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PREFACE

H. R. 13742, to provide revenue by the taxation of certain non-
intoxicating liquor, and for other purposes, passed the House of
Representatives on December 21, 1932, It was received in the
Senate and referred to the Committee on the Judiciary on December
22, 1932, The Committee on the Judiciary reported the same to
the Senate and it was referred to the Committee on Finance on
January 23, 1933. The Committee on Finance met on January 30,
1933, for the purpose of considering the bill. It was decided, after
due deliberation, \hiat hearings would be confined to the revenue
features only  Extens've hearings were held by the House Ways
and Means Committee, by the Senate Committee on Judiciary and
also by the Senate Committee on Manufactures on a similar measure.
The committee felt, therefore, that to have open hearings giving
audience to those desiring to be heard would amount to repetition
and duplication of testimony already available. The hearing was
accordingly held in closed session and limited to representatives of
the Treasury Department.

I. M. Stewant, Clerk.

11






CONTENTS

Statement of-— Pace
Hon. Ogden L. Mills, Secretary of the Treasury, Washington, D, ' 7
Hon. William E, Hull, Representative in Congress from Minois. ... 19

v






MODIFICATION OF VOLSTEAD ACT

MONDAY, JANUARY 30, 1933

UNITED STATES SENATE,
CoMMITTEE ON FINANCE,
Washington, D. C.

The committee met, pursuant to call, at 10 o’clock a. m., in its
committee room in the Senate Oflice Building, Senator Reed Smoot
presiding.

Present: Senators Smoot (chairman), Watson, Reed, Shortridge,
Couzens, Keyes, Bingham, La Follette, Hastings, Harrison, King,

George, Walsh of Massachusetts, Barkley, Connally, Gore, Costigan,
and Hull.

The CuairMax. 1 have called the committee together this morning
to consider H. R. 13742, which has been referred to this committee
for consideration, and which will be made a part of the record at this
point.

[H. R. 13742, seventy-cecond Congress, second session)

[Strike out all alter the enacting clause inclosed in blark bracketls and wsert the part printed in italic)
AN ACT To provide revenue by taxation of certain nonintosieating liquor, and for other purposes

B it cnacted by the Scnate « ud Iouse of Represerdatives of the Uwited States of
America in Congress assembled, [That (a) there shall be levied and collected on
all beer, lager beer, ale, porter, and othier similar fermented liquor, containing one-
half of 1 per centum or mare of alecohol by volume, and not more than 3.2 per
centum of alcohol by weight, brewed or manufactured and. after the cffective
date of this aet, sold, or removed for consumption or sale, within the United
Statcs, by whatever name such liquors mayv be catled, in licu of the internal-
revenue tax impesed thereon by section 608 of the revenue act of 191s (UL 8. .,
title 26, see. 506), a tax of 35 for every barrel containing not more than thirty-one
gallons, and at a like vate for any other quantity or for the fractional parts of a
barrel anthorized and defined by law, to be collected under the provisions of
existing law. Nothing in this sceetion shall in any manner atfect the internal-
revenue tax on beer, lager beer, ale, porter, or other similar fermented liguor,
containing more than 3.2 per centum of aleohol by weight, or less than one-half
of 1 per centum of aleohol by vohumne,

() Paragraph “ First” of seetion 3244 of the Revised Statutese (U, S, €., title
26, sec. 202) is amended to read as follows:

“First. Brewers shall pay 51,000, Lvery person who manufactures fer-
mented liquors of ar aame or deseription for sale, from malt, wholly or in part,
or from any substitute therefor, shall be decmed a brewer.”

Ske. 20 Wherever used in the national prohibition act, as amended and
supplemented, the following terms shall, so far as relating to beer, ale, porter, or
similar fermented liquor, have the following meanings:

(1) The term “one-half of 1 per centtm or more of aleohol by voiume”’ shall
uean “more than 3.2 per centum of alechol by weight.”

(2) The term ‘‘less than one-half of 1 per centum of aleohol by volume”
shall mean “ not more than 3.2 per centum of aleohol by weight.”

(3) The term “more than one-half of 1 per ecentum of alcohol by volume”
shall mean “more than 3.2 per centum of aleohol by weight.”’

(4) The teram “helow such one-half of 1 per centum™ and the term *‘below
such one-hali of 1 per centum of aleohol” shall mean “*to 3.2 per centum or less
of alcohol by weight.”

1



2 MODIFICATION OF VOLSTEAD ACT

Seces 30 ) Subdivision (D) of seetion 1 of Title 1T of the national prohibition
act, as amended and supplemented (relating to the definition of liquor and intox.
ieating liquor) (U, S0 O title 27, see. 1), is amended by striking ont “and is
otherwise denominated than as beer, ale, or porter,” and by striking oot the
period at the end thereof and inserting in Jicu thereof a colon and the following:
**Provided jurther, ‘That the terms ‘liquor,” ‘intoxicating liquer’, “beer’, ‘ale’,
and ‘porter’ as uxed in this act shall not inelude Leer, ate, porter, or similar fer-
wmented liquor, containing 5.2 per centum or les< of aleohol by weight, and such
heer, ale, porter, or similar fermented liguor may he sold in or from bottles, casks,
bharrels, kegs, or other containers, but =uch hottles, casks, barrels, kegs, or other
containers shall be Iabeled and sealed as (he commissioner may by regulation
preseribe,””

(b The term “intonicating lHquor™, as used in the act entitled “© An act to
prohibit the sale manufacture, and importation of intoxicating liquors in the
Territory of Hawaii during the period of the war, except as hereinafter provided”,
approved May 23, 1918 (U, 8.0 C title 48, ~ce. H20), and the ferm “intoxicating
drink”’; as used in =cetion 2 of the act entitled “* An act to provide a eivil govern-
nment for Porto Rivo, and for other purposes™", approved Mareh 2, 1917, <hall not
bhe construed to inchide beer, ale, porter, or =imitar fermented g or, containing
3.2 per centunt or less of aleohol by weight; and the provisions of the act entitled
“An act to prohibit the manufacture or sale of aleaholie liguors in the Territory
of Alaska, and for other purposes™, approved February 14, 1017 (U, S, €, title
48, sees, 261 to 291, hoth inclusive), shall not be construed to apply to beer. ale,
porter, or similar fermented lignor, containing 3.2 per centum or less of aleohol
by weight.

Sec. L The manufacturer of any heer, ale, porter, or similar fermented liguor
containing one-half of 1 per ¢ ntum or mere of aleohol by volume, shall for the
purposes of the internal revenve laws be considered a brewer.  Before engaging
in business he shall, besides gqualifving as a2 brewer under the internal revenue
laws, also sccure a permit under the national prohibition act, as amended and
supplemented (including the amendments made by this acty), authorizing him
to engage in such manufacture, which permit shall be obtained in the same
manner as a permit to mannfacture intoxicating liquor, and be subject to all the
provisions of law relating to sneh a permit. No permit shall be issued for the
manufacture of such fermented ligquor in any State, Territory, or the Distriet of
Columbia, or political subdivision of any State or Territory, if such manuficture
is prohibited by the law thereof.  Whoever engages in such manufacture without
sueh permit, or in violation of such permit, shall be subjeet to the penalties
provided by law in the case of similar violations of tile national prohibition act,
as amended and supplemented.

Skc. 5. Nothing in seetion 1 or 4 of thiz Act shall be construed as in aoy
manner authorizing or making lawful the manufacture of any beer, ale, porter,
or gimilar fermented liquor, which at the time of =ale or removal for consumption
or sale contains more than 3.2 per centum of aleohol hy weight,

Sec. 6. In order that beer, ale, porter, and similar fermented liquor, containing
3.2 per centum or less of aleohol by weight, may be divested of their interstate
character in certain cases, the shipment or transportation thercof in any manner
or by any means whatsoever, from one State, Teiritory, or Distriet of the United
States, or place noncontiguons to hut subject to the jori- - cdion thereof, or from
any foreign country, into any Swate, Territory, or Disti’ of the United States,
or place noneontiguous to but subject to the jurisdiction t,.- #oof, which ferinented
liquor i¢ intended, by any person interested therein, to be reecived, possessed,
wold, or in any manner used, cither in the original package or otherwise, in viola-
tion of any law of such State, Territory, or District of the United States, or place
noncontiguous to but xubjeet to the jurisdiction thereof, is hereby prohibited.
Nothing in this section shall be construed as making lawiul the shipment or trans-
portation of any liquor, the shipment or transportation of which is prohibited
by the act of Mareir 1, 1913, entitled " An act diversting intoxieating liquors of
their interstate character in certain cases™ (U, 8. ., Sup. V. titde 27, see. 122).

Sec. 7. Whoever orders, purchases, or eauses bheer, ale, porter, or similar
fermented liquor, containing 3.2 per centum or less of alochol by weight, to be
transported in interstate commerce, except for seientifie, sacramental, medicinal,
or mechanical purposes, into any State, Territory, or the District of Columbis,
the laws of which State, Territory, ur Distriet prohibit the manufacture or sale
tkerein of such fermented liquors for beverage purposes, shall be fined not more
than $1,000 or imprisoned not more than six months, or both; and for any sub-
sequent offense shall he imprisoned for not more than one year. Nothing in this




MODIFICATION OF VOLSTEAD ACT 3

section shall he construed as making lawful the shipment or transportation of any
liquor the shipment or transportation of which is prohibited by section 5 of the
act entitled ““An act making appropriations for the service of the Post Office
Department forthe fiscal yvear ending Junethirticth, nincteen hundred and eiehteen,
and for other purposes”, approved Mareh 3, 1917, as amended and supplemu nted
(U. 8. C,, Sup. V, title 27, see. 1238).

Sec. & Any offense committed, or any right acerued, or any penalty or
obligation incurred, or any seizure or forfeiture made, prior to the effective date
of this act, under the provisions of the national prohibition act, as amended and
supplemented, or under uny permit or regulation issued thereunder, may be
prosecuted or enforeed in the <ame manner and with the same effect as if this act
had not been enacted.

SEcC. 9. This act shall take effeet on the expiration of thirty days after the
date of its enactinent except that permits referred to under seetion 4 may be
issued at any time after the dute of enactment.

