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UNITED STATES .ADVISORY COMMISSION ON 

INFORMATION 

TO BE MEMBERS OF THE UNITED STATES ADVISORY 
COMMISSION ON INFORMATION FOR THE TERMS 

INDICATED 

Mark A. May, of Connecticut, member for 
a term ot 3 years .expiring January 27, 1956. 

Justin Miller, of California, member for a 
term of 3 years expiring January 27, 1956. 

Sigurd S. Larmon, of New York, member 
for a term of 3 years expiring January 27, 
1957. 
DISTRICT oF CoLUMBIA REDEVELOPMENT LAND 

AGENCY 

Andrew Parker, of the District of Colum
bia, to be a member for the unexpired term of 
5 years from March 4, 1952. 

Francis F. Healy to be a member for a 
term of 5 years from March 4, 1954, as ~e
quired by section 4 (a) of Public Law 592, 
79th Congress, approved August 2, 1946. 

HOUSE OF REPRESENTATIVES 
WEDNESDAY,- MARCH 17, 1954 

The House met at 12 o'clock noon. 
The Chaplain, Rev. Bernard Braskamp, 

D. D., offered the following prayer: 

Almighty God, who art always bestow
ing upon us the blessin-gs we need, may 
our life this day be strong in faith and 
noble in service. 

Grant that in all our deliberations we 
may hear clear and unmistakable testi
mony that we are sincerely seeking the 
truth and the right answer to our many 
difficult problems. 

Lift us out of those unworthy tempers 
of mind that are alien and contrary to 
the spirit of our blessed Lord who went 
about doing good. 

May we be numbered amorig those 
who are P.rayiilg and ·laboring for the 
dawning of that day when mankind 
everywhere shall enjoy the blessedness 
of the more abundant life. 

Bless ~ith Thy healing touch our col
leagues who have been wounded in body 
and fill their· minds and hearts with 
Thy peace. -

In Christ's name we humbly pray. 
Amen. 

The Journal of the proceedings of 
yesterday was read and approved. 

MRS. MARIAL BECK 
Mr. LECOMPTE. Mr. Speaker, by di

rection of the Committee on House Ad
ministration, I submit the following 
privileged resolution <H. Res. 463) and 
ask for its immediate consideration. 

The Clerk read as follows: 
Resolved, That there shall be paid out of 

the contingent fund of the House of Repte
sentatives to Mrs. Marial Beck, sister of 
Ursula M. Leipold, late an employee of the 
House of Representatives, an amount equal 
to 6 months' salary at the rate she was re
ceiving at the time of her death, and an 
additional amount not to exceed $350 toward 
defraying the funeral expenses of the said 
Ursula M. Leipold. 

The resolution was agreed to, and a 
motion to reconsider was laid on the 
table. 

ACCEPTANCE OF THE STATUE OF sod, or extending into it, can wear a bit 
MARCUS :WHITMAN of green, on their clothing and in their 

Mr. LECOMPTE. Mr. Speaker, 1 ask hearts, as a token of love for Ireland and 
unanimous consent for the immediate for the saint who laid the foundations of 
consideration of Senate Concurrent Ireland's greatness. 
Resolution 57. In Catholic churches today, as the 

The Clerk read the Senate concurrent earth turns eastward, one after another, 
from the Marshall Islands, India, En-

resolution, as follows:· rope, Africa, the Americas, and the Ha-
Resolved by the Senate (the House of waiian Islands, rises up the prayer: 

Representatives concurring), That there be · 
printed with illustrations and bound, in 0 God, who didst vouchsafe to send blessed 
such style as may be directed by the Joint Patrick, confessor and bishop, to preach Thy 
Committee on Printing, the proceedings in glory to the gentiles, grant that, through his 
Congress at the unveiling in the rotunda, merits ·and intercession, we may be enabled 
together with such other matter as the joint to accomplish by Thy mercy, what Thou 
committee may deem pertinent thereto, upon commandest us to do. · 
the occasion of the acceptance of the statue Many who do not belong to what they 
of Marcus Whitman, presented by the State 
of washington, 5,000 copies; of which 2,ooo · may call the Church of Rome may yet 
copies shall be . for the use of the Senate, · echo the same prayer. In England, 
and for the use and distribution by the where so many Irishmen have risen to 
Senators from Washington; and the remain- high position, St. Patrick is honor.ed by 
ing 3,000 copies shall be for the use of the the Church of England as one of the 
House of Representatives, and for the use chief saints of the British Isles. Almost 
of and the distribution by the Representa- everywhere St. Patrick is held in honor, 
tives in Congress from the State of Wash-
ington. · as the symbol of Ireland's centuries of 

SEc. 2. The Joint Committee on Printing heroic resistance to · bondage-of Irish. 
is hereby authorized to have the copy pre- valor and love of freedom. 
pared for the Public Printer, who shall pro- From Israel and Italy, from Asia and 
vide suitable illustrations to be found with Africa, but perhaps loudest of all from 
these proceedings. America, arises today the great shout: 

The SPEAKER. Is there objection ''Erin go bragh.'' 
to the request of the gentleman from Let us all join to call down the bless-
Iowa? ing of God upon America and Ireland 

There was no objection. alike in words taken from the prayer 
Mr. LECOMPTE. Mr. Speaker, on attributed to St. Patrick: 

March 2 the House passed an identical I arise today through the strength of the 
resolution to that which has just been love of cherubim, in obedience of angels, in 
read. The Senate acted on .the same the service of archangels, in hope of resur
day. The gentleman from Washington rection to meet with r.eward, in prayers of 
[Mr. HOLMES], author of the resolution patriarchs, in predictions of prophets, in 

preachings of apostles, in faiths of confes
in the House, suggested that we adopt sors, in innocence of holy virgins, in deeds 
the Senate resolution. of righteous men. 

The SPEAKER. The question is on I arise today through the strength - of 
the Senate concurrent resolution. heaven: Light of sun, radiance of moon, 

The Senate concurrent resolution was splendor of fire, speed of lightning, swiftness 
agreed to, and a motion to reconsider of wind, depth of sea, stability of earth, 

firmness of rock. · 
was laid on the table. I arise today through God's strength to 

COMMITTEE ON AGRICULTURE 
Mr. ARENDS. Mr. Speaker, I ask. 

unanimous consent that the Committee 
on Agriculture may be permitted to sit 
this afternoon during the session of the 
House. 

The SPEAKER. Is there objection 
to the request of the gentleman from 
Illinois? · 

There was no objection. 

ST. PATRICK'S DAY 
Mr. ADDONIZIO. Mr. Speaker, I ask. 

unanimous consent to extend my re
marks at this point in the RECORD. 

The SPEAKER. Is there objection to 
the request of the gentleman from New 
Jersey? 

There was no objection. 
Mr. ADDONIZIO. Mr. Speaker, it is a 

pleasure to join in commemorating to
day the national feast and holy day of 
Ireland. All in Ireland. and all of Irish 
descent anywhere and everywhere in the 
world. rejoice .on the feast day of the 
glorious St. Patrick. Having a wife of 
Irish descent entitles me to some espe
cial claim to this great day. But even 
those who can claim no root or branch 
of the family tree springing from the old 

pilot me: God's might to uphold me, God's 
wisdom to guide me, God's eye to look before 
me, God's ear to hear me, God's word to 
speak for me, God's hand to guard me, God's 
way to lie before me, God's shield to protect 
me, God's host to save me. 

Mr. O'HARA of Illinois. Mr. Speaker, 
I ask unanimous consent to address the 
House for 1 minute. 

The SPEAKER. Is there objection to 
the request of the gentleman from 
Illinois? 

There was no objection. 
Mr. O'HARA of illinois. Mr. Speak

er, on this St. Patrick's Day I pay my 
tribute of love to the finest man I ever 
knew, my father, in whose veins coursed 
not one drop of Anglo-Saxon ·blood. He 
taught me as a boy always to be careful 
in writing my name t9 use a bold apos
trophe between the "0" and the "H" 
that there might never be doubt of my 
pride in my Celtic ancestry. 

All Americans of Irish blood of my 
father's generation were familiar with 
the career and the character of John 
Barry, the father of the American Navy. 
The name of John Barry was one to con
jure with. 

It is no overstatement, Mr. Speaker, 
to say that America has no greater hero. 
the Navy no prouder name. 0!1 this St. 
Patrick's Day we renew our pledge of 
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determination that the name of John 
Barry, father of the American Navy, 
shall have its proper place on the roll 
of imperishable heroes at Arlington 
Cemetery. 

I am closing my remarks by reciting a 
poem, The Grand Old Commodore, writ
ten by the late William Edward Furlong, 
of Chicago, a direct descendant of Com
modore John Barry. The Barry line is 
carried on by the two children of the 
author of this poem-Betty Furlong, who 
did service overseas with the United 
States Army in Japan, and William 
Barry Furlong, currently with the edi
torial staff of Newsweek in Washing
ton, D. C. 

THE GRAND OLD COMMODORE 

(By William Edward Furlong) 
'Twas in castled, warlike Wexford, county of 

a thousand fights, 
Where the ashes of old campfires mark the 

march of Norman knights. 
Tho' the fearless Gael, unconquered, strove 

with sword and carmin'd spear, 
Yet the Norman held from seabound Forth 

to far-famed Shelmalier. 

Came time the Norman's glory passed, his' 
power was overthrown, 

And Cromwell's grip now held the land the 
Norman thought his own. 

But since that day through war and peace in 
stirring Wexford tale, 

A common blood and fortune links the Nor
man and the Gael. 

So picture now an Irish boy of face and 
figure fine, 

Of knightly Barry's Norman race, and royal 
O'Kelly's line. 

He wandered on the strand of Forth and 
watched the shining sea, 

And-beck'ning o'er the rolling wave-saw 
opportunity. 

The boy became a sailor lad, the time went 
floating past; 

He grew to noble manhood in those years 
before the mast. 

Till, scarcely 30 years of age, he challenged 
oceans' frown 

As captain of the finest ship from Phila
delphia town. 

The musket shot at Lexington soon echoed 
round the world, 

And heroes sworn that on the sea their flag 
should be unfurled. 

And when they sought their sailormen for 
captains of the ships 

John Barry's name in quick acclaim rose 
from a thousand lips. 

Just 20 days from Philly port, his eager 
cannon roar 

In battle with a haughty foe-a British man
a-war~ 

In the story of our Navy, let that day be 
ever told, 

The first of Britain's battle flags was struck 
to Barry bold. 

On through the Revolution years, his banner 
raced the breeze, 

That bold Atlantic ranger sailed in triumph 
o'er the seas. 

For Barry of the Navy was the idol of his 
crew, 

They loved to spread the foeman's dread of 
the Barry derring-do. 

At last his fortune, wavering, saw doom upon 
his trail, 

Trapped between two speedy foes his ship 
could not outsail. 

They raked him fore, they raked him aft, still 
on the deck he stood 

Till a grapeshot tore his shoulder, and laid 
him in his blood. 

Tenderly they took him up and carried him 
below, 

And in his bitter anguish, he heard the cheer
ing foe. 

''How goes the fight?" he feebly asked. 
"We're lost," the hoarse reply. 

John Barry lifted up his head, a blaze came 
in his eye: 

"Carry me up to the quarterdeck, it's there 
my place should be, 

Don't quit the fight, 'twill soon be right, we'll 
yet win victory." 

And so they did, and so it was, for on that 
famous day 

Two British ships hauled down their flags 
to the boy from Wexford Bay. 

The lure of shining gold was tried to change 
his hero stand, 

Fifteen thousand guineas, and his choice of 
high command. 

He spurned the base proposal to join the 
traitor's tribe: 

"Not for all the gold in England will John 
Barry take a bribe." 

The peace was won, a decade gone, and then 
our need was seen 

To build the newer Navy, to teach the 
Algerine. 

On Barry, brave and noble-souled, our noble 
Washington 

Conferred the highest naval rank, as Captain 
Number One. 

And in the time when living men still knew 
those splendid days, 

As Father of the Navy, they hailed his name 
in praise. 

To crown the years that brought the boy 
from the rugged Irish shore 

To the man who won for the Stars and 
Stripes, the Grand Old Commodore! 

So write his name in stone and bronze, and 
never let it die, 

And may the Striped and Starry Flag forever 
gem the sky! 

Oh! keep his mem'ry laurel green in patriotic 
lore. 

American! An Irishman! The Grand Old 
Commodore! 

Mr. O'HARA of Illinois. Mr. Speaker, 
I ask unanimous consent that the gentle
man from New York [Mr. MULTER] may 
extend his remarks at this point in the 
RECORD. 

The SPEAKER. Is there objection to 
the request of the gentleman from 
Illinois? 

There was no objection. 
Mr. MULTER. Mr. Speaker, the sons 

of Aaron are very happy on this joyous 
day to join the good sons of all people 
in their tribute to the sons of Erin. The 
patron saint of Ireland, St. Patrick, was 
one of the greatest leaders of all time in 
the fight for freedom for all people. The 
pains of slavery which he suffered made 
him an even more deeply religious man. 

It is good to pause for a moment from 
the legislative duties of this House this 
day to think upon the life, and the deeds, 
and the glorious memory of a very holy 
man. 

Mr. RODINO. Mr. Speaker, I ask 
unanimous consent to extend my re
marks at this point in the REcoRD. 

The SPEAKER. Is there objection to 
the request of the gentleman from New 
Jersey? 

There was no objection. 
Mr. RODINO. Mr. Speaker

ERIN Go BRAGH 

We invoke holy Patrick, Ireland's chie! 
apostle. 

Glorious Is his wondrous name, a flame that 
baptized heathen; 

He warred against hard-hearted wizards. 
He thrust down the proud with the help of 

our Lord of fair heaven. 
He purified Ireland's meadow-lands, a mighty 

birth. 
We pray to Patrick chief apostle; his judg

ment hath delivered us in Doom from 
the malevolence of dark devils. 

God be with us, together with t~e prayer of 
Patrick, chief apostle. 

We make our own on this great day 
this prayer, written in the seventh or 
eighth century by the Irish poet, Ninine. 
May St. Patrick call down God's blessing 
today upon the holy land of Ireland, 
upon all of Irish blood throughout the 
world, and upon all who love Ireland. 

Ireland this day rises before the eyes 
of men, like an emerald set in the ring 
of the world. Men of divers nations and 
origins, men of various races, unite today 
to wish Ireland "the top o' the mornin'." 
I rejoice when I see a Jew or a Negro, a 
Dutchman or an Italian, or any other of 
our million kinds of American, sporting 
a sprig of green in his hatband, or wear
ing a Kelly green necktie. Let no man 
deny another the right to wear the green 
on St. Patrick's Day. We are all Irish on 
this day, wherever we live, wherever our 
ancestors lived. It is the love we bear 
for Ireland that entitles us to wear Ire
land's color. 

But on this day we in America remem~
ber particularly what America owes to 
those Americans who actually did come 
here from Ireland, and to their sons and 
daughters. We remember the Irish 
names in the rolls of our war dead, from 
the Revolution to Korea; in the lists of 
Medal of Honor winners; in the stories 
of pioneers; among the great of Ameri
can history in religion, law, politics, 
medicine, and industry. The contribu
tions of Irishmen to America have often 
been computed statistically, and demon
strated by lists of names-but the great
est contributions, the building of our 
railroads and canals, the making of our 
highways and cities, the farming and 
~shing and wood chopping to help feed 
and warm and house us all, have been 
done by the uncounted and unnamed, 
who came from Ireland, as from other 
lands, in obscurity, and lived and died 
here, not in the limelight of glory, but 
only that light they came here to enjoy 
and to spread-the sunlight of freedom. 

John Boyle O'Reilly, who demon
strated in his own life how thoroughly 
American one may be while remaining 
every inch and ounce an Irishman, wrote 
an eloquent. answer for the Irish immi
grants to the question, "What have ye 
brought to our Nation-building?" 
No treason we bring from Erin-nor bring 

we shame nor guilt! 
The sword we hold may be broken, but we 

have not dropped the hilt! 
The wreath we bear to Columbia is twisted 

of thorns, not bays; 
And the songs we sing are saddened by 

thoughts of desolate days. 
But the hearts we bring for freedom ar~ 

washed in the surge of tears; 
And we claim our right by a people's fight 

- outliving a thousand years; 
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What bring ye else to the building? 

0, willing hands to toil, 
Strong natures tuned to the harvest-song,. 

and bound to the kindly soil; 
Bold pioneers for the wilderness, defenders 

in the field-
The sons of a race of soldiers who never 

learned to yield. 
Young hearts with duty brimming-as faith 

makes sweet the due; 
Their trut h to me their witness they cannot 

be false to you! 

It is not only the touch of spring in 
the air that is turning the land green 
today, from Dublin and Derry, N.H., to 
Athlone, calif. It is the blessing of St. 
Patrick, falling on the new sod as on 
the old. 

Mr. SHELLEY. Mr. Speaker, I ask 
unanimous consent to extend my re
marks at this point in the RECORD. 

The SPEAKER. Is there objection to 
the request of the gentleman from Cali
fornia? 

There was no objection. 
Mr. SHELLEY. Mr. Speaker, 1,500 

years ago the great saint whose day we 
celebrate today, united Ireland spiritu
ally-an event which led to a political 
unity lasting for centuries and until com
paratively modern times. That spiritual 
and political unity, based on the teach
ings of St. Patrick, apostle of freedom, 
still inspires the vast majority of the 
Irish people-but its fullest expression 
is thwarted by the sad fact that a part 
of Irish soil is occupied by a foreign 
power. The British military and civil 
occupation of northeastern Ireland, con
tinuing as it does in an age when the 
spectre of Soviet communism casts a 
shadow over human freedom everywhere, 
presents one of the great threats to the 
democratic dream of a free world. It is 
incredible that the United States should 
continue to sit idly by and do nothing to 
remove that threat. 

We have engaged in a bitter struggle 
to insure freedom for Korea and its even
tual unity-a struggle, incidentally, in 
which the British troops engaged were 
but a small fraction of the 50,000 they 
use to keep a corner of Ireland subject 
to them. We are pouring men and ma
terials into Indochina in an effort to 
save it from Red domination. Yet our 
Government and this Congress refuse 
to make the small effort which would 
be required to drive the opening wedge 
in forcing the British monarchy to re
lease its stranglehold on Irish soil. The 
cost to us would be nothing in men or 
materials, but the return would be mag
nificent in terms of world opinion and 
restoration of faith in the honesty of our 
claim to leadership in the world strug
gle against dictatorship and human 
bondage. 

The moral pressure exerted if this 
Congress were to pass the Fogarty res
olution calling for a unified Ireland can
not be exaggerated. A sincere imple
mentation of the Fogarty resolution by 
our Department of State, which now has 
no apparent policy on Ireland, could not 
fail to shake to its evil roots the British 
system of overlordship which now keeps 
Ireland from taking its rightful place of 

leadership against the spread of atheis
tic communism faced by Western Europe. 

Twenty-five percent of the Members 
of the House have now signed the dis
charge petition to force action on the 
Fogarty resolution. Today-St. Pat
rick's Day-provides a real opportunity 
for a majority whose signatures are 
needed to add their names to that peti
tion. In any event, it is time for the 
United States to learn the lesson of St. 
Patrick and to strike a blow for the free
dom of his chosen people so that they 
may, in turn, strike a blow for freedom 
throughout the world. 

UNITED STATES ACADEMY OF FOR
EIGN SERVICE: SOLDIERS OF 
PEACE 
Mr. JAVITS. Mr. Speaker, I ask 

unanimous consent to extend my re
marks at this point in the RECORD. 

The SPEAKER. Is there objection to 
the request of the gentleman from New 
York? 

There was no objection. 
Mr. JAVITS. Mr. Speaker, I have to

day introduced a bill to establish a 
United States Academy of Foreign Serv
ice to provide more adequate and effec
tive orientation and training for tech
nical and other personnel serving with 
the Foreign Operations Administration 
and to provide trained personnel for the 
Foreign Service. 

We have been training young men for 
war at West Point since 1802 and at An
napolis since 1845; my bill proposes to 
create in addition a Foreign Service 
Academy to train our youth for being 
soldiers of peace. This legislation goes 
much further than previous proposals to 
establish an academy limited to train
ing for the Foreign Service. It recog
nizes the role of technical assistance in 
industry, agriculture, and government 
as a foreign policy function of the United 
States and provides training to develop 
our technical experts going abroad un
der various assistance programs in their 
knowledge of the countries in which they 
are to work and the people they will be 
working with to better prepare them to 
effectively bring America's message of 
production achievement and manage
ment to the free peoples of the world. 

Under the bill, students being trained 
for the foreign service would be selected 
by competitive examination from each 
of the country's congressional districts 
with additional quotas for the Territo
ries, the District of Columbia, and the 
country at large and would receive an 
academic degree: The aggregate num
ber of students would be determined by 
the Board of Trustees. Other students 
would attend without such restrictions. 
They all would receive the same pay and 
allowances as West Point cadets and 
Annapolis midshipmen. The Academy 
would be under the supervision of a 
Board of Trustees consisting of the Sec
retary of State, the Director of the For
eign Operations Administration, two 
Members of the House of Representa
tives appointed by the Speaker and two 
Senators appointed by the Vice Presi
dent. 

INTERNAL REVENUE CODE OF 1954 
Mr. BROWN of Ohio. Mr. Speaker, by 

direction of the Committee on Rules, I 
call up House Resolution 473 and ask 
for its immediate consideration. 

The Clerk read the resolution, as 
follows: 

Resolved, That upon the adoption of this 
resolution it shall be in order to move that 
the House resolve itself into the Committee 
of the Whole House on the State of the Union 
for the consideration of the bill (H. R. 8300) 
to revise the internal revenue laws of the 
United States, and all points of order against 
said bill are hereby waived. That after gen
eral debate, which shall be confined to the 
bill, and shall continue not to exceed 7 hours, 
to be equally divided and controlled by the 
chairman and ranking minority member of 
the Committee on Ways and Means, the bill 
shall be considered as having been read for 
amendment. No amendment shall be in 
order to said bill except amendments offered 
by direction of the Committee on Ways and 
Means, and said amendments shall be in 
order, any rule of the House to the contrary 
notwithstanding. Amendments offered by 
direction of the Committee on Ways and 
Means may be offered to any section of the 
bill at the conclusion of the general debate, 
but said amendments shall not be subject to 
amendment. At the conclusion of the con
sideration of the bill for amendment, the 
Committee shall rise and report the bill to 
the House with such amendments as may 
have been adopted, and the previous question 
shall be considered as ordered on the bill and 
amendments thereto to final passage without 

· intervening motion, except one motion to 
recommit. 

Mr. BROWN of Ohio. Mr. Speaker, I 
yield 30 minutes to the gentleman from 
Virginia [Mr. SMITH], and yield myself 
such time as I may require. 

Mr. ARENDS. Mr. ·speaker, I make 
the point of order th!jl.t a quorum is not 
present. 

The SPEAKER. Obviously a quorum 
is not present. 

Mr. HALLECK. Mr. Speaker, I move 
a call of the House. 

A call of the House was ordered. 
The Clerk called the roll, and the fol

lowing Members failed to answer to their 
names: 

Allen, Dl. 
Barrett 
Battle 
Bentley 
Bolling 
Boy kin 
Bramblett 
Buckley 
Byrne, Pa. 
Celler 
Chelf 
Chudotr 
Clardy 
Coudert 
Cretella 
Curtis, Mass. 
Curtis, Nebr. 
Dingell 
Dollinger 
Donohue 
Donovan 
Evins 

[Roll No. 33] 
Fa llon 
Peighan 
Fogarty 
Garmatz 
Granahan 
Green 
Harrison, Va. 
Hart 
Heller 
Holifield 
Holtzman 
Jensen 
Kearney 
Kelley, Pa. 
Kelly, N. Y. 
Keogh 
Klein 
Krueger 
Lane 
McConnell 
McCormack 
Mason 

Merrill 
Miller, N. Y. 
Moulder 
O 'Brien, N.Y. 
O'Neill 
Osmers 
Patten 
Philbin 
Powell 
Roberts 
Robslon, Ky. 
Rogers, Fla. 
Scott 
Shafer 
Short 
Sieminski 
Thornberry 
Velde 
Welchel 
Yorty 

The SPEAKER. Three hundred and 
sixty-five Members have answered to 
their names, a quorum. 

By unanimous consent, further pro
ceedings under the call were dispensed 
with. 
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REREFER~7CE OF BILI,; 
Mr. DONDERO. Mr. Speaker, I. ask 

unanimous consent that the Committee 
on Public Works may be discharg~d 
from further consideration of the b11l 
<S. 215> to provide for determining the 
compensation of certain persons whose 
lands have been flooded and damaged by 
reason of fluctuations in the water level 
of the Lake of the Woods, Minn., and 
that the bill be rereferred to the Com
mittee on the Judiciary. 

· The SPEAKER. Is there objection 
to the request of the gentleman from 
Michigan? 

There was no objection. 

INTERNAL REVENUE CODE OF 1954 

Mr. BROWN of Ohio. Mr. Speaker, I 
yield myself such time as I may consume. 

Mr. Speaker, this resolution, House 
Resolution 473, makes in order the con
sideration of H. R. 8300 under a closed 
rule which prohibits the introduction or 
consideration of any amendments ex
cept those offered by order of the Ways 
and Means Committee. It provides for 
the waiving of all points of order on the 
bill for 7 hours of general debate to be 
equ~lly divided between the majority 
and minority, and for 1 motion to re
commit the bill, either with or without 
instructions to amend. 

H. R. 8300, which the adoption of this 
rule would make in order for debate and 
consideration, is one of the most impor
tant, the largest, and the most compre
hensive legislative measures ever to come 
before the Congress, or before any other 
legislative body anywhere at any time. 
It contains 820 large pages of fine print, 
which in turn inCludes and carries 8,023 
different sections , of Federal tax law. 
It is accompanied by a committee report 
of 550 pages, explaining the bill. 

This measure, H. R. 8300, has taken 
many long months, even years, to pre
pare. The Ways and Means Committee 
itself started public hearings on this bill 
early last year. More than 600 different 
witnesses were heard. Since early Janu
ary, until just a very few days ago, the 
Ways and Means Committee met for long 
hours, almost daily, to put this measure 
into the final form which is now before 
you. 

For the past 15 years members of the 
committee staff, along with representa
tives of the Treasury Department, have 
been studying the provisions which are 
contained in this measure, and the prob
lems which they are designed to solve. 
H. R. 8300 rewrites or recodifies the In
ternal Revenue Code; the first time it 
has been completely overhauled and re
vised completely since the year 1875. So 
I wish to point out, and to emphasize to 
the best of my ability, that this is a tax
revision bill which we have before us. 
It is not, and was not prepared to be, a 
tax-reduction measure, as some may at
tempt to claim. It is, I repeat, only a 
tax-revision bill, and was solely devised 
for such purpose. 

The whole purpose and intent of this 
monumental legislative effort was, and is, 
to correct or to eliminate inequities, and 
to plug loopholes, in our Federal tax laws, 
and not primarily prepared for the pur-

pose of giving tax relief to anyone. True, 
in correcting the inequities found in the 
Internal Revenue Code, this bill will have 
the effect of reducing Federal taxes on 
the American people generally by an es
timated total of $1,400,000,000 during the 
coming fiscal year. Of this overall re
duction, individual income taxpayers 
will benefit by $778 million and corpora
tions by $619 million. 

However, because April 1 is fast ap
proaching, when certain emergency tax 
laws are due to expire, this bill carries 
some provisions in it which were added 
just a few short days ago. These par
ticular provisions or sections will extend, 
for another year, the Korean war emer~ 
gency increase of 5 percent in corporate 
income-tax rates, so as to bring into the 
Treasury an additional $1 ,200,000,000 -in 
revenue from corporations during the 
coming year-providing this bill is en
acted in to law. . 

Undoubtedly, during the next 7 hours 
of general debate, we are going to hear 
all sorts of talk and all sorts of argu-:
ments on this measure. Some will be 
sound and logical. Some will be dema
gogic, and for political purposes only. 
There will be those who will try to tell us 
and the country that this measure favors 
the corporations and the rich, and is 
unfair to the lower income groups of 
the Nation. Nothing-and I want to 
accent this-nothing could be further 
from the truth. Let us look at the facts." 
For instance, does this bill favor cor
porations? The truth is that this bill 
actually increases taxes on corporations 
during the next year by a net of $781 
million. 

If this bill is enacted into law, the 
corporations will be paying $781 million 
more in taxes in the coming year than 
they will pay if the measure is defeated. 
If we call this favoritism, I want no part 
of such favors so far as my own personal 
tax bills are concerned. 

Some will attempt to convince us that 
this bill will lighten the tax burdens of 
the rich, and increase those of the lower 
income groups. Nothing could be further 
from the truth. There is no tax reduc
tion benefit granted to any rich man in 
this bill that is not also granted to the 
poorest individual-income-tax payer in 
the land. The truth is that, percentage
wise, those in the lower income tax 
groups will benefit far more from the 
enactment of this legislation than will 
those in the high income tax brackets. 
Remember that. 

Of course, it is equally true that those 
who pay large amounts in income taxes 
will receive a greater dollar benefit from 
this bill than those who pay only a small 
amount of taxes. But percentagewise, 
the small taxpayer will benefit the most. 
There is no way this situation can be 
'changed unless we take certain groups 
entirely off the tax rolls of the Nation, 
for the more tax a man pays, the more 
he will benefit dollarwise, from any 
tax reduction arrangement which can 
be devised; and the less his income tax 
may be, the less he will benefit in dollar 
savings, although percentagewise he will 
get a greater tax reduction than those 
in the higher brackets. 

Why bless your hearts. Even under 
the proposal which I understand is to 

be offered tomorrow, in the form of a 
motion to recommit, for the purpose of 
increasing personal exemptions from the 
present $600 to $700, the taxpayer in 
the lowest income bracket will receive 
but a $20 tax reduction for each exemp~ 
tion while the rich man in the high 
bra~ket will receive an $88 tax reduction 
for each exemption. 

Can we properly charge the Member 
who will offer this recommittal motion 
and amendment--! understand he will 
be our colleague the gentleman from 
Tennessee [Mr. CooPER]-with showing 
favoritism for the rich and with being 
against those Americans in the low in
come group? No; I do not believe we can 
fairly do so. Then why should some of 
you charge those who wrote, or support, 
this legislation with favoritism? Those 
of you who propose to amend this bill so 
as to give more than 4% times as many 
dollars, in the form of tax relief, to the 
rich than you would give to the poor may 
yourselves have some explaining to do. 

There are those who may demagog 
and complain over the benefits this bill 
provides for those getting a part or all of 
their income from corporate dividend~ 
income which was already taxed more 
than 50 percent at the corporation level. 
They may claim and argue, perhaps for 
political purposes, that these provisions 
will give greater tax savings to the rich 
than to the poor. That is not true. Per
centagewise those in the lower income 
groups will receive greater tax relief than 
those Americans in the higher income 
brackets. On the other hand, it is, of 
course, true that the more income a per
son may have from dividends, above a 
certain level,. the more tax reduction he· 
will get in dollars under this bill, but 
this is true in any tax-cutting arrange~ 
ment anyone may be able to devise. Do 
not forget there are more people who 
own a small amount of stock than there 
are those who hold large blocks of it, and 
that the little stockholder-the widow, 
the orphan, the retired, and the aged
wants relief from the double taxation of 
corporate earnings just as much as the 
rich. Perhaps even more so. For those 
who have to live on their savings such 
reductions as we may make in the tax on 
dividends mean a great deal. 

No, my friends; do not forget this is 
not primarily a tax-relief measure. Do 
not let anyone tell you that it is. It is a 
tax revision bill, written and designed 
only for the purpose of correcting inequi
ties and plugging loopholes in our Na
tion's tax laws, and not to be used for 
selfish purposes, political or otherwise. 
Remember that if individual income-tax 
exemptions or rates are changed-and I 
hope that both may soon be-the way to 
do so is through the enactment of simple 
and direct legislation at the proper time, 
and not through endangering the long 
overdue tax reforms contained in this 
bill by adding some amendment to it. 

The Ways and Means Committee and 
its staff have worked long and hard on 
preparing this tax revision bill which is 
now before us. They have done a re-. 
markably good and outstanding job. 
This measure-H. R. 8300-will long 
stand as a legislative monument to them 
and to their wisdom. 
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Let us show our appreciation to that 

real American, Chairman DAN REED, and 
to his great Committee on Ways and 
Means, for the splendid service he and 
they have rendered our people by adopt
ing this rule and passing this bill with
out amendment. 

Mr. SMITH of Virginia. Mr. Speaker, 
I yield myself 10 minutes. 

Mr. Speaker, I find myself in a very 
unsatisfactory position on this bill, as 
I do not seem to be able to agree with 
anybody. 

Let me say first about the rule-! want 
to discuss the bill a little-but first about 
the rule, both the chairman of the Ways 
and Means Committee, Mr. REED, and the 
ranking minority member, Mr. CooPER, 
appeared before the Rules Committee 
and asked unanimously for this type of 
rule. This is what we have given them. 
It is the ordinary rule that is given in 
tax bills, which everybody knows are so 
complicated that it would be utterly im
possible to try to amend them on the 
:tloor of the House. So much for the 
rule. 

I am afraid that we have already in 
this year of our Lord 1954 granted more 
tax relief than the Treasury can afford. 
I call your attention to just those items 
upon which tax relief has already been 
granted in this year. In the first place, 
the increase of 10 percent in individual 
income taxes was taken off the 1st of 
January, allowed to expire. There was 
a cut in the revenue of $3 billion. Then 
we repealed the excess-profits tax, and 
that was a further cut of $1,700,000,000. 
Then we passed a bill the other day re
ducing excise taxes, which is going to 
cost the Treasury $900 million. This bill, 
if passed, reduces the revenues by a 
further $1,400,000,000. That is a total 
of $7 billion cut off this year in your 
revenues. 

Operating on a deficit basis, with a 
deficit budget staring you in the face, 
to reduce by $7 billion your expected 
revenue, which is over 10 percent of your 
budget, is just a little bit more than I 
can swallow, notwithstanding my desire 
and the desire of my constituents to have 
the very much needed tax relief. 

I should say in connection with the 
$1,400,000,000 reduction in this bill that 
$1,200,000,000 of it is recovered because 
the bill prevents the expiration this year 
of the 52-percent corporate tax. 

With those cuts of $7 billion in this 
year's budget, I just do not see how we 
can stand it. Many of us have been 
trying to balance this budget for a good 
many years. 

Now we are going to have a motion to 
recommit. I cannot find myself able 
to go along with that. The motion to 
recommit proposes to do away with this 
bill's provisions relative to relief to some 
-extent from the double taxation on divi
dends. The motion to recommit then 
proposes to raise the individual exemp
tion $100. That sounds like a mighty 
·small amount of money. The idea seems 
to be that by cutting off the reduction 
in dividend taxation and putting on the 
$100 exemption one is going to offset the 
other. But let us see what is going to 
happen. 

The reduction in dividend taxation is 
going to cost the Treasury $240 million, 
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but the raise in the exemption of $100 
is going to cost $2,300,000,000. In other 
words, the relief to the dividend receivers 
is only 10 percent of what is proposed 
to be cut off from revenues by the in
crease of $100 in the exemption. I do 
not see how we can go along with that. 

What we are confronted with in this 
bill is the situation that whatever we 
do we are going to do wrong. Some of 
us do not think it is time for any tax 
relief. We do not want to give the $240 
million dividend relief. Some of us 
want to give a whole lot more relief 
than we can afford to give. 

It is an election year, so all of us feel 
a little sympathy for our constituents 
back home, but what this really gets 
down to on the political end of it is the 
old, old battle of the Democrats trying 
to prove they are smarter than the Re
publicans and the Republicans trying 
to prove they are smarter than the 
Democrats. That has been going on for 
a long time, and will continue to go on 
after we are gone from here and some 
other fellows come here and try to do 
the legislating. Just remember, we have 
a lot of folks sitting home in the coun
try who have a lot more common sense 
than we have. A lot of them, like my
self, got their primary education in that 
little old red 1-room schoolhouse, 
and they were taught with the rod and 
the rule that 2 and 2 make 4 and noth
ing you can do here is going to convince 
them otherwise. Therefore, although 
we on both sides think we are pretty 
smart, I think the old fellow sitting on 
the cracker barrel with his whittling 
knife thinks that neither one of us has 
got as much sense as we think we have. 

Let us see the net effect of this bill. 
If we vote for the bill, then we keep 
the 52 percent tax on corporations and 
help our budget in that way. But, if we 
vote against the bill, then we give the 
corporations a break of. $1,200,000,000. 
Now what is a fellow going to do who 
wants to please everybody? In an elec
tion year? You know we used to have 
a very smart old Senator fr:om Virginia 
one time by the name of Claude A. 
Swanson. Some of our friends who have 
been here a long time remember him. 
Old Claude whenever he got in a quan
dary would say, "Boys, when you are 
in doubt, do right." I am wondering if 
that is not a good rule to follow today 
because while we, on both sides here, 
are trying to show that we are the 
smartest we are also proposing by the 
motion to recommit to eliminate seven 
million of our taxpayers, which is near
ly one-sixth of them from any taxation 
at all, and when we do that, we are 
making second class citizens out of 7 
million of our people who will never 
have any interest in tJ;le budgetary situ
ation of their country, or care whether 
we spend a lot of money or whether we 
spend the proper amount. Do not for
get this, my friends, while we here on 
this side are trying to show how smart 
we are, and raise this exemption and 
favor 7 million of our constituents, if 
we do it, there just happens to be an
other body over at . the other end of 
this Capitol, and they are going to see 
your $100 exemption and then raise you 
another $100. So, even if we are pretty 

smart, somebody else is going to be twice 
as smart as we are. 

If we pass this bill, there is going to 
be a net reduction in revenues of $197 
million and only $197 million. And the 
reason for that is that while the bill it
self will relieve taxes to the extent of 
$1,400,000,000, .$1,200,000,000 of that is 
going to be recovered by keeping the 52 
percent tax on corporate income. Now 
there is the story as I see it, and I got 
these figures from the horse's mouth. · 
There it is. Pay your money and take 
your choice. But, whatever we do here, 
do not forget there is somebody over on 
the other side that can and will raise 
your ante. 

The SPEAKER. The time of the gen
tleman from Virginia has expired. 

Mr. SMITH of Virginia. Mr. Speak
er, I have no further requests for time 
and yield back the balance of my time. 

Mr. BROWN of Ohio. Mr. Speaker, 
I yield the remainder of my time to the 
gentleman from Ohio [Mr. AYRESL 

Mr. AYRES. Mr. Speaker, some of the 
best advice a young man can get comes 
from his elders. Perhaps the best advice 
he ever gets comes from his father. This 
will come as quite a surprise to many of 
mN colleagues. It so happens that my 
daddy is a Methodist preacher, and he 
comes from Virginia. That is one rea
son I always respect Judge SMITH so 
much, and likewise his decisions. 

About 22 years ago, or thereabouts, 
when I left home to go to college, my 
father gave me some advice that has 
stuck with me. It was this: He said, 
"Son, when you know you are right, fight. 
If you think you are wrong, wait. If you 
know you are wrong, admit it.'' 

At 9:15 last evening, after listening to 
a television program in which the tax 
bill was discussed, I realized that I had 
been wrong, and I am here today to 
admit it. 

I perhaps have taken a firmer posi
tion to increase the exemptions than 
any Member of this House. It so hap
pens that I represent a district that 
includes 85,000 union members. In my 
district there are two weekly newspapers, 
circulated among thousands of people. 
One is called the Summit County Demo
crat, in which I am featured almost 
every week as having done something 
wrong. The other is called the Summit 
County Labor News, that likewise gives 
me preferred treatment. Along with 
that, at 7:15 each evening on the local 
radio stations the leadership of the 
United Rubber Workers of America 
sponsors a radio commentator who like
wise mentions the name of Congressman 
AYRES quite frequently. I have never 
done anything to please him. 

However, thank the good Lord, the 
rank and file of the people in that or
ganization have supported me in the 
past, and I think they will do so again 
if ·1 am honest with them; and that is 
what I am being today. 

Last week in the Summit County Labor 
News the headline was this: "Labor
Backed Campaign for Fair Tax Cut Bill 
Gets New Support." I, too, thought that 
the logical place to get tax relief was by 
increasing the exemption. As far back 
as November I gave a major speech in 
my district before the Witan Club, a 
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very fine organization of intelligent 
ladies. At that time I said that as 
Members of Congress, we should vote 
to increase exemptions. 

President Eisenhower was kind enough 
to grant me a personal interview on 
December 17. I spent about 10 minutes 
stating my position, in which I said 
that I felt exemptions should be in
creased. 

As reported in my hometown news
paper by Milt Freudenheim, Washington 
correspondent for the Akron Beacon 
Journal: 

On taxes AYRES urged increasing the $600 
income deduction for dependents. 

Then last Sunday, in this same paper, 
which has a circulation of about 175,000, 
a very able political writer, Clyde Mann, 
Beacon Journal political editor, had this 
to say in his headline: "AYRES Will Sup
port Income Tax Change Despite Party 
Stand." 

Then he went on to say that-
AYRES's position on the tax issue has taken 

the wind out of the political sails of at least 
2 of the 4 candidates for the Democratic 
nomination for Congr~ss. 

Now, I am handing them this gold
plated club to beat me over the head 
with if they want to, but in my heart I 
know I am right. Do you know why I 
feel I am right? Because I read the 
RECORD of March 27, 1947, and February 
2, 1948, and I did that this morning aft
er listening to the television program 
last evening. I have heard the former 
Speaker of this House give some very 
stirring speeches, and I have voted with 
him on a number of occasions. After I 
read what he had to say back in March 
1947 and February 1948, all I am doing 
is agreeing with what his position was 
at that time. He went on to say just as 
the gentleman from Virginia [Mr. 
SMITH] so ably pointed out, that we 
could not continue to go in debt. 

I am a small-business man, and I know 
tnat I could not justify operating my 
business along the same lines that this 
motion to recommit will force our Fed
eral Government to operate. 

It has been said: That which comes 
from the heart goes to the heart; ·that 
is the way I feel this afternoon. 

Mr. BROWN of Ohio. Mr. Speaker, I 
move the previous question on the reso
lution. 

The previous question was ordered. 
The resolution was agreed to. 
Mr. REED of New York. Mr. Speak

er, I move that the House resolve itself 
into the Committee of the Whole House 
on the State of the Union for the con
sideration of the bill <H. R. 8300) to 
revise the internal-revenue laws of the 
United States. 
· The motion was agreed to. 

Accordingly the House resolved itself 
into the Committee of the Whole House 
on the State of the Union for the con
sideration of the bill H. R. 8300, with 
Mr. WILSON of Indiana in the chair. 

The Clerk read the title of the bill. 
By unanimous consent, the first read· 

ing of the bill was dispensed with. 
The CHAffiMAN. Under the rule, the 

gentleman from New York [Mr. REED] 
will be recognized for 3% hours. and the 

gentleman from Tennessee [Mr. CooPER] 
for 3% hours. 

The Chair recognizes the gentleman 
from New York. 

Mr. REED of New York. Mr. Chair
man, I yield myself 40 minutes. 

Mr. Chairman, it has been very inter
esting for me to hear the remarks that 
have ·been made in regard to this revi
sion bill. I felt from the time that we 
started hearings on this bill that we were 
bringing forth something that was worth 
while to our country. 

As has been so ably presented here 
by the gentleman from Ohio [Mr. 
BROWN], this is a revision bill, a revision 
of fundamental laws of the country. 
Our independence arose out of the ques
tion of taxation. Napoleon said: "Give 
me control of the purse, and I care not 
who has the armies." 

This is fundamental to the very life 
of the Republic: Just tax laws. Our 
free-enterprise system must rest upon 
sound tax legislation. When you take 
too much in taxes, you weaken the Re
public, you weaken the spirit of the Re
public, you discourage the people of the 
Republic. 

Mr. Chairman, H. R. 8300, which the 
House is now to consider, is perhaps the 
most important legislation to come out 
of the Committee on Ways and Means 
in its long history. I have no hesitation 
in saying that, from a technical point of 
view, it represents an achievement of a 
scope never before even attempted. 

This bill represents a complete over
haul of all our revenue laws, the first 
since the enactment of the income tax. 
It removes hundreds of inequities which 
discriminate against all segments of our 
taxpaying population. It closes numer
ous loopholes through which a few tax
payers are today able to avoid their fair · 
share of the tax burden. It is designed 
to achieve a peacetime expansion of the 
economy which we have hitherto been 
able to achieve only in time of war. It 
will mean that more jobs, goods, and 
services will be available for all our 
citizens. 

Before going any further, I would like 
to tell you what this bill is not. The bill 
is not designed to meet any short-term 
economic situation. It is not designed as 
a tax-relief bill or, except insofar as it 
continues the corporate income tax, as a 
revenue-raising measure. The tax re
lief that is given and the revenue which 
it picks up is incidental to its purpose of 
removing inequities, closing loopholes, 
modernizing the statute, and expanding 
the economy. The bill has the full sup
port of the President and of the Secre
tary of the Treasury. This is in no sense 
a tax-cutting bill. Because of the in
creased efficiency which the Republican 
Party has brought to the Government, 
we have already been able to allow an 
income-tax cut to individuals of over $3 
billion a year to go into effect on the first 
of this year. We have passed an excise
tax reduction bill which will mean a tax 
saving of $1 billion a year to American 
consumers. This excise-tax bill, when 
enacted into law, will be the first sub
stantial excise-tax reduction bill since 
1932. Furthermore, we do not intend to 
rest on our laurels, and if I have any-

thing to say about it, additional income
tax cuts will be forthcoming. However, 
there is a place for everything. This 
bill is not· the place for further income
tax cuts. Having provided tax relief to 
individuals and consumers at the rate of 
$4 billion a year during the last 3 
months, it is clear that the revision of 
our antiquated, inefficient, and unjust 
tax laws must be given priority over an 
increase in personal exemptions. To 
contend otherwise, even in an election 
year, is to show a disregard for the eco
nomic future of the country and for the 
financial stability of the Government, 
which, I must say quite frankly, borders 
on the irresponsible. 

NEED FOR THE BILL 

Before discussing the substance of the 
bill, I would like to say a few words as 
to its background and as to why it is so 
badly needed. Every taxpayer knows 
that there is something seriously wrong 
with our tax laws in that they are dis
criminatory and are unduly complicated 
and obscure. Every Member of this 
House knows that, in many respects, 
they have been written so as to impede 
our economic growth. 

One reason for these defects is that 
all of existing law has been developed 
piecemeal. Sihce the enactment of the 
income tax in 1913, there have been at 
least 35 major revenue acts. The Inter
nal Revenue Code of 1939 codified prior 
acts but did not extend to a complete 
technical review of the provisions of 
these acts. As a result, duplication and 
unnecessary complexity was inevitable. 
For example, one provision in the new 
code relating to the time and place for 
paying the tax shown on the return re
places 34 different provisions in existing 
law scattered all the way from section 53 
to section 3791. Furthermore, these acts 
were designed with particular exigencies 
in mind and with little regard for the 
overall effect on the taxpayer. 

A second reason for the inadequacy of 
our tax laws is the fact that their basic 
provisions were written when only a rel
atively small number of Americans were 
income-tax payers. When the Internal 
Revenue Code of 1939 was enacted, less 
than 4 million people were income-tax 
payers. Today we have at least 55 mil
lion income-tax payers. 

A third and most important reason 
for this inadequacy is that many of our 
tax laws were written in days when the 
expansion of the economy through the 
free enterprise system was regarded as 
impossible or undesirable. If it had not 
been for the inflationary pressures of the 
war and the postwar years, the depress
ing effect of these laws would have been 
felt long before this. 

HISTORY OF THE BILL 

Work on the new code was initiated by 
a motion made by me before the Joint 
Committee on Internal Revenue Taxa
tion on August 15, 1951. The first step 
of our project was to find out what our 
taxpayers had to say about the tax laws. 
In response to questionnaires sent out to 
the general public, over 15,000 taxpayer 
suggestions for improvement in the In
ternal Revenue Code were received by 
our staff. In addition, our committee 
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held 25 days of public hearings-! say 
days, but more often than not the ses
sions lasted well into the night-and 
heard the testimony of over. 600 witnesses 
representing every class and segment of 
American society. All of these sugges
tions have been carefully weighed and 
evaluated. In addition to the sugges
tions of the general public, leading tax 
experts throughout the country volun
teered to work on problems in technical 
area, such as those relating to taxation 
of estates and trusts, foreign taxes, de
preciation, double taxation of dividends, 
pension trust and profit-sharing plans, 
corporate distributions and reorganiza
tions, consolidated returns, the definition 
of income, and others. The committee 
had the assistance of studies undertaken 
by over 27 national organizations, such 
as the American Bar Association, the 
American Institute of Acountants, the 
American Law Institute, the State bar 
associations, and numerous others. The 
congressional staffs and the -staffs of the 
Treasury Department and the Internal 
Revenue Service were mobilized and for 
many months have been working round 
the clock to analyze and evaluate all this 
material and to draft proposals for the 
consideration of the committee. Over 
300,000 man-hours-have been spent by 
these technicians alone, working on the 
bill. From the very beginning of this 
session the committee has been meeting 
every working day to consider these pro
posals. It is impossible for me to praise 
too highly the spirit in which all of the 
members of our committee approached 
this tremendous task. When I say all 
of the members, I mean just that because 
almost all of this bill, I am convinced, has 
the full support of the members of both 
parties. Only a very few of the provi
sions were opposed in committee by a 
majority of the minority members. 

REVENUE EFFECTS 

According to estimates of the staff of 
the Joint Committee on Internal Reve
nue Taxation, this bill will cause a loss 
of revenue for fiscal 1955 of $197 million. 
The provisions with respect to individual 
taxpayers will cost $778 million in loss 
of revenue. The provisions with respect 
to corporate incpme-tax payers will gain 
revenue in the amount of $581 million, 
because the bill extends for 1 year the 
corporate income tax rate. Here are the 
figures for the changes affecting indi
vidual taxpayers: Out of the total of $778 
million for individual income tax 
changes, $453 million represents direct 
and permanent loss with no anticipated 
future gain in revenue. These provisions 
are those relating to the head of the 
family, revenue loss of $50 million; the 
taxation of annuities, $10 million; the 
exclusion of retirement income, $125 
million; the liberalization of treatment 
for dependents, $85 million; the interest 
deduction on installment contracts, $10 
million; the increased limit with respect 
to individual charitable contributions, 
$25 million; medical expense provisions, 
$80 million; child care expense deduc
tion, $40 million; personal exemption for 
distributable trusts, $3 million; elimina
tion of the premium payment test with 
respect to life insurance, $25 million. 
The enactment of these provisions are 

necessary in order to remedy inequities 
in our tax laws. The balance of the im
mediate tax loss attributabJ.e to indi
viduals, which totals $325 million for fis
cal 1955, is contained in the provisions 
with respect to accelerated depreciation, 
$75 million; the dividend exclusion and 
credit, $240 million; the 25-percent de
duction for soil conservation expenses, 
$10 million. The enactment of these 
provisions is necessary in order to stimu
late the economy. They are designed to 
expand tax revenues in the long run. 

If we now turn to the provisions relat
ing to corporations, we will find that di
rect relief with no offsetting future gains 
will result in a revenue loss of $174 mil
lion for fiscal 1955. Almost all of the 
revenue loss is the consequence of a 14 
percentage point tax reduction to corpo
rations doing business abroad, $147 mil
lion. This provision is designed to cut 
down what we are asked to spend for 
foreign aid and to assist American busi
nessmen abroad in meeting foreign 
competition. The other provision is re
classification of depletion rates costing 
$27 million, and necessary in the in
terests of fairness. The other provisions 
with respect to corporations which en
tail a loss in revenue in fiscal 1955 will 
not result in any net loss over a period of 
years. Thus changes in the net operat
ing loss deduction which will lose $100 
million in fiscal 1955, and the changes 
in the tax law with respect to tax ac
counting which will cost $45 million in 
that year only represent primarily a 
shift in the timing of the deduction. In 
addition, the changes with respect to 
depreciation which, for corporations, 
cost $300 million in fiscal 1955 not only 
represent mere shifts in timing, but also 
are designed to stimulate the economy 
and broaden the tax base. 

A mere arithmetical projection of the 
estimates for depreciation gives substan
tial losses for future years. However, 
according to the experts who prepared 
them, these estimates are dangerously 
misleading because they do not take 
into account the increased activity which 
will result from the provision. 

CLOSING OF LOOPHOLES 

It is possible to give revenue estimates 
for only a very few of the provisions in 
the bill. Most of the changes which are 
designed to remove inequities will result 
in some losses of revenue even though 
they are negligible and cannot be esti· 
mated. However, the cumulative effect 
of all these changes might have a sub
stantial revenue effect if they were not 
at least offset by the closing of a whole 
series of tax-avoidance devices which 
exist under present law. For example, 
the bill will eliminate the trafficking-in
loss corporations by which many busi
nesses are able to avoid their own tax li
abilities. It effectively blocks tax avoid· 
ance through the use of collapsible part· 
nerships and other devices employing the 
partnership form. It closes the door to 
the device known as the "preferred stock 
bail out," by which the courts have per
mitted shareholders to withdraw divi
dends at capital-gains rates. It is much 
more effective in eliminating the collap
sible corporation device than existing 
law and blocks a whole series of loop.. 

holes which the use of the corporate form 
permits under existing law. It elimi
nates several methods by which insur· 
ance policies can be used as tax-avoid
ance devices. It deals with devices 
whereby executives of large corporations 
can obtain larger amounts of tax-free 
death benefits, as well as other tax ad
vantages which are not available to the 
average taxpayer. It closes a whole 
series of other loopholes. Rather than 
to explain all these in detail, I a.sk 
unanimous consent to insert at this 
point in the RECORD a list of over 50 
of such tax-avoidance devices which are 
eliminated by the bill. 

Now, of course, a great many tax
payers who have made lucrative use of 
these avoidance devices are very much 
opposed to this bill. They will do every· 
thing in their power to wreck it. 

They are much too smart to defend the 
loopholes in existing law. They know 
that none of the Members of this body 
are in favor of leaving loopholes in the 
law. So they have taken to calling this 
a rich man's bill. They think that if 
they yell loud enough that this is a bill 
for the relief of large corporations they 
can obscure the fact that the effect of 
the bill will mean a net increase in cor .. 
poration taxes of over half a billion dol· 
lars in fiscal1955. They think that they 
can get this Congress to ignore the fact 
that there is not a single American who 
does not have a vital stake in this bill. 

These cynical men are well aware that 
the most effective way of wrecking the 
bill is to amend it so as to make it cost 
the Government more in revenue than 
the Government can afford to lose. They 
are trying to get the Members of this 
House to do just that. 

The Democrats are using the device of 
personal exemptions to try to wreck this 
bill. That is their sole motive-to wreck 
the bill. If you destroy this bill you are 
going to set back the economy of this 
country and throw more people out of 
employment. But if this bill is enacted, 
you are going to see an immediate stim
u1ation of payrolls and an increase in 
internal revenue. 

