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DIGEST OF TESTIMONY

INTRODUCTION

This digest summarizes the statements of individual and Gov-
ernment witnesses appearing before the Ways and Means Com-
mittee during its hearings on the President’s proposal to extend for
6 months the excess-profits tax. Inasmuch as this report has been
prepared prior to the publication of the complete hearings, some
testimony may have been inadvertantly omitted.

Part T of this digest contains an alphabetical list of witnesses and
the dates of their appearances. Part IT contains a brief summary of

the individual testimony.
m






PART 1
INDEX OF WITNESSES

|
j!
|
|
|

Date
Amis, Thomas L____ _______________ _________________________ June 3.
Anberg, Oscar H__ ___ o ___ June 8.
Albord, Ellsworth C______________ .. June 10.
Bailev, George D__ ___ ____ ______ o ___ June 4.
Betner, Thomas ©____ ______________ . _____ June 13.
Biggers, Johm D___ . _____ June 10.
Bixler, Roland M________________ _____ L ______ June 11.
Bogue, E___ _ _____ o June 3.
Bolesky, R. W _ __ o ______ June 12,
Bonditeh, Richard L______________ . ______ June 9.
Burger, Georcre ________________________________________________ June 11.
Christopherqon S & June 10.
Clardy, Kit, Representatlw _____________________________________ June 12.
Clay, JOsop LT S - e S June 8.
Coleman George C_ _ _ June 9.
Collins, Bradley _______________________________________________ June 2.
Daggett, Fredeviek_______________ . Do.
Daine, Robert________________ _______ o ______ June 9.
avsaniv ol SN S S S June 11.
Deeb, George, Sr_______________________________ PR L June 8.
DeMambro, Gene . _ ___ Do.
Dennison, Pad T ___________________________ ___ _______ June 11.
Detweiler, Joseph H________ June 10.
Ditmars, Walter__________________________________________ June 2.
Dolle, Williamm L __________________ . June 5.
0¥ v st JROIRIn W me e June 3.
Draffan G s June 11.
Dudley (Z] 2111 G Y0 S S June 4.
Eaton, Melvin C_____ T Tt June 2.
Enders Harey H_ __ . June 10.
Evenson, CRRIEIEE LSRRI E LA AT R Do.
Fetchmeyer, Henry C_ June 5.
Fernald, Henry B__________ _____________ o ____ June 8,
Fetter, Johm B_________ .. June 11.
Giesceke, R. H_____ __ __ o _____ Do.
Gilbert, Robert A T June 10.
Glenn, Norman_ ___________ T June 8.
Grave% Jeannie .. ___ June 11.
Gray, Blisha_ ____________ I June 2.
Grav Lewis, C. W _ e June 2.
Griffin, J. O June 3.
Heyel', B. F. W oo e Do.
Hickox, Alan_ _ - _ June 2.
Holbrook, John K_ __ _ __ o __ June 3.
Hollander, Edmond D__ _ _ ____ __ ___ o _____ June 12.
Hughes, Rowland R_ _ ___ ____ o ___ June 1.
Humphrey, George M _____ __ __ Do.
Jalbert, Fu"one _______________________________________________ June 13
Jones, Mack C. I June 12
Kiefer, Alan. . ..o T June 2
Kimbsll, A. W _ June 9
Kracklauer, A. C_ e June 8
Lantermean, J. B _ _ June 4
Laube, Herbert L_____ . June 2

i
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Date
Laylin, Clarence D_ ___ L ____ June 9.
Lear, Coates______ _______ e June 4,
LeSourd, F. A _ _ o __ June 5.
Logan, Garrett___________________ . June 12.!
Lotz, R. B Al Do.
Loudon, Robert C__ . June 4. ‘
MecCabe, Thomas_ . _______ June 8. |
Mastin, T. H., Jr____ _____ o ___ June 12.|
Mathias, Edward W_____________________________________ June
Maytag, Fred, 11 __ e June 9. t
Mead, Brian_______________ June 12.
Meulen, A. Vander__.________________________ ... June 13.!
V1) e G lTc 1y N SV S U R R June 2. |
Mitchell, Don G June 9. |
Moore, Willam H ________________________ June 3. |
Morris, Robert____ . June 9. |
Muteller S tan T June 5. |
Mundy, E. H_ .. June 10.
Munroe, Linton S_ _ .. June ll.E
Nelson, ‘Alfred B___ T June 2
Nlchols, R.B_ June 4. |
Park, Lee I____ . June 5. |
Par kb mS R G s 0. }'
Peterson, Douglas, Jr_________________ . _________________ June 2. |
Peterson, Willam H__________________________ . June 8. |
Pinkney, James ¥_______________________________ S, Do
Pitt, Raymond __________________ L _____ June 3. |
Pool, John B____________ June 12
Potier, Lee A_ __ e Do.
Potter, Tom _ _ e June 11.l
Powderly, Wilbham ®H., Jr_____________________ __________________ June 5.
Putzell, . J., Jro - e June 12,
Richards, Roy_. _ . _____ . _____ June 2. (
Roll, R.C________ e Do.
Roswell, H. H___ ________ . June 9.
IRTTARS T, RURNTLERT . © e e e e e e June 9.
Sandt, Walter_________________ . June 11.!
Schultz, David T June 8. |
Seghers, Paul D_________________ ... June 4. |
Sheen, Robert T___ _______________ . June 8. |
Sprague, Phil T _________ .. June 2
Sprogell, Harry £ ______ L ______ June 12.
G T T 5 T (5 S S S June 10.
Stevens, William ¥ _ _ _ __ e June 9. 1
Sweet, Franklin T_______________________ . June 12.1
Taylor, Angus M_____________ o _____ June.
Thompson s A S o e June 13.
Thomson, J. Cameron_ _ __ . e June 5.
Watson, G5 G S N June 10.
Wlllmms John S___ . Do.
W 1lhams WA R - Y June 5.
Wilson, Blakely _______________________________________________ June 11.
WoodrJohn R S E SR e S e June 2.
Wortham, RR. W. S S Sy S June 12,
Yoder, Rooe} o AU 0 0 1 O June 10.
Yontz Merle R _______ Tl ITT June 13.