Sec. 10, If any provision of this act, or the application thercof to any person
or circumstunces, ix held invalid, the ren.ainder of the act, and the application
of such provision to other persons or circumstances, shall not be aticeted thereby.}
That (@) there shall be lovicd and collceted on all boer, lager beer, ale, porler, wine,
similar fermented malt or cinows lgquor, and jrutt judee, contarning one-kalf of 1 per
cenlum or more of aleohol by volionie, and wol morc thaw 3005 per cention of alcohol
by waight, brewed or manufacturcd and, on or after the effective date of this ael, sold,
or removed for consumption or sale, within the United Stales, by whaterer name such
liquors may be called, in licw of the interrad-revenue tax, if any. imposed thereon by
law in force on the date of enactmen! of his act, a tar of $3 for cvery barre containing
not more than thirty-une gatlons, and at a like rate for any other quantity or for the
Jractional pa. = of a harrel autlhorized and defined by law, to be collected under the
provizions of - cisting law.  Nothing in this scetion shall in any manner affect the
internal-reven  tar an bheer, lager beer, ale, pmier, wine, similar fermented wmalt or
vinous liquar, or frat juice, containing more than 3.05 per centum of alcohol by
weight, or less than one-half of 1 per ecnls m of aleohol by voluime,  As usged in this
geclion the term * Undted States™ ineludes ondy the States, the Territories of Alaska
and Hawaii, and the Districl of Columbia.

(b) Paragraph ** First" of <ection 3254 of the Revisad Statutes (U 8. € title 26,
gec. 20.2) is amended to read as jollows:

“First. Brewers shall pay 81,000, Ervery person wlo manufactures fermented
liquors of any name or deseription for zale, rrom mall, wholly or in part, or from
any subslitute therefor, containing one-half of 1 per centan or more of alcohol by
volume, shall be deemed a brewer.”

Sec. 2. The following sections af the national prohibition act, as amended and
supplemented, are hereby repealed:

tar The second paragraph of section 37 of Title I1 (U, N, (., title 27, sec. 38).

by The jourth or last paragraph of scetion 37 of Title I1 (U, 8. €., litle 27,
sec. K0,

Sec. 3. () Nothing in the nationual prokibition acl, as amended and supple-
mented, shall apply to any of the jollmeing, or te any act or failure to act in respect
of any of the following, containing not more than 3.05 per centum af alcohol by
weight: Beer, ale, porter, wine, =i milar fermented mall or vinous liguor, or fruit
Juice: but the national prohibition act, as amended and supplemented, shall apply
to any of the foregoing. or to any ast or failire to adl in respect of any of the foregoing,
contuined in boltles, vasks, barrels, kegs, or ather containers, not labeled and sealed
as may be preseribed by requlations.

(b) The following acts and parts of acts shall be subjeet to a Like Umitation as to
their application:

(1) The act entitled ** An act to prohibil the sale, manufactiure, and importation of
intoricaling liguors in the Territory of Hawaii during the period of the war, except
a8 hereinafter provided,” approved May 23, 1918 (U. S, C., title 43, sec. 3200

(2) Nection 2 af the act emitled ** An act lo provide a civil gorernment for Porto
Rico, and for other purposes,” approved March 2, 1917

(3) The act entilled ** An acl to prohibit the manufacture or sale of alcoholic
liguors in the Territory of Maska, and for other purposes,”’ approved February 14,
1917 (L. 8. O, title 48, secs. 281 to 291, botk inclusive).

() It shall be unlawful to advertize by any means or method any af the liguors or
Jruit juices deseribed in subsection (a) of this section, or the manufaclure, sale,
keeping for sale, or furnishing the same, or where, how, from whom, or ai what price
the same may be obtained, in any State, Territory, or District of the Unitcd States,
if by the law in force at the time in such State, Territory, or District, it ix unlawful
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to manufacture or scll such lguors or fridl juices: Provided, however, That wothing
in this subsection shall apply to newspapers published e foretan countrics wher
matled to this country.  Any violation o ine provisions of this subsection shall be
punished in the manuer provided by {aw for viola fons of section 17 of the national
prolidbition act.

Sec 4.0 (@) The manufacturer for sale of beer, ale, porter, wine, similar for-
mented mall or vinous liquor, ar friit juice, cordaining onc-half of 1 per cenlum
of alcoho! by rolume and rot more than 3.05 per eentum of aleohol by weight, shaly,
before engaging in busingss, sccure a permit under the national prohibition act, as
amended and supplemented, anthorizing him to cngage iu such mannfacture, which
permil shall be oblaincd in the same mawner as a permit o manufacture intoricaling
liquor, and be subject (o all the provisions of law rdating o such a pormdt. Nuch
permit may be issued to @ manufacturcr for sale of any such fermentod mall or
vinous liquor or frudt juice, containing tess thaw onc-half of 1 per ccutiom of aleohol
by volume, if he desires to tale advanlage of the provisions of paragraph (2) of sub-
section (b) of this section.  No parniit shall be issued for the manufacture of such
fermented mall or vinous liquor or frudt juice (n any State, Toeritory, or the Distriel
of Cotumbia, or political subdivision of any State or Terraory, i such manufacture
ts prohibited by the law thoreof.,

{b) (1) Such permit shall speeify a masinvon aicololic content permissible for
such fermented malt or vivous Ugreor or frot juice at e time of withdrawal from
the factory or othcr disposition, which shall wot be greater than 3.05 par centum of
alcahol by weight, ror greater thaw the mexivaom alcokolic content permissible wnder
the law of the State, Territory, or the District of Colwndbia, or the political sulrlivision
of a State or Territory in which such liquor or frudt juice ts manufacturcd,

(2) In such permdl may be included permission o develop in the manufacture of
such fermented malt or vinons lquor or fruit juice by the usual methods of fermenla-
tion and forlification or otherwise a tiquid sucl as beer, ale, porler, wine, or fril
Juice, of an alcoholic content in cxcess of ihe meximum specdfied tn the permit: bual
b:fore any such liquid is withdraien from Uie factory or otherwise disposcd o the
alcoholic content shall, if (i cxeess of the maximum specified D the permit, be reduced,
under such regulations as may be preseribed, lo or below such maxinwm: bul such
liquid may be removed and transported, under bond anld under such regulations as
may be preseribed, from one bowded plant or warchouse to another for the purpose
of having the percentage of alcohot reduced to the marinuan specified in the permil
by dilution or extraction. Such liguids may be developed, under permit, by persons
o kher than manufacturers of beverages containing not more than 3.05 per centum of
alcohol by weight, and soid to such manufacturcrs for conversion into such beverages.
The alcohol removed from such liquid, if cvaporaled, and not condensed and saved,
shall not be subject to tax; if saved, it shall be subject to the same law as other alcoholic
liquors.  Credit shall be allowed on the tax duc on any alcohol so saved to the amount
of any tax paid upor distilled spirits or brandy used in the fortification of the liquor
Sfrom which the same is saved.

(3) In any case where the manufacturer is charged with manvfacturing or selling
Jor beverage purposes any becr, ale, porter, wine, similar fermented malt or vinous
liquor, or fruil juice, containing more than 3.05 per centum of alcohol by weight, the
burder, of proaf shall be on such manufacturer to show that the liquid so manufactured
or sold conlained not more than 3.05 per cenlum of alcohol by weight. In any case
where a manufacturer, who has been permitted to develop a liguid such as beer, ale,
porter, wine, or fruil juice, conlaining more than the maximum alcholic content
specified in the permit, is charged with failure to reduce the alcokolic content lo or
below such maximum befure such liquid was withdrawn from the factory or otherwise
disposed of, then the burden of proof shall be on such manufacturer to show that the
alcoholic content of such liguid so manufactured, sold, withdrawn, or otherwise dis-
posed of did not exceed the mazimum specified in the permit. In any suit or pro-
ceeding involving the alcoholic content of any beverage, the reasonable expense of
analysis of such beverage shall be taxed as cos(s in the case.

(¢) Whoever engages in the manufacture for sale of beer, ule, porter, wine, similar
fermented malt or vinous liquor, or fruit juice, without such permit if such permit 13
required, or violates any permil issued to I{im, shall be subject to the penalties provided
by law in the case of similar violations of the rational prohibition act, as amended and
supplemented.

() This section shall have the same geographical application as the national pro-
hibition act, as amended and supplemented.

SeC, 5. Except to the extent provided in seclion j (b)(2), nothing in seclion 1 or 4
of this act shall be construed as in any manner authorizing or making lawful the
manufacture of any beer, ale, porler. wine, similar fermented malt or vinous liguor,
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or fruit juice, which at the time af sale or yemoval for consunption or sale condainx
more Loan 3.05 per centam of aleokal by weiqht.

Nece. 6. Lw arder that heer, ale, porter, winve, similar fermentcd malt or vinous
liguor, wedd frudt juice, containing 305 per contun or lese of aleohol by weight, may
bo divested of their interstate characier in cerlain enses, the shipment or trans portation
thereaf Tranyy manner or by gy means whatsoever, from one State, Toreitory, or Dis-
trict of the Udtcd States, ar place woncondiguons to bul subjcet do the jurisdiction
thereof . ar frone awy fordigu conrdry, {do any State, Territory, ar Disicie! of the
United Stales, or place noreodiguons to but subject to the jurisdiclion thereof, which
fermentad malt or vivous lguor or fradt juice is fudended, by any porson fntevestod
thercing Lo be received, possosscd, sold, or 2w any manner wsed, cithor in the original
pachage or othcrwise, Ocvioltioe of awy lawe of sueh State, Taridtory, or Distriet of
the Unitted States, or place wonecontiguons to but subjoet to the jurisidiciion thercof, is
herchy prohibited.  Nothing iw this scetion shall be coustrued as making lawful the
shipment or transportation of awy guor the shipment or transporlation of which is
proliibited by the act of Marelc 1, 1913, entitled ' Au act dicesting intoxicaltng lguors
of thetir duderstate character tn certain cases™ (U7 S C Supp, Vo, tide 27, see, 122,

See. v Whacear ordorsy purchascs, or causes heory aley portor, wive. sniflar for-
merded malt ac vivons liguor, ar frudt judze, carlaining 3.05 por centume or liss of
alcabol by wedalit, to be transportcd (n tnderstate commerce, erecp® for seiontilic, seera-
mendal, modicinal, or mechawieal puarposes, inla any State, Tervitory, ar the District
of Colwmbin, the laws of which State, Toreitory, or District prohibit the wanufaeture
or sale thercin of suel forwented pralt ar vivaus liquors ar frait juicos jor boeerayge
purposes, shall be tived ol neoce an ST ar T prisorcd wol worce Ghar sie pont s,
or bnth: and for any subscquent offcyse shall be tneprisoncd for wot wore thar one
year.  If any person is eoneicled wndor his sceliond any pormil issued te bine shall
be revoked. Nothing in this scetion shall be construcd as making lawfol e shipment
or rausporlation of avy Ugaor the shiipnocad oy transportation of elich is preahibited
by scetion 5 of the act cutitled “ A act makinvg appropriations for the serviec of (he
Post Oflice Do parteent tur e fiseal year cuding June 30, 1918, and for other pur-
poses,” approccd Mareh 3, 1417, as anended and sapplemerded (U0 S C Sapp, V),
title 27, sec. 1.23).