SUBSTANTIVE PROVISIONS RELATING TO 
INDIVIDUALS 

Existing law contains many provisions 
which treat individual taxpayers un
fairly. The bill makes the necessary 
changes in these provisions. 

Head of !amily: Under the new code, 
a head of family will be entitled to the 
full benefits of income-splitting accorded 
to married couples. Under existing law, 
a head of household is only entitled to 
one-half the benefits of income-splitting. 
Unlike existing law, the new code will re· 
quire that the taxpayer actually support 
those dependents giving him the head
of-family status. The cost of this pro
vision is estimated to be $50 million for 
:fiscal 1955. 

Taxation of annuities: Under existing 
law, annuitants are required to report as 
income in each year 3 percent of the 
consideration paid for the annuity, even 
though most policies include interest at 
a much lower rate than this. While this 
provision penalizes all annuitants. it is 
particularly harsh with respect to small· 
tax payers whose main income comes 
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from annuities. Under the 3-percen~ 
rule annuitants can rarely recover their 
cost even though they live out their life 
expectancy. The bill remedies this sit
uation by providing that annuities are 
to be taxed under the life-expectancy 
method. Under the new code annua\ 
exclusions will be computed by dividing 
the total consideration paid for the an
nuity by the expected life of the an
nuitant. This will mean that where the 
annuitant lives out his life expectancy, 
he will completely recover his capital 
free of tax. The cost of this provision 
for fiscal 1955 is estimated to be $10 
million. 

Definition of a dependent: The new 
code makes three important changes 
with respect to the definition of a de
pendent. First, a taxpayer will be able 
to claim as dependents his children un
der 18 who are at school or college even 
if they earn over $600 a year, provided he 
supports them. This will eliminate a 
very real hardship for many low-income 
taxpayers whose children contribute to 
the family's income. 

Second, the bill provides that where a 
dependent is supported by two or more 
taxpayers they may agree on who gets 
the exemption. Under existing law, 
where an aged relative is supported by 
the joint contributions of a number of 
members of his family, none of whom 
could afford by himself to provide over 
half of the dependent's support, no one 
gets the exemption. 

The third important change which the 
bill makes in this area is to allow a tax
payer to claim as a dependent a foster 
child or any other person, regardless of 
relationship, whom he supports in his 
home during the taxable year. 

Retirement-income credit: Under ex
isting law, benefits paid under the so
cial-security program and certain other 
retirement programs of the Federal Gov
ernment are exempt from tax. The bill 
extends a substantially similar exemp
tion to all forms of retirement income. 
Under the bill, an individual who is 
65 years or over is granted a tax credit 
equal to the tax at the first bracket rate 
of the amount of his retirement income 
up tO $1,200. The bill employs substan
tially the same tests of retirement as 
those adopted for social-security pur
poses. An individual would be permitted 
to earn up to $900 a year without af
fecting the amount of retirement credit. 
However, earnings in excess of $900 re
duce, dollar for dollar, the amount of 
retirement income on which the credit 
can be based. In order to qualify for 
the credit an individual must have de
rived earnings of at least $600 a year 
in each of any 10 years prior to the tax
able year. A widow whose spouse would 
qualify under this requirement is her
self qualified. Where a husband and 
wife meet this requirement each can 
qualify for retirement credit. It is esti
mated that this provision will cost $125 
million in fiscal 1955. It will, however, 
benefit millions of retired school teach- · 
ers, policemen, firemen, civil servants, 
and other aged citizens who, because of 
rising costs and high taxes, have been 
unable to enjoy in their declining years 
the financial security to which their long 
years of service entitles them. 

Deduction of medical expenses: The 
theory of existing law is that taxpayers 
should be allowed to deduct unusually_ 
high medical expenses. However, at 
present taxpayers are often not able to 
deduct medical, dental, and similar ex
penses because of the limitation which 
allows a deduction for expenses only to 
the extent they exceed 5 percent of the 
taxpayer's adjusted gross income. This 
limitation is particularly harsh to low
income taxpayers for whom relatively 
small amounts of medical expenses may 
be extremely burdensome. The bill re
duces the present limitation to 3 per
cent of the taxpayers' adjusted gross in
come. I believe that this change will 
permit the deduction of all medical ex
penses which are more than routine. 
A significantly larger number of low
income individuals will obtain tax bene
fits from this change. For example, a 
taxpayer with $3,000 of adjusted gross 
income who has medical expenses of 
$150 will be entitled to deduct $60 of 
medical bills under the bill, whereas in 
the present law he is not entitled to 
deduct a penny of his medical expense." 
This relief will cost $80 million in 1955. 

Child care expenses: In many families 
where the husband or wife has died, or 
where there has been a divorce, there
maining spouse, in order to be employed 
must incur expense to provide care for 
the children. Many low-income tax_. 
payers in these circumstances are not 
able to afford proper supervision for their 
children, a fact which is attested to by 
the trend toward constantly increasing 
juvenile delinquency. The bill will per
mit widows, widowers, or divorced per..: 
sons, and also mothers whose husbands 
are mentally or physically defective, to 
deduct up . to $600 of the expenses in
curred for the care of their children 
under the age of 10 so that they may be 
gainfully employed. Similar expenses 
may also be deducted for children be
tween the ages of 10 and 16 who are 
physically handicapped and are unable 
to attend a regular school. This pro
vision is estimated to cost $40 million in 
fiscal 1955. 

Carrying charges on installment pur..: 
chases: Many taxpayers of limited means 
find it necessary to use installment plans 
in purchasing home appliances, automo
biles and similar types of consumer 
goods. These plans generally involve 
carrying charges which include interest 
often at a relatively high rate. Under 
present law, such interest charges can
not be deducted in determining taxable 
income, unless specifically designated in 
the sales contract. The bill will elimi
nate this discrimination against small 
taxpayers by permitting them to deduct, 
as interest, carrying charges up to 6 per
cent of the average unpaid balance on 
installment purchases during the year. 
This provision is estimated to cost $10 
million in fiscal 1955. 

Charitable contributions: The bill will 
raise from 20 to 30 percent the charitable 
contribution limit for individuals. This 
extra 10 percent is to be allowed only 
with respect to contributions to religious 
orders, educational institutions, hos
pitals, churches, and conventions of 
churches. The purpose of this amend
ment is to aid these particular institu-

tions in obtaining the additional funds 
they need in view of their rising costs and 
the relatively low rate of return they are 
receiving on endowment funds. The cost 
of this provision for fiscal 19·55 is esti
mated at $25 million. 

Premium payment test for life insur
ance: Under existing law, the proceeds 
of life insurance on the life of a decedent 
are subjected to a tax in his estate to 
the extent he paid the premiums on the 
policy even though the decedent gave 
away all his rights to the policy and re
tained no power to dispose of it, borrow 
against it, change the beneficial owner 
of it, or in any way treat it as if he owned 
it. This treatment discriminates against 
insurance. No other property is subject 
to estate tax where the decedent initially 
purchased it and then long before he died 
gave it away. The bill removes this dis
crimination by eliminating the premium 
payment test with respect to life insur
ance. It is estimated that this provision 
will cost about $25 million in the fiscal 
year 1955. 

Increase in personal exemption for dis
tributable trusts: The bill increases the 
deduction for personal exemption for 
distributable trusts from $100 to $300 
leaving unchanged the present $600 de
duction for estates. The purpose of this 
provision is so that small trusts will not 
have to report small amounts of capjtal 
gains realized during the year, a nui
sance to both the taxpayer and to the 
Government. It is estimated that the 
effect of this provision will be a $3 mil
lion loss in 1955. 

The bill makes numerous additional 
changes in the tax laws designed to bene
fit millions of individual taxpayers. 

Expenses of last illness: Under pres
ent law, medical expenses incurred in 
the last illness of a decedent may not be 
deducted in the final return of the de-· 
cedent if the expenses are not paid until 
after the decedent's death. Such ex
penses are, however, deductible for 
estate tax purposes. In the case of low
income families no estate tax liability 
will, however, be. involved so that no de
duction will ever be allowed for these ex
penses. Yet, it is precisely in the case 
of such low-income families that the ex
penses of the last illness may involve 
extremely serious financial hardship. 
The bill alleviates this hardship by per
mitting the deduction of the medical ex
penses incurred in the last illness of the 
decedent in the decedent's final return. 

Sickness and accident benefits: The 
bill provides that employers' contribu
tions to sickness and accident benefit 
plans are not to be taxed to the em
ployee. Benefits paid under qualified 
plans which are not intended to com
pensate for loss of wages will be ex
cluded · in full from the employee's in
come when received. Benefits paid un
der qualified plans which compensate for 
loss of wages are to be excluded only up 
to $100 a week less benefits under non
qualified plans. This provision will be 
of great assistance to employees with 
small incomes and will help such indi
viduals meet their expenses during 
periods of illness. A very important 
factor is that the bill grants exemption 
only to benefits paid out by qualified 
plans which do not discriminate against 
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low-paid employees in regard to benefitS 
so covered. It will thus have an impor
tant etfect in encouraging the extension 
of employer-financed benefits to rank
and-file employees. 

Employee death benefits: The bill lib
eralizes existing law by providing that 
death benefits paid to an employee's 
beneficiaries will be excludable up to 
$5,000 even though not paid under con
tract. 

Sale of inventions by inventors: Under 
existing law, an amateur inventor may 
receive capital gains treatment on an 
outright sale of his patent, but a pro
fessional inventor may not. However, 
if a sale arrangement results in royalty 
income, rather than installment pay
ments, even an amateur inventor re
ceives ordinary income tax treatment. 
These distinctions made by present law 
are arbitrary and confusing. They dis
courage scientific work. The bill grants 
capital gains treatment to both amateur 
and professional inventors, and elimi
nates the distinction between royalty 
and installment payments. As a safe
guard against abuse, payments for the 
invention must be completed in 5 years. 
In addition, the bill will permit inven
tors to spread back their income from an 
invention for the period they work on 
the invention up to 60 months instead of 
the pre1:ent 36 months. These changes 
are particularly designed to remove the 
tax barriers which thwart and discour
age the genius of the independent Amer
ican inventor. 

Meals and lodging: Under present law, 
if an employer furnishes an employee 
meals or lodging, the employee may have 
to include their value in his income even 
though they are furnished for the con
venience of the employer if there is any 
evidence that they are taken into ac
count in computing the amount of the 
employee's wages. The new code will 
remove this inequity. Under the new 
code the employee will not be taxed on 
the value of his meals or lodging if they 
are received at his place of business, and 
he is required to accept them in connec
tion with his job. 

Real estate taxes: Under existing law, 
if real estate taxes have become a lien 
against property or a liability of the 
seller before the property is sold, they 
can only be deducted by the seller. This 
is so even though the buyer and the 
seller make the usual arrangement that 
each is to pay the taxes for the portion 
of the year he holds the property. Under 
the new code the buyer and the seller 
will be able to divide up the deduction 
for the property tax in the year the sale 
of the property takes place according to 
the proportion of the tax burden 
assumed by each. This provision will 
be of great benefit to thousands of 
American homeowners. 

Sales of residence: Existing law pro
vides for the non-recognition of gain 
where a taxpayer sells his home and 
buys a new residence within a limited 
period of time, provided that the cost 
of the new residence exceeds the selling 
price of the old. The bill liberalizes this 
treatment by providing that the selling 
price may be reduced by selling expenses 
incurred in order to prepare the old 
residence for sale. 

Sales of real estate: The new code 
contains provisions whereby individuals 
holding a tract of real estate can dispose 
of it in lots at capital gains rates on the 
sale of properties held by them for in
vestment. Both of these provisions con
tain stringent provisions against abuse. 
They are necessary in order to remove 
uncertainty and inequity from existing 
law. 

The bill contains other provisions 
which are designed primarily to promote 
a sound and healthy economy. One of 
the most important of these is an 
attempt to partially alleviate the double 
taxation of dividends. 

Partial exclusion and tax credit for 
dividends received by individuals: Under 
existing law, the earnings of a corpora
tion are taxed twice, once as income in 
the hands o: the corporation and again 
when distributed to the shareholders. 
This is due to the fact that dividends, 
unlike interest, wages, or other it€ms 
which are deemed to be business ex
penses, are not deductible by the corpo
ration. Inasmuch as dividends are taxed 
twice, while interest is taxed only once, 
it is obvious that our present tax laws 
discriminate in a marked manner in 
favor of debt financing and against 
equity financing. Thus, it is not surpris
ing that the figures of the Securities and 
Exchange Commission show that of all 
new money otferings in 1951 common 
stock otferings represented only 18.6 per
cent of the total. The percentages for 
preceding years were 20.2 percent in 
1950, 16 percent in 1949, 10.3 percent in 
1948, and 16.6 percent in 1947. It is 
universally agreed that it is unhealthy 
for the economy for undue reliance to be 
placed on debt financing. 

This fact is high-lighted by evidence 
that the penalty on equity financing has 
been especially harmful to small busi
nesses without established earnings rec
ords which are not in a position to en
gage in additional debt financing and be
cause of the tax consequences cannot 
finance expansion through equity otfer
ings. The bill seeks to meet this prob
lem by providing that an individual may 
exclude from his gross income up to $50 
of dividend income from a domestic cor
poration during a taxable year ending 
after July 31, 1954, and before August 1, 
1955, and up to $100 of such income in 
years thereafter. In addition, the bill 
provides for a dividend received credit 
against tax equal to 5 percent of dividend 
income above the exclusion received after 
July 31, 1954, and before August 1, 1955, 
and 10 percent of such dividend income 
received after that date. The amount 
of the credit is limited to 2 percent of 
taxable income in 1954, 7 percent in 
1955, and 10 percent in 1956. 

The committEe adopted this approach 
because it felt that it was the most in
telligent approach to an admittedly seri
ous problem. The alternative suggestion 
that a credit be made available to cor
porations for dividends paid was rejected 
by the committee for the reason, among 
others, that it would, in etfect, make the 
remaining corporate income tax a tax on 
undistributed profits, thus discriminat
ing against small and growth companies. 
The tax laws of Canada and England 
give some relief from the double taxa-

tion of dividends. Canada grants a 20-
percent tax credit for dividends received. 
which is twice the amount of the credit 
proposed by the bill and is considerably 
more liberal for large taxpayers. How
ever, Canadian law does not provide for 
the exclusion of small amounts of divi
dends. 

This exclusion is, however, a particu
larly important feature of your com
mittee's plan because it will give a pro
portionately greater incentive to small 
taxpayers to invest their securities. It 
is estimated that 6.5 million Americans 
receive dividends from publicly held cor
porations and 44 percent of these divi
dend recipients had incomes of less than 
$5,000 in 1951. No figures are available 
with respect to the number of persons 
receiving dividends from nonpublic_y 
held corporations. It is extremely im
portant, however, for the growth and 
stability of the Nation that the owner
ship of corporate enterprise be spread 
even more widely among all our citizens. 
This prov~sion of the bill is estimated to 
cost $240 million in fiscal 1955. It is 
important to bear in mind, however, that 
it is designed to increase the revenue base 
and thus total tax revenues over future 
years. In addition, to the extent that it 
is successful in its objective of promoting 
a shift from debt to equity capital, it 
will pick up substantial revenue which is 
presently lost through the interest de
duction. 

Deduction for soil and water conserva
tion expenditures: Another extremely 
important feature of the bill is the de
duction for soil and water conservation 
expenditures. Existing law usually re
quires farmers to capitalize expenditures 
m ade to improve their land rather than 
allowing the deduction of these expendi
tures as current expenses. This means 
that the farmer can usually not recover 
any part of these expenses for tax pur
poses unless he sells his farm because, 
unlike factories or machines, land is not 
depreciable. The bill will allow farmers 
to deduct expenses for soil and water 
conservation, including those for level
ing, grading, terracing, drainage, con
tour furrowing, eradication of brush, 
planting of windbreaks, and other ex
penditures for treatment or moving of 
earth. The deduction is limited to 25 
percent of farm income. This provision 
of the bill will greatly encourage sound 
conservation practices. It will reduce 
the necessity for direct Government aid 
to farmers for these purposes. It is be
lieved that it will be a significant factor 
in increasing the productivity of our 
farms in future years, and, through the 
promotion of a sound farm economy, 
benefit all our taxpayers. The cost of 
this provision in fiscal 1955 is estimated 
to be $10 million. 
OTHER CHANGES PRIMARILY BENEFITING INDI• 

VIDUAL TAXPAYERS 

I have, of course, described only a few 
of the changes in the bill which are de
signed to improve the law with respect 
to individual taxpayers. Some of the 
other provisions in the bill would: 

First. Clarify the law with respect to 
mortgage foreclosures and the taxation 
on prizes, awards, fellowships, and 
scholarships; 
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Second. Extend for the duration of the 

Draft Act the present income-tax exemp
tions for members of the Armed Forces 
serving in combat zones; 

Third. Remove inequities in the tax 
treatment of employee stock options, 
theft losses, separate maintenance pay
ments, the sale of commodity futures, 
rental allowances for parsonages, and in
come from the discharge of indebted
ness; 

Fourth. Remove discriminations exist
ing with respect to lump-sum distribu
tions to employees from qualified pen
sion and profit-sharing plans; 

Fifth. Improve present code and regu
latory provisions dealing with the taxa
tion of income from estates and trusts; 

Sixth. Remove the discriminations 
against employees in connection with the 
deduction of transportation expenses 
and the expenses of outside salesm~n; 

Seventh. Permit stockholder-tenants 
living in cooperative housing develop
ments the same deductions for property 
taxes and interest which are available 
for homeowners generally. 
PROVISIONS PRIMARll.Y AFFECTING CORPORATIONS 

Turning now to corporations, the bill 
contains only two provisions relating to 
corporations which will have the effect 
of a permanent loss of revenue substan
tial enough to estimate. 

Foreign income: The first and most 
·important of these is to extend to busi
nesses having a substantial investment 
abroad, for which only corporations en
gaged in business in the Western Hemi
sphere can qualify under present law. 
In general, this provision will mean that 
a corporation will be entitled to a credit 
against tax equal to 14 percent of the 
income derived abroad from an active 
trade or business. Corporations which 
now are engaged largely in the importa
tion or sale of goods without conducting 
any other significant economic activity 
in the foreign country will not be en
titled to the credit. The reduction in 
tax is also denied where more than 25 
;percent of the foreign income is derived 
from the manufacture of goods intended 
for sale or use in the United States. The 
bill also provides that domestic corpo
rations doing business abroad through 
a branch enterprise can elect to be taxed 
on the profits of such branch in the same 
manner as if the branch had been or
ganized as a subsidiary corporation. 
This would mean that the domestic cor
poration would be entitled to defer tax 
on the profits of the branch, would lose 
its right to percentage depletion deduc
tions with respect to the branch opera
tions, and would not be entitled to de
duct a loss incurred by the branch 
against other ineome derived by the cor
poration. The aim of these provisions 
of the bill with respect to foreign opera
tions is to place American business 
abroad in a position where they can more 
effectively compete with foreign business 
also operating abroad and, by encourag
ing the export of American private capi
tal, reduce the necessity for foreign aid. 
The cost of these proVisions will be an 
estimated $147 million in·fiscal1955. 

Depletion: Under existing law, per
centage depletion has been granted to 56 
classes on nonmetallic minerals. Many 

of the classifications have been inexact 
and there has been much uncertainty 
and controversy in this area. The bill 
clarifies existing law and provides a 
grouping which is administratively more 
ieasible and competitively more equi
table. Under this revision there are a 
few increases, but no reductions, in the 
rates of percentage depletion allowed by 
present law and regulations. The cost 
of this revision is estimated to be $27 
million for fiscal 1955. 

The other provisions of the bill which 
primarily affect corporations and which 
involve an immediate loss of revenue 
substantial enough to estimate, involve 
changes in the law with respect to de
preciation, the net operating loss carry
back and permissible accounting prac
tices. None of these changes will involve 
any appreciable net loss in revenue since 
they are, to a large extent, mere shifts in 
the timing of deductions. 

Depreciation: The depreciation deduc
tion allowable against taxable income 
represents the exhaustion, wear and 
tear of property used in a business, in
cluding its gradual obsolescence. Un
der existing law most taxpayers have 
been required to use the straight line 
method, although some have received 
more favorable treatment. Under the 
straight line method the cost of the 
property is spread evenly over the years 
of service life, even though in most cases 
the property depreciates considerably 
more in the early years of its use than 
it does in the years immediately preced
ing its retirement. The bill would per
mit all taxpayers to use the so-called 
declining balance method of accelerated 
depreciation whereby about two-thirds 
of the cost of an asset can be written off 
during the first half of the property's 
life. This conforms to sound account
ing principles. The applic:;ttion of this 
treatment is limited to new assets ac
quired after the effective date of the bill, 
so as to obtain the maximum incentive 
effect. 

This provision of the bill is anticipated 
to have far-reaching economic effects. 
Incentives resulting from the changes 
are vital in order to help create thou
sands of new jobs each year and to main
tain the present high level of investment 
in plant and equipment. The bill will 
make it possible for management to as
sume risks which they would otherwise 
not take. By allowing businesses to re
cover a large part of their costs more 
quickly, it will be of particular assistance 
to growing businesses in financing their 
expansion. Farmers and other small
business men also have a particularly 
vital stake in this provision of the bill 
because the faster recovery of capital 
investment whicp it permits will enable 
them to secure short term loans which 
would otherwise not be available. 

The bill also contains two provisions 
designed to reduce sources of irritation 
and fruitless controversy between the 
Government and taxpayers. It provides 
that taxpayers and the Government may 
enter into written agreements as to the 
rate of depreciation. If either party de
sires thereafter to change the rate, he 
must bear the burden of prooi. It also 
provides that a depreciation rate used 
by the taxpayer may not be disturbed 

by the ·Internal Revenue Service so long 
as the useful life determined by the 
Service ro be correct does not differ by 
more than 10 percent from the useful 
life used by the taxpayer. 

The cost of these provisions in fiScal 
1955 with respect to both individuals and 
corporations is estimated to be about 
$375 million, assuming that all eligible 
taxpayers will adopt the new formula. 
In the immediately subsequent years 
there would be greater losses if the effect 
on investment were ignored, but it is 
highly likely that the provision will 
stimulate the economy to such an extent 
by that time there will be no net revenue 
loss under this provision. It should be 
emphasized that even with the changes 
proposed in the bill our depreciation 
policies will not be as liberal as those in 
effect in such countries as Canada 
Sweden, and Great Britain. ' 

Net operating loss: Under present law 
a net operating loss may be offset against 
net income of other years by means of a 
1-year carry back and a 5-year carry 
forward. The bill extends the period for 
the carryback to 2 years. The provision 
is believed essential in order to improve 
the equity of the tax system between 
businesses with fluctuating incomes and 
those with comparatively stable incomes. 
Because the additional carryback in
creases liquid funds, the provision will 
be of great benefit to small businesses 
which suffer reverses. The bill also 
makes some technical changes in com
putation of the net operating loss neces
sary in the interests of equity and to 
prevent avoidance. This provision is 
estimated to cost $100 million in 1955, 
however, this loss will be largely made 
up in future years. 

Accounting provisions: The bill con
tains provisions which, for the first time, 
will bring the income-tax provisions of 
the law into harmony with generally ac
cepted accounting principles. They will 
insure that all items of income and de
ductions are taken into account once, but 
only once, in the computation of taxable 
income. Thus, for example, the bill 
contains detailed rules with respect to 
the deferral of prepaid income and the 
setting up of reserves for estimated ex
penses. · These provisions deal only with 
the year in which the deduction is taken. 
The loss oi $45 million which is esti
mated in 1955 will be made up in future 
years. 

Accumulated earnings tax: The bill 
retains the penalty tax imposed by sec
tion 102 of present law on unreasonable 
accumulations of earnings. However, it 
amends existing law to minimize the 
threat to corporations accumulating 
funds for legitimate business purposes. 
It also restricts the application of the 
provision in the case of small companies. 
The new provisions are designed to pre
vent tax avoidance, while at the same 
time, to remove the barrier to economic 
expansion contained in present law. 

Consolidated returns: Present law 
provides that for corporations to join in 
the filing of consolidated returns, one 
must -own 95 percent of the outstand
ing stock of the other. The bill would 
reduce this requirement to 80 perc.ent. 
'I'his will make it possible for multicor-
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porate enterprises which, in effect, op
erate as economic units to be taxed more 
nearly as such. In addition, the bill 
codifies existing regulations on the sub
ject and makes needed technical 
changes. 

OTHER SUBSTANTIVE PROVISIONS 

The bill contains many provisions of 
tremendous significance to the economy. 
One of the most important of these re
lates to the deduction of research and 
development expenditures. 

Research and development expendi
tures: Present law contains no statu
tory provision dealing expressly with 
the deduction of these expenses. The 
result has been confusion and uncer
tainty. Very often, under present law 
small businesses which are developing 
new products and do not have estab
lished research departments are not al
lowed to deduct these expenses despite 
the fact that their large and well-es
tablished competitors can obtain the de
duction. The bill provides that, to the 
extent these expenses are incurred after 
December 31, 1953, they can be de
ducted or capitalized at the election of 
the taxpayer. If capitalized they may, 
if no other means of amortization is pro
vided, be written off over a period of not 
less than 60 months. This provision will 
greatly stimulate the search for new 
products and new inventions upon 
which the future economic and mili
tary strength of our Nation depends. It 
will be particularly valuable to small 
and growing businesses. 

Corporate distributions and adjust
ments: Existing law with respect to cor
porate distributions, liquidations, and 
intercorporate transactions, such as 
mergers and separations, is so uncer
tain that it has seriously impeded trans
actions which are desirable, both for the 
companies involved and for the economy. 
At the same time, it provides many op
portunities whereby taxes may be 
avoided. The bill contains a complete 
technical overhaul of these provisions 
which is designed to promote certainty 
and to permit legitimate and desirable 
transactions while lessening the possi
bilities of tax evasion. 

The bill provides for an effective date 
of March 1, 1954, in connection with 
most transfers or distributions in cor
porate mergers, consolidations and sep
arations. It has been brought to my 
attention that this effective date may 
result in some hardship which was not 
intended with respect to transactions 
that qualify under existing law and 
should qualify under the new code. Ac· 
cordingly, this matter will be brought to 
the attention of the other body so that 
these provisions will not become effec
tive, at least until the date of enactment 
of the bill, except as to those provisions 
necessary in order to prevent taxpayers 
from taking advantage of loopholes in 
existing law. The Department of the 
Treasury is in favor of this proposed 
change. 

Partnerships: The present statute is 
wholly inadequate with respect to part
nerships. The existing tax treatment of 
partners and partnerships is ·one of the 
most confused areas of the entire in
come-tax field. The bill contains _the 

first comprehensive statutory treatment 
of this area in the history of the income
tax laws. It will be of great benefit to 
thousands of small businesses which tra
ditionally operate in the partnership 
form. 

Pension, profit-sharing, and stock
bonus plans: This important area has 
received a thoroughgoing and much 
needed overhaul designed to eliminate 
uncertainties and reduce ambiguities. 
The bill provides ftexibility so as to en
able employers and employees to adjust 
their plans to their individual needs. At 
the same time, adequate safeguards have 
been provided to reduce tax avoidance. 

Estate and gift taxes: The bill retains 
the basic structure of this tax. However, 
the provisions have been rearranged and 
clarified. Inequities have been removed, 
and loopholes have been closed. The 
rates in effect under present law have, of 
course, been continued. 

Alcoholic beverages and tobacco: 
Existing law has been rewritten in this 
area to delete obsolete provisions, re
move unnecessary recordkeeping re
quirements and permit greater freedom 
to both producers and Government to 
meet changing commercial practices. 
These changes will make for a more em
cient administration of these laws. They 
will reduce compliance and administra
tive costs. No change in the rates has 
been made in this bill. 

PROVISIONS RELATING TO PROCEDURE AND 
ADMINISTRATION 

The bill makes a comprehensive revi
sion of existing law relating to procedure 
and administration. It has greatly sim
plified these provisions. Administrative 
provisions presently scattered through
out the code have all been brought to
gether in one place. The bill also makes 
important changes in existing law. 

Filing date of return: The bill post
pones from March 15 to April 15 the date 
for individuals using a calendar year to 
file their income-tax returns. A similar 
1-month postponement is provided for 
income-tax payers using a fiscal year. 
This change will greatly relieve the dim
culties taxpayers now have in preparing 
their return by the present filing date. 

Declaration of estimated tax by indi
viduals: Under present law over 750,000 
taxpayers have had to :fife declarations 
of estimated tax even though they had 
no payments to make. Several hundred 
thousand other declarations were filed 
where the payments were very small. 
Furthermore, the penalties attached to 
failure to comply with present law relat
ing to declarations of estimated tax are 
unduly complex and discriminatory. 
The bill revises these requirements and 
penalties. It will substantially reduce 
the number of declarations involving lit
tle or no tax and will thus produce sav
ings both for taxpayers and the Internal 
Revenue Service. In addition, a uniform 
6-percent penalty has been provided. 

Pay-as-you-go plan for large corpo
rations: Unlike individuals who pay 
most of their income taxes in the year of 
tax liability, corporations, under existing 
law, pay in the following year. Thus, 
their 1954 tax liabilities will be paid, 
under the Mills plan, half in March and 
half in June of 1955. Th~ bill provides 

for gradually putting large corporations 
on a pay-as-you-go plan, somewhat sim
ilar to individuals. Under the plan, when 
fully effective, corporations having an 
estimated tax liability in excess of 
$50,000 will be required to file a declara
tion of estimated tax and to pay half 
their income taxes in the year for which 
they report the income. 

Because of the $50,000 limitation, the 
plan will affect less than 10 percent of 
the corporations in the Nation. How
ever, the corporations which will be af
fected pay about 90 percent of the cor
porate income taxes. 

This is one of the most important fea
tures of the bill. 

CONCLUSION 

Mr. Chairman, this bill does not repre
sent the views of any single person. As 
in the case of all past revenue bills, I 
think that every member of the com
mittee can think of at least one pro
vision in the bill which he voted against. 
I certainly can. As a whole, the bill is 
the product of the devoted hard work of 
all of the members of the committee and 
of the technicians. For any of us to 
oppose it merely because he objects to 
one out of its thousands of provisions 
would not be in accordance with good 
sense or, I might add, with the longstand
ing tradition of this House in dealing 
with revenue legislation. 

Mr. Chairman, some people have told 
me that it is impossible to get a bill like 
this through Congress in an election 
year. I have been told that pressure 
groups are going to be able to ruin the 
bill. I have been told that we, the Mem
bers of this House, are going to play 
politics with this bill. I have seen it 
said that the Members on the right side 
of the aisle whose party has lowered per
sonal exemptions from $1,000 to $600 
have suddenly decided that, now that 
they are in the minority, they can afford 
to be irresponsible and that they are all 
going to vote to cripple the bill with an 
amendment which would utterly destroy 
the Government's financial stability. 
But, Mr. Chairman, I don't believe it. 
This bill is designed to create jobs, to 
help farmers, and workers, to expand 
business, to promote the technological 
development needed for defense and to 
provide more goods and services for all 
our people. It is a blueprint for a better 
and a more prosperous America. As 
such, it demands and is going to get the 
support of the Members of this House. 
LIST ')F OVER 50 WAYS IN WHICH THE REED BILL 

(H. R. 8300) WILL ELIMINATE TAX AVOIDANCE 
WHICH IS POSSIBLE UNDER EXISTING LAW 

First. Head of family, section 2: Under 
present law, it is possible for a taxpayer 
to qualify as a head of household and 
thus obtain special income-splitting ben
efits though he does not in any way sup
port the person giving him this status. 
Thus, a daughter with an income of 
$50,000 in her own right receiving no 
money from her father might neverthe
less give him additional tax benefits. 
Under the bill, a person must actually 
support a member of his family in order 
to obtain a head of family status. 

Second. Employee death benefits, sec
tion 101: Under present law, the bene
fic~aries of an employee may receive 
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from the employer up to $5,000 in tax
free death benefits. However, persons 
who are officers in numerous corpora
tions are permitted to arrange for all of 
such corporations to pay $5,000 each. 
In this way they can make arrange
ments to pay many thousands of tax
tree dollars to their beneficiaries. Em
ployees and wage earners are rarely, if 
ever, able to take tax advantage of these 
multiple arrangements. The bill closes 
this loophole by providing that the ben
eficiaries of any one employee will be 
permitted to receive only one $5,000 tax
free death benefit. 

Third. Proceeds of life insurance paid 
in installments, section 101: A life in
surance policy often provides that the 
beneficiaries of the policy may elect . to 
leave the proceeds with the insurance 
company to be paid out in installments 
over a long period of years. Along with 
the installments, interest is paid .by the 
company on proceeds during the period 
held by it. However, existing law pro
vides that this interest is not taxable to 
the beneficiary. The policy behind ex
isting law is to encourage persons of 
small means to leave their insurance 
proceeds in a safe investment with the 
company. However, the provision has 
been turned into a tax avoidance de
vice by wealthy individuals who may 
purchase extremely large policies for the 
.sole purpose of enabling their beneficiar
ies to obtain tax-free interest which may 
amount to thousands of dollars annually. 
The bill closes this loophole by limiting 
the interest which may be reecived tax
free to relatively small amounts. Under 
the bill, a wife may receive no more than 
$500 annually of tax-free interest and a 
child no more than $250. In the case of 
a wife and one child this represents the 
interest on about $50,000 face amount of 
insurance. 

Fourth. Health and accident insur
ance, section 105: Under present law, 
since health insurance is fully exempt, a 
wealthy president of his own corpora
tion may have the corporation take out 
health insurance for him-which is de
ductible by the corporation-and receive 
the proceeds tax-free even though they 
represent nothing more than a continua
tion of his $50,000 salary during illness. 
Under the bill, a top limit of $100 a week 
is set for such tax-free receipts and 
even then they will be nontaxable only 
if the company wishes the same bene
fits available for all employees. 

Fifth. Charitable contributions by in
dividuals, section 162: Under present 
law, a corporation cannot claim as a. 
business expense a contribution which 
cannot be allowed as a charitable deduc
tion because it exceeds the charitable 
percentage limitations. However, this 
-restriction is not applied to individuals. 
Under the bill, this limitation has been 
extended to individuals. 

Sixth. Amortization of bond premium, 
section 171: Under present law, a tax
payer may deduct the annual portion of 
any premium he paid for a bond, until 
the total premium has been deducted 
over the years from the time of acquisi
tion to maturity of the bond. However, 
where the bond has a call date prior to 
maturity, the premium can be amortized 
over the shorter period to the earlier call 

date. In some cases, a call date may be 
set within 30 days of issue, although it is 
known the bond will not be called until 
a much later date. In these cases tax
payers have been able to write off the 
entire premium within 1 year, thus re
ceiving an undue tax benefit. 

Under the bill, if the call date is with
in 3 years of the original date of issue, 
any premium paid cannot be amortized 
to the call date, but only to maturity. 

Seventh. Medical expenses, section 
213: Under present law, a person who 
is required to travel in order to cure or 
prevent a disease may deduct not only 
his transportation expenses but also his 
actual living expenses for food and lodg
ing while there, even though he would 
sustain such expenses while at home. 
Furthermore, under existing law, per
sons have claimed deductions for items 
not really medical expenditures, such as 
toiletries and sundries. Under the bill, 
only travel expenses may be claimed, 
not expenses for room and board. It 
is also made clear that only drugs, not 
toiletries, may be deducted. Further
more, as an additional safeguard, the 
amount that may be claimed for drugs 
is limited to 1 percent of the taxpayer's 
income. 

Eighth. Single-premium insurance and 
annuity policies, section 264: Present 
law contains a provision whereby a per
son who borrows money to pay for a 
single-premium life-insurance policy 
may not deduct interest paid to carry 
the loan. However, wealthy individmils 
have been able to avoid this provision by 
borrowing money and depositing it with 
the company for use in paying future 
premiums. They thus get the benefit of 
an interest deduction if the borrowed 
funds are used to purchase an annuity. 
Under the bill, no interest deduction will 
be allowed for such borrowed funds so 
that wealthy individuals will not be given 
a tax advantage over persons who can
not afford single-premium policies. 

Ninth. Related taxpayers, section 267: 
Under present law, to prevent abuses, 
losses on sales of property from one per
son to a related person, such as a father, 
or a son, are not allowed for tax pur
poses. However, various relationships 
have not been covered, with resultant 
abuse. 

Under the bill, three additional cate
gories of relationship have been inserted. 
Thus losses will no longer be allowed 
on a sale from a fiduciary of a trust to 
a beneficiary of any other trust created 
by the same grantor, from a fiduciary 
of a trust to a corporation controlled 
by the grantor of the trust, or from a 
taxpayer to a. charitable corporation 
controlled by him. 

Tenth. Acquisitions made to avoid in
come tax, section 269: Existing law con
tains a provision which seeks to prevent 
tax benefits to a taxpayer who acquires 
a corporation for the principal purpose 
of avoiding income taxes. However, this 
provision has been largely ineffectual. 
It has been strengthened in the bill by 
the imposition of a presumption that 
tax a voidance exists in certain defined 
cases which can be overcome by the tax
payer only by a clear preponderance of 
the evidence. 

Eleventh. Expenses related to cutting 
of timber and disposal of coal and tim
ber, section 272: <a> Under present law, 
precutting expenses incurred in the year 
of cutting timber are deductible against 
ordinary income, even though when the 
timber is cut, capital gain results. Un
der the ·bill, these expenses can be ap
plied only against capital-gain income. 
(b) Under present law, some adminis
trative expenses related to coal and tim
ber leases are available as a deduction 
against ordinary income even though in
come from such leases is treated as capi
tal gains. Under the bill, such expenses 
can only reduce the capital gains in cases 
where there is income under the leases. 

Twelfth. Municipal development 
bonds, section 274: Under present law, 
since interest on bonds issued by State 
or local governments is tax-free, a num
ber of local areas have issued such bonds 
on which they did not pledge their full 
faith and credit, used the proceeds to 
build a manufacturing plant, which was 
then rented to an industrial concern at 
a low rental aimed solely at paying o:ff 
the principal of the bonds. The rent 
was deductible and the interest tax-free, 
a device through which the tax exemp
tion of the local government is trans
ferred to a private business. The re
sult has been unfair competition be
tween localities. Under the bill, any 
rental paid by industrial concerns for 
the use of plants built with such funds 
will not be deductible for tax purposes. 

Thirteenth. Redemption of stock of 
a related corporation, section 304: Un
der existing law, an individual who owns 
all of the stock of a corporation having 
earnings and profits will be taxed at 
dividend rates if he sells part of his stock 
back to the corporation inasmuch as this 
transaction has the effect of a dividend. 
However, present law may permit an in
dividual to set up his business in two 
wholly owned corporations. As soon as 
one corporation makes money, he causes 
it to buy, from him, stock of the other 
corporation. Upon the sale of the stock 
of one corporation to the other he pays a 
capital-gains tax but he has, in effect, 
achieved exactly the same result as if he 
had paid out t,he money in question in 
dividends since his ownership in each 
corporation remains the same. The bill 
closes this loophole by providing that 
in such case the shareholder will receive 
dividend treatment in just the same 
manner as he would had he operated 
through only one corporation. 

Fourteenth. Distribution of LIFO In
ventory, section 308: Under existing law 
a corporation which values its inventory 
by the LIFO method can distribute this 
inventory to shareholders without pay
ment of any tax. Under present condi
tion corporations on the LIFO basis will 
generally have a lower cost for their in
ventories than corporations on the FIFO 
basis. Thus, a LIFO corporation might 
have a $100,000 cost for inventory worth 
$150,000 while a corporation on the FIFO 
basis might have a $150,000 cost. This 
means that if a LIFO corporation, in
stead of selling its inventory, distributes 
it as a dividend it will avoid -a tax at 
ordinary income rates on $50,000. 

The bill prevents this method of avoid
ance by taxing the LIFO corporation at 
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the time of the distribution of in· 
ventory on the difference between its 
cost under the LIFO method and what 
would have been its cost under the FIFO 
method. 

Fifteenth. Distributions of property 
subject to a liability, section 308: Under 
existing law, a corporation can avoid 
taxes by the distribution of a dividend 
consisting of property which is subject 
to a liability in excess of its basis. Here 
is an example of the way this device 
works: A corporation has property worth 
$1 million, but with a basis of only $200,-
000. If it sells the property it will be 
subject to a tax on the difference be
tween $200,000 and $1 million, namely, 
$800,000. So, instead of selling the 
property, it borrows $1 million against 
it. It then distributes the property sub
ject to the liability as a dividend. The 
shareholder will not pay a dividend tax 
because, while the property is worth $1 
million, it is subject to a liability of that 
amount so that the shareholder is neither 
worse nor better off than he was before 
he received the property. The share· 
holder, however, has a basis of $1 mil· 
lion for the property. He sells the prop .. 
erty for $1 million and since he realizes 
no gain he pays no tax. He then pays 
off the debt. It will be seen that the 
corporation has, by the device described 
above, avoided a tax on $800,000. 

The bill will impose a tax on the cor· 
poration if it distributes property sub
ject to a liability in excess of its basis, 
which will be based on the amount of 
such excess. 

Sixteenth. Preferred stock bail out, 
section 309: Under existing law a corpo .. 
ration with large profits of, for example, 
$1 million, may issue new preferred stock 
as a dividend to the holders of its com
mon stock. The shareholders pay no 
tax when they receive the dividend un
der Bupreme Court decision. They then 
sell the preferred ·stock to a large in
vestor for, say, $990,000 and pay only a 
capital-gains tax. They then cause the 
corporation to buy the preferred stock 
back from the investor who only pays a 
capital-gains tax on $10,000. In this 
way, it is possible, if certain court deci
sions are not overruled, for shareholders 
who may be in the 80 percent bracket, 
to withdraw their dividends from the 
corporation by paying only a capital
gains tax. The investor has made 
$10,000-less his capital-gains tax there· 
on-with no risk to himself. 

The new code will effectively close 
this possible loophole by imposing an 
85-percent transfer tax on the redemp
tion by the corporation of any such pre· 
ferred stock issued as a dividend. 

Seventeenth. Inventory dividends, sec .. 
tion 310: If a new corporation sells its 
inventory, it will realize ordinary income 
on which it will not only have to pay 
a tax but which will increase its earn· 
-ings and profits. If it then pays a divi· 
dend with the money so acquired, its 
shareholders will be taxed at dividend 
rates to the extent of such earnings and 
profits. Existing law in some cases per· 
mits the corporation and its shareholders 
to avoid both of these taxes by distribut
ing its inventory to its shareholders as 
a property dividend and having the 
shareholders sell it. 

While the bill goes not tax the cor· 
poration in this situation, it will permit 
the taxation of the shareholders by pro
viding that upon such a distribution 
the corporation's earnings and profits 
will be increased by the excess of the 
fair market value of the inventory over 
its cost. This means that the share
holder will pay a dividend tax on the 
dividend distribution. 

Eighteenth. Liquidation of corpora
tion in order to obtain stepped-up basis, 
sections 331 and 334: If an individual 
owns a corporation which, in turn, owns 
a depreciable asset on which deprecia
tion has been fully taken, but which has 
a fair market value well in excess of its 
basis, he may under existing law liqui
date the corporation and, by paying a 
capital-gains tax, get a step-up in basis 
to fair market value. He may then 
start depreciating the asset all over 
again. The new code closes this loop
hole by providing that assets in a liqui
dation cannot come over to a share
holder with a basis in excess of the 
asset basis in the hands of the sub
sidiary or his stock basis, whichever is 
higher. 

Nineteenth. Collapsible corporations, 
section 331 and following: The new code 
effectively closes the collapsible cor
poration loophole which is now dealt 
with ineffectively by the present code. 
A collapsible corporation is one which 
manufactures property and then liqui
dates without there being any realization 
of gain by the corporation and thus no 
tax at the corporate level. The prop
erty has appreciated in value over its 
cost and this appreciation is taxed at 
capital gains rates. Since the basis of the 
property becomes its fair market value 
at the time of the distribution, the share
holder receiving the property will ordi· 
narily pay no further tax upon a sale 
of this property. The present code con
tains a provision which is designed to 
close this loophole by taxing any gain 
on sale of the stock or upon the liquida
tion at the rates applicable to ordinary 
income. However, present law is inef
fective for several reasons. For example, 
it only applies to a case where there are 
10 or more shareholders involved. 

The bill effectively blocks the use of 
the collapsible corporation device by 
providing that appreciated inventory of 
this type will retain in the hands of the 
recipient shareholder the same basis 
which it had in the hands of the cor
poration. Furthermore, it provides that 
assets which are inventory to the cor
poration will retain their character as 
inventory in the _ hands of the share
holders so that tax at ordinary income 
rates will be imposed on the sale of the 
property by the shareholders. 

Twentieth. Contributions to operating 
facilities, section 355: Under present 
law, if a civic or like organization gives 
to a corporation a building or factory 
in order to encourage business in a par· 
ticular area, the grant is not included in 
the gross income of the corporation. 
However, the corporation is able to de· 
preciate the building even though it paid 
nothing for it. Under the bill, if such 
a grant is excluded from the corporate 
income, no depreciation will be allowed. 

Twenty-first. Assumption of liability 
in excess of basis, section 356: If an in· 
dividual transfers property with a basis 
of $200,000 subject to a mortgage of 
$100,000 to a corporation controlled by 
him in exchange for its stock, the stock 
will have a basis in his hands of $200,000 
less the amount of the mortgage; that is, 
-$100,000. This is so because the indi
vidual has been relieved of paying the 
mortgage. However, if the individual 
had borrowed $500,000 against the prop· 
erty, it is doubtful whether, under exist• 
ing law, the basis can be reduced to less 
than zero for the stock. In other words, 
under existing law he can escape com
pletely from any tax liability for the 
$300,000 by which the amount of the 
liability exceeds his basis for the prop
erty in the example given above. 

The new code closes this loophole by 
levying a tax on the amount by which 
the liability assumed exceeds the basis 
of the property when property is trans .. 
!erred to a controlled corporation. 

Twenty-second. Liquidation followed 
by reincorporation, section 357: Under 
existing law several courts have sane· 
tioned a device whereby the sharehold· 
ers of a closely held corporation can 
.often withdraw its earnings and profits 
at capital gains rates, thus avoiding tax 
at ordinary income rates, by liquidating 
the corporation and reincorporating the 
operating assets in a new corporation. 
The bill makes this method of tax a void .. 
ance impossible. It contains a specific 
provision which would impose an ordi~ 
nary income tax on the sharehblders in 
this situation. 

Twenty-third. Definition of a reorgan• 
ization, section 359: Present law con• 
tains a very inadequate definition of a 
tax-free reorganization, with the result 
that transactions which, in reality are 
sales, can frequently be cast in the form 
of tax-free mergers or consolidations. 
The new code redefines those transac· 
tions which for tax purposes must con· 
stitute tax-free exchanges. It does so in 
such a way as to make tax avoidance in 
this area very much more difficult. 

Twenty-fourth. Purchase of loss cor· 
poration, section 382: The new code will 
eliminate the trafficking in net operating 
loss carry-overs which is allowed to take 
place under existing law. Under present 
law, it is frequently possible for a suc .. 
cessful business to reduce its own tax 
liability by the device of purchasing a 
corporation which has a history of losing 
money and reducing its own taxable in· 
come by the net operating loss of the 
purchased company. The bill will close 
this loophole by providing that where 
more than 50 percent of the stock of a 
loss corporation is purchased, its net op
erating loss from past years which is 
available to offset future earnings will 
be reduced in proportion to the shift of 
stock ownership. 

Twenty-fifth. Restricted stock options, 
section 421: Under present law, restricted 
stock options could be granted over any 
period notwithstanding the fact that op .. 
tions granted over a long period of time 
are almost certain to benefit the em· 
ployee even though there is no action on 
his part to increase the success of the 
(!mployer corporation. Under the bill, 
options granted after the enactment o! 

-
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this bill must be exercisable over a period 
of 10 years or less. 

Twenty-sixth. Changes in method of 
accounting, section 481: Under present 
law, the Internal Revenue Service has 
been denied the right to make appropri
ate transitional adjustments in certain 
cases of involuntary change of account
ing method. Failure to make these ad
justments has resulted in double deduc
tions in some instances and escape of in
come from taxation entirely in other in
stances. Under the bill, it is specifically 
provided that appropriate transit ional 
adjustments are to be made in the future 
with respect to all changes of account
ing method. 

Twenty -seventh. Qualified pension, 
profit-sharing, and stock-bonus trusts
Taxation of invested business income, 
section 501: These are now completely 
exempt from tax even though they en
gage in- unrelated trades or businesses. 
Under the bill, these trusts would be 
made subject to tax on income derived 
from any unrelated trade or business and 
on certain rental income. Thus these 
trusts would be subject to tax on these 
sources of income just like charitable, 
educational, and certain other organiza
tions have been subject to tax on such 
income since 1950. 

Twenty-eighth. · Qualified pension, 
profit-sharing, and stock-bonus trusts
Prohibited transactions, section 501: 
Under the bill, these trusts would lose 
their general exemption from income tax 
if they engage in certain prohibited 
transactions, for example, loans by the 
trust to the employer-creator of the trust 
without receipt of adequate security and 
a reasonable rate of interest. Thus these 
trusts would be made subject to the same 
provisions designed to prevent abuse of 
the tax exemption privilege which have 
applied to charitable, educational, and 
certain other tax-exempt organizations 
since 1951. 

Twenty-ninth. Qualified pension, prof
it-sharing, and stock-bonus trusts--Pro
hibited investments, section 501: Under 
the bill, these trusts would also be denied 
exemption from income tax if they fail 
to comply with certain specific provisions 
regarding allowable types of investments 
for such trusts. These investment re
strictions will insure diversification in 
the investment of trust assets and there
by provide protection for employees and 
their beneficiaries against dissipation-of 
funds which are being accumulated for 
their retirement, a protection which does 
not exist under existing law. 

Thirtieth. Leasebacks by tax-exempt 
organizations, section 514: Under pres
ent law, tax-exempt organizations are 
taxable on rents derived from leasebacks 
which they enter into with borrowed 
funds, if the leases are for 5 years or 
more. A number of organizations have 
taken advantage of this term by making 
1-year leases-or no lease-but continu
ing to lease to the same person from year 
to year. Under the bill, if such a prac
tice is followed, the rents will become 
taxable in the sixth and succeeeding 
years. 

Thirty-first. Ownership of stock by 
tax-exempt organizations or trusts, sec
tion 542: Under present law, a corpora
tion m'y be excluded from the personal 

hol{!ing company provisions if more than 
50 percent of its stock is owned by an 
exempt organization or trust. The bill 
provides that an exempt organization or 
charitable trust shall be treated as an 
individual in applying the ownership 
rules applicable to personal holding com
panies, thus preventing avoidance of the 
personal holding company provisions. 

Thirty-second. Deduction of capital
gains tax, section 545: Under present 
law, a personal holding company is ex
empt from personal holding company 
tax on capital gains but allowed a deduc
tion for the capital-gains tax in com
puting the personal holding company 
tax. The bill denies this deduction. 

Thirty-third. Personal holding com
pany provisions, section 545: Under 
present law, the personal holding com
pany tax does not apply to amounts sub
ject to a lien. There is no requirement 
that, when the lien is lifted, an equiva
lent amount of income must be distrib
uted to the shareholders. The bill closes 
the loophole by requiring the inclusion 
in personal holding company tax base 
of such amount at the time the lien is 
released. The company will be subject 
to personal holding company tax unless 
it distributes such amounts to the share
holders as taxable dividends. 

Thirty-fourth. Estates and trusts, sec
tion 666: Under present law, trustees 
may withhold or distribute trust income 
depending upon the tax bracket of the 
beneficiary. Thus, if the beneficiary is 
in a high-tax bracket for a particular 
year the trustee may withhold any dis
tribution for ·that year and pay the tax 
itself on the income at the lower bracket 
rates applicable to it. Later on when 
the trustee distributes that income it 
will be tax exempt in the hands of the 
beneficiary. Under the proposed law, 
any distribution such as this will be 
deemed to have been distributed for the 
five immediately preceding taxable 
years, thus materially reducing the pos
sibility of tax avoidance by this device. 

Thirty-fifth. Avoidance through use of 
partnership fiscal year, section 706: Un
der existing law, taxpayers acting as a 
partnership can postpone payment of 
tax on as much as 11 months of income. 
They are able to accomplish the result by 
choosing for the partnership a fiscal year 
ending 11 months after their own tax
able year, thus taking advantage of the 
fact that they do not include in income 
amounts received from a partnership un
til the close of the partnership's year. 
The bill makes the device impossible by 
providing that a partnership or its part
ners may not adopt a fiscal year as a 
taxable year without the Government's 
approval. 

Thirty-sixth. Avoidance through sales 
between the partnership and a control
ling partner, section 707: Existing law 
recognizes loss in the case of a sale or 
exchange of property between a control
ling partner and the partnership, thus 
in many cases permitting the partner to 
obtain a tax benefit in the form of a loss 
even though he has not, in reality, suf .. 
fered an economic loss. The new code 
makes this avoidance device inoperative 
by providing that, in the case of a sale 
or exchange of property between a con·· 

tr·omng partner and the partnership, loss 
shall not be recognized. 

Thirty-seventh. Avoidance through 
stepup in basis of partnership property 
distributed to a partner, section 732: 
Under existing law, a partner in a part
nership holding a distributable asset 
upon which depreciation has been fully 
taken but which has a fair market value 
well in excess of its basis may distribute 
the asset, get a stepup in basis to fair 
market value and then start depreciat
ing the asset all over again. The new 
code makes this avoidance device inoper
ative by providing a carryover basis for 
the distributed asset. 

Thirty-eighth. Collapsible partner
ships, section 751: Under existing law, a 
tax at ordinary income rates can be 
avoided by the members of a partnership 
through the devices of liquidating the 
partnership or selling an interest in the 
partnership. Suppose a partnership has 
inventory with a value of $50,000 and a 
cost of $10,000. If the partnership sells 
the assets, the partners will be taxed at 
ordinary income rates on $40,000. If, on 
the other hand, they liquidate the part
nership, they will receive the assets as 
capital assets. They can then sell the 
assets and be subject to tax only at capi
tal gains rates. Much the same result 
can be achieved by selling an interest 
in the partnership where the chief assets 
of the partnership are in the form of 
highly appreciated inventory. 

The bill effectively blocks this avoid
ance device by providing that the inven
tory of a partnership will be treated as 
inventory in the hands of the partners 
if distributed to them and sold by them 
within a period of 5 years. Similarly, 
an ordinary income tax will be imposed 
upon a partner if he sells a partnership 
interest representing inventory which 
has substantially appreciated over its 
cost. 

