THE GENERAL COUNSEL OF THE TREASURY

WASHINGTON

JUL 201943

Dear liarriner:

Pursuant to our telephone conversation
this afternoon, I am sending you the three
requests for information and data which I
received from Colin Stam, Chief of Staff of
the Joint Committee.

Sincepely yours,

ounsel.,

Hon. Liarriner Xeccles,
Chairman, Board of Governors,
Federal Zeserve System,
Federal Reserve Building,
“ashinston, D.C.
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¥Form 10
Joint Committee on
Internal Revenue
Taxation

REQUEST FOR DATA AND INFORMATION

CONGRESS OF THE UNITED STATES

... Washington, D.. C. ..

The Joint Committee on Internal Revenue Taxation

To _Honorable Randolph E, Psaul, General Counsel,

—...Treasury Department, Washington, D. C.

GREETING:

Section 5012 of the Internal Revenue Code provides as follows:

“ADDITIONAL POWERS TO OBTAIN DATA.

(a) The Joint Committee on Internal Revenue Taxation or the Chief of Staff of such Joint
Committee, upon approval of the Chairman or Vice Chairman, is authorized to secure directly from
the Bureau of Internal Revenue (including the Assistant General Counsel for the Bureau of Internal
Revenue), or directly from any executive department, board, bureau, agency, independent establish-
ment or instrumentality of the Government, information, suggestions, data, estimates, and statistics,
for the purpose of making investigations, reports and studies relating to internal revenue taxation.

(b) The Bureau of Internal Revenue (including the Assistant General Counsel for the Bureau
of Internal Revenue), executive departments, boards, bureaus, agencies, independent establish-
ments and instrumentalities are authorized and directed to furnish such information, suggestions,
data, estimates, and statistics directly to the Joint Committee on Internal Revenue Taxation or to
the Chief of Staff of such Joint Committee, upon request made pursuant to this section.”

By virtue of the authority vested in me under the above-gquoted section of law, I hereby re-
quest that the following information, suggestions, data, estimates, and statistics be furnished di-

rectly to me at Room 1336, New House Office Building, within __3____ days from the date of this
request:

Any suggested alternative plans already prepared by the Treasury Department
in 1943 for raising additional revenue or combating inflation, together with
accompanying schedules.

Note: The source of this material will be kept
confidential if you so desire. It is intended

to be used for study purposes by the staff.
/(/ofém DAt

Chief of Staff.
Approved‘ e/
% UW (M« ] %Mﬁ I
Chairman, J 1
Digitized for FRASER Date: ...July 14, 1943,
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.. ¥Form 10
Joitit Committee on
internal Revenue
‘Taxation

REQUEST FOR DATA AND INFORMATION

CONGRESS OF THE UNITED STATES

duly 14 19.43.

The Joint Committee on Internal Revenue Taxation

To _Honorable Randolph E. Paul, General Counsel, ..

... Ireasury Department, Washington, D. C. .

GREETING:
Section 5012 of the Internal Revenue Code provides as follows:
“ADDITIONAL POWERS TO OBTAIN DATA.

(a) The Joint Committee on Internal Revenue Taxation or the Chief of Staff of such Joint
Committee, upon approval of the Chairman or Vice Chairman, is authorized to secure directly from
the Bureau of Internal Revenue (including the Assistant General Counsel for the Bureau of Internal
Revenue), or directly from any executive department, board, bureau, agency, independent establish-
ment or instrumentality of the Government, information, suggestions, data, estimates, and statistics,
for the purpose of making investigations, reports and studies relating to internal revenue taxation.

(b) The Bureau of Internal Revenue (including the Assistant General Counsel for the Bureau
of Internal Revenue), executive departments, boards, bureaus, agencies, independent establish-
ments and instrumentalities are authorized and directed to furnish such information, suggestions,
data, estimates, and statistics directly to the Joint Committee on Internal Revenue Taxation or to
the Chief of Staff of such Joint Committee, upon request made pursuant to this section.”

By virtue of the authority vested in me under the above-quoted section of law, I hereby re-
quest that the following information, suggestions, data, estimates, and statistics be furnished di-
rectly to me at Room 1336, New House Office Building, within ___7 __ days from the date of this
request:

The data requested in Exhibit A attached to this request.

Note: The source of this material will be kept
confidential if you so desire. It is intended

to be used for study purposes by the staff,

b Chief of Staff.

" DHactz I Goos -

Cliairman.

