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the State of Montana to James A. Cody; to
the Committee on Indian Affairs,

H. R. 4478. A bill to authorize the Secretary
of the Interior to sell certain lands in the
State of Montana to Leroy E. Cody; to the
Committee on Indian Affairs.

By Mr. GALLAGHER:

H.R.4479. A bill for the rellef of William
E. Robertson and Estelle Robertson; to the
Committee on Claims,

SENATE

WEDNESDAY, OcTOBER 24, 1945

(Legislative day of Monday, October
22, 1945)

The Senate met at 11 o'clock a. m,,
on the expiration of the recess.

The Chaplain, Rev. Frederick Brown
Harris, D. D., cffered the following
prayer:

Most mereiful God, who knowest our
necessities before we ask and cur igno-
rance in asking, have compassion, we
beseech Thee, upon our infirmities;
strengthen us in all noble impulses and
daily increase in us the spirit of wisdom
and understanding, the spirit of counsel
and knowledge and true godliness. Dow=
ered with privileges as no other nation,
may our high estate be to us Thy call
to protect the weak and exploited, that
through the potent ministry of our dear
land all peoples of the earth may be
lxgssed. In the dear Redeemer’s name,

en.

THE JOURNAL

On request of Mr. GeorGe, and by
unanimous consent, the reading of the
Journal of the proccedings of the calen-
dar day Tuesday, October 23, 1945, was
dispensed with, and the Journal was
approved.

MESSAGE FROM THE PRESIDENT

A message in writing from the Presi-
dent of the United States submitting
nominations was communicated to the
Senate by Mr. Miller, one of his secre-
taries.

MESSAGE FROM THE HOUSE—ENROLLED
BILLS SIGNED

A message from the House of Repre-
sentatives, by Mr. Maurer, one of its read-
ing clerks, announced that the Speaker
had affixed his signature to the following
enrolled bills, and they were signed by
the President pro ftempore:

5.1383. An act to amend an act relating
to the incorporaiion of Providence Hospital,
Washington, D. G., approved April 8, 1864;

H.R.239. An act for the relief of Dr, Ernest
H. Stark;

H. R. 240. An act for the relief of Dr. James
M. Hooks;

H.R.890. An act to amend section 28 (c)
of the Immigration Act of 1924;

H.R.1104. An act to amend section 23 of
the Immigration Act of February 5, 1917;

H. R. 1465. An act for the relief of the State
of Cealifornia;

H.R.1563. An act for the relief of N. Owen
Oxley and the legal guardian of Lamar Oxlew,
a minor;

H.R. 2172, An act for the relief of J. Clyde
Marquis;

H.R.2668. An act to transfer Ben Hill
County, Ga., from the Waycross division of
the southern judicial district of Georgla to
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the Americus division of the middle judicial
district of Georgia; and §

H.R.3220. An act to establish a boundary
line between the District of Columbia and
the Commonwealth of Virginia, and for other
purposes.

REVENUE ACT OF 1245—REPORT OF COM-
MITTEE ON FINANCE FILED DURING THE
RECESS

Under authority of the order of the
S:znate of the 23d instant,

Mr. GEORGE, from the Committee on
Finance, to which was referred the bill
(H. R. 4309) to reduce taxation, and for
other purposes, reporied it on October 23,
1945, with amendments, and submitted a
report (No. 655) thereon.

EXECUTIVE COMMUNICATIONS, ETC.

The PRESIDENT pro tempore laid be-
fore the Senate the following letters,
which were referred as indicated:

JUNE 1945 REFORT OF RECONSTRUCTION
FInanNcE CORPORATION

A letter from the Chairman of the Board
of Directors of the Reconstruction Finance
Corporaticn, transmitting, pursuant to law,
the report of the Corporation for the month
of June 1945 (with an accompanying re-
port); to the Committee on Banking and
Currency.

LAND ACQUISITIONS FOR PARKS, PARKWAYS, AND
PLAYGROUNDS, NATIONAL CAFITAL

A letter from the Acting Executive Officer of
the National Capital Park and Planning Com-
mission, transmitting, pursuant to law, a list
of land acquisitions for parks, parkways, and
playgrounds, cost of each tract, and method
of acquisition for the flscal year ended June
80, 1945 (with the accompanying list); to
the Committee on the District of Columbia.

PETITIONS

Petitions were laid before the Senate,
or presented and referred as indicated:

Ey the PRESIDENT pro tempore:

A resolution adopted by the Forty-sixth
National Encamptment of the Veterans of
Foreign Wars of the United States, assem-
bled in Chicago, Ill., favoring preservation of
American economy and national self inter-
est; to the Committee on Foreign Relations,

By Mr. CAPFER:

A letter in the nature of a petition from
Local Union No. 1587, United Brotherhood of
Carpenters and Jolners of America, Hutchin-
son, Kans,, praying for thé enactment of leg-
islation to establish a Missourl Valley Au-
thority; to the Committee on Agriculture and
Forestry.

REPORTS OF COMMITTEES

The following reports of committees
were submitted:

By Mr. EREWSTER, from the Committee
on Commerce: .

8.7656. A bill concerning the establish-
ment of meteorological observation stations
in the Arctic region of the Western Hemi-
sphere, for the purpose of improving the
weather forecasting service within the
United States and on the international air-
transport routes from the United States;
with emendments (Rept. No. 656).

By Mr. BILBO, from the Committee on
Commerce:

£.1259. A bill to extend the times for
commencing and completing the construc-
tion of a bridge across the Mississippl River
at Mill Street in Brainerd, Minn.; with an
amendment (Rept. No. 6567);

8.1425. A Dbill to revive and reenact the
act entitled “An act to authorize the county
of Burt, State of Nebraska, to canstruct,
maintain, and operate a toll bridge across
the Missouri River at or near Decatur, Nebr.,,”
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approved June 8, 1940; without amendment
(Rept No. 658); and

H.R.4083. A bill authorizing the improve-
ment of certain harbors in the interest of
commerce and navigation; without amend-
ment (Rept. No. 659).

By Mr. ENOWLAND, from the Committee
on Commerce:

H.R. 3870. A bill to name the dam at the
Upper Narrows site on the Yuba River, in the
State of California, the Harry L. Englebright
Dam; without amendment (Rept. No. 669).

By Mr. McCMAHON, from the Committee on
Claims:

H.R.938, A bill for the rellef of Winfred
Alexander; without amendment (Eept. No.
660);

H.R.1630. A bill for the relief of Lubell
Bros., Inc; without amendment (Rept. No.
6G1); and

H.R. 1857. A bill for the relief of the legal
guardian of Mona Mae Miller, a minor; with-
out amendment (Rept. No. 662).

By Mr. MORSE, from the Committee on
Claims:

H.R.1303. A bill for the rellef of Danlel D.
O’Connell and Almon B. Stewart; without
amendment (Rept. No. 663).

By Mr. WILEY, from the Committee on
Claims:

H.R. 1660. A bill for the relief of J. B.
Grigsby; without amendment (Rept. No.
661); and

H.R. 3453, A bill for the relief of John W.
Farrell; without amendment (Rept. No. 665).

By Mr, ELLENDER, from the Committee on
Claims:

8. 684. A bill for the relief of Ida M. Raney;
with an amendment (Rept. No. 666);

S.815. A bill for the rellel of Ogden and
Dougherty, and for other purposes; with an
amendment (Rept. No. 667); and

5.1138. A bill for the relief of Winter Bros,
Co.; with an amendment (Rept. No. 668),.

BILLS AND JOINT RESOLUTION
INTRODUCED

Bills and a joint resolution were intro-
duced, read the first time, and, by unan-
imous consent, the second time, and re-
ferred as follows:

By Mr. GREEN:

B.1508. A bill to authorize the use by in-
dustry of silver held or owned by the United
States; to the Committee on Banking and
Currency.

By Mr. TYDINGS:

8.1509. A bill relating to investment of
trust funds in the District of Columbia; to
the Committee on the District of Columbia.

(Mr, MURRAY (by request) Iintroduced
Senate bill 1510, which was referred to the
Committee on Education and Labor, and
appears under a separate heading.)

By Mr. MAGNUSON:

8.1511, A bill for the relief of the Cox

Bros.; to the Committee on Claims,
Ey Mr. EASTLAND:

8.1512, A bill to authorize the Secretary of
the Navy to transfer the U. 5. 8. Mississippi
to the Btate of Misslssippl, and for other
purposes; to the Comumittee on Naval Affairs.

By Mr. BUTLER:

8:1513. A bill to make the increase in base
pay of enlisted men of the armed forces,
provided by section 9 of the Pay Readjust-
ment Act of 1942, retroactive to September
1, 1940; to the Committee on Milltary Affairs.

B8.1514. A bill for the relief of the City
National Bank Building Co.; to the Commit-
tee on Claims.

By Mr. TAFT:

8. 1515. A bill for the relief of Mrs. Maude

L. Groner; to the Committee on Finance,
By Mr. MAGNUSON:

8.1516. A bill to amend section 12 of the
Bonneville Project Act, as amended; to the
Committee on Commerce.

¥y Mr. CORDON:

B.1517. A bill for the relief of Lofts &

Bon; to the Committee on Claims,
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S, 1518. A bill relating to the taxation by
State and local taxing units of certain real
property sold by the United States; to the
Committee on Finance.

By Mr. STEWART:

B. J. Res. 111. Joint resolution to authorize
an investigation of means of increasing the
capacity and security of the Panama Canal;
to the Commiitee on Interoceani¢ Canals,

RETURN OF OPERATION OF PUBLIC
EMPLOYMENT = OFFICES TO ‘THE
'STATES

r. MURRAY. Mr. President, at the
request of the Secretary of Labor, I ask
unanimous consent to introduce for ap-
propriate reference a bill providing for
the return of public-employment offices
to State operation.

There being no objection, the bill (S.
1510) to provide for the return of public
employment offices to State operation, to
amend the act of Congress approved
June 6, 1933 (48 Stat. 113), and for other
purposes, was received, read twice by its
title, and referred to the Committee on
Education and Lzbor.

JERUSIALW FOR THE JEWE—STATEMENT
BY DR. CLINTON N. HOWARD

|Mr. CAPPER asked and obtained leave to
have printed. in the Ecorp a statement
entitled' “Jerusalem . for the Jews,” by Dr,
Clinton N. Howard, general superintendent
cf the Iwuternational Reform Federation,
Washington, D. C,, which appears in the
Anpsndix. |

THE ATOMIC BOMEB—BROADCAST BY
TRISTRAM COFFIN

|Mr.. DOWNEY asked and obtained leave
to have printed in the REcomp a broadcast
by Tristram €offin giving an account of a
meeting of the subcommittee of the Com-
mittee on Commerce considering the gues-
tion of the control of atomic energy, which
appears in the Appendix.]

TARY TRAINING—EDITORIAL . COM-.

MENT

|Mr, MAYBANK asked and obtained leave
to have printed in the REcorp editorials
from the New York Times, the New York
Herald Tribune, and the Washington Post
of October 24, 1945, dealing with the Presi-
dent's program for military training, which
appear in the Appendix.]

THE NEGRO DISILLUSIONED—ARTICLE BY
DEMPS ALEXANDER ODEN )
|Mr. BILEO asked and obtained leave to
have inserted in the REcorp an article en-
titled “The Negro Disillusioned,” by Dzmps
Alexander Oden, which appears in the Ap-
pendix.]

PREVENTION OF WAR—STATEMENT BY

TOM BURNS
[Mr. CORDON asked and obtained leave to
have printed in the RECorp a statement en-
titled “To Prevent War,” by Tom Burns,
which appears in the Appendix.]

LEAVE OF ABSENCE

My, DONNELL. Mr. President, I ask
unanimous consent that I may be ex-
cused from attendance on the Senate
during the luncheon hour because of
a speaking engagement elsewhere in
Washington,

The PRESIDENT pro tempore. With-
out objection, the request is granted.
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CONTROVERSY BETWEEN GENERAL MO-
TORS AND THE UNITED AUTOMOBILE
WOREERS

Mr. GEORGE obtained the floor,

Mr. MURRAY. Mr, President, will the
Senator from Georgia yield?

Mr. GEORGE. I yield to the Sznator
from Montana.

Mr. MURRAY. Iwish to make a state=
ment in connection with the strike situ-
ation.

Mr. GEORGE. Isit a brief statement?

‘Mr, MURRAY. If is.

Mr. GEORGE. I yield to the Senator
from Montana for a brief statement.

Mr. MURRAY. Mr. President, I am in
receint of a telegram from Walter
Reuther, vice president and director of
the General Motors department, United
Automobile Workers, CI10, briefly setting
forth labor’s side of the controversy be-
tween General Motors and the United
Automobile Workers. This telegram
carries its own important message to the
Members of the Senate, and I ask per-
mission to have it inserted in the REcorbD.

The PRESIDING OFFICER. Is there
objection?

There being no objection, the telegram

.was ordered to be printed in the RECorp,
.as follows:

I appeal to you, as chairman of the Senate
Education and Labor Committee, to bring
immediately to the attention of the Senate
the fact that President Charles E. Wilson, of
General Motors, the largest corporation in
the country, has formally given notice of a
sit-down strike against the announced Gov-
ernment pelicy of ralsing wage rates to main-
tain take-home pay wherever such increases
do not require price increases.

Iir. Wilson has dslivered an “either or”
ultimatum to the Government, the people of
the United States, and the 350,000 General
Motors workers, as proved by verbatim ex-
cerpts from the cfficial General Motors tran-
script of his October 19 press conference here:
in Detroit following a flying-trip to. Washing-
ton for a conference with President Truman,

Either, says Mr. Wilson, the Government
will have to raise prices, labor will have
to take the present 23-percent cut in take-
home pay, or the Congress must amend the
Wages and Hours Act to increase the normal
workweek to 45 hours. If Congress will jump
through the hoop at General Motors com-
mand, then, says Mr. Wilson, General Motors
will increase hourly wage rates 5 to 8 percent
and pay overtime above 45 hours, If none of
these ultimatums is accepted, Mr. Wilson
gald General Motors will push out sample
cars to dealers throughout the country and
then go on a sit-down strike, relying on pub-
lic opinion to force Congress to take the
backward step of increasing the workweek
to 45 hours at a time when 8,000,000 unem=-
ployed within the year are anticipated.
General Motors wants a strike; that is plain.
It is baiting labor; it is baiting the Govern-
ment; it is planning to use its vast economic
power end propaganda machine to coerce
Congress. Before citing, with page numbers,
the verbatim transcript of Mr. Wilson's Octo-
ber 19 disclosure of the General Motors plan
to go on strilte to enforce its own ideas of
the shape of our postwar economy, may I re-
mind you that this Mr. Wilson is the man and
General Motors is the corporation that in 1941
went on a sit-down strike against conversion
{from peace to war production until it was able
to write virtually its own terms. At that time
Mr. Wilson told the National Defense Media-
tion Board: “A strike might be a bad thing
for General Motors but a good thing for the

~ Nation.”
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Here are Mr. Wilson's own words excerpted
from the General Motors report of his press
conference:

“Question. Mr. Wilson, in the event that
‘labor does get its increase—15 percent, 20
percent, 25 percent, or 30 percent—and there
is not a satisfactory inciease in price, will
General Motors close down or what will it do?

“Mr. Witson. Well, of course it would
gradually run cut of soap and close down, or
it could do it ahead of time. We actually
have had suppliers now that said: ‘No; we
won't take the business,” The Government is

‘having the textile manufacturers mow who

are being asked to make the cheaper grades

.of textiles a% a very low price say: ‘No; we will

shut down.'

“Question. But you said you did not see
much chance of getting the wage-price solu-
tion—the thing that we are up against now.

“Mr. Winson. We have already made the
decision, The answer is ‘No."

“@Question. Mr. Wilson, will you qualify the
statement that you made a little earlier to
thz effect that you did not think this wage-

. price problem will be solved in time?

“Mr. Wirson. To avoid serious strikes, I
do not., I am afraid It cannot be,

“Question. Mr. Snyder has referred to 23
percent increase in the cost of living of the
workers. Now if your production-standards
efficiency were maintained as before the war
and your volume were as good-as you expect

-1t to be after the war, all things being equal,

could you grant the workers a 23 percent
wage inerease and stay in business?

“Mr. WiLson. You mean at the
prices?

“'Question. Yes.

“Mr, WiLson. No; we could not.

“Question. I have a simple question, Mr.
Wilson. All these divisions have reported
their divisions in production, and these cars
are gccumulating. You have no price for-
mula to sell them. I assume you are not

same

.gong to keep them, You are going to send

them cut to the dealers, How are you going
to sell them without a price program, with-

" out a price being set?

“Mr. WiLson. We usually get enough cars
in the hands of dealers so that everybody was.
ready to do business before we said that is

- the price. We are hoping that by the time
- we get the cars in that shape we will have.

this problem solved. It is etther going to be
solved or our plants are all going to be shut
down completely and we don't have any cars
accumulating. So one o! the two is going
to happen.

“Question. Has General Motors given your
final answer on this wage increase, and what
is your real position on it?

“Mr. WiLson. Our real position on it and
the answer has been given; i{s that there is
no increase that we can or will give at this
time under the present wage-price formulas
of the country as we understand them. If
they are changed, we will talk about another
set of conditions. If they are not changed, I
suppose we will have a strike unless the men
get sensible about it.”

Although General Motors refuses to nego-
tlate, to discuss our demands, to try to dis-
prove our contentions and our economic
brief, and arrogantly declares that negotia-
tions are none of the puklic's business unless
and until they have been broken off and
result in a strike, the UAW (CIO) will con-
tinue to present the prcof of its demands to
the corporation and simultaneously to the
press, radio, and the American people. We
have made a fair offer to the corporation and
to the public. If our contentions can be dis-
proved, we will compromise. Unless and
until they are, we will not concede one red
cent.

‘WaLTER P. REUTHER,
Vice President and Director,

GM Department, UAW (CI10).
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Mr. MURRAY. Mr, President, the
telegram from Mr. Reuther deals with
such a vitally significant situation that
I am prompied to make certain addi-
tional remarks at this time.

The struggle between labor and man-
agement in the General Motors industry
involves directly the welfare of 350,000
workers and in numerous ways touches
the lives of many thousands; yes, even
millicns of our citizans. The President
of the United States has held confer-
ences with the leading figures in this con-
troversy. The Congress has had man-
ggement’s position presented to it in a
document entitled “Danger on the Pro-
duction Front.” The daily press of the
Nation has headlined this sharply
drawn issue as the No. 1 labor-manage-
ment controvarsy of the Naticn. How
thoroughly it is understood and what is
done in settling it will establish a pattern
which may well become the way of deal-
ing with other labor-management prob-
lems now harassing our national life.

We have come through a long and
hard-fought war in which management
end labor have done their utmost to pro-
vide the sinews of strength which enabled
cur armed forces to press on to victory.
INow, as we reconvert our vast wartime
machinery to the pursuits of peace, what
happens in the largest corporation in the
Haotion and in one of its greatest indus-
tries will influence all of us.

Labor has proposed to General Motors
Corp. that an increase in pay to em-
ployed workers bz made which will offset
the 23-percent cut in take-home pay
which has resulted since VJ-day. Lshor
has pointed cut that the finanecial strue-
ture and earnings of the General Motors
Ceorp. make such a wage adjustment pos-
sible without increasing the cost of auto-
mohiles to the buying public.

Mr. Charles E. Wilson, president of the

sneral Motors Corp., has declared, fol-
lowing a conference with President Tru-
man, that either the Government will
have to raise prices, labor will have to
take the present 23-percent cut in take-
home pay, or the Congress must amend
the Wages and Hours Act to increase the
normal workweek to 45 hours. Were
the Congress fo legislate this longer work-
week, the result would be, Mr. President,
a substantial incresse in the number of
jobless workers throughout the Nation.
In view of this disastrous prospect, the
move suggested by the president of Gen-
eral Motors is unthinkable, There re-
mains, then, a demand for increased
prices of product or continuing the reduc-
tion in the size of pay envelopes which
has already lowered the standard of liv-
ing of automobile worksrs by one-fourth.
Neither alternative offers any prospect of
continuing high levels of production and
employment.

In contrast with these, there is the
proposal of the automobile workers
themselves. It is in keeping with the
position of the present administration
to maintain the take-home pay of work-
ers and at the same time to prevent
sharp increases in the cost of goods to
the consuming public. The Uniied Au-
tomobile Workers have deeclared that
such a proposal as contained in their
brief to the General Motors Cdrp. is
completely possible,
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In summarizing their telegram to me,
they say “We have made a fair offer to
the corporation and to the public. If
our contentions can be disproved, we
will compromise. Unless and until they
are, we will not concede one red cent.”

Mr. President and Members of the
Senate, the problems of which I have
spoken, freighted so heavily with great
concern to all American citizens, are to
be solved in most particulars by the ac-
tions of the administrative branch of
this Government. The issue is properly
before the President and Secretary of
Labor for solution. I know they have
already taken necessary first steps to
find an adequate solution. I am confi-
dent that they will do all that is neces-
sary and in their power to prevent the
catastrophe of a meajor sirike affecting
so many millions of cur people.

Mr. President, it is vitally important
that both sides to this controversy make
clear to the American people without
equivocation or deception the facts upon
which they stand. They owe an obliga-
tion to the American people to prevent
the dangerous consequences of a strike
which will demoralize the country. Both
sides must take the public into their full
confidence and give a straightlorward,
honest statement of the facts so that the
American people may know whether this
demanded increase in wageés may be
made without an inerease in prices.

On the part of labor, a clear-cut state-
ment of the facts has been presented in
a brief which I ask to be inserted in the
REcorp at the conclusion of my remarks.
Labor has stated it is willing to recede
from its demand or adjust its proposal in
view of any new facts developed.

There being no objection, the state-
ment was ordered to be printed in the
REecorp, as follows:

OcToBER 1945,
PurcHASING POWER FOR PROSPERITY—IN THE

MatTER OF INTERNATIONAL Union, UNITED

AUTOMOBILE, AIRCRAFT, AND AGRICULTURAL

IMPLEMENT WORKERS ©OF AmEeRICA (CIO)

AND GENERAL MoToRs CorP,—THE CASE FOR

MamnTaNING Tare-HoME Pay WITHOUT

INCREASING PRICES

ECONOMIC BRIEF—PART I
(Presented by Walter P. Reuther, vice presi-
dent, director, General Motors Department,

TUAW-CIO)

Letter of transmitial
CHArLES E, WILsON,
Pregident, General Motors Corp.,
Detroit, Mich.

Dear MR, Winison: This brief is presented
to General Motors Corp. in support of
the demand of the International Union,
United Automohbile, Alreraft, and Agricultural
Implement Workers of America (CIO) for
& 30-percent increase in basic wage rates in
order to maintain take-home pay without
any increase in the prices of General Motors
products, and for other amendments of the
agreement between this union and the cor-
poration.

The demands of the union covered by the
attached part I of our brief are based upon
these considerations:

The GM workers’ annual earnings will fall
disastrously if present wage rates are con-
tinued in effect. A 30-percent increase in
rates is imperative to mainfain take-home
pay and to prevent disastrous retreat, all
along the line, from the national objective
of maintaining the peacetime economy.

This is the first step toward a standard of
living that is 50 percent higher than we have
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ever known—the standard of living of full
production and full employment proclaimed
by the National Government and pledged by
both Presidential candidates in 1944,

While GM wage rates must be raised, GII
prices must not be increased. For General
Motors workers to demand wages so high as
to require higher prices of automobiles would
be against the public interest and would pro-
vide only a temporary gain to the workers.
In the long run, higher prices limit sales and
jobs.

Manufacturers of automobiles and other
durable gocds have a major responsibility in
building purchasing power for the products
of the entire economy. Their products will
be in great demand. They will produce at
capacity.

Unless these industries begin now to lead
the way toward a far larger spending power
in the hands of the people than we have
ever known, their brief boom will collapse

. and they will carry the Nation back to a

depression with 19,000,000 unemployed.
Part II will present proof that the corpo-
ration can meet the need described in part
I, that the corporation can meet the union’s
demands and still have higher profits than
ever before in its rich history of war and
peace preduction.
WALTER P, REUTHER,
Vice President, Director, General
Motors Department, International
Union, United Aulomobile, Air-
craft, and Agricultural Implement
Workers of America (CIO).
DeTrOIT, October 19, 1945,

A. Maintenance of GM workers’ wartime
level of real wages—equivalent to 30 percent
increase in present wage rates without price
increase—is an indispensable ‘“must” in
order to prevent disastrous retreat from the
national objectives of adequate purchasing
power in the peacetime economy. -

1. A 30-percent rise in present wage rates
is necessary to approximate prereconversion
take-home pay.

As a result of reconversion and the restora-
tion of the 40-hour week, in place of the
wartime scheduled week of 48 hours with
overtime for the last 8 hours, GM workers
who remain in jobs at the same straight-
time hourly pay have sustained weekly pay
cuts -of 23!43 percent. To undo these pay
cuts and restore their take-bome, thelr rates
must be raised by 30 percent.

Large numbers of workers reemployed on
peacetime work are being downgraded, with
& resulting reduction in their hourly rates
of pay. For workers who have taken a loss
of B hours in overtime and a loss in basic
wage rate through downgrading, the 30 per-
cent increase over present rates will not com-
pletely restore the drop in their take-home
pay.

Even giving consideration to the fact that
the average realized workweek in 1943 and
1944 was less than 48 hours, a 30-percent
rise in wages over present average pay sched-
ules (which reflect much downgrading) will
not quite bring the weekly take-home of the
employed worker to the level of the war
years.

2. Maintenance of take-home pay is abso-
lutely essential if we are to undertake the
national task of achieving a standard of
living 50 percent above prewar levels.

a. In its 1940 annual report, GM stated
(p. 28):

“The corporation recognizes the impor-
tance of improving the economic position of
its workers from the standpoint of both
their progress and stability, hence advanc-
ing their status in a fundamental way.
Buch a policy is not only socially. desirable
but economiecally necessary because of the
vital importance of the purchasing power of
the factory worker.”

Thus GM has approved the principle of
maintaining purchasing power in line with
productive capacity.
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b. In their report to the President on Feb-
ruary 12, 1945, the public members of the
NWLB sald:

“As to the maintenance of purchasing
power in the period of reconversion, the
rate increases proposed for that purpose are
really put forward as a first step toward the
higher level of national economy and of real
wages that we are looking forward to in the
postwar period. As we go forward to a
time of full conversion to peacetime economy
after the war, the goal is a level of preduction,
distribution and consumption high enough
to abserb into peacetime production all the
enormous capacity for production we have
demonstrated in war. This means a level of
civilian demand and purchasing power high
enough to substantially replace all the present
wartime demands of the Government. Any
such level of civillan consumption means a
VEry great increase in our standards of liv-
ing. As we move out of the wastage of total
war back to peacetime and the promise of
the future, we will no longer be thinking
or speaking about maintaining prewar wage
standards. The cost of living adjustment of
the Little Steel formula will have to give way
to wage and price adjustments which defi-
nitely raise the general level of real wages"
(page 27)

c. OWMR Director (now Secretary of
Treasury) Vinson has authoritatively deter-
mined what this means in the present situa-
tion. g

“The American people,” he stated (Third

OWMR Report, p. 57), “are in the pleasant .

predicement. cf having to learn to live 50
percent bestter than they have ever. lived
Lzfcre. Only the defeatist can scoff at this

inescapable fact that we must build our

economy on that basis.” e
ESecretary Vinson went on to say in this
same réport, “American business is coming

to realize that a high wage policy is in. the.

long-run interest of everyone hecause it helps
create the markets necessary to move goods

from farm and factory—to store shelves—to

the homes of America. And these high wages

are necessary to achievement of the high .

standard of living which we can and must
attain. Labor will continue to bargain for

higher wages and management is recognizing

the right of collective bargaining as a proper
part of an economic democracy.”

This means a §0-percent increase In the
real standard of living over 1940—as applied
to 1939 it means an increase of approxi-
mately 75 percent. In the light of Govern-
ment-stated objectives for the economy, our
UAW-CIO demand for maintenance of the
wartime level of take-home pay—without
deterioration through price increases—not
only is not exorbitant, but is elementary com-
mon sense. UAW-CIO dces not ask for im-
mediate attainment of the full Vinson ob-
Jective. It asks that we do not slide back
from levels already achieved.

3. Acceptance of present reduced wage
levels would mean disastrous economic re-
treat.

The pay roll of General Motors in 1944
(hourly workers alone) amounted to nearly
a billion dollars (§995,000,000)., For 19486,
even with the corporation’s optimistlc esti-
mates on employment (285,000 hourly-rate
workers) and assuming that the realized
working week will ke 40 hours, the pay roll
would fall to $660,000,000. At a time when
we are depending on the automobile industry
and other durable-goods industries to take
the place of Government war spending and
to provide employment for the returning
veterans, General Motors would be slashing
consumer purchasing power by £335,000,000.

From the point of view of the individual
worker the retreat would spell disaster:

In 1940 the average annual earnings
of GM wWorkers Welfeeeeeecccumne= 81, 804

.To achieve the Vinsen objective of a 50-
percent increase in the standard of living
above prewar, it is necessary—
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To increase 1940 wages by 50 percent. $2, 706
And to adjust-this for the 30-percent

increase in cost of living since 1940. 3,516

The necessary annual earnings are thus
over $3,600. In 1944 the GM workers’ aver=
age earnings were $2,960.

In 1946 the GM workers’ average earn-
ings at present wages rates and at

40 hours of work a week will be re-

It should be noted that the 1946 earnings,
under existing living costs, will buy slightly
less than the 1940 earnings of §1,804.

Thus, after 6 years of war expansion and
war production, during which the economy
has expanded to the extent that a 50-percent
increase in consumption is necessary to keep
it going, the worker is back where he started.

If this policy were applied to all the work-
ers of the country—if all workers had wages
which permitted them to buy only the came
amount of goods and services which they
bought and consumed in 1940—it would
quickly spell disaster for the whole country.
The Department of Commerce study, Markets
After the War, which was prepared for and
circulated by the committee for economic
development, an organization of business-
men, says plainly that a postwar physical
production at 1940 levels means 19,000,000
unemployed.* :

To be sure, the prediction of 19,000,000
unemployed will not be realized immedi-
ately, for, while workers will be paid at 1940
wage levels (in terms of purchasing power),
consumption demand—and therefore pro-
duction and employment—probably will be
temporarily sustained. at higher levels be-
cause of temporary pent-up demand at home
and abroad. But eventually the payment of
1940 wages will give us 1940 levels of con-
sumption and production, and that means
19,000,000 unemployed.

"The strength of even this temporary de-

mand may prove disappointing. Much of
the allegerl $140,000,000,000 of personal sav-

ings undoubtedly is in the hands of well-to-

do persons who are looking for investment
opportunities for the bulk of their savings.
The study on Providing for Unemployed
Workers in the Transition made by Richard
Lester for the Committee for Economic De-
velopment, reviewed all the evidence avall-
able by the end of 1944 and concluded that
“the bulk of the wartime -aving by workers
has occurred in families with an income
above $3,000 & year. * * * At least a
quarter, and probably a third, of the wage
earners' families in this country had, by 1944,
accumulated little, if any, savings, in spend-
able form.”

Alvin H. Hansen, special economlc adviser
to the Board of Governors of the Federal
Reserve System, had this to say on war
bonds, in January 1999:

“Of the #$165,000,000,000 of Government
bonds now outstanding, $105,000,000,000 are
in the hands of institutions. * * * None
of thése is a potentlal spender in the con-
sumer’s market. * * * Of the remaining
amounts, which are in the hands of individ-
uals, only #$25,000,000,000 are War Savings
bonds, of a sort that are widely held by the
people, of which at least a third are held by
well-to-do people. So that (source of con-

1“1t seems almost certain that postwar
output must exceed the best prewar year.
If it should be no more than in 1940 there
would be the 9,000,000 who were unemployed
in 1940 plus the 2,500,000 added to the civil-
ian labor force between 1940 and 1946 plus
8,000,000 who would be displaced by improve-
ments in efficiency over the € years—a total
of over 19,000,000 unemployed.” (Markets
After the War, p. 8.) Note that the study
makes no allowance for the abnormal entries
into labor market during the war, some part
of whom may bz expected to remain and
swell the ranks of the unemployed.
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sumer demand) has been very greatly exag-
gerated.”

The moderate character of the TAW-CIO
30-percent-wage demand is revealed by the
fact that it only partly counteracts the drcp
in GM's contribution to purchasing power,
Even with the restoration of the €3,000 an-
nual take-home pay of 1944, the GM pay roll
would still decline by $150,000,000 in 1946—
egain based on GM's optimistic forecast of
GM employment. Similarly, as regards the
individual standard of living, the UAW-CIO
wage demand falls short of bringing the
worker immediately up to the §3,500 called
for by our postwar productive capacity. It
would merely keep the worker's wage at the
standard reached in 1944 and prevent it from
dropping back to the 1840 wage.

B. In demanding that GM meet its wage
demands without price increases, UAW-CIO
is giving proof of its recognition of the re-
quirements of national policy. Wage policy
for the Nation requires that reconversion
wage adjustment be absorbed (except in
isolated cases) out of industry's existing price
levels.

1. UAW-CIO does not base its demands on
short-run sclfish considerations, but is bas-
ing them on enlightened long-run considera-
tions which identify the true interest of the
union with the general interests of the
public.

The UAW-CIO demands not only do not
conflict with the public interest, but actively
promote the public interest. The easy way
to get wage Increases is to conspire with In-
dustry to get price increases from OPA, get-
ting wage demands met out of prices at the
expense of the general public.

This is the philosophy of “The public be
damned!” It is the philosophy which GM,
in its newspaper ads—paid for to the extent
of 8514 percent by the United States Treas-
ury—is accusing us of following, although .
it is precisely the policy we rejected.

. We do not want our wage demands met out
cf price increases. Our letter of August 18
serving our demands on General Motors so
stated. General Motors well knows this, but
will do its hest to deny it in its appeals to
the public.

By refusing to discuss with UAW-CIO iis
ability to pay without price increases, and
by refusing to discuss its profits, GM has
adopted a “public be damned” attitude not
only for itself but as a model for other cor-
porations to follow. It has told our nego-
tiators that profits were none of our business,
and since our interest in profits is to protect
the public from any increase of prices by
General Motors, its refusal to talk prices cr
profits is the equivalent of stating that these
subjects are none of the public’s business.

2. The present economic situation requires
industry as a whole to make a liberal eon-
tribution to wage rises without increasing
prices.

With a drastic cut in Government war ex-
penditures, which will fall from an annual
rate of £92,000,000,000 in July 1945 to an
annual rate of §44,000,000,000 in the second
quarter of 1946, every group but big business
faces a severe deflation of its income and
purchasing power. Only big business is st
for a phenomenal increase in its take-home
profits.

According to the published estimate of na-
tlonal income used in congressional tax cal-
culations, the Nation's income for 1946 will
be $130,000,000,000—20 percent down from
the war level.

That estimate of national income for 1946
implies unemployment of 8,000,000, and a
drop in total wages and salaries by some
$20,000,000,000, or nearly 25 percent from
1944 levels, The most severe drop will oec-
cur in manufacturing pay rolls. Here the
indicated drop in take-home pay for the
average employed worker—due to lots of
overtime, downgrading, and to shift to
lower-pay industries—is 29 percent. In-
cluding the effect of decreased employment,
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the drop in manufacturing pay rolls is esti-
mated at 42 percent.

Agricultural income, which always follows
closely the trend of urban wages and sal-
aries, is expected to suffer a drop of 25 per-
cent or $£3,000,000,000 in 1946—going from
$12,400,000,000 in 1944 to about $9,500,000,-
000 in 1946,

While retail sales and small business gen-
erally will for the moment maintain their
wartime levels of prosperity, this will be due
to a temporary factor—the spurt in dur-
able-gocds sales, representing a pent-up de-
mand from the war, financed by wartime sav-
ings put aside for thet purpose. For a time
this will compensate for and cover up the
serious decline in the market for nondurable
goods due to declining levels of current in-
come among workers and farmers.

Big business alone will be more prosperous
than ever before. While corporation profits
before taxes are expected to fall from the
1944 levels of $25,000,000,000 to $18,000,000,-
000 in 1946, corporatiocn take-home profits
after taxes (thanks in part to the repeal of
the excess-profits tax) will rise from 9,
900,000,000 to $11,000,000,000. This estimate
takes no account of the disguised profits
through padded amortization allowances
which the law permits, nor the generous re-
funds on both the excess-profits taxes and
the ordinary corporation income taxes which
will be given to individual corporations that
fall below their base-period profits or sustain
operating losses.

Nowhere will this unprecedented pros-
perity of business in the midst of general
decline of national income be so marked as
in the case of manufacturing. Profits of
manufacturing corporations before taxes are
estimated for 1846 at $11,000,000,000 as
against $15,000,000,000 in 1244, But the
profit take-home after taxes will rise from
$5,000,000,000 in 1944 to #6,500,000,000 in
1946. The take-home profits of manufac-
turing corporations during the peacetime
years 1936-39 averaged $2,100,000,000.

These estimates probably make insuficient
allowance for the decline in manufacturing
costs due to elimination of overtime and to
downgrading, as well as to increased labor
productivity. After the last war, labor pro-
ductivity in manufacturing rose by 10 per-
cent a year for 3 years straight. Since the
technological progress in this war has been
far greater than in World War I, the rise in
labor productivity, when industry is fully
converted, should be even more pronounced
than in 1919, 1920, and 1921, United States
Commissioner of Labor Statistics Pord Hin-
richs recently testified before a Senate com-
mittee that this would probably prove to be
the case.

3. To tolerate the existing wage-profit
trends is to invite a crash in 1947 or 1948
which will make the great depression a minor
recession by comparison.

Prosperity predicted for 1946 is a false
prosperity—it is a prosperity for everybody
but the people. It is built on the principle
of paying business more for producing less
and for employing fewer people. It is built
on the shifting sands of pent-up demand in-
stead of on the solid rock of giving the work-
ers enough purchasing power to buy back the
gocds they currently produce.

Our economy could not tolerate in 1929
the high business profit and large savings of
the wealthy of that year even though the
economy was then operating at close to full
employment and the national income as a
whole was rising. How can it tolerate the
even higher profit margins of 1946 at a time
of mass unemployment and sharp drop in
the national income?

If in 1929 we could not invest the business
profits and the savings of the wealthy for
expanding our productive capacity, because
there wasn't enough purchasing power at the
base to buy the products of expanded in-
dustry. bow can we hope to do so in 1946
When the mass purchasing power is even
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smaller and when we have inherited a greatly
expanded productive capacity from the war?
Early in 1946 the necessary reconversion ex-
penditures to adapt our war economy to
peace will already have been made, and we
shall face the impossible task of finding in-
vestment expansion outlets for thirty to
thirty-five billion dollars a year at a time
when our productive capacity already is far
too big for the mass purchasing power that
is available,

Only if business joins labor in immediate
action to readjust the wage-price relation-
ship can the Nation be put in a position to
cope with the tremendous problems of
managing our $200,000,000,000 economy with-
out a disastrous tailspin and crash.

The demands of labor for wage adjust-
ments without price increase are not in-
tended to solve the whole economic problem
overnight, Other measures on the part of
business, labor, and Government will be
necessary as the country gets its bearings.
But we must begin now by maintaining take-
home pay and remedying substandard and
inequitable wages, or we shall be confessing
defeat before we start. We shall be adver-
tising to the world that American business
is so greedy for immediate (but unstable)
profits that it insists upon them even at the
price of sentencing the whole economy and
itselfl to disaster.

C. Manufacturers of durable goods, espe-
cially automobiles, have a major respon-
sibility to promote full employment by rais-
ing wages without increasing prices.

1. Pent-up demand for their products will
give them a ready market for capacity
volume.

The effect of increasing volume on reduc-
ing unit costs and increasing profits is an
old story, but never in peacetime have pro-
ducers been presented with the bonanza of
being able to plan in advance for capacity
production for a guaranteed market. The
profit prospects for durable goods industries,
especially automobiles, are the brightest in
history as a result of 4 years’ interruption of
production.

The profit potential of the durable-goods
industries producing for this guaranteed
market is revealed by their own reports to
the War Production Board. Their reports
show break-even points of 50.6 percent for
the durable-goods manufacturers as a whole,
exclusive of automobiles, and 56 percent for
the automaobile industry alone. These fore-
casts—made by industry—are forecasts of im-
mense profits on production at capacity
levels. In the nature of the case these es-
timates err on the conservative side, since
a manufacturer is not likely to exaggerate
in a report to the Government of his ability
to draw a profit at a very low percentage
of capacity, A realistic analysis of the break-
even points of these industries undoubtedly
would show them at much lower figures, pos-
sibly in the neighborhood of 30 percent.

Even if their peacetime profit margin were
low, durable-goods manufacturers, presented
with the bonanza of capacity production,
would now be under the obligation to the
public to renegotiate their profits with labor
and with the consumer. The durable-goods
producers did not by their own efforts create
the present capacity markets for their prod-
ucts; that has been done for them by the
war and by the sacrifices which the people
had to make for the war, at a time when
durable-goods manufacturers were being
well pald indeed for producing war materials,
The bonanza profits of pent-up demand—
profits which are now to be relieved of ex-
cess-profits taxes—cannot be regarded as the
producers’ own business—they are in very
large part the concern and business of the
public and the concern and business of labor
as well, f

2. The peacetime profit position and the
general financial situation of the durable-
goods industries has been far more favorable
than those of other industries,
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OPA profits studies show that nondurable
goods manufacturers’ profits before taxes, ex-
pressed as a percentage of invested capital,
was 8.8 a year for 1936-39 and rose to 16.1
for the boom year 1941. The same figures for
durable-goods producers (excluding automo-
biles and egquipment) were 9.7 for 1936-39,
and 304 for 1941, For automobiles and
equipment the 1936-39 average was 19.4, and
the 1941 return was 42.5. When it is borne
in mind that the durable-goods manufac-
turers, when converted to war production,
operated in the excess-profits brackets and
thus have substantial tax cushions in ad-
dition to the guaranteed markets on their
production for pent-up demand, there Is no
financial excuse for their not taking the lead
in a wage policy that is geared to the ob-
jective of sustained full purchasing power
for the products of full employment.

3. The country looks to the durable-goods
industries to provide a sound basis for post-
‘war prosperity, and it is up to these indus-
tries—and particularly to the automaobile in-
dustry—to convert the present pent-up de-
mand into a large and permanent reservoir
of demand through wider distribution of
purchasing power,

The pent-up demand for durables, under
conditions of declining national income, is
too small and too slight a base upon which
to build permanently either the prosperity of
the durable-goods industrles or the prosperity
of the country. All postwar planning studies,
including that of the Committee for Eco-
nomic Development, indicate that to utilize
our postwar productive capacity we shall all
have to consume about 50 percent more goods
and services than in 1940. But in many of the
nondurable fields we are already close to the
optimum limits of consumption—at least un-
der present distribution of income. There-
fore, the needed expansion of consumption
will have to come to a very large extent in
the durable-goods sectors. It is this poten-
tial increase of durable-goods consumption
which the durable-gocds industries can ac-
tively promote if they will adopt a wage policy
that provides the necessary purchasing power,
while holding prices down so that the wages
may buy the total product.

By similar means, years ago, the automobile
industry received its original burst of de-
velopment—it set the style of high wages for
the country as a whole, and the automobile
industry thus benefited not only from the
high purchasing power of 1ts own workers but
from the high purchasing power of workers
generally.

As Dr. Edwin G. Nourse, vice president of
the Brookings Institution, writes in his
epoch-making book, Price Making in a De-
mocracy (pp. 266-267):

“Henry Ford early came to the conclusion
that even cheap automobiles could not be
sold (in numbers needed for low-cost tech-
nique) in a soclety in which workingmen
earned only two or three dollars a day. As
early as 1914 he took the revolutionary step
of adopting a 85-a-day minimum for his fac-
tory labor (then geiting an average of $2.40)
and raised it shortly fo a $6 minimum. The
results not only appeared to satisfy him but
to impress other automobile companies so
much that similar raises were made by them,
and the practice spread to other lines of in-
dustry. Payment of high wages came to be
regarded as an important factor in the in-
dustrial prosperity of the twenties and be-
came the object of study even by industrial
delegations from abroad. Undoubtedly the
fact that practically every workman whase
pay was raised by automobile and other man-
ufacturers had an ambition to possess an
automobile (even a Ford) led to a favorable
sales response to his action.”

The time has arrived for a repeat order on
this policy, adapted to the waze-price-profit
facts of life as they are*today. Today's giant
successors to the Ford of 1914 frequently
recall with pride the courage of this bold
initiative, but they have long since forgotten
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to follow his example. By repeating the high-
wage policy of its ploneers, the automobile
industry, along with all durable-gocds man-
ufacturers, has the opportunity to open the
door of America upon the glittering economic
realities of our full production potential,
They can phenomenally and permanently
expand their own markets. At the same time
they can help to build markets for other in-
dustries and for farmers and service indus-
tries and doctors and teachers and others.
Bo doing, these industries will play the lead-
ing part that is theirs in insuring the general
prosperity of the Nation.

D. The time to adjust wages (without in-
creasing prices) is now.

1. The contention of business that it is
necessary to wait for full production before
adjusting wages means that the workers will
bear the bulk of the costs of reconversion,

Workers are already bearing the unemploy-

ment cost of reconversion. They must not
be required to bear the additional burden of
reduced wage rates on the theory that large
profits may not come for another 3 to 6
months, The developmental cost of any
business operation is recognized as a charge
on capital, not as a charge on labor.

2. Business is exceptionally well-heeled as
a result of wartime operations and generous
confract settlements and has been granted
excess-profits tax carry-backs as an extra
insurance to meet the developmental costs ol
reconversion.

General Motors alone is eligible to draw
back as much as $160,000,000 from the United
States Tre asury in 1945 and in 1846 if profits
during tl.ese 2 years fall below base-period
earnings. This excess-profits tax carry-back
privilege was granted to business to en-
courage it to use every effort to maintain em-
ployment, production, and purchasing power.
If thors is any risk in granting decent wages
to workers, it has besn 'specifically provided
for by the excess-profits tax carry-back privi-
lege.

3. Congrees In drastically cutting business
taxes now in order to stimulate business ex-
pansion has recognized that the time to stim-
ulate the economy is now and that it is dan-
gerous to procrastinate,

The whole style of the postwar economy Is
being set now, The action of business on
wages is determining whether we intend to
maintain permanent prosperity on a broad
base of mass.purchasing power or whether
we shall have a brief period of prosperity for
the few followed by an-economic ‘collapse for
all. In 1946, when the reconversion boom will

be pest its peak; and the cut in mass income

will begin to show its permanent effects, a
revision of wages from present levels will be
insufiicient to check the drift toward collapse,
We chall then be hell-bent for depreesion,
and the moderate remedies which can be
applied now will be insufficient then.

4, A courageous stand on wages now will
not destroy profits but will result in greater
long-run profits for business.

Mass purchasing power is our new frontler,
and only by developing this new frontier can
business maintain the source of prosperity
from which profits flow. This is not radical
doctrine—this is conservative doctrine.

It has been emphasized by the Temporary
National Economic Committee of the United
States Congress. It has been endorsed by the
Rocsevelt and Truman administrations and
their supporters in Congress. It is endorsed
by such a body as the Brookings Institution:

“Inadequate buying power among the
masses of people,” it says, “appears to be
fundamentally responsible for the persistent
failure to call forth our productive powers,
It has been shown that the standards of liv-
ing desired for the American people as a
whole can be atttained only if we somehow
greatly increase the national output of goods
and services, Our problem is to determine
whether the flow of the income stream can be
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g0 mcdified as to expand progressively the
effective demand for goods.”

We repeat the statement of Seceretary of
the Treasury Vinson, reporting as Director
of War Mobilization and Reconversion to the
President July 1, 1945:

“American business is coming to realize
that a high-wage policy is in the long-run
interest of everyone because it helps create
the markets necessary to move goods from
farm and factory—to store shelves—to the
homes of America.”

ECONOMIC BRIEF—PART II, EECTION 1
Letter of transmittal

CHARLES E. WILSON,
President, General Motors Corp.,
Detroit, Mich.

Dear Mgr. WiLscN: Herewith is presented
part II, section 1 of the brief in support of
the demand of the Internaticnal Union,
United ' Automobile, Aircraft, and Agricul-
tural Implement Workers of America (CIO)
for a 30-percent increase in basic wage rates
in order to maintain take-home pay with-
cut any increase in the price of General
Motors products and for other amendments
of the agreement between this union and
the corporation.

Part I, presented to the Corporation on
October 19, 1945, set forth the need of GM
workers and the entire economy for such
maintenance of take-home pay, if we are to
make the transition and full employment
for peace on a stable and lasting basis. We
showed that failure of General Motors and
other durable goods manufacturers to raise
wages without increasing prices will create a
false' prosperity lasting only a year or two,
followed by the worst depression in our his-
tory. We showed that the first step toward
a full production and full employment econ-
omy in which Americans could have the pur-
chasing power (the wages) to consume 50
parcent more than ever before is the increase
of wage rates to maintain take-home pay.
We stressed the interest of farmers and busi-
nessmen in thus maintaining the market for
their products.

Part II, section 1 of our brief proves that:

“General Motors can pay the increase in
‘wage rates; it can do so without increasing
the prices of its products; it can do it now.

“General Motors before the war could have
pald substantially higher wages without in-
creasing prices and still have had high
profits—even at the relatively low Iavels of
output then prevailing.

“General Motors in the prewar year, 1941,
received more in profits (before taxes) for
each man-hour worked by GM workers than
it paid out in wages. The GM worker pro-
duced $1.07 for his family and $1.09 for GM
stockholders every hour he worked in 1841."

Later sections of part II will show that in-
creased volume of output, together with
higher labor productivity in postwar produc-
tion, will greatly increase GM profits on each
hour worked by every GM worker, and there-
tore will reinforce its ability to pay the in-
creased wage rates without any increase in
the price of its products. We will show,
finally, that because of its cash reserves, its
new equipment furnished during the war at
public expense and the many aids and in-
surances given by the tax laws, the corpora-
tion cannot lose: It can pay 30 percent
higher wage rates without higher prices and
still get into profitable production early in
1946, well before it reaches anticipated ca-
pacity production.

Its first full year of postwar production will
be astonishingly profitable.

As a supplement to part I of our brief,
which I presented October 19, I am present-
ing the New York Times October 18 report
of certain statements on wages, prices, and
the welfare of the Nation's economy made
by Director of War Mobilization and Recon=
version John W, 8nyder. ¥You will find that
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he confirms and supports the facts and logic
upon which we base our demand for 30-per-
cent Increase of wage rates withcut increase
cf prices.
5 WALTER P. REUTHER,
Vice President, Director,
General Motors Department, UAW-CIO.
OcToEER 23, 1945,
[From the New York Times of Cctcber 18,
1915]

EnyDER Says WaceEs CanN Be Rarsep ey INpus-
TRY WITHOUT PRICE INCREASES—WITH OVER-
TiME GoNE, CosTs Are Lower, HE TEeLLS
CONNECTICUT MANUFACTURERS — E:Lc::ss—
ProrFiTs Tax WiLL HeLp

New HaveN, ConN., October 17.—Jobn W.
Snyder, Reconversion Director, said tocday
that because of decreased prcduction costs
“many industries should ke able to grant
wage increazes that will not in turn mean
price increases.”

But, he added, a “sizable number” of others
would have high production costs for some
months yet.

Addressing the annual meeting and re-
conversion conference of the Connecticut
Manufacturers Association, Mr. Snyder said
the industries which cught to be able to
grant wage increases were thoee now in pro-
duction who were basing their prices “on
the old cost of labor under the overtime con-
ditions” which were done away with when
the war ended.

“The propssed reduction of the wartime
excess-profits tex, which took up to €5 per-
cent of the higher wartime profits, will also
assist industry to raise wages where neces-
sary without raising prices;” he asserted.

He conceded that for a sizable number of
businesses the task of retooling, finding new
markets, and evolving new patterns of dis-
tribution would keep unit costs of production
relatively high for some months.

LABOR DEMANDS UNDERSTANDAELE

Declaring that with the end of overtime
pay labor’s demands for higher wages were
understandable, Mr. Snyder said:

“The take-home price of the essentials of
life remains high; the workers' take-home
pay has fallen. BSqueezed in that vise, the
worker can do only two things—either he
gets more money, or he has to reduce his
standard of living. With a reduced standard
of living, he will buy less, the purchasing

‘power of the market will suffer, and manu-.’

facturers will feel it ultimately in reduced
orders."

Whether wage increases could be granted,
and to what extent, depended, Mr. Snyder
sald, on the answer to this “common-sense
question”:

““How much of an increase can the individ-
val company afford to pay if it is left to
meet its pay rolls and stay in business?"

He urged labor and management to work
together to achieve cost reductions which
could be passed on to workers in higher pay
and to consumers in lower prices.

CALLS FOR EXPANDING OUTFUT

Mr. Snyder said “reconvarsion” was an un-
fortunate term to describe the phase through

‘which industry was now golng because it

carried with it a sense of going back.

*We are going ahead,” he said, to try to ex-
pand owr output to 40 or 50 percent above
anything we ever accomplished before.

“Increased employment will expand mar-
kets and in turn make it possible to ex-
pand our production. To maintain full em-
ployment and full production we need a
steady consumer demand that increases year
after year. In 1940 we had our greatest pre-
war production, a total of £97,000,000,000 in
goods and services. During that year there
were 47,000,000 men and women at work in
the country, including the armed forces—
and we had 7,000,000 or 8,000,000 unemployed.
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“That was our greatest prewar year, but
we cannot afford to go back to that. In-
creased efficiency and the growth of our work
force would mean that instead of 7,000,000
or 8,000,000 unemployed, we would have mil-
lions more.”
PART IT

General Motors Corp. can pay a 30-percent
Increase In wage rates without increasing the
prices of its products, and it can do it now,

A. General Motors is one of the most prof-
itable of American corporations. Its profit-
making capacity has been consistently dem-
onstrated throughout the 28 years of its
existence, and continues down to the present.
The profits it earned before the war on pro-
duction of peacetime products could have
paid a substantial increase in wages without
any increase in prices, leaving a high return
on invested capital even at the relatively low
levels of output that then prevailed.

Increased output and higher labor pro-
ductivity on postwar production will even
more readily permit of a 30-percent increase
in wage rates. The rate of profit earned by
General Motors undoubtedly will be large at
this high volume of production. As its out-
put approaches capacity, or 2,800,000 passen-
ger cars a year, it will make profits far in
excess of any year in its history, possibly
reaching $500,000,000 a year, after taxes, due
to the rapidity with which its profits rise
when its production increases, as revealed
by analysis of its past performance.

1. The automobile industry stands at the
top of American industries in profitability.

A report on profits of 2,187 industrial cor-
porations by the Office of Price Administra-
tion shows the high standing of the auto-
mobile industry as a profit maker in the

prewar years, 1926 to 1839, inclusive, as
follows:
Percent earned on investment
Before After
income | ineome
taxes taxes
Percent | Percent
Aut biles. .. - 20. 6 ,
Tmrable-goods manufacturing. ... 10.2 8.3
Al manufacturing. .. ... ... 9.9 8.1
All T ST, 0.8 &1
Profit per dollar of sales
Cents Cents
Aut biles___. - 12,1 9.8
JDurable-goods manufacturing. ... 10.0 81
All manufactoring. . _____________ 0.1 7.5
All companies 8.4 6.9

2. General Motors stands at the top of the
automobile industry and at the top of all
corporations in the United States in sus-
tained profit-making capacity.

(a) General Motors profits for the 1936-39
period compare with the foregoing data for
the auto indusiry as follows:

Indus-

GM try

g PerccmllPerarm
Tercent carned on investment after

o L LT T T I OO ek | 18.7
Frofit per dollar of sales: Cenfs | Cenls

Belore taxes 16.1 121

Tt e S 13.1 0.8

(b) In its report on the motor vehicle in-
dustry (1939), tne Federal Trade Commis~
sion noted that General Motors’ profits from
1827 to 1937, inclusive, averaged “no less
than 35.6 percent.” The Commission also
reported—

“General Motors Corporation is often re-
ferred to as the world’s most complicated
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and most profitable manufacturing enter-
prise” (p. 419).

“General Motors earned more profits for
itt stockholders during the 11-year period,
1927 to 1937, inclusive, than any other
manufacturing corporation in the United
States, but its total assets of $1,566,000,0C0
at the close of 1937 were slightly exceeded
by a few other domestic ecorporations”
(p. 1060). .

General Motors is, and always has been, a
prodigious money maker.

(c) One thousand dellars invested in 10
shares of General Motors Corp. at its incep-
tion in 1917 has earned the investor 930 a
year in dividends and increase in value. This
is a return of 93 percent per year on his
original investment without 1 cent of ad-
ditional cutlay during the entire period.

{1) Increase of shares owned: In 1917, two -

shares of common stock of General Motors
Co. could be bought for $1,000. These were
exchangeable August 1, 1917, for 10 shares
of General Motors Corp.

Since that date these original 10 shares
have expanded through stock split-ups and
stock dividends to 20155 shares of present
General Motors common, without any addi-
tional investment by the sharehoider, and
without exercising the rights to subscribe
offered in 1918 and 1920.

(2) Cash dividends: Cash dividends have
been paid every year on General Motors
Corp. common. The amount of these divi-
dends, including the cash value of rights in
1919 and 1920, on the $1,000 investment in
1917 are tabulated below.

Twenty-eight years of earnings on 10 shares
of General Motors Corp. common costing
81,000 in 1917

: Earn-
Period beginning l:z:l:l?g‘l o;:;:}gs infﬂ Ea;;er
Years
algl  ¥615.00 | §147.10
4 ito. 12 | 143.80
2 557.66 | 27880
1 624,84 | 624,80
114 1,068 28 | 71220
16 B, THS. 13 | 040.30
28 | 12,120.03 | 433.20

During the 16 years beginning with 1029,
depression and recovery were reflected as
follows:

Earn-
Period | Tolal |,

Period beginning | H ings per

= covered| earnings year

Years

1920-31_ 3| §1,935 00 | $645, 00
3 806, 25 268, 75
4 2,415,756 | €04.0G0
31 2217. 19 730,06
3 1, 410. 94 470, 31
190044 o aceacne 16| 8 788 13 ol 30

(3) Increase in value of holdings: In ad-
dition to cash dividends, the investor has
shared in the inereased value resulting from
earnings retained by GM in its business,
Present market value of the 2018, shares
which the investor now holds is $14,915.62, an
Increase of $13,915.62 over the original in-
vestment.

(4) Total return on £1,000 in 28 years: The
$1,000 invested in 1917 has received earnings,
in cash and increased value, as follows:
Cash TetUrng. . ov-cueencnnaaea $12,129.03
Increase in valueeeemeoecocceaeaa 13,915.62

26, 044. 65

The average annual rate of return is 930
or 93 percent of the griginal investment.

OCTOBER 24

Even in 3 years of depression this investor's
cash return averaged $268, or 26.8 percent of
his investment,

In the war years 194244 he has averaged
a cash return of 47 percent. With the 1944
dividend rate extending into 1945, and with
the market price of the stock rising; his total
return for 31, years of war has amounted to
$1,718.10 in cash and §745.78 increased value,
a total of §2458.88, or at a rate of 870254
per year—better than 70 percent on his in-
vestment.

(d) The long profit record of General Mo-
tors continued down to the present and was
strikingly demonstrated during the most re-
cent pariod in which it was engaged in manu-
facturing automobiles.

Profits after taxes have yielded a high re-
turn on the net investment year after year:

Annual
rate of
return on
invest-
ment

Year 2-year folals

37.8 rercent of investment recovered,
53.3 percent of Investment recovered.
53.4 percent of investment recovered.

38,7 percent of investment reeovered.

In the last 9 years General Motors earnings
have paid back the stockholders’ investment
in full and 45.4 percent in addition, a total
return of 1454 percent.

Even in the four depression years, 1930-34,
when millions of workers were unemployed,
GM earnings provided an average return of
715 percent ‘a year, or total earnings of 30
percent on the stockholders' investment.

3. Out of its huge profits on automobile
production before the war, General Motors
could have paid substantially higher wages
than it did pay, without any increase in the
prices of its products, and providing a high
annual return to stockholders.

(a) In its last 6 years of automobile pro-
duction (1936 to 1941, inclusive), General
Motors earned almost as much in profits as
it paid out in wages to GM workers.

Profits before tazes (with which wages
properly are compared, since GM pays no in-
come tax on what it pays to workers) from
1936 to 1941 totaled $1,745,518,000.

Wages pald to hourly rate workers totaled
$1,927,331,000.

Thus for every dollar paid to GM workers
from 1836 to 1941, inclusive, GM earned 91
cents in profits before taxes.

{b) General Motors could have paid 30 per-
cent greater wages than it did pay from 1936
to 1941 and would have earned an average
net income after taxes of $132,000,000 a year—
more than 12 percent a year on its invest=
ment.

{In thousands of dollars]

Cost ol o Profits alter
£ J0-percent Profits deducting
Year inerease to before A0-percent
heurly taxes wage
workers increase
£4, 263 277, 591 193, 328
100, 209 245, 130 144,321
56, 670 132, 209 76, 239
70, 1556 242, 07 163, 442
107, 176 430, 455 229, 279
150, 127 510, £36 360, 709
578, 200 1, 745, 518 1,167,518
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After paying estimated Income taxes of
$375,000,000 on these reduced profits before
taxes, GM would have had net income after
taxes of $792,318,000 for the 6 years.

This is an average net income (after taxes
and after paying 30 percent more in wages)
of $132,053,000 per year.

During that period the average investment
(net worth) of the corporation (including
contingency reserves) was §1,093,227,000.

Therefore, GM stockholders could have re-
ceived an annual return of 12.8 percent on
their investment during these 6 years, while
GM workers would have been receiving 20
percent more in wages than they did receive.

All this could have been done In a period
when GM was producing on the average only
1,500,000 passenger cars a year. Now we shall
look at its best production year, and at the
future.

(c) In its latest and greatest year of auto- .

mobile production, 1941, General Motors Corp.
actually received more in profits—before
taxes—ior each man-hour worked by GM
workers than it paid out in wages.

(1) Total man-hours worked

by hourly rate workers_ 469, 225, 000
(2) Total pay roll of hourly

rate workers_._______- 8500, 422, 000
(8)-Net BaleR: . - o c.caocaa £2, 436, BO1, 000
(4) Operating profits, be-

fore ‘taxes. . ———————___ $486, 087, 000
(5) Total profits, before

7 b R B ST e $510, B3, 000

Each man-hour worked therefore pro-
duced—

Wages (2) divided by (1)
Bales (3) divided by (1) cceacmmeeecm=
Operating profits, before taxes (4)

divided By (1) = -
Total profits, before taxes (§) di-

vided by (1)

The GM worker produced $1.07 for his fam-
ily and $1.09 for GM every hour he woiked in
1941.

(d) The profita made by General Motors
Corp. in 1941 (its last and largest year of au-
tomobile production) prove that it can nocw
pay the 30-percent increase In wage rates we
demand and still make record breaking
profits. .

This can be shown by the following ap-
proximate calculation of adjusted costs and
profits on the basis of 1941 output which
makes no allowance for the economies of
anticipated high volume of output or for
increased labor productivity:

(1) To adjust for present wage demands
as compared with 1941— :

The 30-percent wage demand calls for an
average hourly rate of approximately $1.45.

Average hourly wage paid in 1941 was $1.07.

The increase of 38 cents per hour, or 35.6
percent, would inerease the $500,000,000 wage
bill of 1941 by $178,000,000.

(2) To adjust for material cost increase
since 1941—

Basic materials used in the manufacture of
automobiles have increased in price since 1941
by less than 5 percent. But assuming an in-
crease of twice that amount, 10 percent,

And assuming General Motors materials
cost at the high estimate of 50 percent of net
sales, according to automobile industry data,
the material cost in 1941 would have been
$1,200,000,000,

Resulting increase over 1941 in cost of ma~
terials would have been $120,000,000.

(3) To adjust for automobile price in-
creases since 1941—

Prices of the 1942 models of General Mo-
tors automobiles exceeded average prices
received in the year 1941 by approximately
9 percent.

Applying this increase to total 1941 sales of
$2,437,000,000—
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Increase over 1941 sales at 1941 rate of out-
put amounts to $219,000,000,
(4) Effect on 1941 profits—
General Motors profits before
taxes in 1941 were_ - ccceu.- $511, 000, 000
Adjusting these for—

Increase in sales of-.... 219, 000, 000

Less Increase in wages. 178, 000, 000
Less increase in mate-

R e e 120, 000, 000

Results in a reduction of
1941 profits by_ . —-__ 79, 000, 000

Leaving profits before
LRXes o T e 432, 000, 000

This approximate adjustment to allow for
a 30-percent increase in present wage rates,
and increases of 9 percent in automobile
prices and 10 percent in material costs over
1941, shows that even at the low production
level of 1941 (1,860,000 passenger cars—two-
thirds of capacity) GM could have profited
as follows:

1. Profits before taxes of 432,000,000,
These would be greater than the profits be-
fore taxes in any year of GM history except
1943 and 1944,

2, Profits after taxes amounting to §261,-
000,600, These would be the largest take-
home profits in any year of GM history ex-
cept 1928,

3. But, the anticipated increase of 50 per-
cent in car and truck production should in-
crease the foregoing profits by & minimum of
B0 percent, so that profits before taxes are
raised to $648,000,000, and profits after taxes
bzcome $400,000,000. Such take-home profits
exceed by $150,000,000 the best previous
profits iIn GM history and are more than
double its average profits of the last 10 years.

4. Again it is emphasized that these re-
sults make no allowance whatever for—

(a) Increased economy and profitability
resulting from increase in the volume of out-
put from 1,660,000 cars in 1941 to 2,800,000
cars in the postwar years.

(b) Increased labor productivity resulting
from technological improvement of plant
facilities, tools, and processes.

This conservative estimate on the basis of
1941 performance proves that there can be
no question of the ability of General Motors
to pay 30 percent higher wage rates without
raising prices on postwar high-volume pro-
duction, and to earn very substantial profits
while deing so.

ECONOMIC BRIEF—PART II, SECTION 2
Letter of transmittal

CHarLEs E. WiLsow,
President, General Motors Corp.,
Detroit, Mich.

Dear Mr. Wirson: Herewith is presented
part II, section 2, of the brief in support of
the demand of the International Union,
United Automobile, Aircraft, and Agricultural
Implement Workers of America-CIO for a
30 percent increase in basic wage rates in
order to maintain take-home pay without
any increase in the price of General Motors
products and for other amendments of the
agreement between this union and the cor-
poration.

In part I, presented October 19, 1945, we
set forth the need of GM workers and the
entire economy for such maintenance of take-
home pay, if we are to make the transition
from full production and employment for
war to full production and employment for
peace on a stable and lasting basis; We
showed that the first step toward an economy
of full employment based on purchasing
power (wages) 50 percent higher than ever
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before is the maintenance of take-home pay.
We stressed the interest of farmers and busi-
nessmen in thus maintaining the market
for their products.

In part II, section 1, presented October 23,
we presented proof that General Motors can
pay the increase in wage rates which we de-
mand; it can do so without increasing the
prices of its products; it can do it now. We
showed that General Motors before the war
could have paid substantially higher wages
without increasing prices and still have had
high profits—even at the low levels of out-
put then prevailing. Finally, we pointed out
that, in the prewar year 1941, General Motors
received more in profits (before taxes) for
each man-hour worked by GM workers than
it paid out in wages. The GM worker pro-

- duced $1.07 for his family and §1.09 for GM

stockholders every hour he worked in 1941.

Now, in part II, section 2, presented here-
with, we show that in the postwar period,
when capacity production 1s assured by the
market for cars, the greatly increased volume
of output will make It possible for General
Motors to pay the increased wage rates and
make such large profits as to permit a three-
way profit split among workers, consumers,
and investors, resulting in reduction in the
price of cars, increased take-home profits for
investors, and the Increased wage rate we
have requested.

In the final part II, section 3, we will show
that, because of increased labor productivity,
big cash reserves, new equipment furnished
during the war at public expense, and the
many aids and insurances given by the tax
laws, the corporation can't lose. Its first
full year of capacity production, after pay-
ing the increased wage rates and lowering

car prices, will be astonishingly profitable.

WALTER P. REUTHER,
Vice President, Director,

General Motors Department, UAW-CIO.

OcToBER 24, 1945.

B. What General Motors has done in pre-
war years It can, and will, do In postwar
years. It will do even better. Its long-es-
tablished capacity for making profit will be
greatly enhanced by the large and virtually
guaranteed markets that await its postwar
production. This increased volume 3 out-
put together with higher labor productivity
in postwar production will greatly increase
the profits which GM will earn on each hour
worked by every GM worker, and therefore
will reinforce its ability to pay 30 percent
higher wage rates without any increase in
the prices of its products.

1. The automobile industry predicts that
it will operate at capacity (6,000,000 passen-
ger cars and 1,600,000 trucks per year) for
at least 3 years, and will be in capacity pro-
duction by June 1946.

George Romney, general manager of the
Automobile Manufacturers Association,
speaking in New York on September 20, 1845,
said:

“Several market surveys conducted inde-
pendently by individual manufacturers indi-
cate an immediate demand for about 18,000,-
000 passenger cars—exclusive of trucks and
busses. EBEased on company production plans,
this probably represents about 3 years’' out-
put, but during those 3 years approximately
12,000,000 cars will be scrapped. This will
leave our national car inventory substantlally
below prewar levels.

“I estimate that the number of cars reg-
istered will rise to a 40,000,000 level by 1960.
It does not appear likely that current and
pent-up demands will be met before 1952."

Eleven manufacturers of automobiles re-
porting to the War Production Board in
August 1945 estimated that their production
in June 1946 would be 504,452 passenger
automobiles, (“First report on progress of
reconversion in 42 selected industries"—War
Production Board, August 25, 1945).
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In 1940 and 1941, approximately 45 per-
cent of all new cars and trucks registered in
the United States were manufactured by
General Motors.

General Motors proportion of the antici-
pated capaciiy output will therefore be ap-
proximately: 2,800,000 passenger cars; 500,-
000 trucks.

C. E. Wilson, president of General Motors,
stated in an article in Commercial and
Financial Chronicle, December 14, 1944, that
the postwar demand for automobiles may be
150 percent of the best prewar year. On this
basis, General Motors should produce 2,-
796,000 passenger cars; 590,000 trucks.

2. High posiwar ouiput will prove even
more profitable for General Motors. This
is shown by the trends in General Moiors
wages, prices, and profits from 1936 to 1841,
Even at the low levels of production then
prevailing, a rise in cutput over the period
revealed the ability of the corporation to in-
crease wages as compared with prices and to
realize a great increase in profits while do-
ing so.

