of the new ttpay as you go” plants operation, according 
to Treasury Department records*

Due to an improved method of handling employers* remittances 
of the tax funds, the Treasury has had the use of the $ iv79S ,000,000 
much earlier* on an average, than would have beeh the case under the 
withholding arrangement previously in effect for Victory tax col
lections* The accelerated collections over a fu ll year will result 
in a substantial saving to the Government in interest*

The Victory tax Withholding law called for collections to be 
remitted to the Government by employers on or before the last day of 
the month following the close of each quarter of the calendar year*
When the new withholding plan, covering both income and Victory taxes, 
went into effect last July 1, the Treasury issued regulations direct
ing employers to place the withheld tax funds in authorized'depositaries 
Within ten days after the close of each calendar month, provided 
collections during the month exceeded $100.

The depositaries in turn transmit the tax funds to Federal 
Reserve Banks whenever the deposits reach $5000, and transmit them 
in any case, regardless of amount, not la te r  than the end of each 
month*

The new depositary arrangement results in each dollar of withheld 
tax money being turned over to the Government an average of forty- 
five days earlier than was the case with Victory tax collections 
during the f i r s t  half of the year.

As of November a to ta l of 8,519 banks, not counting branches, 
had qualified to act as depositaries for the withheld tax moneys*
This is  well over half of the commercial banks in the country* When 
an employer makes a deposit of withheld tax funds he is  given a re
ceipt by the depositary* and the employer forwards copies of these 
receipts to his Collector of Internal Revenue* Reports of employers 
to the Collectors on withholdings are made only once every three 
months, as previously, but in the meantime the actual tax dollars 
have been hastened along to the Government, through the banks, and 
are at work winning the war*

oOo



securities» including quite a b it of new financing, mostly fo r  

refunding purposes, by m unicipalities and private en terprises. 

You ere e l l  pleasantly fam iliar with t ie  p a rticu la rs . I t  Is 

significant evidence of our n ation 's financial strength th at 

through a l l  the upheavals of a global war now four years old, 

our «took exchangee and other secu ritie s  markets have been open 

every business day. And from the standpoint of the general 

in terest, i t  is well that investment banking and brokerage 

organizations are bains maintained in healthy condition because 

they w ill be needed in the postwar period.
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15 y e a r s , b earin g  i n t a r s t  a t  a r a te  between 2 and t| p e rc e n t, 

and, l i k e  th e  2 i f $ , made i n e l i g i b l e  fo r  commercial banks fo r  

m p eriod  o f  y e a r s . Proponents o f  t i l l s  idea b e lie v e  th a t  o f f e r 

in g s o f c e r t i f i c a t e s  o f ind ebted ness could be made s u c c e s s fu lly  

w ithout quotas end th a t  c e r t i f i c a t e s  might be o ffe re d  to  

m isce llan eo u s co rp o ra tio n s  and to  commercial banks a t  th e same 

tim e* O bviously any new approach adopted would re q u ire  s e n s ib le  

co n s id e ra tio n  in  f ix in g  q u otas.

We want th e  b e s t  ad vice  we can g e t  on th ese  problems and 

s h e l l  welcome su g g estio n s* *

f i n a l l y ,  going back to  th e beginning o f my ta lk  and the 

review  o f f in a n c ia l  ev en ts s in c e  your l a s t  m eetin g , no such 

review  would be com plete w ithout re fe re n c e  to  th e  f a c t  th a t  

th e  T re a s u ry 's  hug£, program of war f in a n c in g , a t  th e rat®  o f a 

2 3 0  m illio n  d o lla r  o f fe r in g  every day, has been c a rr ie d  forw ard, 

n o t on ly  w ithout d istu rb an ce  In  th e  money m arket, but w ithout 

in te r f e r in g  w ith an open and f a i r l y  a c t iv e  m arket in  o th er
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Ther©foret i t  Is argued» the drive ought to  be a consolidated 

one# À eom^roaiiae suggestion, is  th at we have a drive for In

dividuals only fo r three weeks or so and then immediately on 

i t s  conclusion announce supplementary emotes for sales of the 

sen® se cu ritie s  to  nonbanklsg in stitu tion s*

Another critic ism  commonly made of former drives is  th at in 

come cases i t  searned too easy to make quotas w ith.large sales

to  corporation»» with resulting relaxation  of the e ffo rt re 

quired to  do a Job with Individuals* , Also i t  is  mainly in 

connection with such sales that certain  national corporation®! 

for obvious, reasonst have wanted to  a llo ca te  cred it to  a great 

many d ifferen t counties J f i  communities* Such allocation s have 

taken time end attention  which might b etter be devoted to  selling  

bonds to  individuals* Accordingly» i t  ha© been suggested that 

offering» in the next drive might well be re s tric te d  to  savings
i

bonds and Treasury bonds and that the Treasury bonds might eon- . j 

g ist of a long-term t'| percent issue and a medium-term bond» 12 to
: ̂ '■..." ::p; ;•' -S T.: ■ /*
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Th© S ta te  Chairmen o f War f im m m  C o m lt te@s ©re m eeting a t

Washington, n ex t week to  compare n o te s  and d iscu ss  p lana*

X want to  mention 1 »  o f  th e  problems th a t  « re  being con*

sid ered  and d iscu ssed  In  connection  with p lan s fo r  the Fourth 

i a r  Loan In  th e hop® o f o b ta in in g  some good su g g estio n s from 

t h is  group* Workers t e l l  us th a t  a sep a ra te  d riv e  fo r  in d iv id u al 

s u b s c r ip tio n s  would be h ig h ly  d e s ir a b le , because i t  i s  b e liev ed

from ex p erien ce  in  prev iou s d riv e s  th a t  re p o rts  o# hugh sub- / ■

v-

s e r lp t io n s  from in su ran ce  com., ©nice and o th er in s t i t u t io n a l  

buyer® tend to  make th e  ord in ary  c i t iz e n  doubt th a t  hi© f 16*7$ 

i s  r e a l ly  needed* T h is  same in flu e n c e  l a  f e l t  by can v assers  

fo r  i  d iv id u al s u b s c r ip t io n s . They wonder i f  i t  is,'w orthw hile 

to  make a second or th ir d  c a l l  in jtha hope o f  a sm all o rd er.

O'M

( Z h  The o th e r  a id e o f  t h i s  problem i s  th a t  th e  p u b lic i ty  and ax- . 

c item en t o f  th e  campaign, p lu s th e  p ressu re  o f  l o c a l  qu otas,

I , )  ©re n e ce ssa ry  to  o b ta in  good resu lt®  In  th e  sal© o f  bonds to

nonbanking com panies, a s s o c ia t io n s ,  and funds o f v ariou s kinds*



With th e se  le s s o n s  In  mind* th e  War f in a n c e  D iv is io n  la  

engaged i s  p rep a ra tio n  fo r  the Fourth War Loan* I t  I® planned 

f o r  e a r ly  1944» probably is  Jan u ary* Budget e s tim a te s  in d ic a te  

th a t  th e amount o f new borrowing req u ired  during the rem ainder 

o f. t h i s  f i s c a l  y e a r , namely u n t i l ' t h e  end o f Ju n e , w i l l  be 

about #40 b i l l io n *  In. as@0 rd.mnce with p o l ic y ,  i t  w i l l  be sought 

to  o b ta in  as much as p o s s ib le  from sou rces o u tsid e  th e banking 

system* So you may exp ect a d riv e  w ith g r e a te r  emphasis than 

ever on In d iv id u a l s a l e s ,  and no lee® emphasis than b e fo re .o n  

s a le s  t© 1 neurone© companies ,and a l l  kinds o f  in s t i tu t io n © !

in v e s to rs  o th er than commercial banka



o f  th e  m a jo r ity  o f the American people* I  am n ot sa y in g , mind

you, th a t  a m a jo r ity  o f  the American people bought no bonds in

Septem ber. I  am sayin g th a t  a m a jo r ity  o f  the American people

bought no m tr&  bonds in  Septem ber. And t h a t ,  a f t e r  a l l ,  was

th e  purpose o f  the d riv e  ee i t  ap p lied  to  th e  average in d iv id u a l.

I n c id e n ta l ly ,  i t  appears th a t  about 15' p ercen t o f  th e ad u lt

p o p u lation  did not know th e re  was a fa r 'L o a n  campaign going on.

F in a l ly ,  th e r e  i s  the le sso n  as to  where to  p la c e  th e  a s *

p h e s is  in  prom otion -  on th e  n a t io n a l ,  S t a t e ,  o r lo c a l  l e v e l .

And h ere again  the r e s u l t s  o f  the Third  War Loan m erely confirm

what was learn ed  during th e  Second War Loan. The evidence i s

convincing th a t p eo p le1® s tro n g e s t t i e s ,  em otional end oth erw ise,

a re  w ith th e  community o f  which they a re  a p a r t ,  not w ith the

n a tio n  or even la r g e  geographic re g io n s . They l ik e  p erso n al

f ; s o l i c i t a t i o n  m  a g a in s t e x h o rta tIo n s  from a f a r ,  respond to  lo c a l

quotas r a th e r  than n a tio n a l qu otas, p r e fe r  lo c a l l y  in sp ired

rad io  program s, sp eech es, and en terta in m en t by neighbors and 

fr ie n d s  ra th e r  than ’’ canned*’ and o th e r  m a te r ia l emanating from

d is ta n t  p la c e s .



reached many mor® people then before * approximately twice the 

number of people in September a t  coopered -with April -  'the

o f  eolleltm tlon -remained undlminiahed* We have 

by no mmn® reached th e  p o in t o f diminishing returns as f a r  as 

i t  is  concerned. T h is , I  r e p e a t , i t  the s in g le  moat im portant

prom otional le sso n  of th e  dr I t s .  Ar;ot

A nother im portant le sso n  o f th e  d riv e  was th e  im pact o f 

th e  d riv e  I t s e l f .  The Third  War Loan d riv e  so ld  bonds to  many 

»o re  people then  did th e  Second. Among th e nonfcrm p op u lation , 

35 p ercen t o f  th e  g a in fu l ly  employed in crea sed  t h e i r  bond pur

ch ases in  Septem ber, compered to  20 p ercen t in  A p r il ;  and in  

r u r a l  a r e a s , 4 0 -p ercen t o f the farm fa m ilie s  in crea sed  t h e i r  

bond p u rch ases, compared to  IB p ercen t in  A p r i l ,  Boughly 

speakin g , however, app roxim ately  60 p e rc e n t -  th re e  f i f th ®  -  

o f Income r e c e iv e r s ,  farm and nonferm to g e th e r , bought no ex tra  

bonds in  September« T h is  means th a t  -the September d r iv e , t r e -

;VV¡¡Sliill
mendoue as  i t  was, had a b s o lu te ly  no e f f e c t  on th e  bond buying

\ V,. iisi j
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wb can form sc©# Idea as to how w# should proceed in the Fourth 8

War Loan drIt©* Fortunately the data for such m  ©valuation

are a t hand* Let m% t e l l  you b riefly  the resu lts  of the Third

War Loan from the promotional point of view,
. - \ Jjpj!

The most important lesson of the drive, as I have in d ica te d ,■'■

■”*c
Is tbs 1». ortsnoe of persouel s o lic ita tio n , the Importance of 

person-to-person canvassing. Of the individuals in c i t ie s  end ■ 

town© who were m m m M lll  naked to  buy extra bonds in September, f
Sfe' gfefĉ

approximately f t  percent did so* And of the individual® in farm?: 

area® who were personally asked to buy extra bonds, 61 percent 

did so* This is  a s ta rtlin g  trib u te  to the effectiveness of 

personal s o lic ita tio n , for where individual® were not asked to 

buy extra bands, only 2D percent in c i t ie s  and town® got around §|| 

to  doing so and in fan» areas only 12 percent* This confirm® 

what we learned in April* In both drives more than two and 

one half tlim® a t many of those so lic ite d  bought bond® as those pv'; 

who were not so licited * Even though the so lic ita tio n  campaign
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hard work ta b u la tin g  l o c a l  s u b s c r ip tio n s  in  ord er to  keep 

s o l ic i to r ®  informed o f the p ro g ress  from day to  day*

Thera were a number o f th in g s  th a t  occurred , as  a r e s u l t  

o f th e  enthusiasm  o f lo c a l  comm ittees and t h e i r  a n x ie ty  to  

meet quotas th a t  must he p laced  on th e  n e g a t iv e ss id e *  Hoted 

e s p e c ia l ly  was a co n sid era b le  volume o f *bad s e l - l i - g * M T h is
.. .' | ■ § ■ ; ' • - . ‘ . . Jl • fi

iie lu d e d  a l o t  o f  s a le s  th a t  were th e  r e s u l t  o f  sw itch es from  

o th e r  Government is s u e s ; a ls o  a l o t  o f s a le s  fin an ced  by d ir e c t
•' / ; . / : • . " . I

borrowing from banka* These b«m k-er© d lt-finaneed  purchases 

cannot a i l  be p laced  in  th e ca teg o ry  o f bad s e l l in g *  but most 

o f  them can*

Bo much f o r  th e  le s so n s  o f  the Third  War Loan d riv e  fra®, 

th e  p o in t o f  view o f  f in a n c ia l  perform ance* How I  would l ik e  

to  eay a few words o f th e  le s so n s  to  be learn ed  from th e  d riv e 

from th e p o in t o f  prom otional perform ance* I t  i s  only by 

th o u g h tfu l ev a lu a tio n  o f  our prom otional e f f o r t  -  i t s  high 

sp o ts and low sp o ts* i t s  su cce sse s  A d  i t s  weaknesses » th a t



and th is  feature cannot f a i l  to become widely understood end 

appreciated.

How I want to mention some of the lessons taught by the 

Third War loan experience.

First|  I t  demonstrated that large numbers of persons can 

be sold Government se cu ritie s  i f  the contact is  on a. person-to- 

person b asis. Over $2f m illion pieces of I  bonds ¿ere sold, 

a© compered to 33 m illion In the Second War Loan drive. In 

d o llars , nearly 2-j b illion s of 1 bonds were sold, as compered 

to  1J b illion s during the Second drive*

Second, some new sales ideas th at were introduced during 

the drive were successful* Among these were the plant cuota 

end the campaign to s e ll  m  extra #100 in i  bonds.

Then there was the marvelous cooperation of the huge volun

te e r sales army and of the people who had to handle the less  

glorious parts of the operation -  the employees of Issuing 

agents who' had to  gat the bonds inscribed and the employees 

of bank® and other business organisations who contributed much



to  speed th e  proceeds a t  a more rap id  r a te  than goods can be 

produced, and thus in v i t e  a postw ar in f la t io n *  .But i t  should 

be kep t in  mind th a t  t h i s  danger would be eq u ally  g r e a t  in  th e  

oese o f  n e g o tia b le  s e c u r i t i e s ,  which a r e , from th e  p o in t o f 

view o f  th e  h o ld e r , a s  l iq u id  as th o se  which may be redeemed 

a t  th e  Treasury* The only d if fe r e n c e  la  the u n c e r ta in ty  w ith 

r e s p e c t  to  p r ic e  in  th e  case  o f  a 'market issu e *

F in a l ly ,  th e  graduated s c a le  o f  redemption v alu es on S e r ie s  £ 

bonds has th e se  two advantages; f i r s t ,  i t  g r e a t ly  reduces in 

t e r e s t  c o s t  to  th e  Government on money which $roves to  have 

been borrowed f o r  s h o rt periods» onlyp and, seco n d ly , provides 

an in c e n tiv e  fo r  continued holding o f bonds i n •th e form  o f a 

h igh I n t e r e s t  rat©  f o r  th e  rem aining p eriod * A S e r ie s  I  ’bond 

o f #100 m atu rity  v a lu e  cost® #75* In  f iv e  year® i t  can be r e 

deemed a t  #82* Only #7 has been added* But in  th e  second f iv e -  

y ear p eriod  i t  w i l l  fu r th e r  in c re a s e  in  value by #18« A fte r  

hold ing one o f  th e se  bonds & few y ears th e  owner hm  t i t l e  to  

an u nu su ally  p r o f i ta b le  investm ent fo r  th e  rem aining p erio d ,
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i s  I t s  purpose and e f f e c t  to  th a t  o f th e  fe d e r a l  D eposit I s »  

su rasce  C o rp oration .

A lso th e  redeem able bond has the v ir tu e  o f  p erm ittin g  

■greater f l e x i b i l i t y  i s  in t e r e s t  ra t#  p o lic y  i s  the postw ar 

period., by reducing p ressu re  on the Government to  " s t a b i l i z e *  

th e  market fo r  Government s e c u r i t i e s  and th ereb y  g iv in g  th e  

Government g r e a te r  freedom o f a c t io n . I f  n e g o tia b le  bonds 

were so ld  to  sm all in v e s to r s  in  la rg e  amounts, th e  Government 

might be under p ressu re  to  m aintain  the e n t ir e  m arket fo r  

h igh -grad e s e c u r i t ie s  (in c lu d in g  th o se  issu ed  by p r iv a te  

borrow ers) in  order to  a ssu re  sm all in v e s to r s  a g a in s t lo s s .  

But i f  sm all In v e s to rs  have bean s e p a ra te ly  provided fo r  by 

means o f redeem able s e c u r i t i e s ,  the d e c is io n s  with r e s p e c t  to  

th e  ap p ro p ria te  r a te  o f i n t e r e s t  on g e n e ra l m ark et. s e c u r i t ie s  

in  th e  postw ar p eriod  may be mad# ir r e s p e c t iv e  o f th e  s p e c ia l  

problem, o f  sm all in ventors#

Another fe a tu r e  o f sav in gs bond© th a t  hae caused concern 

i s  the p o s s i b i l i t y  th a t  h o ld ers  m ight cash them end endeavor



Of th e s e  amounts, in d iv id u a ls  alon e took T reasu ry  and savings 

bond®«

F i r s t  War Loan #1, > 1 0 ,0 0 0 ,0 0 0 ,

Second War Loan 2 ,9 0 0 ,0 0 0 ,0 0 0 , and

Third t a r  Loan 4 ,8 0 0 ,0 0 0 ,0 0 0 *

These f ig u r e s  show rap id  p ro g ress  in  the p u b lic  d is tr ib u tio n

o f Government bonds.

For a long tim e now th e  f in a n c ia l  community has d iscu ssed  

th e  a d v is a b i l i ty  o f th e  Government1s issu in g  s e c u r i t i e s  redeem

a b le  on demend -  th# S e r ie s  1 bond in  p a r t ic u la r .  A® you know,
isislts

th e  T reasu ry  M b g iven  more encouragement to  th e  s a le  o f  th is

11
is s u e  than to  th a t  o f m y  o th e r  s e c u r i ty .  And I  have no doubt 

i t  w i l l  continu e to  do so in  th# fu tu re , in  i t s  e f f o r t s  to  

d is t r ib u te  bonds w idely among sm all In v e s to r s .

l i  If
Savings bonds amount to  about & r  p ercen t o f th e  i n t e r e s t -

.

b earin g  d eb t, and I t  I s  b e liev ed  th a t  to  have th a t  portion, o f
i|

th e  debt which i s  w idely held  by th© .people w r itte n  in  terms 

th a t  gu arantee owners a g a in s t  lo s s  i s  an in flu e n c e  fo r  f in a n c ia l  

calm ness, co n fid en ce  and peace o f mind -  an in flu e n c e  s im ila r
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in bank holding® accounts for about 31 billion, including an 

increase of about $ billion in th e  holdings of the Federal He- 

&mrve Banks« J *

Since your las t meeting a ll  three of the War Loan drives 

of this war have been successfully conducted, accomplishing 

sales of Government securities to buyers other than commercial 

banks in an aggregate amount o f  more than 40 billion dollars*
Ĵ -bIS«* V*** <~ '- 1 * \ ' ’¿t»* ' ¡1

We wish these sale® had. been a larger share of total borrowings«

- X
This type of borrowing w il l  have to be stepped up* And we can

% ^

take encouragement from the steady progress recorded* Omitting 

the very short-time issues and including only Treasury bonds

• lip
and savings bonds, individuals, mutual savings benkf, savings 

and loan associations, insurance companies, and other nonbanking 

investors bought bonds in the three campaigns as follows*

M i

WM

¡8

f i r s t  War Loan 

Second War Loan 

Third War Loan

14 , 600 ,-000 , 000 , 

6 , 300 , 0 0 0 , 0 0 0 , and 

11*6 0 0 , 0 0 0 , 0 0 0 *



*» 4

.. p

interest of bank liquidity end that with the current and pros-* 

poetive increases in bank deposit» the two percent rat© should

be reasonably profitable«

The ¡rediottone involved In this program laid down a year 

ago have been borne out and I think you will agree that we can 

a ll find satisfaction in the success of these policies* Bo

reason to change them is  in sight*

In the intervening year* from October 15» 1942» to October 15* 

1943* the interest-bearing public deb^ies Increased 74 billion 

dollars, from 93 billion dollars to 16? billion dollars* Of this 

increase in the public debt about 70 billion dollars 1# repre

sented by a net Increase in securities outstanding in the hands 

of the banks and the public. Perhaps the best way to bring home 

to this audience what i t  means to do 70 billion dollars of new 

financing’In twelve months is to point out that I t  is  the equiva

lent of offering & 230 million dollar deal every business day,

including Saturdays. Of this 70 billion increase, the growth
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A year ago, Under Secretary of the Treasury Daniel w* Bell 

made an address at your annual meeting* 'Much water hJL gone 

over the dam since October  ̂1942* Ee outlined In his speech 

wa clear and well considered pattern** for borrowing by the 

Treasury* This borrowing, fee pointed out, while only part o f 

the economic program that includes taxation and rationing, 

would necessarily be in unprecedented magnitudes* His state

ment Included these policies!'

P f  ■r ir 8 t* t0 borrow f T m  ©omercial banks only after ©very

effort h m  been made to finance the d eficit from other sources• 

Then the restriction  of offerings to bank®, not only to the 

smallest amount possible, but to securities with a term of 

ten years or less* That meant a maximum two percent interest 

rete on bank securities and the issuance of longer bonds at 

higher ratea only in forms ineligible for eosaerciai bank 

investment* He explained that limiting bank purchases to 

ten-year bonds and shorter maturities seemed desirable in the



help give direction ami guidance to the greet volunteer army

that takas part# Our best estimate Is that five million man 

and women served m  volunteer workers in the Third War Loan 

drive* Obviously no single segment o f  the population should 

ask credit for more than a sm all part o f the accomplishment, 

which was Just short'of 19 billion dollars* But bankers end 

Investment dealers play a part that is out of a ll proportion 

to their numbers -  an indispensable part that deserves and re* 

selves the deep appreciation of the Secretary o f  the Treasury 

and of a ll concerned with the financing o f  the war*

The importance of your skilled help increases as i t  becomes 

more and more apparent that while day-to-day purchases of war 

bonds through payroll savings and otherwise are v ital to the 

success of our program, i t  i t  the Wer Loan drives that provide 

the bulk o f  the money necessary to be borrowed from nonbanking

investors
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I  bay« attimded many meetinga ot th ia Associetion « 4  In 

*uite a few d ifferen t capacitie® , but i t  la a n,m esper i  enee 

to  be ber© ss a guest end X osa honored to b@ speaklng to  tfcli

audience ss e member of tilt national Treasury1 s bond-selling 

organisation at a Urn® when tb* distribution of bonds is a 

larger, more urgent and more Important task than i t  ever was

in the feation1a history*

This audience is made up of bond men — underwriters and 

distributors| bond specialists from bank» and from stock •*- 

change firms. Such taa been your professional interest as 

well a® your patriotic interest in the Treasury1» m w  loan 

campaign» that I said to Ted (»amble, who ia here today and 

who is  national Director of the War Finance Division, that 

talki.Bg. to you is just like addressing a gathering of War

Finance Cootitte e s .

You are e ll In this job with the Treasury Department, not 

merely as volunteer worker», but as professional leasers who

-  j  f



A, Rising Costs.

In dealing •with the ; problem of wartime in flation , i t  is  ■customary to con
centrate on the enormous excess of consumer spending power over the available 
supply of goods, and services. And th is , to be sure, is  the central issue.

. joli t  i t ,  i s ,  riot the-only is  sue*, * ■ and we'-are likely  to make mistakes both in our 
appraisal, of., in f la'tzLon,. and- in- -eur' choice of. tax measures to combattit/,' unless: 
we recognize that economic forces other than-excess spending* power cause price 
increases, I t - i s  not me rely ■ that •* dangerous do lia r  s are exerting-' a strong up
ward pull,on prices. Costs are pushing hard from below. In choosing tax 
measures to. reduce the pull from above i t  is  important to -avoid' increasing 
the push from below, •

As output in the factory ‘‘ànd on the farm rises , costs are affected by 
conflicting farces — some operating to raise costs and some to Iqwer them.
But as production is  pushed toward the liraits of capacity, as at present, 
conditions working toward higher costs are very likely  to predominate. This 
tendency is  especially noticeable in  agriculture, where record crops are 
achieved by more intensive — and often1 more expensive — cultivation of land 
already in use and by resort to inferior land normally held out of U3e . Costs 
of industrial production are increased by the n ecessity  of using less e ffic ien t 
labor and substitute m aterials, Where necessary to secure essential production 
these costs must be covered. This is  entirely consistent with a re a lis tic  anti

-inflationary program and with a tax policy that i s  part of that program.

Apart from the consequences of having to use leas efficien t labor, land,' 
and materials, costs tend to rise  because prices paid by producers are prone 
to r is e . The intensified demand for lab o r,.io r example, places. workers in 
a,better.position to bargain fo r higher wage rates, and in addition requires 
overtimework commanding higher pay. Competition for scarce raw materials 
and machinery also.tends to raise prices,.thus again increasing costs of pro
duction, These are some of the forces that ape constantly straining to break' 
through wage and price controls — forces that' must be denied in  a l l  but the 
most exceptional cases where i t  is  clearly necessary to accept higher costs 
to 'get indispensable output not otherwise obtainable,.

The role of tax policy with respect ' to ' the leveragefof ..increased costs 
on prices is  negative rather than positivé. I t  should carefully avoid inter- , 
ference with the' cost-price and parity relationships which underlie present 
price ceilings . Taxes which add to-producers1 money costs, of to the prices 
of goods entering'into the farmer’s parity base, may breach rather than bulwark 
the line, we .are trying to hold against in fla tion .
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/  ^rt is  a privilege to raise the curtain at the 21st Annual Agricultural 
¿Óutl odK£ on fere nc e* I  suspect that I  have been placed in the positioi/of \ 
/prologueSjather than epilogue, because there is a psychological, i f  ..hot 
/ a therapeutic, value to be derived from administering the b itterest p i l l  
1 f i r s t ,  Taxen\re a b itter p ill . No layers of sugar coatingj^nb admonitions 

that they are gobd for -what ails the country, can disguiseylinat fact. Be-. 
cause of my close^^sociation with taxes, I  have becomes kind of symbol of / 
something th at's  harcNto take, I f  I  had not known th is before, I  should 
know i t  now, I  wish I  oquld repeat to you some of"the names I  have been 
called. By way of mild example, I  was once adyfsed to "close my bureau
cratic trap ," My friendly c^^tic did not explain what he meant by the term! 
"bureaucrat", I  wish I knew, so that I cphid appraise his indictment. 
Sometimes I wonder whether a bure^ucrat/is not ju st a person who doesn't 
believe the same things everybody eíKse în his set thinks are v ita l to the 
American way of l i f e ,

1 /  \In relating tax policy t^ in fla tio n ,M  shall start with the premise 
that inflation is  bád — a premise that a l l \ f  us, as consumers, are willing! 
to grant, but one that spî e of us, as producers ,̂ are reluctant to accept, -| 
I  propose to show two is&ngs: f i r s t ,  that a forbeful tax policy is  a pre
requisite to effect,y4e wage, price and rationing chsjtrols; and second, that j 
the answer to the^question, "will .we hold the line?'?Nte;pends, insofar as 
taxes are a crjfsícái factor, both upon the amount and u^on the kind of taxes
we have the oarage to levy,

Í Jr> \ X / \ -yBBB M x ‘ \
j r  I,. The anatomy of inflation

Á . we are to understand the role of tax policy in holding the lihsu we 
musifknow something about the anatomy of inflation. What causes price ih-r | 
creases and on which causes can taxes operate? Close inspection will reveal! 
wlfether t  he -jtaaas«m--hay g, m ^^arnlikely to get, w ill merely snap at  the
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■" -/i- ■ ' 4 ’ • ■ ‘ OUR BIGGEST 'JOB ON THE HOME FRONT

I have attended many meetings of th is Association and in quite a few 
different capacities, but i t  is  a new experience to be here as a guest and 

' I  am honbred'to be speaking to this audience as a member of the national • 
.Treasury’s bond-selling organization at a time when the distribution of 
bonds is  a larger, more urgent and more important task than i t  ever was in 
the nation’s history.

This audience is  made up of bond men - -  -underwriters and distributors, 
bond specialists from banks and from stock exchange firms. Such has been 
your professional in terest as well as. your .patriotic interest in the. 
Treasury’ s war loan campaigns that -I said to Ted Gamble,, who is  here today 
and who is'National Director of the War Finance Division, that talking to 
you is  just like addressing a gathering of War Finance Committees.

You are a l l  in th is job ■'with the Treasury Department, not merely as 
volunteer workers, but. as professional .leaders who help give direction'and 
guidqncé to the great volunteer army that takes partf - Our best estimate is  
that1 five million men and women served as volunteer workers, in-the Third 
War Loan drive. .Obviously no single segment of the population should ask 
credit for more than a small part of the accomplishment, which -was just 
short of 19 b illio n  dollars* But bankers and investment dealers play a part 
that is  out of a l l  proportion bo their numbers — .an indispensable part 
that deserves and receives the deep appreciation.of the Secretary of the 
Treasury and of a l l  concerned wilsh the financing of the war.

The importance of your skilled help increases as i t  becomes more and 
more apparent .that while day-to-day purchases pf war.bonds through payroll 
savings and otherwise are v ita l to the success of our program, i t  is  the 
War Loan drives that provide the bulk of the money necessary to bp borrowed 
from nonbanking investors. -V ISSISI

A year ago, Under Secretary of the Treasury Daniel W. Bell made an 
address at your annual'meeting* Much water has gone over the dam since 
October, 194-2« He outlined in his speech ,?a clear and well considered 
pattern” for borrowing' by the Treasury* This borrowing, he pointed out, 
While only part of the economic' program that includes taxation and 
rationing^ 'Would necessarily be in unprecedented magnitudes. His state
ment included these p olicies:.



F irst, to borrow from commercial banks only after every effort has 
been made to finance the d efic it from other sources. Then"the restriction  
of offerings to banks, not only to the smallest amount possible, but to 
securities with n term-of ten years or less* That meant a maximum two pep— 
cent in terest rate-on bank securities and the issuance of longer bonds at 
higher rates only in forms inelig ible for commercial bank investment. He 
explained that limiting bank purchases to ten-year bonds and shorter matu
r it ie s  seemed desirable in the in terest of bank liquidity and that with the 
current and prospective Increases in bank deposits the two percent rate 
should be reasonably profitable# - ■

The predictions involved in th is program laid down a year ago have been 
borne out" and I think you w ill agree that we can a l l  find satisfaction  in 
the success of these p o licies. No reason to change them is  in sight.

In the intervening year? from October 15, 1942, to October 15, 194-3* 
the interest-bearing public debt including guaranteed obligations has in
creased 74. b illio n  dollars, from 93 b illio n  dollars to lo7 b illio n  dollars.
Of this increase in the public debt about 70 b illio n  dollars is  represented, 
by a net increase in securities outstanding in the hands of the banks and 
the public. Perhaps the best way to bring home to this audience what i t  
means to do 70 b illio n  dollars of new financing in twelve months is  to point 
out that i t  is  the, equivalent of offering a 230 million dollar deal every 
business day, including Saturdays, Of th is 70 b illio n  increase, the growth 
in bank holdings accounts for about 31 b illio n , including an increase of
about 5 b illio n  in the holdings of the Federal Reserve Banks,.

i Sij \ ( t 1 , , • ; \ .
Since your la s t meeting a l l  three of the War Loan drives of this war̂  

have been successfully conducted, accomplishing sales of Government securities 
to buyers other than commercial banks in an aggregate amount of more than 
40 b illio n  dollars. We wish these sales had been a larger share of to ta l 
borrowings•' This type of borrowing w ill have to be stepped up* And we can 
take encouragement from the steady progress recorded, .Omitting the very 
short-time issues and including only Treasury bonds and savings bonds, 
individuals, mutual.savings, banks, savings and loan associations, insurance 
companies, and other nonbanking investors bought bonds in the three 
campaigns as follows: ' .

F irs t War Loan

Second War Loan

Third War Loan

14,600,000,000, 

8,300,000,000, and 

11,600,000,000.

Of these amounts, individuals alone took Treasury and savings bonds:

•Second War Loan

F irst War Loan | 1,300,000,000,
2,900,000,000, and

Third War Loan ■ 4 ,BOO,000,000,
These figures show rapid progress in the public distribution of 

Government bonds.



For a long time now the financial community has discussed the 
advisability 'of the Government*s issuing securities redeemable on demand -  
the Series E bond in particular. As you know, the Treasury has given more 
encouragement' to the sale of th is 'issu e than to that :o.f any other security. 
And I have no'doubt i t ;  will; continue to -do .so in the future, in its  efforts 
to distribute bonds widely ainong small' investors.

Savings bonds amount to about 15 percent of the interest-bearing 
debt, and i t  is  believed that to have that portion of the debt which is  
widely held by the people written in -terms that guarantee owners against 
loss is  an influence for financial calmness, confidence and peace of mind -  
an influence similar in its  purpose and effect to that of the Federal 
.Deposit Insurance Corporation.

Also the redeemable bond has the virtue of* permitting greater -* 
f le x ib ility  in. interest rate policy in (the postwar.period, by reducing 
pressure on the Government to “stab ilize11 the market-for Government 
securities and thereby giving the Government greater freedom of action.
I f  negotiable bonds were Sold to small investors in large amounts, the 
Government might be under pressure to maintain the entire market for high- 
grade' securities (including those issued by private borrowers) in order to 
assure small investors against loss. But i f  small investors have been 
separately provided for by means of redeemable securities, the decisions 
with respect to the appropriate rate of interest on general market 
securities in the postwar period may be made irrespective of the special 
problem of small investors.

