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Honorable John V~esley Snyderl Secretary of the Treasury, was born 
in Jonesboro, Arkansas, on 21 June 1896o He attended Vanderbilt I.hiver- 
sity until shortly before entering the Army in ~,'lay ].917. He received 
honorary degrees of LL.D, from Ouachita College, George Washington 
Dniversity~ and the University of Arkansas. He attended Officers ~ 
Training School and was coT~lissioned a second lieutenant in the Field 
Artillery. He served v,,ith distinction in France and was discharged as 
a captain. After ten years in commercial banking, he entered the Federal 
service~ aiding in liquidation of insolvent banks. Upon completion of 
the major part of the programof the Defense Plant Corporation, ~%lich 
he assisted in organizing, Lb. Snyder was av~arded the I~edal of Merit in 
19A7 for exceptionally meritorious conduct. Following the telm~ination 
of Vforld War II, he was engaged in helping business to meet the financial 
demands of reconversion. For 81most a year prior to his present appoint- 
ment~ he served as director of the Office of ~.Var },.'[obilization and Recon- 
version. Since 25 June 19&6 he bas been Secretary of' the Treasury. In 
addition to his duti@s as Secretary of the Treasury, ~{r. Snyder acts as 
Chairman of the National Advisory Council on International ~onetary and 
Financial Problems, is th.e U. ,%. Governor for the International },,_Tonetary 
Fund, and the U. S. Governor .for the Inte.-~,ational Bank for Reconstructior 
and Development. He is 8 member of the Ad~isory Board of %he ,~xport- 
Import Bank of ?lashJ_ngton and serves as a member on a variety of boards 
dealing v~ith national and international fi~ttanoial activities~ 
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GENERAL VANA~.N~ Gentle~.en, over I00 years a~o C!ausewitz pointed 
out that a shooting war is only one phase in the life-and-death struggle 
between great nations. We are not in a total shooting World ~ar III 
today; but we are, at this very moment'-and have been for a few years 
past--in the midst of a great struggle, a stm~ggle for our very existence 
and our very survival° Our lifeblood is the free-enterprise economic 
system. 

A guardian and profound student of that system is honoring us today, 
He will discuss ~vith us, "TheRole of tbe Treasury inWar Finance." I 
express to you, ~. Secretary, a warm, an~ veryhearty welcorae to the 
Industrial College of the Armed 9brces. 

Gentlemen~ the Secretary of the Treasury, the Honorable John W. 
Snyder. 

~. SNYDER: General Vanaman, gent!emen: With your permission~ 
Gener~l, today I am going to approach the s~bject of financilig a war 
endeavor and military effort in a little different fashion. I would 
like %o give you a sort of backdrop ageinSt ~,,hich to enact our little 
dram this morning. Having given you tb~t backdropj if the members of 
this group, General, would like to ask specific questions that ~,rould 
more clearly bring out points of interest here~ I think that we can do 
this rather complex and extensive job much more effectively. .If that 
is. agreeable, we will approach it in that fashion. 

In the troubled international situation of %oday~ one fact of supreme 
importance stands out. It is the great vitality and power for grov~hh of 
the American economy. An econonkv as rugged and reseurcefu! a s the American 
economy is one weapon ~hich a dictatorship can n~ver oro~uce; because to 
do so, a dictatorship would have to abandon autocracy for freedom. 

The strategic position which the American economy occupies in 
international affairs is thus the most significant military and polit- 
ical fact in the world today. It is the most significant element in 
any program for mobilizing our resources in time of war. Therefore 
public policies in every field of domestic activity--fiscal and otherwise-- 
must be so designed as to strengthen rather than weaken the sinew~s of our 
productive power. The policies must be planned in such a way as to avoid 
any steps or measures--however well adapted they Fray seem to a specific 
purpose--which would unde~_unine the ability of the American economy to 
meet the tremendous demands "~hich may be made upon it. 
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In b h e  long records of histo~¢, it. is comparatively new for military 
success to depend to any impo_~af~_t extent on the continuing productive 
capacities of a nation's economy. ~ring primitive times, when exchange 
of goods and s~,rvices took place largely by barter, the problem of 
mobilizing the defensive powers of the co~nunity was relatively simple. 
In those early days~ levies for defense and war ~'¢ere always in kin,J,~ 
Civilia~ and mili.ta~ needs wex'e merged and the rew,:ird for services was 
survival--both for the ~ndividual and for t.he group. 

.Later on, when money grew in importance a,'-..",, a means of exchang% it 
became co~.m.on to -build up treasure chests for th~o use o£ the state. ~',"~q~en 
danger threatened~ these hos, rds of money and valuables m~-~de it possible 
to procure needed supplies ~nd services quickly. This practice was 
common during Greek and Roman times ~nd even pe~:sisted into the ~g~ddle 
Ages and later° 

_But it is obvious that treasure chests and direct levies were adequate 
only in times when warfare was comparative3.y inexpensive and armies were 
largely sustained by plunder, The invention of new and comolicated 
weaoons changed conditions of waging war~ Th~ true ~,.~ar reserve of the 
present day must be a productive capacity capable of conserving the 
essential energies of an entire people at t?;e same tim~ that all of the 
vast needs of a moder~ war organization are fully and promptly met~ 

~,"~orld ~7~zr I) and to a far greater extent ~Jorld War I!, demonstrated 
that effective ~ilitary operations ~nder conditions of mOde:~ mechanized 
warfare depend on a vast and continuing flow of supplies ~!'rom the fac- 
tories and mines and farms of the entire Nation. A treasure chest in 
any for~.--~,vhether in money, in goods, or in ear)~.rked services--adding 
up ~o the hundreds of billions of dollars needed to car~ on a modern 
war for even a short period would be inconceivable° It is the, unending 
flow of new services and new supplies which provides the necessary basis 
of victory for a modern defense ~'orce. And in the industrial economy 
in which we live, where the outp'at of "goods and services is highly 
specialized, money exchanges and credit operations are absolutely 
essential to this flow. The complex, interchange of goods and services 
which makes up the production potential of the Ns~tion depends at eve~"g 
stage on the smooth functioning of. the monetary and financial system. 