Sec. 8. (a) 1t shall b wrdawful to givrc or scdl any of the abore becerages to porsons
wunder tLwenty-one years of aqe.  Auy porson violating this provision shall be <ihjoet
to a fine wot cxceeding S100 ar be T prisoned nol (o exceed sip months.

" Awy offense comnuttcd, or awy right accrued, or any penalty or obligation
tnecurred, or any seizure or forfeiture made, prior to the « feetive date of this aely wnler
the provisions of the national prokibition act, as amendcd and supplemented, or vder
any permil or requlation issaed therounder, may he prosecuted or enforeed (n the same
maruer and with the same (flect as if this act had not beer enacted.,

Sec. 9. This act.shall tale effsct on the expivation of thirly days after the dote of
its enactment, excepl that permits referved lo under section § may he issued al any
time after the dale of cnactment.

See. 10. If any provision of this act, or the application thereof to any persan or
circumstances, s held invalid, the vemainder of the acl, and the application of such
provision lo other persons or civeumstances, shall not be affected therchy.

Pass<ed the House of Representatives December 21, 1932

Attest:

Sovrn TrimeLy, Clesk

The Cuamrvax, The Secretary of the Treasury is present.  What
is the pleasure of the committee?

Senator Harrisox. Mr. Chairman, I move that we restrict this
hearing to the revenue features of the bill.

The CuairMaN, Senator Harrison, do you think that is quite fair
to some persons interested in the bill and who have requested an
opportunity to be heard? Of course, I would not suggest that we
hear anvbody who testified before the House Ways and Means
Corunitice,

Senator Harrisox. Well, Mr. Chairman, T do not think we ought
to open the subject up broadly, for instance, to a discussion of the
moral features of the bill. When the bill came over from the House
we divided it up into two channels, for one feature of it to be studied
by the Judiciary Committee, and they have reported on the con-
stitutional features of the mensure, and then it was referred to this
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committee to study the revenue features of it. And so in that
situation 1 do not think we ought to go into a whole lot of other
questions.

The Cuamryax. 1 do not think it is going to take very long to
consider it, limiting it as we ought to in the circumstances and as we
certainly will T takeit,

Senator Bixauay, Mr. Chairman, last year we had long hearings
before the Committee on Man ffactures.  The prohibition people had
a full chanee to prezent their side of the question without restriction,
and to put in evervthing they wanted to put in as to why we should
not have beer. The other side had an equal opportunity to put in
what they desired to put in.  That was not accepted by the Senate.
And then this bill came over from the House, and it was referred to
the Judiciary Committee. It has now come out of the Judiciary
Committee and was referred to this committee for a report on the rev-
cnue fentures of it. 1 therefore think that Senator Harrison’s motion
should prevail,

Senator Hauwuwox. T will say very frankly that there are some
features of the bill passed in the House that | will vote against when
it comes up on the floor, that is, as to the structural part of it. For
instance, T think we should permit certain advertising, just as broad-
casting is done, and when the bill reaches the floor no doubt there
are many members of this committee who will have amendments to
offer. T think it might very well be handled there instead of our
attempting any constderable hearings here.  So that after consider-
ing any purely revenue features of the bill T think we should vote to
report the bill and then handle it on the floor of the Senate.

Senutor SHorrripGr. Mre. Chairman, assuming that our funetions
in this committee are to be limited to the nmrrow question of revenue
raising, in order to determine that point it might call for material
amendment, or amendments to the bill as it appears here before us.
As, for example, the bill here, as 1 understand 1t, legalizes or permits
the manufacture and so forth of “wine’ at 3.05 per cent of alcohol.
Well, does anybody suppose that “wine,” so called, of that percent-
age would yield any revenue at all?  Jt would not.  Whereas, if
another percentage as to wine should be agreed upon, it might yield
a very considerable revenue.  Hence, I want it understood that if we
are directing our minds immediately to the revenue leatures of the
bill, it might reasonably call for discussion, and perhaps for some
hearing as to logically related features of the bill.

Senator Warsi of Massachusetts, After the Judicinry Committee,
at least in substance, has said that wine of an uleoholic content in
exeess of 3.05 per cent would be unconstitutional?

Senator SHorTrIDGE, Noj it has not said so in express terms,

Senator Wansy of Massachusetts, But it has said so inferentially.
It seems to me that in substance they have said that,

Senator SnorrripGE. But we are to consider this bill from a rev-
enue-raising standpoint,

Senator Grorck. The bill has been voted out, and all that we have
to consider is, if this bill will produce revenue, and if so, how much.

Senator WarsH of Massachusets, It ought not to take us more
than five minutes to consider that proposition.

Senator SnortripGE. Wouldn't we be at liberty to suggest changes
which would yield revenue?
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Senator Georce, I do not think we have any jurisdiction on that
point. We are to consider this bill. ]

Senator Harrisox. Oh, if you want to have it 86 or $7 per barrel,
or make it higher in the matter of changing the percentage, you would
have the right to do that, 1 take it.

Senator Bincuay, 1 think you would have the right to consider
whether the bill as drawn is in fact a revenue producing hill, pro-
vided we do not go contrary to the provisions as luid down by the
Judiciary Committee.

The Cuamman. Then let us decide whether we will consider the
Judiciary Committee's report.

Senator SHorTrIDGE, 1 do not think that in our discussion we
ought to be limited to the report of the Judiciary Committee.

The CuamrMan. Gentlemen of the committee, Senator Harrison has
made a motion that the only hearings we will have upon the pending
measure will be upon the revenue provisions of it. Al in favor of
that motion will make it known by saving ave., [Several ayes.]
Those opposed will suy no. [\ few noes.]  The aves have it and it is
so ordered.

Senator CoNNALLY. T suggest that we hear Seeretary Mills,

The Cuamyax. Before we hearv the Seeretary of the Treasury,
do the members of the committee want a public hearing, or shall we
hear the Seeretary in exeeutive session?

Senator Kinag, 1 move that he be heard in exeeutive session,

Senator GrorGe. Why so?

Senator KinG., He has already been heard before the Wayvs and
Means Committee, and I think we might proceed in that way more
expeditiously.

Senator Hanrrison. Suppose we hear Seeretary Mills in executive
session, and then we will be prepared to know how much further we
want to go with the hearings,

The Caamrman, Allright,  We will now hear from the Secretary of
the Treasury as to the revenue features of the House bill,

STATEMENT OF HON. OGDEN L. MILLS, SECRETARY OF THE
TREASURY, WASHINGTON, D. C.

Secretary Mivts, Mr. Chairman and gentlemen of the committee,
I have not got anything to add to what I told the Ways and Means
Committee. The Treasury estimates that at $5 a barrel we ought to
collect during the fiseal year 1934 from %125,000,000 to $150,000,000.

Senator Harnisox. Is that for the fiscal year?

Secretary MivLs. Yes. We also felt at that time that if malt
girup, which is taxed at a relatively low rate under the present law,
is subjected to a compensatory tax, the ultimate yield of the tax on
beer could be increased somewhat.

Now, gentlemen of the committee, in reaching these figures we had
to make some rather complicated computations, and probably some
fairly sweeping assumptions. We took the per capita consumption
of beer over a number of years, including the fiseal year 1914, when
I think the maximum was reached, and when 66,000,000 barrels were
sold, and we found that both in this country and abroad, particularly
in England, there was a relationship betw . en changes in consumption



S MODIFICATION OF VOLSTEAD ACT

and in the tax rate, and, therefore. we adjusted the per capita con-
sumption as nearly as we could to the 85 per barrel tax basis,

Senator King, That is to say, vou thought the $5 per barrel tax
basis would produce the greatest amount of revenue?

Seeretary MiLes. Not necessarily.  The %3 a bariel rate was in
there, and we figured out what the probable consumption would be
at that tax rate, bused upon study which our economie seetion made,

Senater Bixenas. Mr. Seeretary, before you go on with that will
vou please tell us what rate will prodace the largest revenue, or have
vou meluded that?

Seeretary Mines, Noj I have not included that.

Senator Bixanay. Well, that is one of the most important things
for us to consider, [ take it.

Seceretary MiLws. It scems to me that is very largely a matter of
opinion, and I do not know that my opinion on that subject would he
any better than yours.

Senator Covzexs. Did [ understand, M. Seeretary, that vou had
66,000,000 barrels as yvour basis?

Seeretary MinLs, No.  We just considered the per capita consump-
tion of heer over a number of vears.

Senator Covzens. From 1914 up to the present time?

Secretary MinLs. No.  We started our analysis with 1895 and
went right on through.

Senator Covzens. What was the average consumption of beer
during that period, or did you use an average?

Seeretary Minns. 1 have not the average over that period right
here before me. [ will say that it varied from yvear to vear with
changes in the tax rate. But what T was giving vou was the average
for that period.

Senator Covzexs., 1 think we ought to have an estimate of the
number ol barrels.

Seeretary MiLs. It vou gentlemen want Mr. Stark to do so he can
give vou detailed estimates on which these figures are based. I was
merely trving at this time to give vou the general procedure that was
followed.

