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July 22, 1940 

Marriner Eccles, Esq* 
Chairman of Federal Reserve Board 
Washington, D. Cm 
Dear Mr* Eccles: 

Would you look over the enclosed draft of a pre-
face to my next Studies and give me your suggestions? 
In spots I am in territory better known to you than to 
myself, and I particularly want to make no economic 
breaks. Will you particularly note my paragraph In the 
middle of page 2 on the subject of which I am pretty ig-
norant « 
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This third group of tax studios has been written 
la the shadow of grave *sserse»cles« A little sore than a year 
ago none tut the bold lateglned a fraction of what hat happened 
slnee Auguat, 1999* Hew only the ostrich-ttladed can •scape 
the *rl« reality that *e ere in tisea thet elli try every 
institution in our national structure* The strain will net 
l>e csaual. It will not t>e Uslted to the slUtary end naval 
front Hue* Defence la not so narrow e tern. the test of 
unpredictable events will hardly nlss any essential part of 
our civilisation* Cevtalnly it will not ;?®ss by something 
so near the front line as our t** systen* 

One sust pay unreserved respect to a tax syaten «hich 
in eosparative youth raises nearly 7 billion dollars annually 
fro* a rubllo subject to a burden of nore than 0 billion of 
state end local taxes* to fcecoapllsh such a result with 
nothing but vocal protest is alsoot a airacle* But a deserved 
sense of ecconpliahnent need not soothe us into conplacency* 
for our tax system la full of seft spots that enervate Its 
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effaetiveae#s» Ineffectiveness verlr* is two directions* 
Hoisetteee there pelpsfcle failure to reech available 
revenue; lestttaes lasepi stfetvt© cruelly carves out its 
"our.ci of flesh. Our whole tex systea >• reimalyeia in 
the light of its effect "ur̂ o our eecaetay aad la the light of 
its technical iiusllfieotloo to perforss it» critical te»k« 

Free. the standpoint of geaerel policy there fere two 
vital <ut»tlon8« th® first is bos much shall fee colleeted, 
&M I » u c U shall fee left sb & fsarfcgsge upon future genera-
ties®. Sere m h*ive the peril of mv jcilliowiree, and Infla-
tiaja raises wgly M m ar<® warned tfc&t preseat 
Pftysent* have secy high ¥&luesu It say act be healthy to tax 
only life a&sS to leave profits tmsc&t&e4* Payments left to 
%\w future m&f easily be iaor«s t'ftsa the future em 

Governments suet live store fully »feen nsti life 
•is threatened, the second j^Xley question is who shell p&y what 
*m»t be collected* Epoa w^os shall the extraordinary burden 
fell? 
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T*3s«* fey th* grsstest of *»3urieia «§ the 
X 

m psy for livieg ia, a ©i^iXised society.? with them, 
*• Solaeo - ishd X15$«& t© pay taxes - told M » »si©tisf8®& 
sacr^tary, buy civilisation* A *&sy gr«<?;iiy 
in color co&tent to the circuses te&ce» the & 
tls.6 in it is ue«d,n and Sols®*'* description of Uxes 

or a a»* *«ltj# In m MQT&MEP* WOT the prica of living 
in & civilised socioty is so«ri&g without 61»««r&it>Xe Il:-it. 
It is inevitably so* fha only question for discussion is till* 
tngmm to pay* If tte&t does not eorrMpoa&l&sly i&creasfi* 

sssy fee aura that no fcargaia. ie possible by our 
Ais©ric&n eivtlix&tioxi »»y Ins saved* t?apr©c#6ente«3 taxes r*re 
the price of survival of the eftj»itfrli*tle oyntwu Sha question 
is whether tiifctsynieis eaa tsfe© vih&fc «ill it mit 

X« Holms, Jf„, diasa-itiag in Cwapiraia <3© Tabscos ?• 
Collector, 27$> U.g* 67# 98 (im7)$ Mm lerk est r«l* Conn v. 
om«s, aoa 2os, gas.. U9*7)« 