Figures published in General Molors an-
nual reports show—

Percent

1936 3 B

Fales valoe perunit_ .o oo oac $71 £%00 16,6

‘Wages per man-honr. . ___._._ 777 | 8.067 8.3

Operating groﬁu perunit.___| $135 §170 82.8
Total profits, before taxes

rillions) oL $E77 £426 6.0

Units produced (thousands)..| 1,867 | 2 257 21.4
Upits per thousand man-

O ] TR T 11.8

While General Motors wages increased
more than twice as much as sales value per
unit from- 1936 to 1941, General Motors
operating profits per unit increased 32 per-
cent and total profits increased 61 percent,
Why? Because total output increased 21
percent and output per man-hour increased
12 percent.

(Nore—Units are cars and trucks sold to
dealers in United States. BSales are tolal net
Bales excluding sales of war materials in
1941, Operating profits are profits on sales
as reported by General Motors. All 1941
data, except units sold, are reduced by one-
sixth to adjust for sales of war materials
which accounted for one-sixth of total sales
in that year.)

8. When the full effect of the planned in-
crease in output on General Motors profits
is taken into account, it becomes evident
that it will make tremendous profits in the
first full year of postwar production, even
after a 30 percent increase In wages and no
increase in prices.

Analysis of past General Motors perform-
ance establishes, for an output of 2,800,000
passenger cars and 500,000 trucks in the
first full year of postwar production, the fol-
lowing profit potentialities under various
assumptions: ;

(1) Assuming B30-percent Increase over
present wage rates; 1042 model prices; 15~
percent increase of 1941 material prices:
Then General Motors profits before taxes will
be $560,000,000.

(2) Assuming 30-percent increase over
present wage rates; 1842 model price 5-per-
cent increase over 1941 material prices: Then
General Motors profite before taxzes will be
$728,000,000.

(3) Assuming present wage rates; 1942
moedel prices; b-percent increase over 1941
material prices: Then General Motors profits
before taxes will be $956,000,000.

Note that, when Congress cuts the tax rate
to 86 percent, the foregoing profits before
taxes will yield profits after taxes of $358,-
000,000, $466,000,000, and $605,000,000, re-
epectively.
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Such profits would greatly exceed General
Motors highest profits after taxes in its four
most profitable years: 1927, $235,000,000;
1928, $276,000,000; 1829, $248,000,000; 1836,
$238,000,000.

4. In its postwar production General Mo~
tors can make as much profit before taxes,
as in the best profit year of its history (1941)
even though producing at less than capacity,
and even though paying 30 percent higher
wage rates than it now pays.

Analysis of General Motors operations in
the past justifies the following expectations
as to the ease with which General Motors
can eqgual its record profits of 1941:

One hundred percent of General Motors
capacity, 2,800,000 passenger cars.

Assuming present wage rates, 1942 model
prices, 5 percent over 1941 material, then
General Motors could make 1841 profits while
producing only 1,800,000 cars or 64 percent.

If wage rates are increased 30 percent, Gen-
eral Motors can still equal its 1941 record
profit producing 2,200,000 passenger cars or
B0 percent.

This 1941 profit before taxes, after Con-
gress reduces the corporation tax rate to 36
percent, as expected, will leave General Mo-
tors with the large profit, after taxzes, of
$327,000.000, which is 20 percent greater than
the highest net income in its history (1928),
This would provide a return of beiter than
80 percent on its net worth in a single year.

General Motors is therefore well protected
as to profits. It canm prosper even though
production of cars to the public is curtailed
and workers are laid off from General Motors
plants. General Motors can't lose.

5. General Motors®' profits on capacity pro-
duction will so greatly exceed prewar profits
as to justify a three-way split of the excess
profits:

1. Thirty-percent Increase in wage rates,

2. Reduction in the price of cars.

8. Increased take-home profits to the cor-
poration.

This ean be shown by the following estl-
mates based upon 1941 performance. The
estimates are extremely conservative because
they make no allowance whatever for the
higher rate of profit that results from the
economies of high-volume production, nor for
the savings that will result from increased
labor productivity. :

In part II, section A, subsection d.3 of this
brief, it has been shown that the union’s
present wage demands and a 10-percent in-
crease in material prices since 1941 would
reduce the profits of that year to $432,000,000,
before taxes.

Increase of output by 50 percent will in-
crease these profits by a minimum of 50
percent, to a total of §648,000,000.

After paying United States income taxes at
the new rate of 36 percent and foreign in-
come taxes of sapproximately $15,000,000,
General Motors would have profits after taxes
of $393,000,000.

Setting aside the average annual take-
home profits earned by General Motors be-
fore the war (1936-39), which amounted to
$183,000,000, there could be split between
stockholders and consumers a sum of $210,-
000,000, after taxes.

On a 50-50 split of this sum, stock-
holders wouid receive an additional $105,-
000,000 in profits after taxes. Added to the
£182,000,000 already set aside, this will give
them $288,000,000, which compares with
$276,000,000 in the most profitable year of
General Motors® history (1928), and with an
average of $177,000,000 over the last 10 years.

The $105,000,000 allotted for reduction of
prices to consumers would be available for
that purpese on a pretax basis, since General
Motors income taxes would be reduced by
such actlon.
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On a pretax basis the $105,000,000 is equiv-
alent to $164,000,000.

Assuming, as General Motors predicts, that
postwar sales will be 50 percent greater than
the best prewar year, and that Chevrolet pas-
senger cars account for 40 to 45 percent of
General Motors total sales, the $164,000,000
available for price reduction would permit
a cut of 12 to 181 percent from the 1942 price
of C .

This would cut approximately $100 from
the $800 price of Chevrolets in 1942, f. 0. b.
Detroit.

If General Motors salaries, as well as wages,
were raised 30 percent, stockholders would
share in a net profit, after taxes, amounting
to $218.000,000, and the price of Chevroleis
could be reduced approximately 865 . o. b.
Detroit.

A profit of $218,000,000, after taxes, is well
above the average earned by General Motors
during the last 10 years, and has been ex-
ceeded only in 1927, 1928, 1929, and 1936,

This Is not an Alice In Wonderland
theory, as an anonymous General Motors
spokesman said In trying to brush off the
proposal for a three-way split of profits.
Rather, it is a glimpse of our industrial sys-
tem’s great potentialities for workers, con-
sumers, and Investors. This is the United
Btates of America in the year 1945 and the
outcome of these negotiations with the Na-
tion's greatest corporation can mean a major
defeat or victory here at home in the final
winning of the people's peace and the “four
freedoms,” including freedom from want
and fear, for which the war was feught and
won.

Nevertheless, when the Red Queen said to
Alice, “If you want to get somewhere else,
you must run at least twice as fast as that"—
she said a mouthful that General Motors and
other employers would do well to ponder at
this moment. They should piece 1t together
with Becretary of the Treasury Vinson's state-
ment, already cited, that “we are in the pleas-
ant predicament of having to live 50 per-
cent better than ever before.” One way to
begin is not to fall back, not to retreat.
Once the line is held, we can start forward
step by step to higher wages, Increased pur-
chasing power, larger production, lower
prices, and maintenance of high and stable
profits.

REVENUE ACT OF 1945

Mr. GEORGE. Mr, President, I ask
unanimous consent that the Senate pro-
ceed with the consideration of House bill
4309, an act to reduce taxation and for
other purposes. ;

The PRESIDENT pro tempore. The
bill will be stated by title for the in-
formation of the Senate.

The CHier CLErx. A bill (H. R. 4309)
to reduce taxation and for other pur-
poses.

The PRESIDENT pro tempore. Is
there objection to the request of the
Senator from Georgia that the Senate
proceed to the consideration of this bill?

There being no objection, the Senate
proceeded to consider the bill, which had
been reported from the Committee on
Finance, with amendments. ;

Mr. GECRGE. I now ask unanimous
consent that the formal reading of the
bill be dispensed with, that it be read
for amendment, and that committee
amendments be first considered.

The PRESIDENT pro tempore. With-
out objection, it is so ordered.

The Chief Clerk proceeded to state the
first committee amendment, which was
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on page 1, line 7, after the word “amend-
ment”, to insert “or repeal.”

Mr. GEORGE. Mr. President, I think
we should have a quorum present, and I
suggest the absence of a quorum.

The PRESIDENT pro tempore. The
clerk will call the roll.

The Chief Clerk called the roll, and the
following Senators answered to their
names:

Andrews Gurney O'Daniel
Austin Hart le)

Bailley Hawkes Overton
Bankhead Hayden Radcliffe
¥ Hickenlooper Reed
Bilbo Hill Revercomb
Erewster Hoey Robertson
Briges Huffman Russell
Brooks Johnson, Colo. Saltonstall
Buck Know!and Shipstead

Butler La Follette Smith
Byrd Langer Stewart
Capchart Lucas Taft
Capper McCarran Taylor
Chavez McKellar Tobey
Connally McMahon Tunnell
Cordon Magnuson Tydings
Donnell Maybank Vandenberg
Downey Mead ‘Wagner
Eastland Millikin Wheeler
Ellender Mitchell ‘Wherry
. Ferguson Moaore White
George Morse Wilson
Gerry Murdock Young
Green Murray .
 Guffey Myers

Mr, HILL. I announce that the Sena-

tor from Virginia [Mr. Grass] and the

snator from New Mexico [Mr, HatcH]
are absent from the Senate because of
illness.

The Senator from Arkansas [Mr, FoL-
BrRIGHT] and the Senator from Massa-
chusetts [Mr. Warsu] are absent because
of deaths in their families.

The Senator from Arizona [Mr. Mc-
Farranp] is absent because of illness in
his family.

The Senator from Oklahoma [Mr.
Tromas] is absent atiending the Food
and Agricultural Conference in Quebec.

The Senator from Utah [Mr. THoMas]
has been appointed a delegate to the In-
ternational Labor Conference, in Paris,
and is, therefore, necessarily absent.

The Senator from Kentucky [Mr.
CHANDLER] is necessarily absent.

The Senator from Nevada [Mr. Car-
virLEl, the Senator from South Carolina
[Mr. JounsToNn], the Senator from West
Virginia [ Mr, Kircorel, the Senator from
Illinois [Mr. Lucasl, the Senator from
Arkansas [Mr., McCrLeELrax], and the
Senator from Florida [Mr. PEPPER] are
detained on official business.

Mr. WHERRY. The Scnator from
Vermont [Mr, Aixen], the Senator from
Minnesota [Mr. Barrl, and the Senator
from New Hampshire [Mr. Brinces] are
necessarily absent.

The Senator from South Dakota [Mr.
BusHrIELD] and the Senator from Idaho
[Mr. THoMmas] are absent because of ill-
ness.

The Senator from Wisconsin [Mr.
Wirzy] is absent on official business.

The Seznator from Indiana [Mr.
Witrisl, who is one of the members of
the Senate delegation to the United Na-
tions Food and Agricultural Conference
at Quebec, has been excused to attend
its sessions.
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The PRESIDING OFFICER (Mr.
DowneEy in the chair). Seventy-six
Senators having answered to their
names, a quorum is present.

Mr. GEORGE. Mr. President, the
Senate has before it the revenue bill of
1945. The report is on the desk of each
Senator, and I am sure each Senator
will find it helpful, particularly the tables
relating to the burdens.

This is the first tax bill since the end
of the war. It is a pleasure to present
a bill which will afford some relief to
our taxpayers from the burdensome tax-
ation made necessary by the war. How=-
ever, it cannot be too strongly em-
phasized that the financial nesds of the
Government, including expenditures for
demobilization of the armed forces, mili-
tary occupation, and the rehabilitation
of our veterans are still very great.
Therefore, we must proceed with caution
and foresight in reducing our tax bur-
dens commensurate with our needs. For
the fiscal year ended June 30, 1946, it is
estimated that even under our present
tax system, the Federal deficit will be
around $30,000,000,000, and the S=zcre-
tary of the Treasury has estimated that

there will be a deficit ranging -from
five billion to eight billion dolars: for.

the fiscal year ended June 30, 1947.

The Secretary of the Treasury in his
appearance before our committee stated
that it is his considered judgment that
tax reductions for the year 1946 should

-not total more than $5,000,000,000. The

Treasury suggestions resulted in a net
decrease in 1946 tax liabilities of $5,-
335,000,000 for 1946 and $5,681,000,000 in
1947. A comparison of the revenue
losses in tax liability under the House

.bill, the Finance Committee bill, and the

Treasury suggestions is as follows:
1948:

House bill.._._._...... §5, 380,000,000
Senate Finance bill______ b, 633, 000, 000
Treasury suggestions-___ 5, 335, 000, C00

For 194T7—and this year also must be
taken into consideration to see the real
effect of the tax changes which are pro-

posed:

1947: %
House bill. .. . e §7, 252, 000, 000
Senate Finance bill.... 5, 633, 000,000
Treasury suggestions__... 5, 681, 000, GO0

It will be noted that the House bill re-
suits in a loss of revenue of only $15,000,-
000 more than the Treasury proposals for
1946, and $283,000,000 less than the
Finance Committee bill for that year,
However, there is a different picture for
1947. The House bill will reduce 1947 tax

-liabilities $7,252,000,000, while the Treas-

ury proposals will reduce 1947 tax liabili-
ties by $5,681,000,000. The Finance Com-
mittee bill will reduce 1947 tax liability by
$5,633,000,000. Thus, for the 2-year
period 1946-47, the total loss of revenue
under each of the three proposals is as
follows: House, $12,602,000,000; Treasury,
$11,016,000,000; Senate Finance Commit-
tee, $11,266,000,000, or $1,336,000,000 less
than under the House bill.

The main differences between the
House bill and the Senate Finance Com=
mittee bill are as follows:

excess profits.
.determined by comparing the current

war.
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1. THE EXCESS-PROFITS TAX

The House continued the excess-profits
tax throughout the calendar year 1946
at a reduced rate of 60 percent and re-
pealed the tax as of January 1, 1847. The
House bill resulted in a loss in revenue of
$1,300,000,000 for 1946, and an additional
loss in 1947 of $1,255,000,000. In repeal-
ing the tax as of January 1, 1846, your
committee followed the suggestion of
Secretary of the Treasury Vinson. The

- loss in revenue from this source amounted:

to $2,555,000,600 in 1246.

Secretary Vinson stated to our com=-
mittee that the “basic objective of tax
adjustments at this time is to put us on
the high road of peacetime full employ-
ment and maximum production.” In
viewing our present tax structure with

-this objective in mind, the excess-profits

tax, in my opinion, represents the great-
est single obstacle to our peacetime re-
covery. This tax was adopted as a war
measure designed to take prefits out of
war, and to discourage activities compet=
ing with the war effort. In order to pre-
vent war millionaires, a tax of 95 percent
gross—8515 percent net—was levied on
The excess profits were

profits with those for the prewar years,
1936-39, or with a certain percentage of
the invested capital. The tax had the
tendency to freeze civilian production
and income to the prewar level of 1936-39.
New, growing, and small corporations are
particularly hurt by the excess-profits
tax. The old established concern has a
large excess-profits credit, and, therefore,
has a decided competitive advantage over
new and growing companies. In apprais-
ing the tax as a part of our peacetime tax
structure, it is helpful to recall the words
of Secretary Grass when he recom-
mended its repeal at the close of the last
He said:

It encourages wasteful expenditure, puts
a premium on overcapitalization, and a pen=
alty on brains, energy, and enterprise, dis-
courages new ventures, and confirms old
ventures in their monopolles.

The competitive disadvantage of such
a tax to a new and rising corporation is
tremendous. The new and rising corpo-
ration, not having an adequate credit,
pays a much heavier excess-profits tax on
its current income than the old estab-
lished concern. It is not the large and
prosperous corporation which suffers
from the tax but the new and growing
one. The Treasury stated that for 1943
over 70 percent of the corporations sub-
ject to the excess-profits tax had net in-
comes of less than $100,000. Even with
the $25,000 specific exemption, effective
for 1946, it is estimated that at least one-
half of the corporations subject to the
excess-profits tax will have net incomes
of less than $100,000. On the other hand,
some of our very large corporations do
not pay any excess-profits taxes. In 1943

it was estimated by the Treasury that

one-third of the corporations with in-
comes of $1,000,000 and over did not
have taxable excess profits.

The tax also discourages risk-taking,
since many corporations can retain only
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a small part of their profits. The con-
tinuance of the tax throughout the entire
calendar year 1846 will discourage new
investments in both 1945 and 1946. Asa
result, this tax will retard production, so
that profits from expansion or increased
production will not be realized until 1947.
I have received a great many letters from
businessmen pointing out the repressive
effect of continuing the excess-precfits
tax through 1946. The following is typi=-
cal of the letters I have received:

I have a client, a man who was president
of a corporation which did a very substan-
tial and very successful war business during
the war period. It is now about to reconvert
to peacetime., It happens, however, that
other interests have gotten control of its stock
and have discharged the president. This
man, together with a nucleus of the per-
sonnel, is anxicus to start out for himself
in a new organization, and we have the cap-
ital to back him. He has the know-how, he
hzs the embition, and we could obtain factory
space from any of the Government agencies
that have the surplus factory space at their
disposal. It is, however, quite impractieal
for us to organize the new venture if we are
to be subject to the present excess-profits
tax. We would have every possibility of 1os-
ing money and practically no possibility of
making any money while these taxes prevail.

EHowever, our competitor, the corporation
that pot rid ef my client, in 1830 made bad
investments and lost $5,000,000 as a result of
which it has an excellent tax base from &
point of view of excess-profits taxes.

Accordingly, we are simply marking time, as
we cannot ask venture capital to join us until
& possible return on such investment can be
Indicated.

Mr. MCRSE. Mr. President, will the
Senafor yield?

Mr. GEORGE, I yield.

Mr. MORSE. I simply wish to say
that I find this part of the commit-
tee's report the part which receives my
highest endorsement, in spite of the
fact that apparently, in some labor cir-
cles today, much propaganda is being
issued urging Senators to keep the excess
profits tax. I believe that if we are to
have full employment, and if we are to
operate the private enterprise system in
the interest of increased production and
higher standards of living, it is very im-
portant that we do away with the excess-
profits tax. The tax I am convinced is
serving as a great handicap to full em-
ployment during the reconversion pe-
ricd.

I have studied the report with some
care, and I wish to say to the Senator
from Georgia that I think it is somewhat
unfortunate that the income to the Gov-
ernment through taxation is to be re-
duced by the bill which is now pending
before the Senate. I recognize that it is
supposed to be good politics to try to
convince the people of the country that
they can have their cake and eat it too.
But I believe that if we are to keep the
American dollar stable we must tell the
American people that they must pay for
the great benefits which they are in-
sisting upon from the Federal Govern-
ment, It seems to me that if there was
ever a time in the fiscal history of this
country when we ought to maintain high
tax rates on the basis of the principle of
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ability to pay, now is that time. I think
we truly would increase the wealth of
this country during the next few years
and assure a higher national standard of
living if we as a people were willing to
tighten our belts and proceed, through
taxation, to pay for the great benefits of
freedom which we enjoy in this country.
If we are to keep the American dollar
sound we must start to retire some of
our debt.

I am greatly concerned about the value
of the American dollar, I believe that
one of the ways to deflate the value of the
American dollar and cause a spiral in-
flation of prices is to adopt in the next
few years a tax-lowering program. We
must do more than raize the interest on
our debt if we are to protect the value of
the dollar. As I said the other day, I am
perfectly willing to put my political head
on the block in the interest of trying to
get the American people to see that if we
are to preserve our economy they must
be willing to pay high taxes for the next
few years. I wish this tax bill were so
framed as to raise more income than I
think will be raised under its present pro-
visions.

Mr. GEORGE. I thank the Senator,
and I agree with his entire philosophy;
but I do not agree with his conclusions
with respect to the tax bill. The rate of
tax does not determine what comes into
the Treasury. The bill, so far as it af-
fects corporations, is properly a tax rate-
reducing bill. It will not necessarily re-
duce the amount of revenue coming in.
Indeed, if it has the effect which it is
hoped it will have, it will so stimulate the
expansion of business as to bring in a
greater total revenue. I think if one will
look back to World War I, he will under=
;;t.and precisely what I am now trying

0 say.

Mr. Presidenf, while it is somewhat
aside, I shall pause in the presentation of
my prepared statement to emphasize this
fact: The Revenue Act of 1918 was ap-
proved February 24, 1919, some months
after the actual cessation of hositilities.
In a sense, that act was both a war-tax
act and an immediate postwar tax rate-
reduction act, since it provided one
schedule of rates for 1918 and a some-
what lower schedule for 1919, 1920, and
1921. The act of November 23, 1921,
made more substantial reductions in
rates. The recovery of the country from
a state of depression in 1920 and 1921
was rapid. The Revenue Acts of 1924
and 1926 made still further tax redue-
tions, but the income from tax revenues
of the Government increased through all
of that period.

Mr. HAWKES., Mr, President, will
the Senator yield?

Mr. GEORGE. I shall be glad to
yield, but of course I wish to proceed as
rapidly as possible.

Mr. HAWEKES, I do nof care to take
much time, but I wish to say that there
is nothing more important for every
Member of the Senate and every citizen
of the United States to remember than
what the disti Senator from
Georgia, the chairman of the Finance
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Committee, has said, namely, that the

rate of taxation in the bill does not de-
termine the revenue. I might leave this
thought with the Senate: The way to
full production and a return to full em-
ployment is through proper tax reduc-
tion, and the way to further tax reduc-
tion is through full employment and full
operation that yields revenue. It is rev-
enue that we are after. Every member
of the Finance Committee has the same
feelings as those the Senator from Geor-
gia has expressed. We all wish to find a
happy medium, something that will start
the production machine going and will
yield the revenue which is necessary, and
we want the people of the United States
to know that the Government is headed
back toward lower taxation at the ear-
liest possible moment.

Mr, GEORGE. Mr. President, I thank
the Senator from New Jersey for his con-
tribution.

I wish again to emphasize that the
excess-prefits tax is a major obstacle to
the rapid reconversion and steady ex-
pansion of business enterprise; that it
weakens materially the incentive for
capital investment and the creation of
employment; and that it admittedly pro-
motes inefficiency in business and en-
courages wasteful expenditures,

2. LARGE CORPORATIONS

The Finance Committee bill also dif-
fers from the House bill in the treatment
of the normal tax and the surtax ap-
plicable to large corporations. Under
existing law, corporations with incomes
of $50,000 or more are subject to a 40
percent rate, consisting of a normal tax
of 24 percent and a surtax of 16 percent.
The House bill reduced the turtax to 12
percent, making a combined corporate
normal tax and surtax of 36 percent.
Your committee bill continues the 40 per-
cent rate with respect to corporations
with incomes of $60,000 or more. Unlike
the excess-profits tax which, in many
cases, falls with unequal weight on cor-
porations with the same earnings in the
same taxable year, the corporate nor-
mal and surtax applies a uniform 40
percent rate to all corporations with in-
comes of $60,000 or more. It is not be-
lieved that this tax will constitute a seri-
ous obstacle to reconversion and expan-
sion for 1946. The condition of the
Federal Budget, the fact that the war
and its aftermath will keep Federal ex-
penditures high for some time, and the
fact that the Federal debt is estimated
to reach $273,000,000,000 hy July 1 of
next year, are, in the opinion of your
committee, sufficient reasons for contin-
uing the 40 percent rate for 1946. More-
over, it should be borne in mind that only
about 22,000 corporations will have net
incomes of $60,000 or more in 1946.

Mr. President, I wish to repeat that
statement, because it has a material
bearing on the loose thinking of so many
persons who have dealt with this sub-
ject: It should be borne in mind that
only about 22,000 corporations will have
net incomes of $60,000 or more in 19486,
that many of these 22,000 corporations
will be benefited through the repeal of
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the excess-profits tax, and that all of
them will be benefited through repeal
of the cepital-stock tax and its com-
panion, the declared value excess-profits
tax, which are to be repealed beginning
with the cepital-stock tax year ending
June 30, 1946. The House bill and the
Finanee Committee bill are agreed upon
this peoint.

3. EMALL CORPORATIONS

Now, Mr. President, let us take a look
at small corporations.

Your committee bill provides relief for
corporations with incomes of less than
$60,000. It is important that small and
growing corporations be encouraged to
continue and expand in the latter part
of 1945 and 1946, so that they will aid
both preduction and employment. It is
estimated that of the 260,000 corpora-
tions with net incomes for 1946, 228000
will have incomes below $60,000. While
some of these will be benefited through
the repeal of the excess-profits tax and
all will be benefited through repeal of
the capital-stock tax, it is believed de-
sirable to extend further relief through a
reduction in the ordinary corporate rate.

The House hill reduced the surtax rate
applicable to these small corporations by
4 percentage points. Your commitiee
provided a special schedule which has the
effect of reducing the combined normal
and surtax rates on corporations with
incomes up to $60,000.

To see the difference between the Sen-
ate plan and the House bill, as compared
to existing law, I wish to invite attention
to table 11 of the report. It will be seen
that corporations with incomes of $5,000
or less pay a combined normal and sur-
tax of 25 percent under existing law, or
$1,250. Under the House bill a $5,000
corporation will pay a tax rate of 21 per-
cent, or $1,050; and under the Finance
Committee bill, such a corporation will
pay a tax rate of 20 percent, or $1,000.
Thus, the tax on a $5,000 corporation
will be less under the Finance Committee
bill that under the House bill, and $250
less than under existing law. A $10,000
corporation will also pay $200 less under
the Finance Committee bill than under
the House bill. A $15,000 corporation
will pay the same tax under both House
and Finance Committee bills, A $25,000
corporation will pay $400 more under the
Finance Committee bill than under the
House bill, and a $55,000 corporation will
pay $1,650 more under the Finance Com-
mittee bill than under the House bill.
The relief granted by the Finance Com-
mittee, affecting only the smaller cor-
porations, will result in a tax reduction
for 1946 of $63,000,000, while the House
bill, which affects all corporations, will
result in a loss of $405,000,000.

Since about 80 percent of all corpora-
tions with taxable incomes in 1946 are
estimated to have net incomes under
$15,000, the Finance Committee bill will
give greater relief to 200,000 of the 260,-
000 corporations estimated to have net
income for the calendar year 1946.

" 4, INDIVIDUAL INCOME-TAX RELIEF

Your committee adopted the provi-
sions of the House bill allowing the same
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exemptions for normal tax purposes as
are now allowed for surtax purposes.
This has the effect of eliminating 12,000,-
000 taxpayers from the rolls who were
placed thereon by the victory tax adopted
in 1942. The taxzpayers in question are
married persons and persons with de-
pendents. By express statutory provi-
sion the victory tax would have expired
at the end of the war. However, in 1944
this tax was replaced by a new normal
tax which continued the principle of a
single exemption for each recipient, irre-
spective of his marital status or the num-
ber of his dependents, but did not con-
tain the express provision covering repeal
at the end of the war. Nevertheless, your
committee deems it advisable to remove
these 12,000,000 taxpayers from the rolls
at the present time because they were
brought in under a special war measure.

Mr. President, in order to keep my
own record straight, I digress here to say
that I do not believe that at this time

anyone should be entirely removed from-

the tax rolls, I believe that the removal
of more than 12,000,000 persons from the
tax rolls is definitely inflationary, what-
ever are the arguments which may he
made to the contrary. Moreover, I be-
lieve that such a drastic narrowing of
the base of taxation is unwise. But my
view represents the views of a decided
minority upon the question, and I, of
course, support the majority opinion. I
would have cut the tax very deeply for
all low income-tax earners, but would
not have removed them from the rolls
if I had been privileged to write a tax
bill as I think it should be written at this
time,

Mr. President, the House bill reduces
the rate applicable to each surtax
bracket by four percentage points and
rearranges the surtax schedule so that
each individual income taxpayer will
have at least a 10-percent reduction in his
total normal-tax and surtax lability.
The Finance Committee bill reduces each
surtax bracket by three percentage
points, and this in effect reduces the com-
bined normal-tax and surtax rates under
the revised schedule by three percentage
points. A further reduction of 5 percent
of the combined taxes is then made. A
comparison of the burden under the two
plans will be found in tables 8, 9, and 10
of the report. In general, the burden
under the Senate committee bill will be
less on incomes up to $50,000, whereas on
incomes above $50,000 the balance
swings the other way, so that under the
House bill incomes above $50,000 receive
a larger reduction. In the case of in-
comes of $2,000 or less, the burden under
both the House bill and the Senate Fi-
nance Committee bill will be the same.

A few examples will show the effect
of these provisions. For example, a
married person with no dependents and
an income of $1,800 pays a tax of $199
under existing law, Under both the
House bill and the Senate Finance Com-
mittee bill the tax will amount to $152.
A married man without dependents and
with a net income of $5,000 pays a ftax
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of $975 under existing law, $800 under
the House bill, and $798 under the Fi-
nance Committee bill. With a $10.000
income, he pays $2,585 under existing
law, $2,210 under the House bill, and
$2,185 under the Finance Committee hill.
With an income of $100,000, he will pay
$657.50 less under the House bill than
under the Finance Commitiee bill,

5. RELIEF FOR SERVICEMEN

Mr. President, I shall speak for a few
minutes about the previsions in this bill
relating to servicemen.

Your commitiee considered many
problems of tax relief relating to mem-
bers of the armed forces. Many of these
problems could net be taken up in the
pending tax bill, but the staffs were in-
structed to study them in connection
with future tax legislation. There are
three problems, however, which our com-
mittee believed could be taken care of
without unduly delaying this bill.

First. Servicemen at the present time
are allowed an exclusion of $1,500 with
respect to service pay, in addition to
their personal exemption. It appears
that there are some enlisted men who
may be required to pay income tax with
respect to service pay. Your commit-
tee bill provides that compensation re-
ceived during any taxable year and be-
fore the termination of the present war
as proclaimed by the President, for ac- -
tive service as an enlisted member of the
military or naval forces of the United
States during such war, shall be excluded
from gross income. This, in effect, ex-
empts the service pay of the military or
naval personnel, except commissioned
officers, from any liability for Federal
income taxes for the taxable years be-
ginning after December 31, 1940, and
before the termination of the war, with
respect to taxes attributable to service
pay. This will also relieve these men
from any liability for filing returns.

Second. One of the chief complaints
from commissioned officers, particularly
those returning from overseas, is that
they have a large tax liability which has
accrued and which must, in general, be
paid within 6 months after their return
and discharge. While they have been
able, in some cases, to work out arrange-
ments with collectors of Internal Reve-
nue, they are required to pay interest at
the rate of 6 percent per annum on pay-
ments beyond the 6-month period.
Your committee bill permits payment of
this tax, so far as it relates to service pay,
over a 3-year period in 12 quarterly in-
stallments, without interest.

Third. A similar extension is granted
with respect to the payment of any part
of the tax attributable to earned income
for the taxable years 1940 and 19241, if
such tax became due and payable after
the taxpayer entered into active service.
To secure this relief, the tax must be for
the years prior to entry into service.

Earned income for this purpose is the
same as defined in the Internal Revenue
Code. If the taxpayer’s net income is
not more than $3,000 his entire net in-
come is regarded as earned income, and
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if his net income is more than $3,000, his
earned net income shall not be consid-
ered to be more than $3,000. In no case
shall the earned net income be consid-
ered to be more than $14,000.

Af this point I ask to have inserted in
the Reconp, as a part of my remarks,
without reading it, a letter from the
Commissioner of Internal Revenue, Mr,
Joseph D. Nunan, Jr., to the War De-
partment with respect to prisoners of
war who were removed beyond the in-
sular possessions of the United States to
some foreign country. The ruling by
the Commissioner cbviated one of the
difficulties to which the Senate Finance
Committee gave some consideration.

There being no objection, the letter
was ordered to be printed in the Recorbp,
as follows:

Marcr 14, 1945.
To the War Department:

Reference is made to your letter dated
February 19, 1945, requesting advice as 1o
the proper treatment, for Federal income-
tax purposes, of pay credited to military per-
sonnel of the Army of the United States, who
have postponed the filing of Federal income
tax returns, on the basis of cash receipts and
disbursements during a period in which they
‘have been-in a missing, missing in action, or
‘prisoner of war status; and as to the proper
‘appleation of the provisions of section 251
of  tohe ‘Internal Revenue Gode in specific
‘circumstances.

You further request that if possible an im-
mediate reply be made on the subject of
constructive receipt, without walting until
the other questions in your inguiry have
been decided.

Under the Missing Persons Act as amended
(50 U. 8. C..App. 1001-1017), personnel of the
armed forces in active service, and person-
nel of civilian departments serving abroad,
who are missing, beleaguered or besieged, In-
-terned, -or captured by an enemy, are entitled
to recelve or to have credited to their ac-
‘counts the same pay and allowanees to which
they were entitled at the beginning of the
absence or to which they may thereafter be-
come- entitled. They are also entitled to
-have their allotments paid currently:from
such accounts.

Your letter indlcates that when an indi-
vidual entitled to military pay in the War
Department. is missing under  the Missing
Persons Act; the Cffice of Special Settlement
Accounts is notified by the Adjutant General
of the Army. That office then prepares a
master pay and allotment account record
card for each pergon, to which is transferred,
from the Office of Dependency Bonefits, the
allotment accounts and the family allowance
accounts, iIf any, of the absentee.

The amount of pay and allowances which
“accrues to the absentee each month is en-
tered in the account, together with the
~amount” of allotments currently to be paid.
Allotments chargeable against hls account
_are not charged against any particular item
or items of pay and allowances; they are
metely charged against the: entire amount
due to him each month. The authorized
allotments and the authorized family allow-
. ances are paid currently by the Office of Spe-
cinl Sattlement Accounts, and the cumula-
tive balance in the account to which the
abzentee is entitled ‘is available to him at
any time without any restriction except the
fact of his absence. In general, these bal-
ances cover amounts earned and credited
during the calendar years from and includ-
ing 1241,

Your letter summarizes a number of prob-
lems that will arise under the provisions of
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sections 22 (b) (13), 107, 126, 251, and 421 of
the Internal Revenue Code if pay that is
not allotted is considered to be subject to
Federal income tax in the year when the
cumulative balance is actually paid to the
individual taxpayer upon his return to ac-
tive service, or to his beneficiaries after his
death or after a finding of death. In addi-
tion, your Department is faced with the pos-
sible necessity of setting up machinery, with
a consequent burden upon communications
in war zones, for making payment outside the
United States of accrued pay and allowances
to those whose benefits under section 251

of the code might otherwise be jeopardized.

You inquire, therefore, whether the mili-
tary pay of the ahsentee, subseguent to the
last period for which he had reczived pay-
ment, may be regarded as constructively re-
ceived by him as it accrues, and whether the
portion constructively received in any tax-
able year involved should be included in the
taxpayer's refurn for such year, if and when
it 1s filed, and not in the return for the year
of actual receipt of the cunrulative balance
gy the taxpayer, or by his estate after his

eath,

It is the opinion of thls Bureau that in-

“come ‘which is credited to a taxpayer's ac-

count or-set apart for him so that he may
draw upon it at any time is subject to Federal
Ancome,’ tax as constructively received . for
the taxable year in.which it is so credited. or

. set apart, even-though he does not then ac-
‘tually receive it inter his possession. To
.constitute constructive receipt, the income:-

‘must be credited or set apart to-the taxpayer
without any substantial limitation or restric-
tion as to:the time or manner of payment or
condition upon which payment is to be made.

It-must be made available to him so that he

may raceive it promptly at any time upon his
request, and its reczipt must thus, as between
a payor and payee, be brought within the

-payee’'s own control -and disposition (sec.

29, 42-2, regulations 111).

Your statement discloses that under the
procedure authorized by the Missing Persons
Act, supra, the military pay of an absentee
is credited to him monthly as earned, with-
out any restriction except the fact of his

-absence, -and that the allotments and the
family allowances. which he has authorized
‘or which are authorized by law are paid.each
.month fromrthe amounts so credited to him,

Futhermare, the Missing Persons Act ex-

‘pressly provides, in effect, that his pay shall

accrue during the period of his absence. He
therefore has a statutory and unqualified
right to the pay which became due him dur-
ing his absence in one of the statutes re-
ferred to in that act.

It is accordingly concluded that the pay
of the absentee accruing to him under the
Missing Persons Act is constructively re-
ceived by him as it accrues and is includible
in his gross income for the taxable year in
which it accrues. Pay due him or received
by him for services rendered after his re-
turn to duty, when the Missing Persons Act

.is no lohger applicable to him, is includible

in his: gross income for the taxable year in

which it is received.

Your questions relating -to the adminis-

“tration of section 251 of the Imternal Reve-

nue Code will be made the subject of a
separate communication.
Very r.ruly yours,
JozEPH D, NUNAN, Jr.,
Commissioner,

Mr. GEORGE. Now, Mr. President,
with respect to the excise taXes. There

“are certain excise rates increases which

were imposed by the Revenue Act of 1943
but which are automatically reduced ap-
proximately 6 months after termination

* coveries.
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of hostilities in the present war. Under
the existing law, the date of the termina-
tion of hostilities in the present war may
be determined either by a proclamation
of the President or by a concurrent reso-
lution of the Congress. The taxes affected
by the reduction include admissions,
liquor, beer and wines, electric light
bulbs, jewelry, furs, toilet preparations,
telephones, transportation of persons,
luggage, club dues, cabarets, billiard and
pool tables. The Secretary of the Treas-~
ury recommended that July 1, 1946, be
designated as the datethese reductions
should take effect. The House bill adepts
the recommendation of the Treasury in
this respect. Your committee makes no
change in existing law, as it is believed
that the entire question of excise tax in-
creases and war excise taxes should be
taken up as a whole in a later bill. There
are many eXcise taxXes which were
adopted or increased during the war, and
which will not be afiected by this provi=-
sion.

Your committee also extended to De-
cember 31, 1946, the benefits of sections
22 (b) (9) and 22 (b) (10) of the internal
revenue code: - Unless this action is taken,

‘the benefits of these seetions will expire

on Dzcember 31, 1845. Section 22 (b) (9)

_ provides for the exclusion fromr gross-in«

‘come of any inceme attributable to the
discharge of indebtedness through the
acquisition by a corporation of its own
securities at less than par. This section
is applicable to all corporations, including
railroads. Section 22 (b) (10) relates

‘only to railroad corperaticns, and pro-

vides for the exclusion from gross income
of income attributable to the modifica-
tion or cancellation of indebtedness as a
consequence of a reorganization resulting
frem receivership or bankruptcy.

There is also another amendment deal-
ing with the capital stock and declared

- value excess-profits tax for the year 1945.
‘Some corporations which have recovered
‘properties abroad which were seizzd by

the enemy will have to pay a declared
value excess-proefits tax on the income re-
sulting from the recovery of such prop-
erties, because they were unable to deter-
mine that they would recover these prop-
erties in sufficient time to declare them
for capital-stock-tax purposes. Your
committee has adopted an amendment
which permits such corporations to pay a
declared value excess-prefits tax for 1945,
equal to the capital-stock tax, of 114 per-
cent of the amount of the war loss re-
This puts the corporation in
the same position as if it had declared a.
value of capital steck proportionste to
the income from such properties for capi-

.tal-stock-tax purposes.

There are a few other technical
amendments in the hill, which are ex-
plained in the committee report.

Mr. President, with respect to the
revenues involved, I wish to present for
the Recorp a table taken from the report
summarizing the effect of this bill,

The PRESIDING OFFICER. With-
out objection, the table will be printed
in the REcoRD.

The table from the committee report
is as follows:
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Estimated net reductions in tax liabilities under the House bill and under the Finance Committee bill as compared with tax liability

under present law, calendar years 1946 and 1947

[In millions of dollarsl
Reduoetion in tax liabflities from present law
1946 J0471
Bource
Finance Financo
House bill | Committee | House bill | Committes
bill bill
1, Internsl revenue:
{1) Income, excess profits and capital stock taxes:
(a) Corporation taxes: ?

xeess-profits tax____ pbe 1,200 2,555 2, 555 2, 555
Normal tax and surtax. 405 43 645 63
Repeal of capital stock and declared-value e:ce.ss—pmﬂls taxes....... 183 231 243 231

Total corporation taxes 1,888 2,849 3,444 2,840

(t) Individual income taxes:

Allow same exemption for normal tax as for surtax__ 782 762 782 782
Reduce surtax rates by 4 per uﬁe points under House bill and by 3 percentage poinis under

Finance Committee n.mended ..................... 1,738 1,203 1,738 1,303
Provision for reduction of tax by at least 10 percent under House bill..... 11l bl ] WEE s e
Reduction of 5 percent in normal tax and surtax under Finance Committee bill. ... B b 550

Total individual income taxes, 2,627 2,044 2,027 2, (44

Total: Income, excess-profits and capital stock tAXeS. <o voccecacccc e e ccee e mee e am—— 4,515 5,403 6,071 5 493

(2) Miscellaneouns internal revenue, uxcluding capital-stock tax:

() Excises subject to war-tax rales
Liguor taxes:

Distilled sJ]irits&_ .
tod malt 1i

Fer
Wines

Total liquor taxes

Retallers' excise taxes:
Jowelry, ete.

Tﬂﬂe‘[, preparations.

Luggage, ete.

Total retailers’ excise taxes.

Talo]ihom tslemph radio, and cable fecilitics, ete. ...

Loca service
Trampoﬂ.ation of p

Admissio

Elsl.'.tﬂc-lighl: bulbs and tubes.

Club dues and initiation fecs

Bowling alleys, billiard and pool tables.

Total excises subject to war-tax rates

All other.

&b Use tax on motor vehicles and boats.

Total miscellaneous internal revenue excluding capital-stock tax

2, Employment taxes (net)
8. Customs

4, Miscellaneous receipts

Net receipts, gcmeml and special
Refunds on fleor stocks 4.

Net receipts less refunds on floor stocks.

1 Assumes, for comparative

the same general conditions In 1947 as estimated for 1246.

# Takes into account the following sequence in tax reduction or repeal: First, action on the excess-profits tax; second, action on the corporation normal tax and surtax rates;

and thtrd action on the capital stock and declared-value excess-profits
following sequence in tax reduction: First, action on normal tax exemption; second,
action ndueing 1ax by at least 10 percent from present law under the House bill, and by 5 percent (for all normal taxes an
refunds are classified by the Federal Government as expenditures,

i 3 Takes inito account 1.
+ Tax ref
Mr. GEORGE. Mr. President, one
other tax should be mentioned, and that
is the automobile- and boat-use tax.
The House bill repeals the tax as of July
1,1946. The Senate Finance Committee
bill contains the same provision, repeal-
ing that tax outright as of next July.
I should also make the statement, Mr.
President, that both the House bill and
the Senate Finance Committee bill freeze
the social-security tax for the old-age
and survivors’ insurance program at the
present rate of 1 percent, and do nof
permit it to increase to 212 percent on
January 1 next, as it would under the
present law.
Mr. ANDREWS. Mr. President—
Mr. GEORGE. I yield to the Senator
from Florida.

taxes.

Mr. ANDREWS. I wondered if the
main reason for the repeal of the $5 use
tax on automobiles was because of its
nuisance character and difficulty in col-
lecting it?

Mr. GEORGE. Mr. President, in an-
swer to my distinguished friend, I will
say that the automobile-use tax was defi-
nitely a war tax—ithat is, it was inserted
in the act for the purpose of raising reve-
nue when we approached preparations
for war. It is not a sound tax because
there is no graduation between the
values of different cars, the size of the
cars, or the weight of the cars, and we
were of the opinien that it should be
repealed beginning next July 1.

Furthermore, it has been a difficult tax
to administer. It is easy where the tax

action mdncing surtax rates by 3 or 4 percentage points; and

surtaxes) under the Firance Committee bill,

is voluntarily paid, but there has always
been .at least a suspicion, if not more
than a suspicion, that many people
avoided payment of the use tax. At any
rate, it was definitely a tax which was
inserted in the law for the purpose of
raising revenue, and it was not regarded
as entirely a sound tax, except for the
purpose of producing revenue, and,
therefore, was not considered as a per-
manent tax in the first instance. Its
repeal will result in the loss of $140,000,-
000 or more of revenue, depending, of
course, on how many automobile owners
and users would have paid the tax.
Mr. ANDREWS. I had gotten the
idea that the theory of this tax had
nothing to do with the size of a car,
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but one car on a highway is just as dan-
gerous as another and one car on a
highway uses about as much space as
any other car on a highway. It had
seemed to me that it is a tax which is
easy to collect, without fees or cost to
the Government, involving merely the
purchase of a stamp and putting it on
the car, but if it is a war tax and was
imposed for that purpose, under the
theory of such taxes, perhaps it should
now be dropped. I may say, however,
that in the case of many people—and I
should say millions of them—this is the
only tax they ever pay into the Federal
Government. There are millions of
such people who use the highways and
they ought to have some part in keeping
them up and also in maintaining the
Faderal Government.

Mr. GEORGE. The statement of the
Senator from Florida is probably correct,
but the Senate Committee on Finance—
and the House commiftee undoubtedly
took the same view, as did the House of
Representatives—that is, they thought
it would be advisable to repeal the tax.

Mr. ANDREWS. I shall abide by that
decision. I desire to ask the Senator one
more question relative to the examption
of servicemen from the payment of cer-
tain income taxes for the past 2 or 3
years. Undoubtedly many of them have
been overseas and when they return to
the United States they find that they
owe income taxes. As the Sznator will
remember, I introduced a bill at the last
session of Congress to aid the small in-
comec group of servicemen in that situ-
ation.

Mr. GEORGE. The
Florida is correct. He did introduce
such a bill. However, the bill now be-
fore the 32nate excludes all service pay
of all members of the armed forces of
the United States in the computation of
their income taxes if they are not com-
missioned officers. In other words, all
the2 enlisted personnel under this bill
would be in effect forgiven, during the
entire war period, all their income taxes
which would otherwise be imposed on
account of their service pay. Of course,
if they have independent outside income
from investments, or something in the
nature of investments, they are taxable
upon such income; but no serviceman be-
low the rank of a commissioned officer
will be required to pay any tax upon his
service pay, or upon any payments made
by the United States Government fo him
on account of his service, nor will he be
required to make a return for any one
of the war years if he has no income
exceptl his service pay and allowances.

Mr. ANDREWS. I am very happy to
hear the distinguished Senator give that
assurance. That was the condition I
especially wanted to make sure of.

Mr. SALTONSTALL. Mr. President,
will the Senator from Georgia yield?

Mr. GEORGE. I yield.

Mr. SALTONSTALL. I have been ap-
proached on the subject of excise taxes
and the black market, the statement
being made that the high excise taxes
led to bklack markets, particularly in
relation to jewelry, and there is a con-
siderable jewelry business in Massachu-

setis.
The bill as it passed the House reduced
the tax as of June 30, 1946, and the

Senator from
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Senate committee bill does not. I should
like to ask the chairman if any evidence
was presented to his committee on the
subject of black markets and high excise
taxes, particularly with relation to
jewelry?

Mr. GEORGE. I do not recall such
testimony, or any evidence on that point.

Tre committee recognized that there
should be a reconsideration of certain
excise taxes, but the House merely re-
duced those taxes which were increased
by the act of 1843. There were many
other burdensome taxes in the nature of
excise taxes, or excise taxes, which were
imposed or increased in 1941 and 1942.
They were not affected by the bill as it
passed the House. The Finance Com-
mittee was decidedly of the opinion that
we should study the whole excise tax
picture before we undertook to deal with
the excise taxes.

Further, if the President should at any
time between now and January 1 de-
clare the war to be at an end, the present
law would do as much as the House bill
does, that is, it would reduce to their
prior levels these taxes which were in-
creased in 1943.

Mr. SALTONSTALL. In other words,
the position of the committee is that the
whole subject of excise taxes should be
considered together with a view to their
ultimate reduction to peacetime levels,
rather than do it piecemeal at the present,
moment?

____Mr. GEORGE. That is exactly correct

and I may say that the chairman of the
Committee on Ways and Means of the

. other House assures me that a general

tax revision study will be commenced
very shortly afier the turn of the year,
and thus even before July 1 we will have
time to look into this whole plcture.

Mr. SALTONSTALL. I thank the
Senator.

Mr. BILBO. Mr. President, will the
Senator from Georgia yield?

Mr. GEORGE. I yield to the Senator
from Mississippi.

Mr. BILEO. Not having had an op-
portunity to read the bill or the report, I
hesitate to ask the question I have in
mind, because it may be covered in the
report on the bill, but I have received
many requests from my constituents
about the tax on toilet articles sold in
drug stores. I have been in the drug
business, and know something about it.
Does the committee bill make provision
for the imposition and collection of this
tax at the source of supply of such
articles, or will it still be up to the indi-
vidual retailer to charge the tax and
make reports?

Mr. GEORGE. The Senate Finance
Committee bill did not make any change
in the existing excise taxes, except the
repeal of the auto use taXx. The com-
mittee has of course considered the ques-
tion whether or not the tax on toilet
articles, the item to which the Senator
refers, should not be imposed at the
source, at the manufacturer’s level.
‘When we provided this tax originally, we
reached the conclusion that it should be
imposed at the retail level.

Mr. BILBO. Would the Senator be
inclined to accept, for conference pur-
poses if nothing else, an amendment to
the pending bill imposing this tax at the
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base of supply of toilet articles? Having
had practical experience in the drug
business, I can readily envision the duties
the retailer has to perform in keeping a
record of so many small articles which
are in his line of merchandise, when it
could be done by the manufacturers at
little cost.

Mr. GEORGE. I will say very frankly
that I personally agree with the Senator
from Mississippi; I think it would be
wiser to impose this tax at the source.
But we propose to look into the whole
question of excise taxes, and what the
Senator suggests is one of the very things
we will consider. If this tax remains in
the law, that question will be considered.

Mr. BILBO. In other words, the Sen-
ator gives us assurance——

Mr. GEORGE. If this tax is contin-
ued, when we come to the consideration
of a comprehensive tax bill, which we
will do within a very few weeks——

Mr. BILBO.. A very few weeks?

Mr. GEORGE. Yes, early next year;
if we retain this tax, the question of
whether it should be imposed at the man-
ufacturer’s level will be given considera-
tion.

Mr. BILBO. With that assurance 1
shall not pursue the subject further, but
I wish to ask about another tax concern-
ing which I have received many letters.
What has the committee done with the
tax on tickets to picture shows?

Mr. GEORGE. We lave not dealt with
the admissions tax. . That would be auto-
matically reduced if the Presidznt, or the
Congress by concurrent resolution,
should declare hostilities to be at an
end, that is, on the first day of the month
occurring six months after such ter-
mination date; and under the bill as it
passed the House, if that should prevail
in eonference, the tax would be reduced
on July 1 next year.

Mr, BILBO. How much did the House
reduce the tax?

Mr. GEORGE. The tax under the
present law is 1 cent for each 5 cents or
major fraction thereof. The House made
the tax 1 cent for each 10 cents or major
fraction thereof. In other words, that
is one of the taxes which the House car-
ried back to rates in effect prior to 1943.

Mr. BILBO. Would the Senator look
with favor on an amendment to reduce
the taXes on all amusement tickets cost-
ing helow 40 cents? The picture show
is the one great amusement source for
millions of poor people, and the children
of the Nation, and it seems to me there
should be relief from the imposition of
this tax on these people for this form of
amusement, or recreation, or whatever
we may call it. At best the picture shows
are not making enormous profits in their
line of business, I am informed. Would
the Senator look with favor on an
amendment to eliminate the tax on
tickets for amusement where the charge
is less than 40 cents?

Mr. GEORGCGE. 1 should be glad to
give consideration to the suggestion, but
I hope we may be able to have a re-
consideration of all the excise taxes in
the early months of next year.

Mr. BILBO. That would be included?

Mr. GEORGE. Yes; that would be in-
cluded.

Mr. BILBO. Very well.



1945

Mr. KNOWLAND. Mr, President, will
the Senator yield?

Mr. GEORGE. I yield.

Mr. ENOWLAND. I should like to in-
quire of the chairman of the Finance
Committee whether, from his point of
wview, it would net have been possible
to iaclude in the pending tax bill a pro-
vision dealing with Army enlisted per-
sonnel rather than to have to depend on
another piece of legislation to take care
of that matter. Is there any practical
problem involved which would make it
impossible to include such a provision
in the pending tax bill?

Mr. GEORGE. The bill now before the
Senate does exclude the service pay of
all enlisted men, that is of all men in
the armed forces or services below the
commissioned ranks. Tax on enlisted
men’s pay is completely excluded, and
the reguirement for a return is likewise
eliminated.

Mr. KNOWLAND. I understood the
chairman of the Finance Committee to
make some reference to another piece of
legislation which would cover that sub-
ject.

Mr. GEORGE. There are other prob-
lems which will be studied. I had refer-
ence to certain other problems affecting
the veterans. But so far as the entire
enlisted personnel in the armed forces
during the whole war period is concerned,
all payments made by the Government
of the United States for their services
will be excluded in computing income
taxes. They will receive refunds in those
instances where they have actually paid
the taxes, as some of them have.

Mr. LANGER. Mr. President, will the
Senator from Georgia yield to me?

Mr. GEORGE. I yield to the Senator
from North Dakota.

Mr. LANGER. I wanted to inguire
where in the hill there is provision for
taxing refugees who came into the United
States and who made, as I understand, a
profit of $800,000,000?

Mr. GEORGE. Neither the bill as
passed by the House nor the bill as it
came from the Finance Commitiee deals
with the capital-gains tax at all. It does
not touch the capital-gains tax. The
Bureau of Internal Revenue and the
Treasury and the joint committee staff
are now studying the problem of which
the Senator has spocken. If legislation
is indicated, that is, if the taxes cannot
be imposed and collected under existing
law, certainly that will be one of the mat-
ters to be dealt with in a postwar tax bill,

Mr. LANGER. Some of the refugees
will have gone back home before we get
around to taxing them, will they not?

Mr, GEORGE. Efforts are now being
made to collect the taxes, and they can-
not return to their homes without pay-
ing all the taxes which are claimed
against them. So the Treasury or the
Bureau of Internal Revenue will not be
prejudiced by passing this matter over
until they have determined whether un-
der existing law they can reach the situa-
tion indicated by the Senator’s question,
or whether additional legislation is nec-
essary.

Mr. LANGER. May I inquire if the
Senator has any objection to giving me
his opinion as to whether or not the
Treasury Department has authority to
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collect: taxes on the profits made by ref-
ugees?

Mr. GEORGE. The Treasury De-
partment is of the opinion that it now
has the authority and power to reach
such cases, and I assume its opinion is
quite well taken,

Mr. LANGER. I should like to make
an inguiry relative to the cosmetics tax.
The Senator will recollect that about a
year age the question arose concerning
a provision in the law whereby those op-
erating beauty parlors had to pay a tax,
whereas those who were selling cosmet-
ics otherwise, such as department stores,
did not have to pay a tax. Is a change
made in that situation under the pend-
ing bill?

Mr. GEORGE, It has not been dealt
with by this bill.

‘Mr, LANGER. The 20-percent tax will
apply?

Mr. GEORGE. I think it would be af-
fected by the bill as it came from the
House if the House bill should finally be
approved, because it is my recollection
that tax was increased in 1943. It would
drop from 20 percent to 10 percent, un-
der the House bill if it should be ap-
proved.

I may say to the Senator—repeating
what I have already said—that many of
the excise taxes would not be reduced
under the hill as it came from the House,
and it was the opinion of the committee
that we should study the whole group of
excise taxes very carefully before we un-
dertook to legislate, and not deal piece-
meal with the excise taxes. For instance,
there is a tax on stoves, gas, and oil
ranges, electric ranges—1I believe it even
extends to wood burners—which was not
increased in 1943 at all, and certainly
that tax is one of those for which very
little justification can be found at this
time. It also was put on during the war.
Therefore we prefer to postpone the
whole matter until we consider a tax bill
when Congress returns after Christmas,
when we can study all the excise taxes.
But if we had dealt with some excise
taxes in this bill, the House having dealt
with some, we would have gone about it
by a sort of piecemeal selection without
a study of the whole picture. Many of
them, of course, should come off entirely
as soon as it is practical to do so. At the
same time we will probably find it neces-
sary to retain a rather wide base of real
luxury excise taxes in order to remove
from income taxpayers as much as pos-
sible of the burden now resting on them,

Mr. LANGER. May I inquire how the
farmers are affected? The farmer, as I
understand, under the present tax law
pays on his net profit. As the Senatar
very well knows—and I have heard him
say it many times, and I know he is in-
terested in farming—in some parts of this
country, about the greatest gamble there
is in the United States is for a man to put
in & crop. The farmer pays a tax, as I
understand, on his entire net. Is that
correct?

Mr. GEORGE. On his net income, but
he is given now exemption for himself
and all his dependents.

Mr. LANGER. Oh, yes.

Mr. GEORGE. Against both the nor-
mal and the surtax.
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Mr. LANGER. I should like to make
another inquiry of the Senator. If a
man gambles on the grain market and
buys wheat or cotton which does not ex-
ist, does he pay on his net profit or does
he pay on only 25 percent of his profit?

Mr. GEORGE. I would not be able to
answer the Senator, No universally ap-
plicable affirmative or negative answer
can be made. It depends entirely on
whether that is his business, or whether
he is simply taking a flyer in the market,
on hew long he holds his grain contracts,
and so forth.

Mr. LANGER. What I am trying to
find out is whether an ordinary citizen
making a living by gambling in grain
pays on his net income or whether he
does not.

Mr. GEORGE. He would pay if that is
his regular busines. If that is what he is
doing, then he would pay on his net in-
come,

Mr. LANGER. Suppose it is not his
regular business. Suppose he is a doctor,
and he decides to buy a half million
bushels of wheat, and holds the wheat 6
months and makes a profit of $10,000.
Does he pay a tax on the $10,000, or does
he pay a tax on $2,500?

Mr. GEORGE. If he holds it for more
than 6 months it would become a capital
gain and he would be entitled to pay a
tax of not more than 25 percent of the
gain. But if he does not hold it for 6
months he must account for it as a short
term gain. And if he loses, he does not
get very much advantage by way of a
loss.

Mr. BARKLEY. In other words, if the
Senator will yield at that point, if he
happens to lose instead of gain, he does
not get much credit by reason of the loss.

Mr. GEORGE. Very little.

Mr. LANGER. The farmer does not
either if he puts in a crop and loses.
That is true, is it not? The farmer can-
not carry his loss from 1 year to the next?

Mr. GEORGE. If he is an income
taxpayer at all and he has a loss or an
entire failure of his crop, he can take his
loss and can carry it over.

Mr. LANGER. What is that?

Mr. GEORGE. He can earry it ever
because it is a part of his trade or busi-
ness loss.

Mr. LANGER. What I am trying to
get at is whether the grain gambler is
favored over the farmer who loses his
crop?

Mr. GEORGE. I would not think so.
We have a capital-gains tax in our reve-
nue law, but the capital-gains tax is not
dealt with in this bill at all. The income
tax is dealt with, and those in the lower
brackets whose net incomes is low will
find that this bill gives them considerable
relief, More than 12,000,000 persons are
taken off the tax roll entirely.

Mr. LANGER. I understand that, and
I am in favor of it.

Mr. GEORGE. That includes farmers
as well as others.

Mr. LANGER. I am trying, if I can,
to find out the comparison between the
farmer vho actually produces the erop
and takes all the risk and the gambler.

Mr. GEORGE. The farmer who pro-
duces the crop is like the merchant or
anyone else who buys a stock of goods
and takes all the risk. If he engages in
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capital transactions, he is treated just as
every one else is treated. But there is
no necessary relationship between his
ordinary operations and capital-gains
transactions. If he buys a farm and
holds it {or 6 months and then sells it,
he pays a capital-gains tax if he realizes
a capital gain.

Mr. LANGER. I am trying to obiain
g comparison between the farmer who
actually raises a crop of cotton or wheat
and the man who gambles in it.

Mr. GEORGE. I am glad to say that
there is no comparison. In the first
place, there is no comparison between the
iwo men. The farmer is taxed on his
income derived from his business, as is
the merchant, the baker, the candle-
stick maker, the doctor, the lawyer, and
everyone else, if he is operating as an
individual. If he engages in capital
transactions and has capital gains or
capital losses, he has the same benefit as
anyone else who engages in similar trans-
actions.

Mr. LANGER. To repeat, if a doctor
or anyone else buys half a million bush-
els of grain and holds it for more than
6 months and sells it at a profit of $10,-
009, say, is he taxed on the whole $10,000,
or is he taxed on 25 percent of it?

Mr. GEORGE. If it is a capital gain—
and I understand from the Senator’s
question that it would be a capital gain—
if he buys land, wheat, stocks, or any
other kind of property not connected
with his ordinary business, and makes a
capital gain, he is not taxed on the full
gain if it is a long-term gain, that is, if
he holds the property as a capital asset
for 6 menths or more.

Mr. LANGER. How much is he taxed?

Mr. GEORGE. At most, 25 percent of
the gain.

Mr. LANGER. If a farmer raises a
crop he is taxed on everything he makes,
but if a gambler holds——

Mr. GEORGE. He might be taxed 3,
23, or even 50 percent on his nef income.
He pays a tax on his net income at the
rate provided for the bracket in which
his income falls.

Mr. LANGER. But if a gambler specu-
lates and holds property for more than
‘6 months, he is taxed on only 25 percent
of his net gain. Is not that correct?

Mr. GEORGE. The tax cannot exceed
25 percent of the gain, unless that is his
regular business. If it is his regular busi-
ness, he is taxed on his entire net income.
I cannot make it any clearer to the
Senator.

Mr. LANGER. Does the Senator think
that is fair?

Mr. GEORGE. Of course it is fair.
The law applies to all alike. It makes no
difference whether I am a farmer or not,
It so happens that I am a farmer, but it
makes no difference. If I go into the
market and buy something—lands,
stocks, or anything else—and realize a
capital gain upon the transaction, I am
entitled, as is any other taxpayer, to take
the benefit of the capital-gains tax. IfI
suffer a loss, I get very little benefit from
a tax standpoint. In my case there
would be practically no benefit. On my

‘net income from the farm, to which, of
course, is added my salary, because the
farm is not incorporated, I pay my tax.
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I am operating as an individual. The
income from the farm is added to my
salary, and I pay at the rate which my
net income indicates. That is, I pay the
rate applicable to the bracket in which
my net income happens to fall, I think
it is entirely fair.

I believe that the British have a much
sounder system. It is not necessary to
discuss the philosophy of it at this time,
but I believe that the British system is
much sounder. As a general proposition
they do not recognize ordinary gains and
losses as true income, and therefore do
not tax them at all. But we have a capi-
tal-gains tax. It is applicable to every-
one who, outside his regular business,
makes a capital investment on which he
realizes a gain or aloss. We have broken
it down into brackets. The capital-gains
tax is perhaps based on the theory of dis-
couracirg speculation by requiring the
holder of a security to keep it for 6
months or more before he can realize a
capital gain upon it and get the benefit
of the 25 percent rate.

The PRESIDING OFFICER. The
question is on agreeing to the first com-
mittee amendment.

Mr. BUCK. Mr. President, will the
Senator yield?

Mr. GEORGE. Does the Senator wish
to ask a question?

Mr. BUCK. I do.

Mr. GEORGE. I yield to the Senator
from Delaware.

Mr. BUCK. Does the Senator care to
indicate why the committee felt it pru-
dent to raise the tax rates on small
corporations with incomes between
$15,000 and $60,000, as compared with the
rates which the House fixed?

Mr. GEORGE. Actually, the bill as
reported by the Senate Finance Commit-
tee is more favorable to the corporation
with a small income, a net taxable in-
come of less than $15,00). Beyond that
point, the relief afforded by the Senate

‘bill is less than the relief given by the
‘House.

That results from the applica-
tion of a principle which we were trying
to apply in an effort to get away from
the rather crude “notch” system which
exists under the present law. It is true
that the result is that the corporation
with a net income between $15,000 and
$60,000 would pay a somewhat greater
tax than under the House bill, although
it would be less than under existing law.

Mr. BUCK. The rates between $15,000
and $60,000 are somewhat higher. It
seems to me that the smaller corpora-
tions are the very ones which we should
help all we can in the reconversion period.

Mr. GEORGE. The committee agreed
with the general philosophy of the Sena-
tor, and was making an effort to give as
much relief as possible to corporations
which may be described as small corpo-
rations. We therefore decided, first, that
we would make special provision for all
corporations with incomes of $60,000 or
less. What the committee has done, of
course, represents relief as compared
with the present law; that is, it is a re-
duction as compared with the burden un-
der the present law. As the Senator says,
and as I pointed out in my statement to
the Senate, the rates are somewhat high-
er than those in the House bill for corpo-
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rations having incomes between $15,003
and $60,000. However, it should be
pointed out that 200,000 of the 260,000
corporations estimated to have incomes
in 1946, are expected to have incomes of
less than $15,000.

Mr. BUCK. Is it not true that the
savings which the Government would
make by reason of the Senate committee
rates for small corporations, as compared
with those of the House, are cffset by the
reductions in rates recommended by the
commitiee in the case of individual in-
come taxes?

Mr. GEORGE. Yes; that is true.
However, the reduction in revenue to the
Government under the terms of the bill
as it came from the House would be
about as great as that under the measure
recommended by the Senate committee.
The arrangement of the individual in-
come-tax rates in the bill as it came from
the House would represent about as large
a reduction in revenue to the Govern-
ment as would be the case under the bill
reported from the Senate committee.
On page 20 of the report the Senator will
find a table showing the effective rates
on incomes of so-called small corpora-
tions, that is, corporations with incomes
not exceeding $£60,000.

Mr, BUCK. I have that table before
me.

Mr. O'MAHONEY. Mr. President, if
the Senator from Georgia will yield, I de-
sire to address one or two questions to
him, if he will be good enough to indulge
me,

Mr. GEORGE. I am pleased to yield
to the Senator from Wyoming.

ABUSES OF CARRY-BACK FROVISIONS

Mr. O'MAHONEY. Mr. President, let
me say in the first place that, in common
with all other Members of the Senate, I
appreciate the complexity of the task
which the Finance Committee has been
called upon to perform. The chairman
of the Finance Committee will, however,
I am sure, recognize that those of us
who have not had the advantage of serv-
ing upon the committee, and now for the
first time have the opportunity of exam-
ining the bill and the report, may find it
just a little difficult to understand pre-
cisely what has been done and what the
general effect will be.

In glancing over the report, on page 19
I find this paragraph to which I should
like to draw the attention of the Senator:

The 2-year carry-back of unused excess-
profits credits is retained for 1 year beyond
the repeal of the excess-profits tax. Thus
it will be possible to carry back unused ex-
cess-profits credits arising in 1946 to 1944

and 1945 and reduce the excess-profits tax
paid In these years.

Do I correctly understand that to mean
that under this bill, which undertakes to
repeal the excess-profits tax, there never-
theless will be a continuation of the
carry-back provisions, which in some
cases—perhaps in many—will result in
reducing the excess-profits tax already
accrued for 1944 and 1945?

Mr. GEORGE. Mr, President, if the
Senator will permit me, let me say that
the loss carry-back provision applicable
to the excess-profits tax does permit a
carry-back of a loss against the taxes
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actually paid during a profit year. The
theory of the loss carry-back is simply
that in a war period, with rapidly fluc-
tuating prices and with rapidly fluctuat-
ing inventories, it is not quite possible for
any taxpayer to be said to have made a
profit unless more than 1 year is con-
sidered. In an erdinary, normal period
in many cases it is dificult enough to de-
termine whether profits have actually
been made. But particularly is that true
in a war period. So there are two types
of loss carry-back. One is the loss carry-
back of losses sustained. That is not
affected by this bill, and of course that
continues. Then there is the loss carry-
back of the unused excess-profits credit,
If a corporation has an unused excess-
profits credit in any year, it may earry it
back as against tazes actoally paid in
the two preceding years. That is th
general or ordinary principle.

The Secretary of the Treasury recog-
nized that it weould not be equitable or
fair fo cut off the excess-profits taxpayers
without seme advantage accruing from
the unused excess-profits credit available
to them. But he did say that he did not
think the unused excess-profits credit
should be continued for more than 1 year
after the repeal of the tax.

Mr. OMABONEY. Well, will this
credit which may be carried back against
the accrued taxes of previous years be a
credit aceruing under this bill, that is to
say, a credit which aeccrues in the future?

Mr. GEORGE. If the taxpayer has an
unused excess-profits credit arising in
1946, it may be carried back to 1945 or
1944.

Mr. O'MAHONEY. Well, we are now
in 1945.

Mr. GEORGE. Yes.

Mr. OMAHONEY. Therefore, it would
seem to me that this proposal has the
effect of making it possible for a cor-
poration which has made an excess profit
and has become liable for an eXcess-
profits tax during the war years fo apply
against that war tax a credit which will
be earned in a peace year.

Mr. GEORGE. That is true. That is
what the provision is intended to do. Let
me to say to the Senator that in trying to
devise an equitable excess-profits tax
we were confronted with innumerable
problems: First, what credit were we go-
ing to fix? Everything a corporation
makes is not excess profits.

Mr. O'MAHONEY. Oh, no.

Mr. GEORGE. It might be only $1..

Therefore, we had to fix a measure for
determining excess profits. We had to
determine how we should deal with de-
clining inventories and undermainte-
nanee,

Mr. O'MAHONEY. I realize that it is
a problem of great complexity.

Mr. GEORGE. Let me fnish, please;
I shall be very brief.

There was suggested on the part of the
railroads and various other corporations
that they be allowed to set up a deferred
maintenance reserve. They could not
make the improvements during the war.
They said, “Therefore, let us have a re-
serve which we can now set up, which we
can use after the war to do the things
we should have been doing during the
war.” Then there was a larger group of
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corporations which said, “We want and
we must have, if we are to be saved from
bankruptcy, a depreciation reserve or an
inventory reserve to meet our problems.”

What happened was that we did not
grant the relief which either group asked
for, or even the relief which other types
asked for. We provided for a carry-back
provision. Subsequently, because of
great ineguities which we found develop-
ing, we provided for an unused excess-
profits eredit carry-back.

I should like to say further to the Sen-
ator that we recognized that there were
some corporations which were in a posi-
tion to take advantage and which might
take great advantage of even this 1-year
carry-back of unused execess-profits
credit.

In the part of the report which appears
on page 30, the following is pointed out:

There is danger that the operation of the
unused excess-profits eredit carry-back pro-
vision, particularly in 19468, may make possi-
ble certain abuses. These potential abuses
might arise through various devices or trans-
actions entered into wholly or in large part
for the purpose of obtaining refunds of war-
time excess-profits taxes through umused
credit carry-backs, or through transactions
having the apparent effect of creating carry-
back refunds in situations unrelated to the
purpose and intent of the provisions allow-
ing carry-backs. While various tax-avoid-
ance schemes are already dealt with either by
express provision in the internal-revenue
laws or through court deeisions, your com-
mittee will give further consideration to toe
necessity or desirability of retroactive legis-
lation in this commection.

I think a typical example would be in

the case of a corporation which, through
1946, had merely maintained a skeleton
organization, very largely hoping to
realize profits out of the application of
this very principle, and therefore the
necessity of a further study and further
legislation in order to meet the abuses
if, as, and when they may arise.

