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H. R. 9166
TAX RATE AXTENSION ACT OF 1956
Wednesday, March 21, 1956
United States Senate,
Committee on Flnance,
Waéhington, D. C.

The committee met, pursuant to recess, at 10:25
o'clock a.m., in Room 312, Senate Office Building, Senator
Harry Flood Byrd (chairman) presiding. |

Present: Senators Byrd (chalrman), Martin, Long,
Smathers, Frear, Williams, [Flanders and Carlson.

Also Present: &=lizabeth B. Springer, Chief Clery,

- o o

The Chairman. Tre ccmmittee wlll como to ordaer.
4

The purﬁgsa of the meelting is %o consider the
amegndments offered by Senator Fulbright, and othurs, to
H. R. 9166. "

The chalrman would like to make this statement.

H. R, 916€& passed the ilouse on karen 1l3th sna

came over to The 3Sgnate on ¥arch llth.
(H. R. 9166, witheimendzents, “1s as follous:)
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== H, R. 9166

IN THE SENATE OF THE UNITED STATES

Makca 14 (legislutive day, MawcH 13), 1956
Read twice and referred to the Conunittee en Finance

AN ACT

To provide a one-year extend®n of the existing corporate

1
2
3
4
5
6
7
8
9

10
11

normal-tax rate and of certain excise-tax rates.
Be it enacted by the Senate and House of Representa-
tives of the United States of America in Congress assembled,
That this Act may be cited as the “Tax Rate Extension Act

of 1956”.
SEC. 2. ONE-YEAR EXTENSION OF CORPORATE NORMAL-

TAX RATE.

Section 11 (bYy (relating to corporate normal’tax) , sev-
tion 821 (a) (1) (A) (relating to mutual insurance com-
panies other than interinsirers) , and section 821 (b) (1)
(relating to interinsurers) of the Internal Revenue Code of

1954 are amended us fullows:
L )
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(1) By striking out “ArmiL 1, 1056” ench place

DS ke

it uppears and inserting in lieu thereof “APriL 1, 1057";
(2) By striking out “April 1, 1956” cach place it
apPpears anq.inserting in lieu thereof “April 1, 1957”;
(3) Bj' striking out “MARCH 81, 1956 each place
it appears and inserting in lieu thereof “MARCH 31,
1057";

' (4) By striking out “March 31, 1956” cach place

o =3 o & » «W

it appears and inserting g1 lieu thereof “March 31,

10 . 1957,

11 SEC. 3. ONE-YEAR EXTENSION OF CERTAIN EXCISE TAX

12 RATES. .

13 (a) ExTENsioN oF RaTes.—The following provisions

0w

-

14 of the Internal Revenue Code of 1954 are amended by strik-
15 ing out “April 1, 1956” each place it appears and insert-
16 ing in lieu thereof “April 1, 1957"—

17 (1) section 4041 (o) (relating to special fuels) ;

18 o (2) section 4061 (relating to motor vehicles) ;

19 (3) section 4081 (relatingo gasoline) ;

20 (4) section 5001 (a) (1) (relating to distilled
"2l spirits) ; '

22 (5) seetion 5001 (u) (3) (relating (o imported .
23 perfumes containing distilled spirits) ;

24 *(6) section 5022 (relating to cordials and liquenrs

29 containing wine) ;
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t 1o ‘(7) section 5041 (b) (relating to Wines) ;
' . 2 (8) vection 5051 (a) (relating to beer) ; and
3 (9) seotion 5701 (¢) (1) (relating to cignrotten).
4 (b) TecnNIcAL AMENDMENTS.—The following provi-
.5 sions of the Internal Revenue Code of 1954 are amended as
w'“{ 6 follows:
m | 7 _ (1) Bection 5083 (relating to floor stocks refunds
“ | 8" - on distilled sl;irits, wines, cordials, am; beer) is amended
9 by strikhig out “April 1, 1956 each place it appears
- 10 and mnserting in lieu thereof “April 1, 1957, and by »
11 striking out “May 1, 1956” and inserting in licu thereof
‘ 12 “May 1, 195H7”. . .
13 (2) Section H154 (a) (3) (relating to drawback
14 in the case of distilled spirits) is amended by striking
15 out “March 31, 19567 and iserting i liea thereof
16 “March 81, 1957".
N (3) Subsections (a) and (b) of section 5707
18 (relating to foor stocks refunds on cigarettes) are

amended by striking out “April 1, 1956” each place it g

appears and inserting i lien thercof “April 1, 19577,
and by stiking ont “July 10 1956 and inserting in
lien thercof “July 1. (9OH7"

(4) Subsections (a) and (b) of section G412
(relating to floor stocks refands on wotor vehivles and

gasoline) are amended by striking out “April 1, 19546”

)

¢
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cach place it appears and jnserting in lieu thereof ““April
-1, 1857", and by striking out “July 1, 1956” each plase ™
it appoars and inserting in lieu thereof “July 1, 1957". @
Sapt_ion 497 of the Revenue Aot of 1651 (relating to re-
‘ fnndz on articles from foreign trade zones), as amended,
is amended by striking out “April 1, 1956” oach place jt
appears and inserting in lieu thereof “April 1, 1957,

lllll

o5
b 23
S . Y e-‘ja-.w DS e

. Passed the House of Representatives March 13, 1956.
- Atet: RALPH R. ROBERTS,
Clert.
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AN ACT

To provide a one-year extension v. e existing
corporate normal-tax rate and of certain
excise-tax rates.

Mazncy 14 (legislative day, Manox 13), 1968
Read twice and referred to the Committee on Finance
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® =~ H R. 9166

IN THE SENATE OF THE UNITED STATES

Mawcu 15 (hegirlative day, Mascn 153), 19346

Referred to the Conmnittee on Finanee and ordered to be printed

Intended to he proposed by Mr. Forsmcur (for hinself, My
Searkyan, Mreo Carvenawr, Mre. Kexseoy, Mre Friae,
Mr. Beane, Me. Derr. Mre, Morse, Mr. Ssarnges. Mr.
Lemyax, Mr. Dovaras, and Mr, Hoesenrey) to the bill
(I, R, 9166) to provide a one-vear extension ot the existing
corporate normal-tax rate ad of certain exeisestax rates,
viz: :

1 On page 1. beginming with line J. <trike out all through

: ot

2 Bine 10 on page 20 and in lien thereof insert the following:

3 “SEC. 2. ADJUSTMENT OF CORPORATE NCRMAL TAX AND

4 SURTAX RATES.

D “(a) Corropate Noemak Tax Rari—Section 11

’
. G (b)Y of the Tnternal Beveng Code of 1924 (relning v ovate

7 of corporite nortal tax) s amended o read as tollows:
8 o h) Noral Tax=The normal® tay s cqual 1o 20

H] |wl'l'vul ol the tusable Yo’
L]
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2
“(h) CORPORATE SURTAN RaTr—Section 11 (¢) of
aich Code (relating to rate of wuynmt@ Kgrinx) s mm:ulwl
by striking ont ‘22 percent’ and inserting in liew thereol *30
percent’.
‘ “(c) CERTAIN MUTUAL INSURANCE COMPANIES.—

“(1) NOEMAL TAX R.\‘!‘E.--:-‘k'('ﬁun B21 (a) (1)
(A) of sach Code (relating to rate of normal tax ou
certain mutual insurance companies) s amended to rend
as follows:

() Nowyan o rax.—N noral tan oot 22
.
percent of the mntual insaraiee company bl -
cothe, oF 44 pereent of the amount by which suel
. taxable meome exceeds 83000, whichever is the
lesser; plus’.

“(2) SURTAX LATE—Neetion 820 (a) (1) (B
of sueh Code (relating to rate of surtax on certain ntnal
msuranee mlnp:haim) i» wmended by oaniking ong 22
percent’ and inserting i liew thereof *30° pereent’.
M) INTERINSURERS AN Recieroo s Uspre

WRITERS.—

“(1) NORMAL TAN EATE~=Nection =20 (h) (1)

of sueh Code (relating to mte @ ol s on ceitan

'llth'fill*llﬁ’h IR i[m* Jorederwaera - IR P

to read as follows: ]

‘.

e e -

Ia
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(1) NorMan 1AX.—\ normal tax of 22 pereent
of the unitual inaurance company  taxable income, or
A4 percent of the amount by which such taxable income
exceeds 550,00K), whichever is the lesser; plus’,

“(2) SURTAX RATE~Section 821 (b) (2) of
such Code (relating to rate of surtax on certain inter-
insurers and reciprocal underwriters) is amended to vead
as follows:

L}

“(2) SrrTAX~—\ surtax of 30 percent of the mu-
tual insurance cowmpany taxable income (computed ax
provided in subsection (a) (1)) in excess of $25,000),
or 45 percent of the amomnt by which sucl taxable’
income exceeds %50,000, whichever i the lesser,”
“(¢) EFreEcTIvE DaTE~The mmendments nade by

this seetion shall apply ouly 16 taxable years heginning after

March 31, 1956.” N
On pagé 1. Tine 5. <trike ont “Tax Rate EXTENSION"

and insert “ReveNte™, X
Amend the titde <o as 1o read: “Nu Net 1o djuse cor-

porate normal tax and siwrtax wates and 1o provide o one-yeay

extension of certain exeise taxes,”




\41:}::23"\*"“ Hu R' 9166
AMENDMENTS

Intended to be proposed by M. Fyeseenre cfor
Winelf, M, Sewevw o, Mre, Cuersae, My,
Howenmry, Mr. Kexxeoy, Mre, Browr, Mr
Devr, Mr Monse, Mr. Swariens, Mo, Lyn
sax, aml My, Dovarasy o the hill (1L R.
9168) to provide a one-vear extension of the
existing corporate normal-tax vate and of
certain excise-tux rates.

=== . ™= *

Mance 13 (legislative day, Maxcir 133, 1856

Referred to the Cominittes on Finance and ordered to
‘ he printed
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TAX RATE EXTENSION ACT OF 1956

.
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Mancu B, 1956, ~Committed to the Committee of the Whale Houne on the Mtate
of the Unien and acdered 1o be printed
L]

Mr. Coorgx, from the Committee on Ways and Mesns, submitted
A
1 REPORT

o [To ncoompany H. R. 2106 )

The Committee on Ways sinl Means, (o whom was referred the bill
(H. R. 9166) to provide » 1 vear extension of the eXisting corporate
normal-tax rate and of eortuin ercise-3ax rates, having considered (he
same, report favorably thereon without amendment und recommend

that the bill do pass.
L. GEMENAL NPATEMENT

H. R. 9166, reported unanimounly by vour committer, provides for
& l-year extension of the present rorporate incoine tax rate snd the
existing rates of certain excises. The rates of these taxes otherwise
are scheduled for reduction on April 1, 1956,

The present 52 pereent iorp®rate income tux rate, without the
1-yvear extension provided in the bill, would vevert 1o 47 pereont ss of
the first of this April through a neduction in the normal tus rate from
30 10 25 percent. The excise-tax mutes. which without this hill alw
would be decreased this April, are those on aleobolie beverages, ciga-
rettes, gusoline, automobiles, trucks and buses, sutomobile purts und
accessories, and diesel and »pecial motor fuel.

Your committee bas agreed to the extensions of the preseit corporate
s excire tax mtes becaise of their effeet on the Foederal bu Leet in
the fiscal years 1956 aml 1957, If these mtes are not extended there
would be no surplus in the fiseal year 190756 and there wonld be o deficit
of newrly %2 billion in the fiscal vear 19570 This is <hown in greater
detail in the following section of this report.

The Prevident in bin budget siesengre made the follow s statement

Tu reach s balunosd budeet in the fiacal s 1056 and in the fieegl Year 1957
it will be nevessary in additlon 0 continuing eversday effores to heep spending
under control, to continue all the preseut exveree 1aves withoan aty redoetion and
the curporation ineome taves at their present raes for o other vear beyond
April 1, 1936,

71008
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extended until April
would have to be paid to

32 TAX RATE EXTENSION ACT OF 1936
| L. REVENUK AXD BUPGET EFFECTS
The reveaue offects of yaux' committes's bill for the fiscal years

1956 and 1937, and aly on a full yar‘uhsu.malmwnm le 1.
dwmdm mu Und have an cﬁact

on udaut in fiscal era.dnu‘x'xj

axciee tax red ‘;Yuld be aauve for Apnl Mny, Juna m

‘hnbamm T e lottbn thl. ”"m"’d

mon
Mhuv:gddhum "
The reduction in corporate taxes under hvwﬂlmtbo

me-mﬁal 1956 because of in te
ux coﬂoemm. Most of revenue effoct hmh‘emm:he
lemmmauxnuforﬁ‘“rwbeyond.&pull 1956,

1857, but some effect

will carry over into the fiscal year 1958.
Ifthonmusexcujcmn:; ndodform %bgogmuﬁgt
1957, refunds of ;ppro.mns million
dahn t to their goar stocks, or
inventories of taxed articles, on wlneh rates would be reduced.
For the most part these refunds would have been paid in the fiscal
year 1057 if these excise tax rates'are not extended. With the 1-year
extension provided in this bill, expenditures for these floor-stock
refunds for the most part be pouponad until the fiscal year 1958.

TabLr 1.—KBstimalod revense gain from exlengion of eristing corporele and ercize
lax rales

{Extension lom Apr. 1, Ivig, to Apr. 1, 1867]

Estimatod revenus galn
(n millions of dellars,
Change & ovke whick watadf | e e
waew wihomd bl 1 Pl
Fivend  Fivemd ' gt
R ad e eflect
CorPorntion Neckde LAS . covvenennnee.cvnnencea]| K2 10 47 peroesd (oormal tax ! ..., 1,100 2o
red frem M Lo 25 per-
centj,
E b g ) BEBR
Rxclsex:
Distilled :pmu 110.50 10 $8 prt gallon o 90
..... . B} P
Beer.... .. A nwumgcm-l I o
Wieesnaocnoen onnn .. . Variis relvs. . 3y ]

Total, sicobolic bevernges.. . L . | wi I
Todaces Lawes' Clewrettss smadl' | .. $4 to 853 50 per L, ] 145
Moanubartare " eas e Lisrs '

Sonaallime *mmmmm - s ]
Pawsenper wers. ... - . W D pemeent .. . w, E»,
T roeks, baves. aned trathers . . »in S pepornt.. . i [ 0]
Aulo parts and socessores . ... ..{BloSpercent. | . . 6 4% !

, SRR

Tolal, manufacturers’ exclses. . TR A KY

]
Retsll taxes' Diwael and sprecisd giotor fiels ‘ 2w b evntc prr gullon . ] I ! o6
Total excisey . PooAH | v L
Total, corporaie inowne Lax and eacises . ‘ 3 AT R
Nate.~Flour stuck rofunds of abwual £330 mwm mu be o uum:-d b) the extension of exabog excse
fax rales.
soitree. Prepured Uy the statl of $ha Juat Cumne mna: fletersead Hevonude Vatstivn

*



TAX RATE. KXTENBION ACT OF 1938 3

On a full your's basis the extesmon of the prosent cu e rale
will ineromse svenues by $2,020 million and the excise taxes by $1,160,
o tial full-year offves under the. bill of 83,188 million. .
Table 2 shows the effect of your commitioe’s bill o thy budgois
for the fiscal yvears 1956 and 1957. Expenditures in the budget s
presented by the President for the fiscal vears 1956 and 1957 are
estimated at $64.3 billion and $65.9 billion, respectively. Receipts
for these vears are estimated at $64.5 billion and $66.3 billion, respec-
tively. Theac figures reflect a curplus of $200 million in 1956 and
$400 million in 1957. As was indicated in table 1, if the present cor-
porate income and excise tax rates were not extended there would be
a loma in revenue of $204 million in the fiscal vear 1956 and $2.142
million in the fiscal venar 1957. Moreover, if these rates were not
extended floor-stock refunds of about $200 million slso would have
to be paid during the fiscal year 1957. Thus, the failure to extend
these rates w. remove budgetary surplus in the fiscal year 1956
and result in a deficit of nearly $2 billion in the fiscal vear 1957.

Tanrr 2.—Effect on the 1956 and 1857 budgeis of allowing terminalions of rates us
acheduled Apr. 1, 1968 /

i Fucal your
wes . BT

Badert evpemetitusemi . . .. P43 R 4
Bodpet recesg s . . . ! (A w3
Barbert sy s ¢ - B

L5 5 WY R PR SRR TP S RNE gy S g
Edvoxrwnee © ~ i bad € ae s B - - - -2
Pryment of Sin sl K nefunty . 2
Buadees sutplius i+ o0 deleil (~) without estemsin of rates [} ; ! ;

Beurie Prepated by ta o of the Jomt Ceommitior cn Lndernal Mo paee L avalea
1. AUMMARY OF HBILL

The first seetion of the bill indicates that this aet is to be cited as the
“Tux Rate Extension Act of 1956.”

Section 2.0f the bill extends for 1 year the present 52 percent cor-
porate inconie tax flte which otherwise is due to revert to 47 percent
as of April 1, 1956. The 5 percentage point reduction will occur in the
30 percent normal tax to which all corporate 1axable income is sub-
ject. ‘The 22 pervent surtax, which applies only to income above
$25,000, remains unchanged.

The rate extension provided by section 2 in the case of the corporate
income tux makes the 52 percent rate applicable to tuxable years
beginning before April 1, 1957, and a 47 pereent rate applicable with
respeet to tuxable years beginning on or after this dute. X prorution
formula, already in ~ection 21 of the Internal Revenue Code, provides
for corporations whese taxable years overlap April 1, 1957,

Section 2 extends the present corporate income tax rate not only for
ordinary corporations but alse for mutual insuranee companies and
interinsures,

Secetion 3 of the bill extends for 1 year the present exvise tax rotes
due to be swtomatically reduced us of Apeil 1, 1036, These include
the excise taxes onodistilled spirits. beer, wine, cigarettes, susohine,



4 TAX RATE EXTENBIOX ACT OF 1046

sutomobiles, trucks and buses, automobile parts and accossorion,’ and

[ tabin 3 whicks s e unit ef ey lace aro described mars fully
i

April 1, 1957, under this bill, an Faton hialore wr

Tanin 3.— Excise taa rates extended until Apr. 1, 1857

1

} Rate o3
: oriod ven | ovane itor.
Unit of tas S
. 1, K00A, | Uwe Apr. 1,
e o | Ml
wer
- o
L i apirits Per procd
¥ P L] S cweme . v
BOOr. coe LTI e P e | S0 B
Wine:
H#till wine:
Cc:‘;uuhﬂ. P‘ than M peroest | Ferwins gellon ..........
Contalning 14 %o 21 pereent aleohol ...} Perwine gallon. .........
Containing 31 in 24 aloh i, .| Per wine galkii..oa........