Thirty-ninth. Sale of fees by partners, 
section 751: Present law permits a part
ner to get capital gains treatment where 
a member of a professional partnership 
sells, together with his interest in the 
partnership, his rights to uncollected 
fees and accounts receivable. For ex
ample, suppose that 2 lawyers--on a 
cash basis-are members of a partner
ship entitled to $50,000 in uncollected 
fees. If they remain members of the 
partnership until the fees are paid, they 
will pay ordinary income tax on the 
$50,000. But by selling their interest in 
the partnership for $50,000 they can 
achieve the same benefit by paying only 
a capital gains tax on the difference be
tween $50,000 and the basis of their part
nership interest. They are free, of 
course, to organize a new partnership 
the next day and continue in business 
as before. 

The new code closes this loophole by 
providing that when a partner sells his 
share as a partner to any rights to in-. 
come-which he has not included in in
come-he will be taxed at ordinary ·in
come rates. 

Fortieth. Limitation on losses in the 
case of partnerships, section 704 (d) : 
Under existing law, a partner may be 
allowed a share of the loss of the part
nership which is far greater than the 
cost to him of his partnership interest~ 
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In other words, he can get a tax benefit 
from a loss which he himself has not 
sustained. The bill closes this loophole 
by limiting a partner's allowable share 
of the partnership's losses to the cost 
of his interest in the partnership. 

Forty-first. Avoidance through termi
nation of a partnership interest, section 
761: Under existing law, partners may 
arbitrarily close a partnership year by 
taking on a new partner with only a 
nominal interest in the partnership. In 
this way, they can avoid taxes by shift
ing income from one taxable year to 
another. The bill makes this method of 
tax postponement impossible by pro
viding that the partnership year will not 
close unless the partnership's business 
is terminated or a sale of a major inter
est in the partnership is made to out
siders. 

Forty-second. Dividends received cred
it, section 854: Under present law, a 
corporation receiving dividends from a 
regulated investment company may be 
entitled to the 85 percent in the corp
orate dividends credit on such dividends 
even though the income of the regu
lated investment company may be de
rived, in large part or entirely, from in
terest income. The bill provides that, 
if the investment company derives more 
than 25 percent of its income from in
terest, the portion of the dividend which 
represents interest income shall not be 
treated as a dividend by the recipient for 
the purpose of the credit. In addition, 
a capital gain dividend is denied the 85 
percent dividends received credit. 

Forty-third. Holding period of proper
ty, section 1223: Under the bill, the hold
ing period of a noncapital asset ex
changed for a capital asset can no longer 
be tacked on to the holding period for 
the capital asset. 

Forty-fourth. Bonds and other evi
dences of indebtedness, section 1232: 
Under existing law, the discount element 
on bonds is considered capital gain on 
the sale, exchange or retirement of cou
pon or registered bonds and on the sale 
or exchange of noncoupon or nonregis
tered bonds. 

(a) Under the bill, the discount ele
ment on all bonds issued after January 
1, 1955, is to be treated as ordinary in
come, regardless of whether the bonds 
are sold, exchanged or retired. . 

(b) Since the distinction between 
coupon and noncoupon---or registered or 
nonregistered-bonds and between sale 
or exchange and retirement has been 
prospectively eliminated, it will no longer 
be possible for taxpayers to avoid ordi
nary income taxes by registering or sell
ing nonregistered and noncoupon bonds 
shortly before retirement. 

(c) With respect to bonds issued be
fore January 1, 1955-and, hence, not 
subject to new treatment--the bill pro
vides that noncoupon and nonregistered 
bonds must be put in coupon or reg
istered form by March 1, 1954, in order 
to receive capital-gain treatment on re
tirement. 

Forty-fifth. Gains and losses from 
short sales, section 1233: Under existing 
law, short sales always give rise to capi
tal gains or losses, regardless of the na
ture of the property involved. Under 
the bill, short sales will give rise to capi· 

tal gains and losses only where the prop
erty used to cover the sale is a capital 
asset. 

Forty-sixth. Option to buy or sell, sec
tion- 1234: Under existing law, the sale 
of options gives rise to capital gains or 
losses wherever the holder is not dealing 
in such options even though the under
lying property is not a capital asset. 
Under the bill, gain or loss on the sale 
of options will be considered a capital 
gain or loss only where the underlying 
property to which the option relates is a 
capital asset. 

Forty-seventh. Private noncommercial 
annuities, section 1241: Under present 
law, where appreciated property is ex
changed for the promise of an annuity 
by a private person, the courts have held 
that no capital gain is realized by the 
annuitant at the time of the exchange. 
Therefore, the annuitant can obtain a 
larger annuity in. this manner than by 
selling his property, paying a capital 
gains tax and then buying a commercial 
annuity. Under the bill, gain is recog
nized and taxed immediately when aP
preciated gain is exchanged for an an
nuity, so that the existing method of 
avoiding the capital-gains tax is no 
longer possible. 

Forty-eighth. Spread back of partner
ship income, section 1301: Under exist
ing law, a partner may in certain cases 
average his partnership income in any 
one period during which the partnership 
earned the income, even though he was 
not a member of the partnership during 
most of the period. Thus a partner in a 
law firm who receives $50,000 for a case 
in which the firm has rendered services 
over the past 25 years may average the 
$50,000 over such 25-year period, even 
though he has only been a member of the 
partnership for 2 years. The bill closes 
this loophole by preventing a partner 
from spreading back his share of the 
partnership income over the period be
fore he became a member of the part
nership. 

Forty-ninth. Spread back of split in
come to years prior to 1948, section 1301: 
Congress did not enact provisions per
mitting husband and wife in noncom
munity property States to split their in
come until 1948. Despite this fact, cer
tain taxpayers have been able to get the 
benefits of income splitting before this 
date. For example, a lawyer in 1955 re
ceives a fee upon completion of work be
gun in 1945. Although he :filed sepa
rate returns for the years 1945, 1946, and 
1948, he can, under existing law, con
sider that half of his fee was his wife's 
income for those years. The bill con
tains a specific provision closing this 
result. 

Fiftieth. Expenses of items chargeable 
to capital account, section 1312. Under 
present law, if a taxpayer expenses items 
which should properly be capitalized and 
subsequently, when the first year is 
barred by the statute of limitations, the 
item is capitalized for purposes of de
termining gain or loss on a sale or ex
change of the property, the Commission
er has no remedy with respect to the 
erroneous treatment in the earlier year. 
The bill permits adjustments in closed 
years where there has been an erroneous . 
capitalizing or expensing of items fol-

lowed by .an inconsistent · treatment of 
basis, thus preventing avoidance of tax.. 

Fifty-first. Transfer to donees, section 
1312: Under existing law, a taxpayer who 
is subject to the provisions of section 3801 
with respect to -an inconsistent treat
ment of the basis of property may, under 
certain circumstances, avoid the adjust
ment if there is a transfer of the prop
erty to a donee. The bill provides that 
the transfer to the donee shall not af .. 
feet the adjustment which might other
wise be applicable to the donor. 

Fifty-second. Credit for estate tax 
paid by prior estate, section 2013: Exist
ing law allows a deduction from the gross 
estate for property previously taxed 
which is measured by the rate of tax ap
plicable to the current decedent's estate. 
This can be illustrated by the following 
example: A dies leaving an estate of 
just over $60,000 entirely to B. A's 
estate will pay only a few dollars of 
estate tax. B, however, dies a year or 
two later with a large estate which may 
be liable for an estate tax at the rate 
of perhaps 50 percent. Under present 
law, B's estate may deduct the entire 
$60,000 which has been received from 
A's estate. Since he is in the 50-percent 
bracket, B's estate will have obtained a 
net tax benefit of $30,000, even though 
A's estate only paid a few dollars of tax. 

The new code closes this loophole by 
allowing a credit against B's estate which 
cannot exceed the tax attributable to the 
property previously paid by A's estate. 

Mr. COOPER. Mr. Chairman, I yield 
myself 40 minutes. 

GENERAL 

Mr. Chairman, the pending bill em
bodies a much-needed revision of our 
tax laws by making hundreds of admin
istrative and technical changes. It 
would delete much obsolete language, 
rearrange provisions for clarity and ease 
of use, and provide much simplification. 
In this respect it is very commendable. 

However, the bill embodies much more 
than administrative and technical re .. : 
forms of our tax laws. Many substan
tive changes would be made. The effect 
of these substantive changes, in most 
instances, is to reduce tax liability. And, 
in some instances, they amount to a 
basic change in tax philosophy. 

Many of these substantive changes are 
desirable, and I supported them. There 
are others which may be desirable, but 
which, in my opinion, should be deferred 
in preference to other tax reductions at 
this time. I question the principle in
volved in some of the other substantive 
changes. 

I question the basic approach of the 
pending bill. It is my opinion that the 
administrative and technical changes in 
it, which I fully supported, should be 
made in a separate bill. I do not believe 
that the substantive changes should be 
made in this same bill, as is proposed. 
There would be little difficulty in most of 
us agreeing to a bill embodying just ad
ministrative and technical changes. Not 
only do the substantive changes em
bodied in the bill open it to controversy, . 
but I fear that if there is an insistence 
that they be retained in the bill, when it 
reaches the Senate there is the likelihood 
that all of the good work done on the 
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administrative and technical changes 
will not become law. 

I am also disturbed by the fact that 
under the guise of an administrative and 
technical revision of the law, efforts are 
being made in the pending bill to change, 
1n some instances, basic tax philosophy. 

In any event, many of the substantive 
changes made in this bill have not re
ceived due deliberation by the Commit
tee on Ways and Means. The staffs of 
the Joint Committee on Internal Reve
nue Taxation and the Treasury Depart
ment together have spent over 2 years 
preparing recommendations for the bill. 
Extensive hearings were held, and some 
15,000 replies to questionnaires were re
viewed preparatory to making recom
mendations to be included. In contrast 
to this, the committee deliberated on the 
bill for only 6 weeks. In my opinion, · 
such a complete overhauling as this bill 
proposes to make, involving the most 
complicated laws which the Congress has 
ever written, would require at least 1 year 
to fully understand all the changes pro
posed and to intelligently approve exist
ing law as being as nearly perfect as we 
can make it. · 

The committee members in many in
stances were given drafts of proposed 
changes and immediately began con
sideration of them. We did not have a 
complete print of the bill until 1 week 
before it was reported to the House. 

I fear that in the hasty manner in 
which this legislation was handled by 
the committee, we will spend many 
weeks in the future straightening out 
the law, if it should become law. 

The analysis I have been able to make 
of the bill has led me to believe that 
some of the substantive changes pro
posed are ill advised. As the bill now 
stands, these changes on the whole are 
not fair and equitable for businesses and 
individuals generally. I say this be
cause, in almost every instance, in order 
for either an individual or a corpora
tion to benefit from the tax reductions 
in the bill, they must be in a peculiar 
circumstance. 

THE BILL AND MAJORITY REPORT ARE 
MISLEADING 

In the majority report, it is estimated 
that the net loss in revenue for the fiscal 
year 1955 from the changes made will be 
$197 million, of which $778 million is due 
to reductions and changes in the tax 
liability of individuals, and $619 million 
is due to reductions and changes in the 
tax liability of corporations. This makes 
a total revenue loss of $1.397 billion. The 
corporate tax would be continued at its 
present level of 52 percent for 1 year, 
producing $1.2 billion in revenue for the 
fiscal year 1955. 

This is the first time in my many 
years of experience on the Committee on 
Ways and Means that estimates have not 
been made of the effect of a tax-revi
sion bill on revenues in a full year of 
operation. I will say that the staff of the 
Joint Committee on Internal Revenue 
Taxation, upon my request, did furnish 
me with estimates of revenue losses in
volved in future years. I am concerned 
that the majority did not see fit to set 
forth these estimates in the majority 
report. When we consider the fact that 

the present corporate rate is being con
tinued, in the language of the majority 
with reluctance, for 1 year, it is my_ 
opinion that the main reason for doing 
this is to camouflage the true loss of 
revenue involved in the bill. 

The estimates furnished me upon my 
request show that the provi,sions relat
ing to the dividend exclusion and credit 
against tax alone, when fully operative 
after 2 years, will mean a loss of $814 
million a year in revenues. They 
also show that, on the same assumptions 
used in making the estimate used for the 
fiscal year 1955, the changes made in the 
provision relating to depreciation deduc
tions will increase the revenue loss each 
year, until a maximum loss of $2.2 billion 
is reached in 1960. Then the loss will 
taper off until an equilibrium point is 
reached, around 1970. 

Although it may not be entirely real
istic to add to the $1,W7 billion revenue 
loss for fiscal year 1955 the additional 
loss estimated under these two provi
sions when they reach their maxlmum 
point, it is the only means I have of 
pointing out just how much loss may be 
involved in a full year of operation. This 
adds up to a revenue loss of $3,796,-
000,000. 

Another point which I would like to 
make is the fact that, since the cor
porate rate is being continued for only 
1 year at the present 52-percent level, 
an additional reduction of $2 billion 
would be involved if it should drop back 
to 47 percent as scheduled on April 1, 
1955. 

I would also like to point out that, 
under the same assumptions made in 
arriving at the depreciation loss of $375 
million dollars for fiscal year 1955, the 
total loss in revenue involved in the 
change in methods of depreciation, up 
to the point where the change in de
preciation methods will have no effect 
on revenues, about 1970, will be $19,500,-
000,000. This $19,500,000,000 would be 
irretrievably lost to the Government. 
This, no one can deny, is very pertinent 
information which should be made avail
able to all Members of the House dur
ing consideration of this bill. Not only 
does this involve an enormous total loss 
in revenue, but the loss is spread over 
a number of years to come and might 
very well limit our ability to make de
sirable tax adjustments over these same 
years. 

It is also my opinion that the revenue 
estimates which were given us are too 
conservative. · 

It will be recalled that excise-tax rates 
which were scheduled to decrease by 
$1,070,000,000 on this coming April 1 
were continued in a bill which passed 
the House last week, for 1 year. I won
der if there is any good reason why the 
corporate rate could not have also been 
continued for 1 year in that bill. And 
while I am on the subject of excise-tax 
legislation, I am inclined to agree with 
the label which was given to that bill, 
describing it as the stepchild of this 
bill. I mean by this that the excise
tax reductions which were provided in 
that bill were not endorsed by the ma
jority so much for the reason that they 
felt that consumers were deserving of 

some reductions in excise taxes, as they 
were with the thought in mind that they 
could head off an increase in individual 
income-tax exemptions. 

The excise-tax bill was a very strange 
bill. It was entitled "A bill to reduce 
excise taxes," when as a matter of fact, 
by continuing the increased rates in cer
tain excise taxes for an additional year, 
the bill actually increased excise taxes 
by $165 million. 

The majority in their report on the 
pending bill said: 

Your commit tee has also reported out a 
bill reducing excise taxes by approximately 
$1 billion on a full-year basis. This also 
in large measure represents additional funds 
available for consumer spending. 

This is a misleading statement. The 
effect of that bill, as I have pointed out, 
would be to decrease consumer spend
ing power by $165 million in a full year. 

PROVISIONS IN BILL--GENERAL 

Turning now to the major substan
tive changes in this bill, the only group 
of taxpayers who would get relief gen
erally are those individuals who receive 
dividends. The other provisions relate 
to selected categories of individual in
come taxpayers and corporations that 
must be faced with particular circum
stances in order to benefit. 

The basic approach in many of these 
substantive changes is that of the 
trickle-down philosophy of taxation. No 
relief is provided for either individuals 
or corporations generally. Only the for
tunate few are to benefit, and in line 
with the trickle-down philosophy, the 
average person and businessman, in 
some unknown and undefined manner, 
are presumed to eventually receive eco
nomic advantages from this approach. 

The administration in the budget 
message to Congress has endorsed deficit 
financing. At the same time, the ad
ministration has recommended the ma
jor substantive provisions contained in 
this bill. In making these recommenda
tions, the administration has agreed to 
a reduction in taxes of $1.2 billion as a 
part of its planned deficit. In light of 
this situation, the Congress is faced with 
the problem of choosing just how these 
tax reductions should be made. 

PROVISIONS RELATING TO INDIVIDUAL INCOME 
TAXPAYERS 

It is claimed that more than half of 
the relief provided in this bill goes to 
the average taxpayer. This is not so. 

In my opinion, the only provision in 
the bill which can be claimed as bene
fiting the average taxpayer is tnat pro
vision which permits a deduction of in
terest charged on contracts of purchase 
of items on the installment basis. Even 
here, this provision only includes those 
cases where the interest charges are not 
stated as a separate amount apart from 
other charges, such as service and car
rying charges. Most taxpayers would 
still find it advantageous to use the 
standard deduction, and if they do, this 
provision would be of no benefit to them. 
The total relief provided is estimated at 
$10 million. This is typical of other pro
visions in the bill which it is claimed 
benefit the average taxpayer. 

Deductions for medical and dental ex
penses would ·be liberalized by providing 
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that a taxpayer may deduct all such ex~ At the present time, a trust is allowed 
penses in excess of 3 percent of his in.. an income tax exemption of $100. This 
come, compared to 5 percent under pres.. would be raised to $300 for certain trusts. 
ent law. The maximum limitations on Revenue loss, $3 million. 
these deductions would also be doubled. Under present law, proceeds of life 
The only taxpayers that would benefit insurance policies are includible in a 
from this provision are those who would decedent's estate, where the decedent 
have allowable deductions, including possessed no incidents of ownership 
medical and dental expenses, in excess but paid the premiums on the policy. 
of 10 percent of their income; other.. The bill would eliminate life insurance 
wise, they would take the standard de.. proceeds in such a case from the de· 
duction. The vast majority of taxpay.. cedent's estate. When it is realized that 
ers do use the standard deduction. The there is an exemption from estate tax 
revenue loss from this provision is es- provided of $60,000, we can see that only 
timated to be $80 million. well-to-do persons would be benefited 
· The so-called 3-percent rule for the by this provision. Revenue loss, $25 mil
taxation of annuities would be abo:lshed lion. 
and a new rule taxing annuities based Allowable charitable deductions would 
upon the life expectancy of recipients be increased from 20 to 30 percent of a 
would be adopted. In the case of per- taxpayer's adjusted gross income, where 
sons receiving pensions or annuities charitable contributions are made tore
from a fund to which they have con- ligious and educational institutions and 
tributed, no tax would be applicable on to hospitals. This provision would be of 
such payments if within 3 years they no benefit to the average taxpayer, since 
would get back the total amount which he is not in a position to make such 
they contributed to such funds. After sizable contributions. Revenue loss, $25 
recovering these amounts, all payments million. 
would be fully taxable. In the case of An exclusion from income and a credit 
the life expectancy rule, a person who against tax would be provided for divi .. 
outlives his life expectancy would still dend income. In the first year of opera
be permitted to exclude the amount de- tion of this provision, $50 of dividend 
termined each year as a return of his income would be excluded from gross 
contribution, even though it would be income and a credit of 5 percent of the 
fully recovered when he 3as lived as remaining amount would be allowed 
long as his life expectancy. Revenue against tax, in most cases. In the second 
loss, $10 million. and subsequent years, $100 would be 

Persons receiving retirement income excluded from income and a 10-percent 
would be, in effect, exempted from the credit against tax would be provided, in 
first bracket tax rate--20 percent--on most cases. This provision would bene
the first $1,200 of such income. Rev- fit only 8 percent of American families, 
enue loss, $125 million. since 92 percent receive no dividend in .. 

Working mothers who are widows or come. Of the 8 percent affected, six
the wives of disabled husbands, widow- tenths of 1 percent own 80 percent of 
ers and legally divorced or separated . all publicly held stock. 
persons would be permitted to deduct Eighty percent of all taxpayers have 
child care expenses up to $600 a year. incomes of less than $5,000 a year. These 
Here again the relief provided is limited, taxpayers received, in 1950, less than 
and the person might still find it ad· 11 percent of all dividend income. Per
vantageous to use the standard deduc- sons with incomes of $10,000 or more, 4 
tion. Revenue loss, $40 million. percent of all taxpayers, received almost 

Foster children and others who live three-fourths of all dividend income in 
in the taxpayer's home and who are 1950. Persons earning $25,000 or more, 
supported by him could be claimed as eight-tenths of 1 percent of all taxpay
dependents. Revenue loss, $85 million. ers, received more than half of all divi .. 

At the present time, single heads of dend income. When we consider the fact 
households are permitted one-half of that persons in the low-income group, 
the advantage which married couples $5,000 and under, individually, receive 
derive from income splitting. The bill very little dividend income, we can see 
would liberalize this by permitting single that the dividend provision will mean 
heads of families full income splitting. little to them. 
The number of persons who can quali.. The claim is being made that many 
fy a taxpayer for this treatment would widows and elderly retired persons who 
be narrowed somewhat. Heads of fami- depend on dividend income will be bene
lies with one dependent with an income fited from this provision. These facts 
of less than $3,555 a year would get no indicate that very few such persons re
benefit from this provision, since their ceive any dividend income whatever, and 
rate of tax from income splitting would that the vast majority of higher income 
not be lowered. Revenue loss, $50 mn.. taxpayers do receive such income. 
lion. This proposal is included by the rna-

Farmers would be permitted to deduct jority in their classification of provisions 
soil and water conservation expenses up which will benefit the average taxpayer. 
to 25 percent of their gross income. At The revenue loss from this provision 
the present time, in many instances, is substantial. It is estimated in the 
such expenses are not deductible, but fiscal year 1955 that it will be $240 mil
must be capitalized. Revenue loss, $10 lion; in fiscal year 1956, $642 million; 
million. and when fully operative, $814 million. 

Businessmen and farmers would be When we realize that just over 4 per-
permitted more liberal depreciation de- cent of the people in the United States 
ductions on their capital assets. Rev• own publicly held stock, we can see that 
enue loss, $75 million. a few selected individuals only will bene .. 

fit from this tax reduction. The com .. 
mittee announcement of the adoption 
of this proposal stated: 

The committee approved two new provi
sions which take the :first step toward the 
elimination o! double taxation on corporate 
dividends. 

To eliminate such dividends com
pletely from tax would cost about $3.4 
billion in revenue. 

This provision, more than any other 
in the bill, is symptomatic of the present 
administration's tax philosophy. This 
is the one area where tax relief is least 
needed at this time. Not only this, I 
question the principle of taxing unearned 
income at a. lesser rate than that applied 
to earned income. 

I strongly oppose this provision of the 
bill. 

PROVISIONS RELATING TO CORPORATIONS 

A few changes were made in the allow .. 
ance of p~rcentage depletion for certain 
minerals, by adding new items to the list 
and increasing the allowances for some. 
Revenue loss, $27 million. 

Certain changes were made in ac .. 
counting provisions of the tax laws, such 
as permitting the spreading of prepaid 
income over years in which it is earned, 
resulting in a revenue loss of $45 million. 

Net operating losses would be permit
ted to be carried back 2 years instead 
of the present 1 year. Revenue loss, 
$100 million. 

Income from foreign branches and 
subsidiaries of domestic corporations 
would be taxed at 14 percentage points 
less than that applicable to the domestic 
income of corporations. Also, branch 
income would not be taxable until it is 
brought into this country. Revenue 
loss, $147 million. 

Depreciation allowances under pres .. 
ent law would be liberalized by permit .. 
ting taxpayers who have depreciable as
sets to use the so-called double-rate 
declining-balance method of deprecia .. 
tion. The. effect of' this change is to 
permit such taxpayers to write off two
thirds of the cost of their capital assets 
in the first half of the asset's useful life. 
Under the present so-called straight
line method, one-half of an asset's cost 
is written off in the first half of its useful 
life. 

I agree that there are many instances 
in which assets depreciate more rapidly 
in their first years of use. I am con
cerned, however, as to whether priority 
should be given to this type of tax relief 
to the exclusion of more general tax 
relief. 

The estimated revenue loss under this 
provision in the fiscal year 1955 is $375 
million. This loss, as I pointed out 
earlier, increases over the years, under 
the same assumptions used in making 
the estimates for fiscal year 1955, until 
it reaches a maximum of $2.2 billion in 
1960. Before an equilibrium point is 
reached, there will be a total loss of rev
enue involved of over $19 billion. 

To me, there is a serious question as 
to whether the Congress should commit 
itself at this time to such a cumulative 
loss of revenue. In any event, it is my 
opinion that priority should not be giVP..n 
to this type of tax reduction. 
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AN- INCREASE IN INDIVIDUAL · INCOME-TAX 

EXEMPTIONS IS NEEDED 

It is an acknowledged fact that a de
cline is taking place in our economy. 
The President has recognized this, and 
has stated that if the decline continues 
through the month of March he will 
recommend additional steps to bolster 
the economy. 

The administration feels that what is 
needed at this time is tax reductions 
which it believes will bolster the econ
omy by encouraging investment in cor
porations and plant and equipment. I 
disagree with this thesis. It is my opin
ion that we do not lack sufficient capacity 
to produce now, but our trouble is a 
lack of sufficient purchasing power to 
buy what is being produced or capable 
of being produced. 

The most effective way of bringing 
about an increase in purchasing power 
is to reduce taxes for taxpayers gen
eraHy. This can be done by .increasing 
individual income-tax exemptions. 

It is my thought that the individual 
income-tax exemptions should be raised 
at least $100, from $600 to $700. This 
would remove about 7 milion taxpayers 
completely from the rolls and would re
lease 2.3 billion dollars in purchasing 
power in a year's time. 

It is my contention that no business
man will expand his capacity to produce 
if he does not foresee markets which will 
absorb his production. 

Not only would an increase of $100 
in individual income-tax exemptions 
bolster the economy immediately, but it 
would provide a very fair and equitable 
way of reducing individual income-tax 
liability. We all know that exemptions 
were reduced considerably during the 
war, in order to finance the war effort 
and, at the same time, combat inflation. 
Since the present administration has 
found it necessary to recommend tax re
ductions as a means of increasing eco
nomic activity, the responsibility is great 
in choosing the type of reductions which 
are most effective in doing this. In light 
of the economic evidence at hand, it is 
clear that an increase in exemptions is 
the answer. 

I do not have to tell you that the pres
ent exemptions are unrealistic in light 
of living costs. Many families find it 
difficult to buy even the necessities of life 
today. If some relief is provided them, 
consumption of goods ·will be increased 
to such an extent that the decline in our 
economy could very well be reversed. 
This would put it on a much more stable 
basis than would be the case if we offer 
incentives for increased capacity and 
production, with no incentives being of
fered tending to increase consumption. 

At the present time, it is estimated 
that there are about 3.7 million persons 
unemployed, and the rate of unemploy
ment is increasing monthly. In this 
situation, it is inconceivable to me that 
the present administration still insists 
that what we need is not increased pur
chasing power but increased capacity. 

A $100 increase in exemptions will di
rectly benefit every individual income 
taxpayer in the country, and particularly 
those in the low-income groups. For ex
ample, a married man with two depend
ents with a net income, before exemp
tions, of $5,000, would have his taxes de-

creased by $80, or 15.4 perce-nt. · A mar
ried man with two dependents with a net 
income, before exemptions, of $4,000, 
would have his taxes decreased $80, or 
25 percent. A married man with two 
dependents with a net income, before ex
emptions, of $2,800, would be relieved 
completely from the tax of $80 which he 
now pays. 

The administration sees no drawback 
in increasing exemptions for trusts by 
$200, or providing an exemption of $100 
for dividend income, yet the Secretary 
of the Treasury, reflecting the position 
of the President, has stated that he 
vigorously opposes an increase of $100 
in income-tax exemptions. 

I shall support the motion to recommit 
the bill to strike out the provision relat
ing to the exclusion and credit against 
tax for dividends, and directing that a 
provision be inserted in the bill increas
ing individual income-tax exemptions 
from $600 to $700. I do this in good con
science, and in the interest of the con
tinued prosperity of the Nation. 

Mr. KEAN. Mr. Chairman, will the 
gentleman yield? 

Mr. COOPER. I yield to the gentle
man from New Jersey. 

Mr. KEAN. Can the gentleman tell 
me why, when his party was in power for 
20 years, they never recommended an in
crease in the exemptions? The only in
crease in the exemptions we have had 
since his party was in power was when 
the Republicans were in control of the 
80th Congress. 

Mr. COOPER. The gentleman has 
stated the situation correctly, and he 
knows the answer as well as I do. 

Mr. KEAN. What is the answer? 
Mr. COOPER. We had to fight and 

to finance the Second World War and 
the Korean conflict. We had to provide 
additional revenue during all that time. 
Most of the additional taxes were put on 
by lowering the exemptions. It is my 
position that when your administration 
recommends that tax relief be given, the 
burden should be taken off just exactly 
as it was put on; that is, by increasing 
the individual income tax exemption. 

Mr. DINGELL. Mr. Chairman, de
spite their persistent claim to the title 
of the party of the balanced budget, and 
despite their campaign pledges to bal
ance the budget, the Republicans in the 
administration and in Congress have 
made a decision to cut taxes and reduce 
revenues'----even in the face of a $3 bil
lion deficit planned by the administra
tion for the coming fiscal year. 

The question that now arises is, What 
kind of a tax reduction should there be? 
On this question, the issue is simple: 

Shall we revert to the old and-I had 
thought-discredited trickle-down the
ory of taxation of the 1920's-whereby 
the bulk of the relief is directed toward 
big business and the wealthy with the 
thought that some undefined and un
known advantage will eventually "trickle 
-down" to those with lower incomes? 

Or shall we continue the tax philoso
phy that has prevailed over the past two 
decades-one of insuring the prosperity 
of the Nation by not only looking at the 
larger businesses and the wealthy but 
also by looking to the purchasing power 
and the well-being of the consumers of 
America-and, most especially, those 

with ~tower incomes · who want most and 
need most to spend. 

With the issue thus clearly drawn, I 
am prompted to oppose the tax bill rec
ommended by the majority on two prin
cipal grounds: 

First, it is neither a fair nor an equita
ble tax-reduction bill. Over nine-tenths 
of its benefits go to corporations and to 
wealthy taxpayers. A mere pittance 
goes to the vast majority of American 
taxpayers who earn $.5,000 a year or less. 

Second, it is, in my opinion a prode
pression instead of a proprosperity tax 
bill. 

The statistics prove beyond dispute 
that the Nation is in the midst of an 
economic decline. The President recog
nized this when he said that the month 
of March would be ·the crucial indicator 
of the extent of the decline. 

The administration tax program, as 
well as the tax bill recommended by the 
majority, are clearly and admittedly 
based on the belief that what the econ
omy needs most now is more business in
vestment and expansion, since nearly all 
the tax benefits go to corporations and 
corporation shareholders. The Secre
tary of the Treasury expressed the ad
ministration's philosophy when he said, 
. "Production is the goose that lays the 
golden egg.'' 

Secretary Humphrey may be right in 
implying that the question of whether 
production causes consumption or vice 
versa is a sort of chicken-egg puzzle. 
But I believe that both logic and the 
.economic evidence at hand indicate that 
what America needs most today is more 
consuming power to enable consumers 
to buy what American industry is al
ready able to produce. 

The logic of this is wrapped up in a 
question asked by William Trufant Fos
ter in 1927: "What good is business with
out a consumer?" Clearly, no matter 
what the tax incentives, business is not 
going to expand unless it believes there 
will be a market for all the new things 
it will produce. 

The economic evidence to support the 
greater need for more consuming power 
is all around us. The steel industry is 
operating at only 74 percent of capacity. 
Many automobile plants are operating on 
a part-time basis. Unemployment is 
growing. Farm-implement centers are 
suffering from acute unemployment, a 
symptom of declining farm prices and 
income. 

I share fully the desire of the majority 
to offer to business incentives to expand. 
,But I believe that the most powerful in
centive to business expansion lies not in 
tax advantages to corporations and their 
shareholders but in greater spending 
power for consumers. 

HiStory supports this view, and con
tradicts the Republican contention that 
high tax rates have stifled business ex
pansion. In 1946, when the corporate 
tax rate was 38 percent, business invest
ment in new plant and equipment totaled 
just under $15 billion. In 1953, when the 
maXimum corporate tax rate was 52 per
cent, with an additional excess-profits 
tax of 30 percent applicable to many cor
porations, business investment in new 
plant and equipment totaled nearly $28 
billion-almost twice the 1946 rates. 
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If consumption is already beginning 

to lag behind production-an acknowl
edged fact-what will be the situation 
next year, when there will be 700,000 
more job seekers and 2 million more 
mouths to feed in America? And what 
of the year after that? If we do not con
centrate on stimulating the consumer's 
buying power now, we will fall further 
and further behind, and deeper and 
deeper into economic chaos. 

Clearly, this Republican tax bill ig
nores these factors. 

Clearly, it gives little consideration 
to the average taxpayer and consumer. 

Clearly, this Republican tax will rep
resent a return to, and a test of the 
trickle-down theory of tax relief. 

In their majority report, the Republi
cans have completely ignored all but the 
first-year effects of this tax bill. In do
ing so, they conceal its long-run effects. 

The following table shows just who 
gets what out of this tax bill, when its 
provisions become fully effective: 

Amount 
of benefit 

Provision (fully ef-
fective) in 
millions 

Dividend tax $814 
credit. 

Depreciation____ 2, 200 
Loss carryback.. 100 

Who benefits 

High-income taxpayers (4 
percent of all taxpayers 
get 66 percent of all 
dividends). 

Corporations. 
Do. 

This table .does not tell the whole 
story. Added to it is the fact that most 
families received no net tax relief from 
the Democratic tax reductions that took 
effect automatically January 1-for 
which the Republicans falsely take 
credit-when coupled with social secu
rity tax increase o:L one-half of 1 per
cent. I supported this increase as did 
the working man, but as a practical 
matter the combined effect of these 
two wa's a tax increase for all families of 
four with incomes of $3,500 or less. Even 
a~ter this new Republican tax bill is 
rassed, these millions of families will 
still be waiting for the first taste of that 
long-promised, long-awaited. Republican 
tax relief. 

In view of the decision taken by the 
Republican majority to pursue a course 
of tax reduction at this time, I believe it 
is time they got the tax relief the Re
publicans have promised them. I believe 
that the best way to give it to them
and also the best way of stimulating the 
economy-is to increase the personal 
exemptions from $600 to $700 a year. 
This is the best, the quickest, and most 
direct way of putting money into the 
hands of the people who need to spend 
it most-the lower-income families who 
must struggle to make ends meet, even 
as to the necessities of life, and who are 
never quite able to satisfy their wants 
for the better things in life. 

On one matter, I wish to make my 
position crystal clear: In criticizing 
certain provisions in this bill which give 
tax relief to corporations and their 
shareholders, I am not in any way moti
vated by "anti-business" notions. I be .. 
lieve there could be no more convincing 
evidence of the belief of the Democrats 
in our desire to promote the free enter-

prise system and the business community 
than the way in which oul.." party saved 
capitalism from ruin in the 1930's and 
in 2 short decades built the greatest 
prosperity any Nation has ever known 
in the history of man. It is this pros
perity-prosperity for businessman, 
farmer and laborer alike-that we strive 
to perpetuate. 

Clearly, this Nation must remain 
strong militarily, as well as economi .. 
cally. To remain strong militarily re
quires money, whether we like it or not. 
There is a limit, then, on the amount our 
Government's budget can be reduced in 
the immediate future, and a limit, too, 
on how much Federal revenues may be 
reduced without endangering the fabric 
of our economy. 

If the times permitted, I would like to 
give tax relief to everyone who desires 
it. As it is, however, we must give a 
priority to each provision in this bill. A 
great many of the provisions are highly 
desirable, taken by themselves. It is 
only when measured alongside other 
more urgently neefled tax reductions 
that they can be criticized. 

I wish to say that there are many pro
visions in this bill which represent 
healthy and much-needed reforms, and 
I am happy to acknowledge the long and 
careful study by many interested groups 
which have made these reforms possible. 

Despite these desirable features, I be
lieve that this is the wrong kind of tax 
bill which gives relief to the wrong peo
ple at the wrong time. 

For the sake of the Nation's prosperity, 
as well as for the sake of fairness and 
equity, I must in all conscience oppose 
the tax bill of the majority in its pres
ent form. 

Mr. REED of New York. Mr. Chair
man, I yield such time as he may desire 
to the gentleman from· Wisconsin [Mr. 
BYRNES]. 

Mr. BYRNES of Wisconsin. Mr. 
Chairman, the minority report as filed in 
connection with this bill contains what 
purports to be an analysis of a number 
of technical provisions of the bill. Un
fortunately-and I do not say that this 
was done by design-unfortunately, the 
minority have in some instances mis
stated or misinterpreted the present 
law; and in others they have either mis
stated or misinterpreted the effect of the 
changes proposed by this bill. 

Many taxpayers rely upon committee 
reports as a basis for determining com
mittee intent, or determining congres
sional intent; and also for determining 
the effect of proposed changes. There
fore, Mr. Chairman, I have had pre
pared an analysis of those technical pro
visions referred to in the minority report, 
which I shall include as a part of my re
marks at this time. 
ANALYSIS ON MINORITY REPORT ON THE TAX 

REVISION BILL, H. R. 8300 

The minority views on the tax revi
sion bill <H. R. 8300) contain numerous 
errors in both the interpretation of the 
existing law and of the proposed bill. 
These errors are not minor ones; they 
are basic and fundamental errors. 

An interpretation and appraisal based 
on errors of fact are, of course, mis
leading. The followmg specific com-

ments on the points raised in the mi
nority report make these corrections and 
provide the basis for a correct interpre
tation of the bill. 

DIVIDENDS-RECEIVED EXCLUSION AND CREDIT 

In commenting on the proposed 
dividends-received exclusion and credit, 
the minority report asserts--on pages 
B7-B9-that this provision would make 
a fundamental change in our tax phil
osophy, reverse the ability-to-pay prin
ciple of taxation, and give a tax advan
tage to unearned or investment income 
over earned income from labor. It 
purports to find difficulty in understand
ing the purpose and rationale of this 
provision which it alleges· would benefit 
only a handful of predominantly 
wealthy taxpayers. 

The purpose of this provision is to 
reduce the discriminatory double taxa
tion of dividends, to provide incentives 
for all taxpayers to make equity capital 
more readily available to corporate en
terprise, and to encourage the invest
ment required for economic growth. 

It is extraordinary that the minority 
report would attempt to evaluate this 
provision without a single reference to 
the problem of double taxation at which 
it is directed. Its silence on the fact of 
double taxation lends an air of unreality 
to its approach to this important feature 
of the bill. 

Double taxation of dividends is a real 
and widely recognized inequity. No 
other form of income is subject to such 
extraordinary double taxation. The re
ality of the higher burden due to dou
ble taxation does not come to light by 
merely looking at the individual income 
tax on dividends as the minority report 
does. A true picture of the existing sit
uation is obtained only if the combined 
corporate and individual tax burden on 
distributed corporate earnings is taken 
into account. For example, an individ
ual whose taxable income is in the first 
individual income tax bracket bears a 
tax of as much as $61.60 on $100 of earn
ings on his shares in a corporation. This 
marginal rate of 62 percent on dividend 
income compares with 20 percent on his 
salary or wages. The extent of the dis
crimination against dividend income due 
to its being taxed first to the corporation 
and then again to the individual share
holder is shown in the table below: 
Combined. corporate and. ind.ivid.ual tax 

burden on $100 of corporate earnings com
pared with tax on nondividend income
assuming all corporate earnings after tax 
are distributed 

[Married person 1l.ling joint return] 

Individual's taxable income 

$3,000.-----------------------
$4,000.-----------------------
$8,000.-----------------------
$15,000.----------------------
$20,000.----------------------
$25,000.----------------------
$50,000-----------------------
$100,000.- --------------------
$300,000_-- --------------------
$500,000 and over--------------

Taxon 
additional 
$100ofnon
dividend 
income 

$20 
22 
26 
30 
38 
43 
59 
75 
90 
91 

Taxon 
additional 

$100 of 
earnings 
on cor
porate 
shares 

$61.60 
62.56 
64.48 
66.40 
70.24 
72.64 
80. 32 
88.00 
95.20 
95.68 
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. On the basis of these facts, it is a 
distortion to claim that the proposal re
verses the ability-to-pay principle or 
gives a tax advantage to investment over 
earned income. The truth is that the 
proposal merely partially alleviates or 
corrects an existing discrimination re-
1lected in higher tax burdens on income 
from one particular form of investment, 
the one which involves the greatest risk 
and makes the most vital contribution to 
economic expansion and progress, name
ly, equity capital. Interest, rents, roy
alties, and other forms of investment 
income do not bear such double taxation. 
These other forms of investment income 
are deductible by the payor, corporate, 
or otherwise. Moreover, these other 
forms of investment not subject to the 
double tax generally involve substan
tially less risk than equity capital com
mitments. 

There is no escaping the fact that 
present tax laws are unfair to people 
who choose to invest their savings in 
stock ownership of a part of American 
industry. These investors are not, as 
the minority report suggests, a few 
shareholders of great personal wealth. 
On the contrary, there are millions of 
stockholders and they are widely dis
tributed among the low- and moderate
income families. Statistics of Income 
for 1950, which the minority report 
quotes incompletely, shows that more 
than three-fourths of all individuals re
porting dividends have incomes of less 
than $10,000, and over 44 percent of 
dividend recipients have incomes of less 
than $5,000. Shareholders are not a 
class apart, but include farmers, house
wives, schoolteachers, businessmen, re~ 
tired persons, craftsmen, skilled and un
skilled laborers. 

Some measure of relief fo!' double tax
ation of dividends has been recom
mended by virtually all responsible 
groups, with few exceptions, as part of a 
desirable tax reform program. Few, 
indeed, would deny the reality of double 
taxation and the need for adjustment. 
Differences have existed with respect to 
the particular method of relief. The 
method selected for inclusion in the bill 
is one which is closely similar to that 
adopted in Canada and in successful 
operation for several years. It also fol
lows closely the traditional method used 
in this country to prevent double taxa
tion prior to 1936. In the confusion 
which resulted from the adoption and 
subsequent abandonment of the ill-fated 
undistributed profits tax of 1936, our 
traditional method of avoiding double 
taxation by relieving the dividends re
ceived by the individual shareholders of 
a specified number of percentage points 
of the individual tax, usually equal to 
the first b1·acket rate, was dropped. The 
equity of our tax system has suffered 
as a consequence, with undesirable ef
fects on the flow of equity investment. 
It is hoped that the adoption of the 
proposal will once more place our tax 
system on a fair and rational basis with 
respect to the coordination of the cor
porate and individual tax on distributed 
earnings . . 

The minority report also speaks of 
_high levels of dividends and retained 

earnings as considerations adverse to the 
proposed relief for double taxation. 
The fact is that the comparatively high 
rate of retention is in part symptomatic, 
along with the high proportion of debt 
financing, of the distortions in business 
financing which have been produced by 
double taxation. Equity capital for new 
corporate enterprises and expansion has 
been inadequate. As a consequence, 
corporations seeking to expand had to 
rely on internal sources of funds and 
debt financing. The level of dividend 
payments, as a proportion of national 
income, has not increased but decreased, 
and is now relatively low by historical 
standards, particularly if adjustment is 
made for added investment. Dividends 
paid by some important corporations 
have not increased at all. The necessity 
for internal capital expansion and high 
corporate taxes have been major factors. 
So long as it is necessary to maintain 
present high levels of corporate and in
dividual taxation, it is particularly im
portant to minimize their adverse effects 
on investment incentives. The pro
posed relief for double taxation will meet 
a vital need in this respect. · 

DEPRECIATION 

The main points raised in the minority 
report on depreciation are, first, the reve
nue cost; and, second, the lack of in
centive provided by the plan. 

The report attempts to isolate the 
depreciation deductions resulting from 
a more liberalized depreciation policy 
from all the areas directly related to 
that policy in order to ascertain the ef
fects on revenue. It contains a table 
comparing depreciation deductions com
puted for a group of 20 similar assets 
assuming that under either straight-line 
depreciation at 5 percent. or declining
balance depreciation at 10 percent, the 
businessman, whether he be merchant, 
manufacturer, or farmer, is going to 
maintain the same investment policy. 
It assumes that his willingness to incur 
the risk of investment in a capital asset 
is the same under either method. It 
makes no provision for the additional 
investment which will be made possible 
through the added working capital which 
faster depreciation provides in the form 
of tax savings. This increase in liquid 
funds in many instances will make possi
ble the borrowing necessary to finance 
additional investment. 

To illustrate the effect of depreciation 
policy on capital investment let us as
sume the following: 

A machine tool purchased in 1943 at a 
cost of $2,000 has been depreciated under 
present law and regulations at the rate 
of 5 percent or $100 a year. Its efficiency 
has declined in postwar years to the 
point where maintenance and repair 
costs are climbing to a dangerous level. 
Strong arguments can be made for a 
new machine with improved features-, 
g_reater capacity and better quality of 
product. But by 1953 the company has 
recovered only $1,000 of tlie cost of the 
old machine and the price of the new 
machine is $3,500. An additional in
vestment of $2,500 is required, and that 
amount will have to come out of earn
ings after taxes. With a tax rate of, 
say 50 percent, the company will have 

to earn $5,000 before taxes in order ·to 
supply earnings of $2,500. If the new 
investment can be recovered at a rate of 
only $175-5 percent of $3,500-a year 
for 20 years, it is very likely that this 
company will decide to get along for 
another few years with the old machine. 

If, however, the company could re
cover 40 percent of its investment, or 
$1,400, in the first 5 years, and 65 percent 
of its investment, or $2,27&, in the first 
10 years, the barrier which exists under 
present policy is removed and the obso
lete machinery is discarded. The pur
chase of the new machine means an 
additional depreciation deduction of $250 
in the first year over the deduction which 
would have been allowable on the old 
machine. But the rate of return before 
taxes on the new investment, perhaps 
25 percent or $875 will far exceed the 
return on the old machine and the trans
action results in additional revenue 
rather than a loss of revenue. 

This situation multiplied many times 
throughout the country has resulted in 
a cumulative drag upon modernization: 
It is the result of a policy initiated in 
1934 of enforcing straight-line depre
ciation over engineering estimates of 
_useful life~ The change in policy incor
porated in the bill will provide the in
centives to invest in modern up-to-date 
equipment at a particuarly opportune 
time when all business, especially small 
business needs encouragement and help 
in expanding operations and providing 
employment. . 

The minority report expresses doubt 
that present methods of depreciation 
have held back expansion appreciably. 
It points to investment in plant and 
equipment in 1953 of $28 billion as com
pared with $15 billion in 1946. It is sig
nificant that of the 1953 total, between 
$6 and $7 billion of expenditures were 
made on facilities certified for rapid 
amortization under the defense program 
and that expenditures for capital assets 
in 1953 reflected the pressures for facili
ties under the defense program which 
was at its peak in that year. This pro
gram will taper off in another year or 
two and some incentive will be required 
to take its place in maintaining capital 
investment. The experience of many 
other nations, including Great Britain, 
Sweden and Canada, testifies to the de
sirable results of investment incentive 
provided by liberalized depreciation pol
icy. 

The depreciation policy in the bill is 
considerably less liberal than the policies 
adopted by these other nations. For 
example, Great Britain permits, in addi
tion to declining-balance depreciation 
at 125 percent of basic rate, an addi- · 
tiona! allowance in the year of acquisi~ 
tion equal to 20 percent of the cost of 
machinery, 10 percent of the cost of 
buildings, and 40 percent on mining 
works. Sweden, presently allows free 
depreciation with a limit of 20 percent 
of cost each year for all machinery and 
equipment. This results in a 5-year 
write off for these assets. Canada al
lows declining-balance depreciation at 
20 percent for all industrial machinery 
and equipment and 5 percent for all 
buildings. 
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- The depreciation policy in the bill can 
be justified on business accounting 
grounds alone. There are many in
stances where corporate financial state
ments today are prepared for other than 
tax purposes on the basis of more rapid 
depreciation charges in the early years 
of the use of property. Depreciation es
sentially is a cost of doing business that 
must be matched with the income pro
duced by the property. Since an asset 
normally produces more income in its 
early years of life than in the years im
mediately preceding its retirement, the 
depreciation deduction should be taken 
into account in the same manner. The 
declining-balance method, as proposed, 
is the most convenient, generally appli
cable method yet devised to accomplish 
that purpose. The rates at which the 
method is approved are within the limits 
of sound accounting and are designed 
to provide the necessary incentive with
out severe revenue losses in the transi
tion period. 
ELIMINATION OF PREMIUM PAYMENT TEST FOR 

INCLUSION OF LIFE INSURANCE IN ESTATES 

The minority report-pages B14-B15-
criticizes the removal of the present re-
quirement that the payment of pre
miums on life insurance will automati
cally bring a policy into the taxable es
tate of a husband in spite of the fact 
that the policy and all rights in it may 
have been given to a beneficiary prior 
to death. 

The purpose of the change is to re
move a present discrimination against 
life insurance. The payment of annual 
premiums is basically no different than 
annual gifts of other forms of property. 
A recipient may invest gifts in any way 
he chooses with no presumption that 
the property purchased with the gift 
would later be included in the estate of 
the donor. A gift of life insurance is 
subject to the gift tax, ·as is a gift of 
other forms of property, and the pay
ment of annual premiums is subject to 
gift taxation, as are other forms of regu
lar gifts; there is no reason to discrimi
nate against the net result of the gift 
merely because it happens to take the 
form of life insurance. 

One of the purposes of the bill is to 
remove discriminations in favor or 
against certain forms of investment, in
cluding life insurance. At another place, 
section 101 (d), the bill removes a 
present discrimination in favor of life 
insurance by removing the full tax ex
emption accorded to the interest ele
ments of installment payments of life 
insurance policies. Under the bill only 
the first $500 of interest in an annual 
payment to a surviving spouse, and the 
first $250 of interest in an annual pay
ment to a surviving descendent, will be 
tax exempt. This change was necessary 
to prevent tax avoidance by high
bracket taxpayers who would otherwise 
be tempted to convert their estates into 
life insurance to secure the advantage 
of tax exemption on the interest receiv
able through installment payment~ 

The minority report ignores this sec.:. 
ond change in the tax treatment of life 
insurance. Either one is desirable by 
itself, to remove an unfair discrimina
tion; together they remove one discrimi-
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nation against and · another discrimina ... 
tion in favor of investment in life in:
surance and thereby make the law fairer 
and more neutral with respect to this 
form of investment. 
DEFERRED COMPENSATION, PENSION TRUSTS, ETC. 

The minority report indicates that the 
pension, profit-sharing, and stock-bonus 
provisions in the revenue-revision bill 
would discriminate in favor of high-paid 
employees and shareholders to the detri
ment of low-paid employees. 

Actually, the changes made in the 
treatment of pension, profit-sharing, and 
stock-bonus plans by the bill are intend
ed to simplify and clarify the pertinent 
provisions, to remove inconsistences and 
ambiguities in the present treatment, 
and to promote the more extensive use 
of these socially desirable programs. 

A major objective of the revision is to 
replace the present ambiguous rules, 
which generally require the interested 
parties to obtain rulings from the In
ternal Revenue Service, by definite cri
teria which will enable the employer to 
determine whether his particular plan 
or a change in a plan qualifies for fa
vored treatment. 

The new rules will not permit dis
crimination in favor of high-paid em
ployees, and in certain respects are more 
effective than present law in preventing 
such discrimination. 

The difference between the actual ef
fects of the changes in the rules and the 
interpretation given to these rules by the 
minority report is indicated in the · fol
lowing sections which first quote the 
statements made in the minority report 
and then discuss them. 

A. GENERAL COVERAGE REQUIREMENTS 

Minority statement-pages B15-B16: 
At present, in order for pension and 
profit-sharing trusts to qualify for pref
erential tax treatment, they are general
ly required to provide benefits for 70 per
cent or more of all employees, or not to 
discriminate in favor of officers, share
holders, supervisory, or highly compen
sated employees. The bill would change 
this so as to permit these plans to qual
ify, even though they cover much smaller 
groups of employees and even though 
they discriminate in favor of officers, 
shareholders, or key employees. 

Comment: Present law does not re
quire qualified plans to cover 70 percent 
or more of all employees. Plans are now 
given the option of qualifying by cover
ing 56 percent of employees--70 percent 
of all employees must be eligible, and 80 
percent of those eligible must elect to 
participate. However, as a practical 
matter, at least 90 percent of plans do 
not qualify under this option but instead 
qualify by establishing classifications 
which are found by the Commissioner to 
be not discriminatory. There are no per
centage requirements as to the number 
of employees to be covered under this 
latter option, and there are now qualified 
plans which cover a smaller percentage 
of total employees than would be re· 
quired under the revised rules. 
B. CHARGE THAT NEW RULES WOULD PERMl'1' 

LARGE COMPANIES TO SET UP QUALIFIED PLANS 
COVERING 1,000 HIGH-PAID EMPLOYEES 

Minority statement-page B16: Key 
employees are defUled as beblg the 10 

percent in the highest pay brackets, but 
not more than 100 percent of the highest 
paid in a corporation. Here, discrimina
tion would be considered to exist if key 
employees comprised mo:re than 10 per
cent of the participants in a plan. This 
would mean that in the case of the larger 
corporations with many thousand em
ployees, the plan could be limited to the 
1,001 top-level employees and still be 
considered to be nondiscriminatory. 

Comment: In practice, it is now pos
sible for a plan established by a large 
corporation to qualify by covering less 
than the 1,000 employees indicated in the 
above statement. For example, it is 
possible under present law to confine the 
plan to salaried employees who may con
stitute less than 1,000 employees. In 
addition, it is now also possible to qual
ify by giving employees nominal cover
age without real benefits. For example, 
a plan may now count as covered em
ployees earning less than $3,600 a year 
even though it gives benefits only to those 
earning more than $3,600 a year. 

The bill would not permit a plan to 
qualify merely by covering salaried em
ployees and would require such a plan to 
satisfy the percentage coverage require
ments regarding nondiscrimination. In 
addition, the new rules would permit a 
plan to count as covered only employees 
who will actually receive benefits if they 
continue to work for the firm at their 
current salary.· 
C. EXCLUSION OF EMPLOYEES WHO HAVE WORKED 

LESS THAN 5 YEARS 

Minority statement-pages B15-B16: 
It would be possible for a corporation, 
particularly one with few employees, to 
see to it that employees were with the 
corporation less than 5 years if it wanted 
to establish a plan which would provide 
for high-paid employees, officials, and 
stockholders. 

Comment: Insofar as plans would be 
permitted to exclude employees with less 
than 5 years of service from participa· 
tion, the bill is similar to present law 
which contains an identical provision. 
The purpose of excluding employees with 
less than 5 years of service is to insure 
that benefits will accrue to permanent 
employees who properly are the respon
sibility of the firm insofar as retirement 
is concerned rather than short-term 
transition employees. 
D. EXCLUSION OF THE FIRST $4,000 OF WAGES 

FROM BENEFITS UNDER QUALIFIED PENSION 
PLAN 

Minority statement-page B16: In 
the case of pensions and annuity plans, 
the first $4,000 of wages paid could be 
excluded in determining the benefits and 
contributions. Benefits and contribu
tions would have to be allocated equally 
to each $1 of wages or salaries above 
the $4,000 amount. This would mean 
that an employee with an income of 
$4,001 would have his benefits computed 
on the basis of $1 in income, while an 
employee with $10,000 in income would 
have his benefits based on $6,000 of in
come. 

