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THE GENERAL COUNSEL OF THE TREASURY

WASHINGTON

JANR 3 1943

Dear Marriner:

Following our discussion this
morning I am attaching an analysis of
the Ruml plan. You will see from this
that the effect of the plan will be to
eliminate the impact of increases of
taxes for several years past.

There is also attaching a copy
of a proposed tax program which was
hended to me by Senator Taft.

Singerely,

M«-
Hon. Marriner Eccles,

Federal Reserve Board.

Attachments.

Federal Reserve Bank of St. Louis



Effect of Ruml plan at selected levels of income

Married person = no dependents

Taxable year

Income tax llability on selected net incomes 1/
"%2,000 : $3,000 & 95,000 = %10,000 2: "$25,000 : $100,000 = $1,000,000

1938 - $ 8 $ 80 § his $ 2,89 § 32,k69 $ 679,0LL

1939 -’ 8 80 h15 2, ’489 32: h69 679: 0“4

1940 - 31 110 528 3,843 L3,476 717,58k

1541 $ Le 138 375 1,305 6,86l 52,70h 732,554

1942 140 32k 746 2,152 9,220 éL,060 85,000
Tex liability 193802

Total $182  $ 509 $1,391 4 4,815 $2u,905  $225,178 $3,662,226
If 1942 tax forgiven L2 185 6L5 2,663 15,685 161,118 2,808,226

If no 1942 tax inw
crease 8l 323 1,020 3,968 22,59 213,822 3,540,780

If no 19L1-l2 tax
increases - 109 bo 2,k 16,507 195,366 3,510,840

If no 194042 tax ‘
increases - Lo Loo 2,075 12,4L5 162,345 3,395,220

If no 1936~L2 tax
increase - Lo 100 2,075 12,kh5 152,970 2,856,970

January 21, 1943

Treasury Department, Division of Tax Research

1/ Net income, before personel exemptions

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



PROPOSED TAX PROGTAM

I propose the following progran to Le enacted as early in
1043 us poesille:

(1) Incresse the oxemptions ou the net income tax to 3$700.00
in the ocase of single porsons and £i500.00 in the cese of Lewds of
fanilios. Inorease the surtax rate from 13% to 14%, aud incresge
the reatoen on all incomes from $3000 up to $100,000, so that bosds
of families withoul dependonis would pay roughly acsording to the
following scalie:

inoons g‘ﬁ
24,000 3800

5,000 1,250

8,000 1,600
10,800 2,8C0
15,030 5,000
45,000 32,500

(2) Impose & 207 withholdline {2z om £ll incowe over £15.00 a
whek in the case of singlo persons and £30.00 & weok in tho case of
honds of familles, Apply this withholding also to dividends.

(3) Adopt a modified Numl plan by forpiving the tex on 1942
incons up to at least the firet 33000 of income. Deruit tax over
that ancuni % be peld at death, or in ten somual inetalments
beginning in 1048,

{4) Impose & 107 sules tax, exenphing only food sold iz etores.
This tex should follow the Califernia pian, whlch has nany less
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{B) Chenge the Viotory Tax so that the entire amount of the
tax is refunded in bonds, and the tax becounos in fact s coupulsery

savings plan. Conslder incpeasing the exsmption in 1944 and
inoreasing the rate from 65 to 0%,

Tho farepoling plan has the advantage of grestly almplifying
the tax structure. It will reduce tremendously the mumber of
Incone-tax~payers sud ths mubor of peopile with wheu the government
bas to keep booka. The tex of those below the new axemptions will
bte gollected through the snles proeeduss, which requires the
govaroment to keep edoounts with only 1-1/2 million retailers
inotead of with 50 million taxpayors. It climinates the 3iffl-
gulty of oolleoting the Vietory Tax fivm sgrisulfural lsborers,
household servants, and many others whsre withholding is Lmpossible.
Sinoe the Viotory ¥ax bocomes a oompulacry savings plan, it is not
ossontial that thore e tha sane squelity as in the ¢nse of a fax,
so that if theno other groups escape the tax, thave 1s no {remendous
disorimination. The program will jleld ghout ¢
in excess of tha present system.
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