Conlaining more M peccent | Por wine gallon
Sparkling wines, liquew.s, eordieks, ste.
o ham paigme of i’

~..| Per wine ralkan
e . ... ...] Por wine gallon
- y (arbonated wines .| Per wine gallon
Tobatos taves: Clgeretbos..... ooooooveoee. ... Por b .. .
- Cemeememen e wemeeee | IE BB @& .
“.. RO .. M anmdnciawers
Trueks, buses, troek tradlers . ... s eee e o) M osmatectorers’ .
Auto parts ahd acceaories . M ndrabartsrers” .
Retatlers’ excisen: Llievel and speeind medew fuel PPergsibai .. ol 2
B T T T O

¥ Thes rates were lncreased hy the Hevenue Aot of 1WA and the Increases were scheduled U terminate on
Apr. 1, 1964, The Excise Tax Kedurtban Act of 1984 extepeied these rate incresams L Apr. 1, 1938, and the
Tux Rate Eateusl n Aet of 150 exlesudiv] Lhexe rate inciraees U Apr. 1, 1856,

Bource: Prepmred by the stutl of the Julat Cummitior on Litormnal Revenue Taxation.

In addition to extending the rates specified above, section 3 of the
bill postpones for 1 moere yvewr the floor-stock refunds or credits
presently effective with respect to stocks of various tax-paid products
on hand on April 1, 1956. These floor-stock refunds are available in
the case of distilled spints, wines and beer, cigarettes, gasoline. and
automobiles, trucks, and buses, amd automnobile parts and-ascessonies.

Section 3 also extends for | year the present drawhback of $9.30 per
prood zallon for distilled spirits wied in the manufs-ture of medicines,
medicinal preparations, food products, flavors, or flavoring extracts,
which are untit for beveragze purposes. In conformance with the
change in the distilled spirits tax. as of April 1, 1957, this drawback
under the bill deereases 10 $8 per proof wallon in order to msintain a
net tax of 31 per proof gallon on distilled ~pirits used for these purpones,

1IV. CHANGES IN EXINTING LAW

In compliunce with clause 3 of rule XIH of the Rulen of the House
of Representatives, changes in existing law made by the hill. as intro-
duced, are shown as follows (existing luw proposed to be omitted is
enclosed in bluck brackets, new matter is printed in ialies, existing
luw in which no change is proposed is shown in roman):
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INTERNAL REVENUE CODE OF 1854

8EC. 11. TAX IMPOSED.
L (&) CoxroRaTions iN IESERAL—A &% is hereby imposed for cach taxable
<t yoar on tho taxable income of every corporation.  The tax shall consixt of a
norinal (ta)x computed under submection (b) aud a surtax computed under sub-
soction (0).
() Nursmal Tax.~—
(1) TAXARLE YEARS REGINNING RRFORY. APHIL xbd[xm] 7. —In the case of

:o t;;dﬁa ye:ro‘ befoee April 1, [1956] 1957, the normal tax s equul

(2) TaxARLE YRARS BAGINNING APTER Mancy 31, [iss] m7.—In the caso
of a taxabie year bt:?mﬂnx after March 31, [1956] 7957, 1k rias) tax i
equal to 25 percent of the tazsble jncome. [l e ne "

» . . . » .’ ]

8EC, a21. T‘LXIP gN MUTUAL INSURANCE COMPANIES (OTHER THAN

OR MARINE OR FIRE INSURANCE COMPANIES
ISSUING PERPETEAL POLICIES).

() Imrostiox or Tax ox Muruar Comraxies Orurs Teax INTERIN-

sunxns.~—Therw shall be for taxable year on the incume of every
matual invcrance [ thas a lile or a marine insursnce company ora
S0 1he tax imposed by section 531 and other thas

or paragraph (2), whic :
(1) If the mutual insurdnce company taxable income (computed without
regard to the deduction provided in section 243 for partially tax-exemnpt interest)
. is over $3.000, a tax eomputed as follows:
¥ {A) NomrMaL Tax.—
- (i) TAXABLE YEARS WEGINNING BEPOGRE APRIL 1, [19%) 1%7.—In the
eame of tuxable yeurs beginniug before April 1, K19563 1247, & normal tnx
of 30 percent of the mutual insurunce company taxablo income, or 60
pereent of the amggut by which such taxable inconw oxceods $3,000, wbicl,-
ever is the lesser;
(i) TAXABLE YEARS BEGINNING AFTER MakcH a1, [is%] m67.—In the
case of tuxable yeam beginning ufter March 31, [19567 1457, 8 normal tax
of 25 percent of the mutual inrurance compuny taxable income, or 50
pereent of the amount by which such taxable income excveds $3,000,
whichever is the Jeaser; plus
(B) Stkrax.—A surtax of 22 percent of the mutual insurauce company
taxable iucome (comiputed without reganl to the deduction provided in
section 242 for partially wax-exempt interests in excess of $23,000.

(2) If for the tuxable yewr the gross amount of income from interest, divi-
dends, rents, and net premiums, minus dividends to polievholders, minue the
interest which under section 103 is excluded frum groes incotne, exceeds $73,000,
a tax equal to | percent of the amount »o computed, or 2 perecut of the exoess of
the amount so compated over $75,0008 a tuchever is the dewier,

(b) Imrusimion or Tax ox INTERINSUKkLk-. - In the case of every mutual
company which i3 an interinsurer or reciprocul underwriter (other than

a life or a marine insurance eompany or a tire it ~urance esmpany subject to the
tax imposed by section 531), if the mutual insuranee company wanble ineome

. ]‘eomrutul as provided in subrection (a) (1) is over $50,000, there shall be im-

for cach taxable yeur on the mutual insuralice compuny taxuble income a

tax computed us follows:
(DN HMAL TAX.—

m TAXABRLE YEARS BEGINNING BEFoRE skt 1, [wse] wr—In the
cane of taxable vears brginuing before Apnb 1. [1936] 1457, o norul tux
of 30 pereent of the mutual msuranee congany taasble eotne, or A jrereent
of the nmount by which ruch tavable eone exeevds $30,000, whichiever is
the lesser; .

() TAXaABLE YEAus BEGINNING O TER Manen 3, [19%]) 87— 1In the .
ease of o taxubde veur begmuing after March 310 19567 1957, » nomual tax
of 2) pereent of the mutual bruratoe cutnuta tavsble ineoe, or 30 gureent
of the amuunt by which «uch tarable o o ovoeeds 830,000, Whickhever
the lesser: plus

e T T M e
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6 TAX RATE EXTENSIOX ACT OF 198

(2) Buktax.—A surtax of 22 e of the mutual lnsirance compaan

. tuanble income teomputed as provided in subw etion ) (D) in excess of $25. (00,

or 33 pereent of the amount by which mich tasable income exceeds $50,000,
whichever m the keser,

] L L] - ] L] » L]

HEC, M1, IMPOSITION OF TAX.
(m) Dixsxi. Fusi.—There is bereby imposed a tax of 2 ¢ "
liguid (uther than any product taable \m,dm' section ;}Ssl;wts  gallon upon any
(1) sold by any persou to an owner, lessmv, or other operator of a dicsl-
powered highway vehicle, for use ws u fuel ), such vehicle: or
(2) weod by auy pervon as a fuel in & diesel-powered highway vebdele unlese

there was » taxable sale of such liquid under ph (1),
(b) Srecial Moror Purls~—There is imposed a tax of 2 cent« u
gullon upon benxzol, beuzene, naphtha, lig petraleum gas, or auv other

liquid tother than kerosene, gas oil, or fuel oil, or any product taxable wider
uecux((xil 4mul: subwection (n) of this section)—

) ¥ any pencn to an owner or other opcrator of a motor
vehicle, motorbout, or airpinue S0 use a4 » fuel for the propulsion of such motor

' "?i?km' “Mbuﬁ:nm' o mmi: for the propulion of ehicle
¥ 4Ny pemon as 8 j a mutory , mwdor-
boat, ?t")uirphm uniews there was a taxable sale of such liquid undee parn-
©) Rz Repucrion.—On sad alter April 1, [1956] 1957, the tases imposed.
bythimtionuhtﬂbel}iwnuamhm:52m!mugalkm. "

» L] L] [ ] L] L

-

SEC. 4061, JMPOSITION OF TAX.
(a) AvTunoiLes.—There is bereby imposed upon the following articles {in-
cluding in cach ci~¢ parts or aceessories therefor »old on or in connection therew b
or with the sule thereof) sold by the manufacturer. producer, or importer a tas

equivalent to the specificd pereenut of the price for which so rold:
(1) Articles taxable at 8 pereent, except that on and after Apnl 1, [19365]

1837, the rate shall be 5 percent--

Automohile truck chare,

Automohile trick bodies.

Automobile bus chassis,

Autamobile bus bodies,

Truck and bus trailer and semitrailer cluseis,

Truek and bus trailer and semitrailer bodies.

Tractor of the kind cliefly ured for highway tran-portatson o combin-
tion with o trailer or semitrailer.

A rale of au automobile truck, bus, truek or biis trailer or ~enutrailer ~hall

for the purposes of this paragraph. be considered to be u <ude of the ehus -

and of lfm body,
(21 Articies taxable at 10 pereent escept that on andd afrer Aprid 1, L1936

1867, the rate shall e 7 pereeut

Automohile charsie and bodics other than those tavabide under para-
graph (1,

Chassi» aud bodier for trallers and semitriders tother than house
truilers) suitable for u-e in conmection with passenver nutomables,

Mororeveles.

A wale of an audomobile, tratler, or ~emitrsiler shall, for the purposes of this

parugraph, be considered to be a <ale of the chassis wtnd of the bod}

(b) PPanrr~ avp Acckssosies, - There is hereby napused ujpon paris or aeees
srories (uther thar tiees and inner tubes and other than automobale radio aal
television receiving sets! for any of the articles endmerated o sabecction (-
sold by the wanufacturer, producer or oporter 8 s equisadent te N prereo o
the price of which =0 aold, extept that on and sfter Apnd 1 L0 100 the
rute shiall be 3 pereent,

-

L » * - -

-

BEC. 4081, IMPONITION OF TAX.

There n herebiy tngresed on gasodie seded by 0l par secer or dagrat 1 4o, e
ar by any producer of gnsohine s tas of 2 eeotsn galion On .u..{ ey Ao
CLOB6Y 1. the tas dmpeessd B this sevtions shadb o T cents w wabos 00 o
of 2 centa u unllon,

L3 L - * N “ .
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SEC. 3801, IMPUSITION, RATE AND ATTACHMENT OF TAX.

T (n) Rarn or Tax-—

- (1) In amnmnat.—There is hereby iy oi all dis dlert wpirise in bopd or
-4 produend in or inputved into the United Slates an luternal rovenue wax at the
® .t of $10.50 on each gallon or wine gallon when bulow prool wid o
3 ste bax-al a rate on 9k “ractioual pnrts of sueh proof or wine
-

On amd miter April 1, P!“]N:.\hemwdmimmhy Lhin
paragraph shall be §8 in ex of $10.50, ]

(2) PRODUCTS CONTAINING DINTILLED SEIRIT». —~All ucts of distillation,
by whatever uame known, which contain distilled apirits or aleohel, on which
the tax imp by law las not been poid, shall be comsidered and taxed as

i climtilbod
- (3) IMPoNTED PFERFUMES CONTAIKING DIATILLED seimiTs.—There in herchy
o all m%m bmported into the United Sialew containing distilled

N spirits a tax of wine gallon, aud a proportiouate tax at & like rate
on all fractional parts o?:sth wine gallon. O and after Aprdl 1, [1956] 1847,

the mate of tax imposed by this paragraph shall be $8 in licu of $10.50.

L L] L - L L J L]

SEC. 5822. TAX ON CORDIALS AND LIQUELURS CONTAINING WINE.
On all ligucury, cordials, or smilar compounds uced in the United States
snd not sold ms wine, which eontain more than 2'3 percent by volume of wine of
an alenholle content in excems of 14 poreent by me (other than bottied vock-
tailn), thare shall be puld, in Heu of the tax imposed by section 5021, 'n tax at the
rate of 8$1.02 wine gallon and a e tux at m like rate on all frac-
t1:!0:;16 rml.%"’ such wine gaflon until 1, [1956] 1657, and on or after April 1,

ut the rate of $1.60 per wine gallon and a proportionste tax at o
e rate on all fractional parts of such wine gallon,  All other provisions of law
applicable to rectification shall apply to the products subject to tax under this
pection. ’
) LI % - 4 2 » *

SEC. 5041. IMPOSITION AND RATE OF TAX.

(a) Imrosition. —There is hereby impo~ed on all wines, inciuding imivstion,

] ur artifivial wite, apd compoutds ol u~ wine, having not in exeess

of 24 pereent of akeobol by volume, in bond in, prodaesd o, o imported wto,
the United Niate~, taxes at the rates shoan i ~ubecction by, -uch taus to be
determined a~ of the tinwe of removal for cuteaimption or ~ale.  All wites cuu-
taiving more than 2§ percent of ak®20T by votunie sladl be elas~ed as distilled
spirits and tased accurdingly.

() Raris oF Tax.—

(1 On =il wines coutaining swt more than T peerecnt of sleobol by volutue,
17 centx per wine galio, exeept that on and aftes April 3, 19563 1957, the
rate ~hall be 15 ceni~ per winee galjun:

(2) On =till wines containing tmore than 1 jeeres 00 and pob exeveding 21 juer-
eent of aleohol by volnme, 67 eents per wine gillon, exeept that on and after
April 1, L1056 1457, the ate shall e 60 cont~ o v pallon:

3 On =till wines containing inore than 21 pereout and sot execeding 24 per-
cent of aleahol by volume, $2.23 per wine gatlon, execpr that on and after
April 1, L1956 1457, the rase xhall be $200 per wane wallon:

4 Ou champagne g other ~parkhing wines, 34,40 por wine gallon, exeept

. that on and after April 1 L1936 1457, the rate whall be M..tm peer wine gallon

and .
5 On artificially carbonmted wines, 3210 per wine kallon, exeept that o

and after Aprit 1, [1v56] 7957, the rate ~hall be ~2 000 per wine gallon,
L] - - - ' . 'Y

SEC. 3031 IMPOSITION AND BATE OF TAX.

() RATE or Taxc—There s herelsy tupaeed on all tver, birewed or producesd
and sold, or removed for eonsutuption ur sabe, withun the Unitted States, or ne-
ported jnto the United States, a0 tas of 29 for every barrel eontaining noe mory
than 31 gadions, and at o bke e for any other quantity or for tie fraetionasl prarts
of o barrel nathorized amd dfined By s Onand after April 4, L1U36Y 1057,
the tuy unposed by the preccding scutence <ot be ot the rate of 380 licu al w4
I witinting and computing <uch tav. the fenetionad parts of o hareed shadl be
hulves, thirds, quarter-, sivths, ansd catdane and s tretional part of o bare,
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containing lesa than onn-eighth, shall be accounted one-eighth; more than one-
eighth, and not more than one-sixth, shali be accounted one-wixth; mare than

and not more than m-lonn'l\. ahxll be accounted one-fourth; more than
oue-foi d‘und bot more than one-third, sahall be aoeounted mtillrd; more
than ird and not more than one-half, shall be aceounted oue-haif; more
than one-half and not more than one barrel, shall be accounted one barrel; and
more than one barrel, nud not more than 63 gallons, shall be accounted two barrels,
or a hogshesd, The provisions of this see requ the acoounting of hogs-

! hogshen of
are within the limita of tolerance established by the Secretary or his delegate by
regulations which he is hareby anthorized iome{crihc;wdnommmﬂl ;ﬁs

- made and no tax shall be for any excoss in any ease where the contents
‘ of the hogsheads, or fractional of barrels :
el prom e .guru \ heretolore or hereafter used
» . * L] L J L] [ ]

«
2

8EC, 062, FLOOR STOCKS TAX REFUNDS ON DISTILLED SPIRITS
- G WINES, CORDIALS AND BEER. '
SNBRAL.~With respest 10 any article upon which tax is imposed under
upua which laternal reveuue tax (lncluding floor stocks tax) at th

rate prescribed has been paid, and which, on April 1, [19568] 1857,

d by any person and intended for sale or for use in the manufacture or produc-
tion of any article intended for sale, there shall be credited or refunded to such
(without interest) subject to such regulations ss may be prescribed by the

; or his delegate an amount equal to the difference between the tax so
paid and the rate made ap to such articiea on and after April 1, [1956]
_ 12267, o claim for such t or refund is filed with the Secretary or his delegate

gam o;'&ty 1, [1956] 1257, or within 30 days from the promulgation of such
i \

() Lismtrariens ox Eniciminity vor CrEDIT ok REFUNMD.—No person rhall
be entitled to credit or refund under subscction (a). unless such person, for such

riod or periods both before and after April 1, [1956] 1857 (but not estending

vood 1 year thervalter), as the pPecretary or his delegate shall by regulations

. makes and keeps, and fles with the Secretary wr his deleyste, such

W of imventories, sales, and purchases as may be prescribed in such regu-
wons.

{¢) Ornex Laws AvrricaBie.—All provisions of law, including penalties,
appli in respect of internal revenue taxes on distilled spirits, wines, liqueurs
and cordials, imported perfumes coutaininyg distilled spirits, and beer shall, inrofar
as applicable and not inconristent with this rection, bw applicable in respecet of
the credits and refunds provided for in this xection to the same extent as if such
credits or refunds coustituted credits or refunds of mich taxes,

* » * L * L] *

SEC. 5134. DRAWBACK.
{a) Iu the ense of distilled spirits on which the tux has been detenmined and
used 8% pro. ided u this subpart, a drawbuck shadd be allowed -
t1: At the rate of 36 on each proof gallon upon which tax is paid at a mte of
34 per proof gallon prior to Neacmber 1, 19315
{2 &% the rae of $4.30 un each prouf gallen owhe b tax s determioed at
the rats of $10.50 per proof gallon on and after Novewber b 1931 .

-
-,

o g v :
e d L.
¥ Lp -

ihh

(3. at the rate of %8 on each proof gallon upon which tax b= determined st s
rate of $9 per proof gallon after March 31, [19563 1057,
» L] 1] *

L] »

S8EC. 5701, RATE OF TAX.

* % » » » * »

(0} ClaaRETTES.—On eigaretvea, mannfactuned in or fmported inte the United
Stute«, there shall be impesed the follow ing tuves:
(1) SMALL C1GARETTE~. <O cigarettos, weighing not more than 3 pounds per
. thousand, #4 per thousand woatil Aprit 1, L1936 1857, aod 23 50 per thousand
¢ ou and after ApHL 1, 10067 1545,
(20 Lancr ClGARETTEA, - On clgurettes, weighing more than 3 pounds per
thosusand, 8530 per thousand; exeept that, i more thing 61 fveles o length,

[ X%
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they shall bo taxahle at the rate preecribed for clgarelion walghing not more
3 pounds per ‘
. ) Douts ”wpg “th;:qud, m‘l.l.lﬁul ench 23X inl:-:m, or fraetion therw, of

L » » » [ ] . ®

SEC. §T87. FLOOR STOCKS REFUND ON CIGARETTES.

