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STATEMENT OF CONGRESSMAN JOHN B. ANDERSON BEFORE THE COMMITTEE ON 

WAYS AND MEANS, MARCH 19, 1976

Mr. Chairman, Members of the Committee, I am grateful for this opportunity 

to share my thoughts with you on the question of reform of our current estate 

tax laws.

"The farmer lives poor and dies rich," as the adage has it, and this has 

created an inequity in our estate taxing policies. Farming is land-intensive, 

and land costs have risen drastically. The highly mechanized American farm of 

the 1970's is also capital intensive. Huge sums must be tied up in imposing and expen­

sive agricultural machines undreamt of by Cyrus McCormack. The rewards to our 

society are great. Yields per acre of arable land are high, and the prices of 

agricultural commodities are correspondingly low. American families devote a 

comparatively small percentage of their income to food purchases. Yet while 

investment in farming operations Is sizeable, the return on invested capital 

for farmers Is modest. Estate taxes on the land and equipment necessary for 

operating a farm are often an unbearable burden for the heirs of a farmer who 

wish to continue tilling the family acres.

Several letters from my constituents express the human toll of this 

unwieldy taxation better than I could. A farm wife in Polo, Illinois writes, 

"We have mortgages on two farms In Ogle County. My husband is a cardiac, 

diabetes, and dialysis patient. The increase in land value has horrified me and my 

children with the estate taxes as they now stand. It will mean we will have 

to sell — which we didn't want to do." Another farmer from Harvard, Illinois, 

in my district writes, "We recently had a death in the family and the Federal 

and State inheritance tax on our farm nearly knocked us out." "We have witnessed 

many auctions because when one of the owners dies everything must be sold to 

pay the taxes" wro® another woman.

(1)
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This 1b clearly a situation where our concern for our physical 
surroundings.dictates that we encourage the use of land for agricultural, 
rather than developmental purposes. In addition, prudence Indicates that we 

should husband the components of our farming industry, including land, 

equipment, and people, in order to meet the increased demands to be made 

on U.S. agriculture in the future. These intangible considerations of 

environment and potential must take priority over monetary evaluation of 
estates.

Mr. Burleson of Texas has introduced legislation which would take 
several steps to alleviate this problem. Though I am not in-full agreement 
with all the provisions of the bill, I have cosponsored it to Indicate my 

concern about the situation. In summary, sections 1 and 2 of the bill raise 
the personal exenq>tion from the present $60,000.00 to $200,000.00, section 

three increases the marital deduction to $100,000.00 plus 50X of the value 

of the estate over that figure, and sections four and five provide a 

method for valuing farms and woodland for estate tax purposes at levels 
of their current use, rather than assigning higher values for potential uses.

In examining the options before the Committee and the House I would 
like lo express my firm opinion that any changes made in the tax code should 

be drawn as narrowly as possible. Relief should be extended only to the 

intended beneficiaries, not to large segments of our wealthier classes. 

I feel that this necessitates limiting an increased estate deduction 

only to those estates which consist primarily of family farms, woodlands, 

or closely held small businesses. The Treasury Department has estimated 
a $2 billion loss in revenues would result from instituting a $200,000.00 

exemption for aH estates. This is too high a price to pay. These lost 

revenues would redound chiefly as unearned income to the lucky heltsrof 

some of the wealthiest decedents.in America. At a time when the middle
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class taxpayer is chafing relentlessly in the bonds of his present tax 

burden, it would be unconscionable to make our tax structure more regressive, 
and increase the possibilities for intergeneratlonhl transfer of considerable 

fortunes. Thus, If we are to attack the problem by raising the Estate 

tax exemption, I strongly urge that this Increase be limited to the kind 

of illiquid estates we truly wish to preserve. There should also be 

provisions to assure that the land and assets will be used for the Intended 
purposes for a specific period of time, such as five years. I fully agree 

that the marital deduction should be brought up to a more realistic figure. 
This will save the farm widow or widower much unneeded suffering, And will 

not significantly alter the intergenerational workings of the estate tax 

structure.
The valuation of farm and woodland according to current use could 

be an alternative, or used In addition to, an increase in estate tax 

exemptions. I must add the caveat that any such amendment to the tax 

code should be carefully drawn to avoid attracting wealthy non-farmers 

into land speculation. In this regard, some of the 31 states which have 

adopted measures of this variety have experimented with mandatory 

ceding of development rights over to public authorities.

Finally, I believe some of the better results envisioned by President 

Ford's proposals for delay in payment of estate taxes would be achieved 

through reform of Sec. 6166. The liability for these installment payments 

should be attached to the estates as a lien, rather than personally to 

the executor.
By judicious consideration of these alternatives, I believe this 

Committee and the rest of the Congress can perform an invaluable service 

for the farmers, small businessmen, taxpayers, and citizens of our country.

Thank you.



STATEMENT OF CONGRESSMAN ED JONES

BEFORE THE

HOUSE WAYS & MEANS COMMITTEE”*’

March 19, 1976

Mr. Chairman, members of the Committee, I appreciate the opportunity 

that you have afforded me to present some comments during these hearings 

on proposals to update federal inheritance and gift tax laws. What I 

am going to say is certainly not going to be original, but I did want 

to present you with some view of how the present taxing structure 

affects both family farms and family owned small businesses in my Seventh 

District of Tennessee.

By and large, my Congressional District, located in the Northwestern 

portion of Tennessee, is a predominantly rural one whose economy is 

based upon agriculture and related agr-business. For the most part, our 

farms and small businesses in my district are family owned. The average 

sized farm in Tennessee is about 123 acres valued at $516 per acre. That, 

Mr. Chairman, means that the avearge farm in Tennessee is valued at $64,468 

in land values alone. When one considers the terrifically high investment 

needed to purchase farm implements and farm buildings at today's prices, 

it is easy to see how farmers in Tennessee can accumulate an estate in ex­

cess of $60,000 without really trying to become a large farming operation.

On the small business side of the coin, the same situation holds true. 

To establish oneself in business even in the small communities of my distri 

takes a great deal of capital investment and in a few years that investment 

appreciates to the point where the small businessman is worth a good deal 

more than his original investment.

(4)
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But the crux of the problem is that in both cases, the net worth 

of both the small businessman and the fanner, as a general rule, is tied 

up in capital investments such as land, buildings, machinery, and the like. 

His assets are not in the form of liquid assets such as cash or bonds. 

As a result, when the farmer or business owner dies, his heirs are re­

sponsible for such a large inheritance tax that they have to sell a large 

portion of the farm of the business that they don't have anything left to 

continue the operation of that farm or business.

Mr. Chairman, from a historical point of view, this is a terrible 

injustice. It means that to continue along our present path will result 

in the loss of the family farms in this country and the family owned 

businesses. Both of these institutions hold a prominent position in the 

historical development of this country and should be offered some protection.

Our large corporations with thousands of stockholders serve their 

purpose in our economy and so do their little brothers in small towns 

and m the surrounding countryside. Those small businesses and farms 

were the cornerstone of this nation when it was founded. To keep them, 

we have got to offer some protection so that today's family farmers and 

and businessowners can pass their operations onto their children and the 

generations ahead.

I would like to take this opportunity to endorse the proposal 

to increase the estate tax exemption from $60,000 to $200,000 and to 

raise the maximum marital deduction. In addition, I would also like 

to see a procedure established to permit the executor of an estate to 

elect to have land used for farming/ woodland, or scenic open space 

assessed for estate tax purposes on the basis of its current use rather
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than its higher potential uses.

Such adjustments in our estate tax laws are essential if this 

nation is to continue to provide incentives for its people to go into 

business and operate family farms. Without such adjustments, I am afraid 

that we will effectively destroy, in a very short time, those family farms 

still in existence and take away any incentive from our younger men and 

women who what to go into business for themselves.

Thank you, Mr. Chairman and members of the Committee.



National
Farmers Union

Statement of

David M. Weiman 

Legislative Assistant 

National Farmers Union

on

Estate and Gift Tax Oversight

before

U.S. House of Representatives 

Committee on Ways and Means

March 19, 1976

Mr. Chairman and Members of the Committees
The National Farmers Union appreciates the opportunity to 

present its views on this important issue -- an issue that ultimately 

affects each and every member of our organization and each and every 

farmer.

Accompanying me is Mrs. Beulah Torgerson of McFarland, Wisconsin 

and a member of the Wisconsin Farmers Union. Mrs. Torgerson recently 

experienced the loss of her husband, a life-long family farmer. The 

loss of her husband was compounded by the shock she received when 

she sat down with the Internal Revenue Service in an effort to 

settle her husband's estate. Her plight— her personal situation — 

typifies why changes in these laws are needed. She has a statement 

to make before the Committee and a letter to submit for ttie record.

At present, our national convention is being held in New Orleans. 

Delegates to that convention, in a Special Order of Business, adopted 

the following resolution regarding needed changes in the estate and 

gift tax laws:

"In recognition of the fact that the Ways and Means 

Committee of the U.S. Congress is conducting hearings on 

proposed changes in the Federal Tax Codes that will 

uniquely affect family farmers (and small businesses), 

this Convention of the National Farmers Union hereby 

adopts as a 'Special Order of Business' the following 

resolution:

"The Federal Estate and Gift Tax Laws should be 

amended to include the following:.

(7)
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■'(1) Raising the exemption from $60,000 to 

$270,000;

■'(2) Raising the gift tax exemption from $30,000 

to $60,000 per person;

"(3) Utilizing use value taxation basis in deter­

mining the value of a farming estate.

1 (4) Increasing the annual gift tax exemption from 

$3,000 to $6,000 per person.

"(5) Allowing transfer of the first $240,000 of 

farm business and related property to a 

surviving spouse, tax free, at the time 

of death.

Since 1972 delegates to each succeeding Farmers 

Union Convention have adopted a policy calling for a 

change in the federal estate codes. We, therefore, 

commend the Ways and aeans Committee for holding these 

hearings and urge that the Committee act promptly 

to report legislation to the House floor."

ihis is not a new issue for us. In 1972, recognizing the prob­

lem, our delegates to the Rational Farmers Union Convention called 

for a reassessment of the estate tax laws. And, in each of the 

succeeding years, delegates to National Farmers Union Conventions 

have adopted a policy that urges Congress to adjust the estate tax 

exemption.

Family farming is more than the present generation of family 

farmers on the land — it's a succession of generations on the land, 

ihe family farm is the keystone of our highly successful agricultural 

system. It must be preserved.

However, the estate tax policy today, rather than sustaining 

and assisting the creation of the next generation of family farmers, 

is working against them. In some cases, family farmers are driven 

from their chosen way of life — tneir livelihood because of this 

poiicy. When that happens, the chain is broken and we find that 

the often-stated and cherished public policy is operating in 

opposition to itself.

The present generation of family farmers — those presently 

owning and operating the nation's family farms probably paid little 

or no estate tax when they acquired the land from their family 
(assuming that's how the land was acquired and that it was acquired 

more than ten-fifteen years ago). However, inflation in the last 

several decades has been substantial. Consider the following:

1) farm real estate values in 1975 were, on the average, 

11 times greater than 1940; and

-2-
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2) the value of farm assets has more than tripled between 

1960 and 1974 ($50,000 to more than $170,000).

In many cases, the size of the farm is the same. The buildings 

are the same. The farmhouse is the same. In short, the farming 

unit has remained unchanged, until the federal government comes 
around to collect the estate tax. Only then, does that farm become 

considerably larger.

The problem is obvious. Like small businessmen^ farmers 

generally have all they own invested in the family farm. Liquid 

assets are generally a small percentage of the enterprise. There­

fore, there is great difficulty in paying the taxes due on the 

estate. According to a 1973 USDA-Economic Research Service Report, 

"70 to 90 percent of total farm assests are in the form of fixed 

assets (land and buildings)." Thus, to pay the tax, either part 

or all of the farm must be sold. When that happens, then family 

farming is disrupted. The continuity of passing the land from 

one generation to another is destroyed.

Unfortunately, most farmers don't fully appreciate the impact 

inflation has had on their farming operation and therefore are 

generally unaware of their estate tax liability — the tax that 

would be owed if they died today. We surveyed several hundred 

members of the Farmers Union in Wisconsin last January and found 

that only a third had any idea of the tax liability. Less than 

half had a will.

Another inequity in this policy is the treatment of the farm 

wife after the death of the husband. Her contribution, often 

equal to the husband, is unrecognized. The tax penalty is severe 

— and grossly unfair. Many farm wives sit on tractors, work in 

the barn, and tend to the same chores as their "farmer-husbands . 

Frequently, they actively assist in the management of the farm 

by keeping the books, ordering supplies, and assisting with 

marketing responsibilities. A quick trip through almost any * 

farming community would confirm this. However, that partnership 

is unrecognized for estate tax purposes. That must be changed.

Naturally, we are pleased with the interest in this legis­

lation as evidenced by the scores of bills introduced in the 

House and Senate. Even state legislatures are looking into the 

problem. We believe that any bill reported by the Committee 

should contain an adjustment in the gift and estate tax exemption, 

mandate use value taxation (as opposed to the market value as is 

currently used), increase the annual gift tax exemption to $6,000 

and very importantly, allow the transfer of the $240,000 to the 

surviving spouse, tax free, at the time of death.

Mr. Chairman, we are pleased that the Committee is holding 

these hearings in recognition of the serious hardship the unnecessary 

hardship — this outdated policy is causing on many farmers 

throughout this nation. Let’s keep the farm in the family and 

the family on the farm. We urge the Committee to immediately 

report a bill for consideration by the full House of Representatives.

-3-
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To the Members of the House Ways and Means Committee:

As the saying goes, "We are never afraid of fire until 

we get burned. The same is true of the many unjust laws 

that are in our statutes today.

Many people are not aware of these injustices, until 
they find themselves in a situation where they are affected 

personally. Some people accept the consequences, others 

frown, and another group takes action.

We find there are Federal laws and State laws that can 

be listed in this category.

I am here referring to the Federal and State Estate 

Tax. We call it the "Widows Tax."

I became a widow in 1973 and then came the shock of my 
life time, when I came to settling the estate, which we had 
set up in Joint Tenancy in 1942.

We started farming on my husband's family farm in 1931 at 
the depth of the depression. My husband, previous to our 

marriage, had worked for a small wage for his parents on the 

farm, and I had been teaching school. I taught school one 

year after our marriage and I hired a housekeeper to keep the 

boys fed while I was in school. After that year, my husband 

sard to me, "Why don't you come home and help me on the farm, 

we’ll make more than you will teaching?" The teachers in 

those days didn't get the wages they do today.

At that time we were renting the farm from his mother 

on a 50, 50 basis after taxes and insurance were paid.

I had been raised on a farm as a child, so I was well 
aware of all the work involved. Working outside with chores 
and milking cows as well as helping in the field. This was 

the story of my life for forty two years.

We bought the personal property and live stock in 1936 
after the death of my husband's mother, with a 100% Farm 

Security Loan. Then in 1942 we purchased the farm with another 
100% loan.

We had developed a Grade A dairy farm and it was my 

responsibility to keep the milk house and dairy equipment 

ready at all times for Grade A inspection. During the
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spring planting season I was out on one tractor in the 

field preparing the ground while my husband was on another 

tractor sowing grain or planting corn.

We had the help of nephews during the summer school 

vacation to help us with the harvest.

I raised chickens so as to have eggs to pay fpr our 

groceries.

Vacations were not in the picture. We farmed for 

forty years without taking time out for rest or pleasure.

Going back to the 1920's and 1930's I had managed to 

save approximately five thousand dollars, I also had a 

small inheritance which brought it up to about $6,000. 

which I put in the bank in our joint account and it was 

spent to pay for seed, fertilizer, gasoline, or whatever 

was the need. In those days we got 78C per cwt for milk, 

5$ a pound for hogs, 6C a dozen for eggs, and 4 to 5C a 

pound for tobacco. But as we approached the World War II 

years the economy came up and we were able to pay off the 

farm and add another forty acres to it.

Our farming was not without it's accidents. My 

husband fell in the tobacco shed while hanging tobacco 

and broke a couple of vertebrae,which bothered him the 

rest of his life, and in 1965 I was run down in the barn 

by a heifer and broke my leg and as a result I have a metal 

ball in my hip today.

We sold the farm in 1972 and my husband lived only 

eleven months in retirement and died of terminal cancer.

Then came the settling of the estate. I found I was 

paying taxes in such a high bracket, because the tax 

exemption hadn't come up with the economy. I also found 

that our Joint Tenancy in the state tax laws had been 

changed in 1972 so all the forty two years of my hard 

work on the farm I was supposed to only have earned

my bed and board.

When it came to settling my estate the $6,000 of my 

personal earnings that I had put in to carry on our farming 

enterprise was only credited dollar for dollar and hadn't 

come up with the economy.

After forty two years I was only credited with the 

$6,000 I originally invested and that was it!11
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At this point I absolutely refused to pay on my half 

of the Joint Tenancy. I said, I'm going to fight to change 

this unfair law. The Internal Revenue people told me if I 

could change the law they would honor it.

The Internal Revenue people also told me of a case 

similar to mine up in Marrithon County, and if it was 

decided by the Supreme Court in favor of the Joint Tenancy, 

they would honor my case too. However, it wasn't brought up 

before the Supreme Court until this week and the judge decided 

in her favor.

The Bill to change the estate taxes is now up before 

the Wisconsin Legislature and we are sure their action will 

be favorable.

In the state of Wisconsin the women started a campaign 

to change these unfair laws. Our Legislature is now in 

the process of changing these laws to do away with these 

inequities.

I also urge this Committee to exercise your influence 

to legislate action to change the inequities of the Federal 

Estate Tax laws, bring them in line with the inflation and 

other changes in the economy, so that the family farm or the 

small business can be passed on to the heirs without having 

to sell to pay the taxes.

I agree with Senator Gaylord Nelson when he said, "The 

sure way to change the historic character of our free enter­
prise system from reliance on independent, imaginative 

small businesses and family farms to absolute dependence 

on massive corporations is to neglect tax reform after 

discovering proof that the present system is undermining 
our system."

We sincerely support Senator Nelson's bill.

Respectfully yours,

Beulah Torgerson

3/19/76



STATEMENT OF BRICE M. CLAGETT, 

CHAIRMAN, MARYLAND HISTORICAL TRUST, 

TO THE COMMITTEE ON WAYS AND MEANS, 

U.S. HOUSE OF REPRESENTATIVES, 

March 19, 1976.

Mr. Chairman: I am Brice M. Clagett, speaking on 

behalf of the Maryland Historical Trust, of which I am chairman 

of the board of trustees. The Trust is the agency of the Mary­

land State Government charged with historic preservation. Our 

mandate includes not only preservation of historic structures 

but also of their surroundings and of as much of our State's 

traditional rural environment as feasible.

I appear in support of H.R. 3832 and in qualified 

support of H.R. 1793.

In our efforts, we have found the federal estate-tax 

law to be the greatest single impediment and the most destructive 

anti-environmental influence we face. The gist of the problem is 

the law's insistence on valuing land at its highest development 

or speculative value, not at its value for the use to which it 

is put. The result is, of course, that on the death of a farmer 

or other owner of open land, unless he has enormous and unusual 

cash resources, his heirs are compelled to sell the land to 

developers or speculators in order to pay this monstrous tax. 

This is not only wholly unjust to individual farmers and other 

citizens, but has disastrous environmental consequences.

Thus the estate tax is in effect operating as a 

national zoning law providing that all land close enough to an 

urban area to be affected by speculative values must be put to 

its most intensive use at the death of the current owner. No 

more stupid or damaging policy could be imagined. It encourages, 

indeed requires, unchecked suburban sprawl. We believe it 

imperative that the law be changed to provide that farmland and 

other open land be assessed for estate-tax purposes at its value 

for its existing use. This would make our law conform to the law 

of every other country that we know of. It would not give any 

special privilege or favor to farmers or other owners; it would 

merely tax them at the value of the land to them, and if they 

want to change its use the higher tax would be recaptured. Nor 

would such a change, as is sometimes charged, use the tax laws 

for non-tax, environmental purposes. It is the present law 

which compels environmental change, in a bad direction. The 

farmland-assessment principle would not compel anything, but 

would merely permit owners who wanted to preserve their land to 

do so.

(13)
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The problem is not theoretical or minor, but intense­

ly real, in Maryland and every other area across the nation 

threatened with development and speculative values. We know of 

countless examples of farms and open land in Maryland, including 

the surroundings of numerous historic sites, many of which have 

been in the same family for hundreds of years, which have been 

destroyed solely through the operation of the estate tax. We 

know of hundreds more that will be destroyed soon if the law is 

not changed. We implore you to act, and to act now.

In the historic-preservation area, the estate-tax law 
goes directly counter to the federal policy embodied in the 

Historic Preservation Act of 1966. What could be more ironic 

than the case of a rural historic site which with its surround­

ing open space is listed on the National Register of Historic 

Places, and thereby protected against adverse impact from 

federal projects, but which is forced to be sold and developed 

solely by operation of the estate-tax law? Yet this happens, 

to our knowledge, with great frequency.

Take the case of a farm of 300 acres, owned by Farmer 
Jones, a widower, who also has farm equipment and other personal 

property valued at $50,000. Used as a farm, the land is worth 
$500 per acre. If the estate tax were based on an assessment 

for that use, Jones’ estate would be valued at $200,000 and the 

tax payable would be $32,700 — a very large sum for the Joneses, 

but one which the family might be able to pay and still retain 

at least most of the farm. However, the farm is within 50 miles 

of a large city, and speculators and developers have driven up 

the current price of land in the area to $2,000 per acre.*/ 

Such prices of course assume conversion of the land to non-farm 

use — a conversion which the heirs have no desire to accomplish. 

Nonetheless, the Internal Revenue Service under existing law 

assesses the farm at $2,000 an acre. The result is a valuation 

of Jones' estate at $650,000, and a federal tax payable of 
$177,200.

Obviously, the family is compelled to sell the farm, 
probably to a speculator or developer, in order to pay the tax. 

The result is federally compelled destruction of farmland and 

open space in a critical environmental area on the border of a 

metropolitan region, and the acceleration of urban or suburban 

sprawl with no regard for proper land-use planning. If the 
house is a historic one, the result is the federally compelled 

destruction of a historic house, or at least of its surroundings 

the very thing the Federal Government is supposedly trying to

—/ This is not only a realistic example, but an extremely modest 

one; speculation often drives the market price of farmland far 
higher than $2,000 per acre.
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prevent through its National Register and other programs. And 

the result for the Jones family is the gross injustice of being 

forced off their farm and being compelled to pay an estate tax 

amounting to a confiscatory 89% of the value of what the estate 

is worth to them for the purpose to which they wish to put it.

The proposal merely to defer payment of the existing 

tax over a longer period is obviously no solution. Nor is in­

creasing the exemption an adequate solution, though clearly the 

exemption ought to be increased on grounds of inflation alone. 

In the example just given, with a $150,000 exemption the tax 

would be reduced only from $177,200 to $145,700. A 200,000 

exemption would reduce it only to $129,700. These figures are 

still absurd when applied to farmland at speculative values. 

Plainly, the only just and environmentally sound solution is to 

tax farmland and other open space on its values for its existing 

uses. We in Maryland adopted that method for property taxes 

many years ago, and other states have increasingly followed our 

example. It is high time that Congress woke up and followed 

suit.

I understand that you have heard from relatively few er 

vironmental end preservation groups on this issue. Let me assure 

you that many of them are fully aware of it and feel just as 

vehemently about it as I do. But most of them have told me that 

they do not dare to testify because of the fear of losing their 

tax-exetr.pt status.

We strongly advocate enactment of something like H.R. 

3823, in our view the best of the bills you have before you on 

the farmland-assessment point, together with an increase in the 

exemption to $200,000 as provided in H.R. 1793 and many other 

bills.

Bills 3823 and 1793 would make basically the same 

change in the assessment method, but thexe are a number of 

respects in which we think H.R. 3823 is superior:

(1) H.R. 3823 applies the existing-use assessment 

principle to all properties listed on the National Register of 

Historic Places; H.R. 1793 does not. Rural National Register 

properties would be protected by the provisions common to both 

bills. But the same problem can apply to an urban National 

Register site; for example, a historic house built and used (and 

only suitable for) a residence, which happens to be located in 

an area zoned for high-rise apartments. Assessment on the 

present development-value basis obviously requires in most cases 

that the house be torn down and replaced with high-rise apart­

ments, in direct frustration of the federal preservation purpose 

which led to the National Register listing. So a special pro­

vision for National Register properties is necessary, and H.R. 

3823 includes such a provision.

exetr.pt
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(2) Clearly, any legislation must, to avoid becoming 

a loophole for speculators and developers, provide for a recap­

ture of the higher tax if the land is developed within a certain 

period. H.R. 3823 makes this period the entire lifetime of the 

heir, with interest for ten years. H.R. 1793 makes the period 

only five years, with no interest. We think H.R. 1793 is 

clearly too lenient and creates the possibility of loopholes. 

Yet it might be concluded that H.R. 3823 is so strict that it 

will discourage owners from electing the alternate valuation and 

therefore will defeat its own purpose. If the Committee con­

cludes that the lifetime provision of H.R. 3823 is too strict, 

we would suggest a period of perhaps ten or fifteen years, 

probably without interest.

(3) H.R. 1793 invokes the recapture-of-tax provision 

only if the land is sold or actually developed; H.R. 3823 also 

includes, as an event of recapture, rezoning at the request of 

the owner. We think H.R. 3823 is clearly preferable, especially 

given the short recapture period in H.R. 1793.

(4) H.R. 3<523 includes, as one of the categories to 

which the use-value assessment would apply, "open space." H.R. 
1793 makes this “scenic open space." "Scenic" is a subjective' 

word and we do not see how it could be applied. The bill should 

include all open space.

(5) H.R. 1793, in an attempt to simplify the recap­

ture provisions of H.R. 3823, provides for recapture of the 
entire higher tax in the event of any sale. This is clearly 

wrong; if the sale price is the same as the farm value, on 

which estate tax has already been paid, obviously no recapture 

is called for. If the sale price is somewhere between the farm 

value and the development value, a proportionate recapture, of 

less than the full amount, is appropriate. The provisions of 

H.R. 3823 are precise and correct on this point.

There is one other problem to which I would like to 
draw the Committee’s attention. One of the main objectives of 

historic and environmental groups, such as ours, is the acqui­

sition by gift of preservation or open-space easements on 

important properties. Such an easement, whether permanent or for 

a term of years, obviously reduces the market value of the 

property by some amount.. * Of (Course no owner in his right mind 
would grant such an easement unless that reduction in market 

value is recognized for estate-tax purposes, nor would he grant 

such an easement if a gift tax is going to be imposed on him for 
doing so.
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The law was clear as to proper tax treatment of such 

easements prior to the Tax Reform Act of 1969. However, that 

Act, and particularly Sections 2522(c)(2) and 2055(e)(2), intro­

duced grave problems. As interpreted by the IRS, the law is 

still fairly satisfactory with respect to permanent easements. 

But the donor of an easement for a term of years apparently must 

pay a gift tax and/or will not have the reduction in value of 

his property recognized for estate-tax purposes. The problem 

is spelled out in an excellent article by Kingsbury Browne, Jr. 

and Walter G. Van Dorn in an excellent article, "Charitable 

Gifts of Partial Interests in Real Property for Conservation 

Purposes," Tax Lawyer, vol. 29, p. 69. They show that the poss­

ible dual-benefit problem which led to the provisions of the Tax 

Reform Act has no application to the estate and gift tax areas, 

and indeed that where easements are concerned there is no earthly 

reason why the donor should not receive an income-tax deduction.

Organizations such as ours have found that easements 

for terms of years are important and effective means of conser­

vation and preservation. There are many valid reasons why some 

owners are unwilling to grant permanent easements — perpetuity 

is a long time — but are willing to grant easements for a term 

of years. We urge an appropriate change in the completely 

arbitrary and unreasonable provisions of existing law which 

penalize rather than reward the donor of such an easement.

* * *

Attached to this statement are a number of newspaper 

and other items dealing with the problem to which E.R. 3323 and 

1753 are addressed, including Senator Mathias’ statement on 
introducing S. 30 (virtually identical to H.R. 3823), which has 

some further important newspaper items appended to it.
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• Death Taxes Compelling 
Heirs to Sell Farm Land 
(New York—Times-Feb._ Li*. 1976)

By ROY REED
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Rnv . so IE D' ^b’ .U°yd' «nfl*ted land prices that! Progressive Farmer, a gcncr-j His widow pavs a Federal es-l 
Royai. os years old. drives a have caused death taxes to be-'1111/ conservative publiraticn.|tate tax of $20,200 on that. in| 
7-year-old Chevrolet with 110.- come a nroblcm are also keeo-icited Projections that 200.C00|addition to smaller stale inheri-i 
00 miles on it. He lives in an in* voun* pcooie from MtMinZ 10 400-000 farm< ” ------- -------
ordinary farmhouse next to a facing lh® 20 yean
bam lot. If rnyone called him
rich, he would laugh.