Yountr A e e e e e e June 3.



PART I
BRIEF SUMMARY OF THE INDIVIDUAL TESTIMONY

Thomas L. Amis, chairman, Young American Business Conference

Opposed to the extension of the excess-profits tax. Believes that
such a tax makes it impossible for small companies to survive on a
competitive basis with larger and older competitors. Believes further
that this tax has been demonstrated to be unnecessary and unwork-
able in increasing gross revenue for enough to offset the irreparable
damage it is doing to our economic machinery.

Oscar H. Ahnberg, vice president, R. T. Collier Corp.

Opposed to the extension of the excess-profits tax. Believes that
the excess-profits tax is unfair in that it strikes hardest at small
business, at new business, and at any business that tries to grow.
Believes that it is extremely hazardous to start a new business even
though the potential returns are such that the investment is con-
sidered as venture capital under calculated risks.

Ellsworth €. Alvord, Alvord & Alvord

Not in a position to express an opinion as to extension. Agrees
that the tax discriminates against small-growth companies, is in-
flationary, discourages investment in business, taxes efficiency, sub-
sidizes waste and poor management, discourages expansion, ete.
George D. Bailey, certified public accountant

Endorses the general principles of the President’s tax plan, par-
ticularly the principle of slowing up the elimination of the emergency
taxes until greater progress has been made in balancing the budget.
Agrees that the excess-profits tax is not a good tax.

Thomas E. Betner, Plastomatic Corp.

Opposed to the extension of the excess-profits tax law. Believes
that the present measure is a form of double taxation; does not pro-
vide capital for expansion, and prevents the investment of new
capital.

John D. Biggers, chatrman, Libbey-Owens-Ford Glass Co.

Supports the President’s proposal for extension of the excess-
profits tax to December 31, 1953. “KEven if the excess-profits tax
were permitted to expire on June 30 of this year, its provisions, as
you know, would be effective for the full calendar year of 1953.
The only change would be a rate reduction from 30 percent to 15
percent. Those companies most severely affected, like our own com-
pany, are paying the 70-percent maximum and in such cases the actual
reduction would probably be only ¢ percentage points instead of 15.
All of the inequities and disadvantages of the excess-profits tax would
be in effect for the full year.”
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Roland M. Bixler, president, J. B. T. Instrument Co. tJa

Oppoqr‘n to the extension of the excess-profits tax. Believes tha
this law throttles efforts to improve efficiency. Leads to wastefulness
reduces mitiative, and stifles business expansion.

}u
E. Bogue, president of Fitc., Ine. ]‘
Opposed to the extension of the excess-profits tax. Considers that

this tax prevents expansion of plant and equipment and has resultedL
in a very poor working-capital position.

e

Russell W. Bolesky, secretary-treasury, Therm-0-Disk, Inc.

Opposed to the extension of the excess-profits tax. Believes thab
small and growing companies are not allowed to retain enough of
their earnings {or expansion and working capital under this measure.

Richard L. Bowditeh, president, Chamber of Commerce of United States;

Opposes extension of the excess-profits tax. Believes that the end
of the excess-profits tax will stimulate initiative and that it will!
release funds for expansion which are now held in abeyance. Its'
virtues as a revenue are qualified by excessive costs of assessment 1n1
compliance; it discourages incentive for prudent management;
1t encourages waste and inefficiency; and it penalizes the small and|
growing and the progressive companies as against those which are
hggmd or statie.

George J. Burger, vice president in charge, National Federation of Inde—
pendent Business

Opposed to the extension of the excess-profits tax. Believes that
this measure deters young and growing companies. |

S. R. Christophersen, president, S. S. Parsons; chairman of the Board of
Smaller Business of America, Inc.

Opposed to the extension of the excess-profits tax law. Beheves
that this measure prevents small business from expanding. Prevents
small business from replacing existing plant and equipment as it wears
out.

tepresentative Kt Clardy, Michigan
Opposed to the extension of the excess-profits tax. Believes that

it stlikcs ‘at the very heart, the very root of our system, bcmuse 1t
skins off the money that would be required to create new jobs.”

Joseph B. Clay, president, Clay Equipment Corp., lowa

Opposed to the extension of the excess-profits tax. Believes that
the tax is “‘a penalty tax on progress.” Believes that the tax en-
courages wastefulness and extravagance, that it discourages efficiency,
imdtthat it works a particular hardship on the business working the
narclest.

George C. Coleman, president, Birtchard Dairy, Ine.

Opposed to the extension of the excess-profits tax. Believes that
if this measure continues most small businesses will have to cither
liquidate their assets and their companies or sell to a company for a
minimum amount of whatiaver they can ask for the same.
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Bradley Collins, individual investor

Opposed to the 6 months’ extension of the excess-profits tax. Be-
lieves that to continue such a tax will discourage investors in new and
growing businesses.

Frederick K. Daggett, president, Flexible Tubing Corp., Connecticut

Opposed to a 6 months’ extension of the excess-profits tax. Be-
lieves that small growth companies cannot grow without working
capital, which under this tax is taken.

