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SEN ATE to irrigate every acre of land that it is feasible and practical to frri-
gate in those States—although, as stated by Mr. Delph Carpenter, of
Wepnespay, Febmay 10, 1998 Colorado : * It may be a century and a balf or from 50 to 100 years

(Legislative day of Monday, February 1, 1926)

The Senate reassembled at 11 o'clock a, m., on the expira-
tion of the recess.

Mr. SMOOT. My, President, I suggest the absence of a
quornan:.,

The VICE PRESIDENT. The clerk will call the roll.

The Chief Clerk called the roll, and the following Senators
answered to their names:

anyhow " before they can utilize all of the water they are asking to
have reserved for their use under the provisions of the Santa Fe
compact.

I do not propose to quarrel with any of the States In thelr endeavors
fo have their future protected, especially in the light of:the evidence
of unwarranted molestation, harassment, and interference in their
development which the upper-basin States appear to have suffered
from the action of Federal officials.

I was also impressed with the testimony of some of the upper-basin
officials in stating that Arizona was not to be censured for failing to

. y La Follette Schall
ﬁgg_:;ﬁt i‘::ggld hn,gof Sheppard ratify the Santa Fe compact and for taking time to ascertain her
Blease Fess McKellar Shipstead potentinlities. And I was partleularly impressed with the statement
Borah | Fletcher i‘}ﬁ{f,ﬁ.ﬁ PuOLEOge of Mr, Carpenter that Arizona was justified in her attitude, and I also
Brookhart George Metealf Smith appreciated the address of Governor Dern of Utah.
gmussard ?E{]ett {Iosles E?ocﬁt Y On the other hand, I fall to understand the objections offcred by
ruce ilass Neely Staniie some of the upper-basin representatives to the construction of Coolidge
g:;:g:on :Eggdmg ?qg:l:f:k g:f,’l‘},‘;?,f Dam and the fulfillment by the Federal Government of its responsibili-
Capper }lah- % gﬁl ;mmmell tles to the Indlans on the San Carles Indian' Reservation. The In-
Copeland larre die son dlans on that reservation have water rights antedating the advent
gg‘;f;'{:. ﬁ:gjl;on 8:";::.“ :ii:; s of the white man to America. Their lands have been dried up by
Curtis Ileﬂml T'hipps gmt-ren water users on the stream above them.
Dale Howel Pine atson Under the law as defined by the United States Supreme Court In
peucen gg:"ws’“{‘i‘uh. %‘;‘g‘jﬂi “gﬁfgfﬂ the Wyoming v. Colorado case the water users on the stream below,
Edge Kendrick Reed, Pa. Willls in spite of priority of use, must satisfy thelr needs from surplus
El;\;&}rdn %ﬁ;ﬁ Ig:g;:f?ﬂ- Ind, water. Consequently under existing circumstances it is the duty of

Mr. SHEPPARD. I wish to announce that my colleague,
the junior Senator from Texas [Mr. MaAYFIELD], is necessarily
detained on account of illness. I ask that this announcement
may stand for the day.

The VICE PRESIDENT. Eiglhty-two Senators having an-
swered to their names, a quornm is present.

PETITIONS AND MEMORIALS

Mr. McLEAN presented a petition of the Meridian (Conn.)
Chamber of Commerce, praying for the passage of House bill
444, proposing to improve the condition and status of musi-
ciang in the Army and National Guard bands, which was re-
ferred to the Committee on Military Affairs.

He also presented resolutions adopted by Willlam McKinley
Camp, No. 9, United Spanish War Veterans, of Norwalk, Coun.,
favoring the passage of Senate bill 98, granting increased pen-
sions to Spanish-American War veterans and their widows,
which were referred to the Committee on Pensions.

He also presented resolutions of the Congregation B'Nai
Jacob and the board of trustees of the Congregation Mishkan
Israel, both of New Haven, Conn., favoring the passage of
legislation amending the present immigration law so as to
provide for exemption from the quota restrictions of husbands,
wives, and children of American citizens and declarants for
citizenship, which were referred to the Commitiee on Immi-
gration. :

He also presented a petition of the Woman's Christian Tem-
perance Union, of Hartford, Conn., praying for the passage of
Senate bill 1750, to establish a Woman’s Bureau in the Metro-
politan police department at Washington, D. C., which was
referred to the Committee on the Distriet of Columbia.

He also presented a telegram in the nature of a memorial
from members of New Haven Division, No. 77, Brotherhood of
Locomotive Engineers, of New Haven, Conn., protesting against
the passage of legislation amending the existing employers’
liability law, which was referred to the Committee on the
Judiciary.

COLORADO RIVER PROBLEMS—LETTER OF GOVERNOR HUNT

Mr. ASHURST. Mr. President, I ask unanimous consent to
have printed in the Recorp at this point a letter from Hon.
George W. P. Hunt, Governor of Arizona, upon the problems of
the Colorado River.

The VICE PRESIDENT. Without objection, 1t is so ordered.

The letter referred to is as follows:

Exgcurive OrFrFIcE, 8TaTE HoUSE,
Phoenix, Aris., February 3, 1928,
Hon. HExry F., ASHURST,
United Blates Senate, Washington, D. C.

My Dear Sgxator: I have just completed reading the testimony of
the various witnesses who appeared before the Committee on Irriga-
tlon and Reclamation of the United States SBenate in connection with
the problems of the Colorado River Basin States and how these States
may be affected by the development of the Colorade River,

I was Impressed with the testlmony of the representatives of the
upper-besin States and with their frankness In discussing their desire
and intentlon to utilize every means at their command to conserve
and protect their right to use the water that falls within thelr borders,

the United States Government to take care of the Indians’ needs by
providing storage on the Gila. In taking care of these néeds and in
building the project, if the cost ean be reduced by adding some addi-
tional acreage of lands that are in the hands of white settlers (a con-
siderable portion of which have water rights attached), the Govern-
ment is the gainer; no one's water rights are impaired®and the flood
menace to the Imperial Valley in California is considerably reduced.
Consequently opposition to the Coolldge project, as evidenced by some
of the representatives of the upper-basin States, can not be judged in
any other light, in my opinion, than as an attempted coercion of Ari-
zona and a reprisal for her failure to ratify a compaet which would
destroy her, particularly where the project under consideration ean
not affect the complaining States in the upper basin in any manner,

As a matter of fact, the only States interested in the Glla are New
Mexico and Arizona, from the viewpoint of water users, California is
interested in having flood menace removed.

I say this because Wyoming, Colorado, Utah, and Nevada contribute
nothing to and can use none of the water on the Gila, The legal point
of diversion for California, made under contract with the United States
Reclamation Service, is for diversion at Laguna Dam, which s a con-
siderable distance above the mouth of the Glla River. The present
point of diversion for the Imperial Valley at Hanlons Heading is only
permitted by stipulation In Injunction proceedings in the courts.

I really ean not follow the testimony of the Federal officials, After °
reviewing the testimony of Secretaries Weeks, Wallace, and Work, and
Engineers Kelly, Merrlill, LaRue, and Stabler, I can not understand
Mr. Work's complete change of attitude. The people of Arizona ovi-
dently can not depend on the finality of the judgment of Federal officialg
if, like & railroad time-table, they are subject to change without notice.

But the testimony in the hearings that made the deepest impression
upon me was the serenely unconscious, yet patronizing and arrogant,
attitude adopted by representatives of the Btate of California,

Senator HiraM JoHNsSON with a wave of his hand brushed aside evi-
dence submitted by citizens of the State of Arizona by saying he would
*“ predicate nothing upon some of the testimony of the citizens of the
State of Arizona."

I can not understand the horror expressed by Senator SHORTRIDGE at
the idea of Arizona wanting half the surplus water that comes from
the upper-bagin Btates and the water of her own streams,

We have no irrigation or power possibilities outside of the Colorado
River and its tributary, because Arlzona is wholly within the Colorado
River dralnage area—constituting 48 per cent of the basln—while only
a small portion of California depends on this river, California having
over 18,000,000 acres of land which can be irrigated and 9,000,000
horsepower which can be developed from other streams in that State.

California, which only comprises 214 per cent of the Colorado River
drainage area, wants 87 per cent of the water and control of the
majority of the power.

But the distinguished senlor Senator, by his attitude during the hear-
ings and by his statements, seems to hold views—which seems to be
typical of southern California—which might be defined as, “ What is
yours belongs to me and what is mine is my own.”

The most nalve, patronizing, and unconsciously humorous statement
in the whole hearings, in my judgment, was made by Mr. Childers, of
California, when he declared: * California will not only deal fairly
but generously with Arizona.”

The irony of this can be appreciated when it is understood that Cali-
fornia, to all intents and purposes, does not contribute any water fe
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tha Colorado River and that all of the water she will use, with the
exception of about 200,000 acre-feet, will be used outside of the drain-
age area, and that 90 per cent of the power that California wants to
use will be produced in the State of Arizona.

The repeated statements of representatives of California and their
distinguished Senators are ample to Justify the bellef that California
intends to leave Arizona nothing In the Colorado River if it can pos-
gibly be obtained for California's use, and that no recompense will be
made to Arizona for the use of her resources if these resources can be
obtained by some subterfuge without cost to California. Even the
provisions which were written into the enabling act to prevent the
resources of the State passing into the hands of the Power Trust are
used by representatives of California as an argument that Arizona for-
feited them—apparently in their opinion—for the benefit of California.

But the most interesting factor of the California position is the
endeayvor to use the United States Government to despoil Arizona,
and to use United States Government money to build a power dam
located in two other States, the Government to be repaid from power
generited in these two other States; and Callfornla lands to be fur-
nished a canal, flood control, and municipal water at the expense of
these two other Btates. :

If California can satisfy the five other States in the basin by
agreeing to a six-State compact, in order to get what she wants, the
testimony of her representatives indicates she would do so. But I
can not understand the willlngness of the other States to accept such
a proposition at the expense of Arizona.

However, let us have no illusions about the matter, but face the
issue squarely.

A compact was drawn at Santa Fe, N. Mex,, which protected the
upper-basin States. Arizona will offer no objection to protecting the
upper-basin States,

The representatives of the upper-basin States have repeatedly stated
that they did not fear Arlzona's development.

But, In order to get protectlon for themselves, some of them appear
willing to barter with Cwmifornia through a six-State compact to
enable that State to have the Federal Government construct a dam
so low on the river as to absolutely condemn large areas of Arizona
to remaln a desert, give California all the water she can use, and
permit the remalnder of the water to cultivate lands In Mexico owned
by other Callfornia citizens. The real gall in the proposal is that
Arizona and Nevada power is to pay for the cost of giving all this
to California under their plan.

We have no illusions as to the general attitude of southern Call-
fornia cities in this matter. Los Angeles plundered Inyo County,
Calif,, for the benefit of that city. She met with some criticism
at home for so doing, but she would not hesitate to despoil the State
of Arizona.

Los Angeles is not through yet paying for the plundering of Inyo
County, Calif. The good citizens of that county, led by their bankers
and leading business men, found it necessary to dynamite the Los
Angeles aqueduct and turn the water loose for use in thelr county;
and they are organized and still continuing the fight.

I am reminded In this connection that Germany plundered France
and took Alsace and Lorraine and built an idustrial empire. But
when the same process was tried on Belglum, it resulted not only in
Belgium beilng left intact but in Alsace and Lorraine belng returned
to France; and, in addition, the German people will pay for genera-
tions to come for the greed and rapacity of her statesmen,

Los Angeles and California, with their wealth and arrogance, their
newspapers, propaganda agencies, thelr dlstinguished Representatives
and Senators, Commissioner of Reclamation Mead, the powerful in-
fluence of the Callfornian, Hoover, in the Cabinet, and the coopera-
tion of Secretary Work, of the Department of the Interior, may sue-
ceed In inducing the United States and the other Btates in the basin
to join in the rapine of Arizona, using the gulse, as expressed by one
of the citizens of this State, of the * sheep of flood protection to cover
up the wolf of power and water greed.” But it will never be with
Arizona's legal consent, and if T am In position to have anything to
say In the matter—which I hope I may be—it will be over Arizona's
physical protest.

Arizona may be ravaged, but like Germany's experlence, the profits
from the looting, which may accrue to California, may not be as
profitable as ghe hopes.

But there are times when I feel that possibly Californla should
not be too harshly censured. When I read the reports and speeches
made before civic organizations, by men who have been honored by
the State of Arizona in positions of high trust and responsibility,
and those who have made fortunes out of her resources, seeking to
Justify the confiscation of the resources of this State, and approv-
ing the proposal recently made by the Secretary of the Interior that
Arizona's rights be seized; that over a hundred milllon dollars of
United States money be Invested partly within the territory of Ari-
zona for the benefit of California, the people of Arizona denied any
benefit from her resources—that it is proposed to have the Gov-
ernment take—unless Arizona accepts an agreement that she knows

spells her ruin, I sometimes feel that the attitude of some of the
representatives of Callfornia does not seem quite so preposterous.

The idea which has recently been uttered that “Arizona must be at
the table when the reclamation prunes—the most famous southern
California product—are passed, if she wants to get any,” will never
be accepted, in my judgment, as the spirit of the people of Arizona.

I think when you said that, “Arlzona spurns all bribes and wears
no chains,” you stated the situatlon exsctly. Had it not been for
policies which, under the circumstances, were almost criminal mis-
feasance on the part of the responsible officlals of Arizona when the
compact was negotiated, Arizona would not now be fighting the ehar-
acter of battle she {s. And to find those who were responsible for
present conditions, still willing to see ber stripped, must, indeed, be
encouraging to California.

I was further impressed in readlng the testimony by the announce-
ment of the doecirine that the unappropriated waters in Western States
are the property of the Federal Government. These pernicious theories
of law advanced by the Department of Justice of the United States and
Mr. Eggleston can never be accepted by the State of Arizona, and I do
not believe will ever be accepted by any of the States in the Colorado
River Basin, unless it be by the State of California, which contributes
nothing to the basin but desires to seize the greater part of its
resources,

Senator JoHxsoN last month stated that if the Government would
give California permission to invade Arizona snd Nevada, they would
develop a portion of the Colorado River without cost to the National
Government, I made a similar offer (with the exception that we did
not ask to invade any other State) before the Federal Power Commis-
sion in September, 1923. Arizona can finance this work without issu-
Ing State bonds by selling power, as the Salt River Valley water users
do at Mormon Flat and Horse Mesa, recent dam constructions..

The State of Arizona has on file with the Federal Power Commission
a request for a permit to erect a dam at Bridge Canyon, a site wholly
within the State of Arizona. This site has been declared by an engi-
neer of the United States Geological Survey and other competent engl-
neers as one of the best power sites on the Colorado River. If the
permit is granted to Arizona, I do not feel that it will be mecessary to
ask the Federal Government for any money or any Federal bond issue
to make power avallable to anyone who cares to buy it.

It might also be pertinent to remark at this polnt that If the Federal
Government will rellnguish to Arizona the public lands and forests In
this State, as was done with other States, so that all of the resources
within the borders of this State may be available for the development
of the State, It will not be necessary, in my judgment, to ask the tax-
payers in other States to contribute to the deyvelopment of the Colorado
River or of the State of Arizona. We will be able to undertake the
financing of the Colorado River development, and we will not ask per-
mission to invade the rights of any other State in doing so,

I have been on record, as Governor of the State of Arizona, since
October, 1923, in trying to arrive at an agreement between the States
of California and Nevada concerning the Colorado River, On November
1, 1923, and on November 22, 1828, the Governor of California declined
to enter any such negotiations, Negotiations, however, are now pend-
ing between a committee appointed by me and committees of the States
of Californla and Nevada. The calling of the next conference 1s sul-
ject to a date being fixed by the Callfornia committee,

I offer these few observations on the testlmony submitted in the Sen-
ate hearings. I do not think the langusge is too strong in the light of
developments on the Swing-Johnson bill. The proposal of Secretary
Work, which I belleve is the Hoover-California plan, has caused me to
become ** het up " on this matter,

Very sincerely yours,
Geo. W. P. HoxT, Governor.
REPORTS OF COMMITTEES

Mr. COPELAND, from the Committee on Naval Affairs, to
which was referred the bill (8. 2058) for the relief of members
of the band of the United States Marine Corps who were re-
tired prior to June 30, 1922, and for the relief of members
transferred to the Fleet Marine Corps Reserve, reported it
without amendment and submitted a report (No. 156) thereon,

Mr, BUTLER, from the Committee on Naval Affairs, to which
was referred the bill (8. 1885) for the relief of James Minon,
gported it with amendments and submitted a report (No. 157)

ereon.