But if he died his wife, Doris, 
would have to pay $32,000 to 
the Internal Revenue Service 
in Federal estate taxes. That’s 
because their modest farm has 
quadrupled in value since they 
bought it. thanks to inflation

cuea projections -
vnim» •' ,n 400.000 farm* a year would!rrnep taxes'joun. people from entering djMp(X!(lr for lhe , < - , “n« «*«■
"=* 11 n0W taices at least!if today's trend was rot

SZaO.OOO by many estimates to stopped.
[start fanning after high equip- “The legislation faces up

When she dies, the children 
pay $83,100 in estate taxes, 
their share being larger because
they do not receive the 50 per-

iment prices are added to high 5 9 u arc I y to what probably has cent marjU| deduction. Accord- 
’land prices. t0 be d?ne ,f h010? but bnebt ling to Mr. Brody, the children
I Htch-n tshi. m~ y°unS’lc« are really going to *bab|y Wltl have to sell the

From her kitchen tabi.. Mrs. into ranching or fanning^ tQy pcy thc dcalh laXM.
[Royal has set out to change for themselves." it said in its prc<jdent Ford has proposed! 
'whrt she and many others re-Janunrv issue flavin* the oavment of those*'gard as an absurdity in th? tax Estate taxes were no problem delaytai^. payt^nc

- ..... ........ 'law. She and a handful of ,to farmers until a few )t*PlJea.b of the owner Then thei
and spiraling land prices. They friends have rounded up $£d(^ oMn^te frSS^eirs could elect to pay the taxi
have become “paper rich.” J? h-’^^ w7^ over 20 years, with thc addition

worth nowhere near that when of 4 i
that law was written in 1942.'may n^w stretch the -payment

W. Fred Woods, an economist (over 10 vears, but al an interest, 
with thc Agriculture Depart-jrate of / percent •
merit, estimates that thc aver-J Mr. Fords •O-ycar proposal, 
age value of farm assets in ।he would apply only to die first* 
United Slates was onlv $51.440;S30a000 of an estate Descend- 
in 1960. By 1974 that had jbenefits wou d be allowed, 
climbed to $169,744. “p “> 5600.000. after which the

Farm values have continued present 10-vcar s.retch-out pro-

There’s an old saying that I"!”"® C°ni:''«s 10 »« cn “• 
• u.,.. ~ ® . T^IS election year is appar-a fanner hves poor and dies lcn[ly goin. t0 b»inR , „cwHat. 
ncn, .drs. Rnyaj said this lack cn the problems of death 
week. “If he died. I’d be in the taxes and prohibitive start-up

.job market and probably at the costs for farmers.
minimum wage, because the President Ford and several
.only think 1 know anyth,ng Con5r«^
atauf i< - ‘"•posed legislation to make estate 
aoout s tanning. taxes niorc bcarab|c fOr ail

Death toes are making nti^^
increasingly difficult for farm includin’ lho>e of farmers. Thc.£ p , Up“more 5=00.000 Exemption Proposed ।
lamdies to keep their land, proposals vary wide y. The Royals and tlieir friends.
,Children who inherit land usu- inn to’observers do no1 lU,n,c much ,hc
lallv mv even htrh*r fnv eh hc Soulb Dakota Democr.it. sTvni—» Eslalc. $320 000 •proposal. They regard it simply;
*ny Ny even h gher taxes than and 16 mhcr Senator* repre- Tjp’cnl the Ruvals paid * postponement of an unjust!
spouses. Just this week, a man senting varied philosophies h.-.ve^.Jth^r *10 acre*—a .debt.

•nMr e.n intrn.l.tr^ -inntlvr Kill tn hwt *<2.000 for their .10 atfC*—« .________ ____'$72,000 for their 240 acre*—<‘near here had to sell his introduced another bill to have
•parents’ SO-acre farm to pay:;”' v—..........V” ards

r “w'^®ne °f the largest landowners,duced prjce a(tcr scvcn years* 
in the area—a pattern that has,labor. 1.........- . - .. ।
become familiar in the farmi The Young Farmers’ Home- Revenue ?h^v*
country here and elsewhere, s^ad Act. as the bill is called, bcUC h 1‘$60 000 cicmn^^

I Farmers in New Jersey andfavo"ble altcnt.nn td‘d ln ,06°'.................................Sb0-000 exemption to .-00.000
ar inn. ui.na i,„. from such varied sources as th('jOn Long Islnnd luxe Uso told Natj<,n31 Fanncn Union and 
of hardships because of lhe|pro.rcjs,ve j 

|lax structure — and many are

^introduced anomer mu to nave - Nebraska’s'tand-4 “What on earth good is that!
,the Federal Government buy Today the land alone when you don’t have that kind!

would cost close to $300.000.' of money In the first place?” 
Tho Royals have become rich; a California-woman said in a I 
in the eyes of the Internal letter to Mrs. Royal.

• At least 10 bills pending in

Gilbert Brody. president of nn ail estates. farmers’ included, 
the Wisconsin division of the I: other bills would require the

Fanner Maeazme National Farmers Union, says] i.rjC to assess farmland ;• 
‘ whn rirM S10 000 tO1 . •»nricMtlt str.i vnliirs inri nn

t it

peeking change.
a farmer who cams $10,000 to! (agricultural value and not at 
$12,000 a year typically leaves >tbe “fair market value” it would 
an estate valued al about; .bring if sold for sonic other 
$320,000. I |use.
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I «Land values here are being I "Our orchard land has been I Now she has had to borrow 
pushed up by the growth of In the family for over 10U (another $5,003 frem the bank 
Omaha, which is less than 25 years.” he wrote, “and now be-Jo make the first payment on 
'miles from the Royals' farm. cause of this unfair lax in an Jhcr estate tax. The tax. by her 
As the city pushes out. it ab-, inflationary period, the re- figuring, is $28,000. She has 
sorbs farmland at dirzyingly, sources of the family [never been waiting for months to 
inflated prices and converts it! more than provided a living (learn whether the Internal 
Into housing developments and. for the family during the past i Revenue Service will settle for 
^hopping centers. 30 years] is now about to be ।that.
I Many argue that farmers confiscated by the Government J "When the Government takes 
would be less likely to sell tj for taxes.” 
developers if their land was Anothei ...........................z............................- 
[assessed al its value for farm- G. Cox of Capistrano Beach..to Mrs. Royal.
Jing and not for commercial or wrote that his famuy had al- *” 

rcadv lost iis farm because of

। wAci.* ’ ;mv place awav from me. it
Another Californian. William (takes my livelihood.” she wrotei

I
io mrs. r.oyai. 'I don't know 
where I can get a job at mv 
age (55] and I'm not old enough 
Arthur H. west, president or ••• wmmwi ounc .a* uunfor Social Security. This is ail 

the New Jersey Farm Bureau. Ihis mother’s death. (the work I know how to do. I 
sr id that Federal estate taxes. | "The LILS. is killing the wouldn’t even be able to get 
inflation and ihc system of ap- soose that lays the golden;housework for Im not much 

'praising property had imposed VAC» Mr- Cox wrote. ’The bigij00® at that, either. My work 
unfair burdens on farmers, lie corporal ions that aro buying up|hasbeen with cattle and hogs, 
added that many New Jersey the small farms will never pnyl 1 had worked alongside of 
farmers were actively support- another death tax on the landl",m from the time we got this 
ing proposed legislation that because a corporation neverlL’^S. c?nsidcr
would require that the assess- dies. Forming trusts and C©r-|?2^h-Vtm*t U makcs s,ck 
ment of a property be based on potations within families wcmJSJfijS
Its value for farmin*. to be the only way to go now.” t .• nd 1 worked for. Un-

Mr. Woods, the economist. Dixon G. Ada/£ a Sprini Ie” l,m” * c««Jd
warned in a recent interview in field lawyer who is donating vcry wc happen. 
Washington that changes ini time to Mrs. Royal’s campaign, 
the estate tax law should be>estimates that 40 or 50 of 
made carefully if they are notiSarpy County’s 600 farms have 
to exacerbate the problem. . ibecn incorporated in rec*.*t

Assessing land at its valueI years to escape or lessen the 
for farming or as open land I impact of death taxes. But 
intend nf al fair market value many farmers resent that 

'could result in a low-tax device alternative. Thev feel that in- 
^Toraiinn would impose more 

estates, on to th.ir hc.rs, he bookkeeping- and ‘‘red tape” 
“SL . u / । would diminish their inde-

"That would run up fonnlandl dcnee M d
|P"«’ andmalte it more dffi-; donl want , «n,[ruct 
cult for producing farmers," heia 5chcme whcre a faTOCr^ 
‘“‘d* . „ . .. 'l0 hav« a lawyer and a C.P.A.

Letters or Hardship ‘riding on the tractor with him.’’ 
. No one knows how many he said. »Wc are doinc iL 

though, because of necessity.”farmers have had to sell land
to pay estate taxes, but there 
are indications that this is 
haooenin* more often.

Thcmas Pulaski, who used to 
own a 25-acrc potato field near 
Riverhead on Long Island, says 
he sold his farm because of his 
tax bill. He drives a truck for 
a living.

Mr. Pulaski, who lives in 
Coram. L. U said: "If I had 
decided to stay on my farm 
after my father's death. I’d 
have spent half my lifetime 
paying of loans through which 
my taxes would have been 
paid.” He sold his property to 
a real-estate devdopcr and 
made $6,000 profit—after texes.

Suffolk County, New York 
State's largest agricultural 
county because of its potato 
and cauliflower crops, is trying 
to encourage farmers to slay by 
means of a farmland preserva­
tion program. In a $60-nullion 
project, the county is buying 
development rights—not the fee 
title — to the existing 57.000

Many of the farm wives who 
write to Mrs. Royal complain 
of what they believe to be sex 
discrimination in the Fede al 
tax law. These women dislike 
being treated in the same way 
as wives of city residents and 
millionaires.

Federal law allows a widow 
to deduct from her tax payment 
any financial contribution she 
has made to the family estate, 
but only if »he can prove it 
with payroll check stubs or the 
like. Simply working shoulder 
to shoulder with her husband 
on the farm for 30 or 40 years 
is not enough for the l.R.S.

Resentment against that drew 
Mrs. Royal into her.campaign.; 
“! got started one day during) 
the blizzard of 1975,” she said. I 
“I had hern out in the snow 
all dav helping gel the cattle 
inio the barn and Uwn threw- 
in* bav to them and getting 
everything ready for the storm.;

"t got buck in the house after* 
dark, worn out. and I said.? 
'Lloyd, do you realize that I 
haven’t contributed a dime to.

acres of farmland. In effect, a
farmer, will get the market vol- ____________________ 
ue of the property from thu this farm today, accordin;
county and may keep the land. 
But he must agree not to use

2 to 
havethe If he'd

drepned dead the next day. I 
hadn't done anvthine at all the 
dnv before, ax far a* they were 
eonrrrned at th* IJtS."

the land for any purpose other 
than agriculture.

More than half of 258 farm-
ers surveyed last month by the Mar* Heath is a rancher in 
Wisconsin division of the Na- nhe spare sand hills of northern 
tional Farmers Union said they ;Nebraska, where the grass Is so 
had known farm families that .‘thin that it takes 20 acres to 
had had to soil all or part of ‘sustain one cow, and where the 
their farms to pay estate taxes. ;winters arc so grim that only 

Many of those who have hardiest can survive.
written to Mrs. Royal have told | Her husband. Floyd, died a 
of hardships caused by the tax year and a half ago. She in-' 
After her campaign was de- hcrited a $40,000 debt along 
scribed bv the Farm Journal with the ranch. Cattle prices 
last fall, the magazine received hove been depressed for three, 
a letter from William Jones of years.
Lakeport. Calif.
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February 5, 1976

National Trust for Historic Preservation 

National Conference 

on

Public Tax Policy: Effect on the 

Conservation of the Built Environment 

* * *

Federal Taxation: Current Practices, 

Procedures and Effects 

by

*/ 
John B. Jones, Jr.-

When a tax lawyer is asked to speak on The Effect 

of Public Tax Policy on Conservation of the Built Environment, 

his first thoughts may well be of those intricate and 

imperfectly integrated rules of Federal income, estate and 

gift taxes which offer tax benefits for contributions of 

historic property for conservation purposes. These could be 

characterized as the benign aspects of Federal tax policy.

We must not forget however that in most societies, 

including our own prior to this century, historic property 

often became such by being passed down within a family

*/ The invaluable assistance of my associate, Michael R. Levy, 

is gratefully acknowledged.
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from generation to generation. It is the Federal estate tax 

which makes it impossible for this process to continue.

Historic property held in private hands in America 

today is subject to Federal estate tax at rates which reach 

30% after only $100,000 of taxable estate and mount to 77% 

in very large estates. Under present laws it is sometimes 

possible to arrange it so this tax is paid only every oth*jr 

generation; it is rarely possible to do better than that. 

Few families can afford to pay an ad valorem tax of, say,45% 

of the value of property twice a century.

The frequency and the rate of estate tax would be 

bad enough, but we must also recognize that the tax is imposed 

on the property's "fair market value" which is based upon the 

property's highest and best use. This seemingly innocuous 

phrase means that if the property is capable of subdivision 

and development, the fair market value is the price which the 

most intense developer will pay for the land. However, assuming 

that the historic property's present use is economically unpro­

ductive, its value to the family is substantially less than 

the fair market value on which the tax is imposed. By decision 

to preserve the property rather than to develop it, the family 

has in effect declined to receive the speculative value of the 

property which exceeds its current use. Yet they will be taxed 

on the higher value.
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By its insistence upon periodically taxing all privately 

held property at the speculator's value, the government actually 

compels families to sell their property to developers in order 

to generate sufficient funds with which to pay the exorbitant 

tax. In his most recent State of the Union Address, President 

Ford alluded to the similar problem created by the imposition 

of the estate tax upon family farms. This is an, therefore, opportune 

time to alert Congress to the very same phenomenon occurring 

in the area of historic preservation. Indeed, there are 

currently before Congress identical bills, H.R. 3832 and 

S. 80, which would relieve this problem by basing the 

estate tax on farms, estates and national register 

property upon the value of the land as it is being used 

rather than the speculative value as under present law. 

Of course, provision is made for recapture of the estate 

tax saved in the event the heirs try to realize on the 

untaxed value. Certainly some legislative change of this 

type must be made if private preservation of historic

property is to continue.
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BALTIMORE SUN, May 19, 1974

The housing developments are creeping up on the rows. Some 2.7 million acres In the 
state, or 40 per cent ol the land, .ire in farm production hut that amount is dwindling 
every day. Recognizing this undesirable trend. Ilie stale has set up a commission to 
study how to preserve farmland. This group has set as a goal the preservation of 2.5 
million acres.

Disappearing farms
££ By MICHAEL K. BURNS

WM<n the .years of agricultural abund- 
■ance, not so long ago. United Slates 
(arm policy was aimed at moving land 
“out of production. That policy did not 
seem to work so well then but its effects 

Ire"being fell today when the nation is 
Realizing it might be better off with more 
•(arms and farmers.

-Rising prices at the supermarket re- 
“fleet the world s demand for more food. 
•And the environmental
Inculcated a reverence for open i space 
and a revulsion against the dcvastaiion 

Of suburban sprawl. Expansion of Ine 
domestic farm system seems to answer 

4hcse non-farmcr needs of society.
-"** Forces are at work to create a coali- 
Hon between the farmer and the: envi­
ronmentalist to preserve farmland as a 
-privately held public heritage. But the 
alliance is st.H in the formative stage. 
Farmers distrust the conservationist 

•’who would freeze the value of hw land 
’■under land-use laws, and chafe at his 
'efforts to restrict uses of chemical and 
•pesticides. Conservationists and consum- 
- ers are wary of the producers of ever- 
-friore-expcnsive food and the owners of 
’large spreads of high-priced rural real 
•estate.
-'Land speculators have perhaps been 
‘the key element in the forging of the 
Common interest. Population pressures 
and the ever-growing highway system 
created new fortunes for property hold­

ers who stood in the path of progress. 
“Farmers did not create the boom, but 
riKey were quick to appreciate its possi­
bilities for a windfall. A glut of reckless. 

Shotgun speculation in farms throughout 
•the state followed. And those farmers 
who sold out made it even harder for 
IBelr neighbors to resist.
‘"Some 2.7 million acres in the state, or 
-40; per cent of the land, are in farm 
“production. Bv one estimate, that 
amount will dwindle to I million acres 
bythe year 2000. Recognizing this unde­
sirable trend, the Maryland Senate last 

‘year ordered the Secretary of Agricul­
ture, Y.D. Hance, to make a study of 
•means to preserve farmland. Mr. Hance 

.“appointed an 18-member commission 
‘.With Frank L Bentz. Jr.. University of 
"Maryland vice president for agricultural 
• affairs, as chairman.

The commission has set as a goal the 
"’fii'cscrvation of 2.5 milliiwi acres of 
-agricultural land. Members are unccr- 
• Inin how fast farmland will he eaten up 
* Tn Ihc future: one subcommittee sug- 
•gbsls 35.000 acres a year, another 62.000 
••wres. But they seem to agree that 
•Speculation, or investment, is a greater 
•‘(Actor than the immediate demand for 
’housing or commercial development. 
“Agricultural and commercial forest 

..laud acreage will decrease more than 
’-three limes as much as urban-related 
-•land commitments will increase" by 
•,21)00. Uvc group said in an interim 
/report Some of that land will be 
• granted a temporary reprieve, as spccu- 

• Mr. Burns is a member of The Sun’s 

lators rent it to farmers, but its fate Is 
sealed. This despite the fact that there 
will be 50 per cent more people living on 
an acre of Maryland in 26 years than 
there are today.

As a commission subcommittee noted, 
preserving agricultural land can only be 
based in pan on the actual demands of 
future population growth. Unrelated eco­
nomic factors influence a number of 
individual decisions to give up farming 
and to take advantage of the specula­
tor s offer. Farm prices are expected to 
increase and provide a return of about 
15 per cent on capital (exclusive of 
land i. the commission reported. But a 
shortage of labor, heavy indebtedness 
and taxes may encourage all' but the 
dedicated to give up.

Farm prices have shot up ail over the 
slate with little relationship to produc­
tivity and food prices. Farms that sold 
for $200 an acre in Frederick county 15 
years ago are now worth 530.000 an acre 
by the new shopping mall. Even residen­
tial lots, minus sewer and waler, arc 
Seiling at $4,500 an acre.

In Anne Arundel county, developers 
are paying $3,000 an acre for average 
farmland as they leapfrog over sewer- 
connection bans in Montgomery and 
Prince Georges counties.

Partially influenced by the expanding 
Black & Decker power-tool plant, land 
in the Hampstead area of Carrol I county 
is selling for an unheard of $7,000 an 
acre. "A couple of years ago. $1,000 was 
high for land in this area," recalled 
Paul R. Albaugh, a dairy farmer. “Now. 
I don't know of any land sold that's 

going to other farmers . . . they can't 
afford it.’’

“I don't think you can talk to a 
farmer who hasn't lost ground over the 
last five years," said Carroll Leister, 
whose grandfather bought the land he 
farms today. The small parcels of land 
a farmer rents for $15 to $20 an acre are 
sold off each year as land values rise, 
he explained. “The by-pass is going 
through 25 acres of our land and l hat 
will bring more houses." Mr. Leister 
said. “I guess in five years after the 
road is built we ll be out of here."

Developers and farmers covet the 
same type ot land. Mr. Leister added. 
“That's the thing that hurts: they’re 
buying the good flat, cleared land, not 
the woods or the hilly areas." he said.

According io the state, more than 20 per 
cent of Maryland’s ’‘prime'’ farmland 
has been lost to urban use.

The commission headed by Dr. Bentz 
is to make final recommendations on 
legislation to Mr. Hance next month. 
So far. I he group has explored several 
possibilities which have been discussed 

at a scries of hearings in the stale. The 
revision of federal estate taxes and slate 
inheritance lax is one promising idea. 

Senator Charles McG Mathias Jr.. »IL. 
Md.i and Representative Goodlor E. 
Byron (R.. 61 hi have introduced hills to 

change the estate tax. so that heirs are 
taxed on Ihc agricultural value of farm­
land instead of nn “fair market value." 
The lower valuation would make it 
easier (or heirs to pay the taxes without 
selling the farm; if they did or if they 
developed the land, they would be sub­
ject to a retroactive higher levy. The 

chairmen of the Maryland Environmen­
tal Trust and the Maryland Historical 
Trust support the measure as a valuable 
open-space tool.

The loss of farmland due to the estate 
tax valuation has not been extensive. 
Many heirs are all too willing to sell 
and farmers do the same thing to create 
heir retirement annuity. But it docs 
help to keep farms in the hands of those 
families who want to continue at it, and 
they are becoming more rare. Herbert 
and John Wisner of Mt. Zion worked 
their father's farm since they were 
children, but had to form a corporation 
to save the land with a mortgage when 
it was inherited as an estate. “They 
should have done something to help the 
farmer in a situation like this,’’ 
Herbert Wisner said.

Other plans considered by the agricul­
tural land preservation commission in­
clude variations on programs in New 
York and New Jersey. New York per­
mits farmers to create agricultural dis­
tricts with powers to prohibit certain 
local ordinances that interfere with 
farming, io bar the use of public funds 
for utilities installation and to receive 
favorable tax assessment treatment.

The New Jercy plan, which is only a 
proposal made lo the governor, calls (or 
each municipality to set aside a certain 
percentage of prime farmland for pres­
ervation. A stale tax on real-estate 
transfers would pay farmers (or the loss 
of their development rights by having 
the land use frozen in preserves. Under 
the New Jersey plan, farmland owners 
could claim their development-right pay­
ment today, or wait on the chance that 
their rights will appreciate in the future. 
Speculation could continue in these 
rights or casements and investors could 
become richer. But the public would not 
be the poorer.

Maryland was the first state topass a 
preferential farm properly tax assess­
ment law. taxing farmland at a lower 
rate than residential or commercial 
property. Economists claim the law has 
helped to keep land in production, 
though the evidence is tenuous. There is 
a tax recapture provision penalty if the 
use is changed, but that is a weak 

rc-traint against development.
This year the legislature enacted a 

law permitting farmers to give the 
development rights to the state. In ex­
change for freezing the use of his land 
tn (arming, Ihc owner would reduce his 
loc.il property taxes and reduce the 

value of his estate (nr federal taxes 
upon his death. Without any purchase 
agreement, however, its chances o( suc­
cess arc slim.
•From this mix o( Interests, and o( 

economic incentives, the attrition of 
(arms and farmers may he stemmed. 
The benefits of open space will be 

shared by all. Phillip Alampi, New Jer- 
set’s agriculture secretary, recently ex­
plained how sclf-intrrrsl can work con- 
Unict ivcly in thus field. "Farmers have 
a selfish interest In preserving open 
spare." he said. “Without it. they will 
go out of business. Urban and suburban 
people have a selfish interest in preserv­
ing open space. Without it, they may 
exist, but they will not live."
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j Iieirs‘i;^
It4 no secret that the priced 

of farmland has skyrocketed/! 
in., the- last *25> years; even .4 
more,than the general real es-4 
tate: market, says Dr. Ray A^ 

. Murray,^ extension, economists 
on thq .University of Mary- ' 
landX.iagriculturak','staff 3b2 
CollegrParfc k'^4

The price boo m Tias been - 
fed by factors.-Jikerinflationyd 
urbanization and a relentless;-'' 
pressure-, for larger farming' ' 
units:to,match the economies 5 
of scale required with bigger.^ 
farnr-machinery and^ wide-c 
array_of highcost., variable*/ 
production inputs? -; - -

Among-other things, says
Dn Murray, the upward spiral- 
in farmstead valuations, has' ' 
placed most commercial farm 
owners today in danger of a*? 
tax-depletion "holocaust" that' 
will engulf their heirs and one 
about which their “grandfath- - 
era never dreamed.”'says the■< 
researcher.

Legal Armageddon
This Armageddon of thele-.'. 

gal world 13 the requirement ’ 
that any estate valued at 560,—/ 
000 or more is subject to fed- -r 
eral estate taxes by the Inter- -• 
nab Revenue Servicerltx: bat- —| 
tie lines"‘are further sharp- 7 
ened, says Dr. Murray, by the; .1 
IRS requirement that inherit 
ance-taxes be based on. fair 'S 
market value of farmland ] 
rather than its appraised val- 'I 
nation for agricultural pro- j 
duction. - -4

“Such discrepancy is. pain--Jj 
fully noticeable in or near ur- ".i 
ban areas," the .researcher/?x.-.ii ' <■ ■
"0,sL. 1M< , a. , ' order to mwt‘re-~ deceased people do not direct! 

Since liquid assets Ire- quired tax payments. disposition of property in '
quently. comprise less than 5 Proper estate planning by wills.

W0rth’ ’ a fa™““ avo‘d s«ch • A state-wide program hasl 
predicaments. Yet even in been launched to help farm-i 

th! Wlth substantiaUy built up urban families improve their man--
toLtfan^^^Zh* ?aV1?8 Pr““ Georges agement through a better un-.
to selfall orpart of the family county, about 50 per cent of Continued on Page 4 ,..

• laxes r 
hit farm

’ heirs &
" Continued from Page-lt^ 

deratanding of Intestacy stat­
utes of the state and the whole 
concept of transferring prop­
erty intact: tin-future genera-- 
^?ns-' • -1' -A ’ fQ'V’d

Tecnicians trained
..One aspect of the plan has 

been training technicians who 
. are directly insolved in. estate-, 
planning, such as bank trust 
officers and laywera, the re­
searcher reports. A typical 
case history in estate planning: 
has been presented by Joel D? 
Fedder, Pikesville officer in a 
Baltimore city.law finn—iSLi

He presented a hypotheti­
cal case of a • farm owner and 
his: wife; William and Mary 
Harper, who1 have four child- - 
ren. He assumed that William 
Harper died and left farmland 
valued at 11 million to his wife 
under a simple will. .

Under federal estate tax 
requirements, Mary Harper 
was forced to sell about one- 
fourth of the land, reducing 
total valuation of the estate to 
1850,000. When Mary died,' 
even with a will, nearlyone- 
third of the remaining farm­
land had to be sold to again 
staUsfy tax requirements. The 
children got only, three-fifths 
of their father's estate and., 
conceivably this could resuit­
in a farm not large enough to 
support a family, despite the 
large amounts of valuations 
involved. The entire farm, in . 
this case, would have to be 
SOld. . : ' f.A

By contrast, William Har­
per could have arranged—at 
least two years prior to his 
death—to have sold the farm 
on an installment basis to his 
children or any other party. 
This arrangement would have 
reduced the tax load and 
provided the cash flow to pay 
inheritance taxes.
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SAVING FARMLAND AND HISTORIC SITES

Mr. MATHIAS. Mr. President, wise 
land use has become a central focus for 
those who care deeply about environ­
mental quality. The Senate has passed 
and the House is now considering strong 
measures designed to foster a more ra­
tional land use policy. While I support 
these efforts to improve our regulatory 
mechanisms. I most strongly urge Con­
gress to examine not only how the States 
and counties have managed their land, 
but also what Impact Federal laws have 
on land use. The starting point for such 
an examination should be the Federal 
Tax Code. In this regard, I firmly be­
lieve that the Federal estate tax actually 
compels the elimination of many thou­
sands of acres of agricultural land an­
nually throughout the United States. If 
Senators are committed to halting un­
planned, urban sprawl, then a serious 
effort to revamp the estate tax laws is in 
order.

Existing estate tax laws require valua­
tion of farmland, woodland, and open 
space at its market value for estate tax 
purposes. This means that when a farmer 
dies, his land—that may be assessed at 
$500 an acre for agricultural purposes— 
will automatically be increased to a com­
mercial market value of $2,000 to $3,000 
or more per acre, if the land is close 
enough to a metropolitan area to be af­
fected by speculative values. The farmers' 
heirs are forced to sell off the property 
to pay the taxes, even though they may 
wish to keep the land in agricultural 
production.

The very same problem exists for his­
torical properties. This at a time when it 
is the stated Federal purpose through the 
National Register of Historic Places and 
other programs to preserve such valuable 
landmarks. Historic houses in cities, for 
instance, are destroyed because of ap­
praisals for Federal estate tax purposes 
on the lot’s value for high rise apart­
ments.