The Cuamman. Very well, if the committee desires those details,
Mrp. Stark ean furnish it afterwards.

Secretary MipLs, As I was saving, when we had reached a figure
which was related diveetly to the tax rate, we then wrote that figure
down beeause of depressed business conditions, the assumption being
that there would be a smalier consumption in times like these than
in the vear 1914, for instance.  Having done that, we then applied
tl at per capita figure to two lists of States, one including those which
were likely to permit the immediate =ale of beer and the other a
group which ineluded some States which we thought would probably
permit it, but in respect of which there would seem to be more
uncertainty.  On the basis of those two lists of States we reached
a possible consumption, in the one ease of 33,000,000 barrels and in
the other case of 42,000,000 barrels, to be consumed during the next
fiseal yvear.

We then subjected those figures to a further revision downward,
and for these reasons, as stated to the Ways and Means Committee:
1t should be remembered that the industry, at least so far as legiti-
mate production and distribution arve concerned, is not now estab-
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lished, and that home brew and bootleg beer are apparently manufac-
tured on_a very considerable scale. The time which would he
required for the commercial production and normal distribution is
problematical.  Moreover, there is very considerable uncertainty of
the change which may have taken place in the public taste for a
beverage of the aleoholie content provided in the bill, particuiarly
when consideration is given to the number of younger men from 21
to 35, who have not been accustomed to the use of sauch a beverage,

After making these further adjustments we estimate the probable
consumption of tax-puid beer in the fiseal year 1934 at 25,000,000
harrels and 50,000,000 barrels, respectively, for the two lists of States.
These tigures indiente collections in the amount of $12 25,000,000 and
$150,000,000, respectively.

Senator SgorTRIDGE. At $5 a barrel tax?

Seeretary MinLs, Yes,

Senator Covzexs, Have you made any estimate if there were a
lower rate whether there would be any greater consumption?

Seeretary Mins. No.  Ldonot understand that we were to go into
that feature of it.  But that we were to give the committee the best
estimate we could make as to the revenue which would be produced
under this bill,

Senator Binanam. The present rate is $6 a barrel. That is the
tax to-day.

Secretary MiLLs, Yes.

Senator Bixanas. What would that amount to, for the ordinary
bottled beer?

Seeretary MiLs. Tt would be about 2 cent a pint, 1 believe.

Senator Kixag, Senator Bingham, did you niean for a quart bottle?

Senator Bixanan. No, for onlv tho customary bottled beer. It is
not quite a pint.  Mr. Secretary, what is the tax to-day in England,
per barrel?

Secretary MinLs. The tax in England to-day 1 think is 103 shillings
per barrel, which tax is subjeet to certain administrative adjustments
ncluding a rebate of one pound per bulk barrel.  The English barrel
is of course larger than ours. Converted to the basis of our barrel
and of our currency (st par) 1 believe actual collections are at a rate
of about $13 per burrel.

Senator Harkison. And that goes to the central government,
There you have not a whole lot of muricipalities and other agencies
of wovernment that assess n tax against them as we have here.

The Cuarrvax, 1think they have,

Senator Binauay, They have a loeai license tax.

Seeretary Minns, Yes,

Senator Hannox. But how does thet differ from our process over
here?  Here you have eity taxes and State taxes, and you have other
taxe-,

Senator Warsn of Massachusett=z, The eity tax i to do business,
The State tax is upon the beer, such as we levy, or the same characeter
of tax. )

Seeretary MiLws. Of course, vou have a very different situation
here. You have a well-established illecal trade that has to be put
out of business. And unless this beer, which after all has not got a
very high aleoholic content, can be sold reasonably cheap it is very
doubtful whether it could drive ont the illegal trade. 'That is your
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first problem. Now, it is all a matter of judgment . Tt seems to us
that $5 per barrel was probably a pretty good starting point, and

Senator SHORTRIDGE (interpoging). Certain witnesses 1 think sug-
gested that with a tax of $5 a barrel the legitimate trade could still
furnish a 5-cent glass of beer. ' )

Secretary Mivrs. Well, as to that, of course it dependstupon what
the States and cities do.  You will have a State tax on top of that and
a city license tax,

Senator Warnsu of Massachusetts,  “They will at least put a tax of
$1 a barrel on beer, and perhaps 52,

Senator Kinag. And then the eities may impose a very heavy license
upon the man who opens up a place for the sale of beer, if they do
permit it at all.

The Cuamyax. But when these taxes are imposed every one who
pays them will become a deteetive to see that the other fellow is not
zoing to sell beer unless he pays the license,

Senator Binguasm. Mr. Seeretary, do you know what the reputed
price per barrel of illicit beer is to-day?

Secretary Minus. Well, now, 1 think Doctor Doran told me it
varies from about $25 a barrel to a considerably higher ficure. That
is my recollection. 1 have no information on th.: subjeet, other than
that. You see, when considering, the price of illicit beer, yvou are
dealing with a price which is by no means uniform or readily quoted.

Senator WavLsH of Massachusetts,  This bill before the Senate is
more liberal than the House bill in that it permits the manufacture of
beverages other than cereal beverages, any bevernge that contains
less than 3.05 per cent of alecohol can be manufactured.  Mr. Secre-
tary, do you think that this broadening of the scope of the bill will
increase the revenue any?

Secretary Mivs. Do you mean the wine end of it?

Senator WavLsu of Massachusetts. Yes.

Secretary MiLLs. That is impossible to figure. I do not know
what 3.05 per cent wine would be. I do not know whether there has
ever been a wine of that alcoholic content.

Senator SnorTrIDGE. I will say that 3.05 per cent “wine” is not
wine at all. It is perfectly ridiculous to speak of producing revenue
from 3.05 per cent “wine.”

Senator WavLsu of Massachusetts. Of course, there will be concoce-
tions of grape juices and other things.

Secretary MiLLs. We have not attempted to make any estimate
as to that.

Senator Bingnay. Mr. Secretary, do you know of any country that
has attempted to sell beer with such a percentage and that has derived
any revenue?

Secretary Miwts. No; I do not, Senator Bingham. Canada,
of course, tried a low-content beer, 1 remember that, in some of her
Provinees,

Senator SunortripGe. But it was a failure,

Secretary Minus, 1 do not believe it was much of a revenue raiser.

Senator Bixcray. Ontario had 4.04 beer but it was 2.02 by weight,
It was not a revenue producer. I wondered if there had been any
experience anywhere with beer of this quality. Of course, Pilsener
is 3.02 by weight, That is natural beer. But when you start taking
out anything from that in the way of alcohol you take out the extracts
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which give it its filler, and that is why people do not like it. It is
not because it has less alcohol in it. Mr, Secretary, have you any
fizures at all that would show whether 3.05 alcoholic content beer
would sell in any appreciable quantities?

Secretary Mirws. 1 do not pretend to have any knowledge on the
quality of heer.

Senator ConnaLLy. Near beer has a certain trade under the present
law,

Secretary Mivws, Yes.

Senator Coxyavuy. What is the revenue on that?

Secretary Minps. It is a very small figure. 1 do not know exactly
offhand what it is.

Senator SuorTrinGe. Mr, Chairman and gentlemen of the com-
mittee, I notice in the hearings before the House Ways and Means
Committee that NMr, Cook gave definite information as to the tax or
taves that have been placed on beer during a series of years,  1f you
will all pardon me I should like to develop this thought: Whether we
would raise more revenue by having a tax of $5 a barrel, or $4 for
example, or 83 a harrel.

Senator Binauay., Or $6 a barrel.

Senator SHORTRIDGE. Yes, or $6 a barrel. 1 think it might be
helpful if T were to read to you at this point what Mr. Levi Cooke
said before the Way and Means Committee of the House:

As the Germans in 1848, after the political troubles in Prussia, came to this
country, many of them eungaged in brewing in a small way, and it grew into o
large industry. The war necessities of 1862 required, in September of that year,
a taxing of beer, and it was at $1 per barrel, and that continued until 1863.
From March 3, 1863, to March 31, 1804, it was at 60 cents u barrel. The taxes
have always been addressed to beer on the basis of a barrel of 31 gallons. From
April 1, 15864, to June 13, 1898, the tax was 81 per barrel. Then the exigencices
of the Spanish War caured an increase to 82 per harrel, and that continued from
June 14, 1898, to June 30, 1901. On July 1, 1901, it was reduced to $1.60 per
barrel. There was cevidently no deficit following that war. From July 1, 1902,
to October 22, 1914, it was at the rate of $1 per barrel. From October 23, 1914,
to October 3, 1017, the rate was at $1.50 per barrel, and from October 4, 1917,
to February 24, 1919, it was $3 per barrel, and from February 25, 1919, it was
$6 per barrel, and that is the present rate of the 1918 act.

Now, what 1 should like to know is, what do the figures show in
respect to revenue derived from a tax on beer when the taxes were
different as here indicated? From that information we might draw
some conclusion as to the rate to be imposed in order to raise the most
revenue.

The Cuairyan. Senator Shortridee, if Mr. Stark has not those
figures here to-day he can furnish them and we will put them in the
record at this point. Have you the figures with you, Mr, Stark?

Mr. Stark. T have not the figures with me over that long period.
1 can give you the collections on malt liquors, however, from 1910
to 1919,

The Cuamrmax. That is, for all liquors?

Mr. Stark. Malt liquors, or I can give you the others, too.

Senator BincHay. 1 will say that those figures have been printed,
taken in connection with the hearings before the Manufactures
Committee of the Senate,

Secretary Minns. Yes.

157410 —33——-2
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Senater Harrisox, Those ficures have been furnished by Mr,
Puarker, [ believe.

Senator Warsy of Mass ~husetts. Mr. Chairman, can not we re-
port out this bill without wnat information? We can report the bill
out at the rate of $5 a barrel, and T now move you, sir, that we
report. the bill out without further hearings.

Senator Harrisox. Let us get some quostmnq in the hearing first,

Senator Reep. What did you say about 19167

Mr. Stark. That is $87,000,000. :

Senator REEp. What about the fiseal vear 19177

Mr. Stark. That was $91,000,000.

Senator Reep. And what about 1918?

Mr. Stark. That was $124,000,000.