Town® £45 U.S. 410, & (1913) 
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WllllagBM* deflnltioa, There Is always 
plenty of ̂ illirigtsesa «,t hand to »m t&xm iner̂ &sed out ©f nil 
proration fa the ?*®rst fe&r» of our gra&dfftth«r«* But there 
Is a v&ai ̂ iffersnc® fcetweea fiimngnese to sec t&x̂ ft pfcid by 

r to r-d out or ~ 
poc&*t« In the to co»e »ooa let no o»e toe deceived by 
brave, loud t«Ut &bcmt sacrifice la ters»» of high tsxea. 
Such tails need tmting *g*ln*t the k re eloquent te»tiawr*y 
of Are thfe tubers willing to pay progressive taxes 
out of thsir o%a e&ft ejst&tes in return for benefits re-
ceived? Or fcfcclr jsioua wor<Js eeootiflaf* im iticesstmt 
activity in f&^or of regresMv© c<m»ttsspti<>n fo »b«t ex-
tent «ill increased burdens of government be tflatrituted to those 

are to pay for t&e protection sff©rde4 fcy the state, -

i* Ptul. f&e tfecteground of the Fevenue J>ct of 1 SS?, 5 Onl. «f Chic* 41, 4a {1987} 

£* Sew Xork ex reX* Coha v. Graves, 800 
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%b&m who by their do not disrupt our economy by de-
creasing their spending sower? Those are the real tux questions 
of the day* no matter what red. herrings special interests use 
to the issue* the answer a will determine eore than 
the sincerity of the tax talkers* they «ill determine whether 
our civilisation shall be saved* and whether what la saved 
ir rorth the savitsg* For the kind of taxes we inpose now my 
irretrievably condition the quality of our civilisation when the 
crisis passes* Taxes n»y na longer b® considered la vac^o as 
aer© rwnue*raising devices having no reference to our *hole 
eeon«y* they way ŝ k®. or break that econo&y*. Incrsased re-
gressive taxes say intensify & disturbing concentration of wealth 
and enervate poat-mr aar&ets, ruining 'not only those efro pay, 
but also those who are loath to f&y the progressive taxes that 
lill not have this result* there is nothing in the Constitution 
•to M r even a coaoclaus use of the taxing power for readjusting 

I 
the social equll&feritau* 

1* Frankfurter, taw etsd Poll tic a, p. 78 (1939) 
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ftm the teefe&le&X stssfljiotat one does aot h&ve to 
look fer to see vifcel defects isa oar tear systea, only a fev-
«f sehiefc &rc< touohed in this volume of studies. ?e fell to tfeel 
adequately with asuy prefeleas. ORressoimble corporate accuau~ 
lotions ere freely jwrwitteAj the tea&tion of stock dividers 1 
is e laiiee of aetag&ysies* We contravene public interest fey 
permitting Hholes&Xe teat ftvoidim.ee through the instrumentality 
of trusts* o^aerebip of state securities, life insurance 
cross policies soft exemptions, gifts in cofcteaulatiax* of defcib, 4 special pest* s of ftppelntiMttt* Thftra ere ineaeciisefel® 

X. Stone v. tfhite, SOI U.S. 537 <1?S7). 

See sVody, Sevocafele frusta tue Ttteawi fax. 

2* Pewl, Life tasurenee sM the Federal Estate Xsx* 
m Berv. I»»B» 105? 