The im.~ortance o~." these facts is made strikingly clear by the present 
positio~ of the United States as the leader and strongest Partner among 
the nations enlistedin the cause of fre(~dom-. The aggressor nations are 
setting out on a world-wide Course, of domination° :~a the face of this 
challeng% our ability and our determination to preserv~ our freedo~,-~ 
~d.!l be tested many times. To meet such tests~ wherever and in whatever 
form they Occur, we r~ust maintain our economic and financial strength. 
This must be the primary guide in solving current fiscal problems as 
well as the basic principle of financing a full-scale war~ should that 
ever again be required° 

I ~-~.: -" ~ .... ! :"~ ~ ' I .... ~, 
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We must ask ourselves how this goal o£ maintaini~:g the strength of 
our economy can be translated into a specific program o£ war financing~ 
Our past experience and the strat~.gic position o£ the ~aerican economy 
indicate two supreme guiding principles° 

Firs~ w e  must pay for current expendi-bures out of current incomes 
to the greatest extent consistent with maintaining the well-being of 
the Nation. Second, we must implement this program in such a way as to 
make full use of the free insbitu-~ions~ ~h.,~. incentives to individual 
effort, and. the inventive genius which M:~i!t the American economy, 

I believe that every American c.i%izen has become clearly aware 
during the past decade of the desirability of a pay-as-you-go policy 
with respect %o the Federal finances. This is an important rule of 
national econor~d.c health° Furthe~1ore, in" timos of heavily mounbJng 
military expenditures such as the present, a subs%.zntial ~t 

p~.~ o f  bo'bh 
business and persona]_ incomes must be diverted from the s~,:,~a,~,~ s o - 

. . . . . . . . . . . .  ~ . tl earn 
if we are to keep inflationary forces in check. ~cessive. price rises 
not only endan,~er our cur'ren% ability to produce~ they seriously 
jeopardize our capacity for m~zximUm prod~c%it~n, The first, step in a 
SUC~. ~ 

~e~sful war-financing program~ %here£ore~ must be a revenue system 
capable of drawing off the largest possib!~ amount of currently accruing 
finds which may prude~.tly be withdra~.~n from the total availab" 
civilian pehdlng S ~ . - t _ o.L~, ~or 

l'Vhile this objective is vital %o the ~'~intenance of our productive 
strength~ we must nevertheless recognize that it is im~×)ssible in fact 
to cover all the expenditures o£ a full-scale military-effort through 
taxation of current incomes~ 

Should there be a new world war--and we fervent!7 hope there won't 
be--then the necessity of devoting all of our resources to iefense will 
unquestiona.bly be Stronger than ever before. Eut no ma,,te~ how great 
the necessity, the full +. ~ "~ 

, , o~ ,a l  of personal and business ~un(~s in excess 
of those n..~dece~, ~ to pay for available civilian goods cannot° be levied 
upon by %axation~ A revenue system which tried to do %his would cause 
great injustices and inequities~ and could endanger our economic health~ 

In. the case of individuals, livJ.ng standards are different and are 
difficult %o adjust quickly, thus too severe taxes would result in 
withdrawals from r.mvings rather than reductions • ~ e 
business world, indiv~A,.,~l ~.~ . . . .  " ~n ~p~:.nding., In thA 
b X - - s t .  - ............... ~ e r p r z . s e s  m u s t  s h o ~  ~ 

-, ?he  rate of  ,arti,   ta   ion =n_?rder to 
~.. ~:~'~ ~tu~c. ~ afire other concerns ~i,,% ̂ ~.'~ .t '~ ~,.e .~.~ Could. be borne 

enterprise " " ~ "  ~ ~-~-~ ~. , )~ ,~ t ,  u m  oz  eree ousiness 
su.ch as ours~ there is no alternative in war 'financing other than a combination of taxing and borrowing. 

The successful b!endinc of war taxation measures and war oorrowing 
programs in SUCh a wa~ ss to make the mosD effective contribution to 
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the productive power of the. Nation is one o£ the raost difficult and 
most important problems on the dom~stj.c front during a war° We must 
bring to it all of our mature judgment~ our resourcefulness, and our 
store of experience if we are to f.-'~nd a solution which is best calculated 
to advance the war effort and at the same time provide the fou~.d~tions 

for a strong postwar peacetime economyo 

In approaching %his problem~ there are many lessons ~hich can be 
drawn from the experiences of V~orld ?~ar ii. i should like to take a 
few moments to discuss some o£ those which seem to me to have the mcst 
direct bearing on the new tasks which we shall have to face if we are 

mob_l_.ze our once more called upon to ~ ~ economy for an all-out effort, 

As we look back over the five momentous years of 19AI to 1945, 

several factors stand out in bold. relief~ 

It is apparent, to begin with, that our spectacular wartime achieve- 
ments in the field of science and technology were made possible by an 
environment particularly favorable to the deve].opment of inventive and 
productive genius. Our young people, more than in any other country in 
the world, are encouraged to think for themselves,. They are encouraged 
to t~j out new ideas and to work ~r~_th others in pu;tting these ideas into 
practice. When the crisis came, it was this environment--so encouraging 
to bold and rapid action--which proved to be one o£ our most precious 

wartime assets 

In addition-to th.e inventiveness and resourcefulness which was so 
important an element in our wartime strength~ another factor of great 
significance also had its deep roots in the American tradition. That 
is the fact that we achieved a full employment of our resources~ both 
material and h~an, with a minim~n o£ re!lance on propaganda~ ~atu%ory 
controls~ or penalties. This was an accomplishment which was unmatched 

in any other country. 