Senator SHorTrRIDGE. When the rate was what?

Senator Kixa. It was $3 a barrel.

Senator SHORTRIDGE. And what was the revenue?

Mr. Stark. For 1918 it was $124,000,000.

Senator Harrison. I will state that Mr. R. A. Huber, vice presi-
dent of Anheuser-Busch (Ine.), who scemed 'to be a wo]l informed
man, stated that this business would stand $5 a barrel.

The CHairMaN. What was your moti(m, Senator Walsh?

Senator Reen. Let us ask a question or two before the motion is
wut.  Mr. Secretery, what is your estimate of the revenue from malt
iquors at the rate of $5 per barrel?

Secretary Mirrs. From $125,000,000 to $150,000, 00()

Senator BincuaMm. Have you any suggestions about amendments
to the bill from a revenue-producing standpoint?

Secretary MiLvrs. None,.

Senator Warsox. T will state that 1 had & very interesting con-
vorsntlon the other day with a man who was one oi the largest brewels
in_Chicago before the war and who had sold his product to 152
saloons in that city.

And he was counted a very high-class man, a German, whose name
is withheld for obvious reasons.  He qtated that he would not reopen
his breweries at all to <ell 3.02 per cent beer.  He said, in the first
place, that #5 a barrel, and then $1,000 additional license tax, or
taxes in one way and another, added to the expense of the man who
would sell it, would make it uttml\' impossible for that man to mal\c
any money out of the sale of beer pure and simple; that necessarily
every one of those men would be a hootlegger for hard liquot, that
he would have to do it in order to exist and got on.  He said: “\m‘\,
3.02 per cent heer will make a very good boor and will stand up, and
vet it is not a beer that satisfies the beer drinker. He wants 4.50 or
5, or 5.5 per cent beer, and that beer will continue to come in, in
large quantities from Canada, and as sw-uust 3.02 beer, because every
ene wants a higher aleoholic content.”’

The Caamvax. This is 3,05,

Senator WarsoN. Yes; but 1 was taking the old fignre 3.02. He
says they can not mal\e any money out of it, and that they would
hootleg hard liquor, and that in Chicago they w ould have a difTerent
condition, different from this town or “that town, in that racketeers
and gangsters will come to a man and say: \Io“ vou can sell o
much beer, and you can sell it in this or that t(\rutorv but nowhere
else, because we are going tp bring in this bootleg beer and seil it in
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certain territories and in certain quantities, and there vou have got
to keep out, otherwise we will take you for a ride.  11e said that under
those circumstances and conditions he would not attempt to open up
his breweries again in Chicago.

Now, the only reason I mention that is to give a =lant held by this
fellow, who has been in the business, as to the revenue to be derived
from this bill.  His view wes that vou can get a larger revenue from
n tax of $4 a barrel on beer than a tax of $5 a barrel.  That was his
view of the situation.

Senator Binauay. Well, beer is selling at $25 to $35 a barrel now,
when it coots about $2 a barrel to make. 8o there is a wide margin
of profit.

Senator Warsox. Oh, it costs more than that.

Senator Bixauay. Well, about $1.75 a barrel, to be exact, to make
beer.  When vou say 3.02 per centum beer by weight is not appre-
ciated by beer drinkers, you can go for the contrary to Germany,
which has had experience. When Anheuser-Busch made their fortune
on Budweiser beer it was sold for $25 a barrel and the content was 3.02
by weight.

Senator SHorTrIpGE. That is about 4 per cent beer in volume.

Senator Reep. Mr. Secretary, do vou know what rate of tax would
vield the largest revenue?

Secretary MiLLs. No, I do not.  3ut | chould not be inclined to go
about $5 a barrel.

Senator Harnrison. Mr. Huber, of Anheuser-Busch (Inc.), in his
testimony before the Ways and Means Committee of the House,
stated that when vou raised the tax to $6 a barrel they quit. But he
states that they could make it and reopen under a tax of $5 a barrel.

The CHamrmax. Independently of any conditions existing to-day
and that have existed for the last 10 years or s0?

Senator Bixanay. Representative John Connor of the House says
that C'olonel Ruppert elaims you ecan make a profit on it at $7.50 a
barrel, and make a good profit.

Senator CoxyanLy. Have vou considered the angle that the revenue
will not be nearly as much as you expect on account of the fact that
folks still make their own home-brew, where they can get a higher
aleoholie content?

Senator Warnsu of Massachuasetts. The Seeretary spoke of that.

Senator Coxxauny. All rieght. I beg pardon if he has already
touched on thai.

Seeretary Miwns. We  took that into consideration, Senator
Connally.

Senator CoxNanny. In hard times they will make their own beer.

Senator Watsox. What is the alcoholie content ol homebrew heer,
Senator Bingham?

Senator BixauaM. It is now 5 or 6 per cent. It has a lot of kick
in it and a very bad flavor. The advantage of beer to the normal
heer drinker, as we discovered by investigation, is not the kick in it,
although that is the advantage to the homebrew fellow who wants a
kick, but in Chicago they are makiug to-day beer at onc-half of 1
per cent by a new formula, which has caffein in it, and it needles very
well, and they needle it up to 6 per cent or 7 per cent, und you get a
tremendous Fick out of it. The normal beer drinker drinks it be-
cause he likes a good glass of beer, like he likes a good cup of coffee.
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It is pleasant and agreeable, and does not make him intoxicated, but
makes him feel happy. Normal beer, which has not been doctored in
any way, can be made at abont 3.02 per cent. But I never heard of
any beer of 2.75 per cent sold in any quantities that pleased any-
body. The reason people do not like 2.75 per cent, beer is that they
tahe the extracts out of it, and those extracts are what make it good.
It is like boiled beef, where the boiled beef has the extracts boiled
out of it. Of course the Judiciary Committee has said that anything
more than 3.05 per cent alcoholic content is intoxicating, so I sup-
pose we can not touch that.

Senator SHORTRIDGE. Are we limited to that? 1f we are looking
at this bill from a purely revenue standpoint—assuming now that we
are looking at this bill from that standpoint—and we wish to secure
revenue, gentlemen of the committee will pardon me for putting this
in the record and for the time consumed. The bill here legalizes or
permits the manufacture for sale of what we call ““wine,” fermented
dry wine, up to 3.05 per cent. Well, it is common knowledge that
that is not wine; hence no revenue whatever would be raised from
such an article, so-called wine. Whereas if we should advise and
report in favor of permitting the legalizing of dry wine up to, say,
9 per cent by weight, to be used exclusively in the home, at meals,
then the testimony is persuasive, 1 think, almost conclusive that we
would raise from $25,000,000 to $30,000,000 or $40,000,000 of
revenue, ,

Now, there are those who argue that this type of pure wine, at 8 or
9 per cent by weight, to be used at meals, in homes, is not intoxicat-
ing, is in point of fact a food, and can be authorized within the scope
of the eighteenth amnendment. If so, we could raise from $25,000,000
to $50,000,000 of revenue and revive a great industry in California, in
New York, Ohio, and many other States, which industry is now
prostrate.

Seceretary Minws, T do not think you could raise any such revenue
from it.

Senator SHorTRIDGE. Mr. Rossi of California, whom you all know,
no doubt, whose father established early a great wine business, has
agiven the House Ways and Means Committee testimony to that
effect. And others corroborate bim, Mr. Seeretary. My thought iz
that we might well consider changing the percentage in respect to
certain beverages for the purpose of raising revenue. Of course thia
can all be taken up on the Senate floor; but if this committee is werely
going to tuke this bill and report it without discussion, U want to say—
well, be it so.

The Cuairymax. I want to eall attention to the amendment offered
by Senator Borah to the bill.  Tn Senator Borak’s amendment he says
to insert the following new seetion——-

Senator BinauaMm (interposing). Is that before us here?

The CHamryax. Yes,

Senator Kixa. Are we through with the Sceretary?

The Cuamyax, 1 think we better consider this.  Nr, Secretary,
have you made any estimate on the Borah amendment?

Secretary Miv.s. No.

Senator Warscy. Wit is the Borah amendment?
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The CHalrRMAN. It won’t take long to read it, and perhaps it would
he just as well to do so. I do not know whether the Secretary has
estimated any revenue on it:

Section 1. (a) In addition to the taxes under existing law and under this act
there shall be levied, assessed, collected, and paid for the taxable vear 1933,
and for each subsequent taxable year, upon the brewing net income of every
person engaged in the manufacture and sale of beer, a tux equal to the following
pereentages of such net income for such year:

Ten per cent of the amount of such net income in excess of the profit per barrel
exemption and not in excess of one and one-half times such excmption;

Twenty per cent of the amount of such net income in excess of one and one-half
times such exemption and not in exeess of two times such exemption;

Thirty per cent of the amount of such net income in excess of two times such
exemption,

That is the substance of it. I take it that it is not necessary to
read any more here. NMr. Secretary, has the Treasury Department
made an estimate as to the revenue under that?

Secretary MiLLs. No, we have not. And 1 do not know how we
could.

The Crammman., Well, I don’t suppose you could.

Senator King. 1t is a sort of attempt to impose excise profits tuxes
upon this business hut not upon any other husiness.

Senator Harrisox. If that is attempted you will not get much
revenue out of the beer proposition.

The Craryax. Do you want to vote upon it? Scnator Borah will
ask about what action the committee took.

Senator Kineg. 1 call for a vote on the Borah amendinent.

The Crairyan. Allin favor of the Borah amendment will make it
known by saying ave. Those opposed will say no. The noes have it.

Senator Harrisox. I am not going over these amendments beeause
1 do not think we ought to amend these features, but that it should be
brought up on the floor of the Senate for attention.  But Chairman
Collier of the Ways and Means Committee has sent over an amend-
ment, and as yvou will recall, under the Volstead law there was a
prohibition against advertising in newspapers of beer and so on. 1If
we are going to permit it to he sold within certain limits it seems to
me they ought to be permitted to advertise the proposition. His
amendment would earry out that theory.  But I am not going to press
it here before the committee.  That 1s a proposition to come up on
the floor.

Senator Warnsa of Massachusetts., Yes,

Senator SuorTrIpGe. Is it your understanding that we are not to
make any suggestion as to amending any feature of this hiil?