The following, entirely realistic exam­
ple, illustrates the impact of the estate 
tax on farmland, woodland, open space, 
or historical property: Farmer Jones, a 
widower, dies, leaving his estate equally 
to his two sons, ^ho wish to continue 
living on and farming the land. Farmer 
Jones' estate consists of his farm—300 
acres—and fann equipment and other 
personal property valued at $50,000. Used 
as a farm, the land is worth $500 an acre. 
If the Federal estate tax were based on

Senate
an assessment for that use, Jones’ estate 
would be valued at $200,000 and the tax 
payable would be $32,700—a very large 
sum for the Joneses, but one which the 
family might be able to pay and still 
retain at least most of the farm. How­
ever, the farm is within 25 miles of a 
large city, and speculators and develop­
ers have driven up the current price of 
land in farmer Jones’ area to $2,000 per 
acre. Such prices, of course, assume con­
version of the land to nonfarm use— 
a conversion which the Jones boys have 
no desire to see happen. Nonetheless, the 
Internal Revenue Service under exist­
ing law assesses the farm at $2,000 an 
acre. The result is a valuation of Jones' 
estate at $650,000, and a Federal tax 
payable of $117,200.

Obviously, the family is compelled to 
sell the farm, probably to a speculator 
or developer, in order to pay the tax. 
The result is federally compelled destruc­
tion of farmland and open space in a 
critical environmental area on the bor­
der of a metropolitan region, and the 
acceleration of urban or suburban sprawl 
with no thought for proper land-use 
planning. If farmer Jones’ house is a his­
toric one, the result is the federally com­
pelled destruction of a historic house, or 
at least of its surroundings—the very 
thing the Federal Government is sup­
posedly trying to prevent through its 
National Register and other programs. 
And the result for the individual family 
is the gross injustice of being forced off 
their farm and being compelled to pay 
an estate tax amounting to a confisca­
tory 89 percent of the value of what the 
estate is worth to them for the purpose 
to which they wish to put it.

On December 18, 1973, I introduced 
S. 2822 and on May 28, 1974, I intro­
duced with 10 other Senators S. 2541, 
which represented a refinement of S. 
2822.1 today introduce with a number of 
other Senators a similar measure. It only 
changes the approach of S. 3541 by pro­
viding a new method for computing in­
terest that will make the recapture pro­
visions of the bill more equitable.

It provides that should a farmer’s fam­
ily wish to continue the farming opera­
tion they would have the option of hav­
ing the decedent’s interest in farmland, 
woodland, or open space determined by 
its fair market value, as at present, or by 
its value as farmland, woodland, or open 
space.

In order to qualify for this option, the 
property must have been devoted to one 
of these above-named uses for a period 
of 5 years preceding the death of the 
decedent. Obviously, qualifying for and 
electing to take the lower valuation will 
result in a significant tax saving and for 
so long as the land remains as qualified 
farmland, woodland, or open space, the 
tax saving will continue. But should any 
of the land be converted to a non-quali­
fying use or zoning be requested by the 
owner to permit a nonqualifying use, the 
tax saving will be recaptured by the 
Government. If all the land is converted 
or requested rezoned, then the entire tax 
saving will be recaptured by the Govern­
ment If only a portion of the land is 
involved, then only a portion of the tax 
savings will be owing to the Government. 
Determinations as to the extent of re­
capture in individual cases will be made 
in the same fashion as such determina­
tions are made for capital gains.

Historic property will be treated in a 
similar fashion. If the property is listed 
on the National Register of Historic 
Places then an election can be made to 
value the property at its value for his­
torical purposes and not at its market 
value. The tax saving will continue for so 
long as the property remains on the Na­
tional Register. If the property is delisted 
the tax will fall due.

Should the heirs make a bona fide sale 
of the property or a portion thereof the 
tax savings may or may not be partially 
or totally recaptured depending on the 
sale price. If the price is below or equal 
to the low valuation in the original es­
tate then there will be no recapture. If 
the sale price is equal to or greater than 
the fair market valuation then there is 
total recapture of the tax savings. Sale 
prices falling between the high and low 
va’ i At ions in the original estate will re­
sult in partial recapture. In such a case, 
the tax due at the time of the sale shall 
be that part of the tax saving which is 
proportional to the gain realized on the 
sale. For this purpose, the gain realized 
shall be expressed as a fraction, the nu­
merator of which is the amount by which 
the actual sale price exceeded the land’s 
original valuation as farmland and the 
denominator of which is the amount by 
which the fair market value of the land 
exceeded its value as farmland at the 
time of the original valuation. In no case, 
however, shall this fraction exceed the 
value 1.

In all cases where recapture takes 
place, interest on the tax saving is also 
due. Such interest is at 9 percent run­
ning from the filing date when the elec­
tion of the lower valuation takes place 
for a period of 10 years or until revoca­
tion takes place. The tax saving and the 



Interest thereon constitute a lien on the 
property and can be discharged at any 
time by payment in full.

At a time of world food shortages and 
environmental destruction it is critical 
that we structure our tax laws to encour­
age good husbandry, agricultural and 
conservation practices. This measure of­
fers hope of preserving not only our valu­
able farmland and the farming way of 
life, but our heritage as well. I am afraid 
that America is an increasingly rootless 
society and therefore It has never been 
more Important to safeguard the land­
marks of our past. These landmarks 
nourish the human spirit in countlees 
ways.

There is a strong incentive for com­
pliance in this bill. It affords no tax re­
lief to the undeserving The fairness of 
this proposal is clear. It has been recog­
nized in other forms throughout our 
country. I hope we can act now to solve 
this problem.

Mr. President, I ask unanimous con­
sent that a number of articles detailing 
the scope and severity of this problem be 
Included in the Ricord at this point. The 
first article is by David A. Adelman in 
the New York Times of May 14, 1972. The 
second appeared in the Wall Street Jour­
nal of May 15, 1974, and was written by 
Gail Bronson. The third article Is by 
Michael Burns and appeared in the Balti­
more Sun of May 19, 1974. The fourth 
article was written by Isaac Rehert for 
the Baltimore Sun of February 19, 1974. 
The final article is by Steven Norwitz and 
is from the Baltimore News American. I 
also ask unanimous consent that the bill 
be printed Immediately following these 
articles in the Rkcord.

There being no objection, the bill and 
material was ordered to be printed in 
the Record, as follows:

By Mr. MATHIAS (for himself. 
Mr. Beall, Mr. Humphrey, Mr. 
Javits, Mr. McIntyre, and Mr. 
Thurmond) :

S. 80. A bill to prevent the estate tax 
law from operating to encourage or to 
require the destruction of open lands and 
historic places, by amending the Internal 
Revenue Code of 1954 to provide that real 
property which Is farmland, woodland, or 
open land and forms part of an estate 
may be valued, for estate tax purposes, 
at its value as farmland, woodland, or 
open land (rather than at its fair market 
value), and to provide that real prop­
erty which Is listed on the National Reg­
ister of Historic Places may be valued, 
for estate tax purposes at Its value for its 
existing use. and to provide for the rev­
ocation of such lower valuation and re­
capture of unpaid tax with interest In 
appropriate circumstances. Referred to 
the Committee on Finance.

8.80
Be <t enacted by the Senate and House of 

Representatives of the United States of 
America In Congress assembled, That (a) 
section 2031 of the Internal Revenue Code 
of 1954 (relating to definition of gross 
estate) is amended by adding at the end 
thereof the following new subsection:

“(c) Alternate Valuation of Certain 
Real Property.—

"(1) In general.—If the executor of an 
estate so elects, the value of any qualified 
real property included In the estate shall be 
determined by Its value for the use under 
which it qualifies, under paragraph (2), as 
qualified real property.

“(2) DEFINITION or QUALIFIED REAL PROP* 
ertt.—For purposes of this subsection, the 
term 'qualified real property* means real 
property substantially all of which is, and, 
for the 60 months preceding to the date of 
death of the decedent, has been, devoted to— 

“(A) farming (Including the production 
of agricultural commodities and the raising 
of livestock),

“(B) woodland (Including land used for 
the commercial production of trees and land 
used for scenic and recreational purposes),

“(C) open space, or
“(D) any uee, provided that the property is 

listed in the National Register of Historic 
Places, either separately or as part of a dis­
trict so listed.
Such real property shall Include residential 
buildings and related improvements occu­
pied on a regular basis by the owner or les­
see of such property or by persons employed 
by such owner or lessee for the purpose of

operating or maintaining the real property 
and improvements described In this para­
graph (2), and roads, buildings, and other 
structures and improvements functionally re­
lated to the usee listed in this paragraph 
(2).

“(3) Election requirements.—An election 
under this subsection shall be filed with the 
Secretary or his delegate at such time and in 
such form and manner as he may prescribe 
and shall contain, in addition to any other 
matter, the name, address, and taxpayer 
identification number of the person or per­
sons to whom any interest in the property 
passes under the terms of the decedent’s will 
or by operation of law.

“(4) Definition or owner.—For purposes 
of this subsection, the term 'owner' means 
those persons Identified in paragraph (3).

"(5) Revocation or election upon conver­
sion, REZONING, OR REMOVAL FROM NATIONAL 
register.—Upon the occurrence of an event 
described in paragraph (6), there shall be 
Imposed on the owner a tax equal to:

“(A) the excess of—
“(1) the estate tax computed In accordance 

with section 2001 with respect to the de­
cedent's taxable estate based on a valuation 
of the decedent’s gross estate made as If the 
election provided in paragraph (1) had not 
been made with respect to such portion of 
the real property as is subject to an event 
described In paragraph (6). over

“(il) the estate tax computed in accord­
ance with section 2001 with respect to the 
decedent's taxable estate but based on a val­
uation of decedent's gross estate made after 
taking into account the election provided In 
paragraph (1) with respect to such real prop­
erty; plus

“(B) Interest on such amount at 9 percent 
running from the filing date prescribed In 
section 6075 with respect to the return from 
the decedent's estate (taking into account 
any extension of time granted pursuant to 
law for the filing of the return) for a period 
of 10 years or until a revocation of election 
occurs pursuant to paragraphs 6 or 7.

“(6) Events causing revocation of elec­
tions.—The tax described in paragraph (5) 
shall be Imposed upon the occurrence of any 
of the following events:

“(A) the conversion by the owner of the 
real property with respect to which the elec­
tion provided In paragraph (1) was made, or 
any portion thereof, to a use other than one 
or more of the qualified uses described in 
paragraph (2); or

“(B) the reconlng of such property to per­
mit a use other than one or more of the 
qualified uses described in paragraph (2). if 
such rezoning occurs at the request of the 
owner; or

“(C) if such property qualified for the 
election only pursuant to paragraph (2)(d). 
removal of such property from the National 
Register of Historic Places.

“(7) Revocation of election upon rale — 
If the owner sells an interest in real prop­
erty with respect to which the election pro­
vided In paragraph (1) was made, there shall 
be imposed on such owner a tax equal to.

“(A) the excess of—
"(1) the estate tax computed in accord­

ance with section 2001 with respect to the 
decedent’s taxable estate based on a valua­
tion of the decedent’s gross estate made as 
if (a) the election provided In paragraph (1) 
had not been made, or (b) such real prop­
erty had been valued at an amount equal to 
the price for which the property is sold, 
whichever valuation is lower, over

"(11) the estate tax computed In accordance 
with section 2001 with respect to the de­
cedent's taxable estate but based on a valu­
ation of decedent's gross estate made after 
taking into account the election provided in 
paragraph (1) with respect to such real prop­
erty; plus

“(B) interest computed as provided in 
paragraph (5)(B).

“(8) Dutt to file return.—Prior to or 
upon the occurence of an event described in 
paragraph (6) or a sale described in para­
graph (7), the owner subject to the Ui Im­
posed by paragraph (5) or paragraph (7) 
shall file a return with respect to such tax. 
Such return shall be made within 30 days 
after the end of the calendar quarter in 
which such event occurs.

“(9) Lien to secure tax.—If the executor 
of an estate makes the election provided by 
paragraph (1), there shall be a Hen on the 
real property with respect to which such 
election was made in the amount of the tax 
saving realized by the estate by virtue of 
such election. Such Hen shall be extinguished 
upon payment of all taxes which become due 
pursuant to paragraph (5) or paragraph (7) 
or at such time at which the possibility that 
any such taxes shall become due terminates, 
whichever time is later.”

"(b) Section 1014(a) of such Code (relat­
ing to basis of property acquired from a dece­
dent) is amended by Inserting before the 
period at the end thereof a comma and the 
following: 'or in the case of an election 
under section 2131(c) (relating to alternate 
valuation of certain real property). the value 
thereof as determined under such section 
for the applicable valuation date, including 
any Increased value on which a tex is paid 
as required by paragraph (5) or (7) of that 
subsection’."

“(c) The Amendments made by this Act 
shall apply with respect to the estates of 
decedents dying after the date of enactment 
of this Act.
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(From the New York Times, May 14. 1972)
■state Taxes Drive PuimsOrr Lamo 

(By David A. Andelmah)
Thousands of American farmers are being 

driven off their lands—forced to sell their 
farms to real estate speculators, some of 
them say. because of the method used by the 
Internal Revenue .Service to assess inherit­
ance taxes.

Such taxes are assessed on what ths land 
oould bo sold for. rather than what it la 
worth as farmland. Thus, many people who 
have inherited farms have had to sell them 
to devolopera simply to pay the taxes.

As a result, the revenue service is being 
termed partly responsible for destroying a 
segment of American agriculture and. at the 
same time, accelerating the spread of the 
suburbs to the rural areas of the United 
States.

Over the last decade, the value of agri­
cultural lands in wide sections of the nation 
within easy access to metropolitsm areas has 
skyrocketed as land speculators have bought 
up every available piece of property. The 
value of this land for agriculture, however, 
has largely remained constant or has de­
clined.

The Internal Revenue Service insists on 
assessing all agricultural land at the "price 
at which property would change hands be­
tween a willing buyer and a willing seller.'*

The result has been that farmers holding 
property whose value for development is five 
to 10 times Its agricultural worth have been 
forced to sell their property to the waiting 
speculators simply to pay their Inheritance 
taxes, which run as high as 25 per cent. 
Children who would have remained on the 
land are being forced off.

Moet of this pressure has been focused on 
the spreading areas on the fringes of the 
suburbs where metropolitan America is 
pushing out to meet rural Amerlca-rareas 
such as the farther reaches of Suffolk Coun­
ty, L.I.; suburban Phoenix, Aris.; the extreme 
northwestern part of Cook County in Dll- 
note, and the Sierra Foothills region of Cal­
ifornia.

"Once farmland is given to the speculators, 
that's the final step as far as agriculture 
is concerned," said James E. Cross, a farm­
er in semlrural Cutchogue, LI. "You're tak­
ing land that took 25,000 years to develop, 
an amazing land that is rich and fertile, and 
overnight you bring in bulldozers and sock 
houses on it. We all pay for it in the long 
run."

Another Cutchogue farmer, John Wick­
ham, cited the situation of a neighbor with a 
60-acre farm In one of the best potato­
producing areas In the United States.

The neighbor, who had asked not to be 
identified by name, inherited the farm from 
hte mother two years ago upon her death. 
The farm was worth about 4800 an acre if 
used for agriculture. But the revenue service 
valued it at 43,500 an acre, which Mr. Wick­
ham noted "is the fair development value," 
and the tax alone came to about 41,200 an 
acre.

CALLS SALE "FORCED"
"This means that this chap Is a very good 

farmer," he added, "but he had to take out a 
tremendous mortgage to pay the inheritance 
taxes, a mortgage with 9 or 10 per cent inter­
est, and he simply can't pay It off—not with 
today's price of potatoes. So he has to sell it. 
In actuality, they (the Federal Government) 
forced its sale, very simply."

In Barrington, Inn., Xaver Schmid, a 72- 
year-old farmer who is worried about the 
problem that will arise when he dies, cited 
the case of a 90-year-old neighbor who died 
and left a 500-acre farm to his wife.

"They haven't sold the farm yet," Mr. 
Schmid said, “as the estate Is still in probate. 
But his wife is nearly 90, and when she dies 
taxes will be levied all over agalu and the 
sons will have to sell the farm for sure to pay 
taxes."

That the situation became most acute very 
recently is largely attributable to the newly 
developing pattern of change in suburban 
America.

GROWTH OM FAR FRINGE

The 1970 census revealed that the fastest 
growing segment of the United States was 
the suburbs and the fastest shrinking was 
the rural areas. But of even greater signifi­
cance was the evidence that the fastest 
growing segment of the suburban popula­
tion was In the so-called "exurban areas”— 
those counties on the far fringe of the sub­
urbs, between suburbs and countryside.

It 1s here that the real estate speculators 
are moot busily at work and where ths pres­
sures on the remaining farmers are the 
strongest.

There are no statistics to show how many 
farms are going to speculators. Many are 
quietly sold but continue to be farmed for 
several years, oven decades, under 'lease-' 
back” arrangements, until the land becomes 
so valuable that the speculator finally moves 
in and puts a halt to the farming.

NEED FOR LEGISLATION 8XXN

A spokesman for the Internal Revenue 
Service, Edward Work, said, "We've boon 
aware of the problem really for several years 
and, of course, what It boils down to la that 
under the law we have no alternative but to 
set the tax on the value the land sells for 
rather than on the value the property would 
be used for.

'Tt would take legislation to change the 
practice."

The legislation on which the current rev­
enue service practices are based dates to the 
Revenue Code of 1916. Section 208.1, of which 
says that property must be valued at Ite fair 
market value. A service spokesman said, "It 
has been applied consistently since that 
date."

There have been numerous attempts at re­
form. Representative Graham Purcell of 
Texas, sixth-ranking Democrat on the House 
Agriculture Committee, has introduced each 
year for the last four years a Uli providing 
for a change of the valuation criteria.

At last count, there were six bills before

the House Ways and Menns Committee and 
one in the Senate, all waiting for action that 
their sponsors generally believe will probably 
never come.

"Each year they get burled in the hearings 
on general tax reform,” Mr. Purcell said In 
a recent Interview. "Ways and Means Just 
happens to like the extra revenue the law 
pulls in the way It stands."

The extent of the problem and the concern 
it has aroused In agricultural America is 
Indicated by the search for the methods to 
circumvent the revenue regulations.

In the Dade County area surrounding 
Miami, almost all farms have by now been 
Incorporated. The corporate farmer is able 
each year to transfer a small amount of 
stock—up to 48,000 apiece is tax-exempt un­
der gift tax statutes—to his children as gifts, 
easing the final Impact of Inheritance taxes 
when he dies.

A few states, including New Jersey, Cali­
fornia and Maryland, have either set up or 
given serious consideration to establishing 
agricultural land use districts. They require 
farmland under regulation to remain In 
farming for a certain period of years, usually 
at least 10, or Indefinitely. But In many areas, 
the revenue service has not chosen to rec­
ognize these districts for estate tax purposes.

ACCEPTED ST GOVERNMENT
In California, the Land Conservation Act 

of 1965 enables a farmer to contract with the 
county government not to put farmland up 
for sale for at least 10 years, enabling the 
state to assess the land at agricultural rates. 
And. state officiate said, the Federal Govern­
ment has accepted the state assessments for 
Federal purposes.

But a new and more recent law may change 
this. It provides that if not enough of this 
restricted land te sold in an area, the county 
assessor may use the income of the land as 
a means of determining its value for assess­
ment purposes.

Joseph A. Janelll, governmental affairs spe­
cialist of the California Farm Bureau Federa­
tion, is concerned that "the I1A. Just might 
say this new law te a temporary expedient 
and we do not have the right to do it this

ARRANGEMENTS ARE URGED
Mr. York, the revenue service spokesman, 

said "there is a possibility” that an agricul­
tural land use district "oould affect the valua­
tion—in effect discounting the valuation in 
some situations.” But he said, even so, the 
value would never reach the agricultural 
value.

Bo. the California federation has begun 
to advise members to make their proper ar­
rangements well in advance of death—giving 
land or corporate shares in land to their 
children over the years to take advantage of 
the gift tax exemption.

"All this is fine," said Mr. Wickham, the 
Long Island farmer. "But I can't do this. I 
need cash loans on my property each year 
in order to operate If I go to a bank and say 
I've given shares to my children, that I don't 
have clear title, they’ll throw me right out."

Dean F. Tuthill, a professor of agricultural 
economics at the University of Maryland, said 
that there were only a handful of states that 
had been able to figure out any method of 
easing the burden of estate taxes for their 
farmers.

COAST LAW CITED
Most special agricultural taxing districts 

set up to help farmers are applied only to 
local property taxes and not to federally 
administered estate taxes.

Professor Tuthlll cited, as one attempt to 
ease Federal taxes, California’s statute, which 
he said was a prototype for other methods of 
"preventing Intensive development of farm- 
land," including a bill fn Maryland last year 
that would have allowed farmers to sell theta* 
development rights to the local county, 

farming it themselves but paying consider­
ably lower taxes.

Systems such as this or one newly insti­
tuted in - Suffolk County, L.I.—where the 
county plans to purchase, at the start, some 
8,000 acres of prime farmland at speculative 
prices from the farmers, then lease it back 
to the owners—are other solutions proposed 
by agricultural economists in place of changes 
in the revenue law.

"There are so few ways open to preserve 
this valuable resource,” Mr. Wickham con­
cluded. "If the I.R.S continues to follow this 
policy, it will put all agriculture out of busi­
ness on Long Island within a generation. 
And who knows what will happen every­
where else in this country?”

(From the Wall Street Journal. May 15. 1974)
The 251-Year-Old Mansion Provides Feel­

ing of "Roots” Bitt Dominates Their 
Lives

(By Gall Bronson)
Bhirlet Plantation, Va.—To walk Inside 

the venerable brick mansion here with Its 
paneled rooms and Its oil portraits of long- 
dead ancestors, 1s to enter into the measured 
pace of the 18th Century.

It Is easy, tn the shadowy half-light of a 
fading afternoon, to envision a style of life 
two centuries removed from the busy world 
outside—to imagine squires with powdered 
wigs gathered around the Chippendale din­
ing table, drinking sherry from graceful 
crystal glasses. Thomas Jefferson dined at 
Bhlrley. Robert E. Lee's mother was born 
here.

But C. Hill Carter, the 20th Century own­
er of Shirley, is not a squire, and be doesn’t 
have a powdered wig. He has a orew cut. 
and should you visit his 251-year-old man­
sion 25 miles east of Richmond in the Vir­
ginia tidewater country, you may find him 
in paint-spattered shoes and baggy overalls, 
touching up an outbuilding. He often does 
such work himself—to save money.

Nor do Mr. Carter, his wife, Helle 
(rhymes with Nellie), and their three chil­
dren dine very often at that splendid table 
of polished mahogany on the main floor. 
They usually eat at a plonic-type table in 
the basement, seated on folding chairs be­
neath the bare pipes that aervloe their 1910 
sink. They eat in the basement because they 
want to maintain the main floor in all its 
18th Century elegance, full of valuable an­
tique furniture and American art. -

way.



RUINOUS TAXES
That la the commitment that has shaped 

the lives of Hill and Helle Carter—a com­
mitment to maintain and preserve an 18th 
Century mansion on a 20th Century income. 
More than that, they are committed, despite 
rising expenses and the threat of ruinous 
taxes to pass Shirley on to their children 
and their children's children. They Intend to 
keep Shirley in the Carter family, where it 
has remained for nine generations.

"In our society nobody has any roots," 
Mr. Carter drawls. "Everybody's mobile. 
When people come here and tell me how 
lucky I am to own Shirley. Im right proud. 
We're determined to stay and keep these 
things ”

Plenty of folks come to see Shirley. To 
help offset expenses, Mr. Carter opened 
Shirley to tourists some years back, posting 
a billboard near Williamsburg and distribut­
ing brochures locally. Last year, more than 
10,000 people visited the plantation, often 
getting a guided tour by Mr. Carter himself, 
who clearly relishes the opportunity to take 
time off from endless odd Jobs around the 
plantation to recall his family history and 
the glories of the past.

The white porticoed mansion dates back 
to 1723, but Shirley Plantation Itself Is even 
older. It was founded In 1613, only six years 
after the colonists arrived at Jatnestown. 
While the land belonged to tobacco farmer 
Edward Hill, the Shirley mansion wasn’t 
built until his daughter Elizabeth married 
John Carter, the son of a giant in colonial 
Virginia, William Robert (King) Carter.

RANDOLPHS, LEES, ANO BYRDS
Contemporaries called him King because 

he owned a huge chunk of what is now the 
state of Virginia King Carter amassed 
his wealth by deeding defaulted land to him­
self as land agent for lord Fairfax and Eng­
land. He lived quite comfortably on another 
plantation, cultivating tobacco with the help 
of 1.000 slaves. Over the years his descend­
ants intermarried with such leading Vir­
ginia families as the Randolphs. Lees and 
Byrds.

By cor.parlsnn, King Carter's ninth-gen­
eration descendant has come down in the 
world—although, ou paper at least, HUI 
Carter is a wealthy man.

"I reckon I'm worth $1 5 million.'' he 
mutters bashfully. "But I still fuel like I’m 
scrambling to pay the grocery bills " De­
spite his assets. Hill Carter barely nets 
$16,000 a year, mainly from his tourist trade 
and some land he rents to a gravel com­
pany. To convert his assets to spendable 
cash he’d have to do the one thing he is 
committed not to do: sell Shirley Plantation.

The problem of maintaining a large es­
tate isn’t unique to the Carters Many fami­
lies find the financial burden too much or 
the way of life unappealing; usually, they 
sell their property for development or for 
some sort of institutional or foundation use. 
In Britain, the National Trust accepts coun­
try estates from owners who provide endow­
ments to maintain the property In perpetu­
ity for public access. In return the family 
may live there rent-free. The National Trust 
for Historical Preservation in the United 
States accepts property gifts with endow­
ments, and Colonial Williamsburg buys land 
for the . tourist trade But Hill Carter 
wouldn't consider passing Shirley out of 
strict family control.

As a result. Hill and Helle struggle hard 
to keep Shirley both livable for the family 
and attractive to tourist. For Hill, life Is a

• • • • • 
walls that need spackling and plumbing that 
needs fixing; currently, he's trying to com­
plete some formal gardens around the house 
and build a driveway to the main highway. 
Helle opened a gift shop last year In one of 
the outbuildings and also hopes to start a 
small restaurant operation in another build­
ing

Shirley Plantation mirrors much of South­
ern history to its evolution from tobacco 
plantation to wheat farms to the homestead 
that Hill Carter inherited. "My grandfather 
was wounded at Chancelorsville and was 
forced to quit working around 1884," says 
Hill, “so my dad started farming when he 
was 16. He never got an education, and 
financial things weren't easy for him. He 
spent all his time farming just to feed hie 
family through the Depression."

Hill inherited the estate In 1952 through 
an elaborate plan to keep Shirley in the 
family; soon, the farmland was leased to 
others, a gravel mining company had leased 
several hundred other acres, and the Car­
ters were seeking to build up tourist traffic 
to the house itself. "When other people are 
out on Sunday drives, I'm showing people 
around thq house,” says Hill.

Still, life at Shirley has Its compensations. 
Hill and Helle enjoy sitting out back watch­
ing the historic James River roll by; many 
evenings are spent entertaining friends in 
Shirley's stately and ornate dining and draw­
ing rooms Though the family usually eats 
In the basement, the children, Charles, 11, 
Randy, 10. and Harriet, 9, are allowed the run 
of the house and property. "I don't want to 
turn this place into Just a museum," says 
Helle

Whether Hill Carter will succeed in his

ambition to keep Shirley Intact for his chil­
dren—and whether they will want to stay at 
Shirley—Is open to question. Hill figures the 
inheritance tax alone on Shirley would be 
about $650,000 at present rates.

But Hill and Helle figure it's worth the 
effort. "If money was the only thing in the 
world, I'd leave," says H11L "But it's not. 
Most of the Important things in the world 
can't be bought and sold," Hello adds. “It's 
gratifying when people come and appreciate 
this as part of their heritage."

[From the Baltimore Sun, May 19, 1974J 
Disappearing Farms

(By Michael K. Burns)
In the years of agriculture abundance, not 

so long ago, United States farm policy was 
aimed at moving land out of production. 
That policy did not seem to work so well 
then but its effects are being felt today 
when the nation is realizing It might be bet­
ter off with more farms and farmers.

Rising prices at the supermarket reflect 
the world's demand for more food. And the 
environmental movement has inculcated a 
reverence for open space and a revulsion 
against the devastation of suburban sprawl. 
Expansion of the domestic farm system 
seems to answer these noa-farmer needs of 
society.

Forces arc at work to create a coalition be­
tween the farmer and the environmentalist 
to preserve farmland as a privately held pub­
lic heritage. But the alliance is still in the 
formative stage. Farmers distrust the oon- 
aervatlonlst who would freeze the value of 
his land under land-use laws, and chafe at 
his efforts to restrict uses of chemical and 
pesticides. Conservationists and consumers 
are wary of the producers of ever-mure-expen­
sive food and the owners of large spreads of 
high-priced rural real estate.