Another feature of savings bonds-that has caused concern.is the 
possibility  that holders might' cash them and endeavor- to spend the proceeds 
at a more rapid rate than goods can be'produced, and thus invite a postwar 
inflation. But i t  should be kept' in mind that this danger would be equally 
great in' the case of negotiable securities/ which are, from the point of 
view of thé holder, as liquid* as those which may be redeemed at the Treasury. 
The only d ifference.is the uncertainty with respect to price in the case 
of a market issue. " *: . *

; Finally, the graduated scale of redemption values on Series E bonds 
has these, two advantages: F irs t, i t  greatly reduces interest cost to the 
.Government On money which proves to hâve been borrowed for: short-periods 
only; and, secondly, provides an incentive for continued.holding of bonds 
in the form of a high interest”rate- for the remaining period; A.Series E 
bond of $100 maturity value costs $75. In five years i t  can be redeemed 
at $82, Only $7 has been added.- But in the second five-year period i t  
will further increase in value by $18. After holding one o f•.these, bonds a 
few years the owner has t i t le  to an unusually profitable investment for 
the remaining period, and this feature cannot fa il  to become widely under
stood, and appreciated. *

-, Now'I want to mention some of the lessons taught by the Third War 
Loan experience.
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first, it demonstrated that large numbers- of' persons1 -'can? he: sold- 
Government, securities if the contact is on a person-to-person basis.
Over 52j million, pieces of S'bonds were sold,’ as- compared' to 33 million 
in the Second War’ Loan drive. In' dollars, nearly 2^ billions of :B .bonds 
were sold, as compared to lj- billions during" the Second drive. : -

Second., some, hew sales ideas that'were introduced during the drive 
were successful. . Among these were the plant quota and the campaign to- 
sell an extra $100 in war bonds,

rphen there was" the marvelous cooperation of the huge volunteer ... 
sales army and of the people who had to handle the less glorious parts 
of the operation - the employees of issuing agents who had to get the 
bonds "inscribed and the employees of banks and other business organi
zations who contributed much hard work tabulating local subscriptions 
in.order to keep solicitors informed of the progress from day today.•

There were a number of things that occurred as a result, of the 
enthusiasm of local committees and their anxiety to meet quotas that - 
must be placed on. the negative side, IToted especially was a*, considers 
able volume of «bad.selling,h This included a lot•of sales that were 
the result of switches from other Government issues; also a lot of sales 
financed by.direct borrowing from banks. These bank-credit—financed 
purchases cannot all be placed in the category of bad selling, but most 
of them can.

So. much for the lessons of the Third War Loan drive-from the point 
of view of financial performance. How I would like to say a few words 

. ,of the lessons 'to be learned from' the drive from the point of promotional 
‘.performance, .It is only by thoughtful evaluation of our promotional 
effort t* .its high' spots' and low spots, its successes and its weaknesses - 
that we can form some idea as to how we should proceed in the fourth 
War Loan drive, fortunately the data for such an -evaluation are at hand. 
Let me tell you briefly the results of the Third War-Loan from the 
promotional point of View.

The most important lesson of the drive, as I have indicated, is the 
importance of personal solicitation, the importance of person-to-person 
canvassing. Of the .individuals in cities and towns who were.personally 
asked..to buy extra; bonds in September, approximately 52 percent did so. 
And of the individuals in farm areas who were personally asked to buy 
extra bonds, 6l percent did so, This is a startling tribute to the 
effectiveness of personal solicitation, for where-individuals were ,not 
asked to. buy,extra bonds* only 20 percent in cities and towns got 
around to doing so and in farm areas only 12 percent, • This confirms 
what we learned in April* In both drives more than two-and one half 
time.s. as many of those splicited bought bonds as those who were not 
solicited, ijven though the solicitation campaign reached many more 
people than before - approximately twice the number of people-in 
September as compared with April - the effectiveness of solicitation 
remained undiminished* We have by no means reached the point of di
minishing returns as far as it is concerned. This, I repeat, is the 
single most important promotional lesson of the drive.



Another important lesson of the drive was the impact of the drive 
its e lf*  The Third War Loan drive sold bonds to many more people than did 
the Second* Among the nonfarm population, 35 percent of the gainfully 
employed increased their bond purchases in September, compared to 20 
percent in Aprils and in rural areas, 4.0 percent of the farm families 
increased their bond purchases, compared to IS percent in A p ril.' Roughly 
speaking, however, approximatexy 60 percent -** three^fifths 4 of income 
receivers, farm and nonfarm together, bought no extra bonds in September. 
This means that the September drive, tremendous as i t  was, had'absolutely 
no e ffect bn the bond buying of the majority of the American people.
X am not saying, mind you,- that a majority of the American people bought 
no bonos in September* I  am saying that a majority of the American 
people bought no extra bonds in September, And that, after a l l ,  was the' 
purpose of the drive as i t  applied to the average individual* -Incidentally, 
i t  appeals that about 15 percent of the adult population did not know there 
was a War Loan campaign going on.

Finally, there is the lesson as to where to place the ©Jmphasis in 
promotion — on the national, State, or local level* And here again the 
results of the Third War Loan merely confirm what was learned during the 
Second War. Loan, The evidence is  convincing that people’s strongest tie s , 
emotional and otherwise, are with the community of which they are a part, 
not with the nation or even large geographic regions. They like personal 
so lic ita tion  as against exhortations from.afar, respond to local quotas 
rather than national quotas, ^prefer locally  inspired radio programs, 
speeches, and entertainment 1dj neighbors and friends rather than “canned1* 
and other material emanating from distant places.

With these lessons in mind, the War Finance Division is  engaged in 
preparation for the Fourth War Loan, I t  is  planned for early 1944-, 
probably in January, Budget estimates indicate that the amount of new 
borrowing re.ouired during the remainder of this f is c a l year, namely until 
the end of June, w ill be about 440 b illio n . In accordance with policy, i t  
w ill be sought to obtain as much as possible from sources outside the 
banking system. So you may expect.a drive with greater emphasis than'ever 
on individual sales, and no less emphasis than before on sales to insurance 
companies and a l l  kinds of institu tional investors other than commercial 
banks.

The State Chairmen of War Finance Committees are meeting at Washington 
next week to compare notes and discuss plans,

I want to mention, some of the problems that are being considered and 
discussed in connection with plans, for the Fourth War Loan in the hope of 
obtaining some good suggestions- from, th is group. Workers-tell us that -. 
a separate drive for individual subscriptions would be highly desirable,- 
because i t  is  believed from experience in previous drives that reports of 
huge subscriptions from insurance companies and other institutional buyers 
tend to make the ordinary citizen doubt that his $13*75 is really  needed* 
This same influence is  f e l t  by canvassers for individual subscriptions.
They wonder i f  i t  is  worthwhile to make a second or third ca ll in the hope 
of a small order*
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, The other side of th is problem is  that the publicity and excitement 
of the campaign, plus the pressure of local quotas, are necessary to 
obtain good results in the sale of bonds to nonbanking'companies, 
associations, and funds of various kinds. Therefore, i t  is  argued, the 
drive ought to be a consolidated one. A compromise suggestion is  that 
we have a drive for individuals only for three weeks or so and then 
immediately on its  conclusion announce supplementary quotas for sales of 
the same securities to nonbanking institutions.

. Another criticism  commonly made Of former drives is  that in some 
cases i t  seemed too easy to make quotas with large sales to corporations, 
with resulting relaxation of the effort required to do a job with 
individuals. _Also it. is  mainly in connection with such sales that certain 
national corporations, -for.obvious reasons, have wanted to allocate 
credit to a great many different counties -and communities. Such allocations 
have taken time and attention which might better be devoted to selling 
bonds to individuals, Accordingly, i t  has been suggested that offerings 
in the next drive might .well be restricted  to savings bonds and Treasury 
bonds and that the Treasury bonds might consist of a long-term percent 
issue and a medium-term bond, 12 to 15 years, bearing in terest at a rate 
between 2 and 2§f- percent, and, like the 2-J-* s, made inelig ible for 
commercial banks for a period of years, proponents of th is idea believe 
that offerings of certifica tes  of indebtedness could be made successfully 
without quotas and that certifica tes  might b§ offered to miscellaneous 
corporations and to commercial banks at the same time. Obviously any new 
approach adopted would require sensible consideration in fixing quotas.

¥<? Tyrant the best advice we can get on these problems and shall 
welcome suggestions.

Finally, going back to the beginning of-my talk and the review of 
financial events since your la st meeting, no such review would be com
plete without reference to the fact that the Treasury’ s huge program of 
war financing, at the rate of a 230 million dollar offering every day, 
has been carried forward, not only without disturbance in the money 
market, but without interfering with an open and fa ir ly  active market in 
other securities, including quite a b it of new financing, mostly for * ■ 
refunding purposes, by municipalities and private enterprises. You are 
a l l  pleasantly familiar with the particulars. I t  is  significant 
evidence of our nation's financial strength that through a l l  the up
heavals of a global war now four years old, our stock exchanges and other 
securities markets have been open every business day. And from the 
standpoint of the general in terest, i t  is  well that investment banking 
and brokerage organizations are being maintained in healthy condition 
because they w ill be needed in the postwar period.
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for such bills, whether on original issue or on subsequent purchase, and the amount 

actually received either upon sale or redemption at maturity during the taxable 

year for which the return is made, as «rdinary gain or loss.

Treasury Department Circular No. 41B, as amended, and this notice, pre- 

scribe the terms of the Treasury bills and govern the conditions of their issue. 

Copies of the circular may be obtained from any Federal Reserve Bank or Branch.

0
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Reserve Banks and Branches, follovfing which public announcement w ill be made by the 

Secretary of the Treasury of the amount and orice' range of accepted, bids. Those 

submitting tenders w ill be advised of the acceptance or rejection thereof. The 

Secretary of the Treasury expressly reserves the right to accept or re je c t any or 

a l l  tenders, in whole or in part, and his action in any such respect shall be final. 

Subject to these reservations, tenders for $100,000 or less from any one bidder at 

99.905 entered on a fixed-price basis w ill be accepted in fu ll. Payment of accepted 

tenders at the prices offered must be made or completed at the Federal Reserve Bank 

in ca-sh or other immediately available funds on November 12, 1943_____ .

The income derived from Treasury b i l ls ,  whether in terest or gain from 

the sale or other disposition of the b i l ls ,  shall not have any exemption, as such, 

and loss from the sale or other disoosition of Treasury b ills  shall not have any 

special treatment, as such, under Federal tax Acts now or hereafter enacted. Ihe 

b i l ls  shall be subject to 'estate, inheritance, g if t , or other excise taxes, whether 

Federal or State, but shall be exempt from a ll  taxation now or hereafter imposed 

on the principal or in terest thereof by any State, or any of the possessions of 

the United States, or by any local taxing authority. For purposes of taxation the 

amount of discount at Y/hich Treasury b i lls  are originally sold by the United States 

shall be considered to be in terest. Under Sections 42 and 117 (a) (l)  of the 

Internal Revenue Code, as amended by Section 115 of the Revenue Act of 1941? the 

amount of discount at which b i l ls  issued hereunder are sold shall not be considered 

to accrue until such b i lls  shall be sold, redeemed or otherwise disposed of, and 

such b i l ls  are excluded from consideration as capital assets. Accordingly, the 

oYrner of Treasury b i l ls  (other than l i f e  insurance companies) issued hereunder 

need include in his income tax return only the difference between the price paid
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TREASURY DEPARTMENT 
Washington

FOR RELEASE, MORNING NEWSPAPERS, ■
Friday, November 5» 1943
¡IF'"

The Secretary of the Treasury, by this public notice, invites tenders 

for $ 1 ,000 .000 ,000  , or thereabouts, of 90 - day Treasury b i l ls ,  to be issued
* b t

on a discount basis under competitive and fixed-price bidding as hereinafter pro

vided. The b ills  of this series w ill be dated November 12, 1943 » and will

mature February 10. 1944 , when the face amount w ill be payable without
g jc

in terest. They w ill be issued in bearer form only, and in denominations of $1,000, 

$5,000, $10,000, $100,000, $500,000, and $1,000,000 (maturity value).

Tenders w ill be received at Federal Reserve Banks and Branches up to the 

closing hour, two o’ clock p. rru, Eastern War time, Monday. November 8."1943
"~33§r’

Tenders w ill not be received at the Treasury Department, Washington. Each tender 

must be for an even multiple of $1,000, and the price offered must be expressed 

on the basis of 100, with not more than three decimals, e. g ., 99.925. Fractions 

may not be used. I t  is  urged that tenders be made on the printed forms and for

warded in the special envelopes which w ill be supplied by Federal Reserve Banks • 

or Branches on application therefor.

Tenders w ill be received without deposit from incorporated banks and 

trust companies and from resnonsible and recognized dealers in investment securi

t ie s . Tenders from others must be accomoanied by payment of 2 percent ef the face 

amount of Treasury b i l ls  applied for, unless the tenders are accompanied by an 

express guaranty,of payment by an incorporated bank or trust company.

Immediately after the closing hour, tenders w ill be opened at the Federal



TREASURY DEPARTMENT POR RELEASE, MORNING NEWSPAPERS
wa.skhi rtgiKW- Eri day, November 5. 1943.

11-4-43 ----------------- --

The S e c re ta ry  o f  the. T reasu ry , by t h is  p u b lic  n o t ic e , 

in v ite s  ten d ers fo r  $ 1 ,0 0 0 ,0 0 0 ,0 0 0 ,. or th e re a b o u ts , o f 90-day 

T reasury b i l l s ,  to  be issu ed  on a d iscou n t b a s is  under compet

i t i v e  and f ix e d -p r ic e  bidding as h e r e in a f te r  provided. The 

b i l l s  o f t h is  s e r ie s  w il l  be dated November 12, 1943, and w il l

mature Pebruary 10, 1944, when the face amount w ill be payable 

without in te re s t. They w ill be issued in bearer form only, and

in denominations of $1 ,000, $5 ,000, $10,000, $100,000, $500,000  

and $1 ,000,000 (maturity value).

Tenders w ill be received a t Eederal Reserve Bahks and 
Branches up to the closing hour, two o ’ clock p. m., Eastern War 

^nday, November 8, 1943; Tenders w ill not be received  
Treasury Department, Washington.- Each tender must be

^1 ,0 0 ° ’ and the. price offered must be 
^.pressed on the basis of 100, with not more-than'three deci- 

mais., e. gv  99.v925v Fractions may not be used. I t  is urged 
th at tenders be made on the printed forms and forwarded in the 

envelopes which w ill be supplied , by Federal Reserve 
banks or Branches on application .th erefo r..

hanlrqT0eI!fle+v„Wi 11 be r ?ceived without deposit from incorporated an.ks and tru st companies and from responsible and recognized 
dealers in investment se c u ritie s . Tenders.from others must be 

payment of 2 percent o f: the .face amount of 
bv an e ^ » R S appll®d f £r > unless the tenders .are accompanied 
tru st compfn SUaranty bf payment by an incorporated bank or

a+ +haH1S®dl®t ®1y a fte r  the closing hour, tenders w ill be opened 
at the Federal Reserve Banks-and Branches, following which pub
l i c  announcement w ill be made by the Secretary of the Treasury 

aJ 0U”1: and price range of accepted bids. Those sub- 
te £der| Wlli  be advised of the acceptance or rejectio n  

S®?+°£* I he Secretary of the Treasury expressly reserves the 
h flau?ept ?? r e ? ect any or a l l  tenders, in whole or in 

Pa rt ,  and his action m any such respect shall be f in a l. Sub
je ct to these reservations, tenders for $100,000 or less from
39-35 ( Over)
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any one b id d er a t  99*905 en tered  on a f ix e d -p r ic e  b a s is  w il l  be 
accep ted : i r r . flullv  :-Payment. o f accep ted  i ten d ers a t^ th e  p r ic e s  
o ffe re d  must be made or completed a t  th e  F ed era l R eserve Ban 
in cash  or o th er im m ediately a v a ila b le -fu n d s  r on November 12, 1J45*

The incom e•d e riv e d :from T re a su ry •b i l l s , .  whether; in t e r e s t  or 
gain  from th e  s a le  or o th er d is p o s it io n  o f th e  b i l l s ,  s h a l l  ro t  
have any exemption,- as such, and .loss t from th e  s a le  or o th er d is 
p o s it io n  o f T reasu ry  b i l l s  s h a l l  not have any s p e c ia l  treatm ent;, 
as such, under F ed era l ta x  A cts now or h e re a fte r , enacted* The 
b i l l s  s h a l l  be s u b je c t  to  e s ta te ,  in h e r ita n c e , g i f t ,  or o th er 
e x c is e  ta x e s , whether F ed era l or S ta t e ,  but s h a l l  be exempt.from 
a l l  ta x a tio n  now or h e r e a f te r  imposed on th e  p r in c ip a l  or in t e r 
e s t  th e r e o f  by any S ta t e ,  or any o f  th e  p o ssess io n s  of th e  
U nited States", or by any l o c a l ’ ta x in g  a u th o r ity . For purposes 
o f ta x a tio n  th e  amount o f  d iscou n t a t  which T reasury b i l l s  are  
o r ig in a l ly  so ld  by th e  U nited S ta te s  s h a l l  be considered  to  be 
i n t e r e s t .  Under S e c tio n s  42 and 117 (a ) (1 ) o f th e  In te r n a l - 
Revenue Code, as amended, by S e c tio n  115 o f th e  Revenue Act. of 
1941, th e  amount o f d iscou n t a t  which b i l l s . i s s u e d  .hereunder are 
s o ld .s h a l l  not be considered  to  accru e  u n t i l  such b i l l s  s h a l l  be 
s o ld ,' redeemed or otherw ise disposed o f ,  and, such bi3.1s a re  sx- 
eluded from co n sid e ra tio n  a s •c a p ita l  a s s e ts  * A ccord in gly , the 
owner o f Treasury  b i l l s  , (o th e r  than l i f e  in su ran ce companies) 
issu ed  hereunder ,need in clu d e in  h is  income ta x  re tu rn  only the 
d if fe r e n c e  between th e  p r ic e  paid  f o r  such b i l l s ,  whether on 
o r ig in a l  is su e  or op- subsequent purchase, and th e  .amount a c tu a lly  
re ce iv e d  e i th e r  upon s a le  or redemption a t  m atu rity  during th e  
tax ab le- year fo r  which th e  re tu rn  i s  made, as ord in ary  gain  or 
l o s s , • kft

T reasury  Department C ir c u la r  No. 418, as amended, and th is  
n o t ic e , p re s c r ib e  th e  term s o f th e  T re a s u ry ^ b ills  and govern the 
co n d itio n s  o f t h e i r  is s u e . : Copies o f th e  c ir c u la r  may be ob
ta in ed  from any F ed era l R eserve Bank or B ra n c h .t

-oOo-



November 3* 1943
STATUTORY D E M  LIMITATION 
AS ON OCTOBER 31. 19*13 3  é?

Section 21 of the Second Liberty Bond Act, as amended, provided that the 
face amount of obligations issued under authority of that Act, shall not exceed 
in the aggregate $210,000,000,000 outstanding at any one time.

fhe following table shows the face amount of obligations outstanding and the 
face amount which can still be issued under this limitations

Total face amount that may be 
outstanding at any one time

Outstanding as of October 31» 1943* 
Interest-bearing:

Bonds - 
Treasury
Savings (Maturity 
value)*

Depositary 
Adjusted Service

$67,888,658,750

32,218,138,500
391.55M50
719.951.607

Treasury notes 
Certificates of 
Indebtedness 

Treasury Bills 
(Maturity value)

27,396,8»i6,05Q

27,875.2H i , ooo

1 5 .0 6 » > 3 0 .0 0 0

$ i o i , a g , 303.107

68 .556 .517 .050
$169,55^.820.157

$210, 000, 000,000

Matured obligations, on 
which interest has ceased 

Bearing no interest (U.S.
Savings stamps )

face amount of obligations
issuable under above authority

282,931,625 

197.9^2,206 170-0^.69^.988

$ 59.96fr.306.0l2, 

Treasury

Total face amount of outstanding public debt obligations 
issued under authority of the Second Liberty Bond Act.

Deduct, unearned discount on Savings bonds (difference 
between current redemption value and maturity value)

Add other public debt obligations outstanding but not 
subject to the statutory limitation:
Interest-bearing (Pre-War, etc.) $195.942,720
Matured obligations on which

interest has ceased ofiq 201 58Bearing no interest Jfe9t208it42g.

Total gross debt outstanding as of October 31, 19^3 
♦Approximate maturity value. Principal amount ^current 

redemption value) according to preliminary public debt
statement $26,055.969»377

$170,035.693.988

6 .162.169 .121
163. 873.524,8b5

1 .173 .104 ,791

$165.046,629,658



November 6, 1943
STATUTORY D£3T LIMITATION 
AS OP OCTOBER 31, 1943

Section 21 of the Second Liberty Scmd Act, as amended, p r o v id ed  that the 
face amount of obligations issued under authority of that Act, * shall not e x œ é d  
in the aggregate $210,000,000,000 outstanding at any one time.H

The fallowing table shows the face amount of obiigations aut&t&iiding.'and the 
face amount which can s t i l l  be

Total face amount that may b#'
outstanding at any one time $210,000,000,000

Outstanding as of October 31, 1943ï 
Int e r e s t-b ear ing :

Bonds -  
Treasury
Savings (Maturity 

value) *
Depositary 
Adjusted Service

Treasury notes 
Certificates of.

Indebtedness 
Treasury B ills  

(Maturity value)

Matured obligations, on
which interest has ceased 282,931*625

Bearing no interest (U. S.
Savings stamps) 197,942,206 170*035> 693,988/

$67,888,658,750

32,218,138,500 
391,1554,250
719.951,607 $101,318,303*107 

27,396,846,050 

27,875,241*000

13,064.430,000 68,336,517.050
""$169,554,820,157

Pace amount of obligations
issuable under above authority 39,964,306.Olg

Reconcilement with. Daily Statement of the i : t a f t  fig. Jjyeasury
October 31* 194o

Total face amount of outstanding public debt obligations
issued under authority of the Second Liberty Bond Act. $170 j035 ,693,988

Deduct, unearned discount on Savings bonds (difference 
between current redemption value and maturity value)

Add other public debt obligations outstanding but not 
subject to the statutory limitation;

Interest-bearing (Pre-War, e tc .) $195,943,720
Matured obligations on which

interest has ceased 7,953,575
Bearing no interest 969,208,498

Total gross debt outstanding as of October 31, 1943
*Approximate maturity value. Principal amount (current 

redemption value) according to preliminaiy public debt 
statement $26,055,969,377

6,162«169,123 
163*873,524,865

1 .1 7 3 .1 0 4 .7 9 3  

|165.046,629.658

39—36



equity on the other, so &s to keep the tux system re la tiv e ly

in balance. Vague talk  about simplifying our tax laws is

an inexpensive commodity and gets us nowhere. We oust

f i r s t  decide what we want and then make what we want as

simple as possible. Otherwise we shall be enslaved in

S a t-J ..
our own contrivances. As William James s ^ s ,  "Whatever 

works in the world of experience is  good." Pragmatism

i s n 't  a bad tax  philosophy.



~ 35 -

the fundamental principle upon which our tax structure is  

based. We have had enough experience with the special 

provisions which X have discussed to make i t  apparent 

that we need not l e t  th is concept rule as a despot* As 

you well know, every law and usage is  man1$ general expedient 

to meet p a rticu la r cases. The sum of many expedients has 

given us both greater equity end g reater complexity. 

Ju stifica tio n  for complexity must be found in the inequities  

which we thereby seek to cure. Complexity carried  beyond 

proper bounds may become an inequity in I t s e l f .  On the 

other hand, sim plicity  may destroy more than i t  f u l f i l l s .

To borrow from the world of physics, our problem is  

to f ix  the position of the fulcrum, the concept of the 

taxable year, a t the proper distance from these two 

divergent fo rces , complexity on the one hand, and greater

equity on the
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not a tax problem. The tax atatu ta cannot do artry th in g .

I t  oaanot even by a reduction of tax rate» — which in some 

instances is  the eoneealed purpose underlying the desire for  

deductible reserves — put corporations in a strong cash 

position a f te r  the war. '

So much for the narrow subject of "The Annual Concept 

of Tax Accounting.” One want» broader concepts for s 

conclusion. I must take the train  now for Washington, and 

I should lik e to leave with you more than a slim technical 

message«

I have attempted to  point out for you th is evening 

some of the p iers upon which our long bridge of tax law 

was builte I t  is  obvious that in almost a l l  problems 

related  to taxation  consideration must be given to the 

operation of the taxable year as a unit of time} i t  is

the fundamental
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payments would f i r s t  b* o ffse t against the claimed amount 

of refunds. Any excess of deferred payments would be 

co llected  with in te re s t . On the other hand, i t  is  pro

posed that payment of any balance of refunds due would 

be accelerated .

fhe Commissioner would be obliged to make a tentative  

determination of the amount of refund due. This would be 

credited or refunded within the shortest possible time, 

possibly in from six ty  to ninety days. Thereafter, the 

fin al determination of clrims fo r refund would proceed in 

ordinary course} on ultimate readjustment the taxpayer 

would repay any erroneous refunds, or the government would 

pay any balance of refunds remaining unpaid.

Beyond th is , the problem of liq u id ity  is  to a large  

degree one of war con tract termination technique. That is

not & tax
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2. the exteat of the postponement of these payment» 

would be lim ited to the amount of the refund» of taxes 

that would resu lt from the anticipated ca rry b a ck s .

3 . k statement of the estimated amount of these 

losses or unused e re d iti  and of the resu ltin g  refunds 

would be required so that the reasonableness of the tax

payer's claim could be checked.

4 .  Where subsequent circumstances indicate that the 

ultim ate co llectio n  of tax  may be in jeopardy, the co lle c 

tion of deferred payments should be accelerated , or other 

measures should be taken to  p ro tect the revenue•

5 . When the taxable year from which a carry-back  

is  anticipated is  completed, the usual return would be 

filed  and a precise computation of the refunds to  be 

claimed could then be made. The amount of the deferred

payments would
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However, the Treasury is  anxious to insure the 

liq u id ity  of business a f te r  the war so th at there may 

be a rapid conversion of our economy to a peace basis*

We want high peacetime production and a high level of

employment. To that end we suggested reeently th at------

1* I f ,  fo r any taxable year beginning p rior to 

the expiration of some reasonable postwar period, a 

corporate taxpayer an ticip ates the rea lisa tio n  of a net 

operating loss or the exittense of an unused excess 

p ro fits  cre d it which could ultim ately be used as a carry  

back against the taxable income of the two p rior years, 

i t  may apply for complete or p a rtia l deferment of the 

quarterly tax payments due in th at year with respect to 

the preceding y ear1a taxdble Income and also of any 

payments of d eficien cies in tax which are dim.

2« The extent of



for conversion to peacetime operations, and to provide 

working cap ita l needed to carry  on peacetime employment 

and production, they re f le c t  a generally liquid condition.

Before th is audience I h esita te  to go through the 

motions of replying to the second argument —that 

reserves w ill solve the liq u id ity  problem. Tou know that 

a l l  the reserves in the world w ill not suJce a corporation  

liq u id . Liquidity depends not on the l ia b i l i ty  side of 

the balance sheet where reserves are entered but on the 

i | l ( t  The crux o f the problem is t  In what are the

assets invested? I f  they are invested in brick and mortar, 

there w ill not be liq u id ity  no matter how many reserves 

appear on the l ia b i l i ty  side. I f  they are Invested in 

cash, the corporation is  liquid with or without reserves 

on the l ia b i l i ty  side*

However, the
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1942 according to an oatimatc
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¿cumulation of liquid
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the to ta l

$24
increase would be $6? b illio n  for the three years 1941, 

1942 and 1943* A study just released by the Federal
Ih J lL

Reserve Board indicates th at business deposits, m ^ r
^  ? 4  S o  ^¿/

corporate^ to ta lle d  tOO^OI urtiitim^on July 31, 1943. g f

While a ll  of these deposits would not be fully  available

for conversion
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I <y " s t a t i s t i c i  of Dipo a it  Qanerihip." Fedirai Reaerve 

B u lletin , October 1943.
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have beta earned and retained, such additions do not, of 

course, guarantee th at the corporation w ill be in 

a liquid p osition . The earnings may have been reinvested  

in fixed plan ts, inventories, or receivables. Such 

assets cannot be used fo r meeting the expenses of 

tran sitio n  to peacetime operation* Liquid assets are

necessary for th is purpose.

I t  appears, however, that the liquid asset position  

of corporations as a whole has improved in recent years 

and that liquid assets have risen  even fa s te r  than retained  

earnings. Jü ^ co rp o rations

currency, bank deposit^ and United States Government 

se cu ritie s  by $ »  b illio n  during the two years 1941 and

increased their/holdings of

1942 according
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that d if f ic u lty . The available facta  suggest that 

corporations in general w ill be in very good financial 

position a f te r  the war* An important measure of 

financial condition is  the a b ility  to increase surplus 

from p r o f its . Estimates indicate th at a f te r  paying 

increased taxes and substantial dividends the profit** 

making corporations of America w ill retain  an aggregate 

net income fo r the years 1941» 1942» and 1948 of $15.5  

billion» or 2 i  times the amounts retained during the 

prewar years 1936-1939. To th is  amount we may add 

$6.9  b illio n  fo r the year 1944. This i s  a phenomenal 

record.

While additions to surplus indicate that p ro fits

have been earned
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the bush in the form of a promise from his Government 

to return the money at a la te r  date when i t  can be 

known how much should be returned#

S t i l l  another argument is  made for reserves. They 

are urged an an expedient making for liq u id ity  a f te r  the 

war# Some pessim ists say th at business w ill not be in 

a cash position a fte r  the war to make the expenditures 

- necessary to keep employment at a high level and to 

convert the econoay from a war to a peace basis# They 

urge that the allowance of reserves now w ill put cash 

into the corporate t i l l s  later#

This argument re s ts  on two assumptions: f i r s t ,  that 

corporations w ill be in a strained cash position a fte r  

the war, and second, that the use of reserves w ill cure

that difficulty#
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retu rn , but i t  circumvents a great deal of reopening 

that would occur under the reserve plan where business 

firms honestly anticipated during the war that they were 

going to have postwar expenses attrib u tab le  to war income, 

but la te r  did not experience them,

B asically  then, the Treasury and the advocates of 

the reserve technique d iffer prim arily on the simple 

question igt  whether i t  is  b etter to allow the deduction of 

postwar expenses on an estimated basis as m  go along 

through the war, or to defer the deduction of the expenses 

u n til anticip ation  becomes r e a l i ty . The e ffe c t of the 

reserve technique is  to keep estimated expense money in the 

pocket of the taxpayer* He has a bird in the hand. He 

may prefer a bird in the hand to perhaps two birds in

the bush
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The Treasury has the further objection that once an 

advance estimate has been made there w ill be a natural 

inclin ation  to try  to make postwar experience ju stify  

prophecy, and to stre tch  the c la ss if ic a tio n  of postwar 

outlays to make them f i t  the category of expenses attributable  

to the war, !e  are apprehensive that no stone would be 

l e f t  unturned to prove th at the early  estimate was not an 

overestim ate.

In e ffe c t  the Treasury has taken the position  

of w ait and see, of waiting u n til the postwar year 

when the now unknown expense is  a ctu a lly  incurred. Then 

i f  the expense is  re a lly  due to the war, returns can 

be reopened and the expense can be put into the war 

period. Of course, th is  means reopening the e a r lie r

retu rn , hut i t



They do not know now how many workers w ill have to  be 

discharged when the war ends, nor how much dismissal 

compensation i t  w ill be wise to pay. Anyreserve now 

put upon the books w ill, therefore, inevitably shoot 

wide of the mark. I t  would be a miracle i f  some 

adjustment were not required.

How can that adjustment in reserves be made? Two 

methods are availab le. One method would be to co rre c t  

the 1943 return a fte r  the event. This method Is open to 

the objection th at i t  would Impede the fin al determination 

of tax  l i a b i l i t i e s .  The other method Is to  t r e a t  unused 

reserves as income in 1945. This method is  open to the 

objection from the Government viewpoint that i t  transfers  

income from a year of high ra te s  to a year of low r a te s .

The Treasury



The solution commonly suggested in business c irc le s  

is the postwar reserve. Under this plan the corporation, 

making out i ts  1943 return in 1944, w ill estimate the 

amount of dismissal compensation to be paid in 1945.

That estimated amount w ill be deducted as a reserve. The 

return fo r 1943 w ill show figures something like th is :

Income from sales $1 ,000 ,000

Ordinary expenses 800,000

Reserve for postwar 
dism issal compensation 100,000

Met p ro fit for 1943 100,000

I t  is inconceivable that d irectors may guess in 

1944 the amount of dism issal compensation and other 

postwar expense which w ill have to be paid under the

conditions obtainable in 1946, or perhaps la te r .
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be deducted. The question i s :  in what year should the 

expense be deducted? Upon the answer to th is question 

depends the amount of re lie f  that should be obtained.

If we assume th at th is expense should be applied as 

a deduction against 1943 Income, the question becomes one 

of technique. How may 1945 expense be applied against 

1943 income? I t  has not yet been incurred; i t s  amount is  

not known. I t  is  even conceivable that the o ffice rs  of 

the corporation have been chasing rainbows. They may 

ultim ately prefer to  have the deduction in 1945.
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This expense w ill not actually  occur u n til the war is  

over, le t  us say, in 1945. I f  the tax laws are l e f t  as 

they now a re , leaving carrybacks out of the equation 

for the moment, th is dismissal compensation w ill be- 

deductible expense in 1945. I t  w ill reduce income subject 

to tax in 1945 under the ra te s  applicable fo r that year. 

The business man’ s concern is  th at since tax rates in 

1945 may well be much lower than those in force in 1943, 

the r e l ie f  he w ill obtain from the deduction of th is  

dismissal compensation in 1945 w ill be le ss  than would 

resu lt from a 1943 deduction. I t  may well be in the 

business man's in te re s t to have the dismissal compensation 

expense moved back and made deductible in 1943 when rates  

were higher. The issue is  not whether the expense should

be deducted.
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th is  suggestion has been so widely discussed# i t  may be 

helpful to reduce i t  to very simple tern s. Suppose 

a corporation with large war contracts was receiving  

a gross income of $1 ,000 ,000  in 1943. I ts  ordinary 

expenses for 1943 amount to $800,000. This leaves an 

apparent p ro fit of $200,000. I use the word "apparent" 

because the p ro fit may in part be illu so jy . Taking 

dism issal compensation merely as an example of postwar 

expenditures, suppose the management of a corporation  

believes th at a t the end of the war the corporation w ill 

have to discharge a considerable number of workers. I t  may 

be obliged, or i t  may d esire , to pay these workers dismissal 

wages, — such as a lump sum of $100 to each employe who 

has been employed for a certain  length of time, or perhaps 

1 percent of the wages paid to each employe during the war.