We did not need propag~i~nda to convince people of the values of the 
American way o£ living.° These belic~fs were as natural to A_~ericans as 
life itself° The relatively few control measures which we adopted in 
the course of swinging the economy into war channels would have been 
powerless without a genuine spirit of cooperation on the part of the 
vast majority of our citizeno, 

The enforcement mechanism which would have been needed~ .for example~ 
if our people generally had been un~villing to accept the restrictions 
of rationing and price control9 would have been far beyond even our 
ability to supply. Az~d the same thing holds true in another field-- 
that of taxation. Our income tax system--which oroved so flexible and 
so enormously productive under the strains of the war--is one of a mere 
handful in the world today which rests on voluntary ~alf-asse~oment and 
payment on the part o£ the individual citizens° l~ithout this cooperation 
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the costs and burdens of enforcement would be next to insuzmimmtabl@-_ 
while our tax revenues, in all probability, would be very much lesso 

In another respect, the incentives o£ our frse,ente.~pris e system 
operated to speed the processes required for converting otu" peacetime 
industries to war p%rposes, Oar inventive genius and. o~ir production 
know-how were assured a fr2e field of operation. Th~ result was that 
new inventions and never products were constantl?/-being out at the 
disposal of the military :"~' " "  ' '  ~ -i r ~ - " 

s(..o.~mceso In aad_tion, p oo.uct~on scbed~!es 
and quantify goals were outdistanced time and again° 

]~e can see no~ that a].l ~ 
~,hese mo%j..vatio~s acted together to nut our 

great production .~chine into high gear and to keep it there ~ntil 
victory was assured. Our ~r . . . . . . .  

p~o~uc~-mon ach.ieveme~-~,ts were not a m~r-'.~c]e~ 
They came abou~ because ~re. had i'U~il faith in our American way of doing 
thin,gs and in the institutions which had met the test of our owm 
experience° It was~ ~the decision to use those institutions, rather than 
going counter to tn~,m~ which was the true source o£ our wartime.: strength. 

In the area of finance the a~me lessons were spelled out. Confidence 
.was maintained in the ....... c~o.l,~ of the " ,, ~ • ,.~o~e~nment~ in our currency and in 
our bonds, in the banking sys%em s and z n  ouz • financial institutions 
generally~ This ~as an ac~ievumen~ '~'hich ~as absolutely essential to 
%he stupendous output of goods and services nee.ded for war. If this 
confidence had been shaken--if people had. begjun to doubt the ability 
of our £iDancial system to function ~ ~ '' 

el.. f~c~ively under, vyar £ z o n u ] . t l ~ "  ' one-- 
the effects on our pz'oduction mechanism mig~ht have been damaged er, ough 
to alter the entire course of the waz., 

But financial expedients which might have had this res<~lt were avoided, 
Civilian morale was maintained and our 0eople willingly accepted an enor- 
mous increase in taxation during the ~ar years~ I_n 194~ t '  " 

• '.ederal revenue from all sources was eight times as high as it had been in 1940, !argel~ 
as a result of greatly J.ncroascd income and profits taxes~ As you know, 
h~,~ever, the requirements of the ~ar still left our civilian population 
with a great deal more money a±'ter tax~s than could, be spent at cur~.snt 
prices on available civilian ~oods~ It was this money which was the 
objective of gove~mment borrowing policies° 

Our ~artime financial programs were successful in keeping inflationary 
tendencies ~mder co~zro! and in p~'omoti~g a smooth flow of goods and 
services into :vat ch.=~nr_~: ,±~,~ '  " ~ ~-° They v . ~ e ] : ' e  succ~ssful-:; because of the fact 
tk'~t the indiv.i.aua]_ citizens o ± '  this co~.m~ry were alEowed a wide area 
of choic~ in deciding what use they ~rou_-!.d make of their wartime incomes, 
The result was ~ril]in~ cooperation with the Government in both ta~%ion 
and borro}ving programs° " • ' 

Today~ we are in a new period of world crisis~ Zre know that both 
the spiritual faith and the material strength of America are on trial, 
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But we know~ a!so~ that our ability to meet the new threat to our ovm 
survival and to the peace of bhe -~rorld is greater than cver before, 

Despite the upheavals and strains of "the past IO years~ our 
traditional A~lerican institutions and our traditional America~: system 
of c6mpetitive en term~ise have ~row~d equal to all the d.e~mnd.s made on 

- ~ -~ national 
%hem. Today~ we can build up t~le ~ -~ ~'~" co~n~rY with 
economy which is more flexible and more vigorous than it was !O years ago 

or even 5 years ago, 

Each year since the clo~e of ~[or]_d ~,~$ar ii %here have been many who 

predicted economic disaster~ There have been msmy ~ho said that a~ 
economic system which draws its s~reng %h from the decisions and actions 