Mr. WALSH, from the Committee on the Judiciary, to which
was referred the bill (8. 1040) concerning actions on account
of death or personal injury within places under the exclusive
jurisdietion of the United States, reported it without amend-
ment.,

Mr. CAPPER, from the Committee on the District of Colum-
bia, to which was referred the bill (8. 2673) to amend the act
approved June 3, 1896, entitled “An act to establish and pro-
vide for the maintenance of a free public library and reading
room in the District of Columbia,” reported it without amend-
ment and submitted a report (No. 168) thereon.
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He also, from the Committee on Claims, to which was re-
ferred the bill (8. 1755) for the relief of Francils J. Young,
reported it without amendment and submitted a report (No.
161) thereon.

Mr. BAYARD (for Mr. Meaxs), from the Committee on
Claims, to which was referred the bill (8. 2993) to allow
eredits in the accounts of certain disbursing officers of the De-
partment of the Interior, reported it with an amendment and
submitted a report (No. 160) thereon.

Mr. BROOKHART, from the Committee on Claims, to which
were referred the following bills, reported them severally with-
out amendment and submitted reports thereon:

A bill (8. 959) for the relief of Tena Pettersen (Rept. No.
162) ; ;

A bill (8. 1794) to extend the benefits of the employers’
liability act of September 7, 1916, to Gladys L. Brown, a for-
mer employee of the Bureau of Engraving and Printing, Wash-
ington, D, C. (Rept. No. 163) ; and

A bill (8. 2887) for the relief of Phillp T. Post (Rept. No.
164).

Mr. SCHALL, from the Committee on Indian Affairs, to
which was referred the bill (H. R. 183) providing for a per
capita payment of $50 to each enrolled member of the Chip-
pewa Tribe of Minnesota from the funds standing to their
eredit in the Treasury of the United States, reported it without
amendment and submitted a report (No. 159) thereon.

SILVEE BERVICE FOR REAR ADMIRAL ANDERSON

Mr., BORAH. From the Committee on Foreign Relations I
report back favorably without amendment the bill (8. 2822)
aunthorizing Rear Admiral Edwin A. Anderson, United States
Navy, retired, to accept the silver service tendered by the Gov-
ernment of Panama. I call the attention of the Senator from
North Carolina [Mr. StMmoxg] to the bill

Mr. SIMMONS. I ask unanimous consent for the immediate
consideration of the bill.

There being no objection, the Senate, as in Committee of the
Whole, proceeded to consider the bill, and it was read, as
follows :

Be it enacted, etc., That Rear Admiral Edwin A. Anderson, United
States Navy, retired, is authorized to accept the sllver service ten-
dered to him by the Government of Panama, and the Department of
Btate is authorized to deliver such silver service to the said Rear
Admiral Edwin A. Anderson,

The bill was reported to the Senate without amendment,
ordered to be engrossed for a third reading, read the third
time, and passed.

BILLS INTRODUCED

Bills were introduced, read the first time, and, by unanimous
consent, the second time, and referred as follows:

By Mr. WILLIS:

A Dbill (8. 3069) to enforce the liability of common carriers
for loss of or damage to grain shipped in bulk; to the Com-
mittee on Interstate Commerce.

A bill (8. 8070) granting an increase of pension to Rosina
Yoorhees (with accompanying papers); to the Commitiee on
Pensions.

By Mr. WALSH :

A hill (8. 3071) concerning the application of certain pro-
visions of section 21 of the Federal highway act of November
9, 1921 ; to the Commitiee on Post Offices and Post Roads.

By Mr. ODDIE:

A bill (8. 8072) teo authorize an exchange of lands between
the United States and the Btate of Nevada; to the Commitiee
on Public Lands and Surveys.

By Mr. FLETCHER :

A bill (8. 3073) granting increase of pension to soldiers who
rendered gervice during the Seminole Indian wars in Florida
and to widows of such soldiers; to the Committee on Pensions.

By Mr. HARRELD:

A bill (8. 3074) for the relief of John H, Gattis; to the Com-
mitiee on Claims.

A bill (8. 8075) granting a pension to Ella . Maddux; and

A bill (8. 3076) granting an increase of pension to Lavina J.
I}’ells (with accompanying papers) ; to the Commitiee on Pen-
sions.

By Mr. SHEPPARD:

A bill (8. 3077) for the relief of John T. Wilson (with ae-
companying papers) ; to the Committee on Claims.

By Mr. SMOOT:

A bill (8. 3078) further to assure title to lands deslgnated
in or selected under grants to the States, to limit the period
for the institution of proceedings to establish an exception of
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lands from such grants because of their known mineral char-
acter, and for other purposes; to the Committee on Publie
Lands and Surveys.

By Mr. WADSWORTH :

A bill (8. 8079) to amend section 12 of the act approved
June 10, 1922, so as to authorize payment of actual expenses
for travel under orders in Alaska; and

A bill (8. 3080) to anthorize payment of expenses of the
Washington-Alaska military cable and telegraph system out of
receipts of such system as an operating expense; to the Com-
mittee on Military Affairs.

By Mr. WATSON:

A bill (8. 8082) granting a pension to Clara Wikell;

A bill (8. 3083) granting a pension to Sadle Green McClure;

A bill (8. 3084) granting a pension to Harrlet E. Morgan;

A bill (8. 3085) granting a pension to Charles Morton
Wilson ;

A bill (8. 3086) granting a pension to Elizabeth A. Power;

A bill (S. 3087) granting a pension to Nancy A. Jones:

A bill (8. 3088) granting a pension to Will J. Woods;

A bill (8. 3089) granting a pension to America Ann Kirby;

A bill (8. 3090) granting a pension to Elijah C. Waln;

A bill (8. 3091) granting a pension to Ida L. Seacat;

A bill (8. 3092) granting a pension to Margaret E. King;

A bill (8, 3093) granting a pension to Moranda Stoops;

A bill (8. 3004) granting a pension to Mary S. Buckles; and

A bill (8. 3095) granting an increase of pension to William
Hemphill ; to the Committee on Pensions,

By Mr. WILLIS:

A bill (8. 8086) granting an increase of pension to Emma L.
Sole (with accompanying papers) ; to the Committee on Pen-

ons.

By Mr. REED of Pennsylvania:

A Dbill (8. 3097) to provide for the erection of a public
Federal building at Emporium, Pa.; to'the Committee on Public
Buildings and Grounds.

By Mr. DENEEN:

A bill (8. 3098) to remit the duty on a carillon of 42 bells
imported for St. Chrysostom's (Episcopal) Church, Chicago,
Ill.; to the Committee on Finance.

By Mr. STANFIELD:

A bill (8. 3099) to cede certain lands in the State of Oregon,
ineluding Diamond Lake, to the State of Oregon for fish-cul-
tural purposes, and for other purposes; to the Commitiee on
Public Lands and Surveys.

By Mr. RANSDELL:

A bill (8. 3100) for the relief of the heirs of Susan A.
Nicholas; to the Committee on Claims.

MUSCLE SHOALS

Mr. McKELLAR. I introduce a bill as a substitute for the
Muscle Shoals measure reported out by the Committee on Agri-
culture and Forestry, and 1 ask nnanimous consent that there
may be printed in the Recorp a statement in reference to the
bill.

The bill (8. 3081) to create a commission for Muscle Shoals,
and for other purposes, was read twice by its title, and, with
the accompanying paper, referred to the Committee on Agrl-
culture and Forestry.

There being no objection, the accompanying statement was
ordered to be printed in the Recorp, as follows:

The outstanding provisions of my substitnte for the Muscle Shoals
bill reported by the Senate Committee on Agriculture are:

First, Bection 4, which contalns, in my judgmeni, an absolutely
fair method of -distributing the surplus power produced at Muscle
Shoals.

Second. It provides that the Government should retain the present
shoals plant and authorlzes the building of Dam No. 3 to be added
to it.

Three. It provides that the commission created by the act shall
dispose of the gnrplus power In three distinet ways: (a) It shall
give preference to States, counties, and municipalities as provided in
the Federal water power act. (b) It provides that the commission
may sell surplus power to distributing power companies, but carefully
glving the commission the power to regulate prlces at which siuch
distributing companies shall sell the current. (e¢) It provides that the
commission may sell direct to users if it deems proper in the publie
interest.

In other words, my proposal distributes the power fairly and sces
to it that the people using the power shall get the benefit of reduced
prices.

Fourth. It provides for the establlshing of a corporation to be
owned by the United Btates, so that it can deal properly with the
publie, g
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Fifth. It requires the last word In experimentation for the purpose
of making fertilizers and the manufacture of fertilizers if an eco-
nomical process can be obtained ; so that the farmers may be protected
absolutely, it provides for the recall of surplus power if necessary, in
order that the fertilizer interest shall be made paramount.

Sixth. It provides that should the Government fird these economlcal
processes for making ingredients for fertillzers that it may transfer
such processes to private Individuals or corporatlons, carefully gvard-
Ing the power, however, to regulate the prices at which such fertilizers
shall be sold to the farmers.

These are the sallent features of my proposal,

AMEXDMENTS TO TAX REDUCTION BILL

Mr. WALSH submitied an amendment intended to be pro-
posed by him to House bill 1, the tax reduction bill, which was
ordered to lie on the table and to be printed, as follows:

‘On page 83, line 4, after the word * associations,” insert the follow-
Ing : * and dalry loan aesoclations.”

Mr. BRATTON (for Mr. Joxes of New Mexico) submitted
an amendment (Title III—Inheritance tax), Intended to be
proposged by Mr. Joxes of New Mexico to House bill 1, the tax
reduction bill, which was ordered to lie on the table and to
be printed.

AMENDMENT TO FIRST DEFICIENCY AFPPROPRIATION BILL

Mr. McKINLEY submitted an amendment proposing to pay
$1,500 to W. H, Gehman for extra services in the folding
room, intended to be proposed by him to House bill 8722, the
first deficiency appropriation bill, 1926, which was referred to
the Committee on Appropriations and ordered to be printed.

AMENDMENT TO AGRICULTURAL APPROPRIATION BILL

Mr. SHORTRIDGE submitted an amendment proposing to
increase the appropriation for silvienltural, dendrological, and
other experiments and Investigations, independently or in co-
operation with other branches of the Federal Government,
with States, and with individuals, to determine the best meth-
ods for the conservative management of forest and forest lands,
from $232,000 to $252.000, and to Increase the amount to be im-
mediately available for the establishment of a forest experi-
ment station, as provided in the act entitled “An act to author-
ize the establishment and maintenance of a forest experiment
station in California and surrounding States,” approved March
3, 1925, from $30,000 to $50,000, intended to be proposed by
him to House bill 8204, the agricultural appropriation bill,
which was referred to the Committee on Appropriations and
ordered to be printed.

WARD F0OD PRODUCTS CORPORATION

Mr. WHEELER. I ask unanimous consent to have printed
in the Recorp two. clippings from the New York Times of this
date relative to the Ward Food Products Corporation.

There being no objection, the clippings were ordered to be
printed in the REcorp, as follows:

[From the New York Times, Wednesday, February 10, 1026}

SAYS BREAD SUIT FAILS OF PURPOSE—LA FOLLETTE WANTS GOVERNMENT
TO ATTACKE WARD'S THREE PRESENT COMPAXIES—SEES THEM As A
MONOPOLY—SESATOR HOLDS THAT THEY GIVE THE “ BREAD KING ™
COXTROL OF THE INDUSTRY

(8pecial to the New York Times)

Wasnixaro¥, Februery 9.—BSenator Li FoLLETTE, who has been
attacking the Ward Food Products Corporation, sald fo-day that the
antitrust suit filed by the Government yesterday would not remove the
Wards from control of the bread industry. He urged that the Gov-
ernment proceed to force themy to abandon control of what he called the
“big three™ companles, which he believed gave Mr. Ward and his
associates undisputed eontrol of the baking Industry.

“1 am glad that the Department of Justice has finally been moved
into action against the food trust,” sald Benator La Follette. “I am
particularly glad that it is proceeding before these corporations are
finally ‘scrambled’ into a single gigantic merger.

“ Nevertheless, the orders which the Department of Justice ls seek-
ing from the court, as reproduced In the newspapers, are directed
entirely against the corporate defendants and do not attempt to reach
or restrain the Individual defendants, namely, Willlam B. Ward and
his associates, who conceived and promoted this great conspiracy.
They will be left in complete control of the bread industry, evem if
everything asked by the Government Iis granted. This appears to
me to be a fatal defect In the Government's case, which sghould be
amended before proceeding further.

“ Let me make this clear. According to the Government's own state-
ment of the case, this conspiracy has consisted in Willlam B. Ward
and his associates acquiring control of a number of the great baking
corporations, particularly the ‘big three '—the Ward, Contlnental, and
General Baking Corporation. They are the conspirators.

¥
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“ Control of the * big three,' the Government contonds, wili glve Ward
and his assoclates complete control of the baking industry thronghout
the United States. They will have this control—they will be able to
dictate the price of bread—whether these three are merged into the
new food trust, which Ward has recently incorporated, or are kept
separate, »

“The public interest, therefore, demands that Ward and hils asso-
ciates be compelled to sell their stock and give up control of at least
two of the ‘ Big Three' Any one of these three is big enough to give
Mr. Ward full opportunity to develop any possible economies by large-
scale production. He may not be able to carry out his paternalistic
projects for providing for the welfare of the little children out of the
excess proflts levied upon their bread, but he will be able to make
cheap bread, if he is honest and efficient.

“But the Department of Justice merely asks the court to restrain
the corporate defendants from merging, having common officers and
directors, etc., and does not ansk that Ward and his associates—the
individual defendants who conceived and executed this unlawfnl con-
spiracy—be required to abandon the control of the ‘ Big Three' baking
corporations which they now have.

* The effect of this proceeding, even if the court grants everything
that the Government now asks, will be to leave Ward—the *bread
king *—in undisputed control of the baking industry. He will be
able to issue orders to each of the baking corporatlons which he now
controls and of which the Government does not seek to deprive him,
as effectively as if they were merged Into a slngle trust.

“1 sincerely hope, therefore, that the Department of Justice will
speedily order its petition amended to cure this defect.”

TESTIFIES WARD GOT STOCKE—CONTINENTAL BAxIxe Heip TeLLS oF
ReLaTiONS—HEARING Pur OFF

Hearing of the Sherman law complaint of the Federal Trade Com-
mission against the Continental Baking Corporation was adjourned
yesterday to February 23, Examiner John W. Addison granted the
recess to permit George G, Barber, chairman of the board of the
Continental, to produce figures showing the extent to which 13 sub-
gidiary companies were engaging in interstate commerce when their
stock was acquired by the Continental, to what extent they were in
competition, and the amount of thelr yearly business, local and inter-
state. The Federal Trade Commission bases its complaint on the
alleged lessened competition and restraint of commerca resulting from
the absorption of 25 baking companies by the Continental Baking
Corporation,

TELLS OF WARD'S CONNECTION

The greater part of the testimony of Mr. Barber, the only witness
called so far, had to do with the relationship of Willlam B. Ward
to the Continental Baking Corporation and the other concerns with
which Mr. Barber has been ldentified. Mr. Barber reiterated hils asser-
tlon that Mr. Ward's only connection with the Continental was as a
stockholder, that the corporation was formed by Mr. Barber solely to
offer better service to the public.

The questions of Col. Augustus R. Brindley, counsel for the Fed-
eral Trade Commission, regarding Mr. Barber's past connection with
the Ward companies, brought objections from Willlam H. Button, attor-
ney for the Continental, on the ground that they were irrelevant. The
objections were overruled by Examiner Addison. * The questions may
prove later cn to be relevant,” said Colonel Brindley.

The purpose of the formation by Mr. Ward and his assoclates of
the United Bakeries Corporation, later absorbed by the Continental,
was “ bigger and better service to the public,” said Mr. Barber. "It
was Mr. Ward's purpose to bulld up a baking business of sufficient
volume to permit the rendering of a kind of service hitherto impos-
sible. This idea of service was paramount in the minds of all at
that time as it is to-day.”

Asked what was the purpose of the Continental, Mr. Barber sald ita
ohjects wera the same as those of the United, execept that tha larger
concern was able to go still further in its field, since 1t embraces bak-
ing concerns in every part of the country, while the United centered
largely in the East. * Continental is merely a continuance of Ward's
polley in organizing the United?" Colonel Brindley asked, * Yea,” the
witness replled, “ except that Ward has no connection with the Con-
tinental.”

GAVE WARD 2,000,000 SHARES

It was brought out that the Continental Baking Corporation, soon
after it was formed in November, 1924, turned over to Willlam B.
Ward 2,000,000 shares of Its class B common stock in return for a
coniract owned by Mr. Ward for the acquisition of the American
Bakery Co. of 8t. Lounis. Mr, Barber testified that the transfer was
merely technical to make the shares fully pald and nonassessable.
One and a quarter million of the shares, he sald, were later returned
by Mr. Ward to the Continental, which repaid him with sharea of
other classes. The class B common, he said, was distributed as &
bonus to purchasers of Contlnental preferred stock, sold at $100 a
share, two shares of class B going with one shave of preferred, the
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bonus belng later redneed to one share and finally half a share with
one share of preferred.