In 1942 v icto ry  was a d istan t hope, bat now the 

question of victory h&s changed from i f  to when. The 

post war world is  moving toward us. I t  i s ,  therefore, 

natural that business should focus i t s  attention more 

sharply upon the postwar period, fhat w ill be done about 

the expenses of reconversion of plants? Whet will be done 

about dism issal compensation? What w ill be done about 

inventory declines? What w ill be done about postponed 

maintenance expense? Suppose these expenses should f a l l  

into a year of low p ro fits  or a year of lo s se s . These 

questions have led some people to believe that we need 

to go further than ever before in the d irection  of 

ob literatin g  the d istin ctio n  between taxable years.

One remedy for dealing with th is pos twar tax 

problem in the allowance of a reserve deduction. Since

th is  suggestion
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with the whole or any part of the excess p ro fits  cred it 

which has not been u tilise d  in the current year.

These two provisions — the loss carryback and the 

unused excess p ro fits  cred it provisions — in net e ffe c t  

accomplish a five-year averaging of income.

The statu te  looks both backwards and forwards, 

a process which gives lib e ra l recognition to most business 

cycles of normal length. Furthermore, the carryback 

provisions w ill f a c i l i ta te  the adjustment to the peacetime 

level of corporations with losses or d ra stica lly  diminished 

p ro fits . Taxes of such corporations fo r the two prior  

years may be reduced by the net operating loss carryback 

as well as the carryback of the unused current excess

p ro fits  c re d it .
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loss to be carried  beck and o ffse t against the income of
****.
J.4*

two previous years# SBBy must be carried  back f i r s t  to 

the second preceding y ear, and then tc the immediately 

preceding year, fihey^must be used f i r s t  as an o ffse t  

against taxable excess p ro fits , and second against normal 

p ro f its , the entire income of the e a r lie s t  of the three 

years involved in the equation taust be exhausted before 

the unused loss balance may be carried  forward against the 

Income of the middle year*

In addition, Congress in the 1942 Act applied the 

principle of the carryback to the unused excess p ro fits  

c re d it . Under th is  provision corporations in periods of 

declining p ro fits  are granted the opportunity of o ffsettin g  

the excess p ro fits  net income of the two preceding years

with the whole
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to a crash* Shortages became acute. M aterials could not be 

purchased. Railroads said that they could not maintain

a period of low incomes and high expenses in contrast to 

the existin g  period of high income and low expenses.

In 1942 business men dumped th e ir  woes in the laps 

of the Senate Finance Committee. That Committee soon 

realized that the problems put forward were more easily  

stated than solved. Taking maintenance as an example* no 

one could find any magic formula under which reserves for 

deferred maintenance could he calcu lated . After long debate 

i t  was decided to adopt a loss carryback provision.

Taxpayers have never fu lly  appreciated the generosity  

of the carryback provisions. They permit a net operating

th e ir

loss to be
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to taxpayer» who reader personal services over a period of 

years and receive payment in one years th is  provision, 

as amended in the 1942 Act, is  a boon to authors, attorneys, 

and a r t i s t s .  The statu te  also has special provisions fo r  

reporting income from long-term con tracts and installm ent 

sa le s . This by no means exhausts the l i s t  of departures 

from conventional accounting methods.

I may now pass to more recent events — events with 

which I have been closely  associated . In 1942 i t  became 

apparent that the work of more than two decades had not 

su fficien tly  refined our statutory  concept of the taxable  

year as a unit for the measurement of income, we were in 

the midst of war. Incomes were in violen t flu ctu ation .

At the moment they were high, but many people looked forward

to a crash
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losses of one year to be applied in computing the net

income of another year# The 1921 Act followed with a two-

year carry-over of lo sses , and a sim ilar provision remained

in the revenue system fo r many years* The 1932 Act reduced
«

the period of carry-over from two years to one year, and the 

National Industrial Hecovery Act of 1933 eliminated the 

entire carryforw ard  provision* I t  was restored to the 

statute  in 1939.

Since those halcyon days we have taken many steps in  

the d irection  of complexity in order to associate expenses 

with the income with which they are connected* ie  have 

also attempted in various ways to deal with the problem 

of bunched income. We have given special treatment for  

cap ital gains and lo sse s . In 1939 we gave special treatment

to taxpayers
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beyond what I t  would have been i f  base stock had been

replaceable during the year. The 1942 Act therefore  

H | t”
included a somewhat lengthy and involved amendment to 

cure th is  deficiency* The amendment in substance allows 

taxpayers using the la s t - in  f i r s t -o u t  method to replace 

liquidated stock in future years a t the orig in al inventory 

values, and to reopen the years of liquidation for the 

purpose of decreasing the net income by the difference  

between the inventory value and the replacement cost*

riTiwr(Tgi|iWy<f.>/|̂  h1lJ).irrrn̂r jrî ^

Another early recognition of the necessity  of erasing  

dividing lin es between statutory  taxable years is  found in 

the carry-forward provision. The 1918 Act, passed in 

a chaotic period of high tax ra te s , f i r s t  allowed the net

losses of one
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method was recognised sp e cifica lly  in the law, end even then 

i t s  use was lim ited to taxpayers in certain  trad es. The 

1939 Act made th is  method available to a ll  taxpayers on 

appropriate types of inventories.

This flexib ility^  which our tax structure derives from 

the permission extended to the taxpayer to use any one 

of the various inventory methods/ begets more refinements.

In normal times the la s t - in  f i r s t -o u t  method works very 

well, but in 1942 many taxpayers found that in wartime th is  

method had very serious d efects . The stoppage of imports 

and the d rastic  p r io r it ie s  on domestic goods, a l l  necessitated  

by a war-time economy, forced many taxpayers, who use th is  

inventory method, to dip into th eir base stock* This would 

almost never happen in normal tim es. The liquidation of 

th is base stock resulted in a bloated net income greatly

beyond what i t
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Some of you may perhaps remember the introduction  

into the statu te  of the inventory method, the object of 

which is  to d istrib u te p ro fits  and losses accurately over 

the years# Early regulations issued on March 1 , 1910, made 

provision for the use of inventory in connection with 

manufacturing and mercantile businesses# But a fte r  the 

1913 Act was passed, there was considerable doubt as to  

whether inventories could be permitted on any basis other 

than cost* On December 19, 1917, the Treasury Department 

fo r the f i r s t  time authorized the taking of inventory at 

cost or ncost or market, whichever is  low er.tt Finally,in 

the 1918 Act, e x p lic it  authority was given to the Commissioner 

to permit the use of the inventory method. I t  was not until 

the Revenue Act of 1938 that the la s t - in  f ir s t-o u t  inventory

method was
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a taxpayer who spends most of a year performing a contract 

at great expense, but who does not receive payment u n til 

the following year* Under the cash method he would be 

taxed in fu ll  upon the price received in the la te r  year 

and his expenses of the e a rlie r  year might be useless to 

him as a deduction. This is  b asically  the type of 

d isto rtio n  of Income which would be the common event i f  

we did not have the accrual method. The purpose of that 

method, so fa r  as taxes are concerned, is  to eliminate the 

d isto rtio n  of income resulting from a chance accumulation of 

receip ts in a p articu lar year. I t  permits the application  

of expenses, co sts , and charges against the gross income

attrib u tab le to them.
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greater complexity became apparent# Complexity had to

unsophisticated taxpayers who were as yet unaware of i t s  

d esirability#  A certain  amount of exposure to inequity was 

necessary to the acceptance of more equitable complication. 

Too often we despise what is  most useful to us#

I t  is  hard to re a lise  that for a time business lived , 

breathed, and even prospered, without the accrual method in 

our tax system. le t  for a period the cesh method was 

revered as a sacred cow# It  took three years to discover 

that i t  was v irtu a lly  impossible for a business of any 

complexity to operate under the s t r i c t  receip ts and 

disbursements method of accounting; the accrual method was, 

therefore, born of necessity# Ordinary necessity  in 1918 

has become imperious necessity  today. Take the case of

await public demand; i t  could not have been imposed upon

a taxpayer ®ho
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or from both combined, provided i t  be understood to include

You may take jour choice of these two d efin itio n s, but /ou 

have no choice but to include the time element* As you 

know, an income statement inherently involves a period of 

time* I t  ie unlike a balance sheet, which represents 

fin an cial position a t  a single point of time. A balance 

sheet is  s ta tic *  An income statement is  dynamic. I t  portrays 

motion — the flow of income#

The 1913 Act adopted the calendar year as the period 

by which to measure the flow of income. Ho one then suggested 

a d ifferen t period, such as the f i s c a l  year. Ho one suggested

p ro fit gained through sale or conversion of ca p ita l a s s e ts ."

greater complexity
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was not passed u n til October, I t  was a simple Act despite 

the fa c t th at the seven pages of the 1909 Act had expanded 

into eighteen pages. In i t  the taxable year concept was 

applied with p u ritan ical ardor* The tax was coisputed for 

each calendar year upon the basis of events occurring within 

the year and without reference to the experience of other 

years* Mo variation  was permitted under any circum stances.

I t  was natural th at in the 1913 Act Congress should 

adopt the concept of the taxable year as a unit of time* 

Income has been defined from the economic standpoint as the 

”value of the net accretion  to economic power between two 

points of time”* From the legal standpoint i t  has been 

defined as being "the gain derived from c a p ita l , from labor,

or from
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were only a t  the morning star* A few years previously the 

Supreme Court had declared a two-percent income tax  

unconstitutional. Before the Supreme Court an eminent 

member of the Bar called  the principles upon which the Act 

was defended "communistic, s o c ia l is tic  and populistic"*

He argued th at i t  was confiscatory* I t  seems incredible 

in these days th at anyone could c a ll  a two-percent ra te  

con fiscatory . I t  is  not so hard to imagine th at today’ s 

90- percent ra te  could be confiscatory i f  we were not extremely 

careful in our definition  of taxable income*

Apparently even in the calm pre-World War I atmosphere 

income tax statu tes were not b u ilt in a day* Although the 

16th Amendment took e ffe c t  early  in the year 1913, the 

acceptance of i t s  benefits was not immediate} the 1913 Act

was not
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behind the word "sim plification" without bothering too much 

about the word i t s e l f .  Perhaps we need to abolish the word 

and talk  concretely about the things that i t  means, fee 

may even need to qualify our endorsement of sim plification . 

There are times when i t  may not be a consummation devoutly

Most of you w ill not remember the humble origin of our^maiwBJi
I

income tax law. The ra te s  were low and the sections jim m* 

<g0§ few. In retro sp ect i t  looks as simple as A B C. I often 

wonder whether the 16th Amendment would have been ra t if ie d  in 

the period ending with the fa te fu l date of February 23, 1913  ̂

i f  the public had known what the future held in s to re . Then 

we thought we were a t  the meridian, but now we know that we

to be wished.

Suppose for a moment that we turn the clock back.

were only
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know that the public is  surfeited  with com plexities. But 

being in favor of sim plification is like being against sin . 

Like many other terms in the law* "sim plification" has l i t t l e  

meaning. I t  has l i t t l e  meaning because i t  has too much 

meaning. As Judge frank has said : "Words are invaluable 

implements. But they are merely perfected p ointers, 

substitutes for the index fin ger. If  you point a finger or 

a word a t nothing, your pointing w ill not convert the nothing 

into something; talking of an eight-legged monkey with scales  

and fins w ill not bring such a quaint creature into existence; 

and If  an object which you name is existen t but vague, i t s  

vagueness w ill not vanish under the sp ell of the name no 

matter how p re cise ". We need then to pin down the idea

behind the



accounting has a great deal to do with sim plification* / That 

is  because i t  is  a fa c to r which leads to complexity. Now 

there Is nothing more simple than the cash receip ts and 

disbursements method. But when we progress to the refinements 

with which I sh all attempt to deal th is evening, we are 

moving away from sim plicity  in the d irection  of complexity. 

These days i t  is  important to keep moving, but i t  is  even more 

Important to  keep moving in the rig h t d irectio n . 1 do not say 

th at In moving away from sim plicity we are moving in the 

wrong d irectio n . The Treasury and business are sometimes 

agreed that a certa in  degree of complexity is  legitim ate, 

that i t  is  even desirable when the outcome is  a compensating

equity.

Everyone is  talking about tax sim plification  these days. 

Some of the discussion has more heat than lig h t. We a l l

know that



The Annual Concept of Tax Accounting

My subject this evening is "The Annual Concept of 

Tax Accounting". If  I had an audience that knew less about 

that subject, I should apologize for i ts  lack of glamor. 

However, since you are wise in the ways of tax  accounting, 

my apology w ill be directed to the inadequacy of what I can 

say to you. I am neither an economist nor an accountant. 

Perhaps th at is why I have the tem erity to venture where 

b etter men than I might fear to tread .

I should like to s te a l up on my subject by f i r s t  saying 

a few words about tax sim p lification . You may ask what tax 

sim plification  has to do with the annual concept of tax  

accounting. My answer is  that the annual concept of tax

accounting has
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THE ANNUAL'CONCEPT OF TAX ACCOUNTING

My subject this evening is  "The Annual Concept of Tax Accounting". I f  
I  had an audience that knew less about that subject, I  should apologize for 
i t s  lack of glamor. However, since you are wise in the ways of tax account
ing, my apology w ill be directed to the inadequacy of what I  can say to you.
I  am neither an economist nor an accountant. Perhaps that is  why I  have the 
temerity to venture where better men than I might fear to tread.

Tax Simplification

.1 should like to steal up on my subject by f i r s t  saying a few words about 
tax sim plification. You may ask what tax simplification has to do ivith the 
annual concept of tax accounting. My answer is  that the annual concept of tax 
accounting has a-great deal to do with simplification* That is  because i t  is  
a factor which leads to complexity. Now there is  nothing more simple than the 
cash receipts and disbursements.method. >But when we progress to the refinements 
with which I  shall attempt to deal th is evening, we are moving away from 
sim plicity in the direction of complexity. These days i t  is  important to keep 
moving, but i t  is  even more important to keep moving in the right - direction.
I  do not say that in moving away from sim plicity we are moving in the wrong 
direction. The Treasury and business are sometimes agreed that a certain 
degree of complexity is legitimate, that i t  is  even desirable when the out
come is  a compensating equity.

Everyone is  talking about tax simplification these days. Sdme of the 
discussion has more heat than lig h t. We a l l  knoyt that the public is  surfeited 
with complexities. But being in favor of sim plification is  like being against 
sin. Like.many other terms in the law, "sim plification" has l i t t l e  meaning.
I t  has l i t t l e  meaning because i t  has too much meaning, as Judge Frank has ' • 
said; "Words are invaluable implements. But.they are merely perfected pointers, 
substitutes for the index finger. I f  you point a finger or a word at nothing, 
your pointing w ill not convert the nothing into something; talking of an eight«- 
legged monkey with scales and fins w ill not-bring such a quaint creature into' 
existence; and i f  an object which you name i s  existent but vague, i t s  vagueness
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w ill not vanish under the - spell of the name no matter how precise". We need 
then to pin down the idea behind the word !*simplification'* without bothering 
too much about the word i t s e l f *  Perhaps we need to abolish the word and talk J
concretely about,the• -things that i t  means. We may even need to qualify our I
endorsement"' of simplification* There are times when i t  may not be a con-r- 
summation devoutly to be'wished. f

Origin of F irs t Income Tax Law

Suppose for a moment that we turn the clock back. Most of you w ill not 
remember the humble origin of our f i r s t  income tax law* The rates were low 
and the sections few. In retrospect i t  looks as simple as A B C. I  often 
wonder whether the 16th .amendment would have been ra tified  in the period ending 
with the fa tefu l date-of February 23, 1913* i f  the public had known what the 
future held in store. Then we thought we were, at the meridian, but now we know 
that we were only at the morning star. A few years previously the Supreme 
Court had declared. a'-two-*percent income tax unconstitutional. Before the 

.. Supreme - Court, an eminent member of the Bar called the principles upon which the f 
Act was defended communis t i c ,  S o c ia lis tic  and populistic** • He argued that i t  
was confiscatory* ■•. I t  seems incredible in these days that anyone could ca ll 
a two~p'ercent rate confiscatory. I t  is  not so hard to imagine that today’s 

■90-percent rate ( could be confiscatory i f  we were not extremely careful in our 
definition o’f  taxable income. j .

Apparently even in the calm pre-eWorld War I  atmosphere income tax statutes 
were not b u ilt in a day. Although the 16 th Amendment took ..effect early in the 

, year 1913, the acceptance of i ts  benefits was not immediate;. the 1913 Àçt was 
' not passed u ntil October, f t  was a simple Act despite thé. fact that the seven 

pages of the 1909 Act had'expanded into eighteen pages. In i.t the taxable year 
concept was applied with puritanical ardor,' The tax was computed for each 
calendar year upon the basis of events occurring within the" year and without 
reference to the experience'of ..other-years* No variation was permitted under 
any circumstances* ,. *

Concept of the Taxable Year

I t  was natural that in- the 1913 Act Congress should adopt the concept of 
the taxable year as a unit of time. Income has, been defined from the economic 
standpoint as the "value of the net accretion to economic power between two ( 
points of time**, From, the legal, standpoint it,p as  been defined as being "the 
gain derived from capital, from labor, or from both combined, provided i t  b e . 
understood to include profit gained through sale or conversion of capital • • 
a sse ts ,1*. You may take, yoùr choice of these two definitions, but you have no 
choice,-but to include the time' element. AS’ you kpow, an income statement 
inherently, involves a period of time. I t  is  unlike a balance sheet, which 
represents financial position at à single point of time. A balance sheet is  
s ta tic . An income statement is  dynamic. I t  portrays motion — the flow of 
income If | J | ' ■ g  ■ ' . f ’ ; âr.. f -1” . ‘

The 1913 Act adopted the calendar year as the period by which to measure 
the flow of income. No one then suggested a different period, such as the 
f isc a l year* No one suggested the many refinements that were to follow as the

\



need of greater complexity became apparent. Complexity had to await public 
demand; i t  could not have been imposed upon unsophisticated taxpayers who were 
as yet unaware of i ts  d esirability . A certain amount of exposure to inequity 
was necessary to the acceptance of more equitable complication. Too often we 
despise what i s  most useful to us» .T

V, . .
The Accrual Method

I t  is  hard to realize that for a time business lived, breathed, and even 
prospered, without the accrual method in our tax system. J e t  for a period the 
Cash method was revered as a sacred cow* I t  took three years to discover that 
i t  was v irtually  impossible for a business of any complexity to operate under 
the s tr ic t  receipts and disbursements method.of accounting; the accrual method 
was, therefore, bom of necessity. Ordinary necessity in 1916 has become 
imperious necessity today. Take the case of a taxpayer who spends most of 
a year performing a contract at great expense, but who does not receive payment 
u ntil the following year. Under the cash method he would be taxed in fu ll  
upon the price received in the la ter year and his expenses of the earlier year 
might be useless to him as a deduction. This is  basically the type of dj 
tortion of income which would he the common event i f  we did not have the 
accrual metnod. The purpose of that method, so far as taxes are concerned, is  
to eliminate the distortion of income resulting from a chance accumulation of 
receipts in a particular year. I t  permits the application -of expenses, costs, 
and charges against the gross income attributable to them.

The Inventory Method

Some of you may perhaps remonber the introduction .into the statute of the 
inventory method, the object of which is  to distribute: profits and losses 
accurately over the years. Early regulations issued on March 1, 1910, made 
provision for the use of inventory in connection with manufacturing and mercantile 
businesses.^ But after the 1913 Act was passed, there was considerable doubt as 
to whether inventories could be permitted on any basis other than cost. On 
December 19, 1917, the Treasury Department for the f i r s t  time authorized the 
taking of inventory at cost or “cost or market, whichever is  lower." Finally, 
in the 1918 Act, exp licit authority was given to the Commissioner to permit 
the use of the inventory method* I t  was pot u n til the. Revenue Act of 193& that 
the la st-in  first-o u t inventory method was recognized sp ecifica lly  in the law, 
and even then i t s  use was limited to taxpayers in certain trades. The 1939 
Act made th is method available to a l l  taxpayers on appropriate types of 
inventories.

This f le x ib ility , which our tax structure derives from the permission 
extended to the taxpayer to use any one of the various inventory methods, 
begets more refinements, in normal times the la s t-in  first-r-out method works 
very well, but in 194-2 many taxpayers found that in wartime this method had 
very serious defects. The stoppage of imports and the drastic p riorities on 
domestic goods, a l l  necessitated by a war-time economy, forced many taxpayers, 
who use th is inventory method, to dip into their base stock. This would 
almost never happen in normal times. The liquidation of this base stock resulted 
xn a bloated net income greatly beyond what i t  would have been i f  base stock 
had been replaceable during the year. The 1942 Act therefore included a somewhat
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lengthy and involved amendment to cure th?s deficiency. The amendment in 
substance allows taxpayers using the la s t—in first.—out method to replace 
liquidated stock in future years at the original inventory values, and to J
reopen the years of liquidation for the purpose of decreasing the net income 
by the difference between the inventory value and the replacement cost.

The Carry-Forward Provision

Another early recognition of the necessity of erasing dividing lines 
between statutory taxable years is  found in the carry-forward provision. The 
1918 Act, passed in a chaotic period of high tax rates, f i r s t  allowed the net 
losses of one year to be applied in computing the net income of another year.
The 1921 Act followed with a two—year carry-over of losses, and a similar 
provision remained in the revenue system for many years. The 1932 Act reduced 
the period of carry-over from two years to one year, and the National Industrial 
Recovery Act of 1933 eliminated the entire carry-forward provision. I t  was 
restored to the statute in 1939 •

IM M i  H ST 3 m  m
Since those halcyon days we have taken many steps in the direction of 

complexity in order to associate expenses with the income with which they are 
connected. We have also attempted in various ways to deal with the problem 
of bunched income. We have given special treatment for capital gain.s and 
losses. In 1939 we gave special treatment to ta:xpayers who. render personal 
services over a period of years and receive payment in one year) th is provision, 
as amended in the 194-2 Act, is  a boon to authors, attorneys, and a r tis ts . The 
statute also has special provisions for reporting income from long-term contracts 
and installment sales. This by no means exhausts the l i s t  of departures from 
conventional accounting methods.

The Carryback Provisions

I  may now pass to more recent events — events with which I  have been |
closely associated. In 194-2 i t  became apparent that the work of more than 
two decades had not su fficien tly  refined our statutory concept of the taxable 
year as a unit for the measurement of income. We were in the midst of war. 
Incomes were in violent fluctuation. At the moment they were high, but many 
people looked forward to a crash» Shortages became acute» Materials could 
not be purchased. Railroads said that they could not maintain their equipment 
unless c r it ic a l  materials could be alloted to them. Other concerns looked 
forward to a period of low incomes and high expenses in contrast to the exist* 
ing period of high income and low expenses.

In 19A3 business men dumped their woes in the laps of the Senate Finance 
Committee. 'That Committee soon realized that the problems put Toward were 
more easily  stated than solved. Taking maintenance as an example, no one 
could find any magic formula under which reserves for deferred maintenance 
could be calculated. After long debate i t  was decided to adopt a loss carry
back provision.

Taxpayers have never fu lly  appreciated the generosity of the carryback 
provisions. They permit a net operating loss to be carried back and offset 
against the income of two previous years. I t  must be carried back f i r s t  to
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t-he second, preceding year, and "then to the immediately preceding year* The 
loss must be used first* as> an offset* against* "taxable excess profits* »and second 
against normal p ro fits . The entire income of the earliest of the three years 
involved in the equation must be exhausted before the unused »loss balance may 
be. carried forward against the income of the middle»year.

In addition, Congress in the 1942 Act applied the principle of the carry
back to the unused excess profits credit. Under th is provision corporations 
in, periods of declining profits are granted the opportunity of offsetting the 
excess prof i ts  net income of the t$io preceding years with the whole or any 
part of the excess profits credit which has not been utilized  in the current 
year. "" ' ' ■ * */

These two provisions — the loss carryback and the unused excess profits 
credit provisions — in net e ffect accomplish a five-year averaging o f income.

The statute looks both backwards and forwards, a process which gives 
lib era l recognition to most business cycles of normal length. Funthermore '̂ the 
carryback provisions w ill fa c ilita te  the adjustment to* -the peacetime level of 
corporations with losses or drastically  diminished p ro fits . Taxes of such 
corporations for the two prior years may be reduced by the net operating loss 
carryback as well as the carryba.dk of the unused current excess profits credit.

Problems of the Postwar Period

In  1942 victory was a distant hope, but now the question of victory has 
changed from i f  to when. The postwar World is  moving toward us. I t  is ,  
therefore, natural that business should focus i t s  attention more - sharply upon 
the postwar period. What w ill be done about the expenses of reconversion of 
plants? What w ill be cione about dismissal compensation? What w ill be done 
about inventory declines? What w ill be done about postponed maintenance 
expense? Suppose these expenses should f a l l  into a year of low profits or 
a year of losses. These questions have led some people to believe that we need 
to go further than ever before in the direction of obliterating the distinction 

- between taxable years.

One remedy for dealing..with this postwar tax problem is  the allowance of 
a reserve deduction, ipince this suggestion has been so widely discussed, i t  
may be helpful to reduce i t  to very simple terms, Suppose a corporation with 
large war contracts was receiving a gross income of $1, 000,000 in 1943* Its^ 
ordinary expenses for 1943 amount to $800,000. This leaves an apparent profit 
of $200, 000. I  use the word "apparent’1 because the profit may in part be 
illusory. Taking dismissal compensation merely as an example of postwar 
expenditure?, suppose the management of a corporation believes that at the end 
of the war the corporation w ill have to discharge a considerable number of 
workers. I t  may be obliged, or" i t  may desire, to pay these workers dismissal 
wages, — such as a lump sum of $100 to each employe who has been employed for 
a certaip length of time, or perhaps 1 percent of the wages paid to each 
employe during the war.
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This expense m il  not actually occur until the war is  over, le t  us say, 
in. 194.5• I f  the tax laws-are le f t  as'they now are, leaving carrybacks °u 
of- the eauation for the moment, this dismissal compensation w ill be deductible 
expense to 1945. I t  w ill reduce income subject to tax in 1945 under the rates 
applicable t o t  that year. The business man's concern is  that since tax rates in 
1915 may well be much lower than those in force in 1943, the r e lie f  he w ill 
obtain from the deduction of this dismissal compensation in W45 w ill be less 
-than would result from.a 1943 deduction. I t  may well be in the business man 
in terest to have the. 'dismissal compensation expense moved bactc and made 
deductible in  1943 when'rates were, higher. The issue :is not whether tne exp 
should be deducted. The question i s :  in  what year should the expense be 
deducted? Upon the answer to th is question depends the amount of re lie f that
should be obtained, ... v •

I f  we assume that this expense should be applied .as a deduction against 
I9/3 income, the question becomes one of technique. How may_1945 expense be 
applied against 1943 income? , I t  has not yet been incurred; i t s  amount is  
not knovm. ' I t  is  even conceivable that the officers of the corporation 
been chasing rainbows. They may ultimately prefer to have the deduction m
1945,

Postwar Reserves

The solution commonly suggested in business c ircles is  the postwar reserve. 
Under th is plan the corporation, making out i t s  1943 return in C t  estimated 
estimate the amount of dismissal-compensation, to be paid in 1945. 
amount w ill be deducted as a ,reserve. The return for 1943 w ill show figure
something like th is «

Income from sales | l ,000,000
Ordinary expenses 800,000
Reserve for.postwar

dismissal compensation 100,000
Net profit for 1943 100,000

I t  is  inconceivable that directors may guess in 1944 the amount of dis- 
missal compensation and other postwar expense which w ill have to be paid under 
the conditions obtainable .in 1945, or perhaps la te r . They do not know now how 
many workers w ill have to be discharged when the war ends, nor how much dis
missal compensation i t  w ill b.e wise to pay. Any reserve now put upon the books 
w ill, therefore, inevitably shoot, wide of the mark. I t  would be a. miracle 11 
some adjustment were not required.

How can that adjustment in reserves be made? Two methods are available. 
One method would be to correct the 1943 return after the event. This .me o 
is  open to the objection that i t  would impede the fin a l determination of^tax 
l ia b i l i t ie s .  The other method is. to treat unused reserves as income in 1945. 
Ibis method is  open to the objection from the Government viewpoint that i t  
transfers income from a year of high rates to a year of low rates, Ihe 
Treasury has the futher objection that once an advance estimate has been nkd 
there w ill be a natural inclination to try  to make postwar experience ju s t i f y  
prophecy, and to stretch the classification  of postwar outlays to make them
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f i t  the category, of expenses attributable to the. war, -We are apprehensive that 
no stone would be le f t  unturned to prove that the early estimate whs not an 
overestimate, . * * , •_ ' ■

In e ffect the Treasury has taken the position of wait and see,..of waiting 
u n til the postwar year when the now unknown expense is  actually incurred.- Then 
i f  the expense is  ̂ rea lly  due to the war, returns can be reopened and the expense 
can be put in to ,the war period. Of course, th is means reopening the earlier 
return, but i t  circumvents a great deal of reopening that would occur under the 
reserve plan, where business films honestly anticipated during the war that they 
were going to have postwar expenses attributable to war income, but la ter  did 
not experience them,

*"  ̂ Basically then, the Treasury and the advocates of the reserve technique 
d iffer primarily on the simple' question; whether i t  is  better to allow the 
deduction of postwar expenses on an estimated basis as we go along .through the 
war,  ̂or to defer the deduction of the expenses u ntil anticipation becomes 
rea lity . The* e ffect of the reserve technique is  to keep,estimated expense 
money ip the pocket of the taxpayer. He has a bird in the hand. He may prefer 
a bird in the hand to perhaps two birds in  the bush in the form of a promise 
from his Government to return the money at a la ter date when i t  can be known 
how much should be returned.

The Problem of Liquidity

S tx ll  another argument is  made for reserves. They are urged as an 
expedient making for liqu id ity  after the war. Some pessimists, say that business 
w ill not be in a cash position after the war to make the expenditures necessary 
to keep employment at a high level and to convert the economy from a war to 
a peace basis* They urge that the allowance.of reserves now w ill put cash into 
the corporate t i l l s  la te r ,

,Thxs argument rests on two assumptions? f i r s t ,  that corporations w ill be 
in a strained cash position after the war, and second, that the use of reserves 
w ill cure that d ifficu lty . The available facts suggest that corporations in  
general w ill be in very good financial position a fte r ’ the war. An important 
measure of financial condition is  the a b ility  to increase surplus from p rofits. 
Estimates indicate that a fter paying increased taxes and substantial dividends 
the profit-making corporations of America w ill retain an aggregate net income 
for the years ,1941, 1942, and 1943 of $15*5 b illio n , or. 2% times the amounts 
retained during the prewar years 1936—1939, To th is amount we may add $6,9 
b illio n  for the year 1944* This is  a phenomenal record,

li/hile additions to surplus indicate that profits have been earned, and 
retained, such, additions do not, of course, guarantee-that the., corporation

ke in a liquid position. The earnings may have been reinvested in fixed 
plants, inventories, or receivables,. Such assets cannot be used for meeting 
the;expenses of transition to peacetime operation. Liquid assets are necessary 
for-'this purpose, ¡g

I t  appears, however, that the liquid asset position of corporations as 
a whole-has improved in recent years, and that liquid assets have risen even 
faster than retained earnings. Non—financial corporations increased their



holdings of currency* bank deposits, and United States Government securities by 
$12 b illion  during the two years 1941 and 1942 according to an estimate prepared 
by the Securities and Exchange Commission. I f  the accumulation of liquid r
assets in the f i r s t  half of 1943 should continue through the year, the to ta l 
increase would be $25 b illio n  for the three years 1941, 1942 and 1943* A study 
ju st released by the Federal Reserve Board indicates that business deposits, 
both corporate and non-corporate, to talled  $30 b illio n  on July 31, 1943*
While a l l  of these deposits would not be fu lly  available for conversion to 
peacetime operations, and to provide working capital needed to carry on peace
time employment and production, they re fle c t a generally liquid condition.

Before th is audience I  hesitate to go through the motions of replying to 
the second argument —- that reserves w ill solve the liquidity problem. You 
know that a l l  the reserves in,the world w ill not make a corporation liquid, 
liquidity depends not on the l ia b il ity  side of the balance sheet where reserves 
are entered but on the asset Side. The crux of the problem i s :  In what are 
the assets invested? I f  they are invested in brick and mortar, there w ill not 
be liqu id ity  no matter how many reserves appear on the l ia b i l i ty  side. I f  they S 
are invested in cash, the corporation is  liquid with or without reserves on,the 
l ia b il i ty  side.

However, the Treasury is  anxious to insure the liquidity of business after 
the war so that there may be a rapid conversion of our economy to a peace basis.
We want high peacetime production and a hi^i level of employment. To that end 
we suggested recently that—

1. I f ,  for any taxable year beginning prior to the expiration of some 
reasonable postwar period, a corporate taxpayer anticipates the realization 
of a net operating loss or the existence of an unused excess profits credit 
which could ultimately be used as a carryback against the taxable income of the 
two prior years, i t  may apply for complete or p artia l deferment of the quarterly £ 
tax payments due in that year with respect to the preceding year’s taxable 
income and also of any payments of deficiencies in tax which are due.

2. The extent of the postponement of these payments would be limited to 
the amount of the refunds of taxes that would resu lt from the anticipated carry
backs.

3. A statement of the estimated amount of these losses or unused credits 
and of the resulting refunds would be required so that the reasonableness of 
the taxpayer’s claim could be checked.

4* Where, subsequent circumstances indicate that the ultimate collection 
of tax may be in jeopardy, the collection of deferred payments should be 
accelerated, or other measures should be taken .to protect the revenue.

5* When the taxable year from which a carryback is  anticipated is  
completed, the usual return would be filed  and a precise computation of the 
refunds to be claimed could then be made. The amount of the deferred

1 / ’’S ta tis tic s  of Deposit Ownership,“ Federal Reserve Bulletin , October 1943»
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payments would f i r s t  be o ffset against the claimed amount of refunds. Any 
excess of deferred payments would be collected with in terest. On the other 
hand, i t  is  proposed that payment of any balance of refunds due Would be 
accelerated.