• ~ . . . . .  

of millions of individual citizens was s~mp~y not capable of r~mj~.tairdmg 
• ° r • a high level of business act~v~o.%~ without serious and Drolonged inter- 

ruptions. Year after year' we were told that once t~e back!og of wartime 
,~eo...ession was sure to fol!o~~ 

demand had been fully satisfied~ ~ ~ ~ 

But, as you know~ the many adjustments which were necessary in the 

course of reconw~rsion and ret~irn to peacetime conditions of doing 
business were accomplished--one after another~ with very little loss 
of b~isiness momentum. We ~ere soon back in stride ~rith the highest 
production that the Nation had ever knovmo We were soon back in the 
situation, in which individuals were receiving incomos at an ~mnual rate 
well above the previous peai<~ and when virtually-the entire labor force 

was fully employed. 

~&reover~ during these five years since the close of ~or].d V~ar II~ 
.~mermcan industry has moved steadily forward i n  the grea%ost ir~vestment 
program of its historT. In this period, private ind~ostry ½}~s exoanded 

• ~ • ) This is 
its plant and equipment by close to I00 bm~.lm<n "-l-~srs, 
considerably more than double the amount expended for increasing the 
mroduotion potential of the Nation during the entire period of ~Sor!d 
~{ar II--and during those ye~,rs> as yon know, we b~]i]_% the most efficient 

war production machine the ~'orid has ever kno~vn~ 

In these difficult times of unsettled international relations~ it 
- -~ - remain alert 

is particularly mmportant--ao I have em~lasmzem--%hat we 
to any new developments which hold the {hreat of -impairing our economic 
strength, Tha~ is why it has been necessary to institute immediate 

programs for greatly increasing our revenues and for restraining credit 
on a selective basis~ as well as adopting other meam.~res of proven 
effectiveness in holding inflationary tendenci<~s in check, I have eve~/ 
confidence that our people will give whole-hearted support to these 
necessary measures for conserving the economic resources of our Nation 

in time of danger. 

The achievements of our economy which I have stressed are well known, 
They are so well known as to seem co;mmonplace, and +_'or this very reason 
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we are apt to miss their sig~-ificance. We are apt to think of our 
achievements solely in terms of their outward manifestations; our 
great industrial potential; our financial system with its tremendous 
resiliency and strength; our technical competence. 

All these things are vital to our survival as a free nation. But 
the central fact which I have tried to emphasize today is that the roots 
of our strength are not found .in these material things. They are not 
found in the area of public policy. They spring from the mnltitudinous 
actions of free individuals--actions which add up to decisions of 
tremendous import in the life of the Nation. It is only by utilizing 
to the utmost • our traditional American institutions and the stimulus 
which they provide to individual initiative and individual effort that 
we can take fulladvantage of the one unique weapon of the free world-- 
the productive power of the American economy. It is only in this way 
that we ca~ exert our full military strength without impairing the 
great peacetime objective of our Nation--a strong and ~ro~ 

. . . . .  s economy 
at home, functioning as part of a prosperous and peaceful world. 

Today, I have not given you a specific blueprint for action. I 
have not outlined particular war-financing measures. These midst neces- 
sarily be worked out according to the circumstances and requirements 
of special or particular situations when they arise. It is vital, 
however, that we clarify ahead of time the broader issues which rill 
govern our day-to-day actions during a time of crisis. 

For this reason, I have emphasized what is to my mind the most 
important element in the entire financial picture if we should once 
more have to finance a total all-out f . 

e fort That element is the 
assurance, which I hope I have enabled you to share with me, that in 
case of such a supreme emergency the funds needed to pay for maximum 
effort on the military and production fronts will be provided. Further- 
more, they will be provided without unduly weakening the financial 
institutions or the productive power of the American economy.. Our 
strongest defense against aggression is the understanding and the 
willing cooperation of the individual citizens of this country, If~we 
have the wisdom and the courage to heed the lessons of our own past, 
and to build our defense plans with due regard to them, we need have no 
fears of our ability to meet the responsibilities which our new position 
of world leadership may place upon us--now or in the future. 

Thank you. 

GENERAL VANA?~N: I am going to ask the first question, ~. Secretary, if I may. 

We realize that in order to finance a war it will be necessary to 
tax and %o borrow. Now, a large number of our brokerage fir~ today 
will sayj "Don't hold on %o those bonds. Put your money into common 
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stock; it will pay six to seven percent, wbereas you are losinz money 

every day that you hold those bonds." 

If there is such a line of thought, how are we going to convince the 
people, from whom we wan'h to borrow this money, that savings bonds are 

the best things for them? 

~R. SNYDER: Thank you~ General~ That is a most vital question at 
this particular time in light of all the free advertising we have had 
in some of the financial colum~so The total debt of the United States 
at this time is 257 billion dollars. Of .~hat amount 58 billion dollars 
is in U. S. Savings bonds~ As to whether or not those bonds still have 
the confidence of the -people of this co1~itry', I will mention just one 
additional figure. There are ±,oday outstanding about IO billion dollars 
more in U. S. Savings bonds than there were at the end of the war. During 
the war~ U. S. Savings bonds ~J'ere created for a number of purposes: As 
an anti-inflation measure--put your money a~ay and don't try to put it 
in the ,spending stream; to build up something for the future for the 
individual; and to help in the war effort. We had all the emotionalism~ 
patriotism, and that sort of th.~n~ back ~ of the sellingQ The U. S. 
Treasury Department had around 2~200 paid employees to promote the 

selling of those bonds during the ~'ar. 