Robert Daine, president, The Teleregister Corp., New York

Opposed to the extension of the cxcess-profits tax. Believes that
to levy this tax in any period other than outright warfare cannot be
defended on grounds other than those of sheer economic opportunism.
Recommends retroactive relief for net-deficit corporation.

John S. Dawson, vice president, Bridgeport Brass Co.
Recommends an amendment which would eliminate 1950 from the
formula.

George Deeb, Sr., Steel-Bronze Sealing Rings Co., Indiane

Opposed to the extension of the excess-profits tax. Considers that
the excess-profits-tax law has forced him out of business.

Gene DeMambro, president, Lincoln Park Industries, Inc.

Opposed to the extension of the excess-profits tax. Believes that
the excess-profits tax has impeded growth; has made it impossible to
maintain a competitive position in the industry by purchasing modern
equipment; has made it impossible to replace depreciation accounts
for old and obsolete equipment; has inereased debt in times of high
mdustrial activity; has made it impossible to pay dividends which
are the life blood of new cquity capital; has siphoned off capital needed
for expansion; and has created an attitude of frustration in manage-
ment.

Paul T. Dennison, president, Minnesota Rubber & Gasket Co.

Opposed to the extension of the excess-profits-tax law. Believes
that the tax discriminates against the small groups of busiesses,
that it penalizes imitiative, and it 1s a failure as a revenue getter.
Joseph H. Detweiler, secretary and treasurer, Arqus Cameras, Inc.

Believes that the excess-profits tax is discriminatory and that it
penalizes the efficiently managed growing eompanies. Suggests the
best argument for its discontinuance is that the tax would not affect
more than 12 percent of the corporations with taxable income in 1950.
Walter Ditmar, president, Gray Manufacturing Co., Connecticut

Opposed to a 6 months’ extension of the excess-profits tax. Believes
that Lus corporation has been injured by the excess-profits tax. Clites
that this tax has crippled initiative, prevented expansion, and pre-
vented healthy competition with other organizations in this industry.
Believes that due to the excess-profits tax there has been no significant
increase in the net profits after taxes although gross sales have
mereased by 165 percent. '

35286—53 2
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William L. Dolle, president, Lodge & Shipley Co.

I

I§

1

Opposed to the extension of the excess-profits tax. Believes thai
this law has a damaging effect on the national security in that i 3
retards the developmeat of machine-tool research, design, an
production. i

John W. Douglas president, Republic Foil & Metal Mills, ]nc:
Connecticut

Opposed to the extension of the excess-profits tax. Believes 'thera?

can be no argument for its reenactment. The results of this tax hav
been lost growth, lost competition, lost employment, lost Income,
lost tax revenue, and lost opportunity to strengthen the nationall
£CONOIMY. Believes that if Congress does not have faith in our eco
nomic future, it would be better to assure the $800 million revenu
by a small tempOI ary rise in the regular corporate tax rate in place o
another crippling tax on a select segment of our economy. !

G. L. Draffan, president, the Ohio Brass Co.

Opposed to the extension of the excess-profits tax. Believes thaﬁ.

as presently enacted it does not and cannot accomplish its purpose. i

Claude W. Dudley, the Ohio Match Co. |

Proposes an amendment to the excess-profits-tax law regardless ofr
whether the measure is continued throughout the year or is discon-
tinued on June 30. Suggest that the law be amended to take care ofj
the inequity with respect to the operation of the carryback provision;
which affects this company and may affect any calendar year cor-
poration, or any corporation operating on any basis other than a,
fiscal year ending June 30. I

M. C. Eaton, president, Norwich Pharmacal Co. |

Opposed to a 6 months’ extension of the excess-profits tax. Believes
that this tax n‘un,)ers the development of the domestic economy
because it stymies the growth of an individual unit which could makel
great contribution to the cconomic and social welfare of the country
If excess-profits tax expires, companies subject to the tax will e\pa,n(”
and thus create jobs and more taxable income.

Harry H. Enders, secretary and treasurer, Young & Rubicam, Ine.

Recommends that section 459 (d) of the Internal Revenue Code
be amended to include in addition to television-broadcasting com-
panies “other taxpayers such as advertising agencies also engaged in
the business of television broadcasting.”

C. B. Evenson, president, Michigan Wheel Co.

Opposed to the extension of the excess-profits-tax law., Believes
that its continuation will result in far more harm by preventing
businesses from obtaining additional risk capital, preventing expan-
sion and preventing further employment to the communities.
Henry . Fechimeyer, comptroller, Ampco Ldetal, Inc.

Opposed to the extension of the excess-profits-tax law. Believes
that this tax is highly discriminatory. Feels that it has led to basic
inequities in a highly conlpetitive business world which cannot be
overcomne by relief provisions, however ingenious, but only by its
repeal or expiration. Believes that this tax is a poor revepue pro-
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Iduce" and that it produces administrative and collection pro‘)lemb
{Considers that the law is expensive to administer directly and in-
‘dlrectlv to the point of diminishing returns. Further points out
ithat the proposed extension would “double the Government’s con-
tmgent liability for refund under the carryback provisions of the act.

‘Henry B. Fernald, chairman of the tax commitice, American AMining
Congress

Strongly urges that the excess-profits tax be repealed as of Decem-
ber 31, 1952, or at least be allowed to expire under existing law June
30, 1953. Believes that the excess-profits tax has an adverse impact
on business affairs because of its many mequities.
John B. Fetter, Fetter Co., Kentucky

Opposed to the extension of the excess-profits tax. Believes that
the law is unjust, inequitable, and prevents the growth of business.
Marion B. I'olsom, Under Secretary of the Treasury

Appearance in respect to the lobbying law.