Datet ... July 24, A943. . .
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Exhibit A&

Individual Income, Corporation Income, Declared Value Excess Profits,
Excess Profits, and Capital Stock Tax Data, Distributed by Income Classes,
Calerdar year 1943

Individual income tax data (for taxable returns only)

1. Number of returns
2. Net income
3. Persongl exemption
4. Credit for dependents
5. Earned income credit
6. Normal tax net income
7. Partially tax exempt interest received
8. Wholly tax exempt interest received
9. Surtax net income
10. Victory tax net income
11. Normal tax
12, Surtax
13. Gross vidtory tax
14. Net victory tax
Corporation income and declared value excess profits taxes data

( shown separately, so far as practicable, for (a) all returns,
(b)_returns with net income, and (c) returns with no net income)

15. Total number of returns

16, Number of taxable returns

17. Net income

18. Partially tax exempt interest received
19. Wholly tax exempt interest recelived

20, Dividends received from domestic corporations subject to tax

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




-2 -

21, Aggregate dividends paid in cash and assets other than
company's own stock

22, Dividends received credit

23. Net income for declared value excess profits tax
24. Net operating loss deduction

25. Adjusted net income

26. Normal tax net income

27. Surtax net income

28, Normal tax

29. Surtax

30. Declared value excess profits tax

Corporation excess profits tax data
31. Number of taxable returns

32, Excess profits net income

33. Specific exemption

34. Excess profits credit

35, Unused excess profits credit

36. Adjusted excess profits net income
37. Excess profits tax

38, Postwar refund of excess profits tax

Corporation capital stock tax data

39, Number of taxable returns
4O0. Declared value of capital stock

41, Capital stock tax
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THE GENERAL COUNSEL OF THE TREASURY

WASHINGTON

August 14, 1943

Dear Mr. Eccles:

In connection with the series of conferences
which the Secretery initiated on August 10, I am
forwarding for your examination & list of general
questions on which the Secretary will need intorma-
tion in formulating his stetement to the Congress on
the tax program. Whaetever information you may supply
on the topics covered by these questions will be
very helpful.

The enclosed questions will be the subject of
informal discussion at the meeting next Thursday.
They are being sent to you now in order to give you
an advance opportunity to consider them.

In addition to the comments which you may make
at the conference, it would be helpful to have memoranda
covering such phases of the issues raised in the
enclosed questions as fall peculiarly in the juris-
diction of your agency.

It is, of course, important that the enclosed
material be treated as highly confidential.

Sincerely yours
/éM%//Z ,/-C?"‘-/Z

Generel Counsel

Honorable Marriner S. Eccles
Governor, Federal Reserve Board
Washington, D. C.

Enclosure
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STRIOTLY CONFIDENTIAL
- Capy Yoo 2.
GREAL GURSTIORS OF YHE GECELTARYYS 74X
STATEMLLT 20 THE CORGRELS

A. ipflation

1. #ould it meke an important difference in the effectivencss
of price control if the fortlwaming rovenue measuras were
%o supply only o few billion (perhaps §4 billion or §5 billion)
instead of $i2 billion, or aubstantielly wore than (12 billion,
in added texes? Would the difference iuvalve the abendonment
of goneral maximms prrice rogulation? Vhat wonld supplant
genesal maxlsun price ropulsation, and how effective would
it be?

2. In there Likely t0 be so heavy & volune of consuner buying
thet wholesale &nd ye'ail inventories will be daploted balow
the mindmos safe polut within the next yoor if tha fortheoming
rovenue weagsure mgplies

() only & Zew billion (poxhaps 34 billion or §5 billion)
in added Yuxes?

(b) $12 billion in added texes?

(s) swetantially wore than §12 billien in added taxes?

3. Are black markets in the nocessities of life (assuming that
theso nogesaitios must be kept subject to price control in
any awvent) likely to dewelsp to very scrious proportiocns
within the naxt yuar if

() thore 18 no edditional rwvenue?
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{db) the forthooming revenus maswe suppliss only a few
bhilllon: (psrhags §4 blllien or §5 billion) in added taxes?

{o) 1t supplies {12 Billion in added taxes?