We thought seriously, in the Treasury as to whether or not we should 
continue the sav, ings bond program after the cessation of hostilities. 
Before making a decision we first decided that if it was to be continued 
it must be on a strictly thrift basis. We then called in all the invest- 
ment units in the country--the banks, insurance companies~ building and 
loan associations, mutual savings banks--and we sat ¢own and talked with 
them about it. We told them what our program would be if we cont, inuedo 
Without hesitation we were ~rged to continue to stay in the savings 

bond business ° 

As a result of the wonderful cooperation of all segments of the 
savings community, through voluntary sales effort, the furnishing of 
covered wago~s, Liberty bells~ ~he giving Of dinners and luncheons~ the 
putting on of these programs--the Advertising Council alone gave us 40 
million dellars of free advertising--and with an actual paid force in 
the Treasury of less than 500 ~oday (tha~, has been true for ab6ut four 
years now)~ we have built up our total of savings bonds to over 10 
billion dollars more than they were at the end. of World ]~ar IN 

Now, someone believes in those bonds. The volunteer salesman is 
doing it for nothing. He is not being paid a commission° There is 
no incentive for him to sell m ore~ These bonds were sold with no 
emotionalism~ no patriotism.~ but Simply because it was a good thing° 
Thrift was a good thin~ • someone's thrift, after all, furnished the- 
funds with which to build this great Nation---o~r great ~steel industry, 
our railroads, our oil; someone's thrift did that. The people furnished 

the funds. 
8 
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We get down .now to where you s~re the holder of some of those 
securities. In the first p]~.ce, close to 50 percent of the total 
outstanding "E" bonds--34 billion dollars of total savings bonds-- 
is in bonds of $!00 or less. Think of that ! Fifth percent of that 
total is in bonds of $i00 .or less. Will you tell 'me what a man with 
$18.75 or $37.50 or $75.00 is going to do going into the stock market? 
Of course, after you have saved up some funds, you are going to be 
solicited to reinvest those in better securities--they should say "more 
>~zardous" securities. • 

Our stock market is strong today° Some stocks have maintained a 
high level all the way through our ups and do~vns. But the truth of the 
matter is that the man who is saving "E'" bonds for thrift v~rposes has 
no business getting into the stock market. The man who saves "E" bonds 
is saving because he wants to be sure that he is going to get his dollars 
back when he needs them. If he had put his money savings into A, B, or 
C stocks, today he would have a great accrual of paper profits~ If you 
were to stop the average man on the street who has U. S. Savings bonds 
itandinsaY'U. S."?&at~ v'W°uld you have done with your money if you ~md not put 

ca ~ngs bonds?,,, you w ~ "" -~ 
~3& f~n~ he would have spent ito He 

wouldn.t have a thing in the world today to show for his savings° 

Vie }mv'e to measure what the piece of merchandise is we are talking 
about, it is the same piece of merchandise that is the f ,, 
our ba~kin svs - - oundation of " 

b " ~" g . tem, our znsurance system, our mutual savings bank system, 
our umlazng and loan associations. It is the same piece of merchandise 
in U. S. Savings bonds that it is in all the normal savings operations 
of our country~ It is only when you assume the powers of crystal gazing 
and try to make an investment for speculative purposes that you are going 
to leave the savings bond area for something you hope is going to be a 
lucky gamble. 

~{ost of you perhaps are too young to remember, but an old man like 
myself remembers what can happen to stock market investments. Now I 
not taking issue with stock brokers. Theyhave a useful am 

purpose and. I certainly do want them to stay in business° I am a strong su 
the pporter of 

system of orderly markets, such as are maintained by the New York 
Stock ~&rket. But we are talking about two different things. ~e have 
to be sure what we are talking about° That is what I think the brokers 
have .forgotten when they go out to try to u 

nsezl a citizen of the United 
States on his hold.imgs of U. S. Savings bonds and then try to get one 
to reinvest in some more hazardous speculative investment. 

But the real thing today--and .you gentlemen sitting right here can 
have this answer on the end of u ~ , " % 
hesitate to have _your ~,~n~ .... yo r tongu(~s, .'You, }~i~ B r o k e r  don't 
boy of 18 and above w~7--91~%~i~ pass a aralk law that will ~ ~ .... 

~ ...... , ~ co serve you, to 
protect your investments. You, Mr. Broker, are just as entitled to do 
your part and help provide the funds to do that job as that boy who is 
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drafted without his consent to go out to try to protect the investments 

with which you are bidding against United States Bonds." 

I think t½%t is your answer. 

QUESTION: N~. Secretary~ in our reference reading we have read 
that at the end of the last war our public debt was said to be around 
278 or 279 billion dollars. However, we have noted recently--and also 
from your own remarks here this morn.ing--that it is dovm to 257 billion 

dollars. 

I wonder if you could explain, somehow, the process whereby it came 

dovm that much? 