Land speculators have perhaps been the 
key element In the forging of the common 
Interest. Population pressures and the ever­
growing highway system created new for­
tunes for property holders who stood in the 
path of progress. Farmers did not create the 
boom, but they were quick to appreciate its 
possibilities for a windfall. A glut of reckless, 
shotgun speculation In farms throughout the 
state followed. And those farmers who sold 
out made It even harder for their neighbors 
to resist.

Borne 2.7 million acres in the state, or 40 
per cent of the land, are in farm production. 
By one estimate, that amount will dwindle 
to 1 million acres by the year 2000. Recogniz­
ing this undesirable trend, the Maryland 
Senate last year ordered the Secretary of 
Agriculture, Y. D. Hance, to make a study of 
means to preserve farmland. Mr Hance ap­
pointed an 18-member oommUsLn with 
Frank L. Bentz, Jr., University of Maryland 
vice president for agricultural affairs, as 
chairman.

The commission has set as a goal the pres­
ervation of 2.5 million acres of ag-icultural 
land. Members are uncertain how fast farm­
land will be eaten up in the future: one sub­
committee suggests 35,000 acres a year, an­
other 62,000 acres. But they seem to agree 
that speculation, or Investment, Is a greater 
factor than the Immediate demand for hous­
ing or commercial development. "Agricul­
tural and commercial forest land acreage will 
decrease more than three times as much as 
urban-related land commitments will in­
crease" by 2000, the group said In an Interim 
report Some of that land will be granted a 
temporary reprieve, as speculators rent It to 
farmers, but Its fate Is sealed This despite 
the fact that there will be 60 per cent more 
people living on an acre of Maryland in 26 
years than there are today.

As a commission subcommittee noted, pre­
serving agricultural land can only be based 
in part on the actual demands of future pop­
ulation growth. Unrelated economic factors 

influence a number of individual decisions to 
give up farming and to take advantage of the 
speculator's offer. Farm prices are expected 
to Increase and provide a return of about 15 
percent on capital (exclusive of land), the 
commission reported. But a shortage of labor, 
heavy indebtedness and taxer, may encourage 
all but the dedicated to give up.

Farm prices have shot up all over the state 
with little relationship to productivity and 
food prices. Farms that sold for <200 an acre 
in Frederick county 16 years ago are now 
worth $30,000 an acre by the new chopping 
mall. Even residential lots, minus sewer and 
water, are selling at $4,500 an acre

In Anne Arundel county, developers are 
paying $3,000 an acre for average farmland as 
they leapfrog over sewer-connection bans in 
Montgomery and Prince Georges counties.

Partially Influenced by the expanding Black 
& Decker power-tool plant, land lu the Hemp­
stead area of Corroll county Is selling for an 
unheard of $7,000 an acre. "A couple of years 
ago. $1,000 was high for land In this area,” 
recalled Paul R. Albaugh, a dairy farmer. 
"Now, I don't know of any land sold that's 
going to other farmers . . . they can’t afford 
it."

‘T don’t think you can talk to a fa mer who 
hasn’t lost ground over the last five yean*," 
said Carroll Leister, whose grandfather 
bought the land he farnu, today. The small 
parcels of land a farmer rents for $16 to $20 
an acre are sold off each year as land values 
rise, he explains. "The by-pass Is going 
through 26 acres of our land and that will 
bring more houses.” Mr. Leister said. "I guess 
in five years after the road Is built we 11 be 
out of here."

Developers and farmers covet the same type 
of land. Mr. Leister added. "That’s the thing 
that hurts: they’re buying good flat, cleared 
land, not the woods or the hilly areas," he 
aald. According to the alate, more than 20 
per cent of Mary land’s "prime" farmland has 
been lost to urban use.

The commission headed by Dr. Bentz Is to 
make final recommendations on legislation 
to Mr. Hance next month. So far, the group 
has explored several possibilities which have 
been discussed at a serie* of hearings in the 
state. The revision of federal estate taxes and 
state inheritance tax is one promising idea 
Senator Charles McC. Mathias Jr., (R . Md.) 
and Representative Gondloe E. Byron (R, 
6th) have introduced blllr to change the 
estate tax, so that heirs are taxed on the 
agricultural value of farmland instead of on 
"fair market value." The lower valuation
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would make It easier for helm to pay tn$ taxes 
without selling the farm; If they did or If 
they developed the land, they would be sub­
ject to a retroactive higher levy. The chair­
man of the Maryland Environmental Trust 
and the Maryland Historical Trust support 
the measure as a valuable open-space tool.

The loss of farmland due to the estate tax 
valuation haa not been extensive. Many heirs 
are all too willing to sell and farmers do the 
same thing to create heir retirement annuity. 
But it doee help to keep farms in the hands 
of those families who want to continue at 
U, and they are becoming more rare. Herbert 
and John Wlsnei of Mt. Zion worked their 
father's farm since they were children, but 
had to form a corporation to save the land 
with a mortgage when it was inherited as an 
estate. "They should have done something 
to help the farmer in a situation like this," 
Herbert Wisner said.

Other plans considered by the agricultural 
land preservation commission Include varia­
tions on programs in New York and New Jer­
sey. New York permits farmers to create agri­
cultural districts with powers to prohibit 
certain local ordinances that Interfere with 
farming, to bar the use of public funds for 
utilities installation and to receive favorable 
tax assessment treatment.

The New Jersej plan, which is only a pro­

posal made to the governor, calls for each 
municipality to set aside a certain percent- 

of prime farmland for preservation. A 
Kate tax on real-estate transfers would pay 
farmers for the lues of their development 
rights by having the land use frozen in 
preMrvea. Under the New Jersey plan, farm­
land owner* could claim their development­
right payment today, or wait on the chance 
that their rights will appreciate In the fu­
ture. Speculation could continue in these 
right* or easements and Investor] could be­
come richer. But the public would not be 
the poorer.

Maryland was the first state to pass a pref­
erential farm property tax assessment law, 
taxing farmland at a lower rate than resi­
dential or commercial property. Economists 
claim the law has helped to keep land in 
production, though the evidence it tenuous. 
There Is a tax recapture provision penalty 
if the use is changed, but that is a weak 
restraint against development.

This year the legislature enacted a law 
permitting farmers tp give the development 
rights to the state. In exchange for freez­
ing the use of his land lu farming, the owner 
would reduce his local property taxes and 
reduce the value of his estate for federal 
taxes upon his death. Without any purchase 
agreement, however, its chances of success 
are slim.

From this mix of Interests, and of eco­
nomic incentives, the attrition of farms and 
fanners may be stemmed. The benefits 
of open space will be shared by all. Phillip 
AJampi, New Jersey's agriculture secretary, 
recently explained how self-Interest can 
work constructively in this field. "Farmer* 
have a selfish interest in preserving open 
space." he said. "Without It, they will go 
out of business. Urban and suburban people 
have a selfish Interest in preserving open 
space. Without it, they may exist, but they 
will not live."

[Prom the Baltimore Sun, Feb. 19. 1974] 
Endangered Lap’ll on East Coast Farms

(By Isaac Rehert)
The East Coast farmer has been changing 

to a rare and endangered species Just when 
a crowded congested society has ooine to need 
him most.

For decades, while built-up concrete areas 
have been growing around big cities like 
warts, farmers, caught in the crunch of fast­
rising costs and shrinking profile, have been 
abandoning agriculture

The old-timer* are carrying on. expanding 
and consolidating their bolding, but with 
the increased capitalization. It becomes al­
most impossible for a youngster to break in 
unless he inherits And increased valuation 
of land for development purposes Is a con­
tinuing temptation to the farmer simply to 
sell his holdings for the building of super­
markets and retire from the field.

As If crowding by urban areas, skyrocket­
ing capitalization and the cost-price squeeze 
were not enough, certain government tax 
policies have also tended to pressure farmers 
into getting out; and now. land-use legisla­
tion. one version of which has already been 
introduced Into the Maryland General As­
sembly, has farmers worried. They fear that 
by legislative fiat, their equity, their security, 
their retirement bank account that they 
keep deposited In 4and, may be wiped out.

The extinction of the East Coast farmer, 
like the extermination of other rare and 
endangered breeds. Is more a problem for the 
public than It is for the breed. Quite aside 
from the production of food (which for the 
first time in memory 16 becoming increasingly 
critical), quite apart from nostalgia for “old 
time rural values" and a way of life that 
keeps looking better the further we pass 
from it. farms—at least green open spaces— 
are essential to ecology, to keeping a balanced 
environment, to maintaining an esthetic 
harmony.

Whereas in other areas real estate taxes 
are based on the highest market value of 
land—which usually would be Its speculative 
value for development—in Maryland, farm 
land Is taxed as farm land—which means 
lower rates, commensurate with its lower 
earning ability when used for growing crops.

But the federal government has not seen 
fit to follow a similar practice. There are no 
federal real estate taxes, but there Is a federal 
estate inheritance tax. and the Internal Rev­
enue Service insists on assessing all agricul­
ture land at the “price at which property 
would chang? hands between a willing buyer 
and a willing seller."

Any land within easy access to metropolitan 
areas can attract numerous willing buyers 
eager to acquire all they can for speculative 
purposes. The result has been that in some 
areas, land values have skyrocketed to five 
to ten times what they would be for agricul­
tural land.

And so. when parents die and their chil­
dren inherit the land, they find themselves 
billed for a federal inheritance tax—which 
may run as high as 25 per cent—that is bo 
high they are forced to sell the land to specu­
lators in order to pay it.

In one Instance, land that was worth $800 
an acre for agricultural purposes was valued 
by the IRS nt $3,500 an acre, which was its 
"fair development value.” The tax alone 
came to about $1,200 an acre, and the farmer 
had no choice but to sell it for develop­
ment in order to pay. In fact, the federal 
tax laws had .simply forced the farmer off 
the farm and the land out of farm produc­
tion.

It is not merely IRS administrative policy 
but explicit legislation that says that prop­
erty must be valued at Its fair market value, 
and so it will take new legislation to make a 
change.

This year. Senator Charles McC. Mathias. 
Jr., (R., Md.) Introduced a bill that would 
change the practice, bringing it into line with 
that used in Maryland and other states, 
so that the IRS, in considering the value of 
land for tax purposes, would use its value as 
an actual earning resource rather than its 
market value.

In a Senate statement. Mr. Mathias pointed 
out that without such legislation, everytime 
a farm passed to an heir, the heir would be 
paying most or all of the income he could 

earn from his farm land Just to pay the 
taxes. The situation is Impossible, and "the 
effect of this (IRS) policy 1* to force many 
farm families to sell their farms In order to 
pay the estate tax—regardless of their attach­
ment to the land or to the occupation of 
farming. And the result of such forced sales 
is. in the end, a grave and immeasurable cost 
to the community."

Hta bill include* safeguards that prevent 
land held by speculators from qualifying at 
the lower rate of tax, namely that the prop­
erty must have been used as farm, wood or 
open scenic land for at least five years prior 
to and must continue to be used that way 
for five years after the estate tax return Is 
filed.

One of the interesting development* in the 
farm land picture is that because of the 
world-wide food shortage and the energy and 
fertilizer shortages, farm commodities have 
been increasing in value so rapidly that with 
next year's harvest the value of farm land 
may nearly equal its value for development.

From the publics' point of view, at least 
one aspect of the situation has become per­
fectly clear. Despite the name "agribusiness," 
farms are not merely business, they are a 
natural and esthetic resource of the entire 
community, and the East Coast faimer, who 
Is their steward, as a rare and endangered 
species, needs some help to be saved.

[From the Baltimore News American] 
Federal Tax Grab Countered: State Acts 

To Save Farms

(By Steven Norwitz)
In upper Harford County, John Brown 

(not his real name) tills a 650-acre farm 
he'd like to turn over to his children when 
he dies.

But farmer Brown estimates that when he 
passes on, his family will face a federal estate 
(Inheritance) tax of $400,000.

As a result, the Brown family will be forced 
to do what the Johnson family did with 
their 100-acre farm in Havre de Grace a 
few years back—sell It to developers.

The federal estate Inheritance tax, which 
often amounts to a third of the develop­
ment value of a farmer's land. Is one reason 
why Maryland loses an estimated 35,000 
acres of farmland a year to development, ac­
cording to the state Department of Agricul­
ture.

In 1969, the latest year for which figures 
are available, 44 percent of Maryland's land 
areas, or about three million acres, was de­
voted to agricultural use.

It Is projected that the amount of farm­
land in the state will drop to 2 4 million 
acres, or 38 percent of the state's land area, 
by 1986

To help slow the trend, the Maryland leg­
islature this year passed a bill designed to 
aid the farming family that wants to pass 
its farm down from one generation to the 
next.

For farmers who agree to permanently 
turn over the development rights of their 
land to the state, the bill provides that the 
farms would be assessed at their agricultural 
value, about $600 an acre. Instead of po­
tential development value, now ranging from 
$2,000 to $3,000 an acre.

The alm Is to significantly cut the federal 
estate tax on the property, enabling the 
family to keep the land for its agricultural 
use.

"This would help people who have had 
farms that have been In the family for gen­
erations and want them to be kept in the 
family," says T. Allan Htradley, president of 
the Maryland Farm Bureau.

The state, meanwhile, would preserve some 
of its open spaces and maintain a $425 mil­
lion a year Industry.

68-308 0 - 76 -3
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While the bill is considered a good con­
cept, its effective implementation hinges on 
two unknowns.

“First,” says state Sen. James Clark, Jr., 
D-Howard, a co-sponsor of the bill, “we’re 
not absolutely certain the IRS (Internal 
Revenue Service) will recognize this?’

The federal government does its own as­
sessing of property when calculating the es­
tate inheritance tax.

“Second,” Clark adds, "If you give up the 
development rights to your property and the 
property all around you Is turned Into sub­
divisions, the plan won’t work.”

If these roadblocks are worked out, how­
ever, Clark feels “there are a good many 
people who will go for it.” Clark himself 
would be one of them.

The senator runs a 500-acre farm on Rt. 
108 across the road from Columbia. “The 
estate tax on this would definitely cause us 
to lose the land,” he says.

“But I wouldn’t hesitate a minute (to give 
up the development rights to the property) 
If I was assured I wouldn’t have development 
all around me. Agriculture is all we’ve ever 
done; that's all we want to do.”

While many farmers will be leery of giving 
away the huge profit potential of their prop­
erty. Sen. William S. James, D-Harford, co­
sponsor of the bill and president of the 
Maryland Senate, says the bill is “just a 
start” in the state's effort to preserve Its 
agricultural land.

Eventually, James notes, Maryland may 
adopt a plan similar to one in New Jersey 
which authorizes the state to purchase out­
right the development rights to a farmer’s 
land.

“The New Jersey green acres program,” 
James says, “has permanently preserved one 
million acres (of its 1.4 million acres of 
farmland) by this approach."

This summer a state Commission on the 
Preservation of Agricultural Land is to offer 
sweeping recommendations on steps the 
state should take to accomplish this purpose.
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Farm plight
Developments such as these townhouses near Crofton are slowly en­
croaching on available farmland in Anne Arundel County. According to 
Ray Chapman, who is shown on his farm near Crofton about 150 farms in

Anne Arundel county “go under” each year, the victims of high Inheritance 
taxes and increased costs of production. According to Mr. Chapman, 
where the townhouses stand was also a farm, not too long ago.

Caught in the Big Squeeze

Farm land diminishing here
by Jacqui* Jack»on

Old MacDonald had a farm.
And when he died he left his 300 acre 

farm to his son. Hut his son. who would 
have liked to stay on the family farm, 
had to sell it.
- Why? The Big Squeeze.

Inheritance taxes, land speculators, 
high equipment, fertilizer, and seed 
costs, and the high cost of farm labor 
arc all a part of the Big Squeeze which 
last year alone pushed farmers off of 
over 35.000 acres of land in Maryland. 
Anne Arundel county. dose to two 
urban centers but traditionally a 
farming area, is becoming one of the 
prime victims of the Big Squeeze.

For Example: suppose that when 
Farmer MacDonald died he left his son 
a 300 acre farm and personal property 
valued at S50.01X). Under present 
Federal inheritance taxes. Farmer 
MacDonafs son would have to pay over 
SI 17,000 in inheritance taxes: a sum

few could raise without selling at least 
part of the land.

The reason for the high taxes is that 
Farmer MacDonald's land is located 
near two urban centers and land values 
in the area haw been driven up by 
rapid development and speculation. 
Because Federal inheritance taxes arc 
calculated on the market value of the 
land rather than its agricultural value. 
Farmer MacDonald's son's taxes are 
calculated by valuing the land at about 
$2,000 per acre instead of its 
agricultural value of $500 per acre. 
Even though the first $60,000 value of 
the farm is exempt from Federal 
inheritance taxes, the remaining taxes 
arc much more than the average family 
can afford.

According to Ray Chapman, who 
farms near Crofton and is president of 
the Anne Arundel County chapter of 
the Maryland Farm Bureau, the 
problem is a very real one facing 
farmers in the county.

He says it is not that people arc 
forced to leave their homes, but that 
they cannot afford to stay on there. 
High inheritance taxes coupkd with 
other factivs in the "big scueezc” 
present many people from sta • . ,f on 
farmers, he said. In fact, he said. "I 
think most people would want to stay 
on their farms if they could get away 
from taxes..."

Another factor which Mr. Chapman 
secs as contributing to the farmers' 
plight in Anne Arundel county is the 
recent building moratorium in 
Virginia. Prince Georges and Mont­
gomery counties. This, he said, will 
also drive land prices up as speculators 
and developers move into the county.

There is some hope. however, that 
the plight of young farmers inheriting 
their parents' property may be cased by 
a bill jointly introduced into the Senate 
and House of Representatives by 
Senator Charles MeC.Mathias and

Representatives Goodloe Byron and 
Marjorie S. Holt.

The bills, if passed. will provide for 
at miand and woodland to be assessed 

at agricultural values providing that 
inheritors of farms must continue Kr 
use the land for farming or as open 
space. If they do not use the land for 
these purposes, they must pay the 
higher inheritance taxes. Should the 
land be sold later at a value above its 
value as farmland, a provision of the 
bill allows the government to retrieve 
taxes and thus prevent speculators 
from taking advantage of a tax break 
designed to protect farmers and their 
way of life.

If passed, the bill will also protect 
many historical homes which might be 
destroyed when sold because the 
inheritors could not afford to pay the 
inheritance taxes.

According to Brice Clagett. 
Chairman of the Maryland Historical

Continued on page NA
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-Page 14A, The Villager, September 25, 1974

Caught in the Big Squeeze

Farm land diminishing here
Continued from page IA
Trust, and a farmer in Friendship, 
Federal estate taxes were never meant 
to hit anyone but the very wealthy. 
"They were set in the 1930s when 
$60,000 was a lot of money, and the 
environmental effect of these taxes is 
ludicrous."

“The idea." he said, of having an 
historic and pretty county (Anne 
Arundel) ruined over a Federal 
governmun tax is a hard thing to 
take."

Even .'he manages to hold on to his 
farm through the trials and travails of 
the Federal tax system, the farmer is 
going to have a tough time making 
ends meet. Not only must he contend 
with the whims of nature, but he is 
hard-hit by inflation and a myriad of 
inflation-connected problems.

According to Mr. Chapman, a 
farmer’s income is low and as the man 
at the bottom of the food chain, he 
makes the least profit sometimes barely 
managing to keep his head above 
water. "A farmer.” said Mr. Chap­
man. "has a unique business because 
he sells wholesale and buys retail."

Some of the things which he listed as 
contributing to the squeeze on farmers 
include the high cost vf equipment, 
.seed, and fertilizer. "Fertilizer" he 
■said, "is sky-high if you can get it. It 
costs twice as much as it did three years 
ago." As an example he pointed out 
that tobacco has only increased about 
$.15 per pound in the past two years, 
but the cost of fertilizer for tobacco has 
more than doubled.
I "It can happen easily." he said, 
.•"that you put in a crop and make less 
money than you paid for it."

This statement was corroborated by 
Robert Pumphrey, secretary of the 
county farm bureau, who said that, 
“The cost of fertilizer has doubled, but 
unless you have a really good crop, you 
lose money." Mr. Pumphrey, whn 
sells produce locally, said that people 
who stop in to buy from him will 
complain when the prices go up, and 
that after a while they "just won't pay, 
they have a breaking point."

"They don't seem to understand or 
care.” he said, as he noted that "they 
don't argue with the A&P when they 
raise their produce prices.’’

Another area where the farmer is 
really feeling the pinch is the high cost 
of farming equipment. As Mr. 
Chapman puts it. “the pickup truck I 
just bought cost almost twice what the 
old one djd. but it sure won’t do twice 
the work."

Farm equipment costs have in­
creased by leaps and bounds over the 
last few years, but the farm product 
revenues have not increased enough to 
hold the line.

In fact, according to the USDA, if 
the costs of food had increased as much 
as wages in the past 20 years, then the 
average household would pay over $750 
more per year for food than it already 
pays. On the average, however, the 
farmerrcceivcsonly about 46 per cent of 
the entire food dollar, with the rest 
being spread between wholesalers and 
processers. (Recent figures show that a 
farmer gets only 9 cents of the cost of a 
loaf of bread.)

The prices which the farmer receives 
for his produce vary greatly due to 
fluctuations in supply and market 
demands, and although prices can

skyrocket overnight, they tend to come 
down just as rapidly. The prices of 
most other commodities tend to stay 
elevated once they have increased.

The cost of labor, too, has become 
prohibitive, and in many cases, it is 
cheaper in the long run to purchase 
expensive equipment rather than hire 
laborers at the going rates.

All of these factors contribute to the 
attrition rate of farmers, both young 
and old. in Anne Arundel county. 
According to Mr. Chapman there were 
about 1.500 farms in the county as 
tallied by the last census, and about 
150 of these farms shut down each of 
the intervening years.

Additionally, there are few young 
farmers in the county, and there are 
few prospects for increasing their 
numbers in the future. According to 
Mr. Chapman, in 10 to 20 years there 
will be a terrific problem in agriculture 
because most of the farmers "will just 
be gone."

As Mr. Chapman puts it. "How can 
a man continue to farm with low prices 
on what he’s producing when someone 
offershim$12.000an acre for his land. 
If he lets the land go, it will provide for 
him the rest of his life.

"It's a losing game. Someday 1’11 
probably have to sell my land. I'm not 
looking forward to it. but what can you 
do?” . _ J
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Peter A. Jay

j How Much Growth?
—Bi 2 Issue for State

Obscured though it is by 
the gaudier public distrac­
tions of this third Watergate 
summer, the land-use issue 
is still with us.

Questions of growth—to 
halt it, control it or encour­
age it—provide the dominant 
theme in campaign after 
campaign across the nation 
and throughout Maryland 
this year. Along with the 
state of the economy, with 
which it is inextricably inter­
twined, growth is probably 
the major public question in 
the country—the Nixon ad­
ministration's disinterest in 
land-use legislation notwith­
standing.

It wasn’t many years ago 
that the no-growth peopl" 
were a noisy minority but 
nothing more. Economists 
spoke of an ever-increasing 
gross national product as 
though it were a blessing 
that would be continued for­
ever and forever; to suggest 
that growth was not prog­
ress, that bigger was not 
better, would have been seen 
as both obtuse and unpa­
triotic.

Now, the people who 
caused the problems of 
growth are the ones pressing 
hardest to solve them. In the 
suburbs, it is the people in 
the new subdivisions, more 
often than not. who lead the 
battles against further rezon­
ing. In Colorado, Oregon and 
Vermont, the newcomers, the 
people who fled crowding 
elsewhere, arc the most out­
spoken advocates of "holding 
the line."

Vermont's Gov. Thomas P. 
Salmon, who is from Con­
necticut. won his seat in 1972 
on an anti-dcvclopmcnt cam­

paign of “Vermont for the 
Vermonters.” Former Gov. 
John A. Love of Colorado, I 
believe it was, declared once 
that of the newcomers to his 
state, “every one wants to 
be the last s.o.b. to move 
here.”

Eventually, in every fast­
growing county or town or 
state, there comes a point at 
which the newcomers out­
number the natives and seize 
control. It is happening in 
Maryland at the state level 
now because of the fierce 
growth of Montgomery and 
Prince Georges counties.

It is a bit odd, considering 
this, that the question of 
Maryland’s land and what to 
do about it hasn't yet be­
come much of an issue in 
the nascent 1974 political 
campaigns for state office. 
Governor Mandel has been 
too busy trotting off to 
China, coping with little 
brush-fire incidents here and 
there, signing bills and re­
lighting his pipe to spell out 
a clear land-use policy for 
his next administration—if 
there is to be one. And no­
body has been pressing him. 
very hard about it.

The Governor can be ex­
pected to take credit for the 
rather plain and unadorned 
land-use bill enacted by the 
1974 General Assembly with 
his strong backing, and it is 
a fact that although some 
environmental groups have 
been critical of the measure 
as inadequate it is a genu­
inely useful piece of legisla­
tion.

But much more remains to 
be done in this field, and 
now is the time tor office­
holders and
alike to start talking about

it. How, for example, can the I' 
frighteningly rapid process 
that is consuming Mary­
land's best farmland in gulps 
of thousands of acres each 
year be arrested? There are 
some potential answers kick­
ing around, and candidates 
ought to be discussing them.

officeseekers ■ Enactment

One bill that would help 
plug the annual drain of 
farmland, introduced by 
Maryland Representative 
Goodloc E. Byron (D.. 6th), 
is now before the House 
Ways and Means Committee. 
The bill, like an identical 
Senate measure by Senator 
Charles McC. Mathias, Jr, 
(R.. Md ), would require that 
farmland and woodland be 
assessed for federal estate­
tax purposes on the basis of 
their value for agriculture or 
forestry, not for develop­
ment.

of the bill
would eliminate the forced

liquidation of family farms 
that now occurs when a 
farmer dies and his heirs, 
unable to pay an inheritance 
tax based on development 
value, must sell the prop-
erty.

This bill, or one like it, 
will be necessary if a state 
such as Maryland, which has 
valuable agricultural land 
adjacent to expending urban 
areas, is to preserve its 
rural character and farm 
productivity as the Twentieth 
Century draws to a close.

Thus far, though, the issue 
of land and its use has not 
caught the attention of politi­
cians on the stump, and it 
seems likely that we will 
hear far more talk about 
sordid little scandals over 
the next few months than we 
will serious discussion about 
the shape of our state and its 
future.



STATEMENT REGARDING PROPOSALS AFFECTING TAX TREATMENT OF 

CHARITABLE CONTRIBUTIONS TO TAX EXEMPT INSTITUTIONS

Presented to: Committee on Ways and Means, United

States House of Representatives

Honorable Al Ullman, Chairman

Submitted by: American Association of Presidents

of Independent Colleges and Universi­

ties. Presidents of 102 colleges and 

universities belong to the Association. 

(List annexed as Exhibit "A").

National Association for Hospital Develop 

ment. Members are executives of over 

600 hospitals located nationwide and 

charged with obtaining funds from the 

private sector to meet hospital needs. 

(List annexed as Exhibit "B").

National Association of Independent 

Schools. An association of 850 

independent elementary and secondary 

not-for-profit schools. (List annexed 

as Exhibit "C").

48 New York colleges and universities. 

(List annexed as Exhibit "D").

The Christian and Missionary Alliance, 

a church denomination serving as a 

missionary - sending organization 

with over 900 missionaries. The United 

States constituency is represented by 

over 1,200 local church groups. The 

Christian and Missionary Alliance 

operates three colleges, four retire­

ment centers and four convalescent 

and nursing homes. (List annexed as 
Exhibit "E").

(List continued on next page)

(34)
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The Church of the Nazarene, a church 

denomination serving both the United 

States and Missionary fields with about 

600 missionaries and 7,473 ministers 

in the United States. The United 

States constituency is represented by 

7,427 congregations with a membership 

of 430,128 and Sunday School enrollment 

totalling 1,175,212 and 68 Districts. 

The Church of the Nazarene operates 8 

liberal arts colleges, one Bible college, 

and one Seminary. (List annexed as 

Exhibit "F").

The Conservative Baptist Foreign Mission 

Society with a constituency of 2,000 

churches and a membership of over 

500,000. The Society operates 2 

seminaries and 3 colleges.

General Council of the Assemblies of God, 

a church denomination serving both the 

United States and foreign fields with 

nearly 1,900 ministers. The United States 

constituency is represented by 8,920 

churches with a membership of almost 

5 million. The General Council operates 

27 colleges.

Beloit College, Beloit, Wisconsin.

Carleton College, Northfield, Minnesota.

Carnegie-Mellon University, Pittsburgh, 

Pennsylvania.