The Commissioner would be obliged to make a tentative determination of' the 
amount of refund due. This would be credited or refunded within the shortest 
possible time, possibly in from sixty to ninety days. Thereafter, the final 
determination of claims for refund would proceed in ordinary course; on ultimate 
readjustment the taxpayer would repay any erroneous refunds, or the Government 
would pay any balance of refunds remaining unpaid.

Beyond th is , the problem of liquidity is  to a large degree one of war 
contract teimination technique. That is  not a tax problem. The tax statute 
cannot do everything* I t  cannot even by a reduction of tax rates — which in 
some instances is  the concealed purpose underlying the desire for deductible 
reserves — put corporations in a strong cash position after the war.

Conclusion

So much for the narrow subject of ‘’The Annual Concept of Tax Accounting. 
One wants broader concepts for a conclusion. I  must take the train now for 
Washington, and I  should like to leave with you more than a slim technical 
message.

I  have attempted to point out for you this evening some of the piers upon 
which our long bridge of tax law was b u ilt. I t  is  obvious that in almost a l l  
problems related to taxation consideration must be given to the operation of 
the taxable year as a unit of time; i t  is  the fundamental principle upon which 
our tax structure is  based. We have had enough experience with the special 
provisions which I  have discussed to make i t  apparent that we need not le t  
this concept rule as a despot* As you well know, every law and usage is  man's 
general expedient to meet particular cases. The sum of many expedients has 
given us both greater equity and greater complexity.• Ju stification  for 
complexity must be found in the inequities which we thereby seek to cure. 
Complexity carried beyond proper bounds may become an inequity in i t s e l f .  On 
the other hand, simplicity may destroy more than i t  f u l f i l l s .

To borrow from the world of physics, our problem is  to f ix  the position of 
the fulcrum, the concept of the taxable year, at the proper distance from these 
two divergent forces, complexity on the one hand, and greater equity on the 
other, so as to keep the tax system relatively  in balance. Vague talk about 
simplifying our tax laws is  an inexpensive commodity and gets us nowhere. We 
must f i r s t  decide what we want and then make what we want as simple as possible. 
Otherwise we shall be enslaved In our own contrivances* As William James said, 
‘•Whatever works in the world of experience is  good.” Pragmatism isn ’ t  a. bad 
tax philosophy.

-oOo-r



TREASURY DEPARTMENT 
Washington

FOR RELEASE, HORNING NEWSPAPERS, 
Tuesday, November 9» 1943»______

The Secretary of the Treasury announced last evening that the tenders for 

$1,000,000,000, or thereabouts, of 90-day Treasury bills to be dated November 12, 1943, 

and to mature February 10, 1944, which were offered on November 5, were opened at the 

Federal Reserve Banks on November 6.

The details of this issue are as follows:

Total applied for - $1,247,105,000
Total accepted - 1,004,665,000 (includes $75,587,000 entered on a fixed-

price basis at 99*905 and accepted in full)

Range of accepted bids:

High - 99.915 Equivalent rate of discount approx. 0.340$» per annum
Low nHiUfftfr- 99.906 * « " « ” 0.376$ " "

Average price - 99.906/ « « * * 0.3757$ " "

Press Service

3 r ~ 3 ?

(90 percent of the amount bid for at the low price was accepted)

Federal P.eserve Total Total
District Applied for Accepted

Boston $ 21,990,000 $ 16,220,000
New York 787,491,000 641,612,000
Philadelphia 37,225,000 15,945,000
Cleveland 43,493,000 35,290,000
Richmond 31,015,000 22,960,000
Atlanta 11,185,000 8,190,000
Chicago 150,909,000 129,459,000
St. Louis 27,440,000 17,460,000
Minneapolis 25,145,000 21,005,000
Kansas City 17,605,000 15,269,000
Dallas 10,412,000 7,500,000
San Francisco 83ff19?fOOO 73.755.000

TOTAL / #1,247,105,000 $1,004,665,000



TREASURY DEPARTMENT 
W ashington

FOR RELEASE, MORNING- NEWSPAPERS, P ress  S e rv ic e
Tuesday, November 9 , 1 9 4 5 ._______ No. 39-38
1 1 -8 -4 3

The S e c r e ta r y  o f  the T reasu ry  announced l a s t  evening th a t  

the ten d ers fo r  $ 1 ,0 0 0 ,0 0 0 ,0 0 0 , o r th e re a b o u ts , o f  90-hay T re a s 

ury h i l l s  to  he dated November 1 2 , 1943 , and to  mature February 10 , 

1944 , which were o ffe r e d  on November 5 , were opened a t  the F ed era l 

Reserve Banks on November 8 .

The d e t a i l s  o f  th is  is su e  a re  as fo llo w s :

T o ta l ap p lied  fo r  -  $ 1 ,2 4 7 ,1 0 5 ,0 0 0
T o ta l accep ted  -  1 ,0 0 4 ,6 6 5 ,0 0 0  (in c lu d e s  $ 7 5 ,5 8 7 ,0 0 0

en tered  on a f ix e d -p r ic e  b a s is  a t  99*905  and accep ted  in  
f u l l )

Range o f  accep ted  b id s :

High

Low

Average
p r ic e

9 9 .9 1 5  E q u iv alen t 
p er annum 

9 9 .9 0 6  E q u iv a len t 
p er annum 

9 9 .906/ Sq u iv a len t 
p er annum

r a te  o f  d iscou n t 

r a te  o f  d iscou n t 

r a te  o f  d iscou n t

approx. 0.340%  

approx. 0.376%  

approx. 0.3757%

(90 p ercen t o f  the amount b id  fo r  a t  the low p r ic e  was accep ted )

F ed era l Reserve 
D i s t r i c t

B oston
New York
P h ila d e lp h ia
C leveland
Richmond
A tla n ta
Chicago
S t .  Louis
M inneapolis •
Kansas C ity
D a lla s
San F ra n c isco  

TOTAL

T o ta l
A pplied fo r

$ 2 1 ,9 9 0 ,0 0 0
7 8 7 .4 9 1 .0 0 0

3 7 .2 2 5 .0 0 0
4 3 .4 9 3 .0 0 0
3 1 .0 1 5 .0 0 0
1 1 .1 8 5 .0 0 0

1 5 0 .9 0 9 .0 0 0
2 7 .4 4 0 .0 0 0
2 5 .1 4 5 .0 0 0
1 7 .6 0 5 .0 0 0
1 0 .4 1 2 .0 0 0
8 5 ,1 9 5 ,0 0 0

$ 1 ,2 4 7 ,1 0 5 ,0 0 0

T o ta l
Accepted

$ 1 6 ,2 2 0 ,0 0 0
6 4 1 ,6 1 2 ,0 0 0

1 5 .9 4 5 .0 0 0
3 5 .2 9 0 .0 0 0
2 2 .9 6 0 .0 0 0

8 .1 9 0 .0 0 0
1 2 9 ,4 5 9 ,0 0 0

1 7 .4 6 0 .0 0 0
2 1 .0 0 5 .0 0 0
1 5 .2 6 9 .0 0 0

7 .5 0 0 .0 0 0
7 5 .7 5 5 .0 0 0

$ 1 ,0 0 4 ,6 6 5 ,0 0 0
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T h e  S e c r e t a r y  i n d i c a t e d  h i s  b e l i e f  t h a t  t h e  n e x t  L o a n  

s h o u l d  p l a c e  e v e n  g r e a t e r  e m p h a s i s  u p o n  s u b s c r i p t i o n «  f r o m  

i n d i v i d u a l s .  H e  p o i n t e d  o u t  t h a t  d e s p i t e  t h e  h e a v y  

o v e r s u b s c r i p t i o n  o f  t h e  T h i r d  l o a n ,  t h a t  o n l y  h a l f  o f  t h e  

p e o p l e  w e r e  r e a c h e d  d i r e c t l y .

« O f  c o u r s e  t h a t  f a c t  a l s o  h a s  i t s  b r i g h t  s i d e « ,  h e  a d d e d .

«W e h a v e  t h o s e  p o t e n t i a l  c u s t o m e r s  t o  w o r k  o n  n e x t  t i m e . «

D a n i e l  V .  B e l l ,  u n d e r s e c r e t a r y  o f  t h o  T r e a s u r y ,  f o l l o w e d  

H r .  M o r g e n t h a u  w i t h  a  d i s c u s s i o n  o f  t h e  g e n e r a l  f i s c a l  s i t u a t i o n .  

H e I n d i c a t e d  t h a t  t h e  m e e t i n g s  u n d e r  w a y  w i t h  L o a n  C o m m i t t e e  

e x e c u t i v e s  m i g h t  p e r m i t  a n  a n n o u n c e m e n t  l a t e  t h i s  m o n t h  o f  t h e  

d a t e ,  a m o u n t ,  a n d  s e c u r i t i e s  « b a s k e t 8 f o r  t h e  F o u r t h  L o a n .

T e d  R .  G a m b l e ,  R a t i o n a l  D i r e c t o r  o f  t h e  W a r  F i n a n c e  

D i v i s i o n  o f  t h e  T r e a s u r y ,  i s  p r e s i d i n g  a t  t h e  d i s c u s s i o n s ,  a n d  

i n t r o d u c e d  S e c r e t a r y  M o r g e n t h a u .
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T r e a s u r y  S e c r e t a r y  t o l d  t t o  n e s t i n g  t h a t  m i  h i t  r e c a n t  

t o u r  o f  t h e  M e d i t e r r a n e a n  f r o n t  h e  f o u n d  a  k e e n  I n t e r e s t  o n  t h e  

p a r t  o f  t h e  m i l i t a r y  f o r c e s ,  f r o m  t h e  g e n e r a l s  o n  d o w n  t o  t h e  

m e n , I n  t h e  s u c c e s s  o f  t h e  h o n e  f r o n t  f i n a n c i n g  p r o g r a m .  H e  s a i d  

t h a t  a r r a n g e m e n t s  w o u ld  h e  m a d e  t o  k e e p  t h e  f i g h t i n g  m e n  i n f o r m e d  

c u r r e n t l y  o n  t h e  p r o g r e s s  o f  t h e  n e x t  L o a n .  M r .  M o r g e n t h a u  s a i d  

t h e  m i l i t a r y  a u t h o r i t i e s  f e l t  t h a t  t h e s e  L o a n s  b r o u g h t  t h e  w a r  

h o n e  t o  t h e  A m e r i c a n  p e o p l e  I n  a  w a y  c o n s t i t u t i n g  a n  i m p o r t a n t  

c o n t r i b u t i o n  t o  t h e  W a r , I n  a d d i t i o n  t o  m e e t i n g  t h e  f i n a n c i a l  n e e d s  

o f  t h e ^ o v e r n n e n t .

f h s  S e c r e t a r y  r e v e a l e d  t h a t  h e  h a d  e v i d e n c e  t h a t  t h e  G e r m a n s  

s t i l l  a r e  d i s c o u n t i n g  t h e  U n i t e d  S t a t e s  w a r  e f f o r t .  B e  s a i d  

uncensored m a i l  t a k e n  f r o m  G e r m a n  p r i s o n e r s  I n  I t a l y  s h o w e d  t h a t  

t h e  G e r m a n  p e o p l e  a t  h o m e  w e r e  w o r r i e d  a b o u t  tw o  t h i n g s  —  t h e  

R u s s i a n  v i c t o r i e s  a n d  t h e  b o m b i n g  o f  t h e i r  o l t l e e  f r o m  t h e  w e s t .

» T h e y  d o n * t  t a k e  u s  s e r i o u s l y ,  y e t . "

H e  s a i d  t h e  e n e m y  a p p a r e n t l y  r e c e n t l y  h a d  l i f t e d  o e n s o r s h l p  

o n  m a i l  f r o m  G e r m a n y  t o  t h e  f i g h t i n g  f r o n t ,  b u t  h e  w a s  u n a b l e  t o  

e x p l a i n  w h y .

M r .  M o r g e n t h a u  p r a i s e d  t h e  s t a t e  c o m m i t t e e  r e p r e s e n t a t i v e s  

f o r  w h a t  h e  t e r m e d  t h e  m a r v e l o u s  a c c o m p l i s h m e n t s  o f  t h e  T h i r d  

W a r L o a n .  H e  s a i d  t h e  o r g a n i s a t i o n  o f  t h e  s e l l i n g  e f f o r t  a l o n g  

s t a t e  l i n e s  h a d  p a i d  b i g  d i v i d e n d s ,  a n d  t h a t  t h e  s u c c e s s f u l  

c a m p a i g n  h a d  c o n v i n c e d  m o s t  o f  t h e  s k e p t i c s  o f  t h e  s o u n d n e s s  o f  

t h e  v o l u n t a r y  p l a n  o f  e n l i s t i n g  s a v i n g s .



S e c r e t a r y  M o r g e n t h a u  t o d a y  t o l d  W a r F i n a n c e  C o m m i t t e e  

C h a i r m e n  a s s e m b l e d  h e r e  f r o m  t h r o u g h o u t  t h e  U n i t e d  S t a t e s  t h a t  

h e  h e a r d  n o  p e a c e  t a l k  f r o m  t h e  f i g h t i n g  m e n  f a c i n g  t h e  s t u b b o r n  

G e r m a n  f o e  I n  t h e  m o u n t a i n s  o f  C e n t r a l  I t a l y .

M r .  M o r g e n  t h a n  t o l d  t h e  c o m m i t t e e m e n  f r a n k l y  t h a t  h e  r e t u r n e d  

f r o m  t h e  b a t t l e  f r o n t  p e s s i m i s t i c  i n  r e g a r d  t o  t h e  d u r a t i o n  o f  

t h e  c o n f l i c t ,  o n l y  t o  f i n d  i n  t h i s  c o u n t r y  a  w a v e  o f  o p t i m i s t i c  

p r e d i c t i o n s  o f  a n  e a r l y  p e a c e .

H e  s a i d  h e  r e c o g n i z e d  t h a t  t h i s  o p t i m i s m  m i g h t  c o n s t i t u t e  

a  p r o b l e m  i n  t h e  p r o s e c u t i o n  o f  t h e  F o u r t h  W ar L o a n ,  t e n t a t i v e l y  

s c h e d u l e d  f o r  J a n u a r y ,  b u t  t h a t  h e  w a s  n o t  s u r e  w h e t h e r  t h e  

e f f e c t  w o u ld  b e  h a m f u l  o r  h e l p f u l .  B e  s a i d  t h a t  t h e  s u r r e n d e r  

o f  I t a l y  d u r i n g  t h e  t h i r d  W a r L o a n  I n  S e p t e m b e r  h a d  c a u s e d  so m e  

t e m p o r a r y  c o n f u s i o n  i n  t h e  s e l l i n g  e f f o r t .

•We h a v e  t o  g e t  s o  m u c h  m o n e y .  We o a n ' t  b e  w a t c h i n g  e v e r y  

p e a c e  m o v e  a s  l o n g  a s  t h e  w a r  i s  a s  b l o o d y  a s  i t  I s .  We m u s t  

p r e p a r e  f o r  t h e  F o u r t h  W a r  L o a n  b y  t e n d i n g  t o  o u r  b u s i n e s s  o f  

r a i s i n g  t h i s  m o n e y ,  a n d  l e t  o t h e r s  w o r r y  a b o u t  p e a c e  m o v e s , “

M r .  M o r g e n t h a u  t o l d  t h e  S t a t e  r e p r e s e n t a t i v e s .

• I  am n o t  w o r r i e d  a b o u t  t h e  r e s u l t . “

T h e  f i f t y - o n e  c h a i r m e n  o f  v a r i o u s  S t a t e  W a r F i n a n c e  C o m m i t t e e s  

a r e  m e e t i n g  h e r e  w i t h  T r e a s u r y  o f f i c i a l s  t o  m a k e  p l a n s  f o r  t h e  

F o u r t h  W a r L o a n .  T h e  s e s s i o n s  a t  t h e  S t a t l e r  H o t e l  w i l l  c o n t i n u e  

t h r o u g h  W e d n e s d a y .



TREASURY DEPARTMENT 
Washington

FOR IMMEDIATE RELEASE, 
Tuesday, November 9, 1943

Press Service 
No, 39-39

Secretary Morgenthau today told War Finance Committee Chairmen 

assembled here from throughout the United States that he heard no peace 

talk from the f i t t i n g  men facing the stubborn German foe in the mountains 

of Central Ita ly .

Mr# Morgenthau told the committeemen frankly that he returned from 
the battle  front pessimistic in regard to the duration of the con flict, only 
to find in th is country a wave of optimistic predictions of an early peace.

He said he recognized that th is optimism might constitute a problem in 
the prosecution of the Fourth War Loan, tentatively scheduled for January, 
but that he was not sure ?jhether the effect would be harmful or helpful.
He said that the surrender of Ita ly  during the Third War Loan in September 
had caused some temporary confusion in the selling e ffo rt.

”We have to get so much money. We can’ t  be watching every peace move 
as long as the war is as bloody as i t  is .  We must prepare for the Fourth 
War Loan by tending to our business of raising this money, and le t  others 
worry about peace moves,” Mr. Morgenthau told the State representatives#

”1 am not worried about the re su lt,”

The fifty-one chairmen of various State War Finance Committees are 
meeting here with Treasury o ffic ia ls  to make plans for the Fourth War Loan. 
The sessions at the Statler Hotel will continue through Wednesday.

The Treasury Secretary told the meeting that on his recent tour of 
the Mediterranean front he found a keen in terest on the part of the military 
forces, from the generals on down to the men, in the success of the home 
front financing program. He said that arrangements would be made to keep 
the fighting men informed currently on the progress of the next Loan,
Mr. Morgenthau said the m ilitary authorities fe l t  that these Loans brought 
the war home to the American people in a way constituting an important 
contribution to the War, in addition to meeting the financial needs of 
the Government.
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The Secretary revealed that he had evidence that the Germans s t i l l  
are discounting the United States war e ffo rt. He said uncensored mail 
taken from German prisoners in Ita ly  showed that the German people at 
home were worried about two things *—- the Russian victories and the 
bombing of their c it ie s  from the west.

«They don’t  take us seriously, y e t.”

He said the enemy apparently recently had lifte d  censorship on mail 
from Germany to the fighting front, but he was unable to explain why.

Mr. Morgenthau praised the state committee representatives for what 
he termed the marvelous accomplishments of the Third War Loan. He said 
the organization of the selling effort along state lines had paid big 
dividends, and that the successful campaign had convinced most of the 
skeptics of the soundness of the voluntary plan of enlisting savings.

The Secretary indicated his b e lie f that the next Loan should place 
even greater emphasis upon subscriptions from individuals. He pointed 
out that despite the heavy oversubscription of the Third Loan, that only 
half of the people were reached d irectly .

"Of course that fact also has i ts  bright side»?, he added. «We have 
those potential customers to work on next time.?*

Daniel W. B ell, UnderrSecretary of the Treasury, followed Mr. Morgenthau 
with a discussion of the general f is c a l situation. He indicated that the 
meetings under way with Loan Committee executives might permit an announce
ment la te  th is month of the date, amount, and securities »basket« for the 
Fourth Loan.

Ted R. Gamble, National Director of the War Finance Division of the 
Treasury, is  presiding at the discussions, and introduced Secretary Morgenthau.

0O0



FOB IMMEDIATE BELDASE, 
November 1943.-------

The Bureau of Customs announced today preliminary fig u res showing the 

qu antities o f coffee authorized fo r  entry fo r  consumption under the quotas fo r  

the 12 months commencing October 1» 1943» provided fo r  in  the Inter-American 

Coffee Agreement, proclaimed by the President on A pril 15, 1941, as follows?

Country o f Production
9•
$•
•
•

♦•

Quota Qoantity 
(Pounds) 1/

•$
: Authorized fo r  entry 
: fo r  consumption _ _ 
: Ag o f (Date) s (Pounds)

Signatory Countries? 

B raz il 1 ,353 ,183 ,480 Oct* 30, 1943 110,139,548
Colombia 458,336,340 t ! 54,897,597
Costa B ica 29,100,720 t l 1,620 ,560
Cuba 11,640,288 tt 1,109 ,396
Dominican Republic 17 ,460 ,432 It 2,285,796
Ecuador 21,825,540 11 4 ,806,467
El Salvador 87,302,160 11 787,587
Guatemala 77,844,426 It 412,724
H aiti 40,013,490 It 1 ,379 ,312
Honduras 2,910 ,072 II 420,402
Mexico 69,114,210 II 1,554 ,404
Hicaragua 28,373,202 It mm
Peru 3,637,590 II 59,587
Venezuela 61,111,512 II 2,204,542

Hon-signatory Countries?
51,653,778 II 1,992,989

1/  Quotas as estab lished  by action  of the Inter-American Coffee Board on 
March 1 1 , 1943»

—oOo—



TREASURY- DEPARTMENT 
Washington

FOR IMMEDIATE RELEASE, Press Service
Wednesday, November 10, 1943. No, 39^40

The Bureau of Customs announced today preliminary figures showing the 

Quantities of coffee authorized for entry for consumption under the Quotas for 

the 12 months commencing October ly*1943, provided for in the Inter-American 

Coffee Agreement, proclaimed by thé President on April 15, 1941, as follows}

Country of Production î Quota Quantity 
i (Pounds) 1/

| Authorized for entry
, ______ for consumption
, As of (Date) : (pounds)

Signatory Countries:

Brazil 1,353,183,480 Oct, 30, 1943 110,139,548
Colombia 458,336,340 H 54,897,597
Costa Rica 29,100,720 II 1,620,560
Cuba 11,640,288 It 1,109,396
Dominican Republic 27,460,433 It 2,285,796
Ecuador 21,825,540 II 4,806,467
El Salvador 87,302,160 It 787,587
Guatemala 77,844,426 It 412,724
Haiti 40,013,490 It 1,379,312
Honduras 2,910,072 It 420,402
Mexico 69,114,210 l»t 1,554,404
Nicaragua 28,373,202 It

Peru 3,637,590 It 59,587
Venezuela 61,111,512 If 3,204,542

Non-signatory Countries:
51,653,778 II 1,992,989

1/ Quotas as established by 
March 11, 1943,

action of the Inter-■American Coffee Board on



..CQjiTOir CAHD SCRIPS,/ CbMBBft,WASTE, LA .̂W^TE, SLI^H', V^STS, AMD HOPING
toiHSH OH HOT MAliUi’AGTUBBD.OH OTHERWISE ADVANCES W  VALUE. , 1 Annual quotas 
Oommencing September 2 0 , by* Countries of Origin: '   ̂ '

2.1
5?otal quota, provided, however, that,not more than 3 3 -1 /3 .percent/ of the 

quotas shall be f ille d  by cotton wastes other than .card strips/ and comber 
wastes made from cottons of 1—3/16 inches or more in staple length in the 
case of the following countries: United Kingdom, Prance, Netherlands, ' 
Switzerland, Belgium, Germany and Italy :

——---------------------- -—-  „ •, , ____(In Pounds)___, * .........,/ i total"iMK>:mr r̂fiSTABLTSHEDI'Impb r t s' Sept. 2 0 ,Country of Origin : Established :Sept* 20, 1943 : 33-1/356 of :1943, tot— ............ ■ ■- ■ [ ...». TOTAL 9UOTA : Oct . 30, 1943 :Tota3r Quota: Oct. 30. 1943 1 /

United Kingdom*. 4,323,457 1,441,152
Canada* 239,690 4 “ * ....... . - 'V
Prance.......................... 227,420 75,807 .
B ritish  India............ 69,627
Netherlands........... 68,240 - 22,747
Switzerland. 44,388 ’ 14^796
Belgium.*.......... . . . . . 38,559 ■*12,*853 tm
Japan •••.**«••***.*•* 341,535
China, .......................... 17,322 f , * ..A * ' * f
% ypt.............. .. * ......... 8,135 ' / 'f ' *

9» * ». • • « • • f 9 • #«• • f i 6,544
Germany. 76,329 *25,443 J|;
I ta ly . . . . . . . . . . . . . . . 21,263 ‘7*088v * * '4

TOTALS 5,482,509 1,599,886.,/ . ’
lifr8"“... ... ....r I" .... . i 1 : 1

-Included in total imports,-column 2*

Z j The ©resident's proclamation, signed March 31, 1942, exempts from import 
>... quota restrictions card strips made from cottons having a staple 1-3/16 

inches or more in length*

—oOo~



FOR IMMEDIATE RELEASE, 
Hovember 9. 1943.

3 ? - V /

The Bureau of Customs announced today that, preliminary reports from the 
collectors of customs show imports of cotton and .cotton waste chargeable to the 
import quotas established i>y the President’ s proclamations of September 5» 1939» 
and December 19, 1940, as follows, during the period; September 20, 1943, to
October 30, 1943:
COTiON HAVING A STAPLE OP LESS THAN 1-11/16 INCHES (OTHER THAN HARSH OR ROUGH 

COTTON OP LESS THAN 3/4 INCH IN STAPLE'LENGTH AND CHIEFLY USED IN THE MANU- 
PACTURS OP BLANKETS AND BLANKETING, AND OTHER THAN LINTERS). Annual’ quotas 
commencing September 20, by Countries of Origip:

:4 (In Pounds)

T  Staple length less : Staple length 1-1/8" or more
1________than 1-1/8» . . : jJmt less than 1-11/l 6. " J ----

■Country of * {Imports Sept,: Established"reimport's' Sept,
Origin i Established: 20, 1943, to .i .C&iota : 20, 1943, to

-  i Quota Oct, 30. 1943? 45.656,420 : Oct, $0. 194g„

Egypt and the Anglo- 
^yP^ian Sudan.. . . . . . . 783,B16 Y ' ' _ 7,752,393

Peru, . . .......... 247,952 73,576 248,653
B ritish  In d ia .,.......... .. 2,003,483 » V
China.................... .. 1,370,791 - •
Mexico.................................. 8,883,259 8,883,259 -
B raz il. . . . . . . . . . . . . . . . . . 618,723 410,330 —
Unipli of Soviet

SqCialis t Republics* *• 475,1.24
Argentina............ 5,“203 - -
H aiti................. . . . . . . . . . 237 - -
Ecuador............. , ........... ... 9,333 — -
Honduras,. . . . . . . . . . . . . . . „752 * -
Paraguay*................ ........... 871 - -
Colombia...................... • •»• 124 - -
Ira q .. .  .................. 195 V» -
B ritish  East Africa..^.*. 2,240 - -
Netherlands East Indies. 71,388 - -
Barbados........................... - - -
Other B ritish  West

Indies 1/ ,.................. .. 21,321 - -

Nigeria........ .............. ...... 5,377 - -
Other B ritish  West 

Africa 2/.......... .. 16,004
Other Prench Africa 2$/• 689 - -
Algeria and Tunis!a.. . . . - - • -

14,516,882 9,367,165 45,656,420 8,001,046

2s.l "Other than Barbados, Bermuda, Jamaica, Trinidad, and Tobago,
g f  .Other than Gold Coast and Nigeria.,
j|/ ...Other than Algeria, Tunisia, and Madagascar.



TREASURY DEPARTMENT 
Washington

FOR .IMMEDIATE-ifflLEASE* N "• : '"V ‘-V̂ * I? ' Press Service
Wednesday, November 10, 1943«' ’ '• '" ; * ■' «**■' w 1 ~ *’• -No-. '39-41

; >- . 1? : ■ ; ■ ; : * v . .'1 \  .. . • ■ ■ ■' i • i . ‘ j ’ f  v '>''• ■ . " , •' :! . r* . *' ' ' .

; The* Bureau-of Onŝ oiffs1 'announced today that prelim'Iftaiy reports from the 
collectors of' austoms ¿how imports of 'cotton and cotton waste''Chargeable to the 
import: ouotas' established by, ithe Pre>sident ’ s proclam t̂'-idhs' Of September 5, 1939, 
and December 19, 1940, as follows, during the period September 20, 1943, to 
October 30, 1943;

COTTON FAYINGA..STAPLE .0? LESS ..THAN. 1-1.1/16. INCHES. (OTHER ...THAN... HARSH. 0R..BDUGH •
. COTTON OF LESS'. THAN- 3/4 INCH IN 'STAPLE 'LENGTH AND CHIEFLY USED IN THE MANU

FACTURE- :0F- BLANKETS" AND- 'BLANKETING, AND OTHER THAN LlNTERS).• •* Annual quotas ■: 
v commencing September 20, by Countries' of * Origin:' : ........ ........... .........74

:i/ (  (in  Pounds)
..... .............. ...................  , ........ .................................................................................. m i, ..............................................................................................................

:r j ;,y Staple-length less S.taple length. lrl/8,t or morei 
i  than 1-1/8>f i „ but less, than:. ¿foll/16”:*?

Country of Imports Sept.Ai ¡Established, Import si 'Sept.?
* Origin /Established’. 20, 1943, tov ! ,>..Quota ;, 20,- ,1943*'th
- _______  Quota . :0 c t .  30, 1943; ,£5;, 656,420. . ;. Oct,. 30,• 1943

Egypt and the Anglo-"
Egypt ian Sudan 783,816 •*<& ,  ; \ •.7,752,393 '

Peru ........................... v. . , 247,952 73,576 ........ 248,653.
B ritish  India . . . . « , 2,003,483 .......... ■ , -+?•
China . . . . . . . . . . . . . .  v v '1 1,370,791 . . . .  , . ..................................... vA-
Mexico . . . . . . ............ ...... 8,883,259 8,883,259. -
Brazil .......... ... 618,723 410,330 -
Union of Soviet A • „ •.. » >0 i . ' '“'C

Socialist Republics . . 475,124 -
Argent ina . . . . . . . . . . . . . . 5,203 i- -
Haiti ................................... 237 .  fJ'Ju* .w
Ecuador .................. ............ 9,333 -
Honduras » y.«,■ >-*v->. * , , f i i  „riV753r.^ M*'®4 *> 1 - **
Paraguay i . $ . . .  • «;a .. v"M -871 -At h ...n  ;  •?: •: *•.1 f • .*+

Colombia ...................* ..... ......,  « 124 BF* ,  • r ' :v : J  .. .• ■>

Iraq ............................................... ...... 195 -

B ritish  East Africa . . . . 2,240
Netherlands East Indies. 71,388 - -

Barbados .................................. ........... .

Other B ritish  West
mm * *

Indies 1/  .................. ...... 21,321 -
-

N ig eria ........ .....................

Other British  West
5,377

Africa 2J  . . . . . . . . . . . 16,004 *»* * •

Other French Africa J3/ • . 689 - -

Algeria and Tunisia . . . . - r —

14,516,882 9,367,165 45,656,420 8,001,046
1/ Other than Barbados, Bermuda, Jamaica, Trinidad, and Tobago, 
2/ Other than Gold Coast and Nigeria.
3/ Other than Algeria, Tunisia, and Madagascar,. (Over)
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COTTON CARD STRIPS, 2/ COMBER WASTE, LAP WASTE, SLIVER WASTE, AND ROVING- WASTE, 
WHETHER OR' NOT' MANUFACTURED OR OTHERWISE ADVANCED IN VALUE.. Annual quotas 

. commencing September 20, by "Countries of Origin;

Total auota, provided, however, that not more than 33-1/.3 percent of the auotas 
shall be f i l le d  by cotton wastes other than card,strips 2/ and comber wastes 
made, from cottons of 1-3/16 inches or more in staple length in the case of 
the following countriesi United Kingdom, France, Netherlands,- Switzerland, 
Belgium, Germany and Italy ; , ;

(in  Pounds)

: : TOTAL IMPORTS ; ESTABLISHED: Imports Sept, 20,
Country of. - Origin ; Established : Sept, 20, 1943: 33^1/3$ of ; 1943, to

•• ■ TOTAL QUOTA,:Oct. 30, 1943 : Total Qpota: Oct, 30, 1943 1/

Unit ed Kingdom., . , . 4,323,457 " » 1,441,152 -
C a n a d a . I ........ 239,690 - m
France . . . .  * *'*■■*...'. .227,420 - 75,807
B ritish  India 69,627 . « m -
Netherlands . . . . . . . 68,240 ■ T 22,747 -
Switzerland . . . . . . . 44,388 - 14,796 -
Belgium . . . . . . . . . . . 38,559 - 12,853 ■ -
Japan ......................... 341,535 - -* r
China ........................ 17,322 - ' -  ■ -
Egypt........ ................ 8,135 - -
Cuba ................... 6,544 - **
Germany . . . . . . . . . . . 76,329 ./ - 25,443 -
Italy . . . . . . . . . . . . . 21,263 7,088

.TOTALS 5,482,509 • Al 1,599,886
- -- * - - , - -- y •- -

1/ Included in total imports, column 2.

2/ The President’ s proclamation, signed March 31,. .1942,' exempts from import 
auota restrictions card strips made from cottons having a staple 1-3/16 
inches or more in length. •- -,

„oQo-



~JOR IMMEDI AJEES RELEASE,
November 4% 194.iL— —

The Bureau of Customs announced today preliminary figures showing the 

quantities of wheat and wheat flour entered, or withdrawn from warehouse, for 

consumption under the import quotas established in the President's proclama- 

tion of May 28, 1941, as modified by the President's proclamations of April 13,

1942, and April 29, 1943, for the 12 months

WHEAT
C m m t w  5

of • : Imports
Origin sEstablished:May 29, 1943t. _e Qpota ito Oct. 30a—

(Bushels) (Bushels)
Canada 795,000 795,000
China «it **

Hungary —
Hong Kong n
Japan **
United Kingdom 100 M*
Australia - —
Germany 100 —
Syria 100 —
Hew Zealand —
Chile — tH*

Netherlands 100 **
Argentina 2,000
Italy 100
Cuba m m

Prance 1,000
Greece —
Mexico 100 mm

Panama —
Uruguay — m m

Poland and Danzig — m m

Sweden — mm

Yugoslavia — mm

Norway “
Canary Islands —
Rumania 1,000 mm

Guatemala 100
Brazil 100
Union of Soviet

Socialist Republics 100 —
Belgium 100 ...—--

800,000 795,000

!Wheat flour, semolina, crushed 
•or cracked wheat, and similar 
______ Mfaftat prodttc.ta.