Mr. Barher further testified that sinee the organization of the Con-
tinental 818,305 shares of the 8 per cent cumulative preferred stock
had been issued for eash at $100 a share, and that 7,500 shares had
been issued at $102. He also sald 298,389 shares had been issued in
exchange for the stock of other companies acquired by the Continental.
Of the class A common, the witness said, 24,460 shares were 1ssued for
cash and 266,905 shares In exchange for stock in the companies taken
over by the Continental.

Mr, Ward's holdings in the Continental, the wlitness testified,
amounted at one time to 1,000,000 shares of preferred stock, although
these have gince been reduced.

The facts concerning the interstate commerce carried on by the sub-
sidiaries, said Colonel Brindley, in asking for the adjournment, had an
important bearing on the charges made in the Federal Trade Commis-
slon’s eomplaint. He sald there would be no hearings elsewhere pend-
ing the resumption of the investigation in New York on February 23.

TAX REDUCTION

The Senate, as in Committee of the Whole, resumed the con-
sideration of the bill (H. R. 1) to reduce and egualize taxa-
tion, to provide revenue, and for other purposes, the pending
question being on the amendment of the Committee on Finance
to sirike out the House provision relative to estate tax and
insert Title III—Estate tax,

Mr, NORRIS. Mr. President, the pending amendment pro-
posed by the committee repeals the Federal inheritance tax.
It also provides that the repeal shall be retroactive, a point
in the amendment that has received very little attention. If
it should prevail, not only would we have repealed the in-
heritance tax but we would be required to return to a large
number of very large estates one-half of the taxes that they
have already paid, or, if not paid, that are due and unpaid.
Therefore, it has the same effect, so far as these estates are
concerned, so far as concerns the estate of any man who died
since June, 1924, as though we had a direct appropriation to
repay to those estates one-half of the taxes which they paid
under the law existing at the time of his death.

1 said before that all taxation is burdensome. I repeat that
I would be glad, if I could, to relieve everybody from the obli-
gation of paying taxes, but if we have government, taxes
must be levied to support it. Somebody must pay them.
From the very beginning of government, honest, conscien-
tious men have continually trled to enact into law such sys-
tems of taxation as would be the least burdensome. Of all
the taxes that have ever been conceived, there is no other
that is so little burdensome as the inheritance or estate tax,
It is the only tax that is not, directly or indirectly, in any
degree, a tax on consumption. There Is no way of passing it
on to somebody else. There is no tax that ean be so easily
and inexpensively collected. There is no other tax that is any
more just or fair. With very few exceptions, such a tax
would not take from any man a single dollar that he has done
anything toward earning. The right to inherit pro or
the right to pass property on to others is given to the indi-
vidual by law, It is not a natural right,

The class of people who are opposed to an inheritance or es-
tate tax are also in favor of a reduction of income taxes on
big incomes. The principal argument they offer in favor of
the reduction of taxes on big incomes is that those who have
such incomes invest their property In tax-free securitles, and
thus escape the income tax completely. While this argument
is much overdrawn and very much exaggerated, yet if we
admit the truth of it, we find the same people who advocate
such reduetion likewise crying aloud vehemently in favor of
the repeal of the estate or inheritance tax; and yet everybody
concedes that the estate or inheritance tax can not be avolded
by the investment of property in tax-free securities. In other
words, there is no such exemption in estate taxes. BSo the very
argument they offer in favor of one end of their dilemma, abso-
lutely defeats thelr argument as applied fo the other end of
the equation,

Those of us who advocate a Federal estate tax or inheri-
tance tax are universally in favor of allowing a large exemp-
tion to which the tax shall not apply. I will not guarrel as to
what the amount of this exemption should be. I will make no
objection to an exemption of three or four hundred thousand
dollars. Then commence the tax at a very low rate and raise
it progressively until it becomes very high when the estate or
inheritance reaches into the millions of dollars. This will
enable the holders of immense fortunes to provide for their
families or friends so they may live in luxury the balance of
their days without the payment of any tax on the inheritance.
The tax does not operate until the death of the property owner.
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It can do no injury to him because he {s dead and can not take
his property with him. It is no injury to the descendants
who inherit it because they did not own it and did not accu-
mulate it. Tt comes to them as a pure gift; and it seems,
therefore, that neither the testator nor the beneficlary can
properly object to the tax, because the one i{s dead, and the
other gets what Is left after the tax is pald without any ex-
ertion on his part. This is particularly trne when a large
exemption Is allowed and a small rate of taxation applied
until the property reaches into many millions,

Mr. President, an objection often made to this kind of a tax
is that the Federal Government ought to leave it to the States.
There is no logic whatever to this objectlon. The only au-
thority in our country that ean properly levy such taxes with-
out hardship upon anyone and without discrimination is the
Federal Government. If the Federal Government does not
levy the tax and it-is left to the States, we will find the States
competing with each other by offering reduced taxation to
milliénaires in their efforts to get them to locate within their
borders, and the logical ontcome will be that no State will
levy much of any inheritance tax. Florida, which has adopted a
constitutional amendment to exempt property owners from
this kind of tax, is an illustration. This is simply a bid to
wealthy men who want to avoid taxation in their States to
locate in Fiorida. But it is a game that every State in the
Union can play; and when they all get into that condition, the
result will be no such tax, and if this tax which falls upon
millionaire estates is entirely abandoned, it means that those
who are poer must pay that much meore in taxation. I wounld
have no objection if the law provided that a very large amount
of the Federal tax should be paid over to the States, because,
as I shall show later, the community in most eases has con-
tributed very largely to the accumulation of the fortune.
Later on, Mr, President, if I do not devote too much time to
some other phases of this amendment, I shall take that ques-
tion up again and discuss It in more detail.

OBJECTS OF INHERITANCE OR ESTATH TAXES

ﬂAﬂ taxation of inheritances or estates has two objects in
ew:

First. To ralse revenne. The amount of revenue that can
be raised in this way is enormous. If progressive inheritance
or estate taxes were levied with a large exemption, the only
estates which would pay them would be those estates which are
very large. This is justified, because it is conceded that taxes
gshould be levied where the burdens would be the lightest.
The amount of such taxes would vary more than other taxes,
because of the uncertainty of human life, and the number of
owners of large estates who might die in any one particular
year; but the income from a series of years would be exceed-
ingly large and would lighten the burdens of those upon whom
taxation bears down heavily.

Second. The second object of such a tax is the prevention
of the entailing of large fortunes. Such a tax would not inter-
fere with the handling of a fortune so long as its owner lived,
but when he had passed on it would take a portlon of the
fortune and give it to the State—the public, which, as a matter
of fact, almost universally has done something in the accumn-
lation of the immense fortune. Most all of the large fortunes
have been accumulated by men who have had governmental
favor in one way or another. Ar. Astor, who died several
years ago, the possessor of nearly $100,000,000 worth of prop-
erty, obtained most of his property by inheritance. The origi-
nal investment in New York real estate was comparatively
small,

Every laborer who helped to lay a pavement In the street
and every man who built a little home in the vicinity did hls
share toward making this property valuable, The value was,
in fact, created by others; it was the toil and the sweat, the
labor and the sacrifice, of millions of citizens that made him
many times a millionaire. Bo what injustice can there be, after
he has used it during his lifetime, to say that the publie shall
get a portion of it back?

Mr. Melion, one of the wealthy men of the world, obtained a
very large portion of his wealth by virtue of a protective tariff
upon the output of his factories. It was by the laws of his
country that he was thus enabled to accumulate many millions.
It was by reason of the laws that permitted the sale of intoxi-
cating liquor throughout the country, through the method of
licensing, that he was able to add much to this fortune by the
gale of whisky. No one is trying to take this property away
from him; but would it not be fair if the Government, under
whose laws he was enabled to build this immense accumulation
of property, should, after he has finished with it, take a portion
of it tdo relieve the taxation of those who have not been thus
favored?
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Every economist of any repute concedes that the entailing
of large fortunes, if unrestricted, will eventually bring hardship
upon the eountry. The prevention of such accumulation ought
to be the object of all legislative assemblies having jurisdiction
of the question. The accumulation of the property of the coun-
try into the hands of a few brings additional toil and additional
suffering into the homes of the many.

Moreover, there is a limit beyond which money can buy either
comfort, luxury, or pleasure. The man who Is worth a hundred
million dollars can not possibly buy anything that will add to
his happiness, his comfort, his pleasure, or his luxury that can
not be equally and easily purchased by the man who has only
a million dollars; and if one is to inherit an estate of $100,-
000,000, with the accumulation of which he had nothing to do,
and who has therefore no legal right whatever to it, how can
lie complain if, instead of giving him $§100,000,000, the Govern-
ment, under whose laws it was possible to build up such a
fortune, takes one-half of it, thus leaving him $50,000,000,
which he can not possibly spend for any legitimate purpose
during the longest lifetime known to history? He Is still left
with more money than he ean possibly use—more money than
anybody ought to have. It is more money than anybody ought
to have, for it simply means that, because of the accumulation
of so much money in the hands of one man, there are thousands
of others who do not have enough to make both ends meet.
The accumulation of wealth in such large amounts is unneces-
sary, contrary to good public policy, and, if unchecked, will
eventually bring ruin to any country that permits it, It will
not be long until a very few people will have all the property
and the vast multitude of honest people will in effect be slaves.
Frequently, too, the inheriting of large fortunes means dissipa-
tion, wicked living, drunkenness, and the spending of money1
for disgraceful and unpatriotic purposes. It destroys initiative
and makes worthless citizens of many people who would other-
wise help to make the world better and happier; and it is no
answer to say that such disreputable and reckless living will
of itself distribute the big fortunes, That is not the way they
should be distributed. That is not the honorable way for cut-
ting them up; but, on the other hand, it leaves in its wake |
disgrace and an example of selfishness and greed.

Mr. President, I wish to read some extracts into the REcorp
from Mr. Mooring, who appeared before the House Ways and |
Means Committee, representing the American Farm Bureau |
Federation, which, as we all know, is the largest organization |
of farmers in the United States. It would be interesting |
indeed to read his argunment in its entirety, but, since the time
is limited and others perhaps desire to discuss this amend-
ment, I will only read some extracts. For instance, he says:

Whenever a tax proposition or a tax question is considered by a
farming interest almost always the first thought is, how will the
inecidence of that tax effect the general distributlon of the tax bur-
den? And that can be decided or determlned only by considering
the entire revenue system of the country. It is true that we
have separate governments; the States are sovereign and separate
from the Federal Government; but it 1= equally true that one
citizenship must bear the entire burden of the tax. Hence, If yov
have in view the determination of the burden borne by the different
classes of cltizens you must conslder all taxes—State, local, and
Federal,

And in determining that general burden of taxation, you must fix
gome standard. That standard which we think is the correct standard
Is the ability to pay the tax measured by Income. If that standard
Le used, and if all taxes be taken into consideration, we think that
no one denfes that the farmer is relatively bearing a greater burdep
of taxation than any other industrial class.

I think, Mr. President, that statement of this representative
of the farmers before the committee is conceded by every-
body—that, taking the taxing system as a whole, the income
that has been received and the labor that is applied to pro-
duce the income, the farmers of the country suffer more from
taxation than any other class of people.

Personally—

Says this representative—

I do not know of any scientific Investigation or exhaustive inves-
tigation that has been made on this question but what has reached
that conclusion. Probably all of you are familiar with the investi-
gation made by the National Industrial Conference Board. That
reaches that conclusion, and it certainly is not an organization
prejudiced in favor of the farmer.

I 'conclude, then, without further discunssion, that the farmer rela-
tively is bearing at least a full share of the public burden of taxa-
tion,
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Now, when that Is trne, what attitude would he naturally take
toward the inheritance tax—not particularly at this moment as a
Federal tax or as a State tax, but as a tax?

Excluding those who farm for recreation, and having in mind
those who farm for a livelihood, the farmer pays almost no Inherit-
ance tax. If that tax is abandoned as a source of revenue it is n
mathematical certalnty that his relative burden must be Increased,
Therefore the farmer as a generalization, is in favor e an inher-
ftance tax provided the inheritance tax !s In itself a just tax, and
provided it is a legitimate source of revenue,

In other words, he makes the argument, which can not be
denied, that taking taxation as a whole, although the man
who toils and farms for a livellhood under existing statutes
pays but little inheritance tax as a matter of fact if this tax
is removed from those who do pay it and those who can pay
it, it must necessarily follow that all other classes, including
the farmer, must in some way or other pay additional taxa-
tion. From that conclusion of Mr, Mooring I think there is
no escape.

We think—

Speaking from the point of view of the farmers, now—

We think that an inheritance tax is a just tax for several remasons,
In the first place, an inheritance, as an economic conception, is an
income. It is true that the Federal Government does not treat the
inheritance in the same tax law, exacily. It provides for it sepa-
rately. But that does not alter the character of an inberitance. It
is just as much Income to the recipient as it would be if he got it
from some other source, and it is unearned income, generally speaking.
There are cases, of course, where a man's wife and his children have
helped him accumulate what he has, but usually their peculiar position
is taken care of by llberal exemptions. &

The general proposition may be stated, therefore, that an Inheritance
occupies the place of an unearned income.

There is no fairer tax than a tax on unearned income, The farmer,
the merchant, the manufacturer, the owners of railroad securities,
and of public-utility securities all risk their money, give thelr time,
and give their labor to earn what income they can. The recipient of
an inheritance does not give anything. Now, It seems to us that if
we must tax somebody we ought not to tax those who furnish all the
labor and time and risk and let the man who does not do anything
but recelve go tax free.

So it seems to me that it can not be successfully disputed that an
inheritance tax is eminently a just tax, It is a just tax for another
reason. The intangible property, under the property-tax luws of the
States, generally contributes but a very small amount to the cost of
government. That has been a problem with State officials ever since
I have been conmected in any way with taxation—now more than a
quarter of a century. It bas been a problem how we could reach
intangible property. It is a problem that has never been satis-
factorily solved. It does not seem, then, more than simple justice
that on the death of the owner of intangible property that property
should, for once at least, contribute a falr share toward Government
expense.

So I think, gentlemen, without going any further into that phase of
the subject, that I am justified in concluding that the inheritance tax is
a just tax and a legitimate source of revenue.

Let us stop right there and consider this farmer’s argument
and see how just, how fair, and how invinelble if is. Speaking
now of intangible property, he ealls to our attention some-
thing that all students of the subject well know—the difficuliy
of taxing intangible property because of the practical impossi-
bility of reaching if; and the result is that much of that prop-
erty goes tax free. KEvery legislature in the Union, every
civilized government in the world, has been trying to devise
some means by which intangible property would be compelled
to pay its just share of the expenses of government. Iere is a
method that, even without any hardship to the man who earned
it, will provide for taxing intangible property at least once,
and that is when the man is dead. Then this property comes
to the surface.

Mr, President, I remember reading some time ago of four or
five large estates, aggregating many millions, one of them over
$50,000,000, in the great city of New York. They were being
settled, and it was discovered that the man whose adminis-
trator or executor had gathered together more than $50,000,000
worth of property had been for years paying a tax on only
§25,000 worth of property. If there were no inheritance tax,
it would escape taxation forever. The inheritance tax, there-
fore, reaches property that everybody concedes ought to be
taxed, and the ingenuity of civilized men from the begluning
has been trying without success to devise a way to tax it. It
is conceded, however, that an inheritance tax will reach it,
and I do not understand how anyone can contest the proposi-
tion for a moment.
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Mr. Mooring says, further on:

We belieye, Mr. Chairman, that the Btates are utterly unable to
handle the inheritance tax under present conditions. You have, of
course, the example of Florida; the recent example, as I understand
it, of Nevada; and possibly Georgia has modifled its law gince the
Florida constitutional amendment was passed,

The CHAIRMAN, We have the District of Columbia also.

Mr, MooriNg. We huave the District of Columbia and Alabama
already ; yes, gir. And I might say, from my own home experience,
that the actlon of Florida hae already prevented Alabama taking Into
conslderation, as it should do, the question of inheritance tax. The
movement was started by me there a short while ago, and that was
the objection that was there met with in the missionary work that
I was trying to do, and that objection I was unable to answer. There
is mo probability at all of Alabama adopting an inheritance tax so
long as its neighbor, Florida, Is In the situation In which it is.

I think, Mr. Chairman, that about covers all that I had in mind
to say. e belleve that the Federal Government should retain the
tax, and we suggest—which suggestion is, so far as I know, original
with ourselves, but which, while we did not antlcipate it, has already
Leen brought to the attention of the committee—that the credit of
25 per cent be increased to mot less than 756 per cent.