Senator Harnison, 1 think we ought io pass upon the revenue
features of the bill and get it to the floor of the Senate, and there
fight out any propositions that any Senator may have.

Senator SHorTrIDGE. Would it be proper to offer a motion for
striking out the %5 and inserting $4?

Senator Harnrison, Oh, yes.  That is a part of the revenue matter.

Scenator SuontninGk. That is why 1 wanted some information.

Senator WaLsH of Massachusetts. Sceretary Mills has indicated
he thinks we should not make any increase beyond $5 a barrel.

Senator HarrisoN. On that subject 1 suggest that we take the
testimony of Mr. Huber, who seemed to be very fair and very well
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informed, to understand the question as well as anvbody who ap-
peared before the Ways and Means Committee:

I am not prepared to say that 84 weuld produce a greater revenue, 1 think
that %5, for the time being, is about the fair high-water mark to produee the best
results for the industry, aud for the Government in the way of revenue.

Senator SnorrrIpGE. Yes; he so stated, and he may be rieht,

Senator Binana. 1should like to ask the Seeretary of the T cusury
whether he thinks we would not get more tax from $6 a barrel than
from $5.  Will the difference between $6 and $5 not affect the sale of
beer in any degree, and won’t we get several million dollars more
revenue out of a tax ol S6 a barrel?

Secretary Mines. 1 doubt it.

Senator Bixanam. Of course, Mr. Chairman, it is an open secret
that the reason why they made it $5 a barrel in the House, instead
of the present tax of $6, was s0 as to get it through the W avs and
Means Committee.  They could not oot it out of the Judici dary CCom-
mittee, and in order to wnd it to the Ways and Means (mmmttoo
they had to put some tax in it.  They did not need otherwise to put
any tax init.  The tax is $6 o barrel now, and no one objected to it,
but in order to get it into the Wavs and Means Committee they hud
to make a bill which changed the revenue, in order to_get it away
from the Judiciary € ‘ommittee.

Senator Suorrripce. They did not object last vear because there
was no legalizing of the menufeeture of beer.

The CiiamMaN. Let us take the sentiment of the committee, Al
in favor of making the tax $6 a barrel instead of $5 a barrel will say
aye. The contrar v will say no. The noes have it.

Senator BarkrLey. Does this bill leave any $6 tax at all on beer?
Does it change the whole thing from $6 to $5 a barrel?

Senator Harnmson. 1t clmngcs the whole thing from $6 to $3.

The Cuamyvan. Doees the committee desire to consider other
amendments to the bill that have been submitted for consideration?

Senator Bincuasm. 1 should like to ask the Secretary of the Treas-
ury about page 9—— :

The CHAIRMAN (interposing). Let us get the question hefore the
committee. Here is an amendment &uggostod by Mr. MceCabe, and
I have two or three others. Does the committee want to consider any
of these amendments?

Senator Reep. What are they?

Senator SHorTRIDGE. Do they relate to revenue?

Senator WawLsi of Massachusetts, 1 take it that we all have
amendments to offer to other features of the bill, and we will have
an opportunity to offer them on the floor of the Senate.

The Cuairyman, He says:

Inserting the words *“‘for sale’ in the Collier-Blaine beer bill, thus taking ont
of tax the tremendous quantity of home brew annually manufactured, and
practically legalizing home-brew, as recommended by the Judiciary Committee,
will seriously impair the amount of revenue which might otherwise have heen
received from the tax on beer.

He goes on to explain why. But I do not see anything special in
the amendment. How about that, Mr. Beaman?

Mr. Beaman., Ile says as recommended to the Judiciary Com-
mittee.
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Senator Lba ForLerre. T think that is taken care of in the Senate
substitute.

The Cinamrvax. Noj this refers to the House bill,

Senator Bingnay. I want to ask the Treasury Department about
a charge of $1,000 on brewers,  Page 9, line 4:

Browers shall pay £1,000.  Every person who manufactures fermented lignors
of any name or deseription for sate, from malt, wholly or in part, or from auy
substitutes therefor, containing one-half of 1 per eent or more of aleohol by
valume, shall be deemed a brewer.

In oilier words, in the case of home-brew if a man sells it to his
neighhor he s « trewer, and you would colleet $1,000 from him.

Sccretary NMrpns, Well, if they sell; ves.

Senator Svortripare, e must have a permit,

Senator W arson. In case this bill passes what becomes of the tax
on home-breyv ?

Senator La yeureiTe, You will colleet your tax on malt sirup?

Senator BincuaM. You ought to incerease the tax on malt sirup
to be compensatory if you are going to put a tax on the brewer.
If you get an amendment in regard to a tax on malt sirup, and you
spoke of the necessity of that, I believe, Mr. Secretary

Secretary MiLLs (interposing). T did not speak of the necessity,
and there Is some question as to whether we should because of the
state of the industry. We suggested to the Wayvs and Means Coms-
mittee that that was a matter that might be worthy of study because
it would entail reducing the competition. We were not prepared to
recommend that it be done. It might interfere with the legitimate
branch of the industry, and there is some very grave question as to
whether it ought to be done.

Senator Harrisox. Mre. Chairman, might I now suggest that—-—

Senator BincuaM (interposing). Mr. Secretary, what are you get-
ting now from brewers?

Secretary MiLus. We are getting about $1,000,000 a month to-day
from malt sirup and brewers’ wort.

Senator Binanay. Very much less than was anticipated?

Sceceretary Minns. A great deal less. The tax was made higher
than we recommended and it is obviously tco high.

Senator Kixna. Do you think the law is evaded?

Secretary MiLus. Yes; unquestionably.

Senator Harrison. Might ] suggest at this point that this table be
placed in our record, in the matter of Federal revenue statistics in
regard to fermented liquors—beer, ale, und porter—so that we will
not have to go back to the hearings of the Ways and Means Com-
mittee?

The Cuamyax. All right. That will be made a part of the record
at this point.

| r
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Federal revenue stalistics in regard to fermented liquors (bcer, ale, and porter)

[Source of production igarec uid revenue teceipts: Annual report., - cretary of the Treasury]

Per capita consump- Total rev.
Barrels of tion ip gallons ! Revenue | €nue from
Fisea, year ending I}'mnhog- of| beer con- Rute of tax ] collected ;’3{{&:3’.‘.
June 30-~ hrewerjes .\lll’l.X’;"(c‘};Hﬂ For wet | For Uniteq | Der barrel fr?er;lltau:r- er's and
e States states us dealer's
only a whole licenses
40,517,078 16.70 16. 15 3200 371,056, 594 | §75. 667, 505
44, 478, 847 17.95 lz. 157 0] 71,168,712 71, 988, 902

[ 465, G3H), 730 15, 46 17,85
18, 208, 13 18,50 1%
7| 4o, 159, 540 15,52 18,22
4, 651, 637 2040 19, 7!
a4, 616, 111 21,45 20.75
5%, 747,630 217 20. 44
56, 308, 497 21,42 19,24
5, 485, 117 24, 40 19. 9%
63, 216, 861 2148 20, 91
62, 103, 633 .67 20, 24
65, 245, 544 24148 20,95
66, 103, 455 24.42 20,42
o0, 746, 701 2.7y 15.65
5%, 564, 50N 24,08 18.01
60, 720, 509 26.40 18,42
50,174, 704 24.20 15.01
27,712, 648 16,22 818
9, 231,280 5.31 2.68

00 | 46,654,823 | 47, 247, 856
48,208, 133 | 49, 083, 450
40,459, 540 | 50, 360, 554
51,051,657 | 55,641, 859
58,546, 111 | 59, 567, 815
5% 747,680 | 59, K07, 617
56,303,497 | 57, 450, 411
59,185,117 | 60, 572, 250
63,216,851 | 64,367, 778
62,108,633 | 63,268,771
65,245, 544 | 69, 266, 940
06, 105,445 | 67,051, 512
TR.460,381 | 70,328,047
87,876,672 | 8,771,104
ul, 004,678 | 1,807, 164
124, 264, 754 | 126, 285, 858
116, 181,334 | 117, 839, 602
1,743,801 | 41,965,874
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U In estimating per capiti consumption annual population figures as estimated by the Bureau of the
Census for continental United States have been used.  **Wet' States inchude only those States having
{10 state-wide prohibition laws in efect, regardless of the fact that many of those States had local-option
aws,

- Increase in tax of 50 cents per barrel accounted for $18,713,679.88 from date of imposition, Oct. 22, 1914,
to end of fisenl year.

¢ By the President's proclsmation of Dec, 8, 1917, under the food (nntrol act, the smouunt of focd or feed
material which might be used in the production of fermented liquor was limited to 70 per cent of the normal
cansumption for this purpose; by the President's proclamation of Sept. 16, 1918, the use of such materials
il the l1ilroduct.lon of fermented Jiquors was prohibited on and after Dec. 1, 1918,

¢ Collections at $1.50 per bharral to Oct. 3, 1017, $26,259,632.45. Collections at $3 per barrel from Oct. 3,
1017, to end of fiseal vear, $4%,005,121.20.

¢ Collections at 33 per barrel to Feh. 24, 1019, $64,374,610.47, Callections at $6 per harrel from Febh, 25,
1919, to end of fiscal year, ¥51,509,733.71, .

¢ ‘The act of Nov, 21, 1918, prohibited the manufacture of intoxicating fermented liquors on and after
May 1, 1910, The Bureau of Internal Revenue constried this to m2an liquors of an alcoholic content in
excess of one-half of 1 per cent by weight or by volume. However, under the decision in United States e,
standard Brewery (Inc.) (251 U, 8, 210) and other decisions, it appears (hat 2.75 per cent liquor by weight
was manufactured up until the act of Oct, 23, 1919, defining **intoxicating liquor ™ as that containing more
than one-half of 1 per cent aleohol.  (National prohibition act etfective Jun. 16, 1920.)

Senator Kina. Mr. Sceeretary, T did not quite get your statement
with respect to the revenue, if any, to be derived under this bill from
the sale of wine.

Secretary Mirns. We made no estimate.  We do not know how
to make an estimate on that.

Senator Kina. Do you think it would produce any revenue?