Choate Rosemary Hall, Wallingford, 

Connecticut.

Clark University, Worcester, Massachusetts.

College of the Holy Cross, Worcester, 

Massachusetts.

Doane College, Crete, Nebraska.

Drexel University, Philadelphia, Pennsylvania.

General Conference of Seventh-day Adventists, 

Washington, D. C.

Hendrix College, Conway, Arkansas.

Holy Cross Hospital, Fort Lauderdale, 

Florida.

(List continued on next page)

- 2 -



36

Oral testimony by:

Knox College, Galesburg, Illinois.

Lafayette College, Easton, Pennsylvania.

LeTourneau College Fund, Longview, Texas.

Middlebury College, Middlebury, Vermont.

Millikin University, Decatur, Illinois.

Mount Olive College, Mount Olive, 

North Carolina.

Mount Holyoke College, South Hadley, 

Massachusetts.

Mayo Foundation, Rochester, Minnesota. 

A charitable corporation dedicated 

to medical practice, medical education 

and medical research.

Northfield Mount Hermon School, 

East Northfield, Massachusetts.

University of Notre Dame, Notre Dame, 

Indiana.

Smith College, Northampton, Massachusetts.

The Society for the Propagation of 

the Faith, New York City.

Westmont College, Santa Barbara, California.

Worcester Polytechnic Institute, Worcester, 
Massachusetts.

World Literature Crusade, Chatsworth, 

California.

Conrad Teitell, member, Prerau & Teitell, 
New York City.

- 3 -

Dated: March 1, 1976
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SUMMARY OF TESTIMONY

I. THE TAX LAWS SHOULD CONTINUE TO ENCOURAGE SUPPORT OF 

CHARITABLE ORGANIZATIONS BY CONCERNED CITIZENS.

Public charities perform a vital role in our society 

and the public would be adversely affected by enactment 

of proposals removing or reducing tax incentives to 

contributors. The history of our tax laws shows ever 

increasing tax incentives to supporters of charitable 

organizations which benefit the public. Now is not the 

time to reverse that trend.

The charitable deduction is not a loophole. It differs 

from other deductions and tax preferences in that it is 

not economically motivated. Other deductions redound 

to the individual taxpayer's benefit. Charitable 

contributions are voluntary and redound to the benefit 

of our nation. Any reduction of current incentives to 

charitable contributions would, in effect, be an indirect 

tax on publicly supported charitable organizations.

[See pages 7-10 1

4
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II. THE FOLLOWING PROPOSALS WOULD SUBSTANTIALLY REDUCE 

CHARITABLE GIFTS AND BEQUESTS AND WOULD NOT BE IN 

THE BEST INTERESTS OF THE NATION.

A. We oppose any proposal which would place a 50% 

or other ceiling on the estate and gift tax chari­

table deductions (or a 50% or other ceiling on the 

charitable deduction under any unified transfer 
tax) .

B. We oppose any proposal which would tax apprecia­

tion on property contributed to publicly supported 

charitable organizations at death, during lifetime, 
or both.

[See pages 10-15 ]

III. AMONG ALL OF THE DEDUCTIONS THE CHARITABLE DEDUCTION IS 

UNIQUE. IT IS SOCIETY THAT BENEFITS THE MOST BY ALLOWING 

CHARITABLE DEDUCTIONS, NOT INDIVIDUAL DONORS. DONORS 

WOULD BENEFIT MORE ECONOMICALLY BY NOT MAKING CHARITABLE 
GIFTS.

[See pages 15-16 ]

5
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TESTIMONY

Mr. Chairman and Members of the Committee:

I am Conrad Teitell, a member of the New York City law firm 

of Prerau & Teitell, and appear before you in the capacity 

of special counsel to a number of charitable organizations 

which have the same general interests and have consolidated 

their testimony so as to conserve the Committee's time.

The organizations on whose behalf I appear are:

The American Association of Presidents of Independent 

Colleges and Universities; the National Association for 

Hospital Development; the National Association of 

Independent Schools; 48 New York colleges and universities; . 

The Christian and Missionary Alliance; The Conserva 

tive Baptist Foreign Mission Society; The Church of the 

Nazarene; Beloit College; Carleton College; Carnegie-Mellon 

University; Choate Rosemary Hall; Clark University;

College of the Holy Cross; Doane College; Drexel University; 

the General Conference of Seventh-day Adventists; the 

General Council of the Assemblies of God; Hendrix College; 

Holy Cross Hospital; Knox College; Lafayette College; 

LeTourneau College Fund; Middlebury College, Middlebury, 

Vermont; Millikin University; Mount Olive College; Mount 

Holyoke College; the Mayo Foundation; Northfield Mount 

Hermon School; the University of Notre Dame; Smith College; 

The Society for the Propagation of the Faith; Westmont 

College; Worcester Polytechnic Institute; and World 

Literature Crusade.

We thank you for this opportunity to present our views and 

support your efforts to make our tax laws more equitable.

6
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I. THE TAX LAWS SHOULD CONTINUE TO ENCOURAGE SUPPORT OF 

CHARITABLE ORGANIZATIONS BY CONCERNED CITIZENS.

First and foremost, the charitable contribution deduction 

is not a loophole. It differs from other deductions 

and tax preferences in that it is not economically 

mandated. Other deductions redound to the individual 

taxpayer's benefit. A donor is economically ahead by 

not making a charitable gift because the tax savings 

are smaller than what he parts with. Charitable contribu­

tions are voluntary and redound to the benefit of our 

nation.

A reduction of current tax incentives to charitab1e 

contributors would reduce charitable gifts and result 

in decreased services to the general public. Reduced 

tax incentives would, in effect, be indirect taxes on 

publicly supported charitable organizations.

Schools, hospitals, churches, health, social we1fare 

and other publicly supported charitable organizations 

perform a vital role in our nation. If the services 

rendered to the general public by charitable institutions 

were to be diminished because of reduced private support, 

the public would suffer immeasurably. The importance 

of the services to the nation rendered by the institutions

7
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represented at these hearings need not be reviewed. 

They are well known and we stand on our record of 

serving our communities, states and the nation. We do 

emphasize that if our services to the general public 

are to continue and expand to meet new needs, tax 

incentives to those who support worthy charitable 

organizations should be increased, not decreased.

Historical, philosophical and practical reasons why 

current tax benefits for donors should be continued. 

In no country is private philanthropy as important a 

part of the national character as in the United States. 

The inception early this century of our federal tax 

laws encouraged rather than curbed the generosity of 

Americans. Since 1917 the government has stimulated 

private voluntary support by granting tax deductions to 

those who give to schools, churches, hospitals, health, 

social welfare and other publicly supported charitable 

organizations.

Congress has continually increased the tax incentives 

for charitable giving, starting out with a 15% ceiling 

on charitable gifts and increasing it over the years to 

the present 50% of adjusted gross income (contribution 

base) ceiling — with a 5 year carryover for any "excess".

8
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The government has practical reasons for encouraging 

voluntary financial support. We need the services 

provided by schools, churches, hospitals, health 

organizations and other charities. If support for 

their work does not come from private sources, from 

where will it come?

Charitable contributions by concerned citizens have 

enabled educational institutions to maintain freedom of 

academic inquiry. They have insured separation of 

church and state. Voluntary charitable contributions 

have offered the means of maintaining the historical 

balance between government services and voluntary 

initiatives, the antithesis of a totalitarian society. 

The charitable contribution deduction enables our 

citizens to participate in making decisions, rather 

than concentrating further power in the hands of the 

government.

The increased tax incentives for charitable gifts over 

the years has resulted in expansion and development of 

charitable organizations which now more than ever 

depend upon private philanthropic support.

A vast corps of volunteers give not only their money but 

also their time to charitable organizations. If our private 

institutions become government institutions, much of this 

volunteer time is likely to be lost.

9
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ii.

The Congress has stated on many occasions that the 

government is compensated for any loss of revenue by 

its relief from financial burdens which otherwise would 

have to be made by appropriations from public funds and 

by the benefits resulting from promotion of the general 

welfare.

As the Treasury itself has said: "Private philanthropy 

plays a special and vital role in our society. Beyond 

providing for areas into which government cannot or 

should not advance (such as religion), private philanthropic 

organizations can be uniquely qualified to initiate 

thought and action, experiment with new and untried 

ventures, dissent from prevailing attitudes and act 

quickly and flexibly.

"***In doing so they enrich the pluralism of our social 

order***" (Treasury Report on Private Foundations, 

Committee on Ways and Means, U. S. House of Representatives, 

Washington: U. S. Government Printing Office, February 

2, 1965, P. 5.) .

THE FOLLOWING PROPOSALS WOULD SUBSTANTIALLY REDUCE CHARI­

TABLE GIFTS AND BEQUESTS AND ARE STRONGLY OPPOSED AS NOT 

BEING IN THE BEST INTERESTS OF THE NATION.

10
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A‘ ^lllng on. deduction for bequests. Current law allows an un 

limited estate tax charitable deduction. One proposal would 

put a ceiling of 50% on the estate tax charitable deduction.

This proposal would drastically decrease bequests now going 

to charitable organizations. Such a limitation would be an 

indirect tax on charitable organizations of the federal 

estate tax imposed on the gift because the charity would 

not receive the entire bequest, but the bequest reduced 

by estate taxes. For practical purposes, this is the same 

as the charity receiving the entire bequest and then having 

the federal government levy a tax on the property owned by 

the charity.

Virtually every charitable organization can point to a number 

of significant bequests of an entire estate or a substantial 

part of an estate.

Bequests to (1) the Mayo Foundation (which operates the Mayo Clinic, 

Mayo Graduate School of Medicine and Mayo Medical School, and (2) 

Doane College, Crete, Nebraska, serve as examples.

The Mayo Foundation in a recent two year period received:

1. An entire estate (less some very minor specific bequests) which

11
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totalled $1,025,365. This estate was left to the Mayo Foundation 

for research in cancer and heart disease. The Mayo Foundation has 

major emphasis in both areas and is receiving National Institute 

of Health grants to support work in these areas.

2. The Mayo Foundation received another entire estate (less $8,000 

in specific bequests) which totalled $453,247. This was left as 

an unrestricted gift and was greatly needed to buttress endowment.

3. The Mayo Foundation has been named as one of three charities to 

share equally in an estate totalling approximately $4,000,000. 

This bequest is also unrestricted.

Although these are huge sums of money, these gifts should be viewed in 

the context of the Mayo Foundation's research and education expenses 

which exceed $20,000,000 annually. Adverse tax laws would decrease 

the funds essential for the Mayo Foundation's work. Where would the 

Mayo Foundation look to replace its lost support?

Doane College is a small liberal arts college in Crete, Nebraska. It 

recently received an entire estate (except household goods and personal 

effects) of $346,421.84 for the Doane College Library Trust Fund. The 

building fund for a new library received $80,000, approximately $25,000 

was added to the library budget for new books and periodicals and the 

balance has been invested in the Library Trust Fund, the income from

- 12 -
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which goes towards improving the library's book holdings.

This is a tremendous boost to its academic program of Doane College. 

Where will Doane College look to replace this type of gift if the tax 

laws are changed so as to reduce the amount of the gift actually 

received by the College?

No economic enhancement inures to a decedent or his family as a 

result of a charitable transfer at death. Testamentary charitable 

transfers diminish the estate otherwise available for the family or 

other private persons.

Testamentary charitable transfers effect redistribtuion of wealth.

Every deductible dollar paid to charity is devoted to public purposes 

and in many instances substitutes for federal revenues otherwise 

needed. In other cases, these transfers fund activities for the 

public benefit which the government would not, or could not, under­

take. In all events, the wealth transferred to charity has been 

redistributed. It is permanently diverted from the decedent and 

his family to public use. Any change in the estate tax laws which 

reduces the funds available for charity will result in diminishing 

the private sector's ability to sustain eleemosynary institutions. 

Their existing economic problems will be exacerbated.

A percentage limitation on testamentary charitable transfers would 

reduce the amount available to charity by more than the taxes levied 

on the transfer. There would be an indirect effect of such a tax — 

a reduction in bequests.

13
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We support the American Law Institute's position in the paper sub­

mitted to the Committee by Professor A. James Casner of the Law 

School of Harvard University.

"The 100% charitable deduction in the field of transfer 

taxation should be retained, either under a dual tax 

system or a unified tax". See Committee print, Prepar­

ed Statements Submitted by Witnesses Invited to Appear 

before The Committee on Ways and Means to Participate 

in Panel Discussions on Tax Reform, Panel No. 10, Estate 
and Gift Tax Revision, February 27, 1973, page 265.

If a limit is placed on the federal estate tax charitable deduction, 

charitable bequests will be subtantially decreased because the be­

quests will be diminished by estate taxes. If a limit is placed 

on the gift tax charitable deduction — either under the current 

gift tax law or under a unified transfer tax — a donor could 

actually have to pay a gift tax on a lifetime charitable gift. This 

could result in a marked decrease in lifetime charitable gifts. It 

would be inconsistent to allow an income tax charitable contribution 

deduction as a tax incentive, and then impose a gift tax (or unified 

transfer tax) on the charitable gift.

B. Gifts of appreciated property to publicly supported 

organizations. When revisions of the estate and gift tax 

laws have been considered, proposals have often been made 

to tax the appreciation on death -- just as if the decedent 

sold the property just before death and then contributed the 

cash proceeds. We ask that gifts of appreciated property 

to publicly supported charitable organizations not be subject 

to such a rule.

14
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Gifts of appreciated property are a major source of support 

for most publicly supported charitable organizations. The 

tax treatment of appreciated property gifts was thoroughly 

considered by Congress in connection with the Tax Reform 

Act of 1969 and reflects an evident purpose to retain tax 

incentives for these gifts. We strongly urge that current 

law remain unchanged; otherwise a major source of charitable 

support would be drastically decreased.

III. CONCLUSION

Among all of the deductions the charitable deduction is 

unique. It is society that benefits the most by allowing 

charitable deductions, not individual donors. Donors 

would benefit more economically by not making charitable 

gifts.

Current news abounds with articles concerning the 

inadequacy of the financial resources of all types of 

charitable organizations. Never in our history have 

charitable organizations found themselves in comparable 

circumstances — in which they are unable to carry on 

assigned roles without using and depleting endowment 

and obtaining additional current contributions.

15
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It is no answer to suggest that direct government 

funding will substitute for funds lost through reduction 

of tax incentives or taxes on property passing to 

charity. Funds siphoned off in general revenues reach 

the public through the charitable stream in the most 

remote sense, if at all. Reducing current tax incentives 

would reverse the objective of less, rather than more, 

government intervention.

Mr. Chairman and members of the Committee, thank you 

again for this opportunity to present our views. We 

ask that any new tax law continue the long-established 

and essential tax incentives to charitable giving which 

undergird our nation's educational, religious, hospital, 

health, social welfare and other charitable organizations.

We are aware of the time pressures and heavy work load 

of the Committee and have made our remarks as brief as 

possible. If the Committee wishes amplification on any 

point, we would appreciate the opportunity to submit a 

supplemental statement. We are available, if the 

Committee wishes, to meet with members of the Committee's 

staff.
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AAPICU

American Association of Presidents of 
Independent Colleges & Universities

EXHIBIT "A"

College

Albion College

American Grad. School of 

Internat'l Mgt.

Andrews University

Augustana College

Averett College

Baptist College at Charleston

Beloit College

Benjamin Franklin Univ.

Berry College

Biola College

Brigham Young University

Butler University

California Inst, of the Arts

Calvin College

Campbell College

Central Methodist College

Chowan College

Cleary College

College of Insurance

College of Mt. St. Joseph

College of Notre Dame

Colorado Women's College 

Detroit Institute of Tech 

Divine Word College 

Dropsie University 

Duke University 

Earlham College

East Toxas Baptist College 

Flagler College

Fort Lauderdale University 

Franklin Pierce College 

Friends University

Gardner Webb College 

Grace Bible College 

Grove City College 

Hanover College 

Hebrew Union College 

Hillsdale College 

Howard University 

Immaculata College of Wash. 

Inter Amer. Univ, of Puerto

Internat'l Fine Arts College Miami, Fla.

Location

Albion, Mich. 

Glendale, Ariz.

Berrien Springs, Mich. 

Sioux Falls, s.D. 

Danville, Va.

Charleston, S.C. 

Beloit, Wis.

Washington, D.C. 

Mount Berry, Ga. 

La Mirada, Ca. 

Provo, Utah 

Indianapolis, Ind. 

Valencia, Calif. 

Grand Rapids, Mich. 

Buies Creek, N.C. 

Fayette, Mo. 

Murfreesboro, N.C. 

Ypsilanti, Mich. 

New York, N.Y.

Mount St. Joseph, Ohio 

Belmont, Calif.

Denver, Colo. 

Detroit, Mich. 

Epworth, Iowa 

Philadelphia, Pa. 

Durham, N.C. 

Richmond, Ind. 

Marshall, Tex.

St. Augustine, Fla. 

Fort Lauderdale, Fla 

Rindge, N.H.

Wichita, Kans.

Boiling Springs, N.C 

Wyoming, Mich.

Grove City, Pa. 

Hanover, Ind. 

Cincinnati, Ohio 

Hillsdale, Mich. 

Washington, D.C. 

Washington, D.C.

Rico San German, P.R.

President

Dr. Bernard T. Lomas 

Dr. william Voris

Richard Hammill 

Dr. Charles L. Balcer 

Dr. Conwell A. Anderson 

Dr. John A. Hamrick 

Dr. Miller Upton 

Mrs. C. A. Kennedy 

Dr. John R. Bertrand 

Dr. J. Richard Chase 

Dr. Dallin H. Oaks 

Dr. Alexander E. Jones 

Robert J. Fitzpatrick 

Dr. William Spoelhof 

Dr. Norman A. Wiggins 

Dr. Harold P. Hamilton 

Dr. Bruce E. Whitaker 

Lynn Brenneman 

Dr. A. Leslie Leonard 

Dr. Robert E. Wolverton 

Sister Catharine Julie

Cunningham

Dr. Dumont F. Kenny 

Dr. Dewey F. Barich 

Rev. Louis J. Luzbetak 

Dr. Abraham I. Katsh 

Terry Sanford 

Dr. Franklin W. Wallin 

Dr. Howard C. Bennett 

Dr. William L. Proctor 

Dr. Stanley J. Drake 

Dr. Frank S. DiPietro 

Dr. Harold C. Cope 

E. Eugene Poston 

Dr. John T. Dean 

Dr. Charles S. Mackenzie 

Dr. John E. Horner 

Dr. Alfred Gottschalk 

Dr. George C. Roche III 

Dr. James E. Cheek 

Sister Marian Brady 

Sol L. Descartes 

Sir Edward Porter
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1975 AAPICU Membership 

page 2

College Location

Judson College

Kansas Newman College

Kendall School of Design

La Roche College

Lee College

Lewis university

Manhattan College

Maria Regina College

Dr. Martin Luther College 

Mary Hardin-Baylor College 

Meredith College

Mid-America Nazarene College 

Monmouth College

Mount Mary College

Mount St. Mary's College 

National College of Business 

National College of Education 

Northrop Institute of Tech 

Oklahoma Christian College

Elgin, Ill. 

Wichita, Kans. 

Grand Rapids, Mich. 

Pittsburgh, Pa. 

Cleveland, Tenn. 

Lockport, Ill. 

Bronx, N.Y. 

Syracuse, N.Y. 

New Ulm, Minn. 

Belton, Tex. 

Raleigh, N.C. 

Olathe, Kans. 

Monmouth, Ill. 

Milwaukee, Wis. 

Emmitsburg, Md. 

Rapid City, S.D. 

Evanston, Ill. 

Inglewood, Calif. 

Oklahoma City, Ok.

Pacific Lutheran University 

Pepperdine University

Phi la. College of Textiles & 

Phillips University 

Principia College

Puget Sound College of Bible

Tacoma 

Malibu

Science 1 

Enid, ( 

Elsah,

i, Wash.

i, Calif.

Philadelphia, Pa.

Ok.

Seattle

Ill.

i, Wash.

Ricks College

Robert Morris College 

Roberts Wesleyan College 

Rockford College 

Roger Williams College 

Roosevelt University 

Salve Regina College 

Saiuford University 

St. Francis College 

St. Lawrence University 

Saint Mary's College 

St. Mary's University 

School of the Art Inst, of 

Sherwood Music School 

Simpson College 

Sioux Falls College

Rexburg, Idaho 

Coraopolis, Pa. 

North Chili, N.Y. 

Rockford, Ill. 

Providence, R. I. 

Chicago, Ill. . 

Newport, R.I. 

Birmingham, Ala. 

Loretto, Pa. 

Canton, N.Y. 

Notre Dame, Ind. 

San Antonio, Tex.

Chicago, Ill.

Southern College of Optometry 

Southwestern University 

Spring Garden College 

Steed College 

Sterling College 

Thiel College 

Thomas Jefferson University 

Tiffin University 

University of Albuquerque 

Viterbo College 

Wellesley College 

Wentworth Institute 

Wheaton College 

William Jewell College 

Woodbury College 

York College of Pa.

Chicago, Ill. 

San Francisco, Ca. 

Sioux Falls, S.D. 

Memphis, Tenn. 

Georgetown, Tex. 

Chestnut Hill, Pa. 

Johnson City, Tenn. 

Sterling, Kans. 

Greenville, Pa. 

Philadelphia, Pa. 

Tiffin, Ohio 

Albuquerque, N.M. 

LaCrosse, Wis. 

Wellesley, Mass. 

Boston, Mass. 

Wheaton, Ill. 

Liberty, Mo. 

Los Angeles, Ca. 

York, Pa.

President

Dr. Harm A. Weber 

Rev. Roman S. Galiardi 

Lawrence 0. Mailloux 

Sister De la Salic Mahler 

Dr. Charles W. Conn 

Dr. Lester Carr 

Brother Gregory Nugent 

Sister Mary Rosalie Brady 

Conrad I. Frey 

Dr. Bobby E. Parker 

Dr. John E. Weems 

Dr. R. Curtis Smith 

DeBow Freed 

Sister Mary Nora Barber 

Dr. John J'. Dillon Jr. 

John W. Hauer 

Dr. Calvin E. Gross 

Dr. B. J. Shell 

Dr. J. Terry Johnson 

Richard Jungkuntz, Act. Pres. 

Dr. William S. Banowsky 

Dr. Lawson A. Pendleton 

Dr. Thomas E. Broce 

Dr. David K. Andrews 

Dr. James Earl Ladd 

Dr. Henry B. Eyring 

Charles L. Sewall 

Dr. Paul Lear Adams 

Dr. John A. Howard 

Ralph E. Gauvey 

Dr. Rolf A. Weil 

Sister Lucille McKillop 

Dr. Leslie S. Wright 

Rev. Sean M. Sullivan 

Dr. Frank P. Piskor 

Dr. William A. Hickey, Act. Pre 

V. Rev. James A. Young 

Dr. Donald J. Irving 

Walter A. Erley 

Dr. Mark W. Lee 

Di. Owen P. Halleen 

Dr. Spurgeon B. Eure 

Durwood Fleming 

Robert H. Thompson 

Dr. Howard S. Steed 

Dr. Robert C. Baptista 

Frank H. Bretz 

Dr. Peter A. Herbut 

Richard C. Pfeiffer 

Joseph M. Zanetti 

Father J. Thomas Finucan 

Dr. Barbara W. Newell 

Dr. Edward T. Kirkpatrick 

Dr. Hudson T. Armerding 

Dr. Thomas S. Field 

Mrs. Dora E. Kirby 

Dr. Ray A. Miller
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College

Lakeland College 

University of Richmond 

Upper Iowa University

as of 6/17/75

Location

Sheboygan, Wis.

Univ, of Richmond, Va.

Fayette, Iowa

President

Dr. Ralph T. Mirse 

Dr E. Bruce Heilman 

Dr. Aldrich K. Paul
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EXHIBIT "C"

NATIONAL ASSOCIATION OF INDEPENDENT SCHOOLS

ALABAMA
A nniston

Anniston Academy
Birmingham

Birmingham University School
Helena

Indian Springs School
Huntsville

Randolph School
Mobile

The Julius T. Wright School
St. Paul’s Episcopal Day School
University Military School

Montgomery
Montgomery Academy

Tuscaloosa
Tuscaloosa Academy

ARIZONA
Mover

Orme School
Phoenix

Phoenix Country Day School
Rimrock

Southwestern Academy
Arizona Campus

Scottsdale
Judson School

Sedona
Verde Valley School

Tucson
Fenster School
Green Fields School
Treehaven School

CALIFORNIA
A valon

Catalina Island School
Carlshad

Army and Navy Academy
Carpinteria

Cate School
Claremont

Foothill Country Day School
Webb School of California

Corona del Mar
Harbor Day School

Corte Madera
Marin Country Day School

Danvilie
The Athenian School

Del Mar
San Diego Military Academy 

Hillsborough
Crystal Springs School

Idvllwild
Desert Sun School

La Canada
Flintridge Preparatory School

La Jolla
The Bishop’s Schools
La Jolla Country Day School 

Long Beach
Progress School

Los Angeles
John Thomas Dye School 
Marlborough School
The Mirman School
Westlake School

Los Olivos
Dunn School
Midland School

Menlo Park
Menlo School

Monterey
Santa Catalina School
The York School

North Hollywood
Harvard School
Oakwood School

Oakland
College Preparatory School 
The Head-Royce Schools

Anna Head School
The Royce School

Ojai
Ojai Valley School
Thacher School

Pacific Palisades
St. Matthew’s Parish School

Palm Springs
Palm Valley School

Palo Alto
Castilleja School
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(continued

Page 2

Palos Verdes Peninsula 
Chadwick School

Pasadena
The Chandler Schools
Mayfield High School
Polytechnic School
Westridge School

Pebble Beach
Robert Louis Stevenson School

Ross
The Katharine Branson and 

Mount Tamalpais Schools 
Sacramento

Sacramento Country Day School 
San Anselmo

San Domenico School for Girls
San Diego

Francis W. Parker School
San Francisco

Cathedral School for Boys 
The Hamlin School
Katherine Delmar Burke School 
Lick-Wilmerding High School 
Schools of the Sacred Heart

Broadway Elementary School 
Broadway High School
Stuart Hall School for Boys

Town School for Boys
San Marino

Southwestern Academy
Santa Barbara

Laguna Blanca School
Santa Monica

St. Augustine-by-the-Sea Episcopal 
School

COLORADO
Canon City

The Abbey School
Carbondale

Colorado Rocky Mountain School
Colorado Springs

Colorado Springs School
Fountain Valley School

Denver
Graland Country Day School
Randell-Moore School of Denver

Englewood
Colorado Academy
Kent-Denver Country Day School

Steamboat Springs 
Whiteman School

CONNECTICUT
Avon

Avon Old Farms School
Cheshire

Cheshire Academy
Cornwall

Marvelwood School
Danbury

Wooster School
East Haddam

Becket Academy
Fairfield

Fairfield Country Day School
Unquowa School

Farmington
Miss Porter's School

Greens Farms
Greens Farms Academy

Greenwich
Brunswick School
Convent of the Sacred Heart
Daycroft School
Greenwich Academy
Greenwich Country Day School
Whitby School

Hamden
Hamden Hall Country Day School

Hartford
Institute of Living School
Kingswood-Oxford School

Oxford Campus
Watkinson School

Kensington
Mooreland Hill School

Kent
Kent School

Lakeville
Hotchkiss School
Indian Mountain School

Litchfield
Forman School

Madison
The Country School

Middlebury
Westover School

Middlefield
Independent Day School

68-308 0 - 76 -6
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(continued)

Page 3

Milford
Milford Academy

New Canaan
New Canaan Country School

New Haven
Foote School
Hopkins Grammar Day Prospect

Hill School
New London

The Williams School
New Milford

Canterbury School
Pomfret

Pomfret School
Rectory School

Rowayton
The Thomas School

Salisbury
Salisbury School

Simsbury
Ethel Walker School
Westminster School

South Kent
South Kent School

Stamford
King School
Long Ridge School
Low-Heywood School

Stonington
Pine Point School

Suffield
Suffield Academy

Wallingford
Choate/Rosemary Hall

Washington
The Gunnery
Rumsey Hall School
Wykeham Rise School

Waterbury
Saint Margaret’s-McTernan

School
Watertown

Taft School
Westbrook

Oxford Academy
West Hartford

Kingswood-Oxford School
Kingswood Campus

Renbrook School

Windsor
Loomis-Chaffee School

DELAWARE
Hockessin

Sanford School
Middletown

Broadmeadow School
St. Andrew’s School

Wilmington
Tatnall School
Tower Hill School
Wilmington Friends School

DISTRICT OF COLUMBIA
The Academy of the Washington 

Ballet
Beauvoir
Georgetown Day School
Georgetown Visitation

Preparatory School
Ma ret School
National Cathedral School
St. Albans School
Sheridan School
Sidwell Friends School

FLORIDA
Boca Raton

Saint Andrew's School
of Boca Raton

Clearwater
Saint Paul’s School

Delray Beach
Gulf Stream School

Fort Lauderdale
The Mills School
Pine Crest School

Indian Rocks Beach
Cottingham School

Jacksonville
Bartram School
Bolles School
Jacksonville Episcopal High 

School
John Carroll Institute
Riverside Presbyterian Day School
Southside Country Day School

Miami
Carrollton School for Girls 
Ransom-Everglades School
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(continued)

Page 4

Orange Park
St. Johns Country Day School

Palm Beach
Palm Beach Academy
Palm Beach Day School

Tallahassee
Alfred B. Maclay, Jr., Day School

Tampa
Berkeley Preparatory School 
Independent Day School

Vero Beach
St. Edward’s School

GEORGIA
A thens

Athens Academy
A tlanta

The Arlington Schools
Holy Innocents’ High School*
Lovett School
Marist School
Pace Academy
Trinity School
The Westminster Schools

A ugusta
Augusta Preparatory School

College Park
Woodward Academy

Columbus
Brookstone School

Keysville
Boggs Academy

Mount Berry
Berry Academy

Rome
Darlington School

Savannah
Savannah Country Day School

GUAM
Agana

St. John’s Episcopal Preparatory 
School

HAWAII
Honolulu. Oahu

Hanahauoli School
Hawaii School for Girls 
lolani School
The Kamehameha Schools 
Punahou School

Kamuela. Hilo
Hawaii Preparatory Academy

Makawao. Maui
Seabury Hall

ILLINOIS
Chicago

Academy of the Sacred Heart
Anshe Emet Day School
Francis W. Parker School
Harris School
The Latin School of Chicago

Downers Grove
Avery Coonley School

E/g/n
Elgin Academy

Evanston
Roycemore School

Lake Forest
Lake Forest-Ferry Hall Academy
Lake Forest Country Day School
Woodlands Academy of the

Sacred Heart
Rockford

Keith Country Day School
Wilmette

Loyola Academy
Winnetka

North Shore Country Day School

INDIANA
Culver

The Culver Educational Foundation
Evansville

Evansville Day School
Howe

Howe Military School
Indianapolis

Park-Tudor School
La Porte

La Lumiere School
South Bend

The Stanley Clark School

IOWA
Bettendorf

St. Katharine's/St. Mark’s School
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(continued)

Page 5

KANSAS
' Wichita

Wichita Collegiate School

KENTUCKY
Frankfort

Capital Day School
Goshen

St. Francis School
Lexington

Lexington School
Sayre School

Louisville
Kentucky Country Day School
Louisville Collegiate School

Versailles
Margaret Hall School

LOUISIANA
Baton Rouge

Episcopal High School*
Metairie

Metairie Park Country Day School
St. Martin’s Protestant Episcopal 

School
New Orleans

Isidore Newman School
Louise S. McGehee School
Trinity Episcopal School

Shreveport
Southfield School

MAINE
Bath

Hyde School
Bethel

Gould Academy
Frvehurg

Fryeburg Academy
Hehron

Hebron Academy
Hinckley

Hinckley School
Kents Hill

Kents Hill School
Portland

Waynflete School
South Berwick

Berwick Academy

Vassalboro
Oak Grove-Coburn School

Yarmouth
North Yarmouth Academy

MARYLAND
Annapolis

The Key School
A mold

Wroxeter-on-Severn School
Baltimore

Boys’ Latin School
Bryn Mawr School
Calvert School
Friends School
Gilman School
Roland Park Country School
Samuel Ready School

Bethesda
Country Day School of the 

Sacred Heart
Holton-Arms School
Landon School

Brooklandville
Park School of Baltimore
Saint Paul’s School
Saint Paul’s School for Girls

Centreville
The Gunston School

Chestertown
Kent School

Col ora
West Nottingham Academy

Easton
The Country School, Inc.