() I8 Gexgnar.—With repeet to mmtl:’ wd&ﬁ: not more than 3 pounds
upouwldchummit%gn:ed’lzy ' ?a)(l)ulmuonb 1 haa
pdd.wdwhlnh,m&prul,('! J 1887, are held by any porson and intended
{TRited Btaten to sy pereon e ¥ iod maiion ur inuular possesions of the
of rofuaded 16 such o (without intermt). sibjoct to such rogulations ae nhau“d

be prrseribed by the Suerstary of his delegate” an amount equal to the difference
betwien the tax on sch lntilh!un& ‘“t'omh
articlen on April 1, [1 1967, M chaisn for 2" eh eredit or Ia filed with

tbzmm' or his before July 1, [1956) :oﬁr.
LaMrTaTiONsS ON GIRiTY PoR CrENT 0O :Np.~—~No person
be entitled Lo credit or refund under subsection ‘(‘:) o? :kham'ﬁ:n unlons :::g

Ing beyond 1 year theroafier), as the NHocretary or his dolegate shall,
regulation, proseribo, makes and keeps, and fles with the Necrviary or his
te such records of invunutieu. salew, and purchases s shall be prescribed in

regulations.

mmh period or periods both before and after April 1, ?M] 1887 (but
e = by

- * » * * *

S8EC. $412. FLOOR STOCKS REFUNDS.

(u)ﬂ?diwon Vl:mcus.‘;- before Apeil 1, [ 1

N GENERAL.—Where before il 1, [1956] 1957, any article subject
to the tax imposed by section 4061 (a) or (b) has been suld by the manufacturer,
ptmiueer.. or importer, and on such date ia held by a dealcr and has not been
weedd an’ is intended for sale, there shall be credited or refunded (without
interext) o the manufacturer, produeer, or importer an amcunt equal to the
diffcrence between the t::r-r by such urer, produeer, of imparter
on b sale of the article the smcount of tax made applicalde ts such articie
on and alter Aperil 1, [1856] 195”7,

(0 Derniximioss.—¥or 23 of this sulsection—

{A) The termn “dealer” includes a wholesaler, jubber, distributor, or retailer.
tB) An article shall be con~idered as “held by a dealer” if title thereto
ha- passed to such dealer (whether or nat delivery * ) hiiu has been made),
and if fur purposes of cousumption title to such article or possession thersof

Las not at any time been trausferred to any person otier than a dealer.

{3) ReFvsps 10 DEALERS.—Under regulationa prescribed by the Secretary
or his delegate, the refund provided by this subecetion may be made to the
dealor instead of the manufacturer, producer, or iporter, if the manufacturer,
producer, er inporter waives any claim for the amount o to Le refunded.

{4) ReimpvpskMENT or veaLkks.—When the credit or refund provided for
in thia submection has heen allowed 1o the manufacturer, lmnhm-r, or linporter,
he shall remit to the dealer 10 whom was sold the article it respeet of which
the eredit or refund was allow ed «o muel of that amount of the tux corrpouding
to Lhe ervdit or refund ae wis wwluded in or added e the price paud or
%o ke by 13 deuder.

(3 LIMITATION ON ELIGIBILITY FOR CREDIT OR REFUND.— Ny person shall be
entitled 1o eredit or refund uader this rulweetion gnlew - A} he has in bis posses-

s elnimed e may be reyuined by regubations preserstnd under this subwection,
and (B} cluim for such eredit or refund is filed with the Secretary or Lis delegate
before July 1, [1036] 1957,

(b) GAROLINE, --

(1) IN GENERAL=-With respeet 1o any gasoline taxable under seetion 4081,
upon which tax (neludiug floor ~toels tux) ut the applicable rate by been paid,
and whick, on April 1, £19567 2057, is held and intended for sale by sy person,
there rhall be credited or refunded cwithout interests to the prodieer or importer
who paid the tax, ubject 1o »urh regulations as may be preseribed by the See-
retary or hi~ delegate, an amount equal to g0 much of the difference between the
tax ~0 paid and the amount of sax made spplicable to <uch gasoline on and after
April 1, [1956] 1957, us Las been paid by suel produeer or importer to such
perron an refmbursement for the tax reduetion un such gasoline, if eluim for such

. mimi mieh wxpdensw G the invesiermes with peapret Lo which the eredut or refund
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ervdit or rfund i Biod with the Roerwiary or his delegate prir to duly 1, L1950
1967, Nu eredit or refund ~ball be allowable utsder thin stimection with nmpm"
1o gasline jn retall stoeks held at the place where intonded to bo rold st retail,
Bt With respert e gasoline beld for sale by o produeer or inporter of giolie.
) Lauration o8 LLIGIMUITY POR CREDIT 0k Kebtal, No producer or
importer shall ba autitied 10 & credit or nfund utekr paragruph (1) unless he
has in hix peesmaion satisfactory evidenoo of the invemorkes with respeet to
which he has made the seimbursements deseribed iy such parageaph, snd catub-
lixhos to the satbdaction of the S8eeretary or his delegate with rexpoet to the
quantity of gasoline ax to which eredit or refund is cluined under such para-
‘mr‘;lx. that on or after April 1, [1936] 1857, suech quantity of gasoline was sold
t:‘t o ultimate comitmeer at a price which meflected the amount of the tax redue-
tion.

R

SECTION 497 OF THE REVENUE ACT QF 1951

SEC. 437. REFUNDS ON ARTICLES FROM FOREN:N TRADE ZONES.

() ImpokTEd Anricies. —With pespect to any article specificd in section
2000 (c) (2), 2800 (u), 3030 :4), or 3150 () of the Intersal Revenue Code of 19349
tur section 5701 (c), 5001 (a:, 322, 53011 (b}, or 5051 (@) of the Interndd Revinua
Code of 1951) on which internal revenuc tax at the applicable rute prescribed
in such section has been determined pursuant to section 3 of the Act of June l?f.
1934, as amended (1. 8. C., tithe 19, aee. 8lc), prior to April 1, [1956] 1857, an
which on or after such date iy brought from a forvign trade zone into custums
territory of the United Btates and the tax »0 determined thereon paid, there shall
be credited or refunded (without futerert? to the taxpayer, subject to such reguln-
tions as may be prescriberd by the Secretury, an amount equal to the difference
between the tax so pmid and the amount of tax made applicable to such articles
on and afier April 1, Eﬁ?ﬁ 1957 if cluim for ruch it or refund is filed with
the Seeretary within thirty dave after pavinent of the tax.

(b) Previovsry Taxrsrs ARiu re-- With respect to any article specified 1,
section 2000 (e} (2). 280 ', UL /a- . or 3150 a0 of the Intorual Revenue Code
of 1939 (or section 5701 o+, 01 (), S22, 5611 (b, or 3051 1) of the Futernad
Revenue Code of 1954, upon which inferual revenus tax Gueluding foor -tock-
taxi at the applcabe rate preerilpad iy rach section bas been paid, and which wia-
taken into a fordgu trade zone from the customs territory of the United Stares
and pl:lﬂ‘d under the supe-rvision of the collector of enstons, pursuant o tla
second proviso of sertion 3 of the Aet of June 18, 1931, a- amended (U 8,
title 19, see, 8le), prior to April 1, [19567 1957, and which on or after such daie
ir {without loss of identite returned from a forcizn trade zone 1o customs territar
of the United States, there shal) bee eredited or refinded twithout interests to the

erenll 20 relurning =uch article, subject 1o «uch regulations neomay be prescribed
w the Beeretary, wn ameint equal 1o the differenes botween the tux so good and
the amount of tax mads pplicable to sich articles an gnd after Apeil 1 [106]
1537, il elaim for ~ueh eeeidit or pefuned i filead with the Sccretars withun thirns
days after the retarn of th article to en-tomes tirrton




The Chairman. On March 1l6th Senator Fulbright
wrote to the Chalrman requesting that if witnesses in
cpposition to his amendments desired to be heard, that an
opportunity should be given to those witnesses to be
heard.

Now there are quite a number of witnesses who have .
indicated they desire to be heard in opposltion; but as
the Bill was passed on March 14th it was impossible last
waek to arrange any hearings, and sometime ago Secretary
Fulsom was requested to appear on tomorrow, Thursday,
before the Commitise, on the Social Security Bill. Then
on Friday, Sacr:tary Humphrey.

It would be necessary, I belleve, to report this
Bill as early as possible to the Senate, next week, as
the taxes terminate on March 30th.

Now for the purpose of the record I will ask
that the letter to Senator Fulbright be lnserted; alsoc 8
letter to the Chairman from Senator fulbright datec “arch
13, 1956. Also a letter to Senator Fulbright datec arch
16, 1956 from éacratary Humphrey, in opposltlion tc the

o

amendmenta.

I

(The letters above raferred to arv as follovs:)

LOoP i TN TREaRR
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Rinilad Dlaies Denate - -

COMMITTER ON BANKING ANGEMPRENGY
‘ L3
T - Mok 13, 19%
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&nl. to- - . ,
» Osmiitige on Finsace \ | -

United mmsmm .

¥aghington, . C.

Dogpaenator Byyd: . ‘ .
- xmmmamu,mmtp
mmmmwwmhmm
committes in support of the bills, B. 3128 and 8. 3129.
I woderstand - that the ¥ouse of Representatives will probe
ubly pass H. R. 9166 todey; snd upon its pesssage in the
Bouge, I intend to offar the substance of the bills, 5. 3128
and S. 3::‘?: ar ssendments to E. !; 9%“

81r .o the introduction of these two Bills, it has
come to my attcntion thet opposition may be espected from
cor}wmtim which weuld experience a suoll Lax increase
under 8. 3129, znd from persons who derive imcome 1rom
pertielly ti oxemnt interest on certoin rederul securities.
If course, I ~ quive anxious tvhat my proposais not be
prejudiced sa the grounds that anyone adversely affected by
then was not given an opporfamity to be heard, 1 do not
know whether the committee has received any other requests
to trstify, although I gave notice on February 3, that I
intanded to offer these bills as amendments to the House
bill. Ycu will also recall that I wrote you on Febuuaxy 22,

requesting an oppoartunity to testify.

Therefore, if you consider the absence of opposi«
tion vitnesses as a posafble source of cbjection to my
spendments, or the testimony of such vitnesses 1o be signi~
ficant tp the casmittee’s considerstion qf my proposals om
their menrits, may I respectfully suggest that the commities

. afford possible opponents of wmy sssodments un opportamity

to testify.
8incerely yours,

J. W. Fulbright



el | N ummammmt. We &Te very
W a.mm 0 lmp from you at this time. Ve will be
mﬁummyouumﬁmﬂyoum, or from any
place. ' .

Senator Fulbright. I expect the reporter could
hear me better down there, Mr. Chalrman.

The Chalrman. HNow we have a statement from
Senator Sparkman. Will he appear in person, or does he
vish 1t insertedr

Sc;xltor Fulbright. I will give that.

The Chalrman. That 1g made a pari of the record,
then.

(The statement 1s as follows:)

@Muﬂﬁu&/ d




Off H.R. 9166, TAX RATE RXTENGION ACT OF 1956

N

mmmmwmmﬂmmﬁa

No problem is more acuts to the small-business man than the
impact of high Pedersl taxes; no action that Congress taka; is more
izportant than our votes on the level of those Federal taxes.

The Senate Seall Business Cosmittes bas been awvare of this basic
fact of business life since it was first established in 1950. During 1951
| and 1952, our Subcommittee on Taxes held seven hearings throughout the
country and gave hundreds of small-business men the opportunity to present
their testimony and advice on the pecuiiar tax problems of small business.
As a result of those estensive hearings and comprehensive study, the
| Comnittee submitted a report to the Senate on June 18, 1953, on "The Tex
Problems of Small Business.”

Our report made five specific recommendations:

1. End the excess profits tax- this was done.

2., Establish more reasopable depreciation policies- a good start on
this task has also t:'e'en made.

3. Set more definite standards for adninistering Section l02- the 19H4
revisiens of the Code did much in this direction.

4., Lessea the lmpact of desth levies on small, privately-raela firme -
administrative action has made possible some progress here, and

5, Incresse the exemption from surtax rates fron the present $25,000 to

$50,000 or $100,000~ only here has no action been teken.



The Senate Small Business Comaittee still feels that tha present
$25,000 exezption from surtax imposts is too low for small firms vho .
must dspend almost exclusively upon retained earnings for their very life.
um.ummmmvemmumm%ormpmu, the
small firm has 1ittie opportunity for expansion or modernization of his
plant facilities and even leas protection for his working capital position
in case of evep a short period of economic retraction. Surely, even a
short recession will spell doom for many thousands of small businesses which
have not been able to accumulate any earnings during prosperous years because
of the high levels of Federal excesas profits a;nd surtex levies.

Two weeks ago, on the Floor of the Senate, I pointed out the
alaraing rise in the number of business failures as reported by Dun and
Bradstreet., Just yesterday, the financial papers reported that failures
for the preceding week hit the Mrk for the first time in over fifteen
years., I submit that many of these firms would still be in production if
there were more flexibility in our corporate tax laws and it these young sud
growing concerns were able to retain more of their earnings during
profitable years for protection against the lean years.

On the otber hand, I am a realist and I know tnat revenue is
needed to carry on the activities of the Federal Govermient. There is no
possib'ility at this time .of xpaking all the revisions in the tex code that
we desire. Therefore, I waé pleased to have been asked by Senator Fulbrignt

to co-sponsor Senste Bills 3128 and 3129, since I feel thal trney represent o

-
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step in the right direction. Six members of the Senate Small Business
Cosmittee Joined in supporting Senator Pulbright's proposals. It is my
feeling that all thirteen would have served as co-sponsors had there
been time fo contact all of them and explain the meaning of 5. 3128 and
8. 3129.

The inclusiorr of the provisions of one of those bills in
H.R. 9166 by the Pinance Committee and by the Senate will show the four
million small businesses in the country that we are doing everything in
our pover to bring them relief and that this first installment will be
followed by similar actions as soon as our fiscal situation allows.
Furthermore, and more importantly, I feel that reversing the normal and
the surtax rates will bring relatively substantial relief to those who
need it most. Thus, it meets three important tests: (1) it will aid
swall businesses, (2) it is a logical and rational step, and (3) the
revenue losses are minimal and can, if desired, be offset completely by
adopting the 31% surtasx rate provided in S. 3129.

I bope that this Coomittee w.ll consider favorsbl; tnese

amendments to the pending Bill. Thank you for this opportun.ty to present

this testimony.
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STATENENT OF HONORABLE J. WILLIAM FULBRIGHT

UNITED STATES SENATOR FROM THE STATE OF ARKANSAS

Senator Fulbright. Mr., Chairman and members of
the Committee on Finance, I appreciate very much this
opportunity to present an argument in favor of these
amendments ta H. R. 9166.

Nr. Chalirman, I have a prepared statement which is
falrly long. If the chairman would permit, I would like
to have that put in the record. |

The Chalrman. Yes, that i1s all right.

( The statement is as follows:)

D)
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AMENDHENTS TQ H. R, 9166-= y ‘
~ TAX REDUCTION FOR LOW-INCOME COBPORATIONS-- )
BEFORE THE SENATE !‘IMHCE mmm L ‘

. ,*‘".
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Mr Chaimn, and members ot the committes,

. i menbe ; 'Uﬁw 3 '): Antroduced
"5 bills, S. 3128, po-amnsored. by Senators smmn, hatt, menneoq, rmx,
41, Duf?, narse, an%hers, i.enm, Dcuglas, ann nqan-ey am s. 3129, en-
*ousored by Senators Sparhah, Capebart, E.nphrcy Kamedv Beall, m, ¥osse,
.thers, fehman, and Douglas, Both of these bills. wold ‘reduce the “$mpact of

]
-deral income taxes op- low-income corporations, (n March 13, the House of Repre-

L ]
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.atatives éfma s bill, H. R. 9166, which would pztend present ,,corporate' tax
tes for an additional year, The extenstm ot these rates woe - re&ﬁnendec} by the
‘esident inﬁia Hcoaonﬁc Wrt to tho Ccmgfeaa. On March 15, aubmitted two
ternative ater:dmcn'ca B R.- 9166 which Hnenémenta adopt 'qha pz‘oposala cbn-
ined in 8. 3148 and’S. 3129, and :m which I was Joined 'by the' sane <o-sponsors.

‘am here to request your, cndorsement of one cf-'obesé amendxﬁe’nts. "’ o {: <
Under present law, which the Presidcnt wishes to contirud, coi'porat.i,ons
_.;-:ralb' are subdect to a "normal" tax rate on net earnings of 30 percent, plus a
mmteor&permtmmtmninm irfexmsscf$25,000 mmf.
-15 56-C) pattemed art»:r S. 3129, vhich cppenrs to be more compattblqguﬂl s o
A‘Vrent estimates of revemze requirements, nrovidet a normail ‘!:ax ru‘te or 22 percen"

1 a surtax rate of 31 percent. According to the staff of the Joint Omittee oa

] .
.‘ LI T

‘ternal Revcnue ‘Texntion, this would result 1n nn eitimuted incmue in p enau ov
) . s-, * 'I, i ‘._: e
aroximately $20 ‘million. : : : g t“ ‘

The distribution bf the benefits, or increased liab‘n:!ties, Wms
};pasal are shown in Exhibit 1, which is amched to this statement. The e’forsts
s+ be 1llustrated by thege exomples taken rm the table. Corporations with
zemes of $25 ,000 end less would have theiz' tax burden reduced by 26."7 percent.
rorporation with incpme of $100,000 would, be given tux relief of 2.7 pexrcent.
porations with incomes ot‘ .p500,000 md over Vm.lld bave increased tax liabilitias
. from 1.1 percent, in the case of m corporation with that income, to 1.9 percent
', o corporation with income of $100 millici.

The "break even" point under this amendesnt occurs at the $225,000 income

‘2l -~ 01l firms earning less than $225,000 would receive s tax reduction and
figms enrning more than $225,000 would receive a tax incoenge. Obvicusly this

dnd 2% b 2w mnf 8%, 2ie & 28 s aman st . . . mm w



Dy e oab afddi BB LEGRTEUNCL that a revenue loss is feasidle, the .
committee could adopt my other mmeniment (3~15¢s’6-3) vhich is patterned after
S. 3128, This smendment would merely reverse the present tax rates by providing
for a 22 percent "normal" tax upon net earnings and a 30 percent surtax on all
earninfs in excess of $25,000. The staff of the Joint Committee on Internal
Revenue Texation advises me that tlie revenue loss from this proposal vmxld.be‘sme-
vhere between $300 million and $400 million, Your committee must consider whether
the budget outlook is such that the revenue loss can.be afforded, The effect of
this alternative amendment upon the various income levels is shown by the table
vhich appears in Exhibit 2 to this statement.

Mr. Chairmen, a healthy commmity of small businesses is essential to
national growth, national prosperity, and political health, We must prevent the
development of an economic no-man's land for small business. This means that some

form of encoursgement must be devised for the modest-sized enterprise to enable it

to grov and to remain strong. .

As I see it, the chief competitive handicaps of the small bdusiness are:
(1) great difficulty end expense in cbtaining equity capital, (2) high interest
rates upon borrowed money, end (3) 4nsufficient funds for management personnel.
Our tax structure emphasizes and compounds these discriminations against small
business. ! “

The small businesses have three principal sources for funds with which to

paintain and expand production: {firsi, new capital investment; second, borrowiry;

© and third, business earnings.