Comment: The bill would allow pen
sion and annuity plans to exclude the 
first $4,000 of wages in determining 
benefits and contributions on the 
grounds that social-security benefits 

. 

. 
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provide for the retirement needs of this 
portion of wages. Present law permits a 
plan to accomplish substantially the 
same results, although in a more compli· 
cated manner. For example, under the 
so-called social-security integration 
rules, a plan may provide benefits only 
for wages in excess of $3,600 a year. 
However, present law requires the use 
of complicated formulas to determine 
the amount of benefits which may be 
paid with respect to amounts in excess 
of $3,600 under such plans. The rule 
provided in the bill to exclude the first 
$4,000 of wages would not similarly re· 
strict benefits and would thus provide 
both greater flexibility and reduce the 
very complicated administrative prob· 
lems encountered by both the taxpayer 
and the Internal Revenue Service under 
present law. 
E. ALLOCATION OF EMPLOYERS' CONTRmUTIONS 

UNDER QUALIFIED PROFIT-SHARING PLANS 

Minority statement--page B16: In the 
case of profit-sharing and stock-bonus 
plans, the same rule as to contributions 
and benefits would apply to 75 percent of 
the employers' contributions; however, 
the remaining 25 percent of the employ
ers' contributions could be allocated so 
as to give higher-paid employees up to 
twice as much as $1 of wages as in the 
case of low-paid employees. 

Comment: The bill allows 25 percent 
of employers' contributions under profit· 
sharing and stock-bonus·plans to be allo· 
cated by the employer on a basis other 
than compensation in order to allow such 
plans sufficient flexibility to accomplish 
their objective of providing incentives to 
competent employees to contribute to the 
firm's progress. Present law is defective 
in this regard, since it does not have such 
flexibility. Moreover, efficient low-paid 
employees may benefit from the plan's 
ability to increase benefits. In addition, 
discrimination would be prevented, since 
at least 75 percent of the employers' con· 
tributions would have to be allocated 
among employees on the basis of com· 
pensation, and in no case could higher· 
paid employees receive more than twice 
as much benefits per dollar of wages as 
low-paid employees. 

The bill would make profit-sharing 
plans more attractive to low-paid em· 
ployees. Present law allows profit-shar· 
ing plans to restrict benefits to employees 
earning more than $3,600 a year on tne 
ground that social-security benefits pro· 
vide for employees earning less than this 
amount. The bill would require profit· 
sharing plans to pay benefits and make 
contributions for all compensation, in· 
eluding the first $3,600. This change is 
made on the ground that social-security 
benefits are intended for retirement pur. 
poses and should not be credited as pay
ments under a profit-sharing plan which 
is intended for incentive rather than 
retirement purposes. 
J'. EXEMPTION OF INSURANCE PREMIUMS PAID BY 

QUALIFIED PENSION TRUSTS 

Minority statement--page B17: Sec
tion 402 <a> <4> of the bill provides that 
the premiums shall not be taxable to 
the employee when they are paid. The 
proceeds from the insurance would be 
taxable when distributed by the trust. 
This is another case where, in effect, 

what very properly can be considered 
additional compensation would be per
mitted to escape tax, since it would not 
be considered under the bill as being 
additional compensation. 

Comment: Present law creates much 
administrative difficulty by taxing insur· 
ance premiums paid by qualified plans 
on behalf of covered employees to such 
employees. This procedure requires an 
allocation to be made of premiums paid 
to insurance companies, which is trou· 
blesome for employers and employees, 
and which, in the end result, ordinarily 
results in taxing only small amounts to 
a large number of employees. The bill 
eliminates these difficulties by not taxing 
such insurance premiums to the em
ployees at the time the insurance pro
ceeds are paid, but will tax the pro
ceeds--in excess of the $5,000 employee 
death-benefit exclusion-when received 
by the beneficiary. 

G. ANNUITIES AND NONQUALIFIED PLANS 

Minority statement--page B17: The 
bill provides that the employee will not 
have to include the premiums-for an
nuities-in his income when the em
ployer makes the payments. The em
ployee would be taxable only when the 
payments are received. In most cases, 
this will mean after the employee has 
retired and, at that time, his tax rate 
will probably be much lower than when 
the premiums were paid by the employer. 
Thus benefits which are, in effect, addi
tional compensation escape tax at the 
time payment for them is made by the 
employer. 

Comment: Insofar as the annuities are 
purchased for the employee under a 
qualified pension plan, the action of the 
bill in deferring the employee's tax until 
he actually receives benefits makes no 
change from present law. Such deferral 
of tax is an important means of stimu
lating the growth of qualified plans. 

Insofar as the annuities are purchased 
for employees under nonqualified plans, 
the bill makes a substantial improve
ment over present law. It, in effect, 
taxes the employee at the time he re
ceives benefits. 

Under present law, employers are en .. 
titled to take a deduction for contribu
tions to nonqualified plans only if the 
employees covered have nonforfeitable 
rights. Where the employees' rights to 
such contributions are forfeitable, em. 
ployees are never permitted to take a 
deduction for their contributions. Un· 
der the bill, employers contributing to 
nonqualified plans would be allowed a 
deduction regardless of whether the 
rights of employees are forfeitable or not. 
However, they would not be permitted to 
take the deduction until the employee 
actually received benefit. This defer .. 
ment of the deduction constitutes an im .. 
portant incentive for employers to estab
lish qualified plans which would permit 
them to take deduction for contribu
tions at the time such contributions are 
made, regardless of whether the rights 
of employees are forfeitable or not for· 
feitable. 

H. ESTATE TAX 

Minority statement--Page B18: Under 
present law, the value of an annuity or 
other payment received from an employ-

ees' trust which forms part of a pension, 
stock-bonus, or profit-sharing plan is in
cluded in the gross estate of an employee 
for estate-tax purposes. 

Section 2039 (c) of the bill would ex· 
empt such payments from qualified plans 
from the estate tax. When we realize 
that the exemption for estate taxes is 
$60,000, we can see that this provision 
will benefit only wealthy employees and 
will not benefit the average employee. 

Comment: This statement refers to 
the action of the bill in exempting from 
estate tax survivorship annuities paid 
under qualified plans. The exclusion of 
such annuities from estate tax will be 
beneficial in encouraging employees to 
elect to take reduced annuities with sur
vivorship features in order to provide for 
the needs of widows and other depen
dents. 

In addition, the exemption of such an. 
nuities from estate tax will eliminate 
many difficulties and inequities encoun .. 
tered under present law. The minority 
statement is inaccurate in indicating 
that all annuities paid out under em
ployee plans are taxed under present law. 
In general, annuities are now included 
in the estate for tax purposes only if the 
option to take the survivorship annuity 
was exercised by the covered employee 
after October 7, 1949. Annuities paid to 
beneficiaries under qualified plan are 
exempt from estate tax if the covered 
employee exercises the option to take 
the survivorship annuity before Octo· 
ber 7, 1949. Thus, the bill, by excluding 
all survivorship annuities under qualified 
plans from estate tax, corrects the pres
ent discriminatory treatment of such 
annuities. 

Moreover, under present law, where a 
joint and survivor annuity is subject to 
estate tax at the death of the primary 
annuitant, the survivor receives a basis 
for income-tax purposes which reduces 
the income tax payable in later years. 
The effect of the new rule is to remove 
the estate tax but subject the full amount 
of the benefits to the income tax. 

CORPORATIONS IMPROPERLY ACCUMULATING 
SURPLUS 

The minority report on the tax revision 
bill states that the changes proposed in 
section 102 would weaken existing law 
considerably and encourage tax avoid· 
ance. It is contended that the change 
in the burden of proof disregards the 
objectives of section 102, and that the 
taxpayer who has knowledge of the facts 
should be required to prove that the 
earnings are not in excess of the reason
able needs of the business. Objection is 
also raised to the elimination of the im· 
mediacy test as reducing the effective· 
ness of the penalty tax. It is further 
stated that the exclusion of publicly held 
corporations discriminates against 
smaller companies and is an invitation 
to tax avoidance by the publicly owned 
companies. 

The minority report ignores the fact 
that the administration of section 102 
has resulted in unnecessary harassment 
of taxpayers over a long period of time 
and has retarded the growth of small 
business. The committee's bill retains 
section 102 in full force and effectiveness, 
but · clarifies the application of the pro· 
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vision and prevents its being used as a 
threat against taxpayerf . 

The hearings before the Ways and 
Means Committee demonstrate amply 
that section 102 had served to discourage 
reasonable and desirable -business expan
sion. Many taxpayers stated that the 
threat of section 102 compelled unwise 
business decisions and was a constant 
threat to business management. Evi
dence was also submitted that the section 
102 issue has frequently been used as a 
threat by revenue agents to compel set
tlement of other issues in a manner prej
udicial to the taxpayer. The burden 
of proof imposed on the taxpayer under 
present rules appears to contribute to 
this type of abuse. 

The record in decided cases and the 
statistics with respect to section 102 as
sessments show that the penalty tax has 
been asserted in many instances against 
taxpayers which needed to retain the 
earnings in their business. In the liti
gated cases, it is well known that the 
Government's record has been unsatis
factory. Of the total of 101 cases, in
volving the penalty tax, decided from 
1913 to January 1, 1950, the Government 
prevailed in only 42. 

Section 102 has been applied in large 
measure against small, struggling busi
ness. 'I'he typical small business not 
only has an acute need for funds in or
_der to establish itself, but may have to 
rely principally upon the use of retained 
earnings for this purpose. Yet, it ap
pears from the records of the Internal 
Revenue Service for cases closed in the 
years 1950-52, that approximately one
third of the cases involved a section 102 
tax of $10,000 or less. Not only was the 
tax asserted most frequently against the 
small companies, but the Government 
collected a substantially greater percent 
of the proposed tax from the smaller 
companies. The inevitable conclusion 
is that the smaller corporations acceded 
_to the tax because they were unable to 
assume the burden of disproving the 
Government's determination. On the 
other hand, the larger tax;>ayers gener
ally carried their cases to an appellate 
level or to the courts, and in a substan
tial percentage of the total number of 
cases, either eliminated the tax entirely 
or secured favorable settlements. 

In view of the difficulties which have 
been repeatedly encountered by taxpay
ers and the Government in this area, the 
bill adopts amendments which would 
confine the application of the penalty 
tax to the cases for which it was orig
inally intended. The reasonable finan
cial needs of any business enterprise are 
necessarily difficult to determine. The 
only fair method of applying section 102 
is to confine it to cases where the ac
cumulation clearly exceeds the reason
able requirements or· the business. Fur
thermore, it is essential that the section 
102 cases should be carefully screened 
and analyzed before the tax is proposed. 
The revised section 102 will aid in this 
·respect by providing the Government 
with a ·statement from the taxpayer of 
'the reasons for the retention of earnings, 
and by requiring the Commissioner to 
·present substantial evidence where he 
contends that the accumulation exceeds 
the business requirements. 

The principal effect of changing the 
burden of proof will not be a weakening 
of the statute, but a more careful screen
ing of the cases to which section 102 is 
applied. The Government should have 
no difficulty in -showing the unreason
ableness of accumulations in the type of 
cases where it has hitherto prevailed. 
· The statement of the minority report 
that the taxpayer should have the bur
den of proof as in other tax cases wholly 
ignores the fact that section 102 involves 
a penalty tax. In circumstances in
volving a penalty tax, the burden of 
proof is frequently shifted to the Gov
ernment. Thus, the Government has 
the burden of proving fraud in order 
to collect the 50-percent fraud penalty. 
In cases involving a penalty tax, it is 
highly appropriate that the Government, 
which is alleging improper action on the 
part of a taxpayer, should be able to 
make out a case to that effect. Under 
the bill, it is noted that the officers and 
directors of the company will not be 
absolved of the task of showing the rea
sons for their accumulations. They will 
be required to submit a statement of 
such reasons and set forth the facts 
which would warrant such retention of 
earnings. 

The other changes which have been 
made in the statute, such as the elimina
tion of the "immediacy" doctrine and the 
exclusion of publicly held corporations, 
are merely clarifying changes designed 
to effectuate the original purposes of 
the statute. By allowing accumulations 
for the reasonably anticipated needs of 
the business, the bill makes clear that 
the addition of plant, equipment, or fa
cilities is a legitimate purpose for the 
retention of earnings. The corporation 
will thus be permitted to set aside funds 
for expansion programs and not required 
to make immediate investment of the 
funds. This amendment does not in 
any way permit companies to accumu
late funds for vague and indefinite proj
ects, or to postpone indefinitely the ex
ecution of their plans. 

An extreme example of the "immedi
acy" doctrine is found in World Publish
ing Company v. Commissioner <72 F. 
Supp. 886; 169 F. <2d) 186 0948)). In 
that case, the corporation, a newspaper 
publishing company, set aside earnings 
during the early war years for the con
struction of a new printing plant. Be
cause of the wartime restrictions, the 
plant could not be constructed until the 
close of hostilities. The Court held that 
the company was subject to the penalty 
tax, because there would be no immedi
ate investment of the funds. The appli
cation of the penalty tax in such a case 
appears to be wholly unwarranted. In 
effect, it becomes a tax on sound business 
planning. 

The objections raised in the minority 
report to the exclusion of publicly held 
companies from section 102 are obvious
ly ill-aimed. The penalty tax has never 
been imposed or asserted in the case of 
such a company. In practically all of 
the section 102 cases, a majority of the 
stock of the company is held by one or 
two individuals. The avoidance of the 
shareholder tax, which it is the intention 
of section 102 to prevent, occurs as a 
practical matter only in the area of 

closely held companies. The amend
ment excluding publicly held companies 
merely recognizes these facts and re
moves doubt as to the application of the 
tax. It should also be noted that only 
those companies with very broad stock 
ownership would be excluded, since there 
must be at least 1,500 shareholders, and 
no one family may own more than 10 
percent of the stock of the corporation. 

In summary, the objections of the mi
nority report fail to recognize a serious 
problem in tax administration and a 
threat to small business which has 
grown up under section 102. The pro
posed revision will eliminate these dan
gers but in no way prevent the applica
tion of the penalty tax where there is 
substantial evidence of tax avoidance. 

CORPORATE DISTRmUTIONS AND ADJUSTMENTS 

<a> Preferred-stock bailouts-pages 
J:l9-B21: 

In the discussion of the minority re
port concerning preferred-stock bailouts, 
this language appears: 

The bill, by allowing preferred-stock divi
dends to be issued and sold free of dividends 
tax, abandons the current Government posi
tion of ascertaining tax liability at ordinary 
rates at the time of issuance of the preferred 
stock in the case of prearranged sales. This 
rule could be retained at least as a comple
ment to any adequate event-of-redemption 
rule. 

The above-quoted language states that 
the bill permits stock dividends to be is
sued and sold "free of dividends tax." 
This statement is misleading. While 
under the bill the issuance of preferred 
.stock is tax free, the imposition at the 
corporate level of the transfer tax at the 
time of its redemption within 10 years 
either produces revenues or deters re
demption in much the same manner as 
the effective assertion of a dividend tax 
at the time of issuance. Moreover, the 
above language in suggesting that pres
ent law be retained "at least as a com
plement to any adequate event-of-re
demption rule" assumes that present law 
is effective as a deterrent to the bailout. 
Such an assumption is entirely unwar
-ranted. Denial of certiorari in the 
Chamberlin case makes clear, in the 
Sixth Circuit at least", that present law 
is no deterrent to the preferred-stock 
bailout. 

The further effect of the Supreme 
Court's action in denying certiorari is to 
-place the entire question in extreme 
doubt in each of the other circuits. 

One of the prime objectives of H. R. 
8300 is the development of certainty and 
predictability in the administration of 
the Internal Revenue Code. Retention 
of present law in the preferred stock bail
out area can serve only to defeat this 
objective, while at the same time forcing 
the Government to devote needless time 
and effort, in the Treasury Department 
and in the courts, directed toward im
plementation of a policy extremely diffi
cult of articulation and sustainment. 

It is further stated-at page B21-in 
the minority report that stockholders of 
a corporation having preferred stock is
sued more than 10 years ago are not sub
ject, upon redemption of such stock, to 
the transfer tax under section 309. 

A specific provision of the bill, section 
309 (c) makes eminently clear that such 
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is not the case. Under section 309 (c). 
nonparticipating stock is considered is
sued on the date of issuance or January 
1. 1954, whichever date is later. Ac~ 
cordingly, any preferred stock issued 
prior to January 1, 1954, will for the pur
pose of imposition of the transfer, be 
deemed issued on January 1, 1954. Un
der these circumstances, corporations 
having preferred stock issues previously 
outstanding will not be presented with 
any opportunity for avoidance of the im
pact of section 309. 

<b> Substantially disproportionate re
demptions-pages B21-B22: 

The minority report misconstrues the 
operation of section 302 (a) (4) of the 
bill, providing for capital gains treat
ment upon a substantially disproportion
ate redemption of stock. The example 
given in the report states that if share
holder X owns 9,000 of the 10,000 out-:
standing shares of participating stock 
of corporation A, a redemption from X 
of 721 of his 9,000 participating shares 
would be a substantially disproportion
ate redemption, and receive capital gains 
treatment. 

Section 302 (a) (4) in fact requires 
that a redemption will be characterized 
for capital gains treatment as substan
tially disproportionate only if the per
centage of participating stock in the cor
poration held immediately after the re
demption by the shareholder from whom 
the stock was redeemed, is less than 80 
percent of the percentage of the stock 
in the corporation held by him immedi
ately prior to the redemption. It is to 
be emphasized that the required reduc
tion in the percentage of stock held is to 
be determined by reference to the total 
outstanding shares in the corporation 
and not by reference to the number of 
shares held by the person from whom 
the stock is redeemed. Thus, in the ex
ample given in the minority report, since 
X owned 90 percent of the stock of cor
poration A immediately prior to the re
demption, such percentage must, imme
diately after the redemption, be less than 
72 percent--80 percent of 90 percent-
of the total shares of corporation A out
standing after .the redemption. To 
achieve this result, it is necessary for X 
to cause corporation A to redeem 6,428-
or more than two-thirds-of his 9,000 
shares and not, as the minority report 
seems to assume, 721-or just more than 
8 percent-of his 9,000 shares. 

<c> Abandonment of the proportion
ate interest rule-page B22: 

The minority report suggests that the 
present proportionate interest test for 
determining the taxability of stock divi
dends should be retained. 

One of the chief objectives of the bill 
is to achieve certainty. The proportion
ate interest test engenders confusion and 
continuing litigation, yet produces negli
gible amounts of revenue, and the gen
eral effect of its application is merely 
to serve as a trap for the unwary. Un
der the bill, although the act of distribu
tion of a stock dividend would not, of 
itself, constitute a taxable event, such a 
transaction may under the bill be taxed 
in terms of its true nature. Thus, if 
the stock distribution in fact is a trans
action having the effect of gift or pay
ment as compensation, it can be so taxed. 
At ·the same time, the confusion and 

complexities of the proportionate inter
est test are eliminated. 
TAX TREATMENT OF FOREIGN SUBSmiARIES AND 

BRANCHES 

A. Fourteen percent tax credit-pages 
B22-B23: 

First. The minority report makes the 
point that the 14-percent tax credit for 
foreign income discriminates against 
corporations operating at home. It 
should be noted, however. that existing 
law gives such a tax reduction to Western 
Hemisphere trade corporations. More
over, the argument overlooks the tax 
trend that has developed abroad in re
cent years, and its effect on United States 
revenues and corporations. Foreign 
countries have been steadily increasing 
their taxes on American corporations 
since a credit is allowed for foreign taxes 
under United States law, and, therefore, 
corporations do not really bear the bur
den of taxes imposed abroad up to 52 
percent of income. If this trend toward 
increased foreign taxes continues, it may 
be expected that the foreign income of 
American firms will be taxed at substan
tially the same Tates as domestic in
come, but the United States would not 
realize any revenue from it. The 14-
percent tax rate reduction in the bill 
places a lower ceiling on the taxes likely 
to be imposed abroad on American cor
porations. While this would not bene:lit 
the Treasury, it would involve no loss to 
the Treasury either, in the long run. It 
would benefit firms operating abroad, 
without doing injury to firms operating 
domestically. 

American firms operating abroad are 
in competition with enterprises of other 
countries, many of which do not impose 
taxes at the same as in the United States. 
And in many cases, foreign tax rates 
have been increased to apply only to 
American enterprises which are thus 
placed at a competitive disadvantage 
with enterprises of other countries. The 
adoption of a 14-percent credit as pro
vided in the bill will reduce the encour
agement for foreign countries to single 
out American concerns for excessively 
high taxes. 

Second. The minority report--page 
B23-makes the point that the reduced 
tax rate should be restricted to new in
vestment. To do so would place already 
existing enterprises abroad in a relatively 
unfavorable position compared with new 
United States firms which may be in 
competition with them. There seems to 
be little justification for tax discrimina
tion against firms that undertook the 
risks of foreign investment before tax 
rate reductions are adopted for such 
investment. 

Third. The minority report-page 
B23-points out that the tax rate re
duction would apply to all investment, 
irrespective of whether such investment 
was undertaken in underdeveloped 
areas or not. Restriction of the tax rate 
reduction to investment in the under
developed areas would impose both a 
political and an administrative problem 
in determining what areas are under
developed. Moreover, as a practical 
matter, such a distinction would be rela
tively unimportant. It is only in under
developed areas that tax rates are apt 
to be low enough so that American in
vestors could benefit from the reduced 

tax rate offered by the bill. In the de
veloped countries of the world, tax rates 
tend to approach those prevailing in tha 
United States, and the tax rate reduc
tion in the bill would be of little signifi
cance in those cases. 

B. Deferment of tax on income of for
eign branches-pages B23-B24: · 

First. The minority report criticizes 
the deferral provisions on the ground 
that they permit a domestic corporation 
to choose the year in which it desires 
to be taxed on its foreign income. This 
is inherent in the present tax treatment 
of foreign income derived through a 
foreign subsidiary, since the domestic 
~orporation may generally, at its elec
tion, decide when the subsidiary shall 
declare a dividend. The principle which 
the bill followed in deferring the tax 
on foreign branch income was to draw 
a close analogy to the present treatment 
accorded foreign subsidiaries of domestic 
corporations. 

Second. The minority report points 
out that under the bill the method of 
determining when branch income has 
been withdrawn permits obvious avenues 
of tax avoidance. The report continues 
that it would be possible for a domestic 
corporation to fraudulently allocate in
vestment to a branch on particular dates 
in order to prevent a determination that 
the branch has remitted income to the 
home office. This is hardly valid criti
cism, since there is an explicit provision 
that the domestic corporation must treat 
its branch as a separate and distinct 
entity, and that the tax computation 
relating to the branch must be in accord
ance with a method of accounting recog
nized under the bill. If the domestic 
corporation does not clearly reflect the 
proper accounts of its foreign branch, 
there is sufficient power in the hands of 
the Internal Revenue Service to adjust 
such accounts properly. 

Third. The minority report points out 
that the foreign tax credit accorded do
mestic corporations for foreign taxes 
paid by its foreign branches permits a 
deduction of such taxes as well as a 
credit for such taxes. The example 
used by the report overstates the amount 
of the credit allowed under the bill and 
thus is in error. 

In the example given in the minority 
report, it is stated that a foreign branch 
earning $50,000, subject to a foreign tax 
of $12,500, bringing home the net pro
ceeds of $37,500, would be allowed a 
credit for the full foreign tax of $12,500. 
This is not correct. Actually, the credit 
for the foreign tax would be limited to 
$9,375; the tax credit under- both the 
present law and the proposed law is 
limited to the part of the tax which ap
plies to the dividends of withdrawn prof
its and not to the full amount of the 
earnings before the foreign tax. 

Apart from this error, however, the 
method of determining the amount of 
the foreign tax credit is comparable to 
that presently accorded domestic corpo
rations receiving dividends from foreign 
subsidiaries. Since the general purpose 
of this part of the bill is to negate the 
tax consequences of doing business 
through different legal forms, it appears 
appropriate to treat taxpayers similarly 
situated equally. It should be noted that 
the election to be treated as a foreign 
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subsidiary may also work against a tax· 
payer. For example, such a branch will 
not be permitted to take percentage de· 
pletion. 

Fourth. The minority report points 
out that domestic corporations with for .. 
eign branches may take their losses prior 
to making an election and at the time 
when profits are likely will make the 
election to be treated as a foreign 
subsidiary. This result can also be 
achieved under present law by operating 
through a branch in the early loss years 
and at the time when profits are predict· 
able, incorporate such branch as a for· 
eign subsidiary. The bill thus, in this 
respect, also merely makes the tax law 
neutral as between operations through a 
branch and a subsidiary. 

CONSOLIDATED RETURNS 

The minority report-page B24-criti
cizes the reduction in the stock-owner· 
ship requirement from 95 to 80 percent. 
The section accomplishing this reduction 
is section 1502 (a), not 542 (b) (2) as 
stated in this report. 

The minority report states that the 
reduction from 95 to 80 percent would 
appear unfair to the 20 percent minority 
stockholders, who may well see their pos
sible benefits from the operating loss 
carryback or carryforward wiped out 
by consolidation with other income of 
the majority stockholder. This observa
tion seems to lack substance in view of 
the fact that under section 1732 the tax
payer is given four choices in allocating 
the tax liability of the group among the 
m_embers of the group for purposes of 
determining the earnings and profits of 
each member of the group. Particularly 
paragraph (2) of section 1732 <a) would 
protect the minority members. Under 
corporate law, a minority has ample 
methods of protecting itself and the tax 
law should not be used as a method of 
enforcing rights under the corporate law. 

Mr. MILLS. Mr. Chairman, will the 
gentleman yield? 

Mr. BYRNES of Wisconsin. I yield to 
the gentleman from Arkansas. 

Mr. MILLS. Would my friend from 
Wisconsin be kind enough to advise me 
the pages or the sections of the minority 
views to which he has alluded? 

Mr. BYRNES of Wisconsin. I will say 
to the gentleman that I am referring to 
that aspect of the minority report which 
makes an item-by-item analysis of the 
proposals with which the gentlemen of 
the minority find fault; and in this 
analysis we refer to the specific page in 
the minority report and the specific pro
vision that we are analyzing, so that 
there will be no difficulty in putting the 
two together. 

Mr. MILLS. I wondered if I could 
have the information immediately. 
However, I suppose I can find it in the 
RECORD in the morning. 

Mr. BYRNES of Wisconsin. The gen
tleman can, but I will also be very glad 
to show the gentleman the material at 
this time. 

Mr. MILLS. I thank the gentleman. 
Mr. REED of New York. Mr. Chair

man, -I yield 15 minutes to the gentle
man from Ohio [Mr. JENKINSJ. 

Mr. -JENKINS. Mr. Chairman, for 
some time we in and around Congress 
have been discussing what we call the big 

bill. Everybody has complimented the 
Ways and Means Committee, its staff, 
and the staff of the Treasury for the fine 
work that has been done in connection 
with the preparation of the bill. The 
bill is entirely too complicated to be mas
tered in detail in the time that we have 
in which to study it. I should like, if 
you will permit me for a minute or two, 
to show you how wonderfully prepared 
this bill is and how serviceable it is. I 
am going to turn to page 7 45 of this big 
bill and, if you will bear with me, I should 
like to use it as an example to indicate 
the work that has been done and how 
accurate it is. 

On page 7 45 you will see the marginal 
notes on the side indicating the number 
of sections in the old law the staff has 
referred to in presenting this concise 
section 7101 relating to bonds. 

CHAPI'ER 73-BONDS 

SEC. 7101. Form of bonds. 
SEC. 7102. Single bond in lieu of multiple 

bonds. 
SEC. 7103. Cross references-other provi

sions for bonds. 
SEC. 7101. Form of bonds: 
Whenever, pursuant tO' the provisions of 

this title (other than sections 7485 and 
6803 (a) (1)), or rules or regulations pre
scribed under authority of this title, a per
son is required to furnish a bond or 
security-

( 1) General rule: Such bond or security 
shall be in such form and with such surety 
or sureties as may be prescribed by regula
tions issued by the Secretary or his delegate. 

(2) United States bonds and notes in lieu 
of surety bonds: The person required to fur
nish such bond or security may, in lieu 
thereof, deposit bonds or notes of the United 
States as provided in 6 U. S. C. 15. 

(Sees. 44 (d) (in part), 56 (c) (2) (in 
part), 112 (b) (6) (D) (in part), 131 (c) 
(in part), 146 (b) (in part), 272 (j) (in 
part), 273 (f) (in part), 822 (a) (2) (in 
part) , 871 (h) (in part), 872 (f) (in part), 
926 (in part), 1012 (i) (in part), 1013 (f) 
(in part), 1145 (in part), 1818 (a) (in part), 
2302 (e) (in part), 2322 (e) (in part), 2352 
(e) (in part), 2474 (in part), 2569 (b) (in 
part), 2653 (d) (in part), 3360 (d) (2) 
(B) (in part), 3412 (d) (in part), 3413 
(in part), 3660 (b) (in part) 3722 (c) (in 
part), 3724 (c) (in part), 3943 (in part), 
3992 (in part), 4010 (in part), I. R. C.; 
u.s. c. 15.) 

SEc. 7102. Single bond in lieu of multiple 
bonds: 

In any case in which two or more bonds 
are required or authorized, the Secretary or 
his delegate may provide for the acceptance 
of a single bond complying with the require
ments for which the several bonds are 
required or authtorized. 

(Sec. 3676, I. R. C.; new (in part).) 
SEc. 7103 . Cross references-other provi

sions for bonds: 
(a) Extensions of time: 
( 1) For bond where time to pay tax or 

deficiency bas been extended, see section 
6165. 

(2) For bond to stay collection of a jeo
pardy assessment, see section 6863. 

(3) For bond to stay assessment and col
lection prior to review of a Tax Court deci
sion, see section 7485. 

( 4) For furnishing of bond where taxable 
year is closed by the Secretary or his dele
gate, see section 6851 (e). 

( 5) For bond in case of an election to 
postpone payment of estate tax where the 
value of a reversionary or remainder interest 
is included in the gross estate, see section 
6165. -

(b) Release of lien or seized property: 
( 1) For the release of the lien provided 

for in section 6325 by furnishing the Secre• 

tary or his delegate a bond, see section 6325 
(a) (2). 

(2) For bond to obtain release of perish
able goods which have been seized under 
forfeiture proceeding, see section 7324 ( 3). 

(3) For bond to release perishable goods 
under levy, see section 6336. 

(4) For bond executed by claimant of 
seized goods valued at $1,000 or less, see 
section 7325 (3). 

(c) Miscellaneous: 
(1) For bond as a condition precedent to 

the allowance of the credit for accrued for
eign taxes, see section 905 (c) . 

(2) For bonds relating to alcohol and 
tobacco taxes, see generally subtitle E. 

Then further down the page is another 
paragraph setting forth the cross-refer
ences relating to bonds. Every cross
reference is indicated. They show every
thing that has been done that has a 
bearing on this subject. As I said be
fore, this legislation represents a diffi- , 
cult job, well done. Even the gentle
man from Tennessee [Mr. COOPER], with 
all his faultfinding, would not criticize 
the sort of a program, that is for the 
best interests of everybody. I am sure 
the people of the United States will ap
prove it. 

If, however, you have made up your 
mind that you do not want to deal with 
this big bill, and it is going to be a very 
cumbersome thing for you to use and 
carry around, then I am going to sug
gest another plan. 

I am turning to the committee report 
which may be a good deal more service
able. That also indicates the work the 
committee and the staff have done. If 
you will turn to page A3 of the com
mittee report, there will be found the 
table of contents showing all of the sub
jects covered by the "big bill" ' and all 
treated briefly in the report. In this way 
you will save yourselves a lot of work and 
enable yourselves to find a list of all the 
subjects covered. This again shows that 
this tax bill is no child's play. You can
not laugh it off. You just cannot make 
light of it. It has been prepared not for 
Democrats or Republicans but for the 
present and for posterity. It is a job 
that should be done. I think anybody, 
Democrat or Republican, ought to vote 
for this bill just for the very sake of the 
fact that it is a bill that is sorely needed 
by the courts, the lawyers, the business. 
men and the public generally. 

We can argue about the little differ
ences and we can never agree on some 
of them, but if you vote against this bill 
you are going to vote against something 
that is for the best interests of the coun
try. There might be a few lines you do 
not like, but generally speaking, this bill 
recommends itself and it ought to be 
passed. 

Let us see what the minority report 
says about this bill. Let us turn to that 
minority report. I am going to read you 
a paragraph from it. It sounds pretty 
good. The Democratic members of the 
committee are talking in the report the 
way they talked when we were writing 
the- bill. I want to compliment the 
Democrats. They were the most tract
able and the best working outfit I ever 
saw while we were preparing this bill. 
I do not know what happened to them 
that made them now find so many things 
to criticize and complain about in the 
bill. When they started to write their 
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report they got the finest paragraph 
contained in it right at the beginning. 
Let me read it to you: · 

This bill ~mbodies a. much needed revision 
of the tax laws. Much obsolete language has 
been deleted; provisions have been rear
ranged for clarity and ease of use, and much 
simplification has been made. To this extent, 
the bill is very commendable. 

Now, then, that is what the Democrats 
say about this bill. That is the way they 
were when we were writing this bill. I 
would like to compliment them. But, in 
another paragraph of this report, they 
write something that is not a credit to 
them. They are as nice a bunch of fel
lows as that other paragraph would in
dicate, but I do not believe they all saw 
this other paragraph. I do not know 
whether they approved it or not, but 
let me read it to you. It says: 

Attempts are being made to hoodwink the 
public by talking about the great relief 
which is being given the average taxpayer 
and the average family. 

Well, I never heard anything about 
that until I read it here in this report. 
I was very much surprised. 

They say further: 
We defy anyone to find such relief in this 

bill. 

That is what they say. They defy 
anybody. Now you know that all I have 
to do is to just turn to the next page of 
their report to see that they tell a differ
ent story. On one page they defy any
body to :find any relief. You can turn 
to the next page and :find a list of the 
dollar amounts of tax relief granted as 
follows: 

Tax reductions for fiscal year 1955 only 1 

Individuals: 
Wage and salary earners: Millions 

Interest charge on installment con-
tracts--------------------------- $10 

Liberalized medical expense deduc-
tions --------------------------- 80 

-90 

Selected categories:· 
New rule for taxation of annuities__ 10 
Exclusion of $1,200 of retirement in-

come --------------------------- 125 
Child care expense deduction______ 40 
New definition and treatment of de-

pendents------------------------ 85 
Heads of families----------------- 50 

310 

Businessmen and farmers: 
Depreciation---------------------- 75 
Soil and water conservation expense 

deduction_______________________ 10 

85 

Exceptional categories: 
Increased exemption for certain 

trusts--------------------------- 3 
Exemption of life insurance from es

tate tax where premiums paid by 
decedent------------------------ 25 

Dividend exclusion and tax credit __ 240 
Increased charitable deductions____ 25 

293 

Total---------------------------~ 
2 All estimates made by the staff of the 

Joint Committee on Internal Revenue Taxa
tion. 

The minority report itself lists tax re
lief in the amount of $778 million. On 
one page they say that we were a terri
ble bunch of people, that we were hood
winking everybody, and they defy any
one to :find any tax relief in this bill 
and over on the other page by their own 
:figures they acknowledge relief of $778 
million. Now, if anybody on the minority 
wants to explain that inconsistency, I 
would appreciate their taking the time 
to do so. Of course, we gave tax relief 
through tax revision and they did it, too. 
They helped to do it, and we were glad 
to have their help. Without the help of 
the minority we would not have been able 
to write as good a bill. I do not know 
why they now say that somebody has 
attempted to hoodwink the public. That 
is not a credit to them and it is not 
true. 

I notice that one of our distinguished 
colleagues on the minority side holds an 
exception to this minority report. I do 
not quite understand his position. He 
ratified most of it, but says he does not 
want to approve everything that they 
say. I agree with that as far as that is 
concerned. The distinguished gentle
man from Louisiana [Mr. BOGGS] is a 
very able man. He says he does not 
agree with this matter of doing away 
with dividends. In other words, he is 
in favor, as I understand it, of doing 
something about this unfair dividend 
discrimination contained in present law, 
or as it is called double taxation of divi
dends. Am I right on that? Is that 
what he stand for? I think it is. So I 
say to all the Democrats and Republi
cans alike, this report of the Democratic 
members of the committee is not a sanc
tified document. They do not agree 
among themselves, and I hope that to
morrow they will not agree too well 
among themselves so that we can get 
along with this big piece of legislation. 

From all indications, the issues, as de
fined by the Democrats, are what we are 
going to do about double taxation of divi
dends. I daresay you have heard that 
agitated very much in the country for 
the past 2 or 3 years. The people want 
action and we are giving it to them. 

Someone says, "Well, if you give this 
increased exemption to the people it all 
goes to the poor people." Who is going 
to get this $100 when you give that to 
them? My friends, 80 percent of this 
$100 is going to go to the well-to-do peo
ple. The poor little fellow, will only get 
20 percent of it. And if that man has 
a family of say 4, 5, or 6 children he is 
going to get a $600 exemption fo~ each 
dependent anyhow. If he did not make 
over $300 a month, he will not. have to 
pay any taxes. Thus, we cannot lose 
sight of the real purpose of this impor
tant legislation and we should not fall 
out over small matters at this late date 
in the consideration of this bill. We 
will never agree on all small details, but 
we can agree on the major purpose and 
principles. 

We must not lose sight of our impor
tant responsibilities. We must bring 
sound fiscal practices to bear and sta
bilize our :finances. Nearly everything 
that my very distinguished and able 
friend the gentleman from Tennessee 

[Mr. CooPER] talked about contributes 
to an increase in the Federal deficit and 
further an increase in our national debt. 
The fiscal program of the Republican 
administration and the Republican Con
gress is going to produce a prosperous 
peacetime economy. 

We have a free-enterprise system that 
is healthy and vigorous. It will notre:. 
main so in the face of endless uncon ... 
trolled inflation. So I come back to 
where I started; that is, that I think the 
staff has given us a wonderful bill. The 
Republicans and Democrats, working to
gether, have brought out a wonderful 
bill, and I want this wonderful bill to be 
passed and everybody get the benefit of 
it. 

Mr. MILLS. Mr. Chairman, will the 
gentleman yield? 

Mr. JENKINS. I yield to the distin
guished gentleman from Arkansas. 

Mr. Mll.LS. Did I understand the 
gentleman from Ohio to say that the 
staff is to be given credit for this bill? 

Mr. JENKINS. I said they are to be 
given the credit which is due them. 

Mr. MILLS. But it is a committee 
bill. 

Mr. JENKINS. Oh, yes; certainly it 
is the committee bill. But we would not 
have made much headway writing this 
big bill if we had to do it ourselves. 

Mr. MILLS. I want to plead guilty to 
what the gentleman said, but I want to 
defend the gentleman himself because 
if there is any-body on the committee 
who understands what is in this bill it 
is the gentleman from Ohio [Mr. JEN
XINsJ. The gentleman took a very ac
tive part in the preparation of this bill 
and I do not want the RECORD to stand 
that it was a staff bill. I want the gen
tleman to receive credit for his share. 

Mr. JENKINS. I thank the gentle .. 
man. Incidentally, I wish I was as in
formed on tax matters as is the gentle
man from Arkansas. 

Mr. COLE of Missouri. Mr. Chair
man, will the gentleman yield? 

Mr. JENKINS. I yield. 
Mr. COLE of Missouri. Is it not a 

fact that this bill helps millions of fam
ilies through the provision whereby a 
dependent may earn over $600 a year 
and still be treated as a dependent? 

Mr. JENKINS. Yes. That is a won
derful feature of this bill. Another fea· 
ture in this bill worthy of note is that 
provision affording tax relief to the re
tirement income of schoolteachers, :fire
men, letter carriers, and other retired 
persons. Consideration has been given 
to them. They are tremendously well 
pleased. I do not see how anybody can 
vote against this bill and go back home 
and face his schoolteachers and the 
small-tax payers who receive so much 
relief in this bill, H. R. 8300. 

Mr. McCARTHY. Mr. Chairman, will 
the gentleman yield? 

Mr. JENKINS. I yield to the gentle
man from Minnesota. 

Mr. McCARTHY . . Mr. Chairman I 
~sk unanimous consent that after 'au 
members of the committee have spoken 
I may be permitted to extend my remar~ 
in the RECORD. 

The CHAIRMAN. Without objection 
it is so ordered. · ' 
' There was no objection. 
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Mr. GROSS. Mr. Chairman, will the 

gentleman yield? 
Mr. JENKINS. I yield to the gentle

man from Iowa. 
Mr. GROSS. Is any change made in 

the capital-gains tax? 
Mr. JENKINS. Yes. That is a very 

important matter. But I cannot go into 
that now. That is a study in itself. I 
ask 'the gentleman to look that up in the 
citations I have given. The gentleman 
is a close student of legislation, and if 
he cannot find the answer, I will be glad 
to help him. 

Mr. Chairman, I wish to extend my re
marks and include a document, most of 
which was prepared and put out a day 
or two ago by our distinguished chair
man. I am willing to take it as my own 
statement and insert it here as a part of 
my remarks. 

The CHAIRMAN. Is there objection? 
There was no objection. 
<The matter referred to follows:) 

H. R. 8300, INTERNAL REVENUE CODE OF 1954 
This bill represents the :first complete 

overhaul of the Federal tax system in · over 
75 years. 

It is certainly the most monumental piece 
of legislation to ever come before Congress
at least in my memory. 

The Committee on Ways and Means held 
extensive tax revision hearings throughout 
last summer. We stayed in session for 2 
weeks after adjournment, meeting all day 
and often well into the night. We heard 
over 600 witnesses. Tax experts from all 
over the country have given us the bene
fit of their help. Staff experts alone have 
spent over 300,000 man hours of work on 
the preparation of the bill. 

The bill has been written in complete 
cooperation between our committee and 
the Treasury. 

The net revenue effect of this bill is a 
loss of $197 million. The revenue effects 
are summarized in the table which I have 
bad distributed. You will note that the pro
visions with respect to individual taxpayers 
will cost $778 million. Under corporations 
you will see that the loss provisions total 
$619 million. In other words, individuals 
will receive $159 million more relief than 
corporations under the bill. However, that 
is only part of the story. The bill also ex
tends for 1 more year the present 52 percent 
corporate rate which would otherwise ex
pire on April 1. This extension will bring 
in $1.2 billion revenue in fiscal 1955. As a 
result, the combined net effect of the cor
porate provisions is to increase revenue by 
$581 million. Therefore, the corporate tax 
provisions almost pay for the entire cost of 
the bill. 

I would now like to summarize briefly the 
main provisions of the bill. I will confine 
this summary to those provisions which have 
a significant revenue effect. 

Head of family: Under existing law a head 
of household is only entitled to one-half 
the benefits of income splitting. 

Under the new code, a head of family will 
be entitled to the full benefits of income 
splitting accorded to married couples. 
Moreover, it will not be necessary that the 
dependents actually live in the taxpayer's 
household. 

The cost of this provision is estimated to 
be $50 million for fiscal 1955. 

Dividend credit: The provisions regarding 
dividends have received considerable public 
attention. They are among the most impor
tant parts of the bill. Under existing law, 
dividends are taxed twice-once in the hands 
of the corporation at a 52 percent rate and 
again in the hands of the shareholder at 
rates running up to 87 percent. This is not 
true with respect to other forms of income. 
For example, wages can ~ deducted in com• 

puting the corporation's income tax. In
terest can also be deducted. Therefore, these 
items are taxed only once. Dividends on the 
other hand cannot be deducted by the cor
poration and are thus taxed twice. It is 
fair to say that dividends are taxed today 
at higher rates than are imposed on any 
other forms of income, including wages. 

Because of this situation, the present tax 
laws discriminate in favor of debt financ
ing and against equity financing. The right 
to deduct interest leads businesses to borrow 
rather than to meet their capital needs by 
selling stock. This is not pure theory. 
Recent figures of the Securit ies Exchange 
Commission show that of all new money 
offerings in 1951 common stock issues rep
resented only 18.6 percent of the total. 
These facts should serve a clear warning. 
Borrowed capital is not risk capital. It is 
not venture capital. We cannot build a 
strong and vigorous economy on a founda· 
tion of debt. We must attract venture cap
ital. That is what the bill seeks to do. 

The bill provides that an individual may 
exclude from his gross income up to $50 of 
divid~nd income from a domestic corpora
tion during a taxable year ending after July 
31, 1954, and before August 1, 1955, and up 
to $100 of such income in years thereafter. 
In addition, the bill provides for a dividend 
received credit against tax equal to 5 per
cent of dividend income above the exclusion 
received after July 31, 1954, and before Au
gust 1, 1955, and 10 percent of such dividend 
income received after that date. 

For example, take a man with $250 of 
dividends. In the :first year of this provi
sion, he would exclude $50 of those dividends 
from his income entirely. Then he would 
compute 5 percent of the balance of $200. 
The amount so computed--$10-he would 
apply as a reduction against his total tax. 

It should be noted that both Canada and 
England have adopted provisions designed to 
reduce the double taxation of dividends. 
Canada gives credit of 20 percent-twice the 
amount contemplated by this bill. 

I would like to emphasize that the total 
exclusion of small amounts of dividends will 
be a significant factor in attracting people 
of small means to invest in stocks. 

There are about 6.5 million stockholders 
in publicly held corporations. There are no 
figures available on how many more there are 
in small corporations. Of these 6.5 million 
stockholders, 44 percent had incomes o! 
less than $5,000 in 1951. 

The dividend provisions are estimated to 
cost $240 million in fiscal 1955 (as compared 
to a $2.3 billion loss from a $100 increase in 
exemptions). 

Taxation of annuities: Under existing law, 
annuitants are required to report as income 
in each year 3 percent of the consideration 
paid for the annuity, even though most poli
cies include interest at a much lower rate 
than this. Under the 3-percent rule an
nuitants can rarely recover their cost even 
though they live out their life expectancy. 
The bill remedies this situation by providing 
that annual exclusions will be computed by 
dividing the total consideration paid for the 
annuity by the expected life of the annui
tant. 

·The cost of this provision for fiscal 1955 
is estimated to be $10 million. 

Definition of a dependent: The new code 
makes three important changes with respect 
to the definition of a dependent. The first 
change is the elimination of the income test 
for children under 18. Under present law, 
a taxpayer is not allowed a dependency ex
emption for a child who earns over $600 a 
year even though he supports the child. 
The bill eliminates this hardship by pro
viding that the $600 gross income test will 
not apply in the case of children who are 
under 18, or if over 18 who are students as 
long as the taxpayer continues to provide 
over half of their support. 

The second important change which the 
bill makes with respect to the definition of 

dependent is that it permits the rotation of 
such an exemption. Often an aged relative 
is supported by the joint contributions of a 
number of members of his family, none of 
whom could afford by himself to provide over 
half of the dependent's support. Under 
existing law, no exemption can be granted 
with respect to this dependent even though 
it is just in this type of case that the exemp
tion is most needed. The new code pro
Vides that, in such a . situation, a group of 
taxpayers may agree to allocate the exemp
tion to any designated member of the group 
who contributes a substantial part of the 
support. 

The third important change which the 
bill makes in this area is to allow a taxpayer 
to claim as a dependent a foster child or 
any other person, regardless of relationship, 
whom he supports in his home during the 
taxable year. 

The provisions with respect to dependents 
will cost about $85 million. 

Retirement income credit: Under existing 
law, benefits paid under the social security 
program and certain other retirement pro
grams of the Federal Government are exempt 
from tax. The bill extends a substantially 
similar exemption to all forms of retirement 
income. Under the bill, an individual who is 
65 years or over is granted a tax credit equal 
to the tax at the first bracket rate of the 
amount of his retirement income to $1,200. 
For low bracket taxpayers, this is tanta
mount to a complete exemption of $1,200 
retirement income. 

It is estimated that this provision will cost 
$125 million in fiscal 1955. It will benefit 
millions of retired schoolteachers, policemen, 
firemen, civil servants, and other retired 
citizens. 

Carrying charges on installment purchases: 
While interest payments are generally de
ductible for income-tax purposes, interest 
charges with respect to installment pur
chases cannot be deducted in determining 
taxable income unless specifically designated 
in the sales contract. Very often the seller 
will refuse to specify his carrying charges 
because he does not want this information 
to be available to his competitors. This 
means that the taxpayer cannot take any 
deduction for interest. The bill will elim
inate this discrimination against small tax
payers by permitting them to deduct, as in· 
terest, carrying charges up to 6 percent of 
the average unpaid balance on installment 
purchases during the year. 

This provision is estimated to cost $10 mil
lion in fiscal 1955. 

Deduction of medical expenses: At the 
present time, taxpayers are often not able 
to deduct medical, dental, and similar ex
penses because oi the limitation which allows 
a deduction for expenses only to the extent 
they exceed 5 percent of the taxpayer's ad
justed gross income. The bill reduces the 
present limitation to 3 percent of the tax
payer's adjusted gross income. For example, 
a taxpayer with $3 ,000 of adjusted gross 
income who has medical expenses of $150 
will be entitled to deduct $60 of medical bills 
under the bill, whereas in the present law 
he is not entitled to deduct a penny of his 
medical expense. 

This relief will cost $80 million in 1955. 
Child care expenses: In many families 

where the husband or wife has died, or where 
there has been a divorce, the remaining 
spouse, in order to be employed must incur 
expense to provide care for the children. 
Present law does not permit deduction of 
these child-care expenses even though they 
are essentially expenses incurred for the pur
pose of allowing the taxpayer to earn an 
income. The bill will permit widows, wid
owers, or divorced persons, and also mothers 
whose husbands are mentally or physically 
defective, to deduct up to $600 of the ex
penses incurred for the care of their chil· 
dren under the age Of 10 so that they may 
be gainfully employed. Similar expenses 
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may also be deducted for children between 
the ages of 10 and 16 who are physically 
handicapped and are unable to attend a 
regular school. 

This provision is estimated to cost $40 
million in fiscal 1955. 

Increase in personal exemption for dis
tributable trusts: The bill increases the ex~ 
emption for distributable trusts from $100 
to $300, leaving unchanged the present $600 
deduction for estates. The purpose of this 
provision is so that small trusts will not have 
to report small amounts of capital gains re~ 
alized during the year, a nuisance to both 
the taxpayer and to the Government. 

It is estimated that the effect of this pro~ 
vision will be a $3 million loss in 1955. 

Premium payment test for life insurance: 
Under existing law, the proceeds of life in~ 
surance on the life of a decedent are sub~ 
jected to a tax in his estate to the extent he 
paid the premiums on the policy even 
though the decedent gave away all his rights 
to the policy and retained no power to dis~ 
pose of it, borrow against it, change the 
·beneficial owner of it, or in any way treat 
it as if he owned it. This treatment discrim~ 
inates against insurance, for no other prop
erty is subject to estate tax where the de~ 
cedent initially purchased it and then long 
before he died gave it away. The bill re~ 
moves this discrimination by eliminating 
the premium-payment test with respect to 
life insurance. 

It is estimated that this provision will cost 
about $25 million in the fiscal year 1955. 

Charitable contributions: The bill will 
raise from 20 to 30 percent the charitable 
contribution limit for individuals. This ex~ 
tra 10 percent is to be allowed only with 
respect to contributions to religious orders, 
educational institutions, hospitals, churches 
and conventions of churches. The purpose 
of this amendment is to aid these paxticu~ 
lar institutions in obtaining the additional 
funds they need in view of their rising costs 
and the relatively low rate of return they 
are receiving on endowment funds. 

The cost of this provision for fiscal195S is 
estimated at $25 million. 

Deduction for soil and water conservation 
expenditures: Another extremely important 
feature of the bill is the deduction for soil 
and water conservation expenditures. Ex
isting law usually requires farmers to cap
italize expenditures made to improve their 
land rather than allowing the deduction of 
these expenditures as current expenses. 
This means that the farmer can usually not 
recover any part of these expenses for tax 
purposes unless he sells his farm because, 
unlike factories or machines, land is not 
depreciable. The bill will allow farmers to 
deduct expenses for soil and water conser~ 
vation, including those for leveling, grading, 
terracing, drainage, contour furrowing, erad
ication of brush, planting of windbreaks, 
and other expenditures for treatment or 
moving of earth. The deduction is limited 
to 25 percent of farm income. This provi~ 
sion of the bill will greatly encourage sound 
conservation practices. It is believed that 
it will be a significant factor in increasing 
the productivity of our farms in future years, 
and, through the promotion of a sound farm 
economy, benefit all our taxpayers. 

The cost of this provision in fiscal 1955 
1s estimated to be $10 million. 

Depreciation: I shall explain the deprecl~ 
ation changes when I come to the provisions 
affecting corporations. I would just like to 
emphasize at this point that the liberalized 
depreciation provisions will be of great bene
fit to individuals. You will note from the 
revenue table that the depreciation changes 
will involve about $75 million in relief to 
individuals. Farmers will benefit paxticu~ 
larly with respect to their purchases of farm 
machinery and the construction of new farm 
buildings. Small-business men, individual 
proprietors and shopkeepers will receive sim~ 
llar benefits from the liberalized deprecia~ 
tion rules. 

· i have only described those provisions af
fecting individuals which have a significant 
revenue effect. There are many others which 
will be of great importance to individual 
taxpayers. Among these are: a broader ex~ 
emption of death benefits paid to the widows 
of employees; more equitable rules for the 
tax treatment of pension and profit-sharing 
plans; liberalized treatment of sickness and 
accident benefits; eased requirements for the 
filing of returns and the declarations of esti
mated t ax; tax incentives to encourage the 
development of inventions; fairer treatment 
of homeowners when they sell their homes; 
broadened deductions for the transportation 
expenses of employees; liberalized treatment 
for the expenses of salesmen; clear rules for 
the tax treatment of meals and lodging; ex
tension of the income-tax exemption of 
members of the Armed Forces serving in com
bat zones; clarification of the tax treatment 
of mortgage foreclosures; clear rules for the 
tax treatment of prizes, awards, fellowships 
and scholarships; and a great many other 
long-needed reforms. 

I would like to turn now to the changes 
affecting corporations. 

Depletion: Under existing law percentage 
depletion has been granted to 56 classes of 
nonmetallic minerals. Many of the classifi
cations have been inexact and there has been 
much uncertainty and controversy in this 
area. The bill clarifies existing law and pro
vides a grouping which is administratively 
more feasible and competitively more equita
ble. Under this revision there are a few in
creases, but no reductions, in the rates of 
percentage depletion allowed by present law 
and regulations. 

The cost of this revision is estimated to be 
.$27 million for fiscal 1955. 

Foreign income: A major provision affect
ing corporations is that which extends to 
businesses having a substantial investment 
abroad certain benefits for which only cor
porations engaged in business in the West
ern Hemisphere can qualify under present 
law. In general, this provision will mean 
that a corporation will receive a 14-point 
tax reduction with respect to income derived 
abroad from an active trade or business. 
Corporations which now are engaged largely 
in the importation or sale of goods without 
conducting any other significant economic 
activity in the foreign country will not be 
entitled to the credit. The reduction in tax 
is also denied where more than 25 percent 
of the foreign income is derived from the 
manufacture of goods intended for sale or 
use in the United States. 