Garrison
Garrison Forest School

Gibson Island
Gibson Island Country School

Glencoe
Oldsfields School

Glenelg
Glenelg Country School

McDonogh
McDonogh School

North East
The Tome School

Olney
St. John’s Parish School
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Owings Mills
Valley School

Potomac
School of the Holy Child

Rockville
Georgetown Preparatory School
Green Acres School

St. James
Saint James School

Severna Park
Severn School

Silver Spring
Town and Country Day 

School
Stevenson

St. Timothy’s School

MASSACHUSETTS
Andover

Phillips Academy
Pike School

Arlington Heights
Saint Anne’s School

A shburnham
Cushing Academy

Belmont
The Arlington School
Belmont Day School
Belmont Hill School

Beverly
Shore Country Day School

Boston
Commonwealth School 
Newman Preparatory School 
Thompson Academy
Winsor School

Boylston
Shepherd Knapp School

Braintree
Thayer Academy

Brookline
Dexter School
Park School

Byfield
Governor Dummer Academy

Cambridge
Buckingham Browne & Nichols 

School
Cambridge Friends School
Manter Hall School
Shady Hill School

Chestnut Hill
Beaver Country Day School
Brimmer & May School
Chestnut Hill School

Concord
Brooks School of Concord
Concord Academy
Fenn School
Middlesex School
Nashoba Country Day School

Dedham
Dedham Country Day School
Noble & Greenough School

Deerfield
Bement School
Deerfield Academy
Eaglebrook School

Dorchester
Boston College High School

Dover
Charles River School

Easthampton
Williston-Northampton School

East Northfield
Northfield Mount Hermon School

Fitchburg
Applewild School

Great Barrington
Simon’s Rock

Greenfield
Stoneleigh-Burnham School

Groton
Groton School
The Lawrence Academy at Groton

Hingham
Derby Academy

Lenox
Berkshire Country Day School
Cranwell School
Foxhollow School

Lexington
Lexington Christian Academy

Lincoln
The Carroll School

Manchester
Brookwood School

Marblehead
Tower School

Marion
Tabor Academy
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Marlborough
Hillside School

Miglon
Milton Academy

Natick
Walnut Hill School

Newton
Country Day School of the

Sacred Heart
St. Sebastian’s Country Day 

School
Northampton

Smith College Campus School
North Andover

Brooks School
North Dartmouth

Friends Academy
Pittsfield

Miss Hall’s School
Sheffield

Berkshire School
Southborough

Fay School
Saint Mark’s School

South Hamilton
Pingree School

South Yarmouth
Trinity School of Cape Cod

Springfield
MacDuffie School for Girls

Watertown
Palfrey Street School

Wellesley
Dana Hall School
Tenacre Country Day School

Weston
Cambridge School of Weston
The Meadowbrook School of 

Weston
Rivers Country Day School

West Newton
Fessenden School

West Roxbury
Roxbury Latin School

West Stockbridge
Stockbridge School

Wilbraham
Wilbraham & Monson Academy

Williamstown
Pine Cobble School

Winchendon
Winchendon School

Worcester
Bancroft School
Worcester Academy

MICHIGAN
Birmingham

Detroit Country Day School
Bloomfield Hills

Academy of the Sacred Heart 
Bloomfield Country Day School 
The Cranbrook Schools

Brookside School
Cranbrook School
Kingswood School

Roeper City & Country School 
Detroit

Friends School in Detroit
Glen Arbor

The Leelanau School
Grosse Pointe Woods 

University-Liggett School
Interlochen

Interlochen Arts Academy
O sford

Kingsbury School

MINNESOTA
Duluth

Duluth Cathedral High
School*

Fairbauh
The Bishop Whipple Schools 

Saint James School 
St. Mary’s Hall 
Shattuck School

Hopkins
Blake Schools

Lower School-Blake
Middle School

Minneapolis
Breck School
Blake Schools

Upper School
St. Paul

Saint Paul Academy & Summit 
School

St. Thomas Academy
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Wayzata
Blake Schools

Lower School-Highcroft

MISSISSIPPI
Vicksburg

All Saints’ Episcopal School

MISSOURI
Kansas City

Barstow School
Pembroke-Country Day School
Sunset Hill School

Mexico
Missouri Military Academy

St. Louis
Community School
John Burroughs School
Mary Institute
The Principia School
Rohan Woods School
Rossman School
Saint Louis Country Day School
Thomas Jefferson School
Villa Duchesne
Whitfield School

NEBRASKA
Omaha

Brownell-Talbot School

NEW HAMPSHIRE
A ndover

Proctor Academy
Canaan

Cardigan Mountain School
Concord

St. Paul’s School
Dublin

Dublin School
Exeter

Phillips Exeter Academy
Littleton

The White Mountain School-St.
Mary's

Manchester
Derryfield School

Meriden
Kimball Union Academy

New Hampton
New Hampton School

Plymouth
Holderness School

Tilton
Tilton School

Wilton
High Mowing School

Wolfeboro
Brewster Academy

NEW JERSEY
Atlantic City

Atlantic City Friends School
Bernardsville

Gill/St. Bernard’s School
Blairstown

Blair Academy
Bridgeton

St. John’s Day School
Burlington

St. Mary’s Hall/Doane Academy
Chester

Garland School
Elizabeth

Pingry School
Vail-Deane School

Englewood
The Dwight & Englewood Schools
Elisabeth Morrow School

Far Hills
Far Hills Country Day School

Hightstown
Peddie School

Lawrenceville
Lawrenceville School

Livingston
Newark Academy

Mendham
St. John Baptist School

Montclair
Montclair-Kimberley

Academy
Moores town

Moorestown Friends School
Morristown

Delbarton School
Morristown-Beard School
Peck School

Mountain Lakes
The Wilson School
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North Plainfield
Mount Saint Mary Academy

Pennington
Pennington School

Pine Beach
Admiral Farragut Academy

Plainfield
Hartridge School
Wardlaw Country Day School

Pottersville
The Purnell School

Princeton
Chapin School
Columbus Boychoir School 
The Hun School of Princeton 
Princeton Day School
Stuart Country Day School of 

the Sacred Heart
Rumson

Rumson Country Day School
Saddle River

Saddle River Country Day School
Short Hills

Far Brook School
Pingry School

Lower School
Somerset

Rutgers Preparatory School
Summit

Kent Place School
Oak Knoll School of the Holy 

Child
Tenafly

The Center for Open Education

NEW MEXICO
A Ihuquerque

Albuquerque Academy
Sandia School

Santa Fe
Santa Fe Preparatory School

NEW YORK
Albany

Albany Academy
Albany Academy for Girls
Saint Agnes School

A menia
Barlow School

Bedford
Rippowam-Cisqua School 

Upper School
Brewster

Green Chimneys School
Brooklyn

Adelphi Academy
Berkeley Institute
Brooklyn Friends School
Packer Collegiate Institute
Polytechnic Preparatory Country 

Day School
St. Ann’s Episcopal School

Buffalo
Buffalo Seminary
Elmwood-Franklin School
Nichols School & Nottingham

Academy
Congers

Rockland Country Day School
Cbrn wall-on-H udson

New York Military Academy 
Storm King School

DeWitt
Manlius Pebble Hill School

Dohbs Ferrv
The Masters School

Fast Islip
Hewlett School

Forest Hills
Kew-Forest School

Garden City
Cathedral School of St. Mary
St. Paul's School
Waldorf School of Adelphi 

University
Garrison-on- Hudson

Malcolm Gordon School
Glen Head

Green Vale School
Hewlett

Lawrence Country Day School
Hoosick

Hoosac School
Jackson Heights

Garden School
Katonah

Harvey School
Lake Placid

North Country School 
Northwood School
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Locust Valley
Friends Academy
Portledge School

Loudonville
Saint Gregory’s School

Lynbrook
Academy of Lynbrook

Millbrook
The Dutchess School
Millbrook School

Mt. Kisco
Rippowam-Cisqua School 

Lower School
New Lebanon

Darrow School
New Rochelle

Thornton-Donovan School
New York City

Allen-Stevenson School
The Baldwin School of New

York City
Barnard School for Girls 
Birch Wathen School 
Brearley School
Browning School
Buckley School
Calhoun School
Cathedral School
Chapin School
The Choir School of St. Thomas

Church
Collegiate School
Columbia Grammar and 

Preparatory School
Convent of the Sacred Heart
Dalton School
The Day School
Ethical Culture Schools
Fordham Preparatory School
Friends Seminary
Grace Church School
Hewitt School
The Horace Mann-Barnard 

School
Lenox School
Little Red Schoolhouse, Inc.

Little Red Schoolhouse
Elisabeth Irwin High School

McBurney School
Mary mount School 
Nightingale-Bamford School 
Professional Children’s School 
Rhodes School

The Riverdale Country School
Rudolf Steiner School
St. Bernard’s School
Saint David's School
St. Hilda’s & St. Hugh’s School
St. Luke’s School
Spence School
Town School
United Nations International

School
Walden School

Old Westbury
School of the Holy Child

Oyster Bay
East Woods School

Pawling
Trinity-Pawling School

Peekskill
St. Mary’s & St. John’s School

Poughkeepsie
Oakwood School
Poughkeepsie Day School

Rochester
The Allendale and The Columbia

Schools
Harley School

Roslyn
Buckley Country Day School

Rye
Rye Country Day School

St. James
Harbor Country Day School
Knox School

Scarborough-on-Hudson
Scarborough Day School

Snyder
Park School of Buffalo

South Wales
Gow School

Staatsburg
Anderson School

Staten Island
Staten Island Academy

Stony Brook
Stony Brook School

Tarrytown
Hackley School

Troy
Emma Willard School

Tuxedo Park
Tuxedo Park School
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Wallkill
Mohonk Cragsmoor School

White Plains
Windward School

Woodmere
Woodmere Academy

Yonkers
Halstead School

NORTH CAROLINA
Arden

Christ School
A sheville

Asheville Country Day School
Asheville School
St. Genevieve/Gibbons Hall 

School
Charlotte

Charlotte Country Day School
Durham

Durham Academy
Goldsboro

Wayne Country Day School
Oak Ridge

Oak Ridge Academy
Raleigh

Ravenscroft School
Wilmington

Cape Fear Academy
Winston-Salem

Salem Academy
Summit School

OHIO
Bath

Old Trail School
Canton

Canton Country Day School
Cincinnati

Cincinnati Country Day School
The Seven Hills Schools

Doherty School
Lotspeich School
Seven Hills School

Cleveland
Hathaway Brown School
Laurel School
University School

Cleveland Heights
Beaumont School for Girls

Columbus
Columbus School for Girls

Davton
Miami Valley School

Gahanna
Columbus Academy

Gales Mills
Gilmour Academy
Hawken School

Upper Campus
Hudson

Western Reserve Academy
Lvndhurst

Hawken School
Lower Campus

North Ridgeville
Lake Ridge Academy

Toledo
Maumee Valley Country Day 

School

OKLAHOMA
Oklahoma City

Casady School
New World School
Westminster Day School

Tulsa
Holland Hall School

OREGON
Portland

Catlin Gabel School
Oregon Episcopal Schools

St. Helen’s Hall/Bishop
Dagwell Hall

PENNSYLVANIA
Allentown

The Swain Country Day School
Bethlehem

Moravian Academy
Bryn Athyn

Academy of the New Church
Bryn Mawr

Baldwin School
Shipley School

Fort Washington
Germantown Academy

Harrisburg
Harrisburg Academy
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Ha ver ford
Friends School
Haverford School

Jenkintown
Abington Friends School

Kennett Square
Upland Country Day School

Kingston
Wyoming Seminary & Day School 

Lahaska
Buckingham Friends School

Lancaster
Lancaster Country Day School

Ligonier
Valley School of Ligonier 

Lititz
Linden Hall School for Girls

Malvern
Phelps School

Meadowbrook
Meadowbrook School

Mercersburg
Mercersburg Academy

Merion
Episcopal Academy
Merion Mercy Academy

New Bloomfield
Carson Long Institute

New Hope
Solebury School

Newton Square
Charles E. Ellis School

Newtown. Bucks Co.
George School
Newtown Friends School

Paoli
Church Farm School
The Vanguard Schools

Pennsburg
Perkiomen School

Philadelphia
Academy of the Assumption- 

Ravenhill
Chestnut Hill Academy 
Friends’ Central School 
Friends Select School 
Germantown Friends School 
Germantown-Stevens Academy* 
Girard College 
Lankenau School 
Penn Center Academy

St Joseph’s Preparatory School 
Springside School
William Penn Charter School

Pittsburgh
Ellis School
Fox Chapel Country Day School
St. Edmund’s Academy
Shady Side Academy 
Winchester-Thurston School

Pottstown
Hill School
Wyndcroft School

Rose
Ellis School
Fox Chapel Country Day School 
St. Edmund’s Academy 
Shady Side Academy 
Winchester-Thurston School

Pottstown
Hill School
Wyndcroft School

Rosemont
Agnes Irwin School
Booth School

Saltsburg
Kiskiminetas Springs School

Scranton
Scranton Preparatory School

Sewickley
Sewickley Academy

Wayne
Valley Forge Military Academy

Westtown
Westtown School

Wynnewood
Montgomery Country Day School

York
York Country Day School

PUERTO RICO
Fajardo

Fajardo Academy
Hato Rey

Caribbean Consolidated Schools
Santurce

Escuelas Las Nereidas
St. John’s School

RHODE ISLAND
Barrington

St. Andrew’s School
East Greenwich

Rocky Hill School
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East Providence
Gordon School

’ Providence Country Day School 
Newport

St. George’s School
Portsmouth

Portsmouth Abbey School
Providence

Lincoln School
Mary C. Wheeler School
Moses Brown School

SOUTH CAROLINA
Aiken

Aiken Preparatory School 
Charleston

Porter-Gaud School
Greenville

Christ Church Episcopal School
Spartanburg

Spartanburg Day School

TENNESSEE
Bell Buckle

Webb School
Chattanooga

Baylor School
Bright School
Girls’ Preparatory School 
McCallie School

Knoxville
Webb School of Knoxville

Memphis
The Hutchison School
Lausanne School
Memphis University School 
Presbyterian Day School 
Saint Agnes Academy 
St. Mary’s Episcopal School

Nashville
David Lipscomb Elementary & 

High Schools
Ensworth School
Harpeth Hall School
Montgomery Bell Academy

St. Andrews
St. Andrew's School

Sewanee
The Sewanee Academy

TEXAS
A ustin

St. Stephen’s Episcopal School
Brvan

The Allen School
Dallas

Greenhill School
Hockaday School
St. Mark’s School of Texas

Denton
Selwyn School

Fort Worth
Fort Worth Country Day School
Trinity Valley School

Galveston
Trinity Episcopal School

Harlingen
Marine Military Academy

Houston
Kinkaid School
St. John’s School

Midland
Trinity School of Midland

San Antonio
Saint Mary’s Hall
Texas Military Institute

San Marcos
San Marcos Baptist Academy

Texarkana
St. James Day School

UTAH
Mount Pleasant

Wasatch Academy
Salt Lake City

Rowland Hall-St. Mark’s School

VERMONT
Craftsbury Common

Sterling
Putney

Putney School
St Johnsbury

St. Johnsbury Academy
Saxtons River

Vermont Academy
South Woodstock

Woodstock Country School
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VIRGINIA
Alexandria

Ascension Academy
Episcopal High School
St. Agnes School
Saint Stephen’s School

Boyce
Powhatan School

Charlottesville
St. Anne’s-Belfield School

Chatham
Chatham Hall
Hargrave Military

Christchurch
Christchurch School

Dyke
Blue Ridge School

Fork Union
Fork Union Military Academy

Fort Defiance
Augusta Military Academy

Front Royal
Randolph-Macon Academy

Greenway
Madeira School

Leesburg
Loudoun Country Day School

Lynchburg
Seven Hills School
Virginia Episcopal School

McLean
Potomac School

Middleburg
Foxcroft School
Hill School

Newport News
Hampton Roads Academy

Norfolk
Norfolk Academy
Norfolk Collegiate School

Orange
Grymes Memorial School

Petersburg
Boilingbrook School

Richmond
The Collegiate Schools
St. Catherine's School
St. Christopher’s School

Roanoke
North Cross School

Staunton
Stuart Hall

Tappahannock
St. Margaret’s School 

Warrenton
Highland School

Waynesboro
Fairfax Hall

Woodberry Forest
Woodberry Forest School

VIRGIN ISLANDS
St. Croix

Good Hope School
St. Croix Country Day School
St. Dunstan’s Episcopal School

St. Thomas
All Saints Cathedral School
Antilles School

WASHINGTON
Seattle

The Bush School
Lakeside School

Spokane
St. George’s School

Tacoma
Annie Wright School
Charles Wright Academy

WEST VIRGINIA
Wheeling

Linsly Military Institute
Wheeling Country Day School

WISCONSIN
Beaver Dam

Wayland Academy
Delafield

St. John’s Military Academy
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ALFRED UNIVERSITY

Alfred, N.Y. 14802

CANISIUS COLLEGE

Buffalo, N.Y. 14208

EXHIBIT "D"

STATE OF NEW YORK INSTITUTIONS

COLLEGE OF WHITE PLAINS 

White Plains, N.Y. 10603

HAMILTON COLLEGE

Clinton, N.Y. 13323

CLARKSON COLLEGE OF TECHNOLOGY

Potsdam, N.Y. 13676
HARTWICK COLLEGE

Oneonta, N.Y. 13820

COLGATE ROCHESTER DIVINITY 

SCHOOL/Bexley Hall/Crozer

Rochester, N.Y. 14620

HOBART & WILLIAM SMITH COLLEGES 

Geneva, N.Y. 14456

COLGATE UNIVERSITY

Hamilton, N.Y. 13346

COLLEGE OF NEW ROCHELLE 

New Rochelle, N.Y. 10801

IONA COLLEGE

New Rochelle, N.Y. 10801

ITHACA COLLEGE

Ithaca, N.Y. 14850

CORNELL UNIVERSITY

Ithaca, N.Y. 14850
KEUKA COLLEGE

Keuka Park, N.Y. 14478

DOWLING COLLEGE

Oakdale, L.I., N.Y. 11769
KIRKLAND COLLEGE

Clinton, N.Y. 13323

D'YOUVILLE COLLEGE

Buffalo, N.Y. 14201
LEMOYNE COLLEGE 

Syracuse, N.Y. 13214

EISENHOWER COLLEGE

Seneca Falls, N.Y. 13148
MANHATTAN COLLEGE

Bronx, N.Y. 10471

MANHATTANVILLE COLLEGE

Purchase, N.Y. 10577

12601

ELMIRA COLLEGE

Elmira, N.Y. 14901

MARIST COLLEGE

Poughkeepsie, N.Y.
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MILLS COLLEGE OF EDUCATION 

66 Fifth Avenue

New York, N.Y. 10011

ST. BONAVENTURE UNIVERSITY

St. Bonaventure, N.Y. 14778

MOUNT ST. MARY COLLEGE

Newburgh, N.Y. 12550

NAZARETH COLLEGE OF ROCHESTER 

Rochester, N.Y. 14610

ST. JOHN FISHER COLLEGE

Rochester, N.Y. 14618

ST. LAWRENCE UNIVERSITY

Canton, N.Y. 13617

NIAGARA UNIVERSITY

Niagara University, N.Y. 14109

SARAH LAWRENCE COLLEGE

Bronxville, N.Y. 10708

PACE COLLEGE

New York, N.Y. 10038

SIENA COLLEGE 

Loudonville, N.Y. 12211

PAUL SMITH'S COLLEGE

Paul Smith, N.Y. 12970

SKIDMORE COLLEGE

Saratoga Springs, N.Y. 12866

SYRACUSE UNIVERSITY

Syracuse, N.Y. 13210

PRATT INSTITUTE

Brooklyn, N.Y. 11205

UNION COLLEGE 6 UNIVERSITY 

Schenectady, N.Y. 12308

RENSSELAER POLYTECHNIC INSTITUTE

Troy, N.Y. 12181

UNIVERSITY OF ROCHESTER

Rochester, N.Y. 14627

ROCHESTER INSTITUTE OF TECHNOLOGY

Rochester, N.Y. 14623

UTICA COLLEGE OF SYRACUSE UNIV.

Utica, N.Y. 13502

ROSARY HILL COLLEGE

Buffalo, N.Y. 14226

RUSSELL SAGE COLLEGE

Troy, N.Y. 12180

VASSAR COLLEGE

Poughkeepsie, N.Y. 12601

WAGNER COLLEGE

Staten Island, N.Y. 10301

ST. BERNARD'S SEMINARY

Rochester, N.Y. 14612

WELLS COLLEGE

Aurora, N.Y. 13026
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EXHIBIT "E"

THE CHRISTIAN AND MISSIONARY ALLIANCE

Graduate School: Alliance School of Theology and Missions 

Nyack, New York

Colleges:

Nyack College, Nyack New York

St. Paul Bible College, Bible College, Minnesota 

Simpson College, San Francisco, California 

Toccoa Falls Bible College, Toccoa Falls, Georgia 

(affiliated)

Retirement Centers:

Suppes Memorial Home, Glendale, California 

Shell Point Village, Fort Myers, Florida 

The Alliance Home, Carlisle, Pennsylvania 

The Alliance Home of DeLand, DeLand, Florida

Convalescent and Nursing Homes:

Alliance Convalescent Hospital, Glendale, California 

Alliance Nursing Center, DeLand, Florida 

The Alliance Village, McAllen, Texas

Nursing Pavilion, Shell Point Village, Fort Myers,

Florida

Missionary Homes:

Headquarters Missionary Home, New York, New York 

Nyack Missionary Cottages, Nyack, New York 

Seymour Home, Vermilion, Ohio

Glendale Alliance Center, Glendale, California
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EXHIBIT "F"

CHURCH OF THE NAZARENE — RELATED COLLEGES

COLLEGES:

1. Bethany Nazarene College 
Bethany, Oklahoma

2. Eastern Nazarene College 
Wollaston, Massachusetts

3. Mid-America Nazarene College 
Olathe, Kansas

4. Mount Vernon Nazarene College 
Mount Vernon, Ohio

5. Northwest Nazarene College
Nampa, Idaho

6. Olivet Nazarene College 
Kankakee, Illinois

7. Pasadena College 
Pasadena, California

8. Trevecca Nazarene College 
Nashville, .Tennessee

Bible College

Nazarene Bible College
Colorado Springs, Colorado

Seminary

Nazarene Theological Seminary
Kansas City, Missouri

68-308 0 - 76 -7



STATEMENT

of the

AMERICAN COUNCIL ON EDUCATION

COtNITTEE ON WAYS AND MEANS'

March 19, 1976

The following associations join in this statement:

AMERICAN ASSOCIATION OF COM-UNITY AND JUNIOR COLLEGES

AMERICAN ASSOCIATION OF STATE COLLEGES AND UNIVERSITIES

ASSOCIATION OF AMERICAN COLLEGES

ASSOCIATION OF AMERICAN UNIVERSITIES

ASSOCIATION OF JESUIT COLLEGES AND UNIVERSITIES

COUNCIL FOR AMERICAN PRIVATE EDUCATION

COUNCIL FOR THE ADVANCEMENT AND SUPPORT OF EDUCATION

NATIONAL ASSOCIATION OF STATE UNIVERSITIES AND LAI-ID-GRANT COLLEGES

NATIONAL CATHOLIC EDUCATIONAL ASSOCIATION

NATIONAL COUNCIL OF INDEPENDENT COLLEGES AND UNIVERSITIES

(86)
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Mr. Chairman and Members of the Committee:

I am Professor Julian Levi of the University of Chicago, Chairman 

of the American Council on Education's Committee on Taxation.

We are very grateful for this opportunity to appear before you on 

behalf of America's colleges and universities and its privately supported 

elementary and secondary schools. We arc authorized to speak for the 

associations, noted on the cover sheet of this testimony, whose member­

ships include virtually all of the accredited, public, and private, 

nonprofit colleges and universities, as well as nonprofit elementary 

and secondary schools which enroll approximately ninety percent of 

the nation's private school children. While we are speaking for colleges 

and universities, public and private, for private schools and for 

associations of such institutions, what we are really talking about are 

some thirteen million students served by those institutions.

Over the course of the past several years, schools, colleges and 

universities have faced a critical financial plight that has resulted in 

a substantial curtailment of programs and limitation of activities. 

State institutions face increasing competition for furJs. Private 

institutions, large and small, incur substantial operating deficits. 

One single factor -- the increase in energy costs -- shattered the 

expectations of many to balance their budgets. The anticipated increase 

in philanthropic support has not been realized. In fact, in the year 

1973-74, for the first time in many years, there was no overall increase 

in contributions and bequests to institutions of higher education. In
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the same period, the expenses of providing education have substantially 

increased. Moreover, schools, colleges and universities, public and 

private, fortunate enough to realize income from endowment sources, have 

seen that income sharply reduced in many instances. As an inevitable 

result, the crucial share of support which educational institutions 

receive from private gifts and bequests (and the income from those 

contributions which are funneled into endowment) has been reduced.