Mr. O'MAHONEY. I appreciate the
Senator’s reference to that aspect of the
situation, because I was about to raise
that question, having read the sentence
from the report on page 19. However, it
is recognized in the report that this
carry-back is subject to abuse. The ree-
ognition by the committee of the fact
that it is subject to abuse and inequities,
and the declaration which the Senator
Jjust read from page 30 of the report, con-
stitute, in the Senator’s opinion, I take
it, as well as in the opinion of other mem-
bers of his committee, sufficient noftice
to taxpayers that abuses will not be
tolerated.

Mr. GEORGE. They will not be
tolerated. The Senafor is entirely cor-
rect. That fact undoubtedly was in the
mind of the Secrefary of the Treasury
when he asked for a reduction of the
period from 2 years to 1 year.

Mr. O'MAHONEY. Of course, we are
all fami!ia.r with the fact that advantage
is always taken of the letter of any tax
law in order to create losses which may
be deducted from taxes due. That, of
course, is something which should he
avoided, particularly when having
emerged from the war we create a sys-
tem by which, apparently, losses which
might be voluntarily incurred during
peacetime could be set aside as deduc-
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tions against profits which had been
properly a subject of high taxation dur-
ing the war.

Mr. GEORGE. The Senator is quite
correct. We incorporated this provision
at two places in the bill in order to serve
as a warning. We have the happy ad-
vantage of being able to enact retroac-
tive legislation in order to meet any situ-
ation of the kind which the Senator ap-
prehends will arise and, frankly, I think
it will arise in some cases.

Mr, O'MAHONEY. It occurs to me as
being appropriate to suggest that it
might be of information fo the Senate
if the chairman would request the staff
of the Finance Committee to prepare
a memorandum to be inserted in the
Recorp, setting forth in a little more de-
tail the character of the abuses and in-
equities to which reference has been
made. I belfeve that in passing upon the
bill we should know just what kind of
abuses are likely to accur.

Mr. GEORGE. Mr. President, I may
say to the Senator that the staff.is at
work on the problem, and we do not want
to become committed or frozem to any
enumeration of circumstances which we
might wish to upset by subsequent legis-
lation.

Mr. O'MAHONEY. It would be pos-
sible to disavow any purpose of becom-
ing committed.

Mr. GEORGE. It is sufficient to say
that if any abuse occurs we will have
the power and right to correct it by ret-
roactive legislation. That is why we
were at great pains to emphasize at two
places in the report not only the possi-
bility but the certainty that further
steps will be taken if those abuses actu-
ally occur.

Mr. OMAHONEY. I compliment the
chairman of the committee for taking
that position.

Mr. GFORGE. I helieve that in 90
percent of the cases no abuse will occur.

Mr. OMAHONEY. I still believe that
it would be of great benefit to the Mem-
bers of the Congress, and to the public
as well, to know the type of abuse and
inequity of which the committee has
already apparently taken cognizance.

Mrz. President, there is another gues-
tion which I wish te propound to the
Senator from Georgia. Unfortunately
I was not able to be on the floor of the
Senate, because of a meeting of the
Appropriations Commitiee, when the
Senator began his exposition of the bill
at approximately 11 o'cloek this morn-
ing. 1 do not find, in running hastily
through the report, an estimate of the
revnue from corporations which is likely
to be received under the bill as revised
by the Senate committee, and an esti-
mate of the revenue likely to be received
from individuals. Has such a table been
prepared?

Mr. GEORGE. The tables on pages 4
and 5 of the report supply the informa-
tion. They show the estimated tax lia-
bilities under present law, under the
House bill and under the Finance Com-
mittee bill. Estimated net reductions in
tax liabilities under both the House and
Senate hills appear on page 5 of the
report.

Mr. OMAHONEY. I thank the Sen-
ator. I shall be very glad to examine
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the tables to which the Senator has
referred. :

I notice on page 6 of the report, under
the heading “General discussion of
recommended individual income-tax re-
ductions,” in the second paragraph, the
following statement:

The revenue loss from this provision is esti-
mated at $782,000,000.

I accept that as being a statement that
the committee is of the opinion that the
revenue loss, by reason of concessions
granted to individual income taxpayers,
will be only $782,000,000, while on page
19 of the report——

Mr. CEORGE. No:
incorrect.
provision.

the Senator is
The reference is only to one

Mr. O'MAHONEY. Oh, yes. What is
the total? -

Mr. GEORGE. The total is $2,644,-
000,000. That figure appears in the table
on page 5 of the report. It applies only
to individuals. The loss to which the
Senator first called attention results from
the application of the surtax exemptions
to the normal tax.

Mr. O'MAHONEY. Oh, yes.
only one item.

Mr. GEORGE. It is only one item.

Mr. O'MAHONEY. There are several
items, and the total, as I understand the
Senator, of reductions on individuals will
be greater than two and one-half billion
dollars.

Mr. GEORGE, It will be $2,644,000,000.

Mr. O'MAHONEY. How does that
figure compare with the reduction which
will be granted to corporations?

Mr. GEORGE. The estimated reduc-
tion in the case of corporations is $2,849,-
000,000.

Mr. O'MAHONEY. The reduction for
corporations is slightly more, therefore,
than is the reduction for individuals?

Mr. GEORGE. It isslightly more, but
there is an automobile use tax involved,
the removal of which will actually bene-
fit individuals, and the loss there is esti-
mated to be $140,000,000. There is not
a large difference between the two figures.
INDIVIDUALS PAY MORE TAXES THAN CORPORATIONS

Mr. O'MAHONEY. Mr. President, I
should like to invite attention of the
members of the Senate Finance Commit-
‘tee, as well as all other Members of the
Senate, to the fact that there has been a
change in the source of the bulk of the
national revenue during the war. Prior
to 1944 the corporation income-tax law
always resulted in a much larger revenue
to the Federal Government than did the
income tax on individuals. During the
year 1944 for the first time the rates on
individual income taxes were so raised
that the receipts from individuals ex-
ceeded the receipts from corporations by
considerably more than $3,000,000,000.
That was true also in 1945. An inquiry
of the Treasury Department elicits the
information that the estimates for 1946
are not available, but, Mr, President, I
think that this is a matter of great sig-
nificance. In 1940, for example, the indi-
vidual income taxes amounted to $982,-
000,000, whereas corporate income taxes
amounted to $1,148,000,000. In 1941 in-
dividual income-tax receipts to the Fed-
eral Treasury amounted to $1,418,000,000,
while corporation taxes amounted to $2,-

That is
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053,000,000. In 1942 individual income
taxes increased to $3,263,000,000, and
corporate income taxes increased to $4,-
744,000,000. In 1943 the comparison was:
Individual income taxes, $6,620,000,000;
corporation income taxes, $3,669,000,000.
In 1944, however, there came a tremen-
dous change. Individuals on their in-
come taxes for that year paid the stu-
pendous sum of $18,261,000,000, while
corporation income taxes amounted only
to $14,767,000,000. I say “only” by com-
parison. In 1945 the fizures were indi-
vidual income taxes, $19,034,000,000; cor-
poration income taxes, $16,027,000,000.

There must be some significance to
these figures, and I should like to have
them explained.

Mr. HAWKES. Mr. President——

Mr. O'MAHONEY. I yield to the Sen-
ator from New Jersey.

Mr. HAWKES. I merely wanted to ask
the Senator a question. Does he not
think it fair in making that analysis to
point out that a very substantial part of
the income on which taxes were paid in
the hands of individuals came from the
corporations in the form of dividends,
and so forth? So, in reality, there was
a double taxation paid on corporation
receipts. .

Mr. OMAHONEY. That, of course, is
a factor which is worth considering. I
am asking thess questions in order to
chbtain a little information upon the sub-
ject.

Mr. HAWKES. I am not questioning
the Sznator’s purpose; I know what his
purpose is. The only thing I have in
mind is to point out that a very substan-
tial part of the $19,006,000,000 paid by
individuals in the form of income taxes
came really from corporations.

Mr. O'MAHONEY. 1 would not want
to say of this bill that it provides benefits
for corporations but high taxes for in-
dividuals.

Mr., HAWKES. No. I agree with the
Senator absolutely.

Mr. O'MAHONEY. 8o that it is im-
portant to know the significance of these
figures. I am moved to make this ob-
gervation: One of the serious aspects of
our whole economic problem is that we
have changed from an individual econ-
omy to an organized economy. The large
corporation has had a more favored posi-
tion than the small corporation, and
both—certainly the large corporation—
have had a much better place in the econ-
omy than the individual has had. The
large corporation is able to sustain itself
on reserves or carry-back provisions,
whereas the individual does not have the
opportunity quite so easily to protect
himself. We should be on our guard, it
seems to me, against passing a tax bill,
the effect of which would be to emphasize
this transformation from an individual
economy to an organized corporate econ-
omy.

Mr. GEORGE. Mr. President, I think
the Senator is entirely wrong in his
premises.

Mr. O'MAHONEY. I am asking ques-
tions, may I say to the Senator?

Mr. GEORGE. We have an individual
income-tax liability base at the present
time of $43,476,000,000. That is the total
surtax net income—$483,476,000,000.

OCTOBER 24

Mr. O'MAHONEY. From what is the
Senator reading?

Mr. GEORGE. From page 46.

Mr. O'MAHONEY. Of the hearings?

Mr. GEORGE. Yes; page 46 of the
hearings, part I. As the corporation
base is only $16,000,000,000, of course,
more revenue is obtained from the $43,-
000,000,000 base than from the $16,000,-
000,000 base.

Then, too, the individual rate is very
high. It goes up beyond 90 percent on
individuals, and it is only by virtue of a
cut-back that it is held to 80 percent; it
would be right up to the roof if it were
not cut back under existing law. Indi-
viduals do not get sufficient relief in this
bill, I grant, and it will be a couple of
years before they can be relieved so as to
pay what is a reasonable tax; but actu-
ally in this country a tremendous vol-
ume of business is carried on by indi-
viduals, as sole proprietors or part-
nerships, who are taxed as individuals,
so that total surtax net income, after
exemptions, is estimated at $43,476,000,-
000, while corporate net income is esti-
mated at $16,545,000,000. That is the
net income of all corporations. The
estimated tax in 1946 on -1l corporation
income, including excess profits and cap-
ital-stock taxes, is $9,054,000,000, under
the present law if that la.w were con-
tinued in effect. That is the estimate
of receipts from all corporation taxes—
$9,054,000,000—while individual incomes
will pay an estimated liability of $13,-
340,000,000. It is a larger tax than the
corporation tax, but the base, of course,
is very much greater, and the rates on
incomes of individuals have gone up very
rapidly since 1940.

Mr. O'MAHONEY. DId not that same
disparity exist in 1942 and in previous
years?

‘Mr. GEORGE. I think it did because
of the great number of individual income
taxpayers and the high rates on their
total surtax net income. There are only
260,000 taxpaying corporations. There
are more corporations than that, but
some of them do not pay a tax.

Mr. O'MAHONEY. That is precisely
why I asked the question. I am point-
ing out that all through the history of
the income tax, certainly so far as these
figures which I have before me are con-
cerned, from 1930 to date, the Govern-
ment received more from the corpora-
tions in corporate income taxes than it
took from individuals, until 1944, when
the situation was reversed; so I am in-
quiring why that change has been made.

Mr. GEORGE. I will say to the Sena-
tor that we never levied vcry heavy taxes
on individuals until the beginning of the
defense and war period, when our in-
dividual tax rates were raised. If the
point the Senator wishes to make is that
they are entirely too high now, I thor-
oughly agree.

A FISCAL CRISIS CONFRONTS US

Mr. O'MAHONEY. Of course, Mr.
President, I feel that this is the time when
the Government needs revenue more
than it probably ever needed it before.
The war is over, but the economic read-
justment has not been made. We have a
national debt at this moment, according
to the last figures of the Treasury, of
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$262,000,000,000, and we are still finane-
ing out of deficits. The national income,
according to the latest reports from Gov-
ernment sources, is falling off; and when
I speak of the national income, I am
speaking of the receipts by the busi-
nesses and the individuals of the country,
and not the receipts of the Federal Gov-
ernment.

Onviously, when the national income
falls off and the national debt climbs
higher, we are confronted with a crisis,
and I seriously question whether we
shculd undertake at a time like this to
make any substantial cut in our revenues.

The most appalling thing, Mr. Presi-
dent, from the financial point of view of
this Government, it seems to me, is that
the pending bill undertakes to make a
reduction in the-tax revenue of this Gov-
ernmenf almost as great as the amount
of the interest the Government will have
to pay upon the national debt next year.
The estimate of interest upon the na-
tional debt for the fiscal year 1946 was
four and a half billion dollars. That
is a charge against the Treasury of the
United States, and at the very moment
when we are confronted with that
charge, and are embarking upon the sale
of more bonds to the public, we are re-
ducing the receipts of the Treasury out
of which that interest must be paid.

Mr. President, I cannot fail to remem-
ber that before we became involved in
manufacturing war commodities for
France and for England, in 1939, 1940,
and 1941, and the national debt had
reached a peak of about $50,000,000,000,
almost twice what it was at the end of
World War I, everyone in the country
wondered what was going to happen.
There were many predictions of the de-
struction of our system, the system of
private property, and those predictions
were based upon sound reasoning. But
now we have a national debt which is
five times greater than the national debt
which preceded the war, and we under-
take blithely to cut taxes.

Mr. President, are we trying to tell the
people of the United States that we have
issued from this crisis and that our na-
tional fiscal worries are over? Are we
trying to tell them that a national debt
of $262,000,000,000 does not amount to
very much?

Mr. ELLENDER. Mr. President, will
the Senator from Wyoming yield?

Mr. O'MAHONEY, I yield to the Sen-
ator from Louisiana.

Mr. ELLENDER. Would the Senator
venture a guess as to what would happen
to reconversion if we were to continue
the high taxes paid by individuals and
by corporations?

Mr. OMAHONEY. My impression is
that it would not seriously affect recon-
version, because I believe there can be
no successful reconversion unless it is
made upon a sound basis.

Mr. ELLENDER. Is not cutting taxes
at this time one of the main features,
and will not reconversion be helped by
our following that course?

Mr. O'MAHONEY. I think that is one
of the reasons that is advanced, certain-
1y, but that it is a sound reason I seri-
ously doubt. I think we are blindfold-
ing ourselves.
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The truth of the matter is that there
is a tremendous demand in the United
States for consumer commeodities of vari-
ous kinds. We hear a great deal of the
so-called peat-up demand. That pent-
up demand is not going to diminish over-
night, or be filled overnight. In my
opinion, that pent-up demand will not
be sufficient to reestablish our economy.
But certainly it is a thing upon which
we can make the first faltering step to-
ward the reestablishment of a sound
€conomy.

There is a tremendous demand abroad,
too, a potential demand, which may or
riay not become actuasl. Th2 rebuild-
ing of Europe, if evei. we undertake to
permit the people of Europe to rebuild,
the rebuilding of China, may create a
market for vast production here in the
United States, but cerfainly everycne
knows that the great danger to sound
fiscal policy, the great danger to the sys-
tem of private property, the great danger
to capitalism, is that the national debt
will become so great that it cannot be
paid. Icall attention to the fact that one
of the primary contentions of the Com-
munist leaders has always been that capi-
talism will break down, because national
debts cannot be paid. Are we going to
invite that sort of catastrophe in the
United States?

Mr, President, these, I think, are pro-
found questions, which deserve a great
deal of consideration. I understand that
an effort will be made to put the pending
bill through very quickly. Whether it is
desirable to do that or not, I do not know.

AMOUNT OF SAVINGS BONDS

I have in my hand a table showing the
holdings of savings bonds in the United
States. Series A to D bonds are now in
the hands of individual citizens of this
country in the accumulated amount, cur-
rent redemption value, of $3,565,000,000;
series E bonds, $29,869,000,000; series F
bonds, $2,674,000,000; series G bonds
have a face value outstanding of $10,-
633,000,000, making a total of $46,741,-
000,000.

Mr. President, these are demand bonds.
These are bonds the holders of which
may go to any bank or post office and ask
for the payment not only of the interest
but of the principal. Is it good sense,
with $46,741,000,000 worth of savings
bonds outstanding in the hands of the
people of the United States, to undertake
to slash the taxes? I am quite willing, of
course, to correct inequities. They ought
to be corrected. I recognize the fact that
the excess-profits tax is an unnecessary
burden upon reconversion and it ought
to be eliminated.

Mr, ELLENDER. To what extent?

Mr. O'MAHONEY, If the Senator will
permit me to finish. I believe the bill as
it came from the House repealing only 40
percent, if I am correctly advised, of the
excess-profits tax and leaving 60 percent,
would constitute an almost insuperable
barrier to the little businesses of the
United States to recover. Therefore I
compliment the Senate Finance Commit-
tee for having made provision to repeal
it in its entirety. I think that is a justi-
fiable act, because we are here dealing
with a tax system for peace instead of a
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tax system for war. I would like to
stimulate all business. little and big too,
and give them the chance to make some
profits. Bubt we must keep these bonds
sound.

I now yield to the Senator from Loui-
slana.

Mr. ELLENDER. I am in full agree-
ment with the Senator from Wyoming,
but I should like to know the extent to
which he thinks the excess profits tax.
should be reduced. In its entirety?

Mr. O'MAHONEY. I am rather in-
clined to accept the action of the Finance
Committee on that because if I under-
stant it correctly, the formula which was
devised in great haste during the war
for the purpose of acquiring an increased
revenue to help pay for the war is not
an equitable formula.

Mr. ELLENDER. AsI understand the
bill now before the Senate all excess
profits taxes would ke repealed.

Mr. O'MAHONEY. That is correct.
That is my understanding,

Mr. ELLENDER, Then, the Sznator
is questioning the advisability of reduc-
ing income taxes as far as individuals

are concerned. Am I correct in that?

Mr. O'MAHONEY. And income taxes
so far as corporations are concerned.

Mr. ELLENDER. But the latter re-
duction amounts, according to the re-
port, to $294,000,000.

Mr. O'MAHONEY. Oh, it is much
more than that.

Mr. ELLENDER. That is what the
report states on page 3; “$294,000,000 to
the reduction of other corporate taxes.”

Mr. O'MAHONEY. As I said to the
Senator from Georgia a few moments
ago, I have not had an opportunity to
examine this report or all of these tables,
but in response to my question a moment
ago the Senator from Georgia said that
the reduction of taxes upon individuals
will amount to sabout two-billion-six-
hundred-million-odd dollars, whereas
the reduction of taxes on corporations
will amount to two-billion-five-hundred-
million-odd dollars. What the difference
is between income-tax reduction and ex-
cess-profits-tax reduction I have not had
the opportunity to see.

Mr. ELLENDER. According to the
report on page 3 the amount attributable
to the reduction of income taxes on in-
dividuals aggregates $2,644,000,000, and
on corporations, because of the excess-
profits-tax reduction, it is $2.555,000,000,
and the reduction of other corporate
taxes amounts to $294,000,000.

To what extent does the Senator feel
that reductions should be accorded to
individual taxpayers?

Mr. O'MAHONEY. Mr. President, I
am not talking about details. I am not
a member of the Finance Committee.

Mr. ELLENDER. Butthe Senator——

GOVERNMENT'S TAX RECEIPTS

Mr. O'MAHONEY. I am talking here
frankly in generalities. But I am call-
ing the attention of the Senate to what
I regard to be a factual situation of the
greatest moment. For example, here is
another set of flgures which I think
ought to be in the Recorp, I undertook
to make an examination of the annual
report of the Secretary of the Treasury
for 1944, In table 2 of that report I find
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a list of the over-all tax receipts of the
Federal Government. I took the tax re-
ceipts for the years 1920 to 1932, inclu-
sive, because here we find the tempera-
ture, so to speak, of the economic body.
Here we find the record of the prosperity
era of the twenties and the depression
era of the thirties. Let no one close his
eyes or ears to this record. In 1920 the
over-all tax receipts of the United
. States Government amounted to $6,695,-
000,000. We had a big debt. We came
out of the World War with a debt of
$26,500,000,000. And we were possessed
then, as we are possessed now, with the
passion for reducing taxes, of convincing
the people that “This is an easy matter,
and we are going to make it convenient
for you to make profit.”
REDUCE TAXES OR PAY DEBT?

Let us see what happened. We re-
duced the taxes certainly, and we did not
pay the debt. In this capitalistic system
of ours under the secretaryship of Mr,
Andrew Mellon, the greatest Secretary
of the Treasury since Albert Gallatin or
flexander Hamilton—I do not know
‘which—we were reducing taxes. We

paid off $9,000,000,000 of the debt, to be-

‘sure. But we did nol pay it off as we

_cauld have paid it off with the profits -
‘that the people were earning, because

wé were more concerned with reducing
the amount that was paid by the corpo-
rations and the individuals. We reduced
the taxes so that in 1928, a year before
the crash, the over-all tax receipts of
the Federal Government were $4,042,000,-
000, a reduction of $2,650,000,000.

Mr. HAWEKES. Mr. President——

The PRESIDING OFFICER (Mr. HoEY
in the chair). Does the Senator from
‘Wyoming yield to the Senator from New
‘Jersey?

Mr. OMAHONEY. Certainly.

. Mr. HAWEES. I should like to say
that I appreciate very much, so far as I
am concerned, the point of view of the
_Senator from Wyoming is expressing, be-
cause unless the Members of the Senate
and the people of the United States re-
alize that we have got to do the things
which are nccessary in order to keep
ourselves financially sound and maintain
the standing of the dollar in the world,
we are going to have great difficulty.

I think there is a difference of view-
point here. I do not know that there
is a difference in objective. The com-
mittee has very carefully gone into all
these things, and under the circum-
stance I am in a very definite accord with
the recommendations of the committee.

I want to leave this point with the
Senator from Wyoming, for whom I
have a very high respect and regard.

; Mr. CMAHONEY. I thank the Sena-
or.

Mr. HAWEES. No one in this body,
and no one in the United States knows
how much money would be kept out of
the Treasury by taking off the excess-
profits tax at the present time. We
must think sbout the increased wages,
the increased demands, the costs and
the czilings and all other things. I defy
anyone in this country to tell me whether
business—big business and little busi-
ness—is going to make excess-profits tax
money even with the opportunities for
successful operation that lie in front of

CONGRESSIONAL RECORD—SENATE

them. If the excess profit is not there,
then by removing that tax we stimulate

‘them to reach for something and thereby

augment and implement the use of man-
power by setting the machine in opera-

tion again. If we have done that we

have done a great job without paying the
price out of the Treasury.

If the distinguished Senator differs
with me, I should like to have him say
how he knows, or why he thinks, that
under the conditions which are before
us the great excess profit from which this
revenue to the Government is to come,
is to be produced.

Mr. O'MAHONEY. The Senator mis-
understands me. I have said that I be-

lieve the commiftee is acting wisely in

recommending the repeal of the excess-
profits tax.

Mr. HAWKES. No; I did not misun-
derstand the Senator. I understand him
perfectly. The point is that when we
talk about the approximately $5,000,000-
000 which is being taken out of the reve-

‘nue of the countag, about two and a half
billion dollars of that amount is from
-excess profits.
.ator and I are thinking along the same
‘lines; but I wish to give him my business

point of view. Idonot believethat today

1 believe that the Sen-

‘there is a business institution in the.
United Stafes which knows that it is go-

.ing to make an excess profit under the

conditions confronting business. The

Senator was not in the Chamber when

we were discussing the question of a gen-
eral tax bill.

Mr. O'MAHONEY. I was in the Ap-
propriations Committee considering the
spending of money out of the deficit.

Mr. HAWKES. There is no way by
which we can handle the taxation prob-

-lem satjsfactorily to the people of the

United Mtates until we handle the prob-

-lem of the appropriation, expenditure,
‘and waste of money by the Government.

Mr. O'MAHONEY. I remind the Sen-

“ator that a few weeks ago the Commit-
‘tee on Banking and Currency reported
“a bill intended to equip the Government

to make a plan for full employment.
‘When that bill was under debate here it
was denounced as unsound because, as it
came from the committee, it did not
carry provision for a tax to finance pos-
sible expenditures. Now those argu-
ments are forgotten.

We know that we are still confronted
by tremendous deficit expenditures which
cannot be avoided, and by deficit lend-
ing. Great Britain started with a re-
quest fer $8,000,000,000, It is now down
to approximately $3,000,000,000. I un-

-derstand that France wishes to borrow,

and Russia. UNRRA is seeking an ap-
propriation of $550,000,000, an appropri-
ation which, in all probability, we must

grant, because we cannot permit hunger

and starvation to stalk through Europe
and the conquered areas. But the obli-
gations of the Government are increas-
ing, and in the name of sound fisecal
policy we are now talking about cutting
away the taxes.

Mr. HAWKES. Mr. President, let me
interrupt the Senator. We are all seek-
ing the same point. No one knows just
where that point is. However, as I
understand, it is the belief of the Senate
Committee on Finance, of which I am a

.a revision of the tax structure.

OCTOBER 24

member, that the examination of the
excess-profits tax, which I understand
the Senator favors——

Mr. OMAHONEY. Because I believe
it would be a stimulus to little business.

Mr. HAWKES. Absolutely.

Mr. O'MAHONEY. Because I believe
that the formula under which the tax is
paid is defective, in that it creates a basis
which is altogether favorable to the large
corporation and altogether unfavorable
to the small corporation and the new
corporation. 'We need new business.

Mr. HAWEKES. Let me say to the
Senator that my reasons expressed in the
committee were precisely as the Senator
has stated. I believe that the removal
of the excess-profits tax will do more for
little business, more for business which
does not have an established, satisfactory
basis of earnings, and more for new busi-
ness, than it will do for old business.

Mr. O'MAHONEY. That is essential;

‘and any expenditure which we make out

of the Federal Treasury by way of re-
duced taxes, as well as by way of appro-
priations for public works to create em-
ployment, is a justifiable and sound con-
tribution by the -Federal Government if

it results in creating new business and-
-thereby creating newtaxes. .

Mr. HAWKES. ~ If the Senator: wﬂlmt,-

‘me conclude, I shall not bother him
further.

It is my hope that when we come to the
consideration of a general tax bill next
year we shall be able to know more
about where we are moving in connection
with the industrial operations of the
country and the needs for money, and
be able to devise a bill simple enough for

.everyone to understand, a bill which will

furnish revenue to do the things we are
talking about today, because we must
keep faith. We must pay our debts.

.There is no way that I know of to get rid

of a debt except to pay it, and this great.-

.Natmn must pay its debts.

- Mr. OMAHONEY. The 3enater -
quite correct.

Mr. HAWERKES. The Commiitee on
Finance has used its best endeavors to

-find a point to which we can reduce taxes

and stimulate industry, starting the
wheels of business so that we can get the
full employment we are all talking about,
and thereby produce revenue, because,
after all is said and done, a tax bill which
would take 99 percent of everything
everyone makes, when no one made any-
thing, would not produce any revenue.

-Bo, as I stated earlier in the day, we must

find the happy medium. We must finda
tax which will preduce revenue, and

~which is fair enough so that it will stim-

ulate business to go back to full effort
and work.

Mr. O'MAHONEY. I am grateful to
the Senator for his contribution to this
discussion. I have already expressed my
gratitude to the Committee on Finance
for the announcement contained in the
report, and reafiirmed here upon the floor
by the distinguished and able chairman
the Senator from Georgia [Mr. GEORCE],
that the committee is now at work upon
It is a job
which needs very much to be done.

COUNTRY FACING INFLATION

Mr, President, I was calling the atten-
tion of the Senate to the gravity of the
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over-all situation. I wish the record to
be clear, that this country is facing in-
flation, and that those who may believe
that it is possible for them to profit

, themselves by avoiding taxes while some
other segment of the economy bears the
burden are only deluding themselves. I
rise to say that we are reenacting the
history of the period following World
War I. I was pointing out how, during
the twenties, we were more concerned
with reducing taxes than we were with
sustaining the sound basis of our fiscal
system by paying off the debt. Iread the
total amount which was received by the
Federal Government in 1920, including
customs revenue and miscellaneous re=-
ceipts. The amount was $6,695,000,000.
In 1929 that had been reduced to $4,033,-
000,000, a decrease of more than $2,600,-
000,000. In 7931 the revenue fell, not be-
cause of the reduction of taxes, but be-
cause of the depression. Tax rates made
no difference because the people were
not employed. So the revenue in 1831
was only $3,190,000,000, considerably less
than half the revenue in 1920, and almost
$1,000,000,000 less than the revenue in
1928. But in 1932 we were all engaged
upon deficit spending, because the in-
come and the profits of the people had
almost disappeared. In that year the
revenue of the Federal Government was
only $2,006,000,000.

This certainly raises the gquestion
whether we are wise when we volun-
tarily undertake to cut the Nation's tax
receipls. Are we wise when we set our
feet upon the same path which was fol-
lowed in the twenties, particularly when
we know that we are confronted with
this tremendous debt of $262,000,000,-
000, of which $46,000,000,000 is held by
the little people of America. Today we
are confronted with a debt of $262,000,-
000,000, and all the rest of the world is
looking to us to finance them.

Never did the Nation need revenue
more than it needs it now. Never were
the people betier prepared to bear taxes
than they are now. Never was capi-
talism in greater danger than now.
Never was there a more inappropriate
time to cut taxes.

Mr, BAILEY. Mr. President, will the
Senator yield?

Mr. O'MAHONEY. I yield.

Mr. BAILEY. I wish to compliment
the Senator, and I fully agree with him.
I am going to extend him a very cordial
invitation to join the economy bloc.
[Laughter.]

Mr. O'MAHONEY. Mr. President, I re-
member that shortly before the full-em-
ployment biil was under consideration
here, I voted upon this floor to reduce
the authorized expenditure for building
airports to $50,000,000 a year, while some
of those who were attacking the full-em-
ployment bill were voting for an authori-
zation of $75,000,000 a year, but no tax
to pay it.

Mr. President, now I have said a good
deal more than I intended to say——

Mr. BAILEY. Mr. President, will the
Senator yield to me for a further mo-
meznt?

Mr. O'MAHONEY, Yes, indeed.

Mr. BAILEY. I welcomed the com-
promise whereby we reduced the authori-
zation with respect to airports. But we
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in the Senate cannot levy taxes. That
bill originated in the Senate.

Mr. O'MAHONEY. Imade the remark
becanse the Senator invited me to join
the economy bloc, and I was merely
pointing out that I was $25,000,000 more
econcmy-minded than were some of the
opponents of the measure I was sponsor-
ing in an endeavor to increase the earn-
ing capacity of the people and the busi-
nesses of the United States.

Mr. BAILEY. What I wish to say is
with regard to the suggestion that no tax
was provided for in connection with that
measure. Iam in favor of a tax program
which will pay the way of the airport
pill. But we in the Senate cannot in-
sert such a tax program in the bill. We
on the Senate side cannot impose taxes.
In some of the remarks which I made in
the Senate when the airport bill was
pending, I said that as matters stood I
am inclined to believe that the develop-
ment of aviation in this country will ac-
count for every dollar we appropriate,
first by way of revenues from the gasoline
taxes, and already we are making money
on the post-office end of it.

Mr. O'MAHONEY. Of course, Mr.
President, the full-employment bill of
which I was speaking was a declaration
of policy, and the tax feature had no
particular application as to whether it
originated in this branch of Congress or
in the House of Representatives.

Now let me add just a further word.
We know that the danger of inflation is
great. We know that the best answer
to inflation is increased production.
Anything which contributes toward in-
creasing production, increasing business,
increasing employment, is contributing
toward the salvation of our system,
whether it comes by way of reduced taxa-
tion or by way of sound expenditures.
But no person in all this country should
close his eyes to the danger which con-
fronts our system. As President Roose~
velt once said, if I remember correctly,
in one of his campaign speeches in 1932,
we can wreck free government upon the
shoals of unsound fiscal policy. Let us
be sure that we are not engaging upon
it now.

So, Mr. President, I ask unanimous
consent that there may be printed at
this point in the Recorp the following
tables: United States savings bonds out-
standing on September 30, 1945; sales of
E bonds, by States, in the fiscal years
1944 and 1945; individual and corporate
income-tax collections from 1930 through
1046;: over-all tax receipts from 1920
through 1932; and expenditures for in-
terest on the public debt from 1930
through 1946, Mr. President, although I
discussed this point briefiy, after glanc-
ing at the table I cannot refrain from
calling the attention of those who are
here to the fact that in 1930 the interest
on the national debt was $659,000,000,
whereas in 1945 the interest on the na-
tional debt was $3,617,000,000. Over
that period there was an increase of al-
most $3,000,000,000, and the record
shows that the receipts of the Federal
Government from income taxes upon in-
dividuals never reached $3,000,000,000
until the year 1942, when those receipts
totaled $3,263,000,000.
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There being no chjsction, the tables
were ordered to be printed in the REc-
oRrD, as follows:

United States savings bonds outstanding on
Sept. 30, 1945

[In millions of dollars]

Series A-D. 18, 565
Beries E 129, 869
Berles F_ - 12,674
Series G 210, 633

Total < —em= 46, 741

1 Current redemption value,

2 Face amount.

Bource: Btatement of the public debt, Sept.
30, 1945 (on the basis of daily Treasury state-
ments).

Sales of E bonds by-States, fiscal years of
1944-45

[In millions of dollars]

Btato 1644 1045

Alabama, 159 152
ATORN s 42 44
T4 76

Oalfornin.: o oo nn 070 072
Colorado. .00 83
C [ F 7 AR R S i | 221 212
Delaware. . = 2
Dimlct of Columbia.____________ 135 140
G lorida 143 156
corgia. 146 157
Idaho. z 40 a7
Ilinois. . 755 842
Indiana 314 27
Towsa. . TR 263 243
ANSAS. 163 ]m
Kentucky. 128 122
Lotfisi 141 135
Malne. oo e 55 52
Maryland.. 153 157
assnek a9 373

h 688 . 628
anl:-scta 250 220
A 83 87
MEBSOUTE - oo o im e mr e iim e 284 273
Mantana &5 62
Nebraska. . 128 127
Nevada.... 13 14
New Hampshire. . 33 32
MNew JOrseY. .. o s i 415 421
New Mexico_ ... = 28 29
New York. ... 1,290 1,365
North Carolina_ 149 154
North Dakota. - 58 57
oL =T 714 710
Oklahoma. .. 135 139
Oregon.__.... 160 157
Pennsylvania. 857 857
Rhode 1sland 61 63
Bouth Carolina. ... 76 &0
Bouth Dakotl e emeeemmmcmceeameae 54 49
T - 5 147 147
495 477

b6 i

19 18
190 203

258 247
92 96

248 2
24 2

Adjustment: Add to 1844 figures $226,000,000, subtract
from 1945 figures $10,000,000.

$58,000,000 in 1044 was
unallpeated to States,
Totals: 1044 total, $11,820,000,000; 1845 total, $11,-
520,000,000 (Daily Treasury statement).
Table above [rom the Treasury Bulletin for October
1045,

Individual and corporate income-taz
collections
[In millions of dollars|

Individual {Corporation
income incoine
taxes taxes!

*

1,47 1,263

£24 1,025

427 il

b53 304

420 400

527 579

WG

1, 256 1,343

1,029 1,156

82 1,148

1 Includes excess-profits luxr_s.



Individual and corporate income-taz
collections—Continued
Individual !Corporation
income income
taxes taxes !
Fiscal year—Continued .
19—1{ ............... 1,418 2,063
[ T EDSTE L e i PR YO 3, 263 4,74
1643, 6, C30 9, 663
B e e 18, 261 14, 767
TORS o e o = 19, 034 16, 027
1946 (estimated) . oooaeaoee (0] ®

1 Not available.

Source: For 1030~44, table & of Annual Report of Secre-
tary of the Treasury for 1944, which figures are based
upon Bureau of Internal Revenue reports of collections,
jgr 1045, Bureau of Internal Revenue reports of collee-
tions,

Over-all taz receipts—total receipts (includ-
ing customs revenue and miscellaneous
receipts)

[In millions of dollars]

Fiscal year:
1920.

Amcunt
6, 695
5, 625
4,109
4, 007
4,012
3,780
3,963
4,129
4,042
4,033
4,178
3,190
2,006

Source: Table No. 2, Secretary's annual re-
port 1944,

Ezpenditures for interest on the public debt
[In millions of dollars]

Fiscal year:
1930

Bource: For fiscal years 1930-44, annual
reports of the Secretary of the Treasury.
Figures based upon daily Treasury state-
ments.
statement. For fiscal year 1946, revised
Budget estimates of August 31, 1945.

Mr, JOHNSON of Colorado. Mr. Pres-
ident, I should like to have inserted at
this point in the Recorp a statement
made by the Secretary of the Treasury,
Mr. Vinson, with respect to the number
of taxpayers, starting with 362,970 in
1916, and increasing up to the number
we have at the present time. I should
like to have the entire paragraph of the
statement on that point inserted at this
place in the RECORD."

There being no objection, the state-
ment was ordered to be printed in the
Recorp, as follows:

Mr, VinNgon. * * *

There you see the number of taxable re-
twns running from 362,970 in 1916 and then
up to 4,489,698 in 1924, Then we increased
exemptions and there was a drop—I think
that was in the Revenue Act of 1926—and
there was a drop down to 2,500,000 in

For fiscal year 1945, daily Treasury
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1925. There were 2,470,990 taxable returns
in 1926, and in 1931, when it was at the bot=
tom, 1,625,5646. Then in 1939, which is the
year we generally take as a prewar year—
and it may not exactly be a fair prewar
year, it may be that 1938 would be better for
some purposes—in 1939 you had just less
than 4,000,000, and in 1938, 3,000,000 plus.
And under the proposal that I suggested you
will have 31,500,000, Perhaps 10 times as
much as in 1938, and about 7, times as
much as in 1939,

The PRESIDING OFFICER. The
first committee amendment has been
stated, and the question now is on agree-
ing toit.

Mr. GEORGE. Mr. President, I hope
we may make some progress with the
amendments.

The PRESIDING OFFICER. The
clerk will again state the first amend-
ment proposed by the committee.

Mr. O'MAHONEY. Mr. President, I
should like to inquire of the Sznator from
Georgia what the program is. Will Mem-
bers of the Senate have an opportunity to
examine the report at length before we
are called upon to vote upon the bill?

Mr. GEORGE. We hope to conclude
debate on the bill as early as possible.

Mr. O'MAHONEY. Naturally.

Mr, GEORGE. But the bill will have
to go to conference. In order that it
may be properly administered, the
Bureau of Internal Revenue, s0 I am ad-
vised, thinks it should receive the bill
around the 1st of November, or else it
will not be able to prepare tables, addi-
tional forms, and so forth, in time.

I do not know how long consideration
of the bill will take. I think we can
ascertain that better when we see how
many amendments will be offered or
what changes to the bill will be sug-
gested.

The PRESIDING OFFICER. The first
amendment of the committee has already
been read once by the clerk.

Mr. LA FOLLETTE. Mr. President, if
we are ready to proceed now with the
amendments, I suggest the absence of a
quorum.

Mr. OMAHONEY. Mr. President, will
the Senator withhold the suggestion for
a moment?

Mr. LA FOLLETTE. I withhold it.

Mr. O'MAHONEY. I have no desire at
all to impede action upon the bill, and I
shall not object to consideration of the
amendments now if we are to under-
stand that a final vote upon the bill
will not be asked for today.

Mr. GEORGE. Mr. President, I can-
nol make any agreement. This measure
is of such character that under the cir-
cumstances I shall not be able to make
any agreement. I had hoped that we
might be able to get through with the
bill today or at least tomorrow, but I
cannot go beyond that statement.

Mr. O'MAHONEY. What is the Sena-
tor’s judement as to the likelihood of
passing the bill today? Does he think
that point will be reached?

Mr. GEORGE. It is already nearly 2
o'clock, and we have been in session since
11 o’clock. We have not yet reached the
first amendment.

Mr. O'MAHONEY. I hope we have not
wasted time.
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Mr, GEORGE. I hope not. I cannot
answer the Senator’s question. The
answer will depend on the amendments
which may be offered to the bill. There
are lying on the table only two printed .
amendments, I think we will be very
lucky if we complete. consideration of
the hill by tomorrow evening.

Mr. O'MAHONEY. Mr. President, I
shall await developments.

Mr. LA FOLLETTE. I renew my sug-
gestion of the absence of a quorum.

The PRESIDING OFFICER. The clerk
will call the roll.

The legislative clerk called the roll,
and the following Senators answered to
their names:

Andrews Gurney O'Daniel
Austin Hart O'Mahoney
Balley Hawkes Overton
Bankhead. Hayden. Radcliffe
Barkley Hickenlcoper Reed

Bilbo Hin Revercomb
Brewster Hoey Robertson
Briggs Hufiman Russell
Brooks Johnson, Colo. Saltonstall
Buck Enow:and Shipstead
Butler La Follette Smith
Byrd Langer Stewart,
Capehart *  Lucas Taft
Capper McCarran Taylor
Chavez McKellar Tokey
Connally MecMahon Tunvell
Cordon Magnuson Tydings
Donnell Maybank Vandenberg
Downey Mead ‘Wagner
Eastland Millikin Wheeler
Ellender Mitchell ‘Wherry
Ferguson Moore White
George Morse Wilson
Gerry Murdock Young
Green Murray

Guffey Myers

. The PRESIDING OFFICER. Seventy-
six Senators have answered to their
names. A quorum is present.

ELECTRIC POWER BOARD OF
. CHATTANOOGA

Mr. STEWART. Mr. President, last
Monday I referred to the annual report
of the Electric Power Board of Chat-
tanooga, Tenn. I pointed out that the
board made use of the Tennessee Val-
ley Authority, and that electricity was
sold by the board at rates which, as I
recall without placing my finger at the
moment upon the actual figures, brought
about an average saving to users, both
domestic and commercial, of about 1 cent
a kilowatt-hour. Since the advent of
TVA the average rate there has been
about nine-tenths of 1 cent per kilowatt-
hour, while in contrast the average cost
of power sold by private power com-
panies in the last year of the Tennessee
Power Co.’s operations was 1.7 cents per
kilowatt-hour.

Mr. President, the statement of the
Electric Power Board of Chattancoga
has attracted some attention, and several
questions have been asked me about it.
In order that the Senate may have the
full benefit of the report, although a
small portion of it advertises the city and
area of Chattanooga, I ask unanimous
consent that the report in its entirety be
printed in the ReEcorp at the conclusion
of my remarks. It is not long, covering
only about 20 pages.

The PRESIDING OFFICER. Is there
objection? The Chair hears none, and
it is so ordered.

(See exhibit A.)

Mr. STEWART. Mr. President, in re-
ply to several questions which have been



1945

asked me about the report, I should like
particularly to.point out that the ®lec-
tric power board :annually pays taxes to
the city of Chattanooga and the county
of Hamilton, and with respect to the pay-
ment of taxes, on page 25 of the report
I find this observation:

Many people do not Tealize tle power
board is the largest payer of real and prop-
erty taxes to the city of Chattanooga and
Hamilton County. Last year—

Which means 1944, because this is a
current report—

Last year '$382,000 was paid, amounting to
6.5 percent of the board's income.

Mr. OVERTON. Mr. President, will
the Senator yield?

Mr. STEWART. I yield.

Mr. OVERTON. If the same lines and
accessories -employed in the distribution
‘of power were in the hands of a private
corporation, how much would the tax
yield be?

Mr. STEWART. I am not able to an-
swer that question, because I do not havs
the figures before mge. I do not remem-
‘ber what the appraised value of the Ten-
nessee Electric Power Co. system was
in the year 1938, when it was sdld to
the Electric Board of the City -ef Chat-
tanooga, but I made the statement the
other day, and it is included in the re-
port, that the power company’s distribu-
tion system was seld to the electric
power board for $10,850:000. That was
during the latter part of the year 1939.
There has been therefore more than six
full years’ operation by the power board,
and in that period the power board has
paid taxes each year, and has earned
in excess of $16,000,000. Within those
6 years they have actually earned and
paid for the distributicn system which
they purchased in 1939 and have earned
in addition to that nearly $6,000,000.

1 shall be glad to undertake to procure
for the Benator, if ‘he iv interested in
them, comparative figures respecting tax
valuations. I cannot say what fhe tax
valuation would be if the power distribu-
tion system were still owned -by the Ten-
nessee Electric Power Co.-or any other
private power company. But I ‘can
procure for the Senator the figures at
which the power distribution system,
when privately owned in 1939, the year
it was sold, was appraised, and can tell
him, of .course, as a matter of computa-
tion wiat was paid b; way of taxes.

Mr. OVERTON. Assuming $10;000,000
purchase price represented the actual
value for which the property in private
hands should be assessed, the tax paid
by the TVA would represent about 3
cents on the dollar.

‘Mr. STEWART. Which would 'be just
about correct, I think, T imagine there
would not be a great deal of difference in
taxes. I do not want to make a state-
ment which is not correct, but I think
the valuation is 3 .er $3.50 per $100. At
any rate, I shall be glad to place ithe
figures in the ReEcorp. It is an exceed-
ingly interesting comparison to make. Tt
is interesting to study the difference in
the cost of power.

In this connection { should like to call
attention to some figures which were
placed in the 'CoNGRESSIONAL RECORD ‘On
April 16 of this year by the Honorable
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JoHN RANKIN, of Mississippi. The figures
appear on several pages of the REcorbp,
beginning onpage 3344 and appearing on
page 3345, pape 3346, and page 3347.
The figures represent o break-down of
different States, showing the amount of
kilowatt-heurs of power consumed in
each State for the year 1944, and the
amount paid for electricity in each par-
ticular State. '"This was done by Repre-
sentative RaNgIN to show how much
cheaper public power is than power dis-
tributed by private companies. He
therefore refers to the figures shewn in
Btates which do not have public power
systems as an overcharge. Whether
that 48 a correct expression or mot,
shaould like to call attention to these fig-
ures in the CoONGRESSIONAL RECCAD S0
they might be studied by those inter-
ested, in connection with the report of
the Chattanooga Electric Power Board,
which, it has been agreed, shall be pub-
lished ‘in the Recorp as a part of my
remarks.

I want to pay tribute to Mr. S. R. Fin-
ley, who is general superintendent of
this company. I forgot to mention his
name when I spoke of the subject the
«other day. He is one of the most capable
men of whom I know. He has contrib-
uted his part along with the members
of the board to the operation of the
Electric Power Board of Chattanooga,
which has been conducted, as I said the

‘other «day, in the finest and most busi-

nesslike fashion. As I said then, and 1
should like to repeat, I think this report
is one of the best accounts of steward-
ship that it has been my privilege to
read.
ExHIBIT A
SINTH ANNUAL REPORT OF THE ELECTRIC .POWER
BOARD OF CHATTANOGGA

ErLECTRIC POWER BOARD,
Chattanooga, Tenn., October 6, 1945,

To the Board of Mayor and Commissioners,
City of Chattanocoga, Chattanooga, Tenn.
GENTLEMEN: In accordance with the re-
quirements of chapter 455, section 12, Private
Acts of 1935, amending the charter of the
city of Chattanooga, the Electric Power Board
of Chattanooga is submitting herewith a
statement showing the operations and finan-
cial conditions.of the.electricdistribution sys-
tem for the fiscal year ended June 30, 1945,
This statement has been prepared by Arthur
Andersen & Co., a nationally recognized
auditing firm, :
At the end of the fiscal year the board was
serving 47,628 customers, an increase of 1,645
over the-same period last year. Sales of elec-
tricity during the fiscal year totaled 527,-
194,000 kilowatt-hours, a decrease .of approxi-
mately 19,000,000 kilowatt-hours over the
previous year. Residential kilowatt-hour

sales showed an increase of 6 percent, com=-

mnercial and small-power sales an increase of
8 percent, industrial and large-power sales a
decrease of 7 percent. The basic TVA rates,
without surcharge, were in effect during the
year. The .average income of 0.9 cent per
kilowatt-hour sold is in contrast to the aver-
age cost of 1.7 cents per kilowatt-hour for all

.sales in 1938, the last full year of private

ownership .of the electric distribution system
which the board purchased.

During the year $280,000 of revenue bonds
Jbearing 23 -percent interest came due and
were retired, Payments in lleu of taxes to
the city, county, and other faxing units
totaled $361,800.

With the .approaching avallability of ma-
terials and manpower, much needed renewals
.and replacements of depreciated lines and
equipment, for which funds have been ac-
cumulated, can be begun, Also, many ex-
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tensions of the board's lines within its serv-
ice area to serve approximately 8/000 un-
served residents can, Jikewise, be constructed
from funds which the board has accumu-

-Savings in .electricity costs to the Chatta-
nooga area, based on the average rate
‘charged in 1838, amounted ‘during the last
fiscal year to $3,025,763. This makes total
savings to electricity users in the board's 6
years of operation of $16,170,045, greatly ex-
ceeding the $10,850,000 paid for the system by
the board.

Your very truly,
L..J. WILHOITE,
Chairman.

ATLANTA, GA,, July 27, 1945.
To the Electric Power Board of Chattanooga,
Chattanooga, Tenn.:

We have ‘examined the balance sheet of
Electric Power Board of Chattanooga as of
June 30, 1945, and the statement ‘of net
revenues and appropriations thereof for the
fiscal year fhen ended, have reviewed the
system of internal control and the account-
ing procedures of the board and, ‘without
‘making & detalled audit of the transactions,
have examined or tested accounting records
of the Board and other supporting evidence,
by methods and to the extent we deemed

. 'Our examination was made in
acccrrdance with gemerally accepted auditing
standards applicablein the circumstances and
included all procedures which we consid-
ered necessary. Long-term debt outstand-
ing 'at June 30, 1945 (for which there are
no trustees) was .confirmed by direct corre-
spondence with the paying agent.

In our opinion, the accompanying balance
‘sheet and related statement of net revenues
and appropriations thereof present fairly the
position ‘of Electric Power Board of Chatta-
nooga at June 30, 1945, and the results of
its operations and appropriations for the
fiscal pear, 4n conformity with generally ac-
cepted accounting principles applied on a
basis consistent with that of the preceding
year.e

ArTHUR ANDERSON & CoO.
Statement of net revenues and appropria-
tions thereaf for the year ended June 30,
1945

Operating revenues:
BSales of eleetric energy:

Residenvtial _________ $1, 746, 581. 05
602,719. 86
2,349, 697, 18
Btreet Nghting______ T2, B38. 63
4, 771,836. 82
Other electric revenues.. ‘75, 906. 14
Total operating reve-
3 AR R T S A 4, 847, T42. 86
Operating expenses and taxes:
Operation:
Powerpurchased from
Tennessee  Valley
Authortty_.._...___ 2,068, 618. 90
‘Other operation ex-
PenEeS. ..o 801, 995. 39
2, 870, 614.29
Maintenanee. o occoaeeona 163, 204. 11
Provision “for deprecia-
BRI e . i o o e 280, 190, 04
Provision for amortiza- '
tion of -electric plant *
acquisition adjust-
ments (see mote 1 to
balance dheet)_.____.__ 835, 955. 00
Provision for tax egulva-
= T e e 361, 800. 00
Total woperating ex-
penses and taxes._.. 4,111, 853. 44
Net operating reve-
nues. 735, 889. 52
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Other revenue:
Interest on bank certifi-
cates of deposit and
U. 8. Government se-

curities_.__._ S Ly B $15, 263. 80
Net revenues before
revenue deductions.. 751, 158. 32
ASSETS

Electric plant—at cost:
Plant purchased (acquisition adjustments in con-
nection therewith estimeted by the
at approximately $5,600,000—see note 1), Jess subse-

quientyetivemants. . i W

Construction additions (net) oo o ccoomooas

Einking and other segregated funds:

U. 8. Gor- Cash. mclud-

Accrued interest:
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‘Revenue deductions: Appropriations of net reve-
Interest on long-term nues:
debt $279, 550. 00
For additions and exten-
Other interest charges... 6, 700.33
BIONS e ccccreeeane  $400, 000. 00
Total revenue deduc=
b § e T il Unappropriated net
Net revenues. - ccoc-ce- 464, 902, 99 TEVENUES e e ccm e 64,902, 99
Balance sheet, June 30, 1945 .
Long-term debt (see accompanying statement). .o oo oceocacemacaaaaaaa. 11, 990, 000, 00
Current liabilities (note 2):
Accounts payabl
Due Tennessce Valley Authority for power pur-
096, £69, 20 I e e o i S M Him S i i §179, 158. 27
6,007, 613, 41 Other acwunr.s payable ES 30, 400, 19
——— 16,004, 612. 70 Customers' deposits_ ... 116, 932, 08
Accrued tax cquival—mts._ __________________________ 1582, 014. 29

Farticulars ernment ing bank On long-term debt.______._______  $130,775.00
securilies,  certificutes amount deposited for pay- e
. = af cost of depesif ment of interest due July 1, 1845, 139, 775. G0
Funds required unde: bond ordinance Otherinterest.. .. ooococcoonane-
("?lw %}:' . !'!;‘1 sy Miseellancous current labilities Aok
ond fan 524, 78R, 7 ' <0
¥ I‘;:enev;'.:t ﬁndﬂrﬁ;}l:t:hmn_::’nt({und 200, 838. 22 Ee{emd credits: Customers’ ad vances for construction.___. 24,427, 15
unds authorized by the board: C50TVes:
Fund for additions snd extensions__ 400, €00, €0 224, 04, 86 Depreciation accumulated since date of acquisition..  $1, 412, 153. 69
Bes('rve fund for possible storm Amortization of electric-plant acquisition adjust-
e e R e A R €0, 000, cO Pme%tis (note lc}l.u.. B e 1 83{4‘ ﬁ‘ ‘7“5;
ible storm damage, 0, 000,
900,000.00 1,145,191, 53  2,C45, 101,83 ] e Wi 3,330, 842. 44
Contributions in aid o! construetion...... 4, 732.08
Current assets: ok Capital contributed: 3
WOtk Tomds L ¢ e, e prsiriid G MW
1. 8, Government securities, at cost.. . ...._....... 200, 000, 00 Balance, June 20, 1944 . ... ..o ; 711,98 f , 661, 18
g:gévceggwm of deposit 100, CCO0. 00 hg& rfg;%nnes for the year ended June R R
ables: ! R g , C0O. L 902,
Customers’ service ----- $200, £31. 88
OT‘-_ﬁg :::;ESLI:]S 514 360,07 merchan- 26, 682,08 Balance, June 80, 1945_ . ______.__... 1,487,.711.68 200, 564. 17 Sl
Acerued utility roventios.. ... 156, 925,36 B i haras
—-—-——‘_4 AT i 47 ¢ IR I, A L e S [T e
) Nore 2—During the year ended June 80, 1946, the board is reguired (a) to deposit in
L(xunrgurve for' uncollectible ac- 8. 750. 88 :.1!:;3‘l bﬂl‘l& f{l;)iln Iéw sur;t &nl ‘t&il‘; W)nphtlns 1Eteresl reclmm:-lm":nr= (%271, ?al'l..t‘n :llnléong-re*n;
AR S A Py X y eht and (b eposit semiannually in the renewal and replacemen e sum 0|
Materials and supplies, at average cost ;9‘;: %sl, g_; :i]l?o.mu 'pc{ns f mt(l; imum of 134 percent of the net additions to plant from date of acqui-
Frepaid insurance and taxes......... el L 11, 208. 75 tion to dates of deposit.
1,378, 820. 22
Deferred debits: s ;
Leasehold improvements, in process of amortization. ... ....._. 21,728.25
LR e it o s S i e B e i e S e e e e 19, 450, 353. 00

Note 1.—Pending recls:siﬁcatlon of plan o&wgchml and the dclcrminauon ol thu

amount of acquisition adjustments (estimat
$5,600,000), the board has

eleetrie plant aequisition a
made 1o the bond fund for redemption of bonds.

Statement of long-term debt, June 30, 1945

Bonds representing general
obligations of the city of
Chattanocoga: Electrle
power bonds of the city of
Chattanooga, issue No. 1,
maturing serially from
1948 to 1958, Interest on
$70,000 at 415 percent and
on $30,000 at ¢ percent.... $100, 000. 00

y the

Bonds payable solely from
revenues of the electric
Fower board:

Electric power revenue
bonds of the city of
Chattanooga, series A,

* maturing serially from
1945 to 1959, interest
at 23; percent. . ...

Less—Amcount de-
posited for pay-
ment of bonds
maturing July 1,

o273 S

6, 130, 000. 00

280, 000. 00

~ 5, 850, 000. 00
E’ectric power refunding
revenue bonds of the
city of Chattanoogs,
series AA, maturing
serially from 1960 to
1969, interest on 82,-
450,000 at 2 percent, on
$1,580,000 at 13, per-
cent and on $2,010,000 ,
at 115 percent_._.___. 6, 040, 000. 00

Total .. ---—----- $11, 990, 000. 00

wement at appr

ovided from net revenucs a reserve for amortization nl
ustments in amounts equivalent to the annual deposits

The series AA bonds are callable prior to
maturity at their principal amount plus re-
demption premiums; the other issues of
bonds are not callable prior to their respec-
tive maturities.

THE ELECTRIC POWER ECARD OF CHATTANOOGA—
HOW IT CAME TO BE, THE SERVICES IT PER~-
FORMS, WHERE IT GETS ITS INCOME, HOW THAT
INCOME IS SFENT

Homes, business concerns, and factories
totaling nearly 50,000 each day use electric
power board service—a snap of the switch
for lights—an automatic switch starts a mo-
tor—in hundreds of ways electricity from the
electric power board's system flows through
thousands of miles of wires and cables to
bring this service.

How did the people of Chattanooga secure
ownership and control of the power system?
The decision to do so was made at an election
held March 12, 1835, After an Intense cam-
paign in which there was widespread inter-
est, an overwhelming vote of 19,000 for, to
8,000 against, was cast by Chattanooga’s
citizens on the question of acquiring an elec-
tric distribution system.

On April 15, 1935, this action by the voters
was confirmed by legislation amending the
city charter in such a manner as to set up
the electric power board and define its dutles
and responsibilities. Five local citizens were
named as its members, and the board has
now completed 10 years of existence.

The power board was given the responsibil-
ity of acquiring and operating the power sys-
tem. When board vacancles occurred they
were to be filled by vote of the remalning

members, subject to confirmation by the
city's mayor and board of commissioners.
Through this method it was believed that

. business operation free from political handi-

caps could best be obtained.

It was known, of course, that many of the
difficulties of publizly owned power systems
stem from political interference, that often
public employees are selected upon a basis
of whom or for what they vote and not be-
cause of efficiency and experience. Chatta-
nooga did not want a politically operated
power system. What Chattanocoga wanted
was a publicly owned power system operated
upon sound business principles. It was not
to be in politics. Upon this basis it was
believed that good citizens, actuated by a
sense of public service, could be secured to
serve upon the board.

On July 12, 1937, the construction of a
publicly owned power system was begun. On
August 15, 1939, the privately owned power
system was purchased from the Tennessee
Electric Power Co. for $10,850,000. The por-
tion of the competing system then completed
was added to the system puirchased and inte-
grated into one unit.

Ten years of the board’s existence have
now passed and this description has been
prepared to show the service of Chattanooga's
electric power board—where it gets its elec-
trie power, how it is delivered to customers,
the rates that are charged, the services per-
formed, and the board’s financial condition.

Throughout the watershed of the Tennes-
see River, TVA is directing the operation
of 27 important dams. These dams store
and conserve water, and as one result of their
operations a great amount of hydroelectric
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power is produced. TVA also operates five
large steam-power stations. The TVA power
plants are joined together by high-voltage
power lines and from this system the Electric
Power Board of Chattanooga secures its entire
power supply.

The board is TVA's second largest municl-
pal purchaser of electricity. Last year the
power board paid TVA over $2,000,000 for
electricity. Besides Chattancogs, over 130
other municipalities and rural cooperatives
in the Tennessee Valley purchase electricity
from TVA.

Six high-voltage lines eomnect the power-
board system to TVA sources of power. A
30-year contract fixes the prices and econdi-
tions under which power is to be furnished.
TVA last year produced about 12,000,000,000
kilowatt-hours. Chattanooga's power board
purchased about § percent of this total.

These six high lines bringing power from
TVA are widely separated, follow different
routes, so that weather conditions may least
affect them. Any three of them can safely
carry Chattanooga’s electric requirements in
an emergency. All are constantly patrolled
and inspected to insure continuous service,
As the load grows other lines will be built.

Now, unlike food, soap, and other com-
modities, electricity cannot be delivered in
bulk. It eannot be stored on the pantry
shelf until need for its use arises. Although
it- is energy to do useful work, it is more
nearly a service—to be supplied as needed—
at whatever hour, day or night, and in the
quantity needed. The instant it is needed
electricity must be made and delivered at
the point of usage.

At the moment an electric light is snapped
on or an eye on the stove is turned on,
then at that moment back at some power
station (say Chickamauga Dam) that much
electricity must be made. Many miles of
wires deliver it with the speed of light—over
186,000 miles per second—to the point of
use. Just that much electricity continues
to be made until it is turned off. Then no
more is made until again needed.

Most of Chattancoga’s electricity is made
by the energy of falling water turning a
waterwheel to which is attached an electric
generator. At Chickamauga Dam, where
most of Chattanooga’s electricity is gener-
ated, some 50,000,000 tons of water are run
through the water turbines each day. There
it takes about 800 gallons of water to produce
the electricity reguired to burn a 100-watt
bulb 1 hour; 8,000 gallons of water to supply
the electricity to heat a 1,000-watt iron for
an hour’s ironing.

The Chattanooga Electric Power Board
supplied its customers last year over 600,-
000,000 kilowatt-hours which required 5,000,-
000,000,060 gallons of water flowing from
Chickamauga Lake to produce it. The aver-
age Chattanooga home used 2,500 kilowatt-
hours last year. This required 20,000,000
gallons of water flowing from the lake to
produce it. Thus, the electricity used in
Chattanooga comes from the force of falling
water. It is made by using this nature-
created energy for mankind without destroy-
ing the water.

We have said electricity is a =ervice and
not & commodity. It is—and yet there is
a unit of measurenyent, just like a gallon
.of water, or a bushel of apples. This unit
of electricity is the kilowatt-hour or the use
of 1 kilowatt of electricity for 1 hour—a
thousand watts’ use for 1 hour, or 100
watts’ use for 10 hours, or 50 watts" use
for 20 hours. Kilowatt-hours are what the
electric meter records.

The electric meters of the power board
are read once each month. The difference
between monthly readings shows the guan-
tity of electricity which has been used. Any
user can read his electric meter just as
accurately as can the power board meter
reader. Each meter has four  clock-face
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dials—reading from zero to nine. The dials
are read from left to right and the dial read-
ing is the number just behind the hand.

For greater convenience to customers and
efficiency of operation, meters are read once
each month. Meter readers each read about
300 meters per day. If all meters were read
upon the same day each month it would take
150 meter readers to do it. Upon each of 21
days per month about 2,100 meters are read,
2,100 bills are made out and mailed, and 10
days after mailing 2,100 bills become due and
payable. Thus, the minimum number of em-
ployees are required for this work and a min-
imum of congestion at the board’s bill-paying
office is assured. :

Any person ean figure his bill out just as
easily as do the board’s billing clerks. Upon
the bill are shown the present and previous
month's reading and the difference, or number
of kilowatt-hours used in the period. The
residential monthly rates are—

First 50 kilowatt-hours per month, 3 cents
each.

Next 150 kilowatt-hours per month, 2 cents
each,

Next 200 kilowatt-hours per month, 1 cent
each.

Next 1,000 kilowatt-hours per month, 0.4
cent each.

Over 1,400 kilowatt-hours per month, 0.75
cent each.

The difference in readings of the meter
from the 6th of last month to the 6th of
this month shows 368, or 368 kilowatt-hours
used. Now to figure the bill:

First 50 kilowatt-hours, at 3 cents..... $1.50
Next 150 kilowatt-hours, at 2 cents.... 3.00
Next 168 kilowatt-hours, at 1 cent_____ 1.68

Total, 368 kilowatt-hours._.... 6.18

Thus, the total bill for 368 kilowatt-hours
is $6.18.

Now we have just seen 368 kilowatt-hours
give a bill of $6.18. Suppose twice that much
had been used, or 736 kilowatt-hours. Many
homes do use this much. The next 32 kilo-
watt-hours would have been at 1 cent each,
or 32 cents, leaving 3834 kilowatt-hours at
four-tenths cent each, or $#1.34. Thus, the
extra 368 kilowatt-hours cost only $1.66
more—or the whole bill for 738 kilowatt-
hours is $7.84. This shows how the more
one uses electricity, the cheaper it is on
power board rates.

The power board has only three electric
rates: namely, residential, commercial, and
large power. The nature of the place where
the current is used determines its class of
rate. All residences are upon the same rate.
Commercial or industrial users of a small
quantity are upon the commercial rate.
Large industrial or large conrmercial use is
upon the large power rate. Thus, there is
no discrimination in billing to customers of
the same classification. This is a feature of
Chattanooga’s public-power operation. The
rate for each class of customer has been de-

termined so each classification, and each .

customer in that class, bears their fair share
of the cost of the electric service they use.
Customers’ electric bills may be paid either
net or gross. There is no discount. If not
paid within 10 days from date of bill they
are payable at the gross rate, which is 10
percent higher. By his own selection of the
time of payment the customer determines
whether to pay the bill at the net or gross
rate. If there were not this incentive to pay
at the net rate, many bills would entail
added collection expense, thus increasing the
cost of furnishing electricity—with probable
higher rates as an ultimate result.
electric service is a business re-
quiring experienced men and women to
perform the many duties required. Chatta-
nooga's electric power board has about 400
permanent employees, Many of these are
experienced craftsmen, engineers, account-

.service at the lowest cost.
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ants, and people who have become proficient
in their duties through training and years
of experierce.

The board’s service lines extend over an
area of many miles. They go from Graysville
(near Dayton) on the north, to Flintstone,
down in Georgia, on the south; from Hales
Bar Dam in the southwest to beyond Ooite-
wah in the east. Nearly 4,000 of the board's
customers are in Georgia, and about 50 per-
cent of the total are outside of the city limits.
Over 9,000 new customers have been added
during the hoard's years of operation, and
extension of lines now planned will add
over 3,000 more.

To serve this area the board has T7 miles
of high-voltage lines. These bring electricity
from the TVA System and interchange it be-
tween the board's six high-voltage substa-
tions. There it is stepped down from 44,000
volts to lower voltages. Four of these sta-
tions were bought from TEPCO and two
modern ones, such as the College Hill Sta-
tion, constructed by the board.

At these stations operators are constantly
on duty 24 hours a day, 7 days a week,
By means of meters and switches they ohserve
and regulate the flow of current, close
switches which may be opened by lightning,
and in many other ways watch over and
guard Chattanooga's electric service.

Radiating from these six high-voltage
substations are 215 miles of 12,000-volt lines
serving 53 distributing stations and dozens
of large power users., These stations are for
the most part automatic in operation, are
visited frequently by patrolmen. Through
them pass large quantities of electricity.

Many large power users require an indi-
vidual station for their exclusive use. Chat-
tanooga's cheap electric power allows wide-
spread use of it in industry, thus providing
more production, more jobs, snd a wider
variety of manufactured products. In future
years Chattanooga's publicly owned elec-
tricity, cheap to use, will be a factor favor-
able to still more industry, more preduction
of industrial products, more jobs.

The lines you see along many Chattanoogg
streets, in alleys, or along the highways are
distribution lines. Carrying electricity at
lower voltages, usually 4,000 volts, they serve
transformers which in turn furnish second-
ary lines with the 115- or 230-volt electricity
used in Chattanooga homes. Twenty-five or
30 customers may be served by 1 trans-
former, from secondary lines, by means of the
service wires which terminate at the cus-
tomer's house. \

Control over all lines is maintained by the
load dispatchers of the board. They super-
vise and route the troublemen who are sta-
tioned in various parts of the area. Com-
muniecation is by telephone or short-wave
radio, with which all trouble trucks are
equipped. This use of radio saves much
time in case of a service interruption. Most
customer service interruptions are caused by
something on the customer's premises—
blowing the main fuses. Fuses blown are
replaced at no charge by the board. '

All lines, substations, and facilities of the
board are designed by the board's engineer-
ing department. Constant study is carried
on to make use of the latest available equip-
ment. Safe construction is carefully kept in
mind to avoid accidents to board employees,
and assure the most reliable and efficient
Only the highest
grade materials are used.

Construction of new lines and facilities,
and rebuilding of old lines, is carried out,
except in rare instances, by the hoard’s line
crews and electricians. These skilled men
employ the latest tools, are schooled in the
safest methods, and in case of severe storm
damage to lines and equipment, often work
long hours far into the night restoring service.
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All incoming service calls are received by
the board's service department and routed
for prompt handling to the various depart-
ments concerned with the service, Tele-
phone operators are on duty 24 hours a day
with 14 incoming trunk.lines. Transporta-
tion facilities of the board include over 50
trucks and automobiles which travel nearly
a million miles a year. A completely equipped
garage and auto repair station is maintained
to service them.

These service facilities are maintained with
others in the board’s new and modern service
building at Oak and Greenwood Streets, just
beyond Warner Park. Erected in 1940 at a
cost of over $350,000, this service building is
a model of efficiency and arrangement for
electric-power service. It has been visited by
oficlals of many private and publicly owned
systems.

All administrative, customers’-bill-paying,

accounting, and sales-promotion activities.

are housed in the board’s office building, at
Sixth and Market Streets, erected by the
board in 1941 at a cost of £360,000. Here the
most modern and convenient bill-paying and
customer-contact arrangements are carried
out. It is open for business from 8 a. m. to
5 p. m. each week day. A night depository is

avallable for payment of bills after office

hours.

Customer-contact clerks are on hand, with

ccmfortable seating facilities for customers,
to handle new applications for service, cus-
tomers' final bills upon terminations of serv-
ice by moves, rendering duplicate bills, and
receiving inquiries and service suggestions.
Here over 3,000 duplicate bills are prepared
each month for customers who have lost their
bills,
. Chattancoga's electric-power hboard does
not sell electrical appliances, but it does feel
an obligation to 1ts customers, for the bene-
fits derived by them, to further the sale of
appliances. All sales are made by dealers,
with the board carrying on an educational
and promotional service, particularly upon
newly developed electrical appliances.

A model electric kitchen is avallable for

demonstration purposes. The board's home-
economist staff prepares recipes, teaches
cooking and canning classes, conduets food-
utilization courses. They are available at no
charge for home calls. A complete five-rocm
electric home in the administration building
rhows the many home uses for electric serv-
ice. Industrial, commercial, and residential
engineers consult with and give electrical
fdvice to the boards many customers. No
charge is made for this service,
_ Th2 board’s show windows have won na-
ticnal acclaim for beauty and attractiveness
and have provided many interesting displays
of educational value in the use and availa-
bility of electrical appliances. During the
war years these windows, together with all
other space available in the administration
building, have been devoted to public pur-
poses directly associated with the war eifort.
A complete appliance repair department for
service to thes board’s customers is main-
tained. Thirty-five repairmen service appli-
ances at cost—caring for over 35,000 cus-
tomers’ needs each year. To do this and give
prompt service requires a large stock of spare
parts.