The bill also contains provisions which 
will permit deferment of tax on the earnings 
of a foreign branch until those earnings are 
brought back to ·the United States. This 
will give branches roughly equivalent treat
ment to that now available to foreign sub
sidiaries. 

The purpose of these provisions with re
spect to foreign operations is to place Ameri
can business abroad in a position where they 
can more effectively compete with foreign 
businesses. 

The cost of these proyisions is estimated 
to be $147 million in fiscal 1955. 

Depreciation: The depreciation deduction 
allowable against taxable income represents 
the exhaustion, wear and tear of property 
used in a business, including its gradual 
obsolescence. Under existing law most tax
payers have been required to use the straight
line method, although some have received 
more favorable treatment. Under the 
straight-line method the cost of the property 
is spread evenly over the years of service 
life, even though in most cases the property 
depreciates considerably more in the early 
years of its use than it does in the years 
1mmediately preceding its retirement. The 
bill would permit all taxpayers to use the 
so-called declining balance method of depre
ciation whereby about two-thirds of the cost 
of an asset can .be written off during the 

fu.st half o! the prop·ert y's life. This con
forms to sound accounting principles. The 
application of this treatment is limited to 
new assets acquired after the effect ive d ate 
of the bill, so as to obtain the maximum 
incentive effect. · 

I have had distributed a table which shows 
how the present method and the new method 
compare with respect to the purchase of a 

·farm tractor. 
This provision of the bill is anticipated 

to have far-reaching economic effects. In
centives resulting from the changes are vital 
in order to help create thousands of new 
jobs each year and to m aintain the present 
high level of investment in plant and equip
ment. The bill will make it possible for 
management to assume risks which they 
would otherwise not take. By allowing busi
nesses to recover a large part of their costs 
more quickly, it will be of particular assist
ance to growing businesses in financing their 
expansion. Farmers and other small-busi
ness men also have a particularly vital stake 
in this provision of the bill because the faster 
recovery of capital investment which it per
mits will enable them to secure short-term 
loans which would otherwise not be avail
able. 

There are certain other depreciation 
changes·which I will not go into at this time. 
All of the changes will cost about $375 roil
lion in fiscal1955, of which about $75 million 
will go to individuals. However, I believe 
that the economic stimulation resulting from 
the more realistic depreciation policy will 
more than m ake up for this revenue loss. 

Net operating loss: Under present law a 
net operating loss may be offset against net 
income of other years by means of a 1-year 
carryback and a 5-year carryforward. The 
bill extends the period for the carryback to 
2 years. The provision is believed essential 
in order to improve the equity of the tax 
system between businesses with fluctuating 
incomes and those with comparatively stable 
incomes. Because the additional carryback 
increases liquid funds, the provision will be 
of great benefit to small businesses which 
suffer reverses. 

This provision ts estimated to cost $100 
million in 1955; however, this loss will be 
largely made up in future years. 

Accounting provisions: The bill contains 
provisions which, for the first time, will 
bring the income-tax provisions of the law 
into harmony with generally accepted ac
counting principles. They will insure that 
all items of income· and deductions are taken 
into account once, but only once, in the 
computation of taxable income. Thus, for 
example, the bill contains detailed rules 
with respect to the deferral of prepaid in
come and the setting up of reserves for esti
mated expenses. These provisions deal only 
with the year in which the deduction is 
taken. 

The loss o! $45 million which is esti
mated in 1955 will be made up in future 
years. 

There are a great many other provisions 
affecting businesses which I will not go into 
1n detail. These include: removing present 
tax barriers to the accumulation o! funds for 
legitimate business purposes; the encourage~ 
ment of research and development expendi
tures; clarification of the laws involving 
corporate reorganizations and liquidations; 
clarification of the rules governing partners 
and partnerships; and a complete overhaul 
of the provisions affecting pension, profit
sharing, and stock-bonus plans. 

I have only touched on the substantive 
changes in the bill. I have not gone into 
the many long-needed reforms involving ad~ 
ministraton and procedure. I have not de· 
scribed the more than 50 loopholes whicll 
this bill closes. 

Since there has been so much talk about 
adding a $100 increase in exemptions on to 
this bill, thus adding $2.3 billion to its cost, 
let us take a look at what we have already 
done for the American taxpayer this year. 
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First, our economy program made It pos

sible to permit a 10-percent individual in~ 
come tax reduction to take effect last Janu
ary 1. This amounted to $3 billion of 
tax relief. 

Second, we were able to terminate the in
ftationary excess profits tax which was throt
tling .small business. This amounted to $L7 
billion of tax relief. 

Third, only last week. we passed an excise 
tax reduction bill benefiting every family in 
this country. This wlll amount to $912 
million of tax -relief. 

Fourth, the tax-revision bill contains $1.4 
billion in tax relief, $718 million going to 
indi vtduals. 

This Republican tax program adds up to 
$7 billion in tax relief since January 1. This 
relief is divided between individuals and 
corporations as follows: 

Billions 

Individuals--------------------- $4. 7 
Corporations------------------------- 2. 3 

In all their 20 years of power the Demo
crats never raised exemptions. They lowered 
exemptions. When the Republican Party 
left office in 1932 income-tax exemptions 
ranged up to $2,'500. The Democrats Whittled 
away at that figure until they got exemp
tions down to $500. It was the Republican 
Congress in 1948 which finally raised ex
-emptions in order to give the little-tax payer 
a break. We raised the personal exemption 
from $500 to $600. We raised -the dep<mdency 
exemption from $500 to $600. We gave an 
additional exemption to the blind. We gave 
an additional exemption to the aged. 

The Republican tax record has been clear 
and responsible. Let's keep it that way. 

Effect on receipts, fiscal year 1955, of meas
ures contained in your committee'-s biU 

{Millions of dollars] 

Loss Gain 

J. ll>'1HVIDUALS 

A. Items having permanent-effect; 
1. Full split income for bead of 

family------------------------ liO 
2. Dividendsreceived exclusion and 

credit~------------------------- 240 
3. Ta.xstion of annuities on life 

expectancy----- ------------- 10 
4. Deduction for certain dependents 

regardless of earnings 1_ ------- 75 
6. Dependent deduction for mem-

ber of taxpayer's household 
who meets support test________ 10 

6. Retirement income crediL_______ 125 
7. Deduction of interest <ilarges in 

installment contracts______ 10 
8. Medical expense deduction_______ 80 
9. Cbild-care deduction_________ 40 

10. Personal exemption Io.r trusts___ 3 
11. Premium test on life insurance___ 25 
12. Increase in charitable contribu

tkm limitation !rom 20 to 30 
percent__-------------------- 25 

Subtotal__________________ 693 ----- -

B. Iterru; which merely shift deduction or 
income between taxable years: 

1. Soil and water eon~rvation ex-
penditures& __ ______ .___________ 10 ------

2. Depreciation~-------------------- 75 ------
SubtotaL _____ -_________________ 85 ------

Com billed e11ect for individuals_ n8 ---

JL CORPORATIONS 

.A. Items having direct revenue effect: 
1 1. Natural resources 2________________ 'l:l ------

2. ~reatmen t (}f .income from loreign 
sources .2------·--------------- 147 ------

Subtotal ·--·----------------- 174 ~ 

B. ltems which mere'ly shift deductions or 
income bet.ween taxable years; 

1. Depreciation~-------------------
2. Net operating loss deduction~"---

300 ------
100 ------

3. Accounting provisions '---- 45 -----

Subtotal '----------------------- «5 ------

Total'------------------~--···-- 619 ----·-

Effect on receipts, fiscal year 1955, of meas
ures contained in your com_mittee's bill--
Continued 

[Millions of dollars] 

Loss Gain 

D. CO.RPORATION.9-eontinued 

C. Extension oi 52 percent rate for 1 year.._ ----- 1,20
581

0 
Combined effect on corporations 2 ______ ------

== 
.Grand total, individuals and corpo- , 

rations----------------------------- 197 ------

1 Items with substantial incentive effects. 
: .A small part of thls estimate applies to individuals, 

but this cannot be clearly segregated. 

Comparison of fhe individ~al -income-tax 
liabilities under present law Tates and ex
emptions and under $700 per capita ex
emptions 

(Prepared by the staff of the Joint Com
mittee on Internal Revenue Taxation, 
March 8, 1954) 

'SINGLE PERSON, NO DEPENDENTS 

Amount of tax Tax decrease 
Net income 
(after deduc- $700 per tions but before Present capita exemptions) law exemp- Amount Percent 

tion 

---- ------
$700 _____________ $20 ------$60- $20 100.,() $1,.()()() __________ 80 20 25.U 
$2,000 ___________ 280 260 20 7.1 $3,000 ___ ________ 488 466 '22 4.5 $4,000 __ _________ 708 686 22 ~.1 $5,000 ___________ ~ 918 26 2.8 $8,000 _________ 1, 780 1, 750 30 l. 7 $10,()()() __________ 2,436 2, 402 ~4 1.4 $15,000 ___ _______ 4.44B 4,401 '4!1 Ll $20,()()() ______ ,f), 942 6,889 53 .8 $25,000 __ ________ ll,/96 9,137 59 .6 
~.ooo __ ________ 26,1188 26,316 72 • .a $100,()()() _________ 66,798 66,.711 87 .1 $300,000 ________ 247,274 247,183 91 (I) 
$500 '000- - --·--- -- 429,274 429,183 91 (I) 
.$1,()()().000 __ --- s 870,000 2 870,000 ------ --------

MARRIED COUPLE. NO DEPENDENTS 

'$1,400 ___________ $40 -----$120- $40 100.\() 
..$2,000 ________ 160 4-0 25.0 $3,000 _______ 360 320 40 11.1 $4,000 ___________ 560 520 .0 7-1 $5,()()(L_ _______ 760 720 40 5. 3 $8,000 __ ________ 1,416 1, 3'72 44 3.1 
$10,000 __________ 1,888 1,836 52 2.8 

1~:~=======~=· 
3,260 3,200 60 1.8 
4,872 4,804 68 1 . 4 

$25,()()() __________ 6,724 6,648 76 1.1 
$50,()()(L_:_ ______ 19,592 19,474 U8 .6 
'$100,000_- ------- 52,776 52,632 144 ,j 

$300,000_ -------- 222,572 222,3\M 178 .1 $500,000 ________ 403,548 403,366 182 (1) 
$1,000,000------- 858,548 858,366 182 (!) 

MARRIED COUPLE, 2 DEPENDENTS 

$2,800 __________ ._ $80 -----$240- $80 100,<() 
$4,000 __________ 320 80 25.0 
$5,000 _________ 520 440 80 15.4 
'$8,000 _________ 1,152 1,064 88 7.6 .$10,0()() _________ 1,592 1, 504 88 5.5 
~15,0(10 __________ 2,000 2, 780 120 4.1 
'$20,ooo__ __ 4,464 4,328 136 .a.o 
$25,000 ________ 6,268 6,116 152 "2.4 
~.000---------- 18,884 18,648 236 1.~ $100,0()() _____ 51, .912 61,624 288 .6 $300,000 ________ 221,504 221,148 356 .'2 
'$500,000- -- -- ---- 402,456 402,092 364 .1 
$1,000.000----- 857~456 857,092 364 (1) 

1 Less than 0.05 percent. 
2 Maximum effective rate limitation 87 percent • 

Tax reduction per week realized from $100 
-increase in exemption 

Income class 

$70()_ ------------$1,000 ____________ _ 
$1 ,400 ___________ _ 
$2,()00 ____________ _ 

Tax reduetiion per wook 

'Single 
person 

Msiried 
couple 

.Mamoo 
couple, 2 

dependents 

$0.38 ------------ ------------
:~~ ------$0~77- ===::::::::: 
• 38 • 77 ------------

Ta% reduction per 'tDeek realized from $100 
.increase in exemption-continued 

Income class 

$2,800 ______ _ 
$3,000 __________ _ 

$4,000 __ ----------'$5,ooo_ ___ _ 
$8,000 _____ ----
$10,000 ___________ -
.$15,000 ______ _ 
$20,00()_ ___ ----
$25,000 ___________ -
$50,000 ______ _ 
$100,000 ______ _ 
$300,000 _________ _ 
$500,000 ________ _ 
$1,000,()00_ _____ _ 

Tax reduction per week 

'Single 
person 

$0.38 
.42 
.42 
• .ro 
.58 
.65 
.90 

1.02 
1.13 
1..38 
1. 67 
1. 75 
L 75 
L 75 

Married 
couple 

$0.77 
.77 
. :n 
.77 
.85 

1.00 
1.15 
1.31 
1. 46 
2.27 
2. 77 
3.42 
3.50 
3.50 

Married 
<COuple, 2 

dependents 

$L54 
1. 54 
1.54 
1.54 
1.69 
1.69 
2.31 
2.62 
2.92 
4.54 
5.54 
6.85 
7.00 
7.00 

DEPRECIATION EXAMPLE 

A farmE.>r purchases a new farm tractor' 
'tn 1954 for $5,000. It is assumed to have a 
usefUl life of 10 years. Both present law 
and the change contained in "the blll are 
designed to permit the farmer to recover 
(through tax deduction) the cost of the 
tractor over approximate1y the period of i:bs 
useful IUe (in this case 10 yeao;): 

Year 

Present law P<Coposedlaw 
deduction deduction 

~straight-line (~~g 
method) method) 

1st year_________________ $500 $1, = 
2d year__________________ roo 640 
'3d year ________________ .__ 500 512 
4th year_________________ 500 

410 5th year___________________ 500 
328 -6th year ____________ .___ ~ 

262 ;th year_______________ 2IQ 
-sth year___________________ 500 168 
mh yesr___________ ~ 134 
lOth year-----------------1------I-----

TotaL_ ____________ 5, 000 4, 464 

NoTE.-It will be seen that under the de
clin1ng balance method the en tire cost is 
not recovered in the 10-year period. If the 
.farmer continues to use the tractor, he 
would continue to depreciate 'the remaining 
balance. If he scraps the tractor, he would 
write off any undepreciated balance in that 
year. If he sells the tractor. he would be 
able then to recover any undepreciated 
balance. It should also be pointed out that 
"the new method is optional. The farmer 
could continue to use his present method if 
.he desires. 

Mr. MILLS. Mr. Chairman, .I yield 
15 minutes to the gentleman from Geor
gia [Mr. CAMP]. 

Mr. CAMP. Mr. Chairman, the biU 
which we have under consideration to
day represents months of untiring work 
by the members of the Ways and Means 
Committee as well as the technical stati 
of our committee, the Joint Committee on 
Taxation, and the experts of the Treas
ury Department. This bill ~ontaining, 
as it does, 875 pages with an accompany
ing report of 468 pages explaining each 
item, is one of the most ambitious tasks 
ever undertaken by the Committee on 
Ways and Means .and is a complete re
eodifi..cation :of the .entire body of in
ternal revenue laws. At the outset of 
my remarks, I wish to pay tribute to our 
able chairman, Hon. DAND!L A. REED, of 
New York, for his splendid leadership, 
his unfailing patience and kindness and 
fairness at all times and on all occasions • 
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Mr. REED is a great Republican, and is 
the senior Member of his party in the 
House of Repre~entatives, but he is also 
a great and stalwart American and I 
believe, puts his country'~ interests 
ahead of political considerations. I 
would also like to pay tribute to the 
senior minority member of our commit
tee, Hon. JERE CooPER, of Tennessee, who 
has been a member of the Ways and 
Means Committee longer than any other 
Member of our body. He has through
out the years been a close student of tax
ation and is perhaps the best informed 
man in this House on the fiscal affairs 
of our country and has given intense 
and thoughtful study to each and every 
item in this bill. Br. CooPER is a great 
Democrat and no one is more deeply 
imbued with the policies and beliefs of 
his party, but like Mr. REED, he is also 
a great American and the interests of 
our country come first with him always. 

Under the leadership of these two 
gentlemen, this committee has labored 
in executive session daily since Congress 
convened in January. This bill is a 
result of this work. 

This bill does embody much-needed 
revision of the tax laws. Much obso
lete language has been deleted, provi
sions have been rearranged for clarity 
and the ease of use, and much simplifica
tion has been made. To this extent, the 
bill is most commendable. It embodies 
far more than administrative and tech
nical changes in our tax laws, however. 
Many substantive changes have been 
made, and in some instances these 
changes amount to a basic change in tax 
philosophy. 

Under the guise of removing obso
lete language and inequitable provisions 
from present tax laws, the bill reduces 
taxes substantially for businesses, pri
marily corporations, and a few selected 
groups of individual taxpayers. This 
makes it much more than a simple 
reform of tax laws. 

The net result of the tax reductions 
provided in this bill is a mere pittance 
of relief to the average taxpayer and 
substantial relief to larger businesses 
and wealthier individual taxpayers. 

The majority party, in its campaign in 
the fall of 1952, promised the American 
people to balance the budget and, when 
possible, to reduce taxes. When we 
began our work on this bill, I thought 
that they would direct their attention 
first toward obtaining a budget balance. 
I am convinced that this should come 
first, and I would have been happy to 
cooperate in obtaining a balanced budget 
before attempting to reduce any taxes. 
The majority party, however, has aban
doned their idea of balancing the budget 
and seems to have decided upon deficit 
financing and has proceeded in this bill 
toward the reduction of taxes. Since 
they represent a substantial majority on 
our committee and have made this deci
sion to reduce taxes, I feel that any re
duction made should be widespread and 

should affect every taxpayer, large and 
small, but the tax reductions granted in 
this bill are not widespread and favor 
almost solely taxpayers in the upper 
brackets. 

The revenue loss from the tax reduc
tions made in this bill is estimated to be 
$1.397 billion in fiscal year 1955, and 
when fully operative, the loss may run 
between $3.5 and $4 billion. The bill 
continues for 1 year only the corporate 
tax at the present 52-percent rate. This 
would bring in $1.2 billion for the fiscal 
year 1955. These amounts have already 
been included in the President's budget. 

I believe that the revenue loss esti
mates in many instances are far too con
servative. For example, it was esti
mated in 1948 that the elimination of 
life-insurance proceeds from a dece
dent's estate where he paid premiums 
on the life-insurance policy would even
tually cost $100 million a year. The 
estimate given us on this same change 
in the present bill is $25 million for fis
cal year 1955, and no further estimate of 
loss is made. 

The estimates for the fiscal year 1955 
do not reflect the revenue losses of the 
reductions when the provisions are fully 
operative. 

The revenue gain from continuing the 
corporate rate at 52-percent, $1.2 billion 
is offset by $619 million in reductions for 
corporations who are fortunate enough 
to come within some of the reduction 
provisions. Examples of this are cor
porations that have net operating losses 
to carry back, or in which capital invest
ment and replacement is high. Many 
corporations will get no benefit what
ever from these provisions, as they would, 
for -instance, from an across-the-board 
reduction in corporate rates. This 
would be the fair way to reduce corpo
rate taxes when the revenues permit. 

The majority party in this bill seems 
to be following the old Hamilton theory 
that relief to the taxpayers in the higher 
brackets will eventually trickle down so 
that benefit will finally come to the 
smallest of the taxpayers. It seems that 
they have not learned the lesson of the 
Hoover administration when this theory 
was proved to be fallacious. 

I am disturbed about another theory 
which the majority party seems to hold 
to in their consideration of this bill and 
that is that we need at this time to in
crease production. The Secretary of the 
Treasury emphasized this philosophy 
when he stated: "Production is the goose 
that lays the golden egg.'' I contend that 
we do not need to increase production at 
this point in our economy because we 
are not consuming at this time all we 
are producing. 

It is my contention that the main 
cause for the decline in economic activ
ity at the present time is due primarily 
to a decrease in consumption of goods 
rather than a lack of capacity to produce 
goods. The steel industry is operating 
at only 74 percent of its capacity. Auto
mobile manufactw-ers are on a part-time 

basis, and the farm-implement industry 
has been particularly hard hit by a de
cline in farm prices and income. Many 
other instances could be cited in which 
there has been a decline. 

The Republican administration having 
decided that tax reductions can be made 
logically, economic evidence at hand dic
tates that they should be made in such a 
way as to spur purchases by consumers 
in order to sell what is already being 
produced, or is capable of being pro
duced. With all kinds of incentives of
fered them, businesses will not expand 
where they have no markets. 

Having in mind the continued prosper
ity of the Nation, I believe that the most 
justifiable tax relief which can be pro
vided at this time is an increase in indi
vidual income-tax exemptions. We tried 
unsuccessfully in committee to provide 
a $100 increase, but were defeated by the 
solid opposition of all 15 Republicans on 
the committee. 

It is evident that there is immediate 
need to bolster the economy of the coun
try, and an increase of at least $100 in 
individual income-tax exemptions is a 
direct and effective way of doing this. 

An increase in exemptions by $100 
would not only remove 7 million tax
payers completely from the tax rolls, but 
would also increase purchasing power in 
the hands of consumers by $2.3 billion a 
year. No tax reduction bill should be 
passed by Congress which does not in
crease exemptions by at least $100. 

I believe that if tax reductions are to 
be made at this time, thE.se reductions 
should be given to every taxpayer so as 
to incre~se his purchasing power and 
permit him to b'..ly more of the goods al
ready being produced. 

Instead of increasing the tax exemp
tion at least $100 so as to benefit and add 
to the purchasing power of every indi
vidual taxpayer, the majority party has 
inserted in this bill a provision to par
tially exempt from tax dividends re
ceived by taxpayers en corporate stocks. 

Statistics show that stock of corpora
tions in this country is owned by approx
imately 6¥2 million individuals and that 
these individuals compose some 4,750,000 
families. Therefore, benefits derived 
from this ·section of the bill would only 
add to the purchasing power of these 
comparatively few taxpayers, whereas an 
increase of $100 in personal exemptions 
would benefit and add to the pm·chasing 
power of more than 50 million American 
taxpayers. 

This reduction in-relation to corporate 
dividends is granted on the theory that 
to tax dividends is double taxation. I 
agree that to some extent that is true, but 
we cannot undertake to relieve all double 
taxation. I contend that when a tax
payer purchases with his wages, on 
which he has paid full tax, an automo
bile, the excise taxes required to be 
paid on the automobile represents double 
taxation and this illustration can be ap
plied in many, many such cases. The 
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unfairness of this tax relief is best il
lustrated by the following table: 
Com parison of t ax l i abi l i t y of a p er son receiv 

ing a salar y w i th a per son r eceiving all his 
i n com e from d ivW.ends f or t h,e year 1955 

MARRIED COUPLE, 2 DEPENDENTS 

.Amount of 
income 1 

Tax T ax on 
on dividend 

salary income 
(earned (un-
ineome) earned) , 

D ivi
Pereent dends, 
reduc- recipi
tion in ents {per-
tax for _cent of 

dividend J?Crease 
recipient ~~~;

pay) 

-----1--- ---- --------
$3,000-- ----- --- $.60 
$4,000_ _____ ____ 240 
$5,000_ _____ ___ _ 4~ 

$8,000_____ ____ _ .976 
$10,000____ __ ___ 1, 372 
,15,000._ ______ _ 2, 486 
$20,000________ _ 3, 800 
$25,{)()() __ _ ------ 5, 318 
~5(),{)()()____ ___ _ _ 15,976 
$1()(),{)()()_ _______ 44, 724 
$.300,000------- 194,804 
t500,00Q ___ ____ _ 356, "956 
:$1,000,000. ----- 700,456 

$20 
110 
200 
484 
700 

1, 360 
2, 22Al 
3,280 

11,670 
35,905 

167,965 
312, 115 
676, 615 

66.7 
54.2 
52.4 
50.4 
49. 0 
45. 3 
41.6 
38.3 
27.0 
19. 7 
13. 8 
12.6 
11.7 

1.4 
3. 5 
4 . .8 
7.0 
'7.8 
9.0 
9.8 

10.4 
12.1 
16. 0 
'25. 5 
31. '3 
38 • .5 

J Income before deductions and personal exemptions. 
T ax computations assume deductions equal to 10 percent 
of income in arriving at net income for tax purposes. 
~All d ividends are assumed to be received by the 

h usband. (II a. wife receives dividends they would get 
a $200 exclusion from income.) 

N oTE.-Proposal for 1955 provides for exclusion of first 
$100 of dividends an d a 10-percent tax credit on dividends 
hi. exress of the exclusion. The amount of dividends on 
which the credit is compu ted is not to exceed the taxable 
income (net income after deductions an d personal 
exemptions). 

In announcing the action of the com
mittee in adopting this proposal the 
chairman stated: 

The ·committee approved two new provi
sions which take the first step toward the 
elimination of double taxation of corporate 
<lividends. 

It is estimated that the complete elim
ination of tax on dividends in the hands 
of shareholders would cost about $3.4 
billion in revenue. 

This attitude is symptomatic of the 
present administration. The one area 
where tax relief is least needed at this 
time is this area. 

Not only is this the wrong kind of 
tax relief at the wrong time, it is wrong 
in principle. Adoption of this proposal 
would mean that those best able to pay 
their fair share of taxes would be given 
special treatment resulting in the shift
ing of the burden of taxation to those 
least able to bear it. 

I strenuously oppose this proposal. 
This theory of the majority party, as 

reflected in this bill is diametrically op
posed to the principles enacted into law 
in former tax bills. I have always 
thought that a person whose entire in
come is derived from his own earnings 
reflected in his salary or his wages 
should be given some credit for his 
earned income and that his tax should 
be at a lower rate than that of another 
taxpayer who simply clips coupons or 
-receives dividend checks mailed to him 
upon capital invested. For many years 
we allowed earned income credit, but 
we have an entire new departure in this 
bill, for under the provisions of this sec
tion, the person who does no work or 
performs no services to earn his income, 
but simply receives corporation divi-

dends will pay tax at a lower rate than 
that of the working man. To me this 
does not represent the true theory ~f 
taxation. 

Heretof.ore, we have always believed 
and considered that the true theory of 
taxation is that the burden thereof 
should be borne by those most able to 
bear it. 

Mr. Chairman, the Hamiltonian theo
ry that prosperity trickles down in our 
economy from above will work no better 
in 1954 than it did in 1930. 

If we wish our factories to operate at 
full capacity in. order that our working 
people may be employed, we must pro
vide, if possible, an increase in purchas
ing power .of the 50 million taxpayers of 
this country. Give them some tax re
tief and they will immediately buy the 
things they now sorely need. This will 
increase the sales in ou.r stores, the pro
duction of manufactured articles and 
will help to put a brake on the unem
ployment that is now growing. 

Mr. Chairman, put the money in the 
hands of the small man, he will quickly 
put it in circulation and prosperity, like 
yeast, will rise to the top of our economy 
and will aid and assist in balancing the 
budget and bring back to us the prosper
ity we desire. 

Mr. REED of New York. Mr. Chair
man, I yield 15 minutes to the gentleman 
from Missouri [Mr. CURTIS]. 

Mr. CURTIS of Missouri. Mr. Chair
man, I am rather happy that I am fol
lowing directly the speech of the gentle
man from Georgia [Mr. CAMP J because 
he constantly was emphasizing that if 
the Republicans had decided that now 
was the time for tax reduction, this was 
not the place to make the tax reduction_ 
Of course, I speak: just for myself as a 
member of the committee, but I do 
believe I am reflecting the philosophy 
of the Treasury officials who worked 
with us on the bill, as well as the major
ity of the members, when I state that 
this is not and never was intended to 
be a tax reduction bill. This is a tax 
revision bill. 

Mr. Chairman, I do not know why it is 
that the Republican position that this is 
a tax revision bill has not received the 
publicity in the press throughout the 
country which it deserves, because cer
tainly that statement has been made of
ten enough by myse1f and other Repub
licans that this is not a tax reduction 
bill-! guess it is best to emphasize 
it-it is a tax revision bill, and where 
there have been tax reductions, those 
reductions are only incidental to try
ing to correct inequities. I might say 
this, in many of the inequities that we 
corrected there have been tax gains. 
In over 50 places in this bill where we 
plugged up loopholes there have been tax 
gains, but I again say the purpose of the 
bill was not to gain that tax revenue. 
'That tax gain was only incidental to try
ing to make equitable what were in
equities in the tax laws just as tax losses 
-resulted from the same procedure. 

Mr. Chairman, I propose to discuss a. 
few of those particular inequities and 
the ones that we attempted to equalize 

and to demonstrate how, in this equal
ization, there has been incidentally some 
tax revenue lost to the Nation. But 
adopting the thesis of the Republicans 
that this is a tax-revision bill I draw 
particular attention to the Democrat 
proposal of recommittal, which is to re
commit this bill with a $100. additional 
personal exemption-and I presume that 
means also an additional $100 exemp
tion for dependents, although I am not 
certain of that-and at the same time 
to knock out the corporate dividend 
credit of 5 percent and later 10 percent. 
as has been said before, that is a sort 
of a trade of a horse for a rabbit. After 
all, when we are talking about the tax 
dividend credit, we are talking about $240 
million. And incidentally, I shall dis
cuss in detail that $240 million and show 
that it is not an overall loss of revenue, 
because if our theory is right, it actu
ally will represent a revenue gain. That 
additional revenue will come from the 
security holders of this country. It is 
exchanging a $240 million temporary 
loss for an assured .$2.4 billion perma
nent loss each year, from the tax rev
enues of this country. 

I am going now to quote some state
ments made back in 1948-CoNGRES
SIONAL RECORD, volume 94, part 1, page 
915: 

I know this, and I repeat it, that if some
thing disturbs our economy and we do not 
have this great national income to pay taxes 
upon, this tremendous debt of $250 billion is 
going to press down on your dollar and mine 
and is going to squeeze the value out of 
t hat dollar and it will be worth less than 
it is now. 

I might say that that was a very true 
statement because, as you add ·to the 
Federal deficit, indeed you devalue the 
dollar. The figure that I have roughed 
out is that for every $5 billion of addi
tional Federal debt, the purchasing 
-power of the dollar goes down 1 cent. 
I would say that the former Speaker 
of the House, when he spoke those words 
back in 1948, when he was opposing the 
tax reduction-and that was a tax-re
duction bill-the tax-reduction bill of 
1948, he spoke true words. 

If, indeed, it had been true that we 
were going to have deficit financing
and again quoting, and these are impor
tant words-page 916: 

Those who would recklessly cut taxes at 
the risk of deficit spending may, indeed, be 
endangering their country to enemies, both 
foreign and domestic, against whom they 
bave sworn to protect and defend. 

Those are the words that were used 
by our great former Speaker [Mr. RAY

BURN], in opposing the tax-reduction bill 
in 1948. I submit those are very wise 
words. I say that when our Democrat 
friends are attempting to make of a tax
.revision bill a tax-reduction bill to the 
tune of $2.4 billion they indeed are run
ning that v.ery risk. I might further 
state -that they are not really helping the 
.POSition of the small-income group of 
this country, because they are going to 
decrease the purchasing power of the 
dollar. The best way we can help the 
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small-income group in this country is to 
put cents back into the dollar. 

I am going to quote from another 
leader of the Democrat Party-and I am 
quoting again from the CONGRESSION~L 
RECORD-in the debate in 1948-CON
GRESSIONAL RECORD, VOlume 94, part 1, 
page 899: 

Under the program of the Republican 
Party it will take over 100 years if we have 
no more depressions or no more wars to dis
charge the public debt. I wonder if this is 
going to interest anybody who is living 
today? 

Those were spoken by the minority 
leader at that time, the gentleman from 
Massachusetts [Mr. McCoRMACK]. Quot
ing him further: 

I wonder how our businessmen are going 
to view that, especially with the security of 
business and bonds and the deposits in sav
ings banks involved when they know that 
the Republican Party instead of supporting 
sound money and sound stabilized economy 
is taking a journey that is very dangerous. 
If we hit a depression, a major de')ression, it 
will probably be just unfortunate. 

Those words again were spoken by the 
then minority leader, the gentleman 
from Massachusetts [Mr. McCoRMACK], 
in urging that the tax-reduction bill of 
the 80th Congress be not approved. And 
I say those were wise words. 

However, the situation today is just a 
little bit different than it was in 1948. 
Difference No. 1: The debt is not $250 
billion, it is $272 billion. Difference No. 
2, a very important difference: The 
budget was balanced by that very 80th 
Congress and money was paid off on the 
Federal debt. There was no deficit 
financing; upon which premise the wis
dom of both Democrat leaders I have 
quoted was predicated. 

I submit to you that balancing the 
budget and reducing taxes is fiscal 
soundness. Following that course is go
ing for sound money policies. I have 
been listening day after day this session 
of Congress to the Republican Party be
ing ridiculed about sound money policy, 
only it has been called hard money. My 
Democrat friends have facetiously said 
"hard to get" in order to try to get across 
that particular point. But I say sound 
money indeed is something we all want 
to see and it's not "hard to get" money 
and they know it. 

Difference No. 3: There was a big 
difference between that particular re
committal in the 80th Congress and the 
recommittal here, which I have already 
emphasized. The recommittal in the 
80th Congress was really a substitute bill. 
It had many provisions. It attempted 
to reduce taxes and do it in a different 
way. This particular recommittal now 
contemplated is not a substitute, it is 
an attempt to add a tax reduction fea
ture onto what is indeed a tax revision 
bill. It is an attempt, indeed, to reduce 
taxes beyond the amount that taxes 
have already been reduced in three other 
ways: (1) expiration of 10 percent in
crease on all incomes; (2) expiration of 
excess profits tax; (3) excise tax reduc
tion bill just passed the House; and 
beyond which, in the judgment 'of the 
majority party and the administration, 
we cannot go. 

Difference No.4 and probably the real 
difference between recommittals in 1948 
and 1954 as far as the Democrat leaders 
are concerned, is this: a Democrat was 
President in 1948, Mr. Truman, and a 
Republican is President in 1954, Mr. 
Eisenhower. 

Now I want to address myself to one 
other basic point. Essentially there is 
only one way you can reduce taxes and 
at the same time achieve fiscal sound
ness. It is not by the Ways and Means 
Committee's coming in and reducing 
taxes. The climate must already have 
been made suitable for tax reduction. 
The ea~iest way and the most obvious 
way, of course, to prepare the ground 
work for tax reduction is by cutting 
expenditures. Indeed, when we have 
these big appropriation bills on the floor, 
and a Member comes forward and offers 
an intelligent cut some place where we 
can ~ave some money, we must go along 
and cut. Yes, it might be a very good 
program and a program that we hope 
we some day will have the money to put 
across, but knowing at this time that we 
are trying to achieve this thing for the 
small people and get cents back in the 
dollar, we just cannot do all these grand, 
fine things we would like to do. When 
those appropriation bills come forward 
and there is an opportunity to defer 
some of these expenditures, we would 
like to have a little bit of help from this 
side of the aisle, my Democrat friends, 
in getting these appropriations in line. 

For 4 years now I have seen no help
I should modify my statement. I started 
to say I have seen no help from that 
side of the aisle. I have seen great help 
from a certain segment of the Democrat 
Party for which I am happy and for 
which I honor them, but I certainly have 
not seen it from the segment that I 
would say represents the large northern 
city areas, what sometimes has been 
called the Truman wing of the Democrat 
Party. Indeed, it seems that this par
ticular tax reduction recommittal is 
being proposed by the Truman wing of 
that party, who, in my opinion at any 
rate, have never been observant of fiscal 
soundness at any time in spite of their · 
sometime oratory on the subject. 

There is another way, though, of pre
paring the groundwork so that we can 
cut taxes, and that is by broadening the 
tax base. That is a way in which I am 
very much interested, because I think a 
lot can be done in that field. We can 
broaden our tax base in three ways. One 
way is to make the climate for economic 
growth suitable and that, indeed, to a 
large extent is what we are endeavoring 
to do in this tax revision bill, that is, to 
eliminate inequities so that we make the 
economic climate such that we can con
tinue to have healthy growth in this 
country. 

Another way, and an important way, 
and we can get a lot of help from the 
Members of the House on this, is to get 
the Government out of business. When 
we analyze these situations where we 
might get the Government out of busi
ness, let us not just use epithets and say 
that it is a "give-away program" or we 
are giving it to a particular group of 
"'entrenched greed," or that it is to be 

"exploited by private enterprise" which, 
of course, is nonsense and which results 
from running out of legitimate argu
ments against a particular program. 
But, indeed, if we can get Government 
out of business-take the Federal barge 
lines-that is a good example. We got 
the Federal Government out of that and 
sold that property, and we got a price, 
incidentally, a very handsome price, to 
return to the Federal Treasury. But 
beyond that, the economic operation of 
running the barges on the Missouri and 
Mississippi Rivers has now been returned 
to the tax base, and that is the impor
tant thing. We will do the same thing 
when we get the synthetic rubber plants 
back into the hands of private enterprise. 

There are a thousand and one fields 
where that can be done. Just read the 
report of the Bonner subcommittee of 
the last Congress, and the present 
Harden subcommittee on Government in 
business. I had the opportunity of 
working with these committees and I can 
tell you therein lies a great field for 
broadening the tax base. In 1929 the 
ratio of private capital investment to 
public c·apital investment was 9 to 1. 
In 1952 it was less than 5 to 1. When 
all is said and done the tax base is pri
vate capital investment. If the 5 can be 
changed back to 9 our tax rate can be 
less and the tax take more. No mirrors 
at all. To get a tax take of 27 with a tax 
base of 5, you need a tax rate of 5 plus. 
If the base is 9 the tax rate can be re
duced to 3. Third, there are new fields 
of taxation. Incidentally, in considera
tion of this particular bill, it was a policy 
decision of the majority group not to try 
to look for new fields of taxation. One 
obvious field, which has been in every
one's mind, throughout the country, is 
whether or not we were going to tax co
operatives. But that is obviously a very 
controversial subject, as any new field 
would be, and in a tax revision bill it was 
not warranted to go into such a major 
subject as that, which would require 
much more thorough study and neces
sitate, in justice, full hearings for all in
terested parties to come and present 
their case. The other policy decision 
made, was as I previously said not to 
reduce rates. We resisted the oppor
tunity not to reduce tax rates. We re
sisted the opportunity of lowering the 
corporate rates from 52 percent. We 
resisted the opportunity, incidentally, a 
movement led by some of my Democratic 
friends of the Committee on Ways and 
Means. to reduce the capital gains rate 
or the holding period. We resisted any 
attempt to reduce other rates in the bill. 
The only place I know where we actually 
reduced rates as a real rate reduction, 
was when we lowered the medical ex
pense allowance from 5 to 3 percent. · 
I guess this really was pure tax reduc
tion. 

Mr. MILLS. Mr. Chairman, will the 
gentleman yield? 

Mr. CURTIS of Missouri. I yield. 
Mr. MILLS. Does not the gentleman 

consider the action of the committee in 
providing a credit against earnings 
obtained or made abroad a reduction in 
the tax rates? 
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Mr. CURTIS of Missouri. Y.es, I am 

glad the gentleman mentioned that be .. 
cause that is a reduction in fact, but I 
do not believe, and I think the gentle
man will agr.ee, that it was done to give 
anybody tax relief. That was done to 
further our foreign policy, which was to 
encourage the investment by our own 
people abroad in foreign enterprise. 

Mr. MILLS. I will agree with the 
gentleman that that was the theory be
hind the action of the committee, but 
the net effect is a reduction for the 
coming fiscal year of $147 million; is 
that not right? 

Mr. CURTIS of Missouri. That is 
right, but I think that is a very good 
point to illustrate what I am saying. On 
many of these things there have been 
incidental tax reductions, but I say those 
reductions are incidental to what we 
were really trying to achieve. Had we 
been trying to provide a tax reduction 
bill, we would have gone into the ques
tion of whether the reduction should be 
done on the basis of personal exemp
tions, on the basis of exemptions for de
pendents, on lowering the capital gains 
rate or lowering the corporate rate or 
lowering the individual rate, or I might 
say to some of my friends on the Demo
crat side of the aisle, if you were really 
interested in the small fellow in your tax 
reduction, why did you not propose the 
10 percent earned-income credit that the 
taxpayer was to get because that really 
would have helped the small wage earner 
beyond anything that I know of. But 
you did not do that. The reason that 
was not done was because our commit
tee never did consider the question of 
where we should actually give a tax re
duction, because that was not our pur
pose. Our purpose was tax revision and 
in the instance the gentlema·n from 
Arkansas [Mr. MILLS] mentions, to carry 
out the foreign policy which has been 
dubbed "Trade not aid" so that we can 
cut down our foreign expenditures and 
yet achieve our program of aiding and 
strengthening our friends abroad. 

Mr. FORAND. Mr. Chairman, will 
the gentleman yield? 

Mr. CURTIS of Missouri. I yield to 
the gentleman from Rhode Island. 

Mr. FORAND. I believe my friend 
forgot that the gentleman from Georgia. 
[Mr. CAMP] brought up that argument 
of the 10-percent earned income credit. 

Mr. CURTIS of Missouri. I did not 
know that he proposed it as an amend
ment. It was discussed. 

Mr. FORAND. It was discussed at a 
time when we were told we were not 
going to be permitted to make amend
ments. 

Mr. CURTIS of Missouri. Oh, the 
gentleman knows you were permitted 
to offer any amendments, and you did 
offer them. 

Mr. FORAND. We were permitted to 
offer amendments, but we knew before
hand what was going to happen. 

Mr. CURTIS of Missouri. Surely. 
Mr. FORAND. Surely; because you 

fellows had already had your meeting, 
and you were all set with the ax, ready 
to knock us down. 

Mr. CURTIS of Missouri. Yes; we had 
already had our meetings, and the policy 

was set not to disturb rates, because this 
was a tax revision bill. We were trying 
to revise these tax laws. 

Now I want to devote 1 or 2 minute~ 
to 2 of the issues that have been raised 
the most. One of them has to do with 
the stock dividend credit. What were 
we trying to achieve in that particular 
thing? To give benefits to stockholders? 
Not at all. As a matter of fact, we orig
inally thought of giving that deduction 
at the corporate level, but we found from 
a practical standpoint that could not be 
done. What we were trying to do was 
this: We were trying to create a climate 
whereby we would get a corporation, 
when it expanded, to do that expansion 
through equity capital rather than bor
rowing from banks and issuing bonds 
and indeed to encourage corporations 
who were presently in poor fiscal balance 
due to too large a portion of their cap
ital structure in bank borrowings and 
bonds to shift their capital investment 
more to common stocks, equity invest
ment. The reason I said our revenue 
would increase-and it will increase if 
we can get this shift from bank borrow
ings and bond issues over to capital stock 
issues-is this, we will increase our rev
enue for the simple reason that when a 
corporation pays interest on bonds to a 
bondholder or to a bank from whom it 
has borrowed, it deducts that interest 
from its gross income. So that amount 
of money is not subject to the 52 percent 
corporate tax. On the other hand, if it 
is a dividend going to stockholders it is 
subject to the 52 percent corporate tax. 
If we can switch one-tenth of the present 
corporate investments from bonds and 
bank borrowings over to capital stock in
vestment, we will regain every single cent 
that we may temporarily lose through 
this tax dividend credit, and when we 
gain it we will be gaining it from the in
vesting public and we will be creating 
healthier corporations. That was the 
object, and that is the purpose. Whether 
or not you agree with it, at least recog
nize the sincerity of the argument, and 
do not go around the country in a dema...; 
gogic appeal that somebody is trying to 
benefit rich people against the poor peo
ple. I am tired of that sort of argument, 
because it has no basis in fact. I do not 
own a single share of stock, yet I have 
been one of the strongest advocates of 
this philosophy, because I believe it is 
necessary to our economic health. 

Now, secondly, on this changed de
preciation schedule, a man with a $5,000 
tractor, for example, when he sets up his 
depreciation deduction he gets only 
$5,000 deduction under any system. He 
does not get 1 cent of tax gain over 10 
years because of any system of deprecia
tion. All this talk about this new depre
ciation schedule helping the rich corpo
ration against the poor man is just so 
much baloney, and every man on the 
Ways and Means Committee, Republican 
or Democrat, knows that is a fact. Just 
to give a broader picture of depreciation 
schedules I am inserting in the RECORD 
at the end of my remarks the deprecia
tion policies of Canada, Great Britain, 
and Sweden. 

The CHAIRMAN. The ·time of the 
gentleman from Missouri has expired. 

Mr. REED of New York. Mr. Chair
man, I yield the gentleman 1 addi
tional minute. 

Mr. CURTIS of Missouri. I would 
say, if I leave no other message I want 
to leave this message, that this is a tax 
revision bill. There is not a thing in the 
bill that was not put in there to try to 
create a better climate for business and 
Government and eliminate the inequities 
against our people. One of the best ex
amples of correcting an inequity is 
when we gave an additional exemption 
to the schoolteachers, firemen, and 
others on pension. The inequity existed 
because people on Social Security and 
railroad retirement got their benefits 
free of tax, while these other retired 
people, who did not have the blessings 
of social security, did not get that tax 
benefit. So, even for the small people, 
it was not a tax reduction as much as 
it was correcting an inequity. 

Please regard the bill on that basis. I 
think that is the only fair and sound 
basis, and let us not go into fiscal un
soundness by creating an additional 
$2.4 billion deficit. 

DEPRECIATION POLICY: CANADA 

Immediately following the close of 
World War II, Canada instituted a pro
gram of allowing accelerated deprecia
tion deductions with respect to new 
facilities to ease the financing of recon
version and reequipment of Canadian 
industry and to encourage expansion 
of industrial resources. As initially 
adopted, this consisted of doubling the 
rates of depreciation on a straight-line 
basis. In 1949 a more general policy of 
liberalized depreciation was enacted in 
the form: of a declining-balance method 
at specified rates which was made com
pulsory for the recovery of all capital 
costs. 

Under the Canadian system, all tangi
ble depreciable property is classified into 
1 of 13 classes to which are assigned 
declining-balance rates ranging from 
4 percent to 100 percent. Class 1, at 
4 percent, lists such property as bridges, 
canals, and dams; class 3, at 5 percent, 
contains buildings, docks, wharves, and 
so forth; class 8, at 20 percent, is a gen
eral class into which fall all other tangi
ble depreciable property not otherwise 
specified. Most machinery and indus
trial equipment is depreciated in class 8 
at 20 percent, which provides maximum 
deductions aggregating about 67 percent 
of cost by the end of the fifth year, as 
illustrated in the attached table. The 
rates assigned to the several classes 
are approximately double the normal 
straight-line rates. Taxpayers are not 
required to take the maximum amount 
of depreciation in any one year and may 
carry forward indefinitely any deprecia
tion allowances unused for tax purposes. 

The Canadian policy is based on a 
theory of capital cost amortization, 
rather than on the theory of allowing 
deductions for exhaustion, wear, and 
tear. It is immaterial whether or not 
the asset is being used in the business to 
produce income. The proceeds from the 
sale of an asset, however, must be added 
to the depreciation reserve account for 
that class of assets and therefore reduce 
the deductions which may be taken in. 
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the future with respect to assets in that 
class. This offset against future depre
ciation is limited to the original capital 
cost of the· asset; any proceeds of sale in 
excess of original cost are treated as 
capital gains which are exempt from tax. 
On the other hand, if the proceeds from 
the disposition of an asset are less than 
its unamortized capital cost, the balance 
is subtracted from the class depreciation 
reserve account and thus increases the 
future deductions allowable for that 
class. In the year in which a class ac
count is closed, any balance is charged or 
credited to taxable income. 

In 1951 two significant modifications 
of the Canadian depreciation policy were 
necessitated by the defense program. 
One of these was designed to accelerate 
the writeoff of certain assets used in 
defense production, the other to defer 
all deductions with respect to new non
defense and nonessential assets for a 
period of 4 years. The deferred depre
ciation provisions were rescinded late in 
1952. All assets acquired after January 
1, 1953, are being depreciated under the 
liberalized provisions, and those on 
which depreciation had been deferred 
became eligible for depreciation allow
ances after that date. 

Canadian depreciation on machinery 
ASSET COSTING $1,00G-ESTIMATED LIFE, 

10 YEARS 

Year 

Straight- Declining
line depre- balance de

ciation, preciation 
10 percent 20c~~t 

------------1---- ----
t __ ---------------------------- 100 
2------------------------------ 100 
3------------------------------ 100 4______________________________ 100 
5___ __________________________ 100 
6______________________________ 100 
7 _______________________ ,___ 100 

8------------------------------ 100 
9------------------------------ 100 
10____________________________ 100 

200 
160 
128 
102 

only on condition of satisfactory evidence 
·showing how much of the expenditure 
remains undepreciated and that when 
assets are later disposed of any gains 
will not escape taxation. Free deprecia
tion is restricted to corporations because 
under graduated individual tax rates it 
might be subject to manipulation against 
the revenues. The Swedish depreciation 
-provisions permit the taxpayer to sus
pend depreciation in a loss year and take 
the deduction when profits arise later. 

LmERALIZED DEPRECIATION; GREAT BRITAIN 

British depreciation policy has been 
substantially liberalized since the end of 
World Warn to encourage moderniza
tion and expansion of productive facil
ities. Different methods are applied to 
machinery, as compared with buildings 
and structures. 

Machinery: Allowances on machinery 
are normally computed by the declining
balance method: a fixed depreciation 
rate is applied to the remaining balance 
in the asset account after subtracting de
preciation previously taken. However, 
taxpayers may choose an alternative 
straight-line method. 

Under the declining-balance method, 
the taxpayer computes his annual charge 
at a rate equal to 125 percent of the ap
plicable basic rate. Basic depreciation 
was previously increased by 20 percent in 
1938, the increase not to be subtracted 
from the asset account in computing 
subsequent depreciation. Since the new 
25-percent increase in the basic rate re
duces the balance for subsequent depre
ciation computations this change is less 
significant than might appear. In addi
tion, there is granted an initial allow
ance, now equal to a 20-percent writeoff 
of cost, in the year the expenditure is 
made. The 20 percent initial allowance, 
originally adopted in 1945, was subse
quently increased to 40 percent from 
1949 to 1951. The initial allowance was 
suspended in the Finance Act of 1951 but 
restored at the 20-percent rate in 1953. iL _ --------------------------- ------------

1'2------------------------- ------------
13_---------------------------- ------------
14_- --------------------------- ------------
15_ ---------------------------- ------------

82 
66 
52 
42 
34 
Zl 
21 
17 
14 
11 
9 

1----1·----
Total: 

5 years_-------------------10 years __________________ _ 
15 years __________________ _ 

500 
1,000 
1,000 

The attached table illustrates the 
British depreciation allowances on ma
chinery subject to a 10-percent basic 

672 declining balance rate of depreciation, 
893 showing basic depreciation and the com-
005 bined initial allowance and stepped-up 

_________ __!. ___ ___:____ basic depreciation under present and 
LmERALIZED DEPRECIATION: SWEDEN pre-1951 treatment. 

Beginning in 1938, Swedish tax law Buildings and structures: British de-
granted corporations virtually complete preciation on buildings, in the past, was 
freedom in determining their annual de- limited to industrial structures. The de
preciation charges on specified types of duction, under the old system of mills 
assets. This free depreciation applies and factories allowances, was generally 
only to machinery and equipment and computed as a percentage <less than one
is not available for buildings and struc- sixth) of actual or imputed income from 
tures. For a number of years, taxpayers the asset. In some cases an allowance 
were permitted to expense eligible capi-· of 1 percent of cost was given on plant 
tal outlays if they so desired. As part subject to wear and tear or vibration 
of the Government's anti-infiationary due to machinery. Commercial and 
policy, free depreciation has been tempo- rental housing units were not permitted 
rarily limited since 1952 to 20 percent on depreciation deductions. 
new investments. In addition, a special Under the liberalized treatment, new 
12-percent tax has been imposed on new industrial buildings and structures, ex
investments. Since this tax is deducti- elusive of dwellings, retail stores, show
ble under the regular co-rporate tax, the rooms, hotels, or ofllces, receive an ini
effective rate is around 6 percent. tial allowance of 10 percent in the year 

Under free depreciation, corporate the expenditure is made. On mining 
taxpayers may take depreciation deduc- works the initial allowance is 40 percent. 
tions in accordance with the writeoff In addition, new and existing buildings 
made in their books in lieu of the omcial less than 50 years old are given an an
schedule. Free depreciation is allowed nual- allowance of -2 percent of cost. 

Special treatment based on a 10-percent 
rate of writeo:ff is given certain agricul
tural buildings. 

The British allow unused depreciation. 
in loss years to be carried forward in
definitely. 

Gain on disposal of assets up to the 
-amount of depreciation previously taken 
is taxed as ordinary income or a cor
responding adjustment is made to reduce 
future depreciation charges. 

British depreciation on machinery 
ASSET COSTING $1,00G-10 _PERCENT BASIC 

DECLINING-BALANCE RATE 

Year 

Combined initial 
allowance and 

Basic stepped-up basic 
depre- depreciation 

cia-
tion 1 

1949-51 Present 
law J law 1 

1----------------------------- $100 $525 '$325 
2.---------------------------- 90 59 684 
3_ ---------------------------- 81 52 74 
4_ ---------------------------- 73 -45 65 5_____________________________ 66 40 57 
6_ ---------------------------- 59 35 49 
7----------------------------- 53 30 43 
s_ --------------------------- 48 Zl 38 
9----------------------------- 43 23 33 
10_ --------------------------- 39 20 29 
11---------------------------- 35 18 25 
12_ --------------------------- 31 16 22 
13--------------------------- 28 14 20 
14_ --------------------------- 25 12 17 
15 __ -------------------------- 23 10 15 
Total: 

5 years __ ----------------- 410 721 605 
10 years___________________ 652 856 797 
15 years__________________ 794 926 886 

I Declining-balance method at 10 percent rate. 
' 40 percent initial allowanc-e plus 25 percent increase 

in basic depreciation. 
1 20 percent initial allowance plus 25 percent increase 

in basi.c depreciation. 
' Computed as follows: 

20 percent of $1,000 equals_________________ $200 
~XlO percent of 1,000 equals______________ 125 

TotaL __ -------------------------------- 325 
• Computed at ~X10 percent of $675 ($1,000-$325). 

The CHAIRMAN. The time of the 
gentleman from Missouri has again ex
pired. . 

Mr. REED of New York. Mr. Chair
man, I yield such time as he may desire 
to. the gentleman from Indiana [Mr. 
HALLECK]. 

Mr. HALLECK. Mr. Chairman. today 
and tomorrow the House debates another 
major step toward providing the Ameri
can people with the largest tax-cutting 
program in the Nation's history. 

Favorable action on this omnibus tax 
bill by the House on Thursday will bring 
us nearer a total annual tax relief pro~ 
gram of $7.3 billion. 

The second highest tax cut in history 
was the $4.8 billion reduction passed by 
the Republican 80th Congress. 

Again, as in the case of the excise tax 
bill recently approved in the House, there 
are political smogs being generated by 
partisan oratory that are obscuring the 
facts concerning this bill, and the tax 
reduction program in general. 

The tax revision measure now before 
us contains some of the finest ~d fair
est provisions of any tax bill ever pre
sented to the Congress. 