Small business has difficulty in obtaining equity capital because it does

not r~ve the large financial resources vhich vill gusrantee stockholders agafngt
severe loss on their investment., A small businessman who needs squity capital

usually is told that the expense of raising up to $300,000 in the securities market
averages almost 20 percent and may reach 25 percent or 30 p'ercent. He may ask,

"Why," and point to the recent Ford or General Motors isgues where the expense vas
a small fraction of 1 percent. But he must face the uncomfortable fact that it
will cost him 4O or 50 times =as much to tap the capital harkets as it costs the
larger corporaticns. .
Because of the difficulty in obtsining equity financing, the small buci-
nessman usually must borrov money for a short term from & bank or other lender to

- realize his capital needs. Long-term hrrovines in the securities markets vould be




established at 6 pérennt or even higher for the small businessman. The large core
porations may either float a debt issue of securities or borrov money at interest
retes of 3% percent or 4 percent for long terms. This gives larger corporations a
competitive advantage which reduces their costs and, therefore, could result in
lower prices tc customers or higher returns on their stockholders' investxents.

In this connection, however, it is interesting to note that the lower
costs made possible by these competitive advantages are not necéssarily passed on
to consumers. The FIC-SEC Quarterly Financial Report for the 2nd quarter of 1955
shovs mtmmmuamuﬂmmmmmum
seset size of the corporation. For example, the smallest corporations {assets under
$250,000) earnsd cnly 1.1 cents per dollar of sales, while the largest corporstions
($100 m1111on and over) were earning 7.4 cents per dollar of sales. This disparity
in profits occurs while the largest manufacturing corporations increased their
sales volume by 19 percent between the 3rd quarter of 1954 and the 3rd quarter of
1955, in contrast to a mere 3 percent increase in sales volume of the smallest
manufacturing corporations. Thus, the small manufacturer is losing out in both
volume of seles and percent of profit per dollar of sales.

The difficulties vhich the smaller corporation has in obtaining equity
capital from stock issues or borrowings makes it much more dependent on retained
eernings than are larger compenies. m, unless its profits are greute.r, or its
tax burden ‘13 less, the small company finds iteelf in a position of relative weak-
ness compared to larger companies with vhich it must often compete.

In terms of profits upon investment we f£ind that corporations in the
sazllest category, as reported by tbe Federal Trale Commission and the Securities
and Exchange Commission -~ those with under $250,000 in assets -=- sustained a net
loss in the Uth quarter of 1954, returned 3.6 percent upon their equity in the 1st
querter of 1955, returned 5.3 percent upon their equity in the 2nd quarter of 1955,
end returned 10.4 percent upon their equity in the hth quarter of 1955. Contrast
this record with that of ccrporations with $100 million or over. During every
quarter of the lest year, they returned more than 13.5 percent upon the equity
investment of their ntockho;ldera. During the 2nd quarter of 1955 the return
reached 15.0 percent. Furthermore, total corporite profits aftfer ::a.xu in 195%
have been exceeded only by profits in 1950. However, as shown by the statistics
sbove, the profit rstios of the largest corporstions greatly exceed the ratios of
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iversification of product, and a smallor financial cushion against initial re-
.ises. This is illustrated most dramatically by the busiress failure statistizs
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e

fi:sed on companies listed with Dun and Bradstreet. Very fev, if sny, failures are
.fecorded for large corporations; Lut the rise in these dismal statistics for small
E’i'.'_.smesaea has been alarming in recent years. In 1945 there were only 809 fnilures.
n 1553 there were approximately 8,862, In 1954 there were 11,006. The latest
eports for 1955 indicate that there were almost as many, 10,969, in that boom
_ir 08 there vere in 1954, |
. o Bither one of my amendments will not only permit the reteution of more
-pital in the small business, so that less high cost financing is necessary; but
".is retained income will slso serve as a countervailing pressure againat mergers
"< consolidations. The more favorable tax ireatment for small corporsticns will
isble many of them to ive whereas they might otherwise end up among the
wilure statistics.
In addition to failures, statistics of the Federal Trade Commission show
22 following trend in the pumber of manufacturing and mining concerns acquired or
;erged during the last 30 years. Beginning in 1922, the number of mergers rose
tesdily from 297 to & pesk of 1,216 in 1929. Thereafter, the mumber of mergers
E.‘.‘eled off at less than 200 in 1932 and varied within a range from 87 to 419
:-mshout the forties. However, morgers rose rapidly in 1951, reached 222 in
52, and stayed at e high level in 1953 and 195,
While I don't pretend to be an expert on tax matters, it is very obvious

. me that the ability to carry over business losses from one yeer, to offset
ofite in another yeor, is & strong factor in this merger movement. It is very
‘fficult for the small corporation, suffering losses caused in meny instances by
_'«e emallness alone, to resist the eager embrace of the profitable giant seeking a

Ty of tex advanteges to be derived from the prior loszes of thg unfortunate
;;idemto-be.

| I do not have a solution to this problem, But until some solution is
-rﬁund, ve must do whatcver we can tq strengthen swall companies and thus make them
:as attractive to the rich suitor w:lth a loss carry-over glesm in his eye. My N
‘endments will reduce the taxes on small companies, and the income retained
ereby will contribute directly to this strength. '



porate tax utmetuﬁ W the growvth of large businesses as sgainst smmll
ineesns. For instance, last December when testifying before the Bubcommittes On
* Policy of the Joint Committee on the Ecomomic Report, Mr. Dexter M. Keeser,

- President and Director of the Economics Department of the McOrav-Hill Publish-
© Company, mede the folloving statement: ) *

= "I think we have at the present time a high and satisfactory level of

v

business investment . . . . Mummmwmmmu
level of investment, I would not say that the present is an occasion to reduce
the corporate tax rate. Except, may I give this qualification? Maintaining
this rate means that you sre going to have larger and larger corporate units
at the expense of smaller units. This seems to be a matter of great social,

political, and economic aign.ificapce. Ov;r & period with which ve are con-
cerned, the smaller corporations, as you well know, have.mt bad the same r&
of growth andgeapital acquisition.” (underlining supplied) |
Mr. Chaiz:man, that is exactly my position. Unless some action is taken
:i-eveue the present trend, the growth of small t;uainenea will continue to lag
.their relative position in our economy will continue to worsen. And while on
‘:,general subject of "growth", we should expect that s population ?ows and as
ness activity expands, there should -be an expansion of business opportunity and
ncresse in the nusber of business firms. But ook st the record as showm on
| 231 of the President's Economic Report. While there vas an anmual incrense of
7t 55,000 firms during the period between 1948 and 1952, the number of new
:'atiug firms increased by only 28,300 from June, 1954 to June, 1955. And this
periodhu‘been characterized as a booming economy. If this isththappm
bocn, I submit that the small businesses of this country might be better ofr
it it
‘ Now, Mr. Chairmen, I want to point out some specific and significant
‘tages which large corporations have under cur present Federal tax laws. Ope
".le of existing big business bias in our corporate tax laws involves the
'.ented depreciation of new machinery, vhile similer treatment is not available
:ged machinery, It 1s wcll kpowvn thot small businesses sre the principal
-agers of used machinery. 'ihus, the very significant benefit of the acceler~
‘deprecistion tax provisions are not svailable t¢ rany smaller corporstioes.



sccelerated depreciation provisicns, but I think that this action alone would
merely accentuate the problem. For sxample, under present lav a large corpcration .
‘can, in a relatively short time, deprecists new machinery to a figure below its
;-,!rket value. The large corporation con then sell this machinery for more than:

4ts depreciated value and treat the income as a capital gain. If secondhand
_mhinery had the benefit of accelerated depreciation, small tusinesses would be

" e eager %o buy secondhand equipment. Then the glant corporations would realire
.veu greater profits from the scles and greater capital gain windfells.

The way to treat smell businesses raii'ly um\uﬁ be to permit accelerated
Tiepreciation of both o0ld and new machinery, and to tax income derived from the sale
‘jf depreciated machinery at the regular rates for corporate income. But until such
::;ha.nges are made, this is one more factor contributing to the financial dilemma of
small businesses.

| Another advantage for large corporations is their ability to attract and
514 highly skilled management and technical personnel by deferied compensation
‘Jans. These plans reduce the impact of individual income tax rates and give a
aigher real income to such employees. For instance, a special bonus is given large
oTporations by those provisions of the tax laws vhich deal with stock opticns.
11 salaried employees must pay texes upon their incomes at the regular income tax
";.ates. The fortunate recipicnt of a stock optiom, however, pays noc tex, ir o=t
imtancea, when be receives the option; pays no tax vhen he exercises the option;
4 pays only a capital gains tax upon any profit be mekes. vhen be sells the stock.
Te qualify for this prererre;l tnamg, the corporation must be azble o
olue 1its stoc}c by some acceptable #efcrence to market value‘ at the time the opt_.‘.un
e granted. The small corporation, which is closely held, has grest difficulty in
s=ting this raquiz:mcnt. As & reoult, it is the largs publicly-held corporations
“ch bemefit. Almost half the corporations listed on the Nev York Stock Fxchange

-ve such plans. The revenue loss to the government cennot be estimated, but it is
.ry substantial.

By thisya.nd similar devices, big business is able to attract and to hold
se most able technlcul and exccutive talect. 4 small corporation must pey much
‘{gher salaries, if its employees who do not have stock opﬂnnf, are to be able to
.5y, after taxes, as much as the exployees of the large corperation vhich does

|
'



, gymex of the suall corporation may believe that he W oon
a:ﬁ refuge against bmims riﬂt‘ attain relative a&eﬁrity, tod provide a "fund for
1s retirement by giving up his small business and oing to work for a large cor-
?:-":«ﬁ:ioa. The tax laws foster this trend by such provisions ws restricted stock
vions. : ¢

Mr. Choirman, I believe (Net the ameniments I have offered vill serve to :
é";.lim, to some extent, the constant drain of management personnel from small
i:sineu g A growing, expanding enterprise prescents & challenge toc mansgement, snd
‘=i mansgement will stay with the business so long as they can participate in its
~owth. If our tax policies militate against growth, there 18 little incentive to
.« personnel, In addition, higher retained earnings would enable the business to
'y bigher salaries and this, too, would serve to keep good management from accept-
= positions with larger companies.

Still another advantage of the large corporations is their abmty to

.Just to tex rates with little effect upon their rates of earnings after taxes.
s 1s possible becsuse large corporations cem, to a considershle extent, shift a

“go portlon of their taxes to contumers in the form of higher prices. This e

li secilally the case in industries which are dominated by one or a few corporate

‘ants, and where competition docs not opcrate to hold prices down. *
' Small corporations can rarely set prices to absorb taxes. There are too
.y of them and generally nc single one is in a position to exert su'bstaﬁtial
. atrol over prices in its industry.
| Actually, the small corporation gets hit from both sides under the
_sgent corporate tax structure. His rev materials tend to be produced by giant
mcerns vhich cen pass on a large share of their taxes to him. Thus, corporate
Axes , for the small corporation, will generally result in higher costs. At the
‘, se time, he does not have the economic power to set pr;t.cu to absorb his own
vag, |

And finally, some very wise provisions in the tax law, designed to
‘;couraae rescarch and experimental progrems by industry, operate to the primary
aefit of big business. These provisions offer favorable tox treatment of expend-
"urns made for rceearch. While these provisions have considerable merit, I think

. ghould frankly sdmit that the benefits inure almost exclusively to big
“inesses.
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coutrects g priserlly %0 our Ige infustelal orporaticns. ' T6 vould sess
' that the law has compounded the sdvantage of big Dusiness in the field of Te-
mh» or, a8 I bave heard it said more colloguially <= "them as bas give”.

| This is Just ome more set of circumstences illustrating an ecouomic Lins
_ 1n favor of big business, Tax relief for small businesses is the best vay to off-
_ met some of this biss, end I think that such relicf must Be granted.

A vhile on the subject of Federsl experditures for the outpnt of
. industrial concerns, we gshould remenber that a very substantial part of the total
. business in this country is associated with the national defense. Defense contracts
- avarded in 1955 totaled over $15 billion. And in spite of Congressional efforts
' to divert some of this epending to small firms, the major portion has gone to a fev
giant corporations. 3
The Scnate Armed Services Committee recently reported that from June,
_'-19’50thrmgh June, 1953, over €3 percent of tbe value of all defense contracts went
_"tot?e 100 largest defense contractors. During the period of July, 1953 through
.Decesider, 1354, this percentage rose to over 68 percent. It is no answer-to pre-
“tend that such ‘conditions{are inevitable. The ability to accumulate capital and
‘grov through more equitable corporate tax rates would be a very important factor
10 reversing this trend of defepse buying from the largest carporations,
' Mr. President, since the introductim of my bills, 5. 3128 and S. 3129,
T have been admonished that I should not forget those small busivesses vhich are
*mopri.etershi,pa or partncrships, and which do not choose to file a corporate tak
return as permitted under the 1954 Revenue Act. I sesure you that I have not fore
totten these businesses, and I urge the comaittees of Congress vwho study and draft
ur tax lavs not to forget them. Bome way should be found to relievesthe tax
‘urden of all those with low and middle incomes, whether their incomes are derived
rom wages, farms, professional services, proprietorships, or partnerchips. Hove
vez, it should be noted that any corporste income which 1s saved py ny smendments,
a2 which 1s mmumrcr ccrporate provth, will be taxed as_ lndividoal..
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fg‘;fmﬁwammm%wmmum. Praakly, here is the situs
* tion. The House of Beprewentatives dus pessed & bill vhich vill coutimué the

' corporate tax rate snd certain sxeise tax rates st their present levels. While

. diverse smendwents cn diverse subjects could be cffered on such a bill, the

- practioal spproach and courteous approsch to the committees of Congress is to limit
ats to the subject matter treated in the dill.

Under the circumstances, I think amendments ahoulp.relateonlytocbangu
in the corporate tax structure. However, I respectfully urge your committee to
give early and esrnest consideration to a revision of the individual income tax
rates in the interest of all our low and middle income taxpagers.

| Mr. Chairman, I have tried to show that emall businesses are in & bad
way in this country. This is shown by business failures, by business mergers, and
by profit ratios and sales volume of different size classes of corporstionms. I
ibelimthat conditions exist in our general economy as well as in the tax law

i, itself vhich contribute to and aggravate this situation. In considering a bill to
‘extend the present corporate tax rates, you have an opportunity to offset in a real
my some of the dissdVantages faced by the small businessman.

The present rate structure seems to have contributed to the decline in-
ihe relative 1:portance of small business in recent years. To the extent that our
=y, laws foster larger and larger buuinau‘units, our political democracy is
ml:emd I sm sure that we all recognize tbe relationship between the survival of
““uy thriving business units and the survivai of our political democracy.

These amendments will assist those companies in the formative or develop-

-at stage to overcome initial capital airncultiez,’md vill uwr: a continmiing
‘upply of cepital when it is needed to maintain the competitive position of the
" 11 business enterprise. I csn think of no sction wore vital to the meinteoance
" our system of free enterprise than the encouragement snd development of small
usinesses, They are the very foundation of our patiomal economy. '

-
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| 500  § 1,50  § 1,100 § - 4O -06.7
10,000 3,000 2,200 - 800 ~26.7
15,000 \ k,500 3,300 -1,200 -26.7 ]
20,000 6,000 4, koo 1,600 -26.7
25,000 7,500 550 . 2,00 26 '
50,000 - 20,500 18,750 1,750 - 8.5
100,000 46,500 45,250 -1,250 - 2.7
225,000 111,500 111,500 No Change No Change
500,000 254,500 257,250 £2,750 11
1,000,000 514,500 522,250 1,150 f15
10,000,000 5,154,500 5,292,250 fo, 750 F 1.9
| 100,000,000 51,994,500 53,992,250 £997,750 $ 1.9

WHIBIT 2 -

EFFECT OF A NORMAL TAX RATE OF 22% AND A
SURTAX RATE OF 30%
(Proposal in 8. 3128)

.. :  Present Tex ¢ Proposed Tex i Change
ncome subject to @ Linbility : Liability : :
jormal tax and :(Normal rate 30%, :(Normal rate 22%, : Amount : Percent
jurtax : surtax rate 22%) :_surtax ratejoﬁs : _ $ : %
5,000 $ 1,500 $ 1,100 . § = 400 -26,7
10,000 3,000 2,200 - 800 «26.7
15,000 4,500 3,300 =), 200 -26.7
20,000 6,000 k400 1,600 -25.7
25,000 1,500 5,500 -2,000 -26.7
50,000 20,500 18, 500 -2,000 - 9.8
100,000 46, 500 ! Ik, 500 -2,000 -ha
225,000 111,500 109, 500 ~2,000 - 1.8
500,000 254,500 252,500 az,qoo » = 0.8
" 1,000,000 51k 500 512, 500 .2,000 - 0.5 *
10,000,000  ‘*  5,19k,500 5,192, 500 -2,000 - 0.0
100,000,000 _ 51,994,500 51,992,500 ~2,000 - 0.00h
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Senator Fulbright. Then I would like to comment
upon it, and I hoped I would save & little tlme and
develop the points more fully.

The Chairman. IP 1s satisfactory that you do
that.

Senator Fulbright. T also have a letter Irom

- the Secretary of Treasury. I am not sure this 1s the same
letter.

Senator Carlson. Thisg 18 a cérban made on March
16th, 1956.

. Senator Fulbright. The Senator has already made
that & part4or fﬁé record.

I also agk that the statement by Senator dparxman,
who 1s a co-gponsor of this amendment, be made a part of
the record. ’

The Chalrman. Trat has beedrdone.

Senator Fulbright. Also, Mr. Chalrman, at the
end of my remarks, I have a number of meuoranda whiich
supports specific points which I believe would ba helpful
;o the record, which I do not want to put in now biucausy
I want to refer to them. But I want to put tkam ln the
record at the end.

| The Chalrman. anything the Scnator declies o . Jt
in the record, wo will be glzd fo have.

Proceed, PuLaLeY REPRASSARNENT I

N



Senator Fulbright. Mr. Chairwman, There were two
anendments of course that are described in my prepared '
statement. But in view of the letter from the 3ecretary
of the Treasury, and I think the now general feesling on
the part of members of the Senate and Congress, that this
18 neot a proper time to reduce taxsa, I shall not take up
any time in discussing the first amendment which would
entall a reduction of some $350-million.

So I would like to discuss only vhe amendment .
which -~

The Chairman (interposing). Is it "B" or "C"?

Senator Fulbright. Number "C".

The Chairman. "B" you do not desire tc discuas
at this time?

Senator Fulbright. There 1s no use dlscussing it
now. I think everycne agrees thisg 18 not a tinu for a
reduction in the income.

This amendment reduces the normal corporate tax
rate from 30 per cent to 22 percent, and lncreases the
surtax rate to 31 percent. The 31 percent rate applles vo
income over %25,000.

The effects of this amendmont are threvfold; 1t
would réduce taxes For corporatlons earnliyr icog lin

3260,000. Loproximately 92 nurcent o all noltoe oo -

& . [}
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dr. Chairman, I uged 1952 becauss that is the latest
Yoar the statistics have been fully developed. later
years have not been fully developel. At least we could
not find then.

So for purpoaea'or dealling in the averages and in
atatletice we used that year. As of that year 98 per cent,
then, of all corporations, which earned less that $250, N0

& year would receive some reduction under this amendment;

it increases taxes for corporations earning more than

$225,000, which 18 about two per cent of the active cor-

porations, and 1t would Aincrease the Federal revenus by

an sstimated $20-million. ‘
I have a table showlng £ll of the changes

there, which I won't read in detall. ot

The Chairman. That will go in the record, will

1t not?
- Senator Fulbright. Yes. It is in my statemeng,
¥r. Chgirman.