Keeping track cf its operations, paying its
obligations, pay rolls, and constantly audit-
ing its finances is the board’s gencral ac-
counting office.’ Here over 21,000 checks
and vouchers are issued annually, financial
and cost statements prepared. All records
are kept according to the best standard prac-
tices for electrical utilities. As an added
safeguard, the board's books are audited
annually by an outside firm of nationally
recognizad public accountants. All legal
obligations are carefully checked by the
board's legal counsel.
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Power board employees are selected strictly
upon a basis of experience and gualifications
to perform the dutles assigned, and their
services are continued upon the same basis.
As Federal social-security provisions are not
applicable to city employees, the board has
placed in effect a moderate pension plan
toward the cost of which employees con-
tribute a fair share, In addition there is an
employees’ group life insurance, sickness and
hospitalization plan. About 200 of the
hoard’s craft employees are members of an
A. F. of L. union with which the board has
an agreement,

The electric-power board’s customers are
its only source of income. Those using elec-
tricity for residential use supply 36 percent
of the board's income; those using it for
commercial use supply about 12 percent, and
the large power users cupply 49 percent.
The remaining 3 percent comes from street-
lighting sales, repairing appliances, and from
mriscellaneous services to electricity users.

Chattanooga is an industrial city and large
power users take a major portion of the
board’s sales of electric current—74 percent
of the total kilowatt-hours sold. Its cheap
rates provide an opportunity for extensive
home use, and 20 percent of the kilowatt-
hours sold go for this use. Commercial
users take 5 percent and street lighting the
remaining 1 percent of total kilowatt-hours
sold. |

The beard's power purchases requires 42
percent of the board’s total income. The
expenses of operation and maintenance take
20 percent. of the income. They account for
the board's largest items of expense.

However, electrical equipment wears out,
is destroyed by storms and must be replaced

constantly. Likewise, new uses by customers

require additions to the bozrd's system, and
extensions to serve new customers are con=
stantly being made. These renewal and re-
placement expenses reguire 8 percent of the
board’s income, and additions and extensions
6 percent—making 14 percent required for
these items,

The power board has cutstanding §11,-
990,000 of the bonds issued when the system
was purchased. Eac¢h year interest must be
paid upon those outstanding and the ones
due for retirement paid off. Since 1839, the
sum of $1,834,388 has been used to retire
bonds. An amount equal to 16 percent of
the board's income has bzen ussd to pay
interest upon and retire bonds.

Many people do not realize the power board
is the largast payer of real and property
taxes to thz city cf Chattanocoga and Ham-
ilton County. Last year £362,000 was paid,
amcunting to 6.5 percent of the board’s in-
come,

Publicly owned eleetricity should be =old
so that its cost equals the expense of sup-
plying it. That has been the record with
Chattanocoga's electric power board. In its
6 years of cperation, these expenses have re-
quired 98.5 percent of its total inceme, lcav-

* ing only 15 percent as a surplus, available

for unforezeeable necds.

Chattanccga has benefited In many ways
from its publicly owned powcr system. One
of th2 most real has been thz reduction in
the cost of electricity. Basa2d upon the aver-
age rates charged in 1933, the last full year
of service by the privately owned company,
usars of electricity have in 6 years of publicly
owned power saved over §16,170,000 in their
cost of electric service. All classes of users
have benefited. In Chattanooga elcciricity is
cheap—and because of this low cast 1s widely
uszd.

No record of the electric power board's af-
fairs could be concluded without a mention
of electric service’s part in the war. Very
definitely the board’s system and facilities
have been a part of every war plant in the
Chattanocoga area. These plants have depend=-
ed uhon the service to supply their war pro-
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duction needs, and it has never been *too
little” or “too late.” Nearly 30 percent of
the board’s employees have entered the

armed forces. In all this the board has done
no more than its duty.

And now in conclusion—electricity is cheap
in Chattanooga. This makes it widely used.
In years to come this use will vastly increase
and Chattanooga citizens will have the use,
at low costs, of the many new appliances
which require electric current. It will be
th2 policy of the power board to continue to
furnish this service as a “business-managed,
taxpaying, publicly owned electric utility.”

Electrical appliance and residential usage
(The board does not sell appliances)

Percent of customers | Average
using— year
Votars ki]]owatt-
folu our -
;J:gff sold by use per
dealers  |Electric Flectrie Electric| resi-
refrig- A water | dential
crators 8¢S | heaters| cus-
tomer
1639-40. .82, 067, (78 72.0 410 18.0 1, 864
1040-41_ .| 3,134,416 £85.0 48.0 20.0 2,086
1041-42__| 2, 462, 326 £2.0 52.0 21.0 2,232
1942-43_. 7RO, 520 61.0 52.0 22.0 2,351
1043-44_ . 103,574 { "~ €0.0°} 520 22.0 434
1044-45..) = 165,801 | -8T.0 a.0 2.0 2,615

Sales of electricity in kilowatt-hours

; Commer-
Fiseal year— Total Industrial cial cus-
customers tomers
193 emes=es| 303,078,000 | 222,052, 23, 207, 0600
1040-41....... 431, 914, 000 | 325,992,000 | 28 228, 000
1041-42._ _____ 519,992,000 | 402, 253, 000 | 28, 843, 000
1942-43. ... 562, 634,000 | 438,155,000 | 27, 310, 000
1943-44_ ... 546, 100, 000 | 417, 279, 000. | 27, 471, 000
1944-45. . __... 527, 194, 000 | 390, 082, 000 | 29, 674, 000
Residential | Etreet-light
Fiscal ycar— customers customers
6, 601, COO 2, (128, 000
;5. 061, €00 2,633, 000
£6, 376, 000 2, &20, 000
04, 749, 000 2,420, 000
€8, 879, 000 2,471, 000
104, \316 Co0 2,522,000

Number of customers (end of year)

Com- | Resi-
mercial | dential

Street

Total fights

Fiscal year—

34,078
47, 166
39, 783
40, 363 11
891 | 4,619 | 40,863 10
42,203 10

o~y

Operating revenues

Induostrial
customers

Commereial

Total customers

$489, 639, 07
574, 578. 14
587, 818, 18
558, 635.73
502, 951, 38
602,719, 96

194445 ... 4847, 742, 96 |

Residential

Street-light
customers

Other reve:
customers nue

08,300 55 |  $115,814. 20
71, 755, 87 141,871, 36
71,624.19 167, 209, 38
72, 87, 24 184, 173. 66
72, 754. 36 210, 144, 94

72, 838. 63 75,906, 1<

1, 746, 581. c5




Average income per kilowatt-Tour sold
Indiuls- Cnmj-l dRes_l;l Sl;rmt
Y trial | mercial| denti gl
Fisezl year—{ Total | e e Mol
tomers | tomers | tomers | tomers
§0.02 | $0.019 | §0.08
.02 .08 03
.02 018 .03
.02 017 .03
.02 017 .03
.02 018 .03

Purchases of power (all from TVA system)

Maximum Percent an-
Fiscalyear—| kilowatt Kiljggrs:ltv nual load
demand : factor
1039-40. ... 71,187 | 338, 006, 000 £42
1 K7, 341 471, 430, 000 6. 6
194142 ... g8, 532 | 566, 659, 000 65.7
104243 . __ 102, 470 | 617, 870, 600 68.8
1043-44. 100,937 | €00, 560, 000 67.7
1944-45... .. 107,149 | 579, 963, C00 61.8

Customer savings in electricity costs
[Based on average rate per kilowatt-hour in 1038}

Indus- | Com- | Resi- |Street-

Figcal Total trial | mercial | dential | light

- yeer— cus- cus: “ous- cus-
tomers tomers | tomers

tomers

1030-40._ |81, 417, 307], $505, 661 $180, 932{ §413, 188($17, 580
7

1040-41.| 2,370,735!1, 450,862 258, 145| 642, 684 28, 046
1041-42_ | 2,040, 5881, 857, 217| 263,041) 706,032 23,698
1042-43._| 5,240, 216/2. 103, 144| 245, 786| 881, 167] 10,119
19434411 8, 157, 006(1, 041,677| 247, 442| 045,822 20,035
1944-45._| 3,025, ‘.“G&!l."li'? 166, 272,631,023, 201 22,744

Total .{16;" l'-‘D.Mnln. 805, mnll.m.cm 4, 073, 004{132, 132
Employee data
Average month- Tags| | Accl
y Num- 4 i Injuries %
Tiscal |ber em:| 1Y salary number D‘L"n‘.‘lﬁ&
year— | ployed lost time | 0 40
Male |Female|2€i€ntS | gonidents
1030400 | 417 ($156:06 | §04.31 16 0
1040-41_. 422 | 159.17 | 93,87 by 03
1041-42_. 403 | 172,16 | 104,62 16 41
1042-43_ . 886 | 187.35 | 117,41 8 3B
104544 385 | 196,331 123.09 10 20
1044-45. . 386 | 206, 76 | 128.01 14 15

::wcm:c POWER EOARD RATE SCHEDULES
Residential
Alternatlug~m1rrent service at approxi-
mately 60 cycles, 110 or 220 volts, either
gingle-phase, two-wire or thres-wire; or,
three-phase, three-wire or four-wire, as may
be reguired by board.

Rate

First 50 kilowatt-hours consumed per
month at 3 cents per kilowatt-hour.

Next 150 kilowatt-hours consumed per
month at 2 cents per kilowatt-hour.

Next 200 kilowati-hours consumed per
month at 1 cent per kilowatt-hour.

Next 1,000 kilowatt-hours consumed per
month at 0.4 cent per kilowatt-hour. -

Excess over 1,400 kilowatt-hours consumed
per month at 0.75 cent per kilowatt-hour.

Minimum monthly bill: $0.76 per meter,

Commercial

Alternating-current service from the local
distribution system at approximately 60
cycles, 110 or 220 volts; either single-phase,
two-wire or three-wire; or three-phase, three-
wire or four-wire, as may be required by
board. (Customers with demands of over
20 kilowatts and/or using over 4,000 kilo-
watt-hours per month billed on industrial
rate.)

Rate

First 250 kilowatt-hours per month, at

3 cents per kilowatt-hour.
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Next 750 kilowatt-hours per month, at 2
cents per kilowatt-hour,

Next 1,000 kilowatt-hours per month, at 1
cent per kilowatt-hour.

Excess over 2,000 kilowatt-hours per
month, at 0.8 cent per kilowatt-hour

Industrial

Character of service: Alternating current,
three-phase, 60 cycles.
be at the discretion of board and will be de-
termined by the voltage avallable Irom
distribution lines in the vicinity and/or
other conditions.

Rate

Demand charge (based on 30-minute de-
mand): $1 per kilowatt of demand per
month, first 1,000 kilowatts; 90 cents per kil-
owatt of demand per month, over 1,000
kilowatts.

Energy charge:

First 10,000 kilowatt-hours consumed per
month, at 10 mills per kilowatt-hour.

Next 25,000 kilowatt-hours consumed per
month, at 6 mills per kilowatt-hour.

Next 65,000 kilowatt-hours consumed per
month, at 4 mills per kilowatt-hour.

Next 400,000 kilowatt-hours consumed per

month, at 3 mills per kilowatt-hour.
Over 500,000 kilowatt-hours consumed per
month, at 2.5 mills per kilowatt-hour.
Charge for energy in excess of 360 times
the demand shall be subject to a reduction
of 0.5 mill per kilowatt-hour from the other-

‘wise applicable rate.

THE REVENUE ACT OF 1945

The Senate resumed the consideration
of the bill (H. R. 4309) to reduce taxation,
and for other purposes.

The PRESIDING OFFICER. The
question is on the adoption of the first
committee amendment, which has al-
ready been read, but which will again be
stated.

The CHIEF CLERK. On page 1, line 7,
after the word “amendment”, it is pro-
posed to insert “or repeal.”

The amendment was agreed to.

The next amendment was, on page 1,
in line 8, after the word “fo”, to insert
‘“‘or repeal of.”

The amendment was agreed to.

The next amendment was, under the
heading “Title I—Income and excess-
profits tax—Part I—Individual income
taxes”, on page 2, line 8, after the word
“in”, to insert “normal tax and.”

The amendment was agreed to.

The next amendment was, on page 2,
after line 9, to insert:

(a) Reduction in normal tax on individu-
als: Section 11 (relating to the normal tax on
individuals) is amended to read as fcllows:

“Sec. 11. Normal tax on individuals.

“There shall be levied, collected, and paid
for each taxable year upon the net income of
every individual a normal tax defermined by
computing a tentative normal tax of 3 per-
cent of the amount of the net income in
excess of the credits against net income pro-
vided in section 25, and by reducing such
tentative normal tax by 5 percent thereof.
For alternative tax which may be elected if
adjusted gross income 1is less than $5,000, see
Supplement T.”

The amendment was agreed to.

The next amendment was, on page 2,
after line 21, to sirike out:

(a) In general: SBection 12 (b) (relating
to the rate of surtax on individuals) is
emended to read as follows:

“(b) Rates of surtax: There shall be levied,
collected, and paid for each taxable year
upon the surtax net income of every indi-
vi%}ml the surtax shown in the following
table:

Voltage supplied will
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“If the surtax net
income is:

Not over $2,000_.----

Over $2,000 but not
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. The surtax shall
be:
16% of the surtax
net income.
$320, plus 189 of ex-

over $4,000. cess over $2,000.
Over $4,000 but not  $680, plus 229 of ex~
over §6,000, cess over $4,000.

Over $6,000 but not
over £8,000.
Over §8,000 tut not

$1,120, plus 26% of
cxcess over $6,000.
$1,640, plus 30% of:

over $10,000. excess over $8,000.
Over $10,000 but not  §2,240, plus 349% of
over $12,000. excess over $10,000.
Over $12,000 but not  §2,920, plus 39% of:
over $14,000. excess over £12,000.
Over §14,000 but not  $3,700, plus 439% of
over $16,000. excess over $14,000.
Over $16,000 but not $4,650, plus 46% of
over $18,000. excess over $16,000,
Over $18,000 but not  §5480, plus 499% of
- over $20,600. i €xcess over $18,000.
Over £20,000 but not  $6,460, plus 50% of
over $22,000. excess over $20,090.-
Over §22,000 but not 7,460, plus 53% of
over §26,000. €xcess over $22,000.
Over $26,000 -but not 3,520, plus 55% .of
over $32,000. cxcess over $26,000.
Over 832,000 but not $12,820, plus 58% of
over $38,000. excess over $32,000.
Over $38,000 but not  $16,360, plus 62% of
-over $44,000. €Xcess over $38,000.
Over §44,000 but not  $20,080, plus 65% of
over $50,000. excess over $44,000.
Over $50,000 but not  §23,980, plus 67% of
aver §£60,000. excess over $50,000.
Over £60,000 but not  $30,680, plus 70% of
over £70,000. excess over $60,000.
Over 850,000 but not  $37,689, plus 72% of
over $80,000. excess over $70,000,
Over $60,000 but not  $44,820, plus 76% of
over £980,000. excess over $80,000.

Over $90,000 but not
over $100,0C0.

852,480, plus 787% of
excess over $90,050.

Over $100,000 but not  $60,280, plus 79 %

over $150,000. ol excess over
$100,0C0.

Cver $150,000 but not  £160,030; plus 81% of

over $200,000.

cxcess over $150,-
0C0.

Over £200,000- .- £140,530, plus 811 %
of excess over
$200,000."

And in lieu thereof to insert the fol-
lowing:
(b) Reduction In surtax on individuals:

.Section 12 (b) (relating to the rate of surtax

on individuals) is amended to read as fol-
lows:

“(b) Rates of surtax: There shall be levied,
collected, end paid for each taxable year upon
the surtax net income of every individual a
surtax determined by computing a tenta-
tive surtax under the following table, and by
reducing such tentative surtax by 5 percent

thereof:

“If the surtax net
income is:
Not over $2,000. ...~

Over §2000 but not
over 4,000,

Over £4,000 but not
over §6,0C0.

Over $6,000 but not
over £8,000.

Over €8,000 but not
over $10,000.

Over §10,000 but not
ovar $12,000.

Over $12,000 but not
over $14,000.

Over $14,000 but not
over £16,000.

Over £16,000 but not
over $18,000,

Over $18,000 but not
over $20,000.

Over 820,000 but not
over $22,000.

The tentative sur-
tax shall be:
17% of the surtax
net income.
$340, plus 19% of ex-
cess over $2,000.
£720, plus 23% of ex-
cess over $4,000.
$1,180, plus 27% of
excess over 6,000,
$1,720, plus 31% of
excess over 83,000,
§2,340, plus 86% of
excess over 10,000,
$3,040, plus 409 of
excess over $12,000,
£3,840, plus 44% of
excess over $14,000.
$4,720, plus 47% of
excess over §16,000.
$5,660, plus 50% of
excess over $18,000.
£6,600, plus 653% cof
excess over $20,000,
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“If the surtax net

income is:

Over $22,000 but not
over $26,000.

Over $26,000 but not
over £32,000.

Over $32,000 but not
over $38,000.

Over $38,000 but not
over b

Over $44,000 but not
over §50,000.

Over 850,000 but not
over £60,000,

Over £60,000 but not
over §70,000.

Over $70,000 but not
over $80,000.

Over $80,000 but not
over $80,000.

Over 90,000 but not
over $100,000.
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The tentative sur-
tax shall be:
87,720, plus 56% of
excess over $22,000.
$0,960, plus 59% of
excess over $26,000.
$13,500, plus 627% of
excess over $32,000.
$17,220, plus 66% of
excess over $38,000.
$21,180, plus 69% of
€xcess over $44,000,
$26,320, plus 72% of
excess over $50,000.
$32,520, plus 76% of
excess over $50,000.
$40,020, plus 78% of

excess over §70,000.-
$47,820, plus 81% of

excess over $80,000.
$55,920, plus 84% of
excess over £90,000,

“If the surtax net The tentative sur-

income is: tax shall be:
Over $100,000 but not  $64,320, plus 88% of
over $150,000. excess over $100,~
000.
Over $150,000 but not  $107,320, plus 87% of
over $200,000. excess over $150,-
000,
Over $200,000___ .. $150,820, pius 88% of
excess over $200,-
000.™

The amendment was agreed to.

The next amendment was, on page 5,
to strike out lines 1 to 4, inclusive, as
follows:

(b) Limitation on tax: Section 12 (g) (re-
lating to the 90 percent limitation) is
amended by striking out 90 percent” and
inserting in lieu thereof 81 percent.”

The amendment was agreed to.

OCTOBER 24

The next amendment was, on page 5,
after line 4, to insert the following:

(¢) Limitation on tax: Section 12 (g) (re-
lating to the 80 percent limitation) is
amended by striking out “80 percent” and in-
serting in lieu thereof 8514 percent.”

The amendment was agreed to.

The next amendment was, on page 7,
after line 1, to strike out:

(1) Section 11 (relating to the normal tax
on individuals) is amended by striking out
“section 25 (a)"” and inserting in lieu thereof
“section 25".

The amendment was agreed to.

The next amendment was, in section
103, “Individuals with adjusted gross
incomes of less than $5,000”, on page 10,
after line 3, to strike out:

1f the adjusted grosS | And the number of exemptions is— 3 thfhﬂmm And the number of exemptions is—
1 2 3 4 or more, 1 2 3 4 5 6 7 8 9 or more
Atleast—| Dot less At least—| Bt less
The tax shall be— The tax shall be—

0 $550 £0 1] $0 §0 $2, 200 $2, 226 1268 §188 $93 0 §0 £0 0 0 20
520 575 1 0 0 0 2, 225 2, 250 288 193 3 0 0 0 0 0
575 600 5 0 0 0 2,250 2,275 22 197 102 7 0 0 0 il 0
€00 625 10 0 0 0 2,275 2,300 206 201 [, 106 11 0 0 0 0 0
625 650 14 0 0 0 2,300 2,32 400 205 110 15 0 0 0 0 0
650 675 18 'ﬂ 0 0 2,325 2,350 305 210 115 20 0 0 0 0 0
675 700 3 0 0 2, 350 2,375 a0 214 119 24 0 0 0 U 0
700 725 27 0 0 0 2,875 2,400 313 218 123 28 0 0 0 o 0
725 750 a1 0 0 0 2,400 2,425 18 203 128 33 0 0 0 0 0
750 775 a5 0 0 0 2,425 2,450 302 227 132 a7 0 0 ol ., 0 0
75 800 40 0 0 0 2,450 2,475 326 21 136 41 0 0 g =le o
800 825 44 0 0 0 2,475 2, 500 330 25 140 45 0 o 0 0 0
8256 860 48 0 0 0 2, 500 2,528 335 240 145 &0 0 ] 0 0 0
850 875 52 0 0 0 2,525 2, 560 339 244 140 i ] 0 (1] 1} 0 0
875 900 57 0 0 0 2, 550 2,575 43 248 153 2% 0 0 0 0 0
600 425 61 0 0 0 2,575 2, 600 AT 252 157 62 0 0 0 0 0
925 950 65 0 0 0 2, 600 2, 625 252 257 162 67 0 0 0 0 0
850 75 70 0 0 0 2,625 2, 630 356 261 166 71 [ 0 0 0 0
975 1,000 74 0 0 0 2, 650 2,675 360 265 170 75 0 0 o 0 0

1, 000 1,026 8 0 a 0 2,675 2,700 365 270 175 80 0 {1} 0 i} 0
1,025 1,050 82 0 1] 0 2, 700 2,725 369 204 179 84 ] (1] 0 {1} 0
1,050 1,075 87 0 0 0 2,725 2,750 378 28 183 88 0 0 0 0 0
1,075 1, 100 a1 0 0 0 2,750 2,775 a7 282 187 92 o 0 0 0 (1]
1, 100 1,125 a5 0 0 0 2,775 2,800 82 287 192 7 2 0 0 0 0
1,125 1,130 100 5 0 0 2, 800 2,825 387 201 196 101 0 0 0 0 0
1, 150 1,175 104 9 0 0 2, 525 2, 850 301 205 200 105 10 0 0 0 0
1,175 1, 200 108 13 0 0 2, 850 2,875 306 209 24 109 14 0 0 0 0
1, 200 1,225 112 17 0 0 2,875 2, 900 401 304 200 114 19 0 0 0 0
1,225 1, 250 n7 2 0 0 2, 500 2,025 405 308 213 118 23 o 0 1] 0
1, 250 1,275 121 2 0 0 2,025 2, 950 410 312 217 122 % 0 0 0 0
1,275 1, 300 125 30 0 i 2,650 2,07 415 317 222 127 32 0 0 0 0
1, 300 1,325 129 34 0 0 2,975 3, 000 420 321 226 131 36 0 0 0 0
1,325 1, 350 134 30 0 0 4, 000 3, 050 427 397 n2 137 42 (] 0 U 0
1,350 1,376 138 43 ] 1] 3, 050 3, 100 430 336 241 146 51 ] [ .. 0
1,375 1, 400 142 47 0 0 3, 100 3,150 446 344 249 154 4] 0 [i] 0 0
1,400 1,425 147 52 0 0 3,130 3, 200 455 353 248 163 08 0 0 0 0
1,425 1,450 151 5 0 0 3,200 3,250 A 361 266 171 76 0 0 0 0
1,450 1,475 156 60 0 0 3,250 3, 300 474 370 275 180 85 0 0 0 ]
1,475 1, 500 150 4 0 0 3,800 3,350 483 379 264 189 04 0 0 0 0
1, 500 1,625 164 69 0 0 3, 350 3,400 403 388 292 197 102 7 0 ] 0
1,525 1, 560 168 73 0 0 3, 400 3,450 2 397 301 206 111 16 0 0 0
1, 550 1,575 172 77 0 [ 3,450 3, 500 512 407 300 214 119 2 0 0 0
1,575 1, 600 176 81 0 0 3,500 3, 550 521 416 318 203 128 38 0 0 0
1, 600 1,625 181 8 0 (1] 3, 530 3, 606 531 426 320 231 136 41 0 0 0
1,625 1, 650 185 a0 0 0 3,600 3,650 540 435 835 240 145 50 0 0 0
1, 650 1,675 188 o4 L] ] 3, 650 3, 700 H50 445 343 248 158 58 [ 0 0
1,675 1, 700 104 4 4 0 3,700 3,750 559 454 352 257 162 67 0 0 0
1, 700 1,725 198 103 8 0 3,750 3, 800 508 463 36l 206 17 76 0 0 0
1,725 1,750 202 107 12 0 3, 800 3,850 “578 473 369 274 179 84 [ 0 0
1,750 1,775 206 111 15 0 3,850 3,900 87 482 378 243 188 93 0 0 0
1,775 1,800 m 16 21 0 3, 800 3,050 507 462 387 241 106 101 6 0 0
1, 200 1,825 215 120 25 0 3, 950 4, (00 (L1 501 206 205 110 15 0 0
1,825 1, 850 219 124 2 0 4, (00 4, 050 616 511 406 213 118 b 0 0
1,850 1,875 228 128 a3 0 4, 050 4,100 625 520 415 317 222 127 32 0 0
1,875 1, 800 228 133 38 ] 4, 100 4, 150 635 530 425 325 230 135 40 (1] 1]
1, 906 1,925 232 137 42 o 4, 150 4, 200 644 539 434 334 30 144 4 0 0
1,025 1, 950 236 141 46 0 4,200 4, 200 654 540 444 42 M7 152 3 1} 0
1, 950 1,975 241 146 51 0 4, 250 4, 300 663 568 453 301 258 161 a6 0 0
1,975 2, 000 245 150 55 0 4,500 4,450 672 567 462 360 265 170 75 0 0
2, 000 2,025 249 154 50 0 4, 350 4, 400 082 577 472 308 273 178 83 0 0
2,026 2, 060 253 158 63 ] 4, 400 4, 450 Gl 586 481 3T 187 92 0 0
2,050 2,075 258 163 68 0 4,450 4, 500 701 590 491 a8 260 195 100 5 0
2,075 2, 100 262 167 72 o 4, 500 4, 550 710 605 E00 305 200 204 109 14 0
2, 100 2,125 260 171 76 0 4, 560 4, 600 720 615 510 405 307 212 17 2 0
2,125 2,150 o | 176 81 0 4, 600 4, 650 729 G224 619 414 316 b | 126 31 0
2,150 2,175 275 180 85 0 4, 650 4, 700 730 634 £29 424 324 239 134 £ 0
2,175 2, 200 2579 184 89 0 4,700 4,750 748 643 £38 433 233 238 143 = 3

4,750 4, 800 787 652 547 442 342 247 152 57 0

4, 800 4,850 767 602 557 452 250 255 160 5 0

4, 850 4, 900 776 671 5t 461 350 Zi4 164 74 0

4, 000 4,950 786 81 576 471 367 272 77 82 0

4, 950 &, 000 705 690 585 480 376 251 186 a1 0
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And in lieu thereof to insert the following

1945

And the number of exemptions is—

0 or more
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The tax shall be—
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If the adjusted gross
income Is—

But less
than—

At least—|
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And the number of exemptions fs—

2 | 3 “l Or more

The tax shall be—
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income is—

If the adjusted pross

But less
than—
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§560
575
€00
025
650
675
7
7
750
775
800
8256
830
875
600
925
950

75
025
1,050
075
100
1,125
150
175
1,200
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At leasl—
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And themumber of withholdingexemptions claimed is—
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104, Reduction in Withholding of Tax
If the pay-roll period with respect to an employee is weekly
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CONGRESSIONAL RECORD.

‘The next amendment was, in seetion at Source.on Wages, to strike out pages

The amendment was agreed to.
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1945

If the pay-roll period with respect to an employee is biweekly
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If the pay-roll period with respect to an employee is semimonthly

And the number of withholding exemptions claimed is—
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And the wages are—
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1945

If the pay-roll period with respect to an employee is monthly

And the number of withholding exemptions claimed is—

And the wages are—
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If the pay-roll period with respect to an employee is a daily pay-roll period or & miscellaneous pay-roll period

And the wages divided by the num-

And the number of withholding exemptions claimed is—

ber of days in such period are—
1 2 3 4 5 6 7 8 9 10 or more
At least— But less than— The amount of tax to be withheld shall be the following amount multiplied by the number of days in such period

1790l waces| =~ §0 0 §0 §0 §0 0 0 {0 £0 $0

$0.50 0 0 0 0 0 0 0 0 0 0

20 .05 0 0 0 0 0 0 0 0 o

3B .10 0 0 0 0 0 0 0 0 0

.40 .16 0 0 0 0 0 0 0 0 0

.45 .20 0 0 0 0 0 0 0 0 0

50 W28 | 0 0 0 0 0 0 ] 1] 0

B .25 0 0 0 0 0 0 0 0 0

i) .80 .06 0 0 0 0 0 0 0 0

.00 .35 .10 0 0 0 0 0 0 0 0

.05 .40 15 0 0 0 0 0 0 0 0

.70 .45 L20 0 0 0 0 0 0 0 0

.75 .50 .25 0 0 0 0 0 0 0 0

&0 . 56 .25 1] 0 o 0 0 ] 0 0

.85 .65 .80 .05 0 0 0 0 0 0 0

40 .60 .35 10 0 0 0 0 0 0 0

.60 .65 .40 18 0 0 0 0 0 0 0

£5 .70 45 .20 0 0 0 0 0 0 0

100 .75 LE0 .20 0 0 0 0 0 0 0

1.05 .80 \ 85 28 0 0 0 0 0 0 0

1.10 .85 &8 .80 .05 0 0 0 0 0 0

1.15 85 .60 .35 .10 0 0 0 (] 0 0

1. 20 L£0 .65 .40 .15 0 0 0 0 0 0

1.25 -8 .70 45 .20 0 0 0 0 0 0

LB 1.00 .75 50 .20 0 0 0 0 0 ]

1.35 L05 JE0 .50 .25 0 0 0 0 0 0

1.40 1.10 .85 .55 .30 .05 0 0 0 0 0

1.45 115 86 .60 .35 .10 0 0 0 0 0

145 1.20 .80 . 66 .40 .15 0 0 ] 0 0

1.50 125 .95 .70 .45 .15 0 0 (i} 0 0

1.55 120 1.00 .75 L0 .20 0 0 0 0 0

1.60 L25 1.05 80 .50 25 0 0 0 0 0

1.65 1.856 1.10 .80 .55 .30 .05 0 0 0 0

1.70 1.40 115 .85 €0 .38 10 0 0 0 0

1.75 1.45 1.20 .90 .65 .40 .15 0 0 0 0

1.85 185 1.25 .95 .70 .45 .20 0 0 [ 0

1,80 LG5 1.356 1.05 80 56 .30 0 0 0 0

2.00 1.75 1.45 115 .80 .60 35 .10 0 0 0

2.10 1.80 1.55 1.25 .95 .70 .45 +20 0 0 0

2.20 1.90 1.65 1.35 1.05 .80 .56 + 25 0 0 0

2.30 2.00 1.70 1.45 L15 .20 80 .35 .10 0 0

2,40 2.10 1. 80 1.55 1.25 .95 L 70 .45 20 0 0

2,50 2.20 150 1.65 1.35 1.05 .80 .55 25 0 0

2.0 2,30 2.00 1.70 1.45 115 60 60 L45 .10 0

2.70 2.40 210 1.80 1,55 1.25 85 .70 .45 0 0

2.75 2.60 220 1.90 1,60 1,35 1.05 .80 65 - 20 0
2,85 2.60 2.30 2.00 170 1.45 1.15 .85 .60 .35 .10
2.95 2,65 2.40 210 1.80 1.50 1.25 .85 L0 .45 « 20
3.05 2.76 2.50 2.20 190 1.60 1.35 1.05 .80 .50 225
3.15 2,85 2.60 2.30 2.00 1.70 1.40 115 -85 G0 .35
$1R, 3.25 2.95 2,65 2.40 2.10 1.80 1. 50 1.25 .95 .70 A5
: L £ 3.35 3.05 2.75 2.50 2.20 1.20 1. €0 1.35 105 . 80 .50
X 3.45 3.15 2.85 2. 56 2.20 2.00 1.70 1.40 1.15 .85 60
5 8.55 3.25 2.95 2.65 2.40 2.10 1.80 1.50 125 .95 #T0
. 3.60 3.35 3.05 2,75 2.45 2.20 1.90 1.60 1.20 1.05 W75
. 3.75 3.50 8.20 2.80 2.60 2.35 2.06 1.75 1.45 1.20 .90
$21.00 $22.00 3.95 3.65 8.40 3.10 2.80 2,60 2.25 1.95 1.65 1.35 L10
$22. 00 $23.00 4.15 3.85 3.55 3.30 3.00 2,70 2.40 2.15 L85 1,55 1.25
$23. 00 £24.00 4,35 4.05 8.75 3.45 3.20 2.90 2.60 2.30 2.05 L75 145
$24.00 $25. 00 4.50 4.25 3.95 3.65 3.35 3.10 2,80 2.50 2.20 1.95 1. 65
$25. 00 $20. 00 4.70 4.40 4.15 3.85 8.55 3.25 3,00 2.70 2.40 210 1.85
$26. 00 o SRS . 80 4.60 4.30 4.05 3.75 3.45 3.15 2.90 2,60 2,30 2.00
$27.00 $28. 00, 5.10 4.80 4.50 4.20 3.95 3.65 3.85 3.05 2.80 2. 50 220
$28,00 £29.00 5.30 5.00 4.70 4.40 4,15 3.85 3.55 8.25 8.00 2.70 2.40
$29. 00. $30. 00 5.45 6. 20 4.90 4.60 4,30 4.05 8.75 3.45 8.15 2.90 2.60

19 percent of the excess over $30 plus—

$30.00 ANd OVl ne e seemmmnememmeanael 5. 65 b.25 5.00 4.70 4.40 4.10 3.85 3.65 8.25 2.95 270
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And in lieu thereof, to insert the following

If the pay-roll period with respect to an employee is \mw.l:lgir

And the number of withholding exem]itions claimed is—
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And Lthe wages are—

Bul less than—

$180

At least—

--| $200

$180. oo | B0

Vi SRR 1 | AR

£150
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If the pay-roll period with respeet to an employee is biweekly

And the number of withholding exemptions claimed is—

10 or more
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19 percent of the excess over $400 plus—

57.70

The amount of tax to be withheld shall be—
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And the wages are—

But less than—
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If the pay-roll period with respect to an employee is semimonthly

And the number of withholding exemptions elaimed is—

10 or mere
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10 percent of the excess over $500 plus—

75.10

The amount of the tax to be withheld shall be—
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And the wages are—
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If the pay-roll .pwiod w.i.th respect to an employee is monthly

L] [ 10 or more
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And the number of withholding exernptions elaimed is—

The amount of tax to be withheld shall be—
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19 percent of the excess over $1,000 plus—
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If the pay-roll period with respect to an employee is a daily pay-roll period or a miscellanecus pay-roll period

And the wages divided by the num-

ber of days in such period are—

At least— But less than—

$20.00 and over. _...... oy tiab e,

And the number of withholdi jons claimed is—
o | 1 2 a 4 b 6 7 8 9 10 or more
The amount of tax to be withheld shall be the following amount multiplied by the number of days in such period
{0 §0 0 §0 £0 §0 £0 0 30 §0
0 0 0 0 0 0: 0 0 0 ]
.05 0 0 0 ] o 0 0 0 0
10 0 0 0 ] 0 0 ] 0 ]
.15 0 0 0 0 0 0 0 0 (1]
20 0 0 0 0 ] 0 0 0 L
.25 0 0 0 ) 0 0 0 0 0
.25 0 0 0 0 {1} 0 0 0 0
.30 .06 0 0 0 0 0 0 0 0-
+ 35 10 0 0 0 0 0 0 0 o
A0 .15 0 0 0 0 0 0 0 0
46 .20 0 1] 0 0 1] 0 o n
50 .25 0 0 0 0 0 0 0 0
. 56 .25 0 (1] 0 Sl 0 0 0 0
. 50 .20 .05 0 0 0 0 0 0 0
. 60 .25 e (1) 0 0 0 0 0 0 {1}
. 65 L40 .16 0 [1] ] 0 ] 0 0
: .70 .45 .20 [1} 0 ] 0 0 0 0
1.60 W75 L0 20 0 0 0 0 0 0 0
1.05 o1 . 56 .20 o 0 0 0 ] 0 0
1.10 .85 .k a0 .05 0 1] {1} 0 1] 0
1.15 1] .60 35 .10 0 0 0 1] 0 0
1.20 80 A5 40 15 0 0 0 0 0 0
1.25 05 ] .45 .20 0 0n 0 (19 0 0
1.20- 1.00 .75 L850 .20 0 o 0 0 0 0
1.36 1.05 .80 . 50 .25 0 ;! 0 0 0 o i
1.40 1.10 .85 . b w20 .06 0 0 0 0 0
1.40 1.15 .85 L B0 .35 e L 0 0 0 0 0
1.46 1.20 +£0 .65 .40 15 0 0 0 0 0
1. 50 1.25 .95 .10 .45 .16 0 0 0 o 0’
1.556 1,30 1.00 L5 -E0 220 | 0 0 o' 0 0
1.60 1.35. 1.05 LEO LED 25 -0 0 0 0 0
1.65 1.35 1.10 . 8 55 .20 05 0 0 0 0
1.50 1.40 1.15 . B85 B0 L 10 0 0 0 (1]
1.75 1.45 1. 20 <80 65 .40 .16 (1] 0 0 - 0
1.80 1556 1.25 95 70 45 .20 0 0 {1} 0
1.60 1.65 1.35. 1.05 £0. . 55 30 0 0 -0 0
2.00 1.75 1.45 1.16 50 .60 » 38 .10 0 (1] 0
2.10 1.80 . 1.55 125 A5 L0 *oadb .20 0 0 0
2.20 1. 60 © 1.66 1.35 1.05 .50 .56 .25 0 0 0
g 2.00 1.70 1.45 1.15 .80 <60 .35 .10 0 0.
2.10 1. 80 155" L 25 .95 KT idl .45 -20 0 0
2.20 1.80 1.€0 1.35 1.06 .80 .85 .25 0 0
2.30 2.00 1.70 1. 45 1.15 .80 L G0 .36 .10 0
2.40 2.10 1.£0 1. E0 1.25 .95 .70 .45 .20 ]
2.E0 2.20 1.€0 1.€0 1.35. | - 1.06 .80 .55 25 0
2,55 2.30 2.00 1.70 1. 45 L15 85 .60 .35 10
05 2. 65 2.40 2:10 1. 80 1.50 . 1.25 . «95 . L Te .45 « 20
3.056 2.75 2.45 2.20 1.€0 1.60 1.35 1.05 .80 6 .25
3.15 2;85 2.55 2.30 2.00 1.70 1.40 1.15 .85 B0 L33
3.5 2.95 2.65 2.40 2.10 1.80 1.50 1.25 U5 ) A5
3.35 3.05 2,756 2.45 2,20 1.90 1. 60 1.30 1.06 .80 « i)
3.40 3.15 2.85 2.55 2,30 2.00 1.70 1.40 1.15 .85 L 60
3. 50 B 2,95 2.65 2,35 210 1. 80 1. 50 1.25 .95 70
2. 60 3,30 3.05 2.75 2,45 2.2 1.60 L &0 1.30 1. 05 w70
3.75 3.45 3.20 2.90 2.€0 2.30 2,05 1.75 1.45 1.20 .90
3.95 3.65 3. 356 310 2. 80 2.50 220 1.95 1.85 1.35 110
4.15 3.85 3. 556 3.25 3.00 2.70 2.40 2.10 1.85 1. 55 L35
4,30 4,05 275 3. 45 3.156 2.90 2,60 i 2.30 2.05 1.75 1.45
4. 50 4. 20 3.95 3. 65 3. 35 2,05 2,80 2,50 2.20 1.95 165
4.70 4. 40 4.10 3.85 &, 55 3.25 2.95 2.70 2,40 2:10 1.85
4,90 4, 60 4,30 4.00 .75 3.45 3.13 2,90 2. 60 2.30 2.00
& 05 4. 80 4.50 4.20 3.90 3. 656 3.35 3. 05 2.80 2.50 2.20
825 4,95 4.70 4,40 4.10 2,80 3.556 3.25 2,95 2.70 240
5.45 515 4,85 4.60 4.30 4.00 3.75 3.45 .15 2.85 2.6
10 percent of the excess over $30 plus—
5. 56 5. 25 4.95 4.70 4.40 4.10 3.£0 3. 55 3.25 2.55 27

The amendment was agreed to.

The next amendment was, on page 23,
after line 2, to insert:

(d) Withholding statements:

(1) Section 1625 (a) (relating to with-
holding receipts) is amended by inserting
after “required to deduct and withhold a
tax in respect of the wages of an employee”
the following: “, or who would have been so
required if the employee had claimed no
more than one withholding exemption,”.

(2) Scetion 1626 (a) and (b) (relating to
penaities in connection with withholding
receipts) are amended (A) by striking out
“in respect of tax withheld pursuant to this
subchsapter” in each of such subsections, and
(B) iy striking out ‘‘receipt” wherever ap-
pearing therein and inserting in lieu thereof
“statement.”

The amendment was agreed to.

The next amendment was, under the
subhead “Part II—Corporation taxes,”
on page 23, after line 19, to strike out
the following section:

SEc. 121. Decrease in corporation surtax.

(&) In general: Section 15 (b) (relating
to the corporation surtax) is amended to read
as follows:

“(b) Imposition of tax: There shall be
levied, collected, and paid for each taxable
year upon the corporation surtax net income
of every corporation (except a Western Hem-
isphere trade corporation ¢s defined in sec-
tion 109, and except a corporation subject to
‘a tax imposed by section 231 (a), Supple-
ment G or Supplement Q) a surtax as fol-
lows:

“(1) Surtax net incomes not over $25,000.—
Upon corporation surtax mnet incomes not

over $25,000, 6 percent of the amount thereof. .

“(2) Surtax net incomes over $25,000 but
not over $50,000.—Upon corporation surtax
net incomes over $25,000, but not over £50,-
000, $1,500 plus 18 percent of the amount of
the corporation surtax net income over
$25,000.

“(3) Surtax net incomes over $50,000—
Upon corporation surtax net incomes over
$50,000, 12 percent of the corporation surtax
net income.”

(b) Mutual insurance companies other
than life or marine: Section 207 (a) (relating
to mutual insurance companies, other than
life or marine) is amended (a) by striking
out "20 percent” in paragraph (1) (B), and
inserting in lieu thereof “12 percent’; and
(b) by striking out “32 percent” in paragraph
(3) (B), and inserting in°lieu thereof “24
percent.”

(c) Regulated investment companies: Sec-
tion 362 (b) (4) (relating to the surtax on



8978

regulated investment companies) is amended
by striking cut “16 percent” and inserting in
leu thereof *“12 percent.”

(d) Taxable years to which applicable: The
amendments made by thls section shall be
applicable with respect to taxable years be-
ginning after December 31, 1945. For treat-
ment of taxable years beginning in 1945 and
ending in 19485, sce section 131,

The amendment was agreed to.

The next amendment was, on page 25,
after line' 7, to insert the following
section:

Sec. 121. Reduction in normal tax and surtax
*  of special classes of corporations.

(a) Normal tax: Seetion 13 (b) (relating to
the normal tax on corporations) is amended
to read as follows:

“(b) Imposition of tax: There shall be
levied, collected, and pald for each taxable
year upon the normal-tax net income of every
corporation the normal-tax net income of
which is more than $25,000 (except a corpo-
ration subject to the tax imposed by section
14, section 281 (a), supplement G, or supple-
ment @) whichever of the following taxes is
the lesser:

“(1) General rule: A tax of 24 percent of
the normal-tax net income; or

“(2) Alternative tax (corporations with
normal-tax net incomes over $25,000, but not
over $60,000) : A tax of 4,250, plus 29 percent
of the amount of the normal-tax net income
in excess of $25,000."”

(b) Special classes of corporations: Section
14 (b) (relating to normal tax on corpora-
tions with net incomes of not more than
$25,000) is amended to read as follows:

“{b) Corporations with mnormal-tax net
incomes of not more than $25,000: If the
normal-tax net income of the corporation is
not more than $25,000, and if the corporation
does not come within one of the classes speci-
fied in subsection (e¢), (d), or (e) of this sec-
tion, the tax shall be as follows:

“Upon normel-tax net incomes not in
excess of $10,000, 15 percent.

“Upon normal-taf net incomes in excess of
$10,000 and not in excess of $20,000, $1,500
plus 18 percent of the excess over $10,000.

“Upon normal-tax net incomes in excess of
$20,000, and not in excess of $25,000, 3,300
plus 19 percent of the excess over $20,000."

(c) Section 15 (b) (relating to the corpo-
ration surtax) is amended to read as follows:

“{b) Imposition of tax: There shall be
levied, collected, and paid for each taxahble
year upon the corporation surtax net income
of every corporation (except a Western Hemi-
egphere trade corporation as defined in sec-
tion 109, and except a corporation subjeect to
the tax imposed by section 231 (a), supple-
ment G, or supplement @), a surtax as
follows:

“(1) Burtax net incomes not over $25,000:
If the corporation surtax net income is not
more than $25,000, the tax shall be as follows:

“Upon corporation surtax net incomes not
in excess of $10,000, 5 percent.

“Upon corporation surtax net incomes in
excess of $10,000 and not in excess of $20,000,
$500 plus 9 percent of the excess over $10,000.

“Upon corporation surtax net incomes in
excess of $20,000 and not in excess of $25,000,
$1,400, plus 10 percent of the excess over
$20,000.

“(2) Burtax net incomes over $25,000 but
not over $£60,000: Upon corporation surtax
net incomes over $25,000 but not over $60,000,
the tax shall be $1,8900, plus 22 percent of the
amount of the corporation surtax net income
over $25,000.

“(3) Surtax net incomes over $60,000: Upon
corporation surtax net incomes over $60,000,
the tax shall be 16 percent of the corporation
surtax net income.”

(d) Mutual insurance companies other
than life or marine: Section 207 {(a) (relat-
ing to mutual insurance companies, other
than life or marine) is amended by striking
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out “20 percent” in paragraph (1) (B), and
inserting in lieu thereof “10 percent.”

(e) Taxable years to which applicable: The
amendments made by this section shall b2
applicable with respect to taxable years be-
Einning after December 81, 1945. For treat-
ment of taxable years beginning in 1945 and
ending in 1846, see section 131.

The amendment was agreed to.

The next amendment was, on page 28,
after line 10, to strike out the following
section:

Bec. 122. Reduction in excess-profits tax for

1046,

(a) Reduction in rate: Section 710 (a) (1)
(imposing the excess-profits tax) 1s amended
to read as follows:

(1) General rule: There shall be levied,
collected, and paid, for each taxable year,
upon the adjusted excess-profits net income,
as defined In subsection (b), of every corpora-
tion (except a corporation exempt under sec-

tion 727) a tax of 60 percent of the adjusted *

excess-profits net income.”

(b) Deferment of payment in case of ab-
normality eliminated:

(1) Section 710 (a) (5) (permitting defer-
ment of tax in cases of abnormality) is re-
pealed.

(2) Section 722 (d) (relating to general
relief) is amended by striking out “, except
as provided in section 710 (a) (5)."

{¢) Repeal of 10 percent credit against
excess-profits tax: Section 784 (providing a
10-percent credit against excess-profits tax)
is repealed,

(d) Technical amendment. Section 26 (e)
(relating to the credit for income subject to
the excess-profits tax) is amended—

(1) by striking out "85 percent” and in-
serting in lieu thereof: “60 percent”; and

(2) by striking out “without regard to the
limitation provided in section 710 (a) (1)
(B) (the 80-percent limitation),”.

(c) Taxable years to which appl!cabla:
The amendments and repeals made by this
section shall be applicable with respect to
taxable years beginning after December 31,
1945. For treatment of taxable years begin-
ning in 1945 and ending in 1946, see section
131.

The amendment was agreed to.

The next amendment was, on page 29,
line 20, to change the section number
from “123” to “122”, and in the same line
after the word “in”, to strike out “1947"
and insert “1946.”

The amendment was agreed to.

The next amendment was, on page 29,
after line 20, to strike out:

(a) In general: Effective with respect to
taxable years beginning after December 31,
1946, subchapter E of chapter 2 (relating to
the excess-profits tax) is repealed.

The amendment was agreed to.
The next amendment was, on page 29,
after line 23, to insert:

(a) In general: The provisions of subchap-
ter E of chapter 2 shall not apply to any tax-
able year beginning after December 31, 1945,

The amendment was agreed to.

‘The next amendment was, on page 30,
after line 2, to insert:

{b) Carry-backs from years after 1945, etc.:
Despite the provisions of subsection (a) of
this section the provisions of subchapter E
of chapter 2 shall remain in force for the pur-
poses of the determination of the taxes im-
posed by such subchapter for taxable years
beginning before January 1, 1846, such deter-
mination to be made as if subsection (a) had
not been enacted but with the application of
the amendments made by subsection (c) of
this section and section 131 of this act,

_ The amendment was agreed to.
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The next amendment was, on page 30,
after line 11, to insert:

(¢) Unused excess-profits credit for taxable
year beginning after December 31, 1945: Sec-
tion T10 (c) (2) (defining the unused excess-
profits eredit) is amendzd by inserting at the
end thereof a new sentence reading as fol-
lows: “There ehall be no unused excess-profits
credit for a tazable year beginning after Da-
cember 31, 1946, The unused excess-profits
credit for a taxable year beginning in 1946
and ending in 1947 shall be an amount which
is such part of the unused excess-profits
credit determined under the preceding pro-
visions of this paragraph as the number of
days in such taxable year prior to January
1, 1947, is of the total number of days in
such taxable year.”

The amendment was agreed to.
The next amendment was, on page 30,
after line 23, to insert:

(d) Affiliated groups: Bubsection (b) shall
be applied in the case of corporations making
or required to make a consolidated return
under chapter 1 for any taxable year begin-
ning after December 31, 1945, and in the case
of a corporation making a separate return for
any such taxable year which was a member
of a group which made or was required to
make a consolidated return for any prior tax-
able year, in such manner as may be pre-
scribed in regulations prescribed by the Com-
missioner with the approval of the Secretary
prior to the last day prescribed by law for the
making of the return for the year baginnlng
after December 31, 1845, ;

The amendment was agreed to.
The next amendment was, on page 31,
after line 10, to insert:

(e) Claims for refund based on carry-
backs:

(1) In general: The first sentence of
section 322 (b) (6) (relating to pericds of
limitation with respect to claims for refund
based on carry-backs) is amended fo read as
follows: “If the claim for credit or refund
relates to an overpayment attributable to a
net operating loss carry-back or to an un-
used excess profits credit carry-back, in lieu
of the 3-year period of limitation prescribed
in parsgraph (1), the perlod shall be that
period which ends with the expiration of the
15th day of the 30th month following the
end of the taxable year of the net operating
loss or the unused excess-profits credit which
results in such carry-back, or the pericd pre-
scribed in paragraph (3) in respect of such
taxable year, whichever expires later.”

The amendment was agreed to.
The next amendment was, at top of
page 32, to insert:

(2) Taxable years to which applicable:
The amendment made by this subsection
shall be applicable to claims for credit or
reiund with respect to taxable years begin-
ning after December 31, 1940.

The amendment was agreed to.
The next amendment was, on page 32,
after line 4, to insert:

(f) Deficiencies attributable to carry-

(1) Section 276 (d) is amended to read
as follows:

“(d) Net operating loss carry-backs and
unused excess profits credit carry-backs. In
the case of a deficiency atiributable to the
application to the taxpayer of a net operat-
ing loss carry-back or an unused excess
profiis credit carry-back, including deficien-
cies which may be assessed pursuant to the
provisions of section 3780 (b) or (e), such
deficiency may be assessed—

“(1) in case a return was required under
subchapter E of chapter 2 for the taxable
year of the net operating loss or unused ex-
cess profits credit resulting in the carry-
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back, at any time before the expiration of
the period within which (under section 275
or subsection (a) or (b) of this section) a
deficiency (with respect to tax imposed
elther by chapter 1 or by subchapter B or E
of chapter 2) for such taxable year (which-
ever is the longer period) may be assessed;
or

“{2) in case a return was not required
under subchapter E of chapter 2 for the tax-
able year of the net operating 1oss or unused
excess profits credit resulting in the carry-
back, at any time before the expiration of
the period within which (under section 275
or subsection (a) or (b) of this section) a
deficiency (with respect to tax imposed either
by chapter 1 or by subchspter A or B of
chapter 2) for such taxable year (which-
ever Is the longer period) may be assessed.”

The amendment was agreed to.

The next amendment was, on page 33,
after line 7, to insert:

(2) Effective date: The amendment made
by this subsection shall be applicable with
respect to all taxable years beginning after
December 31, 1940,

The amendment was agreed to.

The next amendment was, on page 33,
line 11, before the word “Technical”, to
strike out “(b)” and insert “(g)”, and
in line 12 after “Decémber 31"; to strike
 out “1946™ and insert “1945."

The amendment was agreed to.
The next amendment’ was, on page 35,
- after line 5, to strike out:
(c) Fiscal year taxpayers: For application
“ of subchapter E of chapter 2 to tazable years
beginning in 1946 and ending in 1947, see
section 131.

The amendment was agreed to.

The next amendment was, on page 35,
after line 8, to insert:

(h) Piscal year taxpayers: For taxable
years beginning in 1945 and ending in 1948,
see section 131.

The amendment was agreed to.
The next amendment was, under the
- suthead “Part III—Fiscal year tax-

payers” in seetion 13.‘;_ on page ss,xtber'

line 8, to strike out:

“(d) Corporation taxable years beginning

in 1946 and ending in 1947: In the case of

. & taxable year beginning in 1946 and ending
in 1947, the tax imposed by sections 13, 14,
and 15, shall be an amount equal to the
sum of—

*(1) that portion of a tentative tax, com-
puted as if the law applicable to taxable
years beginning on January 1, 1946, were
applicable to such taxable year, which the
number of days in such taxable year prior
to January 1, 1947, bears to the total num-
ber of days in such taxable year, plus

*(2) that portion of a tentative tax, com-
puted as if the law applicable to tazable
years beginning on January 1, 1947, were

applicable to such taxable year, which the

number of days in such taxable year after
December 31, 1946, bears to the total num-
ber of days in such taxable year.”

The amendment was agreed to.
The next amendment v-as, on page 31,
after line 4, to strike out:

“(7) Taxable years beginning in 1945 and
ending in 1946: In the case of a taxable year
beginning in 1945 and ending in 1946, the
ts;x shall be an amount equal to the sum
of —

“(A) that portion of a tentative tax, com-
puted as if the law applicable to taxable
years beginning on January 1, 1945, were
applicable to such taxable year, which the
number of days in such taxable year prior
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to January 1, 1946, bears to the total num-
ber of days in such taxable year, plus

“(B) that portion of a tentative tax, com-
puted as if the law applicable to taxable
years beginning on January 1, 1946, were
applicable to such taxable year, which the
number of days in such taxable year after
December 31, 1945, bears to the total number
of days in such taxable year.

*“(8) Taxable years beginning in 1946 and
ending in 1947: In the case of a taxable year
beginning in 1946 and ending in 1947, the
tax shall be an amount equal to that por-
tion of a tentative taz, computed as if the
law applicable to taxable years beginning on

. January 1, 1946, were applicable to such tax-

able year, which the number of days in such
taxable year prior to January 1, 1847, bears to
the total number of days in such taxable
year.”

The amendment was agreed to.

The next amendment was, on pare 28,
after line 4, to insert:

“(7) Taxable years beginning in 1945 and
ending in 1946: In the case of a taxable year
beginning in 1845 and ending in 1946, the
tax shall be an amount equal to that portion
of a tentative tax, computed as if the law

_ applicable to taxable years beginning on Jan-
.‘uary 1, 1945, were applicable to such taxable

year, which the number of days in such tax-
able year prior to January 11, 1946, bears-to

. the total number of days in: such taxzable

. ‘year.”

_ The amendment. was agreed to. -
The next amendment was, on page 38,
after line 14, to strike out:
(A) Bzetion 710 (b) (1) (relating to the
specific exemption) is amended by striking
out “except that in the case of a taxable

- year beginning in 1945 and ending in 1946,

the specific exemption shall be an amount
equal to the sum of (A) an amount which
bears the same relation to $10,000 which the
number of days in such taxable year prior
to January 1, 1946, bears to the total number
of days in such taxable year and (B) an
amount which bears the same relation to
$25,000 which the number of days in such
taxable year after December 31, 1945, bears

. to.the total number of days in such taxable
YRl

(B) Section 2 (d) of the Tax Adjustment
Act of 1945 is amended by striking out “, and
to taxable years beginning in 1945 and end-
ing in 1946."”

And insert:

(A) Section 2 (2) of the Tax Adjustment
Act of 1945 (relating to the specific exemp-
tion) is repzaled as of the date of its enact~
ment,

(B) Section 710 (b) (1) (relating to thes
specific exemption) is restored to read as
such paragraph read immediately prior to
the enactment of the Tax Adjustment Act
of 1945, to be effective, as so restored, as if
section 2 (a) of .the Tax Adjustment Act of

1945 had not been enacted.

Mr. VANDENBERG. Mr. President, I
ask unanimous consent that this amend=
ment be temporarily passed over, be-
cause I am advised that an amendment
which I propose presently to offer re-
quires action before action is taken on
the committee amendment.

Mr. GEORGE. That is agreeable, Mr.
President.

The PRESIDING OFFICER. With-
out objection, the amendment will be
passed over

Mr. GEORGE. Before the clerk pro-
ceeds, I ask unanimous consent to recur
to the committee amendment on page
28, line 5. I ask unanimous consent that
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the vote by which the committee amend-
ment was agreed to be reconsidered, in
order that I may offer a technical
amendment suggested by the Treasury
at that point.

The PRESIDING OFFICER. Without
objection, the vote by which the com-
mittee amendment at the top of page 28
was agreed to, is reconsidered.

Mr. GEORGE. Mr. President, I offer
an amendment to the committee amend-
ment on page 28, line 5, aiter the word
“thereof”, to strike gut “10” and insert
“18." If is merely to correct a technical

. error.

The PRESIDING OFFICER. The
question is on agreeing to the amend-
ment offered by the Senator from Geor-

- gia to the committee amendment on page

28, line 5. :

The amendment to the amendment
was agreed to.

The amendment as amended was
agreed to.

The PRESIDING OFFICER. The
clerk will state the next committee
amendment. 1

The next amendment was, on page

' 39, after line 16, to strike out:

{3) Unused excess-profits credit for tax-
able year beginning in 1946 and ending in
1847: Section 710 (¢) (2) (defining the un-
-used - excess-profits- credit) is-amended by
inserting at the end thereof a new sentence
reading as follows: “The unused excess-profis

~ credit for a taxable year beginning in 1846
- and ending in 1947 shall be an amount which
“is such part of the unused excess-profits

credit determined under the preceding pro-
visions of this paragraph as the number of
days in such taxable year prior to Janaury 1,
1947, is of the total number of days in such
taxable year.”

The amendment was agreed to.

The next amendment was, on page 40,
after line 4, to insert:

PAR'.[‘ IV—VETERANS’ AND SBn\'ICEMENE

: PROVISIONS

EEc. 141. Additional allowance for mﬂitm'y
and naval personnel.

(a) In general: Section 22 (b) (18] (re-

: lating to the exclusion from gross income for

military and naval perscnnel) is amended to
read as follows:
“(13) Additional
and naval personnel:
“(A) In the case of compensation received
during any tazable year and before the ter-
mination of the present war as proclaimed by
the President, for active service as a commis-
sioned officer (or a commissioned warrant of-
ficer) in the military or naval forces of the
United States during such war, or, in the

allowance for military

.case of a citizen or resident of the United

States, as a member of the military or naval
forces of any of the other United Nations

* during such war, so much of such compen-

sation as does not exceed $1,520.
"“(B) Compensation received during any

' taxable year and before the termination: of
- the present war as proclaimed by the Presi-

dent, for active service as a member below
the grade of commissioned officer (or com-
missioned warrant officer) in the military or
naval forces of the United States during such
war.”

(b) Tazable years to which applicable:
Subparagraph (A) of section 22 (b) (13), as
amended by subsection (a) of this section,
shall be applicable with respect to taxable
years beginning after December 31, 1942; sub-
paragraph (B) thereof shall be applicable
with respect to taxable years beginning after
December 31, 1940.

(c) Credits or refunds for 1941 and 1942:
If at any time prior to January 1, 1947, the
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allowance of a credit or refund of an over-
payment of the tax for any taxable year be-
ginning after December 31, 1940, and before
January 1, 1943, is otherwise prevented by the
operation of any law or rule of law (other
than secticn 8761, relating to compromises),
& credit or refund of the overpayment of such
tax to the extent that the overpayment is
attributable to the enactment of this sec-
tion may, nevertheless, he allowed or made
if a claim therefor is filed before January p 8
1947,

The amendment was agreed to.
The next amendment was, at the top
of page 42, to insert:

“Sgc. 142. Deferment of certain taxes of
veterans and servicemen,

(a) In peneral: Chepter 38 (miscellaneous
provisions) is amended by inserting at the
end thereof a new section reading as follows:

“Sec. 3808. Deferment of tax attributable
to service pay for commissioned service and
of tax attributable to pre-service earned in-
come,

*“(a) Definitions: As used in this section—

(1) Tax attributable to service pay: The
term ‘tax attributable to service pay’ means—

“{A) in the case of a war year for which the
taxpayer had no gross income other than
compensation for active service as a member
of the military or naval forces of the United
States, the tax imposed under chapter 1 for
such year; or

“(B) in the case of a war year for which
the taxpayer had gross income in addition to
compensation for active service as 2 member
of the military or naval forces of the United
BStates, the excess of the tax imposed under
chapter 1 for such year over the tax that
would have been imposed if such compensa-
tion had been excluded from gross income;

except that in the case of a commissioned
officer (or a commissioned warrant officer) of
the regular component of the Army, Navy,
Marine Corps, or Coast Guard, such term shall
not apply to any war year unless a period
of time has been disregarded under section
8804 with respect to the tax under chapter 1
for such year.

“(2) War year: The term ‘war year'—

“{A) when used with respect to the tax
attributable to service pay means any taxable
year beginning after Dzcember 81, 1939, and
before January 1, 1947; and

“(B) when used with respect to the tax
attributable to pre-service earned income
means any taxable year beginning after De-
cember 31, 193D, but before January 1, 1942,
and before the taxpayer entered upon active
service as a member of the military or naval
forees of the United States, but does not in-
clude any year unless part of the tax imposed
by chapter 1 for such year became due and
payable after the taxpayer entered upon such
active service.

*(3) Tax attributable to pre-service earned
fncome: The term ‘tax attributable to pre-
service earned income’ means the excess of
the tax imposed by chapter 1 for any war
year over the tax that would have been im-
posed for such year if there had been excluded
from the net income for such year the amount
of the earned net income (as such term was
defined in section 25 (a) (4) as in force with
respect to such year, except that in com-
puting such earned net income, compensa-
tion for active service in such forces shal” be
disregarded

“(4) I"!.l‘st installment date: The term
‘first installment date’ means May 15, 1946,
in the case of taxpayers released from active
duty in the military or naval forces of the
United States prior to December 1, 1945; and
in other cases June 15, 1847, or the 15th day of
the sixth month which begins after the date
of the taxpayer’s release from active duty in
such forces, whichever is the earlier; except
that, if the first installment date with respect
to any war year would otherwise occur earlier
than the 15th day of the third month follow=
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ing the close of such year, or earlier than the
end of the period of time disregarded under
section 3804 with respect to the tax for such
year, the first installment date with respect
to such year shall be the 15th day of such
third month, or the day following the end of
such period, as the case may.

“{b) Extension of time for payment: Upon
appiication with respect to any war year,
made prior to the first installment date, and
under regulations prescribed by the Commis-
sioner with the approval of the Szcretary—

*{1) the time for payment of an amount
of the tax for such year which is equal to the
tax attributable to service pay for such year
and which has not been pald before the filing
of such application; and

*“{2) the time for the payment of an
amount of the tax for such year which is
equal to the tax attributable to preservice
earned income for sucin year and which has*
not been paid before the filing of such ap-
plication,
shall, in leu of the time otherwize appli-
cable, be as follows: cne-twelfth thersof on
the first installment date and an additional
twelfth thereof every 3 months thereafter
until such tax Is paid.

“{e) Suspension of pericd of limitation:
The running of the period of limitation pro-
vided in section 276 (¢) (relating to the col-
lection of the tax after assessment) in respect
of any tax the time for the payment of which
is prescribed under rubsection (b),shall be
suspended for the period beginning with the
date of the filing of the application under
such subsection and ending 6 months after
the date prescribed therein for the payment
of the last installment of such tax.”

(b) Refund of interest paid: Any interest
paid prior to the date of the enactment of
this act with respect to tax attributable to
service pay, or with respect to tax attribu-
table to preservice earned income, shall be
credited or refunded if claim therefor is filed
with the Commissioner prior to January 1,
1947,

The amendment was agreed to.

The next amendment was, on page 46,
after line 4, to insert:

PART V—MISCELLANEOUS

Bec. 151. Reports of refunds and credits to
Joint Committee on Internal Revenue Tax-
ation.

Bection 3777 (c¢) (relating to refunds and
credits with respect to tentative carry-back
adjustments) is amended by striking out in
the heading “Carry-back,” and by inserting
after “section 3780 (b)” the following: “or
under section 124 (k).”

The amendment was agreed to.

The next amendment was, on page 46,
after line 12, to insert:

Bec. 152. Extension of treatment of income
resulting from discharge of indebtedness.

Section 22 (b) (9) and (10) (relating to
the exclusion of income from the discharge
of indebtedness) are amended by striking out
“1945" in each of such paragraphs and In-
serting in lieu thereof “1946."

The amendment was agreed to.

The next amendment was, on page 46,
after line 18, to insert:

See. 153. Lost postwar-credit bonds.

Section 8 (c) of the Government Losses In
Bhipment Act, as amended, Is amended by in-
serting before the period at the end thereof
the following: *, and also means any bond
issued under section 780 of the Internal
Revenue Code.”

The amendment was agreed to.

The next amendment was, under the
heading “Title II—Repeal of capital
stock tax and declared value excess
profits tax,” on page 47, after line 12, to
insert the following new section:
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Sec. 203. Alternative tax where war loss re-
coverles included in net income.

Effective with respect to income-tax taxable
years ending after June 30, 1945, and hefore
July 1, 1946, section (00 is amended by insert-
ing before the first paragraph thereof *“(a)
In general:" and by inserting at the end of
such section a new subsection reading as
follows:

“(b) Alternative tax: If the net income for
the tazable year includes any amount on
account of war loss recoveries under section
127 (c), then, in lieu of the tax computed
under subsection (a), the tax shall be a tax
computed as follows:

“(1) An amount computed under subsec-
tion (a), after excluding from net income
the amount of the war loss recoveries, plus

“{2) One and cne-quarter percent of the
amount of the war loss recoveries included in
the net Income or of such portion of the net
income as would be gubject to the tax imposed
by subsection (a) in the absence of this sub-
section, whichever is the lesser.”

The amendment was agreed to.

The next amendment was, under the
heading “Title III—Excise taxes,” on
page 48, after line 11, to strike out the
Tollowing section:

BSec. 301. Termination of war tax rates
after June 30, 1946.

{a) War tax rates ef certain miscellaneous
taxes: Section 1650 (prescribing war tax rates
of certain miscellaneous taxes) is amended by
striking out “on the first day of the first
month which begins 6 months or more after
the date of the termination of hostilities in
the present war” and inserting in lieu there-
of: “with the close of June 30, 1948,”

(b) Billiard and pcol tables and bowling
alleys: Szction 302 (b) (2) of the Revenue
Act of 1943 is amended to read as follows:

“(2) Billiard and pecol tables and bowling
alleys. The increase made by subsection (a)
of this sectlon in the tax imposed by sec-
tion 3268 of the Internal Revenue Code shall
be effective with respect to the period be-
ginning July 1, 1944, and continuing through
June 30, 1945"

(c) Effective date or period of certain de-
creases: Notwithstanding section 1650 of the
Internal Revenue Code—

(1) Cabaret tax: The amendment made
by subsection (a) of this section with re-
spect to the tax imposed by section 1700 (e)
of the Internal Revenue Code shall be ap-
plicable only with respect to the period be-
ginning at 10 a. m. on July 1, 1946,

(2) Telegraph, telephone, radio, and cable
facilities. The amendment made by subsec-
tion (a) of this section with respect to the
taxes imposed by section 3465 (a) (1) of
the Internal Revenue Code shall apply only
to amounts paid for services rendered on or
after July 1, 1046, The amendment made
by subsection (a) with respect to the taxes
imposed by section 3465 (a) (2) and (3) of
the Internal Revenue Code shall apply only
to amounts paid pursuant to bills rendered
on or after the first day of August 1945 for
services for which no previous bill was ren-
dered. Where bills rendered on or after
the first day of August 1946 include charges
for services previously rendered, the de-
creased rates shall not apply to such services
as were rendered more than 2 months be-
fore such date, and the provisions of sec-
tions 1650 and 3465 of the Internal Revenue
Code in effect at the time such prior serv-
ices were rendered shall be applicable to the
amounts pald for such services.

(d) Continuation of retailers’ excise tax
on luggage at lower rate.—

(1) Reduction in rate.—Effective with re-
spect to the period beginning July 1, 1946,
section 1651 (a) (imposing the retailers’ ex-
cise tax on luggage) i amended by striking
out 20 percent” and inserting in lieu there-
of “10 percent.”
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(2) Continuation of tax.—Sections 1654
(relating to the termination of the retailers’
excise tax on luggage) and 1655 (defining
“date of the termination of hostilities” for
the purposes ¢f chapter 9A) are repealed.

The amendment was agreed to.

The next amendment was, on page 51,
line 1, to change the section number from
“302” to “301-"

The amendment was agreed to.

The next amendment was, on page 51,
after line 5, to strike out the following
section:

SEc. 808. Draw-back on distilled spirits.

Section 309 (b) of the Revenue Act of 1943
is amended fo read as follows:

“({b) Distilled spirits used in manufacture
of certain nonbeverage products: In lieu of
the rate of draw-back specifled in section
3250 (1) (5) of the Internal Revenue Code,
the rate applicable with respect to the period
beginning April 1, 1944, and continuing
through June 30, 1946, shall be $6.”

The amendment was agreed to.
The next amendment was, on page 51,
line 15, to change the “section number

from “304” to “202”; and in the same -

line, after the word “refunds”, to insert
“And technical provisions relating to re-
duction of communications fax.”

The amendment was agreed to.

. The next amendment was, on page 51,
line 19, after the word “tuerecf”, to strike
out “two new sections reading as follows”
and insert “the following.”

The amendment was agreed to.