Secretary MinLs. [ doubt it. We never got much revenue from
wine, anyhow. 1 do not believe there is any revenue in 3 per cent
wine just as a common-sense proposition. But you know as much
about that as 1 do.

Senator SHonrtTripGe, It would not be made. It is not wine,

Secretary MiLrs., 1 do not know of any wine that has as low an
alcoholic content as 3 per cent.

The Crammmax. 1 believe Congressmen Hull is here and wants to
be heard on this bill.

Senator Harrison. 1 will go out and see Congressman Hull, if
there is no objection.

Senator Kina. T suppose if this bill goes through you have not
determined whether that will be evaded or not.
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Secretary MiLrs, I have no way of determining it.

Senator Hakrison. Mr. Chairman, Congressman Hull just wants
this put into the record.

The Crairnvan. It will be put in.

STATEMENT BY REPRESENTATIVE WitniaM K. HuLn, SuBMITTED TO THE
FinaNcE COMMITTEE OF THE SENATE

I have the privilege of submitting to your con.mittee a stutement in reference
to the amount of money that could be collected from the sale of beer manufactured
in accordance with H, R, 13742,

The capacity of the breweries of the Nation to a large extent have been closed
for the pust 13 years. Those that are opreating have been running on o very
small capacity on near beer; hence these breweries are well equipped and will be
able to uperate at full capacity almost immediately if a law is passed granting
themn thut privilege.

Testimony given before the Ways and Mceans Committee from George P
MecCabe, repeesenting the Associated Producets of Cereal Beverages; that is,
the brewerics that have been making rear-beer, shows that the capital invested
amounts to $58,000,000 and the capacity is 11,500,000 harrels.

I quote at this point R. A, Huber, manager of the Anheuser-Buseh Brewing
Co., and vice president of the United States Brewing Association, before the
Wayvs and Means Committee:

“1 am addressing myself in ail of these figures to an estimated basis of 40,000,000
barrels per year and that figure is arrived at by taking 66,000.000 barrels that we
sold in 1916 with a 24 per cent increase in population, according to our Census
Bureau, which would make s present production of 80,000,000 barrels, and 1
am calculating that the industry should revive 50 per cent of that within the
next two years.”

Other estimates have been made on the basis of the capacity that could be
immediately revived at about 30,000,000 burrels per year with an increase during
the year of from ten to fifteen million barrels.

With a capacity of 30,000,000 barrels, at $5 per barrel it would give the Govern-
ment a direct taxing capacity of $150,000,000. And 1 would presume that would
be the correet amount for the first 12 months ufter the breweries got in full
operation.

Other incomes that might be considered to the Government would be income
tax.

It will require an expenditure of $360,000,000 within the next year to rechabili-
tate the brewing plants in the Uvited States.  Assuming that the ineome tax to
the manufacturers and to the stockholders of the different companies on this
basis would make a total of $7,200,000 and assuming that the protit to the
brewers would amount to 81 per barrel, it would make an income tax from them
to the Government of $6,000,000, making o total income taux that the Govern-
ment would derive from the brewing business and its allied industries of %13,200,-
000. Adding this to the $150,000,000 would make a total of $163,200,000.

While this is all estimated, I can reasonably state that the income from the
first year of the brewing business after it was fairly started would amount to at
least $165,000,000 on a basis of $5 per barrel.

In figuring whether the Government would reccive more money by charging
84 a barrel, $5 a barrel, or $6 a barrel, from the experience that T have had,
I would assert that the 85 point would bring more money to the Government
than either the $4 or the $6 point for the following reasons:

Four dollars a barrel would =ell no n.ore beer than %5 a barrel; 86 a barrel
would, in my judgment, be too near the turning point of retail price to gnarantee
ag much income as the $5 a barrel price.  In my judgment, %6 per barrel would
prohibit the sale of a good-sized 5-cent glass of beer beeause the laboring men
would want 10 ounces of straight heer in a glass and with a %6 tax by the Govern-
ment and the tax that may be expeeted to be put upon it by the States and
cities would make the sale of a glass of this size impossible for 5 cents and unless
you can sell a large glass of beer for 5 cents you will not get the volume of business.

n other words, if you had to use 4 or 6 ounce glass, you would have to sell just
twice as many glasses to colleet as much revenue tax as you would if you «old u
10-ounce glass,

From the review of all the testimony that has been offered, there seems to he
an eatire agreement among those who have had practical experienece with the
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brewing business that a 35 tax is the limit that can be placed upon heer in order
to get a volume of business and based upon this cvidence given by those who have
had practical experience in the husiness, I do not believe it would be possible to
finance the rehabilitation of the small breweries seattered throughout the United
fitates with the prospect of having to pay an excessive tax.  Under present finan-
cial conditions, many small breweries whose machinery is practically depleted
would have to have large sunr of money to rehabilitate them and it is very doubt-
ful whether they could borrow the money for this purposze unless it could be
shown that they were not to he taxed to a point where they could not sell their
beer and make a reasonable profit. There will be something like a thousand
breweries of this type and if they are not rehabilitated vou will not get the
volume of business that nas been anticipated. Consequently, it is my opinion
that this hill as written with one or two exceptions should be passed at as early
a date as possible.

The advertising feature of this bill, it seems to me, ought to be given very close
consideration because if you climinate advertising as vou have in this bill to a
large degree, vou necessarily decrease the sale of bheer and that, of course, will
decrease the income that the Government will receive.

With the committee’s permission, I would like to file n digest of the hearings
before the Wayvs and Means Cominittee, showing in hicef the allied industries
that will be affected, the amount of money that will be used and the amount of
lahor emiploved by the revival of this industry, al' of which operate to the
fir ancial benefit of the Government.

Kstimated increase in industrial activily upon modification of the Volstcad Act

—
.

Witness Estimate Pape

R. A, Hubher, vice precident and treas- | $360,000,000 for reliaisilitation and materials within a 21
urer Auheurer- Busch (Ine,), St. Louis; year (outlay).
and vice president United Brewers

Assoviation,

Waulter cCaepceke, president Container | $12,000,000 for paper-board industry us a whole (new 7t
Corporation of America, Chicago, 111 husiness). '

Harry 8. Calvert, Pfaudler Co. (steel | $200,000 to $400,000 in plant and equipment (outlay). .| v
equipment for brewing industry).

Owen T, Cull, generul freight agent for | $80,000,000 the first vear (potentially $100,000,000) and 112

Chicago, Milwaukee, 3t. Paul & Pa- $50,000,000 thereafter (new business).
cific R. R. Co., Chicago.

Wm, Wendnagle, Chicago...... _...... .'2?),(!‘2}0,(!1) for large or stationary wood cooperage (new 17
usiness),
Joseph Wilworth, Pittshurgh; commnit- 1 240,000,000 to $30,000,000 to be spent by hrewers of 31, ! 105
tee on industrial rehubilitation, Louis, Pittsburgh, Milwaukee, and New Yaik,

For United States, as o whole, *nuny times™ this
amount (outlay). {

D. C. Fenner, New York €'ity; Mack- { 225,000,000 for motor truck industry (new business) ! 201
International Motor Truck Corpora-
tion. '

A. W, Beresford, INational Electrical § 230,000,000 (new business) .. ... L . . 207
Manufacturers Associntion.

J. P, Curran, Toledo, Ohio; Owens- | £6,000,000 a vear additional pay roll in bottle manufac. ¢ 208
Hlinois Glass Co. turing industry. .

Charles M. Pipsett, publisher, Daily | feveral hundred million dollars worth of orders to 211
Metul Reporter anditther metal trade metal and steel working plunts. '
papers.

Fred Nolde, New York City: the Re- | $20,000,000 new business for 1933, 65,000,000 new busi- | RN
frigerating Machinery Association, ness for next 3 1o 5 vears (totaby; 36,000,000 unnually

for replacements, repairs, and new business.

John I, Haas, Washington, D.C... .. ... 14,000,000 to 20,000,000 immediately: 37,500,000 for 213

annual preparation, harves, ete.; $12,500,000 value |
of new crops per year (7,
!
.

Paul Grady, Chicago, I11.: Wooden Box | $40,000,000 (new businessannually).... .. ... .. .. | 219
Manufacturers Association. )

Gieorge J. Meyer, Milwankee, Wis.;rep- | $0,000,000 anuually for least 5 years (new business). . .. 22y
resenting manuficturers of bottling .
machinery. i . !

Muurice Saunders, New York City; | #3,000,000 to %10,000,000 added sules for lithographic | 240

Lithographers National  Association paper, ink, and supply business; $3,000,000 to $4,0:0,-

ne.). 000 would be paid out in wages (additional) i

Louis B. Montfort, Washington, D, C,, | $7,000,000 to $10,000,000 (new business)__.. .. ..... ..., 243

Crown Muanufacturers Association. !

NoTte.~The above page numbers refer (o pages in the printed bearing on Modification of the Volstead
Act held by the Wags and Means Coramittee, House of Representutives, 724 Cong., 2d sess., Dec. 7 to 14,

32,
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Estimated increase employment upon modification of Volstead Act

Witness Number of wage carners Page
R. A. Huber, vice president and treas- | 300,000 reemployed in production and distribution, a2

urer; Anheuser-Busch (Ine.), St Louis, together with manufacture of materials,
and vice president United Brewers

Association,

Walter Pacpoke, president; Container | 4,000 additionad. ... ... ... ... ... ... ..... 75
Corporation of Awerica, Chicago, 111

Edward Verdi, Hoboken, N, J.; Associ- | 27,073 in the cooperage industry not including men who 199
ated Cooperage Industrices, will be emploved making bungs, plugs, steel dowel

pins, rivets, ete,

D. C. Fenner, New York City: Mack- | 30,000 additional in motor-truck industry ... ... 203
International Motor Truck Corpora-
tion,

J. P, Curran, Tolede, Ohio; Owens- | 6,000 in bottle industry not coanting additional men 209
Hlinois Glass Co, required for furnishing raw material.