: Established

(Pounds)
3,815,000

24.000
13.000
13.000

8,000
75.000

1,000
. 5,000

5.000
1.000
1,000
1,000

14.000
2,000

12.000
1,000
1,000
1,000
1,000
1,000
1,000
1,000
1,000
1,000
1,000

Imports 
May 29, 1943 

Oct. 30. M & L  
(Pounds) 
180,230

4,000,000 180,230



TREASURY DEPARTMENT 
Washington

FOR IMMEDIATE RELEASE, Press Service
Wednesday, November 10, 1943. No. 39-42

The Bureau of Customs announced today preliminary figures showing the 

quantities of wheat and wheat flour entered, or withdrawn from warehouse, for 

consumption under the import quotas established in the President's proclama

tion of May 28, 1941, as modified by the President's proclamations of April 13,

194-2, and April 29, 1943, for the 12 months commencing May 29, 1943, as follows;

Country
of

Origin

WHEAT
Wheat flour, .semolina, crushed 
or crached wheat, and similar 

wheat products

Established; 
Quota ;

Imports 
May 29, 1943, 
to'Oct. 30, 1943

Established; 
Quota :

Ma?
to

Imports r 29, 1943 
Oct. 30. 1943

Canada
(Bushels)
795,000

(Bushels) 
795,000

(Pounds) 
3,815,000

(Pounds) 
180,230

China - ** 24,000 —
Hungary * - 13,000 —
Hong Kong - - 13,000 —.
J  span - - 8,000 —
United Kingdom 100 - 75,000 9.
Australia - - 1,000 —
Germany 100 - 5,000
Syria 100 T 5,000 —
New Zealand - - 1,000 _
Chile - - 1,000 —
Netherlands 100 - 1,000 —
Argent ina 2,000 14,000 -

Italy 100 - 2,000 -
Cuba - - 12,000 -
Prance 1,000 - 1,000 —
Greece - 1,000 —
Mexico 100 - 1,000 -
Panama - 1,000 —
Uruguay - - 1,000
Poland and Danzig - - 1,000 -
Sweden - - 1,000 -
Yugoslavia - 1,000 -
Norway - -r 1,000 -
Canary Islands - - 1,000 -
Rumania 1,000 - - -
Guatemala 100 - - -
Brazil 100 - - -
Union of Soviet

Socialist Republics 100 .
Belgium 100 - - -

800,000 795,000 4,000,000 180,230

-oOo-
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Commodity
♦
: Established Quota

: Unit 
: of

Imports as of 
Oct. 30,

:Period and Country: Quantity : Quantity 1943

Silver or black 
foxes, furs, 
and articles: 
Foxes valued 
under $250 each 
and whole furs 
and skins

Period - May - 
Nov. 1943 
All countries 33,229 Number (Quota filled)

Tails 12 months from 
Dec. 1, 1942 5,000 Piece 463

Paws, heads, or 
other separated 
parts it 500 Pounds (Quota filled)

Piece plates N 550 Pounds -

Articles, other 
than piece plates n 500 Unit 90

-oOo~



FOR IMMEDIATE RELEASE, 
November 9^ 1943_____

The Bureau of Customs announced today preliminary figures for imports of 

commodities within quota limitations provided for under trade agreements, from 

the beginning of the quota periods to October 30, 1943, inclusive, as follows*

Commodity
, f t5 * •
! Established Quota______:

Unit : 
of s

Imports as of 
Oct. 30,

¡Period «ud Country! quantity! Qnantity; ......... 1942...;...

Whole milk, fresh 
or sour Calendar year 3,000,000 Gallon 5,985

Cream, fresh or sour Calendar year 1,500,000 Gallon 782

Fish, fresh or 
frozen, filleted, 
etc», cod, haddock, 
hake, pollock, cusk 
and rosefish Calendar year 17,804,128 Pound 14,138,811

White or Irish 
potatoes! 
certified seed 
Other

12 months from 
Sept. 15, 1943

90.000. 000
60.000. 000

Pound
Pound

4,547,600
2,350,650

Red cedar shingles Calendar year 2,506,072 Square 1,227,991

Cuban filler tobacco, 
unstemmed or stemmed 
(other than cigarette 
leaf tobacco), and 
scrap tobacco Calendar year 22,000,000

Pound
(unstemmed
equivalent) (Qiaota filled)

Molasses and sugar 
sirups containing 
soluble nonsugar 
solids equal to 
more than 6$ of
total soluble ___
solids Calendar year 1,500,000 Gallon 310,055



TREASURY DEPARTMENT 
Washington

EOR IMMEDIATE RELEASE, Press Service
Wednesday, November 10, 1943. No. 39i-43

The Bureau of Customs announced today preliminary figures for imports of 

commodities within ouota limitations provided for under trade agreements, from

the beginning of the quota periods to October 30, 1943, inclusive, as follows:

Commodity Established Quota 
Period and Couhtiy? Quantity

: Unit : 
: of : 
; Quantity ;

Imports as of 
Oct, 30, 

1943

Whole milk, fresh 
or sour Calendar year 3,000,000 Gallon 5,985

Cream, fresh or sour Calendar year 1,500,000 Gallon 782

Pish, fresh or 
frozen, f ille te d , 
e t c . , cod, haddock, 
hake, pollock, cusk 

i and rosefish Calendar year 17,804,128 Pound 14,138,811

White or Irish  
potatoes; 
certified  seed

12 months from 
Sept, 13, 1943

90,000,000 Pound 4,547,600
Other 60,000,000 Pound 2,350,650

Red cedar shingles Calendar year 2,506,072 Souare 1,227,991

Cuban f i l l e r  tobacco, 
unstemmed or stemmed 
(other than cigarette 
leaf tobacco), and 
scran tobacco Calendar year 22,000,000

Pound
(unstemmed
equivalent)

(Quota
filled )

Molasses and sugar 
sirups containing 
soluble nonsugar 
solids eaual to 
more than 64> of 
total soluble 
solids Calendar year 1,500,000 Gallon 310,055

(Over)
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Commodity Established''Quota v ; 
Period and Country: Quantity:

Unit
of

Quantity

Imports as of 
0 c to 30,

194.3 ... ■

Silver or black 
foxes, .furs, 
and a r t ic le s :
Foxes valued :- 
under ’f2 $ 0  each Period May .
and whole furs 
and skins

; Nov o 194-3 ' ‘ 
All"countries 33>229 Number (Quota filled )

Tails ... ■■ •12 months from
463Deco a , 1942 5,000 Piece

Paws, heads, or 
other separated 
parts a 500 pounds (Quota fille d ) y

Piece plates it 550 Pounds -

A rticles, other 
than piece 
plates it 500 l Unit 90 ,

•o0o~



norie «ith our Alilo« to bulld a world of ìnternatioml poaco, coopera

ti©», and propese that «ili andure. fhi* «ar awet «od in a inai and 

lasting peace. fioro in thè preoenco ef veterana of t*o «orld «aro lei 

us dedicate ouraelves to that high purpoae. Do «e peraevere, thè» «e 

ean truly aay of thoee «ho fall in *17 and *18, of thooe «ho fall at 

Guadalcanal, Kasaerlne Basa, Salerno, and Haplea — they bave not di ed 

in vatn.

G e n e r a l  t h o a a a ,  i n  b e h a l f  o f  t h e  S e c r e t a r y  o f  t h e  T r e a s u r y ,  

Henry M b r g e n t h a u ,  tJf*, t h r o u g h  y o n  I p r e a e n t  t h e  t r e a a u r y  A w a rd  t o

the civilian employees 

congratulate you and the® upon an outstanding accomplishment and I extend 

to you all the heartfelt thanks of your nation* I am confident that aa 

each month rolla by you will break again and again the fine record you

h a v e  t h u s  f a r  a c h i e v e d «

««HHHHHt



Her« at the lam er Robins i¿  jm  exemplify the

sp irit of America, You have given your sons. At this largest Air 

Depot in the world where 10,000 service men and 17,000 civilians tra in , 

assemble, and overhaul our fighting a irc ra ft, you are giving your to il . 

And here 92 per cent of the civ ilian  employees have assigned to th eir 

Government through payroll allotment more than 10 per cent of their 

pay. You are doing a grand job — but even a bigger job must be done.

the pleading eyes of a ll  civ ilisatio n . Pray God we w ill be firm ~  

that we w ill see this job through, le t neithe of terrib le

fro® our course. And as our fixating sen get the Japs and the Nasi* 

on the run do not relax, that is  the time to work harder, to save 

more, to lend your Government more, to h it the eneny with everything

you’ve got*

And whan that other long awaited Armistice arrives, I implore you

You are America — and the hope of the world* Toward<d lycra turn

to keep high your present resolve, that this Ration w ill continue to



ub could afford to lose, and you put everything you had into winning 

the fight*

seas, and in the a ir a ll over the world the mm» of Georgia have fought 

the fight for freedom with a gallantry worthy of the »on* of Georgia* 

Tou left your pe^ce-tlme jot» to help manufacture the gun», the 

tanka, the ships, and the planes our fighting force® needed*

promptly you proceeded to provide the financial sinews to wage war* 

Tventy-eeven sdllion working sen and women have put an average of ten 

percent of their pay checks 52 weeks in the year at the disposal of their 

Government through the purchases of Par Bonds* literally  thousands are 

allotin§ 15 and 20 percent* And 23 million other Americans — pot on 

payroll allotment *— are regularly buying Bonds too* And today the 

American people are more completely in partnership with thei r Government 

in financing this war than ever before. The American people are doing

Tou sent forth your sons*

a grand job — and doing i t  the democratic way*



eki.ee clear. We ri t ,  and they*re sweeping the»!

We began to raise and equip erodes to meet the Weals and the Japs* 

Well, we*ve met them, and ir©|ll oontiime to meet them and beat them —

In Asia, in Africa, in Europe, or wherever we have to chase them. And 

sooner or later we*ll catch them and crush than so completely that never 

again will tyranny dare to raise its hand or its  voice against the free 

American people.

And today, less than two years since Pearl Harbor, Hitler and 

Hiroblte quake in their boots, for they know th e  United nations are 

on a march that will not stop short of victory parades in the streets 

of Berlin and ToM». Today, the spokesmen of barbarism and oppression 

know that free awn can never be conquered.

In less than two years you have raised this world from the depths

done this. Ton knew that this was your war, too, and that nobody else 

was going to win i t  for you* Xou knew you had to win i t  yourselves,

of

against a cruel, merciless enemy* Tou knew this was a fight none of
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Poland, Norway, Denisaki, Holland, Belgium, France and the Balkans, 

we were filled with disillusionment and the fear that perhaps we might 

be called upon once again to do thoroughly that which we had once done 

incompletely.

Two years ago today in this country we were of two minds# We 

heard the ca ll, but we cringed from the consequences# Then came Pearl 

Harbor, and the events of that day of immortal infamy brought home to 

us a ll the depths to which civilisation had fallen, and the danger in 

which everything we held dear had been placed# We were dazed, and staggered. 

We were not fully prepared, and we scared#

But on the morning of December 8, 1<H1, 130 million people arose 

united in their determination that we must not only protect our own 

shores but that we must stamp out forever the forces of evil and cor

ruption that, for the second time in a generation, had plunged this 

world into war#

We set forth to build the world’s greatest Wavy* We’ve built it#

lie started to build and man an air force that would sweep the world’s
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and hundreds of thousands of their comrades marched east passing the

French poilus whose haggard eye® scanned the Western horizon of that

Parle to which they were retiring. Chateau Thierry —* through the
»

wheat and up the h ill —* foul, St.Kihiel, Sissons, Meuse-Argonne — 

and, while star shell» burst overhead and shfbpnel shirked its  cry 

of death through the black night, these mm crawled through 

and mud to thrust cold steel into hostile flesh that liberty and Justice 

might not perish from this earth. A final terrific onslaught and then, 

at the eleventh hour of the eleventh month twenty-five years ago today, 

a sudden deafening silence. And in that silence we knew America had 

succeeded — that America had saved the world. But what we hailed in 

1918 as a new era of peace we reluctantly came to recognise as a tragic 

interlude.
W*a. $

Twenty—years after the end of the war we hoped would save Democracy 

and end a ll wars w© witnessed the fall of Austria. And as the forces of 

might and oppression gathered momentum and rolled over Czechoslovakia,



I want you ell to know how wry happy X m  to haw this opportunity 

to moat bora with you folk« today, I a» bpppy to meet the neighbors of 

& mn who has distinguished himself in the national House of Representa

tives — Congressman Stephen Pace, 1 a® glad to enjoy tha privilege of 

meting you in tha company of an old acquaintance who i# adding lustra 

eriri stature to Georgia *s representation at tha NationTs Capitol —

Senator Blok Hassell, And I*a grateful for this opportunity to express 

to you men and women of Georgia the high regard and deep affection in 

which the people of the other 47 States and the leaders of the nation 

hold one of your ra tift sons, — a man whoee statesmanship will endurs 

forever, a man X a» wary proud to be able to call ay friend «— Georgia’s 

own Valter George,
S  m m

We meet hereitoday on a solemn anniversary. Twenty-five years ago

v ; ' ; <  - y  .....- 1  "  . . .  . v ,  * f $ 3
this morning a world, tortured upon the rack of war, awoke to the vision 

of a new life . This vision came upon us suddenly and was created by 

Americans, Remember July 191® and the panic as the Germans broke through 

almost to Faria? That was when these veterans who we see here today
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(Misuse you know how very much i t  means to a native son to come/back i

ihis Ne\liampshire of ours, to be again with New Hampshire neople,

Our S t^ e  has a glorious history to live up to , a gfeat wartime 
’tradition to uphold, We were one of the original 13 Connies, I t  was 
a band of New Hampshire men who took the f i r s t  firm step toward Americ 
freedom when theyVbtaoked Fort William and Llary ir/portsmouth Harbor, 
and captured there uhe gunpowder that la te r , at LdxLngton, fired the 
f i r s t  shot for American independence, “the shotAeard ’round the world

Here in our State, oh t̂he 15th of June/L776, the men and women of 
New Hampshire declared theaSi independence/of Britain , leading the way ijor 
the other States to follow nm^eteen daŷ r la te r  v/hen, on July 4th, 1776; 
they signed the Declaration ofeindepepuence,

Here, too, New Hampshire adoj^d the f i r s t  constitutional form of 
c iv il government, again serving/as ^riodel for the other Colonies and fbr 
this new nation.

New Hampshire has bej/C in every w a r ^ is  nation has fought — and 
been in them a l l  the wau%

So today we of^Jew Hampshire are faithfullyvliving up to our p atrio tic , 
war-like heritag^as we meet here to take our parVin th is new great 
offensive, Foi/uhis Second "-ar Loan is  nothing lesSythan that 
financial of£^nsive — a smashing attack against the enemy,

a gigajntic

Xoiŷ wiow, and I know, that i t  w ill take more than mesje dollars to win 
the w a I t  takes men — men armed with courage and determ^nation, But! 
alsc^mt takes men armed .with the guns and tanks, the planes ships of 
mô fern warfare. And those tilings do take dollars — b illion s ¡^ d o llars

That is  where we come in , He cannot a l l  fight in our nation’s w jr,1
t c:American1 s .it our money can



TREASURY DEPARTMENT 
Washington

(The following address by Assistant Secretary 
of the Treasury John L. Sullivan, awarding 
a Treasury War Bond "T" flag  to the civ ilian  
personnel of the Robins Field Air Depot, R 
Warner Robins, Ga., is  scheduled for delivery at 

 ̂ p.m., Eastern War Tide, Thursday, November llT
r » )  —  ~"rrMI ; — !------------- ---------------

I want you a ll  to know how very happy I am to have this oppor
tunity to meet here with you folks, today, J am happy to meet the 
neighbors of a man who has distinguished himself in the National 
House of Representatives - -  Congressman Stephen Pace, I am glad to 
enjoy the privilege of meeting you in the company.of an old acquaintance 
who is  adding lustre and stature to Georgia’ s representation at the 
Nation’ s Capitol — Senator Rick Russell. And I ’m grateful for this 
opportunity to express to yqh men and women of Georgia the high regard 
and deep affection in which, the people of the other ky States and the 
leaders of the Nation hold one of your native sons, — a mail whose 
statesmanship will endure foreve^“* a men J  am very proud to be able 
to ca ll my friend — Georgians own faster George.

We meet here today on a solemn :anniver$ ary• Twenty-five years ago 
this morning a-world, tortured upon the rack of war, awoke to the vision 
of a new l i f e .  This vision came upon us suddenly and was created by 
Americans. Remember July 1918 and the panic as the Germans broke 
through almost to Paris? That was î rhen these veterans who we see here 
today and hundreds of thousands of their comrades marched east passing 
the French poilus whose haggard eyes scanned the Western horizon of 
that Paris to which they were retiring . Chateau Thierry »» through 
the wheat and up the h ill  - -  Toul, St. Mihiel, Soissons, Meuse-Argonne - 
and, while star shells burst overhead and shrapnel shrieked i ts  cry 
of death through the black night, these men crawled through the. muck 
and mud to thrust cold steel into hostile flesh that liberty  and ju stice 
might not perish from this earth. A final te r r if ic  onslaught and then, 
at the eleventh hour of the eleventh month twenty «»-five years ago today, 
a sudden deafening silence. And in that silence we knew America had 
succeeded — that America had saved the world, But what we hailed in 
1 9 1 $ as a new era of peace we reluctantly came to recognize as a tragic 
interlude.

Twenty»years after the end of the war we hoped would save 
Democracy and end a l l  wars we witnessed the fa l l  of Austria, And as 
the forces of might and oppression gathered momentum and rolled over 
Czechoslovakia, Poland, Norway, Denmark, Holland, Belgium, France and 
the Balkans, we were fille d  with disillusionment and the fear that 
perhaps we might be called upon once again to do thoroughly that which 
we had once done incompletely,



Two years ago today in this country we were of two minds» We 
heard the c a l l ,  but we cringed frora the consequences® Then came Pearl 
Harbor,“'SM the events of that day of immortal • infamy brought home to 
us a ll  the ̂ depths to which civ ilization  had fa llen , and the danger in 
which everything we held dear had .been placed®. We were dazed, and 
staggered® i' ¥e were not fu lly  prepared, and we were scared®

. But on the morning of December 8, 1941, 130 million people arose 
united in their determination that we must not only protect our own 
shores but that we must stamp out forever the forces of evil and 
corruption that, fjor the second time in a generation, had plunged this 
world into war®

We set forth to build'the wo rid* s greatest Navy 0 We’ve built it®

We started to build and man an air force that would sweep the 
■world*s skies clear® We built i t ,  and they’re sweeping them!

We began to ra ise  and equip'armies to meet the Nazis and the Japs0 
W ell, we’ve met thexri, and we’l l  continue to. meet them and beat them — 
in Asia, in Africa, in  Surqpe, or wherever m  have to chase them0 
And sooner* or la te r  we’l l  catch then* and crush them so completely that 
never, /again m i l  tyranny dgre tp  r&lsc i t s  hand or i t s  voice against 
the free American p̂eople®

••■And. today,* less than two years since Pearl Harbor, Hitler and 
Hirohito quake in th eir boots, for they knew the United Nations are 
on a march that w ill not stop short of victory parades in-the streets 
of Berlin and Tokio® Today, the spokesmen of barbarism and oppression 
know that free men 'can never be conquered®

... * ., ,'f ■
In less than two years you have raised this world from the depths 

of despair to the 'threshold of victory® You, the American people, 
have done this® You knew/ that th is was your war, too, and that nobody 
else was going to win i t  for you® You knew you had to -win i t  yourselves, 
against a cruel, merciless enemyo You knew this was a fight none of 
us could afford to lose, and you put everything you had into winning 
the fight®

You sent forth your sons0 And on three continents, on the seven 
seas, and in the* a ir a l l  over the i/orld the sons of Georgia have fought 
the fight for freedom with a gallantry worthy of the sons of Georgia®

You le f t  your peace-time jobs to help manufacture the guns, the 
tanks, the ships, and the planes our fighting forces needed®
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You knew that this was to be the costliest war in  history, and 
promptly you proceeded to provide the financial sinews to wage war® 
Twenty—seven million working men and women have put an average of ten 
percent of their pay checks 52 weeks in the year at the disposal of 
their Government through the purchases of War Bonds0 L iterally  
thousands are allowing 15 and 20 percento And 23 million other 
Americans r— not on payroll allotment — are regularly buying Bonds 
too0 And today the American people are more completely in partnership 
with their Government in financing this m r than ever before© The 
American people are doing a grand |ob ~~ and doing i t  the democratic 
way©

Here at the Warner Robins Air Depot you exemplify the sp ir it of 
America© You have given your soris© At th is largest Air Depot in the 
world where 10,000 service undr17,000 civ ilians tra in , assemble, 
and overhaul our fighting a irc ra ft, you are giving your toil® And here 
92 per cent of the c iv ilian  employees have assigned to th eir Government 
through payroll allotment more than 10 per cent of th eir  pay0 You are 
doing a grand job — but even a bigger job must be done0

You are America — and the hope of the world© Toward you turn the 
pleading eyes of a l l  civilisation© Pray God we w ill be firm *— that 
we w ill see th is  job through© Let neither 'fear- of terrib le  
sacrifices jior the-danger of too—sudden hope' sway us from our course© 
&nd~as our fighting men get th e  Japs and the Nazis”on the run"do 
hot relax© That is  the time-to work harder to1 save more, to lend 
your Government more, to hit the enemy with everything you’ve 
got*

And when that other long awaited Armistice arrives, I  implore you 
to keep high your present resolve, that this Nation w ill continue to 
work with our A llies to  build a ‘world of international peace, coopera
tion, and progress that w ill endure0 This war must end in a just and 
lasting peace© Here in the presence of veterans of two world wars le t 
us dedicate ourselves to that high purpose© Do we persevere, then we 
can truly say of those who f e l l  in ’17 and ’18, of those who f e l l  at 
Guadalcanal, Kasserine Pass, Salerno, and Naples they have not died 
in vain0

General Thomas, in behalf of the Secretary of the Treasury,
Henry Iviorgenthau, Jr©, through you I  present the Treasury Award to 
the civ ilian  employees of the Warner Robins Air Depot0 I  congratulate 
you and them upon an outstanding accomplishment and I extend to you a ll  
the heartfelt thanks of your Nation© I  am confident that as each month 
ro lls  by you w ill break again and again the fine record you have thus 
far achievedo

oOo
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Mrs. Ross suggested that where sutS-coins have been acquired asSIPS'
savings that larger denominations or War Stamps or Bonds be substituted.

Mrs. Ross pointed out that the Mints have produced nearly three 

b illio n  pennies during the past three years, into which went 10,000 tons 

of strategic metals. Some eleven b illio n  one-cent coins have been producedi

as unfit for further circulation.

Yet, despite the huge potential supply outstanding, demands for one- 

cent coins to meet business needs, as reflected in requisitions on the 

Treasury from the banks, has been in excess of production.

metals shortage that forced the Mint to turn to the unpopular zinc-coated 

stee l penny. Recently, i t  was announced that production of the steel coin 

w ill terminate December 31. Arrangements have been made under a War Produc

tion Board allotment to u tilize  old cartridge cases and some new copper in 

a return to a copper alloy cent-piece.

through the years, and only a relative ew have been returned to the Mints

J£he--Mint hopo T" nt“1"' -------- ' uTiLmi I.' fi.d-

pOo-
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I t  is  hoped that banks, newspapers and other business enterprises 

w ill aid in  the drive.

Mrs. Nellie Tayloe Ross, Director of the Mint, revealed that twenty- 

five tons of essential metals are being consumed each day to meet calls 

for one—cent pieces alone. She asked the American people to accept as 

a wartime patrio tic  project the necessity for keeping small coins in circu

lation rather, than permitting them to accumulate.

Mrs. Ross urged that one cent pieces particularly be used as they are

received, in  regular purchases at the stores, ju st as larger denominations 

of money are used. Coins should not be sent to the United States Mint, but 

should be put to work in one*s own community.



The Mint today embarked on a nationwide drive to draw small coins, 

especially pennies, out of hiding and into the hands of merchants as 

a means of reducing metal-consuming demands for coinage and to increase 

supplies of Hchange“ to meet the Christmas buying rush.

School children and youth organizations throughout the country are 

being called upon to lead in  the efforts to put hoarded coins to work.

Letters have been sent out from the Mint to school principals and 

to college and university authorities asking cooperation in the penny 

roundup, A similar program la s t  year conducted largely through the 

schools released millions of coins from home banks and similar collections 

at a time when seasonal business expansion threatened a coin shortage.

More coins than ever are needed this year, and reports of penny shortages 

already are coming from some sections.

I t  is  hoped that banks, newspapers and other business enterprises 

w ill aid in  the drive.

Mrs. Nellie Tayloe Ross, Director of the Mint, revealed that twenty- 

five tons of essential metals are being consumed each day to meet calls 

for one—cent pieces alone. She asked the American people to accept as 

a wartime patrio tic  project the necessity for keeping small coins in circu

lation rather, than permitting them to accumulate.

Mrs. Ross urged that one cent pieces particularly be used as they are 

received, in  regular purchases a t the stores, ju st as larger denominations 

of money are used. Coins should not be sent to the United States Mint, but 

should be put to work in one!s own community.
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The Mint today embarked on a nationw ide d riv e  to draw 

sm all c o in s , e s p e c ia l ly  p en n ies , out o f h id in g  and in to  the 

hands o f m erchants as a means o f  reducing m etal-consum ing 

demands fo r  coinage and to in c re a s e  su p p lies  o f "change” to  

meet the Christm as buying ru sh .

School c h ild re n  and youth o rg a n iz a tio n s  throughout the 
country a re  b ein g  c a lle d  upon to  lea d  in  the e f f o r t s  to  put 
hoarded co in s  to  work,

L e t te r s  have been sen t out from the Mint to  sch ool p r in 
c ip a ls  and to  c o lle g e  and u n iv e r s ity  a u th o r it ie s  ask in g  coop
e r a t io n  in  the penny round-up, A s im ila r  program l a s t  year 
conducted la r g e ly  through th e sch o o ls  re le a s e d  m illio n s  o f  
co in s from home banks and s im ila r  c o l le c t io n s  a t  a tim e when 
seaso n al b u sin e ss  expansion  th rea ten ed  a co in  sh o rta g e . More 
co in s than ev er are  needed t h is  y e a r , and re p o rts  o f  penny 
sh o rtag es a lre a d y  a re  coming from some s e c t io n s .

I t  i s  hoped th a t  banks, newspapers and o th e r  b u sin ess  
e n te r p r is e s  w il l  a id  in  the d r iv e .

Mrs, N e ll ie  Tayloe Ross, D ire c to r  o f  the M int, revealed  
th a t tw e n ty -fiv e  tons o f  e s s e n t ia l  m etals a re  being consumed 
each day^to meet c a l l s  fo r  o n e -cen t p ie c e s  a lo n e . She asked 
the American people to  a c ce p t as a wartime p a t r i o t i c  p r o je c t  
the n e c e s s ity  fo r  keeping sm all co in s  in  c ir c u la t io n  r a th e r  
than p erm ittin g  them to accu m ulate,

Mrs. Ross urged th a t o n e-cen t p ie c e s  p a r t ic u la r ly  be 
used as they a re  re c e iv e d , in  re g u la r  purchases a t  the s to r e s ,  
ju s t  as la r g e r  denom inations o f  money are  u sed , Coins should 
not be sen t to the U nited S ta te s  M int, but should be put to 
work in  one’ s own community.

Mrs, Ross suggested  th a t  where such co in s  have been a c 
qu ired  as sav in g s th a t  la r g e r  denom inations or War Stamps or 
Bonds be s u b s t itu te d .
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Mrs* Ross p o in ted  out th a t  the M ints have produced n e a rly  
th ree  b i l l i o n  pennies during th e p a st th ree  y e a rs , in to  which 
went 1 0 ,0 0 0  tons o f s t r a te g ic  m e ta ls . Some eleven  b i l l i o n  
o n e-cen t co in s  have been produced through the y e a rs , and. only 
a r e la t iv e ly  few have been re tu rn ed  to th e M ints as u n f i t  fo r  
fu r th e r  c i r c u la t io n .

Y e t, d e sp ite  the huge p o te n t ia l  supply o u tstan d in g , de
mand fo r  o n e-cen t co in s  to  meet b u sin ess  need s, as r e f le c te d  
in  r e q u is i t io n s  on the T reasury  from the banks, has been in  
ex cess  o f  p ro d u ctio n .

I t  was the m eta ls sh ortage th a t  fo rced  the Mint to  turn  
to th e  unpopular z in c -c o a te d  s t e e l  penny. R ecen tly , i t  was 
announced th a t prod u ction  o f th e s t e e l  cpin w il l  term in ate  
December 31• Arrangements have been made under a War Produc
t io n  Board a llo tm e n t to  u t i l i z e  old c a r tr id g e  cases  and some 
new copper in  a re tu rn  to a copper a l lo y  c e n t^ p ie ce .

- 0O0-
/
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for such b i l ls ,  whether on original issue or on subsequent purchase, and the amount 

actually received either upon sale or redemption at maturity during the taxable 

year for which the return is  made, as ordinary gain or loss.

Treasury Department Circular No. 418, as amended, and th is notice, pre

scribe the terms of the Treasury b i lls  and govern the conditions of their issue. 

Copies of the circular may be obtained from any Federal Reserve Bank or Branch.

o  ( 9  o
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Reserve Banks and Branches, following which public announcement w ill be made by the 

Secretary of the Treasury of the amount and nrice range of accepted bids. Those 

submitting tenders w ill be advised of the acceptance or rejection thereof. The 

Secretary of the Treasury exoressly reserves the right to accept or re je c t any or 

a l l  tenders, in whole or in part, and his action in any such respect shall be final. 

Subject to these reservations, tenders for $100,000 or less from any one bidder at 

99.905 entered on a fixed-price basis w ill be accepted in fu ll . Payment of accepted 

tenders at the prices offered must be made or completed at the Federal Reserve Bank 

in cash or other immediately available funds on 1QA/3

The income derived from Treasury b i l ls ,  whether in terest or gain from 

the sale or other disposition of the b i l l s ,  shall not have any exemption, as such, 

and loss from the sale or other disoosition'of Treasury b i lls  shall not have any 

special treatment, as such, under Federal tax Acts now or hereafter enacted. The 

b i l ls  shall be subject to estate, inheritance, g if t ,  or other excise taxes, whether 

Federal or State, but shall be exempt from a ll  taxation now or hereafter imposed 

on the principal or in terest thereof by any State, or any of the possessions of 

the United States, or by any local taxing authority. For purposes of taxation the 

amount of discount at which Treasury b i l ls  are originally sold by the United States 

shall be considered to be in terest. Under Sections 42 and 117 (a) (l)  of the 

Internal Revenue Code, as amended by Section 115 of the Revenue Act of 1941> the 

amount of discount at which b i l ls  issued hereunder are sold shall not be considered 

to accrue until such b i l ls  shall be sold, redeemed or otherwise disposed of, and 

such b i l ls  are excluded from consideration as capital assets. Accordingly, the 

owner of Treasury b i l ls  (otyier than l i f e  insurance comoanies) issued hereunder 

need include in his income tax return only the difference between the price paid
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H i*'—* . . .  ,The Secretary of the Treasury, by this public notice, invites tenders 

/ for $ l fQQ0^000.000 » or thereabouts, of 91^ -day Treasury bills, to be issued ; 

on a discount basis under competitive and fixed-price bidding as hereinafter pro

vided, The bills of this series will be dated November 18. 1943 > and will

mature February 17* 1944 , when the face amount will be payable without

interest* They will be issued in bearer form only, and in denominations of #1,000,
. .. . ;

$5,000, $10,000, $100,000, $500,000, and $1,000,000 (maturity value).

Tenders w ill be received at Federal Reserve Banks and Branches up to the 

closing hour, two o’ clock d. m., Eastern War time, Monday* November 15* 1943 _ ♦ 

Tenders w ill not be received at the Treasury Department, Washington. Each tender 

must be for an even multiple of $1,000, and the price offered must be expressed 

on the basis of 100, with not more than three decimals, e. g ., 99.925. Fractions 

may not be used. I t  is  urged that tenders be made on the printed forms and for

warded in the special envelopes which w ill be supplied by Federal Reserve Banks 

or Branches on application therefor.

Tenders w ill be received without deposit from incorporated banks and 

trust, companies and from responsible and recognized dealers in investment securi

t ie s . Tenders from others must be accompanied by payment of 2 percent t f  the face 

amount of Treasury b i l ls  applied for, unless the tenders are accompanied by an 

express guaranty of payment by an incorporated bank or trust company.

Immediately after the closing hour, tenders w ill be opened at the Federal
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The S e c r e t a r y  o f  th e  Treasury,  by t h i s  p u b l ic  n o t i c e ,  

i n v i t e s  tenders  f o r  $ 1 , 0 0 0 , 0 0 0 , 0 0 0 , or  th e re a b o u ts ,  o f  9 1 -day 

Treasury, b i l l s ,  to  be issued on a d iscount  b a s is  under compet

i t i v e  , and f i x e d - p r i c e  bidding as h e r e i n a f t e r  provided. The 

b i l l s  of  t h i s  s e r i e s  w i l l  be dated'November 18,  1943, and w i l l  

mature February 1 ? ,  1944,- when the  face..amount w i l l  be payable 

without i n t e r e s t .  They w i l l  be ' issued, in  b earer  form 'only ,  and 

in denominations o f  § 1 , 0 0 0 ,, $ 5 ,'0 0 0 ,' $ 1 0 , 0 0 0 ,: ^1 0 0 , 0 0 0 , ' f 5 0 0 ., 0 0 0  

and $ 1 , 0 0 0 , 0 0 0 ' (m atu r ity  value) , ' -  ‘ . w . $

Ten d ers .w i l l  be r e c e iv e d  at- Federal ,  R eserve  Banks and 
Branches up to  the c lo s i n g  hour, two o ’ c lo c k  p .m,,  Eastern  War 
time, Monday, November 15» 1943', Tenders-w il l ,  not be r e ce iv e d  
a t  th e .T r e a su r y  Department, Washington, ‘ Each -tender must .be 
f o r  an even m u lt ip le  o f  $ 1 -, 0 0 0 , and the p r i c e  o f f e r e d  must.be' 
expressed on th e  b a s i s  o f  1 0 0 , with not more.than th r e e  d e c i 
mals, e .  g . ,  9 9 . 9 2 5 ,  F r a c t io n s  may not be used. I t  i s  .urged 
t h a t  ten d ers  be made on th e  p r in ted  forms and.forwarded in  the  
s p e c i a l  envelopes which w i l l  be s u p p l i e d ,by Fe d e ra l  Reserve 
Banks or Branches on a p p l i c a t i o n  t h e r e f o r , .