No one on either side of this aisle de
nies that the correction of inequities and 
the alleviation of special hardship cases, 
the elimination of obsolete provisions 
and the overall improvement of the stat· 
utes represent an accomplishment long 
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overdue in the operations of our intern-al 
revenue system. 

What we are considering today must 
be viewed as part of the whole program 
of legislation affecting taxation. 

Here we have a great bill which pro
vides tax savings for individuals in the 
Nation amounting to $778 million for 
1 full year. 

Among other things, this measure pro
vides tax savings of $80 million for Amer
icans in medical expenses; $125 million 
in pension tax relief; $40 million for 
working parents; $75 million in taxes on 
working dependents; $240 million in re
lief from double taxation of dividends; 
and just let me point out, in this con
nection that 6 million Americans own 
stock including more than 2 million 
hous~wives; 20,000 soldiers, sailors, and 
marines; 630,000 working men and 
women; 320,000 farmers; 250,000 small 
merchants; 590,000 clerical workers; and 
200,000 salesmen. 

The bill further provides $10 million 
in land improvement tax relief for farm
ers and $240 million in depreciation 
write-off tax relief to stimulate the crea
tion of more jobs. 

Some $612 million in tax relief is pro
vided for business in this bill, thereby 
giving individuals, with $778 million, the 
long end of benefits. 

At the same time, provision is made 
for continuation of the 52 percent rate 
on corporation taxes for a year, thereby 
insuring recovery of much of the revenue 
losses involved in relief provided to 
others. 

Let me emphasize again that this 
measure we are here considering must be 
viewed only as a part-a vital part-of 
the overall program. 

Let us look at the complete picture: 
Beginning January 1 American tax

payers began to reap benefits of a 10 per
cent reduction in personal income tax 
rates-a reduction, may I say, made pos
sible only through the substantial econ
omies achieved by this administration 
since taking office. 

This saving to the individual taxpay
• ers of the Nation amounted to $3 billion. 

At the same time, removal of the ob
noxious excess profits tax afforded $2 
billion in relief for our business com
munity. 

In the :field of excise taxes, the House 
has approved reductions which will 
mean an estimated saving of $900 mil
lion over a year's time, with a lion's 
share of these benefits going to the 
American consumer. 

At the same time, by moving to con
tinue present excise rates in certain 
categories we have taken steps to guard 
against unwarranted revenue losses to 
the United States Treasury. 

What has been done, and what we 
are here seeking to do, adds up to the 
largest tax reduction program in the 
history of the country-a program in
volving annual relief to individuals and 
business totaling $7.3 billion. 

Of this total, approximately $4.7 
billion represents relief to the individual 
or to the American family, either in 
direct income tax reductions or in cut
ting the tax on items of use and con
sumption. 

At the same time, while relief to busi
ness totals an estimated $2.6 billion in 
one direction, we are, with the extension 
of the 52 percent corporation rate and 
with extension of certain excises now 
scheduled to expire in April, requiring 
those best able to pick up the tab on 
these Treasury losses to the extent of an 
estimated $2.7 billion annually. 

This bill, then, is part of a balanced, 
carefully devised tax reduction program 
designed to afford relief on an equitable 
basis within the limits of our present 
revenue needs. 

It is further designed to stimulate our 
economy, provide individuals with more 
money to spend when and as they see 
fit, and to create new sources of employ
ment through encouraging those who 
make jobs. 

This sound and farsighted plan can be 
placed in the most serious jeopardy 
through ill-conceived opposition. 

It can be wrecked by insistence on the 
inclusion, in this bill, of provisions which 
are not in the best interest of the coun
try at this time. 

Such a move can destroy the most 
comprehensive improvements to our in
ternal revenue code offered since before 
the turn of the century. 

It can frustrate the long and pain
staking efforts of the great Committee 
on Ways and Means which, working 
with the Treasury Department and with 
experts from many fields, devised this 
far-reaching measure now before us. 

Such a move can block hundreds of 
avenues of deserved relief for millions 
upon millions of American citizens in all 
walks of life who stand to benefit by the 
provisions of this bill. 

President Eisenhower has made his 
position on this measure clear beyond 
all doubt. 

In his message to the American people 
Monday night he said this: 

I most earnestly hope that the Congress 
will pass it. 

He further said: 
Some have suggested raising personal in

come tax exemptions from $600 to $800 and 
soon to $1,000, even though the Federal 
budget is not in balance. You've seen this 
kind of deal before. It looks good on the 
surface, but it looks a lot different when 
you dig into it. 

The $1,000 exemption would excuse 1 tax
payer in every 3 from all Federal income tax
es. The share of that one-third would have 
to be paid by the other two-thirds. 

I think this is wrong. I am for everybody 
paying his fair share. 

The President pointed out that a $100 
increase in the exemption would cost 
the Government $2.5 billion. 

Then he said, in unmistakable lan
guage: 

I must and will oppose such an unsound 
tax proposal. I most earnestly hope that it 
will be rejected by the Congress. I hope you 
feel the same. 

For my part, I believe the majority 
of the Members of this House and the 
American people do feel the same. I 
believe they are convinced that the pro
gram we are presenting is in the best 
interest of the whole country and that 
they want us to approve the measure 
.now before us. 

Mr. REED of New York. Mr. Chair
man, I yield such time as he may desire 
to the gentleman from Illinois [Mr. 
SPRINGER]. 

Mr. SPRINGER. Mr. Chairman, in all 
the welter of debate that has taken place 
on this bill, I believe some important 
provisions have been lost sight of. I 
rise for the purpose of pointing these 
out. Certain points of the Mason bill, 
H. R. 5180, are included in this act, pro
viding certain benefits for all retired 
people. 

As the Members of this House prob
ably know, under existing law benefits 
payable under the social-security pro
gram and the railroad-retirement pro
gram are exempt from income tax. The 
provisions of H. R. 5180, included in this 
bill, provide that the first $1,200 of any 
pensioner's retired income shall not be 
subject to income tax. This provision 
removes the discrimination previously 
existing against persons receiving retire
ment pensions under publicly adminis
tered retirement programs, such as 
teachers, municipal employees, and oth
er persons who receive industrial pen
sions or who provide independently for 
their old age. 

This bill seeks to adjust this tax treat
ment by extending a $1,200 exemption 
to all forms of retirement income. In 
many respects this provision parallels 
the provisions applicable to the pension 
payments under the social-security pro
gram. 

Under the provisions of this bill, a 
pensioner must reach 65 years of age to 
be granted this tax credit of $1,200. Re
tirement income is defined to include all 
pensions and annuities, including inter
est and dividends. 

Since this $1,200 credit is intended for 
retired individuals, the bill employs the 
same test of retirement as that adopted 
for social-security purposes. A pension
er can earn up to $900 as an employee or 
as a self -employed person, and this does 
not affect the $1,200 retirement credit. 

This bill also adopts a work-qualifying 
test similar to one used for social secur
ity. The purpose is to determine 
whether an income recipient above the 
age of 65 is a person who was actually 
engaged in gainful occupation prior to 
65. To qualify for the $1,200 exemption 
an individual must have worked and 
earned at least $600 a year in each of 
any 10 years prior to his retirement. A 
widow whose husband would qualify 
under this requirement is herself quali-

. tied. 
To me the most important point to be 

made about this provision is that it con
forms the tax treatment of all retired 
individuals, equally. This new provi
sion does not remove the $600 income
tax credit which a person receives upon 
reaching 65 years of age, under present 
law. · 

By enacting the provisions of H. R. 
5180 into this bill under discussion today 
we are alleviating the serious situation 
into which many retired people have 
been placed in recent years. Many of 
these pensioners are receiving from $100 
to $150 per month. On this amount, 
these pensioners have been paying an 
income tax at the same rate as any other 
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citizen. This bill 'will go a long way 'in 
helping these retired people generally, 
who are not covered by Federal programs 
such as social security or railroad retire· 
ment. This is especially true of people 
in the field of education such as those on 
teaching staffs in colleges and universi· 
ties, school teachers, and municipal em· 
ployees, generally. 

Personally, I believe that the retire· 
ment exemption should have been in the 
language of the Mason bill, thatJs, H. R. 
5180: 

A retired individual means an individual 
who has attained the age of 65 or who has 
retired prior to attaining age 65, under a 
public or private retirement plan providing 
him a pension or annuity and who, there
after has one or more months of retirement. 

This provision would have been much 
fairer to those pensioners under pro
grams which provide for retirement at 
less than 65 years. 

I sincerely hope that the other body 
will correct this situation when it arrives 
on that side of the Congress. 

I realize that these situations often call 
for different points of view, and that the 
committee in this situation has brought 
out the only compromise possible under 
the present circumstances. 

I want to compliment the committee 
for having seriously considered the pro
visions of H. R. 5180 and to have en
acted those portions which have been 
put in this bilL I think the committee is 
to be congratulated on its good work thus 
far on this section of the bill. 

Mr. COOPER. Mr. Chairman, I yield 
20 minutes to the gentleman from Rhode 
Island [Mr. FORAND]. 

Mr. FORAND. Mr. Chairman, I want 
to say at the outset that I am not mad 
with anybody and I love all of my col
leagues, although I violently disagree 
with many of them, particularly my 
friends to the left. I have to take issue 
with what was said by my good friend 
from Ohio that this was a committee. 
bill. I agree it bears the committee 
stamp. But this is not a committee bill: 
This :s a bill written by the staff of the 
Joint Committee on Internal Revenue 
Taxation and the tax staff of the Treas
ury Department. Although the staff has 
worked since about 1951 in the prepara· 
tion of the material, and the committee 
held hearings that lasted for 9 weeks last 
year and held many evening sessions, it 
took the committee but 6 weeks to go 
through that great volume that we have 
before us today, that is in fine print and 
runs to nearly 900 pages. Sure, it is 
reported out as the -work of the Ways· 
and Means Committee, but much as I 
dislike to say so, it was rushed through 
the Ways and Means Committee and on 
many, many occasions there was not 
even a quorum present when these sec
tions were adopted one after the other. 
And I challenge any man on this floor, 
any Member of this House, to give a 
proper interpretation, a proper explana
tion of this bill. I say to you there is not 
one who can do it. 

Mr. JENKINS. Mr. Chairman, will 
the gentleman yield? 

Mr. FORAND. I yield to the gentle
man from Ohio. 

· ·Mr. JENKINS. The gentleman is a 
member of the Committee on Ways and· 
Means, he was present about all the 
time. He said there was not. a quorum 
present. Why did he not exercise his 
power and demand that there be a quo
rum present? 

Mr. FORAND. I called attention sev· 
eral times to the fact we were working 
with just a few members present, but 
said I would not make a point of no quo· 
rum because I realized my voice was a 
voice in the wilderness when it came 
time to making any changes in the bill .. 
· Mr. Chairman, I repeat that there is 
not a man on this floor who can prop
erly interpret this bill for the benefit of 
the Members, and I will go further and 
say that every lawyer in _this country will 
have to take a refresher course in the tax: 
code before he is able to handle it prop
erly. 

Mr. Chairman. in his radio and tele
vision address last Monday, the Presi
dent voiced his opposition to any increase 
in individual exemptions and said: 

The good American doesn't ask for favored 
position or treatment. Naturally he wants 
all fellow citizens to pay their fair share of 
taxes just as he has to do. 

Mr. Chairman, I cannot believe that 
the President meant to infer that those 
people, whose income is so 1ow as to ex
empt them from paying individual in
come taxes, are not good Americans. 
Most of those people are victims of cir
cumstances beyond their control and 
would gladly pay taxes on their income, 
if they had a taxable income. 

Let no one get the idea that even those 
exempt from the income tax are not tax 
conscious, or that they pay no taxes •. 
beeause they most certainly do. 

Even these low-income people know 
that they pay taxes when they buy a 
pack of cheap cigarettes or a package of 
tobacco; when they make a telephone 
call, when they buy a lipstick or a box 
of face powder; when they purchase a 
pocketbook or a train ticket. Be not 
afraid, my friends, that some taxpayer 
will forget that he has to help support 
his Government according to his ability 
to do so. He is reminded of this every 
time he shops. 

The Republicans announced some time 
ago, that we may soon have another bill 
to provide further reductions in indi-· 
Vidual income taxes but that these re
ductions will not be by way of increased 
exemptions. It's plan is for an across
the-board percentage cut. This would 
mean a windfall for the large taxpayers 
and a pittance for taxpayers in the low
income brackets--in other words, melons 
for those who have and lemons for those 
who need. 

Republicans are claiming credit. for the 
$5 billion reduction in taxes that took 
effect January first of this year, but they 
do not tell you that these reductions were 
automatic, that provisions for the termi
nation of these taxes were written into 
the law by a Democratic Congress, back 
in 1951. 

They accuse the Democrats of playing 
politics when we seek to raise exemp
tions, but do not think for one moment 
that they overlooked the political angle 

when they .allowed the reductions to go 
into effect. . 

And on that · point le"'t me say that if 
an increase in exemption for all tax
payers, instead of tax relief only for the 
privileged few, is playing politics, I say to 
you that that is the kind of politics the 
people appreciate. They want a tax 
system that is fair to all taxpayers. 

The committee report shows tax re
ductions of $778 million for individuals· 
and $619 million for corporations. It 
points out that the extension of the 
corporate rate of 52 percent for an
other year will yield $1.2 billions in 
revenue and thus bring the revenue loss 
in this bill to only $197 million. 

I question that figure, and I do so be-· 
cause of the answers given to me in the 
committee while the bill was under con
sideration. 

As each section was adopted, I sought 
to find out what the revenue effect of the 
section would be, and by actual count. 
from my own notes; I received the an
swer negligible 46 times. Of these 46 
negligibles, 32 were negligible losses and 
14 negligible gains. 

When I asked for a definition of the 
term negligible ·I was told that it was 
any figure up to $1 million. I, therefore, 
leave it to you to figure out how much 
loss in revenue these 32 negligible losses 
amount· to. 1 think it is quite a large 
sum. 

This bill, H. R. 8300, does little to 
help the taxpayer whose income is un
der $5,000, and that means 80 percent of 
all American taxpayers. 

Out of the· $1:3 billion relief afforded 
by this bill only $205 million will go to 
those with incomes under $5,000. The 
balance will go to corporations and in
dividuals with incomes in excess of 
$5,000. . 

This bill, contrary to established prac
tice, shows the revenue loss only for 
the fiscal year 1955. This does not give 
a true picture. It does not show what 
the amount of relief will be when the 
full effect of the law has taken place. 
The following table shows the full pic-· 
ture. 

. 

Total annual tax relief 

[In millions] 

Fiscal year 1955 Full effect 

Amount Percent Amount Percent 
of total of total 
--------

Taxpayers under 
• $5,000 (80 percent 

B3 of all taxpayers) __ $205 15 , 205 
Taxpayers ov er 
• $5,000 (20percent 

of all taxpayers)_ 573 41 1,147 30 
Corporations _______ 1619 44 2,444 64 ------------

Total . -~----- 1,397 100 3, 796 100 

t This does not include the temporary continuation of 
present corporation tax rates. 

TRICKLE DOWN 

The Republican program. as enunci
ated by the President, and as set forth in 
this bill, provides for a return to the the .. 
ory of Alexander Hamilton and later 
Andrew Mellon-a theory that places 
property rights ahead of human rights; 
a policy of trickle down-that is, the idea 
that if l'OU.. take care of those at the top 
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of the economic ladder, the benefits · 
eventually will trickle down to those at 
the bottom. That theory was used in the 
1920's and resulted in the never-to-be
forgotten depression of the early 1930's. 

Emphasis is being placed on the need 
for incentives to business to increase pro
ductive capacity. That would be wise in 
normal times. But we know that today 
we have more production than we can 
consume. What we need right now is 
consumer dollars, so that goods will start 
moving, and thus create a demand for 
more production. Raising exemptions 
will mean more consumer dollars. Evi
dence of the need of this is all around us. 

Mr. Chairman, I might interpose right 
here, referring to the increase in exemp- · 
tions. I hold in my hand 20 bills that 
were introduced in the House of Repre
sentatives by Republican Members dur
ing this present Congress seeking to in
crease exemptions. I ask you, my 
friends, how you are going to explain to 
your people back home that you intro
duced these bills in all sincerity, that you 
meant to give them the relief that these 
bills would provide, if tom.orrow you dare 
to vote against raising exemptions. 
Think it over. 

Unemployment in this country passed 
the 3 ¥2 million mark last month. In my 
home State of Rhode Island more than 
40,000 workers were out of jobs in Feb
ruary, and several other thousands were 
employed only part time. In the city of 
Woonsocket 32 percent of the labor force 
was unemployed. 

The following table shows this. It also 
shows that, out of a claim load of 30,800, 
more than 4,800 had exhausted their 
unemployment benefits. 
Labor force, unemployment estimates, claim · 

load and number of claimants. exhausting 
benefits as of Feb. 6, 1954 

ESTIMATED UNEMPLOYMENT 

Labor 
force 

Per
Number cfa~o~f 

force 
---------1-----------
State _____ ___ -------------Providence ______________ _ 

Pawtucket __ -------------Woonsocket ____ __________ . 
Warren BristoL _________ _ 
Newport__--------------
Westerly_----------------

365,000 
192,600 
59,400 
28,080 
11,160 
14,040 
7,560 

40,000 
14,000 
6,900 
9,000 
2,200 

600 
500 

11.1 . 
7.3 

11.6 
32.1 
19.7 
4.3 
6.6 

Claimants exh_austing credits 1 

Claim 
load 

Percent 
Number oflabor 

force 
---------1-----------

samples of the provisions in the inter
est of the low-income taxpayer and see 
what is being done. · 

CHILD-CARE EXPENSES 

Deductions for child-care expenses are 
allowed only to working widows, widow
ers, divorced persons, and working moth
ers whose husbands are incapacitated, 
and only for children under 10 years of 
age-or 16 years of age if the child is 
physically or mentally unable to attend 
a regular school. 

The deduction is limited to actual ex
penses, but must not exceed $600 a year. 
This means that only $11.54 per week 
is deductible. I ask you: Where can you 
find a person who will take care of chil
dren for $11.54 a week? Nothing is al
lowed if the caretaker is a dependent, 
and these expenses must be only for the 
purpose of permitting the taxpayer to 
follow gainful employment. 

Although the law permits full deduc
tions to business for all ordinary and . 
necessary expenses incurred in trade or 
business, it denies this to mothers who . 
have to work to support their family. 

Businessmen are permitted to deduct 
from their taxes such expenses as en
tertainment and hotel suites but moth
ers can deduct not more than $11.54 a 
week against the cost of hiring some
one to take care of their children while 
they go out to work for a living. Whethe~ 
they have one child or 10 children the 
limit of deductions cannot exceed $600 
a year. 

The fact is overlooked that these 
working mothers pay taxes on their 
earnings and so will the babysitter if 
she earns enough. 

:MEDICAL ExPENSES 

The change in the law permitting de
ductions for medical expenses incurred 
in excess of 3 percent of adjusted gross 
income, instead of 5 percent as in pres
ent law, appears on its face as a step in 
the right direction. It looks like a little 
more relief is being given to taxpayers 
whose families are stricken by illness. 
But let us look at the new gimmick that 
has been inserted here. 

Under existing law one could include in 
medical expenses all he spent for any 
medicine or drugs in figuring his medi
cal expenses, to arrive at the deductions 
allowed. 

Under the provisions of this bill he will 
be allowed to deduct his expenses for 
drugs and medicine only to the extent 
that they exceed 1 percent of his ad
justed gross income. 

State ___ __ _______________ _ 
Providence __ ____________ _ 

Pawtucket __ ------------
Woonsocket_-------------

30,801 
10,663 
5,207 
6,557 
1, 732 

4,844 
1, 303 
1,007 
1,247 

1. 4 This means that a taxpayer with an 
1: ~ adjusted gross income of only $1,000 
4.4 would have to deduct the first $10 he Warren, BristoL ________ _ 

Newport_---------------
Westerly_----------------

457 
361 

67 
36 
66 

t Number of individuals who have exhausted all bene
fit credits since Oct. 1, 1953. 

• 1 spent for drugs or medicine and the 
:g first $30 he spent for doctors or hos

p-ital expenses, before he could claim the 
deduction, even though his medical ex
penses for the year exceeded his gross 
income. Moreover, a taxpayer who takes 
the standard deduction, rather than 
itemize his deduction, will get no bene
fit at all from this provision. 

The administration spokesmen refer 
to the present economic dislocation as 
a readjustment, or a recession, but I tell 
you that for the thousands who are un
employed the depression is here. 

We are told that much relief is given 
to individuals in this bill. Let us look 
closely at only two items, namely: Child 
care expenses and medical expenses as 

C-217 

This is wrong. Instead of this gim
mick, I suggest that if a taxpayer spends 
more than 2 percent of his adjusted gross 
income for medical expenses, including 
drugs, medicine, doctor, or hospital care, 

he should be allowed to deduct from his 
income tax the full amount of such ex
penses. You may say that the new 
formula involves only a few dollars on 
which the taxpayer is taxed, but I say 
to you that those few dollars loom big 
in the eyes of the taxpayer in the low
income bracket. 

The committee report boasts of the 
fact that this gimmick-the limitations 
on drugs and medicine-will reduce the 
loss of revenue to the Treasury from 
$125 million to $80 million, a difference 
of $45 million. 

This is but a drop in the bucket, in 
comparison to the relief being given to 
the recipients of stock dividends who 
will be benefited by this bill to the tune 
of $240 million in the fiscal year 1955, 
and then at an annual rate of $814 
million a year when the full effect of 
this bill is reached. 

The committee originally had pro- · 
vided a third step in the dividend credit 
section. This would have given relief of 
$1,200,000,000 to dividend recipients in a 
full year of operation. 

When the political significance of this 
was realized, a Republican · member of 
the committee moved to strike this third 
step out of the bill, pointing out that 
1956 would be a presidential election 
year. In announcing the decision of the 
committee, the chairman, in a press re
lease on January 14, 1954, said that the 
formula now in the bill is only the first 
step in the direction of ·complete elimi
nation of the double taxation of divi- · 
dends. 

I have never agreed that dividends 
are taxed twice. The dividends are 
taxed when received by the stockholder. 
The corporation is a separate unit and 
is not taxed on dividends, but only on 
its profits. The same principle applies 
to the dollars you spend for merchandise, · 
all of which carries some hidden tax. 
You pay taxes on the dollars you earn · 
and then you again pay taxes on the 
merchandise you get for your dollars. 

The main argument advanced for the 
exclusion and tax credit for dividend in
come is that it will encourage the pur
chasing of stock-equity financing-of 
corporations, as opposed to debt finan
cing. 

An article in the Wall Street Journal 
of March 8, 1954, questions this position. 
The article states: 

Analysis of the various factors at work 
indicates that reduction in the tax levied on 
dividends after they are paid would not have 
very much effect on corporate financing pol
icies. 

Since World War II, net stock financ
ing of corporations, according to figures 
compiled by the Securities and Exchange 
Commission, has totaled less than $15 
billion, while their net debt has risen by 
more than $26 billion-almost twice as 
much. 

. In 1948, when the corporate tax rate 
was at its lowest point since the war-
38 percent-there was the biggest excess 
of debt over stock financing of any of the 
postwar years. 

There are several reasons why this has 
come about. 

One reason why a company will issue 
bonds instead of stock is that investment 
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of the money raised by bonds adds to 
the earnings on stock, whereas the sale 
of new shares of stock dilutes the earn
ings on stock which was outstanding be
fore the additional shares were issued. 
This would be true even if there were no 
income taxes on either the corporation 
or individual shareholders. 

On the argument of double taxation, 
the proponents ignore the fact that cor
porations in recent years have been 
plowing back about half of their earn
ings and profits into the corporation. 
This has been a major method of financ
ing expansion. 

The Department of Commerce esti
mates that since the end of World War 
n, undistributed earnings have amount
ed to $87 million. This is far larger than 
other forms of financing expansion. 

The proponents of the dividend-ex
clusion and tax-credit proposal would 
have us believe that if this provision is 
adopted, a great change would come 
about in corporate financing. This sim
ply is not true, because the reasons why 
corporations issue bonds rather than 
stock have nothing to do with the tax on 
shareholders. 

Even now, evidence indicates that in
vestors prefer to have stocks than bonds, 
since even after the tax is applied to divi
dends, an investor in the lower income 
brackets-up to about 40 percent-has 
more money left after paying the tax on 
dividends than he would have from tax
free bonds and top-grade corporate 
bonds. 

When we take the masquerade off of 
this provision, it amounts to nothing 
more than giving investors increased in
come from dividends. A taxpayer in the 
50-percent tax bracket would, under the 
10-percent credit against tax which is 
being proposed, get a gain of 20 percent 
in net dividends after tax. 

Now let us look at this dividend credit 
from another angle. 

Stock dividends represent ownership 
in corporations. 

Who owns the corporations? Not all 
the taxpayers. Out of the 52 million 
families in the United States only 8 per
cent own stocks. The other 92 percent 
own none. 

One..;sixth of 1 percent of the Nation's 
families own 80 percent of all the 
stocks-in other words, 6 families in 
every 1,000. 

Under the provisions of this bill a mar
ried man with 2 dependents and having 
an income of $3,000 would pay only $20 
if his income was from dividends, but 
if it was from salary earned he would 
pay $60. 

If his income was $4,000 from divi
dends he would pay only $110, but if it 
was from salary he would pay $240. 

If his income was $5,000 from divi
dends he would pay only $200, but if it 
was from salary he would pay $420. 

Is it fair to give this comparatively 
small group of taxpayers, who get their 
income from investment, such a tax ad
vantage over those whose income is 
earned by working? 

Compare this with the meager bene
fits included in this bill for the low-in
come taxpayer and then ask yourself. 
Is it fair? Let your conscience give you 
the answer. 

Mr. JENKINS. Mr. Chairman, I yield and rue of people, regardless of where 
10 minutes to the gentleman from Ne- they live? They want an opportunity 
braska [Mr. CURTis]. for a job, not a job in a relief program, 

Mr. CURTIS of Nebraska. Mr. Chair- but a job in private enterprise; an op
man, the very able gentleman from portunity to go here or there and seek 
Rhode Island belabored the fact that the a job where plants are going up, where 
relief for child expenses in this bill for things are expanding, and where men 
widows who must work and support their believe in the future-where people are 
families is not enough and that it is only investing their money to create jobs. It 
eleven dollars and some cents a week for perhaps takes ten or twelve thousand 
that purpose. I would like to point out dollars of investment to make one job. 
to the gentleman that it is that much What is the thing we can do that will 
more of a deduction than she has been help most the thousands of young men 
able to get for the last 20 years. and women who come out of our schools, 

Mr. FORAND. That is a poor excuse. other people who are wanting jobs, and 
Mr. CURTIS of Nebraska. I am tired the boys who are discharged from the 

of these groups who have never brought Army? They want an opportunity for 
any tax relief to the people of the coun- a job. 
try complaining about the good things Our tax laws have been built up 
this Reed bill does. through wartime and times of emer-

Mr. BYRNES of Wisconsin. Mr. gency by adding this provision onto that 
Chairman, will the gentleman yield? provision; by enacting hurriedly worked 

Mr. CURTIS of Nebraska. I yield. out provisions. Our tax structure was 
Mr. BYRNES of Wisconsin. If grant- built without any plan or coordination, 

ing relief to the individual such as this and this tax revision will be one of the 
to the extent of $600 a year is so insig- greatest things we can do to insure an 
nificant, what then is the importance of economy that invites people to plan and 
the $100 per year exemption proposed in to invest and to build and to provide 
the minority motion to recommit? jobs. In addition to that, the actual 

Mr. CURTIS of Nebraska. Well, I do relief provisions to the rank and file of 
not know. If you read their arguments people are many in this bill. Indi

viduals who are making the drive to 
in 1948 and now, it makes you wonder recommit this bill, whether they know 
about things. it or not, are making a drive for no tax 

Mr. MILLS. Mr. Chairman, will the legislation this year. We could spend a 
gentleman yield for a question? long time talking about the good things 

Mr. CURTIS of Nebraska. I am sorry in this bill that helps people. If to this 
I cannot yield to the gentleman now. tax-revision bill and tax-reduction pro-

The CHAIRMAN. The gentleman posal is added that cost of $2.3 billion 
from Nebraska declines to yield. in a year's time, I have a fear there will 

Mr. CURTIS of Nebraska. It was our be no tax legislation. A vote to recom
very able colleague the gentleman from mit is a vote against this bill. 
Missouri [Mr. CuRTIS] who first used the I want to speak about two of the items 
expression, "This is a tax-revision bill, in this bill that I believe will be great 
not a tax-reduction bill." It could not factors in making this economy grow. 
have been stated more aptly. We have changed the laws in reference 

Someone has said that this is the ad- to depreciation; we have provided that 
ministration's program. Someone has when a · taxpayer buys a new machine, 
said it is the Treasury Department's pro- whether it is a farm machine, a factory 
gram. Someone has said it is the Secre- machine, or whatnot, or if he erects a 
tary's program. Just recently we heard new building to be used in business, that 
that this bill was written by the staff of he can charge that off at a little more 
the Joint Committee on Internal Reve- rapid rate in the early part of its life. 
nue. All of those people have given That is not a windfall to anyone; that is 
service. They have all cooperated, but making the tax law conform to the ac
I think the world should know that the tual facts. Who is there who does not 
real author of this fine piece of legisla- realize that the depreciation of a brand 
tion, this great revision of the tax laws, new automobile in the first year of its 
is the chairman of our committee, Mr. life is a great deal? It is substantial. 
DAN REED. It represents his hopes and But the depreciation in value of an au
dreams and labors of many, many years. tomobile between 9 and 10 years old is 
I am so happy that the President_of the not very much; and that is true of all 
United States did adopt the Reed pro- property. Now, if that is the fact, if 
gram, I am so happy that the Treasury things do depreciate more in value
Department did cooperate, I am grateful their early life-why should we not be 
for these 300,000 man-hours of time that\. ~ccurate in our tax formula? And that 
our faithful staff put in, but I think '\,is what this bill proposes to do, it per
every member of the committee knows mits the writing off of depreciation on 
that the man who conceived this and new property purchased or erected at a 
made it a reality is DAN REED. The gen- _new rate whereby they can charge off 
tleman from New York, the Honorable the first two-thirds of its value in the 
DANIEL A. REED, is one of the giants of first half of its life. That is not a phony, 
this Congress of all time. This Congress that is not a gift to somebody; that is 
has not always followed his tax phi- making the tax laws conform to the ac
losophy, but the country has never tual facts. 
gained when it turned him down. How did we get war plants built dur-

Much has been said about what are ing the war without having to appro
we doing for the ordinary people, the priate money to build them? Through 
rank and file. Let us consider that just the plan of rapid amortization, through 
a minute. What is the most important the allowance of accelerated depre
thing, economically speaking, to the rank ciation. 
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The 83d Congress has already passed a 

bill for rapid amortization of the cost of 
grain storage facilities. We have had 
that issue threshed out all through the 
country about how we needed more stor
age facilities; and the Appropriations 
Committee had to appropriate money for 
the Government to build storage space. 

We of the 83d Congress gave a tax in
centive for the building of grain storage. 
The law has been in effect for less than a 
year, and in the city of Lincoln, Nebr., 
today there is under construction enough 
grain-storage facilities to double their 
present capacity. More grain storage is 
being built in that one city than has been 
built there in the last 50 years. It is 
there, it will serve the farmers and the 
t ::.xpayers. 

In addition to that, think of the great 
chain of payroll taxes and other taxes 
that are being paid by reason of that 
construction and the purchase of that 
material. That is giving jobs to people. 

The new rules for depreciation will be 
a great incentive for all kinds of plant 
expansion and modernization. 

We are faced with the same basic 
questions here: Is it a good thing for the 
Federal Government to finance every 
venture that is to be undertaken? Now, 
if that is a good thing, we should defeat 
this bill carrying this tax reform. 

But if it is a good thing for the own
ership of the great enterprises of Ameri
ca to be widely spread, and if it is a 
good thing to have a tax climate where 
plants are built, where machines are 
purchased, and other activities take 
place to provide jobs and payrolls, then 
let us pass this bill. On that issue you 
are for it or you are against this bill. 
If you are against it you will vote for 
the motion to recommit, because I fear 
that that will end for all practical pur
poses any chance for this revision bill 
which is so badly needed in America. 

We have a tax structure that was 
started on the basis of only 4 million 
taxpayers. Now we have 56 million in
dividual taxpayers. Taxes have been 
added on individuals and business and 
on corporations, all manner of taxes, 
without a revision. This monumental 
task that has been undertaken under 
the leadership of the gentleman from 
New York [Mr. REED] will reorganize, 
revise, and put our tax laws in a more 
orderly form to the end that taxpayers 
may know what their taxes are and may 
plan accordingly. 

If you want the fine provisions of this 
bill then vote to recommit this bill be
cause you will then be voting against 
the bill. 

Do not let it be said that we have not 
brought out tax relief to the rank and 
file of the poor families of America. 
All the poor families I know of have 
children working. In the past if a child 
worked and made more than $600 a year 
he not only becomes a taxpayer but his 
parents lost him as an exemption. I 
have in my files one case where a boy 
made $600.89 and it cost his parents $135 
in taxes. I have another case of a 4-H 
club member who handled some $800, but 
made only $400 profit. He did not even 
make $600, and it cost his parents the 
exemption and $133 in taxes. The poor 
families of America consist of those 

families where _ the children work. By 
changing that so that they do not lose 
him as an exemption they save the tax 
on an income of $600. What does it 
amount to? That is equivalent, if there 
are four in the family, to raising the 
exemption $150 for each of them. 

This is a good bill, and it is for the 
rank and file of the people of Amer
ica. 

Mr. REED of New York. Mr. Chair
man, I yield such time as he may desire 
to the gentleman from Utah [Mr. DAW
soN]. 

Mr. DAWSON of Utah. Mr. Chair
man, I take this time to state that the 
people in my district are opposed to any 
further tax decrease in view of the fact 
that we have already received some $6 
billion of a tax reduction since the first 
of the year. I shall therefore vote 
against the motion to recommit if it 
contains any proviso for increasing the 
exemptions. 

Mr. Chairman, I think it is time to stop 
kidding ourselves and the taxpayers of 
America. I say kidding ourselves be
cause many in this Chamber seem to feel 
that it is politically wise to cut individ
ual taxes in an election year regardless 
of what it does to the economy of the 
country. I say that those who believe 
this are mistaken. Our people are sick 
and tired of high taxes, that is true. But 
they are also sick and tired of a govern
ment that year after year goes into the 
red. And they are sick and tired of the 
resulting infiation that keeps them run
ning full-speed on a treadmill that goes 
nowhere. 

The people of America during the past 
10 years have had a full course of educa
tion in inflation. They are now too 
smart to jump with joy at the prospect 
of a new individual income tax reduction 
when they know-from bitter experi
ence-that the additional money they 
would take home each week would be 
pilfered away by a resulting increase in 
their grocery bills, their utility bills and 
their clothing bills. The slight increase 
in take-home pay never would cover the 
amount that would be stolen from them 
if inflation again halves the value of 
their bank savings, their Government 
bonds and their insurance policies as it 
has in the past 20 years. Our people 
have seen this type of indirect taxation 
work during the past two decades and I 
say they want no more of it. 

I think our people want a balanced 
budget and that they are willing to wait 
for another year for any new tax de
creases in order to bring it about. 

The new administration has made tre
mendous strides already in licking the 
major problem facing this country. 
That problem is not high taxes. High 
taxes are the result of this problem. The 
major problem is the high cost of our 
Federal Government. Within 2 years, 
President Eisenhower's administration 
has succeeded in bringing expenditures 
down to a point where this country is 
spending more than $12 billion less per 
year to effectively operate than the pre
vious administration said was possible. 

Because of this saving, this Congress 
already has made its record on tax re
duction. By cutting Government expend
itures. we have made it possible for in-

come taxes to drop 10 percent beginning 
last January. Our savings permitted the 
abolishment of the excess-profits tax
a misnamed levy that was stifling the 
growth of small new businesses. Our 
savings permitted the House to pass last 
week an excise-tax-reduction bill which 
will save all consumers a total of nearly 
$1 billion. Altogether this is a tax re
duction of nearly $6 billion already made 
this year. 

The President in his message to the 
American people clearly outlined the 
problem facing us today when be said: 

Every dollar spent by the Government must 
be paid for either by taxes or by more bor
rowing with greater debt. To make more 
tax cuts now is to have bigger and bigger 
deficits and to borrow more and more money. 

He also said: 
We know from bitter experience what such 

a policy would finally lead to. It would m ake 
our dollars buy less. It would raise the price 
of rent, of clothing, and of groceries. It 
would pass on still larger debts to our chil
dren. 

Now, we have a proposal that would 
increase the Government's expected defi
cit by $2.5 billion. A vote for this in
crease in individual exemptions is a vote 
for increasing the cost of everything the 
wage earner must buy. Morally this is 
dead wrong and I think that the Ameri
can people are smart enough and have 
learned enough about inflation to see the 
danger in such a proposal. 

The arguments I have directed against 
this move to increase exemptions applies 
to a lesser extent to the bill now before 
us. I recognize the vast amount of labor 
that has been expended in this mam
moth revision. Certainly those sections 
that close up tax loopholes are worthy 
of passage. The bill also corrects many 
minor injustices and makes fine tax con
siderations available to those who need 
them most. 

Many sections of this bill would be 
fine legislation. But where will the lost 
revenue conie from? By borrowing. 
It is true that the administration's pro
posal, if adopted, would not result in 
revenue loss anywhere near the $2.5 bil
lion loss that would follow this pro
posal to increase individual exemptions. 
But it would result in a net revenue loss 
of $1.5 billion. I cannot vote for a bill 
that would increase the present antici
pated deficit by this amount. 

We have gone as far as we can go in 
tax reductions until we further reduce 
Government expenditures. I am not 
convinced that we cannot cut Govern
ment costs and I pledge my full support 
to anyone who finds a way to bring this 
reduction about. Until the budget is 
nearer in balance, however, I must con
tinue to oppose all further tax cuts 
whether sponsored by the opposition or 
by the administration. I shall, there
fore, vote against the motion to recommit 
and against the bill. 

Mr. MILLS. Mr. Chairman, I yield 15 
minutes to the gentleman from Pennsyl
vania [Mr. EBERHARTERJ. 

Mr. EBERHARTER. Mr. Chairman, 
the two previous speakers on the Repub
lican side have in their arguments to 
the committee this afternoon stressed 
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on the one hand that this is a bill em
bodying technical revisions . in the tax 
code which have been so sadly needed 
for many, many years; yet before leav
ing the floor each of them went into 
the subject of how much relief it was 
giving and to whom and in their argu
ments in that respect cited some very 
deplorable cases, in their opinion. I do 
not know which side they want to take, 
whether this is a technical revision bill, 
so-called, or whether it is a general tax 
reduction bill. Of course, I admit, Mr. 
Chairman, it is a technical revision inso
far as some of the technical provisions 
of the laws of the country regarding 
taxation are concerned in that the lan
guage has been changed in any number 
of instances and in other instances, or 
at least 4 or 5 of them, they have 
changed the language in such a way as 
to put into the law, if this bill ever be
comes law, matters which the Republi
can side in their "trickle down" phi
losophy of taxation have been attempt
ing to put into the tax laws for many 
years. But, they were never .successful. 
This year they have been successful so 
far in that they got them in the bill as 
it came out of the committee, and the 
way the parliamentary situation is now 
these so-called technical revisions will 
remain in the bill when it passes this 
House, if it does pass, most of which 
revisions--by far the greater number 
involving the greatest amount in terms 
of loss of revenue-are what I call loop
holes in favor of those who already are 
not paying, perhaps, as much tax as they 
should pay. 

When the committee started to con
sider this so-called technical revision 
bill, it was sold to the country as being a 
technical and administrative revision 
bill, a revision which had not been at
tempted for 75 years. The committee 
agreed that the matter of reduction in 
rates would not be considered, or the 
matter of the raising of rates would not 
be considered; that those subjects would 
be out of order. But, Mr. Chairman, 
what is the effect of writing in a new 
exemption? Is not the effect of writing 
in a new exemption a change in the 
rates? The effect is just the same. It 
reduces the liability of the taxpayer. 
When you give a partial exemption to a 
receiver of dividends from stock, are you 
not reducing his liability? It would be, 
I would say, from an effective stand
point, just as well to consider a reduc
tion in rates, but you tackle that propo
sition by giving exemptions. When you 
change the rules on depreciation so 
that you can deduct depreciation at dou
ble the rate that you did before, is not 
the effect just the same as reducing the 
tax rates? 

Then, before we got through consider
ing the bill the unanimous-consent 
agr~ement among the committee was 
discarded, and on the last day a member 
of the majority, in strict violation of the 
unanimous-consent agreement which 
had been adopted by both the Demo
cratic and the Republican members, of
fered a motion to continue the rates at 52' 
percent on corporations beyond April 1, 
1954. There is a change in the rate·s. 
U we had stuck to the unanimous-con-

sent agreement in the first place, all fringe benefits in it. If you are a 
these technical provisions would have foster parent, you get some benefit. If 
been studied separately and more care- you have one child under 10 years of age, 
fully; we would have had time, really, and you are a widow and work, and make 
to go into them as they should have been $85 a week, and in addition to that if 
gone into, and we would have been able you hire a babysitter-and mind you, 
to come to the Members of the House, you have got to hire a babysitter-then 
to the Committee this afternoon and you get $2.43 a week reduction in your 
tomorrow, and give them the benefit tax bill. But you have got to hire a 
of a real study of the technical provi- babysitter. You have got to have a 
sions. ·As has been said today, we are child who is under 10 years of age, and 
not able to do it; at least I am not, and you have got to be a widow. Where is 
I doubt whether a majority of the the benefit to the average taxpayer? 
members of the Committee on Ways and I am talking about general benefits to 
Means are able to tell you this after- the average taxpayer. That is the 
noon as to what will be the long-run reason I call it a fringe benefit. · Cer
effect of these technical revisions. tainly i~ is a fringe benefit. It is just 

Of course, Mr. Chairman, we have but it is limited to a very small group. 
succeeded in doing this: We succeeded Mr. chairman, there has not been 
in alerting the people of the country much said about the effect of this new 
to the fact tha.t this is a tax bill slanted philosophy of taxation, where stocks are 
in one direction. When you look at the going tO be allowed to bring such huge 
figures and search through them, in- returns because of the special exemp
stead of all this smokescreen and talk tion. What effect is that going to have 
about incentive, when you get down to on the State and local bond market? 
the cold facts and .figures, you cannot If your home community wants a proj
help but conclude that 90 percent, at ect and does not have the cash in the 
least, of the benefits of this reduction treasury, they will want to issue some 
will go to those who are best able to pay bonds. They are going to have to be 
taxes. · able to sell the bonds at 2¥4 or 2% per-

Mr. Chairman, very misleading :fig- cent, something like that. The bond 
ures have been put out all over the market for the local communities or for 
country and even in the majority's com- the counties or for the States will not 
mittee report because they come out be able to compete with the stock mar
with the statement that this bill will ket because stocks will be so sweet for 
lose $197 million in revenue. But, mark everybody to hold that nobody will buy 
you, Mr. Chairman, those figures are bonds. That is what the proponents 
only for the first fiscal year, not even want this provision for, they say, to help 
a full year. They do not tell you any- sell stocks. That will have an effect on 
thing about the result of the second projects in your home communities. It 
year of the operation of this measure. will have an effect on improvements. 
They tell you nothing whatsoever about It will have an effect on the worker and 
the third year of the operation of this all the families. Somebody. will still 
measure or the ott .. er years after that have to pay taxes. We will not be able 
when a revenue loss will take place. to improve sanitary conditions in the 

What I am talking about is with ref- cities, we will not be able to take care 
erence to the remarks of the President of flood-control projects, and so forth, 
the other night over the radio and tele- if we cannot borrow money on bond 
vision, when he said that the country issues. So this will have a direct effect 
cannot stand an increase in individual on the economic and financial situation 
income-tax exemptions of $100, because in every community. -
it would lose too much revenue. Let Mr. YOUNGER. The gentleman is 
me take him up on that proposition. well aware of the fact that the bonds 
The loss in revenue from an increase to which he refers are already tax
in these exemptions of $100 would exempt. 

t t $2 3 $2 4 b'll" Th 1 'Mr. EBERHARTER. Certainly, and amoun ° · or · 1 Ion. · e oss, stocks are taxable. 
after the second year of operation, under 
two provisions of this bill, the depre- Mr. YOUNGER. The dividends would 
ciation provision and the dividend pro- still be taxed. In one case you pay a 
vision, would be exactly $2.4 billion. tax and in the other you do not. 
So the President recommends two pro- Mr. EBERHARTER. The gentleman 
visions that will result in a loss of reve- does not get my .point. Whenever you 
nue of $2.4 billion in the bill and then give an exemption on the dividends that 
says to the American public that we are received from stocks, they are placed 
cannot afford an increase of $100 in the in a better competitive position than 
individual exemptions. bonds, because the stocks have already 

If we handle this matter right, we been averaging over the past 7 or 8 years 
will strike out the depreciation pro- 6 percent, whereas bonds pay 2 to 2.5 
vision which, in the third year of opera- percent. So you want to give more 
tion will amount to $1,55o,ooo,ooo, and sweetening to the stock market. 
the dividend provision which will amount The strategy of the majority party 
to $850,000,000 according to the Treas- has been changed with respect to taxa
ury estimate, the two combined amount- tion insofar as the handling of excise 

taxes is concerned and so far as this 
ing to $2.4 billion, which is exactly what so-called technical revision bill is con-
the increase in the exemptions would cerned. They take gr.eat _stock in the 
cost. Without going into the argument fact that they have reduced excise taxes 
of what the economy of the country 1n a bill that passed this House in the 
needs today, where does this bill bene- amount of $912 million. The claim has 
fit the ordinary person, · the wage been made that this sum of $912 million 
e~er? Of course, then~ are some w~ go into the hands of the consumer. 
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Let me ask you to think about that a 
minute. 

Will the reduction in the excise taxes 
on many of these items from 20 to 10 
percent go into the hands of the con~ 
sumers? From 50 to 60 percent will be 
retained by the person selling those 
goods, by the wholesaler or the retailer 
or the merchandiser. All that $912 mil~ 
lion would not go into the hands of the 
consumers. 

The telephone tax reduction from 25 
percent to 10 percent offers a 15-percent 
reduction to business. Telephone calls 
are an expense of business. The tax of 
25 percent on telephone calls made by 
business is now a deductible item. ·That 
saving may go to some extent to the 
consumer and telephone bills may be 
reduced, but you are reducing an item 
that already· is deductible when you re~ 
duce the tax on long-distance business 
telephone calls; but when you reduce the 
home telephone tax only 5 percent, from 
15 to 10 percent, that is not deductible 
as a business item, so you are not treat~ 
ing those two cases the same way. 

Mr. Chairman, the gentleman from 
Nebraska is very much afraid that we 
will not get any tax bill this year. If 
this bill is defeated, it would take the 
Committee on Ways and Means only 
1 day to bring in' a bill increasing the 
corporation tax from 47 to 52 percent. 
I think that would be the wisest thing 
to do. 

Mr. HALLECK. Mr. Chairman, will 
the gentleman yield? 

Mr. EBERHARTER. I yield to the 
gentleman from Indiana. 

Mr. HALLECK. There were two ob
servatfons I wanted to make. The tele~ 
phone rates and transportation rates, 
since they are utilities, are fixed by gov
ernmental agencies, so necessarily that 
reduction will go into their pockets. 
Second, you on your side made a motion 
to recommit that affected only one part 
of that excise-tax bill. To my mind, 
that could only be construed as a con
firmation of all the other action that 
was taken in the excise-tax bill. 

Mr. EBERHARTER. I would not say 
that. I have not said that there is any
thing else in the pending bill that is very 
good. If on this side it is decided to 
concentrate on one of the worst features 
of the bill, certainly I have to support 
the concentration of one of the worst 
features of the bill. But the gentleman 
from Indiana has not heard me say that 
any other feature of the bill is any good, 
and that I am going to vote for it even 
if the motion to recommit carries. 

Mr. MILLS. Mr. Chairman, will the 
gentleman yield? 

Mr. EBERHARTER. I yield. 
Mr. MILLS. I direct the attention of 

the gentleman from Pennsylvania to 
language which appears in the bill on 
page 55, in section 214, and also I would 
like to call this to the attention of our 
chairman of the Committee on Ways 
and Means. The language referred to 
in section 214 (a) (2) "a mother whose 
husband is incapable of self-support be
cause mentally or physically defective." 
I raise the question, may I state to my 
friend, the gentleman from Pennsyl~ 
vania, because of the fear I know that 
the medical profession has over any such 

loose use of language opening up the 
door possibly to some form of socialized 
medicine. I know my friends on the 
left, the chairman of the committee and 
all members of the committee, are not 
desirous certainly of injecting that issue 
into this bill, and certainly they are not 
desirous of doing anything to promote 
socialized medicine. But, I would like 
to have an explanation sometime or 
other during the discussion on this bill, 
as to who will make that determination 
of whether a husband is "mentally or 
physically defective." How will that 
determination be made and under what 
circumstances, and whether or not the 
bill itself permits the Secretary of the 
Treasury to employ doctors within the 
Bureau to make this determination. I 
know that if it does do so, then the ma~ 
jority of the members of the Committee 
on Ways and Means did not intend it 
that way. But something should be 
done to clarify the situation. I am ask
ing for that information in all serious
ness. 

Mr. EBERHARTER. I hope the 
chairman of the committee will be able 
to answer that question tomorrow. 

Mr. REED of New York. Mr. Chair
man, I yield 10 minutes to the gentleman 
from Connecticut [Mr. SADLAK]. 

Mr. SADLAK. Mr. Chairman, by this 
time during the debate on this very large 
bill, of necessity a great deal has been 
said not once but many times, and, of 
course, I too may be guilty of some repe
tition because we are all endeavoring to 
hit the high points in the large bill which 
we are now considering. 

Mr. Chairman, H. R. 8300 is the result 
of over 300,000 man-hours of work by 
the tax experts on the congressional and 
Treasury staffs. The committee itself 
has heard over 600 witnesses in public 
hearings ~nd has spent almost every day 
of this session in executive session work~ 
ing out the bill. The bill represents the 
largest technical achievement of any 
bill ever introduced in any Congress. If 
printed in double-spacing and larger 
type, as bills and resolutions are ordi~ 
narily submitted here, this bill would 
consist of nearly 2,500 pages. The re~ 
port contains 577 pages. 

H. R. 8300 is not a tax-cutting bill. 
It is primarily a long-overdue revision
the first ever undertaken-of our anti~ 
quated and confused tax laws. As such, 
is has three basic objectives: First, to 
remove the many inequities which dis~ 
criminate unfairly between taxpayers; 
second, to promote the expansion of the 
economy so as to create an ever-increas~ 
ing supply of new jobs, new products, 
and new services; third, to clarify the 
law so that taxpayers can ascertain with 
more certainty their tax liabilities. 

Some of our Democratic friends say 
that this is a bill for the relief of the 
large corporations. The fact is that 
under the bill corporate income taxes 
wm be increased by $581 million in fiscal 
1955. On the other hand, individuals 
will receive relief of $778 million. Some 
of our Democratic friends say that the 
bill is largely for the relief of large tax
payers. Well, let us see what it does. 

It provides the benefits of full income 
splitting to a head of family instead of 
only one-half such benefits, as under 

existing law. It will allow a deduction of 
up to $600 for child-care expenses in
curred by widows, widowers, legally sep~ 
arated or divorced persons, or mothers 
whose husbands are mentally or physi~ 
cally disabled. 

Under the new code, taxpayers will 
be permitted to deduct medical expenses 
in excess of 3 percent of adjusted gross 
income instead of the present 5 percent. 
This provision will be of particular bene
fit to low-income taxpayers for whom 
the cost of serious illness may spell finan
cial disaster. Out of the total of about 
4,600,000 persons filing tax returns for 
1949 whose deductions for medical ex
penses exceeded 5 percent of their ad~ 
justed gross income, over 3,800,000 had 
adjusted gross incomes of under $5,000. 

The new code provides for a more lib
eral definition of dependents. Foster 
children will for the first time qualify 
as dependents. So will children at school 
or college who make more than $600 a 
year so long as the taxpayer furnishes 
more than half the support. The bill 
provides that where two or more per
sons support an individual, such as chil~ 
dren supporting a parent, they may 
agree as to which one shall take the 
exemption. Under existing law nobody 
would get the exemption unless he sup
plies over 50 percent of the support. 

The bill provides to retired workers 
over 65 a $1,200 exclusion of income with 
a maximum tax credit of $240. Millions 
of retired school teachers, policemen, 
firemen, civil servants and other pen
sioners will be greatly helped by this pro
vision. 

For the first time in our tax laws, 
carrying cbarges on instalJment pur~ 
chases will be deductible at the rate of 6 
percent if the interest element therein 
is not separately stated. For the first 
time, also, employees will be allowed to 
deduct transportation expenses incurred 
in connection with their work, in the 
same way as employers can under exist
ing law. Also, for the first time, em~ 
ployees will be entitled to exclude from 
taxable income up to $100 a week in pay
ments under aceident and sickness plans, 
even though such benefits are not pro
vided under an insurance contract. 
These are just a few of the many pro
visions necessary in order to remove in
equities. But they should be enough to 
show that this is not a rich man's tax 
bill. . 

The new code is also designed to stim
ulate the economy by permitting ac
celerated. depreciation more liberal than .__.... 
that presently in effect, although the 
proposal does not go as far as the law in 
effect in Canada, Sweden, or Great Brit-
ain and a number of other countries. 

The bill provides for some relief from 
double taxation of dividends. This re~ 
lief ranges from complete elimination cf 
double tax in the case of shareholders 
receiving not more than $50 in 1955 and 
$100 in the following year. Propor
tionately smaller relief is provided to 
larger shareholders. The larger the 
shareholder, proportionately smaller is 
the relief. The most recent figures show 
that corporations raise more than four
fifths of their capital through borrow
ing. This is a dangerous trend which 
must be corrected. 
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The bill allows a deduttion for soil and 
water conservation expenditures to 
farmers. It makes a whole series of 
other changes designed to expand the 
economy. 

Under the new code, . the law will be 
clarified so that taxpayers can -ascertain 
their tax liabilities more accurately and 
so that the Government can administer 
the law more easily. Obsolete and 
repetitive provisions have been elimi
nated. For example, one provision of 
the new code replaces 34 different pro
visions in existing law. On the other 
hand, other provisions have been ex-

. panded so as to express, in clear statu
tory language, the results of court de
cisions and administrative interpreta
tions. 

The bill demands the support of every 
Members of this House. ·I feel confident 
that it will be overwhelmingly approved. 

The question was raised by tbe gentle
man from Arkansas [Mr. MILLS] as to 
the interpretation of the handicapped. 
I have looked quickly to the report which 
gives some indication of that, but, as 
the gentleman from Pennsylvania [Mr. 
EBERHARTERJ mentioned, I think we will 
have a more complete and concise re
ply on that which the chairman of the 
committee will be able to prepare. 