Senator Martin. Mr. Chalrman, I have got to go
shortly, and I am very much interested in anything whizh
will be hq}pful to the small business peopla ca\our

country.

To my mind the small buslness peoplu and the sro il

-

corporaticneg ls the stabllity of our cconomy. HBubl T nive

venderud hiuthuer Senater Uolbali Bt hte Lven any 1ror by



to the matter of dlviaﬁnd? There 18 a double taxation,
and 1n so many of our smull corporations they are family-
held, and there 1s a d&uble taxation there, whether or
not you‘may have given any thought that soms way there

might be relief there?

) Senator Fulbright. Well, I gay to the Jenator
from Pennsylvania that I have an extensive memorandum;
first, relating to tho ownership of large publicly held
carpcrationa and small ones. I think that I would favor
of course additional relief to the emall ones.

Senator Martin. Well, have you given it any
thought?

Senator Fulbright. I mngt certalnly have.

Senator Martin. And in the manner in which it
could be done?

Senator Fulbright. Well, I have. This is the
trouble about thls item of costing the Treasury any
income.

If this committee would entertain amendments whfhh
would provide raduetipn in total income, I would be mors
than willing to propose them. But I have been told in no
unce;taln terms that 1s a rather futile endsaver. Ihars-

Tore, I am concentraving on this one which dcse not

entall any lose to the Teeacury; yet at the anvg Ulu. ~ivoe
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have. That is, in the $5,000 and $10,000 classes or
brackets.

As 1 say, 98 per cant of them fall within this
brakit that will get some relierf which 1s substantial.
A 1ittle compafly making ¢5,000 that has a relief of
26.7 18 quite a relief. 8400 to a family paying $1500
is a lot.

Senator Martin. Ag you know, the{e i1s a graat
)

number of small corporations, and I think they ought to

be encouraged in every possible way. But they pay out the

dividends, when they are closely held, when that is true
they take unreascnably high salaries for offlcers which
diacourages outslde capltéi to come into these corpora-~
tions.

There 18 a tendency in my cwn State now :— and 1
think maybe it could be worxed out, that maybe we could
increase the revenues. I think we could increase the
revenues, probably. But 1t is a serious problem, thls
thing of paying out éivldenda. The corperation pays taxeé
on that, and then the recipient to the dlvidends, he hss
to pay taxes, and it 1s really double taxation. Irn many
'or these cases these cornorztions are very closelr v.eld;
apd same rather large corporations are pretty closely

neld.



I Just wondered whether you had given 1t any
thought, Yeqause I beligve thers 1s some rellef there for
our smaller peopls. . )

Senator fulbright. As I say, I would certalnly
be in favor »f it if y'u think it could be done without
losing a substantial anount of income to th:lTreaaury.

But I was =cre or less given to understand there
is no use speculating ahout that at the present time.
' Senator Martin. I think you are right. As long

as we are going to approve these enormous expenditures we
L ’
have to ralse money to pay them.
Sgnator Fulbright. I thin® this suggestion comes

as close to giving relief to the people you speax of,

and yet entails no reduction in income to the traasury,
as any. =

Existing laws I believe foster growth of large
corporate units and the decline of the small corporate
units. The fallures, bam&'uptclea.ﬂ.rismg, thesse are
almost exoclusively in small buslness.

In 1945 for example, thers were &09 bankruptcles;
in 1953, g,862; in 1954, 11,086; and in 1955, 19,969. =c

-

|

. |

that the vulnerabl organiszations of course are in this |
|

{

gany olass.

MomIulo arloc,  ag taargoela havoe reoo. o
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waa the low point, rose rapidly in ‘51, and 797 in '53,

and over 600 in 195%. Thay are still not as high as .
1929, which was the heydsy of the holding companiea

and mergers and sc on. But they have ahown a very dis-

tinct increass.

-

The Federal Trade Commiselon Report, May 1955,

nanmanted upon this in I think a very significant way.

If I may, I would like to read that. It is just a para-

graph which I think 1a pertinent to this point.

Report,

This is Page 11 of the Fedsral Trade Cana{anien
entitled Corporate Mergers in Aocquisitions.
"Savings possible under various pro-
visions of the Internal Lct granting more
Tavorable rates on capital agalnst as ccmpared
wlth the rates applicable tgrpperatlng profits of
corporations and'paréonal incomes of individuals,
the provisions covering tax-free exchanges of
stock, and the provisions governing the carrying
forvard of past operating losses as credlts against
future earnings are also lmportant factore; and
in numerous instances, thuee savingu Ravu buun
cited by repreasentatives of both partics as .mn-
portant consideraticns in acquisitiovns and crgers.
Agelng owners and monrrers of usuccenar’ul closels

owned concerna deairin.: to roetir. od idJast thenr

¢
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e
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estates often prefer to sell their companles

to larger cmwnumi in order tg convert their
holdings into securities gfvlns a more ready
market than the unregistered securities of
emallsr companies. Tax gavings sttalnable by a
company that has large t;xabls earﬁinga merging
with one that hae substantial deductible past
losses, with the latter ccntlnulng as the sur-
viving corporation, are such that iﬁoaa wishing .
te promofe such wergers have!geen aévartising
publiocly their desire to acquire financlially weak
companles.

“Kergers snd acguisitions growing <ut of
the various tax laws are noé new. The division
of Research of the Graduate School of Business
Administration of Harvard Universitly found that
for the period 1940-47 tgxes were 'a major reason
for sale for about two-fifths, or a little more,
of the transactions in which the selling company
nad assets of between $15 and $20-million as of
the date of sale, for beltween one-fourth and onu-
third of the componies sold in the $5-15 mlllion
soeet claoe, and only reroly for the fale o cor-

(SN Cloy

panles With reccte o oandoer .,;.'.-_mil;-
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annual inorease from 19%& to 1952, new companies -

Senator Flandera. What is meant by those
rigures?

Senator Fulbright. Those are gross.

Ths.annual increass from 1948 to 1952; the number
of new operating firms increased by only 28,300 from June
195% to June, 1955, as against almost 55,000 firme during

the period between 1948 and 1952.

Senator Flanders. You say that is groes?

13

Senator Fulbright. Yes, I think that 1s correct.

These are the new formations, and from that you would
deduct the bankruptéies and rallures.

But the rate of formation of the small companles,
they mostly are small of course, is decliping very
rapldly.

They are gross flgures, yes.

Now I thought the statement of lir. Keezer's that

I put in the record -- 1t 1s 1in the record but I think I

want to call it to your attentlon. It is particularly sig-

nificant, and 1t contains within 1t the thought which to
me is the moet important of all, in conngction with this

matter.
This is a statoment of M¥r. Dextor M. Kevuzur,
Vice President and Dircctor of the ~concnlicy Yepart unt

of the eouraw=Hlll lubdishlng woooany. Ply une e e lo
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Tue Subcommittes on Tax Policy of the Joint Committes
on the koonomic Repart:

" I think we have at the present time a
high and satisfactory lovel of business inveatment. But
simply in terms of malntaining an adequate level of
investment, I would not asay that the present is an oc-
casion to reduce the corporate tax rate. &xcept, may I
give this qualification? Maintaining this rate means that
you are going to have larger and lagsgr corporate units at
the expense of smaller units. This seems to be a matter
of great social, peciitical, and economic slgnlficance.
Over a period with which we are concerned, the smaller
corporations, as you well know, have not had the same rate
of growth and capital acquisition."

' Now I think that indicatus to me what 1s most
important of all; that is, the great soclal, political -
and economic significance. The development that 1is now
taking place in this country in thia rield is very simi-
lar, I think, has many of the similarities of what took
place in Germany before World War I and certainly Leafore
World War II, and in Italy. That is, the growth of thesc
enormous aggregations of canital which I think, under our
eyetem, if we are to have Jtate Bocialism Ls Lthe rend to
that, end not from througn the revolution Mrou vl
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&my tm you have onhe of thase fallures you
oreats a number of paople disillusioned with our demo- -
cratic government aa we have known it before. I think
thig is the aspect with which we should be particularly
conoerned, if wo are interested -- and I assume all thie
camnmttaa is -~ in praaarvlng what is known as a free
dwouratio economy .

You cannot continue to destroy the amall companies
at the rate we ars, and to dlscourage the rormatign of
individual private industry as 1s obvious from thla drop
in the formation of new companies. There 18 a drop 1in
the course of some seven years -- almost half, from
55,000 down to 28,000.

Senator Martin. Mr. Chairman, I wonder whether
the Senator has given thought to this? If it }s dls-
couraglng the small corporatlion 1t makes 1t much more
dirficult for the very small community.

Now in Pennsylvania we used to have a great numtsr
of concerns in the towns of populations of a thousand
where we would have two or three little lndugtriloa.

Thoge hdve been goblLied up by the larger conceris now,
and that means they go to the larger areug of cc.ilsilon

baegaugy thu larger concern roquires -ore holos ot doior.,

¢ .
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versl 1ittle ctemuaities that bad & oressery
{?5G@Jini§§ﬁl§8 of that kind that has gons out

]

xtstonce.
Bonam Fuloright. Senator, it is ndt only on a

of

8tate basis but 1% 1s on a national basis.

In my own State we have a very distinct movement
of tb;t ;éx‘t, not only from there to the city but to .
Detroit, in the Pittsburgh area, and in Callfornia. I H
think that involves this great social, polltical and
sconomfc implication.

I don't know that we can stop the trand toward
your urbanization. I don't wish to use the power of
government in taxation to increase 1t and to make it come'
about faster, and because of that cauaa-evan greater y
aislocation, and I think that is what s doing it.

' I think these rates as they are now s;t by our

laws are decidedly to the disadvantage of small com-
panies, and in a way 1t ie unjuptifiable -- not only in
the point of view of the emaller ones, but in a soclal,

political and eccnomlic manner.

dynatop.iartin. I 1h:e to cnocarn w nee le 3



' Banatoy ?ﬁ&bﬂ&ﬁhﬁ. Now, no, We are not againse
them. This isn't intended to be against them.

. Sgnatcr Martin. I am not agalnst big businsss.
But on the 4ther hand, I am very much worried about the
difficulty there is to get buainess to come to our emall
areas. | )

Sgnator Fulbright. Of course I am more worrled
than you are, Senator. We are going through a very
dirrtéult pericd in my State. This transition from
rural, agricultural, we hope, slmply as a matler of
survival, we cannot survive unless we do, and this problem
1s a very acute one; and I couldn't agree with you more
that this is a great problem that I think thls jvould
end. | -

T don't mean it would solve i1t all. It is a very
slight step in that directlion, however.

Senator Carlson. Just admitting we are in this
trend, I think the Senator from Arkansas and from Kansas
appreciates the effect 1s 1s having on our rural saction
in the Middle West. In this age of stomizd.ion and all,
dces the tax part have very much to do wlth 17

Sgnator Fulbright. I taink this tax 1s utierly

cutlandich. To tax 30 pur cent of a man el ing T5, 000,

Ly . . )-

and 32 nor cen® cud n hald from o oonea RSN AN !
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To me it 1s ridiculoug, the impact that you put on the
two different oom@qniou.

These flgures ruin an amount of business. They
can't survive. Small companies are the vital part of
our economy. The growth of that 1s what is giving it
its resilliency and adaptive quality and all of that.
But we are destroying it.

A DAg corporation is necessary in many respects.
But it tends to bea;nn bureaucratic like big business
in big government. I cannot say the big major and con-
tinued development 1g going to always égma from the big
company, which has gotten so big and go dlverse that it
becomes almost like our own government, it becomes so
big.

We continually try ‘to-do something asbout our

government. We at laast bregk 1t down and try all kinds

of experiments. But I think there again you only have
the one government. I don't know what you can do about

that.

But here I thinz it is indefensible to put that

kind of burden on a little company that ie getting etarted.

I don't see why we have got to take 30 per cent cf any

%5,000. That 1s a bigger per cent than 32 pcr cent of

$32-1/2 nidlion.  wven aftor thoy pay talies on thel oo

P
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with %t.

They can't pay it out in dividendes, so they will
have to go out and buy up competltors, which they do
every year.

Senator Carlson. OQut in our particular State,
political and soclal and many other changss are taking
place, and in agriculture. It 18 a change I rar. 2t very
sincerely. I don't know how we are golng to atob 1t.

Senator Fulbright 'hat I say is that we ghouldn't
ald the facts by arti:isial stimulation from the tax
lawa. That is about as far as I can go. I don't know :
whether we can stop it or not. We can slow it down per-
haps.

I think we have m0435 too rapidly along thie line.
I don't approve of 1t and I don't think we ought to
encourage it. Now I can't tell you thie will positively
stop it. I think it will slow 1t down. I am Zolng to

try to mention a few polnts here that I think will have

WA e e

effact.

t

Senator Carlson. I think 1t 1s very important that

Pal

we dow not only in industry, bui in agriculturc, 37 v

can. But I was wondering if there aren't soms morc busic,

tundamentsi reasons we need to look to than tax siructlurct
Senator Fulbright. ull, tu a baclirese oo "hooo

¥

nay be otlr tl)inJC we I0TenAY Lo Utloel IPIES S




1,5 - R P P, . i B o
",-J?’” a{, AR I P | LIS TP L T S IR TOR T b, e " P, e g
R & o 4 . - ' .

-l
? 3

20
. convinced that taxes is a very impo.tant element. It ;
ia the most important sconcmic part of the buasiness.
® All kinds of policles have developed. Today,
a8 you know, because of taxes, all kinds of ingenlous
schemes for evading -- that isn’t a good word, I guess.
I don't mean it in an 1llegsl sense.
Senator Flanders. Tax avoldance.
Senator Fulbright. Yes, taking advantage of

capital gains, which J will .c¥er to later, which 18 a

further burden upon the little fellow who can't do that

himself. .
'I' Senator Martin. ¥r. Senator, I am awfully sorry,
1 have to go over to the House side. But I was anxicus

to get your idea. I will road very carefully your

testimony.

Senator Fulbpight. I aﬁ much more sorry that
you have to leave that you are. It 1en't often I run "
into a sympathetic boy on these matlers, 80 I do hate to |

~ ?

gee you go.

Senator Martin. Well, you are talkling aboul big
government, i1t is over 75 years ago that a very dis-

‘I' tingulshed eenator — denator H1ll ~- nade a marvslous

speech that ought to bo regad by avery americsn quite

e -
-

ofton, to the orrect l.atl n. c.in'l
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bzg governmant.
Who 1s there that can regulate big government? .
We are trying to do it ourselves, but it is awfully hard.
It keeps growing and growing. a
I think we could be of greater help if ué would
cut down the cost of government at the tree level,
although I am very sympathetlc with what you are eaying.
The Chrirman. I am sorry you have to leave.
Senator Martin. Yes. I am sorry.
Senator Fulbright. Mr. Chairman, a few of the

points that further Justify in my vigw some of the relief

for small business. The ralsing of equity caplgél is
‘huch too expensive for small ;leness. A smaller company
seeking to ralse, say, ¥300,000 by floating of stock,
studlies have been made indicating costs up to 30 per cent
to do that if yéu geek to float a stock lssue through

the usual channsls.

Yet the huge issues by such corporations as the
Ford people, recently, the floating of their atock hy the
Ford Company, which was recently done, cost less than
one per cent. There is testimony on this eubjuc% in the
House Committee, and also the F.C.C. has mcde & study cn
the relative cost of floating of small lasues ond Yig
ongs by percentage, it would indicate that a nct unﬁaunl

‘ cost of o oundl businesn vould e 30 per coat.
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The interest on loans to a amall company is
much too high. They Will ralse up to six per cent. It
is a very normal situation; whereas the large companiles
can borrow money from three to four per cent.

I observed that in the R.F.C. case. That lending
program was in roipoﬁna to thie need of asmall husiness.
Yet the basic trouble is their inablility to accumulate
their earnings aud then hold them for their own use.
Thay were so vulnerable and so likely to go broke that
naturalib the risk wnhld Justify a high rate. I mean,

I don't think thalt the lenders are to blame. Thaey could
not, in vigw of thia bankruptcy rate and the vie; of the
precarious nature of the small business, I think that
that rate was Justifled in view of that.

The taxes of course preventing the accumulation

\\.—‘

of it forces the small business to reso;f tc loans at

these high rates.

Iﬂ:hink a $6,000 tax bill is much more significant
to a company earning $20,000 than is the $52,000,000 tax
bill for a company earning a hundred million. After all;
they will hava.%crt there a very slizeable amount which
enables them to finance thélr expanslon in many reapccta.

¢
But if not, at lesst to sull sgtcck.

Small busing scos are auch nore doadencent i inede
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dollar of sales.

' We used %o think -- we thought, at least -- that
these big mass production industries were going to
operate & very narrov margin, -- On a very narrow margin.
Well, that is not the truth any more, if 1t ever was.

I used to thiyk that. 1 guees I was ba&iy in-
formed. For example, the second quarter of 1955, cor-
porations with assets of under §250,000 earned 1.1 ocents
per dollar of aaies.

Those with assets of $100 million and over were
earning 7.4 cents per dollar of sales -- nearly seven
times. Thus, esmall businesses are losing cut in vo lume
of sales, ;;d per cent of profit per dollar of eales.

Their volume increased only three PgT cent 1in
‘5 to 'S5, ‘hereas the volu%of large c.orporations
went up 19 mer cen& in ‘54 anda *‘55.

The plc;lt ratlics in the second quarter of 1955
the large cor orations éarnad 13.5 per cent upon the
equity investent, as distinguished from sales; while
the small corporations earned only 5.3 per cent upon thelir
egu:!.ty. 80 that your margln of profi®™on sales 11“" far

less, an& certainly the marg’'n on investment 1s far

lees.

Other features of .he tax laws which faver blg

business -- you can uither put it fover, cad . dve o ne

23



R
4
*
-
S

! - , .. "
PR et e e e e, ., T
S AniG AR o TP EE R L AL P e P R R - P

p r'{’."}‘!‘.‘.'f«“ A » gt B! o ..',22\.:'?, ..a,ggahv e e P I P

24
desire to injure big buslness, I know it 1g necessary
An bAg governmert and hig Adefense and so on. But 1 ;hlnk
1t is unnecessary to give the specilal rqporn to big
busineas as.opposed to the little onee as a relative .

matter.

Take an itsm like depreciation on new machinery.
| Typically "the situation in this field is that the big
» <prosperous éampany buys the machinery and the little
| company starts out with secondhand or used machinery.

But the deprecietlon scAedulea, particularly those
adopted in the ‘S law, give a very speclal benefit to
- the big company.vhich‘buys the new machinery.

As you know the depreciation permitted, there are
some alternative ways but one of the ways permitting
thres-fourts of the ;n;eatmant to be depreclated in the
firet half of the esticated perlod.

. Agsuming that it had a 10-year period of life,
you depreciated thrae-guarters in the first half of the
period. Then you can sell it and realize a capital gain.

; - Where agaln the big company has the opportunity
to take a capltal gain, wn;;h has now become the main
‘obsectiva of everybody whether it is a corporation or

1ndividual. But under our gystem as We have 1t here,

while the law itoelf doucn't cxclude a 1litile cenpeny

[
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big one that gets advantage of it, so that you have a

very special advantage in that connection.