Tenders w i l l  be re ce iv e d  without d ep os it  from incorporated  
banks and t r u s t  companies and from r e s p o n s ib le  -and recognized 
d e a le rs  in investment s e c u r i t i e s .  Tenders from oth ers  must be 
accompanied by payment of. .2 p ercent  of  th e  fa c e  amount of  
Treasury b i l l s  applied  f o r ,  u nless  the' tenders  a re  accompanied 
by an express guaranty o f  payment by an incorporated  bank or 
t r u s t  company. , ■

Immediately a f t e r  the c lo s in g  hour, tenders  w i l l  be opened 
a t  the  Fed era l  Reserve Banks and Branches,  fo l low ing  which pub
l i c  announcement will,  be made by th e  S e c r e t a r y  of  the  Treasury 
o f  the  amount and p r i c e  range o f  accepted  b id s .  Those sub
m it t in g  ten d ers  w i l l  be advised of th e  acceptance  or r e j e c t i o n  
t h e r e o f .  The S e c r e t a r y  of th e  Treasury e x p re ss ly  re se r v e s  the  
r i g h t  to accep t  or r e j e c t  any or a l l  te n d e r s ,  in whole or in 
p a r t ,  and h is  a c t io n  in any such r e s p e c t  s h a l l  be f i n a l .  Sub
j e c t  to  th e s e  r e s e r v a t i o n s ,  tenders  f o r  $ 1 0 0 , 0 0 0  or  l e s s  from

39-46 (Over)
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any one b idd er a t  9 9 .9 0 5  en tered  on a f ix e d -p r ic e  b a s is  w i l l  be 
accep ted  in  f u l l .  Payment o f accep ted  ten d ers  a t  th e  p r ic e s  
o ffe re d  must be made or completed a t  th e  F ed era l R eserve Bank 
in  cash  or o th er im m ediately a v a ila b le  funds on November 18,1945*

The income d erived  from T reasury  b i l l s ,  w h e th e r 'in te r e s t  or 
gain  from th e  s a le  or o th er d is p o s it io n  o f th e b i l l s ,  s h a l l  not 
have any exem ption, as such, and lo s s  from th e  s a le  or o th er d is 
p o s it io n  o f  Treasury  b i l l s  s h a l l  n ot have any s p e c ia l  trea tm en t, 
as such, under F ed era l ta x  A cts now or h e r e a f te r  en acted . The 
b i l l s  s h a l l  be s u b je c t  to  e s t a t e ,  in h e r ita n c e , g i f t ,  or o th er 
e x c is e  ta x e s , whether F ed era l or S t a t e ,  but s h a l l  be exempt from 
a l l  ta x a tio n  now or h e r e a f te r  imposed on th e  p r in c ip a l  or in t e r 
e s t  th e r e o f  by any S ta te ,, or any o f  th e  p o ssess io n s  o f  th e  
U nited S t a t e s ,  or by any l o c a l  ta x in g  a u th o r ity . For purposes 
o f ta x a tio n  th e  amount o f d isco u n t a t  which Treasury b i l l s  are  
o r ig in a l ly  so ld  by th e  U nited  S ta te s  s h a l l  be con sid ered  to  be 
i n t e r e s t .  Under S e c t io n s  42 and 117, (a )  (1 )  o f  th e  In te r n a l  
Revenue Code, as amended by S e c tio n  115 o f  th e  Revenue A ct of 
1941* th e  amount of d iscou n t a t  which b i l l s  issu ed  hereunder are 
so ld  s h a l l  not be con sid ered  to  a ccru e  u n t i l  such b i l l s  s h a l l  be 
so ld , redeemed or o th erw ise d isposed  o f , and such b i l l s  a re  ex
cluded from co n s id e ra tio n  as c a p i t a l  a s s e t s .  A ccord in g ly , the 
owner o f T reasury b i l l s  (o th e r  than l i f e  in su ran ce  companies) 
issu ed  hereunder need in clu d e in  h is  income ta x  re tu rn  only the 
d if fe r e n c e  between th e  p r ic e  paid  fo r  such b i l l s ,  whether on 
o r ig in a l  is s u e  or on subsequent p u rch ase, and th e  amount a c tu a lly  
re ce iv e d  e i th e r  upon s a le  or redem ption a t  m atu rity  during the 
ta x a b le  y ear fo r  which th e  re tu rn  i s  made, as ord in ary  gain  or 
l o s s .

T reasu ry  Department C ir c u la r  No, 418 , as amended, and th is  
n o t ic e ,  p r e s c r ib e  th e  term s o f th e T reasury  b i l l s  and govern the 
co n d itio n s  o f t h e i r  is s u e . ‘Copies o f th e  c i r c u la r  may be ob
ta in e d  from any F ed era l R eserv e 'B an k  or B ranch,

-oOo-



Forty-three thousand posters,

^notifying Americans who own foreign property that they are 

required to file reports describing their holdings before 

December were mailed by the Treasury today for display in 

the lobbies of every postoffice in the United States.

The poster, prepared in cooperation with the Office 

of War Information, states the government needs this information 

for immediate use by our occupational and military authorities and 

by the agencies which are waging economic warfare.

Those who own foreign bonds payable in American dollars,
J V

regardless of value, oi any other kind of foreign properly with a 

value of #10,000 or more, are advised they can procure the

necessary TFR-500 report forms from their bankers, their nearest
IfCrnv

Federal Reserve Bank, or Foreign Funds Control, Treasury Department/v
Washington, D. C. ^Willful failure to file is subject to criminal 

penalties, it is pointed out.



Forty^three thousand poster«, 14 x 20 inches in size, 

notifying Americans who own foreign property that they are 

required to file  reports describing their holdings before 

December 1st, were mailed by the Treasury today for display in 

the lobbies of every postoffice in the Dhited States*

The poster, prepared in cooperation with the Office 

of War Information, states the government needs this information 

for immediate use by our occupational and military authorities and 

by the agencies which are waging economic warfare*

Those who own foreign bonds payable in American dollars, 

regardless of value, of any other kind of foreign property with a 

value of |10,000 or more, are advised they can procure the 

necessary TFR-500 report forms from their bankers, their nearest 

Federal Reserve Bank, or Foreign Funds Control, Treasury Department 

Washington, D* C* Willful failure to file  is subject to criminal 

penalties, i t  is pointed out*



TREASURY DEPARTMENT 
Washington

FOR RELEASE, MORNING NEWSPAPERS, P ress S e rv ic e
F rid a y , November 1 2 , 1943# No. 39-47

F o r ty -th re e  thousand p o s te r s ,  n o t ify in g  Americans 

who own fo r e ig n  property th a t  they a re  requ ired  to  

f i l e  re p o rts  d e sc r ib in g  t h e i r  h old in gs b e fo re  

December 1 , were m ailed  by the Treasury  today fo r  

d isp la y  in  the lo b b ie s  o f  every  p o st o f f i c e  in  the 

U nited S ta te s *

The p o s te r , prepared in  co o p era tio n  w ith the Of

f i c e  o f War In fo rm a tio n , s t a t e s  the Government needs 

th is  in fo rm atio n  f o r  immediate use by our o ccu p atio n a l 

and m il i t a r y  a u th o r it ie s  and by th e  a g en c ies  which 

are  waging economic w a rfa re .

Those who own fo re ig n  bonds payable in  American 

d o l la r s ,  re g a rd le s s  o f  v a lu e , o r any o th e r  kind o f  

fo re ig n  p ro p erty  with a value o f  $ 1 0 ,0 0 0  o r more, a re  

ad vised  th ey  can procure the n e ce ssa ry  TFR-50Q re p o rt 

forms from th e ir  b an k ers, t h e i r  n e a re s t  Fed eral Reserve 

Bank, or from Foreign  Funds C o n tro l, T reasu ry  D epart

ment, W ashington, D. C.

W illfu l  f a i lu r e  to  f i l e  i s  s u b je c t  to  crim in a l 

p e n a lt ie s ,  i t  i s  p o in ted  o u t.

-oOo



$2,400 but not over $4,000, (c) 5 percent i f  the to ta l compensation for 

the year 1941 was over $4,000 but not over $7,500.

Base salary for purposes of th is statement means salary exclusive 

of bonuses and other forms of additional compensation.
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that no application for approval is  necessary to pay bonuses for the bonus 

year 1943 or subsequent years i f  such bonuses meet any one of the following 

conditions:

1. I f  the employee’ s base salary has not been increased since October 3 , 

1942 (in the case of salaries of more than $5,000 per annum) or October 27,

1942 (in the case of salaries of $5,000 or less per annum), as the case may 

be, he may be paid a bonus which does not exceed the higher of the following 

amounts:

(a) The dollar amount paid for the employer’ s la s t accounting year ended 

prior to October 3, 1942, or (b) the dollar amount of a bonus authorized 

under the Salary Stabilization regulations for the employer’ s f i r s t  account

ing year ending after October 3 , 1942, provided the bonus does not exceed 

50 percent of the base salary.

2. I f  the employee’ s base salary has been increased since October 3, 

1942, he may be paid a bonus not to  exceed the sane dollar amount of bonus
\

paid him for the employer’ s f i r s t  accounting year ending after October 3,

1942, provided the bonus does not exceed 20 percent of his present base salary.

3. I f  the employee has been paid regularly, in accordance with an 

established policy of the employer, a bonus based on a percentage of base 

salary, such bonus payment may be made, regardless of dollar amount, provided 

the percentage has not been changed since October 3, 1942 or October 27,

1942, as the case may be.

4 . An employee may also be paid a bonus which, together with a ll  other
I

compensation for personal services, does not increase his to ta l compensation 

for the current year over the to ta l earned in the calendar year 1941 by more 

than (a) 15 percent i f  the to ta l compensation for the year 1941 was $2,400 or 

less , (b) 10 percent i f  the to ta l compensation for the year 1941 was over

M W
■



TREASURY DEPARTMENT 
Washington

more comprehensive rules to guide employers in determining what bonus 

payments may be made to employees under his jurisdiction without formal 

application for approval under the Salary Stabilization Program.

Subject to certain lim itations, the general e ffect of today’ s sta te

ment is  to enable employers to pay bonuses without obtaining prior approval 

i f  the bonuses do not exceed amounts paid in the 1941-1942 period.

The bonus statement includes payments bsteed on percentages of p rofits , 

percentages of sa laries, percentages of sales by other employees (commonly 

called over-riding commissions) and similar percentage payments, but does 

not include ordinary commission payments to salesmen based on th eir own 

individual sales. In the case of commission payments to salesmen based on 

their own individual sales, Commissioner Hannegan has previously granted 

approval for the payment of any commissions earned through December 31, 1943, 

provided that the rate of commission and the amount of any other compensation 

has not been increased since October 2 , 1942.

While today’ s statement outlined the conditions under which bonus pay

ments may be made without prior approval, Commissioner Hannegan explained

ffhe purpose of- tod-aŷ -s—s tatement -

pi f UJJLw X

that other types of bonuses may also be paid i f  submitted to him for approval 

and receive his approval. The purpose of the statement is  to advise employers



TREASURY DEPARTMENT 
Washington

POR RELEASE, MORNING NEWSPAPERS, Press Service
Sunday, November 14, 1943. Tin
il-1 2 -4 3  ----------------------  ̂ *

Commissioner of Internal Revenue Robert E. Hannegan today 

issued more comprehensive rules to guide employers in determin

ing what bonus payments may be made to  employees under his 

ju risd iction  without formal application fo r approval under the  

Salary S tab ilization  Program.

Subject to certain  lim itation s, the general e ffect of 
today’ s statement is to enable employers to pay bonuses without 
obtaining p rior approval i f  the bonuses do not exceed amounts 
paid* in the 1941-1942 period.

The bonus statement includes payments based on percentages 
of p ro fits , percentages of sa la rie s , percentages of sales by 
other employees (commonly called  over-riding commissions) and 
sim ilar percentage payments, but does not include ordinary com
mission payments to salesmen based on th e ir  own individual sa le s . 
In the case of commission payments to  salesmen based on th e ir  
own individual sa le s , Commissioner Hannegan has previously granted 
approval for the payment of any commissions earned through Decem
ber 31, 1943, provided th at the ra te  of commission and the amount 
of any other compensation has not been increased since October 2, 
1942.

While today’ s statement outlined the conditions under which 
bonus payments may be made without prior approval, Commissioner 
Hannegan explained th at other types of bonuses may also be paid 
i f  submitted to him fo r approval and receive his approval. The 
purpose of the statement is  to  advise employers th at no applica
tion fo r approval is  necessary to  pay bonuses fo r the bonus year 
1943 or subsequent years i f  such bonuses meet any one of the 
following conditionsj

1 . If  the employee’ s base salary  has not .been increased 
since October 3, 1942 (in the case of sa la rie s  of more than §5,000  
per annum) or October 2?, 1942 (in the case of sa la rie s  of $5,000  
or less per annum), as the case may be, he may be paid a bonus 
which does not exceed the higher of the following amounts:



2
(a) The dollar amount paUd fo r the employer's la s t  accounting 
year ended p rior to October 3, 1942, or (b) the d ollar amount of a 
bonus authorised under the Salary S tab ilization  regulations fo r the 
employer's f i r s t  accounting year ending a f te r  October 3, 1942, pro
vided the bonus does not exceed 50 percent of the base sa la ry ,

 ̂ the- employee's base salary  has been Increased sine a
October 3* 1942, he may be paid a bonus not to  exceed the same 
dollar amount of bonus paid him fo r  the employer's f i r s t  account- 
ing year ending a f te r  October 3, 1942, provided the bonus does not 
exceed 20 percent of his present base sa lary ,

. 3« I f  the employee has been paid reg u larly , in accordance
with an established policy of the employer, a bonus based on a 
percentage of base sa lary , such bonus payment may be made, regard
less of d ollar amount, provided the percentage has not been changed 
since October % 1942 or October 27, 1942, as the case may be*

4 , An employee may also be paid a bonus which, together with 
a l l  other compensation fo r personal serv ices , does not increase  
his to ta l  compensation fo r the current year over the to ta l  earned 
in the calendar year 1941 by more than (a ) 15 percent i f  the to ta l  
compensation fo r the year 1941 was #2 *400 or le s s , (b) 10 percent 
i f  the to ta l  compensation fo r the year 1941 was over $>2*,400 but 
not over $4»000, (c )  5 percent i f  the to ta l  compensation fo r the 
year 1941 was over #4,000 but not over #7,500,

,Base salary  fo r purposes of th is  statement means salary  
exclusive of bonuses and other forms of additional compensation*

-oGo-
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have no taxes, or soma taxes, o r more taxes than th a t.

The question is  whether we shall do everything possible to 

avoid in fla tio n . I recognize that taxes cannot ao the whole 

job. We need wage s ta b ilisa tio n , rationing, price co n trol, 

and other things. The figh t on in fla tio n  is  in d iv isib le .

I uo not say that we can prevent nineway in fla tio n .

**. But at th is eleventh hour m  s t i l l

r have a chance. I hope we -will take that chance -• that we

-Mill grasp the n e ttle  before I t  is  too l a te .
V N

_____ __



released by the Federal Reserve Board indicates th at  

business deposits, both corporate and non-corporate, 

to ta lled  $30 b illio n  on July 31, 1943. 1 /  dbile a ll  of 

these deposits would not be fully available fo r conversion 

to peacetime operations, and to provide storking cap ita l  

needed to maintain a high level of peacetime employment and
■-V

production, I t  is  k&raly stretching s point to say that 

they re f le c t  a generally liquid condition.

Conclusion ^-------- -------- —-^5*

I hope the fa c ts  I have placea before you this evening 

make cle a r m  Issue ¿hich has become blurred in much 

discussion. eldca ere the outlines of an economic problem 

so black ana white. The question is  not whether m  shall

have no taxes

17..^ITTtTsiTcs..cT*’lT eidsiT ,lI^ihiHErp7,! ------- ~
B u lletin , October 1943.
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Corporate Cask Position

I have heard the argument that these high undistributed

p ro fits  are invested in crick  and mortar* ano that they are 

not available as liquid funds to be usea in p ostw ar a c t iv ity .  

However* recent studies show hat liquid assets of corporations 

have risen  even fa s te r  than retained earnings.
i

Mon-financial corporations increased th e ir  holdings of 

currency, bank deposits, and United S tates Government 

se cu ritie s  by $12 b illio n  during the im  years 1941 and 1942 

according to tn estimate prepared by the S ecu rities and 

Exchange Coamission* I f  the accumulation of liquid assets  

In the f i r s t  h alf of 1943 should continue at the present rate  

through the year, the to ta l increase would be $25 b illio n  

for the three years 1941, 1942 ana 1943. A study ju st

released by



for the year 1943* But taxes, even of th is magnitude, have 

failed  to keep up with the mad pace of increased earnings.

For the year 1942 corporations will have l e f t  a f te r  taxes 

nearly $8 .5  b illio n ; and la  1943, nearly $9 .2  b illio n .

In 193? they had l e f t  less  than $4 b illio n .

Ho? have our high war taxes substantially affected  

dividends paid. The average of dividends paid for the years  

1936 to 1940 was $4 .1  b illio n ; the highest figure|was 

$ 4 .8  b illio n  in the year 193?. For the years 1941, 1942, 

ana. 1943, dividends are estimated a t $4 .3  b illio n , $4 .1  b illio n  

and $ 4 .0  b illio n  resp ectively . Even a fte r  taxes and dividends 

are paid, the corporations of the country, including loss  

corporations, will have accumulated for the years 1942, 1943, 

and 1944 over $15 b illio n  of undistributed corporate p ro fits ;

Corporate Cash Position

I have heard



Corporate ft a r Earnings

The argument has bean made that these Increases drain  

l i f e  blood of corporations* This emotional argument ignores 

some s ta rtlin g  figures which have been submitted to the ays 

and Means Committee. Corporate p ro fits  (excluding dividends 

received) «frill reach the estimated level of $22 .6  b illio n  

for the calendar year 1143. The estim ate fo r 1944 is  

$24.5  b illio n . These p ro fits  are more than four times 

corporate p ro fits  fo r the year 193?, «hieh was one of the 

most prosperous years of the T h irtie s .

Texes have also risen , i t  is  tru e ; they have been 

multiplied many tim es. Total corporate l ia b i l i t i e s  for 

income and excess-p ro fits  taxes, amounted to slig h tly  over 

$1-1 /4  b illio n  fo r  1937. They have climbed to $13-1/2  b illion

for the
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lac r *  sea Corporate faxes >

The Scoretary’ s recommendations to the fays sad Mesas 

C om ities included additional corporate taxes of $1*1 b illio n . 

The proposal was th at the surtax rate of small corporations 

be increased 4,i and those of large corporations 1 0 i , making 

for the large corporations a combined normal ana surtax rate  

of SOS* Ho additional excess p ro fits  taxes were suggested*

To promote p ostw ar liquidity the Treasury also suggested 

a procedure for acceleratin g  the payment of refunds

attrib u tab le to the loss carryback provision. This la s t  

item would have been p articu larly  helpful to small business,

"hioh l * ®or# ‘ Pk fa,ve * ° eO " *  0Mh

Corporate M r Earnin :s 
The argument has



• 3? *

Those #ho received & ca n ce llâ tIon of three-quarters of 

of 1942 tex l ia b i l i ty  are in no position to argue that taxes  

take acre than 1U0£ of income. The payment cue Unroh 15,

1944, of pert of 1942 unoancelleu tax l ia b i l i ty  cannot fa irly

be usea to prove confiscation of 1944 incomes, th is  is

a tax on 1942 income. I f  the taxes on the income of t«o ]

or more years are eased together and compared aith  one y e a r 's

income, i t  is  of course possible to reach a tax of more than

1QQ£ of one y e a r 's  net income. But i f  we take two years of

taxes Into the comparison m  shoula also take two years of

a c t  income• As a m atter of f a c t , the cancellation  of 3 /4  of

the tax on 1942 incomes was a w indfall, -making i t  easier,

not harder, to pay tax on 1944 income.

lucresaed Corporate Taxes [
The S ecretary ’ s re commandât iocs



The argument against additional income taxes Is

dramatized in statements to the e ffe c t that our existin g  

tax ra tes  are confiscatory then we combine th e ir  load with 

a required payment next March of uncancelled 1942 l ia b i l i t i e s  

and sta te  income taxes* I t  is  said that some of our most 

fortunate citizen s would have to pay a tax amounting to 

more than th e ir  y e a r’ s income and that at the end of the 

year they would owe money fo r  the p rivilege of liv in g .

The most ch aritable word for such statements is  that 

they are misleading* The ignored fa c t  is  th at the Federal 

income tax allows fo r the deduction of sta te  income taxes  

In computing net income. !4o m atter how high the Federal and 

S tate rate schedules may be, the combination of the two can 

never resu lt in a tax on one y e a r’ s income in excess of 

100 ,i  of net income.

Those who received



In an attempt to prove that American taxes are too

high i t  is  argued that taxes in  the IM ted S tates are higher 

in terns of d ollars per capita than in the United Kingdom and 

Canada* This argument i s ,  of course, »holly fallaciou s*

Per cap ita  taxes are not an Indication of real burden.

The proper te s t  i s  the relatio n  o f taxes to the inoomes of 

taxpayers. The burden of American taxes is  lig h te r  than 

the B ritish  and Canadian loads in terms of »hat counts -  

income remaining a f te r  taxes* 1 /

The argument against

1 /  A mimeographed study, "Comparison of Taxes in the United 
~  S tates , United Kingdom and Canada," may be obtained from 

the division of Public Relations, Treasury Department, 
Washington, D* C*



Capacity to Fay

F in ally , i t  is  contended th at the American people do not 

have additional capaoity to pay more ta x e s . But here are f a c ts .

* J
Comparing the f i s c a l  year 1044 with 1940, income payments to

individuals show an increase of about $75 b illio n ; in the same

period individual income taxes have increased only about $18 b illion  
H

a y ear. In other words, the present tax system is  absorbing only 

about 1/ 4  of the increase in annual income payments generated by 

defense and war a c t i v i t i e s .  The question is  not whether the 

American people can afford to pay higher ta x e s , but whether they 

can afford not to pay them.

In an attempt



-  33 -

against waste is  lik e  being against s in . Mon-war expenditures, 

exclusive of in te r e s t , are a t  the low level of $4 b illio n . 

Curtailments of magnitude are possible only in connection with 

war expenditures. Here possible reductions •— by "possible"

1  mean curtailm ents which w ill not impair the war e ffo r t  — do 

not loom very la rg e .

From the standpoint of in f la tio n i spendable income would 

s t i l l  remain fa r  in  exoess of available goods. Even a reduction  

in  expenditures of $10  b illio n  would do no more than give a $10.5  

b illio n  program a b e tte r  chance to hold in flation ary  spending 

power and government debt within manageable lim its . I t  would 

give us a greater margin of safe ty  in war finance, but i t  would 

not d e tra ct from the pressing need fo r additional taxes sufficiently  

to  ju s tify  a lower program.
Capacity to Pay 

F in a lly , i t  is



individuals in  these lew income brackets bear a disproportionate  

■bare of the existin g  tax  load, both Federal and s ta te .

hers who oppose the Treasury's tax  program a s s e r t  th at  

additional taxes are  not necessary i f  we would c u r ta i l  government 

expenditures. They o ffer economy as a su bstitu te fo r  increased  

ta x e s . They urge th at a reduction in  government expenditure# 

would completely obviate the need fo r additional taxes .

I t  should not be necessary for ae to aay that the Treasury 

i s  in sympathy with the objective of cu rta ilin g  a l l  expenditures 

which may safely  be deferred u n til a f te r  the war. The Secretary  

has been In the forefront working for oooneif* f t m  tin e to 

tin e  he has made recommendations fo r  cutting governmental 

expenditures, many of which have been pnt into  effect. But being

against waste
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individual cases* When we do so we find that the margin of 

disposable income over and above wartime needs is  & narrow 

one fo r many fam ilies* Out of 67*3 m illion income reoipients  

58*2 m illion receive incomes of less  than $3 ,000 . In the 

aggregate these persons receive $96*2 b illio n  before personal 

taxes* This appears to  be a f ru itfu l  source of additional 

taxes u n til we compute the number of d ollars per income recipient*  

That figure is  about $1,650 per recip ien t before ta x e s , or about 

$1,500 a f te r  taxes* I t  does not leave much opportunity for  

in flation ary  spending*

To impose additional taxes so heavy that they would cut

lisff

ilipll

iSSl!

f e 

sta
into th is  margin would be fa lse  econosgr* I t  would deprive workers

of basic n ecessities  and thus undermine th e ir  productive

efficien cy  and morale* Moreover, we should not forget that
| jf|g||
illindividuals in these
5 66 1 
w inÉ: :

SIM

i

Hi]



net incoxae; $3*5  b ill io n , op more than h alf of the to ta l ,  would 

hare been paid by Income groups under $5,000 of net income« 

faking additional corporate taxes, excise taxes, and esta te  and 

g if t  taxes into the equation, $5 .4  b illio n , or about one-half of 

the to ta l  additional taxes proposed by the Treasury, would have 

been paid by the income groups under $5 , 000«

I t  i s ,  of course, true that much of our increased national 

income has gone to persons with low or modest incomes« But i t  is  

also  true th at the incomes of m illions of fam ilies s t i l l  f a l l  

fa r  short of adequate liv in g  standards. The f a c t  that a large  

proportion of the $157 b illio n  of income payments estimated for 

the calendar year 1944 w ill go to persons with incomes of $3,000  

and le ss  does not mean th at the taxpaying a b ility  of these millions 

of persons is  su b stan tial, f e  must look behind aggregates to

individual cases.
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a net loes of about 9 m illion taxpayers* they would have paid

a Victory tax of only about $300,000,000* th is  is  a very small 

part of the to ta l  of $24 b illio n  of individual income taxes that 

would have been payable under the Treasury program* The 

elimination of the Victory tax was recommended as a sim plification  

measure as well as on grounds of equity* I t  is  l i t e r a l ly  

impossible to make the income tax su ffic ie n tly  simple fo r the 

average taxpayer without eliminating the V ictory tax with i t s  

disparate income tax base and exemptions. This makes i t  unnecessary

to discuss the equities of an increase in tax upon a married man 

with an income of le ss  than $1200 a year*

Of the increased income taxes proposed by the Treasury — 

$6.63 b illio n  in to ta l  Including refundable taxes — $1*6 b illion  

would have been paid by the income groups under $3,000 of

net income;



$5,000 a y ear. I t  does not, of course, demand higher taxes from

eve, receiving less  than $5 ,000 . Some of these people have

incomes berely above subsistence le v e ls . Just because the Treasury

program did not c a ll  for heavily increased taxes on everyone

below $5 ,000 , some c r i t i c s  have charged that i t  was inconsistent

with the S ecretary ’ s statement* The sophistry of th is  charge

must be self-evid en t. One might as wel3i say] that because people

over 18 are e lig ib le  to apply for drivers* licen ses, everyone
f  / i-7  T  '

over 18 should be permitted to drive a c a r .

We should be careful to understand p recisely  which individuals 

are treated lig h tly  by the Treasury program. I t  is  true that the 

elimination of the Victory tax relieves 11 m illion taxpayers from 

the burden of that ta x . But the lowering of the personal exemption 

brought back into the fold about 2 m illion taxpayers, leaving
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Arguments g a in s t  the Treasury Program 

Three principal arguments have been rn.de against the 

Treasury* s affirm ative program* I should lik e now to repeat 

these arguments for you and l e t  you decide how well they meet

the issue*

the Program JmmmUm* ReachfrInflationary h ollars  

The f i r s t  argument is that the Treasury program in i t s  

attempt to help control in fla tio n  does not dip into the income 

brackets where in flation ary  d ollars are most menacing* In his 

statement before the lays and Means Committee the secretary  

saidi •fou r-fifth « of a l l  the income of the Nation i s  going to  

people earning less  than $5,000 a year*H Consistent with this  

principle the Treasury program does c a l l  fo r substantially  

increased taxation of a large number of taxpayers with less  than

$5,000  a y ear,
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F in ally , thare is  a compelling wartime objection to a tax  

on Increases of income« Increases of income have been received
j

in large part by person® who are working overtime and women who 

have gone into industry to help the war e ffo rt  and the family 

income« Where a son or husband has entered the armed services«  

the family income is  lik ely  to be reduced, even though the wife 

or another member of the family receives a larger income now 

than in the base period« Many recip ien ts of increases in income 

have moved to high-cost defense areas« If we imposed a substantial 

tax on these increases, we would be impairing the incentive of 

many workers to continue in v ita l  war production* 1 /

1 /  F ir tHer Informa t ion on taxatl<
Income may be obtained by j j i l  |  |___ __________
Means Committee for Part I of the Unrevised Bearings on 
Revenue Revision of 1943«

Three principal arguments



k tax on increases of income is  objectionable on even more 

p ra c tica l grounds. One has to  find some normal standard against 

which increases may be measured, say, income fo r the year 1939. 

Most of our m illions of taxpayers do not know th eir income for 

previous y ears. The Bureau has received no returns for e a r lie r  

years from most of these taxpayers. Even i f  the amount of income 

for the base year were determinable, i t  would s t i l l  be necessary  

to d iffe re n tia te  between normal and war in creases. Hie modest 

increase in the salary  of a postman, f i r  «nan, or a college  

professor, in  accordance with an established promotion schedule, 

is  an example of a normal in crease . Equitable d ifferen tia tio n  

between normal increases in income and increases d ire c tly  

connected with war p ro fits  would e n ta il more r e l ie f  provisions 

than are contained in the corporate excess p ro fits  tax*

f in a lly , there is  a
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account both d ire c t price increases and in d irect tax-induced 

increases in food p rices , i t  is  estimated th at the co st-o f-liv in g  

index would rise  about 10  per cent* 1 /

fax on Increases in Income

}A tax on increases in income is  no happier solution of our 

d ifficu lty *  The philosophy of such a tax would, of course, be 

extremely d if f ic u lt  to defend. We would be saying that two 

individuals with the sane income should be paying a d ifferen t 

ta x . Moreover, we would be saying that the higher tax was 

payable by the person who had received less  income in previous 

years* He might very properly reply that h is a b ility  to pay was 

less than that of the person who had received the greater income 

in previous years*

A tax  on in c r e a s e s

17 Purtter^lnfoi^ Ille,Tlslale¥T,TaT,my, beabtaTne^
to the House Ways and Means C om ittee for Part 11 of the 
Unrevised Hearings on Revenue Revision of 1943.



they respond to the p arity  index, k ten percent sales tax on 

a reasonable! broad basis would increase that index by 6 or 7 

percent. The operation of the p arity  formula would immediately 

raise  parity  p rices for ag ricu ltu ral commodities by 6 or 7 

percent. Ceiling and support p rices of various products would 

probably have to be adjusted to take the change in p arity  into 

account.

Thus, i f  a 10 percent sales tax had become effectiv e  on 

July 1 , 1948, estim ates indicate that there would have been an 

average increase of 6 percent in r e ta i l  food prices during 1944^ 

exclusive of the ta x . When the 10 percent tax is  included, this 

increase would ra ise  food costs by approximately 16 percent. 

Moving over from food p rices to the overall cost of liv in g  index 

which includes many items not subject to ta x , and taking into

account both
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in to lerab le . Here again, valuable manpower would not be 

employed in i te  most productive cap acity . I t  might be worth 

while to undertake this new adm inistrative task i f  the sales  

tax were well adapted to our present economic s itu a tio n . But 

i t  is  n ot. While i t  is  true th at sales tax  d ollars would absorb 

some disposable income, i t  is  also  true that the imposition of 

•m m h

in the cost of liv in g  index. The control of wages is  geared to 

th is  index, and i t  would he almost in v is ib le  to r e s is t  demands 

for increased wages based upon an increased co st of liv in g .

D irectly  or in d ire c tly , the ce ilin g  and support p rices of 

most farm products are linked to  farm p arity  prices# This link  

means th at these prices are re la tiv e  rath er than fixed , and that

tax upon a l l  a r tic le s ^  would immediately cause an increase

they respond to
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would have to he policed. Trained personnel, automobiles, 

t i r e s ,  gasoline and accounting machines would be required* I t  

is  a t  le a s t doubtful whether an adequate force and su fficien t  

f a c i l i t ie s  could be obtained. But assuming that they could, 

adequate enforcement of the tax would d iv ert valuable manpower 

and equipment, which might b etter be employed in more fru itfu l  

endeavors.

yj j C ollecting the tax  i s  not only a problem for the Bureau.

Merchants would be required to keep adequate records which

| B
would generally involve en tries not needed for ordinary 

accounting or income tax purposes. This burden, superimposed 

upon rationing and price control d u ties, would be almost

intolerable* here again,

I
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a disproportionate tax  load upon the low income groups. This 

objection is  even more cogent in wartime, since a tax which 

infringes on an adequate standard of living cannot f a i l  to  

impair workers1 morale and hurt production*

In th is  p articu lar war there are additional p ra c tica l

■ fa f
objections, A. fed eral r e t a i l  salesw ould be a new ta x . I t  

would impose upon the Bureau of Internal Revenue an added 

adm inistrative burden out of a l l  proportion to the burden of 

co llectin g  an equal amount of additional revenue from existin g  

taxes, k 1 (J^ tax with no exemptions whatever would produce 

about IS b illio n  Imiitfffi of revenue annually. I t  would have 

to be co llected  by more than 2 1/2  m illion business

establishments scattered  throughout the United S ta te s . The 

1QJ6 ra te  would stimulate evasion. kl\ bus in css establishments

would have to be



Putting tilings a l i t t l e  less p o e tica lly , the dog’ s t a i l  is  being 

cut off just behind the e a rs . The la te s t  returns from the lays  

and Means Consaittee showed a to ta l  of a l i t t l e  more than 

$2 b i l l io n ;

i s  X have said , part of the S ecretary ’ s program was negative, 

Before 1 pass on to a discussion of the proposed increases in  

taxes I would like to give you the reasons for the Treasury’ s 

opposition to a Federal r e ta i l  sales tax and a tax on increases  

in individual income.

The Sales Tax

Since I  am discussing wartime taxes th is evening, I shall 

not s tre ss  the inequity of a fed eral sales ta x . The standard 

peacetime objection to such a tax is  that i t  imposes

a disproportionate tax
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The Treasury Program

On October 4 , 1943, the Secretary of the Treasury 

presented to the Ways and Means Committee the recommendations 

of the Treasury and of the President for new 1943 revenue 

leg islatio n * The to ta l  additional taxes recommended came to 

$10.8  b illio n  fo r a fu ll  year of operation. Of th is  to ta l  

$6 .8  b illio n  consisted of additional individual income taxes, 

some part of which might be made refundable a fte r  the war;

$2*8 b illio n  of excise taxes; $1 .1  b illio n  of corporate taxes; 

and $ .4  b illio n  of esta te  and g if t  ta x e s . In addition, the 

Secretary recommended against a general r e t a i l  sales ta x , and 

against a tax on increased earnings of individuals.

In parenthesis, I might say that the Treasury’ s affirm ative  

recommendations are displaying d efin ite  intim ations of m ortality .