Mr. MILLS. I raised the question be
cause it has been raised with me. · Some 
concern has been expressed over this 
question of whether or not the Commis
sioner could employ doctors to make 
these determinations. I find nothing in 
the bill that prevents him irom doing 
it and I find nothing in the report that 
states it is the opinion of the committee 
that he shall not do it. That is the rea
son why some explanation should be 
made. 

Mr. SADLAK. There was time for 
only a cursory look at the report to see 
if there was some further explanation 
of the qualification before I took the 
floor. 

Mr. MILLS. My question has to do 
with the husband. 

Mr. SADLAK. Yes, I understand. 
Again I say I think by tt>morrow we will 
have a complete answer to that, because 
I want to know that answer as well. 

Mr. HALE. Mr. Chairman, will the 
gentleman yield? 

Mr. SADLAK. I yield to the gentle
man from Maine. 

Mr. HALE. J: was very much inter
ested in listening to the gentleman from 
Pennsylvania tMr. EBERHARTER] WhO 
seemed to feel that we were going to 
make stock financing so attractive by 
this bill that municipalities could not sell 
a tax-exempt bond issue. It occurred 
to me as the gentleman from Pennsyl
vania was making that argument, that 

· dividends were tax exempt to individual 
stockholders in the twenties and there 
was not any difficulty as far as I know 
in municipalities doing their financing 
during that period. Would the gentle
man care to comment on that? 

Mr. SADLAK. No; but I would say I 
am convinced that the gentleman has 
made a very pertinent observation. 

· Mr. MILLS. Mr. Chairman, will the. 
gentleman yield? 

Mr. SADLAK. I yield. 

Mr.· MILLS. -In reference to the 
question asked by the gentleman from 
Maine, the exemption in the early 
thirties was in reference to the normal 
tax exemption on -dividends so that the 
proceeds from dividends were exempt 
from the normal tax. That is a little bit 
different from the tax credit idea, I 
think; and the 6ommittee report so com
ments. 

Mr. SADLAK. I thank the gentleman. 
Mr. COOPER. Mr. Chairman, I ask 

· unanimous consent that our colleague, 
tlie gentleman from Michigan [Mr. DIN
GELLJ may extend his remarks in the 
RECORD immediately following the re
marks made by me earlier in the day. 

The CHAIRMAN. Is there objection 
to the request of the gentleman from 
Tennessee? 

There was no objection. 
Mr. COOPER. Mr. Chairman, I yield 

7 minutes to the gentleman from Min
nesota, [Mr. WIER]. 

Mr. WIER. Mr. Chairman, I want to 
touch briefly upon one consideration of 
the Internal Revenue Department bill 
that I have been rather curious about 
for some 2 years. 'f·he discussion on the 
debate revolving around this bill calls 
that to my attention. I refer to the 
5-year amortization writeoff tax plan. 

There are two arguments advanced 
here at this time that make it necessary 
for me to express some views on this 
amortization plan and the way it has 
functioned over the last 3 years. One of 
the arguments advanced here by the ma
jority party is that they do not and can
not see any possible means of increasing 
the exemptions because of the cuts to be 
made in the amount of revenue to be re
ceived for the fiscal year, and therefore 
object strongly to the further exemption 
of taxpayers from the present $600 to 
$700. Their argument, of course, is based 
upon their opposition to the amendment, 
to the fact that they cannot find other 
sources of revenue to replace that which 
will be lost by that $100 exemption 
increase. 

As to this 5-year amortization write
off, I remember well that that legislation 
was revived with the outbreak of the 
Korean war. The argument advanced 
by the proponents of your amortization 

_action was a justified one, because their 
contention was that in the Korean war 

. there were certain items of necessity to 
the military forces that were not items of 
necessity to our domestic needs and that 
to get orders for these military items ful
filled and manufacturing plants to take 

-these contracts for these items of mili
tary necessity it would become necessary 
to offer inducements to management in 
order that they could at least salvage 
their investment. With the termination 

-of a shooting war the market for these 
items would cease immediately, and in a 
short duration of time the investor would 
expect to lose considerable of his in
vestment. 

Now, then, I went al-ong with that 
theory that there were many things we 
needed during the Korean war that 
management in general had no interest 

. in going to any great expense tq manu
facture, for instance, retooling, construe

. tion, anq other necessary · expenditures 
to take c~re of tl}ose cont~acts. , So we 

afforded, as I remember the champions 
for that amortization, the idea that the 
need for these items for military use was 
a very necessary need. Therefore the 
Government ought to make possible 
every inducement to the investor that 
went to great expense to build a factory 
for these manufactures, and plant own
ers, and to give him as much relief as we 
possibly could. In one way it was an 
amortization of his investment in the 
way of .a tax writeoft over a 5-year 
duration. 

In 1952 I had occasion to make inquiry 
of the Internal Revenue Department as 
to those eligible for this amortization 
plan. I have with me a report from the 
Internal Revenue Department that cov
ers amortization writeoffs for the State 
of Minnesota for the fiscal year 1952. I 
asked for that because there was some 
question as to what firms were eligible 
and what firms were not. Certain firms 
were being turned down and denied 
amortization writeoffs while others were 
getting it. Upon a check and review of 
this list of management and industry in 
the State of Minnesota I find many very 
profitable firms with a very substantial 
writeoff, who produced little if anything 
for the military needs, as such. 

Mr. Chairman, that brings up this 
question. What efforts were made by the 
Ways and Means Committee to seek this 
new and added revenue, to make up for 
the proposed tax cuts proposed in this 

_ bill, if they needed added revenue to 
take care of the $100 exemption or any 
other deduction that we might make to 
relieve the tax burden of all the people? 

. I fail to find a reasonable answer to the 
question of why so many of these firms 
in the State of Minnesota are allowed 
this writeoff. They never were a part of 
this program that was originally drawn 
up to help firms who made investments 
in items that were needed only for the 
duration of the war. So in all fairness 
if the committee wanted to find other 
sources of revenue they ought to put 
some limitations on these writeoffs or 
amortization of what are approved as 

· war plants. Many of these plants that 
are getting amortization allowance now 
played no part in the military or in the 
war effort. They have merely been cov
ered by an interpretation of the Internal 
Revenue Department and are taking ad
vantage of that. If you will take the 48 
States on the same basis as occurred in 
the case of writeoffs in the State of Min
nesota I can assure you you will more 
than make up any loss of revenue that 
you might conceive in the way of better 
tre~tment to all the people of this 
country. 

Mr. COOPER. Mr. Chairman, I yield 
such time as he may desire to the gen
tleman from Wisconsin [Mr. JoHNsoN]. 

Mr. JOHNSON of Wisconsin. Mr. 
Chairman, I wish to express my opposi
tion to certain proposals for cutting taxes 
which are contained in H. R. 8300. I also 
wish to briefly outline my reasons for in
creasing the personal exemptions from 
$600 to $700. 

I alJl opposed · to the proposals to give 
tax relief to corporations and to indi

-viduals who receive dividends from cor
poration stocks. Frankly speaking, I 
am not_ sure that_ it is advisable at this 
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time to cut taxes if it is the intention of give equal relief to every taxpayer. It 
the Federal Government to balance the would give relief where it is needed most. 
budget and to maintain a strong na- and in giving relief would add to the 
tional-defense program. purchasing power of millions of Ameri-

If tax cuts are to be voted by Con- cans and help to stem the present re
gress, then I favor giving tax relief to in- cessionary trend. 
dividuals through increasing personal I have always disagreed with the He
exemptions. I favor this form of a tax publican philosophy that if you give re
cut because I believe that it will do far lief to the few at the top, some of its 
more to stabilize our economy and stim- benefits would trickle down to those in 
ulate business. · On the other hand, I the wage earning groups. This has al
do not agree with the Republican pro- ways been proven to be wrong, and, as 
posal that the relatively few people who a result, we have had catastrophic 
will gain through deductions on corpo- economic depressions in the past. 
ration stock dividends will stimulate I intend, and I hope the majority of 
business on the main streets of our com- the Members of the House will do like
munities. wise, to support the Democratic pro-

The bulk of the tax relief under the posal to increase exemptions for all tax
dividend deduction proposal will give payers so that wage earners will get 
the increased inoomes to only about some benefit from this tax revision legis-
335,000 families in the country. If these lation. Should the Democratic proposal 
335,000 families were uniformly distrib- fail to carry, there is no provision in this 
uted by counties in the United states, it bill that will give any tax relief to a 
would figure out to 109 families in each workingman earning less than $4,000 a 
county. year, and very little relief to anyone 

We know, however, that big benefi- earning less than $5,000 per year. 
ciaries of income from corporation stock I am definitely for tax relief, and I 
dividends are not distributed uniformly sincerely hope that this Congress will 
by counties. Most of these families live be fair in its treatment of those who 
in certain sections of the country. need this relief most. We can best prove 

Assuming that there was uniform dis- this fairness by increasing the exemp
tribution of this group, it would mean tions. 
that in my district about 1,100 people Mr. REED of New York. Mr. Chair
would benefit greatly under the dividend man, I yield 5 minutes to the gentleman 
tax-relief proposal championed by the from Iowa [Mr. MARTIN]. 
Republicans. I do not believe that this Mr. MARTIN of Iowa. Mr. Chairman, 
group would spend much more money the bill now under consideration, H. R. 
than they are now spending to stimu- 8300, to revise the internal-revenue laws 
late business in my district. I doubt of the United States, is of such tremen
that there are 1,100 people in my dis- dous size and content that it is literally 
trict who would benefit from the divi- impossible to present a complete analysis 
dend-deduction program. of it in this debate. The bill contains 

On the other hand, an increase in per- 875 pages, and these pages are in small 
sonal exemptions of $100 would benefit print and single space. The committee 
materially some 125,000 families of report and minority report describing the 
:farmers, workers, small-business men, bill contains 468 pages of small print, 
and professional people in my district. single space. If this bill is enacted into 
Compare the 125,000 families to 1,100 in law, the bill and the committee report 
my district, and it should be very obvi- will be essential equipment in every law 
ous as to which group will move the office of the country wherein problems 
stocks of goods from the shelves of Main of tax law are given special study. 
Street merchants. The hearings on this bill were exten-

I believe that this same comparison sive with over 600 witnesses, most of 
holds true for the districts of most of my them experts in the matter of tax laws 
colleagues-be they Democrats or Re- affecting their business interests and ac
publicans. That is why I am opposed to tivities. The staff assisting the Com
the dividend-deduction proposal and in mittee on Ways and Means in the prep
favor of increasing personal exemptions aration of this bill is made up of the 
from $600 to ·$700. best tax experts in the United States 

Mr. COOPER~ Mr. Chairman, I yield and these staff experts alone spent over 
such time as he may desire to the gentle- · 300,~00 man ~o~:rs of work on the prep-
man from Illinois [Mr. PRICE]. aration of this bill. 

Mr. PRICE. Mr. Chairman, in its This bill was introduced in the House 
present form the administration's tax re- of Representatives on March 9, 1954, by 
vision bill now under consideration deals the Honorable DANIEL A. REED, of New 
unfairly with the great majority of York, chairman of the Committee on 
American taxpayers. It grants no re- Ways and Means. This is the first com
lief to the average taxpayers. If this bill prehensive revision of the internal-reve
ls permitted to pass the House, without nue laws since 1875. The bill is designed 
the amendment suggested by the Demo- · to remove many of the unnecessary com
cratic membership, the only reduction in plications which have developed over the 
taxes which the average workingman years. It attempts to express the law in 
will receive will be that which went to a more understandable manner, delete 
him automatically on January 1, 1954, obsolete material and rearrange the pro
because of previous actions of a Demo- visions in a more logical sequence. 
cratic Congress, the 82nd Congress. The bill is a long overdue reform meas-

The Democratic tax philosophy has ure which is vitally necessary for the 
always been to deal fairly with all the fair and equal treatment of all taxpayers 
people in the matter of taxes. If we are with particular emphasis to provisions 
to do this, the sound proposal is to in- important to the farmers, wage earners, 
crease the exemptions, and this would and to the growth and survival of small 

business. Generally these provisions in
clude more adequate depreciation, a 
more realistic policy with respect to re
tained earnings, more liberal provision 
for research and development expendi
tures, a stimulus to equity through divi
dend relief, recognition of business prac-

. tices for tax accounting purposes, and 
simplified procedures for partnerships 
and corporate reorganizations. 

The overall effect of this measure on 
the revenue for fiscal year 1955 is a net 
loss of $197 million. Reductions going 
to individual taxpayers amount to $778 
million and to corporations $619 million. 
The corporate reductions, however, are 
offset by the increased revenue of $1.2 
billion arising from the extension for 1 
year-to April 1, 1955-of the present 
corporation income-tax rate of 52 per
cent. This results in a net gain from 
the provisions affecting corporations of 
$581 million. 

The revenue losses fall into two main 
categories: First, permanent losses; and, 
second, temporary losses which occur 
because of shifts in the timing of deduc
tions, but with no long-run loss in reve
nue except as tax rates may change over 
the intervening period. It should be 
recognized that some of the permanent 
losses and some of the temporary losses 
through shifts in timing may reasonably 
be expected to stimulate production and 
the national income and hence lead to 
indirect gains in revenue more or less off
setting such losses. 

Most of the changes in individual in
come taxation, necessary to remove in
equities, such as the new provisions 
concerning dependents, medical ex
penses, child care, heads of families, 
retirement income and annuities involve 
permanent losses in revenue. 

Most of the changes in corporation
income taxation, necessary to stimulate 
production and the national income, such 
as the change in the tax treatment of 
depreciation, the exclusion and tax credit 
for dividends received, the deduction for 
soil and water conservation and the ex
tension of the loss carryback to 2 years 
involve shifts in the timing of deductions. 
These provisions merely bring tax ac
counting into line with business account
ing. It should be recognized that al
though these provisions indicate a loss 
in revenue they will have favorable in
centive effects which will indirectly in
crease revenue by encouraging produc
tion and employment and thereby 
expanding the tax base. 

With respect to the changes in indi
vidual income taxation the following are 
among the more important changes in 
the bill: 

Children earning over $600: A parent 
is permitted to continue to claim a child 
as a dependent regardless of the child's 
earnings if he is under 19 or away from 
home at school, as long as he is in fact 
still supported by the parent-more than 
one-half of the support. 

Heads of families: A head of family 
is entitled to full income-splitting. The 
requirement that the dependent being 
supported actually lives in the household 
of the taxpayer has been removed. The 
difficult concept of "principal place of 
abode" has been eliminated. The defi
nition of a dependent who will qualify 

. 
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the taxpayer as head of family has been 
considerably narrowed. 

Foster children as dependents: Foster 
children and children in process of adop
tion may be claimed as dependents. 

Expenses of child care: Provides that 
a deduction up to $600 can be taken by 
widows, widowers, legally separated or 
divorced persons, or mothers whose hus
bands are mentally or physically defec
tive. The $600 deduction is available for 
expenses for the care of one or more chil
dren under age 10. If the child is be
tween the ages of 10 and 16 this deduc
tion is to be available if the child is phys
ically handicapped to such an extent 
that he is unable to attend a regular 
school. To qualify the child must be a 
son, daughter, or stepchild of the tax
payer, or an adopted child. 

Medical expenses: A tax allowance is 
given for medical expenses in excess of 
3 percent of 'income instead of 5 percent. 
The present ceiling of $1,250 for a single 
person with a maximum for a family is 
doubled allowing a ceiling of $2,500 for 
a single person with no dependents, and 
a maximum for a family of $10,000. 

Medical insurance and sick benefits for 
employees: Insurance and other plans 
adopted by employers to protect their 
employees against the risk of sickness 
is encouraged by removing the uncer
tainties in the tax law. It has been made 
clear that the employer's share of the 
costs of providing such protection on a 
group basis is not to be treated as income 
on which the employee is liable for tax. 
To prevent abuses a limit of $100 a week 
has been placed on tax-free benefits. 
This exemption, however, is extended 
only to plans meeting certain general 
standards. 

Pension and profit-sharing plans for 
employees: This provision liberalizes and 
simplifies the rules under which such 
plans can be set up and at the same time 
prevent any discrimination in favor of 
high-salaried executives and stock
holders. 

Declaration of estimated tax: Pen
alties resulting from underestimates are 
simplified by being stated as a 6-percent 
interest charge on underpayments, and 
the filing requirements have been lib
eralized. 

Final return filing date: The March 
15 filing date for individuals is changed 
to April 15. 

Retired persons over 65: A tax credit 
of 20 percent limited to $240 on retire
ment income. 

Individual charitable contribution: In 
addition to the present 20 percent limi
tation an additional 10 percent will be 
allowed for gifts to schools, churches, 
and hospitals. 

Taxation of partnerships: The tax law 
applicable to partnerships has been lib
eralized so as to permit the formation 
of partnerships and changes in partner
.ships without undue tax complications. 

With respect to the changes in cor
poratlon-income taxation, the following 
are among the more important changes 
in the bill: 

Double taxation of dividends: The 
proposed dividend exclusion and credit 
confers partial relief for double taxation 
in the most administratively feasible 
manner. The method of adjustment 

adopted affords greater relief for the 
low-income investor than for those at 
higher levels. The percentage reduc
tion of tax under the combined dividend 
exclusion and credit is greatest in the 
lowest bracket and declines progressively 
as the income level rises. A tax credit 
is allowed on an increasing scale over 
the next 2 years. For 1954 a tax credit 
of 5 percent is allowed on dividends re
ceived after July 30; for 1955 and later 
years a credit of 10 percent is allowed. 
To give full benefit to small stockholders 
the first $50 of dividends is exempted 
from tax in 1954 and for 1955 and later 
years the first $100 is exempted from 
tax. For example, in the case of a mar
ried couple filing a joint return, the 
10-percent credit alone will reduce ex
isting tax liabilities on dividend income 
in the $4,000 first bracket-subject to 
a 20-percent rate-by 50 percent; on 
dividend income in the $12,000-$16,000 
bracket-subject to a 30-percent rate
by 33 percent; and on dividend income 
in the $32,000-$36,000 bracket-subject 
to a 50-percent rate-by 20 percent. At 
very high income levels, the percentage 
reduction in tax on dividend income will 
be about 11 percent. 

Depreciation: Larger depreciation 
charges are allowed in the early years 
of life of property by the use of the de
clining-balance method of depreciation 
at rates not to exceed double those per
mitted under the present straight-line 
method. 

Research and development expenses: 
Provision provides specifically that a 
business can either write off research 
and experimental costs in the year in 
which incurred or elect to treat them as 
deferred expenses to be written off over 
a period of 5 years or more. 

Accumulation of earnings: Section 
102 provides that the first $30,000 of ac
cumulated earnings will not be counted 
in determining whether there has been 
an unreasonable accumulation. These 
provisions have been liberalized to pro
vide grea.ter protection for the taxpayer. 

Corporate reorganizations: The tax 
law is amended to permit tax-free re
arrangements of stockholders' interests 
in corporations, so long as no corporate 
earnings are withdrawn. 

Loss carryback: The carryback pro
vision is extended to 2 years. The 5-year 
carry forward provision has been con
tinued. 

Soil conservation expenses: Deduc
tions for soil conservation expenses on 
farms is allowed up to 25 percent of the 
farmer's gross income. 

Business income from foreign sources: 
Business income from foreign subsid
iaries or from segregated foreign 
branches which operate and elect to be 
taxed as subsidiaries are taxed at a rate 
14 percentage points lower than the reg
ular corporate rate. The present defi
nition of foreign taxes which may be 
credited against the United States in
come tax is broadened to include any 
tax other than an income tax which is 
the principal form of taxation on busi
ness in a country, except turnover, gen
eral sales or excise taxes, and social
security taxes. The overall limitation 
on foreign tax credits is removed. This 
limitation discouraged companies oper-

ating profitably in one foreign country 
from starting business in another for
eign country where operations at a loss 
may be expected in the first few years. 

Percentage depletion: The allowance 
for percentage depletion has been liber
alized and a number of new nonmetallic 
minerals have been added to the 15-per
cent group. Other changes have been 
made in the groups now allowed 5 and 
10 percent. 

Payment dates of corporation income 
tax: Beginning in the fall of 1955, cor
poration income-tax payments are 
speeded up by requiring advance pay
ments in September and December be
fore the end of the taxable year. Each 
of these payments is to be made at 
5 percent of the estimated amount due 
for the entire year 1955. This estimate 
is increased each year so that by 1959 
corporations will be paying 25 percent 
of their tax in each quarter. 

Accounting definitions: Tax account
ing is brought more nearly in line with 
accepted business accounting by allow
ing prepaid income to be taxed as it is 
earned rather than as it is received, and 
by allowing reserves to be established for 
known future expenses. 

Administrative provisions: Parts of the 
law covering assessments, collections, in
terest and penalties, the statute of limi
tations, and other administrative provi
sions have been simplified and brought 
together in one place. 

Corporate tax rate: Continues at 52 
percent until April 1, 1955. 

FARM TAX LEGISLATION 

Throughout my service on the Com
mittee on Ways and Means I have given 
special attention to the tax policies most 
directly affecting agriculture. 

Two points that I have sponsored of 
special interest to agriculture are con
tained in H. R. 8300, namely, the provi
sions for larger depreciation charges in 
the early years of life of farm buildings, 
equipment, and machinery not to exceed 
double the rate permitted under the 
present straight line method of comput
ing depreciation, and the provision for 
the deduction of soil conservation and 
water conservation expenses on farms up 
to 25 percent of the farmers gross in
come from farming for any year with 
provision for carrying additional ex
penses of this kind forward to another 
year until they have all been written off. 

These two points round out a policy of 
tax law for agriculture that has grown 
up during recent years which includes 
the extension of the privilege of depre
ciating the entire cost of grain storage 
facilities in 5 years time and the exten
sion of capital gains treatment for dairy 
stock and breeding livestock and the ex
emption from excise tax of automobile 
parts used in farm machinery. The last 
two points were enacted in the Revenue 
Act of 1951 and the rapid amortization 
of the cost of storage facilities was 
enacted into law in the first session of 
the 83d Congress last summer. I am 
glad that I had the opportunity to 
sponsor and assist in the enactment of 
these laws. 

A change of policy was established by 
the Internal Revenue Service in M~y 
1953 when farmers following the inven-
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tory method of accounting were given 
the option to use the cash method of 
accounting for dairy stock and breeding 
stock in order to avail themselves of the 
full benefits of capital gains tax treat· 
ment. 

Another point, however, needs to be 
watched further. The sponsors of the 
rapid amortization of the cost of crop 
storage facilities intended that law to 
apply to storage facilities built with lum. 
ber just as much as they intended it to 
include storage facilities built of steel 
and concrete. If the Internal Revenue 
Service limits this law to steel and con
crete storage at anytime, this law shall 
be amended to include storage facilities 
built of lumber in order to make rapid 
amortization fully available to our farm
ers for all new farm storage. 

It has been a privilege and an honor 
indeed to serve on the Committee on 
Ways and Means and especially to repre
sent agriculture on that committee in
sofar as I could do so effectively. I know 
the committee will not overlook agricul
ture in the years ahead and I commend 
the committee very highly for its thor· 
ough study and fair consideration of all 
tax legislation affecting agriculture dur
ing the time it has been my privilege to 
work with them. 

Mr. McCARTHY. Mr. Chairman, this 
tax bill contains a provision called the 
dividend tax credit which, when fully ef
fective, will permit persons receiving 
dividends to have the first $100 of their 
dividend income tax free, and will also 
permit them to reduce their tax bill by 
an amount equivalent to 10 percent of 
their remaining dividend income. In the 
first year, only the first $50 will be tax 
free, and a tax credit equivalent to 5 
percent of their dividend income will be 
allowed. 

The opponents of this provision have 
pointed out that 92 percent of all fami
lies own no corporation stock, and that 
families with incomes under $·5,000 re
ceive only 11 percent of all dividend in
come; that 4 percent of all taxpayers 
get 76 percent of all dividend income; 
and that eight-tenths of 1 percent of all 
taxpayers get 55 percent of all dividend 
income. They argue that this provision 
in the tax bill will give tax relief only to a 
small percentage of all taxpayers, and 
that it will give relief especially to those 
in the higher income brackets. Since 
the opponents of this provision generally 
are sponsoring an increase of $100 in the 
personal exemption, those taxpayers in 
the lower income group who receive less 
than $100 of their income from dividends 
on corporate stock will be better served 
by the $100 increase in personal exemp
tion. Their advantage will be propor· 
tionally increased as the number of de
pendents increases. The proponents of 
the so-called dividend tax credit provi
sion base their case principally on the 
argument that corporate profits are 
taxed twice--once as corporate profits 
and once as income under the individual
income-tax law. They charge that dou
ble taxation is unjustifiable, and that it 
should be reduced, if not entirely elim .. 
ina ted. 

Do they have a valldor defensible 
argument? We must realize in the be .. 
ginning that practically all tax systems. 

at:id nearly all particular taxes, are com
promises of competing claims of equity
economic or social desirability plus con
sideration of ease of administration and 
in some cases, political expediency. Let 
us consider :first the argument that in 
combination with individual income tax 
the corporation income tax constitutes 
double taxation. It should be noted 
that the imposition of two or more taxes 
on the same income is not without prece
dent and is not necessarily unjustified. 
A person is taxed once on income when 
he receives it, and again when he spends 
that income for tobacco or an auto
mobile or any other article subject to 
excise taxes. A landowner pays a prop
erty tax on the value of his land which, 
at least in part, reflects future yield. 
He is also taxed on the income from that 
land. Income used to pay household 
help is first taxed as employers income 
and then subject to tax as employees 
income. 

Legally, of course, the corporation and 
individual taxes do not result in double 
taxation. The corporation and its 
stockholders are, by law, a different per
son from the individuals who are taxed 
on their dividend income. The double 
taxation charge is said to be so in an 
economic sense. Richard Goode in his 
excellent work on the Corporation In
come Tax points out that this double 
taxation charge is based on an oversim
plified and an inadequate conception 
of the modern corporation; that it neg
lects to take into account differences 
between types of corporations, as well 
as between corporations as a group and 
unincorporated businesses. The small 
private corporation is, in operation, very 
similar to a partnership. There is close 
identification of the corporation and its 
stockholders. 

The objection to the present system 
of taxation in these cases is not based 
best on the double-taxation argument, 
but, if this is valid, should be based on 
argument against the overtaxation of 
undistributed profits. In the case of 
the large corporation, it requires little 
imagination to note the separation of 
the stockholders and the corporation. 
Taxing both the profits of the public 
corporation and the dividends received 
by the stockholders is not so much double 
taxation of the same income as sepa
rate taxation of the income of two re
lated economic entities. It is on this 
basis that undistributed profits of a 
public corporation are not included in 
the taxable income of the stockholders. 
None of the advocates of the dividend 
credit are urging that undistributed 
profits of corporations be assigned to 
stockholders annually and subject to per
sonal income tax rates. Taxation of the 
corporation does affect the income of 
the stockholders. 

As Professor Goode points out further, 
the validity of the double-taxation criti
cism is limited also by the effect of the 
corporation tax on the prices of stocks. 
The existence of a corporation income 
tax should be reflected in the market 
price of stocks. An anticipated increase 
in corporation income tax should be 
reflected in a decline of the price of 
stocks if the laws of economics are still 

operative. An anticipated reduction 
should normally be reflected also in an 
increase in the market price of stocks. 
Exemption of corporate stock dividends 
from taxation will have a similar effect. 
So, the corporation tax is, in effect, a 
one-time levy on stockholders at the 
time of imposition. It immediately de
presses the value of the stock. Stock
holders buying shares later escape the 
tax. In view of the frequent changes 
in ownership of many stocks, it seems 
likely that many present owners are not 
subject to double taxation in any sense. 
An elimination of the corporate tax on 
profits or the exemption of dividends 
from personal income tax would result 
in windfall gains to current shareholders. 
The only persons who would be sure to 
benefit are the present holders of cor
porate stocks. 

The decision in this case should not 
be decided on the basis of the catch 
phrase "double taxation," but rather on 
the basis of an examination of the basic 
considerations which do justify the cor
porate profits tax as well as the tax on 
dividend income. 

It should be noted in the :first place 
that the corporate income tax is a con .. 
venient tax. It is productive of revenue, 
and it is relatively easy to administer. 
It has more positive justification how
ever. One such justification is the bene-
fit or privilege theory. Before the six· 
teenth amendment was adopted the su
preme Court upheld the Federal corpora
tion income tax of 1909 on the grounds 
that the operation of a corporation is a. 
special privilege. Mr. Justice Day, 
speaking for the Court, described the 
tax "as an excise upon the particular 
privilege of doing business in a corporate 
capacity," and described it further as ''a. 
tax upon the doing of business with the 
advantages which inhere in the peculiar .. 
ities of corporate or joint stock organi .. 
zation-case of Flint against Stone 
Tracy Co. 

The advantages of the corporation as 
a form of business organization are, of 
course, well known. They include the 
limited liability of stockholders, per
petual life, easy transfer of ownershiP. 
easier and more widespread source of 
financing, and other advantages of -t>r
ganization. The corporation has definite 
advantages over the partnership and the 
individual enterprise. 

The second positive argument in sup
port of the corporate profits tax, to
gether with the regular income tax on 
dividend income, is that to be drawn 
from the principle of social control. It 
is desirable that monopoly control of 
and perhaps the domination of Ameri
can business by the corporate form of 
business organization be prevented. 
There is a sound, social, and political 
argument in favor of the encouragement 
of privately owned and operated busi .. 
nesses. Franklin D. Roosevelt, in his 
message to Congress in April 1938, rec
ommended that ''Tax policies should be 
devised to give affirmative encourage
ment to competitive enterprise," and in 
order to accomplish this, urged the con .. 
sideration of a higher tax on intercorpo
rate dividends, graduated corporation 
income tax, and even an undistributed 
profits tax. 
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It has commonly been accepted that 
income, which is the result of invest
ment in an industry in which the inves
tor does not work and over which he has 
little or no control, be subjected to 
greater social control and possibly to 
heavier taxes. Dividend income is, in a 
way, analogous to interest income which 
has for centuries been subject to social 
control through usury laws. A special 
treatment of dividend income would cer
tainly encourage increased investment 
in the securities of corporations and thus 
reduce the available supply of credit for 
partnership and individually operated 
industries and businesses. In view of 
these considerations, there seems little 
justification for the recommendation 
that this special dividend tax credit be 
kept in this bill. 

Mr. · REED of New York. Mr. Chair
man, I yield such time as he may desire 
to the gentleman from New Jersey [Mr. 
WOLVERTON]. 
. Mr. WOLVERTON. Mr. Chairman, 
the bill now before us for consideration, 
H. R. 8300, is the most unique and un
usual that has ever been presented to the 
House in my entire service as a Member 
of Congress, now in the 28th year. 

In the first place, it gains distinction 
because of its size, namely, 875 pages. 
In appearance it resembles a telephone 
book of the size and thickness in use in 
large cities, such as Washington, Phila
delphia, and New York. Furthermore, 
it is the result of hearing over 600 wit
nesses by the Committee on Ways and 
Means of the House in its months of 
hearings. It represents in addition to 
the hours of time of the membership of 
the committee in conducting the hear
ings, study, and consideration by the in
dividual members, both in and outside 
of the regular hours of hearings, over 
300,000 man-hours of work by members 
of the committee staff. 

The bill represents the first complete 
overhaul of the Federal tax system in 75 
years. It has been spoken of as the most 
monumental piece of legislation to ever 
come before Congress. With this I agree. 
It will ever stand as a tribute to the 
ability, wisdom, and devotion to public 
duty of the distinguished chairman of 
the committee, Hon. DANIEL REED, Re
publican, of the State of New York, and 
the comm:ittee members, Republican and 
Democratic, who have served under his 
leadership with such fidelity and sin
cerity. 

There are two main objectives in the 
bill. First, to revise, codify, simplify, 
and clarify the innumerable provisions 
now existing in an indefinable hodge
podge of tax laws that have grown up 
iP-- 75 years of legislation. And, in this 
connection close up the loopholes that 
have enabled some to escape just taxa
tion. And, second, to adjust our Federal 
taxes to give greater equity and justice, 
and make reductions as seemed reason
able and just. 

The first of these objectives has been 
accomplisbed. The revision of the tax 
laws was one of a most intricate charac
ter and required a high degree of skill 
and indescribable patience and great 
ability. This part is represented in the 
hundreds of pages contained in this bill. 

The second objective, namely, tax ad
justments and reductions, while cover
ing much less in volume than the first 
objective, yet, did constitute a task that 
required deep study and a complete 
understanding of the economic needs of 
the country, both as to individuals and 
corporations, partnerships and other 
business associations, and likewise with 
respect to the many types of business 
and industry, including agriculture, min
ing, banking, and all the varied and 
numerous activities that exist in a coun
try of free enterprise such as ours. 

These two principal objectives have 
been accomplished in an admirable man
ner and reflect great credit upon the 
committee and its staff. Likewise, credit 
is due the several hundred witnesses who 
appeared before the committee and sub
mitted their views and opinions for com
mittee consideration. Nor, should we 
overlook the valuable service given to 
the committee by scores of experts in 
tax accounting. They did so as a public 
duty and without charge. They are en
titled to praise for the fine public spirit 
they showed. 

With acknowledgement for the fine 
results apparent in this bill, with respect 
to the rewriting of our tax laws, and 
putting them in more readily understood 
terms, it is now my intention to direct 
attention to a few of the changes result
ing in tax reductions or benefits made 
available to individual taxpayers. The 
overall tax reductions under this bill 
amount to approximately $1,400,000,000. 
Of this amount approximately $778 mil
lion goes to individuals, with corpora
tions receiving $619 million. Thus, indi
viduals receive $159 million more relief 
than corporations under the bill. 

I now wish to summarize briefly a few 
of the tax benefits or reductions that go 
to individuals. There are limitations 
that prevent my reference in detail to 
all of such benefits, however, the few 
that I shall give are illustrative of what 
has been done for the individual tax
payer under the terms of this bill. 

HEAD OF FAMILY 

Under existing law a head of house
hold is only entitled to one-half the 
benefits of income splitting. 

Under the new bill, a head of family 
will be entitled to the full benefits of in
come splitting accorded to married 
couples. The total saving to individuals 
is estimated to be $50 million for fiscal 
year 1955. 

RETffiEMENT INCOME CREDIT 

Under existing law, benefits paid un
der the Social Security Act and certain 
other retirement programs of the Fed
eral Government are exempt from tax. 
This bill extends a substantially similar 
exemption to all forms of retirement 
income. Under this new bill, an indi
vidual who is 65 years or over is granted 
a tax credit equal to the tax at the first 
bracket rate of the amount ·of his retire
ment income to $1,200. For low bracket 
taxpayers, the result is a complete ex
emption of $1,200 retirement income. 
It is estimated that this provision in the 

bill will save taxpayers in retired status 
about $125 million in succeeding years. 
This saving will be beneficial to millions 

of retired ·school teachers,- policemen, 
firemen, civil servants and other retired · 
persons. 

DEDUCTION OF MEDICAL EXPENSES 

At the present time, taxpayers are 
often not able to deduct medical, dental, 
and similar expenses because of the lim
itation which allows a deduction for ex
penses only to the extent they exceed 5 
percent of the taxpayers adjusted gross 
income. The bill reduces the present 
limitation to 3 percent of the taxpayers 
adjusted gross income. This saving for 
taxpayers is estimated to be $80 million 
in 1955. 

CHILD-CARE EXPENSES 

In many families where the husband 
or wife has died, or where there has been 
a divorce, the remaining spouse, in order 
to be employed must incur expense to 
provide care for the children. Present 
law does not permit deduction of these 
child-care expenses even though they 
are essentially expenses incurred for the 
purpose of allowing the taxpayer to earn 
an income. 

The bill will permit widows, widowers, 
or divorced persons, and also mothers 
whose husbands are mentally or physi
cally defective, to deduct up to $600 of 
the expenses incurred for the care of 
their children under the age of 10 so 
that the parent may be gainfully em
ployed. Similar expenses may also be 
deducted for children between the ages 
of 10 and 16 who are physically handi
capped and are unable to attend a regu
lar school. 

This provision will save such taxpayers 
an estimated $40 million per year. 
CARRYING CHARGES ON INSTALLMENT PURCHASES 

The bill will permit taxpayers to de
duct, as interest, carrying charges up to 
6 percent of the average unpaid balance 
on installment purchases during the 
year. 

This provision it is estimated will 
mean a saving of $10 million to tax
payers per year. 

DIVIDEND CREDIT 

The provisions regarding dividends 
have received considerable public atten
tion. Under existing law, dividends are 
taxed twice-once in the hands of the 
corporation at a 52 percent rate and 
again in the hands of the shareholder 
at rates running up to 87 percent. This 
is not true with respect to other forms 
of income. For example, wages can be 
deducted in computing the corporations 
income tax. 

The bill permits an individual to de
duct from gross income up to $50 of in
come received from dividends during a 
taxable year after July 31, 1954, and 
before August 1, 1955, and up to $100 
for such income in subsequent years. In 
addition, the bill permits a credit against 
tax of dividend income equal to 5 per
cent of dividend income after July 3, 
1954 and before August 1, 1955, and 10 
percent of such dividend income received 
after that date. 

In this connection it is interesting to 
note that both Canada and England 
have reduced the double taxation of 
dividends-Canada to the extent of 20 
percent-twice the amount fixed by the 
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terms of this bill. This provision ·will 
provide for taxpayers a saving estimated 
at $240 million. 

DEDUCTION FOR INCOME EARNING DEPENDENT 

Under present law, a taxpayer is not 
allowed a dependency exemption for a 
child who earns over $600 a year even 
though he supports the child. The bill 
eliminates this hardship by providing 
that the $600 gross income test will not 
apply in the case of children who are 
under 18, or if over 18 who are students 
as long as the taxpayer continues to pro
vide over half of their support. 

It is estimated that this new provision 
will save taxpayers about $85 million. 

CHARITABLE CONTRmUTIONS 

The bill raises from 2b to 30 percent 
the charitable contribution limit for in
dividuals. However, this extra 10 per
cent is to be allowed only with respect 
to contributions to religious orders, edu
cational institutions, hospitals, churches, 
and conventions of churches. The pur
pose of this amendment is to aid these 
particular institutions in obtaining the 
additional funds they need in view of 
their rising costs and the relatively low 
rate of return they are receiving on en
dowment funds. 

The saving to taxpayers as a result of 
this provision is estimated to amount to 
$25 million per year. 

There are a great many other pro
visions that will result in savings to tax
payers, both individuals and corpora
tions, but, I think I have mentioned a 
sufficiently varied list to indicate that 
the bill does provide real savings for in
dividual taxpayers contrary to what is so 
often claimed by some for political rea
sons. 
TAX REDUCTIONS IN ADDITION TO PRESENT BILL 

The record of the Republican Party in 
the matter of tax reductions is one that 
is enviable. When the Republican Party 
took over the administration of our Gov
ernment a little more than a year ago it 
was faced with a national debt that was 
stupendous. It was approximately $260 
billion. Our tax rate was the highest in 
the history of our Government in time of 
peace. The heavy overhead expense in
cident to our national debt and the ex
travagant expense in conducting our 
Government resulted in an all-time high 
budget in time of peace. 

To accomplish tax reduction under 
such conditions seemed impossible of ac
complishments, yet, by tremendous ef
fort the Republican administration has 
cut the expenses of government by $12 
billion and thereby made it possible to 
reduce taxes. However, even the reduc
tion in the expenses of government to 
the amount of $12 billion has not en
abled the budget to be balanced. When 
it is in balance there can be, and, I firm
ly believe will be, further reduction of 
taxes. 

The previous administration claims 
credit for a part of the reduction of taxes 
that has taken place in the present Re
publican administration. It is true that 
the previous administration authorized 
a reduction of taxes but the actual re
duction was put off until January 1, last. 
It is perfectly obvious that there could 
have been no fulfillment of that promise 

by the previous administration because 
of the tremendous expenses of govern
ment that kept adding deficit upon defi
cit, and thereby creating additional 
debt. The reductions that had been au
thorized therefore could only take plac.e 
by a heavy cut in the expenses of 
Government. This the previous admin
istration did not do and hence there 
would, in all probability, have been no 
actual reduction if that administration 
had been kept in control of our Govern
ment. However, with the advent of the 
present Eisenhower administration a de
termined effort was made to cut the ex
penses of Government. Consequently, 
we have the result of a $12 billion cut. 
As a result it was possible to make ef
fective the reductions authorized by the 
previous administration which could 
not have been done under the fiscal 
policy and conditions that prevailed· un
der the previous administration. In ad
dition thereto the present administra
tion has not only made effective the tax 
reductions already referred to but in ad
dition thereto further tax reductions of 
a substantial character. Altogether 
this has totaled approximately $7 bil
lion, in tax relief since January 1. This 
relief is divided between individuals and 
corporations as follows: 

B i lli ons 
Individuals ------------------------- $4. 7 
Corporat ions________________________ 2.3 

Total _________________________ $7.0 

A more detailed explanation is as fol
lows: 

First, the Republican program made it 
possible to permit a 10 percent individ
ual income-tax reduction to take effect 
last January 1. This amounted to $3 
billion of tax relief. 

Second, the Republican administra
tion was able to terminate the infla
tionary excess-profits tax which was 
throttling small business. This 
amounted to $1.7 billion of tax relief. 

Third, only last week the Republican 
Congress passed an excise-tax reduction 
bill benefiting every family in this coun
try. This will amount to $912 million 
of tax relief. 

Fourth, the present tax-revision bill 
contains $1.4 billion in tax relief, $778 
million going to individuals. 

Thus, Republican tax program adds 
up to $7 billion in tax relief since Janu
ary 1. 

ADDITIONAL REDUCTIONS 

I have set forth the noteworthy record 
of the Republican Party under the Eisen
hower leadership, in reducing Govern
ment spending and thereby making it 
possible to reduce taxes. It is a record 
in which just pride can be taken. 

'!'his is especially true when con
trasted with the record of previous ad
ministrations. Notwithstanding, the 
failure of such administrations to give 
tax relief to our people in all the 20 years 
it was in power it now seeks to climb on 
the bandwagon and advocates addi
tional cuts to those recommended by the 
present administration through its 
Committee on Ways and Means of the 
House. It seeks to increase the present 
exemption by $100, thus making it $700, 
instead of the $600 recommended for 

the present by the pending bill. This 
change would make an additional re
duction in revenue to the Government 
of over $2 Y4 billion. This would be in 
addition to the $7 billion reduction al
ready made possible by the present ad-. 
ministration. It seems to me to come in 
poor grace for the Democratic Party to 
advocate such a change as this at this 
time. They did not do so in the 20 years 
it was in power, but, on the contrary de
creased the exemption from $2,500 al
lowed under the last Republican admin
istration down to $500. Furthermore, 
it should also be born in mind that all 
the present Democratic leaders in 1948 
fought the effort of the Republicans in 
Congress at that time to increase the 
exemption to the present $600, and 
President Truman actually vetoed the 
bill passed by the Republican Congress. 
And, that was at a time when the Re
publican Party in Congress had actually 
balanced the budget. In the interim the 
Democratic Party has had control of the 
Government until last year. During 
their term in office they again unbal
anced the budget after the Republican 
Party had balanced it, and, now the Re
publican administration is again en
gaged in balancing the budget. It has 
made excellent headway. It has cut ex
penditures by $12 billion below the 
previous administration-and reduced 
taxes by $7 billion. And, the good work 
goes on. We are again nearing a bal
anced budget. When this is accom
plished the Republicans in Congress will 
make further tax reductions. It is not 
too optimistic to expect further tax re
ductions in the year ahead. And, as a 
balanced budget is attained the exemp
tion can be increased to $700 and even 
more than that. 

I voted for an increased exemption 
in 1948 when the Democratic Party op
posed it, and, a Democrat President 
vetoed the bill passed by the Republican 
Congress. I felt justified in doing so at 
that time because we had a balanced 
budget and could therefore afford to do 
it. Today, we have not as yet attained 
a balanced budget, hence, my reluctance 
to vote for an increased exemption. I 
will do so as soon as our financial condi
tion warrants such a course. From all 
indications this will be within the next 
year. The Republican tax record has 
been outstanding. It has been sound. It 
will continue to be and as a result fur
ther reductions can be expected, includ
ing the increasing of the exemption. It 
was not the Republican Congress that 
decreased the exemption from $2,500, 
and, it can be depended upon to raise it 
above the present $600 as fast as our 
financial condition improves. 

It is important to remember that in all 
their 20 years the Democratic adminis
tration never raised exemptions. They 
lowered exemptions. This required in
creased payments by the little taxpayers. 
When the Republican Party left office in 
1932 income-tax exemptions ranged up 
to $2,500. The Democratic Party whit
tled away at that figure until they finally 
got exemptions down to $500. It was the 
Republican Party in 1948 which finally 
raised exemptions to give the little tax
payer a break.· We raised the personal 
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exemptions from $500 to $600 over Presi
dent Truman's veto. We raised the de
pendency exemption from $500 to $600. 
We gave an additional exemption to the 
blind of $600. We gave an additional 
exemption to the aged of $600. Is it any 
wonder that we point with pride to this 
Republican record? 

We cannot only hope, but, confidently 
expect, if a Republican Congress is con
tinued that under the leadership of 
President Eisenhower we will get our 
Government back on a sound financial 
foundation with .further tax reductions 
for our people. 

Mrs. ROGERS of Massachusetts. Mr. 
Chairman, I ask unanimous consent to 
extend my remarks at this point in the 
RECORD. 

The CHAIRMAN. Is there objection 
to the request of the gentlewoman from 
Massachusetts? 

There was no objection. 
Mrs. ROGERS of Massachusetts. Mr. 

Chairman, the tax legislation we now 
have under consideration· is a gigantic 
undertaking. The problems and ditli
culties are so numerous and so complex 
it seems almost unbelievable that all of 
them can be solved and worked out in 
one tremendous piece of legislation. 
This revision of our revenue law consti
tutes a most admirable and outstanding 
work on the part of everyone associated 
in the undertaking. The distinguished 
members of the Ways and Means Com
mittee and the committee's' distinguished 
chairman merit the highest praise, not 
only from the rest of the Congress but 
from the people of America. The mem
bers of the professional staff of the Ways 
and Means Committee and all of the em
ployees associated in this work are de
serving of the highest praise. Those of 
us here in the Congress know full well of 
the many hours of tedious labor that 
have gone into the preparation of this 
legislation. I give my congratulations 
and my sincere appreciation to everyone 
who has worked so diligently and so con
structively in this greatly needed under
taking. 

Without question, the revision of our 
tax laws was commenced because it is 
well recognized that the American people 
have earned some consideration in the 
form of tax relief. Somewhere, however, 
in the tremendous responsibility of the 
writing of this legislation the actual pur
pose to give tax relief to countless Amer
icans appears to have been lost. In view 
of the original purpose of this legisla
tion, · and because I thought it was the 
intention of the committee to work out a 
reasonable and sensible basis for the re
lief of the heavy burden of individual 
taxes upon the American people, I pre
sented to the committee a plan to pro
vide this relief by increasing the exemp
tion allowance for dependents. I did 
this, not because I wanted to force my 
views upon the committee or because I 
thought the committee was not qualified 
to make fair and just decisions in regard 
to this important matter of tax relief. 
In my view the contrary is true, for I be
lieve the Ways and Means Committee is 
one of the most distinguished in this 
honorable Congress of the American 
people. 

_On the · other hand, I have had the 
honor to be in this Congress for anum
ber of years. Like some of my colleagues 
here today, I have been a Member 
through all of these difficult years when 
the fate of our great Nation actually was 
hanging in the balance. Many of us 
have been a part of grave and serious 
decisions, and there is not any one of us 
that in his heart does not earnestly 
desire and try to do that which is right 
and that which is fair and just for this 
country of ours and all of the people 
we have the honor to represent. 

Knowing full well the desire of the 
people to obtain some kind of relief from 
this heavy burden of taxation, I felt it 
was my duty as an experienced Member 
of this Congress to present to the com
mittee my views and any constructive 
methods I might recommend to accom
plish this tax relief. This I did in the 
form of a bill, designated H. R. 6925, the 
purpose of which was to increase the 
income-tax exemption allowed a tax
payer for a dependent. In addition to 
this bill, I presented to the distinguished · 
chairman of the Ways and Means Com
mittee an analysis of the economic proc
esses involved, together with the social 
considerations always inseparably . re
~ated to a consideration of this nature, 
m support of my method to bring about 
tax relief. In addition to this analysis, 
also I presented my views to the Presi
dent of the United States for the pur
pose of trying to obtain his· support for 
this method of tax relief meaning so 
mucp and touching so many American 
lives. 

In replying to my analysis, the dis
tinguished chairman of the Ways and 
Means Committee stated: 

It is not possible . to dissent from the 
p"ersuasive logic you have presented in sup
port of your proposal. As you know, I have 
contended for many years that the tax· bur
den imposed on the American citizen is too 
onerous. 

Certainly, these statements represent 
a rather clear endorsement of my pro
posal for tax relief. 

In reply to my letter to the President 
I received only a few moments ago ~ 
communication from· one of the admin
istrative assistants to the President in 
w~ich was the following statement: 

Naturally the Pi-esident is appreciative of 
the time and thought you have obviously 
devoted to the tax problem. In view of the 
overall tax picture, however, he hopes you 
will understand the reasons for the position 
he has taken in this matter. 

In his reply, it is to be observed the 
President has authorized the statement: 

In view of the overall tax picture, however, 
he hopes you will understand the reasons for 
the position he has taken in this matter. 

In answer to this statement, may I 
suggest to the President of the United 
States that I, too, have in mind the over
all tax picture of the United States, and 
I should like to further suggest that my 
proposal would result in far greater bene
fits to the American people and to the 
whole national economy than any forth
coming in the present legislation which 
the President is recommending. It is to 
be observed that under the doctrine of 
the separation of powers, it is the Con-

gress that has the responsibility for 
originating· the tax legislation for this 
country. Having this responsibility it is 
the duty of a Member of Congress to 
know what they are talking about and 
what they are doing . . May I say, Mr. 
President, that I, too, have in mind the 
overall tax picture of the Nation. 

Like the distinguished members of the 
Ways and Means Committee, I too have 
made an exhaustive study of taxes and 
their interrelated problems on the eco
nomic processes and social considerations 
of our great country. I have reached 
my decisions only after study and careful 
analysis. It must be observed that there 
are some right here in the Congress who 
are ably qualified and who, after years of 
study, have a khowledge and a grasp of 
the problems involved just as clearly and 
just as completely as do those who are 
considered experts and who' charge 
rather large sums to advise certain mem
bers and departments of the Govern
men~. There are experts in Congress 
too, and for everyone hearing my re
marks and reading my remarks today, I 
want it to be known that they also.know 
what they are doing. 

The purpose of this tax bill was to 
bring about relie{ from the h~avy -bur
den of taxes for the A:nerican people. 
This legislation which we are consider
ing at this time does not accomplish this 
purpose. Now, I do not want you or the 
American people to take my statement as 
representing the facts in this situation. 
Instead, I want you to take the state
ments of the committee as the commit
tee has recorded them in its official re
port, carrying the designation House Re
port 1337. With your permission, I shall 
examine tt.is report and in the brief time 
that I have, try_ to point out to you ex
actly why this tax bill fails to do what it 
was supposed to. do and fails to carry out 
the original purpose of bringing about 
tax relief for the American people. 
SPECIFIC COMMENTS ON TAX BILL H. R. 8300 

The report of the Ways and Means 
Committee accompanying H. R. 8300 
analyzes the effects of the specific 
changes in the revenue code recommend
ed by the committee. This analysis of 
revenue losses and gains is the most mis
leading presentation that I b,ave seen 
in many years. 

There seems to be three basic, under
lying motives in the minds of the drafters 
of the report: One is that the overall 
loss in revenue resulting from this bill 
is negligible. The second is that the 
greatest reductions in revenue in the 
bill go to the individual taxpayer. The 
third is that the net effect upon corpo
rations is to increase their taxes. All 
three of these motives add up to worthy 
political objectives, I assume, in the 
minds of the majority members of the 
committee; however, it is my view the 
primary objective of the Congress should 
be the welfare of the American people 
and not political advantage. Now let 
us look at each of these three points: 

NEGLIGIBLE LOSS 

· The report specifically states that the 
grand total loss in revenue is only $197 
million. This is a deliberate misrepre
sentation. It is deceitful. The report 
specifically shows that the total revenue 
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loss for the fiscal year 1955 will be 
$1,397 million. The report, however, 
lists as a gain in revenue the amount 
$1,200 million the extension of the cor
porate tax rate for another year. The 
difference -between the loss of 1.397 and 
the gain of 1.2 is a net loss of $197 
million. 

The listing of the $1,200 million total 
gain in revenue as the result of the ex
tension of the corporate rate for another 
year is not factually accurate. As of 
April 1, 1954, the corporate tax rate was 
to have been reduced automatically from 
the present rate of 52 percent to 47 
percent. But in May of last year Presi
dent Eisenhower sent a message to 
Congress recommending, among other 
things, that the corporate rate due to 
be reduced on April!, 1954, be extended. 
The President again recommended this 
in his last state of the Union message 
and in his Economic Report to the Con
gress submitted a few weeks ago. 

In submitting his budget for fiscal 
1955 President Eisenhower again recom
mended that the rate be continued at 
52 percent. As a matter of fact, in 
estimating the receipt of revenues for 
fiscal 1955, he specifically assumed that 
the corporate rate -would remain at 52 
percent. Any attempt, at this point, to 
assume that this is an increase in rev
enue of $1,200 million because the cor
porate rate has been continued at 52 
percent is done purely to mislead the 
public. 

If the President had not assumed, in 
estimating revenue for 1955, that the 
rate would be continued, then one might 
be able to say logically that this is a 
gain in revenue over what was antici
pated. But inasmuch as the President 
has assumed that the rate would be con
tinued and has specifically included such 
assumptions in his estimate, it is only by 
the furthest stretch of one's imagination 
that one can consider this an increase in 
revenue. 

It also ought to be understood that 
corporations will not pay higher taxes 
in fiscal 1955 than they paid in fiscal 
1954, because the rates will be the same. 
Therefore, how can it possibly be stated, 
as the committee does state, that the 
extension of the 52 percent rate for a 
year will be an increase in revenue of 
$1.2 billion. 

ONLY 1 YEAR'S REVENUE LOSS ESTIMATED 

Nowhere in this report is there any 
mention made of the fact, and I repeat 
of the fact, that during the fiscal year 
1956 and the fiscal year 1957 the revenue 
losses provided for by this bill will be 
considerably in excess of the revenue 
losses during the fiscal year 1955. 