The next amendment was, on page 52,
line 3. after the word “on”, to strike out
“July, 1, 1946" and insert “the rate reduc-
tion date (as defined in section 1659)”;
in line 12, after the word “such”, to in-
sert “credit or”; and in line 13, after
the word “Commissioner”, to strike out
“prior to August 1, 1948" and insert
“within 30 days after the rate reduction
date.”

The amendment was agreed to.

The next amendment was, on page 52,
line 16, after the word “to”, to insert
“ecredit or”; in line 18, after the word
“periods”, to strike out “prior to July 1,
1946, and also for such period or periods
after June 30, 1946 (but not after June
20, 1947)” and insert “both before and
after the rate reduction date (hut not
extending beyond 1 year thereafter)”;
on page 53, line 3, after the word “that”,
to strike out “after June 30, 1946” and
insert “on and after the rate reduc-
tion date and until the expiration of 3
months thereafter”; in line 5, before
the words “the price”, to strike out “and
before October 1, 1946”; in line 7, after
the word “on”, where it occurs the sec-
ond time, to strike out “July 1, 1946”
and insert “the rate reduction date”;

-and in line 11, after the word “reduction”,
to sfrike out “under title III of the Rev-
enues Act of 1945.”

The amendment was agreed to.

The next amendment was, on page 53,
line 17, after the word “the”, to insert
“credits and”; in line 18, after the word
“such”, to insert “credits or”; and in
line 19, after the word "const.itubed"
insert “credits or.”

The amendment was agreed to.

 The next amendment was, on page 53,
line 25, after the word “on” to strike out
“July 1, 1846 and insert “the rate reduc~
tion date”; on page 54, line 11, after the
3 XCI—629
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word “articles” to strike out “under title
IIT of the Revenue Act of 1945”; in line
12, after the word “such” fto insert
“credit or”, and in line 13, after the
words “prior to” to strike out “October
1, 1946” and insert “the eXpiration of 3
months after the rate reduction date.”

The amendment was agreed to.

The next amendment was, on page 55,
line 1, after the word “the” to insert
“credits and”; in line 3, before the word
“refunds” where it occurs the first time
to insert “credits or”; in the same line,
after the word “constituted" to insert
“credits or”, and in line 4, after the word
“such” to strike out “taxes.”” and insert
“taxes.”

The amendment was agreed to.

The next amendment was, on page 55,
after line 4, to insert:

Sec. 1658. Telegraph, telephone, radio, and
cable facilities,

Notwithstanding section 1650, the rates
therein prescribed with respect to the tazes
imposed by section 3465 (a) (1), (2), and (3)
ghzll continue to apply with respect to
amounts paid pursuant to bills rendered prior
to the rate reduction date; and, in the case
of amounts paid pursuant to bills rendered
on or after the rate reduction date for serv-
ices for which no previous bill was rendered,
the decreased rates shall apply except with
resnect to such services as were rendered more
then 2 months before such date; and, in the
case of services rendered mcre than 2 months
before such date, the provisions of sections
1650 and 3465 in effect at the time such serv-
ices were rendered shall be applicable to the
amounts pald for such services,

The amendment was agreed to.

The next amendment was, on page 55,
after line 19, to insert:

Eec. 1€59. Definition o
date.”

For the purposss of this chapter the term
“rate reduction date"” means the first day of
the first month which begins 6 months or
more after the date of the termination of
hostilities in the prezent war.

The amendment was agreed to.

The next amendment was, on page 56,
line 1, to change the section number from
“305” to “303."

The amendment was agreed to.

The FRESIDING OFFICER. That
completes the committee amendments,
with the exception of the one passed
over.

Mr. VANDENEERG. Mr. President,
is it now in order for me to offer an
amendment from the fleor?

The PRESIDING OFFICER. It is.

Mr. VANDENEERG. 1 offer the
amendment, which I send to the desk
and ask to have stated.

The PRESIDING OFFICER, The
amendment offered by the Senator from
Michigan will be stated.

The Cumier CLERX, On page 35, after
line 10, it is proposed to insert a new
section, as follows:

Bec. 123. Specific exemption for taxable
years beginning in 1945.

(a) Amount of specific exemption: Sec-
tlon 710 (b) (1) is amended to read as
follows:

*“{1) Specific exemption: A specific exemp-
tion of $10,000, except that, in the case of a

“rate reduction

-corporation whose excess-profits credit al-

lowed under section 712 is less than $15,000,
the specific exemption shall be an amount

. equal to the excess of $25,000 over the amount
- of the excess-profits credit; and in the case of
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a mutual insurance company (other than life
or marine) which is an interinsurer or re-
ciprocal underwriter, a specific exemption of
$50,000;™

(b) Taxable years to which applicable: The
amendment made by subsection (a) shall be
applicable to taxable years beginning after
December 31, 1944, PFor treatment of tax- °
able years beginning in 1945 and ending in
1946, see section 131.

{c) Technical amendment: Sectlion 2 (d)
of the Tax Adjustment Act of 1845 is amend-
ed to read as follows:

“{d) Taxable years to which applicable:
The amendments made by subsections (b)
and (c¢) of this section shall be applicable
with respect to taxable years beglnning after
December 31, 1944.”

On page 38 it is proposed to strike
out line 14,

On page 37, line 2, it is proposed to
strike out “(1) In general.”

Mr. VANDENBERG. Mr. President,
the objective and purpose of the amend-
ment is far simpler than the language
indieates.

Mr. GEORGE. Mr. President, may I
ask the Senator whether any part of the
committee amendment is proposed to be
stricken out?

Mr. VANDENBERG. No; but I am
advised by the legislative counsel that
after the adoption of my amendment the
portion of the bill which we passed over
on pages 38 and 39 would have to be
eliminated. The Senator will recall that
we passed over a committee amendment,
Action on the committee amendment de-
pends upon the action on the amend-
ment which I am offering.

Mr. President, it will be recalled that
there has been a very widespread demand
in the country for the retroactive appli-
cation of an exemption of $25,000 in the
excess-profits tax, in behalf of the so-
called small corporations. The entire
excess-profits tax is now proposed to be
repealed by the pending hill, commenc-
ing next January. I am proposing that
in one respect only the Tax Act shall be
retroactive to 19845, solely in respect to
small corporations.

The proposal as originally presented
to the Senate last summer in connection
with a previous bill proposed a straight
$25 000 exemption for ail corporations.
That amendment, I may add, came
within one vote of being adopted by the
Senate. The amendment in that form
would have involved a loss of revenue of
$185,000,000.

In the Sznate Commiitee on Finance
we discussed this problem at some length,
and the commitiee very generally, I
think, felt that something ocught to be
done about it. At any rate the amend-
ment which I have offered failed to carry
in the committee as the result of a tie
vote. The difference between this
amendment and the original proposal for
a straight $25,000 exemption is as fol-
lows:

The straight $25,000 exemption would
apply not only to the small corporations
for which its benefits are intended, but
would also extend all the way across the
board at the base of the exemptions for
all corporations. It is for that reason
that the benefits would cost $185,000,000.

In the form in which the amendment
is now offered to the Senafe, the $25,000
total exemption is confined to the small
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corporations for which the relief is pri-
marily intended. The net result of the
pending amendment would be that in no
case would the combined excess-profits
credit and the specific exemption be less
than $25,000.

To repeat, in the form in which the
proposal is now submitted the amend-
ment confines ifs relief to the smaller
corporations, as a result of which the loss
to the Treasury would be only $85,000,000
instead of $185,000,000.

Mzr. President, I believe that the merits
of the proposal are incontestable, be-
cause the burden of reconversion falling
upon small corporations in the lower
brackets is such that it seems to me that
immediate relief in respect to 1945 ex-
cess-profits taxes is an obvious neces-
sity. The amendment was defeated in
the committee only by a tie vote. I sub-
mit it to the Senate, and I hope it may
be adopted.

Mr. LANGER. Mr. President, will the
Senator yield?

Mr. VANDENBERG. 1 yield.

Mr. LANGER. 1 just heard the
amendment read. If is quite long, and I
did not understand all of it. How would
the amendment define the smaller cor-
porations?

Mr, VANDENBERG. Well, it defines
itself. The result of the amendment is
that in no case shall the combined ex-
cess-profils credit and the specific ex-
emption be less than $25,000. In other
words, everybody in the lower brackets
will get the benefit of this ceiling with
respect to the combined exemption for
the excess-profits credit and the specific
exemption.

Mr. LANGER. So the capital stock
of the corporation would have nothing
at all to do with it?

Mr. VANDENBERG. No.

The FRESIDING OFFICER. The
question is on agreeing to the amend-
ment offered by the Senator from Michi-
gan.

Mr. GEORGE. Mr. President, there is
a great deal of merit to the amendment.
Perhaps if a full membership of the com-
mittee had been present, the amend-
ment might have been approved by the
committee. At the time the attendance
in the committee was reduced. When
the amendment was last before the com-
mittee, the vote on it was a tie, as the
Senator from Michigan has said.

It is true that the amendment would
increase the immediate loss to the Treas-
ury, because the 1945 taxes would, of
course, be collected in 1946, and the
amendment relates to 1945. However, it
would strengthen the fiscal or financial
position of the smaller corporations; it
would give them something to go on. Of
course, if we are to have real prosperity,
the United States must once again be-
come @& nation with a large number of
small business enterprises.

So I have no objection to approval of
the amendment. We can take it to con-
ference and at least see whether the
House of Representatives will be agree-
able to it. There may be soime other
opposition to it, but I merely wish to
state that my own position is that, in
view of the tie vote in the committee, I
have no objection to approval of the
amendment.
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Mr. WHERRY. Mr. President, I send
to the desk an amendment which I ask
to have stated, 'and which I offer as a
substitute for the amendment offered by
the distinguished senior Senator from
Michigan.

The PRESIDING OFFICER. The
amendment will be stated.

The Cmier CLERK. On page 35, be-
tween lines 10 and 11, it is proposed to
insert the following new section:

See. 123. Excess-profits tax specific exemp-
tion for 18945.

(a) In general: Section 710 (b) (1) is
amended to read as follows:

1. Specific exemption: A specific ex-
emption of $25,000; and in the case of a
mutual insurance company (other than life
or marine) which is an interinsurer or re-
clprocal underwriter, a specific exemption
of £50,000;"

(b) Taxable years to which applicable:
The amendment made by this section shall
bz applicable to taxable years beginning after
December 31, 1944, and to taxable years
beginning in 1944 and ending in 1945. For

treatment of taxable years beginning in 1944

and ending in 1945, see section 131,

Mr. WHERRY. Mr. President, the
language of the amendment is the same
as that offered by the Senator from Mon-
tana [Mr. Murray] and myself to the tax
bill passed last July.

This is the amendment which was of-
fered in behalf of the Senator from Mon-
tana and myself for the Senate Small
Business Committee, and it appears in
the CoNGRESSIONAL RECORD on page 7800,
through several columns in the REecorp,
in the discussion of the tax bill which
came before the Senate last July. At
that time the amendment was rejected
by a vote of 31 to 30.

Mr. VANDENBERG, Mr. President,
will the Senator yield?

Mr. WHERRY. I yield.

Mr. VANDENBERG. I wish to be sure
that I understand the Senator's amend-
ment. Am I correct in the interpreta-
tion that it would extend its relief not
only to the small corporations but to
every corporation in the United States?

Mr. WHERRY. I shall answer the
question asked by the distinguished Sen-
ator by stating that if it is his interpreta-
tion that what relief we gave would go
to all corporations, then that is cer-
tainly what the amendment would do, be-
cause all it proposes is to make the relief
retroactive to January 1, 1945.

Certainly if the Congress has taken the
position that the excess-profits tax
should be eliminated, or certainly if we
are to give even the relief which is pro-
posed in the amendment offered by the
distinguished Senator from Michigan, we
should go all the way and should give
that exemption to all 45,000 corporations
designated as small businesses, on the
basis of the legislation which has already
been enacted. If we intended to accord
the relief in 1046 by the tax bill passed
last July, I think there is no reason why
we should not go back to January 1, 1945,
and make it retroactive. I think there
should be no objection in doing that.

As I understand the amendment of-
fered by the distinguished senior Senator
from Michigan, it would reduce some of
the benefits as to some of the corpora-
tions. I shall not attempt to state the
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number. of them. The amendment of-
fered by the distinguished Senator from
Michigan restricts the relief sought by
some corporations, in cases in which they
may make a showing that they have made
the earnings, as the Senator has already
described. That is to be deducted from
the exemption; and if the earnings ex-
ceed that amount, they will not get the
relief as provided in a flat $25,000 excess-
profits tax exemption.

I appreciate that the amendment of-
fered by the distinguished senior Senator
from Michigan would give relief to the
corporations which fall in the class with
which it deals, but I wish to have the
Senate know that we have already legis-
lated to give the relief up to $25,000, in
the tax bill passed last July, to all these
corporations. If we have already done
that, and if that is the position the Senate
is to take, then why not go back retro-
actively to January 1, 1945, and give re-
lief to all corporations regardless of their
earnings by making a flat $25,000 excess-
profit tax exemption?

Mr. President, we have had several
hearings before the Senate Small Busi-
ness Committee. When the previous tax
bill was before the Senate, I went to the
chairman of the Finance Committee and
I presented the amendment to him.
The distinguished chairman of the
Finance Committee went a long way with
us, stating that he himself personally felt
that the relief proposed by the amend-
ment should be granted. But at that
time, as well as now, the main reason why
it was not adopted was that the amend-
ment will reduce the revenue approxi-
mately $225,000,000. If the Congress
does not adopt the amendment, there will
be no reduction at all. If the amend-
ment offered by the distinguished Sena-
tor from Michigan is adopted, relief will
be granted, I think, to the extent of ap-
proximately $75,000,000, instead of
$225,000,000, which would accrue to the
45,000 small businesses which would come
under my amendment.

Mr. CORDON, Mr. President, will the
Senator yield?

Mr, WHERRY. I yield.

Mr. CORDON. I confess that at the
moment I am confused as to the differ-
ence between the amendment cffered by
the Senator from Michigan and the sub-
stitute offered by the Senator from Ne-
braska. Will the Senator from Nebraska
explain fo a simple mind like mine just
what is the difference between the two?

Mr. WHERRY. Let me say to the dis-
tinguished Senator from Oregon that I
shall attempt to explain what my amend-
ment would do, and then the distin-
guished Senator from Michigan can ex-
plain what his amendment would do.

My amendment simply provides that
whatever relief has been granted in the
tax bill of 1945 shali be made retroactive
to January 1, 1945.

Mr. VANDENBERG. No, Mr. Presi-
dent; the Senator does not mean that,
because we have already repealed the
excess-profits tax, and the Senator is not
proposing to make that retroactive.

Mr. WHERRY. Oh, no. The exemp-
tion given under the old law went up to
$10,000; in July we extended it to $25,000.
Now I want to make it retroactive to 1945.
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Mr. VANDENBERG. The exemption
was $10,000, and it was proposed to raise
it to $25,000.

Mr. WHERRY. Yes; it was $10,000,
and the Congress made the exemption
$25,000.

Mr. VANDENBERG. That is correct.

Mr. WEERRY. That is what we did
last July, in the bill which was enacted
a. that time. 'Then I offered the amend-
ment not only to extend that exemption
for the year 1946 but to make it retro-
active to January 1, 1945. When we do
that, we give relief to these corperations
in the amount of the exemption granted
by the aet which was passed last July.
We give relief up to that figure,

The only question is whether we wish
to go all the way with all corporations in
giving the exemption. If the Senate
adopts the amendment offered by the
distinguished Senator from Michigan, re-
lief will be denied to all corporations
with excess-profits exempiions up to
$25,000. Is that correct?

Mr. VANDENBERG. Well, with some
explanations,

Mr. WHERRY. Very well. In other
words, all corporations would receive the
benefit of my amendment, for the amend-
ment would make retroactive the exemp-
tion up to $25,000 which has already been
granted.

Mr. VANDENBERG. Mr. President,
will the Senator yield?

Mr. WHERRY. I yield.

Mr, VANDENBERG. I think the
Senator overlooks this fundamental and
highly essential fact: When this exemp-
tion was voted, last summer, we had not

moved into the new tax bill which now is -

on our desks, and we had not granted
$2,500,000,000 worth of relief to the cor-
porations of this country. So what was
in contemplation was entirely and
totally different.

Now we have a bill containing this
very general relief provision. I submit
to the able Senator from Nebraska and
to my friend the Senator from Oregon,
who asked the question, that if we are to
add further relief in behalf of the small
corporations—which is the purpose of
my amendment—there no longer exists
an excuse or a reason to generalize it
for all the corporations in this country,
which is what would be accomplished by
the amendment of the Senator from
Nebraska.

Mr. CORDON. Mr. President, will
the Senator from Nebraska further
yield?

Mr. WHERRY. I yield.

Mr. CORDON. I should like to ask
the Senator from Michigan a question.
If this amendment is adopted, will not it
grant to the smaller businesses in which
the Senator from Nebrasksa is interested
exactly the same relief which his amend-
ment provides, except possibly it will not
be retroactive to January 1 of this year?

Mr. WHERRY. Oh, no.

Mr. VANDENBERG. That statement,
in general, has in it a substantial ele-
ment of truth. The difference is that
under the operation of this amendment,
whatever excess-profits credit a small
corporation has, plus its exemptions, is
carried to an arbitrary $25,000 floor.
So a small corporation might not re-
ceive entirely a $25,000 credit if it
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already had some credit in the same
category. But all corporations would
get a combined credif of $25,000. Other
corporations throughout the country,
which already come under this bill and
are beneficiaries of reductions of two and
a half billion dollars, would be elimi-
nated by my amendment and would be
covered by the amendment of the Sena-
tor from Nebraska,

Mr. WHERRY. I think, generally
speaking, that the Senator from Michi-
gan has stated the situation correctly,
and I believe that I would be willing to
accept the explanation.

There is no use of indulging in extend-
ed argument. The question is whether
we want to extend relief clear across the
board, as the Senate Small Business
Committee recommended to the Con-
gress last July, with reference to which
the vote was 31 to 30. At that time the
only argument made against the pro-
posal was that mechanically it could not
be carried into effect, that it was too late
to adopt the amendment and that it
granted an exXcessive amount of relief,
namely, $25,000.

Mr. VANDENBERG. In the presence
of the facts as set forth in this bill, does
the Senator from Nebraska believe that
the Small Business Committee would act
teday in the same fashion that it acted
before?

Let me put the question differently.
Are not the facts presented today to the
Senate totally different from the facts
which were presented to the Small Busi-
ness Committee when it took the action
to which the Senator from Nebraska has
referred?

Mr., WHERRY. I cannot agree that
the facts are totally different.

Mr. VANDENBERG. Two and one-
half million dollars of corporate relief
is totally different, so far as I am con-
cerned. G

Mr. WHERRY¥. Of course, the distin-
guished Senator from Michigan has a
perfect rigkt to his opinion, and if he be-
lieves the total difference is as he has
stated, he may have it that way; that is
all right with me. I am asserting that
there are corporations which will be pre-
vented from obtaining this relief be-
cause of the limitaticns embodied in the
amendment of the Senator from Michi-
gan, although I believe they are just as
miuech entitled to the relief as are the
corporations which he wants to include.

I believe that enactment of legislation
repealing the excess-profits fax will re~
sult in a difference between the ¢ ect
which will be experienced and the effect
to which reference was had last July.
But I gssert now that if there was a jus-
tification for the vote which was regis-
tered last July, there is just as much
justification for a similar vote now. So
far as I can see, there is no difference in
the principle or in the relief involved.
This amendment would have reference
to taxes which have already been levied.
It affects relief. Isay thatin all fairness
we should provide for the relief granted
by the Congress last July, and make it
retroactive to January 1, 1945. If it is
right for 1946, it was right for 1945. If it
is right in neither case, the amendment
should not be adopted. If it is right in
both instances, I think my amendment,
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which covers the situation completely,
should be agreed to.

Mr. VANDENBERG. The Senator says
that if it is right for 1946 it was right
for 1945, but he overlooks the fact that
in 1946 all the excess-profits tax has been
removed. . So, according to his argu-
ment, if it is right for 1946 to eliminate
the excess-profits tax, we should elimi-
nate all excess-profits taxes retroactively
for 1945. I am sure he would not think
of doing such a thing. What he over-
looks is that the conditions under which
his amendment was originally presented
in the Senate and approved by the Small
Business Committee last summer, and
the conditions existing today, in the light
of this bill, I respectfully submit, are
totally different. In my opinion, the
relief which he wants for small busi-
nesses should be confined to small busi-
nesses, and should not go all the way
across the board for all corporations in
the country for which two and a half
billion dollars, through other relief, is
included in the bill.

Mr. CONNALLY, Mr. President, will
the Senator yield?

Mr, WHERRY. I yield.

Mr. CONNALLY. I dislike very much
to disagree with the Senate Finance
Commitiee, and apparently disagree
with the majority of the Members of the
Senate. I am opposed to the entire re-
peal of the excess-profits tax for 1946.
I much prefer the House provision in re-
gard to the matter.

The House bill reduces the rate to 60
percent, which, in terms of dollars, is
50 percent. So under the House bhill,
excess-profits taxes for 1946 would be
reduced to 50 percent of what they would
otherwise be. I do not believe the Mem-
bers of the Senate appreciate the fact
that under the proposal pending before
the Senate with respect to the removal
of the excess-profits tax for 1946 there
would be a loss to the Government of
approximately two and a half billion dol-
lars. That is a pretty sizable sum. It
would take care of many of the small
businesses with reference to which many
Members of the Senate are concerned.
It would take care of many reductions in
g};]l;ezr respects which are included in the

Mr. President, it is said the war is
over. Yes; the shooting is over, the
artillery is quiet, and the airplanes have
ceased to fiy. But when it comes to pay-
ing the tremendous indebtedness which
we incurred during the war, the war is
not yet over. We talk about reconver-
sion, but I believe that the coming year
will afford an opportunity for profiteer-
ing on account of inflation and the anxi-
ety of the public to buy goods which they
have not heretofore been able to buy.
The great corporations from which a tax
burden of two and one-half billion dol-
lars will be removed, will make as much
money as they made during the war, and,
perhaps in some instances, more money.

I wish fo refer to a wilness who came
before the Commitiee on Finance., He
was making a plea for a repeal of the ex-
cess-profits tax. I asked him, “What is
the capital of your company?” He said,

.“One hundred thousand dollars.” I

asked him, “How much exXcess-profits
taxes did you pay?” He said, “I paid
$150,000 in excess-profits taxes in 1 year.”
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I said, “Then you paid the normal 40-
percent tax.” He said, “Yes; a total of
$190,000.” I asked him, “How much did
you have left?”

I forget whether he said $35,000 or
$45,000 on his $100,000 of capital. The
Senator from North Carolina suggests
that it was $39,000. I said that it was
between $35,000 and $45,000, so I was not
far out of the way. This man's cpmpany
received a $39,000 profit on a $100,0C) in-
vestment after he had paid $190,000 in
excess-profits and corporation taxes.
Did he need relief? Does his company
need relief? Yet, in the name of stim-
ulating business, and in the name of re-
conversion, in 1 year we are reaching into
the Treasury of the United States and
taking out two and one-half billion dol-
lars which the Treasury would otherwise
receive through excess-profits taxes.

Mr. President, I may be an extremist.
Perhaps I am. I believe in the excess-
profits tax. I believe it is a permanently
sound tax. Let me show why. Take an
individual such as myself, for example.
Assume that I make $100 a month and
the Senator from Utah makes $100,000 in
a year. He pays a highér rate of tax
than I pay because he makes a relatively
mugch larger income. If the principle of
levying a graduated tax in the case of
individuals is sound, why is it not sound
in the case of corporations? When one
corporation receives a small income on its
capital stock, and another receives a
high income on the came amount of
capital stock, why should not a gradu-
ated tax be levied in accordance with
the ability to pay?

Mr. President, insofar as I am ahle to
do so, I shall support the House provi-
sion with regard to the excess-profits tax.
Of course, the bill will go to conference.
I presume the fact that it will go to
conference is one reason the Senate is
accepting so readily most of the commit-
tee amendments. I shall not be a mem-
ber of the conference committee because
I am not far enough up on the list. But
I wish to say that if, when the conference
report comes to the Senate, it contains
provisions for repealing all the excess-
profits tax for 1946, I shall not vote for
it. I would rather keep the present law
than vote for a bad law. I think it
would be a bad law if we were to adopt
the recommendation of the Finance Com-
mittee.

Mr. O'MAHONEY, Mr, President, will
the Senator yield?

Mr. WHERRY. 1 yield.

Mr. O'MAHONEY. I am very much
impressed by what the Senator from
Texas has said. I was given to under-
stand, not being a member of the Finance
Committee, that the present excess-prof-
its tax confains many inequalities.

Mr. CONNALLY, I do not know of
any tax which does not.

Mr, O'MAHONEY. I was about to say
that the specific inequality which I
think is very burdensome is that it favors
a large corporation as against a small
one; it favors an old corporation as
against a new one.

Mr. CONNALLY. The Senator is
thinking about the present tax law?

Mr. O'MAHONEY. Yes.

Mr. CONNALLY. Very well,
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Mr. O'MAHONEY. I quite agree with
the statement of the Senator that
there is no reason why we should not
apply the same graduated system to cor-
porate profits which we apply to indi-
vidual incomes, yet if we have an excess-
profits formula which operates to retard
the development of new enferprise when
we need new enterprise, the question I
must answer is: Is it better to scrap the
entire excess-profits-tax system, or re-
tain this one, which apparently is
acknowledged to be defective?

We have the situation that the bill as
it passed the House, preserving 60 per-
cent of the present rate, is also pre-
serving 60 percent of the inequality, and
meking it difficult for little business to
survive.

Mr. CONNALLY. I do not question
the Senator’s claim that there are in-
equalities in the excess-profits tax law.
I think there are inequalities in prac-
tically all tax laws. Somewhere along
the line, by reason of the universality
of its application, it works a hardship
on certain particular interests, or cer-
tain particular corporations, or certain
particular individuals; but the reply is
not just to repeal it, the reply is to per-
fect it and amend it.

Mr. O'MAHONEY. Precisely.

Mr. CONNALLY. And now we have
the chance to do it.

Mr. O'MAHONEY. Was any effort
made in the committee to eliminate the
defects and retain an excess-profits tax
which would not militate against the
little fellows while making it requisite
for the big ones to pay?

Mr. CONNALLY. A great many
amendments were offered, a sample of
which was the one offered by the Sen-
ator .from Nebraska, but the committee
was so overwhelmingly in favor of re-
pealing the whole excess-profits tax for
1946 that there was no use trying to
amend it or modify it, because the com-
mittee was determined to repeal it. 1
say that with all respect. The Finance
Committee is a great committee, com-
posed of able Senators, and that is one
reason why I regret so earnestly having
to part company with the committee on
this particular vote.

Mr. O'MAHEONEY. Earlier in the day
I sought to inquire as to whether there
would be any possibility of Senators who
are not members of the Finance Com-
mittee having an opportunity to read
the part of the report on the bill relating
to this question before the Senate is
asked to vote on if, and I was given to
understand that no such assurance could
be given, and that we might possibly be
required to vote this afternoon upon the
bill as it stands. I am very happy the
ESenator from Texas has raised this ques-
tion, because it shows that within the
Finance Committee serious considera-
tion is being given to what seems to me
to be a matter of the very greatest mo-
ment.

If excess profits are to be earned in
the postwar period, they should be sub-
ject to taxation, it seems to me; but if
we have a formula which discriminates
against the little fellow and in favor of
the big fellow, then we should abolish
that formula, kG
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Mr. CONNALLY. The Senator’s the-
ory about wanting to do no injustice to
the little fellows appeals to me, of course,
but his remedy is not very appealing, be-
cause the little fellow ir not getting all
he is entitled to in taking it off the big
fellow. That is where it will come off.

Mr. O'MAEONEY. That is not my
remedy. As a Members of the Senate
I am in exactly the same position in
which the Senator described himself as
being a moment ago as a member of the
Committee on Finance. Though he was
not approving the action that was taken
by the Finance Committee, he said,
“Well, I cannot do anything, because the
vote is overwhelmingly against me.”

Mr. CONNALLY. That is correct.

Mr. O'MAHONEY. The situation is
that we in the Senate now have charge
of the bill, and are we going to take the
time to revise it? Are we going to see
that before the bill leaves the Senate it
will leave in the shape in which we would
like to have it?

I should like to see the Senator from
Texas take the lead in this matter. He
has expressed his disagreement with the
position of the committee. Now let him
appeal to his colleagues on the floor of
the Senate, and I for one will be glad to
pledge him what assistance I can
render.

Mr. CONNALLY. Mr. President, a
parliamentary inquiry.

The PRESIDING OFFICER. The
Senator will state it.

Mr. CONNALLY. A motion to recom-
mit with instructions is always in order,
is it not?

The PRESIDING OFFICER. It is.

Mr. CONNALLY. That will afford
some opportunity, I may say to the Sen-
ator from Wyoming. So far as the state-
ment. of the Senator today is concerned
that he could not even be allowed to read
the bill, I do not know anything about
that; I was not present. I made no such
statement. I am a very humble and
powerless member of the Committee on
Finance.

Mr. O'MAHONEY. I wasnot told that
I would not be permitted to read the bill,
The very able and always admirable Sen-
ator from Georgia, the chairman of the
committee, merely said that he could
not undertake to enter into an agreement
that there would not be a vote today.

Mr. CONNALLY. Iwasnot present.

Mr. O'MAHONEY. I know that the
Senator from Georgia is only too glad
to have Members of the Senate read the’
report which came from his committez.

Mr. CONNALLY. Mr. President, I do
not care to take up much more of the
time of the Senate, but I wish to sub-
mit one statement in substantiation of
my theory about the progressive tax on
corporations as a permanent part of our
taxing system.

When Woodrow Wilson was President
of the United States—I cannot put my
finger on the message and the date, but
I can get the reference—in a message to
the Congress he advocated the imposi-
tion of the excess-proiits tax on corpora-
tions as a part of our permanent taxing
system. I think the immediate oceasion

- of his message was that we are under-

taking in the tax laws, during World
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War I, to impose an excess-profits tax.
In arguing for it he proeceeded to make
the statement that, according to his view,
it should become a permanent part of our
tax policy.

Mr, President, when and if it shall be
appropriate to do so, I shall offer a mo-
tion to recommit the bill with instruc-
tions to agree to the House provision on
excess-profits tax.

Mr. O'MAHONEY., Mr. President, will
the Senator yield?

Mr. CONNALLY. I yield,

Mr. OMAHONEY. Instead of in-
structing the committee to agree to the
House provision, would it not be prefer-
able to instruct the commitee to examine
the excess-profits tax and eliminate its
defects?

Mr. CONNALLY. That is a prefty
broad program. I understand when we
instruet someone we have to tell him
what to do, and it would be a little dif-
ficult to do that in this instance. What
might in the Senator’s mind seem to be
a defect might to some other Senators
seem a great blessing. We cannot gen-
eralize and say that we will remoye all
defects. When we do, the result may
be to remove a great many of the “in-
nards” of the thing. I wish to accommo-
date the Senator, but I am afraid I shall
not be able, as a practical proposition, to
name the defects. I would not ever sub-
mit to a doctor for an operation to re-
move &ll my defects. I want to live a
little longer. [Laughter.]

Mr. O'MAHONEY, I used unfortu-
nate language, which may be open to
the rapier of the very skillful Senator
from Texas. The Senator from North
Carolina says in an aside that he has not
used a rapier, but a broadax.

Mr. CONNALLY.: I meant no offense.

Mr. O'MAHONEY, Certainly; Iunder-
stand. The point is that if there is a
defective law, we should cure the defect.

Mr. CONNALLY. I grant all that.

Mr. O'MAHONEY. Then why not ask
the Finance Committee to study this
matter? Those of us who are not mem-
bers of the Finance Committee are de-
pendent upon the Senators who are.

Mr. GEORGE. Mr. President——

The PRESIDING OFFICER. Does the
Senator from Texas yield to the Senator
from Georgia?

"Mr. CONNALLY, I yield.

Mr. GEORGE. Let me say to the dis-
tinguished Senator from Wyoming that
we adopted an excess-profits tax in 1940.
The distinguished Senator from Texas
was then a member of the committee. If
there is anything wrong in the excess-
profits tax, everyone in this body is re-
sponsible for it.

Mr. O'MAHONEY. Of course.

Mr. GEORGE. Then why study it
longer? We have studied it each year
since 1940. We have amended the law
again and again and again, and, finally,
we adopted a geueral amendment, known
as section 722, to prevent hardship in the
case of small businesses, and to newly or-
ganized corporations, and to those who
were in desperate condition. That was a
liberal provision, which has not been ad-
ministered, and will not be administered,
because we will never find a Treasury
official who will assume the risk of ad-
ministering such a law.
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There is nothing new about the excess-
profits tax. If there is a desire to aban-
don what has made America—that is, the
ability of our industry fo grow—we will
get rid of the excess-profits tax as a
peacetime tax. If any want monopoly,
then they will keep the excess-profits tax,
and keep it high, and I guarantee that
there will never be any competition with
:he monopolistic enterprises in this coun-

ry.

Mr. O'MAHONEY. Mr. President, let
me say to the Senator from Georgia that
anything I have stated is not to be re-
garded as a criticism either of the chair-
man of the Finance Committee or of the
committee itself; but it is clear to me, as
I think it must be clear to every other
Member of the Senate, that we are now
undertaking to establish a rule for a
peacetime economy, whereas the excess-
profits tax which is now on the books
is a tax which was adopfed in wartime,
and which was adopted under the spur
of necessity. I do not think that even
the Senator from Georgia will contend
that the excess-profits tax now on the
books is a perfect instrument.

Mr. GEORGE. No; it is not perfect,
and no one can make it perfect.

Mr. O'MAHONEY. Certainly not.

Mr. GEORGE. There is no way to
make it perfect to fit all conditions.

Mr. O'MAHONEY. The Senator from
Texas suggests that it can be improved.

Mr. GEORGE. Well, the Senator from
Texas has had 4 years in which to im-
prove it.

Mr. CONNALLY. I want to keep the
tax, and the Senator from Georgia wants
to eliminate it. ) :

Mr. GEORGE. Yes; Ido want toelim-
inate it, because I desire the young men
of this country to have a chance to en-
gage in business enterprises.

Mr. OMAHONEY. In which I agree
completely with the Senator.

Mr. GEORGE. Very well. How
would the Senator define excess profits?
They must be profits over and above a
certain income,

Mr. OMAHONEY. Certainly.

Mr. GEORGE. Very well. Either in-
vested capital or an average earning base.

Mr. O'MAHONEY, If the Senator will
permit me——

Mr. GEORGE. That is what we have
today. .

Mr. O'MAHONEY. I am not engaged
in a debate with the Senator.

Mr. GEORGE. Oh, no; but I deplore
the kind of debate that is now going on
because I do not think the Senator has
thought the matter through.

Mr. O'MAHONEY. If the Senator will
permit me, I was engaged in a debate
with the Senator from Texas.

Mr. GEORGE. The Senator wants a
committee to study the bill and to study
the excess-profits tax, and we have
studied it. The tax was imposed as a
wartime tax before we became involved
in this war, but we say that it was nec-
essary to prepare for the war. The tax
came on in 1940.

Mr. OMAHONEY. Will the Senator
permit me to make a statement?

Mr. GEORGE. Yes, I will permit the
Senator to make a statement. I do not
have the floor, however,
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Mr. O'MAHONEY. This is my posi-
tion. I said earlier today that I much
prefer the action of the Senate Commit-
tee on Finance with respect to the ex-
cess-profits tax to the action of the House,
and I was merely saying to the Senator
from Texas that, instead of asking his
colleagues to vote for the retention of
the House provision he should ask the
Finance Committee, if he intends to
make a motion to recommit, to try to
remove some of the defects which are
contained in the excess-profits tax. If
I am compelled to make a choice between
voting to recommit the bill, to adopt the
House provision, or the bill as reported
by the Finance Committee, I shall sup-
port the bill as reported.

Mr. GEORGE. 1 did not like the Sen-
ator’s implication that the Finance Com-
mittee had never studied the excess-
profits tax.

Mr. O'MAHONEY. I made no such
implication, and intended no such im-
plication, I will say to the Senator.

Mr. GEORGE. Very well.

Mr. CONNALLY. Mr. President, I
tried to make clear a little while ago that
I could not agree to send the hill, ac-
cording to the views of the Senator from
Wyoming, to the committee to study and
work it over. We have studied it, and
that is why we know there are some im-
perfections in it. But, Mr. President, a
tax which brings into the Treasury of
the United States $2,500,000,000 appears
to me to be a pretty fair tax when we
have outstanding a public debt of $270,-
000,000,000. I know there may be some
defects in the tax. But where does this
tax apply? If applies to excess profits
after companies have made profits com-
parable to what they made for the four:
base years prior to the war., It applies
to profits over and above what they made
before the war. Are such excess profits
so sacred that when the tax gatherer
goes to the man who has made them he
can say, “Do not touch these excess
profits. It is true they are excess profits,
but you must not take them. Go back
and tax that little picture-show fellow a
little more. Tax that fellow with a low
income. Give him a little more of it.
But we want these excess profits freed
from tax.”

Mr. President, I am for free enter-
prise—yes, free enterprise. We are 2il
for free enterprise if it is on our side of
the street. I am for free enterprise, but
I want free enterprise treated fairly and
justly, and I want a little free enterprise
in favor of the Government as well as
individuals.

Yes, I want to see new enterprises es-
tablished. I want to see them grow and
develop as we have known them to grow
and develop in the past. Certainly I
want to see that. But to give $2,500,-
000,000 to the corporations which are al-
ready in existence, which already have
their treasuries full of money and bonds
and stocks, is not going to help the little
fellow who does not have anything, who
is just starting out. If anyone can figure
out how such action is going to help him
I will reverse my position.

Mr. HAWKES. Mr. President, will the
Senator yield for a moment?

Mr, CONNALLY. Yes, for a moment.
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‘Mr. HAWEKES. I have asked this
question two or three times today——

Mr. CONNALLY, I am sorry but I was
not present when the Senator did so.

Mr. HAWKES. And if I am wrong I
should like to have someone correct me,
because I believe the distinguished Sen-
ator wants to have the facts placed be-
fore the Senate and the people in their
true colors.

How do we know that we shall have
taken off two and one-half billion dol-
lars excess-prefits tax from the business
of the United States? I want to call the
distinguished Senafor's attention to the
fact that in order to do that the excess
profits must first be made. Concerns
engaged in business have to build them
up.
Mr. CONNALLY. Yes.

Mr. HAWEES. What assurance have
we that they will do it?

Mr. CONNALLY. We have the same
assurance we have with respect to all
other taxes. We have the estimate made
by Mr. Stam, the tax expert. We have
the estimate made by Mr. Vinson, Sec-
retary of the Treasury. Of course, I am
not a prophet. I cannot tell what profit

- & company will make in the future. But
what do the tax experts do? They do
what has been done in all human his-
tory; they go back to the past and esti-
mate on the basis of what has occurred
in the past, consider the trend, and then
they form a conclusion. They cannot
guarantee it to be correct, of course,
But let me say to the Senator in connec-
tion with his anxiety in respect to this
$2 500,000 00—

Mr. HAWKES. I will say to the Sen-
ator from Texas that I have no anxiety
respecting it.

Mr. CONNALLY. I am not trying to
be offensive, I will say to the Senator.

Mr. HAWKES. Of course, I know the
Senator is not.

Mr. CONNALLY. If the companies do
not make excess profits they do not pay.
So if the Sznator feels that they are not
going to make the two and one half bil-
lion dollars he can go home tonight and
slumber on that silk pillow of his with-
ocut any worries at all, because the com-
panies will not make it.

Mr. HAWEKES. I wish I had a silk
pillow, Mr. President, but I really prefer
a cotton pillow. That is one of the rea-
sons why I am popular in the South.

Mr. CONNALLY. If the Senator does
not have a cotton pillow I will see that
he gets one. I am strong for cotton.
[Laughter.] The Senator from Alabama
[Mr. BankuEap] is not here, and I shall
assume to speak fer cotton in his absence.

Mr. HAWKES. Let me say, because I.

believe the Senalor is trying, as I am, to
asceriain the facts——

Mr. CONNALLY. I am trying to get
a little money in addition to the facts.

Mr. HAWEKES. So am I, just as much
as the Senator is. I do not think anyone
is more firmly and more strongly in-
terested in seeing this Government get
all the revenue it can than I am, but it
cannot get anything out of a dead duck,
and it cannot get a golden egg out of
a dead goose.

Mr. CONNALLY., That is correct.
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Mr. HAWKES. What we are endeav-
oring to do is to get the maximum reve-
nue possible.

Mr. CONNALLY. The dead goose does
not care whether anything is taken out
of it, because it is already dead. A sur-
gical operation does not hurt a dead
g00s€e.

Mr. HAWKES. That is true; but let
us get back to the little point we are taik-
ing about. If I myself were a big cor-
poration, or if I were speaking in favor
of the great corporations of the United
States, I would agree with the Senator,
and I would not ask for repeal of any
excess-profits taxzes.

Mr. CONNALLY. That is the first time
I have been put in that class. I thank
the Senator.

Mr. HAWKES. What I am talking
about is the same thing that the dis-
tinguished Senator from Georgia has
just suggested to the distinguished Sen-
ator from Wyoming, and that is—

Mr. CONNALLY. Well, they did not
agree in any respect.

Mr. HAWEES. Yes; they did agree.
They may not have known it, but they
did agree on a great fundamental in that
they believe the repeal of the excess-
proiits tax will stimulate the small-busi-
ness man, the man who does not have a
decent earning base, and the new busi-
nessman, and I believe exactly the same

thing. I can also say to the Senator that-

it is my firm conviction that the repeal
of the excess-profits tax—possibly when
a new bill is drafted—a change can be

made in the graduated scale of taxation,.

making it larger or smaller as the case
may demand; but the repeal of the ex-
cess-profits’ tax, in my opinjon, may
raise more revenue for the United States
than would ke raised if it were retained.

Mr. CCNNALLY. I hope the Senator
is correct in his estimates, but he doubted
any estimates at all a while ago when 1
mentioned the estimates with respect to
how much we are going to save.
the Senator goes one better than the Sec-
cretary of the Treasury and one better
than Mr. Stam, and his estimate is that
if we remove the tax we will receive a
great deal more money than if we re-
tain the tax. I congratulate the Sen-
ator. He is a statistician and a Sznator.

Mr. HAWKES. May I say to my very
dear friend the distinguished S=znator
from Texas*that I have not heard Mr.
Stam make any predictions of how much
money is going to be made in 1946. He
has only made a guess. -

Mr. CONNALLY. That is because the
Senator has not asked him.

H Mr. HAWEKES. Oh, yes; I have asked

im.

Mr. CONNALLY. Well, there he sits
over there. I yield to the Sesnator from
New Jersey so he may have an oppor-
tunity to go over there and ask him.

Mr. HAWEKES. I might also say that
Mr. Vinson himself, the Honorable Sec-
retary of the Treasury, says definitely
that this thing is a pure picking of the
figures out of the air.

Mr. CONNALLY. He is against the
provision. He wants it repealed.

Mr. HAWEKES. I am following along
with tkhe administration in my view-

Now .
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point, so that if things do not go as well
as we think, the blame will not be all on

us.

Mr. CONNALLY. I am glad the Sen-
ator has enlisted under the banner of the
administration for the duration. Idonot
know how long the duration is going to
last. I am glad to welcome the Ssznator
to the ranks.

Mr. President, I respect those who ad-
vocate repeal of the excess-profits tax.
I have no quarrel with them. That is
their right. They think that way, but
I do not think that way. And since I
must vote on my own responsibility I
shall vote as I think about the matter.
I think it is a very foolish grant of the
public funds to hand the money back.
We do not have it yet.

Mr. HAWKES. That is correct.

Mr. CONNALLY. But we would get it,
because if the Senator from New Jersey
is correct, then what we ought to do, in-
stead of increasing taxes, is to continue
to reduce them and get more money for
the Government every time we reduce
them. Cut the taxes down, and get
more revenue.

Mr. HAWEKES. Mr.
the Senator again yield.

-Mr. CONNALLY. Yes, I yield.

Mr. HAWEKES. 1 agree with the last
philosophy the Senator has expressed,
that is, the proper reduction of taxes
carried out in a way that is correlated
with the debts and the obligations of the
Nation, and watching the development
of the business and employment under
the process of reducing taxes. I do not
believe there is anything more impor-
tant to the United States than to elimi-
nate every tax which stifles and stymies
business and thus stops revenue from
coming into the Treasury.

‘Mr. CONNALLY, The Senator is cor-
rect in the view that we can reduce taxes
if we properly correlate them; but the
trouble is in correlating. We do not
know where to correlate and where not
to correlate. - He drags in another un- -
certain element. If he were to say that
he was in favor of eliminating taxes, I
could understand that; but when we
must do all this correlating, it bothers
my mind, and I simply cannot grasp it.

~Mr. President, I do not believe that we
ought to repeal the excess-prefits taxzes.
I assume that the Sznhate will do it. . The
committee has recommended it. I re-
speet the sincerity, integrity, and hon-
esty of those who advocate repeal, but
I simply do not believe in it. I do
not think it is wise. I do not think it
is- sound. I do not think it compares
with the other aspects of the bill. What
other interest would benefit by the re-
mission of taxes fo the extent of $2,-
500,000,000 under the terms of the bill?
I'cannot place my finger on the informa- -
tion at this time, but I am advised that
only a relatively small number of cor-
porations would receive the major por-
tion of the $2,500,000,000 through the
forgiveness of taxes.

Mr. President, I shall not press the mo-
tion at this time, but before the bill is
voted upon I shall make a motion to re-
commit. I shall move that the bill ke
recommitted to the Committee on Fi-

President, will
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nance with instructions to report it back
with the recommendation that the
Senate agree to the House provision re-
lating to the excess-profits taxes. I re-
gret that the Senator from Wyoming
IMr. O'Maroney] will not support such
a motion. If we adopt the House lan-
guage, we shall be revising the excess-
profits taxes to some extent., If we pass
the bill as reported from the Committee
on Finance, there will be no revision.
The excess-profits taxes will be repealed.
I regret very much that I am unable to
agree with the Senator. I always like
to agree with him. :

Mr. President, at the proper time I
shall make the motion to which I have
referred.

CREATION OF A WORLD REPUBLIC

Mr. TAYLOR. Mr. President, I ask
unanimous consent, out of order, to sub-
mit a resolution at this time.

The PRESIDENT pro tempore. With-
out objection, the resolution may be sub-
mitted.

Mr. TAYLOR. Mr. President, I should
like to make a brief statement in con-
nection with the resolution. I dislike
very much to interrupt consideration of
the tax bill. On the other hand, it may
be a welcome respite for Senators to hear
of something besides taxes for a few
moments,

Mr. President, this is a rather mo-
mentous occasion in my experience in the
Senate. This is the first resolution I
have ever introduced. Furthermore, it is
a resolution which may be rather
startling to some, and, to say the least,
controversial. ;

My proposal in the resolution is that
the Senate go on record as favoring the
creation of a world republic. This is
not something that I thought of on the
spur of the moment. I have studied the
problem for a good many years. But, of
course, when the atomic bomb fell on
Hiroshimo the effect was something like
that of a man turning around and seeing
a grizzly bear on his tracks. It hurried
me up a little, I thought more intensely
on the subject and did considerably more
research and study.

Recently I have been asking my friends
and chance acquaintances what they
thought of the idea of a world republic
as the most sensible and practical way of
maintaining peace in the world. I was
rather astonished at the response which
I received. Invariably the answer was,
“TayLoR, you have something there. I
am for it, but I do not believe anyone else
will be for it.” When I spoke to the next
person I asked him the same question. I
tried to put it in such a way that he
would not think that I was sponsoring
the idea. I wanted Lo get his honest re-
action. Again I would receive the an-
swer, “That is the right idea. It is our
only hope of maintaining peace in the
world, but I do not think anyone else will
agree with you.”

Invariably that was the response.
Everyone thought that I had something,
but that he was the only one with enough
vision to see the problem in its true light,
and that no one else would agree with
me. I talked with a former Senator. "I
talked with a man from India who has
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attended Harvard University, and who is
now lecturing at a college here. I talked
with farmers from my own State of
Idaho. The other day I talked with a
farmer, and suggested the idea of a world
republic as the best means of maintain-
ing peace in the world. He said, “I am
for it. That is the only thing that will
maintain peace in the world.” Knowing
that he was a farmer, a grower of sugar
beets, and probably a strong advocate of
high tariffs and opposed to reciprocal
trade, I said to him, “You understand
that possibly in the world republic the
government might abolish all tarifls be-
tween nations.” I thought that would
stop him if anything would. He said,
“That is all right. I still maintain that
we must have a world government if we
are to hope to maintain peace and avert
the destruction of humanity.”

Mr. President, I shall now read the
resolution. I feel that I should do so be-
cause of the nature of it. If it were a
resolution in connection with some rou-
tine matter, I might submit it and let it
go at that. The resolution reads as fol-
lows:

Whereas the atomic bomb and other new
and terrible instruments of warfare make it
possible that most of mankind and eciviliza-
tion itself may be destroyed should the world
become involved in another war; and

Whereas even belore the soldiers of this
war have returned to their homes another
race between nations is already 1.mcierway to
train ever greater armies and to produce
more scientifically diabolical weapons in the
largest possible numbers; and

Whereas we believe that not only the
people of the United States but an over-

whelming majorlty of all people in all coun- |

tries are sickened by wars, senseless slaugh-
ter, and the burdens of great military estab-
lishments and crave only peace: Now,
therefore, be it

Resolved, That the Senate of the United
States hereby calls upon the delegates of
the United SBtates of America to the United
Nations Organization prayerfully and ear-
nestly to redouble their efforts ifo secure
world-wide agreement to:

Limit and reduce immediately and even-
tually to abolish armaments, outlaw military
training and conscription except for such
police forces as the Security Council of the
United Nations Organization may deem
necessary to preserve the peace of the world;
ouilaw the manufacture or use of atomie
bombs and all other atomic weapons for any
purpose whatsoever; outlaw the manufac-
ture or use of other weapons and instruments
of war of every kind and nature, except for
such weapons as the Security Council of the
United Nations Organization may deem
necessary to preserve the peace of the world;
provide for an international police force
capable of enforcing these agreements; and
be it further

Resolved, That b the creation of an
international police force requires adequate
international civil authority for its control
and mindful of the long and continued
peaceful relations between the 48 States of
our own republic and being hopeful that
similar principles of government, if applied

to all men, will secure to the world the-

greatest possible opportunity for everlasting
peace, we therefore urge that every possible
effort of our delegates to the United Nations
ization be directed toward the ultimate
goal of establishing a world republic based
upon democratic principles and universal
suffrage regardless of race, color, or creed;
and be it further
Resolved, That the President of the United
Btates be requested to use the great powers
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and influence of his high office toward
achieving the purposes of this resolution by
instructing the delegates of the United
States to the United Nations Organization
to propose at the first assembly of that
organization the creation of a commizsion
to prepare the drafts of the requisite inter-
national conventions, agreements, and
treaties for the establishment of the world
republie proposed by this resolution.

Mr. President, I invite the attention of
the Senate, and also the attention of
those who may read this statement in
the REcorp, to the fact that the original
Thirteen Colonies faced precisely the

- same situation which we face today.

They had a loose organization, a league
of friendship, among the Colonies, and
it was inadeguate. They were arguing
and squabbling among themselves. They
were not progressing in the field of eco-
nomic well-being. They were fighting
among themselves. So the representa-
tives of the Colonies met in convention.
It was not called for the purpose of
drafting a constitution which would draw
the Colonies more closely together. It
was called for the purpose of amending
the Articles of Confederation. But the
gentlemen gathered there realized that
confederations, leagues of {riendship,
and leagues of nations would not keep the
peace. They exercised great statesman-
ship, foresight, daring, and courage.
They took it upon themselves to formu-
late our present Constitution.

Mr. President, at that time it was said
that the Thirteen Colonies were too vast
to be united under one government.
It was suggested they should be divided
into spheres of influence, so to speak,
even as has been suggested for the
nations of the world at the present time.
It was suggested that a certain group
of colonies should be in one confedera-
tion, another group in another confedera-
tion, and a third group in still another
confederation, because the Colonies were
too big to be united in one republic. But
our founding fathers thought better of
that, and so we have the United States
of America.

Mr. President, today we are in the
same situation. It is contended that the
world is too large for one republic, that
there should be spheres of influence and
confederations of nations in certain sec-
tions of the world. I do not believe in
that theory.

I wish to call the attention of the
Senate to what happened yesterday, al-
though I do not think it is necessary to
do so, because I am sure that everyone
who attended the joint session of the
House and Senate held on yesterday will
agree with me as to what happened. I
am sure all will agree that the reception
given there to the proposal of universal
military training was very cool. I have
attended several such joint sessions.
Previously they have always been gala
occasions, always the President has been
tumultuously received, always he has left
the Chamber amid loud applause, and as
he has made his exit there has been a
burst of enthusiastic applause from the
audience, I am sure that yesterday we
all noticed that the President was re-
ceived most cordially, but that as he
progressed with his pronouncement that
the only way to maintain peace in the
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world was by force, there was a marked
cooling of the attitude of his listeners,
The applause became less and less spon-
taneous; and as the President left the
Chamber, the applause actually died and
ceased before he had proceeded more
than half way up the aisle. I do not
think that was a demonstration of any
unfriendliness toward the President; but,
rather, it was simply a manifestation of
the unutterable depression which had
come upon that gathering at the pros-
pect of a renewed armaments race, even
before the soldiers of this war have re-

turned to their homes and their firesides. -

I believe the people of America are
ready—not only ready, but anxious and
definitely craving—to have something
done to preserve peace in the world and
to prevent the beginning of another
armament race which, in view of the de-
velopment of far greater instruments of
destruction, can result only in leading to
the absolute erasing from the face of the
earth of our civilization and of a large
percentage of the actual inhabitants of
the earth.

Mr. President, it has been my observa-
tion that always when great armies are
built up they are not disbanded until
they have been used for purposes of mak-
ing war upon some other nation. We
have examples of what results from mili-
taristic attitudes upon the part of na-
tions, of peacetime conscription, and
peacetime compulsory military training.
We have the example of France which
had a great army made up of conseripts,
and yet its morale was so poor that it fell
at the first onslaught of the enemy. We
have the example of Germany, which by
means of conscription built up a great
army that was used for purposes of world
. conquest. More immediately, Mr. Presi-
dent, we have before us the object lesson
of Argentina, where the army has taken
control of the country in toto.

So I am opposed to great armies, espe-
cially conscript armies, if there is any
other possible alternative. I agree that
if affairs go on for another year or two
as they have been going, and if interna-
tional relations deteriorate further and
further, by that time I shall be compelled
to agree with the idea that the only hope
of preventing the utter extinction of our
Nation will be the creation of a great
military machine. But I am not pre-
pared to go along with that idea at the
present time, and I will not go along
with it now.

Very recently, Mr. President, Repre-
sentative ARewps, of the House Military
Affairs Committee, suggested that we
hide our factories and ourselves in the
thousands of miles of deserted mine
shafts in certain regions of our country,

That might be a good idea except for
the fact that the scientists who invented
the atomic bomb tell us that shortly the
bombs will be so powerful we would have
to dig down at least a half mile. At any
rate, Mr. President, I prefer to stay
above ground and to embrace my fellow-
man and call him brother. But that can
only be if we have the courage to travel
the uncharted road to a world republie.
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President Truman had this to say to
his neighbors in Kansas City, before the
atomic bomb was dropped on Hiroshima:

It will be just as easy for nations to get
along in a republic of the world as it is for
us to get along in the Republic of the United
States.

I think he spoke from his heart, but
I am afraid tha’ since that time he has
had too many so-called practical advisers
with militaristic learnings tell him that
it is absolutely impossible even to think
of a world republic, and, therefore, we
should arm to fight instead of seeking
peace.

I know how that is; I went through
a similar experience with my resolution.
After I had talked to so many common
people and after they all had agreed with
me, then I thought, “Well, inasmuch as
this is my first resclution, I guess the
proper thing to do is to try, before I sub-
mit it, to gain some support. in the Sen-
ate.” SolIstarted calling upon Senators
to ask what they thought of my proposal
and to ask whether they would care to
have their names appear as cosponsors
of the resolution. The first Senater
upon whom I called said he had not even
given any thought to the idea of a world
republic. He promised that he would
and that he would call me later. How-
ever, he has never called me. I do not
know whether he is still giving it thought
or whether he has just forgotten about it.

I went to anothe: Senator and asked
him what he thought about it. He
thought it was a great idea, but he did
not want any part of it. [Laughter.]

Then I went to another Senator, and
he was absolutely opposed to it. He
said he had recently been to Europe and
that they were a bunch of poor white
trash and he wanted no part of them,
and certainly not to be mixed up in a
republic with them.

So, Mr. President, about that time I
decided that that was a poor course to
pursue, because if I kept on I would be
in the sad position of submitting my
resolution over the good advice of every
Member of the Senate, before I was
through with it. So I ceased and de-
sisted, and I am presenting my resolu-
tion now on my own initiative, because
in my heart I am convinced that this is
the only possible solution to the problem
of attaining permanent world peace,

There are some who say that the goal
of a world republic is unattainable,
Well, what if they do? Suppose we do
set our sights on an impossible goal—
for instance, such as President Roose-
velt’s goal of 50,000 airplanes a year.
The Senate will recall that and will
remember that it was laughed at as
being the figment of an overwrought
imagination, and it will also be remem-
bered that our actual production of air-
planes made 50,000 planes a year appear
as child’s play. So, I say, let us set our
sights on an impossible goal; let us dis-
play a little of the vision and faith of
that great man.

General Marshall, in his recent report
to the Congress, said:

The only defense against this kind of war-
fare [atomic warfare] is the ability to
attack.
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Later in his report he reiterated that—

The only effective defense a nation can
now maintaln is the power of attack.

What he did not say, but what is im-
plicit, is attack without warning. That
is what we face in this world: Nations
with atomic rocket bombs aimed at the
vital centers of other nations, with a
technician sitting at a button, ready to
press it and spread destruction to a
whole nation, and that state of affairs
existing in every nation, and all the
nations of the world living in dread and
fear. K

Mr. President, I fear that if this con-
dition continues, not only will the morale
of the people of the world be destroyed,
but their morals will be destroyed. If a
man feels that he may never live to see
the dawning of another morning, prob-
ably he will decide to go out tonight and
get drunk and celebrate and have a good
time, and God knows what will happen
to the world if such fatalistic attitudes
become prevalent.

There are some who claim that to es-
tablish such a world-wide republic is im-
practicable and impossible because of the
many races and religions and varying
standards of living in the world. Here
in America we also have many races and
religions, and we also have greatly vary-
ing standards of living—not only between
different classes but also between dif-
ferent sections of our country. Even in
Canada different languages are spoken in
certain sections of that democracy.

It is claimed by many that we cannot
even hope to get along peacefully with
Russia, let alone accept her into a world
republic, because she has an economic
system different from ours. We might
bear in mind that Canada has a socialist
government in the Province of Saskat-
chewan, but to date, at least, it has not
brought on violence or revolution or even
serious misunderstanding with the re-
meainder of the Dominion.

Representative Munpt, of South Da-
kota, has recently returned from Russia.
Among other things, he said, “Russia has
gone a long way from the doctrines of
Karl Marx.”

We héar the same thing from many
other sources. And certainly we have
been moving to the left in our economic
forms,

Both Representative MunpT and Rep-
presentative Frances P. BorLTon said that
they found only the greatest interest in
and friendliness toward America,.

Mr. Munpr said that he observed no
anti-American propaganda, and that “if
there had been any, then it has failed
completely."

Does that sound like a nation against
whom we should arm to the hilt upon the
slightest provocation? And if we are not
arming in fear of Russia, who else is there
at this time to threaten us?

Certainly the United States is the only
nation that would dare to risk a war with
Russia, and Russia is the only nation in
the world that would dare to risk a war
with the United States. [

Mr. President, I wish to read into the
Recorp a few statements which have been
mrade by scientific experts who had some-
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thing to do with the development of the
atomic bomb.

Dr. Harold Urey, one of the scientists
who helped develop the atomic homb,
said:

Unless we can devise some plan to prevent
the manufacture of atomic bombs we shall
live in constant fear of sudden and violent
death. A world of vast fear and apprehen-
sion will be our lot and that of our children.
- We must understand that the most devas-
tating weapon of all times is mow in our
hands and will soon be in the hands of other
industrialized countries.

Dr. Robert R. Wilson, on behalf of Los
Alamos scientists, foresees atomic bombs
thousands of times more powerful than
the ones dropped on Hiroshima, said:

Efforts fo keep it from other nations will
l?edl at:t an unending war more savage than
t -

Counter measures would be extremely
difficult and uncertain because of the
concentrated form of destructive energy
and the large number of possible meth-
ods of delivery.

Advantage would lie with the aggres-
sor. A single heavy attack, lasting a
matter of minutes, might destroy the
g}l;ﬂjty of a nation to defend itself fur-

er

The bomb is a deadly challenge to civi-
lization itself.

Dr, Shapley, Harvard:

The future, if it is to be made safe for
civilization, is one in which narrowly na-
tional interests diminish and world-wide re-
sponsibilities increase.

Dr. A. H. Compton, another prominent
atomic scientist, said:

If we are wise we shall take immediate
steps to form a world government by inter-
national agreement instead of waiting for a
third world war of unparalleled destructive-
ness to determine the rulers of the world.

Dr. H. J. Curtis, one of the men who
helped make the atom bomb, predicted
_that the scientists’ suggestion for inter-
national control might be scoffed at as
visionary.

He said:

In reply I will simply state that the possi-
bility of developing atomic energy was also
50 labeled a scant 6 years ago, and yet today
it i1s a reality.

We can see no reason why a similar miracle
cannot be achileved in international rela-
tions.

Dr. Irving Langmuir, General Electric
Co. scientist, stated:

There is no possibility of permanently
keepmg the secret of the atomic bomb

* * Russiais behind us at the moment,
hut she has a tendency to go ahead at a
faster rate than we do. *

Their development could reach such a
state that all they would have to do would
be to push a button and destroy every Amer-
ican city. .

General Marshall said:

In the immediate years ahead, the United
Nations will unquestionably devote thelr sin-
cere energies to the effort to establish a last-
ing peace. To my mind there is now greater

chance of success in this effort than ever
before in history.

I am not expecting that this resolution
will be reported from the committee at
once and favorably voted upon. My best

hope is that developing events and the
pressure of public opinion may eventually
bring action before we have traveled too
far down the road of military might to
bring the monster of armed force under
control.

The resolution is before the Senate.
It has been submitted. It is up to the
people of America to make known their
wishes in the matter to the Foreign Re-
lations Committee, where it will be re-
ferred.

Preservation of world peace cannot he
left to the whims of sovereign states,
or to conferences of foreign ministers, or
to security councils.

These inadequate agents may suffice
for a time, they can even be valuable as
g,urchitects of a more permanent struc-

re.

The United Nations Organization may
have been adequate at San Francisco,
but agreements between sovereign na-
tions will not suffice in the atomic age
which has come into being since the San
Francisco Conference.

General Marshall has said:

If man does find the solution for world
peace it will be the most revolutionary re-
versal of his record we have ever known.

I agree with General Marshall. It will
be a revolutionary reversal, but I believe
that if we have the courage, the resolute
purpose, and the magnificent imagina-
tion which was displayed by the framers
of our Constitution, this can be accom-
plished. Those men did not wait for the
masses to force them to act. They were
leaders. They had been called upon only
to revise the Articles of Confederation,
but they recognized the futility of con-
federations and leagues of friendship and
agreements between sovereign powers.
So they tock the responsibility upon their
own shoulders and drafted our Constitu-
tion. When some objected that they
were going tco far, Washington said:

It is too probable that no plan we pro-
pose will be adopted. Perhaps another
dreadful conflict is to be sustained. If, to
please the people, we offer what we ourselves
disapprove, how can we afterward defend
our work? Let us raise a standard to which
the wise and the honest can repair; the event
is in the hand of God.

How well might those words of Presi-
dent Washington apply to circumstances
a; this very moment in the history of
the world.

Mr. President, I call upon the Repub-
lican Senators to support this resolution
for a world union, in the name of their
greatest leader, Abraham Lincoln, who
gave his life to the end that our own
Union should not perish.

I call upon them in the name of their
late statesman, Wendell Willkie, whose
profound understanding of world affairs
led him to declare, long before the atomic
bomb made it crystal clear, that this is
indeed one world.

I call upon the members of my own
party to exercise the same foresight, and
high courage, that motivated the found-
ers of our own Republic when, even
though they were called traitors to their
individual States, they mneverthéless
fought the good fight to establish a
United States of America, because they
believed that the good of all is superior to
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the proud pretensions of any lesser sov-
ereign entity.

In the name of Woodrow Wilson, who
died a martyr to what was considered
to be a revolutionary step in the quest of
men and women everywhere to end the
scourge of war, I call upon Senators of
the Democratic Party to wrest this one
last chance from the jaws of chaos and
establish permanent peace in the world
ac the alternative to a far more ghastly
orgy of death and destruction than the
world has ever known.

I call upon them to lend their support
to this bold proposal in the name of the
man whose bold leadership in our victory
over tyranny has given us this last fleet-
ing opporiunity to render the greatest
service of all time to humanity,

Mr. President, I call upon every Sena-
tor, regardless of party, I call upon all the
citizens of America, I call upon every
Christian, to give support to this pro-
posal. TIask it in the name of the Prince
of Peace.

The resolution (8. Res. 183) , submitted
by Mr. TavLor, was referred to the Com-
mittee on Foreign Relations.

DISCONTINUANCE OF LAND-GRANT RAIL-
ROAD RATES—CONFERENCE REFORT

Mr. JOHNSON of Colorado submitted
the following report:

The committee of conference on the dis-
agreeing votes of the two Houses on the
amendments of the Senate to the bill (H. R.
694) to amend section 321, title III, part IT,
Transportation Act of 1940, with respect to
the movement of Government traffic, having
met, after full and free conference, have
agreed to recommend and do recommend to
their respective Houses as follows:

Amendment numbered 1: That the House
recede from its disagreement to the amend-
ment of the Senate numbered 1, and agree to
the same with an amendment, as follows:
In lieu of the matter proposed to be inserted
by the Senate amendment insert the follow-
Ing:

“Sec. 2. The amendment made by section 1
of this Act shall take effect October 1, 1946:
Provided, however, That any travel or trans-
portation specifically contracted for prior to
such effective date shall be paid for at the
rate, fare, or charge in effect at the time of
entering into such contract of carriage or
ghipment.”

And the Senate agree to the same,

Amendment numbered 2: That the House
recede from its disagreement to the amend-
ment of the Senate numbered 2, and agree to
the same with an amendment, as follows:
In lieu of the matter proposed to be inserted
Er the Senate amendment insert the follow-

g:

“Sec. 4. (a) There are authorized to be ap-
propriated from time to time, to a fund in
the Treasury to be known as the “veterans’
farms fund”, amounts equal in the aggrepate
to the total amount set forth in subsection
(c) of this sectlon.

“(b) Amounts appropriated to the veter-
ans’ farms fund shall be available until ex-
pended and shall be utilized, 75 per centum
by the Becretary of the Interior and 25 per
centum by the Secretary of Agriculture, as
follows:

“(1) The amounts available to the Secre-
tary of the Interior shall be utilized by him
for the construction of irrigation projects in
the reclamation States; and for the purchase
and reclamation improvement of such pri-
vately owned lands, and the reclamation im-
provement of such public lands, situated
within reclamation projects as are necessary
to the proper and integrated development of
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said projeets, and such Secretary shall dispose
of lands so purchased or improved to eligible
veterans in family-type farms.

“(2) The amounts available to the Secre-
tary of Agriculture shall be utilized by him
for the purpose of assisting eligible veterans
to establish themselves upon and improve
family-type farms on lands within Federal
reciamation projects and on lands within the
States in which railroad land grants are
located but which are not reclamation States.
Funds so available to the Secretary of Agricul-
ture shall be administered in the same man-
ner as funds appropriated for title I of the
Bankhead-Jones Farm Tenant Act, as
amended: Provided, That such funds may be

used by the Secretary of Agriculture in the’

reclamation States and in the other States
named in subsection (c¢) without regard to
the prevalence of farm tenancy in sald States:
And provided further, That veterans found
qualified for occupancy of a family-type unit
on Federal reclamation projects pursuant to
the Bankhead-Jones Farm Tenant Act must
also be acceptable to the Secretary of the
Interior. Any funds appropriated to the
Secretary of Agriculture pursuant to title I
of the Bankhead-Jones Farm Tenant Act may
be used for the purposes of this paragraph
and paragraph (3) of this subsection, in the
manner and under the conditions provided
for the use of funds made available pursuant
to this subsection.

“(3) In order to provide for cooperation
between the Secretary of the Interior and
the Secretary of Agriculture in the admin-
istration of this section, the Szcretary of the
Interior is authorized, pursuant to coopera-
tive agreements between the Secretary of Ag-
riculture and the Secretary of the Interior,
to consider any money made available by any
Federal agency to veterans settling upon
land within Federal reclamation projects, as
all or a portion of the capital required of
such settler under subsection C of section 4
of the Becond Deficiency Act, fiscal year 1924
(43 Stat. 702), and where any lands have
been or may be improved by means of funds
made available to an eligible veteran by the
Secretary of Agriculture pursuant to the
Bankhead-Jones Farm Tenant Act, or this
section, the Secretary of the Interior shall re-
quire the entryman or settler of such lands
to enter into a mortgage contract or other
security instrument acceptuble to the Secre-
tary of Agriculture covering his interest in
the land and improvements to secure the
repayment of the value of such improve-
ments before a subsequent entry is allowed.

‘“(4) Of the amounts {1 the veterans' farm
fund, the Secretary of the Interior shall ex-
pend at least §3,750,000 of the funds avall-
able to him, and the Becretary of Agricul-
ture shall expend at least $1,250,000 of the
funds available to him, in each of the States
mentioned in subsection (¢) as having rail-
road land-grant lands valued at 5,000,000 or
more: Provided, That if the total of the
amounts appropriated under subsection (a)
is less than 868,272,770, then the sald Secre-
taries shall expend in each of such States 75
per centum and 25 per centum, respectively,
of an amount which bears the same ratio to
$5,000,000 as the total of the amounts so ap-
propriated beers to $68,272,770.

“(6) An eligible veteran for the purposes
of this section is one who has been or may
be declared by the Administrator of Veter-
ans' Affairs to be eligible for any benefits
provided for in the Servicemen’s Readjust-
ment Act of 1944 as now in force or as here-
after amended.

“{6) No amount shall be deducted or with-
held from any payment due to any veteran
under any law administered by the Veterans'
Administration for the purpose of protecting
the United States against loss in connection
with any sale of land under this section.