He reaches some conclusions later on. They are numbered

and are as follows:

1. That under the combined tax systems of the States, their local
government units, and of the Federal Government the farmer is bearing
more than his fair share of the public burden ;

2, That the abandonment of the estate tax, which falls more lightly
on the farmer than on other industrial classes, would relatively in-
crease the farmer's burden ;

3. That the inheritance or estate tax is In itself just, is a legitimate
source of revenue, and should be preserved at its highest degree of
usefulness ;

4, That it can be so preserved only through the aid of the Federal
Government ; and .

b. That, therefore, the Federal estate tax should not be repealed.

Mr. President, I have here a great deal of testimony on this
subject, which, if I have time, I can read; but I want at this
time briefly to discuss the question of repealing this law be-
cause we want the States to handle it.

If that were practical I would not seriously quarrel with my
brethren about it. If all property in the United States were
fairly taxed and paid its just share, hore its fair burden, even
though in one instance the tax were contributed to the State
and in the other case to the Nation, if it were fair, if it could
be equalized, I would not make any serions contention; but it
seems to me, from the very nature of things, Mr, President,
that there is only one power on earth that can levy a fair estate
or inheritance tax, and that is the Federal Government.

The idea of getting uniform inheritance tax laws throughout
the States is, to my mind, absolutely unworthy of serious con-
sideration. To me it stands before us as an absolute impossi-
bility. No man has yet devised any scheme or suggested any
plan that has behind it any force that can induce all the States
to levy the same inheritance tax.

The result will be that States will bid against each other for
men of great wealth to settle within their borders, and we will
have, as we have now in Florlda and a few other places, a sort
of millionaire tax-exempt refuge. We are golng to establish,
if we repeal this law, a refuge for untaxed millionaires, just
as we have already provided by law a refuge for birds and
animals where they will be safe from hunters. That means,
therefore, that in self-defense the States will be compelled at
least to lower, if not entirely to abandon, inheritance taxation
as a method of raising revenue.

The newspapers have been full of accounts of men going from
one State to another. I personally know guite a number of
men who have gone to Florida and loeated there in their old
age, principally, as some of them have admitted to me, in
order to take with them their accumulations of a lifetime that
they have acquired elsewhere, and let them be safe from the
taxgatherer at the time of their deaths.

I am not now finding fault with the man who does that. I
am not complaining. I never do complain when a man does
something that is not in violation of law, that is legal. I
could call to the attention of the Senate a great many instances
where men have moved from one State into another to avoid
the payment of high taxes, and often these men, after they
have accumulated their fortunes, after they are about to retire
from active business, gather together their property and go
to one of these refuges of tax-exempt millionaires, just as the
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old lady or the old man goes to the home for the aged, to live
and to dle without paying anything at the time of death.

Do we want to do this, Mr. President? Do we want to
encourage this contest between the States to see which can
make itself most desirable as a place for men of great wealth
to settle in order to escape taxation? Is there any other con-
clusion that ean come from this kind of legislation?

Before this question came up at this session there was a
great agltation all over the country for the repeal of the Fed-
eral inheritance tax. Tax clubs were organized everywhere,
The governors of States, induced by the selfish idea that their
States were going to lose something, went into the clubs. They
came here by the dozens and appeared before the Committee on
Ways and Means of the House of Representatives asking, to
begin with, that the tax be repealed. Many of them knew
but very, very little about the question, as the record will show.
They were members of tax clubs. They could not tell who
else were members or how the clubs happened to be organized,
but there were such things as tax clubs, and the only thing
they did know was that they wanted to have the Federal in-
heritance tax repealed, Many of them undoubtedly honestly
believed that if we did repeal it their respective States would
be gainers, and many of them, when their attention was called
to what would happen if that were done, frankly admitted, in
substance, that they did not understand it and that they had
not before had ealled to thelr attention the results that would
certainly follow if their requests were granted.

While I am on the question of the farmer, I want to have
read at the desk an editorial which takes up that phase of the
question, an editorial printed in the Nebraska State Journal,
a paper of the great midwest, in which attention is called
to the interest the farmer has in this particular proposed legis-
lation. I ask that the clerk read the editorial.

The VICE PRESIDENT. The clerk will read.

The Chief Clerk read as follows:

A MANY ANGLED ISSUR

The Nebraska delegation to the Corn State conference will bear in
mind, let us hope, that the equalizing of agriculture 1s not to be
attained by any single measure. The conference will be mainly In-
terested, no doubt, in devices for handling the farm surplus.

It is the export surplus that puts the farmer at the mercy of foreign
competition. That surplus forces him to sell all his crop at the for-
eign price level while our tariff laws force him to take In exchange
for his crops goods at the higher “ American™ price. This is the
farmer’s worst handieap. The conference will be right in giving this
matter its main attention,

But this isn't all or nearly all. There are other ways of dlserimi-
nating by law against agriculture, and one of these is in process at this
moment. Congress {s now engaged in shifting to agrieulture a burden
of Federal taxes which belongs on a stronger back.

The repeal of the inheritance tax which the Senate Finance Com-
mittee has voted is of this effect. This tax takes for public use, on
the death of the owner, a share of the huge estates which have been
bullt up in the flelds of manufacturing industry and finance. Govern-
ment policies have helped accumulate these estates. The agricul-
tural sections of the country have been drawn upon along with the
rest in accumulating these estates. Nothing could be fairer than a
Federal tax on these estates, Yet Congress is threatening to repeal
that tax. The taxes these estantes are relieved from paying will have
to be pald by somebody. BSince at the same time Congress is drastically
reducing the taxes on the higher incomes, the taxes thus remoyed
from industrial shoulders will be shifted largely to agriculture through
the heavy indirect taxes which agriculture pays.

With the nonagrienltural districts deliriously prosperous and agrl-
culture notably depressed, Congress moves to lift taxes from the
stronger and lay them upon the weaker. Congress does not realize,
perhaps, that it is doing this. It has been so long the habit of Wash-
ington to legislate from the viewpoint of industrial and financial in-
terests that it may not know there are other interests to think of,
The West itself has too long consented to be ignored, If the coming
Corn State conference ig to speak in spirit and in truth for the busi-
ness interests subsidlary to agriculture, it will give Congress a jarring
reminder of its oversight. Not only in measures for handling the
farm surplug but in the pending antlagricultural tax legislation is
agriculture Interested.

Mr. NORRIS. I received through the mail this morning a
eriticlsm of something T said here, and also a criticism of what
the Senator from Idaho [Mr. Boran] said, about this bill. I
send the letter to the desk and ask the clerk to read it. Tt deals
directly with this question of the farmer and the inheritance
tax.

The PRESIDING OFFICER (Mr. WHEELER in the chair).
The clerk will read. ;
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The Chief Clerk read as follows: :

New York Crry, February 9, 1926,
Hon, Groree W, NORRIS.

Dear Siz: What do you and Senator BorAH mean by saying that
the tax reduoction bill will not be of any benefit to the 30,000,000 living
on our farms?

Do you not know that the $100,000,000 saving to the reciplents of
great incomes wlll enable those fortunate persons to establlsh at least
100 new golf courses, thus providing a use for many abandoned farms?
Many of the former farmers will be able to get work as laborers on the
work of constructing these courses, while thelr sons will get jobs as
caddies,

Help the farmers? Of course the farmers will get lower rallway
frelght rates, lower Interest charges, and cheaper goods Just as soon as
the Mellon gang get rid of a large percentage of their taxes.

Very truly yours,
WHIDDEN GRAHAM,

Mr. NORRIS. Let me devote just a little time now to the
retroactive feature of this amendment. As I stated in the be-
ginning, this amendment not only repeals the inheritance tax,
but it provides for repayments to the beneficiaries of estates
where taxes have already been collected, and if they have not
already been collected, then the forfeiting of one-half of them.
To my mind that proposition is so astounding, so remarkable,
and so revolutionary, that it can not receive serious considera-
tion at the hands of any legislative body with a view to passing
it. If we adopt this amendment we will write into the law an
apology to dead men for having taxed their estates when they
died. We propose to return millions and millions of money to
their beneficiaries.

What excuse can we give for that provision? It was first
put in by the Committee on Ways and Means, and there was
such a rising storm of indignation among the membership of
the House and over the country that the committee of its own
accord took the provision out. In other words, we say to
these large estates, “ We are going to forgive yon the money
that you now owe.” It is just the same, in legal effect, as
though in our appropriation bills we provided for direct ap-
propriations to these estates of millions and millions of dollars.

I have here a partial list of estates which would be affected
by this. I will put the entire list into the Recorp, but I will
read just a few of them, giving the name of the decedent in
each case.

Frank H. Anderson, over $5,000,000; Frederick F. Ayer, over
$10,000,000; Anne H. Benjamin, over $15,000,000; Norman
Bridge, $5,000,000; William A. Clark, $41,000,000; Mai Rogers
Coe, $16,000,000; another one of $9,000,000; James B. Duke,
$75,000,000. All these are to get the money back.

Mr. BORAH. They did not pay $75,000,000, did they?

Mr. NORRIS. No; but they are taxed on that amount under
the present law, and they will get back one-half of what they
paid under this amendment we are to vote on at 4 o'clock.

I ask that this list be printed In the Recorp.

There being no objection, the table was ordered to be printed
in the Recorp, as follows:

Partial list of estates exceeding 35,000,000 tarable under the act of 192}

Estate of— Amount Died
Anderson, Frank E $5, 727,736, 48 | Dec. 15,1024
Axer; Frateeiol Xo o r o o RS 10,463,973.68 | June 91924
Ben] ) U R e S e L 15,448,975, 12 | Sept. B, 1924
Briaae, Bl orrimn it e e e 5,063,887.72 | Jan. 10,1925
Clark, William A _ 41, 000, 000, 00 | Mar. 21925
Coe, Mai Rogers 16, 238, 000,00 | Dec. 28, 1024
Cornlng, Ephralm. ... oo e 9,003, 432 88 | June 25,1924
Duke, James B Lo R 75,000, 000.00 | Oct. 10,1925
5,338,377.16 | Aug. 29,1024
11,753, 820. 84 | July 17,1924
10,844, 986, 44 | Sept. 28,1024
22,163, 687. 13 | Bept, 16, 1024
6, 682,375, 53 | Sept. 4,1024
9,523,223.34 | Aug. 24,1024
19, 550, 000. 00 | Ang. 19,1925
& g’f% ﬁ g::t' 6, 1025
o 7 . 26,1024
8,453,073.83 | Oct, 23,1924
6,188, 167. 87 | Oct. 12,1924
7,879,224 24 | June 28 1024
ne, Henry R...__.. 5,321,064 45 | Oct. 15,1024
Wellington, Wm, H , 5,704,308, 81 | Feb. 12,1925
WInEhrop; Kate W ot oot o e 13, 274,638.45 | June 7,1925
‘Woolworth, Jennie 59,738, 852. 80 | Nov. —, 1025

Mr. SIMMONS. Mr. President——

The PRESIDING OFFICER. Does the Senator from Ne-

braska yield to the Senator from North Carolina?
Mr. NORRIS. I yield.
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Mr. SIMMONS. The Senator is entirely mistaken in saying
that these taxes have been paid. As a matter of fact, if he
will inquire of the actuary, he will discover that a very small
part of these taxes have been paid.

Mr. NORRIS. That is what I sald, that they are not all
pald; but they are all due. It is all an asset of the Govern-
ment. If a man owes the Government a million dollars, which
he has to pay within the next year or so, and which belongs
to the Government, which is one of the assets of the Treasury
of the United States, I do not know that there is much differ-
ence between glving him back his note—for it 1s the equivalent
of his giving a note—and appropriating that much money out
of the Treasury, because that is what it would mean.

Mr, SIMMONS. I know the Senator does not wish to mis-
state the amendment, and I do not think he quite understands
it. The amendment to which he refers applies to the act of
1924. The act of 1921 provided for a 25 per cent maximum.
The act of 1924 provided for a 40 per cent maximuom. The
bill, as it passed the House, provides for a 20 per cent maxi-
mum. The Finance Committee proposes to put into operation,
during the life of the act of 1924, the 1921 rates.

Mr. NORRIS. I understand, There is no dispute about
the facts. .

Mr. SIMMONS. I thought the Senator probably did not
have that quite accurately in his mind.

Mr. NORRIS. I did not misunderstand It.

Mr. SIMMONS. I wish to say to the Senator that, so far
as these estates to which he refers are concerned, there are but
few, I am advised, the taxes of which have already been paid.

Mr. NORRIS. Very well

Mr. SIMMONS. It is expected that the Government will
collect under the provisions of the pending bill about $430,-
000,000 or $440,000,000. I do not remember the exact amount,
but nearly all of it will be paid hereafter.

The Senator referred to the Duke estate. The Senator said
the Duke estate wonld pay $75,000,000.

Mr. NORRIS. No; I did not say that. I did not say the
Duke estate would pay $75,000,000, I answered a question of
the Senator from Idaho by saying that the amount of the
estate was $£75,000,000.

Mr. SIMMONS. Probably that is correct. But the amount
that the Duke estate would pay to the Federal Government,
as- I understand from the executors, of whom I inquired,
would be about $15,000,000.

Mr. NORRIS. And with the pending amendment In the
law it would be about $7,500,000.

Mr. SIMMONS. Oh, no, Senator. Under this amendment
it would be about $15,000,000, as I understand it.

Mr. NORRIS. That the estate would still have to pay?

Mr. SIMMONS. Yes,

Mr. NORRIS. How much would the estate pay if we did
not have the amendment in the law?

Mr. SIMMONS, It would pay the difference between 25
per cent and 40 per cent.

Mr. NORRIS. Can the Senator give it to us in dollars?

Mr. SIMMONS. No; I can not.

Mr. NORRIS. In other words, under the law as it existed
when Mr. Duke died the estate was taxed at a maximum of

40 per cent?
Mr, SIMMONS. Yes.
Mr. NORRIS. Under the committee amendment the Sen-

ator said that the Duke estate would only pay 25 per cent.

Mr. SIMMONS. Yes.

Mr. NORRIS. That is all right. I think we understand the
facts.

Mr. SIMMONS. I am not sure whether the figure which I
gave applies to the 40 per cent rate or the 25 per cent rate.
That is what I was told the Duke estate would pay.

Mr. SMOOT. I think it would be under the 40 per cent
rate.

Mr. SIMMONS. I am inclined after reflection to think it is
the 40 per cent rate. The. Duke estate will also pay, I think
it is, about $3,500,000 to the seven Btates in which Mr. Duke
had his property.

Mr. NORRIS. Yes.

Mr, BORAH. That Is the aggregate they would get under
the 40 per cent rate.

Mr. NORRIS. There is no dispute about the facts. Now I
want to ask the Senator from North Carolina a question.
Under the will of Mr. Duke, as I understand if, there is a
Methodist college in North Carolina that gets the residue?

Mr. SIMMONS. No; the Senator s mistaken.

Mr. NORRIS. What is that provision?

Mr. SIMMONS. The Methodist college of which he speaks
is what is now known as the Duke University.
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Mr. NORRIS. All right, Duke University. That is a Meth-
odist institution, is it not?

Mr. SIMMONS. Yes; that is a Methodist institution,

Mr. NORRIS. That is the reason why I called it a Metho-
dist college.

Mr. SIMMONS. But Duke University does not get all of it.
That institution gets only a part of it.

Mr. NORRIS. I understand that.

Mr. SIMMONS. That institution gets omly about 10 per
cent of it.

Mr. NORRIS. The Senator must let me ask my question.
He is not answering my question.

Mr. SIMMONS. I am trying to do so.

Mr. NORRIS. I want to have the Senator tell me how much
more Duke University, if he prefers to call it that, would get
if the amendment of the committee is agreed to than it would
get if the committee amendment were rejected?

Mr. SIMMONS. My understanding is that the Duke Founda-
tion fund would get about $£3,000,000 or between §3,000,000
and $4,000,000. The university would get something like 10
per cent of that amount. Will the Benator permit me to
explain that?

Mr. NORRIS. All right.

Mr, SIMMONS. The Senator said that thls bequest is for
a college. It is for an institution that was a college and is
now a university.

Mr. NORRIS. It had to change its name because of a
provision in Duke’'s will, did it not?

Mr. SIMMONS. No. Mr. Duke, during his lifetime, estab-
lished an endowment fund of about $40,000,000. A good part
of that fund went to a university into which Trinity College
was converted—not all of it, but & good part of it. In Mr,
Duke’s will he provided that after all of his taxes were paid,
Federal and State, the residue of his estate should go one-
third to his daughter and two-thirds to the Duke endow-
ment fund, and that 10 per cent of that endowment fund,
as I remember it, should go to Duke University. A part of
the balance of the endowment fund goes to the establishment
in North Carolina and Bouth Carolina of a great hospital
Another part of it goes to the establishment in variouns sec-
tions of those two States of hospitals or is to be distributed
for the purpose of maintaining beds in hospitals for the sick.
It is estimated that the fund will provide for 25,000 sick
people at all times. Another part of that fund goes to super-
annuated ministers of all denominations, as I recall it.