MR. SNYDEE: Yes, I will be glad to explain~ 

.At the end of the war most of us were anticipating that it would be 
several years longer before Treasury expenditures, would decline very 

fully abreast 
r much. In the Treasu Y Department, of course, we had kept 

and kept revenue coming in, and kept borrowing coming in, and new money 
coming in so as to be ready to meet any emergency. Therefore, the sale 
of government securities had been pushed right up to December 1945o This 
resulted in the Treasury having at that time almost 26 billion dollars 
in cash balances, which was an unusually large amount of funds for a 

peacetime operation of the Treasury~ 

Now, to show you how out of gear that was with .the normal peacetime 
requirements, I have been running the Treasury for the last two or three 

, ,-~ occasions has been as low as 2,,5" years on a cash balance th~.~.u on some 
to 3 billion dollars. So that gives you an idea of what had happened~ 
We suddenly closed off the war which left a bac.~ing up of a large cash 
balance. As soon' as we were assured that hostilities had definitely 
ceased,, we immediately used a majority of those funds to retire the 
debt which was atthe peak about 280 billion dollars,. 

In addition to that, in t~vo years (19Z~7 and 1948) we had surpluses~ 
During the first year it was about 750 million dollars, and in the new 
nearly 8 billion 400 million dollars. Both of those were applied. So 
that is where the debt really was reduced do'am to approximately 251 
billion dollars at its lowest period~ But then when we had the tax- 
reduction bill, that removed the revenue at the ~rong time° The debt 
has built back up to 257 billion dollars~ 

It will be interesting to you folks to know, with all the talk that 
is going on, that the size of the debt today is about where it was three 
years ago. So the?e hasn't been a great all-out tumble into an inflationarl 
operation by the Federal Gow~'~m~ent. I think that is a vitally 5~portant 
thing because many people in this country are convinced we are just simply 
head over heels in debt beyond anything we have ever been before. It 
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:tsnft true. Our total debt, as of this minute, is approxim~tely what 
it was three years ago. 

QUESTION: iWr. o Secretary~ I wonder if you would give us your views 
as to whether it is a healthy. ~ thin~. ~ to carz~r such a large public debt~. 
and if not what are the plans for the ultimate retirement of that debt? 

~; S}D/DER: Wel!~. our definite plan had been, up unti], this recent 
crisis, to. get "the budget in balance and to have a surplus which ~ould 
be applied regularly against the outstanding total of the debt~ 

You folks just stop to think about this: Every year since 19Z% you 
have read in the headlines of our newspapers that we were "going to the 
dogse" In 1946 they were saying, "The. war is over. Ever time 

- , Y i n  t h e  past we have had a period, of readjustment+ ~fe can't turn this greet 
wartime production ~-achine back into a :..~,acet!me production machine 
withoUtfrom onehavingend ofgreat~- dislocations to our eeono:~F/.. Tl~t was preached 

unz~ country to anothero 

In 197+7 they said ,,H^~ .... :. . 
we can~'t o an ; .,,.. ~_ months after tb ~ war . ~ ~. g Y lon~er. W ~ ~ . . . O~ course 

- t , _, ~ re alr,~ad~ ~.~,., ." - . We re be~ " .. Y b..~lm~ing to fT.ll u the ,~ olnnlng to find that there is un~-m,n]~+ . ~ - ,  ,. p , back~ogs~ 
Different industries are be~" ~ -:-'---~ .... . . . .  s r ~ o u g n o u t  the country. 

- ~mn._ng to readjust.,, The textile industry~ 
I think, was among the first° There was unemployment in New England stud 
some other placeso Of. course~ t?;at was the signal, It;s on the wayo 
We're headed for a depression+ But we weren,t. 

b Nineteen. huzldred a~d ,~ortv e~ ~h ÷. ~- ~ - - 
e %,he " ~ J- -~ +~ u~me; we±z of . ~. _ year. We couldn,t oossiblv~+-'-- . , . course~ t_,,.at was to 

an election year vet-hb.~+ ~:~-,~ $ ~+~±nue ~,o go a±ong~ You nev~ ..... 
g o . o n , _  Her.e we a r e  t w o  and  a h a l f  v = ~  n f conom~c u p s e t ,  Ke j u s t  c a n ' t  

Oln . " , , - ' ~ , + ~ ,  a.+L~z" Dne w , ~ r  T~';n~s a z e  g g ~o po~. People are restless be~+ ...... ." ~ '~ ~ ~ 
,.=~s~ ~me po±itzca! situation .¢s 

beginning to catch up with th~~gs. Our markets abroad are bezinning to 

slack up. Our war production machinery has been completely demobilized. Therefore, this is the year. 

Well~ as you .folks know, 1948 turned out to be a particu]a~Iv successful 
year for our economy--mud for our politics, too~ ..... 

But, a~yway, along came 1949, We ....... 
our economy+ W e  just thou , ~ - ~ . ' ~  ~Kjmg great "~djustments in 
But we did. ght. We~! now, we can't get by with all this° 

And then in 1950 you know vrhen they began to ad'ust " ~. • 
3 ~nv-ntor!es and other things, no one believed we were going to pull through.. And even 

before Korea we were already on the way back up. 7~e were surpassing 
every day all the peaks-of the past° We had an average income paid to 
individuals--this was prior to Korea--of over 217 billion dollars per 
annumo Think of that, gentlemenl Today it is up to 230 billion dollars° 
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But be'fore Korea, before the impact of inflationary pressures, we ~d 
already built back that av~erag e income of individuals per annum to 217 

billion dollars. 

As I told you folks last year~ I believe--it was either this group 
or one over in the War College--we had 200 billion dollars in savings. 
That did not mean your stocks and bonds On the market. It did not mean 
the investment in your house. It did not mean the cash value of your 

insurance policy. It meant, cash. sin the bank,in agovernmentSavings accountbonds, inweihehad 
bank, investment in U. S. Sav!ng bonds or 
actual cash savings of 200 billion dollars. 