R. H. Giesecke, controller, McGraw Electric Co.

Opposed to any extension of the excess-profits-tax law because there
1s no possible degree of equity and because of its complexities and
costly and confusing administrative problems. Feels that this
measure prevents expansion programs and festers hesitancy on the
part of prospective investors.

Robert A. Gilbert, National Security & Research Corp.

Opposed to tlm extension of the excess-prefits-tax law. Believes
that it is easier and cheaper to reduce the budget than it is to let
excessive taxation drive the economy into a deYCSblO

Norman Glenn, president, Sponsor Publications, Inc.

Opposed to the extension of the excess-profits tax. Believes that
it is diseriminatory and unfair to new ard growing corporations,
particularly with respect to small businesses.

Jennie H. Graves, president, Vogue Dolis, Inc.
Opposed to uhe extension of the excess-profits tax. Believes that

it was not the intention of Congress to levy taxes which are inequitable,
which destroy incentive, and stifle new and growing enterprises.
Elisha Grey, president, Whirlpool Corp., St. Joseph, Mich.

Opposed to a 6-month extension of the excess-profits tax. 1t is
believed that under this tax there is not enough retained earnings to
finance the mcreased volume of business without going heavily into
debt. Working capital needed for expanded custormer credit, for
additional materials for production, for increased factory production,
and for extra operating cash is scriously eurtailed by this tax.

C. W. Gray-Leuns, treasurer, Lily-Tulip Cup Corp., New Jersey

OppOsed to the extension of the excess-profits tax. Believes that
this tax hinders necessary growth. Believes that so long as the excess-
profits tax remains on the books this company cannot retein enough

earnings to expand normal business and new developments ndcmmtelv
Further believes that this tax causes severs limitations on borvowi 1G.
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J. C. Griffin, treasurer, International Register Co., Illinois ‘n

Opposed to the extension of the excess-profits tax. Believes that)
this tax has seriously restricted the supply of working capital. Be-j
lieves that the excess-profits tax is a great destloyer of efficiency. !ﬁ
Believes that this tax has resulted in many unsound and unnecessary |
programs undertaken by companies on the theory that the Govern-|
ment pays the lion’s share of the expense. Believes further in they
fact that this tendency to spend unduly
inflationary instead of deflationary. h

B. F. W. Heyer, president, Heyer Indusiries, New Jersey

Believes the excess-profits tax is mequltabk however, feels that!
the present problem cannot be solved by lettlnv the excess- proﬁts‘
tax die as provided by law unless the revenue it produces is replaced. |
Proposes a simple amendment to the excess-profits tax which will |
immediately correct its inherent inequities. Amend the tax so that!
it will be applied only as a penalty tax for companies who do not|
require extra earnings for expansion and who do not actually use them
for this pmpose This means this “penalty tax’ of 30 percent Wlllf
also apply against those excess earnings if they are distributed as|
dividends; for in that case the money is not needed for business
expansion. :

Allen Hickox, president, Low’s Reproduction Service, Inc. |

Opposed to the extension of the excess-profits-tax law. Believes |
that this additional tax is a penalty on business for the crimes of effi-
ciency, increasingly higher wages, growth, employment, and accelerated
circulation of dollars through increased sales.

John K. Holbrook, secretary and counsel, Allied Control

Statement is a departure from the direct issue of whether the
excess-profits tax should or should not be continued. Recommends
that this tax be amended where necessary to cure its inequities or
unfairness and that such amendment should be retroactive to the
effective date of the act.

Edward D. Hollander, national director, Americans for Democratic
Action

Supports the extension of the excess-profits tax beyond June 30,
1953, to maintain the present level of revenue during the foreseeable
future. Believes that this measure does not suppress business
initiative. Points out that the rate of investment in business plant
and equipment has increased nearly 50 percent since this tax was
imposed.

Rowland R. Hughes, Assistant Director of the Bureaw of the Budget
Urges the extension of the excess-profits tax because of a number
of adverse factors in the budget picture scheduled to come to focus
in the fiscal years 1954 and 1955. They are: (1) The peak of expendi-
tures, (2) the revenue loss as a result of tax reduction already in
the law, (3) the overestimate of receipts for fiscal 1953 and 1954,
and (4) the difficulty of adjusting downward the expenditures for
the huge buildup of contracts and commitments already on the books.
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'Hon. George M. Humphrey, Secretary of the Treasury

Urges the extension of thie excess-profits tax for 6 months through
‘December 31, 1953. Believes this is necessary in view of last Jan-
juary’s budget filed for the fiscal year 1954 showing estimated receipts
lof $68.7 billion and expenditures of $78.6 billion with a prospective
\deficit of $9.9 billion. Believes that on July 1, 1953, when the excess-
profits tax expires there will be involved a loss of revenue of $2 billion
'in a full year and $800 million in fiscal 1954. The individual income
‘tax rates are scheduled for reduction beginning January 1 by amounts
ranging from approximately 10 percent in the lower and middle
brackets to between 1 percent and 2 percent in the highest brackets.
This will involve a loss of $3 billion on a full-year basis and $1.1
billion in fiscal 1954. On April 1, 1954, the normal corporate tax is
to be reduced from 30 percent to 25 percent, with the surtax remaining
at 22 percent. This will reduce the total regular rate on the bulk on
corporate income from 52 percent to 47 percent. It will mean a loss
of $2 billion in a full-yvear operation with only a small loss in fiscal
1954. These reductions total approximately $8 billion for a full-
year operation and $2.1 billion for fiscal 1954. Believes that no
mmediate tax reduction can be safely made at this time. Further
believes that there are many inequities and hardships which occur
from various provisions of the several laws. On the basis of all
these facts and taking into account the need for maintaining military
security and economic security, it is believed that these recommenda-
tions should receive favorable consideration.