Take stock loptions. It is true that a small
company oan theoretiocally pay its top employees by
atock optiona; but they can't 4o it as a practiocal
matter because in order to use the stock option method
of payment you have got to have a market for your-stock,
it has got to be an ascertalnable value at the time it
A8 given, and so on. That 1s in the nature of the
operation.

So what you have here 1s a device that has grown
up here in recent years in a very large way; the large
company paying 1ts officisls, best officials, by the
methodes éz.atock options on which they pay only 25 ner
cent, but the little fellow can not take advantage of
it. .

So what happens? When he suffers, he suffers
from loss of his beat managem "t; it 18 almost impossible
for him to compete with tha‘big companies that is 1in a
position to glve stock oftione.

. I only mention thls 1; an illustratlon which

under existing laws the big ones have, and I think further
Justifies some conslderation belng given 1o relief to

the small one.

Tho growth of thu otoc: cptlca 1o reacrkaole.  n

*
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our study last spring, in the Banking & Currency Com-

mittee it becams evident that they are all flocking .
f;hl'» inta this. fh&a is now the acceptsd way to pay your
- Prealidsnt and top officials, a relatively small salary,

but very baneflclal optliaons which they do not have to
» pay on until they finally sell the stock, which may be

many years hence, 1f ever, ard even if they do, only at

the reduced rate. '

80 it 18 an sxtremely important and wary raﬁgrabla

circumatance for the big boys or big companies.

Another item ls on the deduction for research
. m experimentation. This 18 a thing which 18 ex-
tremely useful to the big companies. They are the only
ones who can really afford to do 1t. But 1t 1s s busl-
ness deduction and 1 think this accounts, in many cases,
for the enormous progress that the bigger ones have made
= o go far. ‘ ,
New I am not advocating you disgllow that. I am &
only wentioning it se a further polnt of, I would say, in
a sense discrim®iation against the 1little one, whe 1is
not in a position to take advantage of that. Ygt he has
to pay this I think relatively outrageous rate of 30 per

cent on the firagt dollar he earns.

[
1 pontlon shie o ly o ahow that Viere ar. a oy
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‘obe oannot take iﬂxhnu;st of or cannot benefit from
' ';M-

L4

Two other advantsges of large corporations are
their ability to administer prices and maintain high
net earnings regardless of the ;;x rates. A very good
example of that 1s in the automobile business. It became
quite evident last year in our studies there, 1a the
automoblle busineas, that there is no real competition

in prices among them. Their marginas of profit keep going

up and they keep raising their profits because the market

would agbsorb 1it.

Last year, although prices were lncreased, the
margins have never been higher on both gales ;nd on
investment, and yst you had more sales. You still havs
a very high rate of sals. |

Now in those businessas you can do it. You do
have in many cases very bitter competition price-wlse
among the emall companies deallng 1n the things of more

.
local interest in contrast to the national eales such as
automoblles and some of the other large companles where
you have the national markets. )

Of course the other Jbvloua point ln which you
£ind this great advantagae 1a in the ehllity to ctTuln tha

lion's share of defense contracte. That lo new » very

lmportant part of our oconcm’s

*
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In 1950 to 'S53 over 63 per cent of the value of
dtr;nu contracts wunt to 100 of our largest firms
receiving contrasts. This rose to 68 per cent in 1954.

In other words, you are well over half of the
total of deferse contracte going to 100 of ycur large
contractors.

The Chairman. Does that include the subcon-
traoctors?

Senator Fulbright. Well, they dc¢ subconiract
part of that out. But the profit and the deltermination
of who gets what 18 in the hand of the blg contractor.

The Chairman. 1 think a great deel (f that goes
tc the smaller compenies and gubcontracctors does 1t
not, Senstor? .

Senator Fulbright. Yes, they will sibceontract

-

part of it.
v

You remind me of an example of what i sppens 1in
the defense contracts. Last December 12, the profits
were reported on in ‘54, of 21 aircraft manufacturers.
Of thoee 21 companies, practlcally all 4f their ltusi-
ness -- axcept gevernment -- 18 conlractora. Sul thyre
are a fow 1ike Douglaos and boolng and oie T W (ihwr
make some of their sales, 1V 18 & relativoewy canll pers

contppe of tho oversll oolon, suoe o 7L

Tiiooge Ccotdra le ey L YA R




before taxes; and after taxes -- this 1s the report of
the committee -négba:'rutaln But 29.% per cent of their
net worth. I call that a very generous treatment. I
don't know of anyone else in any field that can compare
with it. That is typiocal.*
- Senator Flanders. What was the percentage of the

sale price? S

Senator Fulbright. Oh yes, that 1s very small.

Senator Flande-s. I think that 1s pertinent

that 1t is very small.

Senator rulbright. 1 don't Lﬁink 80, when these
are negotiated contracts. The sales are Just whatever .
the department gives them. The departwent furnishes in
many cases much of the most expenslve xzachinery, many
of tkhs plants, and they brini‘}g & group of Lanzjers
and thé;\aupply thé organizing ability ant in many cascs
they take very little 1if any responsibillity for tne
fallures.

A good 1llustration of that was the McDonuld
experience in the Cutlass -- waen't that the naco of
that plane? Well, 1t turned out a rflop. BHut M onaliu
didn't bea£ that. The ﬁavy bore the cost.

Senator Flanders. I wantud to get on thue rocerd
that even 1t these companics work without cverit, o1t

Zhiu salee selcoe venlan'l bl poently oo, -

e9

+

-
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Senator Fulbright. Well, it 1s.a matter of
profit. it was Just under $5 million. §472 million as
S‘I' I recall it, approximately. I have not seen the report
| for three or four months. But a vérg‘aubatantial amount.

Senator Flanders. Yes, yes. '

Senator Fulbright. Eht 1t geemeg to ﬁe that when
you have known of the problems that a normal little
business haas, going out and meeting competition, niice-
wise and all elss, the point is what do they make on
thelr inveatment?

I see no reason for them to make sixty per cent

?‘l' | on net worth before taxes. I will put it this way. That
is not my business. Using an 1llustration, I don't know
any small businesses in Arkansas or anywhere elss that i
makes anything like it.' :

Senator Flanders. 1 say 1f they forewent the
profit, the reduction in price,to the government, wouldn't ’
be a treméndous one. I want the record to eshow that. ’

Senator Fulbright. Well, you know, it wouldn't
hurt the government if they would excuse me Of my inccme ;
tax. PThey wouldn't mies 1t. But I don't know anybody U

;‘I' thinking of doing it. It means a lot to me, but 1t doeun't !

e

mean very much to the government. I don't seu th:t thut

MR e S

argumant hioe a great desl ou significanco. [T ol wnvts L
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as anybody's dollar.

I don't see the reason why take that particular
industry -- many of which are blg industries, certalnly
the Convalr Company, and I am not trying to criticlze
those companies, I am 8till using this as an illustration
that little busineeses don't participate in anything like
that, and they have no way io:

It isn't because the laws are drawn to exclude
them. It is simply the nature of thelr slgze and their
cﬁpacity, which doesn't qualify them for it. I use that
only as an illustration, a% this time, agaln, that the
i1dea that we have got tc keep the tax laws about the same
or the old 1dea of a flat rate for big and 1little, I
don't think is & valid way to apply it when there are s&o
many other factors that have developed 1in recent years
that are exclusively for the benefit of the very largest
manufacturing companies -- particularly manufacturing
companlies.

Thig drift toward the larger companies st toe

expense of the smaller onss, 1t secds to me, as - 3sald in

‘Ene beginning, is u drift toward the corporate stagje,

and I think does have the possibilitles of doing wnat lr.
Keezer sald, that it has the great soclal, political und
economic difference. I bulluve thu Anti-Trusgt leve

which ve tnought in the lopinaing weuld nwedt viooo ach L




\
I think are not‘'meeting it. I think 1t 1g extremely

difricult to enforoce, by the time the applicaiion of the
law seems to be Jjustified, that the harm 1a already done,
and I agree it 18 extremely difficult then to go baock and °
undo the neégpra that occurred.
I think the much more intelligent approach is to
give some incentlve in a natural way for ghe keeping
alive of small onvg and an incentive for the formation
of them. * .
The redistribution of the tax burden I believe

will help restore a better balance between the large and

small ones, and I think that it certainly ought to be P

'tried. I think it would relieve, in many other government

activities, I think the tax relief ia far more helpful
than the small business adminlistration lcans.

If they will have a reasonable prospect of sur-
vival and profit, then they can borrow mog%y from the

regular banks and they won't be crying for government

-

help. I think the real excuge to a great extenl. over a
long periody for S.B.A. and R.F.C. was thls very unwlee

distribution of the tax burden. -

Yell, M¥r. Chairman, that 18 my maln statcrent.

As I said, I have a nunber of memer it .3t pu-

L4

talns to spuclific pdintua.
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these big companies are owned by a lot of poor widows
and orphans and that you are only penalizing them.

I have a rather, I think, pertinent memorandum
which wis drawn {?om very reputable studies made by the
Brockings Inéﬁtut:cm, by the New York 8tock ixchange,
indicating who Y 1s that owns the big, publicly-owned
corporat cns.

It 18 true that a large number of people may own
a little bit of 1t, but these figures clearly show that
a very high concentration of the ownership of these cocm-
panies 1n here lies in people whc are well off, with
%10 and $2%-thousand a year incomes.

Now I won't take the time of the committee to
read this.

Senator Flanders. May I make an observation on

rthé widows? There are a lot uf widows in Boston wno
live on the interest of their investment, and 1 have even
heard of one or two who live on the intersst of tha
interest. So there are wldows and widows.

Senatﬁr Fulbright. Yes. I would like vo raead

‘Juat this last paragraph from the Brookings Inctitution
study that concluded wlth this:

“The level of income has a direct influanc

on share ownership." It ic spuaking of ‘h. shag -

incomu of tho purchasurc. wow ULhis Lo act quotod: Lt

T RN I . | |
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is perhaps also slgnificant that 1t 18 this group, with
the higheat incomea, who are the shareowners of the large
publicly-held corparations; which has been baneflited
bcet by the atock market rise of the past two years,
vhen $90 billion hae been added %o the value of the
gecurities listed on the New York Stock ixchange alone.
Agguming there are as many ag 7 million holders of
securities on the New York Stoék Kxchange, this averages

approximately §13.000 per person.

But thig memorandum I helieve demonstrates quite

clearly that the major part of the publicly owned cor-
poratliona, the majlor part of the sharss of tha publicly
owned corporations are owned by people who are extremely
well off, which is very natural.

The Chairman. Is that An the record?

Senator Fulbright. No. I do not have that. They

are not included in it. [

The Chairmen. I think tha% would be lmportant,

the §$13,000 per pareon. x
» ?‘
3onator Bulbrignt.” Thems are approvimataly 25 ner i

cant of the atoers ownaed by investment Trugte 33{.;¢ﬁ“ %

sions, and othur types, which ls not feas’%le »oally. 5
{ !

The Chalrmen. Thery ars many inastancas of naonla :
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those caloulations I should think you ought to show

®the situation, these big trust funds, penaion funds,
of all kinds and descriptions.

Senator Fulbright. As I say, I didn't calculate
these figures. These are figures from the best sources
I know.

. The Chalrman. 4As I understand it, what is 1it,
1 ml}lion people? How many people did you think?

Senator Fulbright. About 7 million.

. The Chairman. And you divided the two of them up.
Well, that doeen't take into consideration that there is
aéﬁe of that, proﬂablyla pretly good part, are owned by
these Trust Companies, probably many of them charitable,
and pension funds. )

Senator Fulbright, Some of them are charitable,
yes.

* The Chairman. 1 dog‘t think 1t 18 qulte accurate
to say you can divide the total amount by 7 million and
say all of them own §13,000 on an average.

Senator Fﬁlhrlght. well I didn't say th?y did.

I put it in the form of an example that 1f they were
owned, what 1t would amount to. That 1a what it would

amount to.

The Chalrman® I think it would Lo vary intcerostin

Lo find ou hew nmuch atoc s Sheoe dAirluron® otoe
N
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Do you cover any part af that?

Senator Fulbright. Yes, there 1s very extensive
figures on that, in bt&llonl of dollars. Thig is the
staff report of last year, of the Committee on Banking,

¥ April, 1955. It shows there, for 9xampla. th; Life
Insurance Companies own 3.4 billion dollars; the Fire
and Gasdhlty Inaur;noe Companies 6.460 billions; Mutual
Savings Bank, $620 million; bank administered personal
funds -- trust funda. You see, the truast funds in the
bank, which of course would be owned actually, partly
sometimes by individuals and sometimes say by labor
unions, they are mixed up. But that polnt was 37 billion.

Over three-fourths of this institutlonal invest-
ment, however, Qfea not benefit the average family. It
benefits other stockholders, as these figures would indi-
cate. This 1s true of holdings by Fire and Casualty
Stock Insurance Companies.

The Chairman. What about the charlitable funds,
like the Ford fund?

Sgnator Fulbright. The charitable foundations.
religious and other charitsble, $5.1 billion.

Peneion funds, non-insured, $3.1; College, Uni-
verelty and Zndowments Fund, §2.5.

In othor wvords, I doubt that any of Thece i1.8ti-

tutlc:, "L Stoelhio? . L
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the amall increass in taxes for these blue chip cor-
porations. .

If the Senator is interested I would like to read
this one paragraph relating to the New York Stock Lixw
change. They made a little atudy of thia last year.

"Recently the New York Stock Lxchange mada

a study of its transactions to determine how the

" various income groups share the volume of trans-

" actions on the New York Stock EZxchange. For the
test period in June 1955, persons with incomes of
under $5,000 participated in only 5.9 per cent of
the transactions. Those with incomes of 5,! 20
to $10,000 participated 1n 25.5 per cent of he
transactions. Thoee with $10,000 to $25,000
estimated annual income participated in 36 per cent
of the transactlons; and those with annual 1l.comes
of over 425,000 participated in 32.6 per cent of
the transactions. Zxpressed 1n terms of the
number of shares bought, those with incomes of
under $5,000 purchased 329,000; those with between
45,000 and 310,000 eatimated annual income pur-
ohéaed 1,429,000 shares; those with batweon $10,000
and $25,000 annusl income purchased 2,020,000
ghareg and those with ovir 325,009 nnniinl Lncane

ourchimsed 1,520,000 shurcs.
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Those were the New York ixchange studies indi-
cating quite clearly the éoneentration of the purchases
of atocke by people in the higher income brackets.

So I think the argument that this would be an.
imposition upon the poor, small stockholder, is not justi-
fied by the facts as ravqal&d in the best studies that
I xnow. |

) Senator Flanders. Hr. Cheirman, I would like to
ask a couple of &Leations. -

When you stated that this amendment would not
reduce the income of the F ederal government, I take it
that you are increasing the total from Tifty two to fifty
three, 1s a part of the measure which makes 1t possible
to malntain the income, 1s that right?

Senator Fulbrignt. That is correct. The surtax
i1s increased from 30 to 51 per cent. I say that as
opposed to the other amendment. It 1s increased under
the existing law from 22 to 31. The normal tax decreased
from 30 to 22.

If you are interested, let me give you two ex- .
amples on an income of $5,000 there would be a decrease
in the tax of $U00 or 26.7 per cent; on an income of
$10 million there would be an incrcase of 1.9 per cent,

or $97,000, on 310 million.

sonetery Moot o 07 a0
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This is "C" that we are considering?

Senator Fulbright. That is "C", yes.

It 1s estimated the estimated result would be an
increass of $20 willion, a net increase of $20 million
to the Treasury. That is estimated by the Joint Commit-
tees of the Stafr, I believe.

Senator Flanders. One other question: were you
preparing to say anything about the parenthesis small “c"
or are you leaving that out of your discussion? Ve passed
a B1ll the other day.

Senator Fulbright. Well that was to try to keep
them on the same basis as other corpofationa} under the .
present law. ’

Senator Flanders. I would like To lnquire of Mr. .
Stami Mr. Chalrman, whether the matters from line five
from page two on, are those taken care of in the in-
surance tables blll we.passad the other day?

Mr. Stam. Is that on his statement?

Senator Flanders. Yes, that is on “C".

Senator Fulbright. Un the Bill, of the amend-

ment 1teelf.
Senator Flandevra. Yes, of the amendment iteelf.
Mr. Stam. Well, all this does is an attompt to
increase the corporat rats, and in order to do tlis yp

have to rare thego adjustment o that avrue already oHreo-
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vided for.
Now in the bill the other day we merely were

goncerned with the amount that the insurance companies
coulld deduct before applying the corporate rate. Now
when thias bill goes into effect the corporate rate which
is made applicable by thie bill by the increased rates
will apply to the insurance compaﬁiaa. We were mainly
concerned with determining what sort of deductions the
‘lnsuranca company should be entitled to.

Senator Flanders. That 1s right.

Now let me ask another question: in the insurance
procedures which were get forth in the bill which we
passed last week, are there these provisions for normsal
tax and surtax, yes, but on*thia'new proposed bezeis are
there theee provisions for reciprocdl underwriters and
inter-insurers, that appear in here? 1Is this arnything
new?

Mr. Stam. No, )

Senator Flanders. So that the tax and surtax
with the deductions which we established last weck,
gpxa follows as a loglcal method of getting the taxes
out of thoae Qeductions whioch we fixed.

Yr. Stam. That ls right. ~xisting lawv oroposews

.

grcopt Tor tho Llacrense the sunator hos tnlked ooozuv,
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Nlmw m m wi&.ﬂlv exsupted interest, «-.partially
taxed exonpted Anverest.
.. 'There 1s still outatanding a small amount, I
- think about §3 billion of partially exempt bonds —-
Federal bonds —- that 1s, exsmpt from tHe normal tax;
and if that 1s considered by the Committes a matter of
substantial interest, it would warrant, although there Lis
no guarantee, no assurance, in those bondes that they would
L se any particular rate exampt,'except ;n open co&enant
that whatever the tax is, and it has already been changed
during the life of those bonds, it has cerialnly been
Ancreased, and decreased. If thatyls a major matter,
of course I would be ¥y glad to go into an améndment
in that cénnaetion. ‘

I will put in the record the memoranda referring
to that which I doubt 1t is necessary to go into now.

The Chairman. You mean the bonde that part of
them are non-taxable?

Senator Fulbright. uxgbpt from the normal tgx.
- I think at the preeent time 1t 1is Just clightly

over 53 billicn. However, 900 million of those are dus,
1 balieve, thie coming Yuptombor. Dy 1960 thay vill all

be out of th¢ way. Tacy ave pcld Ly I thinl a oo lnvar., .o.

.
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The C uirman. That is the bonde issued prior to
hr

g:%ator Fulbright. That is right. But 1t doesen'?t
gontract that will exempt them from any specific rate:
" That has been changed. I don't think this‘would be a
violation of any contract at all or any moral or any
other kind of understanding. It la simply that 1f you
do change it you exempt them from less than you 4o now,
that is the effect.

1f the Committee should feel that 1s a matter of
great lmportance, 1 gesume some (€ the people who own
gome of those na& very well come and testify, 1f they did
1 would have no objection to modifying that. It sesms
to me a very minor matter not only because they are &
relative smaller amount but because they will be due and
out of the way in the very near future.