Now, when you measure that against where we were back in the thirties, 
you can see that even in spite of an all-out war, the greatest ~e have 
ever knovnn in the history of the world, in four short years ~re had~ by 
our dynamic economy, built ourselves into a position of great strength 
in spite of the fact-that we were trying to help the nations of the 
world re-establish their own economies as both a humanitarian and an 

anti-Communistic effort. 

I hope that this, in some measure, will give you the reasons why 
we can reasonably hope that we could manage this debt of 257 billion 
dollars and progressively reduce it to a more manageable form. 

I will remind you that in all this period of readjustment, nntil 
all this excitement of the stock market spiraling up, the nDst stable 
market in the United States was the government securities marke t. I 
think that ought to be reassuring to all of us. 

QUESTION: As I understand your remarks, ),~, Secretary~ you do not 
believe any change is necessary now in terms of the "E" bonds in order 
to provide an incentive for ocoole to turn their bonds in for new ones, 

or to invest in additional bonds. 

I wonder if you would co~nment on the possiSility that, if that does 
not prove true, you might make some modification, possibly to fix a 
definite percentage rate per year after a lO-year period, or perhaps 
to provide that the Secretary will. establish a certain percentage of 
increase based on the increase in the cost of living, provided the 
bonds are retained only for taxation purposes and go to the Collector 
of Internal Revenue. In that case, theywould be allowed a higher 

percentage, 

~j~. SNYDER~ k little over three months ago I set up a comndttee in 
the Treasury consisting of Assistant Secretary Graham and Fiscal Secretary 
Bartelt to make an exhaustive study of the best approach to our .maturing 
savings bond program. The "E" bonds start maturing next year. ~le will 
have about a billion "E" bon&s maturing .in that year. The following 
year approximately 4 billion. Then it steps up to where, I think, the 
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highest in any one year of maturity will be in the neighborhood of 5 
or 6 billion dollars. 

We are undertaking at this time to get the best approach in handling 
those maturities, The item problem is tremendous, that is, just handling 
those back and forth. 

We must remember there is one thing that is necessary to keep in the 
mind of the public: If the people want their money~ the dollars are 
available to them upon maturity, • They can cash their bonds if they want 
to. That must stay paramount in their thought if we are to maintain the 
highest standing of our credit® 

And yet, on the other hand, we know that many of the people who o~m 
those securities would like to continue in the ov:mership of them; that 
is being given consideration, as to what is the best mechanical process 
of leaving those bonds in the hands of the present holders and giving 
them the benefit of the income increase on the interest in the future. 
Incidentally, the question of interest rates is also being given very 
careful consideration~ 

But there is one thing we must all remember: if you are operating 
a business, if you are aggressive and want your business to succeeds 
and you want to put it on a sot~fd basis," ~¢ou are no~ going to pay any 
more rent on your facilities t~rl you have to in order to get the proper 
type of facilities, And you are not going ~o pay any more rent" on %h 
funds tha~ you use to operate tha~ business ~ • ' e 

~han ms absolutely necessary in order to maintain the health of your business. 

That is the problem that faces the Secretary of the Treasury. I 
cannot in all good faith pay one-eighth of one percent more interest on 
government borrowing than I must and at the same time maintain the 
stability of our economy. I would not want~ under any circumstances, 
to starve the money market. But when you look at the earning rate of 
all the lenders of money- today you will find there is no money market 
being starved because of the present rate of interest being paid by the 
Government. So far, we have been able to maintain a very high respect 
for the integrity of the government security market. 

~n spite of all the excitement we have had in the papers about this s 
that, and the other, the Federal Reserve System still holds only a 
relatively sr~ll amount of the government securities--abou~ 2 billion 
more than it held over a year ago. That certainly is evidence that the 
people who are the holders of government securities are holding on to 
them; they are evidently satisfied with the earning rate because other- 
wise, with the free open market in the Federal Reserve for their securities, 
they would be unloading them. That has not been the caseo 
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However, getting back to your question~ we hope within a relatively 
short while to announce exactly what the refunding program will be and 

what the terms of that refunding will be. 

I might tell you one thing more about savings bonds right now. ~Te 
are not having any all-out sales program this fall, but we are having 
stimulation of the Payroll Savings Plan, I will give you one example 
to show you it is alive and awake and is not a diminishing process. 

The Carnegie Illinois Steel Corporation last June had 18,000 
participations in the Payroll Savings Plan~ That meant 18 percent 
of the employees of that great industry were investing regularly out 
of deductions from their pay roll izl U. S. Savings bonds~ Today~ after 
an intensive drive has been in operation :~or a few weeks~ they have 
over 80 percent participation. That shows .people are still interested~ 
That was all voluntary. There was only one Treasury man in that whole 
program~ The corporation be~.ieved in it and put their men to work on 
it. l~bor believed in it and put their men to work on ito As a result~ 
in a few weeks time ~,,fe have built up the particiDa -tion of one industry 

from 18 percent to 80 oercent today~ 

Q[~STION: y~° Secretary, ~e have had several speakers here who 
have suggested that ,the excess-pro,~'its tax w a s  something bad in itself 
because it penalizes expanding busi.nesses~ I am curious to know why 
we cannot~ or whether we have tried to, incorporate a provision in this 
tax we are considering that would avoid penalizing expanding businesses? 