Hon. George M. Humphrey, Secretary of the Treasury
The second appearance of Mr. Humphrey concerns the lobby law.

Eugene Jalbert, treasurer, Judson Dunaway Corp.

Opposed to the extension of the excess profits tax. Believes that
small companies are penalized at a time when growth is most needed.
Believes that if the Government feels additional revenue is necessary,
it should be levied and collected on a basis that is fair to all.

Mark C. Jones, president, M. C. Jones Electronics Co., Inc.

Opposed to the extension of the excess profits tax law. Believes
that this measure severely curtails modernization and expansion
and prevents the accumulation of adequate working capital.

E. W. Kiefer, chairman of the board, Port Fluron Sulphite & Paper Co.,
Michigan
Opposed to the extension of the excess profits tax. Believes that
industry in order to maintain growth and maintain modernization
of equipment must have additional working capital now being taken
by the excess profits tax.

A. W. Kimball, executive vice president, the National Small Business-
men’s Association
Opposed to the extension of the excess profits tax. Believes that
this tax is economically unsound and unethical. Suggests that if it
is so important to the fiscal policy of the Government that $800
million of revenue be retained in receipts this year by imposing the
corporate income tax on the presently untaxed earnings of savings
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|
e
and loan associations, cooperatives, mutunal savings banks, credit
unions, and other financial and cormmercial institutions which are!|
now taxed very little or not at all, recommends the adoption of H. R. /
1559, a measure designed to tax sucly earnings. Estimated that this,
would produce $800 million i1 new revenue. 1

A. C. Kracklauer, president, Sparkler Manufacturing Co.

Opposed to the extension of the excess-profits tax. Believes tha.tL
such a tax prevents the increasing of plant and equipment facilities,;
Prevents the building of reserves for expansion. Does not believe,
that it is the intention of the Government to deliberately stifle the;
natural growth of business through unjust and vicious legislation. |
J. B. Lanterman, controlier, American Steel Foundries, Illinois A

Opposed to the extension of the excess-profits tax. Believes that
the tax is not equitable, is not understandable in its application, is,

difficult to administer, and that its effect upon our economic activities!
is undesirable.

&
i

Herbert Laube, president, Remington Corp.

Opposed to the 6 months’ extension of the excess-profits tax.
Recommends that new companies be encouraged to take advantage
of growth possibilities and that new companies be put on a moreﬂ
competitive basis with older companies by the complete elimination
of the excess-profits tax.

Clarence D. Laylin. Appearing on behalf of the Ohio Chamber ofi]
Commerce, Columbus, Ohio )
The Ghio Chamber of Commm ce is opposed to the extension of they
excess-profits tax. I am authorized to say that the Georgia St‘tte1
Chamber of Commerce, the Kansas State Chamber of Commerce the
West Virginia State Chamber of Commerce, and the south Tevasl
Chamber of Commerce concur in that position.

Coates Lear, vice president, Overseas Nalional Airways }

Cpposed to the extension of the excess-profits tax. Believes it tol
be unfair and discriminatory and to have a disastrous effect on young
and rapidly ¢-owing industries and particularly on small companies
such as Overseas whose very existence is threatened by the extension
of the excess-profits tax.

F. A. LeSourd, counsel, Superior Portland Cement

Urges that there be coupled with any extension of the excess-
p10ﬁts tax, or that there be adopted even though the tax not be
extended, provisions along the lines of H. R. 610 retroactively cor-:
recting the 1nequ1tles in that tax. Believes that the effect of the
exu‘ss-proﬁts tax law is to give a bonanza to a wrongdoer and penalize|
his victim. Believes that to correct inequities in “the tax laws and.
that such corrections would involve very little loss of revenue.

Garrett Logan, board of directors, Franks Manufacturing Corp. |

Opposed to the extension of the excess-profits tax. Believes that‘
a company with small financial resources requiring all the working
capital it can get to finance its growth must not be burdened with the.
insurmountable barrier of this law.

e e =t
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:]1’ F. Lotz, comptroller, Virginia Smelting Co.
" Opposed to the extension of the excess-profits tax. Recommends
‘that if additional revenue is needed during the next 6 months or until
‘the new tax law is written that temporary adjustments to the normal

tax rate be made.
Robert C. Loudon, comptroller, Symington-Gould Corp.

Opposed to the extension of the excess-profits-tax law. Considers
such a tax can never be equitable in spite of the best efforts of the
committee to make it a fair law. Believes that whether or not the
excess-profits tax is extended an inequity to the Symington-Gould
Corp. be remedied by amending section 435 (g) (5) (B) and by amend-
ing section 535 (g) (6).

Thomas B. McCabe, Scott Paper Co.

Testified in support of the Fresident’s proposed extension of the
excess-profits tax. Believes that if the excess-profits tax is not ex-
tended now when corporate earnings are on a high plateau, other sources
of tax revenue will be jeopardized.

R. Edward Mastin, president, LaFavorite Rubber Manufacturing Co.

Opposed to the extension of the excess-profits tax. Feels that under
this measure sufficient working capital for new machinery and equip-
ment is seriously curtailed.

Edward W. Mathias compiroller and assistant treasurer, Durez Plastics &
Chemicals, Inc.