Putting things



no dosed  ru le , and amendments may be made on the floor in the

course of debate. F in ally , a b il l  is passed by the Senate.

I t  my be a to ta lly  d ifferen t b il l  from the House b i l l .  The two 

b ills  are sent to the Conference committee for reco n cilia tio n .

The Conference committee consists of the ranking members 

of the lays and Means C om ittee and the finance Committee. Its  

job is to compromise the d iffering  House and Senate b il ls  into 

one b i l l .  Hew matter is  not "in conference". The sessions of 

the Conference committee are a l l  se c re t . Every difference between 

the two b ills  must be discussed in d e ta il . Either the House 

or the .^Senate, acting through i ts  group, must recede from the

on of i t s  p rincip al. When a l l  co n flic ts  are resolved,

a new b ill  Is w ritten, which must again be passed by both

the House and the Senate. Customarily each of these bodies

approves the action of i ts  conferees

The Treasury Pr ogram 

On October 4 , 1043
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and a l l  other recommendations, are discussed a t length. Facts and Ŵ m
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arguments a rt presented by members of the Treasury s ta ff  and the 

experts of the Joint S taff of the Committee. Votes are taken on 

sp ecific  motions and a t  long la s t  a b il l  emerges from a thicket 

of obscurity. This b il l  is  drafted , not by the Treasury, tut by 

the le g isla tiv e  s ta f f  of Congress. The b i l l  is  then sent to the 

House flo o r, usually with a rule lim iting amendments from the 

flo o r, a vote is fin ally  taken, and a b il l  is  passed by the Bouse, f g  

This h il l  is sent to the Senate.

Bistory repeats i t s e l f  before the Senate Finance Committee.

I
Again the Secretary and his s ta ff  appear personally» Again public 

witnesses te s tify  in open session» Again there is a secret  

Executive session* At length, a b i l l  is sent by 'the Finance 

'Committee to the Senate flo o r. In the Senate there can be

no closed rule,

mmhi i
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revenue b il l  usually s ta r ts  with the submission of

recommendations to the Ways and Means Committee by the Secretary  

of the Treasury. The Secretary appears before the Committee, and 

he and his s ta ff  are questioned by most of the 25 members. This 

process m y occupy one or two days. Public hearings follow. At 

these hearings, we have what Holmes once called  ’’’free trade in 

id e a s .w Witness a fte r  witness, some appearing individually and

others speaking on behalf of chambers of commerce, business

organisations, labor unions, and other groups, espouse and press 

their interests^ Sometimes, I am bound to say  ̂th eir very se lfish

in terests

A lter two or three weeks of testimony the Ways and Means 

Committee shuts the door, and goes into Executive, or se cre t, 

session. In 'th is  session the recommendations of the Secretary,

and a l l  other



The Tax Legislative Process
- - - r T —  ----------------------» 4      „■■■—■ it—»-

I f  th is be tru e , one might well say: "L e t’ s have some taxes

in a h u rry .* In flation  waits for no body of men -  not even the

Congress of the United S ta te s . But tax b il ls  take time. They

aren’ t b u ilt in a day. The Constitution places the power to levy

taxes in the Congress. Ail the Treasury can do in a time of

c r i s i s —or, fo r  that m atter, a t any other time—is  to place i t s

recommendations before the Congress. I ts  f i r s t  point of contact
/

is  with the Ways and Means Committee o f the House of Representatives, 

which is  the le g is la tiv e  body in which revenue b i l ls  must orig in ate .

I ao not know how many of you—outside of Mr. Forand end Mr. ^icchione 

have ever seen with your own eyes the grinding of the le g isla tiv e  

tax m ill. I have had the p riv ilege—ana the pain—of close contact 

with i t ,  and I should like to give you, by m j  of background, 

a picture of a revenue act as i t  goes through the m ill.

A revenue b ill
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The Function of Taxes

I have said that Î would discuss the "sp e cific*  c r is is  

confronting the country a t  th is  p articu lar stage of the war. 

"C risis* is  a poor word fo r what we fa c e . Our problem is second 

in importance only to re su lts  on the m ilitary  fro n t. And the 

answers we make to today's economic questions cannot f a i l  to  

influence the shape of events on the m ilitary  fro n t.

help win the fig h t against in fla tio n ? The answer is  sin g le .

t e e s  impound spending power. By taking away spendable income

they reduce the s tra in  on the defense line of rationing and price

control* just as wage s ta b ilisa tio n  eases th at s tra in . No one

knows the ultim ate breaking point of these d ire c t con trol devices.

--

But we do know th at they are now^weakening, and we also  know th at 

well-chosen additional taxes may very well be the saving fa c to r .

(  What is  the mission of taxes in th is c r i s i s  ? How can they

If this be true



In flation  is  the a o rta l foe of every hank deposit, every insurance 

p olicy , and every war bond. I t  would increase the co st of the war 

and the service charge on our postwar debt. Even more Important 

from the immediate standpoint, would be the resu ltin g  inequitable 

distrib u tion  of our scarce goods. The orders of the day would go 

to black and grey markets. Those with the most money and the le a s t  

scruples would get the l io n 's  share of the goods. People with low 

incomes would come out on the short end. People who work overtime 

would have the le a s t  opportunity to  buy. The re a l  co s t  of the 

«a? . . .  not the money co s t, but the co st in terms of the things we 

must do without — w auld he badly d istrib u ted  over our population.

I need not describe the e ffe c t  such a m aldistribution would have 

upon home fro n t morale.  I t  Is obvious th at the war e ffo r t  would 

be the f i r s t  to su ffer from In fla tio n .

I have said th at
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that new funds are created . In payment fo r Government bonds 

the banks customarily se t up "war loan accounts" payable to the 

Uhited S tates Treasury. As the Treasury draws on these accounts 

to finance war expenditures, the new funds flow into the 

pocketbooks and bank accounts of Individual c itia e n s  and business 

firm s.

During the f is c a l  year 1343 banks thus increased th e ir  

holdings of Federal se cu ritie s  by about $30 b illio n . This was 

the main fa c to r in  expanding by about 36 percent the to ta l  of 

coin, paper money, and checking deposits held by the public.

These holdings are liquid fu el which is  ready and waiting to  

feed the f i r e s  of in fla tio n .

The Evils of In flation

The psychology of in fla tio n  is  hopeful; i t s  symptoms are 

exh ilaratin g ; but i t s  hideous e ffe c ts  beggar d escription .

In flation  is  the
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be able to keep the postwar money floodgates closed. If  we delay, 

i f  we disregard the in flation ary  thunderbeads gathering in the

form of liquid savings, there can be nothing but b it te r  economic

weatherjshead.

Commercial Bank Borrowing 

Cold figures make i t  c le a r th at hot d ollars are also being 

created by commercial bank borrowing. War financing through banks 

is  generally  conceded to be dangerous. Bank purchases of government 

se cu ritie s  lead d ire c tly  to an increase in cash a sse ts  held by the 

public* To the extent th at bank depositors lend th e ir  deposits 

to the Government by buying bonds, no new funds are created ; funds 

are merely transferred  from private to Treasury accounts. But when 

banks buy Government se cu ritie s  fo r themselves, they have no right 

to make charges against th eir depositors* accounts; the re su lt is

that new funds
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£v#n those staggering figures do not give the «hole p ictu re . 

Froa the beginning of 1340 to June 3 0 , 1943 — in three and 

one-half years — the American people saved $55 b illio n . Of this 

to ta l  |24 b illio n  are  in the fo ra  of currency and checking accounts} 

$21 b illio n  are in the fo ra  of redeemable or marketable bonds.

I t  is  a masterpiece of understatement to c a l l  these savings 

v o la tile }  fro a  the standpoint of postwar in fla tio n  they are liquid  

dynamite. Assume a slackening of governmental trending a t  the end 

of the war in Europe, followed by a short l u l l  in c iv ilia n  spending, 

and try  then to  imagine what w ill happen when m illions of people, 

impatient with wartime d ire c t co n tro ls, t r y  to  spend these savings 

to  replace worn-out clo th es, household equipment, automobiles, — 

a l l  the things they have been longing to buy fo r several years.

If  we have the courage to  impose additional taxes in time, m  may

f§

¿sm ■be able to
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f
About one-half oil our productive capacity  is  marching o ff to war. 

Tb® h alf that s ta ts  a t  home is  producing no more than $89 b illio n  

of c iv ilia n  goodsJ Disposable current income is  more than $40 

b illio n  in excess of goods to  be bought. We have developed an 

economy in which only $10.00  of goods are available fo r  each $15.00  

of disposable income. l e t  the American people are spending an 

increased amount to e a t , drink and he merry. Comparing th is  year 

with the average of the typ ical pre-war years, 1936 to 1339, 

expenditures in eating and drinking places have Increased 143$. 

Expenditures in clothing stores have Increased 102$, and in  

jewelry stores 213$.

Is there any answer but in fla tio n ? That is  America’ s $150

b illio n  question.

Even these staggering
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and an almost certa in  heavy borrowing from the commercial banka. 

Huge war expenditures had resulted  In an increased national income. 

The la te s t  estim ates put national income for the f is c a l  year 1944 

a t  $152 b illio n , — even more than th at fo r  the calendar year 1944.

D irect personal taxes would reduce spendable income a f te r  taxes

by only $21 b illio n , leaving $131 b illio n  of disposable income, ~

a figure about $50 b illio n  higher than national income before taxes

in the halcyon year 1929. The war ha|[ proved a bonanza.

The Paradox of Financia l  Prosperity and Scarce Goods

Our war production has given us an economic shot in the arm

and put a new flush of prosperity on the ^ t i o n 's  fa ce . Tim

paradox of the situ ation  is  th a t the cause which produces th is

unparalleled prosperity removes the p o ssib ility  of satisfyin g  with

\
consumer goods the desire to spend created by expanded income.

About one-half of our



prices were »bore legal ce llin g » . I l l i c i t  tra ffick in g  in ration  

coupons, and the tendency of s e a t , poultry, and gasoline to leak 

out of regular channels and into  black markets, threatened price  

s ta b il i ty , We have been learning the hard way th at in flation ary  

money is  not ea sily  discouraged.

In the Sumer of 1843 we had In fla tio n . True, i t  was only 

a moderate in fla tio n . Some argue, and many more fe e l , that a 

" l i t t l e  in fla tio n " would be a good thing. Let me reply i n the

a level of $40 b illio n  for the f i s c a l  year 1844, we were faced 

with a d e f ic it  of $66 b illio n  iMMn m  fo r the f is c a l  year 1944

We Have Inflation

si " "  " " " *  * * * * * *  jr  V I *  b U O  IUBLUX 1»*

; soon

and an almost certain
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December 7 , 1941, our national debt stood a t  about $55 b illio n .

By June 30, 1943, i t  had risen  to $136.7 b illio n . I t  is  estimated 

that i t  w ill be about $208 b illio n  a t the end of this f is c a l  year, 

June 30, 1944. War expenditures, estimated a t  $100 b illio n  fo r the 

f is c a l  year ending June 30, 1944, had reached the monthly level of 

more than $7 b illio n  in August, 1943, the second month of th is

lf i s c a l  year. Every month since la s t  February we have spent more 

money on war a c t iv i t ie s  than we spent in the en tire  f is c a l  year 1941*

Prices had also risen . The amount of in flatio n  registered  by
a

the cost of liv in g  index since i t  s tarted  to r ise  early  in 1941 is 

now well toward 25$. Price increases have been heaviest for food 

and some of the basic n ecessities  of l i f e .  / A recent sampling of

Price Rises

prices by OPA indicated instances actu al r e t a i l  food

p rices were above legal
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m ilitary  tide was beginning to turn — our way. In 1942 Congress JKJ

bad enacted the longest and toughest revenue a c t  in our h istory . 

B , the » M i l .  of IMS . .  tod put our iudluidu.1 t o .  .p u t . .  «>

a pay-as-you-go basis« This now method of payment enabled us to

c o lle c t  more promptly taxes due upon the higher incomes rapidly

wM

being produced by the war« We had reached the point — somewhat

la te  — where the Congress was free  to turn i t s  a tten tion  to

illü

PCi

a ra te  b ill«

The National Debt

In 1942 only a few, chief among them the President, were bold 

enough to dream that we would a tta in  a record level of war 

production as early  as 1943« Our success on the production front 

was recorded in a sensational r is e  in expenditures, which was 

refle cte d  in turn in a corresponding r is e  In the public debt« On

December 7 , 1941, our national

PI

¿0

if.
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a t  an unprecedented rate» $2*5 b illio n  a month In December, 1941. 

This Governmental spending was creatin g  a purchasing power which 

made d ire ct controls necessary. Formal price co n tro l, which began 

in the spring of 1941, was g reatly  extended during the f i r s t  half

y  0 ' 1 . ,
of 1942, 7k  program of consumer rationing was in stitu ted  la te  in 

December, 1941, kt f i r s t  i t  covered only rubber t i r e s ,  Automobile
v

rationing went Into e ffe c t  a t  the beginning of 1942* The rationing
V.

of sugar began in May, coffee la te  in Iloveaber, shoes and processed
f

foods early  in 1943, In October, 1942, the President, through the 

War Labor Board and the Treasury, attempted the s ta b ilisa tio n  of 

wages.

The Economic Situation in the Sumer of 1943
WM i, i njWiWWi.inWKMOi».-̂  >~<*t k.m ■»— - ■ ii»,  .tm  m*> , .up »<w>» i,**--»m  ««• r- - -as* U'i

Suppose we pass on to the situ ation  on our economic front last  

summer. We had been through nearly a year and a half of war. The

m ilitary  tide was beginning
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and Mean» Committee. But > .  For&nd always has the la s t  word

there.

In selectin g  the subject of the evening I sh all assume that 

you had In mind something more y a r t i cular than the general subject 

of taxes in war time, and th at your t i t l e  re fe rs  to the sp ecific  

c r is is  confronting th is country a t  this p articu la r stage of
f

io rld  fu r II* Sine« our tin» is  n ecessarily  lim ited, I «hall not 

burden you with d e ta ils  which are not e sse n tia l. I sh all try  to 

give you a picture of the fo re s t . One misses the fo re st i f  he 

t r ie s  to see every tre e . In taxation the whole is  not always the 

same as the sum of the separate p a rts . A difference in degree 

merges into a difference in kind* th a t we need more than anything 

else today is  a balanced vision of the whole.

The Necessity fo r Increased Taxes 

in the war the necessity  of increased taxes was clear

enough. Even a t  the end of 1941 the Government was spending money

a t  an unprecedented rate ,



I t  was very kind of you to invite me to talk  to you th is  

evening about "Wartime Taxes”* And I was very glad to accept 

an in vitation  to speak in the home town of on© of the House Ways 

and Means Committee's ab lest members and hardest workers. This,

I assure you, is  not fa in t p raise , for th at Committee is  

indefatigable* I t  has had me a t  the ropes many timesj and while 

I may be expendable, I am not quickly exhaustible* I t  is  a great 

pleasure to thank I$r. Forand for his n ever-failin g  courtesy in 

debate and for his patient understanding — even when he doesn't 

agree — of the Treasury's sincere desire to be of assistan ce to 

his important Committee*

There is  s t i l l  another reason that I am glad to  be here 

tonight* This Is a pleasant rev ersal of usual procedure* I am 

accustomed to speaking before Mr. Forand a t  sessions of the Ways
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WARTIME TAXES

It  was very kind of you to invite me to talk  to you this evening 
about ^Wartime Taxes”. And I was very glad to accept an invitation to 
speak in the home town of one of the House Ways and Means Committee’ s 
ablest members and hardest workers. This, I assure yOu, is  not faint 
praise, for that Committee is  indefatigable. It  has had me at the 
ropes many times; and while I may be expendable, I am not quickly 
exhaustible.- I t  is  a great pleasure to thank Mr.- Porand for his never- 
fa ilin g  courtesy in debate and for his patient understanding ++ even 
when he doesn’t agree of the Treasury’ s sincere desire to be of 
assistance to his important Committee,

There is  s t i l l  another reason that I am glad to be here tonight. 
This is  a pleasant reversal of usual procedure. I am accustomed to 
speaking before Mr. Forand at sessions of the Ways and Means Committee. 
But Mr* Forand always has the last word there.

In selecting the subject of the evening I shall assume that you 
had in mind something more definite than the general subject of taxes 
in war time* and that your t i t le  refers to the specific c r is is  con
fronting this country at this particular stage of World War |J. Since 
our time is  necessarily limited,. I shall not "burden you with details 
which are not essentialt I shall try to give you a picture of the 
forest* One misses the forest i f  he tr ies  to see every tree.’ In taxa
tion the whole is  not always the same as the sum of the separate parts* 
A difference in degree merges into a difference in kind, What we need 
more than anything else today is  a balanced vision of the whole.

The Necessity for Increased Taxes

Early in the war the necessity of increased taxes was clear enough. 
Even at the end of 19^1 the Government was spending money at an un
precedented rate, $2.5 b illion  a month in December* 19^1* This 
Governmental spending was creating a purchasing power which made 
direct controls necessary.- Formal price control, which began in the 
spring of 19U1* was greatly extended during the f i r s t  half of 19̂ +2*
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A program of consumer rationing was instituted late in December, 19^1 •
At first it covered only rubber tires* Automobile rationing went into 
effect at the beginning of 19^2. The rationing of sugar began .in May, 
coffee late in November, shoes and processed foods early in 19^3r In 
October, 19^2, the President, through the War Labor Board and the 
Treasury, attempted the stabilization of wages*

The Economic Situation in the Summer of 19̂ -3

Suppose we passon to the situation on our economic front last summer. 
We had been through nearly a year and a half of war, The military tide 
was beginning to turn -*■ our way. In 19U2 Congress had enacted the 
longest and toughest revenue act in our history. By the middle of 19^3 
we had put our individual tax system substantially on a pay-as-you-go 
basis. This new method of payment enabled us to collect more promptly 
taxes due upon the higher incomes rapidly being produced by the war.
We had reached the point —  somewhat late — - where the Congress was 
free to turn its attention to a rate bill.

The National Debt

In 19^2 only a few, chief among them the President, were bold 
enough to dream that we would attain a record level of war production 
as early as 19^3* Our success on the production front was recorded in 
a sensational rise in expenditures, which was reflected in turn in 
a corresponding rise in the public debt. On December 7» 19^1, our 
national debt stood at about $55 billion. By June 30, 19^3» it had 
risen to $136.7 billion. It is estimated that It will be about 
$206 billion at the end of this fiscal year, June 30, 19^> War ex” 
penditures, estimated at $100 billion for the fiscal year ending 
June 30, 19hU, had reached the monthly level of more than $7 billion 
in August, 19^3, the second month of this fiscal year. Every month 
since last February we had spent more money on war activities than 
we spent in the entire fiscal year 19^1 .

Price Rises

Prices had also risen. The amount of inflation registered by the 
cost of living index since it started to rise early in 19^1 is now well 
toward 25$. Price increases have been heaviest for food and some of 
the basic necessities of life. A recent sampling of prices by £PA 
indicated that in many instances actual retail food prices were above 
legal ceilings. Illicit trafficking in ration coupons, and the tend
ency of meat, poultry, and gasoline to leak out of regular channels and 
into black markets, threatened price stability. We have been learning 
the hard way that inflationary money is not easily discouraged.

We Have Inflation

In the summer of 19^3 we had inflation. True, it was only 
a moderate inflation. Some argue, and many more feel, that a «little 
inflation” would be a good thing, Let me reply as the president did;
A « li t t le  in fla tion ” is  like  opiumj soon you want more; and then you 
have the habit.
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The 1 9 ^  Budget and national Income

A heavy strain, on prices was inevitable. With taxes at a level of 
$k0 billion for the fiscal year 19hU, v/e were faced with a deficit of 
,$66 billion for the fiscal year 1 9UU and ah'almost'certain heavy 
borrowing from the commercial banks, huge war expenditures had resulted 
in an increased national income. The latest estimates put national in
come for the fiscal year 19*+̂  at $152 billion, —  even more than that 
for the calendar year 19^H. Direct personal taxes would reduce spendable 
income after taxes by only $21 billion, leaving $ 131 billion of dispos
able income, —  a figure about $50 billion higher than national income 
before taxes in the halcyon year.1929» The war had proved a bonanza.

The paradox of Financial prosperity and Scarce Poods

Our war production has given us an economic shot in the arm and put 
a new flush of prosperity on the nation’s face. The paradox of the 
situation is that the cause which produces this unparalleled prosperity 
removes the possibility of satisfying with consumer goods the desire to 
spend created by expanded income. About one-half of our productive 
capacity is marching off to war. The half that stays at home is pro
ducing no more than $89 billion of civilian goods at current prices. 
Disposable current income is more than $40 billion in excess of goods 
to be bought. We have developed an economy in which only $10.00 of 
goods are available for each $15*00 of disposable income, yet the 
American people are spending an increased amount to eat, drink and be 
merry. Comparing this year with the average of the typical pre-war 
years, 193& to 19 3 9» expenditures in eating and drinking places have 
increased 1^3$. Expenditures in clothing stores have increased 102$, 
and in jewelry stores 218$.

Is there any answer but inflation? That is America’s $150 billion 
question.

Savi ngs

Even these staggering figures do not give the whole picture. From 
the beginning of 1 9 U0 to June 30, I9U3 —  in three and one-half years —  
the American people saved $55 billion. Of this total $2̂4- billion áre in 
the form of currency and checking accounts; $21 billion are in the form 
of redeemable or marketable bonds. Jt is a masterpiece of understatement 
to call these savings volatile; from the standpoint of postwar inflation 
they are liquid dynamite. Assume & slackening of governmental spending at 
the end of the war in Europe, followed by a short lull in civilian 
spending, and try then to imagine what will happen when millions of 
people, impatient with wartime direct controls, try to spend these savings 
to replace worn-out clothes, household equipment, automobiles, —  all the 
things they have been longing to buy for several years. If we have the 
courage to impose additional taxes in time, we may be able to keep the 
postwar money floodgates closed. If we delay, if we disregard the in
flationary thunderheads gathering in the form of liquid savings, there 
can be nothing but- bitter economic weather ahead.



Commercial Bank Borrowing

Cold figures make i t  clear that hot dollars are also being created 
by commercial bank borrowing. War financing through banks is  generally- 
conceded to be dangerous, Bank purchases of government securities lead 
d irectly to an increase in cash assets held by the public. To the ex
tent that bank depositors lend their deposits to the Government by 
buying bonds, no new funds are created; funds are merely transferred 
from private to Treasury accounts. But when banks buy Government 
securities for themselves, they have no right to make charges against 
their depositors’ accounts; the result is  that new funds are created.
In payment for Government bonds the banks customarily set up "War loan 
accounts” payable to the United States Treasury. As the Treasury draws 
on these accounts to finance war expenditures, the new funds flow into 
the pocketbooks and bank accounts of individual citizens and business 
firms.

During the fisca l year 19 ^ 3  banks thus increased their holdings of 
Federal securities by about $30 b illio n . This was the main factor in 
expanding by about 36  percent the total of coin, paper money, and check
ing deposits held by the public. These holdings are liquid fuel which 
is  ready and waiting to feed the fires  of in flation .

The îlvil8 of Inflation

The psychology of inflation is  hopeful; i t s  symptoms are exhila
rating; but i t s  hideous effects beggar description. Inflation is  the 
mortal foe of every bank deposit, every insurance policy, and ev e ry  war 
bond. I t  \tfould increase the cost of the war and the service charge on 
our postwar debt. Even more important from the immediate standpoint, 
would be the resulting inequitable distribution of our scarce goods.
The orders of the day would go to black and grey markets. Those with 
the most money and the least scruples would get the lio n 's  share of the 
goods. People with low incomes would come out on the short end. people 
who work overtime would have the least opportunity to buy. The real 
cost of the war — not the money cost, but the cost in terms of the 
things we must do without — would be badly distributed over our popula
tion. I need not describe the effect such a maldistribution would have 
upon home front morale. I t  is  obvious that the war effort would be the 
f i r s t  to suffer from inflation*

The Function of Taxes

I have said that I would discuss the S p e c if ic ” c r is is  confronting 
the country at this particular stage of the war, ’’C risis” is a poor 
word for what we face. Our problem is  second in importance only to re
sults on the m ilitary front. And the answers we make to today's economic 
questions cannot fa i l  to influence the shape of events on the m ilitary front*

What is  the mission of taxes in this cris is?  How can they help win 
the fight against inflation? The answer is  simple. Taxes impound spend
ing power. By taking away spendable income they reduce the strain on the 
defense line of rationing and price control, just as wage stabilization 
eases that strain. Ho one knows the ultimate breaking point of these 
direct control devices. But we do know that they are now weakening, and 
we also know that well-^chosen additional taxes may very well be the 
saving factor.
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The Tax Legislative Process

If  th is  be tru e , one might well say: "L et’ s have some taxes in 
a h u rry .” Inflation  waits for no body of men -  not even the Congress 
of the United S tates. But ta x  b i l ls  take time. They aren’t  b u ilt in 
a day. The Constitution place's the power to  levy taxes in the Congress.
All the Treasury can do in a time of c ris is * — or, for th at m atter, a t any 
other time— is to  place i t s  recommendations before the Congress. I ts  
f i r s t  point of contact is with the Ways and Means Committee of the House 
of Representatives, which is  the le g isla tiv e  body in which revenue b ills  
must originate. I do not know how many of you--Outside of Mr. Forand 
and Mr. picchione—have ever seen with your own eyes the grinding of the 
le g is la tiv e  tax  m ill. I have had the privilege--and the pain— of close 
contact with i t ,  and I should like to give you, by way of background, 
a picture of a revenue act as i t  goes through the m ill.

A revenue bill usually starts with the submission of recommendations 
to the Ways and Means Committee by the Secretary of the Treasury. The 
Secretary appears before the Committee, and he and his staff are questioned 
by most of the 25 members. This process may occupy one or two days.
Public hearings follow. At these hearings, we have what Justice Holmes 
once called  "free trade in id eas." Witness a fte r  witness, some appear
ing individually and others speaking on behalf of chambers of commerce, 
business organizations, labor unions, and other groups, espouse and press 
th eir interests,--som etim es, I am bound to say, th eir very selfish  
in te re s ts .

After two or three weeks of testimony the Ways and Means Committee 
shuts the door, and goes into Executive, or se cre t, session. In th is  
session the recommendations of the Secretary, and a ll  other recommendations, 
are discussed at length. Facts and arguments are presented by members 
of the Treasury s ta ff  and the experts of the Joint Staff of the Committee. 
Votes are taken on sp ecific  motions and at long la s t  a b i l l  emerges from 
a thicket of obscurity. This b i l l  is  drafted, not by the Treasury, but 
by the leg is la tiv e  s ta ff  of Congress. The b i l l  is  then sent to the 
House flo o r, usually with a rule lim iting amendments from the flo o r.
A vote is  fin ally  taken, and a b i l l  is  passed by the House. This b ill  
is  sent to the Senate.

History repeats i t s e l f  before the Senate Finance Committee. Again 
the Secretary and his s ta ff  appear personally. Again public witnesses 
te s t i f y  in open session. Again there is  a secret Executive session. At 
length, a b i l l  is  sent by the Finance Committee to  the Senate flo o r. In 
the Senate there can be no closed ru le , and amendments may be made on the 
floor in the course of debate. F in ally , a b i l l  is  passed by the Senate.
I t  may be a to ta lly  different b ill  from the House b i l l .  The tyro b ills  are 
sent to  the Conference committee for reco n cilia tio n .

The Conference committee consists of the ranking members of the Ways 
and Means Committee and the Finance Committee.. I ts  Job is to compromise 
the differing House and Senate b i l ls  into one b i l l .  New matter is  not 
"in conference". The sessions of the Conference committee are a l l  secret. 
Every difference between the two b ills  must be discussed in d e ta il. Either  
the House or the Senate,_ acting through i ts  group, must recede from the
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position of i t s  p rin cipal. When a l l  confliots are resolved, a new b ill  
is  w ritten , which must again be passed by both the House and the Senate. 
Customarily each of these bodies approves the action of i t s  conferees.

Tlie Treasury program

On October 4 , 1943,  the Secretary of the Treasury presented to  the 
Ways and Means Committee the recommendations of the Treasury and of the 
President for new 1943 revenue le g is la tio n . The to ta l  additional taxes 
recommended came to  ’>10,5  b illio n  for a fu ll year of operation. Of th is  
to ta l  $6 .5  b illio n  consisted of additional individual income tax e s , some 
part of which might be made refundable a f te r  the war; $2 .5  b illio n  of ex
cise taxes; $1.1  b illio n  of corporate taxes ; and $ .4  b illio n  of estate  
and g if t  tax e s . In addition, the Secretary recommended against a general 
r e ta i l  sales ta x , and against a tax  on increased earnings of individuals.

In parenthesis, I might say th at the Treasury’ s affirm ative recom
mendations are displaying definite intimations of m ortality . Putting 
things a l i t t l e  less p o etically , the dog’ s t a i l  is being cut off Just 
behind the ears. The la te s t  returns from the Ways and Means Committee 
showed a to ta l  of a l i t t l e  more than $2 b illio n .

As I have said, part of the Secretary’ s program was negative. Before 
I pass on to  a discussion of the proposed increases in taxes I would like  
to  give you the reasons for the Treasury’ s opposition to  a Federal re ta i l  
sales tax  and a ta x  on increases in individual income.

The Sales Tax

Since I am discussing wartime taxes th is  evening, I shall not s tress  
the inequity of a Federal sales ta x . The standard peacetime objection to  
such a ta x  is  th at i t  imposes a disproportionate tax  load upon the low 
income groups. This objection is  even more cogent in wartime, since a tax  
which infringes on an adequate standard of living cannot f a i l  to impair 
workers’ morale and hurt production.

In th is  p articu lar war there are additional p ractica l objections.
A Federal r e ta i l  sales tax waiLd be. a new ta x . I t  would impose upon the 
Bureau of Internal Revenue an added administrative burden out of a l l  pro
portion to  the burden of collectin g  an equal amount of additional revenue 
from existing taxes . A 10 percent ta x  with no exemptions whatever would produce 
about $6 b illio n  of revenue annually. . I t  wpuld hrve to be co l
lected by more than 2 l/2 m illion business establishments scattered  
throughout the United States. The 10^ rate  would stimulate evasion. All 
business establishments would have to  be policed. Trained personnel, 
automobiles, t i r e s ,  gasoline and accounting machines would be required.
I t  is  at least doubtful whether an adequate force and sufficien t f a c i l i t i e s  
could be obtained. But assuming th at they could, adequate enforcement of 
the tax  would divert valuable manpower and equipment, which might better  
be employed in more fru itfu l endeavors.



Collecting the ta x  is  not only a problem for the Bureau, Merchants 
would be required to  keep adequate records which would generally involve 
entries not needed for ordinary accounting or income tax  purposes. This 
burden, superimposed upon rationing and price control duties, would be 
almost in tolerab le. Here again, valuable manpower would not be employed 
in i t s  most productive capacity . I t  might be worth while to undertake this 
new administrative task  i f  the sales ta x  were well adapted to our present 
economic situ ation . But i t  is  not. While i t  is  true th at sales tax  
dollars would absorb some disposable income, i t  is  also true that the 
imposition of a sales tax  upon a l l  a r tic le s  would immediately cause an 
increase in the cost of living index. The control of wages is  geared to  
th is  index, and i t  would be almost impossible to  re s is t  demands for in
creased wages based upon an increased cost of livin g.

D irectly or in d irectly , the ceilin g  and support prices of most farm 
products are linked to  farm parity  p rices . This link means th at these 
prices are re la tiv e  rather than fixed, and that they respond to the parity  
index. A ten percent sales tax  on a reasonably broad basis would increase 
th at index by 6 or 7 percent. The operation of the p arity  formula would 
immediately raise  parity  prices for agricu ltu ral commodities by 6 or 7 
percent. Ceiling and support prices of various products would probably 
have to be adjusted to take the change in parity  into account.

Thus, i f  a 10 percent sales tax  had become effectiv e on July 1 , 1943, 
estimates indicate th at there would have been an average increase of 
6 percent in re ta il  food prices during 1944, exclusive of the ta x . ’When 
the 10 percent, ta x  is  included, th is  increase would ra ise  food costs by 
approximately 16 percent. Moving over from food prices to  the overall 
cost of living index, which includes many items not subject to  ta x , and 
taking into account both direct price increases and in direct tax-induced 
increases in food p rices, i t  is  estimated th at the co st-o f-liv in g  index 
would rise  about 10 per cent, l /

Tax on Increases in  Income

A tax  on increases in income is  no happier solution of our d ifficu lty . 
The philosophy of such a tax  would, of course, be extremely d ifficu lt to 
defend. We would be saying th at two individuals With the same income 
should be paying a different ta x . Moreover, we would be saying that the 
higher tax  was payable by the person who had received less income in 
previous years. He might very properly reply that his a b ility  to pay was 
less than th at of the person who had received the greater income in 
previous years.