frefessor Grisvold lies d«sosstr«te<t this f*eiiit 
startling clerity la Fevers of 4p>$ei&t&s&t8 S&4 the federal 
Estate Tex, m Ktrv. (1989). 
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tttm&et* in tu« »tat«t«# »s (X) t&e «sta&at<m af tfes? right 
to deduct fpt incoat tax tb« *ark«t valu* of gifts 

to religious» charitabXa* jreĴ &tifl* sai tAuaatlaoal 
iKStitutioas* (r) tha faiXwa to tba b&sis of pro party 
ta ba ti&wt by .ii&tributaas at* «sst*.ta eo-affcrsi t« the 
valuation «X1©»©4 easier 8a«H<ni &0& (J) by the X9SS 
let, and ($) tli© axtesaiae of the right to deduct for e&t&ta 
tax agtdnat th« aetata, avan though aueh aialra 
••aay not bo anforcaabla fe&einst particular aasatt of the aetata, 

aa lASwat&ea* C&pithX g®tm a&Joy en tsntfasarvad eo»~ 
p&rativ» imtmity froa tax* 
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tlw of tb* X^gs? gx# w k tfi*-* 
%«• with ta this? 

t&mttm&f profit* ftMtr* hfea to®^* «&. 
oiT ewifcaX* •perâ na:! assft&at&y boX&ing tm 

ffo^ twt #ff«ret -of .®*rig*g« froa*- tfeo stim&pddsyfc 

of oapttfti F^wition of f 4*bt 
is «la»*t e o n n o X r * t i i r & s to* 

«itt*4» si t&«y 8hm*X<S ^t not thm m® 

m%tt%m$M rnlm of J M M i l ^ wfcy Bat a liiiX* 
'%& wau be o s&ort fcfa&a to &X1©# the 

4#$#Ati4mey tredit on i^eowti •&£ tb* of 
If 21 years* to go«« for tlm 

«f -pcraaxiftl 
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-ft is â desr statement to call the effect of these 
disparate provisions «nf©rtunate.$&es burdens incrtafia* *very 
defect In our tax ayei©® l® intensified* Avoided burdens 
samat bo raised to otners* th* avoided burdens are heavier, 
and. thtae ̂ feo are obliged to carry tfcea ere less able to bear 
their m n greater burdens* If there ever a tine for 
critical analysis of oar tax systee, it is sow* The prensivsa 
u^on avoi&tnc© was never greater* She effects of discrimina-
tions vere never so severe* And the feasible repercussions 
upon a sensitive nsti$cwsi economy were never ©o portentous* 
She ftnblie *« was sever sore glad to pay taxes* fcut that sag* 
jwblic &ore teslatent upon equitable distribution 
of' tfce test" burden* At aueh a tiee ̂ mtpommnt of the problem 
#111 be a costly luxury* Xt fc&y indeed be a' tragic failure* 
for tm&rwm m y be too late* 
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Soee of the jprobleas aajtionedi h»ve cleat solutions. 
Others are sere elusive* X should he tiw last person to deny 

1 
the virtue of research. But «e need to be vigilant eg*Inst 
that ty?e of timidity *?hieh employs the necessity for further 
study «e e rationalisation of inaction* ^e shall beer much 
t«lfc about tr»e need for acre investigation of ̂ roblena of taxa~ 
tion* The anaver ia that we cannot be too hot for certainties 
when emergency call* for action* fc'or can *-e afford then to 
"yield to finicky llai tactions or doctrinaire foraulaa drawn from 
the general language of the Constitution, aa a «e&ns of clrcua-
scribing th® discretion of legislatures in the necessarily 
empirical process tapping nea revenue or stopping nm devices 
for avesion** The very theory and spirit of our Constitution 
la ex|i£?i&ent« "Ivery year if not every day have to *ager $ 
our salvation upon so»e prophecy baaed upon imperfect knowledge.* 
In-the-tax field «e need not fear experiment so much aa paralysis* 
Experiaeat may not win, but inaction eill surely lose* the 
American people bave never been afraid $f the trial and error 
aethcd, aa& they are not afrdid tod&y* 

1* See Paul, Selected Studies in Federal Taxation, Seeoisul 
aeries, deface, vii (1958)« 

2* Frankfurter, te* and Pellties, ju 78 (1989). 

Holmes, J*, tiissentint isi. Abratss v, United States, 150 
616, (I9ll)# 
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