*“(e) For the purpose of this section the
value of land-grant lands to which carriers
have legal or equitable title or possession in
the several States is hereby fixed as follows:
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“Arizona, $7,000,000; California, $14,331,090;

"Idaho, $1,149,190; Minnesota, $87,228; Mon-

tana, $£19,209,090; Nevada, $11,112,454; New
Mexico, $5,000,000; North Dakota, $1,000,600;
Oregon, £171,202; TUtah, $349,120; Washing-
ton, £8,789,406; Wisconsin, $3,300; Wyoming,
$70,100; total $€8,272,770."
And the Senate agree to the same,
Ep. C. JoHNSON,
ErnEsT W. MCFARLAND,
B. K. WHEELER,
E. H. MOORE,
CLYDE M. REED,
Managers on the Parit of the Senate,
LyreE H. BoREN,
J. PERCY PRIEST,
OREN HARRIS,
Pesr G. HOLMES,
CarroLL REECE,
Managers on the Part of the House,

Mr. JOHNSON of Colorado. Mr.
President, I ask unanimous consent that
the conference report be considered.

The PRESIDENT pro tempore. Is
there objection to the present considera-
tion of the conference report?

Mr. GEORGE. Mr. President, I realize
that the presentation of the conference
report is a privileged matter, but it
strikes me that it might be well to hold
its consideration in abeyance until we
can dispose of the tax hill.

Mr. JOHNSON of Colorado. If the
conference report results in any debate,
I shall withdraw it.

Mr. GEORGE. I think it will lead to

_debate.

Mr. WHITE. Mr. President, will the
Senator from Colorado indicate what
changes have been made in the form of
the bill which was passed by the Senate?

Mr. JOHNSON of Colorado. The only
change is in respect to the so-called Mec-
Farland amendment. As will be re-
called, that amendment provided for
certain payments to be made out of the
fund for the improvement of land for
veterans in some of the States. The
Comptroller General found fault with

“the provision and suggested the changes

which have been made.

The FPRESIDENT pro tempore. Is
there objection to the present considera-
tion of the conference report?

Mr. ENOWLAND. Mr. President, re-
serving the right to object, will the Sen-
ator from Colorado indicate what
changes the Comptroller General sug-
gested in the allocations to the various
States? I think we should have a fairly
full explanation of the matter.

Mr. JOHNSON of Colorado. In gen-
eral, this is what the conference report
does: Under its provisions the allocation
of funds for the purposes listed in the
McFarland amendment is merely an
authorization. It is not an appropria-
tion at all. An appropriation will have
to be made by the Congress before any
money can be taken out of the Treasury
and used for the purposes recited in the
McFarland amendment.

Mr, BILBO. Mr, President, I have
bheen keenly interested in the proposed
legislation. I merely rose to extend my
hearty congratuiations to the Senate
conferees for the good service they have
rendered in retaining in the bill the
amendment to make the law effective be-
ginning October 1, 1946. That one
amendment will save for the taxpayers
of the country between $200,000,000 and

‘become effective.
‘pose of it before other matters are
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$224 000,000, as I have been best able to
estimate it. :

I am very much gratified that the con-
ferees have been able to retain this
amendment after the House so hurriedly
tried to pass a measure in the last 2 or
3 years. Beginning in December, 1944, I
have been objecting to the passage of the
bill, but I have no objection to its enact-
ment with this amendment in it, be-
cause since I have been on the job fight-
ing the bill, there has accrued to the
Treasury c.pproximately a quarter billion
dollars, and this amendment adds an-
other quarter billion. After the war is
over and all the hauling has been done
by the railroads of the couniry of sol-
diers and sailors, after they have all
been placed back in their homes, and
after the declaration that the war has
come to an end, the bill will not mean
anything because of the enaciment of
the act of 1940.

The PRESIDENT pro tempore. Is
there objection to the present consider-
ation of the conference report? The
Chair hears none, and without objection
the conference report is agreed to.

Mr. LANGER. Mr. President, I was on
my feet. I wish to object.

The PRESIDENT pro tempore. The
Senator from North Dakota objects, and
the conference report will go over.

Mr. JOHNSON of Colorado. Mr.
President, I move—

Mr. BARELEY. Mr. President, will
the Senator withhold the motion?

Mr. JOHNSON of Colorado. I with-
hold the motion.

Mr. BARKLEY. I hope Senators will
await the disposition of the pending bill
before other matters are brought for-

‘ward. It is very desirable to get the bill

through today. It will have to go to
conference, and it is necessary that it
become law by the 1st of November in
order that certain provisions of it may
I hope we may dis-

brought forward.
THE REVENUE ACT OF 1945

The Senate resumed the consideration
of the bill (H. R, 4309) to reduce tax-
ation, and for other purposes.

The PRESIDENT pro tempore. Te
question is on agreeing to th: amend-
ment of the Senator from Nebraska [Mr.
WHERRY], presented as a substitute for
the amendment of the Senator from
Michigan [Mr. VANDENEERG], on page 35,
after line 10.

Mr. WHERRY. Mr. President, I want
it distinetly understood that the amend-
ment is in exactly the same language as
the amendment I offered last July to the
so-called tax adjustment bill, which was
identified as House bill 3633. The pur=-
pose of the amendment{ then was to make
retroactive to January 1, 1945, the in-
creased exemption in the excess-profits
tax, a specific exemption from $10,000
to $25,000. At the last session the Sen-
ate passed the bill, but my amendment
was not carried, having been lost by a
vote of 30 to 31.

We are told this afternoon that the
excess-profits tax law is to be repealed.
I hope it will be repealed. I have offered
my amendment today to make the
$25,000 exemption retroactive for the tax
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year 1245. I have done so bscause
more than 45,000 small business concerns
throughout the country have asked that
I offer this amendment, which will re-
lieve them in their reconversion prob-
lems, which will give them new money
with which to continue their businesses
in 12486, especially businesses which have
just been started.

The only difference between this
amendment and the amendment offered
by the distinguished senior Senator from
Michigan which has now been approved,
or will be taken to conference by the
chairman of the Committee on Finance,
is as to the amount of relief which will
be granted. In the Senator’s amend-
ment, which is a restricted amendment,
as I ecall it, there will be relief to the
extent of about $70,000,000. Under my
amendment the relief will amount to
about $225,000,000, and 45,000 of the
beneficiaries will be small businessmen

who are under the $25,000 bracket. That *

is what I wanted to say. I am not ask-
ing for a roll call. I should like to have
a voice vote, because now we have made
some headway. The amendment of the
distinguished Senator from Michigan, of
course, has given the small businessmen
$70,000,000 of relief, and the Senate
Small Business Committee membership
appreciates that. But this is the orig-
inal amendment I offered for the relief
of the 45,000 businessmen of this coun-
try, to whom we think relief should be
given so that they may proceed with
their business.

Mr, VANDENBERG, Mr. President,
just a word of final explanation, since the
Senator from Nebraska has made his
statement.

Under the amendment which I have
submitted, and which has now been ap-
proved by the chairman of the Commit-
tee on Finance, the relief will be confined
to groups in the lower brackets, whereas
the relief under the substitute proposed
by the Senator from Nebraska would run
through the entire list.

Mr. WHERRY. I should like to have
this final word, then, that, based upon
the evidence taken, it is my opinion that
the amendment I heve offered would
affect 95 percent of the small business-
men. It would of course give the relief
to big business as well, but what is a
$25,000 exemption to hundreds of large
corporations which have tremendous
earnings? My amendment reaches 95
percent of those asking relief under the
amendment.

The PRESIDENT pro tempore. The
question is on agreeing to the amend-
ment of the Senator from Nebraska to
the amendment of the Senator from
Michigan.

The amendment to the amendment
was rejected.

The PRESIDENT pro tempore. The
question now recurs on the amendment
of the Senator from Michigan.

‘. The amendment was agreed to.

The PRESIDENT pro tempore. The
chair is of opinion that the Senate must
now recur to the commitee amendment
on page 30.

Mr. GEORGE. Mr, President, I am on
my feet to ask that we return to the com-
mittee amendment on pages 38 and 39.
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The PRESIDENT pro tempore. With-
out objection, it is so ordered.

Mr. GEORGE. Mr, President, I ask
that that portion proposed to be inserted
on page 39, lines 8 to 16, be omitted, and
that the amendment thus modified be
agreed to. This is necessary in view of
the adoption of the amendment just ap-
proved by the Senate.

The PRESIDING OFFICER. The
question is on agreeing to the amend-
ment as modified by the Senator from
Georgia.

The amendment as modified was
agreed fo.

Mr, MAYBANK., Mr, President, am I
correct in understanding that the amend-
ment which was adopted limits the ex-
emption to $25,000 except to insurance
companies, as to which it is limited to
$50,000?

Mr. GEORGE. The existing law ap-
plies to insurance companies. This
amendment does not refer to insurance
companies. The amendment just ap-
proved, offered by the Senator from
Michigan, clearly declares that no excess-
profits-paying corporation shall have a
total excess-profits credit and specific
exemption of less than $25,0060 before the
imposition of excess-profits taxes.

Mr. MAYBANK. And itis for 1945?

Mr. GEORGE. It applies to 1945. Of
course, already we have provided for a
flat 25 percent special exemption, be-
ginning in 1946.

The PRESIDENT pro tempore. The
committee amendments have all been
acted. on. The bill is still before the
Senate and open to further amendment.

Mr. CONNALLY. Mr. President, I
send a motion to the desk, which I ask
to have stated.

The PRESIDENT pro tempore. The
clerk will state the motion.

The Chief Clerk read as follows:

I move that the bill be recommitted to the
Committee on Finance with instructions to
report it back with the recommendation that
the Senate agree to the House provision re-
lating to the excess-profits taxes.

The PRESIDENT pro tempore. The
question is on agreeing to the motion of
the Senator from Texas.

The motion was rejected.

Mr, BROOKS. Mr. President, I offer
the amendment, which I send to the desk
and ask to have stated.

The PRESIDENT pro tempore. The
clerk will state the amendment.

The CH1zr CLERK. At the proper place
in the bill, it is proposed to insert the
following new section:

Src. —., Wages or salaries paid in contra-
vention of the Stabilization Act of 1942,

(a) In general: Section 5 (a) of the
Btabilization Act of 1942, as amended, by
inserting before the period at the end thereof
a colon and the following: “Provided, That
in no case sghall the amount so disregarded
exceed such part of such wage or salary pay-
ment as is in excess of the part thereof that
could have been paid without contravening
such regulations.”

(b) Effective date: The amendment made
;)y 11:91;1; section shall be effective as of October

Mr. BROOKS. Mr. President, the
amendment is intended to correct and

would correct one of the most vicious and
deterring practices now affecting Ameri-
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can business. During the war every time
we were asked to grant authority re-
specting regulations, under the guise of
winning the war, authority was granted
freely and with a great deal of generosity.
In the Stabilization Act we provided two
penalties, There is a eriminal penalty at
the end of the act for williul violation,
and there is another penalty which,
stated in simple language, is that wher-
ever any employer raises the wages of
his employees above the amount allowed
by the regulations of the various regu-
lating bodies the Treasury can deny the
employer not only the right to deduct
for income-tax purposes the increase in
wages but the total wages paid to the
employees.

For instance, if a restaurant had 10.
employees, and was paying them at the
rate of 40 cents an hour, and raised the
wages to 50 cents an hour, the Treasury
now has the authority to say to it, “You
have no right to deduet nor will we allow
you to deduct any of the wages paid to
any of those employees during the entire
time that you increased the wages.”

The amendment merely provides for
correcting the law and limiting the
Treasury, the National Labor Relations
Board, and the War Labor Board so they
may no longer continue to harass the
thousands of employers of small num-
bers of employees by asking for their
books and charging them with having
viclated the law. They do not charge
such employers with having williully vio-
lated the law, under which they can be
penalized criminally, but they threaten
the little businessman and say, “You
violated the law, and if you do not make
a settlement we will recommend to the
Treasury that it disallow all the wages
you have paid to all your employees to
date during all the time you are supposed
to have been a violator.” If such action
were carried to the limit under this law
the Government could absolutely bank-
rupt business after business in this
country. The situation is fraught with
danger. Businessmen are driven to cer-
tain adjusters who tell them what they
can do.

The amendment simply provides that
if one unknowingly violates the law the
Treasury can deprive him only of the
right to deduct the amount of increase
in wages which he did not have the right
to make.

If one willfully violates the law he can
be fined and put in prison.

But we ought to start now to do away
with the vicicus practices of these mud-
dling bureaus which are endeavoring to
keep themselves alive, and are harassing
people and collecting punitive taxes in a
way in which they have no right to col-
lect taXes as such.

This is the first chance I have had to
present such a measure, and I ask the
Senate to accept the amendment.

Mr. CAFEHART. Mr. President, I
should like to say a few words on this
question. The rule of the Treasury De-
partment which permits it to disallow
as a tax deductible the full amount which
any employer may have paid to an em-
ployee inadvertently, possibly against the
rules and regulations of the War Labor
Board, is a very vicious and a very dan-
gerous thing. It simply means that if
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one were employing 100 persons and he
raised their wages 5 cents an hour with-
out the permission of the War Labor
Board, the Treasury Department could,
under its present rules, disallow for in-
come-tax purposes, the entire amount
the employer paid those 100 individuals
from the time he increased their wages.
Let us suppcse that was 3 years ago,
and that the employer paid the 100 in-
dividuals an average of $2,000 a year,
which would be $200,000 a year, or $600,-
000 in all, the Treasury Dzparitment can
disallow $600,000 as a tax deductible and
that might in many instances bankrupt
employers.

I could have used for an illustration
10 employees as well as 100. I could have
used 10,000 as well as 100. I use 100 as
aL example. This is a very vicious thing.
I do not think it was ever intended by
Congress that the Treasury Department
should go to the extent and to the ex-
treme they have gone. Many little busi-
nesses, such as restaurants, hotels, and
other service business of all kinds are
not in a position to know exactly what
the law is. They are not in a position to
subscribe to the services which are avail-
able to the larger employers. There is
no doubt in my mind that there are lit-
erally thousands of them who have raised
some poor man’s or woman's wages with-
out first securing the consent of the War
. Labor Board.

Under the act and under the rules of
the Treasury Department Government
officials are obligated to go through the
country and audit the books of every
man in business to see whether or not
he raised the wages of some poor fellow
or some woman, and if they find that
he has done so and did not secure per-
mission from the War Labor Board, then
they must disallow the total amount the
employer has paid that employee or those
employees from the day he began to pay
them, and that runs into literally thou-
sands and thousands of dollars. The re-
sult is that there is not a single employer
in the United States who knows where
he stands. He does not know when some-
one is going to come in and audit his
books and find that he made some little
mistake.

Mr. President, all that the Senator
from Iilinois [Mr. Broors] and I are
asking by this amendment is that em-
ployers who unknowingly have violated
the law or the War Labor Board's ruling
be penalized only to the extent of the
raise they have given; not to the full ex-
tent of the full wage or the full salary
which was paid an employee or em-
ployees.

Mr. President, there cannot be any
objection to this proposal. The Treas-
ury Department informed us that they
have the right to do what we have been
describing; that they have the right to
disallow the full amount, but that they
are not availing themselves of that right,
and they are using good judgment. Evi-
dently they recognize the unfairness of
the rule and the act. Therefore, I
strongly urge that the Senate agree to
the amendment in order that the hun-
dreds of thousands of businessmen in
this Nation may know exactly where
they stand and what the penalty will be
in case they unknowingly violate the law.
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Mr, MORSE. Mr. President, I think
this amendment deserves much more
careful consideration in the Senate of
the United States than it is going to re-
ceive if we consider it in connection with
the tax bill. I happen to be one who be-
lieves that the administrative and en-
forcement procedure in the so-called
penalty cases deserves some Very care-
ful review. Unquestionably some legis-
lation should be passed correcting some
of the abuses that exist in the so-called
illegal wage-penalty cases. But I want
to point out that legislation of this type,

-as encompassed in this amendment,

ought to be very carefully considered by
way of committee hearings. An appro-
priate committee should give close at-
tention to it, and representatives of the
Government agencies involved, as well
as citizen groups, should have an oppor-
tunity to present both sides of the ques-
tion to the Senate. o

Mr. President, I want to point out that
wage stabilization legislation was passed
by the Congress in order to meet a very
critical war need. There are many thou-
sands of employers in this country who
kept faith with the Congress of the
United States, who abided by the lan-
guage of the legislation which was per-
fecily clear if one would read it. These
law-abiding employers were greatly
handicapped during the war by the
iliegal actions of some employers—and
they were not all small employers. Mr.
President, this amendment is going fo
benefit some big chiselers, some big em-
ployers in this country who did not keep
faith with their Government during the
war when it came to living up to the wage
policies of this Government.

Take, for example, in my own State,
the fine record of most of the great lum-
ber companies. Most of the lumber con-
cerns in my State were very scrupulous
in seeing to it that they abided by the
wage policies of this Government during
the war. Yet they were constantly hav-
ing their men stolen and chiseled away
from them by so-called gypo operators
who now, if this amendment is agreed
to, will profit from their violation of the
wage stabilization program during the
war. Such violators will, as a matter of
course, plead that they did not willfully
violate the law and it will be difficult to

‘convict them at this late date under the

criminal provisions of the law.

Mr. President, there are some things
at stake in connection with this amend-
ment which should cause the Senate to
go slow on such legislation as this, I
repeat, the whole problem should be con-
sidered by an appropriate committee of
the Senate. We should not adopt it by
way of a so-called rider on the tax bill.
I think that would be most unfair to a
large number of patriotic American em-
ployers who did not see fit to take ad-
vantage of the wage stabilization pro-
gram by paying illegal wages. Perhaps
penalties now imposed are too great but
we should not attempt here to determine
what changes, if any, should be made.
I can tell the Senate that the penalty
now objected to was in and of itself very
effective in causing many employers to
stay in line during the war. Let me also
say that not only were conscientious and

‘loyal employers damaged during the war
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by other employers who wished to steal
manpower and who resorted to illegal
wages, but a great many responsible
labor leaders were greatly handicapped
in maintaining discipline because some
of their rank and file would say to them,
“Another union is getting by with a wage
increase with such-and-such an em-
ployer. Why don’t you go out and get
one for us from the Weyerhaeuser Lum-=-
ber Co. or General Motors?”"—or some
other great employer who was trying to
live up to the war provisions of our wage
stabilization program. I know of many
instances in which labor leaders told
their men that they would not approve
of labor pressure for illegal wages.

I, too, protest abuses of enforcement.
I know that there is probably tco much
arbitrary action in regard to the proce-
dures which are being followed in apply-
ing the penalties. However, I belicve
that we would be false to our obligations
to law abiding American employers if
we were now, without more consideration
than this opportunity provides us, to
adopt the amendment proposed by the
Senator from Illinois. I believe that he
ought to present the amendment in the
form of a bill. It ought to be referred
to a committee for hearings; and then,
after careful deliberation, we should de-
cide, first, what procedures need to be
changed in applying the penalties, and
what, if enything, ought to be changed
in regard to the penalties themselves.

Mr. BARKLEY. Mr. President, I wish
merely to add a word to what has already
been said by the Senator from Oregon.
In order that we may understand what
this amendment proposes, it might be
well to read section 5 (a) of the Stabili-
zation Act of 1942:

No employer shall pay, and no employee
shall receive, wages or salaries in contra-
vention of the regulations promulgated by
the President under this act, The Fresident
shall also prescribe the extent to which any
wage or salary payment made in contra-
vention of such regulation shall be disre-
garded by the executive departments and
other governmental agencies in determining
the costs or expenses of any employer for
the purpose of any other law or regulation.

Of course, every industry and every
employer in the United States had notice
of that law, and no one could plead
ignorance of the law, because it did not
become effective until after it was en-
acted. Widespread discussion of the
penalty provisions of the Stabilization
Act was such as to apprise every em-
ployer in the United States as to what
his rights were. !

Following the terms of that law, the
President issued certain regulations.
One of the regulations, issued through
the Treasury Department, was that the
amount of excess wages paid in contra-
vention of the section which I have just
read should not be considered as costs in -
the production of articles, which costs
might be deducted in the matter of taxes.

Mr. CAFEHART, Mr. President, will
the Senator yield?

Mr. BARKLEY., 1 yield.

Mr. CAPEHART. The order was not
limited to excess wages. The order ap-
plied to the original wages paid, plus the
excess wages. That is what we are ob-
jecting to.
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Mr. BARKLEY. That was by way of
penalty for violation of the law. The
President had the right to issue such
regulations. The penalty provisions
were inserted in the act after long hear-
ings before the Committee on Banking
and Currency, which dealt with the
Price Stabilization Act. It seems rather
inappropriate here, at the conclusion of
an interim tax bill, without any consid-
eration even by the Committee on
Finance, which has never dealt with the
subject of prices, to ask the Senate to
agree to an amendment of this kind
without any consideration whatever by
any committee of the Senate.

Hearings are now in progress before
the Committee on Banking and Currency
on the QPA situation. 1 suppose the
subject will be gone into exhaustively.
Mr. Bowles appeared yesterday and tes-
tified. I believe he is coming back to-
morrow. Several Senators have advised
the committee that they expect to cross-
examine him at considerable length with
respect to the operations of the OPA.
I do not know that this particular sec-
tion will be involved.

Mr. TAFT. Mr. President, will the
Senator yield? -

Mr. BARKLEY. I yield.

Mr. TAFT. I suggest that while this
provision is in the Stabilization Act, I
doubt very much if such a measure could
originate in the Senate, because it seems
to me clearly to be revenue legislation.
If the House should choose to raise the
question I do not believe that such legis-
lation could originate in the Senate. So
I think we are forced to put it in some
tax bill. I do noft remember the exact
provision contained in the Stabilization
Act, but I know that the enforcement is
being done by the Treasury Department.
It is not being done by the OPA.

Mr. BARKIEY. I understand.

Mr. TAFT. The officers who are check-
ing up on everyone are Treasury officers.

Mr. BARKLEY. Tiisbeing done under
regulations which the President was au-
thorized, in the section which I have
read, to promulgate. He is acting
through the Treasury Department,

Mr. BROOKS. Mr. President, will the
Senator yield? : L

Mr. BARELEY., I shall be glad to
yield in a moment.

Undoubtedly it was contemplated by
the language of the act that the Presi-
dent hed the right to issue regulations
prescribing the extent to which any of
these payments could be made or ac-
cepted, or given any legal effect by any
of the departments of the Government.
This happens to be a regulation in which
the Treasury Department is involved.

I now yield to the Senator from Illinois,

Mr. BROOKS. Not only is the Treas-
ury involved but the War Labor Board
is using the Treasury as an additional
weapon to search the books of small
companies and keep the Investigating
Division of the War Labor Board alive.

Mr. BARKLEY., So far as deductions
from taxes are concerned, the War
Labor Board, as well as the President,
must operate through the Treasury. No
other agency of the Government could
determine whether a particular item of
cost should be deducted in the payment
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of taxes. It must be done tnrough the
Treasury.

Mr. BROOKS. There is no set rule
by which Government representatives
operate in making adjustments. More
than 15,000 cases are piled up in Chi-
cago, and they are coming in every day.
Investigators are swarming over the
community and threatening employers
on the basis that they will be denied
deductions for the entire wages which
they have paid for the whole time unless
they make some adjusiment. The Price
Stabilization Act was not passed to raise
revenue. It was for the purpose of
holding the line.

Mr. BARKLEY. Of course.

Mr. BROOKS. Now it is being used:

as a revenue-collecting device. The war
is over, and the line has been held.

Mr. BARKLEY. The Senator realizes
that if a company, in violation of the
law, paid any wages it chose to pay, and
then claimed a deuction in its taxes, the
question of enforcement would be bound
to be involved, and it could be handled
only through the Treasury Department,
It could not be handled by the OPA or
the War Labor Board. They have no
authority to determine what deductions
may be allowed.

Mr. BROOKS. There is a criminal
penalty for willful violation of the law.
I am speaking about acts which are not
willful.

Mr. BARKLEY. The Senator’s amend-
ment would £o all the way back to 1942
and permit deductions in cases involving
violation of the law in contravention of
regulations in regard to wages. As the
Senator from Oregon [Mr. Morse] has
said, one company would offer an in-
ducement to take employees away from
other companies by paying larger wages
than it was entitled to pay under the reg-
ulations issued by the President. Un-
der the terms of the Senator’s amend-
ment such penalties would be forgiven,
and deductions from taxes would be al-
lowed back to 1942.

Mr. CAPEHART. Mr. President, will
the Senator yield?

Mr. BARKLEY. I yield.

Mr. CAPEHART. Even if the pending
amendment were adopted, there would
still be two penalties for those who will-
fully violated the President’s directive.
There would be the penalty of disallow-
ing as deductions for tax purposes the
increased wages which were paid, plus
the criminal penalty in the act itself, of
£1,000 fine and 1 year in jail. I believe
we are correct in assuming fhat at the
moment the Treasury Department and
the War Labor Board are auditing the
books of literally hundreds—and per-
haps thousands—of small businessmen
as well as large businessmen. They can
continue to do so, and they should do
so; but my position—and I believe it
should be the position of every other
Senator—is that, now that the war is
over and the line has been held, Govern-
ment agencies should not be permitted
to say to an employer, whether he be a
large businessman or a small business-
man, “At some time or other during the
past 5 years when you were busy mak-
ing war materials, working under the
pressure of war and patriotism, with
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every employee working for you asking
for a wage increase and threatening to
leave you if he did not receive it, you paid
some of your employees—10 or 1.000—
wages in excess of those allowed under
the regulations, and we are going to dis-
allow the total amount of wages which
you paid those employees during the en-
tire period.”

I say that such a thing is vicious, and
that it should be stopped. I do not be-
lieve that it was ever the intention of a
single Senator or a single Member of the
House that the Treasury Department
should use the tool which the President
of the United States placed in its hands
in any such a manner. The authority
was placed in the Treasury Depariment
by the President, not by the Congress.
The President issued the directive.

Mr. BARKELEY. The President could
not have done it without authority of
Congress. The authority is specific, in
the section which I have read.

I wish merely to say this——

Mr. MORSE, Mr. President——

Mr. BARKLEY. I shall be glad to yield
to the Senator in a moment.

The whole policy of Congress with re-
gard to the Stabilization Act and the OPA
will shortly come up for consideration.
The law expires on the 30th of mnext
June, unless it is extended. The commit-
tee which had charge of this legislation
will hold hearings on it and go into the
subject thoroughly. What will happen,
1do not now predict. I donot know what
the Congress will be willing to do. How-
ever, it seems to me rather odd that the
Senate should be asked, on the basis of
an ex parte statement by one or two
Senators, to change a fundamental law
dealing with the stabilization situation.
It is true that the war is over. As soon
as the news of the armistice reached a
soldier who was in the Army in World
War I, he started home. Just then an-
other soldier said to him, “Where are you
going?”

He said, “I am going home.”

The other soldier said, “You have not
been discharged.”

The soldier who was leaving said, “I
enlisted for the war, and the war is over,
and I am going.”

The other soldier said, “You enlisted
for the duration of the war; and while
the war is over, the duration has just
started!”

Mr. President, now the war isover; the
fighting has stopped. But the guestion
of inflation and holding the line and pre-
venting spirals and skyrockeiing of
prices such as those which occurred after
the last war, has just begun. We can-
not afford to release the controls and the *
authority which have been established
in behalf of our entire economy. It
seems to me that action on this question
should await the careful consideration of
the committee having charge of the legis-
lation and of the various governmenial
agencies involved, including the Treasury
Department and the President. All of
them should be given an opportunity to
be heard, before we act upon the matter.

Mr. CAPEHART. Mr. President, will
the Senator yield?

Mr. BARKLEY, I yield.
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Mr. CAPEHART. I do not believe this
amendment has any relation whatever
to holding the line against inflation.
We are talking about something that has
already happened, not about something
that will happen in the future.

Mr. BARKLEY. Mr.President, solong
as there is any law which undertakes to
control prices, the agencies which are
given jurizdiction and authority to hold
the line, as we call it, or to hold down
prices will have the same authority as
that which they now have on the basis
of the laws on the statute books, and the
same au‘hority they had when the war
was in progress.

Mr. CAPEHART. But authority was
given to raise wages without any pen-
alty, provided such increases did not
raise the cost of manufactured goods.

Mr. BARELEY. I see no difference
between the effect and operation of the
law now and its effect and operation
prior to the termination of hostilities,
It is still the law.

Mr. MORSE., Mr. President, will the
Senator yield?

Mr. BARELEY. I yield, but I should
like to have a vote taken on the amend-
ment,

Mr. MORSE. I wish to say that I
shere the view of the Senator from Een-
tucky. I do not think we shculd adopt
legislation of this type by way of a rider
on a tax bill without having an oppor-
tunity for a fair hearing being afforded.
But I am impressed with how easy it is,
apparently, for us to forget some of the
dark days of 1942, 1943, and 1944, when
we were bending all our efforts to see to
it that cur economy was stabilized, so
that it would be useful in enabling us
successfully to prosecute the war.

When this type of penalty was being
considered by the Government, there
was brought to bear upon the matter the
advice and counsel of some of the great
industrialists of America. One will look
in vain to find & single dissent among the
authorized representatives of industry on
the War Lahor Board when it came to
the question of carrying out the penal-
ties of the act, because we had the expe-
rience of the last World War to guide us.
During the last World War we had a
war labor board, but that board, headed
by the great William Howard Taft, had
not been given the necessary authority
to enable it to see to it that its policies
and decrees were enforced. That board
had some unfortunate experiences with
persons who defied its decrees. For ex-
ample, the moment the armistice was
signed, the great steel industry refused
to carry out one of Mr., Taft’s decisions,

_and then he issued the very historic pro-
nouncement in which, in effect, he said,
“Would that I had judicial power to en-
force this decree.”

We do not wish to have a repetition of
that experience immediately after this
war. If that were to occur, people who
had violated the Government’s stabiliza-
tion policies then would come forward
and would say, “Well, the war is over now,
and we do not think we ought to be held
responsible for committing acts which
were not in the interest of the successful
prosecution of the war.”

These matters involve questions of
fazt, Mr, President; and we cannot de-
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termine questions of fact on the floor of
the Senate this afternoon.

I say that if we adopt this amendment,
we shall be giving a bonus to some vicious
war chiselers who did not live up to their
responsibilities when the very future of
this country was at stake—chiselers who
were more interested in profit dollars
than they were in maintaining a stabi-
lized economy during the war.

I will join any Member of the Senate
in seeing to it that abusive procedures,
if they exist on the part of the War Labor
Board, the Bureau of Internal Revenue,
or any other agency or department. of
Government, are corrected, so that
American citizens ‘may receive a fair
hearing, But I think it is most unfair to
thousands of people in this country who
have lived up to their obligations to the
United States under the Stabilization
Act, now to come along with an amend-
ment which would relieve from their
responsibility, in large measure, a great
many persons who ought to have the
penalty applied to then..

All I am pleading for is that we may
have a full and fair hearing on these
procedures, so that we may obtain the
facts, and not now underiake to say that
we will medify, by way of this amend-
ment, the penalties which the Govern-
ment felt it necessary to apply when

we were in a very serious situation, if we'

were to have any enforcement at all of
our stabilization program.

Mr., BAREKLEY., Mr.
thank the Senator.

I have nothing further to say, and I
should like to have a vote taken on the
amendment.

Mr. CAPEHART. Mr. President, I
should like to say that, after listening
to the Senator from Oregon, one would
think that the proposal was to eliminate
all penalties. Again I wish to call at-
tention to the fact that the penalty re-
garding the amount of wage paid above

President, 1

the wage which the employer was paying.

prior to the raise is still in force, as well
as a $1,000 fine and a penalty of 2 years
in jail. As I have said, to listen to the
able Senator from Oregon, one would
think the proposal was to eliminate all
penalties.

I do not subscribe to the view that
hundreds and thousands of small busi-
nesses in this country should be pe-
nalized by the Treasury Department in
order to reach a few who have willfully
disobeyed the law.

Mr. BARKLEY. Mr. President, will
the Senator yield for a question?

Mr. CAPEHART, 1 yield.

Mr. BAREKLEY. Does the Senator
have a copy of the regulation about
which he is complaining, under: which
he says thousands of cases are piled up
in the office; or does any Senator have
a copy of the regulation?

Mr. BROOKS. I do not have a copy of
it, but I have copies of the complaints
which have come to me in great number,
and I have a copy of the law,

Mr. BARKLEY., Yes; I, too, have a
copy of the law; but it seems to me that
someone who is complaining about a
regulation should have the regulation
here. I do not even know whether the
f:gdwation does what it is claimed that

oes.
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Mr. CAPEHART. Is there any ques-
tion in the Senator’s mind that the Pres-
ident did issue a regulation in respect to
this matter?

Mr. BARKLEY. He issued a regula-
tion, but I should like to see it. I should
like to see what it says.

Mr. CAPEHART. Is there any ques-
tion in the Senator’s mind that the regu-
laion did prescribe as a penalty that all
the wages paid by—

Mr, BARKLEY. Yes; there is a ques-
tion in my mind about it, and I should
like to see the regulation.

Mr. CAPEHART. Let me suggest
that the Senator ask Mr. Stam, who is
sitting at his left, and no doubt he will
correct the Senator and will tell him——

Mr. BARELEY. Ishallbe gladtocon-
sult with Mr. Stam about it, but the reg-
ulation itself would be the best evidence.

Mr. TAFT. Moy, President, let me say
that one difficulty is that it takes 3 days
to find a regulation; so many of them
have been issued by the War Labor Board
and by the President in relation to the
matter of wage fixing.

« T think I was as active as any other
Member of the Senate in connection with
the enactment of the Anti-Inflation Act,

- the Stabilization Act of October 2, 1942,

I sat through all the committee hearings,
and I sat through all the debate which
occurred in the Senate of the United
States. So far as I know, this particular
section was never called to the attention
of anyone. It was never debated in the
Senate. If it had been, I doubt very
much whether it would have been enacted
in a form which would justify the present
regulations.

This provision says:

No employer shall pay, and no employee
shall receive, wages or salaries in contraven-
tion of the regulations promulgated by the.
President under this act. The President shall
also prescribe the extent to which any wage
or salary payment made in contravention
of such regulations shall be disregarded by
the executive departments and other govern-.
mental agencies in determining the costs or
expenses of any employer for the purposes of
any other law or regulation.

I think a hasty reading of the act will

suggest to anyone that what they were
proposing to disallow as an income-tax
deduction was an excessive payment
made in violation of the law, not pay-
ments of $20 a week, when only $15 a
week should have been paid. I do not
think that was the intention of the act,
as I read it. I see how it is possible to
take advantage of its terms to issue a
regulation disallowing the entire wage
paid to someone, a small part of which
wage is excessive.
* 8o, I do not believe the Senate ever
considered this policy, and I do not be-
lieve the Government of the United
States deliberately, as has been referred
to, ever enacted this policy or intended
to enact this policy into law. It is one
of those provisions, at best, which is
intended to permit, by acting under one
law, an effort to enforce some provision
of another law.

That is a procedure of which I have
never approved. In effect, it is govern-
ment by blackmail; by threatening to
impose the penalty provided under one
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law, a man is forced to comply with an-
other law.

So far as I am concerned, if the
amendment offered by the Senator from
Illinois had been offered on the floor
when that act was under consideration,
prior to its passage, I certainly would
have voted for it. I had no idea that
the act justified such a regulation as the
one which has been promulgated.

If, as the Senator from Kentucky sug-
gests, no such regulation has been pro-
mulgated, then no harm can be done by
adopting this particular amendment. If
there is any vicious chiseler, certainly
the vicious chiseler can Le reached under
the criminal provisions of the law.

So, it seems to me it is a matter which
can be properly corrected. If it is not
corrected here, I do not see that it can
ever be corrected until another tax bill
comes to the Senate from the House of
Representatives. I believe it should be
corrected at this time.

Mr. BARKLEY. Mr. President, in that
conhection let me say that it could he
corrected when another stabilization act
is brought to the Senate or when an ex-
tension of the OPA law is enacted, if one
is. I am advised that there has been
a modification of the regulation. That
shows the difficulty in trying to legislate
here blindly, without having the regula-
tion before us so that we can see what
the President actually did or what he
authorized the Director of Economic Sta-~
bilization to do. As I understand, there
has been a modification of the original
order, but not knowing what the original
order was, I do not know what the modi-
fication was. That does not shed much
light on the subject.

Mr, BEROOKS, Mr. President, before
a vote is taken I wish it to be definitely
understood that I represented no chis-
elers when I offered the amendment. I
wish it to be definitely understood that
it has been stated today by representa-
tives of the Treasury Department that
the Department has the right to deny as
a tax deduction every dollar which was
paid to every employee for the full period
it was paid, It is therefore the right of
the Government, under this act, literally
to bankrupt company after company.
Such power is too vicious to place in the
hands of any man making an investiga-
tion. This power was granted during the
period of the war; now is the time to take
it back.

I ask for a vote upon my amendment.

Mr. CAPEHART. Mr. President, be-
fore a vote is taken, I wish to say that we
were informed by officials of the Treasury
Department only this afternoon that it
may modify the rule so that hereafter
it will charge as a penalty only the in-
crease and not the total wage paid. So
the Treasury Department itself has modi-
fied the rule. That is all the more rea-
son why the Senate should adopt this
amendment. The Treasury Department
may change its mind within a couple of
weeks or 30 days.

The PRESIDENT pro tempore. The
question is on agreeing to the amendment
proposed by the Senator from Illinois
[Mr. Brooks]. [Putting the gquestion.]
The Chair is in doubt.

Mr. MORSE. Mr. President, I sug-
gest the absence of a quorum.
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The PRESIDENT pro tempore. The
clerk will call the roll.

The Chief Clerk called the roll, and
the following Senators answered to their

names:

-

Andrews Gurney O'Mahoney
Austin Hart Overton
Balley Hawkes Radcliffe
Bankhead Hayden Reed
Barkley Hickenlooper Revercomb
Bilbo Hill Robertson
Brewster Hoey Russell
Brigzs Hufiman Saltonstall
Brooks Johnson, Colo. Shipstead
Buck Knowland Smith
Butler La Follette Stewart
Byrd Langer Taft
Capehart McCarran Taylor
Capper McEellar Taobey
Chavez McMahon Tunnell
Connally Magnuson Tydings
Cordon Maybank Vandenberg
Donnell Mead Wagner
Downey Millikin Wheeler
Eastland Mitchell ‘Wherry
Ellender Moore White
Ferguson Morse ‘Wilson
George Murdock Young
Gerry Murray

Green O'Dantel

The PRESIDENT pro tempore. Sev-
enty-three Ssnators having answered to
their names, a guorum is present.

Mr. MORSE. Mr. President, on the
question of agreeing to the amendment,
I ask for the yeas and nays.

The PRESIDENT pro tempore. Is the
demand for the yeas and nays sufficiently
seconded?

The yeas and nays were ordered.

Mr. GEORGE. Mr. President, I wish'

to make a brief statement on the matter
hefore the vote is taken.

I do not desire to argue the question,
because I do not know anything about it.
Until today I never heard of the com-
plaint to which reference has been made.

I will say to my friends that I do not
believe that the method which has been
proposed is a proper method of legislat-
ing. If the abuse to which reference has
been made exists, there is afforded to us
an opportunity to correct it, and I would
be one of the first to try to correct it. If
the Treasury Department is permitting
its field employees to terrorize taxpayers,
it is something which should be stopped,
and stopped immediately.

There is a bill pending before the
Banking and Currency Committee which
has jurisdiction over price-control legis-
lation. There is a tax bill at this very
hour in the Finance Committee, If is al-
ready here.

Mr. TAFT. Mr. President, will the
Senator yield?

Mr. GEORGE. I yield.

Mr. TAFT. I do not know of any bill
dealing with the Stabilization Act, or any
likelihood that there will be one before

“the 1st of next July.

Mr. GEORGE. I understand that the
committee is conducting investigations in
regard to the matter.

Mr. TAFT, 1Ido not understand there
is any bill dealing with the Stabilization
Act.

Mr. BARKLEY. There is no bill spe-
cifically pending before the Banking and
Currency Committee of the character to
which the Senator has referred. The
committee is holding hearings, but there
will have to be a bill presented long be-
fore next July. In fact, it will be before
the committee soon after the first of the
vear, and Congress will have to determine
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whether it will allow the Stabilization Act
to expire next June.

Mr. TAFT. The trouble in connection
with those matters is that such bills are
not taken up until just before the 30th of
June. We will at least be postponing the
matter for 8 months if we wait for any
further action.

Mr. GEORGE. Mr. President, I re-
gret being compelled to oppose the
amendment of the Senator from Illinois.
I would not do so under any circum-
stances if the facts had been developed
during the hearing, and there had been
opporiunity to know precisely what is be-
ing done. I do not condone at all any
terroristic methods which may have been
employed on the parf of the Treasury De-
partment, or any of its employees.

There is another reason. We are wast-
ing time, because the House would not
accept this amendment. This bill was
confined to certain rates. Already we
have gone beyond the House on some
matters which were remotely connected
with the House program. In conference
it would be a mere matter of taking the
amendment and throwing it out.

There is a bill pending before the
Finance Committee which at least deals
with taxes and deductions of taxes. The
bill will be considered very shortly. If
the facts alleged shall be developed, with
an opportunity on the part of officials of
the Government to have a hearing on the _
subject, I would be among the very first
to act, and I would not only remove this
penalty, but put many limitations upon
the penalties it may®be in their power
to enforce. Without regard to the merits
of the matter, I hope the Senate will not
adopt the amendment.

Mr. BARKLEY. Mr. President, will
the Senator yield? :

Mr. GEORGE. I yield.

Mr. BARELEY, I wish to concur fully
in what the Senator from Georgia has
said. Reading section 5 (a) I have very
great doubt whether the President or
the War Labor Board, or any other
agency could issue a regulation going be-
yond the refusal to allow a deduction for
the illegal excess in wages, But we have
not been able to hear from the Treasury.

Mr. BROOKS. Mr, President, will the
Senator yield?

Mr, BARKLEY. I do not have the
floor.

Mr. BROOKS. Would not the Sena-
tor take the word of his adviser on taxes
to the extent that the Treasury says
they have the right, but they have not
been enforcing it? Why can we not have
an understanding of what the law is?

Mr. BARKLEY. I was about to sug-
gest, in accordance with what the Sen-
ator from Georgia has said, that there
is before the Committee on Finance a
tax bill which has come over from the
House and which is going to receive
prompt and early consideration. I think
the committee and the Senate are en-
titled to have the Treasury or any other
agency come before it and make a show-
ing, or at least explain their actions, so
that we may proceed intelligently.

In view of my doubt about whether
they can go beyond the illegal excess, if
I find unequivocally that to be true, T
shall join in having the law modified so
as to make it impossible; but I do not like
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to be asked to vote on an ex parte pres-
entation of a matter in the circum-
stances described by the Senator from
Georgia, when we know what will hap-
pen to the amendment. There is no vir-
tue in merely agreeing to an amendment
in order that someone might get it in the
bill, and then have it go to conference
to be thrown out the window. I should
like to have the Treasury or the War
Labor Board or any other agency that
is doing what is charged come before the
committee and explain why it is doing
it, and why it assumes to think it has
authorit, to do it.

Mr. BROOKS. If the distinguished
majority leader finds that the Treasury
or the War Labor Board have done this,
will he join in limiting their power to
do it? .

Mr. BAREKLEY. Yes, that is my
present feeling. I want to be sure they
are doing it—not that I doubt the sin-
cerity of any Senator, but, as I said, the
best proof is to have the witnesses who
know the facts testify.

Mr. BROOES. Mr. President, I think
that since the call has been made for a
quorum I should explain to Senators
what the amendment means.

Mr. BARKELEY. Of course, the Sen-
ator knows that would lead to a counter
explanation.

Mr. BROOEKS. I think this matter is
-sufficlently important to justify the Sen-
ate’s acting, so that if the amendment
shall be adopted, even if it is not agreed
to in conference, the War Labor Board
and the Treasury will know how the Sen-
ate feels, that we did not intend to give
them the right, merely because some em-
ployer raised the wages of his employees
unwillfully, to refuse to deduct for tax
purposes any part of the wages the em-
ployer paid.

Mr. BARKLEY. I should like to have
a description of the state of mind of any
employer who raised the wages of his
employees unwillingly or unwillfully.

Mr. BRCOKS. Unwillfully.

Mr. BAREKLEY. Every employer
knows when he raises his employees’
wages. Every employer is advised as
to what the law is, and while there may
have been some here and there who
raised wages without knowing exactly
what they were doing, I think on the
whole most of them knew, when they
raised them tbove the provisions of the
law, they did it in violation of the law.

Mr. EROOES. If they did it willfully,
in viclation of the law, they can be put
in jail for 1 year and can be fined a
thousand dollars, but we should not have
them continually being threatened with
bankruptcy merely because they violated
the law, if it is not proven that they
did, it willfully,. That is what this
amendment is aimed at.

Mr. GURNEY. Mr. President, in an-
swer to the Senator from Kentucky, let
me say that some very small concerns
in my State fizured that under the Little
Steel formula they were allowed to raise
wages as much as 15 percent, and they
did so in some cases, and have been crit-
jcized since by the War Labor Board.
8o there was a valid excuse for some
man feeling in all sincerity he was with-
in the law when he believed he was
acting within the law. Some went along
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3 or 4 years, and now the War Labor
Board agents come along and say, “You
did thus and so, and you are subject to
this much fine.”

Mr. CORDON. Mr. President, much
has been said in the discussion about
willful violations of the law and unwillful
violations, and as to the penalty which
may be imposed in the former cases, and
what perhaps should be imposed in the
latter.

There may he some question as to just
what the amendment cffered by the Sen-
ator from Illinois accomplishes. Am I
correct in understanding the Senator
from Illinois to say that his amendment
provides that in any case where an em-
ployer pays wages in excess of the amount
set by the Presidential directive under
the terms of section 5 (a) of the act men-
tioned, the excess may be disregarded as
an expense item in the tax return for
that year?

Mr. BROOKS. That is correct.

Mr. CORDON. And that is true
whether it be intentional or uninten-
tional?

Mr. BROOKS. Certainly, intentional
or unintentional.

Mr. CORDON. So that if the amend-
ment cffered be agreed to, as of October
2, 1942, to date, every employer who paid
wages in excess of the amount he was
lawfully entitled to pay under the Presi-
dential order may be required to elimi-
nate from his tax deductions all such
excess over the legal rate he might have
paid, so that that would be a total loss
to him in each instzance?

Mr. BROOKS., That is correct.

Mr. CORDON. The only thing the
amendment does then, as I understand,
is to say to the employer that as to the
amount which he might have legally paid
he may deduct that in any instance, hut
he may not deduct the excess?

Mr, BROOKS. That is exactly cor-
rect. -

Mr. CORDON. Let me make one more
ohzervation, and I shall be through. I
call attention, then, to the law itself, and
I particularly address the Senator from
Illinois. Section 5 (a), to which the
amendment is offered as an amendment,
provides:

No employer shall pay and no employee
shall receive wages or salaries in contraven-
tion of the regulations promulgated by the
President under this Act.

I call particular attention to this lan-
guage:

The President shall also prescribe the ex-
tent to which any wage or salary payment
made in contravention of such regulations
shall be disregarded by the executive depart-
ments and other departmental agencies.

That language would seem to me
clearly to authorize the President to
make any provision he desired as to the
amount of money paid in excess of the
legal amount, but a casual reading cer-
tainly would not give the impression, and
I doubt if a careful reading would cause
anyone to reach the conclusion, that that
language was intended to provide in any
case where an employer made a payment
of a dollar over the amount he was en-
titled to pay, that by virtue of that excess
payment of a dollar every other dollar
which might otherwise be paid should be-
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come tainted and subject to that formula.
I cannot believe the law was intended to
mean that; and I am for the Senator's
amendment,

Mr. CAPEHART. Mr. President, I
now have the executive order or directive
which the able Senator from Kentucky
asked for a few moments ago. I shall be
very happy to read it, though I do not
think it is necessary to do so.

Mr. WHERRY. Let the Senator read
it.
Mr. CAPEHART. It reads:

WAGE AND SALARY PAYMENTS IN CONTRAVENTION
OF THE WAGE AND SALARY LIMITATIONS

Section 29.28 (a)—16 of Regulations 111
(26 C. F. R., Cum., Supp., pt. 29) is amended
to read as follows:

Section 29.23 (a)—16. Wage and salary pay-
ments in contravention of wage and salary
limitations not deductible: In any case In
which it is certified to the Commissioner, by
an administering agency authorized to act
in asccordance with section 4001.15 of the
regulations of the Economic Stabilization Di-
rector (82 C, F. R., Cum. Supp., pt. 4001) as
amended, that a wage or salary payment for
which a deduction would otherwise be al-
lowable has been made in contravention of
the act of Cctober 2, 1942—

That is the act we are now asking be
amended—

entitled “An act to amend the Emergancy
Price Control Act of 1942, to ald in preventing
inflation, and for other purposes” (66 Stat.
765-768; 50 U. 8. C., App., Supp., secs. 961-
971) as amended, or of the regulations, cr-
ders or rulings promulgated thereunder, the
entire amount of such payment shall be
disallowed as a deduction and not merely an
amount representing the increase or decrease
made in such wage or salary in contravention
of such act or regulations, crders, or rulings
promulgated thereunder, except that if the
administering agency in the light of extenu-
ating circumstances determines and certifies
to the Commissioner that a lesser amount of
such payment be disallowed &s a deduction,
ther only such lesser amount shall be dis-
allowed as a deduction. Buch a payment
will not be allowed for this purpose notwith-
standing that the same payment is also dis-
allowed (a) for the purpose of determining
costs or expenses of an employer for the pur-
pose of some other law or regulation, eithér
heretofore or hereafter promulgated, includ-
ing the Emergency Price Control Act of 1942,
or any maximum price regulation thereof;
or (b) for the purpose of determining costs
or expenses under any contract made by or
on behalf of the United States.

That is the Executive order issued by
the President and published in the Fed-
eral Register under date of March 21,
1945,

I likewise have before me the Federal
Register of Thursday, October 29, 1942,
in which is likewise published a similar
directive or Executive order.

I again desire to call the attention of
the Senate to the fact that today the
Treasury Department made the state-
ment that they realize they have the
power, under the direetive which I have
just read, to do the things we have been
talking about. But recently they hiave
modified their ruling, and they say that
hereafter they arc only going to assess
a fine or disallow that portion of the
wages above the amount the employer
was formerly paying before he gave the
raise. In other words, the Treasury De-
partment recognizes the viciousness of
this Executive order, yet we know that
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Government officials are today traveling
all over the United States checking up
on hundreds of small businesses and
large businesses and trying to find out
whether at some time or other during
the last 4 years they overpaid some em-
ployee, and then they are threatening to
disailow the total amount the employer
peid to that employee as a tax deductible.

Mr. President, that is a vicious thing,
end I urge that the amendment be
adopted, in view of the fact that the
Treasury Department itself admits that
it must be wrong.

Mr. SHIPSTEAD. Mr. President, will
the Senator yield?

Mr. CAPEHART. I yield.

Mr. SHIPSTEAD. I should like the
Senator to tell us under what provision
of law the directive was issued.

Mr, CAPEHART. Under the Stabili-
zation Act of 1942,

Mr. MORSE. Mr. President, I shall
make only a brief additional comment or
two, but I do want the Recorp to show
that I think this debate itself is ample
proof of the undesirability of passing
legislation in this manner. There are a
great many facets to this question. Most
of us who want the subject discussed at
greater length are somewhat hesitant to
take the time of the Senate now because
of the importance of getting the tax bill
itself passed. However, we think we
should go into the detail of this question
if we really are to inform the Senate fully
as to the problems raised by this amend-
ment. Nevertheless I shall not take the
time now, but I think there are a couple
of signal points which should be men-
tioned in the closing moments of this
debate.

The comment has been made that if
the amendment is adopted then the tax
penalty will be imposed as of the amount
of wages paid in excess of the legalized
amount. But those who make that argu-
ment have overlooked the operative facts
that were before the Government at the
time the wage-stabilization program was
adopted. Let me stress this point, that in
those days, with the shortage of man-
power that faced American industry, it
was possible to get hundreds and thou-
sands of men to leave one industry and
go to another for a wage increase as little
as from 2 to 3 cents an hour. In fact for
many months the wage increases au-
thorized by the War Labor Board under
the various criteria that the Board was
permitted to apply, as the Senator from
New Jersey [Mr. HAWKES] knows, aver-
aged around two and a half cents an
hour. That is all we allowed on the
average for a long period of months.

I want to point out, Mr. President,
that if the amendment is adopted we will
find a great many instances in which
it was highly profitable for an employer
to pay an illegal wage increase of 2% or
3 cents or 4 cents or even 5 cents an
hour and get the advantage of the profits
that accrued to him from his being able
to pirate labor away from competitors
at that rate and only run the financial
risk of having the illegal wage increase
disallowed for tax calculating purposes.

So from the President Executive
order after Executive order came down
authorizing hold the line procedures and
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penalties. - The Congress certainly if-

self approved of drastic penalties at the

time. At least it took no steps to modify
the law or check the Executive orders
providing for drastic penalties.

What I want to point out is that I do
not think we should now say to those
employers who paid these illegal wages,
“We are going to make your unlawiul
conduct profitable for you because the
illegal wage that you paid”"——

Mr. CAPEHART. Mr. President, will
the Senator yield?

Mr, MORSE. I yield.

Mr. CAPEHART. I again wish to call
the attention of the Senate to the fact
that the able Senator from Oregon would
like to leave the impression that under
the amendment we have offered there is
no penalty. There are still two penalties.
No. 1 represents the excess that the em-
pleyer paid, and No. 2 is the penalty un-
der the Criminal Code, which provides
for fine of $1,000 and imprisonment in
jail for 2 years.

Mr. MORSE. Mr. President, I am

il aware of those penalties, and I was
about to address myself to them, in
fact, I was just closing my discussion of
the first penalty and pointing out, and
I want to make my view clear to the
Senator from Indiana, that the applica-
tion of that penalty as it relates to the
wages in excess of the legal limit would
in many, many cases not be a penalty at
all. Such would be the result, because
by being able to pirate workers and get
workers away from law-abiding employ-
ers for a small wage increase the em-
ployer could well afford to have those
wages disallowed from his tax calcula-
tions and still make a great profit on his
illegal act.

Let us now go into the criminal statute.
I am sure I do not have to explain to
the lawyers in the Senate that it is, of
course, one thing under a civil action to
be able to show that someone viclated the
law and to apply a malum prohibitum
penalty but it is quite a different thing
to prove a “mens re” and show a criminal
intent or a willful intention to act erim-
inally, We know that the application of
criminal statutes in this field of human
endeavor results in very few convictions.
I think the Government was well aware
of that when it used this rather drastic
civil remedy. And so to say “Well, there
is a criminal statute which you can ap-
ply,” I think in effect begs the ques-
tion insofar as the enforcement of any
penalty is concerned, because by and
large it is not going to result in very
many criminal prosecutions or convic-
tions.

It seems to me that we must keep this
procedural problem in mind. The Sen-
ator from Illinois and the Senator from
Indiana may be surprised to know it, but
I find myself in agreement with them-on
one phase of the problem. The enforce-
ment procedure used by the Bureau of
Internal Revenue and the War Labor
Board in connection with this law raises
the same problem which I have men-
tioned in connection with a great many
other agencies, such as the OPA. I have
said on this floor on several cccasions
that I think it is of great importance
that we as a Congress review the en-
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forcement procedure of such agencies to
see to it that capricious and arbitrary
action is not perpetrated upon the peo-
ple of this country. I will join with the
Senator from Illinois and the Senator _
from Indiana in a review of the practices
being applied in the enforcement even of
this penalty, but I point out to those
Senators that, of course, they are not
going to prevent by their amendment the
survey of the books of American busi-
ness. If the Bureau of Internal Reve-
nue carries out its legal obligation, it will
continue to go into every cffice and plant
in this country and make the determina-
tion as to whether or not the employer
paid wages which were illegal, if cause is
shown as to why the books ought to be
investigated. So that harassing expe-
rience so far as American employers are
concerned will continue under the
amendment of the Senator from Illi-
nois just as it will continue if the amend-
ment is net adopted.

What I am interested in is seeing to it
that the practices which are being
adopted by some of these agencies—the
term “blackmail” has been -used—in
forcing compromises upon American
employers and businessmen without a
fair judicial hearing is stopped.

In times past I have raised objection
to certain practices of the OPA, and I
have suggested on the floor of the Sen-
ate, and now repeat, that I think we
ought to demand a procedure under
which, after the Government represent-
atives make their findings of fact from
the books, they will not seek to coerce
the employer or the businessman to ac-
cept a compromise which they propose,
Rather they will be required to go belore
a Jjudicial officer in that communitly,
make their findings of fact known to him,
and have him pass judgment on the fair-
ness and reasonableness of the compro-
mise proposal. That is an entirely dif-
ferent question, Mr. President, and yet
it seems to me that it is involved in the
amendment offered by the Senator from
Illinois and is the basis to the objections
of those who have received complaints in
regard to the enforcement of the penalty
we are discussing.

I close with this statement: I believe
that the ramifications and implications
of the amendment are such that, in fair-
ness to many businessmen who kept full
faith with our wage and economic stabili-
zation program, we should not attempt to
legislate in this way.

I repeat—and I believe that those who
know me know that my word is good—
that I will join with the Senator from
Illinois and the Senator from Indiana in
an investigation of the practices and
procedures which are being applied in
carrying out the penalties now invoked.
But I am not going to vote here, on the
basis of anything that has been said this
afternoon, that every employer in the
United States who took advantage of the
wage stabilization program of the Gov-
ernment and paid illegal wages in order
to pirate workers away from others
should be penalized only to the extent
that the wages which he paid in excess
of the wages allowed by the Stabiliza-
tion Act shall be disallowed for tax cal-
culation purposes. If employers had
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known that that was to be the penalty,
many more employers would have been
found paying illegal wages, because they
could have pirated men away from other
employers at a wage increase so small as
to have made it highly profitable to them
to pay a wage increase of 2, 3, 4, or 5
cents, and have it ignored in their tax
collections.

The PRESIDENT pro tempore.  The
question is on agreeing to the amend-
ment offered by the Senator from Illinois
[Mr. Brooks]. On this question the yeas
and nays have been ordered, and the
clerk will call the roll.

The legislative clerk called the roll.

Mr. BUTLER (after having voted in

the affirmative). I have a general pair
with the Senator from Alabama [Mr.
BankHeEAD] who is necessarily absent.
Not being advised as to how he would
vote, I transfer that pair to the Senator
from Idaho [Mr. THOMAS], and allow my
vote to stand.
. Mr. HILL. I announce that the Sena-
tor from Virginia [Mr. Grass] and the
Senator from New Mexico [Mr. Harcr]
are absent from the Senate because of
illness.

The Senator from Arkansas [Mr, FoL-
BRIGHT | and the Senator from Massachu-
setts [Mr. WarLsn] are absent because of
deaths in their families.

The Senator from Arizona [Mr. Mc-
Farranp] is absent because of illness in
his family.

The Senator from Oklahoma [Mr.
THomAs] is absent attending the Food
and Agriculture Conference in Quebec.

The Senator from Utah [Mr. TaHoMas]
has been appointed a delegate to the In-
ternational Labor Conference in Paris,
and is, therefore, necessarily absent.

I further announce that the Senator
from Alabama [Mr. BankrEADI, the
Senator from Mississippi [Mr. Biusol,
the Senator from Nevada [Mr. CARVILLE],
the Senator from New Mexico [Mr.
Cuavezl, the Senator from California
[Mr. DowneY], the Senator from Penn-
sylvania [Mr. GurreY ], the Senator from
Arizona [Mr. Haypen], the Senator from
South Carolina [Mr. JoansToN] the Sen-
ator from West Virginia [Mr. KILcorel,
the Senator from Illinois [Mr, Lucas],
the Senator from Arkansas [Mr. Mc-
CLELLAN], the Senator from Pennsylvania
[Mr. Myers], the Senator from Texas
[Mr. O'DanieL], the Senator from Florida
[Mr. PEpPER], the Senator from Georgia
[Mr. RusseLL], the Senator from Tennes-
see [Mr. STEWART], and the Senator from
Montana [Mr. WHEELER] are absent on
official business.

The Senator from Kentucky [Mr.
CHANDLER] is necessarily absent.

I also announce the following general
pairs: The Senator from Utah [Mr.
TroMas] with the Senator from New
Hampshire [Mr. Bripges]; and the Sen-
ator from Oklahoma [Mr. THoMas] with
the Senator from Indiana [Mr. WiLris].

Mr. WHERRY. The Senator from
Vermont [Mr. Amen] i3 necessarily
absent. If present he would vote “nay.”

The Senator from New Hampshire
[Mr. Bringes] has a general pair with
the Senator from Utah [Mr., THOMAS].

The Senator from Indiana [Mr.
WiLLis] has a general pair with the Sen-
ator from Oklahoma [Mr. THoMAS].
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The Senator from South Dakota [Mr,
Busurielp] and the Senator from Idaho
[Mr. THoMAS] are absent because of ill-
ness.

The Senator from Wisconsin [Mr,
Wirey] is absent on official business.

The Senator from Minnesota’' [Mr,
Barn] and the Senator from Maine [Mr,
BrewsTER] are necessarily absent.

The Senator from Indiana [Mr.
Wirris], who is one of the members of
the Senate delegation to the United
Nations Food and Agricultural Confer-
ence at Quebec, has been excused to at-
tend its sessions.

The result was announced—yeas 30,
nays 32, as follows:

YEAS—30
Austin Ellender Revercomb
Bailey Ferguson Robertson
Brooks Gerry Saltonstall
Buck Gurney Smith
Butler Hart Taft
Byrd Hawkes Vandenberg
Capehart Hickenlooper Wherry
Capper Millikin White
Cordon Overton Wilson
Eastland Reed Young
NAYS—32
Andrews Enowland Murdock
Barkley La Follette Murray
Briggs Langer O'Mahoney
Connally McCarran Radcliffe
Donnell McEellar Shipstead
George McMahon Taylor
Green Magnuson Tobey
Hil Maybank Tunnell
Hoey Mead Tydings
Huffman Mitchell Wagner

Johnson, Colp. Morse
NOT VOTING—34

Aiken Glass Pepper

Ball Guiley Russell
Bankhead Hatch Stewart
Bilbo Hayden Thomas, Idaho
Brewster Johnston, 8. C. Thomas, Okla.
Bridges Kilgore Thomas, Utah
Bushfield Lucas Walsh
Carville McClellan Wheeler
Chandler McFarland Wiley
Chavez Moore Willis
Downey Myers
Fulbright O'Danijel

So Mr. Brooks’ amendment was re-
jected.

The PRESIDENT pro tempore. The
bill is open to further amendment. If
there be no further amendment——

Mr. TAFT. Mr. President, I offer the
amendment which I send to the desk and
ask to have stated.

The PRESIDENT pro tempore.
amendment will be stated.

The CHIEF CLERK. On page 56, at the
end of line 8, it is proposed to insert the
following:

Sec. 304. Paragraphs (a) (1), (a) (3), (a)
(4), and (a) (6) of section 3406 of the In-
ternal Revenue Code as enacted in the Reve-
nue Act of 1941 are hereby repealed, effec-
tive July 1, 1848,

Mr. GEORGE. Mr, President, let me
say that I am familiar with this amend-
ment. While on its face it seems illog-
ical, nevertheless, in view of the fact that
the excise taxes may be opened up by the
House conferees, it is felt desirable by the
majority of the Finance Committee that
we have the privilege of going into cer-
tain other excise taxXes and examining
them. This amendment is intended for
that purpose, and it deals with certain
excise taxes which certainly should be
examined if there is to be any reduction
of rates in any case.

The
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Mr. TAFT. Mr. President, let me say
if the House of Representatives agrees to
our amendments and eliminates any re-
duction of excise taxes, I would agree
that this amendment also be eliminated.
But, as the Senator from Georgia has
said, I think it should be open in confer-
ence.

The PRESIDENT pro tempore. The
quesiion is on agreeing to the amend-
ment of the Senator from Qhio.

Mr. WHERRY. Mr. President, 1
should like to ask the distinguished
chairman of the Finance Committee a
question relative to section 722 and the
way it is being administered, especially
1n the States in my section of the coun-

ry.

Mr. GEORGE. Mr. President, will the
Senator permit us to vote on the Taft
$mendment? It does not affect section

2. 1

Mr. WHERRY. Very well. I shall
withhold my remarks until a vote is taken
on the Taft amendment.

The PRESIDENT pro tempore. The
question is on agreeing to the amendment
offered by the Senator from Ohio [Mr.
Tarr].

The amendment was agreed to.

Mr. WHERRY. Mr. President, when
Congress passed the excess-profits tax
law, it was recognized that the two
methods adopted for measuring exXcess
profits—the invested-capital method and
the earnings method—would be very in-
equitable to many corporate taxpayers.
At the time when the law was under con-
sideration, the people who lived in Ne-
braska and in the other neighboring
drought States were very much disturbed
over the fact that the base years under
the earnings method for measuring nor-
mal profits were those of the 4-year
period 1936-39. It was contended by
those who paid their taxes that that was
not a fair period of years over which to
measure the profits which would acerue
to corporations and on which to base the
taxes to be paid under the excess-profits
tax law.

I wish to point out to the distinguished
chairman of the committee that I think
more than 30,000 cases have been filed
to obtain relief under section 722. There
has been considerable confusion in the
Treasury Department regarding whether
relief will be granted to those who seek
it under that section. -

Mr. President, I have prepared a com-
plete statement on the matter. I do not
wish to take the time of the Senate to
go into the subject in detail at this time,
and therefore I ask unanimous consent
to have printed at this point in the Rec-
ORD, as a part of my remarks, the state-
ment which I hold in my hand, together
with two exhibits which show the situa-
tion in which we in Nebraska find our-
selves.

There being no objection, the state-
ment and exhibits were ordered to be
printed in the REcorb, as follows:
EXCESS-PROFITS-TAX RELIEF—EECTION 722 OF

INTERNAL REVENUE CODE .

When Congress passed the excess-profits-
tax law, it was recognized that the two
methods adopted ior measuring excess prof-
its—the Invested capital method and the
earnings method—would be very inequitable
to many corporate taxpayers. At the time
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when the law was up for consideration, we
folks who lived in Nebraska and in the other
neighboring drought States were very much
disturbed over the fact that the base years
under the earnings method for measuring
normal profits were those of the 4-year period
1)86-39. Probably no: many years in all
our history come the farthest from meas-
uring normal profits in our area than these
4 years. We, in our part of the country,
knew that the drought had made it impos-
gible for most corporations to make any
money at all during these years. It is be-
lieved that the large proportions of corpora-
tions were actually losing money at this time
and the average earnings for Nebraska corpo-
rations for 1936-39 is a loss rather than a
profit; therefore, under the earnings method,

any profit that it made is defined under the

excess-profivs-tax law “as excess profits.”
When corporations in Nebraska are forced
to use the invested capital method, they are
very badly treated because the average small
corporation in Nebraska does not make profit
from the capital invested in its business but
from the personal ability and efforts of the
stockholders and managers. Eight percent
of the invested capital of the Nebraska cor-
poration is almost a negligible amount; also
for large numbers of corporations in our
area, Under the excess-profits-tax law we
are bound to uce one or two of these methods
in measuring normal profits and are assessed
the excess-profits-tax rates on all profits
earned above these amounts after subtract-
ing the specific exemption. As stated above,
those interested in sound taxation, were
much opposed to the use of the years 1936-
39 as the base years, but when we fcund that

the excess-profits-tax law included section

722, we felt that this provision of the law
would resuit in equitable treatment for the
average corporate taxpayer in our area. We
were sure that the drought was an event con-
templated under section 722 which would
permit the average corporate taxpayer in
Nebraska to reconstruct his base-year earn=
ings under the law and thus justice would
be done in the last analysis.

The excess-profits-tax law left the admin-
istration of section 722 to the Treasury Da-
partment. A special bulletin has been is-
sued by the Treasury Department instruct-
ing revenue agents quite generally to deny
all claims for relief due to the drought for
all nonfarming taxpayers. This bulletin ad-
mits that we had a severe drought but will
not admit that the average corporation suf-
fered any because of the drought. The Bu-
reau will grant relief to all farmers who pald
an excess-profits tax but I have yet to find a
farmer who is incorporated who could have
paid an excess-profits tax. Therefore, any
relief due to the drought has besn for the
most part eliminated by the instructions to
internal-revenue agents who are adminis-
tering the law,

The Treasury Department has a definite
thumbs-doewn attitude toward section 722.
At the present time there is a campalgn on in
Nebraska to collect from corporate taxpayers
excess profits that have been held back un=-
der section 722 and taxpayers are instructed

by revenue agents that their cases will have

to be taken to The Tax Court if they care to
insist upon any relief from these high excess-
profits taxss.

I am quite sure that if a study were made,
it would ke found that corporations iu Ne-
braska and the other drouth States have
been paying out a much larger proportion
of their income in taxes than corporations
doing busiress in other parts of the coun-
iry. The reason for this is that in the other
parts of the country, earnings during the
Lase years 1936 to 1939 were fair, normal, or
ahove normal, so that corporations doing
business in all areas other than the drouth
States have favorable base-year earnings and
their excess-profits tax payments are greatly
reduced thereby.
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It is my judgment that section 722 of the
Internal Revenue Ccde provides all the re-
lief that weé should expect, provided this law
can be administered by someone with a
sympathetic point of view. If the average
taxpayer could sit across the table from a
fair-minded adminlstrator it is probable that
relief would be granted to taxpayers if they
are rightly entitled to it under szctlon 722.

If we are going to have to look to The
Tax Court for relief provided for under sec-
tion 722, then most of the corporations who
now need the relief will be dead and buried
bafore the rellef so sorely needed reaches
them. In all other tax matters, taxpayers
have a richt to appeal from the decisions of
The Tax Court to the Supreme Court, if that
is desired. The Tax Court is the exclusive
bedy for hearing szetion 722 cases and their
decisions are final. It is my opinion that
there should be the same privilege of appeal
from the decisions of The Tax Court in sec-
tion 722 cases that exists in all other tax
cases,

In all other tax matters the taxpayer has

the privilege of paying the tax due and suing
for a refund in a local district court. As I
understand, there have been more than
80,000 claims for refund filed under section
722, and under the present buck-passing
Procedure of the Treasury Department most
of these cases will have to be tried in The
Tax Court. Why not open up the district
courts for consideration of these cases? I
am fure that a local judge will be much
more familiar with the conditions in his own
territory than is possible for members of The
Tax Court to understand. And there might
e better administration if section 722 cases
were tried in the local district courts. At
least taxpayers ought to have the privilege
to try their cases there if they care to. And
it would make it possible to speed up the
decision of sectlon 722 cases and clear the
dockets of The Tax Court, which will be full
for many years to come if the present préac-
tice of the Bureau of sending everything to
The Tax Court is continued.