Mr. NORRIS. And the whole fund as a matter of fact, if
the committee amendment is agreed to, will go to the benefit
of superannuated millionaires,

Mr. SIMMONS. I, of course, do not understand the Sena-
tor's observation.

Mr. NORRIS. I would like to have the Senator answer
my question. How much more money would go to this college
in dollars and cents if the amendment is agreed to than would
go to it if the amendment were defeated?

Mr. SIMMONS. I have answered the Senator——

Mr. NORRIS. The Senator has not told the amount, .

Mr. SIMMONS. I have answered the Senator that it was
estimated, as I understood it; that the saving to the founda-
tion fund by the adoption of the amendment would be between
$8,000,000 and $4,000,000, and Duke University would get about
10 per cent of that fund. It is a matter of simple mathemati-
cal calculation. The balance of the fund goes to hospitaliza-
tion for the sick and to superanuuated and indigent ministers
of the gospel.

Mr. WALSH. Mr. President, may I inquire of the Senator
whether that provision likewise is restricted to North Caro-
lina?

Mr. SIMMONS. No; it is restricted to North Carolina and
South Carolina.

Mr. WALSH. To North Carolina and South Carolina?

Mr. SIMMONS. Yes; and if there is an additional fund or
a surplus fund, it goes to any other State in which the directors
of the foundation may see fit to send it.

Mr. WALSH. It is specifically provided that it shall go to
the benefit of those classes in those two States?

Mr. SIMMONS. Primarily; yes.

Mr. WALSH. And in any other States where the directors
may see fit to send it?

Mr, SIMMONS. If there is a surplus.

Mr. WALSH. 8o the fund is increased by something like
$3,000,000 if the amendment is agreed to?

Mr. SIMMONS. Yes.

Mr. WALSH. And 10 per cent of it goes to the university?

Mr. SIMMONS. That arises in this way, if the Senator
from Nebraska will pardon me the further interruption.
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Mr. NORRIS. I do not want to take all of the time up to
4 o'clock, however, I hope the Senator will not consume it all,
because it will be charged to me.

Mr. SIMMONS. Under all the laws we have enacted we
have exempted from this tax bequests or donations to charity,
education, and similar purposes. The burden of the whole
tax upon the Duke estate is thrown upon the fund that is
given to charity. The reduction of the rate to 25 per cent
from 40 per cent would relieve this charitable fund of that
much of the tax that it otherwise would have to pay.

Mr. NORRIS. Now, Mr. President, I would like to proceed.
However, let me first ask the Senator whether this educational
Institution is not the Senator's alma mater?

Mr. SIMMONS. Yes; and likewise my colleague’s.

Mr. NORRIS. I want to proceed just a little while now.

Mr. SIMMONS. If the Senator desires to make a personal
matter of this——

Mr. NORRIS. Oh, no; not unless the Senator from North
Carolina wants to do so.

Mr. SIMMONS. I have not since my entrance into the
Senate indulged in accusations with reference to personal
motives.

Mr. NORRIS. Oh, no. There is nothing personal in it with
me, I will say to the Senator. He will find that out as I pro-
ceed. I have no feeling whatever about it.

Mr. LENROOT. Mr. President, may I say to the Senator
that the Duke estate was $75,000,000, and the adoption of the
Benate amendment will save the estate, or the beneficiaries of
the estate, $10,000,000 in round numbers.

Mr. NORRIS. Did the Senator make a ecalculation as to
how much the college gets?

Mr. LENROOT. If they are to have two-thirds, it would be
about $6,000,000 to the foundation and 10 per cent of that to
the college.

Mr. NORRIS. That would be $600,000.

Mr. SIMMONS. The Duke Foundation has to pay all ofthe
taxes of the estate. :

Mr. LENROOT. I did not understand that.

Mr. BIMMONS. Yes. It even has to pay the taxes upon
the one-third that is given to the daughter. —

Mr. LENROOT. Then the Duke Foundation will save the
full $10,000,000.

Mr. NORRIS. It will save the full amount.
Foundation will save $10,000,000.

Mr. SIMMONS. If the amendment is agreed to, it will pay
25, per cent instead of 40 per cent tax.

Mr. LENROOT. Assuming that $75,000,000 is the amount of
the estate, the 40 per cent would apply to $65,000,000, which -
would be $26,000,000. On the 25 per cent rate it would be
$16,000,000,

Mr, SIMMONS. But the Senator does not take into consid-
eration, does he, that of the bequest to the Duke Foundation
one-half is given to charity?

Mr. LENROOT. No; I did not know abount that.

Mr. SIMMONS. And it has to pay no tax at all.

Mr. LENROOT. That is something I did not take into con-
glderation.

Mr. SIMMONS. A large proportlon of the $75,000,000 goes
to charity and under the laws of the United States, which ap-
plied to Mr. Duke as they apply to everybody who gives to
charity, that sum does not have to pay any tax at all

Mr. LENROOT. I want to be fair. I did not take that into
consideration at all.

Mr, SIMMONS.
standing.

Mr. NORRIS. I have no doubt of that.

Mr. SIMMONS. One of them is Mrs. Duke herself and the
other two are leading business men. Both of them eame origl-
nally from my State.

Mr, NORRIS. That is a good recommendation for them.

Mr. SIMMONS. They have told me that they made the cal-
culation, and that is what the amounnt will be.

Mr. NORRIS. I am willing to concede they are perfectly
honest, perfectly religlous, perfectly moral, perfectly consecien-
tions. I am making no charge against anybody, but the bare
fact comes back to us that we are going to legislate here to for-
give a tax against the Duke estate, and in round numbers sey-
eral hundred thousand dollars of that benefit will go to the
college. A couple of millions of it at least will go to the Duke
Foundation, and will go there just exactly the same as though
we made the direct appropriation from the Treasury of the
United States. It Is our money. It belongs to the Government
of the United States whether it has been actually paid or not.
If it has been paid, we are going to give it back. If it has not
been paid, we are going to forgive the debt.

The Duke

The executors are persons of very high
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Mr. SIMMONS. Mr. President——

The PRESIDING OFFICER. Does the Senator from Ne-
braska yield to the Senator from North Carolina?

Mr. NORRIS. Yes; I yleld.

Mr. SIMMONS. I think the Senator is doing an injustice.
The Senator does not mean to state that the Duke estate is the
only estate in the country that will get the benefit of this reduc-
tion? Besides, I remind the Senator that we have always
exempted from this estate tax bequests to charity, education,
and the like. How unjust appears therefore the Senator’s
strictures on this effort to relieve the charitable and educa-
tional bequests of Mr. Duke of a part of the highly excessive
rates of the 1924 act, which were never before imposed and
probably will never again be imposed. The Senator talks about
the partial relief of the Duke bequests as if the Duke estate
were the only estate to be affected.

Mr. NORRIS. I have not said anything of that kind.

Mr. SIMMONS. It is not alone the Duke estate that will get
the benefit of the reduction.

Mr. NORRIS. I have not said anything of the kind. In
faet, I was reading a list of estates, and when I got to the
Duke estate the Senator interrupted me, and I have not been
able to get any further from that time to this because he insists
on talking about the Duke estate, and I am perfectly willing
to talk about it, too.

Mr. SIMMONS. I interrupted the Senator because the Sena-
tor had made, as I thought, a misstatement about the amend-
ment and had made a misstatement about the amount of taxes
the Duke estate would pay. I understood him to say the
amount the Duke estate would have to pay would be §75,000,0600.

Mr. NORRIS, No; I did not say that. It only took a mo-
ment to correct that statement.

Mr. SIMMONS. If the Senator will pardon me further—

Mr. NORRIS. Yes; I will let the Senator go on. If I make
a misstatement I want to be corrected, but it is not anything
for the Senator to say, “Oh, there are other estates” Of
course there are. If I could use all the time between now and
4 o’clock, when we are to vote, I could tell about a lot of others.

Mr. SIMMONS. I thought that the Senator was trying to
make It appear that I am favoring the amendment because of
the Duke estate.

Mr. NORRIS. No.

Mr. SIMMONS. I favor it on just the same principle that
actuates me when I contend that when we make a reduction
in the income tax for 1926 we ought to give the taxpayer the

benefit of it on his Income for 1925, the return for which he

will shortly make.

There is no reason on earth why the charitable and educa-
tional bequests of Mr. Duke, who happened to die within the
period between 1924 and 1926, should be compelled, as would
be the case under the rates of the 1924 act, to pay a rate of
Federal taxation "higher than any ever paid before by any
estate, and higher also, most probably, than any estate will
ever pay hereafter within the lifetime of those who are now
writing the Nation's laws.

The Benator does not seem to realize that we went to the
very peak of taxation in the act of 1824; we went to 40 per
cent. The House of Representatives is now proposing to cut
that rate down to 25 per cent, and, Mr. President, T can not
see why, under the practice which we have heretofore pur-
sned with reference to these matters, we should not give the
estate of decedents dying during that period some benefit of
this reduction.

Mr. NORRIS. I have no objection-to the Senator making
the argument—that is a speech he has a right fo make—but
in all due courtesy he ought not to try to make it while I
have the floor and have his time charged to me. I do not
want to keep the floor until 4 o'clock, but the Senator will
compel me to do it, because he insists on doing all the talking
while I have the floor. I have not charged anybody with bad
faith, and there would be no suspicion of bad faith unless
Senators protest too much.

Mr, SIMMONS. Mr. President, I thought the Benator was
trying to put me in a position of favoring this reduction on
account of its effect upon the Duke estate, when the fact is
I favor it on principle. Of course, the fact that the reduction
will give a measure of relief to the charitable and educational
bequests of Mr. Duke is welcome to me, for the reason that
1 know it is just and fair that such relief should be given.

Mr. NORRIS. Of course, I acquit the Senator entirely of
any motive that is wrong as to the amendment which is here.

Mr. SIMMONS. I will not interrupt the Senator any further.

Mr. NORRIS. But the fact comes home to us, neverthe-
less, that this Is what is taking place right here, and nobody
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can dispute It. If the Senator had not Interrupted me, I
would have read the list of many other millionaires; but he
has taken up 8o much of my time that I am going to print the
list in the Recorp without reading any further, and shall
devote a little tlme, since the Senator has put such emphasis
on it, to the Duke estate and talk about it a little, which
I did not intend to do. I take it as a sample. I do not know
how many others are in the same category.

Here is a college, the Senator’s alma mafer, down in North
Carolina, which, if this amendment be adopted, is going to
get several hundred thousand dollars of public funds, just
the same as though we appropriated the money directly. Here
is a coalltion, a great big steam roller, that is putting this bill
over; a coalition between Democrats and Republicans. We
find under the bill that one of the great institutions, a Metho-
dist institution this time, is going to benefit several hundred
thousand dollars by an amendment, should it be adopted, which
nobody has debated very much, and which many Members of
the Senate do not now know has the effect I have indicated.

What right have we to appropriate money out of the public
funds, several hundred thousand dollars, for a Methodist col-
lege down in North Qarolina, even though it be the alma mater
of the very able and eloguent Senator from North Carolina?
What kind of a combination do we have here between the
Republican leader and the Democratic leader to turn fthis
money over to a Methodist institution? Why are we so par-
tial to the Methodists? What is the reason why we stop at
the Methodist colleges, if we are going to give public money to
such institutions? How is it that the leaders of the coalition
are the benefits of this particular legislation, that
nobody seems to understand, to Methodists? Why do they
leave the Mormons out? Why did not the Mormon Church
get something? Can we conceive of the Republican coalitionist
agreeing that the Democratie coalitionist shonld get this much
for a Methodist college in the South and that there should not
be at some time another agreement of equal right that would
let the other church get something, too?

Of course, there is not any doubt but that it will give great
satisfaction to the Methodists. I have no doubt that this
Methodist college will soon be conferring honmorary degrees
upon these leading coalitionists; we shall have honorary de-
grees conferred upon the Senator from North Carolina [Mr.
Simarons] and the Senator from Utah [Mr. Smoor]. What
kind of a degree will that college give those Senators? I
think it will be “D. R. D. C.,” which translated into plain
English means “ Doctor Republican-Democratic Coalition.”

Why is it that we are goiug to fake this money—Iit is just
the same as taking money out of the Federal Treasury—to help
out a college under the guise of giving something to a dead
man ?

What about the Presbyterians? And, Mr. President, how
about the Catholics? While the Methodists are enabled to
stick their hands into the big pocket of Uncle 8am, are you not
going to let the Catholics put their fingers into his west
pocket, at least? And, then, where does the Ku-Klux Klan
come in? If that great organization is founded upon the high
principle that they do not want any religious institution to
be mixed in the affairs of the Government, why are they not
now at work here with their propaganda against the Meth-
odists?

Mr. OVERMAN. Mr. President, will the Senator yield?

Mr. NORRIS. I yield to the Senator from North Carolina.

Mr. OVERMAN. The Duke foundation fund is not entirely
for Methodist institutions; it is also for Presbyterian institu-
tions and some colored colleges and orphan asylums. TUnder
the residuary clause a portion of this fund is given not to any
particular denomination, but is given to hospitals throughout
North Carolina and South Carolina.

Mr. NORRIS. The Senator is talking about one thing and
I am talking about another, I am talking about the three
or four hundred thousand dollars that go to this college.

Mr. OVERMAN. Which college?

Mr. NORRIS. That Methodist college, the aima mater of the
Senator. He knows what it is.

Mr. OVERMAN. They get a considerable sum——

Mr. NORRIS. That is what I am talking about,

Mr. OVERMAN. The Senator said he was talking about
the Methodists, and I say the Presbyterians get some of it

Mr. NORRIS. I have been told by the SBenator’'s colleague
that this was a Methodist institution.

Mr. OVERMAN, It is a Methodist institution.

Mr. NORRIS. Very well; then, I am right.

Mr. OVERMAN. The Senator is right so far, but when he
says that the Methodists get it all, that is not correct.
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Mr. NORRIS. They get all that goes to their college.

Mr. OVERMAN. They get what goes to the particular col-
lege in question. '

Mr. NORRIS. That is what I am talking about.

Mr. OVERMAN. But other colleges get some of it. The
Senator would have the Senate understand that the Metho-
dists get it all.

Mr, NORRIS.
thing of the kind.

Mr., OVERMAN. That 1s what I understood the Senator
to say.

Mr. NORRIS. The Senator did not correctly understand
me; but what the Methodist college will get will amount to
several hundred thousand dollars; and they are getting what
is equivalent to a direct appropriation from the Federal Treas-
ury. That is what I am protesting against; and I protest
against the exemption of these great estates from taxation
after the owner of the estate is dead. Nobody questions the
law under which a tax becomes due on that estate, but one
of the Senators from North Carolina defends it on the ground
that the law enacted prior to the bill now pending taxed at a
less per cent, and, therefore, we ought to reduce it further,
If that theory of government is true, then we must pay back
all those who paid income taxes under a higher bracket
than they are going to pay under the brackets provided in
this bill, and make it retroactive.

Mr. OVERMAN. Mr. President, will the SBenator yield fur-
ther?

Mr, NORRIS. Yes.

Mr. OVERMAN. My idea and information as to the fund of
which the Senator is talking, and concerning which he says
the Federal Government would lose if the tax upon inherit-
ance should be repealed, is that it goes, in considerable part,
to maintain free beds in the hospitals of the two States I have
mentioned, and that without regard to denomination.

Mr. NORRIS. Before I got into it this far, the Senator's
colleague explained what it was, and I took his explanation.

Mr. OVERMAN. I beg the Senator's pardon.

Mr. NORRIS. That explanation did not quite agree with
the explanation of the junior Senator from North Carolina.
This Methodist college—call it by any other name, if you
desire—gets some of this money, and it gets money that it
would not get from the Federal Treasury if we would refuse
to approve the amendment that is now pending before the
Senate, Every dollar that it gets comes from the Treasury
of the United States, and if we are going to establish the prece-
dent here of paying money out of the Federal Treasury to one
instltution of this kind, then there will be others, and there
ought to be others, coming along to get their share.