Opposed to the extension of the excess-profits-tax law. Opposition
to the extension of the excess-profits tax does not contemplate any
reduction in the total amount of Federal taxes paid by corporations.
It merely proposes a more equitable distribution of Federal corporate
income taxes by a nominal upward revision of the corporate income-tax
rates.

Fred Maytag, president, Maytag Co.

Opposed to the extension of the excess-profits tax. Believes that
this measure is a penalty tax and has no place in a sound fiscal program.
This tax is particularly burdensome to small and growing companies.

Brian Meade, secrelary-treasurer, Mawlin-Rockwell Corp.

Opposed to the extension of the excess-profits-tax law. Believes
‘that the expiration of the excess-profits tax would be a stimulant to
business and that any loss in revenue could be partially offset by
savings in defense commitments.

A. Vander Meulen, vice president and treasurer, United Specialties Co.

Opposed to the extension of the excess-profits-tax law. Feels that
the excess-profits tax has forced many small companies into long-term
debts which jeopardize financial stability. Believes that no tax law
which takes away from a growing corporation the capital that it
needs to grow on should be allowed to continue.

Glen Miller, vice president-treasurer, Tow-Motor Corp., Ohio

Oppesed to the extension of the excess-profits tax on the ground
that it is inequitable and penalizes growth.
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John G. Miichell, chairman, board of directors, Sylvania Electric
Products, Inc.

Opposed to the extension of the excess-profits tax. Believes that
it is vicious, discriminatory, unfair, feeds inflation, fosters waste and
mefficiency, and is stifling growth. The principal inequity of the
excess-profits tax is that it subjects taxpayers in ths same industry
to widely differing degrees of taxation. In addition to recommenda-
tions that the excess-profits tax not be extended, strongly urges that
the excess-profits-tax law be amended retroactively for all years to
which applied so as to permit an acquiring corporation, such as Syl-
vania, to determine whether it is eligible for the benefits of the growth
formula on the basis of its own experience, both before and after the
liquidation of subsidiaries.

Walliam H. Moore, Packard-Bell Co.

Opposed to the extension of the excess-profits tax on the ground that
it is discriminatory and economically unsound. Believes, however,
that in the event such tax is extended, retroactive relief should be
granted to this company by allowing it to use as the basis of computing
its tax credit the income for the period beginning July 1, 1950, and
ending June 30, 1951.

Robert Morris, Ferguson-Lander Box Co., Illinois

Opposed to the extension of the excess-profits tax. Believes that
the tax is vicious, inequitable, and a penalty on thrift. Suggests that
if the $800 million is so necessary, the Government could obtain it by
raising the surtaxes 2 percent for the last 6 months of 1953.

Stan Mueller, secretary-treasurer, Pacific Coast Engineering Co.

Opposed to the extension of the excess-profits tax. Believes that
this tax offers no incentive for growth, reduces working capital, dis- |
rupts long-term planning thereby adding to cost, stops plant expansion, }
and has a bad moral effect on business. |

l

E. H. Mundy, treasurer, Sturgis Posture Chair Co.

|
Opposed to the extension of the excess-profits-tax law. Believes |
that American business will actually return more tax dollars to the’
Treasury without this unfair tax. To allow this tax to remain law, |
even for a short time, will do serious damage to the future ability ofl
American industry to expand and care for an increasing labor supply. |

L. S. Munroe, Jr., secretary-treasurer, Budd Cigar Co., Florida

Opposed to the extension of the excess-profits tax. Believes that in |
order to enlarge operations, increase employment, thereby providing |
more Federal revenue, it is essential that a fair return on investment
be realized. W OI‘]\III“‘ capital cannot be increased enough to allow for
this normal expansion under the excess-profits tax. |

Alfred Nelson, president, Superior Electric Co., Connecticut “

Opposed to extension of the excess-profits tax. Believes that this |
tax is very scriously interfering with the growth of the company as !
well as jeopardizing the jobs of its present employeos Belicves that|
the excess-profits tax is a strong deterrent to plant modernization.
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R. B. Nichols, president, the Torrington Co., Indiana

Opposes any extension of the excess-profits tax and requests correc-
tion of past inequities. Believes that this tax makes it impossible for
many companies to retain enough earnings after paying their taxes
to be in a sound cash position. Believes that a company should have
more than 3 years within which to develop and promote its new
product for purposes of qualifying for relief. Proposes amendment
to section 443 (2) of the Internal Revenue Code. This lunguage is
contained in H. R. 1982.

Lee I. Park, chairman, tax section, American Bar Association

The association has taken no position on the desirability of extending
the excess-profits tax beyond June 30, 1953. The association believes,
however, that the existing law is vitally defective in failing to provide
an adequate general relief provision. The association recommends
that a new part V be added to subchapter D of chapter I of the Internal
Revenue Code in order to provide relief in cases where abnormalities
and imequities are shown to exist in the law as it now stands. The
association’s recommendations in draft form are essentially the same
as H. R. 610 and relate solely to the determination of the normal base-
period earnings which are to be used as a basis for computing under
presently prescribed rules the amount to be subtracted from the
earnings of the taxable year for the purpose of ascertaining that part
of the earnings of the taxable year which are considered to be excess
profits and to be subject to the excess-profits-tax rates.

R. G. Parkhurst, assistant treasurer, Santay Corp., Illinois

Opposed to the extension of the excess-profits tax. Believes that
such a tax removes all opportunity to continue research in a vastly
expanding industry because there is little or no money remaining to
put back into the business. Feels that the excess-profits tax removes
working capital which is so badly needed for expanding industries.

Douglas Peterson, Jr., president, Superior Manufacturing Co., North
Carolina
Opposed to the extension of the excess-profits tax. Believes that
as a result of this tax this company is placed in a position whereby it
is impossible to pay a fair return on invested capital and still retain
in the business those earnings which commonsense and good business
judgment demand for survival.

