
ALEXANDER D. ROSE 
see W E B F O R D AVE. 
D E S PLAINES, ILL-

May 21, 1941 
The Honorable Marriner S. Eocles 
Governor Federal Reserve Bank 
Washington, D. C. 
Dear Sir: RE: Proposed Tax Measure 

Everyone is agreed that sources must be found 
for additional Federal revenue in 1942, and that it must 
be obtained from taxes which will be assessed, first, 
on the ability of the taxpayer to pay them and, second, 
from those whose incomes benefit most from the rearmament 
program. Also, that the tax measure must function to 
prevent inflation* 

In connection with the Federal Income Tax 
section of the new measure, it is my opinion that those 
objectives can best be served by a measure based on the 
following ideai 

(a) The base tax to be left unchanged with 
the exception of lowering the personal 
exemption to some extent* 

(b) The surtax to be left substantially un-
changed with the exception of lowering 
the level at which surtaxes start. 

(c) The Defense Tax to be radically revised so 
as to provide most of the increase in 
revenue, the individual rate to be cal-
culated in proportion to the ratio of 
income in 1941 as compared to 1940. The 
Increase to be small on Incomes which 
show little or no change. On incomes which 
have gone up, the rate to scale up until 
In some cases the Defense Tax will be 
several hundred per cent of the base tax 
for those individuals whose incomes have 
shown a considerable increase. 
Under this plan, taxpayers who have not benefited 

financially from the rearmament program will pay a small 
proportion of the increased tax burden; whereas those 
individuals whose incomes have benefited will pay most of 
the increased tax. This will apply in all Income brackets. 

I feel sure that practically every taxpayer who 
enjoyeca greater Income this year over last year, whether 
small or large, will willingly pay what is required of him. 

Another benefit to be derived from the plan I 
propose Is that individuals who were unemployed last year 
need not be hit too hard, as special provisions cai be 
made for them* Digitized for FRASER 
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I urge you to us© your influence in behalf of 
a tax measure either along the lines I have suggested, 
or one with similar provisions« 

Yours very truly, 

A. D. Rose. 

ADR PG 
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Hay 29, 19Ul< 

Mr* Alexander D. Hose, 
566 Webford Avenue, 
Dos Flaines, Illinois. 

Dear Mr* Hose: 

Before leaving the city for a few days, Mr* 
Booles asked me to write you to thank you for your 
letter of May 21, which he was interested to read. 

The tax plan, in substanoe, which you out-* 
line appeals particularly as an equitable one insofar 
as it sedks to recapture primarily benefits arising 
from defense expenditures, the Chairman discussed 
these general views at length in the course of pre* 
paring the program which he submitted to the Ways and 
Means Committee. He felt that it would not be 
practicable — though this is, of course, debatable — 
to undertake to write your paragraph (c) into the tax 
law, or something along that line. 

In any case, he asked me to express his 
appreciation of your interest and your courtesy in 
writing. 

Sincerely yours , 

(Signed) Elliott Thurston 

Elliott Thurston, 
Special Assistant 
to the Chairman. 
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ALEXANDER D. ROSE 
B0O W E B FORD AVE. 
D E S PLAINES. ILL. 

June 10, 1941 

Mr. Elliott Thurston, 
Special Assistant to the Chairman, 
Federal Reserve System, 
Washington, D. C. 
Dear Mr. Thurston: 

I note Mr. Eccles1 comments regarding my 
suggested plan* 

Briefly, what I suggest is that the prin-
ciple of increased taxation on excess profits which now 
applies on corporate incomes he extended to personal 
income tax. I am not suggesting that those of the 
middle income group who do not enjoy an increase be 
exempted entirely from paying increased income taxes. 
The plan that I suggest is that taxes to all income 
groups be increased but that they be increased in 
greater proportion to those who enjoy greater incomes this 
year than last year. A goodly percentage of these people 
will be receiving greater incomes as a direct result of 
the Rearmament Program. 

The benefits which I anticipate would result from 
my plan are many-fold. 

For instance, it seems reasonable to assume that 
the yield of taxes could be very substantial under such 
a measure since it calls for high rates on increased per-
sonal income and there is every evidence that there are and 
will be many big increases. 

This proposed plan would avoid some of the dis-
rupting effects on the National Economy which are inherent 
in many high tax measures. For example, high taxes on 
normal incomes prevent orderly retirement of the long term 
debts which have been contracted by the individuals receiving 
and expecting the income. 

The new income, over and above normal, would seeming-
ly be less committed to long term debts, and taxes on such 
income would interfere less with the normal debt retirement 
which is essential to sound national economy. More specifically 
a life insurance Company needs to collect on its home mortgages 
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in an orderly fashion if it is to remain in a position to pay 
claims as they become due* 

Of course, it is true that a hardship would be 
worked on the man who has finally arrived at a good job and 
such an individual might be unjustly deprived of his reward 
for long years of effort* 

We are all agreed that paying for Defense will 
be a terrific job* It will call for sacrifices from all* 
If it can possibly be done without too great maladjustment 
in the normal economy such a result certainly will be de-
sirable* 

Yours very truly, 

A* D. Rose 

ADR:JR 
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June 18, 19U1 

Mr* Alexander D. Hose* 
566 Bebford Avenue, 
Cos Plaines, Illinois* 

Dear Br* Rose: 

I was interested to have you further 
comments in your letter of June 10 in regard to 
your suggestion for introducing into the new 
tax law some principle whereby those who benefit 
from the defense expenditures will pay a pro-
portionately higher return on individual incomes* 
I am personally entirely sold on your idea* but 
recognise how difficult it is to get it accepted 
by those who are f raining the legislation* 

Let me thank you again for your coiraents 
and suggestions which I have discussed with our 
staff* 

Sincerely yours, 

(Signed) Elliott Thurston 

Blliott Thurston, 
Special Assistant 
to the Chairman* 

ET:b 
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