1 have & memorandum with regard to that 1f you
are interested.

The Chalrman. Give it to the record.

(The statement 1s as follows:)
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SR ggn§§9g7lgllaala- Could I aak one further ques-
|  ;, };.% ‘3 Axn gnu asklng tqr the campzttaq to study this
1t as an smendment to this Bill?
Senator Fulbrignt. Well, this it s::ms to me le

. ar‘nrc ;pu e

an apprdpriato place to offer them, It is up to the
committee to decide whether 1t will accept it. I have

stated I am offering it as an amendment to thils Bill for

the conslderation or_ﬁha co-;ltxee.'

Senator Williams. I had some amendments I was
considering to offer too. I was just wondering fnat you
thought of 1t. .

Senator Fulbright. I am familiar with the
3ana€or‘a orffevs. He can offer them at any time to aﬁy
1ssues that are gersane. He can offer anything at any
time. That ha® nothing to do with the appropriateness

or merit of thuse amendmenis.
Senator Williamas, £ Ti'ink they are ull gurmane.

I was thlnking Lt might be wall %o afrea.tham
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'xmmnm”pug 1 hara are vartise rates..
| ¥ b Iwg vm aympuﬁhotic to your
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| companies at least a fighting chance to survive which they

do not have at the ﬁresant time, in my view.

Mr. Chairman, if I may, I wish to offer from the
U. S. News & World Report, their Finance Weak,‘ an
excerpt of March 23, 1956, n which shey point out that
twelve firme pay $4 billion in taxes, and it sets out
wahgf gheg pay.‘ I think 1t 15 very 1ntareat1ns. They
ralse tﬁé point or the depandsnca of govarnmant on the
profits of these twelve big companles.

They are among the finest big ocompanies in this
ocountry. "J.‘he only point I wigh to make with regard to
that is to say that this confirms what I sald earlier

in my statement, the growing dependence upon our. govern-

ment of & fewer and fewer enormous companies, and that

T would roerret qth.nt: 1T we kaup rudualnr}' the numberes which
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uw_é,;”, mory 4pd oy Papidly, and are unsble to
»LOTT %gqin. as s Wutod in the decrease of the
2 w:j ¥ _%, Q! 1 thipk that would be the cass.
, _;f SR ? 39 1 thlnk that is at least an approprlata study

H | rér this record, gnd I would like that to be in e

¢ record.

‘P The Chairman. Yes, 1t may go in the record. .

(The statement 18 as followse:)
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. .. and this new; pooling of insurance know-how
is readily available 1o your company through the
Insurance Service Association of America mem-
ber firm in your city. For the first time in insur-
ance history, 1t's possible to take advantage of
expert on-the-spot risk analysis, rate and safety
cagineering, and Jddaims on a localized porsonal
. basts. Fur intormation on this new staadard of

service for insurance coverage in more than one

a city throughout the United States and Canada,

call one of the member tirms listed here.

Call the Insurance Service Association member in your city.
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» You need o fence i your property
lacks protection againat common hay-
ards. And you certainly want time-
tested quality in the saleguard you
provide. Whether you chocse heavily
galvanized Copper-Bearing Stesl, cor-
rosion-resisting Aiuminum, or long-
lasting Staintess Steel, PAGE Fence is
quality contralled from raw metal fo
sgged fence erected on metal posts
deep-set 1n concrete. Available are 8
basic styles, varied by heights, types
of gates, top raus. and barbed wire
strands {or added security. Finally,
your PAGE Fence will be axpertly
erected by a reliable. technically
traxzed firm For :mportant fence data
and name of nearest PAGE fum, write
PAGE FENCE ASSOCIATION - Manessan, Ps.

flé{ruq (' pmpasty

ORIENTED
m

INDUSTRIAL
COLORADO

CLIMATE

...where craval gverage -
moximum tempuerature is 63
precipdation 15.2 |
humidity 33% ana 296
sunshiny  «
days!
SITE FACTS:

write for detuled,
revised-1a.thg. minyte
analysy,

“Industrig] Colurade’

Coletgd o

COLORADO CLIMATE « THE MAGIC INGREOIENT
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Ancther big source of Treasury income: tha taxes
siockholders of large corporations pay on dividends . . .*

w acceeunt of the wany millions of
dollars of excise taxes collected un OM
cars and appliances, or the willions to
be puid by the firm's employes on the
wiges and saluries they received from
the corporation bast yeas.

ATaT, next-largest taspuyen, bhed
caruiugy of pearly 1.3 bilbon  dolflan
hefore taxes in 1935, About 627 million
of that is due the Government. So
AT&T will keep 664 million.

In addition, AT& puid dividends ot
465 millions last year, and the Treasury's
share of that should come to some-
thing like 143 millious. Added up, the
Guvernment's shice of the company's prot
ity anoes to about 770 million dollan
That's close tu 60 per cent of what
AT&T eamed—-ynd considerably inoe
than twice as much as AT&T stock
holders get after taves.

Foed earmings, up sharph in 1933
wete crowding tha bidbou-dollar mark.
With a bability to the Governmcat of
530 million, however, the company will
be lett with ubout 437 million. Aud the
Govermuent will collect about 33 1l
hion dollars of the 175 million that Ford
paisd out last vear 1 dividends

Cenvenanent’s share ot Fard jmonts
thas, will totad about 5% nedlon Jdollars
o e than 60 po cent o what the
Coriplaiy carned.

Standard il (N L boad batter
Coverionents  hads than anost otheg

w firms. Dopletion allovwanies o
oil producers by Congress Jhuaphy o,
the compuniy’s voilar o me tua So .
credits ullowed the compann aw it
fur tuxes paid Lo foreisgs Rise i s
ucome earncd abwoad.

Of Esso’s 532 snillions dhaliers rotiogmi
profits, Government will Clan l':
Liom, leaving the corporation 717 o,
In addion. Govament will dian ofi
for @ts Treasiny wbout 105 authon dolla
of the 345 intllion pard out by Lo
dividends last v ear.

Altogether. the Government's shure o
Esso profits will be about 223 nollion.
or o shade Tesy than 27 per cont of ot
eamings

Du Pont, meanswhale, finds nsclt wathy
a federal tax liabilitn ot 313 willion
dollars ou its Y35 catimgs ol neal
three quasters of o hallion  Acd b
L‘)Kﬂ{hlly'.s se bl dders ot v vl
Treadury abwoot bed e a0 o b 1
329 undlion they roooned a0 o P
dividends  last vear. Altoacther o
wallion dollay o b 56 po oo
of what Da Pont 0
will be diverted to the 1o cal 1

Half far U.S. but e o e |
PR LIS RS IO S
Jewsp o e chet n e e

God Probits o the 12 o0 L i
s 6 badlions Nean 3 caibeas «-l’
e the Convnnent Sa tha ()

tiones wall be Jotr varhe b o bass s

i Lh.l\l 1 [

What Taxes Take OQut of Profits

1955 Government's | Left for Compon s
Eornings* Tuke In Taxes Alter Taxes
{MILLIONS OF DGLLARS)

General Motors $2,400 st | $1,189
American Tel. & Tel. 1,291 627 o4
Ford Motor 967 530 ’ 437
Standard Oil (N.J.} =~ 832 s 717
Du Pont 744 313 431
U.S. Steel 7358 b 370
General Electric 369 i 168 ! am
Bethlehem Stee! 361 | 181 130
Union Carbide & Carbon — 283 l 142 i1
Kennecott Copper 234 | 108 . 126

Chrysler - = 219 | 9 10 .
Eastman Kodak 178 i o 93_ o4
12 CORPORATIONS  $8,614 33,972 $4,¢ 42

$0O: Government takes $46 of cach $100 of peofirs,

loaves corporations $54.

*Profits alier S1¢ @ and foreyn icoang toney e o 9

e e QM

VP ey,
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That is why the em) is on attract-
g Amwrican foms. If American manu-

come to Ireland, the wen in
Dublin reason, they will bring with them
American production techiigues, and the
Irish Rguro that those techniques we
wore thun a competitive mateh for the
‘Peitioh and the Gormans.

~# Fimanciel inducoments. Whilr the
Goverament is basing ity ca-
. i persuasion, e cumpaign up

: in the North is run along slightly
different lines. The Gavernment of North-
am Ireland, backed by officials in Lon-
don, is offering substantial financial con-

. _ cessions to American industries.

- The Government here, for example.

‘will pay 25 perggnt of amy company s

eapital expenditures for three years. Or

-the Government will pav part of the oot

o dismantliog a plant snd shipping it

machinery to Nuethern Ireland., and abo
will build a fucton to bowe the machin-

:z Under this second plan. a company

‘which locutes here can abo get evemp-

tion from local property taxes for as kg

as 10 years. and during its first fo g vears

R is churged o Jow rent which is hased on
1839 vulues.

Compunies may remit profits and dJisvi-
dends in any amourw and may sell ther
propertics sud send the capital home, at
any time. The Goveaonent will contiib-
ute o the oot of coul. gas and eloe-

M oun to bring the price fevdds
te thase in Euglad.

The Necth's head start, \\ith sl o
program, Novthern treband s ontstoppan g
its rival in the South, and several noew
Americad  fadories  hase been bt
These American Lusinesses are cunging
the looks of things.

Out in County Down, about 10 mles
from heve, you canosee a brandenew fa-
tory which manufuctures women's stock-
ings, wiing the Litest machineny ol
‘ - The owner is an Amertican coni-
psay. The Factory, built of bright brich.
stands ou a hill overlookng the ancicit
village of Newtowuards. It stands out in
sharp coutrast with the old. weather-beat-
m buikdings uewrby. uwludig o Tl
eentury inn. The inanager of this buctons
J- Howard Ward—un Englishman--shows
you around with pride.

"Evervthing in this tactory is done
It would be done i mill back et
States,” he savs, “The methods we s
here give us aogreat compelitive awdvan

ty ver Brtsh wanubacturers bocans
W duce e, wt Jower cost”
wther the Nonth will Lold s Lol

remains o be seen. Bul, whoover wios
the Irish of both the Narth and the South
Brure that Ameucan business, swith s
efficient mwthuxly, can help 10 pull 1y
land out of wn ccononne shanp,

M. & HEWS & WORLD REPORT, Macch 23, 1934
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DOUCLAS AIRCRAFT COMPANY, TULSA, SOLVES RIFFICULT
| MATERIALS NANDLING PROBLEM FOR INSTRUMENTS

Twe swivel and twe rigid Fasirless Spring
Aclion Caslers with puncturs-prsef, prao-
matic wheals permit a fjali-trea nde for
dalicate feasting vnils like this one. Eaunily
moved and swiveled, this "Flowrater'" s
taken evar rough arses, with SH132-12:3
(swivel) and SH732-12x3 (rigid) shack G-
serbing tustary smasthing thae ride.

Douglas Tool ngineers doesipod
the Howrator, mobile test wea,
mounted oa Faultiess Doul te
Action Spring Casters Scod, e
test equipment thus 18 mosed
s{xtdily and safely over uneven
floer ace 4t-—-anch PP T VI B
douory, Prododtun ¢osts d. € vat at
tesung locattons because readyune
ment of the gauges 1s unnccessar,
Equipmentarrives ready fos i
diate use To getthe complote st
simply call your local faoltic.s
Caster Distributor bisted 2 yous
phune diredtory, or write us toda .

Doctre ball
becr rg swivel
comtry bt on

FAOLLTLESS
ALL-STEEL
TRUCK +OCK
The FTL s
lotked w~d 7¢-
lecied b ystep-
peAg diwn L°
the 1M putLte

(% X-39771

o, :

Serar 333 3C0s ey
ani1ord impoct
acks throegh uie
of large durabie
ipre gy under cor-
tant compiession
Spreg assembly .
an nlecchangeabhie
member, load ndes
ot ¢constant level

fandard, inter

changeable whes |

MRk Duwe.
The problem of safely .,:;’.“
helding heavy Davglas ) :
enQne dosnes securely n
place durning work 1 pou-
Nvely accarplahaed with
Favitieis All.Stael Floor
Truck Locks. The steal brake
dise hay o vaverial jant 0
awivre o fum, fot contact |, |
even when Moor yuiface o

nal lgval,

an

)
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Finance \Veek‘

12 FIRMS THAT PAY 4 BILLIONS

Big Compaﬁies Account for Fifth of Corporate Taxes

A sharp rise in profits of “big
business’’ In 1955 now is bol-

ancing the V.S. budget. .

The tax increase resulting
from higher piofits of just five
corporations means aon exira
billion doliars for Government.

Whatever the critics of big
corporations think, the Treasury
is wishing the indusirial gionts
a long ond increasingly pros-
perous life.

A new picture of "big business,” onp
familiar to only a few, is unfolding as
corparations in this country report
their 1955 carnings and taxes to their
stockhalders und the public.

What the picture shows i» the degree
to which the U. 8. Goverument depends
on mvenues collected from large cur-
porations—a mere handful of companies.
realh .

Jut ot birm, Gewral Moo Cor-

poration, wust pay Govermment  more
than 1.2 bilbon dollars in income taxes

_ ;m

M,.d"}' m. u»")"“ﬁ.\ "":"{f' o

of kN
N R

. ,

on 1953 canun@s. That's roughly $1 ow
of eveny $19 that all corporation. §imust
pay on 1955 profits.

The Big Three among taxpayers
CM, American Telephone & Telegraph
Company and Fard Motor Company -
must pay nearly 2.4 billions.

Dependence of Gavernment on prot-
its of big business is revcaled in the
charts on 130 and 132,

Alt . more sthan 604,000 cuy
l.;g;sﬁalu will fle tax returns on then

M th‘ll mm of “hwl' actuallh
will owe some taxes. Thewr combined
liabdity to Covernment wall come to
about 20.9 billion dolluss.

N’euly 4 billions of thau will cuine
from the earnings of a duzen of the big:
gest taxpaying corporations—the 12 con-
panies shown in the chart on page 132.

Just 12 comnpanies, in other words. w1l
be calleu upon to pay 81 out of evenn 53
that curporations owe an their 1955 e
Bty

Vs oson nght gudge Bow these o
hunres. “hag business™ doesi't inean qunt
the same thing to the revenue-bungns
Treasury as it does tu tha average nub
vidual who hears that phease bocicod
about.

* ;:-—-‘””

Thew fanes, aneover, take oo w
count of the seeond Liver of icome tas
that Governnent upphes to some ¢
poration profits—the tax that is colless <1
from mdividuals on corporation N
paid out in the form o dividends

Treasury-eye view of a few big oo
porations offers a new uwnight to the Ad
ministratian’s eflorts to halance the U8
budget.

General Motors, for example caned
about 2.1 balhion dollars Last vear e
dhkowing b State ad wal tiw o ares
foreign mwonue taves. OF that e, o .
bt more thas 12 bllion dolbars o <
the Government, GM thus, s to be Jeft
with shahthy Less than 12 halloa,

In addiwon. the Government w.i. xa
¢ rihe-off from the 603 mllion dollae
that GM paid out in dividends Last e
Assuming that GM's stockbolders pas
the same tay rates that the avenan
dividend 1ecen e [ovs AR ¢
from GM o prolits vl come o
a4y wlhon dollas

At thor thee b by
siphonnag ot apprenn ecis L4
ot the l"[“i".i\.\ SRR 11 S FT R T,

et b p b L
Froeo that INTSCIUNE R IY BN N
Conzoon d o FEPSCIY B

'.‘

‘income-tax bills
totaling about

‘ 09 billior

How Government Depends on Profits of Big Busi.c. .

51 f ol overy 5 lof;p orgle

12 of those
corporations get
income-tax bills
totaling

$4 billion

i
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denator Fulbright. I would like to rufur to one
other thing. I believe 1t wauld be usaful.

The Joint Committee on the iiconomic Report, As
thie Cémmlntee knows, has a very fine staff, and they
study matters of thls kind amang other things. Thuy
had on pasge %0 of their repor%, -- let's Ree the date, 1t
1e & recent ong. Where lg the date? ¥hy hasn't 1% pot
a date on 1t?

All it has is the printing date of ‘56, 8lth
Congreas, First Session. Well the atenographer may
jdentify it.

At any rate, Sesslon of Congress, lst Yession cof
the Sjih Congress, on Page £€0: Texaticon of Small :na
New Susinesses. The next four pages hus a discusolon
of tris matter which I think 1s very ourilnenl unc Wo ilc
be helpful to the commitiuve, and I would ke 1o . wpgossb
that be included in the record purcly for the inlormallosn
of the commitcaga Beglnning page £0 and ohlliag o noje

The Chailrmman. Very well.

(The staterncnt ls s followst)
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(4) Lessen the 1mpant of death 1evlea on amall

privately-held firme -- admlnistrative actlon has made

. possible some progress here, and

(5) Increase the exemption from surtax rates
from the present $25,000 to $50,000 or $100,000 -- only

here has no actlon been taken.
"1 simply mention that ® indicate the Senate
Finance Committee has been sympathetic to small ‘business

problems and hes enacted four out of five of the recol=

‘mendations cf the Sparkman Committee.

Now you will have the fullest consideration of
this committea.

Senator Fulbright. I thank the Chairman and the

Commlttee for your at antion.
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1’1: i:é s great

2 I ik
rz.ght. 'l‘hat u 'mgm.,
e i y 3
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hna'&t is npt as sraat*nov as 1t was

R
unt11 ihcy nans a ltart tovard the elimination of the

o

- “I".Q . - g#,

';diaoriminatory raxea.;‘ “ _
B EX 5- ‘.r

or coﬁéaa thax waa one or the major ways our

7»'-\

yankoe rrianda 1n tha northeaat built up their industry.

Bux thgra“ia ‘some prosress being made Or some progress
has boon.nnda in that particular field, although we are .

ts;

-x111 rar rrom any or tha markata. I agraa that ls
another handlcap to the beginnlng of 1nduatry in all of
thax area. There are many others that I could mention.

I tried to mentlion a few of them.

The Chairman; ‘Senator Fulbright, as 1 imdicated
at the bes;nnlns or tha meeting, I don't see any possibility

of hayxns hearinsa on tha part of those who oppese you




,gQ{: ﬁf" ;ru1br;ghc. ‘1 undaratand that.,
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- Tha Chu.rua And ua hava already arranged for a f;
’55"i“3*?°@°?rﬂﬁf Sﬂcrﬂtafﬁ Fulaam. on Social Security; 5

n hqnm’mubar n:‘ raquu!:q? ot moae who are opposed.
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and. I have ma.de tha record on 11:..

: I think th:.t a.i‘c‘artain ;;uount of ;;.Jcation has to be

- done on mattcrn q{ “9%35@‘} | f - %

s I 'hopa gbat people J.n hvarlol'x»sw pax'ta of the country . =
‘will pay some :tifi;tzm £o’ u:,l' .na chen 1f tm‘; conmittee

5 does not ran. that‘ n can d; :u: on this B111, as I say, ,

- at the carllut oppormn tx. o;' 1n any other commntee, -t
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studying that. ;qd Lv hchNOtg
smaller oempanion. enpccilllvﬁ

vas m,u- ux Pate t.nati?"wgu mpﬂe#n _‘an f*mua*
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I have a raelmg that mbp thu "om{'-;-h&a m,:rf ted”% o
1little more 1nterest and maybe a littla mnra aympathy,

i'

Ao

and the tromendous succésn ricontlyﬂor tha bis companlen,

,.

in aantrast co your little companies 1n asriculnura.