{d} 4t supplies substantially more thea $12 billien
in adied thnss?
In pansral, will 1% b6 necossary 40 have an additional revenus
progrin substantially greater than the amouwnced $12 billion
‘o goal %o keep the ponersl price level from sdvaneing sharply
aver the pext yesry If the answer ie yes, spproximately how
mich yevenus phould bo &sked for in ordsr to prevent such a rire?
mtﬁxmwm,uw,mﬂdamamimmdmr
purchases 4n anticipstion of the texation?
I3 it desdxeble d¢ grant soss rellef from increasned taxstion to
indivicdunls who increase thoir rate of saving, in whatever form,
to a lovel cecidedly above normsl?
Is there substantisl danpor that 8 geaneral retail ssles tax would
renult in offeciive denamds for highar sage rates? Doos the saam
danger exint to & greator or lopser degree with &ny furthar in-
tresse in individual $ncome tox vates? Any other taxes you would
8oxe to montion?

B. Effect on Production

In thorm evidence ihab the present tax syston is

() dimoouraging over-tise work?

{b) 1inoreasing absonteeima or vtharwise deqreasing the
volume of work by those wiv alresdy lave Jobe?
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{c) discowaging potential workera frow taking jobs,
#spacinlly womwn?

9« (8) Can you suggest how much farthar it will be possibls to
g0 in taxation without incurring substantial dengers of
the type listed in Ho. B sbove (&8s an 1lJustration,
would an initial income tax rate of 30 percent erevote
such dangers)?

{b) #axw there relicf provisions which csulc be used to over-
coxe these dangers?

10. (a) Is the pressut tax system bearing so harshly on tho low
incows groups that they ars unable 2o meintain the standard
of consumption necaswary for elficlent working capacity?

{b} If the answer to question 10 (&) i 0o, do we still have
substantial loewsy for added taxes on these growps before
that canger besoumes important? (Ry low incoms groups is
meant Stone Caxdlies with aouusl gress dnscuws of Spproxie
mately $2,000 or lesa.)

11, Doss the present systan induce an appreciable degree of waste
of manpower and materials by businass managemsnt owing to the
height of

(a) the normal and surtax rates?
(b) tho excess prafits tex rate?
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C. Baulty
Iz 8t very important, eithar for purpooes of general morsle
or simply from considerntions of equity, to grant soms rallef
from increasel taxation to pewwons vho have

{a) entersd into contractunl commitxmente for saviags
{mortgnged homen, iusurance polieies, ete.) fhat would be
dierupted Dy heavier taxest?

(b) sneurred expesess ihat may denpte apssial burdens
or hardship, like the cost of noving to war jobs, increased
1iving coats in crowded war production cenders, cost of
speolal squipaent for sori, burial expensex, rad 8o on?
Should the fnorense in taxeiion ba kept deliberately at &
falrly sasll acount on the groundw that finsl settlement
of how the 2ot of the war 1s to be éiatributad amony fndl.
wvidusle 588 wnrions incomm levela, eto,, whould Le te n con
aidsrable degree postponed until after the war? To put the
natter anether war, is thers danger of loading too mmnh of
the bturdan ef $he wor on the low-incoune groups Af a drnetie
tax prograa ie wsdarteken now (end z correspondingly lighter
tax progran is to b nude posgible afiar the wur), instesd of
bnving the wartize inmcresss somswhat less and eonsejuandly the
1evsl of post-war taxation eonewhet higher than 1t othervise
would de?

Should another stieupt be wade to hold the net imcore available
after inooms tax Vo an spproximate maxfmum of, say, $25,000
{or sone other rigare)?
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15. (») Is it important to pluce special taxes on incroases in
individual incomes {i) on only a fow types of inorsase
and lerger incomes, or {41) on almost all Wypes of in-
erasse, sxempiing, however, inerecass in the very lév
incoms groups?
(b} ¥ould it be Gesirsble % huve merely a rellef provision
for those who have hed no incresuse im incomes?
{§) 1If so should the relis? be nersly in the forn of
fusedinte availability of a postwnr oyedit (restricbed
to the low-income groups)?

L, Paat-bYar Gonsiderations

18, In deciding how much additions] tux revenue to ruise, to vhat
sxtent aras post-wny sonsiderations Amportant? Gpselfically e
{a) Zxould we be concerned over the differsnce in the

size of ths post-way iaterest burdan that L2 implied Yy the
difference dDetween:

{1) no sdditions)l revesae

(11} additional ravenus of 54 billlea or §% Billien

(111) sdditional revenne nf 512 biilion

(iv) addisional vevenue of substantially more than

$12 v4lldiont

{¥} Is keeping down tha growth in the voluwe of dank deposits
and eurrency an imortant ressen for imposing further taxes?

{e) In geosrsl 1s 1t an iwportant eonstderation in framing
euy present tax progren $o e sure o have graatly lowver tax rates
aftey the war?
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