Dr. William H. Peterson, professor of economics, Polytechnic Institute
of Brooklyn
Opposed to the extension of the excess-profits tax. Believes that
the excess-profits tax is unscientific, that it is destructive, and that if
it is “bad’ 6 months from now it is bad now.
James F. Pinkney, general counsel, American Trucking Associations, Inc.
Opposed to the extension of the excess-profits-tax law. Feels that
this tax is a serious impediment to the normal and healthy growth of
industry and that the Treasury would profit more in the long run by
its immediate removal.
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Raymond @G. Pitt, president, Elcen Metal Products Co.

Opposed to the extension of thie excess-profits tax. Believes that
this tax has taken money urgently needed to provide adequate plant
facilities, equipment, and working capital

John B. Poole, counsel for Television Broadeasters Tax Commyttee.

Opposed to the extension of the excess-profits tax law. Believes
that it penalizes growth and development of new and small-business
enterprises, and for them it has caused the tax ceiling of 70 percent to
be the effective rate.

|
|
|
|
l

Lee A. Potter, Jr., president, Young Presidents Organization

Opposed to the extension of the excess-profits-tax law. Behevesl
that this tax encourages inefficient management, that it retards busi-
ness incentive, and discriminates against “small busmess and particu-
larly against g orowth business. i

Thomas J. Potier, comptroller, Metal-Glass Products Co. ’

Opposed to the extension of the excess-profits-tax law. Believes |
that excess-profits tax promotes and encourages inefficiency. Astro-
nomical sums of the so-called 18-cent dollars are squandered each year |
on advertising, promotional schemes, giveaway expense accounts, re-'
decorations, and exclusive club dues. This wasteful attitude actual]y‘
contributes toward the inflationary spiral. Believes that if this tax|
is extended to December 31, 1953, it could very well mean that the|
Government will be in a position of having to refund huge sums in a |
lean year when it can least afford an influx of refunds.

William H. Powderly, Jr., tax accountant, appearing for W. H. Steﬁ-[
ler, secretary-treasurer of the Robertshaw-Fulton Controls Co., Penn-
sylvania

Opposed to the extension of the excess-profits-tax law. Hinders|
needed expansion. “As a result of this cash stringency we were forced !
into the money markets in 1951 and 1952 and are again in the plocess
of seeking capital which should have been provided in large part by
earnings Tetained. The effect has been to stifle normal growth and |
ultlmately to restrict tax revenues from corporations.” |

Edunn J. Putzell, Jr., secretary, Monsanto Chemical Co. |

Opposed to the e\tenslon of the excess-profits-tax law. In theI
event that the present law should be extended, a bill to amend it |
should include a provision to make available to corporate taxpayers a
carryback of any unused excess-profits-tax credit during the period;
immediately following termination of sucl law. l

Roy Richards, president, South Wire Co., Georgia ‘

Opposed to a 6 months’ extension of the excess-profits tax. Believes|
that the excess-profits tax has prevented expansion of growth busi-
ness and that the excess-profits tax is the reason that this company |
has overestimated its debt position. Believes that due to having
no base period they are paying percentagewise the highest tax in the!
industry. ‘

R. C. Roll, executive vice president, Betz Corp., Indiana

Opposed to the extension of the excess-profits tax. States that,
during the past year earnings were below normal. The major reason
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for the drop in profits in the past year is directly traceable to the
excess-profits tax. Believes that this tax has curtailed earnings to
such an extent that normal replacement of facilities could not be
made. Believes that if the cxcess-profits tax is allowed to expire
will be able to increase sales by 100 pereent.

H. H. Roswell, publisher of the Police Gazette

Opposed to the extension of the excess-profits tax. Believes that
this measure is a “hangman’s noose”’” around small firms. Believes
that this measure is depleting practically all of earnings. ‘“Because
of this tax, profits last year after a full year’s operation amounted to
less than the cost of getting out one issue of our magazine.” In the
event this tax should be continued, an equitable relief provision should
be made available.

Stanley Ruttenberg, director, department of education and research,
Congress of Industrial Organizations

Supports the extension of the excess-profits tax. Believes that this
measure should not carry a termination date but should be held on
the statute books as long as needed. Believes that this need will
continue beyond January 1, 1954. Believes that the charges leveled
against the excess-profits tax are not well-founded criticism. Be-
lieves that only large business pays this tax.

Walter Sandt, Smaller Bank Tax Conference

Opposed to the extension of the excess-profits-tax law. Believes
that it is not possible for small-business men to expand their working
capital under this measure. In the event the measure should be
extended, it should be amended retroactively to include a provision
permitting banks to include their savings liabilities in the form of
savings accounts, savings certificates, or whatever form as borrowed
capital, for the purpose of computing their excess-profits-tax credit
by the industry rate of return method.
David T. Schultz, vice president-treasurer, Eaytheon Manufacturing Co.

Opposed to the extension of the excess-profits-tax law. Believes
that it is an extremely harsh law, that it stifles opportunity to compete
for venture capital, and believes that the measure is an unproductive
tax.

Paul D. Seghers, the Federal Tax Forum, New York

Considers that the reccommendations as to whether the excess-
profits-tax law should be allowed to lapse on June 30 or should be
extended for further period is not within their province. Submitted
16 recommended amendments which they believe necessary to correct
injustices and inequities that exist in the excess-profits-tax law.
Robert T. Sheen, president, Milton Foy Co., Pennsylvania

Opposed to the extension of the excess-profits tax. Considers it an
“antigrowth’ tax. Feels that it penalizes small-growth organizations.
Phil T. Sprague, president, Hays Corp., Indiana

Opposed to the excess-profits tax. Believes that due to this tax
this company is weaker financially. Prevents reinvestment of neces-
sary profits in capital equipment. Also believes that the tax prohibits
Imvestment in research and development work.