Several years ago the desirable practice of
decentralizing income-tax investigations was
instituted by the Internal Revenus Bureau.
The local internal-revenue agents are best
equipped to examine tax returns and espe-
cially section 722 claims. At the outset the
lccal agents settled many section 722 cases,
but when the settlements reached the cen-
tral office in Washington, practically all cases
were returned to the field agents with in-
structions to disallow the claims which they
had previously allowed. This very bad ad-
ministrative practice has worked against the
interests of the taxpayers. The result has

The fellowing table is copied from The
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been that. the local field agents have no de-
sire to do anything but reject all section 722
claims. They cannot be criticized from
Washington when they disallow a claim as
they have been for allowing claims,

It is balieved that the settlement of sec-
tilon 722 cases can best be reached in the
fleld. When authority from Washington is
adverse to this practice, it makes it almost
impossible to administer the section 722 law
with speed and equity, There must be sym-
pathetic administration of secction 722 if
the purposes for which it was intended are
to be realized.

DROUGHT FIGURES IN NEERASKA

Nineteen hundred and twenty-six Is parity
for agriculture. In this study the 3-year
averages 1925-27 are considered parity, or 100
percent, or normal.

Rainfall in Nebraska
| Accepted normal=22.12 inehesl

Cumalativa
. deficienc
Year Inches in rainfall
(total from
1831)
19.27 2.85
£0.54 4.43
20.23 6.32
14, 31 15.13
22. 64 14.61
14. 42 22,31
17. 66 260,77
22.23 26. 65
16.28 32.50
17.36 37.26
24.45 34.93
25,17 31.88

NoTe.—The incresse in rainfall in 1941 and 1042

brought back farm prosperily in 1943 and 1044, This
sperity 18 corsidered  “excess-profits  prosperity”
canse it is more than we had in 1936-39.

Farm and income statistics, average for

1936-39
Nebraska United States
Percent Percent
Amount| of nor- | Amount| of nor-
mal
Thous. of| Thous. of|
.| bushels bushels
Corn-production...| = 74,855 33. 62, 330, 676 86. 2
Wheat production.| 46, 653 G5 8| 796,3850 © 100,08
Number of hogs_... 1, 705 7.8 45,149 £2.9
Number of cattle. . 3, 030 7.5 €6, 100.3
Cash farm income ... ______ L 51 e £0.6
Corporation re-

ceipts. % T Bl coamauas 63.2

Drought on the Great Plains in the 1930’s,

published by Business and Industrial Research Division, Special Economic Study No. 1,

Bureau of Internal Revenue.

TasLE 20.—Indez of farm income for the United States and 8 drought States, 1927-42
[1927-50 average=100]

s 8
United | Colo- - Ne- New | North | Okla- | Sonth

Year States | rado |A0585 | procka | Mexico | Dakota | homa | Dakota| 1S dg"uf‘gw];t

(1) (2) @) 4) (5) (6) @) (8) [§)] (10)
77 ey AR 102 102 a7 | 4 48 114 108 o4 107 102
: 105 101 108 {107 111 111 110 110 115 1
107 106 111 |108 110 103 113 107 104 107
87 91 84 | 91 81 73 08 8 74 80
€3 57 | 62 £5 41 49 62 53 55
47 41 39 42 31 40 24 44 a9
53 43 41 | 44 44 43 51 26 55 47
65 52 5 | 55 (] 48 55 39 65 b
74 61 61 | 55 64 47 67 44 06 60
73 66 | 67 s 78 5 60 &6 (it} 65
87 80 69 | G0l PR 90 62 73 49 86 72

78 05 53 | 49f o 83 50 i B 72

81 71 50 | 55 89 64 70 Fird 77 67
85 73 60 | 60 a0 72 75 63 ki) 70
108 88 88 | A8 109 108 M 82 101 a1
147 129 125 1108 161 151 133 119 137 129

NOoTE.—A better study would be to compare the 8 drought States with all other nondrought States, bearing in m‘nd
the drought States have such an important influence upon the total United States farm economy.
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Mr. WHERRY. Mr. President, I wish
to ask the distinguished senior Senator
from Georgia whether there is any
thought on the part of the Finance Com-
mitiee of holding hearings or whether
there is any other relief which we can
expect in a more sympathetic adminis-
tration of the law, as defined in section
722,

Mr. GEORCGE. Mr. President, I should
like to say to the Senator that it has been
my purpose, and it now is my purpose,

to ask the Joint Committee on Internal -

Revenue Taxation of the two Houses of
Congress to examine section 722 and sub-
sections thereunder and to find out why
it has not been administered. I can as-
sure the Senator that I am keenly inter-
ested in this very subjeet. Of course,
section 722 illustrates the impossibility
of devising a fair and equitable excess-
profits tax, and therefore I have thought
from the beginning, and I now think,
that the real value of the bill now before
the Senate is to eliminate the exXcess-
profits tax, because it definitely is a brake
on expansion and on the development
of new business. I am in thorough sym-
pathy with making section 722 workable,
because it will apply to the past, back
cases, anyway.

Mr. WHERRY. That is correct.

Mr. GEORGE. If there is any needed
amendment, I propose to suggest to the
‘Joint Committee on Internal Revenue
Taxation that we inquire of the Treas-
ury Department and of the Bureau of
Internal Revenue and even of The Tax
Court, if necessary, to find out what
amendment will make section 722 really
workable and serviceable, as we intended
to make it.

Mr. WHERRY. That study will be
made shortly, will it?

Mr. GEORGE. It will be made just as
quickly as we can get to it; yes. Cer-
tainly it will be made before Congress
leaves here for the holidays.

Mr. WHERRY. 1 deeply appreciate
that statement. If that is the relief and
the procedure which the committee ex-
pects to follow relative to section 722, 1
am quite willing to withhold any amend-
ments at this time; and with the state-
ment which I have tiaced in the REcord,
. we shall wait for the hearings of the

Jjoint committce.

Mr. GEORGE. I appreciate the Sena-
tor’s action. I assure him that we will
join him in an effort to have it admin-
istered.

Mr. BUTLER. Mr. President, in con-
nection with the statement made by the
Senator from Georgia, the chairman of
the Finance Committee, and the state-
ment made by the distinguished junior
Senator from Nebragka [Mr. WHERRY],
I should like to have inserted at this point
in the REcorp a letter which I submitted
to the chairman of the commiftee. It
was addressed to me by Dana F. Cole.

Mr. GEORGE, Yes, Mr. President; I
neglected to say that the senior Senator
from Nebraska, as well as other Mem-
bers of the Senate, likewise was very
much interested in this question. The
Senator from Nebraska who now is ad-
dressing the Chair, has spoken to me
gbout it on more than one occasion.

CONGRESSIONAL -RECORD—SENATE

The PRESIDENT pro tempore. With-
out objection, the letter submitted by the
Senator from Nebraska will be printed
at this point in the Recoro.

The letter is as follows:

LincorN, NEBR.,, Ociober 18, 1945.
Senator HucE BUTLER,
Senate Office Bulding,
Washington, D. C.

Dear SEnaTor Burrer: I will try to draft in
as few words as possible the thinking ol
the average corporate taxpayer in the drought
States of Nebraska, Kansas, North and South
Dakota.

When the excess-tax-profits law was
adopted, it was necessary to fix some type
of a measuring device for defining “‘excess
profits.” As you know, the bill provides that
all earnings above 8 percent of the invested
capital is defined as excess profits, under
one definition. Under the other definition,
05 percent of the average earnings during
the 4 base years 1936-89 are considered to
be normal profits and all eammings above 956
percent of these average earnings is con-
sidered to be excess profits and subjected to
the excess-profits tax. In addition, all cor-
porations were granted the specific exemp-
tion of 5,000, later $10,000, and In the last
proposal, $25,000 (not to take effect until
January 1, 1946). As 1 view it now, the
$25,000 exemption will never be of any value
to taxpayers if the excess-profits tax is re-
pealed entirely. There would have been con-
siderable relief to the smaller taxpayers 1if
the $25,000 exemption had been made to
apply to the year 1945 rather than to the year
1846 and subsequent.

Congress recognized that In measuring ex-
cess profits at the faregoing definitions it
would be utterly unfair to many corporate
taxpayers. To alleviate the unfairness which
would develop under the excess-profits-tax
law, the Congress added section 722 to the
Internal Revenue Code, This section 722 is
referred to as the reliel section of the ex-
cess-profits-tax law. The gist of section 722
is that if there was some event (several of
which were mentioned in the law) which
made the definition of the excess-profits tax
unfair to taxpayers, that such taxpayers
would be entitled to “recomstruct” their
earning base in order to determine a more
equitable excess-profits tax computation.

The reason why the average corporate tax-
payer in Nebraska and the other States men-
tioned has been unfairly treated under the
excess-profits tax is that the base years
1936-39 were anything but normal operating
years in that area. The drought which we
were experiencing during that period of time,
and prior thereto, made it impossible for the
average corporation to have normal earnings
during those base years. It is my experience
that the average corporation in Nebraska
during the base years was actually losing
money and any profit that is now made is
defined as excess profits under the earnings
methed. When we in Nebraska have to use
the invested-capital method we get prac-

tically no credit, because as you know, most *

businesses in Nebraska are conducted on the
personal abilities of management and not up-
on the capital that 1s paid into the business.

When the excess-profits tax law was up for
consideration we folks interested in sound
taxation felt that section 722 would provide,
in the last analysis, a fair treatment for the
average corporate taxpayer in our area. We
felt for sure that the drought was an event
such as was contemplated under section 722
and that when the Treasury Department ex-
amined the returns of the corporations that
taxpayers would be able to apply for the re-
lief provided under section 722 and therefore
the taxpayers of Nebraska would not be at a
distinct disadvantiage In the payment of ex-
cess-profits taxes b they would be en-
titled to a “reconstructed base” which would
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level out the credits and the taxes they would
pay and put them in a more favorable position
compared with taxpayers in other parts of
the country.

A large proportion of the corporations in
Nebraska have been subjected to the excess=-
profits tax because of the return of agricul-
tural prosperity In our area during thgse ex-
cess-profits tax years. We have had abun-
dant rainfall and abundant crops and as a
result the net profit of corporations has re-
flected the return of agricultural prosperity
due to the elimination of the drought., It
is my private opinion that Nebraska corpo-
rations have paid a larger proportion of their
income in texes during 1943-25 due to this
fact than corporations in other parts of the
United States. The reason for the penalty is
that the base-year earnings were so low,
whereas 1n other parts of the country base-
year earnings were fair, normal, or above
normal, Corporations doing business in
other parts of the country have not suffered
the same penalty that we have in our area.

The elimination of the excess-profits tax
law does not correct the inequalities. Tax-
payers meed the. reliel provided for under
sectlon 722 now. Many corporations are
looking forward to expanding their busi-
nesses and need capital with which to do
it. Many of these corporations feel that
they are entitled to partial refunds of excess-
profits taxzes already paid in accordance with
provisions of section 722 of the Internal Rev=-
enue Code. Many corporations have not paid
all of thelr excess-profits taxes becavs: of
the provisions of section 722. However, the
Treasury Department is now on a campaign
trying to force these corporations to pay tie
additional excess-profits taxes that have
been withheld under section 722 and they .
are denying the claims for refund provided
for by section 722 of the code.

It is the observation of the average busi-
nessman that the provisions of section 722
are about ws good as could be expected. All
that is needed is a sympathetic administra-
tion of the law already on the statute bcoks.
However, the Treasury Department has a
thumbs-down attitude on section TZ2. The
revenue agents are being Instructed to re-
Ject all claims and the buck is being passed
to The Tax Court. As you well realize, if
taxpayers are going to have to wait for their
relief until The Tax Court can pass on their
claims, that many of them will be dead and
buried long belore the relief to which they
are now entitled is granted to them. If all
gection 722 cases are going to have to go

The Tax Court for final adjudica-
tion, then it becomes anything but a relief
mensure as it was intended.

I have a Teeling that the Treasury Depart-
ment will never be able to administer sec-
tion 7T22. It is primarily a relief measure
and the Treasury Department's job is to
collect additional taxes and not find the
refunds properly due taxpayers. It is nat-
ural that the Treasury Department's atti-
tude is negative and that we cannot be
expected to get a sympathetic administration
of section 722.

It would be my suggestion that an amend=
ment at this time would be of great benefit
to all corporations thet are entitled to re-
lief under section 722, especially for the
average corporate taxpayer in Nebraska, Ean-
sas, and the other drought States. My sug-
gestion would be that an entirely new budy
be created by Congress to administer sec-
tion 722, I think this body should not be
under the control of the Treasury Depart-
ment but should be directly responsible to
the I am sure that a sympathetic
administration of section 722 would be all
that any Iait-minded taxpayer couid wish
for. The relief provided for by this law is .
needed nmow in this reconversion period.
Such an amendment would permit taxpayers
to sit across the table from a [air-minded
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group whose principal job would be to get
the relief to taxpayer when it is needed pro-
vided they are entitled to the relief found
in the law.

If it would be possible to get such an
amendment to section 722 at this time it
would greatly speed up the reconversion pro-
gram in our area.

Respectfully yours,
Dana F. CoLE.

Mr. BUTLER. Mr. President, now
that I have had printed in the REcorp
the letter which I submitted a few days
ago to the chairman of the Finance Com-
mittee, and to which he has made reply,
as he has stated on the floor of the Sen-
ate, let me say for the record, in reply,
that the chairman of the committee
agrees that section 722 should be con-
sidered, but not in connection with this
bill. He has said it is his intention to
give it consideration at an early dafe.

Mr., GURNEY. Mr, President, I had
intended to offer an amendment to the
pending bill; but I realize that I was
rather late in submitting the amendment
just a few days before the committee
finished its deliberations and hearings on
the bill, as it now appears before the
Senate. I was glad to hear that an-
other tax bill is now before the commit-
tee, and I shall submit the amendment in
connection with the tax bill which the
committee now has before it. The
amendment seeks to relieve from the
Federal motor-fuel tax any motor-fuel
which contains 5 percent of alcohol made
from domestic farm crops. As a matter
of historical interest, let me say that in
1939 the Senate showed a very sympa-
thetic interest in the plan of making a
larger market for farm crops by using
some of the surpluses in making power
alcohol. In 1939 it was voted down, but
without having a hearing on the part of
the Finance Committee or without hav-
ing a report from the committee. How-
ever, it was rejected only by a vote of
28 to 38.

In view of the fact that farm-crop
surpluses probably will accumulate in the
future, and having in mind the experi-
ences of the recent war in the use of
alcohol, and also that the Treasury is a
little short of funds, I am thinking that
Congress now will consider more thor-
oughly a plan of this nature, which has
as its objective providing a larger market
for farm crops, thereby making it un-
necessary to pay such large Federal sub-
sidies. I bespeak the consideration of
the members of the committee for this
idea. I shall submit the amendment as
an amendment to the bill which the
Finance Committee now has under con-
sideration.

The PRESIDENT pro tempore. If
there be no further amendment to be
proposed, the question is on the engross-
ment of the amendments and the third
reading of the bill.

The amendments were ordered to be
engrossed, and the bill was read a third
time,

The PRESIDENT pro tempore.
bill having been read the third time, the
question is, Shall it pass?

The hill, H. R. 4309, was passed.

The PRESIDENT pro tempore, With-
out objection, the Secretary will be au-

The

CONGRESSIONAL RECORD—SENATE

thorized to correct paragraph, subsection,
and section numbers in the hill.

Mr. GEORGE. Mr. President, I was
about to make that request.

I now ask that the bill be printed with
the Senate amendments numbered.

The PRESIDENT pro tempore. With-
out objection, it is so ordered.

Mr. GEORGE. I also move that the
Senate insist upon ifs amendments, re-
quest a conference thereon with the
House of Representatives, and that the
Chair appoint the conferees on the part
of the Senate.

The motion was agreed to; and the
President pro tempore appointed Mr,
GEORGE, Mr. Wars"H, Mr. BARKLEY, Mr.
La ForreErTE, and Mr., TaFT conferees on
the part of the Senate.

AUTHORIZATION FOR SIGNING OF
BILLS, ETC.

Mr. BARKLEY. Mr. President, in
view of the faect that I propose shortly
to move that the Senate take a recess
until Friday next, I ask unanimous con-
sent that during the recess the Secre-
tary of the Senate be authorized to re-
ceive messages from the House of Repre-
sentatives, and that the Presiding Officer
be authorized to sign bills and resolu-
tions.

The PRESIDENT pro tempore.
out objection, it is so ordered.
HEARINGS ON AIRPLANE AND AIRCRAFT

DISPOSAL

Mr. O'MAHONEY. Mr, President. I
desire to make an announcement for
publication in the Recorp that on Mon-
day next at 10:30 o’clock in the morning,
in the Senate Office Building, the Sur-
plus Property Subcommittee of the Com-
mittee on Military Affairs will hear a
report from the Assistant Secretary of
War for Air, Mr. Robert A. Lovett, on
the disposal of Government-owned air-
craft plants. This report has been in
process of preparation for a period of 2
years, and it involves matters of great
interest in which Members of the Senate
and of the House of Representatives are
very vitally concerned. The report
recommends comprehensive industrial
preparedness measures to insure the
ability of this country to produce aircraft
and aerial weapons in order to meet mili-
tary needs in another emergency. It
deals with the necessity of maintaining
a peacetime industrial reserve of spe-
cialized aircraft plants, and standard
machine tools in specified locations
throughout the Nation. The impor-
tance of preserving the geographical dis-
persion of aircraft production achieved
during World War II, as a measure of
vital national defense, is also stressed in
the report.

Conferences have been held between
the Postmaster General, Mr. Hannegan,
and Assistant Secretary of War Lovett,
with respect to the possibility of utiliz-
ing surplus aircraft for a more complete
system of carrying the Nation’s mail by
air, It is the hope of Postmaster Gen-
eral Hannegan that all first-class mail
may be transported hereafter by air, and
he is hoping that the Government’s
surplus planes may be utilized for this
purpose by cominercial lines,

With-
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In view of the widespread interest
which this presentation will have to a
number of committees of both Houses, I,
as chairman of the Surplus Property
Subcommittee, have invited the members
of the Military and Naval Affairs Com-
mittees, the George and Colmer Post-
war Economic Planning Committees,
the Woodrum Postwar Military Policy
Committee, the Manasco Committee on
Executive Expenditures, and other com-
mittees of both Houses of Congress con-
cerned with aviation policy and plant
disposal, to participate in the hearing.

Mr. President, I make this announce-
ment so that all Senators who may be
interested may have an opportunity of
attending the committee hearing if they
so desire.

NOTICE OF HEARING ON NOMINATION OF
JORGE LUIS CORDOVA DIAZ TO BE AS-
SOCIATE JUSTICE, SUPREME COURT OF
PUERTO RICO

Mr. ANDREWS, Mr. President, on be-
half of the Committee on the Judiciary,
and in accordance with the rules of the
committee, I desire to give notice that a
public hearing has been scheduled for
Wednesday, November 7, 1945, at 10:30
a. m., in the Senate Judiciary Committee
room in the Capitol building, upon the
nomination of Jorge Luis Cordova Diaz,
of Puerto Rico, to be associate justice of
the Supreme Court of Puerto Rico, vice

. Honorable Martin Travieso, elevated. At

the indicated time and place all persons
interested in the nomination may make
such representations as may be perti-
nent. The subcommittee in charge con-
sists of the Senator from Florida [Mr.
ANnDREWS], chairman, the Szsnator from
Mississippi [Mr. Eastoanp]l, and the
Senator from West Virginia [Mr. REVER-
comMBl.

BLACK HILLS, S. DAK, AS SITE FOR
WORLD CAPITAL

Mr. GURNEY. Mr. President, the
Black Hills mountain country in western
South Dakota is adjacent to the States
of Wyoming and Nebraska. In South
Dakota we are proud that the governors
of those two adjoining States have joined
with our Governor in extending an invi-
tation that the world capital be located
in the Black Hills of South Dakota.

I have today delivered to each Senator
on the floor a description of the site, to-
gether with arguments -in favor of its
selection. I ask unanimous consent that
there be printed in the Recorp at this
point, as a part of my remarks, the com-
plete text of the invitation submitted by
the three governors.

There being no objection, the matter
was ordered to be printed in the REecorb,
as follows:

THE BLACK HInrs MOUNTAIN COUNTRY SITE FOR
WOoRLD CAPITAL

General description: The Black Hills moun-
tain country is an area of 6,000 square miles
in the States of South Dakota, Nebraska, and
Wyoming. It contains the loftiest mountains
in the United States with the exception of
the Rocky Mountain system. The region rises
from the level plains surrounding it to alti-
tudes of 7,242 feet above sea level. It is
covered with forests and interspersed with
beautiful mountain lakes, streams, valleys
and plateaus, It has one of the most pleas-
ant climates in the world and is ideal in its
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health and living conditions. In Its majestic
environment could be constructed a new city
for a new idea in the new world.

I. Physical and natural geographic charac-
teristics of Black Hills are ideal for the
world capital.

II. The area Is free from local influences
which would detract from world capital ac-
tivities,

III. The historical and political background
of the Black Hills provides an appropriate
foundation for administration of United Na-
tion’s affairs.

IV. This region has high educational
standards.

V. Recreational advantages are prominent.

V1. A site in the Black Hills would be ade-
quate from the standpoint of military defense
and control.

1. PHYSICAL AND NATURAL GEOGRAPHIC ITEMS
FAVOR THE BLACK HILLS MOUNTAIN COUN-
TRY
1. World location: Aecompanying map by

Luvine Berg, worked out to mathematical
seccuracy, shows that the Black Hills moun-
tain country, in the center of the North
American Continent, in the United States of
America, at the junction of the sovereign
States of Nebraska, Wyoming, and South
Dakota, is most equally convenient from the
standpoint of distance to all the nations of
the world. It also shows that under future
air travel, this area is not more than 24 hours
distant from any of the capitals of the
United Nations. The first statement may be
guestioned on the theory that the earth is
a globe ana that any point on it is equally
convenient with any other point. This is
only theoretically true. If the world was
all one land mass and its countries of ideh-
tical size and shape, it would be true, but
the way the land mass of the world is lo-
cated, and the way the nations are divided
by their boundaries, the claim above made
becomes absolutely true.

2. Climate: The area has tfypical tem-
perate-zone climate, which is made more
equakble by the varied terraln and heavy
growth of forests and the fact that it is in
the midst of the Great Plains country. The
fallowing should be noted about its climate:

a. Absence of humidity.

b. Absence of smoke, dust, and gases.

¢. Absence of extremes of temperature.

d. Absence of strong winds—no storms or
hurricanes.

e. Variety of climate—cool, sunny sum-
mers; beautiful spring and fall; moderate
winters; we have all four seasons with a
gradual change from one to the other.

3. Natural advantages peculiar to the
Black Hills mountain country: Pure, bracing
air; pure water; absence of insects; heavy
forests; varlety of altitrdes; variety of flora
and fauna, climate, and scenery.

4. Variety: . The variety of conditions is
remarkable. In the Black Hills mountain
country are all of the following:

1, Plains,

2. Prairtes.

3. Rolling couniry.

4, Hills,

5. Plateaus.

6. Mountains.

7. Valleys.

8. Forests.

9. Lakes.

10, Streams.

11, Gold.

12. Rocks.

13. Various golls.

14, Wild game: Buffalo, deer, antelope, elk,
game birds of many kinds.

15, Variety of plant life and forest timber,

16. Variety of colossal statuary: The Nee-
dles as natural statuary; Mount Rushmore as
man-made statuary; world's largest collossi,

17. Mineral deposits exposing practieally
all the classified elements of the earth.

18. Flelds, pastures, mines, factories, mills,
towns, and cities.
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5. Sites: There are numerous sites of
varied size and description ut the
6,000 square miles where a world city may pe
built and where the individual nations may
construet their own establishments isolated
from the headquarters and from each other
as they may choose.

II. THE BLACK HILLS MOUNTAIN AREA 1S FREE
FROM LOCAL INFLUENCES WHICH MIGHT DE-
TRACT FROM THE ACTIVITIES OF THE WORLD
CAPTTAL

1. There is no large city near to absorb
the identity or individuality of the world cap-
ital city.

2. It is not near the capital of any nation
where undue infiuences might affect it.

3. It is near the junction of three sov-
ereign States, all interested in it.

4. It is in a region of comparatively sparse
population, so that’the residents of the new
world zone would not have to displace, nor
conflict with local interests of any large
groups of people.

5. It is in the approximate center of the
North American Continent, so that there
would be no preferential advantage to Europe,
Asfa, or Africa by locating here. Their ad-
vantages in the location would be practically
equal.

III. THE HISTORICAL AND POLITICAL BACKGROUND
OF THIS AREA FROVIDES AN APFRCPRIATE
FOUNDATION FOR THE ADMINISTRATION OF
TUNITED NATIONS AFFAIRS

1. The population of thé North American
Continent is of conglomerate nature. The
area was settled and developed by people
from all the nations of Europe and from
many places in Asia and Africa. Practically
every color, race, creed, and nation of people
have been prominent in the settlement and
development of the North American Conti-
nent. All nations would find large groups of
their own nationals established here.

2, The basic element of the Gevernment
here is the absclute equality of all persons,
regardless of color, race, or creed.

3. Another hasic element is complete free-
dom of religion and complete separation of
church and state. All religions have com-
plete freedom and equal rights hefore the
law. There is no state religion.

4. The various nations of the North Ameri-
can Continent are all similar in having a
union of sovereizn states operating under a
federal or over-all superior government.
This system has developed successfully
throughout the years so that the several na-
tiomal governments have maintained peace
among their soverelgn states and among
themselves to a far greater degree than at any
other place in the world, and ever before
throughout history. That system is similar
to the system proposed by the United Na-
tions Charter.

5. The nations of the North American Con-
tinent are all examples of government con-
ducted by the people themselves. All of them
bave governments in which the people elect
and control the representatives and officials

‘who in turn administer government respon-

sive to the people themselves. It is Iargely
because of this that the various races, colors,
creeds, and nations represented in our con-
glomerate population have been ahle to live
and develop harmoniously and effectively as
nations.

6. America is the last of the major con-
tinents to see political organization of sfates
and nations. The American continent is
new in world history. It is therefore freer
from past historical influences than any
other continent. The center of this econ-
tinent is the Black Hills mountain country.
It is the youngest of all in point of develop-
ment, and offers a place particularly adapted
to the objectives and problems of the United
Nations as proposed under the Charter.

7. Establishing the capital in the eenter
of the North American Continent insures the

most effective cooperation of the nations of
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that econtinent. ¥t is egqually convenient to
all the great nations which surround it. It
is the most equally convenient to all the
other nations of the world. It will be a leca-
tion conducive to the most general support
of all nations of the world.

8. The Luvine Berg map shows many ad-
vantages of this site for the organized na-
tions as they exist today:

(a) The Dominion of Canada, and thercby
the British Empire, is only a few hundred
miles from it. Much of Canada ie of French
origin.

(b) The Asiatic Continent, and the part of
it controlled by Russia praetically touches
this North American Continent.

(c) The stepping stones of Iceland and
Greenland practically unite the continent to
Europe.

(d) The most distant political organiza-
tions, Australia, New Zealand, South  Africa,
are parts of the British Empire, which has
Canada practically adjoining the site we
are proposing.

{(e) The South American Continent has
nations all with historical and political back-
ground and organization almost identical
with this continent and conveniently located
from & travel standpoint. They can come
by automobile direct to the Black Hills over
the Pan-American Bighway.

IV. EDUCAVION AND CULTURE

The Black Hills States rank among the
first eight in the Nation as to literacy. The
excellent system of public education is an en-
couragement {o those who desire to rear thelr
families in this area. Advanced training in
public and private colleges and universities
in the arts and sciences in this area has de-
veloped many persons of national and in-er-
national prominence,

V. RECREATION

Stream and lake fishing; hunting deer, an-
telope, elk, and game birds; swimming in cool
streams, lakes, or hot springs; bridle trails,
tennis, golf; celebrations and rodeos; in fact,
a variety to suit every taste and inclination.

VI. MILITARY DEFENSE AND CONTROL

1. The capital would have a site safe from
military operations or eapture by any nation
other than the United States of America,
Bome one nation must be entrusted with the
site. The United States of Amerlea has taken
& prominent part in the past 30 years in
trying to formulate a world organization for
preservation of peace. It can be expected to
aid the present proposed organization mate-
rially and in every way of reasonable national
infiuence toward success. A site In the cen-
ter of it should be the safest possible site
and the most impartial for all concerned in
the success of the United Nations organi-
zation,

2, The countries which control the atomic
bomb should use it only to maintain world
peace. The capital of the world should be
in the region where this great power for con-
tinuing good was first brought Into practi-
cable operation. A world capital and the
embassies and establishments of the nations,
situated in the Elack Hills mountain coun-
try, would be in a region best sulted to
atomic bomb defense and adaptable to
atomic bomb maintenance of world peace.

DwisHT GRISWOLD,
Governor, State of Nebraska.
M. Q. Szarrr,
Governor, Staie of South Dakota.
LesTER C. HUNT,
Governor, State of Wyoming.

LEGISLATIVE FROGRAM

Mr. WHITE. Mr. President, Is the
able majority leader in position fo indi-
cate what will be taken up at the next
session of the Senate?

Mr. BAREIEY., Sofaras1I can tell,
nothing of any importance will betaken
up, If this were Thursday, I should
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move a recess until Monday, but we must

‘meet either tomorrow or Friday, and I
thought it would be better to meet Fri-
day. We may recess from Friday to
Tuesday, but we will recess at least until
Monday.

Mr. WHITE. I thought that possibly
the disputed conference report might be
taken up.

Mr. BARKLEY. That subject may be
taken up. It is up to the committees
which are involved in the matter.

Mr. WHITE. Very well.

EXECUTIVE SESSION

Mr. BARKLEY. I move the Senate
proceed to the consideration of executive
business.

The motion was agreed to; and the
Senate proceeded to consideration of
executive business.

EXECUTIVE MESSAGE REFERRED

The PRESIDENT pro tempore laid be-
fore the Senate a message from the
President of the United States submit-
ting the nominations of sundry post-
masters, which was referred to the Com-
mittee on Post Offices and Post Roads.

(For nominations this day received, see
the end of Senate proceedings.)

EXECUTIVE REFORTS OF COMMITTEES

~ The following favorable reports of
nominations were submitted:

By Mr. McCARRAN, from the Committee
on the Judiciary:

Irvin C. Mollison, of Illinois, to be judge
of the United States Customs Court, vice
Thomas J, Walker, deceased.

. By Mr. CONNALLY, from the Committee
on Foreign Relations:

Avra M. Warren, of Maryland, now a for-
elgn-service cfficer of class 1, to be Envoy Ex-
traordinary and Minister Plenipotentiary to
New Zealand;

Bamuel J. Fletcher, of Maine, now a for-

eign-service officer of class 2 and a secretary

* in the diplomatic service, to be also . a con-
sul general of the United States of America;

Renwick 8. McNiece, of Utah, now a for-
. elgn-service officer of class 3 and a secretary
in the diplematic service, to be also a con-
sul general of the United States of America;

Hassell H. Dick, of South Carolina, now a
foreign-service officer of class 3 and a secre-
tary in the diplomatic service, to be also a
consul general of the United States of Amer-
ica;

Robert B. Streeper, of Ohio, now a foreign-
service officer of class 4 and a secretary in the
diplomatic service, to be also a consul gen-
eral of the United States of America; and

Stephen C. Brown, of Virginia, now a for-
eign-service officer of class 6 and a secretary
in the diplomatie service, to be also a consul
of the United States of America.

By Mr, CEORGE, from the Committee on
Finance:

James J, Connors of Juneau, Alaska, to
pe collector of customs for customs collec-
tion district No. 31, with headquarters at
Juneau, Alaska (reappointment).

By Mr. BAILEY, from the Committee on
Commerce:

Sundry employees for appointment in the
Coast and Gecdetic Survey.

By Mr. McKELLAR, from the Committee
on Post Offices and Post Roads:

Sundry pcstmasters.

The PRESIDENT pro tempore. If
there be no further reports of commit-
tees, the clerk will state the nominations
on the calendar.

CONGRESSIONAL RECORD—SENATE

POSTMASTERS

The legisletive clerk proceeded to
read sundry nominations of postmasters.

Mr. BAREKLEY. I ask unanimous
consent that the nominations be con-
firmed en bloc, and that the President
be notified.

The PRESIDENT pro tempore. With-
out objection, the nominations of post-
masters are confirmed en bloe, and,
without objection, the President will he
notified forthwith.

That completes the calendar.

RECESS TO FRIDAY

Mr. BARKLEY. Mr. President, as in
legislative session, I move that the Sen-
ate take a recess until Friday next at
12 o’clock noon.

The motion was agreed to; and (at
5 o'clock and 48 minufes p. m.) the
Senate took a recess until Friday, Oc-
tober 26, 1945, at 12 o'clock meridian.

NOMINATIONS
Executive nominations received by the
Senate October 24 (legislative day of
October 22), 1845:
POSTMASTERS

The following-named persons to be post- .

masters:
FLORIDA
Ralph B. Wakeland, Parish, Fla. Office
became Presidential July 1, 1845,

GEORGIA

Charles O. Carter, Climax, Ga., in place of
A. J. Trulock, transferred.
ILLINOIS
Clyde V. Manny, Ivesdale, Ill., in place of
U. A. Tempel, transferred.
Lewis H. Jenkins, West Liberty, Ill.
became Presidential July 1, 1945,
INDIANA

Walter Bouse, Claypool, Ind., in place of
L. B. Pontius, transferred.
Idelle M. Gallaher, Mellott, Ind. Office be-
came Presidential July 1, 1945.
Lydia A. Mann, Stillwell, Ind. Office be-
came Presidential-July 1, 1945,
KANSAS

Ralph Ganson, Canton, Kans., in place of
A. M. Jchnson, resigned.
KENTUCKY
Laura M. Mathews, Petersburg, Ky. Office
became Presidential July 1, 1945, °
Harris A. Stancil, Wheelwright, Ky., in
place of J. C. Cantrell, resigned.
LOUISIANA
Lezin J. Lambert, Sorrento, La.
came Presidential July 1, 1945.
MINNESOTA
Herman B. Lund, Dalbo, Minn. Office be-
came Presidential July 1, 1945.
Bonnie B. Martinson, Upsala, Minn,, in
place of A. E. Osberg, deceased.
Fred A. Melcher, Woodstock, Minn., in place
of G. J. Elosterman, removed.
MISSOURI
Maud E. Wilson, Lonejack, Mo. Office be-
came Presidential July 1, 1845,
NEBRASKA

Office

Office be-

Raymond A, Walker, Clatonia, Nebr. Office
became Presidential July 1, 1945.
Mae Slaver, Zordville, Nebr., Office became

Presidential July 1, 1945.
NEW JEREEY
Paul F. Brady, Kirkwood, N. J. Office be-
came Presidential July 1, 1945.
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Mary C. Myers, Quinton, N. J. Office be-

came Presidential July 1, 1945,
NEW MEXICO

Quirino Atencio, Dixon, N. Mex. Office be«
came Presidential July 1, 1945.

Richard E. White, Fort Wingate, N. Mex.
Office became Presidential July 1, 1945,

NEW YORK

Charles R. Freece, East Worcester, N. Y.

Office became Presidential July 1, 1945,

Joyce S. Walrod, Georgetown, N. Y. Office
became Presidential July 1, 1943.

Anna C. Townsend, Glenham, N. ¥. Office
became Presidential July 1, 1845.

Bethel Waters, Marcellus Falls, N. Y. Office
became Presidential July 1, 1945.

John F, Quigley, Mottville, N. ¥. Office
became Presidential July 1, 1845,

Elizabeth F. Filkins, Riparius, N. ¥, Office

became Presidential July 1, 1945.

John BSpeed, Slaterville Springs, N. Y.
Office became Presidential July 1, 1945.

NORTH DAKOTA

Edward P. Kulseth, Gardner, N. Dak. Of-
fice became Presidential July 1, 1945,

George W. Skinner, Grandin, N. Dak. Of-
fice became Presidential July 1, 1945.

OHIO

Lucy A. Chandler, Bannock, Ohio. Office
became Presidential July 1, 1945.

Wallace A. Hamsher, Berlin, Ohio,
became Presidential July 1, 1945,

Ruth E. Bailey, Franklin Furnace. Ohlo.
Office became Presidential July 1, 1944.

Abner D. Banning, Nutwood. Ohio.
bzcame Presidential July 1, 1945.

Bertha B. Emmons, Pettisville, Ohio, Office
became Presidential July 1, 1045,

NORTH CAROLINA

Annie D. Clark, Oriental, N. C., in place of
C. E. Curtls, removed.
Frank W. Fortescue, Scranton, N, C. Office

Office

Office

- became Presidential July 1, 1945,

OREGON
Emma B. Rowell, Rickreall, Oreg. Office
bacame Presidential July 1, 1944,
SOUTH CAROLINA
Luther C. Davis, Georgetown, 8. C,, in place
of L. C. Davis, April 28, 1942,
Eathryn T. Blanchard, Moultrieville, 8. C,,
in place of B. W. Emoak, deceased.
SOUTH DAKOTA
Granvel N. Collins, Camp Crcok, S. Dak.
Office became Presidential July 1, 1945.
Evalyn A. Berndt, Mansfield, 8. Dak. Office
became Presidential July 1, 1245,
WASHINGTON
J. Frank Hall, Edwall, Wash, Office became
Presidential July 1, 1945,
WISCONSIN

Nina O. Peterson, Comstock, Wis. Ofice
became Presidential July 1, 1945,
Jeanine M. Gulan, Gile, Wis. Ofice be-

came Presidential July 1., 1945.
Maud E. Odekirk, Springbrook, Wis.
fice became Presidential July 1, 1045,

Of-

CONFIRMATIONS

Executive nominations confirmed by
the Senate October 24 (legislative day of
October 22), 1945:

FOSTMASTERS
ARIZONA

Frank V. Howey, Cactus.

Gladys E. Tanner, Emery Park.

Helen M. Young, St. David.

Elmer L. Hinners, Somerton,

IOWA

Loretta Stapleton, Elma.

Carl W. Bruggeman, Farmington,

Grover B, Chryst, Forest City,
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MINNESOTA
Walter Preudenberg, Saginaw,
Eldora J. Pilotte, Sedan.

NEBRASEA
Bertha A. Lancaster, Barnston.
Russell E. Wilson, Blue Springs,
Lois H, Lincoln, Scotia.

NEW MEXICO
Vincent C. Steele, Grenville.
spelling of name of office.)
NORTH CAROLINA

Floyd P. Thomas, Madison.
Helen H. Johnson, Morrisville,

VIRGINTIA
Susie A. Davis, Nathalle,

(To correct

HOUSE OF REPRESENTATIVES

WEeDNEspAY, OctoBER 24, 1945

The House met at 12 o’clock noon.

The Chaplain, Rev. James Shera
Montgomery, D. D., offered the following
prayer:

O Thou whose dwelling place is in
the light eternal, help us to see the good
and the evil, and choose this day whom
we shall serve. With Christlike fervor,
enable us fo put to shame any false idols
of. our hearts, free from the swelling
words of vain self-esteem. Give us
grace to contend fearlessly with the
wrong that doth so easily beset us, and
hear the beating of our Saviour’s heart
for a world in ruins, struggling to be
redeemed. In our dreams and visions
may we see our Nation rising out of
the losses and tragedies of war, produc-
ing that wealth of treasure which no
moth of disunity can corrupt and no
injustice can destroy. We pray that we
may live under the benign sway of great
truths, being just by being true. Hum-
bly and wisely we would devote time
and talent to the larger claims of our
country, that out of the antagonisms
throughout our land may come the glory
of a new order, wherein dwelleth reason
and brotherhood, progress and peace.
In the name eof Him who tock upon
Himself the form of a servant. Amen,

The Journal of the proceedings of yes~
terday was read and approved.

RESIGNATION FROM HOUSE OF
REPRESENTATIVES

The SPEAEER laid before the House

the following communication:
: OcTOBER 20, 1945,
Eon. SaM RAYBURN,
Speaker of the House of Representatives,
Washington, D. C.

Dear Me. SpEaEER: I beg leave to Inform
you that I have this day transmitted to the
Governor of Virginia my resignation as a
Member of the House of Representatives in
the Congress of the United States for the
Sixth District of Virginia, to be effective as
of midnight, December 31, 1945,

With assurances of the highest esteem, I
beg to remain,

Very truly yours,
CLIFTON A. WOODRUM.
WOMAN'S ENFRANCHISEMENT DAY

Mr., HOBBS. Mr. Speaker, I ask
unanimous consent for the immediate
consideration of the joint resolution (S,
J. Res. 107) authorizing the President to
proclalm November 2, 1945, as Woman's
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Enfranchisement Day in commemoration
of the day when women throughout the
United States first voted in a Presiden-
tial election.

The Clerk read the title of the joint
resolution.

The SFEAKER. Is there objection to
the request of the gentleman from Ala-
bama?

Mr. MARTIN of Massachusetts. Mr.
Speaker, reserving the right to object,
will the gentleman from Alabama ex-
plain the legislation?

Mr. EOBBS. Mr. Speaker, I would be
very happy to do so, but I would rather,
if the gentleman does not mind and with
the permission of the Speaker, ask the
gentleman from Massachusetts [Mr.
Goopwinl, the author of the resolution,
to explain it.

Mr. MARTIN of Massachusetts. Mr,
Speaker, I yield to the gentleman from
Massachusetts.

Mr. GOODWIN. Mr. Speaker, the
joint resolution requests the President

- to issue a proclamation designating No-

vember 2, 1845, as Woman’s Enfranchise-
ment Day in commemoration of the day
when women first voted in a Presidential
election. I have introduced an identical
resolution which is now pending in the
House, having been reported favorably by
the Committee on the Judiciary, and now
on the Consent Calendar. Since time is
distinctly of the essence, I hope, Mr.
Speaker, that the House will now pass
this joint resolution.

The coming November 2 is the twenty-
fifth anniversary of one of the historic
dates in our national life, for on Novem-
ber 2, 1920, the women of America were
first privileged to vote in a Fresidential
election.

It seems fitting that the Congress
should request the President to make
8 proclamation designating November 2,
1945, as Woman's Enfranchisement Day
to commemorate the occasion and to
call for an observance of the day
throughout the land with such cere-
moenies as the people may deem appro-
priate in their several communities.

During the guarter century following
their enfranchisement, women through-
out the'country have taken an interest
in public affairs which was not possible
before they had the vote. Their devo-
tion to the public weliare has been su-
perb and has had a refining effect upon
every phase of our political life. This
influence for good has reached into every
community whenever National, State, or
municipal elections have been held.

Rzecognition of the silver anniversary
of this historic day will result in wide-
spread observance by various patriotic
societies and women’s clubs and in the
churches, schools, and communiiy cen-
ters.

Thus will we mark an important mile-
stone in our national progress toward
community welfare and human better-
ment.

Mr, MICHENER. Mr. Speaker, will the
gentleman yield?

Mr. MARTIN of Massachusetts. I
yield.

Mr. MICHENER. This has nothing to
do with the so-called equal-rights
amendment?
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Mr. GOODWIN. No; Mr. Speaker, it
is entirely in connection with the com-
memoration of the day on which women
first voted in a Presidential election.

Mr. MARTIN of Massachusetts. Mr.
Speaker, I withdraw my reservation of
objection.

The SPEAKER. Is there cbjecticn to
the request of the gentleman from Ala-
bama?

There being no objection, the Clerk
read the joint resolution, as follows:

Resolved, ete., That the President of the
United States is authorized to lssue a proc=
lamation designating November 2, 1915, as
Woman’s Enfranchisement Day and calling
upon the people throughout the DUnited
Siates to cobserve the day with appropriate
ceremonles In celebration of the twenty-
fifth anniversary of the day on.which women
throughout the United States first cast their
votes in a Presidential election.

Mr. HOBBS. Mr. Speaker, I offer an
amendment.

The Clerk read as follows:

Amendment offered by Mr. Hoess: In line
3, strike out the word “authorized” and in-
sert “requested”, and in the title, the first
word, strike out the word “Authorizing” and
insert the word “Requesting.”

Mr. BEOBBS. Mr. Speaker, the on]y
amendments are those amending the
title by striking out the word “authoriz-
ing” and substituting the word “request-
ing”, and in the body of the resolution
striking out the word “authorized” and
inserting in lieu thereof the word “re-
quested.” The purpose of this request for
the immediate consideration of this res-
olution is simply that the date on which
it is to become effective is November 2
and before the regular call of the Con-
sent Calendar, of course, that day will
have passed. So I hope there will be no
objection.

The SPEAEKER. The question is on
the amendment offered by the gentle-
man from Alabama (Mr. Hoessl,

The amendment was agreed to.

The ESenate joint ,resolution was or-
dered to be read a third time, and was
read the third time, and passed.

The title was amended so as to read:
“Reguesting the President to proclaim
November 2, 1945, as Woman's Enfran-
chisement Day in commemoration of the
day when women throughout the United
States first voted in a Presidential elec-
tion.”

A motion to reconsider was laid on
the table.

A similar House joint resolution (H. J.
Res. 255) was laid on the table.

PRODUCTION OF SUGAR AND SIRUP

Mr. DOUGHTON of North Carolina.
Mr, Speaker, I ask unanimous consent
for the immediate consideration of Sen-
ate Joint Resolution 100 permitting al-
cohol plants to produce suzars or sirups
simultaneously with the production of
alcohol until July 1, 1946.

The Clerk read the title of the Senate
joint resolution.

The SPEAEKER. Is there objection
to the request of the gentleman from
North Carolina?

Mr. MARTIN of Massachusetts. Mr.
Speaker, reserving the right to object,
may we have an exXplanation of this
legislation?
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Mr. DOUGHTON of North Carolina.
The purpose of the resolution is to per-
mit the production of sugar and sirup
from high moisture or damaged grain
and surplus potatoes in plants which
produce alcohol. Under the present law,
they are forbidden from producing any-
thing other than alcohol in their plants.
The purpose of the resolution is to take
care of the surplus potatoes and also to
take care of the shortage in sirups and
sugar. It has a twofold purpose. The
joint resolution was unanimously re-
ported by the Committee on Ways and
Means.

It has the support of the Treasury
Department. At least, they have no obh-
jection to it. The Secretary of Agricul-
ture has written a letter to the distin-
guished gentleman from Nebraska [Mr,
Curris], who reported the bill.

I now yield to the gentleman from Ne-
braska [Mr. Curtisl, who reported the
bill,

Mr. CURTIS. Mr. Speaker, I shall be
brief on this. We have a great many
alcohol plants throughout the country
which have been producing alcohol for
the war effort. Much of it went into syn-
thetic rubber. It was used for other war
purposes. There is no demand for the
greater portion of this alcohol at the
present time, but we do have a situation
where we have 60,000,000 bushels of po-
tatoes that are surplus. They are spoil-
ing. They cannot be sent abroad because
of lack of refrigeration.

In addition to that, there is a great
amount of damaged and wet corn, and
it is anticipated there will be more wet
corn this year. We have need for sugar
and sirup, especially for industrial
Uses.

A law passed back in 1866 provided
that the alcohol plants could not pro-
duce any other product. The purpose of
this was to facilitate the collection of the
tax on alcohol. This bill would permit
those plants that are alcohol plants to
make sugar and sirups until July 1, next.
It makes no change in the permanent
law.

Mr, RICH. Mr, Speaker, will the
gentleman yield?

Mr. CURTIS. I yield.

Mr. RICH. Is that going to give us
more sugar for domestic consumption?

Mr. CURTIS. It will. It will make a
great contribution to our sugar supply.

Mr. RICH., Will there be any legisla-
tion permitting this sugar that is made in
these alcohol plants to be used in the
alcohol plants to make more liquor?

Mr, CURTIS. It does not involve that
problem at all.

Mr. RICH. We are assured of more
sugar if this bill is permitted to pass?

Mr. CURTIS. Yes; and especially
sirups. Those sirups can be used by in-
dustrial users of sugar, and will make all
types of sugar more available.

Mr. RICH. We are hearing a great
deal about alcohol plants using sugar
and taking it from the table. This wiil
in no way affect that?

Mr. CURTIS. As a matter of fact,
this does not involve the beverage alco-
hol type of plant.

Mr. JENEKINS. Mr. Speaker, will the
gentleman yield?

Mr. CURTIS. I yield.
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Mr. JENKINS, I am in favor of the
gentleman’s bill. I think it will be a fine
thing. TUnder the provisions of the bill,
can these alcohol plants go into the de-
hydration program, dehydrating pota-
toes?

Mr. CURTIS. Not under this bill.

Mr. JENKINS. That is a very neces-
sary thing. For instance, up in New
Jersey, our Republican food study com-
mittee made some investigations in the
potato fields up there, and also in Maine,
We found that because of these investi-
gations they are already taking potatoes
out of New Jersey, at the rate of 50 car-
loads a day, to dehydrating plants. My
impression is that these dehydrating
planis do have some connection with
making alcohol.

Mr. CURTIS. This legislation pri-
marily deals with the type of plant and
products where there is no reconversion
problem af all. So that, without change,
for 2 or 3 days they can make sirup, and
then switch back to making aleohol, and
vice versa.

Mr. HOEVEN. Mr. Speaker, will the
gentleman yield?

Mr. CURTIS. 1 yield.

Mr. HOEVEN. Will this bill preclude
the use of these plants for the manufac-
ture of alcohol from corn?

Mr. CURTIS. Not in the least; no.

Mr. HOEVEN, If there should be a
surplus of corn, these plants will be
available?

Mr. CURTIS. This legislation is here
because there is no present adequate
demand for industrial alcohol.

¥Ir. HOEVEN. The manufacture to
which I refer—of alcohol from corn—is
not included in this bill?

Mr. CURTIS. Not at all.

Mr. GRANGER. Mr. Speaker, will the
gentleman yield?

Mr, CURTIS. 1 yield.

Mr, GRANGER. The gentleman will
assure us that this is for the utilization
of surplus potatoes, wheat, and so forth,
and will end on July 1 of this year?

Mr. CURTIS. That is correct.

Mr. HOOEK. Mr. Speaker, will the
gentleman yield?

Mr. CURTIS. I yield.

Mr. HOOK. Will this in any way
interfere with the synthetic rubber
industry?

Mr, CURTIS. Oh, no; not at all. In
fact, indirectly I think it will be of great
benefit to the synthetic-rubber industry.

Mr. McCORMACEK. Mr. Speaker, will
the gentleman yield?

Mr. MARTIN of Massachusetts. I yield.

Mr. McCORMACK. 1 knew this bill
was coming up. The gentleman from
North Carolina [Mr. DouGHTON] con-
tacted me this morning. The passage
of this bill does not mean any appro-
priations by the Federal Government to
any agency. Is that correct?

Mr. CURTIS. That is correct; and it
doss not affect the revenue in any way.

Mr. DOUGHTON of North Carolina.
It does not interfere with the production
of alcohol; the production of alcohol,
sugar, and sirup can be carried on simul-
taneously.

Mr. STEFAN. Mr. Speaker, will the
gentleman yield?

Mr., MARTIN of Massachusetts. I
yield,
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Mr. STEFAN. Further answering the
gentleman, I may say that this merely
clarifies an old law which prohibits any
plant manufaecturing alcohol to engage
in the manufacture of sugars and sirup.
That law goes way back to 1866.

Mr. McCORMACK. I simply wanted
to disabuse the membership of any idea
that the passage of this bill would be
followed by any appropriation.

Mr. MARTIN of Massachusetts.
very unusual in that respect.

Mr. MILLER of Nebraska. Mr. Speak-
er, will the gentleman yield?

Mr. MARTIN of Massachusetts. 1
yield.

Mr. MILLER of Nebraska. In my
humble opinion the passage of this res-
olution would aid in the disposition of
surplus farm products. This will make
possible the use of some 60,000,000 bush-
els of potatoes for the making of sirups
and glucose which can be used by in-
dustry. There is also a great need for
dehydrating this surplus potato crop.
The Scottsbluff Valley in Nebraska last
year used the beet-factory machinery to
turn surplus potatoes into dehydrated
stock food. This should be continued.
Sugar is short in this country. One
reason we have a surplus of potatoes is
due to the fact that the Government
made the raising of potatoes and beans
more attractive than the raising of sugar
beets; hence the farmers raised beans
and potatoes but not sugar beets. If a
price reflecting a profit for sugar beets
were assured, sufficient sugar would be
available in this country. The result of
the passage of this resolution will be to
make it possible to use this surplus farm
product, potatoes, in the making of glu-
cose and sirup.

Mr. CASE of South Dakota.
Speaker, will the gentleman yield?

Mr. MARTIN of Massachusetts. I
yield.

Mr. CASE of South Dakota. Just yes-
terday I was reading of some potato-

It is

Mr.

- feeding demonstration projects which are

being established in New England because

the potato crop up there was so large
that under our support program they
accumulated a lot of potatoes in the name
of the Government. The statement was
made that to get rid of this surplus, feed-
ing demonstration projects were being
set up whereby any farmer could come
and get free at the siding all the potatoes
he could use for feeding livestock, the
only obligation on his part being to make
g report on the result of the feeding
tests.

Mr. STEFAN. Mr. Speaker, if the
gentleman will yield, and answering the
gentleman from Scuth Dakota. I have
been informed by the Department that
a lot of these Government potatoes have
been given away for demonstrations sim-
ilar to the one he referred io.

Mr. CASE of South Dakota. As I un-
derstand it, under the price-support pro-
gram the potatoes bought in the name
of the Government are Nos. 1 and 2
grades, with the result that on the mar-
ket we are getting the poorer grade po-
tatoes.

Mr, STEFAN. Will this bill reach
that situation?

Mr. CASE of South Dakota. I am very
sorry to say that it will notf.
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Mr. JENKINS. Mr. Speaker, will the
gentleman yield?

Mr. MARTIN of Massachusetts. I
yield.

Mr. JENKINS. I may say to the gen-
tleman that in our investigation we
found several universities in the country,
especially those that have laboratory fa-
cilities, making investigations in various
new uses of potatoes, with very desir-
able conseguences. It does look as
though they have been able to perfect
something whereby the potatoes can be
used not only in silos but in other ways
to add to the food economy of the Na-
tion, using the methods these chemists
have been able to develop.

Mr, STEFAN. This bill does seek to
do something about food conservation.

Mr. SMITH of Ohio. Mr. Speaker, re-
serving the right to object, I should like
to know why industrial alcohol plants
were restricted from producing these
other things, sugars and sirups, in the
first place.

Mr, CURTIS. If the gentleman will
yield I will be glad to answer. {

My, SMITH of Ohio. I yield.

Mr. CURTIS. That restriction was
carried in a law dating back to 1866. It
was for the purpose of facilitating the
collection of revenue on alcohol that
they did not permit any plants that pro-
duced alcohol to make any other prod-
uct whatsoever. This has been worked
out satisfactorily to the Treasury. It
sets aside that provision until July 1
next.

The SPEAKER. 1Is there objection to
the present consideration of the resolu-
tion?

There being no objection, the Clerk
read the resolution, as follows:

Resolved, ete., That part II of subchapter
C of chapter 26 of the Internal Revenue Code
is amended by adding at the end thereof the
following new section: #
“Sec. 8126. Emergency production of sugars

and sirups in industrial alcohol plants.

*“{a) In General: Notwithstanding the pro-
visions of sections 2819 and 3122, and of any
other law, until July 1, 1946, sugars and
glrups from potatoec and from high mois-
ture or damaged grain may be produced in
industrial alcohol plants simultaneously
with, or alternately with, the production of
alcohol,

“{b) Regulations: The Commissioner,
with the approval of the Secretary, is au-
thorized to prescribe regulations to carmry
out the provisions of this section.”

The resolution was ordered to be read
a third time, was read the third time and
passed, and a motion to reconsider was
laid on the table.

MAJ. GEN, GEORGE F. MOORE

Mi. LUTHER A. JOHNSON. Mr,
Speaker, I ask unanimous consent to ad-
dress the House for 1 minute.

The SPEAKER, Is there objection to
the request of the gentleman from
Texas?

There was no ohjection.

Mr. LUTHER A. JOHNSON. Mr.
Speaker, Maj. Gen. George F. Moore, who
was commander of Corregidor when it
fell, has recently returned to the United
State after 4 years’ imprisonment in
Japan.

The defense of Corregidor by General
Moore and those under him will go down
in history as a brilliant military opera-
tion in fighting the enemy against over=-
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whelming odds. The sufferings and
sacrifices of General Moore during the
long defense of Corregidor and his sub-
sequent imprisonment and the indigni-
ties heaped upon him and his men by
Japan will not be forgotten by the Amer-
ican people.

The Coast Artillery Association has
just given a reception in his honor at
the Shoreham Hotel in Washington,
which was attended by a large number,
among whom were many distinguished
guests, all of whom were proud to pay
tribute to this great military leader, who
is a native Texan, a graduate of Texas
A. & M., and commandant there when
he went to the Philippines.

General Moore is one of the real heroes
of this war, and history will so acclaim
him

EXTENSION OF REMARKS

Mr. WASIELEWSKI asked and was
given permission to extend his remarks
in the Recorp on two subjects and in-
clude in each an editorial.

Mr. HOOK asked and was given per-
mission to extend his remarks in the
Recorp and include a radio speech on
the subject of Federal aid to education.

Mrs. DOUGLAS of California (at the
request of Mr. DE Lacy) was given per-
mission to extend her remarks in the
RECoRD. ]

Mr. DE LACY asked and was given
permission to extend his remarks in the
REecorp and include a statement from the
American Slav Congress,

PERMISSION TO ADDFPESS THE HOUSE

Mr. DE LACY. Mr. Speaker, I ask
unanimous consent that on Friday next,
after disposition of matters on the
Speaker’s table and at the conclusion of
any special orders heretofore entered, I
may be permitted to address the House
for 20 minutes.

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

There was no objection.

EXTENSION OF REMARKS

Mr. HOCH asked and was given per-
mission to extend his remarks in the
Recorp in two instances and in each to
include a letter from a soldier.

Mr. BIEMILLER asked and was given
permission to extend his remarks in the
Recorp and include a speech by himself
on the Wagner-Murray-Dingell bill.

Mr. BUNEKER asked and was given
permission to extend his remarks in the
Recorp and include a newspaper article.

Mr. HARLESS of Arizona asked and
was given permission to extend his re-
marks in the Recorp in two separate in-
stances and include letters.

Mr. O'NEAL asked and was given per-
mission to extend his remarks in the
REecorp and include an editorial.

Mr. LESINSKI asked and was given
permission to extend his remarks in the
Recorp and include a statement re-
leased to the press yesterday by the
Democratic members of the Michigan
delegation endorsing the take-home-pay
program of industrial workers.

REPUELICAN LEGISLATIVE PROGRAM

Mr. SAVAGE. Mr. Speaker, I ask
unanimous consent to address the House
for 1 minute and to revise and extend
my remarks,
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The SPEAKER. Is there objection to
the request of the gentleman from
Washington?

There was no objection.

Mr. SAVAGE. Mr. Speaker, I note in
Monday’'s Washington Post that Mr,
Herbert Brownell, chairman of the Re-
publican National Committee, has called
for the formation of a positive legisla-
tive program to present to the people in
the next election. Mr. Brownell adds
that attacks on the New Deal and Presi-
dent Roosevelt are not enough to con-
vince the people to vote for a Republican
regime.

‘We hope that this will bring to an end
the GOP campaign of vilification and
hate against the memory of our late
great President, a campaign which is dis-
gusting all decent people.

Brownell knows that the people of
America prefer the New Deal to the old
deal that gave us the Hoover depression,
and that the Republican party must of-
fer the people some kind of a new deal
in order to get votes enough to control
Congress.

It is certainly interesting to hear the
Republican national chairman admit
that his party has been going along for
12 years without any program at all, ex-
cept that of attacking the progressive
and liberal measures advocated by Presi-
dent Roosevelt and President Truman,
and given a vote of confidence in every
election since 1932.

However it really does not make much
difference what Brownell and his cohorts
bring forth, since the people of this Na-
tion are pretty well convinced by now
that no matter what the titular heads of
the Republican party advocate, the GOP
leaders in Congress will manage to re-
pudiate it, as they have in the past, by
their reactionary attitude. Their voting
record clearly shows their allegiance to
special interests over the common man.
Their votes on the floor of Congress cer-
tainly do not coincide with their cam-
paign promises.

We wish Mr, Brownell well. He has a
mighty tough job ahead of him in sell-
ing any kind of a progressive legislative
program to the Republican congressional
leaders.

THE KELSEY-HAYES CONTROVERSY

Mr. LESINSKI. Mr. Speaker, I ask
unanimous consent to address the House
for 1 minute and to revise and extend my
remarks.

The SPEAKER. Is there objection to
the request of the gentleman from Mich-
igan?

There was no objection.

[Mr, Lesinskr addressed the House,
His remarks appear in the Appendix.]

EXTENSION OF REMARES

Mrs. DOUGLAS of Illinois asked and
was given permission to extend her re-
marks in the Recorp and include two
editorials.

Mr. KEOGH (at the request of Mr.
HEFFERNAN) was given permission to ex-
tend his remarks in the Recorp and in-
clude an article.

Mr. HEFFERNAN asked and was given
permission to extend his remarks in the
Recorp and include a farewell address
delivered by Capt. John L. Beebe, former
superintendent of the United States
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Maritime Service Training Station,
Sheepshead Bay, N. Y.

Mr. PRICE of Illinois asked and was
given permission to extend his remarks
in the Recorp in two instances and in-
clude articles in each.

Mr. OUTLAND asked and was given
permission to extend his remarks in the
Recorp and include a newspaper article.

Mr. COFFEE asked and was given per-
mission to extend his remarks in the
Recorp in three instances, and include in
each excerpts from newspaper and maga-
zine articles.

Mr. BRADLEY of Michigan asked and
was given permission to extend his re-
marks in the Recorp in two instances; to
include in one a radio address delivered
by him, and in the other a letter from
former Governor Chase S. Oshorne, of
Michigan.

Mr. KUNEKEL asked and was given
permission to extend his remarks in the
Recorp and include excerpts from a radio
address delivered by him.

PERMISSION TO ADDRESS THE HOUSE

Mr. STEFAN. Mr, Speaker, I ask
unanimous consent that on Wednesday
next, at the conclusion of the legislative
program of the day and following any
special orders heretofore entered, I may
be permitted to address the House for 25
minutes.

The SPEAEER. Is there objection to
the request of the gentleman from Ne-
braska?

There was no objection,

Mr. EUNKEL. Mr. Speaker, I ask
unanimous consent that on Tuesday
next, at the conclusion of the legislative
program of the day and following any
special orders heretofore entered, I may
be permitted to address the House for 15
minutes. )

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

There was no objection.

CLIFTON A. WOODRUM

Mr. RICH. Mr. Speaker, I ask unani-
mous consent to address the House for
1 minute, and to revise and extend my
remarks.

The SPEAKER. Is there objection fo
the request of the gentleman from Penn-
sylvania?

There was no objection.

Mr. RICH. Mr. Speaker, I was very

sorry to hear the resignation of the gen--

tleman from Virginia [Crirron A Woob-
rRuM] read a few minutes ago. This
House is going to lose one of the most out-
standing Members I have had the privi-
lege of associating with in the last 10
years. I think Crirr Woobrum is one of
the most capable, one of the most earnest,
and one of the most energetic individuals
that we have had in the House of Repre-
sentatives since I came here. If there is
anyone that I would want to follow as a
parliamentarian and as a good debater, I
think it would be CrLirF Woobrum. He
has been one of the grandest men that I
ever knew, and I think that this House is
going to lose one of the finest men that it
has ever been my privilege to associate
with while in the House of Representa-
tives. We are sorry to see him go away
from the House of Representatives, and
we wish him Godspeed in any of his un-
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dertakings, and wish him happiness, good
health, and much prosperity.

EADIO NEWS COCMMENTATORS

Mr. HOLMES of Massachusetts. 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 Mas-
sachusetts?

There was no objection.

Mr. HOLMES of Massachusetts. Mr.
Speaker, there have been recent refer-
ences on the floor of the House to radio
news commentators and in general the
observations of Members of this bedy
have been critical. Perhaps a word of
commendation for a radio news program
of very exceptional quality is in order.
I refer to the General Electric's Voice of
Washington news summary we hear
every morning at 8 o'clock and at 11
o'clock each evening over Station
WOL.,

Many of my colleagues have men-
tioned these particular newscasts to me
and in every instance their straight news
character has been noted and approved.
There is no editorial comment and the
presentation is neither colored by inflec=-
tion nor used as a vehicle for the per-
sonal opinions of the broadcaster. In
fact, the man giving the news on these
General Electrie programs is never men-,
tioned by name.

If we are critical of some of the things
being said over the air when we tune in
to hear the news, we should note this
splendid public service being rendered
by the General Electric Co. with its WOL
news programs and let the sponsor and
the radio station know of our apprecia-
tion. This is the route to go to get
action for radio advertisers who want to
hold their audiences. en they know
we want and appreciate unbiased news
they will soon demand it in news pro-
grams they sponsor and the result will
be a general handling of news on the
radio comparable to the high standards
governing the news columns of our great
newspapers.

Mr. CARLSON. Mr. Speaker, will the
gentleman yield?

Mr. HOLMES of Massachusetts. I
yield to the gentleman from Kansas.

Mr. CARLSON. I concur most hearti-
ly in the remarks just made. As a regu-
lar listener of the Voice of Washington
news program I am very much impressed
with its high quality. I also believe the
General Electric Co. uses eXcellent
judgment in its advertising on the pro-
gram. It is brief, interesting, and digni-
fied and in keeping with the quality of
the news program.

EXTENSION OF REMARES

Mr. JONKMAN and Mr. BUFFETT
asked and were given permission to ex-
tend their remarks in the RECORD.

Mr. McDONOUGH asked and was
given permission to extend his remarks
in the REcorp on atomic energy.

Mr. MILLER of Nebraska asked and
was given permission to extend his re-
marks in the REcorp on the subject of
shotgun shells, and further to extend
his remarks on the subject of continuing
the draft and include a telegram sent to
General Hershey.

Mr. ENUTSON asked and was given
permission to extend his remarks in the

- leaders.
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* REcorp and insert a memorial from the

Board of County Commissioners of Mor-
rison County, Minn.

Mr. VURSELL asked and was given
permission to extend his remarks in the
Recorp and include articles from the _
Washington Post, the Washington
Times-Herald, and the Washington Star.

THE COAL STRIEE

Mr. JONEMAN. Mr. Speaker, I ask
unaninmcus consent to address the House
for 1 minute, anc to revise and extend
my remarks.

The SPEAEER. Is there objection to
the reguest of the gentleman from
Michigan®

There was no objection.

Mr. JONKMAN. Mr. Speaker, the
public, as expressed in many newspaper
editorials a few days ago, wondered why
John Lewis called off the coal strike.
Paragraph 17 of the antitrust laws pro-
vides that they shall not “forbid or re-
strain individual members of such (la-
bor) organizations from lawfully carry-
ing out the legitimate objects thereof.”
I wonder if John Lewis realized that by
his breach of contract to coerce the fore-

.. men into orgenizirg he was not lawfully

carrying out a legitimate object.

I have numerous complaints from my
district that if cold weather sets in early
there will be hardship and suffering he-
cause of the lack of the coal not mined
during the strike.

If such is the case, why does not the
Attorney General take cognizance of this
situation and prosecute John Lewis and
his coconspirators? In that way he
would reach only the racketeer labor
Organized labor as such, which
was opposed to the strike, would in no
way suffer.

UNIVERSAL MILITARY TRAINING

Mr. McDONOUGH. Mr. Speaker, I

ask unanimous consent to address the .

House for 1 minute and to revise and
extend my remarks and include House
Resolution 325. :

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

There was no objection.

[Mr. McDonoucH addressed the House.
His remarks appear in the Appendix.]

GENE SLATTERY OF NORTH PLATTE,

NEBR.

Mr. MILLER of Nebraska. Mr.
Speaker, I ask unanimous consent to ad-
dress the House for 1 minute and to re-
vise and extend my remarks.

The SPEAKER. Is there objection to
the request of the gentleman from Ne-
braska? ;

There was no objection.

Mr. MILLER of
Speaker, we have in my Fourth District
in Nebraska a young man 12 years of
age by the name of Gene Slattery, who
comes from North Platte, Nebr. This
young man has made a worthy contri-
bution to the war effort. He conceived
the idea, when attending one of the auc-
tion sales in North Platte, of selling the
shirt off his back in order to get money
ior the North Platite servicemen’s can-

een, i
The canteen at North Platte is one
of the outstanding canteens of the coun-
try. It has fed over 3,000,000 service-
men, The Union Pacific frains all stop

Nebraska. Mr.
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at this junction point. Towns as far as
160 miles away send delegations and con-
tributions to this canteen. The soldiers
going through are given a cup of cofiee,
a sandwich, or a birthday cake.

Gene Slattery has sold his shirt off
his back 21 times and has raised over
$2,000 for this worthy project. The
shirt was sold at sums ranging from $48
to $201.20. William Jeffers, the presi-
dent cf the Union Pacific Railroad, paid
8105 for one of Gene's shirts—Ilater re-
turning it to Gene. Brig. Gen. B. B.
Miltonberger auctioned one of Gene's
shirts for $187.05. Dr. Dorwart, of Lex-
ington, paid $201.20 for the boy’s shirt.
This young man pulled weeds and earned
$15 with which he bought a wool blanket
and had it auctioned off for $150—all
of the proceeds going to the servicemen’s
canteen. He has raised similar amounts
of money for the Red Cross, the March
of Dimes, the Community Chest, and
other benefits.

Mr. Speaker, this wide-awake young
man has shown ingenuity and vision.
It is young men like him who will make
up the America of tomorrow. May we
have more Gene Slatterys in the Gov-
ernment of tomorrow.

PERMISSION TO ADDRESS THE HOUSE

Mr. DONDERO. Mr. Speaker, I ask
unanimous consent that on Friday, after
the disposition of business on the Speak-
er’s desk and the conclusion of special
orders heretofore entered, I may address
the House for 10 minutes.

The SPEAKER. Is there objection to
the request of the gentleman from Mich-
igan?

There was no objection.

Mr. HALE. Mr. Speaker, I sk unani-
mous consent that today, immediately
after the address by the gentleman from
Mississippi [Mr. Rangin], I be permitted
to address the House for 15 minutes.

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

There was no objection.

EXTENSION OF REMARKS

Mr. SMITH of Wisconsin asked and
was given permission to extend his own
remarks in the Appendix of the RECORD
and to include a speech. _
COMMITTEE ON EXPENDITURES IN THE

EXECUTIVE DEPARTMENTS

Mr. COCHRAN. Mr. Speaker, I ask
unanimous consent that the Committee
on Expenditures have permission to sit
during the session of the House this
afternoon.