Other than the fact that overall contributions to educational 

institutions did not increase in the 1973-74 year, there are few material 

changes in the patterns of giving to schools, colleges and universities.

The American Council on Education has just completed a third in­

depth analysis of voluntary support of American colleges and univer­

sities showing the patterns of giving to those institutions in the 

1973-74 fiscal year. The study is attached. In summary, the report 

indicates that

a. Total documented voluntary support was found by the Council 

for Financial Aid to Education to be $1,746 billion, with an estimate 

of a probable $2,240 billion.

b. Twenty-two percent of voluntary support was received by 

public colleges and universities.

c. The 988 colleges and universities participating in the 1973-74 

Survey reported $1,746 billion voluntary support. Of these institu­

tions 961 reported $15,626 billion in expenditures for general educa­

tion and student aid, and 863 of these institutions reported endowments 

with a market value of $10,827 billion. In 1973-74 estimated endowment
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yield was 4.93 percent. Thus, voluntary support reported by the insti­

tutions participating in the 1973-74 Survey was 11 percent of educational 

expenditures reported. Such voluntary support, if derived from endow­

ment income, would have required an additional endowment of more than 

$35 billion in contrast to reported endowment of $19,827 billion.

d. Some 47.5 percent of all voluntary support in 1973-74 con­

sisted of gifts from individuals - alumni and nonalumni. Aggregate 

support from this category of donor was approximately $796 million, of 

which $564 million came in transactions of more than $5,000.

e. Higher education is dependent upon the large gift. Of all 

gift transactions by individuals (alumni and nonalumni) to higher 

education in 1973-74, 99.56 percent were for less than $5,000 and in 

the ■’ggregate produce 29.16 percent of all voluntary support. The 

remaining 0.44 percent of all transactions (those over $5,000) produce 

70.84 percent of all voluntary support by individuals.

f. Approximately 52 percent of gifts over $5,000 from individuals 

were received in the form of securities, real estate, or other property.

g. In 1973-74 voluntary support by bequest reached $267 million. 

Bequests of $5,000 or more amounted to approximately 98 percent of all 

bequest receipts, while bequests of securities, real estate, and other 

property represented 41 percent of all bequest receipts.

h. The total amount of annuities, life contracts, insurance 

policies, and other forms of deferred giving amounted to $56.9 million 

in 1973-74, a decrease of 29 percent from the amount reported in 

1972-73. Deferred giving transactions of more than $5,000 represented 

98.5 percent of all deferred giving receipts.
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Thus, higher education in 1973-74, as in prior years, was depen­

dent upon large gifts, approximately half of which come from indivi­

duals; and approximately 40 percent of these gifts from individuals, 

both over and under $5,000, were in the form of securities, real 

estate, or other property.

Private sources of support are essential to the continued 

existence of private institutions of elementary, secondary and higher 

education and crucial to the quality of education provided by many 

public institutions. For that reason, we urge this Committee, in con­

sidering modification of the tax laws at this critical time, to carefully 

weigh the potential effect of any modification on charitable and educa­

tional institutions, particularly those which like private schools, 

colleges and universities perform functions that would otherwise have to 

be financed for the most part by direct public budget outlays. In fact, 

we would hope that the Committee could find ways to encourage charitable 

contributions and bequests which are so essential to the continuation of 

the system of education. We feel certain that each member of this 

Committee is sensitive to the critical condition of schools, colleges 

and universities and supportive of the crucial role which they play in 

the life of this nation. On the other hand, we are genuinely fearful 

that, in making changes, which for other reasons may seem justified, 

Congress may, inadvertently, significantly damage the incentives to 

giving which are so important to the continued private support of all 

charities.

As a result of reforms enacted in 1969, a donor cannot incur 

financial benefit for himself or his family by means of a gift or
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bequest. The personal satisfaction that may accrue to a donor as a 

result of his directing a contribution to a recognized charity is 

small in comparison to the benefits which the charity and, 

directly and indirectly, the public receive. With this in mind, we 

trust the Committee will give serious consideration to the potential 

detriment to private support that could result from particular changes, 

especially where the increases in tax revenues to the Federal government 

are minimal in comparison with the losses to educational institutions.

In this connection, we would like to call the Committee’s attention 

to the Commission on Private Philanthropy and Public Meeds' study of all 

aspects of philanthropy and philanthropic organizations in the United 

States. One of the Commission's most important acts was to sponsor the 

first comprehensive examination, based on econometric analyses, of the 

role which the Federal tax laws play in encouraging contributions and 

bequests. Studies conducted by Professor Martin Feldstein at Harvard 

and others confirm for the first time the significant role that the 

charitable contribution deduction plays in encouraging donations and, in 

the process, refute prior suggestions to the contrary. Studies con­

ducted by Professor Michael J. Boskin of Stanford and the National 

Bureau of Economic Research, Professor Feldstein and others for the 

first time establish the even greater incentives to giving provided by 

the Federal estate tax deduction.

References are made to studies which will be included in a con- 

pendium to be published in the near future. Martin Feldstein and 

Charles Clotfelter, "Tax Incentives and Charitable Contributions in 

the United States: A Microeconometric Analysis"; Michael J. Boskin,
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"listate Taxation and Charitable Bequests"; Martin Feldstein, "Charitable 

Bequests, Estate Taxation and Intergcnerational Wealth Transfers."

These studies show that the income and estate tax deductions for 

charitable gifts are indeed "efficient” in that for every dollar of 

tax revenue foregone by the Treasury, substantially more than a dollar 

is gained by the beneficiary charitable institutions. In the case of 

gifts of property and bequests, the benefits to charity resulting from 

the deduction are even more important.

Foundations are funding sources of great significance to colleges 

and universities, providing 23 percent to 26 percent of their gift income 

in recent years. For 1973-74 foundation contributions to higher education 

amounted to some $535 million. But it is not only the volume of dollars 

that is important. Functioning as independent funding sources, foun­

dations materially add to the flexibility and capacity of colleges and 

universities in meeting such needs as broadened educational opportunities 

among women and minority groups, the development of new curricula and 

lines of inquiry, and qualitative improvement within both public and 

private higher education.

We would now like to make specific comments on those subjects that 

have a major impact on educational institutions.

Taxation of Gifts of Appreciated Property

The proposal which could have the most far-reaching effect on the 

private support of education is that of changing the present rules with 

respect to gifts of appreciated property. The rules were modified in 

1969 with respect to gifts of appreciated property to private foundations. 

Donors to private foundations of long-term appreciated property must 

reduce the fair market value by one-half of the unrealized appreciation.
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There are those who believe that it has virtually eliminated the 

support of private foundations through current gifts. We believe 

that the extension to public charities of a provision which would tax 

gifts of long-term appreciated property could result in eliminating 

the property gift which accounts for almost half of all individual 

donations and for more than one-quarter of the overall private support 

of higher education. The proposal that unrealized appreciation (and 

it is unrealized since the property, including the appreciation, passes 

to charity) be taxed at the time of gift to a public charity might 

well eliminate this form of giving, since it imposes a penalty on the 

donor who makes a contribution. This is a penalty that the donor can 

avoid by reducing the amount of his charitable contribution so that the 

real burden of the increased tax will be borne by the charitable insti­

tutions that are the donees.

We believe that the imposition of a tax at the time of gift would 

cause the donor to reduce or eliminate gifts of appreciated property. 

The Feldstein-Clotfelter studies indicate that for every dollar of 

revenue gained by taxation of the unrealized appreciation in property 

given to public charities, there will be a reduction in contributions 

to such public charities of nearly $1.60 and suggest that the burden 

of that reduction will be borne disproportionately by colleges and 

similar charities which perform a clearly public function which would 

otherwise have to be supported by Federal or state funds. The Filer 

Commission, after a careful examination into and spirited debate with 

respect to this issue, recommended that the "appreciated property 

allowance within the charitable deduction be basically retained but
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amended to eliminate any possibility of personal financial Rain through 

tax-deductible charitable giving." (Giving in America - Toward a 

Stronger Voluntary Sector, Report of the Commission on Private 

Philanthropy and Public Meeds, page 147. see discussion pages 143-147).

In this regard, it is important to note that the charitable con­

tribution, unlike any other deduction, is a voluntary act. The donor's 

choice is to give or not to give, and many factors play a role in the 

decision. The present tax laws are relatively benign towards the 

donor who wishes to give appreciated property for charitable purposes, 

and it encourages such gifts or bequests by allowing tax deductions. 

A change that would place on the donor a burden, which in some cases 

he might be in no position to assume, would, in our oninion, cause him 

to choose not to give. In such a case, we do not see how there could 

be resulting benefit or revenue to the Government. In short, we 

believe that the effect of the proposed changes with respect to 

gifts and bequests of property will not benefit the Treasury, but it 

will cause a substantial diminution of the support of public charities 

and in particular schools, colleges and in universities at a time or dire 

financial stress.

Taxation of Appreciated Property at Death

There are a number of proposals with respect to the treatment or 

unrealized appreciation at death. The suggestion that basis be carried 

through at death would not affect public charities. Other proposals, 

however, could substantially inhibit gifts of property. The imposition 

of a tax on unrealized appreciation at death without an exception for 

property passing to charitable purposes would clearly impose a burden
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which the taxpayer would have to take into account in planning Tor 

charitable bequests. The extent of that burden may be suggested by 

the fact that over 40 percent of the value oF estates beaueathed to 

colleges and universities is in the form of pronerty. Since Few 

people can anticipate the time of death, the problems associated 

with making judgments with respect to charitable gifts and beuuesls, 

if such a proposal were adopted, could be overwhelming. h/e believe 

that the effect would be distressing even ir a simplified version or 

this tax were adopted, such as an additional estate tax. (See Feldstein, 

"Charitable Requests, Estate Taxation and Intcrgencrational Wealth 

Transfers" for an indication of the magnitude of the penalty which 

may be imposed.) We strongly urge that, iF a tax on unrealized appre­

ciation at death is imposed, there be an exception fas supported by 

President Kennedy in his initial tax message to Congress) for pronerty 

passing to charity.

J, imitation on Charitable Deductions ror I'state Tax nurposes

We find it difficult to understand the rationale of the proposal 

that there be a limitation on the estate tax deduction. In the case or 

a bequest, no individual benefits by reason of that deduction. All o‘ 

the assets flow to a public or quasi-public entity. As indicated above, 

the Congress in 1969 ensured that those entities would cither be public 

in nature, like schools, colleges and universities, or would operate 

strictly for the public benefit. Thus, it is incorrect to speak of the 

estate bearing its share of the tax burden. The burden wi11 he borne by 

the charitable beneficiary or legatee. As indicated above, the Council 

for Financial Aid to Education survey indicates that private support oF
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public and private charities ior the sample of re]X)rting institutions 

reached the total of over Si.7 billion the 197.3-74 fiscal year. Over 15 

percent, or $267 million, was in the form or bequests. If nearly 40 

percent of the dollar value of these bequests were part o< or constituted 

the residue, as the 1973-74 survey indicates, then the effect o< a 

limitation on this form of support could be serious indeed.

Special examinations suggest that many of the residue bequests 

consist of virtually the whole estate. Clearly, the large bequest 

provides virtually all of this form of support. If even 50 percent 

of the bequests represent substantially more than half the testator's 

estate, then the taxes which would have to be borne by the recipient 

educational institutions would certainly be many millions of dollars, 

b.qually important, we feel that testators, when Faced by the imposition 

of a tax on half of their estate passing to charity would react to 

this disincentive by limiting their charitable bequests to 50 percent. 

In such case, the loss to the colleges and universities alone could 

well exceed $100 million annually in vital support. The Roskin studies 

prepared for the Filer Commission indicate that the imnosition oF a 50 

percent ceiling on charitable bequests would result in a maximum 

increase in revenue of $43 million in return for a loss in bequests to 

charitable institutions, particularly educational, scientific, health 

and social welfare organizations of between $189 and $338 million or 

that for a maximum gain in revenue oF one dollar, charities can be 

expected to lose $4.40. This indicates that the charitable bequest 

is a significant incentive indeed. The same studies further indicate 

that, if the deduction were replaced with a 30 percent credit, for
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every dollar gained in revenue, there would be a loss of $1.60 in 

bequests to charities, virtually all of which will be borne by the 

educational, scientific, health and social welfare organizations. 

(Boskin, supra, Table 13.)

As in the case of the charitable gift, the fact that Congress has 

established a procedure for recognizing and supervising worthy charities 

and permits unlimited deductions for charitable bequests to them is 

itself an incentive regardless of the actual effect on the taxpayer's 

estate. In this regard, we note that after due deliberation the 

American Law Institute concluded that

"The 100 percent charitable deduction in the field of transfer 
taxation should be retained, under either a dual tax system or 
a unified tax." (Federal Estate and Gift Taxation Recommendations 
adopted by the American Law Institute at Washington, D. C., 
May 23-24, 1968, page 23).

We would also note that the Filer Commission, after due deliberation, 

recommended that "the charitable deduction be retained in its present 

form." (Giving in America, supra, page 151, see discussion pages 

147-151.

Integration of Estate and Gift Taxes

The joinder of the proposal to limit the charitable deduction with 

the suggestion that the gift and estate tax be unified could be most 

unfortunate. We do not understand exactly how the limitation might be 

reflected insofar as the gift taxes are concerned. However, if any 

limitation is imposed on the gift tax deduction, then support of educa­

tion at all levels, and we suspect of many other public charities, could 

well be destroyed. As indicated, 70 percent of the money raised comes 

in gifts of $5,000 or more. If one-half these gifts are subject to a
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gift tax, then we suspect we simply would not receive them except in the 

most unusual circumstances. To impose a gift tax on a transfer to 

charity would be to discourage giving to charity, which seems directly 

contrary to the long-standing policy of Congress to encourage contribu­

tions through the income and estate tax deduction. Even if the change 

merely proposed that charitable contributions during lifetime be con­

sidered in determining the amount of charitable contributions deducted 

within the limitation discussed above, the effect would be most detri­

mental. Donors would be hard put at any time to know exactly what their 

charitable bequest deduction might be, and they would be even more 

likely to apply formula limitations on the charitable bequest.

Moreover, particularly in the case of a gift tax proposal, wc 

cannot believe that any substantial revenue would be involved, simply 

because donors would be unlikely to continue their pattern of giving in 

the fact of substantial gift taxes. Since no individual benefits are 

involved, we seriously question whether the revenue resulting from all 

of these proposals would be substantial. Because, singly or together, 

they might destroy an important source of support for public charities, 

particularly colleges, universities, and schools, we would urge that 

any changes proposed provide suitable exceptions and reservations to 

preserve the present tax incentives to charitable bequests and not 

impose a burden, such as a gift tax, on donations.

Mr. Chairman, I respectfully suggest that any combination of the 

proposals we have discussed today, for the reasons inherent in the 

patterns of giving to educational institutions, may virtually destroy 

important sources of private support for public and private educational
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institutions, all performing functions for which the state or federal 

government would otherwise have to assume fin.incial responsibil ity. 

We believe that there is little evidence that the changes would be 

accompanied by any significant increase of revenue to the federal 

government. We further believe that the changes proposed would not 

produce a more equitable tax system, for there are no cases where an 

individual, alive or dead, benefits financially by reason of his gift 

or bequest. Thus, it is difficult for us to believe, that the public 

purposes would be served by curtailing the present tax incentives to 

charitable contributions and bequests. Certainly there is no warrant 

for imposing burdens and disincentives. If there is no indication 

of increased revenue and no proof of financial advantage, the only 

real effect would be to reduce substantially private support of public 

and private educational institutions with no corresponding benefit.
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Raymond C. Johnson, President 

Council for Financial Aid to Education 

680 Fifth Avenue New York, N.Y. 10019

Mr. Chairman and Members of the Cnmndrtee?

I am Raymond C. Johnson, President of the Council for Financial Aid to 

Education and was, prior to my retirement. Vice Chairman of the New York 

Life Insurance Company.

I very greatly appreciate this opportunity to appear before you to discuss 

briefly some of the proposals for change in the Federal estate and gift 

tax laws. I am, in particular, deeply concerned over various proposals 

that have been made to impose a tax on unrealized appreciation of assets 

at death without an exception for property passing to charity, and with 

proposals to limit the estate tax deduction for charitable bequests. 

Proposals such as these would generate little revenue, yet they would, 

if enacted into law, seriously erode the private support that the 

institutions of higher education have come to rely on for their 

Independence, their excellence, and their vitality.

The voluntary support of higher education is a critical factor in the 

financial structure of both public and private institutions, and American 

higher education owes much of its high standards and quality to the 

tradition of private support in the form of gifts and bequests. In the 

light of inflation, rising enrollments, and limited government funding, 

higher education has an urgent need for more voluntary support, not less.

I was pleased with the action of this Committee in connection with the 

Phase I tax bill. On July 30, 1975 when John T. Connor appeared before 

this Committee, he expressed concern that various proposals relating

(100)
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to the minimum tax and the allocation of deductions would reduce, 

if not eliminate, the tax incentives for educational and charitable 

giving. The final bill, H.R. 10612, was passed by the House without 

altering the essential tax incentives of the present law. We appreciate 

your efforts on that measure, and applaud your considered conclusion not 

to alter those incentives.

In regard to the estate tax, I have a similar concern that any 

legislation imposing a limitation on the charitable deduction would 

cause direct and irreparable harm to educational institutions and other 

charitable recipients. The present unlimited deduction is not a tax 

shelter, it is not a tax avoidance "gimmick," nor is it a loophole 

through which the wealthy escape taxation; rather it is an incentive 

to all taxpayers to increase the share of their estates that they 

bequeath to the colleges of their choice and to other purposes that are 

in the national interest.

It is clear that taxpayers do respond to such incentives and that they 

are sensitive to the estate tax charitable deduction when they draw 

up their wills and arrange for the post-mortem distribution of their 

estates. Two of the technical studies that were undertaken for the 

Filer Commission demonstrate this fact. In one paper, Professor Michael 

J. Boskin of Stanford University found that charitable bequests are 

generally quite sensitive to the "price" reduction caused by their 

deductibility. In layman's language, this means that the present tax 

treatment of charitable bequests is efficient in the sense that charitable 

beneficiaries receive more than the Treasury loses. And it follows from

68-308 0 - 76 -8
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this that any limitation on the deduction for charitable bequests will 

involve a loss to charity that is greater than the gain in the Treasury's 

tax revenue.

A corollary fact was demonstrated in a second paper by Professor Martin 

S. Feldstein of Harvard University. Professor Feldstein found that the 

current estate tax law provides an incentive to give assets to charitable 

organizations rather than to individual heirs. On the basis of this 

evidence, one must conclude that any limitation on the estate tax 

charitable deduction would cause some diversion of bequests from 

educational institutions and charitable recipients to individual heirs 

and other non-charitable recipients as well as to the Treasury.

This would be especially true of bequests to educational institutions. 

An authoritative source of information in this area is the Survey of 

Voluntary Support of Education which has been conducted by the Council 

for Financial Aid to Education since 1954-55. This annual survey is now 

co-sponsored by the Council for Advancement and Support of Education and 

the National Association of Independent Schools. The most recent survey, 

covering the academic year 1974-75, has just been completed, and the 

advance findings are submitted to this Committee at this time. Although 

the survey is based on information from only about a thousand colleges 

and universities, the institutions represented account for approximately 

802 of the voluntary support received by all 2,800 colleges and

universities in this country.
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I call to the attention of this Committee the estimates of voluntary 

support by source that are shown in Table 8. The two categories of 

individual donors, alumni and non-alumni, reduced their educational support 

by more than $70 million in 1973-74 and by an additional $60 million in 

1974-75. Each of these decreases amounted to almost 6%, and the two- 

year decline was nearly 12%. Some $52 million, or 39% of the total 

decrease of $134 million, is attributable to a reduction in the value 

of bequests. Table 5, which shows bequests for the participating colleges 

and universities, reveals that the decline in bequests amounted to 20% 

in 1974-75 alone. The slump in the stock market in this period is 

believed to have had much to do with the decrease in the value of 

educational bequests. Whatever the cause, it demonstrates clearly 

the sensitivity of this form of educational support to external 

influences. Historically, bequests have accounted for between 25% 

and 35% of all financial support from individuals, and since individual 

gifts and bequests account for about half of total support, this form 

of giving is a significant component of overall voluntary support of 

higher education.

These data also reveal how dependent our colleges and universities are 

to the continuing generosity of the American people in leaving 

substantial portions of their estates to higher education, and how 

vulnerable this flow of funds is to changes in donor's incentives and 

other influences.
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Any limitation on the estate tax charitable deduction would, in effect, 

amount to a tax on the recipient, even though it is the estate rather 

than the recipient who actually makes the tax payment. A tax on charity, 

even in this indirect sense, is contrary to long-standing public policy. 

The same conclusion applies to the question of taxing capital gains at 

death without an exception for property passing to charity by bequest. 

Such a tax would obviously reduce the size of the estate, and there 

would be an equivalent reduction in all residuary bequests to charity 

as well as in all bequests of complete estates.

I respectfully urge this Committee, in considering various proposals 

for amending the estate and gift tax laws, to leave the charitable 

contributions deduction intact in its present form, so that existing 

incentives for voluntary philanthropy are preserved.
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Voluntary Support of Education, 1974-75*

Tables to accompany statement by

Raymond C. Johnson, President 

Council for Financial Aid to Education 

680 Fifth Avenue New York, N.Y. 10019 

to the

Committee on Ways and Means 

U.S. House of Representatives

March 19, 1976

on the subject of Federal estate and gift taxation.

*Advance tabulation of data from the Survey of Voluntary Support of Education, 

1974-75, co-sponsored by the Council for Financial Aid to Education, the 

Council for Advancement and Support of Education, and the National Association 

of Independent Schools.
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Table 1

Survey of Voluntary Support, 1974-75

Total Support, All Institutions Reporting 

(000 omitted)

*

1973-74* 1974-75

% ChangeNo. Amount No. Amount

Major Private Universities 69 $ 703,106 69 $ 648,477 - 7.8

Private Men's Colleges 12 23,906 13 17,860 -25. 3

Private Women's Colleges 77 67,761 80 64,460 - 4.9

Private Coeducational Colleges 465 458,916 453 426,579 - 7.1

Prof, and Spec. Schools 52 88,202 54 69,327 -21.4

Total Private 4-year 675 $1,341,891 669 $1,226,703 - 8.6

Public Institutions (4-year) 206 386,161 207 430,831 +11.6

Total 4-year 881 $1,728,052 876 $1,657,534 - 4.1

Junior Colleges 107 18,799 119 17,009 - 9,5

Grand Total 988 $1,746,851 986 $1,674,543 - 4.1

Average per

institution $1,768 $1,698 - 4.0

* Figures shown differ slightly from those published in the 1973-74 Survey 

Report; 5 Institutions have been reclassified and the amount of support 

reported by them in 1973-74 has been allocated to the class in which they 

reported in 1974-75.
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Table 2

Survey of Voluntary Support, 1974-75

Total Support

827 Institutions in Two Surveys 

(000 omitted)

No. 1973-74 1974-75 X Change

Major Private Universities 68 $ 700,037 $ 645,069 - 7.9

Private Men's Colleges 11 22,106 17,390 -21.3

Private Women's Colleges 71 62,836 62,200 - 1.0

Private Coeducational Colleges 396 406,506 399,620 - 1.7

Prof, and Spec. Schools 45 79,130 65,144 -17.7

Total Private 4-year 591 $1,270,615 $1,189,423 - 6.4

Public Institutions (4-year) 160 334,856 366,357 + 9.4

Total 4-year 751 $1,605,471 $1,555,780 - 3.1

Junior Colleges 76 14,986 13,708 - 8.5

Grand Total 827 $1,620,457 $1,569,488 - 3.1

Total support this group 

as % of all institutions reporting 92.8 93.7
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Table 3

Survey of Voluntary Support, 1974-75

Total Support, by Source, 

All Institutions Reporting 

(000 omitted)

1973-74 1974-75 % Change

Foundations $ 416,924 ( 23.9) $ 384,500 ( 23.0) - 7.8
Non-Alumni Individuals 433,489 ( 24.8) 399,814 ( 23.9) - 7.8
Alumni 396,866 ( 22.7) 377,376 ( 22.5) - 4.9
Business Corporations 276,192 ( 15.8) 275,905 ( 16.5) - 0.1
Religious Denominations 90,511 ( 5.2) 87,694 ( 5.2) - 3.1
Other 132,870 ( 7.6) 149,254 ( 8.9) 4-12.3

Total $1,746,851 (100.0) $1,674,543 (100.0) - 4.1

Memo:

All Individuals $ 830,355 ( 47.5) $ 777,190 ( 46.4) - 6.4

(100.0) (100.0)

Bequests 267,123 ( 32.2) 213,842 ( 27.5) -20.0

Deferred Gifts 56,904 ( 6.9) 61,220 ( 7.9) 4- 7.6

Other Gifts by

Living Donors 506,328 ( 60.9) 502,128 ( 64.6) - 0.8
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Table 4

Survey of Voluntary Support, 1974-75

Total Support, by Source, 

827 Institutions in Two Surveys 

(000 omitted)

1973-74 1974-75 % Change

Foundations $ 392,715 ( 24.2) $ 362,756 ( 23.1) - 7.6

Non-Alumni Individuals 402,086 ( 24.8) 375,996 ( 24.0) - 6.5

Alumni 380,872 ( 23.5) 362,189 ( 23.1) - 4.9

Business Corporations 250,932 ( 15.5) 256,881 ( 16.4) + 2.4

Religious Denominations 75,504 ( 4.7) 79,374 ( 5.1) + 5.1

Other 118,348 ( 7.3) 132,293 ( 8.3) +11.8

Total $1,620,457 (100.0) $1,569,488 (100.0) - 3.1

Total support this group 

as % of all institutions 

reporting 92.8 93.7

Memo:

All Individuals $ 782,958 $ 733,185 - 5.7
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Survey of Voluntary Support, 1974-75

Support Received from Individuals In the form of Bequests, 

All Institutions Reporting 

(000 omitted)

1973-74 1974-75 % Change

Major Private Universities $141,677 $111,779 -21.1

Private Men's Colleges

Private Women's Colleges

2,826 2,968 + 5.0

13,958 10,385 -25.6

Private Coeducational Colleges 61,219 49,885 -18.5

Prof, and Spec. Schools 13,064 4,620 -64.6

Total Private 4-Year $2.32,744 $179,637 -22.8

Public Institutions (4-Year) 33,026 32,123 - 2.7

Total 4-Year $265,770 $211,760 -20.3

Junior Colleges 1,353 2,082 +53.9

Grand Total $267,123 $213,842 -20.0

Bequests as a percentage 

of total voluntary support 

received by all institutions 15.3 12.8
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Table 6

Survey of Voluntary Support, 1974-75

Total Support, by Purpose 

All Institutions Reporting 

(000 omitted)

1973-74 1974-75 % Change

Unrestricted $ 579,995 ( 33.2) $ 540,218 ( 32.3) - 6.9

Physical Plant 302,336 ( 17.3) 258,669 ( 15.4) -14.4

Research 227,957 ( 13.0) 251,252 ( 15.0) +10.2

Student Aid 227 832 ( 13.0) 222,675 ( 13.3) - 2.3

Faculty Compensation 107,480 ( 6.2) 104,833 ( 6.3) - 2.5

Other 301,251 ( 17.2) 296,396 ( 17.7) - 1.5

Total $1,746,851 (100.0) $1,674,543 (100.0) - 4.1

Current $ 969,031 ( 55.5) $1,019,741 ( 60.9) + 5.2

Capital $ 777,820 ( 44.5) $ 654,802 ( 39.1) -15.8
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Table 7

Survey of Voluntary Support, 1974-75

Estimated Total Support

Relative to Enrollment and Purchasing Power

All Higher Education

% Change 

1969-70 to 

1974-751969-70 1970-71 1971-72 1972-73 1973-74 1974-75

Total Estimated

Support(millions) $1,780 $1,860 $2,020 $2,240 $2,240 $2,160 +21.3
Enrollment

(thousands) 8,005 8,581 8,949 9,215 9,602 10,224 +27.7

Support per student$ 222 $ 217 $ 226 $ 243 $ 233 $ 211 - 5.0

Price index 

(1967=,100) 113.1 118.8 123.3 129.2 140.4 154.5 +36.6

Support per student 

in 1967 dollars $ 196 $ 183 $ 183 $ 188 $ 166 $ 137 -30.1

Total expenditures 

(billions) $ 24.7 $ 27.1 $ 29.2 $ 31.4 $ 35.0 $ 40.2 +62.8

Total expenditures 

per student $3,090 $3,160 $3,260 $3,400 $3,645 $3,930 +27.2

Total expenditures 

per student in

1967 dollars $2,730 $2,660 $2,640 $2,630 $2,600 $2,540 - 7.0

Estimated support 

as percentage of 

expenditures 7.2 6.8 6.9 7.1 6.3 5.4
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Table 8

Survey of Voluntary Support, 1974-75

Estimated Total Support by Source 

(in millions)

Z Change, 1974-75 

1972-73 1973-74 1974-75 v. 1973-74 v.1972-73

Foundations $ 524 $ 535 $ 497 - 7.1 - 5.2
Non-Alumni Individuals 600 556 516 - 7.2 -14.0
Alumni 536 509 486 - 4.5 - 9.3
Business Corporations 320 354 357 + 0.8 +11.6
Religious Denominations 99 116 112 - 3.4 +13.1
Other 161 170 192 +12.9 +19.3

Total Voluntary Support $2,240 $2,240 $2,160 - 3.6 - 3.6

Memo:

All Individuals $1,136 $1,065 $1,002 - 5.9 -11.8
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Introduction

Mr. Chairman, members of the Committee, my name is Robert F. Goheen and I 

represent the Council on Foundations, Inc., an association of more than 780 

grant-making organizations. Among them are some 635 independent and company 

foundations, classified for the most part as private foundations, and also some 

125 community foundations, organizations that almost without exception qualify 

or expect to qualify for public charity status.