16 DIGEST OF TESTIMONY OGN EXTENSION OF EXCESS-PROFITS TAX

Opposes extension of the excess-profits tax. Believes that such
a tax actually penalizes thrift and efficiency and hampers business
expausion and that it works particular hardships on successful small |
businesses which must depend upon retained earnings for growth. l
Believes that retained earnings under the excess-profits-tax law are
inadequate to finance the natural development of & corporation and
bat there 1s little incentive for new capital to risk the uncertainty
of a new and growing business. |

|
|

Angus M. Taylor, Jr., Chemical Industrial Corp. l

William A. Thompson, president, Tool Crafi Products, Inc.

Opposed to the extension of the excess-profits-tax law. Believes
that this tax prevents expansion and seriously hinders the working
capital position of small companies.

Harry E. Sprogell, secretary, Perfect Foods, Inc.
|

Opposed to the extension of the excess-profits tax law. The con-
sequences of this tax have been to rob the company of cash which
1s necessary for operation. Further expansion under this law is
entirely impossible. Capital has not been accumulated even to repay
the price of the last expansion. |

F. C. Steffens, vice president, National Rejectors

Opposed to the extension of the excess-profits tax. Believes that
if the excess-profits tax had not been in effect they could have financed
their whole expansion out of earnings, thereby creating more jobs.

William E. Stevens, certified public accountant, Blowing Rock Chair Co.,
North Careclina

Opposed to the extension of the excess-profits tax law. Believes
that in the event that this measure is continued it should be amended
to allow new corporations a credit comparable to the earning expe-
rience of older corporations and that such amendment should be
made retroactive to ailow new corporations to correct the injustices
of past years.

Franklin T. Sweet, vice president, The Di-Noe Co.

Opposed to the extension of the excess-profits-tax law. Believes
that 1if the excess-profits-tax law is allowed to expire it will be an
added incentive to business which will be returned to the Govern-
ment in the form of taxes greatly in excess of the amount which they
will receive as a result of the present law.

J. Cameron Thomson, chairman, Monetary and Debt Management,
Committee for Lconomic Development
Supports the President’s proposal for the extension of the excess-
profits-tax law to December 31, 1953. Believes that if there were any
danger that the excess-profits tax might go on and on their position
would be different.

C. G. Watson, president, Youngstown Welding & Enginecring Co.

Opposed to the extension of the excess-profits tax on the ground
that it is unjust, it penalizes efficiency, know-how, and ingeauity.
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Points out that a small company is obliged to stay small because it
is not allowed to retain sufficient money to keep up with its industry.

Jokn S. Williams, president, Williams & Marcus Co.

Opposed to the extension of the excess-profits tax. Believes that
this measure is unfair, unreasonable, and mequitable as it does not
treat all taxpaycrs on the same impartial basis. In the event it
becomes necessary to collect larger revenues, suggest that it not be
done through excess-profits taxes of the present kind but through
leneootmtxon of Government contracts and subcontracts to lecaptulc
excessive profits and prevent war profiteering and through the usc of
higher base rates or broader tax rates which would affect “all taxpayvers
alike.

W. A. Williams, president, Dearborn Glass Co.

Opposed to the extension of the excess-profits tax. Agrees with
other testimony that the excess-profits tax has a stifling effect on
growing business and makes it extremely difficult for a business to
have .l.lequfmte working capital.

Blakely Wison, vice president, Plainville Electro Plating Co.

Opposed to the extension of the excess-profits-tax law. Believes
that the law prevents proper plant expansion, procuring of equip-
ment, and building. Pointed out that if they cannot keep earnings
they cannot grow.

John R. Wood, Jr., treasurer, Clark Equipment Co.

Opposed to the extension of the excess-profits tax. Believes that the
the excess-profits tax is ‘““a ball and chain” tied only to the leg of those
who are growing rapidiy. Believes that the excess-profits tax is a
serious handicap to growth in that it forces corporations into extra
debt.

Richard W. Wortham, Jr., execuiive vice president, Southland Paper
Alls, Inc.

Opposed to the exteusion of the excess-profits-tax law. Believes
that it is an unjust form of taxation. In case revenue is required, it
should be obtained by an equitable and just method of taxation, a
small increase in the normal corporate tax rate, for example.

Roger A. Yoder, secretary-treasurer, appearing on behalf of the Detroit
Steel Corp.

Opposed to any extension of the excess-profits tax. Believes that
the psychological reaction to the expiration of this tax will provide a
stimulus to business which will result in inecreased normal tax revenue
which will overshadow the revenue temporarily lost by the expiration
of the excess-profits tax. Should the commttee and the Congress
vote an extension of this tax, we firmly believe that there should be
included in the statute a general relief provision to bring about a
correction of some of the more gross inequities which are embodied
in the excess-profits tax as it presently exists.
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Merle Yontz, president, Le Tourneau-Westinghouse Co.

Opposed to the extension of the excess-profits tax. Believes that
the inequities and uncertainty of this measure is a heavy handicap
on growing companies. Believes that such a tax does not provide the
necessary capital for an expanding progressive company.

J. L. Young, Young & Greenawalt Co.

Opposed to extension of excess-profits tax. Believes that it hinders
normal expansion, is discriminatory and prevents construction of
necessary equipment.

O