The SPEARER. That is, during gen-
eral debate? -

Mr. COCHRAN. During general de-
bate.

The SPEAKER. Is there objection to
the request of the gentleman from Mis-
souri?

There was no objection.

EXTENSION OF REMARKS

Mr. STEVENSON asked and was given
permission to extend his remarks in the
Recorp and include therein a statement
together with a letter.

‘ EMERGENCY LEGISLATION

Mr. GRANT of Indiana. Mr. Speaker,
I ask unanimous consent to address the
House for 1 minute and to revise and
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extend my remarks and include as part
of my remarks a list I have prepared of
emergency Faderal statutes.

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

There was no objection.

[Mr. GranT of Indiana sdaressed the
House. His remarks appear in the Ap-
pendix.]

SELECTIVE SEQVICE

Mr. GAVIN. Mr. Speaker, I ask unan-
imous consent to address the House for
1 minute and to revise and extend my
remarks, and include a letter from Selec-
tive Service Director Lewis B. Hershey.

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

There was no objection.

Mr. GAVIN. Mr. Speaker, some time
ago it was called to my attention that
boys were being called into the service
through selective service before com-
pleting their high-school education, and
I am pleased to say that national head-
quarters of Selective Service System,
Gen. Lewis B. Hershey, Director, has ad-
vised me that on September 19, 1945,
the selective-service regulations were
amended to take care of this situation.

I am placing a copy of Gen. Lewis B.
Hershey's letter in the Recorp, for the
information of the membership:

NaTioNAL HEADQUARTERS,
SELECTIVE SERVICE SYSTEM,
Washington, D. C., October 20, 1945.
The Honorable L, H. Gavin,
House of Representatives.

DEsr Mr. Gavin: I am in receipt of your
letter of October 17 concerning the status of
high-school students.

On Szptember selective-service regula-
tions were amendéd to provide that any per-
son who entered upon a course of instruction
at a high school or similar institution of
learning before he became 18 years of age and
who is ordered to report for induction during
the time he is pursuing such course of in-
struction, shall, upon his request, have his
induction postponed until his graduation
from a high school or similar institution of
learning, or until he ceases to pursue con-
tinuously and satisfactorily such course of
instruction, or until he arrives at the age of
20 years, whichever is the earlier.

Sincerely yours,
Lewis B. Hersuey, Director.

The SPEAKER. The time of the
gentleman from Pennsylvania has ex-
pired.

EXTENSION OF REMARES

Mr. REED of New York asked and was
given permission to extend his remarks
in the Appendix of the Recorp and to in-
clude a newspaper article and also some
quotations.

UNIVERSAL MILITARY TRAINING

Mr. SMITH of Ohio. Mr. Speaker, I
ask unanimous consent to address the
House for 1 minute and to revise and ex-
tend my remarks. .

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

There was no objection.

Mr. SMITH of Ohio. Mr. Speaker,
President Truman in his message yester-
day urged Congress to immediately enact
legislation for oufright compulsory mili-
tary training and nothing else. His at-
tempt to make the people believe that he
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was not asking for compulsory military
training is just plain deception.

Forcing every young man in the United
States between the ages of 18 and 20 into
a military camp for 1 year makes it a
compulsory military program, regardless
of what you label it. Indeed, the Presi-
dent asked for a compulsory military-
training program and something more.
He called for the complete regimentation
of every youth in the 18 to 20 age group
when he asked that those not physically
fit for combat duty be trained in what-
ever war service they could perform.
Surely the people ought to know by this
time that regimentation itself is a part
of the administration's program. Mat-
ters in this respect have not changed.

The Constitution specifically prohibits
compulsory military training. The pro-
gram proposed is opposed to American
tradition. I still believe the principles
of the Constitution to be correct that
adequate defense for the United States
can be provided by a Regular Army, Navy,
and Militia (National Guard) on a vol-
untary basis.

In any event this subject is too vital to
the American people to be summarily dis-
posed of as recommended by the Presi-
dent. If the administration wants com-
pulsory military training it otight to be
willing, in the next election, to go before
the people of the country and tell them
frankly that it wants compulsory military
training and let the voters decide the
matter by amending the Constifution.

PERMISSION TO ADDRESS THE HOUSE

Mr. MARTIN of Massachusetts. Mr.
Speaker, I ask unanimous consent that
the genfleman from South Dakota [Mr.
Case] may be permitted to address the
House for 15 minutes on fomorrow after
the legislative program of the day and
following any other special orders that
may have been entered.

The SPEAKER. Is there objection to
the request of the gentleman from Mas-
sachusetts?

There was no objection.

EDUCATIONAL PROGR.M

Mr. WHITE. Mr. Speaker, I ask unan-
imous consent to extend my remarks in
the REcorp at this point and include the
language in the bill H. R. 4471 which I
have introduced, carrying forward our
educational program.

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

*There was no objection.

Mr. WHITE. Mr. Speaker, in his
memorable address in this Chamber yes-
terday, the President told us “the United
States now has a fighting strength great-
er than at any other time in our history.
It is greater than any other nation in the
world.”

Mr. Speaker, our educational system
and the superiority of the technical
training of the American youth has given
America its preeminence among world
powers. Now that we have won'the war
our country eannot afford to sacrifice the
education of its youth by keeping them in
the armed service when there are so
many citizens who have finished their
schooling available for peacetimme mili-
tary service, In order that all the youth
of this country may take advantage of
their educational opportunity, I have in-
troduced a bill to release them from mili-
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tary service that they may complete their
education.
H. R, 4471

A bill to provide for the discharge or release

of certain persons from the military and

naval forces and to postpone the induction

of others

Be it enacted, ete., That sectidn 5 (f) of
the Selective Training and Service Act of 1940,
as amended, is amended to read as follows:

“(f) Any person between the ages of 18
and 26 who, while pursuing a course of in-
struction at an educational or training insti-
tution, is ordered to report for induction un-
der this act, shall, upon his request, have his
induction under this act postponed until he
has completed his education or training.
The term ‘between the ages of 18 and 26’ shall
refer to men who have attained the eight-
eenth anniversary of the date of their birth,
but who have not attained the twenty-sixth
anniversary of the date of their birth.”

Sec. 2. Any person in the military or naval
forces who desires to resume his education or
tfraining by enrolling in an educational or
training institution, if his education or train-
ing was Impeded, delayed, interrupted, or in-
terfered with by reason of his entrance into
the service, shall, upon aplication, be dis-
charged from or released from active duty in
such forces without delay. Any such person
who was not over 25 years of age at the time
he entered the service shall be deemed to have
his education or training impeded, delayed,
interrupted, or interfered with.

EXTENSION OF REMARKS

Mr. RANKIN asked and was given per-
mission to extend his remarks in the
Recorp and include a newspaper article,

UNIFORM SYSTEM OF BANERUPTCY

Mr. SLAUGHTER. Mr, Speaker, I
call up House Resolution 374 and ask for
its immediate consideration.

The Clerk read the resolution, as
follows:

Resolved, That immediately 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. 4160) to amend &n act
entitled “An act to establish a uniform sys-
tem of bankruptey throughout the United
States,”” approved July 1, 1898, and acts
amendatory thereof and supplementary
thereto, That after general debate, which
shall be confined to the bill and shall con-
tinue not to exceed 2 hours to be equally
divided and controlled by the chairman and
the ranking minority member of the Commit-
tee on the Judiclary, the bill shall be read for
amendment under the 5-minute rule, At
the conclusion of the reading of the bill for
amendment, the Committee shall rise and
report the same back to the House with such
amendments as shall 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. SLAUGHTER. Mr. Speaker, this
is a resolution making in order the
consideration of the bill H. R. 4160,
which is a bill to reform and to mod-
ernize the Bankruptcy Code.

I have no requests for time on this side.
The bill will be explained by members
of the Committee on the Judiciary.

I now yield 30 minutes to the gentle-
man from Michigan [Mr. MICHENER],

Mr. MICHENER. Mr. Speaker, the
importance of the bill which this rule
makes in order is only edqualed by its
technicality. We have a splendid, com=~
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prehensive and effective national bank-
ruptey law. The several parts, provi-
sions, and sentences in such a law must
be so synchronized as to work in perfect
rhythm if the law is susceptible of effec-
tive administration.

The original concept of constitutional
bankruptey has been changed and ex-
panded. By virtue of this amplification,
the work of referees is entirely different
than it was when the law was originally
enacted in 1898. No law of this charac-
ter can be successfully written in a town
meeting, in a mass meeting, or on the
fioor of the House.

The Bankruptey Subcommittee of the
Committee on the Judiciary has pon-
dered these proposed amendments not
only for months but for years. It has
had the assistance of all those groups
and agencies participating in the adniin-
istration of bankruptcy law, as well as
those affected either from the standpoint
of the creditor or the standpoint of the
bankrupt. In fact, I know of no group

" that is opposing this bill, with the possi-~

ble exception of a few referees from the
larger cities who, under existing law,
have very large incomes resulting from
the present fee system. It is only human
nature that these referees, who can real-
ize from $15,000 to $50,000 a year from
bankruptcy fees, should object to a law
that fixes their compensation at not
more than $10,000 a year, or the amount
now received by the Federal judge ap-
pointing the referee and to whom the
referee is responsible.

Mr. Speaker, the author of the bill, the
gentleman from Illinois [Mr. Reepl, who
is a member of the Bankruptcy Subcom-
mittee, and the gentleman from Alabama
[Mr. Hoessl, who is chairman of the
subcommittee, will go into detail in their
explanation. Naturally this will come in
the 2 hours’ general debate provided in
the rule. May I suggest to the member-
ship, however, that it will find a very
complete analysis of the bill in the com-
mittee report which was submitted by the
chairman of the subcommittee, the gen-
tleman from Alabama [Mr. Hoess].
That report is concurred in not only
by the members of the subcommit-
tee but by the members of the whole
Committee on the Judiciary. It should
be a part of the record in this discussion.
I shall, therefore, include it and adopt
the language therein as my analysis of
the bill, The report is as follows:

GENERAL STATEMENT

This bill is almed primarily at setting up
a system of full-time salaried referees to
replace the present system of essentially
part-time referees compensated on a fee basis.

The committee on bankruptcy administra-
tion of the Conference of Sanlor Circuit
Judges has devoted a great deal of time to
this measure during the past 3 years. United
States Circuit Judge Orie L. Phillips, of Den-
ver, Colo., a member of the Conference, is
chairman of that committee. The bill has
the approval of the bankruptcy committee
and the Conference of Senior Circuit Judges,
The report of the bankruptey committee,
made in September 1944, states in part:

“Neither the fee system of compensating
referees nor the indemnity fund system of
providing funds to pay the expenses of oper-
ating the referees’ offices works satisfactorily

because of the violent fluctuations in the

volume of bankruptcy cases. When the vol-
ume is abnormally large, referees’ compensa=
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tion in many instances Is too high and in-
demnity fund balances too large. When the
volume of business is abnormally small,
referees are not adequately compensated, nor
are they able to finance the expenses of their
offices from current business. A fee and in-
demnity system is archaic and impracticable
and should be abandoned in favor of the
referees’ salary system.”

A fee system of compensation is objection-
able for many reasons and has been done
away with in most public offices, State and
National. In many matters that come before
the referee for decision his compensation
will be directly affected by the decision he
reaches. Whether his decision is or is not
affected, it is unfair to place him in this
position.

Under the existing system, due to the great
fluctuation in the volume of business, ref-
erees are poorly paid in many distriets, and it
is becoming increasingly difficult to secure
competent referees. Also, referees are now
required to pay the expense of operating
their offices out of the business coming to
each office. The individual referee's office is
too small a unit upon which to base their
financing. More than 35 percent of the ac-
tive referees have been required to make
advances from personal funds to pay the
expense of operating their bankruptey offices.
These advances have in some instances
reached staggering amounts, and there is no
way to recover these advances should the
referee go out of office. The proposed bill,
through the creation of a national expense
fund, will put the financing upon a national
basis designed to be self-sustaining as under
the present act. There is an immediate
urgency for the passage of the bill.

The present legislation had its inception
in the report released by the Attorney Gen-
eral's committee on bankruptcy administra-
tion early in Japuary 1841, The original
bill, H. R. 4384, was introduced by Represent-
atlve Charles F. McLaughlin, of Nebraska.
After hearings before the Special Bubcom-
mittee on Bankruptey and Reorganization,
the bill was amended, reintroduced, and re-
ported favorably to the House as H. R. 7814
(H. Rept. Ilo. 2666, 77th Cong., 2d sess.).
Identical bills were introduced in the
Seventy-eighth and Seventy-ninth Congresses
by Representative SBam Hosees, of Alabama,
as H. R, 1107 and H. R. 33, respectively. Rep-
resentative CHauncey W. REED, of Illinois,
introduced a similar measure, H. R. 3338, on
May 28, 1945. Extensive hearings were held
on H. R. 33 and H. R. 3338 in June 1945,
following which an amended bill, H. R. 4160,
was recommended favorably to the full com-
mittee,

ENDORSEMENTS

The bill has the unanimous support of all
persons and groups who appeared before the
committee, inecluding the National Bank-
ruptcy Conference, which consists of repre-
sentatives of the American Bar Association,
the American Bankers Association, the
creditor groups, referees, accountants, law
professors, and bankruptcy experts. Also,
this proposed legislation has the active sup-
port of the following:

The Attorney General.

The Conference of Senior Circult Judges.

The Securitles and Exchange Commission.

The Civil Service Commission,

The National Retail Credit Association,

The Commercial Law League of America.

The Bankruptcy Committee of the SBection
on Corporations, Banking and Mercantile
Law of the American Bar Association.

The National Association of Credit Men.

The Bar Association of the City of New
York.

The Minneapolis Assoclation of Credit Men.

The Colorado Bar Association,

The Denver Bar Association.

The Chicago Bar Association.

The Bar Association of St. Louis, and many
others.
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SUMMARY OF THE BILL

Section 1 of the bill amends section 1 of
the Bankruptey Act by adding explanatory
definitions of several new terms recurrently
used in the bill, namely, “circuit,” “senior
circuit judge,” “conference,” “council,” and
“Director.”

The act creating the Administrative Office
of the United States Courts (Public Law No.
299, 76th Cong., 1st sess.) set up the office
of Director and provided for councils com-
posed of the circuit judges of each circnit,
to act as the primary administrative bodies
of the circuit. A considerable portion of
the framework of this bill revolves about
the Administrative Office, particularly those
sections relating to the surveys to be made
to ascertaln the total number of referees
that will be necessary, the territories that
they are to serve, the salaries that they are
to recelve, and the charges which are to be
assessed against estates. It has therefore
been necessary to define these terms.

Section 2 amends section 34 of the act.
The appointment of referees remains in the
hands of the district judges. Where there
is more than one district judge in the terri-
tory, appointments are to be made by a
concurrence of a majority.

The term of office is extended from 2 to
6 years. A referee shall be reappointed upon
the expiration of the term of his office, un-
less there is cause for not reappointing him
by reason of incompetency, misconduct, or
neglect of duty. In the case of a part-time
referee, an additional cause for not reap-
pointing him shall be that his services are
not needed. The security of tenure afforded
by the bill is one of its most important
features. The increase in the length of the
term, together with the provisions on reap-
pointment and removal, should go far to-
ward assuring a competent referee of con-
tinuity in office. The procedure for re-
moval of a referee for cause is set forth in
gection 34c¢. In addition, part-time referees
may be removed at any time if their services
are no longer needed.

The initial terms of the first appolntees

are to be separated into three groups and
the groups have been staggered to expire
every 2 years. All subsequent appointments
and reappointments are to be for a full
term.
Section 3 amends sectlon 356 of the act
and prohibits a referee from holding any
office other than concillation commissioner
or special master under the Bankruptey Act,
provided, however, that a part-time referee
may be a commissioner of deeds, United
Btates commissioner, justice of the peace,
master in chancery, notary publie, or either
a conciliation commissioner or a supervising
conciliation commissioner, but not both. In
practice, this will permit a full-time referee
to serve also as a conciliation commissioner
and as a special master under the Bank-
ruptey Act, but he may not serve as a super-
vising conciliation commissioner. A part-
time referee may serve also either as a con-
cllation commissioner or a supervising con-
ciliation commissioner, but not both. The
changes in clauses 4 and 6 are merely con-
forming changes.

Section 4 amends section 37 of the act.
The bill provides that the Director shall have
1 year within which to make a survey of
the entire country in order to ascertain the
total number of referces needed, the ter-
ritories they are to serve, the salaries they
are to be paid. and the schedules of charges
to be made in asset, arrangement, and wage-
earner cases, keeping in mind a full-time sys-
tem wherever possible. In making these
determinations he is to consider both Na-
tion-wide and local conditions, including the
amounts available for salaries, the areas and
populations to be served, the transportation
and communication facilities, the previous
types and amount of business under this act
in such areas and where such business is
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centered, the existing personnel, and any
other material factors,

The Director and the Administrative Office
are best suited to perform a task of this kind.
The bankruptcy divislon in that office is in
possession of a great deal of the necessary
information, having at hand the necessary
bankruptey statistics and g con-
siderable other data which are essential to a
survey of this kind. The work could be done
thoroughly and impartially, The bank-
ruptcy system needs flexibility, since there
may be a considerable wvariation In the
amount of bankruptcy business from year
to year. It would seem advisable fo entrust
this work to the Conference of SBenior Circuilt
Judges and to the Director of the Adminis-
trative Office.

In the course of making these surveys the
Director is to take into consideration the
views of the district judges, referees, bar
associations, trade assoclations, and any other
interested bodies and individuals. His final
recommendations are to be submitted to the
district judges, the circuit councils and to
the judicial conference. The district judges
will have an opportunity to transmit their
views to their own judicial councils, and
through their own senior circuit judge to
the Conference. Thus the Conference, prior
to making the final determinations, will have
the benefit of the views of the Director and
of all the judges concerned.

Where it is deemed advisable, the Con-
ference may designate a referee to preside
over an area Which lies within more than
one judicial district. While this would un-
doubtedly be unusual, it gives the system
a good deal more flexibility than would
otherwise be possible.

Whenever the office of referee is vacant
the clerk is to notify the Director of such
vacancy. If the vacancy is a permanent
one no appointment to fiil it shall be made
until the judges are authorized to do so
by the Conference. The Conference is em-
powered, in the light of the recommendation
of the Director and of the counclls, to change
the number and territories of referees, pur-
suant to section 37ec. This subdivision per-
mits reductions in the number of referees
to be made only after the office is perma-
nently vacant, A referee can be removed
only pursuant to the provisions of section
34c. However, deaths, resignations, and the
power of temporarily assigning existing ref-
erees from other areas will allow ample
leeway for contracting or expanding the
system as the amount of business may re-
quire.

Section 5 amends section 39 (b) of the
act by prohibiting full-time referees from
practicing law. Active part-time referees and
those receiving retirement benefits will be
permitted to practice law except in pro-
ceedings under this act,

Scction 6 completely rewrites section 40
of the act. The amendments provide for
placing all of the referees upon a salaried
basis with full-time referees receiving be-
tween §3,000 and $10,000 a year. The cost
will be borne by the bankrupt estates. The
amount of the salary is to be fized by the
Judicial Conference, after it has received
the recommendations of the Director, the
distriet judges, and the councils. The maxi-
mum salary for part-time recferees has been
fixed at 2,500, a sum &lightly below the
minimum for a full-time man. In fixing
the amount of salary to be paid, considera-
tion is to be given “to the average number
and types of, and the average amount of
gross assets realized from, cases closed and
pending in the territory which the referee
is to serve, during the last preceding period
of 10 years, and to such other factors as
may be material.” .

Subdivision b of this section is aimed at
assuring a referee that he will receive,
throughout his term as referee, the minimum
amount of salary fixed for him at the time
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that he originally takes office. It would be
difficult to induce a man to forego a well-
established law practice and to accept cffice
as referee if he were not to be assured of at
least his starting salary. The security of
tenure provided by the provisions on reap-
pointment and removal would mean little if
the referee could be forced out of office by a.
marked decrease in his salary. The com-
mittee does not believe that this provision
will prove either unduly expensive or make
the act too inflexible, for the Conference can
expand or consolidate the territory of a
referee and can make a redetermination of
the salary to be pald whenever the office be=
comes vacant,

The proviso at the end of subdivision b is
intended to discourage frequent small
changes in the salaries of referees. It should
be noted, however, that the salaries of part-
time referees can be changed at any time and,
subject to the prescribed maximum, in any
amount,

The present act and the general orders con-
template reimbursement to the referee for
actual expenditures through the promulga-
tion of local indemnity rules fixing the
charges to be made against bankrupts and
their estates for the payment of expenses. As
heretofore pointed out, the individual
referee’s office is too small a unit of operation
and this, together with the fluctuations in
the volume of business, has made it necessary
for many referees in times of low volume to
personally advance substantial sums to pay
their official expenses. Such a system is un=
sound and cannot be justified in the opera-
tion of any court. In some districts this
situation has been met by abnormally high
expense charges, both to the bankrupts and to
their estates where assets are administered.
This has resulted in wide variations in the
amounts charged for expemses. The uni-
formity of bankruptecy administration con=-
templated by article 1, section 8, clause 4,
of the Constitution has not been accom-
plished in this regard.

Two principal changes to improve this
situation have been mede in the pending
legislation. Firstly, it is intended to simplify
the charges for referees’ expenses and com-
pensation so that they will be easy of com-
putation and uniform throughout the coun-
try. Secondly, it is intended to finance the
bankruptey system on a Nation-wide basis
and thus relieve the referee of the responsi-
bility of financing his office as an individual
unit.

The bill contemplates a simplified system
based upon two essential levies: (1) a fixed
filing fee, and (2) an additional fixed charge
in asset, arrangement, and wage-earner cases
according to the size of the estate. These
charges will replace the present varied and
often complex ones. The compensation and
expense charges can be automatically com-
bined since the bases prcbably will be the
same, and they have the additional merit
of being readily ascertalnable and easily ccl-
lectible. Each ecase will bear part of the
cost and the asset cases, which generally re-
quire the most attention, will pay a larger
proportionate share. The system will be
uniform throughout the ccuntry and will be
based on a national operation rather than
the individual referee's office.

Paragraph (4) of section 40c provides for
the creation of two trust funds in the Treas-
ury of the United States. One is to contain
the recelpts from referecs’ compensation in-
cluding any fees and allowances earned by
the referces while acting as conciliation
commissioners or special masters under the
act, and it is to be utilized for the payment
of their salaries. The other is to contain the
funds collected for referees’ expenses and is
to be utilized to pay the salaries of their
clerical assistants, office, travel, and general
overhead expenses. If there be any de-
ficiency in these revolving funds, the Treas-
ury is to make the payments due out of the
general funds of the United States. When-
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ever it becomes necessary, the Director is to
adjust, with the approval of the conference,
the schedules of additional charges in as-
set and other cases, so that réimbursement
may be made to the Treasury as soon as the
appropriate fund creates a surplus.

It is intended that the total amount of
fees and allowances to be collected for
referees’ compensation and for their expenses
will approximate, respectively, the total
amount of the salaries of the referees in
active service and the total amount of their
expenditures on a yearly basis. The Direc-
tor is authorized to raise or lower the charges
once a year if necessary, but in an amount
which is not to total more than 10 percent
of the previous year's collections. In this
way, so far as the Government is concerned,
the system will be self-sustaining over a pe-
riod of years, as it is at present.

Paragraph (3) of sectlon 40c provides for
charges for special services by the referees
such as certifying records, supplying tran-
scripts, and similar services. The charges,
fixed by the Director and the conference, are
to be collected by the referee and transmitted
by him to the clerk for deposit in the ref-
erees’ expense fund in the Treasury.

Bankrupts today pay $25 to the clerk of the
court at the time each petition is filed, $15 of
which goes to the referee and $10 remains
with the clerk. Investigation discloses that
the $10 retained by the clerk for his bank-
ruptcy services are greater in proportion than
amounts which he collects for other services,
The amount retained by the clerk for his
services has been decreased to $8 by section
52a. Paragraph (1) of section 40c increases
the amount to be paid into the United States
. Treasury for the referees’ salary fund to $17,
leaving the total amount of these two items
the same as under the present act. This
paragraph further provides for the payment
of $15 in each estate for the referees’ expense
fund. It also abolishes the so-called pauper
petitions. Under the existing statutory pro-
visions a bankrupt is permitted to file a peti-
tion without the payment of any filing fees
where he accompanies it with an affidavit
indicating his inability to pay them. In such
instances, howzver, many of the referees have
later collected the filing fees in installments
from the bankrupts. It is deemed desirable,
in lieu of the present widespread practice of
demanding payment ultimately, to abolish
pauper petitions, It seems more advisable to
provide for installment payments in meri-
torious cases and to leave the exact procedures
for incorporation in the general orders of the
Bupreme Court. This as the additional
merit of permitting future modifications as
experience develops in a relatively simple and
direct fashion.

Paragraph (56) of section 40c leaves to the
distriet judge or judges the task of allocating,
from funds on hand for pending cases, the
amounts due the referees for services ren-
dered and expenses incurred in such cases
prior to the inauvguration of the new system.
After the inauguration of such system, the
judge or judzes are also to decide whether
any subsequent charges should be made
against these pending cases for services to be
rendered, keéeping in mind the payments al-
ready made and the new schedules of charges
as fized by the Director,

There will undoubtedly be a considerable
amount of money transmitted to the Treas-
ury from the filing fees and indsmnity funds
of perding cases which have not been fully
administered. To this will be added the filing
fees of all the new cases filed, so that it would
seem that there will be sufficient funds on
hanrd for the payment of the referees’ salaries
and expenses under the new system, with
very little nesd for initial financing from the
Treasury. :

The committee believes that in order to
attract competent lawyers as referees the
salary system should contaln, as an integral
part of it, some provision for retirement
beonsfits,  Accordingly, section 40d (1) ex-
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tends to all referees and their employees the
benefits granted to officers and employees in
the judicial branch of the United States
Government under the Civil Service Retire-
ment Act of May 29, 1930, as amended. This
places the referees and their employees on the
same retirement basis as United States attor-
neys, clerks of the United States courts,
United States marshals and their employees.
Gross salaries are therefore subject to an an-
nual 5-percent deduction and the same bene-
fits will be received as are now accorded to
other officers and employees in the judicial

. branch of the Government. Aside from the

payments similar to those made by the Gov-
ernment to all other persons receiving bene-
fits under the Civil Service Retirement Act,
the retirement provisions of this bill will in-
volve no expense to the Government.

Provision has been made by section 40d.(2)
to utilize the services of retired referees In
the event that the referee is desirous of work=-
ing and he is called upon by a district judge.
The retired referee does not, by this service,
return to his salary status; he continues to
receive only his retirement allowance. On the
other hend, regular collections for the
referee’s salary fund and expense fund are
to be made from each of the estates which
he administers.

Section 7 amends section 43 of the act.
When a vacancy occurs in the office of a
referee, or when its occupant is absent or dis-

qualified to act, the clerk of the district court ~

shall so notify the Director. In any such
case, another referee may be designated by
the judge, or the council may designate an-
other referee from the same circuit, or the
Conference may designate another referee
from another circuit, to act. A permanent
vacancy shall not be filled by a new appoint-
ment unless it is suthorized by the Confer-
ence. The provisions of this section provide
the widest possible latitude for the fullest
utilization of the available referee personnel,
and are in accord with the recent trend of
having Federal judges from areas with little
business assigned to others which are behind
in their calendars, to assist in the more
prompt dispensation of justice.

Bection 8 amends section 51 of the act,
The changes made are merely conforming
ones. They place the duty upon the clerk of
collecting the various fees and allowances faor
the referees’ compensation and expenses, and
of transmitting the sums collected to the
United States Treasury for deposit in the re-
spective salary and expense funds.

Section 8a amends section 52 as above re-
ferred to:

Saction 9 amends section 53. As revised,
secilon 53 imposes upon the Director the duty
to gather all statistics in regard to the opera-
tion of the act and to make annual reports
thereon to Congress, a function that he is
now performing in accordance with the act
creating his office. It is advisable not to
enumerate in detail the exact nature and
type of the statistics to be gathered, although
it this is thought desirable such enumera-
tion may be later specifizd in the general
orders of the Supreme Court. Undoubtedly,
with the creation of the Bankruptey Divi-
sion in the Administrative Office, a gocd deal
more attention will now be given to this
feature and many changes will be necessary
from time to time as experience indicates
the need for them. The inclusion of the
fiscal information on the operation of the
referee’s salary and expense funds will give
some indication of the efficacy of the opera-
tion of the system,

Section 10 repeals section 54, as amended.
The present section 54, which gives to the
Attorney General the power to request in-
formation from subordinate bankruptcy coffi-
cials to assist him in compiling the statisti-
cal data required by section 53, is repealed.
The Director is now compiling these statis-
tics and he already has the requisite author-
ity to request such information pursuant to
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section 304 (7) of chapter XV of the Judicial
Code.

Section 11 amends section 62 of the act.
The primary purpose of the amendments is
to secure uniform supervision, together with
standard auditing and bookkeeping pro-
cedure, by bringing all of these expenditures
within the jurisdiction of the Director. This

is most necessary, for in order to fix the

expense charges provided for by section 40c,
he must of necessity have some control over
the total amount of expenditures. The com-
mittee is of the firm belief that this will
undoubtedly result in far better working
conditions and equipment for most of the
referees than is possible under the existing
system.

The provisions of paragraph (1) are identi-
cal with those now found in present section
62a, except that the words “other than ref-
erees'’ have been inserted. This section pro-
vides that the court shall examine and ap-
prove the accounts of all officers “other than
referees.” Obviously the referee should not
audit his own accounts.

Paragraph (2) of this subdivision places all
office and other expenditures under the super-
vision of the Director of the Administrative
Office, and is merely a logical extension of the

. jurisdiction that he now exercises over the

clerks of the district and cireuit courts, pro-
bation officers, and other judicial personnel.
In fixing the salaries of the referees’ clerical
and other assistants, tha Director is to take
into consideration the classifications for simi-
lar work in the offices of the clerks of the

" district courts so that they may be as nearly

uniform as possible. Provision is also made
for unusual cases that may require prompt
action by the referee, such as may occur when
a very large business or corporation files a
petition. In such instances, expenditures
may be authorized by the district judge in
the event that it 1s not feasible to secure
the prior authorization of the Director.

The authorization for the employment of
clerical assistants by the referee in paragraph
(3) follows similar provisions by which the

_clerks of the Federal courts employ their

assistants upon the authorization of the Di-
rector. The inclusion of these provisions will
permit the referees to utilize to a consider~
able extent their present skilled personnel,

" as well as give them a free hand in select-
~ing and in discharging their subordinates. '

Paragraph 4 grants the franking privilege
to referees and special masters under the
act. The phraseology used is almost identical
with that employed in section 75s (4), ac-
cording a similar privilege to conciliation
commissioners.

Travel, lodging, and subsistence expenses
of referees and their assistants are set out
in subdivision b of section 62. Again, such
expenditures are to be subject to the authori-
zation and approval of the Director. Para-
graph (1) is patterned after a similar provi-
sion for Federal judges, although the maxi-
mum is to be §7 a day as contrasted with
$10 for the latter. No provision is made for
a per diem for referees, again following the
practice with respect to the district judges.

The assistants of referees are to be treated
the same as regular governmental employees
in the executive branch of the Government,
with the present §6 mazimum per diem al-
lowance for expenses. The Director, however,
can fix such lower limit for various classi-
fications of assistants as he sees fit.

Ssction 12 amends section 64a (1) of the
act by according to the fees for the referees'
salary and expense funds, priority as an ad-
ministration expenze, on a parity with the
other items set forth in that clause.

Section 13 amends section 72 of the act
by reiterating that salaries shall be full com-
pensation for referees and that allowances

_ to them while acting as conciliation commis-

sioners or special masters under the act, shall
be.covered into the Treasury. However, part-
time referees may retain their earnings as
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United States commissioners and as super-
vising coneciliation commissioners as addi-
tional compensation.

Bection 14 amends section 117 of the act,
by emphasizing the advisability of making
the special references under chapter X to
the referees rather than to outsiders, except
in unusual circumstances.

Sections.15, 16, and 17 amend sections 624
(3), 633 (2), and 659 (1) and (3) of chapter
XIII of the act (wage-earner plans), by con=-
forming changes. The amended sections deal
with the fees for services and expenses of
referees in wage-earner proceedings.

Section 18 provides that sections 1 and 10
of the amendatory act, and so much of sec-
tion 4 as amends section 37b, shall become
effective when the bill is enacted. The other
provisions shall become effective 60 days after
the conference has promulgated its imitial
determinations.

Sectlon 19 contains the customary safe-
guards regarding repeal of inconsistent pro-
visions, and the severability of provisions
which may be invalidated.

I ask unanimous consent to revise and
extend my remarks.

The SPEAEER. Is there objection to
the request of the gentleman from Mich-
igan?

There was no cbjection.

Mr. SLAUGHTER. Mr. Spesker, I
move the previous question.

The previous question was ordered.

The SPEAKER. The question is on
agreeing to the resolution.

The resolution was agreed to.

Mr. HOBBS. Mr. Speaker, I 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. 4160) to amend an act
entitled “An act to establish a uniform
system of bankruptcy throughout the
United States,” approved July 1, 1898, and
acts amendatory thereof and supple-
mentary thereto.

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. 4160, the ref-
erees’ salary bill, with Mr. PricE of Flor-
ida 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 CHAIRMAN. The gentleman
from Alabama [Mr. Hoess] is recognized
for 1 hour, and the gentleman from New
gork [Mr. Hancock] is recognized for 1

our.

Mr. HOBES. Mr. Chairman, I yield to
the distinguished chairman of our com-
mittee, the gentleman from Texas [Mr.
SumMrers], 5 minutes.

Mr. SUMNERS of Texas. Mr. Chair-
man, the Committee on the Judieciary is
fortunate in its selection of a subcom-
mitte on bankruptey, of which the gen-
tleman from Alabama [Mr. Hoess] is
chairman, This committee has given a
great deal of time, attention, and valu-
able constructive service toward mod-
ernizing the bankruptcy laws of this
country. It is my understanding that
the report on this bill from this subcom-
mittee was unanimous and the report of
the Committee on the Judiciary was
unanimous. The bill will be fully ex-
plained by the members of the subcom-
mittee on bankruptcy.

Mr. Chairman, I yield back the bal-
ance of my time.
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Mr. HOBBS. Mr. Chairman, I yield
myself 5 minutes.

Mr. Chairman, there is but little ne-
cessity for talk on this bill other than
by its distinguished author, the gentle-
man from Illinois [Mr. ReEp], and by
his colleague, the distinguished gentle-
man from Michigan [Mr. MICHENER],
for such contribution as he may care to
make, and by our other two able mem-
bers of the subcommitiee on bankruptey,
the gentleman from Tennessee [Mr.
KerFauver] and the gentleman from Illi-
nois [Mr. Gorsgil. That is said not by
way of seeking to shut off anyone else
who may care to talk about this bill, for
the more talk about this bill the better
the House will understand and like it.

Mr. Chairman, this bill was reported
unanimously by the subcommittee on
bankruptcy and by the full Committee
on the Judiciary, and is wholeheartedly
supported by 40 organizations the Nation
over who have something to do with
bankruptey. A brief collation of a few
of them is set out in the report.

This bill has the approval of the At-
torney General of the United States, the
Conference of Senior Circuit Judges of
the United States—of which Chief Jus-
tice Stone is chairman—the Securities
and Exchange Commission, the Civil
Service Commission, the National Re-
tail Credit Association, the Commercial
Law League of America, the bankruptey
commitiee of the Americar Bar Associa-
tion, the National Asscciation of Credit
Men, and many bar associations which
have given it special study. We feel that
a brief explanation of what it does is
sufficient to sell it to every hearer.

It creates both full-time and part-time
referees in bankruptcy, and they have
been elevated to a judicial position rather
than a subordinate position. It strikes
the shackles of the administration of
the bankruptcy law in the form of the
fee system from the referees and their
offices and puts them on a salary basis,
without cost to the Government based
upon the fact that we have wiped out
the exorbitant earnings of some referees
in the larger districts but putting a ceil-
ing of $10,000 on the largest salary. In-
stead of some making $100,000 a year
in fees, in flush times, no referee may,
after this bill becomes law, make more
than a salary of $10,000.

We respectfully submit that while
many of them think that is a hardship,
we do not believe that the creature
should make more than his creator in a
legal sense. If the United States district
judze who appoints the referee is limited
to a $10,000 salary, we think that any
referee of his creation might be able to
get along on that figure. So it is with
confidence, and with no opposition that
we bring to the floor today this bill upon
which we have worked for 3 years with
expert advice from the leaders of bank-
ruptey thought in the Nation.

Mr. Chairmai, I yield to the distin-
guished ranking Republican member of
our committee, the gentleman from New
York [Mr. Hawcockl, who will take
charge for the purpose of introducing the
author.

Mr. HANCOCEK. Mr. Chairman, so
far as I know fhere is no opposition to
this bill and there should not be any.
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For many years, at least 10, efforts have
been made to reform the referee system
in bankruptey, to improve the procedure,
and eliminate abuses.

A number of bills have been introduced
on this subject, but in every case until
H. R. 4160 came before us there were ob-~
jectionable features which incurred
strong opposition. Apparently the Sub-
committee on Bankruptcy of the Judiciary
Committee has written a bill which suits
all the groups concerned with bhankrupt-
cy matters. As the gentleman from Ala-
bama has pointed out, it has the support
of the Department of Justice, the circuit
and district court judges, the bar asso-
ciations, the credit associations, and the
referees themselves.

Let me say here that we are indebted
to the gentleman from Alabama for the
splendid work he has done on this legis-
lation and I should include also the mem-
bers of his subcommittee, the gentleman
from Tennessee [Mr. KeFauver], the gen-
tleman from Illinois [Mr. Gorskil, the
gentleman from Michigan [Mr. MicH-
ENER], and the gentleman from Illinois
[Mr. Reen]l. We are also indebted to pre-
vious chairmen of that subcommittee. I
refer particularly to Mr. McLaughlin, of
Nebraska, and Mr. Chandler of Tennes-
see, former able and distinguished col-
leagues of ours.

Briefly, the principal features of the
bill provide for putting the referees in.
bankruptcy on a full time basis and pay-
ing them fixed salaries, thereby eliminat-
ing the objectionable fee system. It
makes these referees eligible for retire-
ment under the United States Civil Serv-
ice Retirement Act. It virtually gives
them life tenure. Although appeintment
is for 6 years, reappointment cannot be
denfed them except for misconduct, in-
competency or neglect of duty. It also
provides a modern, businessiike methed
of meeting the expenses of the referees’
courts in bankruptey.

‘The only cbjection which can be raised
is that the bill will practically freeze in
office for life a considerable number of
referees who were appeinted more for
their political connections and influsnce
than for their judicial capacity. That,
however, is not a valid argument against
a bill otherwise meritorious,

For the sake of the record the hill
ought to be explained in detail. For that
purpase I yield to the distinguished gen-
tleman from Illinois [Mr. Regn], the au-
thor of the bill, 15 minutes.

Mr., REED of Illinois. Mr. Chairman,
bankruptcy has been termed a ‘“‘gloomy
and depressing subject” and has often
been characterized as a necessary evil in
any modern system of jurisprudence.
Goethe once said:

Let us live in as small a circle as we will,
we are either debtors or creditors bafore we
have had time to look arcund.

Whenever the relationship of debtor
and credifor exists, some may always be
found who either cannot or will not meet
their obligations. Such persons are
either unfortunate or dishonest. The
laws of ancient days deemed insolvent
debtors as criminals and the Romans
permitted creditors to infiict upon them
both physical torture and death. Prob-
ably the first bankruptcy statute known
to man, was enacted during the time that
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Julius Caesar guided the destinies of
ancient Rome. It was a one-sided stat-
ute and permitted debtors to escape pun-
ishment by surrendering to their cred-
itors all of the property of which they
were possessed. It did not discharge the
debts but merely avoided the penalties.

In England debt was also considered a
crime and subjected the offender to im-
prisonment. It was to escape such se-
verity of English laws that shiploads of
its citizens were willing to go forth from
the mother country and start life anew
amid- the hazards and dangers of the
pioneer settlements along the eastern
seaboard of North America. The first
bankrupicy statute enacted in England
came into being in 1542 during the reign
of Henry VIII. Like the Roman law en-
acted about 1,600 years previous, it too,
was a one-sided piece of legislation. Un-
like the law of Caesar which permitted
only the debtor to invoke iis protection,
the British statute was enacted for the
benefit of crediors and merely provided
for an equal distribution of the debtor’s
property without releasing him from his
debts. It was not until 1705 during the
reign of Queen Anne that England placed
on its statute books a bankruptcy law
that served the twofold purpose of dis-
charging a debtor from his obligations
upon the surrender by him of his prop-
erty for the benefit of his creditors.

Very little is found in the debates of
the Constitutional Convention of 1787
relative to this subject. The -clause
subsequently embodied in article IIT, sec~
tion 8, of the United States Constitution
granting to Congress the power “to estab-
lish uniform laws on the subject of bank-
ruptcies” was proposed by Mr. Charles
Pinckney, of South Carolina, and re-
ferred to a committee of which Mr. John
Rutledee, also of South Carolina, later
Chief Justice of the United States, was
chairman. Upon a favorable report it
was agreed to with scant debate. Mr.
Roger Sherman, of Connecticut, observed
that “bankrupicies were in some cases
punishable with death by the laws of
England” and stated “that he did not
choose to grant a power by which that
might be done here.” Mr. Gouverneur
Morris, of Pennsylvania, said that “this
was an extensive and delicate subject”
but that “he would agree to it because
he saw no danger of abuse of the power
by the Legislature of the United States.”
Connecticut, Mr. Sherman’s State, cast
the only negative vote on the adoption
of this clause. James Madison in the
Federalist—No. 41—said:

The power of establishing uniform laws of
bankruptcy is so intimately connected with
the regulation of commerce, and will pre-
vent so many frauds where the parties or
their property may lie, or be removed into
different States, that the expediency of it
seems not likely to be drawn into question.

He doubtless had in mind the fact that
at that time only two States, Pennsyl-
vania and Rhode Island, had bankruptey
laws in force and without a Federal en-
actment, it would be a simple matter to
defraud one’s creditors by removing as-
sets into States where local laws were
nonexistant.

Irrespective of the adoption of the
Constitution and power granted therein
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“to establish uniform laws on the subject
of bankrupteies,” no such power was
exercised by Congress until 1800, 11 years
after the organization of the Government
and then only after three successive
panies or business depressions which in-
volved millions of dollars and caused such
prominent men as Robert Morris to be
imprisoned for debt for 3 years and Jus-
tice James Wilson of the United States
Supreme Court to remove to North Caro-
lina in order to escape imprisonment for
debt in his own State of Pennsylvania.

The act passed by Congress in 1800
was repealed in 1803. It provided only
for involuntary bankrupicies and was
limited to traders. In 1841 a new law
providing for voluntary, as well as invol-
untary proceedings and applying fo
traders, bankers, factors, brokers, under-
writers, and marine insurers was enacted
but this, too, was repealed 2 years later.
In 1867 Congress passed its third bank-
ruptey statute which remained on the
statute books until 1878 when it, too, was
repealed. Nothing was then accom-
plished until 1898 when a comprehensive
bankruptey statute was enacted, which,
though several times amended, remained
continuously in force uniil superseded
by the Chandler Act of 1938. Sponsored
by our distinguished former colleague,
Hon. Walter Chandler, of Tennessee, this
law has been acclaimed by lawyers, ju-
rists, and businessmen generally as one
of the most worth-while accomplish-
ments of the American Congress in the
past decade. It was the result of many
years of intensive study by the Commit-
tee on the Judiciary of this House, ably
assisted by the counsel and advice of
representative groups of businessmen,
labor organizations, and leaders of the
bench anl bar.

The year following the enactment of
this legislation, Attorney General Frank
Murphy appointed a committee of which
Solicitor General Robert H. Jackson was
chairman, to make a thorough study of
the administration of the Bankruptcy
Act. Upon the elevation of Mr. Murphy
to the Supreme Court and the appoint-
ment of Mr. Jackson as Attorney Gen-
eral, Dean Francis M. Shea, of the Uni-
versity of Buffalo Law School, was made
chairman, The committee made a
thorough and intensive investigation and
on December 16, 1940, made a compre-
hensive report of its findings and recom-
mandations. Briefly it urged a strict
supervision of the fiscal responsibilities
of referees and advised that the appoint-
ment, tenure of office, and compensation
of these officials be modified. A bill to
attain these results was introduced in
the Seventy-seventh Congress by an-
other of our distinguished former col-
leagues, Hon. Charles F. McLaughlin, of
Nebraska. After hearings by the Spe-
cial Subcommittee on Bankruptcy and
Reorganization, it was amended, re-
introduced, passed upon favorably by
the Committee on the Judiciary and re-
ported to the House. Identical bills
were introduced in the Seventy-eighth
and Seventy-ninth Congresses by the
gentleman from Alabama [Mr. Hoess]1.

In the meantime the Conference of
Senior Circuit Judges gave this matter
considerable study and offered many
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suggestions which seemed pertinent and
practical. A new bill was introduced
and after hearings and amendments was
reintroduced and favorably reported to
the House, It is that bill which we nuw
have before us for consideration. It
carries not only the approval of your
Committee on the Judiciary but also
that of the Attorney General; the Con-
ference of Senior Circuit Judges; the
Securities and Exchange Commission;
the Civil Service Commission; the Na-
tional Retail .Credit Association; the
Commercial Law League of America; the
bankruptcy commitiee of the section on
corporations, banking and mercantile
law of the American Bar Association;
the National Association of Credit Men;
the Bar Association of the City of New
York; the Minneapolis Association of
Credit Men; the Colorado Bar Associa-
tion; the Denver Bar Association; the
Chicago Bar Association; the Bar Asso-
ciation of St. Louis, and many others.

The Chandler Act like the one which
preceded it, authorizes the appointment
of referees in bankruptcy by the several
district courts. These officials hold office
for terms of 2 years, are eligible for re-
appointment and are likewise subject to
removal upon the discretion of the dis-
cretion of the district judge. Their com-
pensation consists of fees derived from
the bankrupt estates referred to them
for adjudication. Their functions are
complex, being both judicial and ad-
ministrative. They act as an arm of the
court, passing on the claims of creditors,
schedules of properties of bankrupts,
wage-earner plans, priorities, dividends,
and a vast number of other duties. They
grant, deny, and revoke discharges,
swear witnesses, consider testimony, ap-
prove bonds and, in fact, act as assistant
judges in matters relating to bankrupt-
cies. It is essential, therefore, that per-
sons selected as referees should be of the
highest character and have the legal
training and judicial capacity to render
intelligent and impartial service to the
creditors, the bankrupt and the court.
Uncertainty of tenure is a deterrent to
attaining this objective. The bill now
before us retains the right of appoint-
ment in the district judges but increases
the term of office from 2 to 6 years. It
likewise provides that any referee thus
appointed shall, upon the expiration of
his term, be reappointed unless found to
be incompetent, neglectful of his duty or
guilty of misconduct. It offers no pro-
tection to bad referees but insures good
ones against summary dismissal for per-
sonal or political reasons.

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

Mr. REED of Illinois. I yield.

Mr. SPRINGER. The distinguished
gentleman from Illinois just made men-
tion of the fact that the referees who
were appointed would be prohibited from
practicing law. Under this measure,
would the referee so appointed be pro-
hibited from practicing generally or
would the prohibition be limited only to
bankruptcy cases?

Mr. REED of Illinois. The full time
referees would be prohibited from prac-
ticing law entirely.
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Mr. SPRINGER. They would not be
permitted to engage in the practice of
law under any circumstances?

Mr. REED of Illinois. That is correct.

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

Mr. REED of Illinois. I yield.

Mr. HOWELL. Throughout the United
States, the majority of referees in bank-
ruptcy are part-time referees. What
provision does the bill make with refer-
.ence to the practice of law by part-time
referees?

Mr. REED of Illinois. That does not
affect the part-time referees. Only the
full-time referees are prohibited from
practicing law.

Mr. HOWELL. Of course, they would
not be permitted to practice in cases in
which they are interested?

Mr. REED of Illinois. None of them
are permitted, of course, to engage in
the bankruptey practice.

Mr. HOWELL. It does not prohibit
them from practicing law generally in
the district court in which they may re-
ceive appointment so long as they are
not in matiers pertaining to bank-
ruptey?

Mr. REED of Illinois. That is correct.

Mr. ROESION of Eentucky. Mr.
Chairman, will the gentleman yield?

Mr. REED of Ilinois. I yield.

Mr. ROBSION of Kentucky. Has the
gentleman explained the situation where
some referees under the fee system make
as much as $100,000 a year?

Mr. REED of Illinois. I will explain
that in just a few moments.

Mr. ROBSION of Eentucky. I wish
the gentleman would also point out that
this would greatly lessen the number of
referees and would be a saving of the
tapayers’ money.

I thank the

Mr. REED of Illinois.
gentleman.

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

Mr. REED of Illinois. I yield.

Mr. HANCCCE. With reference to
part-time referees, has the gentleman
informed the committee that part-time
referees will be eligible to act as United
States Commissioners in addition to
their duties as part-time referees?

Mr. REED of Illincis. That is correct.
The bill specifically provides for that.

This bill contemplates a drastic reduc-
tion in the number of referees and the
creation and maintenance of a system
whereby such cfficials shall devote their
entire time to the duties of their offices,
shall not be permitted to practice law or
engage in other business and shall be paid
salaries rather than depend upcn com-
missions for their compensation. The
Director of the Administrative Office of
the United States Courts is required,
within 1 year, and from time to time
thereafter, to make a careful study of the
general bankruptey litigation in the
country as a whole and in each judicial
district thereof. From such survey he
shall recemmend to the district judees,
the council of circuit judges for each cir-
cuit and the conference of senior circuit
judges, the number of referees required,
the territory they shall serve, the salary
they should receive and the schedule of
charges to be made in asset, arrangement,
and wage-earner cases. e shall likewise

CONGRESSIONAL RECORD—HOUSE

recommend the appointment of part-
time referees in territory where the busi-
ness in bankruptey courts is not sufficient
to justify the appointment of a full-time
official. Full-time referees shall be paid
salaries of not less than $3,000 per annum
nor more than $10,000. Part-time ref-
erees shall be paid not more than $2,500.
The final determination of these recom-
mendations is made by the conference of
senior circuit judges who will have the
benefit of advice from the councils of
circuit judges, who in turn will have had
the views and recommendations of the
various distriet judges of their respective
circuits.

The fees from which the referees’ com-
pensation is now derived will remain un-
cianged but instead of being retained
by the referees, they shall be deposited
in the United States Treasury where a
revolving fund is created out of which
their salaries will be paid in monthly
installments.

Likewise the moneys now collected
from bankrupt estates for referees’ ex-
penses shall be collected as heretofore
but shall also be turned over to the
Treasury into another revolving fund out
of which referees shall receive their ex=
penses. Inasmuch as referees’ compen-
sation and expenses are now borne wholly
from the assets of bankrupt estates, it is
not unreasonable to presume that the
proposed system will be self-sustaining.
Such is the opinion of the Director of the
Administrative Office of the United States
Courts. _

Lastly, this bill contains a retirement
clause and accords to referees and their
employees the benefits granted to officers
and employees in the judicial branch of
the Government under the Civil Service
Retirement Act of 1930. It places them
in the same category as United States
attorneys, clerks of the courts, United
States marshals, and their employees.

These are the principal features of the
legislation now before us, It is the sin-
cere opinicn of the various groups and
organizations that have studied this
problem over a period of many years that
the Chandler Act as amended by the
provisions of this bill will be greatly
strengthened and the administration of
bankruptey in the United States courts
will attain a high level of efficiency. If
such can be accomplished the debtor and
creditor will alike be benefited. The
inequities of the present system are all
too patent. Itisabsurd to ascertain that
in many cases referees receive remuner-
ation far greater than that of the judges
who appointed them and in other in-
stances their fees do not compare with
the wages of a salesgirl at a ribbon coun-
ter. Certainly the reduction of the num-
ber of referees and the certainty of defi-
nite salaries, determinate tenure of office;
and retirement benefits will attract com-
petent lawyers to a career service in the
bankruptcy courts.

The CHAIRMAN. The time of the
gentleman from Illinois [Mr. REep] has
expired.

Mr. HANCOCK. Mr. Chairman, I
yield the gentleman five additional
minutes.

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

Mr, REED of Illincis. I yield..
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Mr. SPRINGER. Regarding the re-
tirement provision, does that apply only
to the full-time referees, or does it also
apply to the part-time referees?

Mr. REED of Illinois. It applies to
both.

Mr. SPRINGER. Both would come
under the retirement provisions of this
bill?

Mr. REED of Illinois. That is right.

Mr. ROBSION of EKentucky. Mr.
Chairman, will the gentleman yield?

Mr. REED of Illinois. I yield.

Mr. ROBSION of Kentucky. Inmyre-
marks I referred to the saving to the tax-
payers. I meant to the litigants, not to
the taxpayers, because this is paid out
of fees that are paid in.

Mr. REED of Illinois.- There is no

question but that after the system is
established there will be a substantial
saving both to the creditors and to the
bankrupt estates. The bill will cause the
administration of the law to be more
efficient and the efficiencies contem-
plated all tend toward economy.

Mr. REES of Kansas. Mr. Chairman,
will the gentleman yield?

Mr. REED of Illinois. I yield.

Mr. REES of Kansas. Is it contem-
plated that practically the same fees will
be charged as are now being charged?

Mr. REED of Illinois. The filing fees
will be the same as heretofore. An addi-
tional fixed charge based on the size of
the estate will replace the present varied
and complicated schedule of fees. In-
stead of going directly into the pocket
of the referee for his compensation, these
fees and charges will ge into & revolving
fund in the Treasury and then be equita-
bly distributed to the various referees
throughout the country.

Mr. REES of Kansas. Do you set up
the amount of salaries to be paid?

Mr. REED of Illinois. The salaries of
full-time referees are fixed at a minimum
of $3,000 and a maximum of $10,000 per
year, to be determined by the Council
of Senior Circuit Judges. The salaries
of part-time referees will not exceed
$2,500.

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

Mr. REED of Illinois. I yield.

Mr. MICHENER. Under the terms of
this bill it will be impossible for a very
few referees throughot® the countiry in
the larger cities to receive $25,000 to
$50,000 salaries, when the judge presid-
ing over the court in which the referee
functions receives only $10,000?

Mr. REED of Illinois. That is correct.
They will be limited to $10,000.

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

Mr. REED of Illinois. I yield.

Mr. BENDER. Does the gentleman
have any facts or figures to substantiate
the statement just made by the geatle-
man from Michigan [Mr. MICHENER]?

Mr. REED of Illinois. I think if the
gentleman examines the report of the
special committee appointed by Attorney
General Murphy, he will find on the last
page thereof a table in which all referees
throughout the country are classified
and the amount of compensation they
received in the year previous is set forih.
My recollection is that about 35 of them
received salaries greater-than the sal-
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aries of the judges, and 8 or 9 of them
received salaries in excess of $17,000.

Mr. BENDER. Has not the present
system worked out pretty well?

Mr. REED of Illinois. Oh, yes; the
present system has worked out well in a
great many respects, except that it is
inequitable. Many referees are getting
compensation greater than the judges
who appointed them, whereas other ref-
erees in sparsely settled parts of the
country, who have done as much work in
their offices, are poorly paid.

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

Mr. REED of Illinois. I yield.

Mr. WALTER. I think the hearings
disclosed that in some sections of the
country referees made as much as $25,000
in a single year.

Mr. REED of Illinois. That is correct.

Mr. WALTER. Does not the commit-
tee feel that if we take those exorbitant,
outrageous earnings, and average them
with all of the others, in the long run
it would not cost as much to administer
the bankruptcy law as it does now?

Mr. REED of Illinois. That is correct,
and it is borne out by surveys already
made wherein the average present yearly
earnings has been balanced against esti-
mated salaries to a reduced number of
referees.

Mr. ROBSION of EKentucky. Mr
Chairman, will the gentleman yield at
that point?

Mr. REED of Illinois. I yield.

Mr. ROBSION of Kentucky. They not
only receive those large salaries and fees,
but they also carry on their law business.

Mr. REED of Illinois. That is cor-
rect.

Mr. ROBSION of Eentucky. Now,
when they receive as much as $10,000,
they cannot carry on the practice of law.

Mr. REED of Illinois. This bill so pro-
vides.

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

Mr. REED of Illinois. I yield.

Mr. MICHENER. Does the gentleman
know of any group, creditors, collectors,
or anybody else, opposing this legisla-
tion except a few referees living in the
large cities where they receive these
large fees?

Mr. REED of Illinois. I know of none.
I believe the' committee has heard of
none.

Mr, BENDER. Is it not a fact the
present system creates an incentive for
the referee to make for a greater distri-
bution to the creditors concerned?

Mr., REED of Illinois. That I would
say is one of the evils of the system. A
referee should be a fair, impartial, ju-
dicial officer.

The CHAIRMAN. The time of the
gentleman from Illincis has again ex-
pired.

Mr. HANCOCK., Mr. Chairman, I
yield five additional minutes to the gen-
tleman from Illinois,

Mr, REED of Illinois. He should ren-
der equal justice to the creditors and to
the bankrupt. Under the present system
he acts as an agent for the creditors be-
cause his compensation is increased on
each dollar that is disbursed to creditors.
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Mr, THOM. Mr, Chairman, will the
gentleman yield?

Mr. REED of Illinois. I yield.

Mr, THOM. Under the present system
does a United States district judge con-
tribute a portion of his salary to the re-
tirement fund?

Mr. HANCOCE. Will the gentleman
yield?

Mr. REED of Illinois. ‘I yield to the
gentleman from New York.

Mr. HANCOCE. The district judges
do not contribute to their retirement pay,
but under this bill the referees will con-
tribute exactly the same as any civil-
service employee contributes to the re-
tirement fund.

Mr. THOM. Which is 5 percent.

Mr. HANCOCK. Five percent; that
is right.

Mr, REED of Illincis. More important
to me in the enactment of this bill is the
fact that it means the abolidion of the
vicious fee system.

A law which provides that compensa-
tion of a judicial or semijudicial officer
may be increased or diminished, depend-
ent upon his decision in matters before
him for adjudication, creates distrust
and suspicion in the minds of litigants,
no matter how honest or impartial he
may be. Such o law in a free country is
outmoded before its enactment.

In concluding these brief remarks I
wish to pay a well-deserved tribute to
our learned colleague the gentleman from
Alabama, Judge Hoees. As chairman of
the Subcommittee on Bankruptey and
Reorganization of the Committee on the
Judiciary for the past 3 years, he has
labored assiduocusly and incessantly to
perfect a measure that would remedy a
serious defect in our judicial system.
The universal approval of this bill by
the bench, the bar, and business organ-
izations is a high tribute to his persever-
ance and skill. Although many have to
a greater or less degree contributed to
the task of constructing this legislation,
if, by your will, it is ultimately enacted
into law, his will in no small measure be
the triumph.

Mr. HANCOCK. Mr. Chairman, I
yield such time as he may desire to the
gentleman from Vermont [Mr. PLuMLEY ],

Mr. PLUMLEY, Mr. Chairman, I ask
unanimous consent to speak cut of order
and to revise and extend my remarks.

The CHAIRMAN. Is there objection
to the request of the gentleman from
Vermont?

There was no cbjection.

Mr. PLUMLEY. Mr. Chairman, I wish
now to release the time herefofore ac-
corded me for a special order later this
afternoon.

NO WAGE CONTROL, NO COST CONTROL, NO PRICE
CONTROL—THE OPA SHOULD QUIT

Mr. Chairman, when the act authoriz-
ing the creation of OPA was before the
House some years 2go, I said in substance
and in opposition, that the bill—this
plan—will not work.

If there is to be no control of wages,
there will be no control of costs, and it
follows there can be no control of prices.

Obviously, at this time, the control of

wages is out of the window, as evidenced
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by the strikes and the attitude of the Na=-
tional War Labor Board.

There has been no real price control, as
evidenced by the establishment of an in-
flationary spiral which may reach the
sky.
We should not “kid” ourselves, nor al-
low ourselves to be knocked off our eco-
nomic balance by. the prciestation of
these who cannot see the forest because
of the trees they have planted.

I still believe that if there can be no
control of wages, and obvicusly as indi-
cated by the strikes there is none; there
will and can be no control of cosis, so it
is time for the OPA to fold up, for there
can bz no control of prices under such a
set-up.

Mr. Chairman, I am unofficially ad-
vised through the newspapers that the
President and his advisers are trying to
find some way to keep inflation within a
15- to 25-percent limit. Why need there
be any inflation except for mismanage-
ment and lack of Executive action? The
Congress provided the necessary stops
and brakes and gave the President the
power long ago to put an end to strikes.

That may be water over the dam; so
why talk about it in this crisis—and it is
a crisis.

Mr. Chairman, as you very well know
it is an elementary premise of economic
logic that wages determine cost and that
without wage control there can be no
price control. Since this is so it is time
for the OPA to pass out of the picture
for there is obviously no such thing as
wage control under the existing sit-
uation.

The people should not be fooled longer
by all the gratuitous insults to their in=-
telligence. To make and to get votes to
support the New Deal program the peo-
ple have been offered up on the altar
of futile gestures none of which point
to reasonable or rational recovery or re-
conversion,

The time has come to talk business
and to strip the program of all political
partisan gestures if we are to survive
the pericd through which we shall have
to pass, embarrassed and encumbered by
more politics for a purpose, namely, the
entrenchment of the New Deal, than ever
confronted any other generation. It is
high time the people realized that their
safety and security rest upon their own
effort to divorce themselves from the
idea that this is a good Government to
live in =0 long as they can live off it.

I am not fooling myself. I think
however, it is time the public should un-
derstand, and all they need are the facts:
Here is one, namely, that of a2ll the out-
rageous bureaucratic organizations ille-
gitimately fathered and created by the
New Deal unnecessarily, the OPA, as con-
stituted, is it.

It was begotten by the “blue eagle” in
an attempt to carry out a program which
failed, and for which it had no author-
ity in law.

Thus, OPA has transgressed its statu-
tory powers repeatedly. It has misin-
terpreted the language of the act creat-
ing it. It has arrogated to itself powers
nowhere granted to it. It has created
unnecessary hardships for the citizens
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of this Republic. It has hurt rather
than helped the war effort in the ulti-
mate. The facts are proof of my state-
ments. The situdtion which confronts
us is the answer. Had it not been for
the good sense of those people who have
volunteered, without pay, to see to it that
prices were kept down and that proper
support was given to the armed forces,
the OPA as such would have been the
most colossal failure of all the ages, ex-
perimentally, which is to say that, de-
spite bureaucratic control and regimen-
“tation attempted, all the credit to which
the OPA claims it is entitled to, should
go to those hard-warking, self-sacrific-
ing, overworked people, nonpaid, who did
‘not get a cant for what they undertook
to do. I take my hat off to them, not
‘to the big boys.

The OPA has invaded and abrogated
to itself fields of rights belonging solely
to citizens, ruthlessly and boldly in its
unlawful exercise of the right of search
and seizure and prosecution, without re-
dress to any court, so far as the victim
might be involved. No man alive has
ever seen, and I hope no man will ever
live to see, a repetition of so great a vio-
lation of the rights of all American citi-
zens again such as has been arbitrarily,
regimentally, and cruelly exercised by
the OPA in its alleged administration by
sufferance.

Now, Mr. Chairman, the OPA, as ad-
ministered in Vermont under the able
management of Mr. James Carney, has
presented a picture devoid of many of
the features to which I have referred.
I do not wonder that the people of Ver-
mont, or some of them, are for a con-
tinuation of rationing a little longer, as
it has been administered under Mr. Car-
ney, where the rights of the people have
not been violated as in some places, yet
the arbitrary acts of those in high places
in OPA have seriously interfered with
the efforts of many Vermonters to do
business and to save their business.

There can be no question that the OPA
is a chicken of the blue eagle, hatchied
by the New Deal, which necessarily must
feed on rationing, hoping to grow as it
feeds on the policies of the New Deal.

Mr. Chairman, it is not for me to say
it, but I am going to do it, namely, the
people are fooled as they have contrib-
uted their effort voluntarily to help save
the country while the big boys in the
bureaucracy have drawn down the
money at their expense. The taxpayer
pays the bills,

Now that the war is over, or about to
be over, it is time to get rid of this paid
outfit, and to clean them out of Wash-
ington, and to let the people back home
run their own business without Govern-
ment interference or dictation.

Just how self-respecting Americans
could be made to believe they must take
orders from a bunch of OPA neophytes is
beyond me. This either is the people’s
government, or it is not. It is time right
now to try to find out who is running
this Government, anyway.

During the war, and to win the war,
we in Congress had to submit to a lot of
things, and vote for a lot of things—
many of them worth while, others en-
tirely not so, to carry out the program
in order to win the war.
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The day has come now when we may
call a spade a spade—not an agricultural
implement—without involving national
security. So I say, Mr. Chairman, a
good place to begin is with the OPA,
which has been grossly ineffective; has
not served the purpose for which created,
because it could not do so, despite its
high-paid propaganda agents, and all its
publicity to the contrary. It haswrecked
the economie stability of the Nation.

The OPA was born of a dilemma. It
was always a mistake, used to compel
citizens to cooperate, and only by reason
of necessity succeeded at all in accom-
plishment of the ends it sought to attain,

The public should not be longer fooled,
for that, as I said in the beginning when
I voted against the OPA, it never could
be a success. It never has been, despite
its arbitrary bureaucratic methods, for
you cannot milk a kicking cow while
sitting onea three-legged stool, minus two
legs.

The truth is, had it not been for the
cooperation of the public—that is the
citizens, gratuitously made—the highly
overpaid officials never could have done
a thing. That needs no proof.

So, now it is time, and long past, for us
to be rid of the incubus of the OPA. It
is an octupus. The necessity for the con-
tinuance of the OPA is answered by the
facts, not by theory. It is not needed.

Due to the loyalty and cooperation of
the body politic, not under pay, the OPA
has done many things to help the war
effort, for which the people, not OPA, are
to be congratulated. Had it not been
for the volunteers, the OPA would have
looked like a plugged nickel. What it
has done could have been accomplished
otherwise. So, again I say it is time for
the OPA representative of bureaucracy
raised to the nth power to fold up and
quit and let the people carry on. All it
accomplished might better have been
done some other way. Those who have
drawn down big salaries and have told
the nonpaid volunteers where to get off
will not like my statements, though they
know they are true.

When the story of this war is written by
some cold-blooded historian, if he refers
to OPA at all, which I doubt, what he
writes will be well worth reading. If he
tells the truth, he will say that of all the
war agencies which were born of a bluff,
the OPA has lived off one ever since. It
needed three legs in the first place and
has tried unsuccessfully to wig-wag on
one.

I must admit its publicity staff and its
blue-eagle chicks made the people think
it did something which it has not done
and, in fact, never could do.

Well, Mr. Chairman, all the arguments
to the contrary are answered and found
in the strikes for higher wages today.
These are uncalled for, but they are real-
istic justifications for all that I have said.

If we are again ever found in a similar
situation, such as confronted us when
the act to create the OPA was before
Congress, I hope somebody may profit by
the experience we have enjoyed.

Now with these few words of introduc-
“tion, I want to know: Why those in com-
mand of organized labor’s efforts are
bound to kill the goose which lays labor’s
golden eggs? It is beyond the compre-
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hension of all thinking people. Yet that
is exactly what is happening. 3

The hard-working laborer should pray
to be delivered from his pseudo leaders.
The unreasonable demands now being
made by the fomented strikes can result
only in inflation. The sooner prices rise
the quicker markets will fail. It is in-
escapably true that wages and prices
are Siamese twins; wages measure the
cost of everything,

The strong-armied metheds now em-
ployed openly and covertly will not work.

How do you suppose a manufacturer
can be compelled to continue to operate
at a loss?

How do you fizure employees can be
compelled to work at a wage not afford-
ing a decent living?

The ultimatum is found in the fact—
no theory—that we must either control
wages or abandon control of prices. A
man who runs may read that and under-
stand it.

Since it is obvious that organized labor,
through its champions, will not yield to
persuasion, the only way is to teach it
something. As Edson B. Smith said re-
cently, and truly:

It is a tragedy to let men who are not

mentally equipped to exercise power intelli-
gently have too much power.

In all the earlier discussions of the
possibilities of inflation no one ever
thought that it would be organized labor
which would insist upon a program
which would force inflation. The com-
mon laborer is no party to this program,
for the average worker is bound to be a
sufferer, probably the principal suﬁerer,
from an inflationary spiral.

It is not as though there were any-
thing new about all this. Infiations

- have occurred in nearly every country

in the world and their history is written
back centuries hefore Christ. There
were bad inflations in Europe in the
1920’s. Indeed, most of the countries of
Europe are in the grip of inflations
today. So is China.

It is a cerrible thing that a few igno-
rant men in a minority can do so much
damage to the majority.

And this same Mr. Smith, whose abil-
ity as an economist is recognized world-
wide, whose attitude toward labor has
always been forward leoking and sympa-
thetic with its problems, whose com-
ments have always had the careful con-
sideration of all the real friends of labor,
goes on to say:

LAEOR POLICY LONG LIST OF MISTAKES

He avers that the Government agency
we had the greatest respect for during
the war was the OPA. It made millions
of mistakes. It irritated practically ev-
ery American citizen. Its public rela-
tions were terrible. But it did accom-
plish what it was created for, the pre-
vention of an inflation at a time when
the productive facilities of the counfry
were mobilized for war.

The OPA, says he, from the very na-
ture of its job, had to be hated. Cur-
rently the agency comes in for much
condemnation because it is still trying
to keep prices down. And it should be
emphasized. that the fact that the OPA
has outlived its usefulness is not the
fault of the agency itself. If the rest
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of official Washington had done its job
as effectively as did the OPA, we would
- not be having all the trouble we are now
having.

It all goes back to the early days of
the war when President Roosevelt told
Congress thet if it legislated price con-
trel he would take care of wage stability
without legislation. The War Labor
Board came into being and soon evolved
the Little Steel formula which, while not
altogether satisfactory and fair, at least
worked more or less well while the shoot-
ing was going on.

Sinee the war ended Government offi-
cials have made one mistake after an-
other in labor policy. Labor unions
have been encouraged to believe that
they could receive higher wages without
prices rising, even though a little thought
shows how ridiculous this is.

So, Mr. Chairman, may I say that the
time for oratory has evauesced. The day
for hard-boiled practical statements has
arrived. The safety and security of this
Republic is not a partisan issue. The
time has come to try to save our form of
government. It will not be saved un-
less citizenswho are responsible for their
representatives unify and awaken to a
realization of the crisis confronting
them. The Congress is what they make
of it by their votes. The tail should not
wag the dog.

Mo American citizen wishes to be re-
du