T / Further' information on the sales ta x  may be obtained by w riting 
~p to  the House Ways and Means Committee for Part 11 of the 

TJnrevised Hearings on Revenue Revision of 1943.
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A tax on increases of income is  objectionable on even more practical 
groundso One has to find some normal standard against which increases 
may be measured, say, income for the year 1939« Most of our millions of 
taxpayers do not know their income for previous years© The Bureau has 
received no returns for earlier years from most of these taxpayers« Even 
i f  the amount of income for the base year were determinable, i t  would s t i l l  
be necessary to differentiate between normal and war increases© The modest 
increase in  the salary of a postman, fireman, or a college professor, in 
accordance with an established promotion schedule, is  an example of a normal 
increase© Equitable differentiation between normal increases in income and 
increases directly connected with war profits would entail more re lie f  
provisions than are contained in the corporate excess profits tax©

Finally, there is  a compelling wartime objection to a tax on increases 
of income© Increases of income have been received in large part by persons 
who are working overtime and women who have gone into industry to help the 
war effort and the family income© Where a son or husband lias entered the 
armed services, the family income is  likely  to be reduced, even though the 
wife or another member of the family receives a larger income now than in 
the base period«» Many recipients of increases in  income have moved to 
high—cost defense areas0 I f  we imposed a substantial tax on these increases, 
we ?/ould be impairing the incentive of many workers to continue in v ita l war 
production© 1/

Arguments Against the Treasury Program

Three principal arguments have been made against the Treasury *s 
affirmative program© 1 should like now to repeat these arguments for 
you and le t you decide how well they meet the issue0

The Program Reaches Inflationary Dollars

The f i r s t  argument is  that the Treasury program in its  attempt to 
help control in flation  does not dip into the income brackets where 
inflationary dollars are most menacing© In his statement before the Ways 
and Means Committee the Secretary said: ’’Four-fifths of a ll  the income of 
the Nation is  going to people earning less than $5,000 a year©" Consistent 
with th is principle the Treasury program does ca ll for substantially in
creased taxation of a large number' of taxpayers with less than $5,000 a year0 
I t  does not, of course, demand higher taxes from everyone receiving less 
than $5,000o Some of these people have incomes barely above subsistence 
levels© Just because the Treasury'program did not ca ll for heavily in
creased taxes on everyone below $5,000, $ome critics ' have charged that i t  
was inconsistent with the Secretary’s statement© The sophistry of th is 
charge must be self-evidento One might as well s.ay that because people 
over 18 are e lig ib le  to apply for d rivers’ licenses, everyone over 18 
should be permitted to drive a car©

1/ Further information on Taxation o t  Increases in Individual Income may 
be obtained ty writing to  the House Ways and Means Committee for Part I 
of the Unrevised Hearings and Revenue Revision of 19A3o
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We should be careful to understand precisely which individuals are 
treated lightly  by the Treasury program® I t  is  true that the elimination 
of the Victory tax relieves 11 million taxpayers from the burden of th at 
tax® But the lowering of the personal exemption brought back into ̂ the 
fold about 2 million taxpayers, leaving a net loss of about 9 million tax
payers® They would have paid a Victory tax of only about $300,000,000®
This is  a very small part of the to tal of $24 b illion  of individual income 
taxes that would have been payable under the Treasury program® The 
elimination of the Victory tax was recommended as a simplification measure 
as well as on grounds of equity® I t  is  l ite r a lly  impossible to make the^ 
income tax su ffic ien tly  simple for the average taxpayer without eliminating 
the Victory tax with i t s  disparate income tax base and exemptions® Tnis 
makes i t  unnecessary to discuss the inequities of an increase in tax upon 
a married man with an income of less than $1200 a year®

Of the increased income taxes proposed by the Treasury — $6©63 
b illio n  in to ta l including refundable taxes t  $1o6 b illion  would have 
been paid by the income groups under $3,000 of net income $ $3®5 b illio n , 
or more than half of the to ta l, would have been paid by income groups 
under $5,000 of net income® Taking additional corporate taxes, excise 
taxes, and estate and g ift  taxes into the equation,'$5o4 b illio n , or 
about one-half of the to ta l additional taxes proposed by the Treasury, 
would have been paid by the income groups under $5,000®

I t  i s ,  of course, true that much of our increased national income 
has gone to  persons with low or modest incomes® But i t  is  also true that 
the incomes of millions of families s t i l l  f a l l  far short of adequate  ̂
living standards® The fa c t that a large proportion of the $157 b illion  
of income payments estimated for the calendar year 1944 w ill go to persons 
with incomes of $3,000 and less dqes not mean that the taxpaying ab ility  
of these millions of persons is  substantial® We must look behind aggre
gates to individual caseso When we do so Tie find that the margin of 
disposable income over and above wartime needs is  a narrow one fo r  many 
families® Out of 67®3 million.income recipients 5B®2 million receive in
comes of less than $3,000® In the aggregate these persons receive $96®2 
b illio n  before personal taxes0 This appears to be a fru itfu l source of 
additional taxes until we compute the number of dollars per income 
recipient® That figure is  about $1,650 per recipient before taxes, or 
about $1,500 after taxes® I t  does not leave much opportunity for in
flationary spendingo

To impose additional taxes so heavy that they would cut into th is 
margin would be false economy® I t  would deprive workers of basic 
necessities and thus undermine their productive efficiency and morale®. 
Moreover, we should not forget that individuals in these low income 
brackets bear a disproportionate share of the existing tax load, both 
Federal and state®



Economy as a Substitute for Taxes

Others who oppose the Treasury*s tax  program assert that additional 
taxes are not necessary i f  we would cu rta il government expenditures«
They offer econorry as a substitute for increased taxes« They urge tha 
a reduction in  government expenditures would eonpletely obviate the need 
for additional taxes«

I t  should not be necessary for me to say th at the Treasury  ̂is  in 
sympathy” with the objective of curtailing a l l  expenditures whicn may 
safely be deferred until after the war« The Secretary has been m the 
forefront working for economy« From time to time he has made recommen -  
ations for cutting governmental expenditures, many of which have been 
put into effect« But being against waste is  like being against sin« Non
war expenditures, exclusive of in terest, are at the low level of «#4 
billion« Curtailments of magnitude are possible only in connection with 
war expenditures« Here possible reductions — by «’possible I  mean cur
tailments which w ill not impair the war e ffo rt - r  do not loom very larg «

From the standpoint of in fla tion  spendable income would s t i l l  remain 
far in  excess of available goods« Even a reduction in expenditures oi 
$10 b illion  would do no more than give a $10«5 b illion  program a better 
chance to  hold inflationary spending power and government debt vat bin 
manageable lim its« I t  would give us a greater margin of safety in war 
finance, but i t  would not detract from the pressing need for additional 
taxes su ffic ien tly  to ju stify  a lower program»

Capacity to Pay

Finally i t  is  contended that the American people do not have 
additional capacity to pay more taxes« But here are facts« Comparing 
the fisca l year 1944 with 1940, income payments to  individuals snow an 
increase of about $75 b illio n 5 in the same period individual income taxes 
have increased only about $18 b illio n  a year» In other words, the^present 
tax system is  absorbing only about 1/4 of the increase m  annual income 
payments generated ty defense and war activ ities»  The question is  no 
whether the American people can afford to  pay higher taxes, but whether 
they can afford not to pay them«

In an attempt to prove that American taxes are too high i t  i s  
argued that taxes in  the United States are higher in terms of dollars 
per capita than in the United Kingdom and Canada« This argument i s ,  o 
course, wholly fallacious« Per capita taxes are not an indication of 
real burden. The proper te s t  i s  the relation of taxes to the incomes of 
taxpayers, Tte burden of American taxes is  lighter than the B ritish  n 
Canadian loads in terms of what counts -  income remaining a fter taxes, 1/

1/ A mimeographed study, "Comparison of Taxes in the United States, United 
Kingdom and Canada," may be obtained from the Division of Public 
Relations, Treasury Department, Washington, D« C»
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The argument against additional income taxes is dramatized in statements 
to the effect that our existing tax rates are confiscatory when we combine 
their load with a required payment next March of uncancelled 19^2 liabilities 
and state income taxes, It -£s said that some of our most fortunate citizens 
would have to pay a tax amounting to more than their year’s income and that 
at the end of the year they ,^ould owe money for the privilege of living.

The most charitable worm for such statements is that they are mislead
ing, The ignored fact is that the Federal income tax allows for the i, 
deduction of state income takes in computing net income, No matter how 
high the Federal and State rkte schedules may be, the combination of the 
two can never result in a tak on one year’s income in excess of 100$ of 
net income. i

Those who received a cancellation of three-quarters of 19^2 tax 
liability are in no position-to argue that taxes take more than 100$ of 
income. The payment due March 15, 19kU, of part of 19^2 uncancelled tax 
liability cannot fairly be used to prove confiscation of 19Uh incomes.
This is a tax on 19U2 income. If the taxes on the income of two or more 
years are added together and compared with one year's income, it is of 
Course possible to reach a tax of more than 100$ of one year’s net income.
But if we take two years of taxes into the comparison we should also take 
two years of net income. As a matter of fact, the cancellation of 3/k of 
the tax on 19U2 incomes was a windfall, making it easier, not harder, to 
pay tax on 19UU income.

Increased Corporate Taxes

The Secretary’s recommendations to the Ways and Means Committee 
included additional corporate taxes of $1.1 billion. The proposal was that 
the surtax rate of small corporations be increased b$ and those of large 
corporations 10$, making for the large corporations a combined normal and 
surtax rate of 50$ ♦ N© additional excess profits taxes were suggested.
To promote postwar liquidity the Treasury also suggested a procedure for 
accelerating the payment of refunds attributable to the loss carryback 
provision. This last item would have been particularly helpful to small 
business, which is more apt to have postwar cash problems.

Corporate War Earnings

The argument has been made that these increases drain life blood of 
corporations. This emotional argument ignores some startling figures which 
have been submitted to the Ways and Means Committee. Corporate profits 
(excluding dividends received) will reach the estimated level of $22.6 
billion for the calendar year 19^3» The estimate for 19^U is $2^.5 billion. 
These profits are more than four times corporate profits for the year 1937> 
which was one of the most prosperous years of the Thirties.

Taxes have also risen, it is true; they have been multiplied many 
times. Total corporate liabilities for income and excess-profits taxes, 
amounted to slightly over $l-l/U billion for 1937* They have climbed to
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$13-1/2 "billion for the year 19H3. Bat taxes, even of th is magnitude, have 
failed  to keep up with the mad pace of increased earnings, For the year 
19H2 corporations will have le f t  after taxes nearly $8.5 "billion? and in 
19^3, nearly $9.2 "billion. In 1937 they had le f t  less than $U b illion .

Nor have our high war taxes substantially affected dividends paid.
The average of dividends paid for the years 193& t© 19^0 was $U.l b illio n ; 
the highest figure was $U,8 b illio n  in the year 1937» I’or the yea.rs 19^1 > 
19U2, and 19^3, dividends are estimated at $U.5 b illio n , $U.l billion,, and 
$U.O b illion  respectively, Even after taxes and dividends are paid, the 
corporations of the country, including loss corporations, will have 
accumulated for the years 19 -̂2, 19^3» 3hd 19^  over $15 b illio n  of un- 
distributed corporate profits !

Corporate Cash Position

X have heard the argument that these high undistributed profits are 
invested in brick and mortar, and that they are not available as liquid 
funds to be used in postwar activity . However, recent-studies show that 
liquid assets of corporations have risen even faster than retained earnings.

ITon-financial corporations increased their holdings of currency, bank 
deposits, and United States Government securities by $12 b illion  during 
the two years 19UI and 19^2 according to an estimate prepared by the 
Securities and Exchange Commission. I f  the accumulation of liquid assets 
in the f i r s t  half of 19U3 should continue at the present rate through the 
year, the total increase would be $25 b illio n  for the three years 19Ulf 
19H2 and 19U3. A study just released by the Federal Reserve Board indicates 
that business deposits, both corporate and non-corporate, totalled $30 
b illio n  on July 31, 19U3. l/ While a ll  of these deposits would not be 
fu lly  available for conversion to peacetime operations, and to provide 
working capital needed to maintain a high level of peacetime employment and 
production', i t  is  hardly stretching a point to say that they reflect a 
generally liquid condition.

Conclusion

I hope the facts I have placed before you this evening make clear an 
issue which has become blurred in much discussion. Seldom are the outlines 
of an economic problem so black and white, The question is not whether we 
shall have no taxes, or some taxes, or mo re taxes than that. The question 
is  whether we shall do everything possible to avoid inflation. I recognize 
that taxes cannot,do the whole job. We need wage stabilization, rationing, 
price control, and other things. The fight on inflation is indivisible,
X do not say that we can prevent runaway inflation. But at this eleventh 
hour we s t i l l  have a chance, I hope we will take that chance that we 
will grasp the nettle before i t  is  too la.te.

1/ "S ta tis tics  of Deposit Ownership." Federal Reserve Bulletin , 
October 19^3t
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numbered 1040ES, is  the only form actually to be filed  with the Collector,

In addition, the taxpayer has the choice of two worksheets, from which he 

can calculate the figures to be copied on the declaration form. One work

sheet is  a simplified version that may be used by anyone who wishes to 

approximate the tax on any income up to $10,000. The other worksheet is  

longer and may be used by anyone who desires to make a more exact estimate 

of his tax. Persons using th is “long form" should deduct a l l  of the 

“post-war credit" for Victory tax, in  accordance with a recent act of Congress 

putting the credit on a current rather than post-war basis. On the simplified 

form, no change is  necessary because the form already assumed the taxpayer 

was elig ib le  for current cred it. Farmers may find i t  convenient to supplement

and Expenses, to aid them in  arriving at a close estimate of th eir income.

Form I 040F can be obtained from any collector or Deputy Collector of Internal 

Revenue•

One other group of taxpayers may f i le  amended declarations at this time 

i f  they desire. These are persons who may have over-estimated their tax by 

a substantial amount in  September. However, since no refunds can be made 

u ntil a fter the annual return Is  filed  next year, these taxpayers w ill find 

no advantage in an amended filin g  unless they have a payment coining due 

December 15 which could be reduced by the f ilin g .

Mr. Hannegan also promised that the offices of the Collectors of 

Internal Revenue throughout the country w ill again provide taxpayers with 

as much assistance as possible in  f ilin g  the declarations.

saS~
the work §t by the use of Form 1040F, Schedule of Farm Income 

1 An ■ftig'jfr

0



The filin g  m i l  be new to fanners who waited u ntil now to f i le  and also to 

those taxpayers who failed  to f i le  in  September because their anticipated 

income was below the filin g  requirements but who now expect higher incomes 

that do require idling.

»1 want to say a special word, “Mr. Hannegan emphasized, “to those who 

filed  in  September. Any taxpayer who filed  in September and believes that 

his estimated tax is  not substantially underestimated need not f i le  any new or

course, be determined on the annual tax return which m i l  be filed , as usual, 

on or before March 15, 1944*

“However, an appeal is  made to those who filed  in  September to understand 

that the law requires that a penalty be charged to any taxpayer whose estimated 

tax i s  substantially underestimated unless amended declarations are filed  

on or before December 15 which bring the estimate within the permissible 

margin of error. In other words, i f  a taxpayer has reason to believe that 

he underestimated his tax payments in  September by a wide enough margin to 

cause a penalty, he should come in and f i le  an amended declaration with more 

accurate estimates so that he m i l  not be liab le  for a penalty. I  have no 

desire to levy unnecessary penalties, and therefore I  want taxpayers to under

stand clearly  how to prevent

“Amended d e c l a r a t i o n s m a d e  on the same 

type of form as the original declarations, and are distinguished only by

who must f i l e  an amended declaration m i l  find the procedure exactly as i t  

was in September.“

Persons having forms le f t  over from September may use the forms they 

already have. Persons needing new copies w ill be supplied promptly upon 

application to any Collector of Internal Revenue. The declaration form itse lf ,

amended declaration -on or before I)qc.December IS - The correct ¡e w ill, of

writing the word “amended“ anyone
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b* Any single person expecting wages of more than $2,700 during the

year,

c . Any married person or any married couple expecting individually 

or together more than $3,500 from wages during the year.

cl. Any person who was required to f i l e  an income tax return for 1942 

and who expects his wages in 1943 to be less  than in 1942.

»•The December 15 f i l in g ,"  Mr. Hannegan said, "is  in rea lity  a follow

up to the September 15 f ilin g . Both filin g s were steps in  the transition to 

the pay-as-you-go system of tax collection , in  accordance with the Current 

Tax Payment Act of 1943«

"The purposes of the two filin g s are sim ilar, the forms to be used 

are id entical, and to some extent even the same taxpayers are affected. To 

understand the purpose of th is type of filin g , i t  is  necessary to reca ll that 

the income and Victory tax which is  withheld from the wages of millions of 

taxpayers is  not su fficient in  many cases to pay the whole tax b i l l  of the 

individual. -This is  true in cases in  which taxpayers receive income from 

rents, dividends, business profits and other sources where no tax i s  withheld. 

Tax is  withheld only from wages. The withholding also is  insu fficien t when 

a person’ s income is  high enough to be affected by the graduated surtax rates 

beyond the f i r s t  tax bracket. In other words, the withholding system keeps 

the average taxpayer paid up only to the extent of an approximate minimum tax.

"For these reasons, Congress enacted provisions by which taxpayers 

who are not kept paid up to date by the withholding system would be brought 

closer to the ideal of pay-as-you-go. In September, a l l  taxpayers in this 

class except farmers were required to estimate their tax for t  he year and, 

a fter taking credit for taxes already paid and withheld and to be withheld, 

to pay at least one-half of the balance. Those who must f i l e  in December 

w ill make their estimates on the same basis and pay the entire balance.
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taxpayers to determine i f  they are required to f i le  either original or amended

Explaining that only a limited percentage of taxpayers need make any 

filin g  at this time, Mr. Iiannegan suggested that everyone ascertain for himself 

whether he i s  affected. By far the largest percentage of taxpayers have no 

further filin g s to make u ntil the annual income and Victory tax return is  due 

not la te r  than March 15, 1944« However, some taxpayers v/ho filed  »declarations”

in Seutember have an instalment to pay December 15, for which they w ill be sentr /V

b il ls  by their local Collectors of Internal Revenue.

In general, the filin g  of a declaration on or before December 15, will be 

required of the following:

1. Farmers who have sufficient incomefto require filin g ,an d  have post

poned filin g  under the special provisions of law which permit farmers to wait
■ 1 ¡ ¡S  i I . ./

as la te  as December 15. • • $ A- g ■ -

2. Persons • who did f i le  in  September but under-estimated th eir tax by 

more than 20 per cent and who should, therefore, f i le  »amended declarations» 

to ' âvoid penalties-;

3« Persons who did not f i le  in September because their estimated income 

at that time was in su fficien t to require filin g , but now come within any one 

of the following classes:

holding and who also expects su fficient gross income to require filin g  an income 

tax return ($500 for a single person, $1,200 for a married couple, or $624 f° r 

an individual married person).

»Declarations of Estimated Income and Victory Tax» on or before December 15.

a. Anyone who expects to have during the calendar year 1943 more than

100 gross income from a source outside of wages subject to with-
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and therefore I  want taxpayers to understand clearly  how to prevent them.”

".Amended declarations," Mr. Hannegan explained, "are made on the same 

type of form as the original declarations, and are distinguished only by 

writing the word "amended" at the top of the front page. Therefore, anyone 

who must f i le  an amended declaration w ill find the procedure exactly as i t  

was in September." .

Persons having forms le f t  over frcm September may use the forms they 

already have* Persons needing new copies w ill be supplied promptly upon 

application to any Collector of Internal Revenue. The declaration form 

i t s e l f ,  numbered 1040ES, is  the only form actually to be filed  with the 

Collector. In addition, the tazpayer has the choice o f  two urorksheets, from 

which he can calculate the figures to  be copied on the declaration form. One 

worksheet is  a simplified version that may be used by anyone who wishes to 

approximate the tax on any income up to $10,000• The other worksheet is 

longer and may be used by anyone who desires to make a more precise estimate 

of his tax . Persons using th is  "long form" should deduct a ll  of the "post

war credit" for Victory tax, in accordance with a recent act of Congress 

putting the credit on a current rather than post-war basis. On the simplified 

form, no change is  necessary because the form already assumed the taxpayer 

was e lig ib le  for current cred it.

Ur* Hannegan also promsed that the o ffiees of the Collectors 

of in tern al Revenue throughout the country w ill again provide 

taxpayers with as mueh assistan ce as possible in filin g  the decla

ra tio n s.

i'i

riff



I
*A'W\/ . v '• r:

-  3 -

beyond the f i r s t  tax bracket. In other words, the withholding system keeps

the average taxpayer paid up only to the extent of an approximate minimum tax.

♦»for th ese  reaso n s, Congress enacted  p rovision s by which taxpayers who

are not kept paid up to date by the withholding system would be brought closer

to  the id e a l o f  "p ay -as-y ou -g o ."  In  September, a l l  taxpayers in  t h is  c la s s -  ;

except farmerh l̂were required to estimate their tax  for the year and, after

taking credit for taxes already paid; *»4 withheld and to be withheld, to pay

at least one-half of the balance. Those who must f i l e  in December w ill make

th eir estimates on the same basis and pay the entire balance. The f ilin g  w il l !

be new to farmers who waited until now to f i le  and also to those taxpayers who
*/© .f

fa ile d ^ in  September because t h e ir  expected income was below the f i l i n g  require

ments but who now a n tic ip a te  la rg e r  Incomes s u f f ic ie n t  to  re q u ire  the f i l in g  

o f d e c la ra t io n s .

«1 want to say a special word,»* Mr. Hannegan emphasized, "to those who 

file d  in September. Any taxpayer who filed  in September and Relieves that his 

estimated tax is  not substantially underestimated need not f i le  any new or
tLU.

amended declaration osror bSforo December 15% The correct figure w ill, of 

course, be determined on the annual tax return vhich w ill be f ile d , as usual, 

on or before March 15, 1944.

"However, I  would like to emphasize to the persons who filed  declarations 

In September, that they should clearly  understand the law imposes a penalty 

against any taxpayer whose estimated tax is  below the allowable 20 per cent 

margin of error, unless^mended declaration^ ¿ a f f i le d  on or before December 15, 

which brings|the estimate within the permissible margin of error. In other 

words, i f  a taxpayer has reason to believe that he underestimated his tax pay- „ 

ments in September by a wi^e enough margin to cause a penalty, he should f i l e

an amended declaration which w ill be a more accurate estimate so that he will 

not be liab le  for a penalty. I  have no desire to levy Snine cess ary penalties,
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h. My single person expecting wages of more than #2,700'during the 

year. i

c . Any married person or any married couple e je c t in g  individually 

or together more than $3,500 from wages during the year.

d. Any person who was required to f i l e  an income tax return for 1942 

and who expects his wages in 1943 to be less than in 1942.

There may be some taxpayers who filed  declarations in September and paid 

one-half of the remaining tax estimated to be due, but who now believe that 

the amount for which the Collector w ill b i l l  than in December is  more than 

they should pay. These taxpayers may also f i l e  amended declarations correcting 

their previous estimates and recompute the amount of th eir installments to be 

paid in December. In such cases the amended declaration should be accompanied 

by the b i l l  received from the Collector, together with the remittance for any 

revised amount due on December 15th.

"The December 15 f i l in g ,” Mr. Hannegan said, ”is  in rea lity  a follow-up 

to the September 15 f i l in g . Both filin g s were steps in the transition to the 

pay-afc-j^ou-go system of tax collection , in accordance with the Current Tax 

Payment Act of 1943.

”The purposes of the two filin g s  are sim ilar, the forms to be used are 

identical, and. to some extent even the same taxpayers are affected. To 

understand the purpose of th is type of f i l in g , i t  is  necessary to reca ll that 

the income and Victory tax which is  withheld from the wages of millions of 

taxpayers is  not su ffic ien t in many cases to pay the whole tax b i l l  of the 

individual. This is  true in cases in which taxpayers receive income from 

rents, dividends, business profits and other sources where no tax is  withheld. 

Tax is  withheld only from wages. The withholding also is  insufficient when a 

person*s income is  high enough to be affected by the graduated surtax rates
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^Robert E. Hanneganj  Commissioner of Internal Revenue^ today urged a ll 

taxpayers to determine i f  they are required to f i le  either original or amended 

"Declarations of Estimated Income and Victory Tax" on or before December 15.

Explaining that only a limited percentage of taxpayers need make any 

f ilin g  at th is time, Mr. Hannegan suggested that everyone ascertain for himself 

whether he is  affected. By far thq largest percentage of taxpayers have no 

further filin g s to make u ntil the annual income and Victory tax return is  due 

not la ter than March 15, 1944. However, same taxpayers who file d  "declarations” 

in September have an instalment to pay December 15, for which they w ill be sent 

b ills  by th eir local Collectors of Internal Revenue.

In general, the f ilin g  of a declaration on or before December 15, will be 

required qf the following:

1* Farmers who have su fficient income to require f ilin g  and have post

poned filin g  under the special provisions of law which permit farmers to wait 

as la te  as December 15.

2. Persons who did f i l e  in September but under-estimated th eir tax by 

more than 20 per cent and who should, therefore, f i l e  "amended declarations" 

to avoid penalties.

3. Persons who did not f i l e  in September because their estimated income 

at that time was insufficient to require f i l in g , but now come within any one

. of the following classes:

a. Anyone who expects to have during the calendar year 1943 more than 

$100 gross income from a source outside of wages which are subject to with

holding and who also expects sufficient, gross income to  require filin g  an income 

tax return ($500 for a single person,* $1,200 for a married couple, or $624 for

t

an individual married person)
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Commissioner o f  I n t e r n a l  Revenue Robert E ,  Hannegan to-

day urged a l l  taxpayers  to  determine i f  they are  required  to 

f i l e  e i t h e r  o r i g i n a l  or amended " D e c la r a t io n s  o f  Est imated I n 

come and V ic to ry  Tax" on or b e fo re  December 15*

Expla in ing  th a t  only a l i m i t e d  percentage o f  taxpayers  
need make any f i l i n g  a t  t h i s  t ime, Mr. Hannegan suggested th a t  
everyone a s c e r t a i n  f o r  h im s e l f  whether he I s  a f f e c t e d .  By f a r  
the l a r g e s t  percentage o f  taxpayers  have no f u r t h e r  f i l i n g s  to 
make u n t i l  the annual income and V ic to r y  tax  re tu rn  i s  due not 
l a t e r  than March 15 ,  1944* However, some taxpayers who f i l e d  
" d e c í a r a t i o n s "  in  September have an in s ta lm e n t  to pay 
December 15 ,  f o r  which th ey  w i l l  be sent  b i l l s  by t h e i r  l o c a l  
C o l l e c t o r s  of  I n t e r n a l  Revenue,

In  g e n e r a l ,  the  f i l i n g  o f  a d e c l a r a t i o n  on or  b e fore  
December 1 5 ,  w i l l  be required  o f  the fo l lo w in g :

1 .  Farmers who have s u f f i c i e n t  income to r e q u ire  f i l i n g  
and have postponed f i l i n g  under the s p e c i a l  p ro v is io n s  o f  law 
which permit farmers to wait  as l a t e  as December 15*

2* Persons who did f i l e  in  September but underestimated 
t h e i r  ta x  by more than 20 percent  and who should, t h e r e f o r e ,  
f i l e  "amended d e c l a r a t i o n s "  to avoid p e n a l t i e s .

3 .  Persons who did not f i l e  in  September because t h e i r  
es t im ated  income a t  th a t  time was I n s u f f i c i e n t  to r e q u ire  f i l 
ing, ,  but now come w ithin  any one o f  the fo l low ing  c l a s s e s :

a .  Anyone who e xp ects  to have during the ca lendar  
year 1943 more than $100 gross  income from a source o u ts id e  o f  
wages which a r e  s u b je c t  to withholding and who a lso  expects  
s u f f i c i e n t  g ro ss  income to  requ ire  f i l i n g  an Income t a x  re tu rn  
($500 f o r  a s in g le  person, $ 1 ,2 0 0  f o r  a married couple, or 
$624 f o r  an in d iv id u al  married p e r s o n ) ,

b .  Any s in g le  person expect ing  wages o f  more than 
$ 2 ,7 0 0  during the year*



c .  Any married person or any married couple e x p e c t 
ing in d iv id u a l ly  or to g e th e r  more than $ 3 ,5 0 0  from wages dur
ing the year,.

d.  Any person who was required to f i l e  an income ta x  
re tu rn  f o r  1942 and who expects  h i s  wages in  1943 to be l e s s  
than in  1942 ,

There may be some taxpayers  who f i l e d  d e c l a r a t i o n s  in  
September and paid o n e - h a l f  o f  the remaining ta x  est im ated  to 
be due, but who now b e l ie v e  th a t  the amount f o r  which the 
C o l l e c t o r  w i l l  b i l l  them in  December i s  more than they should 
pay. These taxpayers may a ls o  f i l e  amended d e c l a r a t i o n s  c o r 
r e c t i n g  t h e i r  previous e s t im a te s  and recompute the amount o f  
t h e i r  in sta lm en ts  to be paid in  December. In such cases  the 
amended d e c l a r a t i o n  should be accompanied by the b i l l  rece iv ed  
from the C o l lec to r , ,  to g eth er  with the rem it ta n ce  fo r  any r e 
v ised  amount due on December 1 5 th .

’’The December 15 f i l i n g , ” Mr* Hannegan s a id ,  ”i s  in  r e a l i t y  
a follow-up to  the September 15 f i l i n g .  Both f i l i n g s  were 
s te p s  in  the t r a n s i t i o n  to the pay-as-you-go system o f  tax  c o l 
l e c t i o n ,  in  accordance with the Current Tax Payment Act o f  1943 .

”The purposes of  the  two f i l i n g s  a r e  s i m i l a r ,  the forms 
to be used a r e  i d e n t i c a l ,  and to some e x te n t  even the same 
taxpayers  a re  a f f e c t e d .  To understand the purpose o f  t h i s  
type o f  f i l i n g ,  i t  i s  n e ce s s a ry  to r e c a l l  t h a t  the income and 
V ic to r y  tax which i s  withheld from the wages o f  m i l l i o n s  o f  
taxpayers  i s  not  s u f f i c i e n t  In many cases  to pay the whole tax  
b i l l  of  the in d iv id u a l .  This i s  true  In cases  In which t a x 
payers r e c e iv e  income from r e n t s ,  d ividends,  business  p r o f i t s  
and o th e r  sources where no tax  i s  w ithheld .  Tax i s  withheld 
only from wages. The withholding a l s o  i s  i n s u f f i c i e n t  when a 
person*s  Income i s  high enough to be a f f e c t e d  by the graduated 
surtax  r a t e s  beyond the f i r s t  tax  b r a c k e t .  In o th er  words, 
the withholding system keeps the average taxpayer paid up only 
to th e  e x te n t  o f  an approximate minimum ta x .

”For these re a so n s ,  Congress enacted p ro v is io n s  by which 
taxpayers  who are  not kept paid up to date  by the withholding 
system would be brought c l o s e r  to the id e a l  o f  ’’p a y -a s -y o u -g o . ” 
In September, a l l  taxpayers  in  t h i s  c l a s s  - -  except farmers - -  
were requ ired  to e s t im a te  t h e i r  ta x  f o r  the year and, a f t e r  
taking c r e d i t  f o r  ta x e s  a lrea d y  paid ,  withheld and to be w ith
h e ld ,  to pay a t  l e a s t  o n e - h a l f  of  the  b a la n c e .  Those who must 
f i l e  In December w i l l  make t h e i r  e s t im a te s  on the same b a s i s  
and pay the e n t i r e  b a la n c e .  The f i l i n g  w i l l  be new to farmers 
who waited u n t i l  now to f i l e  and a l s o  to  those taxpayers  who 
f a i l e d  to f i l e  in September because t h e i r  expected income was 
below the f i l i n g  requirements but who now a n t i c i p a t e  l a r g e r  
incomes s u f f i c i e n t  to requ ire  the f i l i n g  o f  d e c l a r a t i o n s .
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f,I  want to  say a s p e c ia l  word,"  Mr. Hannegan emphasized,
»to those who f i l e d  in  September. Any taxpayer who f i l e d  in  
September and who b e l ie v e s  t h a t  h i s  est im ated  ta x  i s  not  sub
s t a n t i a l l y  underestimated need not f i l e  any new or amended 
d e c l a r a t i o n  t h i s  y e a r .  The c o r r e c t  tax  w i l l ,  o f  ° w s e ,  be 
determined on the annual ta x  r e tu r n  which w i l l  be f i l e d ,  as 
u s u a l ,  on or b e fo re  March 15 ,  1944 .

"However, I  would l i k e  to emphasize to the  persons who 
f i l e d  d e c l a r a t i o n s  in  September, t h a t  they should c l e a r l y  under
stand. the law imposes a p en a l ty  a g a in s t  any taxpayer whose e s t i 
mated ta x  i s  below the a l low ab le  20 p ercent  margin of  e r r o r ,  
u n le ss  an amended d e c l a r a t i o n  i s  f i l e d  on or b e fo re  December 15, 
which b r in g s  the es t im ate  w ith in  the p e rm iss io le  margin ox 
e r r o r .  In o th er  words, i f  a taxpayer  has reason to b e l ie v e  
t h a t  he underestimated h i s  t a x  payments in  September by a wide

a p e n a l ty ,  he should f i l e  an amended 
be a more a c cu ra te  e s t im a te  so t h a t  he 
a p e n a l ty .  I  have no d e s i r e  to levy 
and th e r e f o r e  I  want taxpayers  to under-

enough margin to cause 
d e c l a r a t i o n  which w i l l  
w i l l  not  be l i a b l e  fo r  
unnecessary p e n a l t i e s ,
stand c l e a r l y  how to prevent them."

"Amended d e c l a r a t i o n s , ” Mr. Hannegan expla ined ,  "a re  made 
on the same type o f  form a s  th e  o r i g i n a l  d e c l a r a t i o n s ,  
d is t in g u is h e d  only by w r i t in g  the word ' amended a t  the top oi 
the f r o n t  page. T h e re fo re ,  anyone who must f i l e  an amenaea 
d e c l a r a t i o n  w i l l  f ind  the procedure e x a c t ly  as i t  was in  
Septem ber ."

Persons having forms l e f t  over from September may use the 
forms they a lrea d y  have. Persons needing new copies  w i l l  be 
supplied promptly upon a p p l i c a t i o n  to  any C o l l e c t o r  o f  In  erna 
Revenue. The d e c l a r a t i o n  form i t s e l f ,  numbered 104QES, i s  the 
only form a c t u a l l y  to  be f i l e d  with the C o l l e c t o r .  In  addi-^ 
t i o n ,  the taxpayer has the choice  o f  two worksheets ,  from which 
he can c a l c u l a t e  the f ig u r e s  to be copied on the d e c l a r a t i o n  
form, One worksheet i s  a s im p l i f i e d  v e rs io n  t h a t  may be used 
bv anyone who wishes to approximate the ta x  on any in co m e  up to 
$ 1 0 , 0 0 0 .  The o th e r  worksheet i s  lo n g e r  and may be used by any* 
one who d e s i r e s  to  make a more p r e c i s e  es t im a te  o f  h is  t a x .  
Persons using t h i s  " long form" should deduct a l l  o f  the P o s t 
war c r e d i t "  f o r  V ic to r y  t a x ,  in  accordance with a re ce n t  a c t  ©I 
Congress p u tt in g  the c r e d i t  on a cu rre n t  r a t h e r  than postwar 
b a s i s .  On the s im p l i f i e d  form, no change i s  n e ce ssa ry  because 
the form a lrea d y  assumed the taxpayer  was e l i g i b l e  f o r  curren t
c r e d i t ,

Mr, Hannegan a l s o  promised th a t  the o f f i c e s  o f  the Col
l e c t o r s  of  I n te r n a l  Revenue throughout the country w i l l  again 
provide taxpayers  with as  much a s s i s t a n c e  as p o s s ib le  in  x f l 
ing the d e c l a r a t i o n s .
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