I appreciate the opportunity to appear before the Committee on estate tax 

matters. A wide variety of proposed revisions to our estate and 

gift tax laws have been proposed to the Committee. My testimony will 

be limited primarily to proposals under which the deduction allowed for chari­

table bequests — now unlimited in amount — would be restricted to 50 percent or 

some other specified percentage of the testator's estate and to proposals that 

might impose such a percentage limitation only in cases where the donee is or 

would be classified as a private foundation under current law.

The Council strongly urges that current unlimited estate tax deductions 

for charitable contributions be preserved and, more particularly, that special 

limitations on the deductibility of gifts to private foundations as against 

other 501(c)(3) organizations are neither justified nor in the public interest. 

My testimony will emphasize the following points:

(114)
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1. Foundations make important contributions to our society, contributions 

that should be fostered and encouraged.

2. The legislative framework within which private foundations must 

now operate ensures that money bequeathed to foundations is money 

committed to public, charitable purposes.

3. The post-1969 record of foundation compliance with these regulatory 

provisions is excellent; treating private foundations as "second 

class citizens" for estate tax purposes is unwarranted.

4. Deductions for bequests to private foundations are clearly the 

principal remaining tax law incentive for the creation of new founda­

tions and the augmentation of existing ones, a process already 

hampered by existing disincentives in the income tax law.

5. Current charitable contribution deductions are "efficient" (and perhaps 

especially so in the estate tax area) in the sense that the deductions in­

crease funds committed to charitable purposes more than they reduce taxes; 

correspondingly, we can expect that reducing or eliminating deductions 

will reduce gifts more than tax revenues will increase.

I. The significance of foundations

Thanks in some measure to continuing Congressional attention given to 

foundations and philanthropy, but also to the ongoing work of The Foundation 

Center, the American Association of Fund Raising Counsel, and the recent special 

efforts of The Commission on Private Philanthropy and Public Needs, the size and 

shape of the foundation community are now reasonably well documented. The basic 

data: there are an estimated 26,000 private grant-making foundations with 

current total resources in the range of $27 to $30 billion, contributing about 

$2,110,000,000 annually to the public charitable purposes enumerated in Code 

section 501(c)(3). By fields of interest, education and health are considerably 

the largest beneficiaries of foundation grants, the two fields together having 

drawn between 55 percent and 60 percent of foundation giving in recent years.

The significance of foundation resources, however, lies much less in their 

magnitude than in the capacities foundations can develop — usually in concert 

with recipient agencies — to direct limited assets toward beneficial results
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and to accomplish things that otherwise might not be accomplished or accom­

plished as well. For more extended discussion of what it is that foundations 

do, how they do it, and what they accomplish, I would refer the Committee to the 

study by myself and the staff of the Council on Foundations for The Commission 

on Private Philanthropy and Public Needs (The Filer Commission). Chapter IV of 

that study is devoted to foundation endeavors and accomplishments and contains 

citations to other sources. I will only briefly summarize those observations 

here.

Past achievements where foundation support played a significant role 

include such examples as -

- developing municipally supported public libraries throughout 

the country.

- bringing to maturity and quality a system of medical education for 

the United States and Canada.

- creating the "Green Revolution" through development of high-yielding 

disease-resistant grains.

developing important instruments for scientific research, including 

the ultracentrifuge, oscilloscope, mass spectrograph, electron micro­

scope, and the laser.

building the research base leading to our current knowledge of DNA, 

termed by some "the single most significant advance in biology of 

the twentieth century."

- supporting the American Law Institute, and funding its projects such 

as the writing of the Uniform Commercial Code, which for more than 

two decades has governed most commercial transactions in this nation.

Among notable recent grant programs are -

- the Robert Wood Johnson Foundation granted $75 million to com­

munity hospitals to develop group medical practices, making 

available around-the-clock medical care.

- the same foundation made a grant of $17.6 million to provide 

regional systems of pre-and post-natal care for mothers and 

children in situations of high risk pregnancies.
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- separately, the foundation made a grant of $2 million to the 

Johns Hopkins University Medical School to evaluate the effec­

tiveness of this regional program.

the Carnegie Corporation made a major grant to an organization 

concerned with the administration of small colleges, to assist 

over a thousand small colleges throughout the country in admin­

istrative planning and management.

- the Fleischmann Foundation located in Reno has for a number of 

years maintained scholarship programs to enable needy high school 

graduates in Nevada and California to attend college. Fleischmann 

also has separate fellowship programs to enable qualified candidates 

to attend medical and dental schools. The foundation s total dis­

tributions for these and other charitable activities are in the 

range of several million dollars each year.

- the Danforth Foundation of St. Louis has also maintained a broad 

variety of scholarship and fellowship programs. For a recent 

year, its total charitable grants and expenditures were well over 

$13 million.

— the Kellogg Foundation made a substantial grant last year to 

Georgetown University for a program to develop the use of medical 

and nursing students as effective medical teams.

— the Kresge Foundation made a grant of about $250,000 to begin 

needed construction at Wayne County Community College in Detroit.

— another foundation made a grant of about $900,000 to the University 

of Washington Medical Center to support that Center’s program of 

residencies in family medicine.

The key role of foundations in public television is documented in hearings

on this topic held by the Subcommittee on Foundations of the Committee on

Finance in September of 1974. In sum, that case history supports the view that 

the aid given by foundations, because of its timeliness and experimental charac­

ter, was critical in the development of the medium both locally and nationally.

By far the largest number of foundations concentrate their attention in 

local communities. In the Council's study for The Filer Commission and in other 

studies done for The Commission, there are examples and case histories describing

68-308 0 - 76 -9
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foundation work, and how different elements in the community interrelate in 

working towards achieving local goals in communities like Atlanta, Boston, 

Cleveland, Des Moines, Hartford, San Francisco, and Spokane.

An example we gave of foundation activity in relation to government was 

foundation contributions to the start-up costs for the Institute of Medicine, 

a new unit of the National Academy of Sciences, serving as a source of informa­

tion to help the government allocate public funds available for the delivery of 

health care. There are numerous other illustrations.

Foundation funds, then, help make possible many useful public services that 

would in most cases otherwise have to be provided by tax monies, if at all. 

They offer ' the other door on which to knock," without which many volunteer 

(not-for-profit) activities would not be initiated and others could not be 

continued. They are there to respond both to new ideas and shifting social 

needs with a freedom and flexibility not readily achievable in the broad-scale 

approaches government agencies normally must pursue. They facilitate the test­

ing of alternative solutions. As centers of independent thought and judgment, 

they help support freedom of thought, experimentation, and honest criticism 

directed at pressing issues of public policy. Foundations stand side by side 

with, and are directly related to, the broad range of agencies, institutions 

and systems, private and public alike, through which our society addresses its 

needs.

In sum, the affirmative contributions foundations have made — and will 

continue to make — are part of the public record and have been evidenced 

through research and investigations by Congressional Committees, The Filer 

Commission, and others. As this Committee knows, foundations have never and 

will never be immune from criticism; but overall their record is, I submit, a 

good one. If the committment of capital to charity through foundations is to be
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still further discouraged and reduced through changes in the estate tax laws, 

the services provided to the public by the nation's many non-profit, charitable 

agencies will be handicapped materially.

II. Current law requires private foundations to operate in the public interest

Private foundations have been the subject of careful legislative scrutiny 

going back, at least to the investigations of the late Wright Patman. They were 

thoroughly reviewed in the 1965 Treasury Report and in the course of the hear­

ings that led to the enactment of the foundation provisions of the Tax Reform 

Act of 1969. As a result of these efforts, private foundations are now subject 

to a great number of restrictions and rules, carefully designed by Congress to 

do away with the problems that were the subject of Congressional attention. 

Apart from the 4 percent excise tax based on investment income that private 

foundations must pay, these rules:

- prevent the use of foundation assets for personal benefit by 

regulating dealings between a foundation and those who manage, 

control or make large gifts to it.

- compel substantial annual distributions in support of charitable 

activities.

place limitations on and preclude prolonged retention of substantial 

business interests.

- regulate foundation investments.

- bar lobbying and partisan political activity.

— require foundations carefully to monitor and account for grants 

to individuals and to donees that are not public charities.

- require full annual reports by foundations to the IRS, to state 

authorities and to the public on foundation assets, earnings, 

grants, administrative costs and other matters.

No other form of charity is so thoroughly regulated to insure the commit­

ment of resources to bona fide charitable purposes. These rules and regulations
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assure that wealth placed in a foundation is wealth dedicated to charity and 

wealth that cannot be used for personal rather than public purposes.

Ill. The Commissioner of Internal Revenue and the Assistant Commissioner for 

Employee Plans and Exempt Organizations have both confirmed that foundation 

compliance with these rules is excellent

Immediately following enactment of the Tax Reform Act of 1969, private 

foundations became the subject of an extensive IRS audit program unprecedented 

in its scope. Under this program, every organization classified as a private 

foundation was audited at least once over a five year period; many were audited 

more frequently.

In a recent speech to the National Council on Philanthropy, Commissioner of 

Internal Revenue Donald Alexander said that the Service had found foundation 

compliance with the regulatory features of the 1969 legislation to be nearly 

complete. The Service accepted about 75 percent of the foundation returns it 

audited without change. Only about 12 1/2 percent of the returns that were 

examined involved changes related to the penalty taxes or the calculation of 

the 4 percent tax; the great bulk of these were caused by Service changes con­

cerning the 4 percent tax. Non-compliance with the regulatory measures appears, 

then, to have been marginal at most. This conclusion is reinforced by the fact 

that of the more than $290,000,000 private foundations paid in taxes through 

June 1975, slightly better than 99.5 percent is attributable to the 4 percent 

tax; less than one—half of one percent is attributable to the penalty taxes.

Assistant Commissioner Alvin D. Lurie has also stated that private founda­

tion compliance has been excellent. At a meeting of the Southeastern Council of
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Foundations in November 1975, Mr. Lurie commented that the five year audit 

commitment was designed to place a microscope on the private foundation com­

munity. The assessment of the results by IRS was that compliance by private 

foundations was "superb." The available evidence then demonstrates that the 

rules and restrictions imposed by the 1969 Tax Reform Act are working and work­

ing very well. In these circumstances there is no reason to treat private 

foundations as "second-class philanthropic citizens" or to discourage testamen­

tary gifts to them.

IV. Estate Tax Deductions are the principal remaining tax incentive for 

the creation of new foundations and the augmentation of existing 

ones — a process already hampered by existing disincentives

The birth rate/death rate effects of the Tax Reform Act of 1969 on founda­

tions have already been the subject of extensive Congressional testimony.A/ 

Perhaps the most significant data that have been gathered so far are contained 

in a sampling of data on the creation and dissolution of foundations for the 

years 1968 to 1972, discussed by Mr. Freeman, President of the Council, in 

his 1974 testimony before the Senate Subcommittee on Foundations. That study is 

part of the record for those hearings.

The samplings that were done included a numerical count of the creation and 

dissolution of foundations in twelve states for the period covered. Foundations 

in these states represent, we estimate, more than 50 percent of all of the 

assets in the field, and are therefore fairly representative of what has happened 

within the foundation community.

1/ See, particularly, the testimony of David F. Freeman and Marion Fremont-Smith,

hearings before the Subcommittee on Foundations of the Committee on Finance,

November 25 and 26, 1974, pages 197 through 218; testimony by John G. Simon,

hearings before the Subcommittee on Foundations of the Committee on Finance,

October 1 and 2, 1973, pages 165 through 179.
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The figures showed very consistent patterns state by state. Overall, new 

foundation creations dropped sharply from 1968 to 1970; then levelled off at 

approximately one tenth of the 1968 rate. Terminations increased between 1969 

and 1971 and then levelled off; but again, the rate of termination in 1972 was 

eight times higher than the rate of termination in pre-Tax Reform Act years. 

The evidence is, then, that the flow of new money to foundations has been deterred 

the field is now more than ever dependent on bequests as a source of new funds. 

As Professor Simon emphasizes, a retarded foundation birth rate has an unhealthy 

impact because it will, over time, more severely limit the alternative funding 

sources available to institutions and agencies seeking substantial funding for 

new programs and approaches.

More recently, we have obtained substantial additional evidence of founda­

tion reliance on bequests, in information drawn from the data bank of The 

Foundation Center based on foundation returns filed with IRS for 1973. An exam­

ination of the returns of the 36 private non-operating foundations (other than 

company foundations) reporting the largest amounts of gifts to them revealed 

that these gifts were all or substantially all testamentary in at least 30 

cases. In dollar terms, better than 90 percent or more than $210 million of 

some $230 million in gifts to this group were testamentary in character.

These data bear out then, that foundations are today largely dependent on 

testamentary gifts for such new money as still flows to them. What can we 

expect will happen if disincentives to charitable giving are added to the estate 

tax law?
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V. Current unlimited charitable contribution deductions for estates 

are efficient; these deductions should be retained

In its report. Giving In America, The Filer Commission states its con­

clusion as follows:

"The Commission was not persuaded that any of the 

suggested changes in the charitable bequest deduction 

would make the system more equitable. Instead, the 

changes would reduce bequests to private organizations, 

particularly to private colleges and universities, with­

out much being gained in equity or tax revenues. There­

fore, the Commission recommends:

That the charitable bequest deduction 

be retained in its present form."

(Giving In America, p. 151)

This recommendation is based on careful research, and there are two studies 

cited in The Filer Report that I would call to the Committee's attention and 

briefly summarize here.

Michael J. Boskin, a Stanford economist, estimated the probable results of 

(a) substituting a 30 percent estate tax credit, or (b) a 50 percent limit, for 

the current unlimited deduction. His conclusions: under alternative (a) the 

Treasury would gain about $227 million in taxes, but charitable organizations 

would lose bequests totalling $360 million. Under alternative (b), charitable 

organizations would lose about $189 million in bequests, while estate tax 

revenues would increase by only $43 million; a loss of $4.40 to charity for each 

dollar gained by the Treasury.—^

2/ See Giving In America, pp. 150, 151; Boskin, Estate Taxation and Charitable 

Bequests, a paper prepared for the Commission on Private Philanthropy and 

Public Needs.
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Correspondingly, Professor Martin Feldstein of Harvard concludes that - 

"(1) the current deductibility feature of the estate tax law 

induces a substantial increase in charitable bequests.

(2) the charitable organizations receive more in additonal 

bequests than the Treasury for[e]goes in potential estate 

tax revenue."3/

The best evidence we have then, is that the unlimited estate tax deduction 

produces more in charitable gifts than it reduces tax revenues, and that limita­

tions on that deduction will reduce charitable gifts more than estate tax rev­

enues will increase. Moreover, as The Filer Commission puts it: 

"Transfers to charitable organizations are consistent 

with the purposes of the estate tax since they remove 

wealth from direct private control and commit it to 
what are deemed to be public purposes."A/

It is true, of course, that the federal estate tax directly affects only a 

small segment of our society. Current estimates are that only about 10 percent 

of decedent's estates are required to file returns, and perhaps a third of these 

are not taxable.A/ Within this small remaining segment. The Filer Commission 

data clearly show that the incentive to leave funds to charity is strong, and 

becomes increasingly strong as estates grow larger. According to the Commission's 

report, for estates exceeding $5 million, $125 went to charity for every $100 

bequeathed to individuals. Moreover, decedents giving more than 50 percent of 

their estates to charity, although only 2 percent of those filing estate tax 

returns, contributed an estimated $338 million in 1969 dollars, or about one­

sixth of all charitable bequests. The Commission's report warns that limiting

.3/ Feldstein, Charitable Bequests, Estate Taxation and Intergenerational Wealth 

Transfers, a paper prepared for the Commission on Private Philanthropy and 

Public Needs; see also Giving In America, pp. 149, 150.

4/ Giving In America, p. 149.

2/ Giving In America, pp. 147, 148.
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the deduction to 50 percent would cause about half of the latter bequests not to 

be made .A/

Arguing persuasively that the estate tax should be viewed as a tax on the 

recipients of bequests rather than on their deceased benefactor, and that a 

percentage limitation would reduce charitable giving. Professor Boris Bittker of 

Yale Law School recently observed that such a limitation would be objectionable 

in two fundamental respects.

"First, it would impose a burden that cannot be 

justified on 'ability to pay' principles.... 

Taxing charitable bequests (by imposing a limit 

on the deduction) will ... apply an estate tax 

rate schedule designed for ... wealthy taxpayers 

to charitable institutions and their ultimate 

beneficiaries whose economic status is utterly 

different.

Second, if we take into account the role of the 

federal estate tax as a a device to moderate the 

concentration of family wealth - ... an unlimited 

exemption for charitable bequests is not only 

consistent with this role, but actually makes an 

affirmative contribution to its achievement. By 

encouraging testators to make charitable bequests, 

the deduction helps to disperse wealth among a 

larger group."—/

Thus the unlimited charitable deduction is efficient in two ways. First, 

it channels more funds to charitable institutions than are lost to the Treasury. 

Second, it diverts more funds from succeeding generations of family members than 

would be the case if the deduction were reduced or eliminated. These principles

6/ Giving In America, pp. 148, 151.

U Bittker, Charitable Bequests and the Federal Estate Tax; Proposed 

Restrictions on Deductibility, The Seventh Mortimer H. Hess Memorial 

Lecture, Association of the Bar of the City of New York, December 

1975; submitted by Professor Bittker for the record for these hearings.
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apply whether the charitable donee provides services like a hospital or college, 

or is a foundation supporting these and other charitable services.

Conclusion

To sum up my testimony, I believe there is ample justification and sub­

stantial evidence that it is in the public interest to retain the current un­

limited deduction for testamentary gifts to foundations as well as to charitable 

organizations generally. As to foundations in particular, the record is quite 

clear that the unlimited deduction for bequests is the principal remaining tax 

law incentive for their creation and augmentation. The 1969 statutory restric­

tions and the record of foundation performance under them provide assurance that 

foundation resources are and will be used for public purposes. In view of the 

evidence, and as one who shares the view that we need the new energy and new 

ideas that new foundations can help to generate or to foster, I urge the Commit­

tee to recognize first, that proposals to limit charitable deductions for estate 

tax purposes would essentially impose a tax on charitable institutions and their 

beneficiaries, and second, that the taxation of charitable bequests will return 

less in general revenue than would be lost in public benefit.

Thank you for the opportunity to express these views.
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I am Richard T. McSorley, Professor of Theology at Georgetown Univeristy, 

speaking on behalf of the National Council for a World Peace Tax Fund, Pax Christi 

and the Catholic Peace Fellowship. I want to express our appreciation for the 

opportunity you have given us to discuss with you the provisions of H.R. 4897 as it 

would apply to the estate and gift taxes collected by the Federal Government from 

conscientious objectors to war. With me today are three representatives of the peace 

churches that have a long history of opposition to all forms of violence.

With your permission I would like to introduce three other members of the 

Council who have accompanied me: Dr. David R. Bassett, a Quaker physician from the 

University of Michigan Medical Center who founded the World Peace Tax Fund movement 

about five years ago; Ralph E. Smeltzer, Washington Representative of the Church of 

the Brethren; and Delton Franz, Washington Representative of the Peace Section of the 

Mennonite Central Committee.

The World Peace Tax Fund Act proposes to amend the Internal Revenue Code to 

pamrl t- taxpayers who are conscientiously opposed to all wars to have that part of 

their Federal income, estate and gift taxes which would otherwise be used for military 

purposes to be allocated instead to a Federal trust fund - the World Peace Tax Fund - 

and spent for peace-related projects which would not otherwise receive this type of 

Federal aid. The Fund would be administered by a Board of Trustees, composed of 

members appointed by the President with the advice and consent of the Senate.

The law would extend to taxpayers the same First Amendment rights that have 

traditionally been granted to draftees through the conscientious objector provisions 

of the Military Selective Service Act. Conscientious objectors to past wars have 

numbered under 1% of the draft-age population according to Selective Service, and 

thus enactment of the bill would not impose a significant administrative burden.

(127)
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The bill, H.R. 4897, has been introduced in three successive Congresses and now 

has 23 co-sponsors including two members of the Ways and Means Committee and Garner 

Shriver of Kansas who co-sponsored the bill in response to the concerns and pleas of 

various constituents, primarily among church members. Supporters of the bill include 

many members of the historic peace churches who have deep gratitude for the American 

respect for conscience. The respect for conscientious objection to war predates our 

own Constitution. A special clause making provision for conscientious objection was 

proposed by James Madison and considered for inclusion in the Constitution. Early 

state militia laws granted special exemptions to members of religious sects, and in 

some cases granted relief from war taxation too. Virginia, Kentucky, Massachusetts, 

New Hampshire, New York, Connecticut and Maine granted exemptions from all obligations 

under militia laws including war taxes to conscientious objectors. Argued one Quaker, 

"I do not derive the liberty of conscience from the government; I hold it from a 

tenure antecedent to the institutions of civil society. It was secured to me in the 

social compact, and it was never submitted to the legislature at all."

The Civil War draft legislation of February 24, 1864 provided specific alterna­

tives to army service for all genuine members of pacifist denominations including 

provision for payment to a special fund to be applied to the benefit of the sick and 

wounded, and which was restricted from use in war.

THE MORAL BASE

A priority to what conscience dictates has always been a Christian teaching. It 

has certainly been the traditional teaching of the Roman Catholic Church that one must 

always follow one's conscience, and where governments enact laws that go contrary to 

conscience they lessen the support of their citizens. In the United States this is 

evidenced in the slavery laws, the Volstead Act, the liquor laws and the segregation 

laws following slavery. History clearly shows that these laws which went against the 

conscience of large sections of the American public were not observed and caused deep 

divisions within the country. In the current issue of paying taxes the government has 

the option of getting the taxes but not wounding the consciences of the people who 

Object to seeing their taxes used for killing. It seems to me that it is only good
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government to make that possible so that the allegiance of the citizenry is not lost. 

In this case neither is the tax benefit to the government lost.

CHRISTIAN BELIEF AND WAR

In all of Christian history there have been only Wo ways that Christians have 

related their faith to war. The first way is Christian pacifism which leads a 

Christian to refuse to kill or take part in any war because they believe this is 

contrary to the teaching of Christ. For the first three centuries all Christians 

followed this. In the fourth century with St. Augustine of Hippo Christians began to 

accept the just war theory which taught that under certain circumstances a war was 

not a violation of the Gospel but an act of mercy and love. These conditions Included 

proportionality. That means the evil committed, the killing, must be proportioned to 

the good which might result from the war.

In the nuclear age in which we are living the massive destructive capacity of the 

weapons has led many Christians to the belief that the theory of Augustine, the just, 

unjust war theory, no longer applies. The principle of proportionality no longer 

seems to apply if these weapons are used. For this reason many Christians of the 

mainline churches like the Roman Catholic Church are left with no other alternative 

but Christian pacifism. If the just, unjust war theory does not apply then the 

Christian conscience requires that the Gospel of Peace be followed and Christian 

pacifism is the result. In brief many mainline Christians today are coming to believe 

that in an age of nuclear weapons a just war is no longer possible.

Christian conscience also opposes war today on the basis of the hunger in the 

world taken together with the expense for weaponry. There are now 460 million 

permanently hungry people(50 million starving each year) while the world's nations 

spend together $300 billion yearly on armaments. Many Christians find this incompa­

tible with their conscience to pay for these armaments which take the food from the 

hungry and starving.

If I give a man money to buy a gun, and I know he is planning to murder you, then 

I am in part responsible for your murder. Likewise, if I give a government money to 

kill in my name, I am responsible for the killing that the government does. That is
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the reason why many refuse to pay war taxes. It is a basic religious belief of many 

Americans that life is sacred, and that God has forbidden the taking of life. For 

these it is a part of their faithfulness to God, that they will not take part in the 

destruction of life. They will not do it, nor will they pay others to do it. These 

believe that the gospel and the teaching of Christ forbids us to make war and take 

human life. These are only a small percentage of all Christians.

But the main stream of Christian thought requires that any war be submitted to 

the judgment of the personal conscience, before it can be found in accord with God's 

law. On the face of it, war violates the command that we must love one another and 

that we should not kill one another.

MILITARY EXPENSES

The 1976 budget of the United States called for $152.5 billion to pay for past, 

present and future wars. This amounts to 67% of the total budget, after Social 

Security has been removed.

According to an analysis of Congressional appropriations in calendar year 1975, 

some 38.5% ($99.2 billion) was devoted to the cost of military expenditures. This may 

be a conservative estimate. The bill we support sets up a definite procedure by 

which this per cent is determined by the Comptroller General.

Thus for the conscientious objector roughly 40% of all their Federal income, 

estate and gift taxes are used for military purposes. This is a severe burden on the 

conscience of our citizens who are conscientiously opposed to supporting war. I 

might add this does not include the cost of past wars such as veterans' benefits and 

interest on the national debt. It is these conditions that have led many to become 

war tax resisters and to pay only a portion of their taxes.

It is important for you to realize that these people view the requirement of the 

payment of such taxes as an Immoral act. They see their taxes going to a military 

program whose aim is to kill and destroy, and to promote research and development of 

nuclear weapons. Many also believe that because of the presence of nuclear weapons as 

a dominating part of our arsenal, every war is fought against the backdrop of possible

thermonuclear destruction of the world The current state of affairs forces many
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troubled people to consider the path of war tax resistance.

We believe this bill would allow them to support their consciences and pay their 

taxes. We believe this provides a way out both for the conscientious objector and the 

government.

CHARITABLE TAX LAWS AND OTHER TAX LAN CONSIDERATIONS

The World Peace Tax Fund Act belongs in three general categories of special tax 

treatment where tax exemptions are regularly granted. 1. Constitutional exemptions, 

necessitated by the federal and state Constitutional limitations on tax legislation. 

2. Economic exemptions, like those to encourage the settlement of development of new 

enterprise. 3. Exemptions to accomplish social ends.

Our present tax laws accept the premise that there are many activities to which 

an individual or a corporation's money may flow that are of sufficient public service 

either in the areas of rendering services and improvement to the society, or in 

stimulating economic activity, that special tax treatment is granted. The World 

Peace Tax Fund bill follows these premises and defines it for a special group, the 

conscientious objector.

There is a particular need for this extension of the religious exemption and 

special treatment tax laws at this time to cover the needs of the conscientious 

objector. In an era of nuclear weapons the military state is not a matter of men but 

of the technological weapon. The taxpayer has these weapons imposed on his back as an 

unwilling cross. Since IRS and various court decisions have given no relief to 

conscientious objectors despite the free exercise of religion clause of the First 

Amendment, the need for the Congress and this Committee to act is clear.

The Fund would create increased financing for many ongoing activities needed for 

the general social good. The bill authorizes the Board upon approval of Congress to 

use the money accumulated in the Fund for such purposes as peace research, disarmament 

international exchanges, ’ improvement of international health, education and 

welfare, and information about these activities. In the area of disarmament the 

accomplishments of the U.S. Arms Control and Disarmament Agency with a relatively 

small $10 million yearly have provided important assistance for several treaties that
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have brought sone decrease in international tensions.

By keeping the long tradition of respect for conscience by approving this bill 

this Committee can make a most important contribution to the better tomorrow we all 

seek, an era where the individual and government can cooperate to build a really 

permanent peace.

* * * *

national Council for a World Peace Tax Fund
2111 Florida Ave., W.W., Waehington, DC 20008 
(202) 483-3752
3/76
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