Lo

I thought might appaal to pGOple.;:
‘The contrast evary day, tha markat 13 maklng

f\

something on your blg companiea, and”évery day tha rate
of bankruptcles 15 naraaaxng I balleve only last week
1t hit a new high of 300, or two waaks ago.

Last year the bankruptcics rau aiong 235. But

now in the face of this 1ncred1blex1naraaae, almost, An

w Qa

the prosperity of your bis ones.tyou are haying your

et et
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o Committee and the Gbnémqsi would be sympathetic %o a

| change. ‘ | | |

- As I say 1t 18 nothing new. This hus&noon nr

lxquxdation ot youy, nmallgr compuntqn hun bocn solns
Senator Hilliama I wpn;d ;1ko~tn reply-noctha

senator., xy raaaan ror aukink thc qua-tion n reU'mnmcntn

3 on in an xnornaains paoa alncq Hbrld Uhr}ll'w

ago, as Ioladd. I nm vary aympathotic tofthafobaacxxv.

of your amondnants hara. and I think thpy arq wallﬁuorth
‘g v’

giving sarious cons;d;gat&cn to. But 5ha\ahairman in

§ e g &

T i,
R ,; B E “‘ .:
~,?rand I am 1nclined to’ agree with

hie parauaaiva manner
o f’é e

:Jﬂ.;

him -- had pointed ou .to'me, when I applied and sug.

T e g, et
‘ ’ ' : ...'“ gt - 5 ) "

gested offering thc amepdment to thia, ‘the same argument

that was q};nn to you.

I raa;ize we arp operating under a deadline and

v

that is the reason 1 asked the Queatlan; if there could

-

not be a bill later 1in unich Lt ‘could ba mutually agreed

that we could offar tﬁ: amandments and have our dsay in

sourt and then at cha vary same time giva an opportunity

to those uhn*wnuld‘ﬂitrer wiﬁh our raapectlve propoaala .
ao that thay might hama thalr opportunity to preaent

= their slde. Xet at the sane tima we would hava the

opportunity ta get our aida presented in our day in ocourt.

tlpnad that to ﬁhe senatar*

That Ls tha reagon‘I



1 am in appoattaon Bq uho unsndmant.

Jenator fulbright- I wouldn't expeot the com-
mittee to accept thtl withcut henrxng rrum the other
side. They have a 1Qsit1ua=e interest 1n it, and the

people who have a dxrro*nnt view ought to be heard. That
ia the last thing I voulq ausgeat. ¢

i

I don‘t expacﬁ ; gruat and suad.n reform in

this or any other rieldF;,This 15 a long. continuing

o, Yfa i*"
proceas. I only hope tha committea will see the need

‘5‘1‘

for 13.
’ ﬂ'h

It i8 & little acute now nhan At has been

?u

in the pas$. and I hapa the tlme has azmivea uhen some .
chenge can be uade to maka it possibla rbr the llttla ones

to survive.

» &.if the\ commlttee does noc‘ wish to have 1t now I
will be glad to offer 1t agaln. .
The Chalrman. I assure the senator this, 1f he
offers it to another bill there will be hearings and
ruli hearings. But it seems to me Lt*wpuld be unwise,

I believe. .
‘¥p. Frear. May I ask if you have any legislation

-

coming, that this may be appropriately offered?
The Ghairman; I have no desire -~ I want the
Senator to fully understand —- té suppress it. He him-

selr‘r@cognizgs the need of hearings. It is a very

s e i

R N

A e e

RO s e T

L RS



o
cog?

think it would be appropriate to any of these bllls as

&np@gtlnt hill. If nhaﬁscq to some extent the poliocles,
a}thuugh we have a dlrrcreéuial as the senator know#

of up to 325.900 the tax 1} 30 per cent. 350,000 the
tax 1s_uo’par cent. 8100, is Aifferent. 8o there 1s

.8 dirrarentlal thut exiats now.

Sonator Ful®dright, ;That 13 right, It just changes
it alightly. “ w .

"~ The Chasrman, The ?anator's bill 1s different

e
from that. i e ‘.
~ Senator Fulbright. It changes 1t slightly.

| « -

The Chairman. The %enator,will orrér 1t to eome
other bill. %e have very ?any important bills barofB"

this committee. We have vzry many. When we can work 1t .

in we will be glad to.
Senator Fulbright. |I would welcome a suggustion

from the committee or the rman. I you have any you
think 1t 13 eapecially apprqpriate to, I would be glad
to hava a suggestlion about that. I certainly will endeavor
to find one myeelf. |

The Chairman. I guess the staff can refer it for

the senator. . .

"

Senator Fulbright. I will confer with the staff.

Senator Smathers. MKr. Chalrman, suppose we didn't
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5qnntnr Ullliqn-. It uuuld qlmooc have to be

orrnrod .l qn qnnndnnnt.
" aonq&ar Fulbraghu. To confomz with that require.
nouu Lt haa zc be . an amendment. | | .
f Eqnator‘williqpa.: One could be amlactaa that
’Huuld bﬂ. or to _h;°? 1t could bo attaﬂhed.

Scnutor Fhibriéht. I wculd be vurw glad to do
tha%. I an puticnt qbdut 1:., I am williug to. ;iiﬁp by
the aomttee. | |

,“Seqatar F?earﬁr Is there anyone.over 1n-théfH;uaé,
would that orig:nato‘?here7

Senator'Fulbriéhx. I have discussed i1t with the
membars from Arkansas and the Committee, Mr. Mills., 1
don't lika to speak ror other people or thelr attitude
toward tha 81115 in any case, because they will gpeak for
themselves. But I have discugsed it with Mr. Millg
recently. However, it was too late fop them to consgider

it.
The Ghai#man. They are sending bills over con-

stantly. It would dbe better to originate from the House

- because it is a'major tax measure. ‘Under the Constitution

all such measurss should come from the Houae.

Senator iraar.i zr, Chalrman, f certainly must
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and 1t?d°"9'?%ﬁppﬂéf thero.;;

.;:;3“;“;. T
'bﬂ lncludad for tha record, | ;
- - ‘TBBHChqiypap
+ s R %ﬁ" W o, -

Senazcr Fulbright.’ And any'and all or the ir

f papers 1 have refarrud ta,twhlch ‘are not already in the .i
L record, I wiah to errar. | 3
, N o

The cha&rnan Aany_l |
Btnﬁenant cr quitabla Beadjuatment of Tax Burden

.t

tor Suall Buuinega - Ulthout Revenue Loss, is

as xollogn:) | >




Income subject to
normal tax and
surtax

85

solifest ;- incresse of mev firms 55,000, -
s Wﬁ%ﬁa., P

3

&

orporate

8 5,000 9
00N

s

{ ‘== Exclusively small businesses.
3 1955, 10,99,

ks g 24 i C ‘
ng. ' Dexter M, Keezer, V.P., McGrav-Hill Publish-’
ite (present corporate tax rate) means that.

units st the sxpense of smaller units
§ sconowis significence,’
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tax mm) show out of

952 Theces
‘ mrmwo. ‘This proposal -
wm ~-mw:':mm-.

‘j( ,?1 corporations with sssets
mwaomr _“’_ulu eoa-powctou- $100, 000,000

‘ 'mm‘y V.P;, McGraw-Hill Publishe~

§ ; ‘eorporate tax rate) means that.
i ate units: stithetexpénse-of smaller units,
11:1:::.1; ‘and. ewncuic s gnificance,

o A :‘ “ i : '?W%m%m-iﬂr

. /O0E L 6,000 i, koo 1,600 26,7
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Yenrs ' these; 33,426 were  fpactive; apd -
 far "&ha greatest . concentration of: mm%

. - ala less than $250,000 per. year. 658,

‘ ,‘m md less than that amownt. Atable

mw;mm of m corpomtm in tha m:l_ous mcmc

o

v Hurber of Comemtimis

VM& i‘tﬁ‘ - ey U
‘ m"’;’s*m - 207,201 §
e Sami;l" 5‘3:30& - 186,495 ’ ‘ . 5
25,000 -"5«395000 - | 5,769 i
, 500,000 = 1,000,000 - —goh3 ) X
, 1,000,000 - 5,000,C.0 - 3,620 .
: S,GJ0,0C@ - 10,000,000 - 55 :
Over 10,600,000 - 500 ~ |

' In terms of iLeir shure of the nati ona.l income, however, ihe
corporations esrning. gd“‘c 3 HG cr mre received o disproportionate shaxe

Q¢ the iotal corporasic Inccme. emot fucowe or all the corpoxrntions o
a5 opproximately $40 billion. (J,L thic sum, corporations ecraing :

250 o070 per J@G.r ox wore a,..cmmtczl Zor c.ppmxi.mtcl; +33 billion, or

uUpproL sately B pc:zcm » the toxal. In other words, © percent ol

Lo e oo ti,mxs eorned o7 u*o:ina ely 82 percont of 2ll cerporuie

N ',-r::ing;a It s zpporent ‘Lot those \&’.th Whe wadler fncanet rospuis




" Betwoen $50,000 ant $250,000 em,g03

Between $25o,mo and $1 nillfon 8k, 266 j S0z, TTT
Betweed %1 million and 5 m41140n® 33,579 %
Betwesn$5mm1m and 510 million 6,139 g

Between $10 million and $50 million 5,220 3 .
Between $50 million and 5100 million 78 ) B
Over 3100 milidlon Esh 3

Charscter of Qunershinp

»

It is apperent fram Lhe stetistics chow i..g the clacentration -
&

of corporations mong those with smell crrnings wnd Jow nssets bl
nital end crell conrnlingc.

the typicel cntreprenevr has & very lindied co
Contrast this with the typical stockholder. The lage full sludy o
shere ownership was mede in the same year for which I have Just listed
carporate Income and asset stetistice. This study, mode by the Brookliy:
Institution, shows that L.2 percent of the totcl populntion own z;tov}.,s
of public corporations. The publicly-owned co’"pomtioms cre. of course,
the lerger corporetions; for the day when 8 Henry Ford might per amhll,/
“own & huge sggregation of cepliial, :mich doeg business under the

cUrpornLe. z‘am, hw g@&u&e



of thnue‘3-7’1uwnnn$ ﬂt the families

over 55 percent axe sfock ownersiiand furthermore,"thafithi
percentage of Americen families QE ts for over 21 percent of the
swckhownsrmum iuthe onwmf- ?mat teble is ﬂsfcllm"

“Pedly Units Bolding m:um [ (Stecks
Distributed by Coubined Femily Incume

'_Sh'm-cwnina Family Unite

* Totol Fazxily v 3
: Populetion :
Reported Cm:mincd : P e : : Bstln~
Fandly Incame © ‘Per-;  INumber :4 of Group: ated : % of
‘eent: :Population: Number : Tolal
Less +than $2,00C 19.8 5,010,000 2.2 220,050 L€
52,030 1o VB,QOO 17.1 ‘u,JCJ,L». 3.5 310,'300 G5
3,000 to 4,0 22.C 170,395,007 b3 510,400 1.7
i,000 to 5,000 1850 G,a10,0.0 Tets Cld <00 1.y
£,0C0 to 20, 21.0e 10,450,0.0 19.0 L,,::Za,ouo h3.0
10,020 wnd aver 71,8800 ¢ 55.1 1,020,000 21,5
N ]
Motol fandilics 10C.0 50,000,000 7.5 54,750,00C utlC

“ mosed on anticipried 1074 incope before lancs as reporied W)oo

represeatative Jendly pozber, o »:;l.@,‘ <L hood. \

2 rently he Dow York ook Dieneage sode & ST Iy el L

LYLnCL? .sz,., to detisming how the vesious ineonc groups ghiw ne

'cl'-m c® cyursocticae on the Lew York Swock &ch&ngc For tic tes™~—
.’iuu LoJue l J’ % PO u'iwa- Ioxnws ol under s" ;—.:»0 gt 1319‘3’“0

‘f" O"‘” :-} Gu"u't..“"{. 28 'u:;'“ CANLNT LN e Thwoe wi L inconcs co f‘.)
. >

Cw s,n}.-, S b e -.—Em ol pEW ::-4 ., JC. e 2 C‘P the xrf«haﬁublio“uv J-u:»’-v
hv.:,‘ua O.Asu-) Tt vo '.‘:5’ ’e:w oo cm —-vLi \wq‘t iu:t :s-:- ‘m‘u I’I.J'tif.‘i")ﬂ 3 » et .}‘v i)‘.q"‘
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participated in 32.6 -percent of the transactions. Expressed in temms
of the number of shares bought, thosq with incomes of under 345,000 .
purchased 323,000; those with between $5,000 and $10,000 estimated
annual Income purchased 1,423,000 ghares; those with between $10,000
fa and $25,000 annual income purchased 2,020,000 sheres ond thosc with
i over $25,000 annual income purchased 1,826,000 shares. It is apparent
that despite the numerical superiority of those vho esxn less than
25,000 per year, they comprise o very smell sepment of the stockholders
of publicly-owned compenies. Conversely, despite the smell number of
persons who carn over 325,000 per year, their transactions make up
approximately one third of the morket on the lNew York Stock Exchonge.

The Brookings Institution study concluded: "The level of

‘ incone hos o direct influence on shexe ownership.” It is perheps .
- clso significant thot it is this group, with the highest incomes, who i

cre the sharcowners of tkhe lorge publicly-held corporctions, which
hae been benefited most b, ihe ciock merket rife of the past two Jeass,
hen 200 billion nee been ndded (g the value of the secwrliules listed
. cn the Dew York Secci oiwlouse rloane.  asswaing there gcre oo nan) oo

T mildion holderc ol seruritvics on the iew Yorl Stooln Liniiuge, thiu

overLres epprosinacely 13,08 per merion.
o 2 & .
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pmmmdms AND PARTNERSHIPS

R heve been gha.maa with mrerlmkins the proprictorship
andthepaxtnffahip.yxmmmmtthisismtthecue. Your
mitmumimabmtomenchcommtewmus,
mrmmmwwmmmum As T stated in my .
'wmmmmmmnu,thmmmmsm
mmmmmuwmommimbm -o-butvecmmot achieve

vl f*%‘ tj?s e<f A m o ’ ' :
I think tm :;he Mvm ‘tex Tates should be revicwed

by your mittee a.t t.‘ne earlicst opportunity, ond that some woy be
round to rel;leve tha burdm: on individuel toxpeyers from wvhatever
source tbelr income may be. dcrivad. However, I do not think that ny
amendment should fail :!Serely becat;ée other worthy changes cannot be
acccmplisﬁed siﬁzlténeously. If the Federal income requirements
cannot pymit & mvenue reduction, then I urge your coaomitiee to s=ck

“ ) other meens to encoursge the survivel and growth of smull businesces
,‘, - b which are not incorporated, or which do not file tax returns ag corpor-

ations, as permitted b;” cxdsting lav.
I ainccrcly bope that you will not deley this higily desirellc

tea: chonge merely because other worihy proposals ore nou cortenploved

by H. R. 2165, '
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Imm“ M;Mtwmtuwmww

amallimmeintmsmrmgemomm wmx.la.t.bgrebyimmm

the taxes, ordcmmhigc%eg, Qrslg,r¢nwiberqrm15toﬁk-
holders of large mmmm,mmwsx tbeantrepxmuu of

mllcommm,whomsmwbemphotmidemhhm
smematwmnments (3-15~56-B) wuldmdmetm

for all mmﬁm, 1; neada} dampu ;{agumt thgg'ahary. m |
other amendment (3—15-56-3me@.§ reise t@s ﬂ on tho;e e;;mtiens

heving a taxsble income in excess of $225,000. It is very intemstmz

to note from tax returns for 1952 -~ the latest statigiies availsble,
that out of 672,071 adtive corporations only 13 ,191; carned aver $250,00C.
So, this is the affect of my amendment -- (1) it would reduce taxes

for cspproximately 284 of all corporations, (2) it would incresse toxes
for epproximately 2% of all co‘rpomt;.ana , m;d (3)‘ it would increase

revenue by approximtel& 20 illion.
Now, consider [or o moment who would be affected by this

L

slicht 4oz incresse for only 2% of 211 active corporations. 4 recent
study on this subject, made by "t Survey Resear:ca Center of the

University of Mizl.igan, shows that (1) only 7% of 211 fmerican fomilies

swued publiely held stoeks and (2) that 8% of thls stock owning croup

senend over BfSths of 11l steel. It would appear thererore thst lece
swoed over - /Sths of vll puillely

noli ol slin awned by fndfviducds In 10C. Jaether Liudy pteae nd vl

iy
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stock wos held by thet 1% of
snnual inocmes of $15,000 and
Bo 1t would seem that’a ‘small tax 1ncreaue for the top 2%

of corponationa would have 11tt1e effect upen an-incame tocghclﬁers
if indeed, 1t would huve any ef:ect at all‘qpon tha dividenda gaia |
out by these 1&:@; co:porations with ennnmous earninsn 3

A

3 .
I renlize thet these rigures do not account tar tba stock

holdings of larzc 1nstitu$iunal investors, who held ahout 25% of
stocks autstanding in 1954, Ovar thrue»faurths of this institutional

investrent, however, does not henefit the awerage . It benefits
o o

other stockholders? Tnis is true of mmi:gs by the fire end cesualty
stock insursnce compsnies, open and closed ¢ 4 investiment companiec,
and bank adminig;ered nersonel trusts. In oﬁher words, I dcubt tlot
ony of whese institutioncl stockholders will be significontly srfecued

by tke srall increcose in taxes for "blue chip" corporations.
Probobly thke bect example of the effect on stockholders cun

be {llustroted by Genercl liotors coug.on stock., If the dividends of

Gererel lotors were te be reduced by “he ceatlie anount ¢f trnelr lax

inereasy, which of cotsse would not bopper, 1t would redice the wanuel

LB ¢

dividend b lecs teon L3¢ per shore.  In oxder for such oo divide:

- - o gt ey~ 'l.“."' - \m.a- } . m e A, .
Vo 4 2N Q.c..r . R T T -

vedurtta, 1o o, Y 0B Laavl
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mmtt&aﬁthmmsofmcmer%axm
mnmmuﬂ@t&mf m Om&)fotthen

lmkth@wwm. mthemm,Ithmktmsmmmm

tmsmasmitimtwforthemllstmsslinscmomtm,m
| oxrporet] hyutaxmcmasewmm;n

will be hardly mtiwable ’b:/ the corpore.tims and noticed not &t sll

by the relatively fevw ramilics vho own stock in them.
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nrcviaion would enhanee me agpeal of xny amendment, I would not
ob,ject. In fact, I can snhmit .ror“your congidemtion altexnatiyge

lenpucge which would reduce the mizmxn effective rate by 5% in 1957.
Onegroposﬂwouldsettﬁammlmataimtheamwtatm
the other propasa?l. wouldnakathmao%mﬁeﬁ"' recpectively. Jw
W%MWMMIJAILM y 7 OW
Y 2 of uM#I J»g ’t“ ﬂ-‘*““ﬁ‘w o (157
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