Who made the Duke estate, Mr. President? Was it made
by Methodists? Everyone who ever smoked tobacco helped to
contribute something to that immense fortune, whether he
lived In New Jersey or North Carolina; residence makes no
difference. The soclety girl who smoked her cigarette made
a contribution, and the laborer in Ban Francisco working in
the sewer trench smoking his cob pipe had his little tribute
levied, and pald it into the Duke estate. Perhaps he was a
Catholic. 'Would it be right to take money from him to pay it
into a Methodist institution without his consent? There are
millions of men like him all over the United States who have
been smoking “Duke’'s Mixture” ever since there has been
a “Duke’s Mixture,” and every one of them has paid some-
thing to this estate. We would get back some of it under the
law which we enacted, providing for an inheritance tax, in
which every one of the contributors had an interest wherever
he lived, but now we propoge by this amendment to forgive
the tax altggether. It will mean giving back to the Duke
estate milligns of dollars, and not only to the Duke estate but
to other estates, amounting in the aggregate to many times the
Duke estate. Are we going to do it? Can we justify our
course? How many Senators know that that is this bill?
How many Senators who are going back for reelection, when
they are confronted with the question, * You took money out
of the Federal Treasury and pald it to a North Carolina
college,” will deny it?

Now, consider it from the other standpoint, according to
the purpose to which the residue of the fortune is going to be
devoted. It is said that it is going to be used to provide beds
for sick people. If that is true, I suppose if I can make a
showing when I come to pay my taxes that I have egquipped
some beds for poor people in the hospitals I will not be
charged any tax; that I will have my tax forgiven. If I am
a millionaire, and have enongh money, and dle, I presume the
next Congress will come along and say, “ Forgive the inherit-
ance tax in this man's case, because, under his will, the money

I did not say that they got it all or any-
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is going to charity; it iIs going to educational institutions; it
is going to the alma mater of some Senator.”

This is only an entering wedge. If you will give publie
money to a Methodist institution at this time you will give it
to a Morman institution the next time and a Catholie institu-
tion the next time; you will go on and on. The law will say,
“All we ask Is that they leave the money to hospitals or leave
it to schools or use it for charity.”” They would all be willing
to %o it, and they would all do it in good faith, I have no
doubt.

But, Mr. President, we are dealing not with our money; we
are dealing here with the money of the American taxpayer;
we are dealing with their money in the case of the Duke estate,
to which they contributed all over this land, and we ought to
regard it as a sacred trust. We have no right to give it to a
Methodist institution or to any other institution. It was col-
lected, if it has been collected, according to a law that nobody
questions, and because now we are going to say, “ Why, that
law is higher in rate than the law we are going to enact,” we
are going to make it retroactive, so they will not have to pay
g0 much |

Mr. President, I presume this steam roller is golng to go on
over us, and we are going to repeal the inheritance tax. These
coalition fellows are modest. They are too modest. If they
are going to give back money that has been collected in taxes
from millionaires’ estates because the rate when they hap-
pened to die was higher than at some other time in history,
then why should we not say, “After this law is passed there
will be no inheritance tax”? And I suppose, to be logical,
when the next tax bill comes in they will return all the money
and say, “ Why, that is only falr, because the fellow who died
in one year had to pay a tax, but if he had just lived a little
longer and died the next year he wonld not have had to pay
any, therefore we will give it back.” That is the theory, that
we taxed them too high this year. The Duke estate, contrib-
uted by millions of American citizens, was taxed too high.
The estates of these other people were taxed too high. What
about the thousands of other people who were taxed in that
other tax law? e are reducing the taxes on everybody else.
Why do we not say In this law, “ Let us make it retroactive
and return the taxes that everybody paid, or a percentage of
it, so as to put them'on an equality?”

Mr. President, I wonder how long the American people are
going to submit to laws of this kind. I wonder how long it
is going to be before the Amerlcan conselence will begin to be

_shocked. I wonder how long it is going to be before they will

realize that big business is in the saddle in this couniry and
that ft is making demands of Congress and of everybody else
to relieve itself of its just and fair share of taxation, and
that Congress is obeying the mandate; and the people seem
to think 1t is a good thing to do. Tt seems to be popular now.
It seems to be popular to do anything that the millionalire
wants to have done; and that runs from the President clear
down to the janitor, including the legislative branch of the
Government.

I give it a3 my judgment that the Amerlean people have no
idea what is Included in this amendment; and, although they
may remain silent and never say a word, their consciences will
be shocked if they ever find it out. They may never find it
out. I do not know, because what I say will not reach them,
The coalitlon between the two great political parties will pre-
vent it from being spread, and they may never know it: but
if they ever do find out the governmental gin, as I regard it,
that is contained in this amendment, they will rise up in holy
;r?m and render judgment against any man who partieipates

t

Here Is another estate of Henry Adams, over $5,000,000;
another one of Gardner, over $11,000,000; another one of
Hostetter, over $10,000,000; Huntington, $22,000,000; Johnson,
$6,000,000; Lowder, $9,000,000; Lawson, $19,000,000; Morgan,
£6,000,000; Preston, $6,000,000; Sage, $8,000,000; Slocum, $6,-
000,000 ; Spreckels, $7,000,000. These estates are always more
than the round sums; I am not giving the full figures. Here
is the estate of Towne, over $5,000,000; Wellington, over $5,-
000,000; Winthrop, over $13,000,000; Woolworth, over $59,000,-
000, contributed by men and women and children who made
10-cent purchases, contributed by the poor of this country,
contributed, as a rule, by those who are striving to make
both ends meet; and then, after they with their small con-
tributions had enabled this woman te obtain a net estate of
$09,738,852.30, we are going to forgive the tax!

My God! Who paid that money, after all? It came from
God's poor. It came from the homes and the firesides of those
who toll and those who labor; and we propose to permit this
estate to reach its heavy hand into Uncle Sam’s pocket and
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draw out milllons and millions of money that they owed under
the law, that it is conceded that they owed under the law.
What excuse can be given for it, Mr. President?

Forget the Duke estate if you want to. That is only an
illustration, upon which I talked much more than I intended
to, and much more than I would have if it had not been for
the interruptions. There seemed to be a sore spot when 1
mentioned the Duke estate. 4

Mr, OVERMAN. Mr. President, I want the Senator to be
fair, as he generally is.

Mr. NORRIS. That is just what I am trying to be.

Mr. OVERMAN, The Senator has made statements that 1
do not think are accurate.

Mr. NORRIS. Al right; let the Senator point out any of
them.

Mr. OVERMAN. Mr. Duke had not a dollar of stock in the
American Tobacco Co., as I am informed, the so-called Tobacco
Trust, The Senator has just stated that he got his money out
of the poor. His estate shows that he had not a dollar of
stock in that company,

Mr, NORRIS. Where did he get his money?

Mr. OVERMAN, Why, he was a great ploneer in industrial
development, the greatest in this country. Ie began it years
ago and made his money In that way, and made it out of the
people of North Carolina.

Mr. NORRIS. Did he ever deal in tobacco?

Mr. OVERMAN. He did in the past.

Mr, NORRIS. Why, of course. It is “Duke's Mixture.” I
have bought it many and many a time. I have contributed
something to that fortune myself.

Mr. OVERMAN. No doubt the Senator has; but I say he
zold out, and he did not own a dollar of it at the time of his

eath.

Mr. NORRIS. All right; he sold out, but that is where he
got his start.

Mr. OVERMAN. He has given it all to charity.

Mr. NORRIS. All right; he has given it all to charity, and
he had to pay some taxes, and you are paying that money
back in order that it may be given to charity or to educational
institutions.

Mr. OVERMAN. He has pald his taxes.

Mr. NORRIS. Why, of course he has, and here is a place
where his estate owes some taxes that you are not going to
collect when you pass this bill with this amendment in it.

Mr. OVERMAN. All the taxes In this bill are madesretro-
active, not simply this Duke estate tax; but the Senator is
gingling that out.

Mr. NORRIS. Oh, no; I have not singled out this estate.
The Senators from North Carolina protest foo much about
Mr. Duke. I classed him here with a whole list of estates.
They are all on the same basis,

Mr. OVERMAN. I do not like to hear a man denounced
upon this floor because he has given about $80,000,000 to the
different churches and hospltals in my State.

Mr. NORRIS. I do not either, and I have not denounced
him. I have not heard anybody denounced yet.

Mr. OVYERMAN. Every poor man in the State of North
Carolina will have a free bed in a hospital under Mr. Duke's
will,

Mr. NORRIS. Hxactly; and the fellow out in San Francisco
who is smoking a cob pipe contributed to it, and you are pro-
posing to take out of the funds of the Treasury of the United
States the money to make it good.

Mr. SHORTRIDGE. No, Mr. President; they smoke meer-
schaums there.

Mr. NORRIS. The Senator from California, of course, is
a different kind of a laborer; but he has to smoke tobacco in
his meerschaum, does he not? I never heard of Duke making
pipes. I just used that as an illustration of the way people
smoke tobacco. Some of them can not buy anything but a cob
pipe; but the Senator, if he smokes a meerschaum, has con-
tributed, to the extent of the tobacco he smokes, his share
to it. .

Mr. SHORTRIDGH. Mr. President, as a matter of his.
torical importance, I wish fo say that I do not smoke a pipe,
and I have almost quit smoking cigars. I smoke only one at
a time.

Mr. WALSH. Mr, President, will the Senator suffer an
Interruption?

The PRESIDING OFFICER. Does the Benator from Ne-
braska yield to the Senator from Montana?

Mr, NORRIS. I yield to the Senator.

Mr. WALSH. The people of my State have guarded against
iust such legislation as this demounced by the Senator from
vebraska by a provision in their constitution, as follows:

CONGRESSIONAL RECORD—SENATE

-
3673
No obligation or labllity of any person, assopelatlon, or eorporation,
held or owned by the Btate, or any munieclpal eorporation thereln,
shall ever be exchanged, transferred, remitted, released, or postponed
or in any way dlminished by the legislative mssembly; nor shall such

liability or obligation be extinguished, except by the payment thereof
into the proper {reasury.

Mr, NORRIS. I thank the Senator. If we had that kind of
a provision in the Federal Constitution this amendment could
not become law.

I want to say just a word now to my friend from North Caro-
lina who recently interrupted me. I have not denounced Mr.

Duke. I have not said a word against Mr. Duke. The Sen-
ator has just said that I was denouncing Mr, Duke. I have
not denounced a single one of these millionaires, I wish I

were a millionaire myself. 1 have not anything against Mr.
Duke; but I do not want Mr. Duke's estate to get some money
that 1 think belongs to the Federal Treasury. I am just as
jealons about any of these other estates as I am about Mr.
Duke's. I have not denounced any of them. The men who
accumulated them are all dead; and I am willing to admit
that every one of them is a saint now and that they have worn
out a dozen harps apiece in the presence of 8t. Peter. I find
no fault with them. There ought to be, however, some way in
which we could communicate with the souls in eternity and
let these dear millionaires know that while we did not do it
until after they were dead, we have put an apology into the
law taxing them and their estates. They may never find it ount.

I do not think the Senator from North Carolina is justified
in alleging here that I am denouncing Mr. Duke or denouncing
anybody else. That is furthest from my intention.

Mr. OVERMAN. Mr. President, I want to say for the Sen-
ator from Nebraska that I have always said that he is one of
the fairest men on this floor and would not take an advantage,
but it seems to me he has done so in this case.

Mr. NORRIS. I do not know where I have taken an ad-
vantage.

Mr. OVERMAN. When the Benator was talking about some
money Ar. Duke made out of tobacco.

Mr. NORRIS., I spoke of that; but he made it properly.

Mr. OVERMAN. Did he not make it honestly?

Mr. NORRIS. Yes.

Mr. OVERMAN. That is all right, then.

Mr. NORRIS. Certainly he made it honestly, Where did I
say anything that intimated that he had made a dollar of it
dishonestly ? ?

Mr. OVERMAN, The Senator did not say “ dishonestly,” but
he has been arguing——

Mr. NORRIS. I never sald anything that anybody conld con-
strue, it seems to me, into such an intimation. It was a per-
fectly honest way of making money, so far as I know. He
might have been honest or dishonest; I do not know anything
about it. I am assuming that he was honest.

Mr. COPELAND. Mr. President——

Mr. NORRIS. I yield to the Senator from New York.

Mr. COPELAND. Does not the Senator think that it really
is a pity to wait until a man dies to take from him large sums
of money which might be used in the support of the Govern-
ment?

I frankly say to the Senator that I never have been able to
reconcile myself to the idea of the inheritance tax
passes along the path of life——

Mr. NORRIS. Mr. President, I do not want the Senator to
make a speech on the inheritance tax at this time, because I
want to quit. I do not want to take up all the time. T sghould
be glad to listen to the Senator.

Mr. COPELAND. I will do it in my own time.

Mr. NORRIS. Yes; I should prefer that the Senator would
do that. The Senator has not been here during all of my
remarks, or he would have heard my ideas, at least, as to why
an inheritance tax is the best tax in the world. There has
never been anything devised that is equal to It; and I called
attention to a great many instances where nothing but an
inheritance tax would reach the accumulation. It is a tax
that never can be passed on. It is a tax which for that reason
is very desirable. It is a tax that costs less to collect than
any other tax in the world. Tt is a tax that imposes no burden
upon anybody.

Look at Mr. Astor, for Instance, who came into an estate
of $75,000,000, in round numbers. He had never so much as
crooked his finger to make a dollar of that estate; but every
man who labored, every man who built a home, every man
who wrote a book, every man who did anything in the great
city of New York, helped to make that property valuable and
to build up his estate.

A man
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When Astor dled, he had it. Such a tax could not hurt him,
He left a son and a wife, and I think his will gave the wife
$10,000,000. If we had taken 50 per cent of the estate, that
would have left over $30,000,000 to the son, if we had had that
kind of a tax. Would such a tax have been an Injury to him?
It would not hurt the dead mgp. He was beyond the reach of
the tax gatherer. It would not hurt the man who got the
estate, because he got it for nothing. Should he not pay
something for getting it? In reality, it was part of his income.

Let us just take two people who go out together into the
business life. Suppose the Senator from New York and myself,
both good men, start out side by slde. But I am lazy, I am
thonghtless, and I do not work; I do not do anything. But the
Senator becomes a great physician, and he sends his word of
encouragement to millions of homes in the country; he gets a
little something for doing that, and in time he builds up a
fortune, He dies. He gives that fortune to somebody like me,
who never did anything. 1 get it for nothing, have never
paid a tax on it, never did anything toward its accumulation,
The Senator has had fo pay hls taxes, it is true, as he has
gone on. Some other man laboring. and working, compared
with me, who does not fvork, makes an income equal to the
amount of money that I get from the Senator’s estate He has
to pay a tax on it. He has worked for it. He has toiled, and
in one year, we will say, he has made $10,000. He has to
pay an income tax to the Government. But I, lnheriting from
the Senator from New York $10,000,000, do not pay a red cent.
Is that just? Is that fair? Is there any equality in that?

Mr. COPELAND. Mr. President——

The PRESIDING OFFICER. Does the Senafor from Ne-
braska yield to the Senator from New York?

Mr. NORRIS, I yield.

Mr, COPELAND. I do not think the Senator has put the
case quite failrly. Suppose the charming wife of the agreeable
Senator helped him build up his fortune.

Mr, NORRIS. Very well. I will answer that. I have an-
swered it once, but I will answer it again, and I will cut it
short, because other Benators want to speak, and I have not yet
gotten halfway through.

The situation the Senator speaks of is taken care of in any
Just Inheritance-tax law by a liberal exemption. I will not
?uarrel, no matter at what figure that exemption may be put.

do not care if it is made $200,000. And let me say that while
it is sometimes true that the wife helps build up the fortune, it
is very seldom true in the case of a big fortune. I do not know
of any such case, though I suppose it would be possible. The
wife sometimes toils and helps the husband to accnmulate the
fortune, but not in instances where we find $50,000,000 or
§60,000,000 in the estate. It is in the little estates, where
$10,000, or $12,000, or $25,000 would be the maximum. The
fear that the poor widow is to be treated unjustly when she
helped to build up the estate is mostly founded on sympa-
thetie air. .

Counsider any of the big fortunes of to-day, that of Rocke-
feller, or of Ford, or of any other of the rich men. How much
did their wives contribute to building up the great fortunes
they have accumulated? It may be that they contributed a
great deal, but we relieve them entirely If we give them a lib-
erial exemption, not taxable, then on the next million or the
next five million a very small tax, which would not hurt any-
body, which could be paid with perfect ease. Nobody would be
hurt. They would have more money than they could spend in
a lifetime if they lived a hundred years, and they could live in
perfect luxury.

As I sald a while ago, some of the material I wanted to use
I shall not be able to use without cutting somebody else's time
short.