Forgetting for the moment about the 
estimated revenue gain for fiscal 1955, 
the total loss in revenue in the first year 
of operation is, according to the report, 
$1.397 billion. By fiscal 1957, however, 
the third year of operation of this bill, 
the total loss to the Federal Government 
in revenue will ba in excess of $3% bil
lion. This is true for 2 main reasons: 

First. Because the provision for lib
eralizing depreciation allowance at a 
cost of only $375 million in losses dur
ing the fiscal year 1955, will actually 
amount to a loss of $1,550,000,000 by 

fiscal 1957. This is $1,175,000,000 more 
of a loss than is specifically mentioned 
in the report of the committee in con
nection with this one item of deprecia
tion. 

Second. Because the proposal to re
duce the tax upon dividends is spe
cifically listed in this report as a loss of 
$240, million during the fiscal year 1955. 
Nowhere is there mention made in the 
report that by fiscal 1957 the loss in 
revenue in this provision, as now pro
vided for in H. R. 8300 will be $850 
million. This is $610 million more loss 

. in revenue than is provided for in the 
bill. 

When we add the $610 million loss to 
the $1,275,000,000, the total loss in 
revenue, over and above what is admitted 
in the committee report, will total $1,-
885,000,000. When you add $1,885,000,-
000 to the total admitted loss in revenue 
for fiscal 1955 of $1,397,000,000, you get 
a total loss in revenue by fiscal 1955 of 
$3,282,000,000. In other words, more 
than $3 Y2 billion will be lost in revenue 
when this bill takes full effect. But 
nowhere is there mention made in the 
report that the loss in revenue will be 
greater in fiscal 1956 and fiscal 1957 
than in fiscal 1955. This is deliberately 
misleading the American public. 

THE BU..L'S EFFECT ON INDIVIDUALS 

The report of the committee estimates 
that the total loss in revenue to indi
viduals will be $778 million. When this 
is combined with the estimated loss of 
$619 million to corporations, you have 
a total loss for the fiscal year 1955 of 
$1.397. The biggest item in the loss in 
revenue to individuals is the proposal to 
reduce taxes on dividends. This is esti
mated in the report for the first fiscal 
year to be $240 million. It is not pointed 
out, for example, that the dividend pro
posal does not take effect until August 
1, so that the $240 million figure is not 
the total impact of this proposal for the 
first year, because the provision will ac
tually apply to only 11 months out of 
the fiscal year. 

This point, however, is not as signifi
cant as the listing of this proposal under 
"Aid to individuals" and under "Loss 
in Revenue to Individuals.'' It is cer
tainly true that individuals receive divi
dends. But what individuals receive 
dividends? And how much dividends do 
they receive? According to the Survey 
of Consumer Finances, prepared for the 
Federal Reserve Board, there are 52 
million American families. Only 8 per
cent of these 52 million families owns 
any stock of publicly held corporations. 
This means that about 4,200,000 families 
own stock. Forty-eight million, eight 
hundred thousand own no stock what
soever. 

But this is not even close to the full 
story, because of the 4,200,000 that own 
stock, 335,000 families actually own 80 
percent of the total publicly held stock 
in America. In spite of all the adver
tisements and attempts by stockbrokers 
who are attempting to enlarge public 
ownership of stock, there are still only 
a relatively few American families that 
own stock. Each one of the 335,000 
American families, who . combined own 
80 percent of the stock, themselves own 

$25,000 worth of stock or more. There
fore, tax cuts resulting from this pro
posal will go to only a very limited few 
of the American families. This is most 
significant. 

While it is accurate to list this tax 
cut under "individuals" it is misleading 
for the report not to have any mention 
of who actually owns the stock or re
ceives dividends. 

As for the rest of the revenue loss 
which individuals will receive, you must 
be a special type of individual before 
you receive 1 cent of tax relief. 

For example, you must either be the 
head of a household whose spouse is not 
living or you must have a child in col
lege, or you must have a particular type 
of dependent, or you must be a retired 
individual or you must be an individual 
who works and who hires a babysitter 
and this provision applies only if your 
child is less than 10 years old or you 
must have unusually large medical ex
penses. What crumbs, little crumbs to 
toss out to the American people. 

If a person does not fit in any of the 
above categories he will receive not one 
cent of tax benefit from this bill. In 
other words, there is no general tax re
duction provided in the bill. All tax re
ductions are for specific categories of 
people who constitute only a limited 
number of taxpayers. Millions of fine 
American citizens, taxpayers all, receive 
no tax relief in this legislation. 

FmST YEAR EFFECT UPON CORPORATIONS 

The report enumerates a reduction in 
taxes to corporations amounting to $619 
million. This includes three major pro
posals-liberalizing depreciation allow
ances, permitting carryover of losses for 
corporations for a 2-year period and spe
cial treatment for income derived from 
foreign sources. These three items com
bined represent $547 million of the total 
tax reductions given to corporations. 

As another means of misleading the 
public, the report subtracts the total re
duction in revenue attributed to corpo
rations of $619 million from the esti
mated phantom increase in taxes on cor
porations of $1.2 billion resulting from 
the extension of the 52 percent rate for 
a year. This shows, therefore, that as 
far as corporations are concerned this 
bill actually increases the tax by $581 
million. This again is misleading, false, 
and mendacious. 

It is not that one objects specifically 
to these tax cuts for corporations or to 
the specific ones for individuals, but that 
the tax cuts recommended in this bill are 
not designed to stimulate the economy. 
The purpose is to provide tax benefits 
for certain, specific corporate groups. 

We are now confronted with declining 
production and employment, with loss in 
income and a dropping-off of consump
tion. This has all been treated by the 
administration as being a simple inven
tory readjustment problem. But what 
does inventory readjustment specifically 
mean? It means that warehouses, 
wholesale distributors, and retailers have 
more stock on hand than the American 
consumers are able to buy. 

The approach of the administration 
to this problem is to grant tax relief to 
corporations and wealthy stockholders 
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on the theory that this will stimUlate 
investment in new plant and equipment, 
which, in turn, will create jobs. ·we are 
not at the moment however., at a loss for 
new plant and equipment. We are not 
at a loss for productive capacity. We 
are now producing more than we can 
consume. New industrial capacity is not 
needed. _ This is not the correct answer. 

To stimulate the economy requires not 
tax concessions to -the corporations and 
to wealthy stockholders, but requires on 
the other hand, tax concessions to the 
great mass of American taxpayers who 
do the bulk of consuming in America. 
Purchasing demand must be increased 
and this can be done by increasing the 
purchasing resources. This can best be 
done by increasing the individual per
sonal income-tax exemptions and in
creasing the exemption allowance for 
dependents. To increase the exemptions 
by $100 per depenjent would put $2.3 bil
lion worth of money in the pockets of 
the American people; to increase exemp
tions by $200 would put $4Vz billion 
worth of money Into circulation. To in
crea£e them by $400, as I have proposed, 
would release for immediate spending $8 
billion. Nothing could stimulate the 
economy . more than the adoption of a 
tax proposal that would give the great 
mass of American consumers this kind 
of relief. This kind of relief is in direct 
contrast to the type provided for in this 
bill. 

In every community all over America, 
millions ·are calling for tax relief during 
this session of Congress. Never before 
in my whole career of public service have 
I known an appeal so honest, so genuine, 
so completely unorganized, and coming 
from so many everywhere. This in
crease in the exemption ·for a taxpayer 
and an increase in the allowance for de
pendents would permit millions of Amer
icans to better clothe, feed, house, edu
cate their children, and provide a higher 
standard of family life. It would in
crease purchasing power in the hands of 
so many who need it almost desperately. 
It would stimulate new business and in
crease employment now when it is need
ed. It would provide the basis for the 
building of a stronger, greater, finer 
America of tomorrow. Knowing its eco
nomic soundness, I have vigorously urged 
the incorporation of my proposal in this 
tax bill now before the Congress. 

Throughout these strenuous years of 
crisis, the taxpayers of America have 
carried the financial load necessary to 
hold together the ramparts of freedom. 
Billions from our labor have constituted 
the bulwark preventing the Communist 
enslavement of the whole world. In all 
recorded history there cannot be found 
a nation's people so generous, so un
selfish, so great. It is well to remember, 
however, that when the fruits of man.,s 
labor are largely consumed by Govern
ment, freedom shrinks away to death. 
Economic bombs can smash the free way 
of life just as quickly at atomic bombs. 
In both forces the result is violence and 
suffering. 

Arguments have been recently made 
by Government officials and widely pub
licized and televised that tax relief fer 
millions of Americans provided by this 
recommended increase in the exeinp .. 

tions ior dependent children, dependent :be transferred to a · future time. I be
parents, dependent relatives, and oth,er . lieve this can be done without breaking 
dependent persons, seriously affecting our prin-ciple of pay as you go. 

-the standard of American family life, I believe in the right and justice of my 
cannot be afforded by the Government of proposal to provide tax relief for count
the United States. It is argued this re- less Americans all over this vast country. 

· lief is more than the budget can stand; I believe it is only just to ~trive to im
that it is not a good way to put pur- prove their standard of living and to in
chasing power into the hands of con- crease the quality and the strength of 
sumers; and that such an increase in our children and the future of our great 

. the exemption allowance would exempt country. I firmly believe that any tax 
· a large number of Americans from pay- program not only I!lust be focused upon 
ing any income tax at all, which, it is the needs of the Nation, but it also must 
proclaimed, would be a mistake. Based be focused upon the burden of the peo
upon sound economic and social .think- pie. In view of the fact this legislation 
ing, these arguments are wrong, mislead- fails, utterly fails, to provide any tax re
ing to the public in general, and unjust lief with the exception of a few crumbs 
to the American people as a whole. tossed out for political rt;asons, I am 
They cannot be supported by economic forced to oppose the enactment of this 

- fact. tax legislation as it is now proposed. 
If the budget cannot be balanced, at- In closing, I should like to repeat two 

tention should be focused on the core of statements of mine which I hope so very 
the problem, namely, the billions of tax much every Member of this House will 
income wasted and squandered loosely seriously keep in mind. It is well to re
in areas all over the world. The at- member that when the fruits of men's 
tack should not be and must not be labor are largely consumed by govern
concentrated on American family life, ment, freedom shrinks away to death. 
causing substandard living to the extent Economic b~mbs can smash the free way 
of malnutrition for millions of American of life just as quickly as atomic bombs. 
children and their fathers and mothers, I know that all of you will agree with 
threatening the quality and strength of me that in all recorded history there 
our Nation's future. There is more, cannot be found a nation's people so 
much more, involved in ·personal con- generous, so unselfish, so great, so de
tribution to this great Nation of ours serving of the tax relief that they so gen
than just merely the contribution in tax uinely expect at this time. This genera
income. All of the trees in the forest tion of Americans has earned its place 
and the soil from which they are nour- in history. As long as freedom exists, 
ished must be considered in a relational · free people everyWhere will salute the 
way, rather than just single trees here Americans of ·this period for having 
and there in the forest, in an economic saved freedom and liberty in the world 
argument. involving the welfare of the that it might someday prevail all over 
whole Nation. If industry can spread the world as does the sunlight from the 
financial burden to avoid too heavy con- blue heavens above. Deeply grateful, I 
centration at a particular time, it seems give to the membership my thanks 
to me government has the same privi- and appreciation for their fine attention. 
lege and there need be no smokescreen Mr. REED of New York. Mr. Chair-
of budget complexities. man, I move that the Committee do now 

It is not to be denied that sound eco- rise. 
nomic thinking compel us to the conclu- The motion was agreed to. 
sion that a nation must pay its way from Accordingly the Committee rose; and 
year to year as its destiny unfolds. the Speaker having resumed the chair, 
Surely, however, there is an exception to Mr. WILSON of Indiana, Chairman of the 
this obvious principle. This generation -Committee of the Whole House on the 
of Americans have experienced the . state of the Union, reported that that 
straining crises of two world wars, a committee, having had under consider
world-wide depression, a war in Korea, ation the bill <H. R. 8300) to revise. the 
and a constantly continuing fight against internal revenue laws of the United 
the spread of international communism. States, had come to no resolution 
This is a tremendous amount of burden thereon. · 
to concentrate in the lifetime of one 
generation. I believe it is an exception 
worthy to consider to the principle of 
"pay as you go" to recognize the fact 
this generation of Americans have had 
more than their share. In view of this 
fact, I believe some of the burden of the 
cost of these strenuous years must be 
transferred on to a future time. 

Please do not misunderstand my pur
pose. Well do I realize that each gen
eration of Americans must of necessity 
pay the1r full share of national respon
sibility. Obviously, if this were not the 
case, the public debt would grow and 
grow until such time as the Nation would 
finally reach economic collapse. Of 
course, I am opposed to any such na
tional financial maneuvering. In the 
case, however, of this generation and 
the burden it has been forced to bear, it 
seems only just that some of this burden 

LOWERING THE RETIREMENT AGE 
IN SOCIAL SECURITY TO AGE 60 
FOR MEN AND AGE 55 FOR WOMEN 
The SPEAKER. Under previous order 

of the House~ the gentleman from New 
York [Mr. Fmol is recognized for 10 
minutes. 

Mr. FINO. Mr. Speaker, I rise today 
to again speak on behalf of my bill, H. 
R. 1922, which would lower the retire
ment age in the social security system to 
60 years for men and 55 years for wo
men. I have studied flhe President's pro
posals for improving and humanizing our 
social security system in some detail. I 
-am convinced that the general objectives 
of broader coverage and more adequate 
benefits ar.e necessary. But I also be
lieve that the President's proposal does 
not go far enough in several respects. 
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One of them-and to my mind it is one 
of the most important-is the fact that 
it makes no change whatsoever in the 
direction of lowering the eligibility age 
for benefits. 

The fact is that we are still using the 
old-fashioned retirement age of 65 years, 
which was chosen arbitrarily away back 
in 1935. In effect, the President's bill de
scribes a new 1954 model of social secu
rity which is admirable in most respects, 
but it still uses the- old 1935 model start
er. While we are improving it, let us 
go all the way and humanize our social 
security system in this vital respect. 

I am happy to know that many of my 
colleagues in the House recognize this 
problem. Most of them would lower the 
eligibility age for all workers to age 60. 
This is a step in the right direction. But 
I am also convinced that we should rec
ognize the special needs and the special 
problems of wives and widows by lower
ing the eligibility age for women below 
the age 60 mark to age 55. There are a 
number of reasons why my study of the 
situation has convinced me that this is 
the most equitable way to revise the out
moded eligibility age used in our present 
system. 

First of all, this age differential for 
men and women is a recognition of fam
ily needs. Let us look at how the present 
system works. Until a _ retired worker's 
wife reaches age 65, no wife's benefits 
are now payable. Figures show that 
more than half of such workers have a 
wife who is 5 or less years younger. In 
most families, the single retirement 
benefit to which the husband would be 
entitled until his wife reaches age 65 is 
not enough, even with other family re-

' sources, to-maintain the family. That 
is one reason a wife's benefit was added 
in 1939-as a recognition of family, as 
opposed to individual, needs. Yet under 
our present law we overlook the fact 
that most wives are several years 
younger than their husba-nds. By reduc
ing the age requirement for a wife's 
benefit to a fig:1re 5 years less than her 
husband's eligibility age, about three
fourths of the married couples will be 
eligible for the full family benefit under 
my bill when or if the husband is ready 
to retire at age 60. 

Judging from the number of bills 
which have already been introduced on 
this subject, it seems clear to me that 
many Members of this House are already 
agreed on the wisdom of lowering the 
eligibility age for social security bene
fits. A~ this time, therefore, I merely 

. wish to point out that by lowering it to 
age 60, my bill would bring our social 
security system into line with the 
standards of other modern retirement 
plans. Let me cite just a few examples. 
Such widely representative plans as 
those of the United Mine Workers and 
the American Telephone & Telegraph 
Co. use age 60 as the eligibility age. The 
plan of the General Motors Corp., for 
hourly rate employees, and that of the 
E. I. du Pont de Nemours Co., both set 
optional retirement at age 60, and the 
plan of the Eastman Kodak Co., lower.s 
the optional retirement age to 55 years 
for all employees. In my own State of 
New York, as in several other States, the 
retirement age for State employees is 
age 60. 

But, someone may ask, why not settle 
for lowering the retirement age to 60 
years across the board, keeping it the 
same for both men and women? Here, 
again, I am convinced that the facts of 
our time, as well as the best interests of 
the people of our country, call for special 
consideration for our wives, our sisters, 
and our mothers. I have already sug
gested the advantages which would ac
crue to a retired couple through this age 
differential. But there is another-and 
more urgent-reason why lowering the 
retirement age for women to age 55 is, 
to my mind, one of the most urgent 
needs of our time. I refer to those wives 
and widows who, after they have raised 
their families, suddenly find that they 
must fend for themselves. 

Dr. John W. McConnell, in the last 
report of the New York State Joint 
Legislative Committee on Problems of 
the Aging, called attention to the tragic 
plight of these women. In his words: 

Nearly four million elderly women, previ
ously married, and for the most part sup
ported by their husbands, now are forced to 
find an independent source of income and 
to adjust not only the problems of old age 
and inadequate income, but to the problem 
of widowhood as well. 

\Ve know that the opportunities for 
women widowed at age 55 or over to find 
jobs are extremely limited. Usually, 
even if they are able to find work, they 
receive only marginal wages because 
their time and their skills have gone 
into the vital business of raising a fam
ily. Census figures show that most 
women employed in the age group 55 to 
64 are working in retail trade and per
sonal services. These industry groups 
are among the lowest paid, with median 
incomes in 1951 of $1,500 and $700 re
spectively. Census figures also show, I 
might add, that among women between 
the ages of 55 to 64 receiving income, 
well over half-or 55.4 percent are en
tirely dependent upon their earnings. 

I am convinced that my bill is in line 
with the economic realities of our times. 
But even more important, perhaps, is the 
means it would offer of making it pos
sible for our social-security system to 
help relieve tragedy in thousands of 
American homes throughout the country 
by moving in at age 55 for women and 
at age 60 for men with the protection 
its benefits provides at the time of the 
death of the husband, or when crippling 
disease strikes. Bear in mind that, 
under our present system, we say to 
women who are widowed or unable to 
work at age 55 that they must wait 10 

years before they can receive the benefit 
they so desperately need immediately. 

In his message to Congress on January 
7, President Eisenhower named as a 
major goal for this session a humanized 
and extended social-security system. I 
submit that my bill, H. R. 1922, is one of 
the best methods of helping to human
ize sochl security, and I urge each Mem
ber of this Congress to give this proposal 
earnest consideration. 

SPECIAL ORDER GRANTED 
Mrs. ROGERS of Massachusetts asked 

and was given permission to address the 
House for 5 minutes today, following the 
legislative program and any other special 
orders heretofore entered. 

LOOKING BEHIND THE SLOGANS ON 
NATIONAL DEFENSE 

The SPEAKER. Under previous or
der of the House, the gentleman from 
Illinois [Mr. PRICE] is recognized for 30 
minutes. 

Mr. PRICE. Mr. Speaker, the ad
ministration has come forward with a 
widely heralded New Look program for 
military-foreign policy. I hope spokes
men for the administration can explain 
the many contradictions in that pro
gram. A careful review of the claims of 
double defense for half as much money, 
and the fine print meat of the proposed 
budget reveals a major contradiction. 

The President's budget message as
serts that the budget for fiscal year 1955 
"points toward the creation, mainte
nance, and full exploitation of modern 
airpower"-budget message, page M38. 
This message also speaks of "added em
phasis on airpower" -page M39-and 
claims a "shift in emphasis to the full 
exploitation of airpower and modern 
weapons." 

Assuming that the administration's 
so-called new concept for national secu
rity is a valid one, we need to look be· 
hind these slogans and see what actual
ly is the situation of American air· 
power. 

One of the most striking facts about 
this new budget is this provision: For 
1955 the administration is asking Con• 
gress for less new money for the Air 
Force than the preceding year, and 
more new money for the Navy than was 
in the 1954 budget. And I do not criti• 
cize the naval airpower buildup. I favor 
it. 

The figures for the past 5 years are as 
follows: 

New obligational authority 
(Millions] 

1950 
actual 

1951 
actual 

1952 
act ual 

1953 
actual 

1954 1955 
esti- recom· 

mated mended 
----------------·1------------------

. Army defense--------------------------------------
Navy defense. ____ .•••.• -------------- __ ----•• _ •••. 
Air Force defense.·-------------------------------

-

$4,392 
4, 359 
5, 428 

$19, 588 
12.484 
15,203 

$21.354 
16, 220 
22,375 

$15, 221 
12,689 
20,451 

$12, 777 
9, 526 

11,417 

$8,236 
9, 882 

11,206 

The Navy, including the Marines, it is 
true, posesses a considerable amount of 
airpower. But the primary mission of 
the Navy is the command of the seas. 
In the event of war, naval-marine air
power is likely to be preoccupied with 
this mission. 

It is true that governmental expendi
tures for 1955 show heavy amounts for 
the Air Force. The estimatec expendi
tures are: Army, $10 billion; Navy, $10.5 
billion; and the Air Force, $16.2 billion. 
Yet it is an undeniable fact that these 
estimated expenditures for fiscal year 
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"1955 are largely the result of policies .of 
the past administration. Some of the 

1'Air Force money to be actually spent this 
year was appropriated as long ago as 4 
years. 

l·· The able former Secretary of the Air 
Force, Thomas K. Finletter, and Ros
well L. Gilpatric, former Air Force Un
der Secretary, recently stated that the 
Eisenhower budget does not put the 
proper top priority on air-atomic strik
ing power. These men, who played a 
large role in the buildup to our present 

' Air Force strength, have pointed out, for 
example, that the amount allowed to 
the Air Force for aircraft procurement in 
the 1955 budget is even less than was 
appropriated under last year's greatly 
reduced Air Force budget. The figures 
are as follows: Aircraft procurement, in
cluding all military aircraft-budget 
message, page M45: 

Millions 
1954 (estimated)------------------- $8, 425 
1955 (reconanaended}--------------- 8,310 

This figure for aircraft procurement is 
of course fundamental to the future 
strength of our retaliatory striking 
power. 

According to Finletter and Gilpatric, 
who have no personal ax to grind, "the 
proposed budget does not provide ade
quate funds for the building of the kind 
of United States airpower which is so 
necessary in this time of increasing Rus
sian air-atomic strength"-see New York 
Times, January 26, 1954, page 26. 

The President's program, which 
claims, in his words, "added emphasis 
on airpower," needs a much closer look 
than has been generally accorded it. We 
need to take a long, hard look at the 
New Look to be certain that it can deliver 
what is promised. 

How can it be asserted, for example, 
that there is added emphasis on air
power in light of the following compari
son between previous plans and the ad
ministration's revised plans? 

Eisenhower Truman 
budget (137 program 

wings by 
1957) 

(143 wings 
by 1955) 

Strategic .Air Command ___ _ 54 57 -3 
.Air Defense Command _____ 34 29 +5 
Tactical .Air Command ___ __ 38 40 +2 Troop carriers _____________ 11 17 -6 

President Eisenhower stated, in his 
state of the Union message: 

Our Arnaed Forces naust regain naaxinauna 
mobility of action. 

In view of the President's budget, it 
must be asked: Do we gain greater mo
bility of action by reducing proposed 
troop carrier wings from 17 to 11, and 
by stretching out the time of achieving 
them by 2 years? 

And while a basic factor in the so
called new concept is, in the words of 
Secretary Dulles "to depend primarily 
upon a great capacity to retaliate, in
stantly., by means and at places of .our 
own choosing," the new budget has re
duced the size of the Strategic Air Com
mand from 57 to 54 wings. The date for 
the attainment of this reduced number 
has been stretched out by 2 years, from 
1955 to 1957. 

This revised program of American air
power is being proposed in the face of 
growing Soviet air-atomic power. Ac
cording to recent reports, Soviet long
range bombing power is rapidly increas
ing, as are their atomic capabilities. 
Although the Soviet air force is largely a 
tactical force, there have been recent in
dications of heavy emphasis on bombers. 

It is well known that the Soviets had 
a head start on the United States in the 
production of jet aircraft, and have 
maintained a superiority in number, if 
not in quality, of these planes. The 
United States Air Force has indicated 
that under present programs, we cannot 
hope to maintain a superiority over the 
Soviet Union in numbers of jet aircraft. 
Currently there are about twelve to four
teen thousand United States aircraft as
signed to combat units, including Air 
Force, Navy, and Marine planes. At the 
same time, the Soviets are said to have 
about 20,000 combat-ready planes. 

These facts must be considered along 
with recent atomic-hydrogen develop
ments. While we have a great superior
ity in atomic weapons over the Soviets 
at this time, it has been predicted that 
we may not be able to maintain this 
superiority beyond 1960. 

With these factors in mind, it seems 
wise to reexamine what is being offered 
currently as a new military concept. It 
would be a major crime to underestimate 
Soviet military capabilities but only a 
minor misdemeanor to overestimate 
them. This Nation's military policy 
must not be based primarily on the as
sumption that X number of billions must 
be cut from the budget in order to fulfill 
political campaign promises. It can only 
be concluded, after examining the facts, 
that when this administration speaks of 
added emphasis on airpower, that this 
is actually a relative term. The fact is 
that the administration has placed less 
emphasis on air forces than did the Tru
man military air program. Compared 
with earlier plans, over 200,000 Air 
Force personnel and 6 air wings have 
been cut from previously approved air
power programs. And 2 years of time 
have been added to the date of achieve
ment of what is now considered neces
sary. 

All of this has been done at a time 
when President Eisenhower, Secretary 
Dulles, and Admiral Radford are fre
quently asserting that the Soviet threat 
to the free world remains constant. And 
it is known that Soviet military power
particularly in the air-atomic-hydrogen 
field-continues to increase. 

Partial explanation for this contradic
tion may lie in the fact that the military 
budget was prepared under the supervi
sion of Secretary of Defense, Charles 
Wilson. Mr. Wilson, judging from his 
statements, seems to think his own 
Chairman of the Joints Chiefs of Staff, 
his own President, and his own Secretary 
of state are completely in error in their 
assessment of the ability of Soviet Russia 
to deliver a nuclear attack against the 
United States .. 

A short time ago Secretary of Defense 
Wilson said at a news conference that 
we should "stop rattling the atomic 
bomb." He said that 90 percent of the 
furor over the bombs take place in the 

United States and attributed the situa
tion to the press and radio. 

Mr. Wilson is right in saying there has 
been too much loose talk about the 
atomic bomb-but he is absolutely wrong 
in blaming it on the press and radio. 
The press and radio do not establish 
American policy on the atomic bomb or 
anything else-they only report the 
statements of administration officials 
responsible for deciding policy. And 
with very few exceptions, the men and 
women of the fourth estate do a splendid 
job of reporting the facts. 

Instead of blaming the press and radio 
for doing their job, Secretary Wilson 
should direct his criticism to those mem
bers of the Republican administration 
who have been making rash statements 
about the atomic bomb first and con
sidering the effect later. 

He might well address his remarks to 
his fellow Cabinet officer, Secretary of 
State Dulles, who has said in a speech 
that the Eisenhower administration's 
new defense policy would depend pri
marily upon a great capacity to retaliate 
instantly by means and at· places of our 
own choosing. Whether he meant it or 
not, Secretary Dulles' words certainly 
could be interpreted to mean that the 
United States intends to answer aggres
sion anywhere in the world with an H
bomb attack. The press and radio did 
not write that speech. 

Or perhaps he could give a reprimand 
to President Eisenhower's civil defense 
chief, Val Peterson, who came out with 
the startling statement which in sub
stance said atomic war was inevitable. 

As a matter of fact, there is evidence 
of "atom-bomb rattling" even within 
the Department of Defense. Air Force 
Secretary Talbott spoke out of turn on 
one occasion when he said that the 
United States was going to store atomic 
bombs in Spain, and on another when 
he said we could bomb almost any city 
in Russia. 

Secretary Wilson has not "rattled the 
atomic bomb" himself, but some of his 
public statements have been just as dan
gerous and ill-advised. The Secretary 
flatly contradicted warnings of the coun
try's leading atomic experts by announc
ing that the Russians would be in no 
position to wage atomic war for at least 
3 years. Mr. Wilson's reassuring state
ments may convince some people he is 
right in cutting our National Defense 
Establishment, but I cannot help think
ing of the fabled ostrich, who prepares 
for danger by hiding his head in the sand 
and ignoring it. 

Freedom of speech and freedom of 
the press, both guaranteed by the first 
amendment, are the very heart of our 
tradition of individual liberty. They are 
inseparable-any infringement of one 
inevitably restricts the other. When a 
responsible Government official criti
cizes the press and radio for making an 
accurate report to the people, he shows 
lack of understanding of their purpose 
in our democratic system. 

We must be charitable, Mr. Speaker. 
We would sympathize with Mr. Wilson. 
Being a good member of the team, he 
could not very well openly criticize his 
fellow team mates. Neither could he ac
cept the full meaning of the warnings 
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the scientists were giving. That would 
give him no basis for justifying the cut
back in air power. 

In view of the confusion within the 
team, is it any wonder that the program 
contains so many contradictions? Is it 
any wonder that on the one hand we 
hear of the policy of massive retaliation 
and on the other hand we have a stretch
out and a curtailment in the program 
for providing the means for such mas
sive retaliation? Is it any wonder we are 
told that it is all a matter of increasing 
emphasis on the Air Force, yet the Air 
Force budget has not even compensated 
for the five-billion-dollar cut made in 
the present fiscal year; and under the 
new budget Congress is being asked for 
less money for the Air Force and more 
money for the Navy? 

TEACHER EXCHANGE PROGRAM 
The SPEAKER. Under previous or

der of the House, the gentlewoman from 
Massachusetts [Mrs. RoGERS] is recog
nized for 5 minutes. 

Mrs. ROGERS of Massachusetts. Mr. 
Speaker, I should like to call attention to 
certain letters, one to the Secretary of 
Health, Education, and Welfare, and the 
other to His Excellency John Joseph 
Hearne, of the Irish Free State. 

The letter to Mrs. Hobby, the Secre
tary of Health, Education, and Welfare, 
is as follows: · 

CONGRESS OF THE UNITED STATES, 
HOUSE OF REPRESENTATIVES, 

Washington, D. C., March 17,1954. 
Hon. OVETA CULP HoBBY, 

Secretary of Health, Education, and 
Welfare, the Department of Health, 
Education, and Welfare, Washing
ton, D. C. 

MY DEAR MADAM SECRETARY: It is a pleas
ure for me to present to you a suggested 
objective relating to the teacher exchange 
program. I am presenting this plan of mine 
to you as an urgent and direct appeal to you 
for I greatly desire to achieve this objective. 
Knowing considerably of your constructive 
genius for getting things accomplished, I be
lieve you will appreciate the importance of 
my plan and will help to get it under way. 

Specifically, my objective is to have the 
teacher exchange program extended to en
compass the Irish Free State. Although 
Northern Ireland has participated in this 
program, the Irish Free State has not, and I 
believe great value is to be received on the 
part of the people in America as well as the 
people in the Irish Free State if this teacher 
exchange program were extended to include 
the Irish Free State. I believe they would 
send to us some of their fine teachers, while 
in turn we would send to them some of our 
excellent teachers in New England. 

Much can be gained from this plan to ex
change teachers from these two fine coun
tries. Actually, there are many people in 
New England who do not know of the fine 
cultural heritage of the Irish people, their 
literature, their music, and their art, while 
at the same time, I am sure there are many 
in the Irish Free State who are unfamiliar 
with the beautiful art, literature, and knowl
edge of New. England, as well as that of 
America as a whole. We all know the 
courage, the humor, the faith of the Irish 
people. We also want to know more of their 
excellent schools, their delightful drama, 
their whimsical folklore, their enchanting 
m usic, their profound philosophical dis
course. In short, we want to know more of 
the great culture of the Irish people which 
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has made them the friends of everyone. 
everywhere. 

Will you, therefore, please advise the Di
vision of International Exchange of ·Teach
ers to initiate a program of exchange be
tween the teachers of the Irish Free State 
and the teachers of the United States. And 
please let my friends, the teachers in Lowell, 
in Massachusetts and throughout New Eng
land, have a direct share in this exchange 
program. 

I a~ happy to know that the programs 
effectmg exchanges with the United King
dom, with Canada, with France, are working 
out so well. Will you please help to estab
lish and help to have the exchange program 
with the Irish Free State work out just as 
well? 

Cordially, 
EDITH NOURSE ROGERS, 

Member of Congress. 

The letter to His Excellency John Jo
seph Hearne, the Ambassador of the 
Irish Free State, is as follows: 

CONGRESS OF THE UNITED STATES, 
HoysE OF REPRESENTATIVES, 

Washmgton, D. C., March 17, 1954. 
His Excellency JoHN JosEPH HEARNE, 

The Embassy of the Irish Free State 
Washington, D. C. , 

MY DEAR MR. AMBASSADOR: It is a matter 
of great concern to my constituents and to 
me tha~ there is no program effecting the 
exchange between teachers of the Irish Free 
State and the United States similar to the 
program effecting the exchange of our Amer
ican teachers with teachers of the United 
Kingdom, Canada, and France. 

This program calls for a direct exchange, 
mutually agreeable to the city or village in 
Ireland and the city or village in the United 
States. You send us a teacher for a second 
grade, or a teacher of mathematics for the 
secondary schools, and we send one of ours 
to take his place. Your schools pay your 
teacher his salary as if he were teaching in 
Ireland, and our schools pay our teacher who 
is over there. 

We have found that many teachers from 
abroad cannot live here on the salary paid 
them at home, and so, ways are devised to 
make up this shortcoming. So too, ways 
would be found to make up the difference 
needed to cover our guests' expenses. 

Could we begin with three exchanges next 
year? ~ am taking steps officially here, to 
help brmg about the exchange of your teach
ers and ours. 

The enclosed letter tells its own story. 
May I come and speak with you further 

on this? · 
Sincerely, 

EDITH NOURSE ROGERS, 
Member of Congress. 

It seems to me that St. Patrick's Day 
is a most fitting day to make not a ges
ture but to make this thing come true. 

BILLS PRESENTED TO THE 
PRESIDENT 

Mr. LECOMPTE, from the Committee 
on House Administration, reported that 
that committee did on March 16, 1954, 
present to the President, for his ap
proval, bills of the House of the following 
titles: 

H. R. 752. An act for the relief of Fran
coise Bresnahan; 

H. R. 2214. An act for the relief of Jaro
slava, Bozena, Yvonka, and Jarka Ondricek; 
and 

H . R. 5976. An act to amend section 1 of 
the Natural Gas Act. 

EXTENSION OF REMARKS 
By unanimous consent, permission to 

extend remarks in the REcoRD or to re
vise and extend remarks was granted to: 

Mr. RAY. 
Mr. RoGERS of Texas in two separate 

instances. 
Mrs. KEE. 
Mr. Donn and include a letter. 
Mr. ARENDS and include an editorial 

from the New York Times. 
Mr. HosMER and to include extraneous 

matter. 
Mr. Junn. 
Mr. D'EWART and include extraneous 

matter. 
Mr. FINO. 
Mr. METCALF and to include extraneous 

matter. 
Mr. FoRAND to insert certain tables as 

part of his remarks during general de
bate. 

Mr. CuRTIS of Missouri (at the request 
of Mr. REED of New York) was given 
permission to insert extraneous matter 
in the remarks he made during general 
debate on H. R. 8300. 

Mrs. HARDEN and to include certain 
correspondence. 

LEAVE OF ABSENCE 
By unanimous consent, leave of ab

sence was granted to Mr. THORNBERRY 
for today and the remainder of the week' 
on account of death in family. ' 

ADJOURNMENT 
Mr. HALLECK. Mr. Speaker, I move 

that the House do now adjourn. 
The motion was agreed to; accordingly 

(at 5 o'clock and 2 minutes p. m.) the 
House adjourned until tomorrow, Thurs
day, March 18, 1954, at 12 o'clock noon. 

EXECUTIVE COMMUNICATIONS, ETC. 
Under clause 2 of rule XXIV, executive 

communications were taken from the 
Speaker's table and referred as follows: 

1?64. A communication from the President 
of the United States, transmitting an amend
ment to the budget for the fiscal year 1955 
for the Department of Agriculture (H. Doc. 
No. 352); to the Committee on Appropria
tions and ordered to be printed. 

1365. A communication from the President 
of the United States transmitting proposed 
supplemental appropriations for the fiscal 
year 1954 and prior fiscal years in the 
amount of $6,140,598.21 for the District of 
Columbia (H. Doc. No. 353); to the Commit
tee on Appropriations and ordered to be 
printed. 

1366. A letter from the Administrator, Fed
eral Civil Defense Administration, transmit
ting the Third Annual Report of the Federal 
Civil Defense Administration, together with 
pertinent recommendations for civil defense 
in our future nat ional security structure, 
pursuant to section 406, Public Law 920, 81st 
Congress; to the Committee on Armed Serv
ices. 

1367. A letter from the Administrator, Fed
eral Civil Defense Administration, transmit
ting the quarterly report of property acqui
sitions for the quarter ending December 31, 
1953, pursuant to subsection 201 (h) of the 
Federal Civil Defense Act of 1950; to the 
Committee on Armed Services. 
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1368. A letter from the Administrator, Re

construction Finance Corporation transmit
ting the semiannual report on tin operations 
for the 6-month period ending December 31. 
1953, pursu-ant to-Public Law 125, BOth Con
gress; to the Committee on Banking and 
Currency. -

1369. A letter from the Assistant Secretary 
of the Interior, transmitting a proposed ex
tension of concession permit No. I-43np-223 
which will, when executed by the regional 
director, region 2, National Park Service ex
tend for 1 year from January 1, 1954, the 
authorization under which Drs. Alfred M. 
Lueck and John A. Pearson operate the hos
pita l and furnish medical and dental care 
in Yellowstone National Park, Wyo.; to the 
Committee on Interior and Insular Affairs. 

1370. A letter from the Assistant Secretary 
of the Interior, transmitting a proposed ex
tension of contract No. I-1p-5678 which will, 
when executed by the Director of the Na
tional Park Service on behalf of the Govern
ment, extend for 1 year from January 1, 1954, 
the authorization under which Catherine 
W. Verkamp, Margaret Mary Verkamp, John 
George Verkamp, Mary Janet Trisler, and 
Catherine Martin, doing business as Ver
kamp's, provide accommodations, facilities, 
and services for the public on the south rim 
of Grand Canyon National Park, Ariz.; to the 
Committee on Interior and Insular Affairs. 

REPORTS OF COMMITTEES ON PUB
LIC BILLS AND RESOLUTIONS 

Under clause 2 of rule XIII, reports of 
committees were delivered to the Clerk 
for printing and reference to the proper 
calendar, as follows: 

Mr. LECOMPTE: Committee on House Ad
ministration. H. Res. 463. Resolution provid
ing for the payment of 6 months' salary and 
$350 funeral expenses to Mrs. Maria! Beck, 
sister of Ursula M. Leipold, late an employee 
of the House of Representatives; without 
amendment (Rept. No. 1356). Ordered to 
be printed. 

Mr. MILLER of Nebraska: Committee on 
Interior and Insular Affairs. H. R. 7110. A 
bill to provide that title to certain school 
lands shall vest in the States under the act 
of January 25, 1927, notwithstanding any 
Federal leases which may be outstanding on 
such lands at the time they are surveyed; 
with amendment (Rept. No. 1357). Referred 
to the Committee of the Whole House on the 
State of the Union. 

Mr. O 'HARA of Minnesota: Committee on 
the District of Columbia. H. R. 8097. A bill 
to authorize the financing of a program of 
public works construction for the District of 
Columbia, and for other purposes; with 
amendment (Rept. No. 1358). Referred to 
the Committee of the Whole House on the 
State of the Union. 

Mr. HOFFMAN of Michigan: Committee on 
Government Operations. H. R. 6421. A bill 
to authorize the exchange, upon terms fully 
protecting the public interest, of the United 
States Public Health quarantine station at 
Marcus Hook, Pa., for a new quarantine 
station; with amendment (Rept. No. 1359). 
Referred to the Committee of the Whole 
House on the State of the Union. 

Mr. JONAS of Illinois: Committee on the 
Judiciary. H. R. 5801. A bill to provide that 
United States commissioners who are re
quired to devote full time to the duties of 
the office may be allowed their necessary 
office expenses; with amendment (Rept. No. 
1360) . Referred to the Committee of the 
Whole House on the State of the Union. 

Mr. HINSHAW: Committee on Interstate 
and Foreign Commerce. H. R . 6896. A bill 
to extend the period for filing claims for 
compensation by World War n prisoners o! 
wa.r to August 1. 1954; with amendment 

(Rept. No. 1361). Referred to the Committee 
of the Whole House on the State of the 
Union. 

PUBLIC BILLS AND RESOLUTIONS 
Under clause 4 of rule XXII, public 

bills and resolutions were introduced and 
severally referred as follows: 

By Mr. DONOHUE: 
H. R. 8430. A bill to amend the Tariff Act 

of 1930 to provide that crude silicon carbide 
imported into the United States shall be 
exempt from duty; to the Committee on 
Ways and Means. 

By Mr. ELLSWORTH: 
H. R. 8431. A bill to provide for the trans

fer of hay and pasture seeds from the Com
modity Credit Corporation to Federal land
administering agencies; to the Committee on 
Banking and Currency. 

By Mr. FINO: 
H. R. 8432. A bill to amend the Internal 

Revenue Code to reduce the excise tax on 
distllled spirits to $6 per gallon, effective 
Apr111, 1954; to the Committee on Ways and 
Means. 

By Mr. JAVITS: 
H . R. 8433. A bill to create a United States 

Academy of Foreign Service; to the Com
mittee on Foreign Affairs. 

By Mr. KNOX: 
H. R. 8434. A bill to amend the Agricultural 

Act of 1949 to provide a limitation on the 
downward adjustment of price supports for 
milk and butterfat and the products of milk 
and butterfat; to the Committee - on Agri
culture. 

By Mr. McDONOUGH: 
H . R. 8435. A bill to provide for the estab

lishment of a national cemetery in or near 
Los Angeles, Calif; to the Committee on In
terior and Insular Affairs. 

By Mrs. ROGERS of Massachusetts (by 
request): 

H. R. 8436. A bill to grant national service 
life insurance and waiver of premiums 
thereon to certain totally disabled veterans 
suffering from service-connected blindness; 
to the Committee on Veterans' Affairs. 

By Mr. SMITH of Mississippi: 
H. R. 8437. A bill to make the provisions of 

the act of August 28, 1937, relating to the 
conservation of water resources in the arid 
and semiarid areas of the United States, 
applicable to the entire United States, and 
to increase and revise the limitation on aid 
available under the provisions Of the said 
act, and for other purposes; to the commit
tee on Agriculture. 

By Mr. MARTIN of Iowa: 
H. R. 8438. A bill to provide for guarantee 

of loans made to farmers for purchasing 
equipment, machinery, supplies, or imple
ments to be used in farming operations; 
to the Committee on Agriculture. 

H. R . 8439. A bill to permit farmers to feed 
corn which is under a farm-storage loan to 
livestock, where the livestock is substituted 
for the corn as security for the loan; to the 
Committee on Agriculture. 

By Mr. WIDNALL: 
H. R. 8440. A blll to encourage and faciU

tate the flow of mortgage credit into remote 
areas and small communities, and without 
regard to the race, creed, or color of appli
cants for such credit, through the voluntary 
cooperation and effort of private lending in
stitutions; to the _Committee on Banking 
and Currency. 

By Mr. BRAY: 
H. R. 8441. A bill to amend the Social Se

curity Act to provide that, for the purpose 
of old-age and survivors insurance benefits, 
retirement age shall be reduced from 65 to 
60; to the Committee on Ways and Means. 

By Mr. COUDERT: 
H. R. 8442. A bill to establlsh a commis

sion !or the celebration o! the 200th a.nni-

versary of the birth of Alexander Hamilton; 
to the Committee on the Judiciary. 

By Mr. ELLIOTT: 
H. R. 8443. A blll to make the provisions 

of the act of August 28, 1937, relating to the 
conservation of water resources in the arid 
and semiarid areas of the United States, ap
plicable to the entire United States, and to 
increase and revise the limitation on aid 
available under the provisions of the said 
act, and for other purposes; to the Commit
tee on Agriculture. 

By Mr. O'HARA of TIUnois: 
H. J. Res. 471. Joint resolution placing in

dividuals who served in the temporary forces 
of the United States Navy during the Span
ish-American War in the same status as those 
individuals who served in the Army for equal 
periods of time during that war and who 
were given furloughs or leaves upon being 
mustered out of the service; to the Com
mittee on Veterans' Affairs. 

By Mr. MARTiN of Iowa: 
H. J. Res. 472. Joint resolution to establish 

a commission for the celebration of the 200th 
anniversay of the birth of Alexander Ham
ilton; to the Committee on the Judiciary. 

By Mr. GROSS: 
H. Res. 476. Resolution creating a select 

committee to conduct an investigation and 
study of the subsidies paid by the Federal 
Government; to the Committee on Rules. 

H. Res. 477. Resolution providing funds for 
the expenses of the investigation and study 
authorized by House Resolution 476; to the 
Committee on House Administration. 

MEMORIALS 
Under clause 4 of rule XXII, memorials 

were presented and referred as follows: 
By Mr. GOODWIN: Memorial of the Massa

chusetts Legislature to Congress to enac~ 
legislation requiring a study rel'At'lve to the 
effect of inshore dragging on ground fish 
populations; to the Committee on Merchant 
Marine and Fisheries. 

By Mr. HESELTON: Pt.esolutions of the 
General Court of the Commonwealth of Mas
sachusetts memorializing the Congress of 
the United States to enact legislation re
quiring a study relative to the effect of in
shore dragging on ground fish populations; 
to the Committee on Merchant Marine and 
Fisheries. 

PRIVATE BILLS AND RESOLUTIONS 

Under clause 1 of rule XXII, private 
bills and resolutions were introduced and 
severally referred as follows: 

By Mr. BAILEY: 
H. R. 8444. A blll for the relief of Kimie 

Tabata; to the Committee on the Judiciary. 
By Mrs. FRANCES P. BOLTON: 

H. R. 8445. A b1ll for the relief of Bruno 
Michael Kiuru; to the Committee on the 
Judiciary. 

By Mr. DAVIS of Wisconsin: 
H. R. 8446. A bUl for the relief of Kimiko 

Horiba; to the Committee on the Judiciary. 
By Mrs. HARDEN: 

H. R. 8447. A blll for the relief of Ramna
rase Panday; to the Committee on the Ju
diciary. 

By Mr. KLEIN: 
H. R. 8448. A blll for the relief of the 

Whitlock Corp.; to the Committee on the 
Judiciary. 

By Mr. LANTAFF: 
H. R. 8449. A blll for the relief of Romeo 

Hepburn; to the Committee on the Judi
ciary. 

H. R. 8450. A blll for the relief of Mrs. Ida 
Gordon; to _the Committee on the Judiciary. 
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By Mr. NATCHER: . 

H . R. 8451. A bill for the relief of the es
tate of Givens Christian; to .the Committee 
on the Judiciary. 

By Mr. PILLION: 
H. R. 8452. A bill for the relief of Mrs. 

Mariannina Monaco; to the Committee on 
the Judiciary. 

By Mr. RODINO: 
H. R. 8453. A bill for the relief of Firmino 

Antonio Martins; to the Committee on the 
Judiciary. 

.By Mr. WIDNALL: 
H. R. 8454. A bill for the relief of Mrs. 

Anna Marie Masche; to the Committee o~ 
the Judiciary. 

PETITIONS, ETC. 

Under clause 1 of rule XXII, petitions 
and papers were laid on the Clerk's desk 
and referred as follows: 

563. By Mr. CURTIS of Massachusetts: 
Petition of the Boston Branch, National 

Postal Transport Association, relative to re
questing the appointment of a subcommittee 
to conduct studies of salaries and duties of 
postal field employees, etc.; to the Commit
tee on Post Office and Civil Service. 

564. By the SPEAKER: Petition of L. C. 
Pixley and others, Clearwater, Fla., request
ing passage of H. R. 2446 and H. R. 2447, pro
posed social-security legislation known as 
the Townsend plan; to the Committee on 
Ways and Means. 

EXTENSIONS OF REMARKS 

H. R. 8195 

EXTENSION OF REMARKS 
OP 

HON. JOHN H. RAY 
OF NEW YORK 

IN THE HOUSE OF REPRESENTATIVES 

Wednesday, March 17, 1954 

Mr. RAY. Mr. Speaker, under leave 
to extend my remarks in the RECORD, I 
include therein the testimony which I 
gave today before the Subcommittee on 
the Coast Guard of the House Merchant 
Marine and Fisheries Committee on 
H. R. 8195: 

Mr. Chairman and members of the com
mittee. H. R. 8195, subject of your hearing 
this morning, was prepared and introduced 
at the instance of several associations of fisli-
1ng boat captains. For our purposes, fishing 
boats may be defined as motorboats less than 
65 feet in length which carry passengers 
for hire. Ownership and operation of such 
boats is a large and growing business activity 
an along the seacoasts and ~ the inland 

During the past few years, there have been 
serious accidents in which many passengers 
lost their lives. The fishing boat captains 
asked me to prepare and introduce legislation 
which would provide additional safety pro
tection for passengers on boats of that kind 
and the legislation now before you is the 
second bill on the subject which I introduced 
this year. 

On January 7 I introduced H. · R. 7066, 
which embodied the ideas of the captains. 

-A few weeks later, it came to their attention 
·that on June 8, 1953, Senator PuRTELL had 
introduced S. 2072 at the instance of i;Le 
Connecticut Legislature and, I believe, legis
latures of some other States. The form of 
that bill was quite different from H. R. 7066 
but the objectives were the same. Accord

_ingly, the various groups interested in the 
two bills sat down to talk out the problem 
in the effort to find common ground. H. R. 
8195 was drafted as an expression of that 
common ground. I understood that its pro
visions were satisfactory to all who had par• 
ticipated in the discussions. 

Fishing boat associations and sportsmen's 
associations from California to Florida, from 
the Atlantic coast and from the Great Lakes 
have written to commend the purposes of 
the legislation. I have sent copies of the 
bill to each of those groups with the request 
that they furnish the committee with their 
comments on the particular bill. 

All who have had a part in the discussions 
which led to the drafting and modification 
of the · bill feel that the bill is important 
in the public interest. When the provisions 
become effective, it is believed that many 

·uves will be saved and the increasing number 
of those who like to fish but who do not own 
their own boats can do that safely. 

Military Aircraft Emergencies at Long January 31: Military F-86; emergency 
landing; out of fuel. 

Beach Airport February 5: Douglas C--124; emergency 

EXTENSION OF REMARKS 
OF 

HON. CRAIG HOSMER 

landing; left inboard engine feathered. 
February 11: Army DC--3; emergency land

ing; one engine dead. 
February 13: Military C--124; emergency 

landing; right outboard engine feathered. 
February 17: Civilian Cessna; emergency 

oF CALIFORNIA landing; landed at night without lights. 
IN THE HOUSE OF REPRESENTATIVES February 19: Military C--124; emergency 

landing; one engine ieathered. 
Wednesday, March 17, 1954 February 22: Military F-51; emerg~ncy 

· landing; no hydraulic pressure. 
Mr. HOSMER. Mr. Speaker, many February 22: Military F-51; emergency 

times I have advised the House of the landing; pilot lost canopy. 
dangers arising from the use of the Long February 24: Military C--124; emergency 
Beach <Calif.) Municipal Airport by landing; one engine dead. Full load land-

the air department for training and fer- in~ebruary 24 : Military c-47; emergency 
rying activities. Not too long ago I listed landing; one engine out. Oil pressure low. 
the actual crashes occurring in the met- March 3: Military F-86; emergency land
ropolitan area surrounding this airport. ing; possible gear failure. 
The same situation persists in other met- March 7: Douglas C--124; emergency Iand-
ropolitan areas of the country where the ing; feathered No.3 propeller. 
·air department persists in maintaining March 13: Military B-26; emergency land-
such activities. 1ng; possible landing gear-failure. 

I am listing below a tabulation of March 13: Military c-47; emergency land-
. . lng; one engine dead. 

e~ergency la~dmgs and takeoffs at t~us March 17: Military T-11; emergency land-
.,., ... ~.'""'t fn-r urhu~h flrP. nP.!l~-rt.m~Utl'JllUP~.~.1~!! :...i'lt_...ri?-\tt~nt_e.n~tq_e...t.rmlh.lfl,.. ~~·~··vv-~v _ 
ment was called out during the year 1953. March 20: Military C--124; emergency land-

The list shows that there were 75 such lng; one engine feathered. 
emergencies involving military aircraft. March 25: Military F-86; emergency Iand-
In contrast there were only 41 such in· ing; possible gear trouble. 

. ' . . . . March 25: Military C--124; emergency land-
s~ances Involving CIVIlian and commer- ing; fire-warning signal on all four engines. 
Cial planes. . March 30: Military T-33; emergency land-

These figures are very revealmg when · tng; gear trouble. 
compared to the total number of take- March 31: Civilian small plane: emergency 
offs and landings by military and civil- landing; engine trouble. 
ian planes. In the year 1953 there were April 2: Military; emergency landing; left 
31,762 military takeoffs and landings, outbo~rd. engine f_eathered. . 
and 76,888 civilian. Well over twice as Apnl 6. Military, emergency landing, en-

. .
1
. .

1
.t gine oil leak. 

many CIVI. Ian _as mi I. ar~. April 9: Civilian DC-3; emergency landing; 
So, It IS highly Sigmficant that al· one engine out. 

though the military uses the airport only April 11: Military T-33; emergency land-
half as much as civilian and commercial 1ng; fuel low, possible gear trouble. 
planes, military aircraft were involved in April15: Civilian PBY; emergency landing; 
twice as many emergency landings and hydraulic failure. 
takeoffs April 19: Military F-51; emergency land-

. . . • 1ng; hydra'tllic trouble. 
The tabulatiOn IS as follows. April 22 : Military C--124; emergency land-

DATE, AmcRAFT, AND CAUSE 1ng; one engine oil leak; propeller feathered. 
January s: Military F-47; emergency April 29: United Airlines DC-3; emergency 

landing; leaking hydraulic fluid. landing; possible gear failure. 
January 4: Military c-47; emergency April 30: Military P-51; emergency land .. 

landing; one engine intermittent. 1ng; possible engine trouble. 
January 9: Military AT-6; emergency May 1: Civilian 2-engine Beach; emergency 

landing; overheated oil. landing; possible gear trouble. 
January 10: Civllian Howard DGA-15; May 2: Military c-a4; hospital patients 

takeoff; ground loop on takeoff, left wheel aboard. 
locked. May 4: Military C--47; emergency landing; 
- January 14: Civilian Piper Cub; takeoff; low hydraulic pressure. 
wind turned plane over on takeoff. May 8: Civilian; emergency landing; one 

January 21: Civilian Cessna; emergency propeller feathered. 
landing; ground loop after landing. Left May 10: Military TB-25; emergency land-
brake locked. 1ng; oil leak, right engine. 

January 27: Military F-47; emergency May 16: Civilla-n; takeoff, aileron blocka 
landing; rough engine. not removed. 
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