I~R. SNYDER: Excess-profits tax is a misnomer~ in the first placeo 
But we are confronted today with the necessity of raising additional 
revenue° One of the first places we ought ~o look for a part of that 
increased revenue is to those abnormal profits whicY~ have been generated 
by the impact of the Korean situation~ We have seen corporate profits 
mount tremendously since J~me° It is evident that something brought 
that about and without doubt it was the price spiral immediately suc-" 
ceeding the beginning of the Korean incident. That is the first p!ace~ 
it seems to me, we should give attention in connection 7~'±th the raising 

o f  r e v e n u e  

Now, how do ~,re do it? ~n peacetime I am strongly in favor o£ an 
orthodox tax program on corporate profits, In wartime the entire scene 
shifts~ But as you gentlemen well know~ in a war movement the tactical 
situation changes hourly° Tl~t is the same way in the financia]- picture, 
We shift from one condition to another, Vie have to think in new terms~ 
Therefore~ when we tried to approach the problem of how to go at these 
abnormal profits and at the same time not upset the man ~tho ~d been 
making normal profits on his business, we had to devise some sort of 

gadget such as the corporate profits approach, 
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However, having still nursed the scars and wounds of the previous 
excess-profitstax, the Treasury Department went to work to try to find 
some way of modifying the Wbrld ~r II excess-profits tax structure so 
as to make it less onerous on business, to reduce the hardship cases 
and to remove the necessity for relief applications° In World War II 
we had over 54,000 applications for relief because of hardship in the 
application of the excess-prOfits tax on the profits of corporations° 

The Congress has issued a directive to come back and pass an excess- 
profits tax. ~e wanted to be helpful to Congress, so we nmde some sug- 
gestions. We suggested that instead of the $10,000 exemption of corporate 
profits that there should be a minimum credAt of $25,000. That move alone 
removed from exposure to excess-profits tax three-quarters of the corpo- 
rations of the United States. We have a few over 400,000 profit-lm~king 
corporations operating in this country. That would remove about 3009000 
from the necessity of paying an excess-profits tax. That, of course, 
was a big step forward because it was in that area that most of the hardship cases came up. 

Then, as a base, instead of sel~cting a four-year period, as 1936 
to 1939 was in WorldWar If, we suggested this approach: Take the 
Period 19£6 to 1949, inclusive, pick out the best three years of that 
period, average those and that, less 25 Percent, would be your base. 
Now that permitted a company to throw out a bad year, if they had 
experienced one. If it had a ve~vfbad year, then it did not average 
that into the base for figuring the excess-profits tax. 

Those two devices come nearer answering your question than any of 
the rest° There are numerous specific items that are under consideration 
for specific, unusual cases, such as types of industry that have had 
different levels of earnings, and things of that sort. Those are more 
specific items. But, in general~ those twoapproaches will come nearer 
to ironing out those inequities to which you referred than any other° 

QUESTION: Mr, Secretary, would you care to comment on the Federal sales tax? 

~. SNYDER~ Well, that has been approached and broached and suggested 
ever since I have been in Washington. That has been a good many years. 
i have been do%m here, back and forth, ever since 1939. I have never 
yet seen a Congress that even got within flame distance of a sales tax. 
They just seem to have an allergy to all the reasonableness we may think 
is inherent in a sales tax. They invariably refuse to talk about it 
because they say it is shifting the burden of taxation to-the little man~ 
We cannot even open that up for discussion except to mention :it and then 
have a rally of protests from all the committees. So, if ~e want to stay 
on good terms with the committee we must steer away from that.. 
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QUESTION~ Oetting away from the subject of individual borro~-ing 
over to the subject of individual taxau..on: I suppose there is quite 
a bit of room for changes in the income tax to make it stiffer for 
individuals and also to increase and broaden the scope somewhat° But 
is consideration being given also to other types of personal taxes like 
perhaps the excess-profits tam~ or the imposition of a surtax on what 
the individuals spend .in order to try to get them to increase their 

savings~ 

~,~° SNYDER~ The present tax bill that is being considered on the 
House floor today--hearings'~Jll start in the Senate Finance Committee 
meeting in a few minutes~ as soon as I get u~ there--is to ro~d out 
the tax program for the calendar year 1950+ in January or February~ 
no doubt, we will have to make another study of the program b~causo as 
you know the President sent up a request fo.r an additional 18 billion 
dollars for the defense program for fiscal year 1951~ ~e know that with 
th@ events today in Korea and in the other parts of the world we are 
facing a pretty stiff defense programo Therefore, we are going to have 
to face it realistically. ~ order to do the job~ as I suggested in my 
presentation~ to the greatest ~xtent ooss.~_.e out of current revenue 
without paralyzing our econo~ I think it will be necessary to come 
up the first of the year in the new Congress with another revenue bill 
which will approach all. types of incomes. This present bill is simply 
to round out and make more unbalanced th~ corporate and individual 
income taxation for this present year. A broader look will~ of necessity~ 
have to be taken when the nev~ Congress convenes the first of the year© 

GEIfERAL VANA~N~ NY. Secretary~ the co]iege is greatly indebted 
to you for taking your time this morning to discuss this very important 

problem with us. I thank you very much~ sir. 

~,~. Sh~fDER: Before leaving~ I just want to give ~u a little il- 
lustration° You know~ an illustration so many times helps to keep a 

principle in mind° 

I want to caution you against overdevelooing rumors and gossip° A 
man came home the other night unexpectedly and found his wife entertaining 
a strange man at dinner. He was shocked for a moment and just stood there. 
Before he had a chance to say a word she jumped up and said~ "It~ll be 
just like you, you big old gossip~ to spread this all over toying" 

(13 Feb 1951--650)S. 
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