Mr. OVERMAN. Mr. President, I want to ask the Senator
one more question. I said he was unfair, but I know the
Senator is a fair man. I have been out of the Chamber in
attendance on a meetlng of the Committee on Appropriations,
and I would like to know why the Senator selected a Methodist
college from which my colleague [Mr. Simamoxs] and I gradu-
ated as the object of his remarks, when other greater institu-
tions in this country have been the recipients of great gifts, as
much as that to Trinity College, I dare say. It looked to
me—-

Mr. NORRIS. I may say to the Senator that I was reading
this list, and I had gotten down to the Duke estate, when im-
mediately the Senator’s colleague interrupted me and took
more than 35 minutes in discussing the Duke estate, So I
just laid aside the balance of the list and took him up on the
Duke estate. That was only a sample. A

AMr. OVERMAN. The Senator can see why I Interrupted
him. It was because I have been out of the Chamber, In a

meeting of the Appropriations Committee. The Senator has
always been so fair that I felt it my duty to interrupt him,
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Mr. NORRIS. Mr. President, I have quite a number of
thipgs which I Intended to read, and I ask unanlmous consent
that I may have printed in the REcorp, as part of my remarks,
without reading, several guotations:from different economists
and public men,

The PRESIDING OFFICER, Is there objection?
Chair hears none, and leave is granted.

The matter to be inserted in connection with the remarks of
Senator Noggis is as follows:

INHERITANCE TAX

[From the annual message of President Roosevelt to the Senate and
House of Representatives, dated December 3, 1006]

The question of taxation is difficult in any country, but it is espe-
clally difficult in ours with its Federal system of government. Some
taxes should on every ground be levied In a small district for use in
that district. Thus the taxation of real estate is peculiarly one for
the Immediate locality In which the real estate is found. Again, there
{8 no more legitimate tax for any State than a tax on the franchises
conferred by that Btate upon street rallroads and similar corporations
which operate wholly within the Btate boundaries, sometimes in one
and sometimes in several municipalitfes or other minor dlyvisions of the
State. But there are many kinds of taxes which can only be levied
by the General Government so as to produce the best results, because,
among other reasons, the attempt to Impose them In ome particular
State too often results merely in driving the corporation or individual
affected to some other locality or other State, The Natlonal Govern-
ment has long derived its chlef revenue from a tariff on {mports and
from an Internal or excise tax. In addition to these there Is every
reason why, when next our system of taxation Is revised, the National
Government should impose & graduated inheritance tax, and, if possible,
a graduated Income tax.

The man of great wealth owes a pecullar obligation to the State,
because he derives special advantages from the mere existence of gov-
ernment. Not only should he recognize this obligation in the way he
leads bis daily life and in the way he earns and spends his money,
but 1t should also be recognized by the way in which he pays for the
protection the State gives him. On the one hand it is desirable that ha
should assume his full and proper share of the burden of taxation; on
the other hand it is quite as necessary that in this kind of taxation,
where the men who vote the tax pay but little of it, there should be
clear recognition of the danger of Inaugurating any such syastem save
in a spirit of entire justice and moderation, Whenever we as a people
undertake to remodel our taxation system along the lines suggested weo
must make it clear beyond peradventure that our aim is to distribute
the biffden of supporting the Government more equitably than at pres-
ent; that we intend to treat rich man and poor man on a basis of
absolute equality ; and that we regard it as equally fatal to true democ-
racy to do or permit injustice to the one as to do or permit injustice
to the other.

I am well aware that snch a subject as this needs long and careful
study In order that the people may become familiar with what is
proposed to be done, may clearly see the necessity of proceeding with
wisdom and self-restraint, and may make up their minds just how far
they are willing to go in the matter, while only trained leglslators
can work out the project in necessary detall. But I feel that in the
near future our national leglslators should enact a law providing for a
graduated inheritance tax by which a steadlly Increasing rate of duty
should be put upon all moneys or other valuables coming by gift,
bequest, or devise to any indlvidual or corporation. It may be well to
make the tax heavy In proportion as the individual benefited is remote
of kin. In any event, in my judgment, the pro rata of the tax should
increase very heavily with the Increase of the amount left to any one
indlvidual after a certaln point has been reached. It 1s most desirable
to encourage thrift and ambition, and a potent source of thrift and
ambition is the desire on the part of the breadwinner to leave his
children well off. This object can be attained by making the tax very
small on moderate amounts of property left, because the prime object
should be to put a constantly Increasing burden on the inheritance of
those swollen fortunes which it is certainly of no benefit to this coun-
try to perpetuate.

There can be no gnestion of the ethical propriety of the Government
thus determining the conditions upon which any gift or Inheritance
should be received. Exactly how far the inheritance tax would, as an
incident, have the effect of limiting the transmissfon by devisa or gift
of the enormous fortunes in question it is not necessary at present to
diseuss. It Is wise that progress in this direction should be gradual,
At first a permanent natlonal inheritance tax, while It might be more
substantial than any such tax has hitherto been, need not approximate,
elther in amount or in the extent of the incrcase by gradunation, to
what such a tax should ultlmately be.

This specles of tax has again and again been imposed, although only
temporarily, by the National Government. It was first imposed by the
act of July 6, 1797, when the makers of the Constitution were alive
and at the head of affairs. It was a graduated tax:; though small in
amount, the rate was increased with the amount left to any Individual,
exceptions being made In the case of certaln close kin. A similar tax
was agaln imposed by the aet of July 1, 1862, a minlmum sum of

The
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$1,000 In pergonal property being excepted from taxation, the tax then
becoming progressive according to the remoteness of kin, The war
revenue act of June 18, 1898, provided for an inheritance tax on any
gum exceeding the value of $10,000, the rate of the tax increasing
both In accordance with the amounts left and in accordance with the
legatee’'s remoteness of kin. The Bupreme Court has held that the
guceesglon tax Imposed at the tlme of the Clvil War was not a direct
tax but an Impost or exclse which was both constitutlonal and wvalid.
More recently the court, in an opinion dellvered by Mr. Justice White,
which contained an exceedingly able and elaborate discussion of the
powers of the Congress to Impose death dutles, sustained the con-
stitutionality of the inheritance-tax feature of the war revenue sct
of 1898,

[From the annual message of President Roosevelt to the Benate and
House of Representatives dated December 8, 1907]

When our tax laws are revised the guestion of an income tax and
an inheritance tax should recelve the careful attention of our legls-
lators. In my judgment, both of these taxes should be part of our
system of Federal taxation. I speak diffidently about the income
tax because one scheme for an income tax was declared unconstitu-
tional by the Supreme Court; while in addition it i{s a d!ficult tax to
administer in its practical working, and great care would have to be
exerclsed to see that it was not evaded by the very men whom it
was most desirable to have taxed, for if so evaded it would, of course,
be worse than no tax at all; as the least desirable of all taxes is
the tax which bears heavily upon the honest as compared with the
dishonest man, Nevertheless, a graduated income tax of the proper
type would be a desirable feature of Federal taxation, and it Is to
be hoped that one may be devised which the Supreme Court will
declare constitutional. The inheritance tax, however, is both a far
better method of taxation and far more important for the purpose
of having the fortunes of the country bear in proportlon to their
increase In size a corresponding increase and burdenm of taxation.
The Government has the absolute right to decide as to the terms
upon which a man shall recelve a bequest or devise from another, and
this point In the deveolution of property is especlally appropriate for
the Imposition of a tax., Laws imposing such taxes have repeatedly
been placed upon the natlonal statute books and as repeatedly declared
constitutional by the courts; and these laws contained the progressive
principle, that 1is, after a certaln amount is reached the bequest or
gift, In life or death, is increasingly burdened and the rate of taxation
is Increased In proportlon to the remoteness of blood of the man
recelving the bequest. These principles are recognized already in
the leading civilized natlons of the world. In Great Britain all the
estates worth 85,000 or less are practically exempt from death duties,
while the Increase is such that when an estate exceeds $3,000,000
in value and passes to a distant kinsman or stranger in blood
the Government receives all told an amount equivalent to nearly
a fifth of the whole estate. In France so much of an inheritance
as exceeds §10,000,000 pays over a fifth to the State if it passes to
a distant relative, The German law I8 especlally interesting to us
because it makes the inheritance tax an Imperial measure, while
allotting to the individual States of the empire a portion of the
proceeds and permitting them to Impose taxes in addition to those
imposed by the Imperial Government. Small inheritances are exempt,
but the tax is so sharply progressive that when the inheritunce is
still not very large, provided it is not an agricultural or a forest
land, it is taxed at the rate of 25 per cent if it goes to distant rela-
tives. There 18 no reason why In the United States the Natlonal
Government should not impose inheritance taxes in additlon to those
fmposed by the States, and when we last had an inheritance tax
about one-half of the States levied such taxes concurrently with the
Natlonal Government, making a combined maximum rate in some
cases ms high as 25 per cent. The French law has one feature
which s to be heartily commended. The progressive principle is
so applied that each higher rate is imposed only on the excess
above the amount subject to the next lower rate; so that each Increase
of rate will apply only to a certain amount above a certaln maximum.
The tax should, If possible, be made to bear more heavily upon those
residing without the country than within it. A heavy progressive
tax upon a very large fortune is In no way such g tax upon thrift
or industry as a Ilike tax would be on a small fortune. No advan-
tage comes either to the country as a whole or to the individuals
fnheriting the money by permitting the transmission in thelr entirety
of the emormous fortunmes which would be affected by such a tax;
and as an incident to its function of revenue raising such a tax would
help to preserve a measurable equality of opportunity for the people of
the generations growing to manhood.

ROOSEVELT ON INHERITANCE TAX

| Roosevelt's letter to Scnator Lodge, from Washington Herald, January
22,1926]

As you know, I believe we shonld have a Federal inheritance tax,”|
almed only at the very large fortunes, which can not be adeguately
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graduation sufficiently marked. Offhand it would seem to me that a
tax on the net recelpts of corporations would be the best way out of
the income-tax husiness.

[Letter to Senator Lodge, printed in Washington Herald January 23,
1925]

A heavily progressive inheritance tax—national (and heavy) only
on really great fortunes going to single individuals—would be far
preferable to a national income tax. But whether we can persuade the
people to adopt this view I don’t know.

[From the address of President Roosevelt at the laying of the corner
stone of the office building of the House of Representatives, April 14,
1906]

It is important to this people to grapple with the problems con-
nected with the amassing of enormous fortunes, and the use of those
fortunes, both corporate and Individual, in business. We should dis-
criminate in the sharpest way between fortunes well won and fortunes
fll woni between those gained as an incident to performing great
services to the community as a whole, and those gained in evil faghion
by keeping Just within the limits of mere law honesty. Of course, no
amount of charity in spending such fortunes In any way compensates
for misconduet in making them. As a matter of personal conviction
and without pretending to discuss the detalls or formulate the system,
I feel that we shall ultimately have to consider the adoption of some
such scheme as that of a progressive tax on all fortunes beyond a cer
tain amount, either given in life or devised or bequeathed upon death to
any individual—a tax so framed as to put it out of the power of the
owner of one of these enormous fortunes to hand on more than a cer-
tain amount to any one individual; the tax, of course, to be imposed
by the National and not the State government. Buch taxation should,
of course, be aimed merely at the inhertiance or transmission in their
entirety of those fortunes swollen beyond all healthy limits,

[From hearings before the Committee on Ways and Means, House of
Representatives, on revenue revision, 1925]

Mr. Ramseyvie. Three years ago, when we collected $211,000,000
Great Britain—composed of Eugland, Wales, and Beotland—collected
in that year $231,000,000. Now, get that. The combined collection
of the Federal Government and the various States here was $20,000,000
less than Great Britain collected in that year; and you can only get
the significance of this statement when I tell you that the national
wealth of Great Britain is from a third to a fifth of what the national
wealth of the United States is. Bo the burdens imposed upon the
estates In Great Britain must be at least three to five times greater
than they are in this country.

Following 1920, for two or three years I read the annual reports of
the Chancellor of the Exchequer. In those reports the chancellor
explained the workings of the different revenue laws and what they
were producing, and msade recommendations as to changes. In thoge
two or three reports that I read there was not a single criticism of
the workings of the inheritance tax laws of Great Britain. Evik
dently, from what your chairman tells me, In view of the fact that
they have inereased them recently, they must still regard that as an
equitable, fair, and just means of raising revenne, And what was
it they added? Fifty million dollars more,

The CHAIRMAX, They added $50,000,000 more.

Mr. RauseyEr. Add this $50,000,000 more to $231,000,000, ralsed
three years ago, makes It $281,000,000. In this country, if the
gentleman from Tennessee's figures are correct, we got something like
$184,000,000 last year, or a litile over half what they are ralsing
in Great Britain. And, mind you, with at least three tlmes more
wealth in this country than they have in Great Britain. (Housa
hearings, p. 408))

Andrew Carnegle, in his Gospel of Wealth, sald:

“s ® * The growing disposition to tax more and more heavily
large estates left at death 1s a cheering indication of the growth of
a salutary change in public opinion. The State of Pennsylvanis
now takes, subject to some exceptions, one-tenth of the property lelt
by its citizens. The budget presented in the British Parliament the
other day proposes to increase the death dutles, and, most significant
of all, the new tax is to be a graduated one. Of all forms of taxa-
tlon this seems the wisest. Men who continue hoarding great suma
all thelr llves, the proper use of which for publlc ends would work
good to the community from which it chiefiy came, should be made
to feel that the community, in the form of the Btate, can not thus
be deprived of its proper share. By taxing estates heavily at death
the State marks its condemnation of the selfish millionaire’s unworthy
life.

“ 1t is desirable that nations sghould go much further in this diree-
tlon. Indeed, it is difficult to set bounds to the share of a rich man's
estate, which should go at his death to:the publie through the agency
of the State, and by all means such taxes should be graduated, be-
ginning at nothing upon moderate sums to dependents and increasing
rapidly as the amounts swell, until of the millionaire’s hoard, as of
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Shylock's, at least ‘the other half’ comes to the privy coffer of the
Btate,

“This policy wonld work powerfully to induce the rich man to
attend to the adminlstration of wealth during his life, which is the
end that soclety should always have In view as being by far the most
fruitful for the people, Nor need it be feared that this polley would
sap the root of enterprise and render men less anxious to accumulate,
for, to tha class whose ambition it is to leave great fortunes and be
talked about after thelr death, it will attract even more attentlon,
and, indeed, be a somewhat nobler ambition to have enormous sums
paid over to the Siate from thelr fortunes.” (House hearlngs,
p. 414-£15.)

Profeszor Adams, of Yale Unlversity, sald:

“e¢ = % T think that we ought to get from death dues in this
country more than we get at present. 1 think that we should ralse
from this source enough revenue to measurably relieve the farmers
and the general taxpayers' (House hearings, p, 462.)

Doctor Seligman, economist, of New York:

“s = = One of the arguments for the withdrawal of the Federal
Government, for which I think certain members of the Treasury, at
all cvents, stand, seems to me to be doubtful, because if that argn-
ment were pursued to the extreme it would mean the abelitlon of all
estate taxes, Federal and State as well.

“1 am referring to the objection that was made, I think, before
your committee n few days ago that an estate tax is in itself wrong;
that It is not democratie; that it is a tax omn capital; that it Is
therefore going to destroy the goose that lays the golden eggs.

“And yet all know, as a matter of fact, that if that argument were
true all of our States wounld bave to abolish estate taxes or the
inheritance tax. In other words, some of the arguments at least that
have been propounded in order to Induce the Federal Government to
relinquish the estate tax go too far, because they would mean mno
inheritance tax at all.

“1 need not point ont to you that that is an erromeous point of
view, both theoretically and practically. As estate tax Is the result
of one of the modern democratie movements in the world, it is found
wherever we have democracy. It was introduced first In Australia,
then in Switzerland, then In England, and then it came to this coun-
try. Wherever we have democracy we have two things—an Income
tax and an inheritance tax. The arguments In favor of one are just
about as good as the arguments in favor of the other,

“There are two kinds of taxes on ecapital. One kind is a tax levled
according to capltal, but which is paid out of the Income of the capl-
tal; the other kind 1s a tax like the capltal levy that they are talking
about In France to-day, and have in Italy, which is a tax not alone
levied according to capltal but supposed to be pald out of capital,
Our estate duty Is really neither the one nor the other. It is not a
capital levy, and 1t is not paid out of capital. A proper kind of in-
heritance tax, which is not so high as to take all of an estate or the
greater part of It will usually be paid out of the income of the
estate, We have five years in which to pay It in this country:; in
gome countries the perlod is even longer. 1f you look at the statistics
carefully you will find that the tax on all the estates in this conntry
constitutes only a small part of the income from those estates during
those years,

t“e = ¢ Tn the second place, the argument that it 18 a tax on
eapital, through which you are going to kill the goose that lays the
golden eggs, is erroncous, because it assumes that all governmental
expenditure in unproductive. The argument Is based en the idea
that the capital taken from the taxpayer is deatroyed.

