
TREASURY DEPARTMENT 
W A S H I N G T O N 

July 17, 1942 

Dear Marriner: 

In our recent conversation you expressed some 
doubt as to how much effect corporate taxes affected 
inflation. 

In this connection the distribution of dividends 
among individual income taxpayers, shown on Table 2 
of the enclosed press release on 1940 Statistics of 
Income, is of interest. It is estimated that dividends 
paid by corporations in excess of dividends received 
were approximately $4,300 million. Of this amount, 
$3,400 million was reported on income tax returns 
filed from January through June 1941. More than one-
third of such dividends were reported received by 
individual income tax return filers (including taxable 
fiduciaries) with net incomes under $5,000, and slightly 
less than half were received by individuals with net 
incomes under $10,000. Persons in these income groups, 
of course, spend the large bulk of their income for 
consumers goods. 

I thought you would be interested in seeing these 
data. 

Sincerely yours, 

Bandolph E 
Assistant to t 

Honorable Marriner S. Eccles, 
Chairman, Board of Governors, 
Federal Reserve System, 
Washington, D. C. 
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July 23, 1942* 

Sir. Jtatelpk 2V 
Assistant to th® 
Treasury Bopart&eat* 
W&shlagtoa, C# 

Bastelph? 

ftoek you for your letter of July 17 o&oloslag sotso figures o& 
distribution of 31vld«a& rooelptg t>y groups* I m M with 

terost th« lisrgo proportion at raportod oa returns faille® la 
the ral&tlwly lem incosio groups* 

it** you ax© t&sre & m m M r of f&etera that ccaapllcate 
ibo latorprot&tloa of tJso^o figures* Q m of the most toportsnt Is timt 
tfeo returns filed tfce i&aiTtfiiwil of family grouse 
el&sslflod sot &ooordls*g to the eggreg&to laeosate of the family* imt 
fcoeorfilng to the net l&co&o tho return Sep&r&te returas filed 
fey Im^tois s&tos era merely o m li^ort^t ifc&te&co of m m m h more 
general pwotioe* of eorpor&to stools f r m tefcaad to from 
trtfe to JRUtamd* f n » p a m t 0 to &Jiliare»t frosa ofelldren to parent* 
rsii&e relfctlYoly few le^&l pr&etiofO. difficulties* ire $h&vl& expect 
it to fce of the awst f^qua&tly used ssotliode of distributing inoome 
for tax purpose©* You % m & m doufct tered su&y ® x m p l m 
of t&e pmetiee 1m your « experience* t&ere is re&eoa to believe 
that a eotu&daft&l* of ttee dlvidende resorted on rottiras ehowlag a 
net income of loan tfem fJLOtGGO la received by the dsmgkiers* end 
ot&er relfttlTOfc of saea la a considerably felghe? ineo&e groups la miGar of 
tfeeee Igetaaee* the use of dividend inc<m& depends on eftsregato laeosse for 
the family group ae a on th& t&xesble l&eosse of Its Individual 

Another oomplloattng feetor la the l&ciuaion of the returns of 
tas&blo fiduciaries imi t&eir el&esific&tio& oceordlB^ to 

the &et l&OOf&e 
testable to i&e fiduciary* fhla is another T m m n t&e figures fio not 
represent idtS c^pleto acouraey tho filatrllmtiojji of Invm® iatt^ 
vldual teumb&lOM or family groups* Slaoe tho sot imocs^o t̂ jcaljlo to tfco 
flduolary lo la eoBoral ^roly tlxo ta^fele Inmmm of tho truot Bot 
trllmtad to bonoflolarl^ It la mmf&Mglmm n g^lfio to t&o lsoo»o 
lovol of lol&rl&& amdi their g^ttorns of oi?poaaitur©# Moreovort a 
sl&glo g^aator m y m % v® a mtatlplioity of trusts for a mtsltlpliolty of 
in&tti&mklSh Xa mssy of t&eoo tbo algElfloaixt feotor in 
lug h&w IZ2OOS10 Bill to tho fcggreg&to lnocmo roool'red frcm all 

Ijy the grsato^ I hm&ttQl®xlm* 
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Mr* "Bm&silph TmxL 

But lifter eXlostisg for these $^lfieetiaaau&t the figsmm do 
atTOBg mpport for tb& vim that- tfa© receipt of d±ri&m&& givm 

Tim to wmm&? iture* The figures tlfco indicate* fcowerer* that 
the receipt of aivi&ea&e genes&tee a sas&ller t&ltmi of mntswmt espeaotfii-
tet tlmaa th® t&wipt of aoet other forms of income* AM rimea from 
thm po&at of view of equ&ty* the t&blee e&w t&at there era & wry large 
m£b*r of coaporcite etoekfcoiaere with rel&ttrely sisall i&eeates* It seen* 
uaf&ir to Object these taa^eyers as atocfcholfiere to rates that we would 
never think of applying to m individuals* 

Tours eiaaerely* 
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