Pawd L. Grady, Chicago, HI,; National | 10,000 in woeoden boy and lunber industries. ... ... 220

Association of Wooden Box Manue
facturers, hottle hoy division,

George J. Meyer, Milwankee, Wis,, | 400 additional men for Meyer Co., as well as return of 228
n-]nri'.gvnlinu manufacturors of hottling 200 men now at 3044 per cent time to full time,
machinery,

Maurice Saunders, New York City; | 1,300 to 2,000 in the lithographic pager, ink, and supply 240
liithugraplu-rs National  Association business,
(ine.).

Louis B. Montfort, Washington, D). Co ] 2,000, .. . .. o e e i 245
Crown Muanufacturers Association, )

Matthew Woll, vice president: Ameris | 1,000,000 at least, before long, * not only in the brewing 139

can Federation of Labor, industry but in intereelated, allied, and kindred
industrics.”

Note. ~The page numnber given above refers to paces in the printed Hearing on Modification of the
}'nlsh-:ul Act held by tiie Ways and Means Committee, House of Representatives, 72d Cong., 24 sess,
Yee. Tto 1, B2,

The following is a quotation from the statement by Mr, Woll inserted in the
record of the hearings and is found beginning on page 149:

“1 want to present to you a statement from the representatives of the brewery
workers’ organizations and others. * * * It is addressed to me under date
of January 12, 1932, 1t reads as follows: * % % Iy 1919 there were approxi-
mately 1,250,000 workers! engaged in the Lrewing and allied industries, which
supplied machinery, material, and supplies to the brewing industry, embracing
workers in the tollowing trades and callings: Coopers, hoop makers, box makers,
lumberjacks, carton workers, glass-bottle blowers, plumbers, plumber’s helpers,
steam fitters, steam fitters’” helpers, eleetrical workers, machinists, molders,
patternmakers,  boilermakers,  boilermakers’  helpers.  clevator  constructors,
automobile mechanies, ecarpenters, painters, hricklayvers, ironworkers, steel-
workers, cement finishers, engineers, firemen, oilers, coar passers, luborers, brewers,
bottlers, teamsters, printers, pressmen, photo-engravers, lithographers, hook-
keepers, stenographers, clerks, salesimen, cete.)

I addition to these, must be added the thovsands of workers engaged in coal
mining, in the transportation industey, and agrieultwral workers,”

Senator Harrisox. Mr. Chairman, Bishop Cannon called me up
the other day and said he had a brief to file by way of objection to the
bill, and I believe there were some others. 1s there any objection
to it?

The Carmax. No.

Senator WarsH of Massachusetts. Does it relate to the revenue?

The Cuargysan. The superintendent of the International Reform
Federation is here, and he wanted to appear before the committee.
I told him he could not do it, but I suppose there is no objection to
putting his statement in. ,

Senator Kina. 1t it deals with the matter of revenue there is no
objection,

The Cuammax. All right.  This will be made a part of the record.

! Mr. Huber's estimate does not include, the vast number of men that would be employed in the cooper
age works, and the bottle manufacturing plants, or in the manufactrive of boxes, the farmers, the coal
mines, railroad operations, and whatever else would be atfe -ted, ma hinery and things like that.

|
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To the Finance COMMITTEE OF THE SENATE OF THE UNITED STATES,

Hoxorep Sires: The International Reform Federation, representing thousands
of citizens in all parts of the United States, having had headquarters in Wash-
ington for 36 vears, respectfully renews its request for a hearing upon the Collier-
Blaine bill, for the following reasons:

1. Because while there have been two hearings upon the Collier hill, (I
before the House Ways and Means Committee upon its revenue features, and
(2) upon its constitutionality before the Senate Judiciary Committee, to test
its constitutionality, the Collier-Blaine bill is an entirely new bill, and there has
been no hearing upon it.

2. Because we can show that more money will acerue to the Federal Covern-
ment by enforeing the prohibiticn act, as long as the cighteenth amendiment is
the law, than by nullifying Federal prohibition as proposed by the Bluine suh-
stitute hill,

3. Because we desire to call your attention to the thirteen bhillions of Federal
tax-exempt bonds, which are drawing 3 and 314 per cent, which if called in will
provide income and surtases far in excess of the revenue from the Collier-Blaine
bill and do much to remedy the depression. The existence of perhaps forty
billions of tax-exempt bonds, issued by cities, States, and the Federal Govern-
ment, should be ended, under the leadership of the Senate Finanee Committec.
Just incomes and just surtaxes levied upon tax-exempt property will do much to
restore public confidence in Congress and start an important movement to enl
the great depression,

4. Because we desire to prove to the satisfaction of the Senate Finance Com-
mittee that no large income for the Government can be secured, except by high-
powered salesmenship of the sale of beer among the children and young people
of America. '

Faithfully yours,
SUPERINTENDENT oF THE INTERNATIONAL REFORM FEDERATION,

Janvanry 30, 1933 ’

Senator Bixaiam. I do not think we should put anything in the
record that does not deal with revenue.

Senator WaLsu of Massachusetts, Mr, Chairman, 1 move that the
hearings be now closed and that we report the hill out on those features
that deal with revenue. Personally T amn going to vote on the floor
to substitute the House bill, but T want to get this reported out from
the committee.

Senutor Hastinas, 1 understand that the Secretary of the Treasury
doces not think a tax on wine will produce any revenue, but there is
the matter of principle involved in connection withit. I was wonder-
ing whether some tax ought not be put on wine.

Senutor BinagnaM. There is a tax on it, the same as anything clse.

Senator SHORTRIDGE. It proposes to put a tax of $5 a barrel on
wine, but there would he no barrel, hence no revenue.

Senator HastinGs, Does the law as now drawn include wine?

Senator SHorTRIDGE, It does,  They call it wine, but it is not wine,

Senator Hastinags, Then it is what might be called slop?

Senator SHORTRIDGE. Yes,

Senator WaLsu of Massachuszetts, Nr. Chairman, T eall for the
question.

Senator SHorTrIipG:. What is the motion?

Senator Warsu of Massachusetts. To let the bill be reported
containing the revenue features as now contained in the hill.

Senator GEORGE. It has already been reported.

Senator Warsu of Massachusetts, Yes; but we have to get it out of
this committee.

Sg’nntor SHORTRIDGE. And o0 you suzgest that we report the bill as
it is?
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Senator Warsh of Massachusetts. Yes, and then let us pass on it
when we get to the floor of the Senate.

Senator Gore. I want to make one statement hefore you vote on
finully reporting the bill. T have prepared a substitute for the entire
House hill, striking out all after the enucting clause, and I have had
it prepared by the official draftsman of the Senate; so far as drafts-
manship is concerned I think it is bevond eriticism. It would shift
the ground upon which the legisiation is enacted. It is exactly the
<ume amendment, and would have exactly the same effect, and would
bear exactly the same rate, so far as the effective rate is concerned,
and would produce exactly the same revenue. It differs in this
respect, in that it levies in express terms a tax of %5 a barrel on non-
intoxieating beer. It prohibits the manufacture of intoxieating beer,
as does the Volstead Aect. Tt puts a prohibitive tax on all beers
having more than 3.02 per cent of aleohol whether intoxicating or
not intoxicating. The point is that when you vote for it vou only
vote to authorize the sale of nonintoxicating beer.

Now, it has this one point of difference only: Under the House bill
if beer having less thun 3.02 per cent of alcohol is intoxicating, the
House bill violates the Constitution. But the offender under the
House bill would not bhe subject to prosecution even though he had
violated the Constitution. Under this substitute nobody coula sell
nonintoxicating beer under the tax imposed if it had more than
3.02 per cent of alcohol. But if the courts should find that beer
having less than 3.02 per cent of alcohol is intoxicating then it would
not be authorized by this act, and there isn’t any reason why the
President should not sign this, because it only wuthorizes the sale of
nonintoxicating beer. The eighteenth amendment prohibits the sale
of intoxicating Hquors; that, and nothing more.

Senator WaLsH of Massachusetts. 1t leaves it to the courts to
determine the alcoholic content.

Senator Gore. It leaves it to the courts. The question is to be
determined in the courts.

Senator WawLsH of Massachusetts. And every court would make a
diiferent decision,

The CuammMax. No percentage is named in your amendnment at all.

Senator Gore. It is desired so as to accomplish the result desired.

Senator Kixg. Doesn’t it declare that if it is above 3.02 per cent
it ix intoxicating, so that vou would make a legislative declaration?

Senutor Gore. No; it does not. It simply determines a $10 a
harrel tax on beers above 3.02 whether intoxicating or nonintoxicating
It enfranchises beer having less than 3.02 per cent of aleoholic content
if nonintoxicating.

Senator WatsoN. Doesn’t that then sanction the manufacture of
intoxicating beverages?

Senator Gore. No. It expressly prohibits that.

Senator HasTings. You say you get $10 a barrel if intoxicating?

Senator Gork. Yes. But it would be violative of the Volstead law,
if that is the case. :

The CuammaN. What is that for?

Senator Gore. That is an additional discouragement added to the
flat prohibition of the Volstead Act. The Volstead Act prohibits the
manufacture of all intoxicating liquors. It would continue to prohibit
the manufacture of intoxicating beer. Itis against all beer above 3.02,
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whether intoxicating or not. When you vote for this you vote for
beer only that is nonintoxicating,

The CrairMaN. Senator Gore, do you offer that as an amendment?

Senator Gore. I want you to consider it.

Senator Barkrey. Isn’t it trve under vour amendment that the
Government, 1 mean the district attorneys and other officers, would
have to have a chemical analysis made of every sale of beer?

Senator Gore. vo, I do not think so. I think it would work out
this way: Brewers would go ahead and make beer containing 3.02
per cent of alcohol If anybody thought that was intoxicating they
could raise that qu: stion. That is the only point in it. As to what
extent it would dete » brewers fromn making that kind of beer, it would
violate the law as woll as the Constitution. Under the House bill,
making intoxicating Leer less than 3.02 per cent, violates the Constitu-
tion but does not viol: te the law.

Senator WavLsH of Massachusetts. Mr. Chairman, Senator Gore
simply indicates that he wants to put that on the floor of the Senate.

Senator Gore. No; 1 do not say I will put it on the floor.

The committee thereupon resumed consideration of the bill in
executive session and after voting to approve the revenue features
and to report the bill, adjournment was taken at 11.05 a, m.