“s ®» * You gentlemen are concerned with public expendlture;
you have to raise money for Federal expenditures, and our expendi-
tures are supposed to be and ought to be for productive purposes.
If so, this whole outery against an estate tax, because of the de-
gtruction of capital idea, seems to me to be bordering on the abgurd.

“s * * Yon remember what Andrew Carnegle sald. Carnegle
favored the inheritance tax, but went too far in his attitude toward
the income tax, He paid, * Give me any kind of inberitance tax; for
the community, as & whole, it is better to haye an Inheritance tax than
an Income tax,” In that he was wrong, but it would take me too
far astray to say why he was wrong, I should have to go into the
question of the influence of taxation upon savings, and I do not want
to go Into that. All I want fo point out is that the so-called capital
argument advanced for this Government glving up the inheritance tax
is very weak.

“Assuming, then, that an Inheritance tax is In {itself a desirable
and legitimate form of taxation In a democratie community, we come
to the guestion before the committee at the present time, and that is,
Ought it to be a Federal tax or a State tax, or ought it to be & com-
binetion of the two?” (House hearings, pp. 477, 478, 479.)

Estate tax compared to income tax in England and France by,
Doctor Seligman:

“es ®» * T raise the question as to whether it would be safe
for the Nation to abandon all the revenue that would come from so
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rich a source. In England before the war they got from their death
dutles 60 per cent of what they got from thelr income taxes. In
France they are getting a great deal more than that, and here it is
proposed that we abandon it.

‘s & ® The next claim {s that this is naturally a State resource
and unnaturally a Federal resource. Iet me point out a few reasons
which I consider constitute the weakness of that argument.

“In the first place, the first time we ever had an inherltance tax
it was a Federal tax in time of peace. That was when Hamilton
developed the idea and arranged for something like the probate duty
in England. The Federal Government entered the fleld first and there
was no complaint on the part of the Btates.

“% » = Moreover, during the nineteenth century, with a few
inslgnificant exceptions which were utterly withont any fiseal impor-
tance, the States never Imposed any Inheritance taxes. Louisiana had
a little one on foreign heirs, and there were one or twoe others, but
they never got anything out of It. It was not untll the end of the
century that the States entered the field,

“It wasg npot until the nineties. It was rather in the mlddle of
the nineties, which is about the same time that the Federal Government
entered it again.

“In the meantime the Federal Government had considered it during
the War of 1812, 1If that war had lasted s few days longer we should
have had a Federal tax then. We did not need it then. In the Civil
War we had it and in the Spanish War we had it.

“The States have developed it very largely in the last 20 years,
beeause the Federal Government dld not need it. But, on the score
of priority or anything that is in the nature of things, why does the
estate fax belong to the States and not to the Federal Government?

“1If you talk of priority and the nature of things it is the income
tax rather than the inheritance tax which belongs to the States. The
income tax was in the States long before the Federal Government took
it ap. We had an Income tax—TI do not want to go Into the history
of it—but we did not have it In the Federal Government until the
Civil War. Buat Massachusetts had it slready in the eighteenth cen-
tury. The States had the income tax first. * * ¢

*When a man in your Btate or eity is called upon to pay the local
tax upon unimproved property he has got to pay it ont of capital.
He does not get any Income out of it. He may have a piece of land
that is worth a million dollars, as there are in some of our cities, and
he does not get one cent of income out of it. That tax !s as much a
capital tax as any estate tax. But whether It i8 paid out of capital or
out of income, it 13 a tax on wealth. In the same way we have got to
look at all these death duties as an attempt to tax wealth rather than
to tax expenditures. In one case you tax the wealth of a lving man;
in the other case the wealth of a dead man” (House hearings, pp.
484, 435, 486, 487.)

“® * % As a matter of fact, they are lower than fn all other
countries at the present time—I will not say very much lower. They
are lower than in England, because England levies, in addition to a 40
per cent estate tax, a tax running up to 10 per cent, or a little more,
on ghares, so that the maximum would be about G0 per cent. In Ger-
many It rung up to 70 per cent and in France up to S0 per cent,

#“% % % If we had the rates and exemptlons they have in Eng-
land we should be raislng to-day more from the inheritance tax than
we ralse from cur personal Income tax. England last year raised about
$250,000,000, and the English wealth or income, as you know, Is not
one-third of ours, It is less than one-third of ours. Our ecapital
wealth was estimated, you will remember, In the last census at
$32,000,000,000, and England's is not one-third of that. If we
had the English rates the inhcritance tax with us would be by far our
most Important tax. Therefore, my conclusion is that you should
not deal Hghtly with this subject.”” (House hearings, pp. 494, 495.)

Dr. Thomas 8. Adams, of Yale University, and formerly finaneclal
advisor to the United States Government, in discussing the guestion of
taxation has further sald (from statement of Mr. J. 8. Mooring before
the Committee on Ways and Means, Saturday, October 24, 1925) :

“The death duty Is assigned to ralse money, but to ralse it from
persons who have not earned it. In my opinlon the death duty is
popular as a form of taxation primarily because it lays the tax on so-
called unearned wealth. When we tax the farmcr on his farm, the
manufacturer on his plant, equipment, and mateMals, the publie
utility on its entire property * * * we are taxing the people who
not only do the work but who risk their time and capital. Buot it
involves no great risk to receive a legacy or Inheritance. * * & |t
seems to me simple truth to say that a large estate or Inherlitance
represents to the typical bemeficlary, in material part or degree, some-
thing essentially akin to unearned wealth. * * * [ merely insist
that if we must tax, it Is better to tax him who merely receives than
bim who earns. The justificatlon of the death duty is essentially
similar to the justification of the discount on earned income, only
stronger,

“e o & Wp live and work under an industrial and commercial
system which combines marvelous productivity with extreme concen-
tration in the ownership and control—particularly in the control—of
wealth. Politically, the major forces at work make for equality.
Commercially, the greater forces make for concentration and Inequality
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of power. The two forees—dcmocracy and capliallsm—are frreconcll-
able withont some corrective machinery, such &s progressive taxes.
* * * The fortunate, the successful, the wealthy, must make speclal
contributions to the State under which and because of which they
enjoy success and wealth. Buch, roughly, are my reasons for the
belief that progressive income and Inheritance taxes are here to stay.

“®« = * Ruch persons desire to see the Federal estate tax abol-
ished In order that the State death taxes may be whittled down by in-
terstate competition. They expect Florida, Alabama, and the District
of Columbia, by offering isles of refuge to the retlred rich, to dis-
credit the State inheritance tax in the long run or to hold it within
very narrow limits.

“e o @ T am mot in favor of attempting to repeal the Federal
estate tax. My reasons are, briefly, as follows: First and principally
because it would not stay repealed. No inheritance tax is now imposed
in Florida, Alabama, or the District of Columbia, and there are a few
States in which the rates are very low. If the tax should be repealed
and thereafter the very wealthy should flock in droves, as they would,
to those havens of refuge, the situation would furnish an irresistible
argument for the reintroduction of a Federal tax. * * ¢

“1 do mot belleve in leaving this source entirely to the States, be-
cause, by themselves, they can not realize its legitlmate possibilities.”

Tup EsTATE TAX Is NoT A WAR TAX

[Editorial from the Portland News, of Portiand, Oreg., issue of Novem-
ber 10, 1925] : A

NOT A WAR TAX

* The inheritance tax was a war measure, and the emergency Is
now past.”

You hear this sssertion frequently from the forces who are working
for the repeal of the estate tax law.

The truth is that the inherltance tax law was passed by Congress
Beptember 8, 1018. We were not at war then. Two months later we
reelected Woodrow Wilson on the ground that he had kept us out of
war. It was seven months preceding our entry into the war; the
country in general and Congress in particular did not then antleipate
our entry.

We were waxing fat and prosperous, The war in Europe was malk-
ing a fine new crop of milllonaires in America. No emergency had
arrived—or, at least, none that was officlally recognized.

The inheritance tax was not the outgrowth of an immediate neces-
sity. It was the result of a steady development of taxation Intelli-
gence over many years; It resulted from the same process of thinking
that had brought about the income tax after wearing down decades
of opposition on the part of the very wealthy., Disinterested students
of taxation had long been practically unanimous that the fairest of
all taxes would be an inheritance tax. In university classrooms it
was so taught.

Congress happened to cateh up with the idea seven months before
we got into the Great War; it wasn't secking money to carry on our
part in that war.

Nothing, indeed, eould be more ridiculous than an inheritance tax
for emergency purposes. Its collection depends on the death of persons
possessing wealth. That is no way in which to meet an emergency.
With dire disaster confronting us, we couldn't sit around waiting for
John D. Rockefeller, Andrew W. Mellon, and our other wealthlest citi-
zens to die. No matter how patriotic they are, they probably would
fail to die in time.

The value of the inherltance tax is only realized over the years. As
one generation succeeds another this tax returns to the whole country
a small part of the great accumulations of wealth that have come into
g few hands.

But it is a peace-time tax, not a war-emergency measure.

- [From the Nebriska State Journal, February 21, 1925]
CoOLIDGE ON INHERITANCE Tax

STEP TOWARD SOCIALISM—PRESIDEXT SAYS INHERITANCE TAX IN SOME
CABES AMOUNTS TO CONFISCATION

WasHixgTox, February 19,—Declaring that in some instances the
Federal inheritance tax, when added to similar Btate levies, amounts
to virtual confiscation, President Coolidge, in an address to-day open-
ing the npational inherltance and egtate tax conference, urged the
gradual retirement by the Government from this fleld of taxation,

Representative GREeN of Iowa, chalrman of the House Ways and
Means Committee, addressing a night of the ference, which
was called by the National Tax Association, took an opposite view,
asserting that without a Federal inheritance tax, similar taxes im-
posed by the States would Inevitably fail.

“1f we are to adopt sociallsm,” Mr. Coolidge said in his address,
“It ghould be presented to the people of this country as sociallsm
and not under the guise of a law to collect revenue.”

He added that there was competition between the States to reach,
through the inheritance tax, not only the property of its own citizens
but that of cltizens of other States.

Greater economy in the collectlon of revenues also was recommended
by the President.

el
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INHERITANCE TAXES

The wealth of the United States is estimated at upward of $300,-
000,000,000. At an average interest rate of § per cent this would
imply an income for the owners from interest alone of about $15,-
000,000,000. If this wealth were evenly divided among 3,000,000
families, each would have an Iincome without productive work of $5,000
a year.

This would mean that about 15,000,000 of the hundred-odd mil-
lons of people in the United States could live without producing. For
the use of the lands and machinery owned by but not produced by the
15 per cent the B3 per cent would support the 156 per cent and their
helrs forever.

This exact situation could not arlse, of course, but the substance of
it could and does. A system of unobstructed inheritances, coupled
with the modern tendency to centralization of ownership of wealth,
develops and perpetuates a class absolved from self-supporting labor.
This means a hereditary economic and social arlstocracy as definitely
in America as has been the case in feudal Europe.

Instinctive opposition to such a system In a country pledged to
democracy and to equality of duty and opportunity accounts for the
present tendency toward rather drastic inherltance taxes. President
Coolidge, looking at the economie rather than the social and polltical
aspects of the case, decrles the tendeney. He considers it soclallstic.
He wants the Federal Government to cease taxing inheritances at all

The country at large, thinking of the political and social desirabllity
of well-distributed wealth, will in the long run disagree with the
President. It 18 even a guestion whether taxing inheritances is as
socialistic in ultimate effect ms not taxing them. Anything that en-
courages concentration of wealth and perpetuation of economie privi-
lege hastens the day of socialism. The passing of economic power into
a few hands is regarded by all goclalists as a necessary preliminary of
the establishment of soclalism. Wide distribution of wealth, on the
other hand, is an insuperable barrier to soclalism. The Inheritance
tax, tounching the small fortume but lightly and the overgrown for-
tune heavily, 1s calculated to maintain sueh a wide distribution of the
Nation's wealth as to insure the permanency of the institution of
private property.

Mr. LA FOLLETTE obtained the floor.

Mr. TRAMMELL. Mr. President, the Senator from Wis-
consin will pardon me for asking whether he contemplates
taking more than an hour?

Mr. LA FOLLETTH. Yes, I do; and I have no apologles
to make for it. I was ready to go on last evening; in fact,
I have been ready to go on since the pending amendment came
up for consideration. But I was prevailed upon by the Sena-
tor from Utah, in charge of the bill, and other Senators not
to object to the unanimous-consent agreement proposed last
evening. I shall go forward as rapidly as I can with my
speech. I have no desire to shut anyone out; but I call atten-
tion to the fact that the fixing of unanimous-consent agree-
ments on such very important guestions always produces a
sitnation of this kind in the Senate. I have never seen it
fail. I will say to the Senator that I shall drive right along
as rapidly as I can. 2

Mr. TRAMMELL. I did not desire to find any fault with
the Senator from Wisconsin at all. I heartily agree with him
that such unanimous-consent agreements usually interfere very
much with the proper consideration of questions of the lmpor-
tance of those found in a tax bill. I desire during the limited
time remaining to make only a brief address of some 20 or 30
minutes, and I hope that those who are opposing the com-
mittee amendment will allow me at least 20 or 30 minutes
before we close the debate, at 4 o'clock.

Mr. LA FOLLETTE. I will say to the Senator that, as far
as I am concerned, I shall get through as soon as possible,
because I realize that the votes are here and that this propo-
gition is to be put through. But, as far as T am concerned,

-1 want to register my protest on the record, and I intend to

do so.

Mr. HARRIS. Mr. President—

The PRESIDING OFFICER. Does the Senator from Wis-
consin yield to the Senator from Georgia?

Mr. LA FOLLETTE. Mr. President, I have just promised
the Senator from Florida that I would get throngh as quickly-
as I could.

Mr. HARRIS. Just a moment. The Senator from Wis-
congin is to speak an hour; and I think be is right in insist-
ing on going ahead, because he tried to get the floor yesterday.

The Senator from Florida wants to speak about 20 or 30
minutes. The Senator from North Carolina wants to speak
for a while. I think we should limit the speeches, after the
Senator from Wisconsin shall have finished, to 15 minutes.
Therefore I ask unanimous consent that, after the Senator
from Wisconsin coneludes his remarks, the time of any one
Senator be limited to 15 minutes.
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Mr. LA FOLLETTE. I shall have to object to that, in all
fairness to other Senators, and I must decline to yleld further
with regard to this question. Senators should consider these
matters before they enter Into such unanimous-consent agree-
ments, and not afterwards.

The PRESIDING OFFICER. The Senator from Wisconsin
has the floor and will proceed.

Mr. LA FOLLETTE. Mr. President, it is a slgnificant fact
that neither the Republican nor the Democratic platforms of
1924 made any mention of the repeal of the estate tax. As
a matter of fact, the Republican platform did not even declare
for the Mellon plan of tax reduction. After declaring for a
progressive tax reduction through tax reform this general
pledge appears:

We pledge ourselves to the progressive reduction of taxes of all the
people as rapidly as may be done with due provision for the essential
expenditures of the Government administered with rigid economy and
to place our tax system on & sound peace-time basis.

The Democratic platform does not mention the estate tax.
After reviewing the burden placed upon the consumer throngh
the Fordney-McCumber Tariff Act the Democratie platform of
1924 has this to say.

I apologize to some of the Demoecrats for stirring up these
bones, because the party which wrote this platform seems to
have died between the time this was adopted and the present
coalition between the Republican and Democratic leaders on the
pending measure. Nevertheless, the platform had this to say:

And although the farmers and general consumers were bearing the
brunt of tarif favors already granted to special interests, the adminis-
tration was unable to devise any plan except one to grant further ald
to the few. ® * * The President still stands on the so-called
Mellon plan, which his party has just refused to indorse or mention in
its platform. * * *

I am afraid Senators will misunderstand what I am reading
from. I am reading from the Democratic Platform of 1924, It
goes on to say:

We refer to the Democratic revenue measure passed by the last Con-
gress as distinguished from the Mellon tax plan as illustrative of the
policy of the Democratic Party, * * * e denounce the Mellon tax
plan as a device to relleve multimillionaires at the expense of other
taxpayers, and we accept the imsue of taxation tendered by President
Coolidge.

I shall not digress long enough to enlarge upon what may
have occurred between that time and this to cause the party on
the other side of the aisle to out-Mellon Mellon ; I shall go on.

Following his election, President Coolidge made two at-
tacks upon the revenue act of 1924, neither of which was jnsti-
fied by any declaration in the Republican platform upon which
he had been elected. First, in his message to Congress he at-
tacked the provision for publicity of income-tax veturns, This
feature of the law had been won after a hard fight in the
Sixty-eighth Congress.

Next, President Coolidge, in an address to the National Tax
Assoclation, held in Washington, D. C,, made an extraordinary
arraignment of the estate tax which had been established in
1016. The inheritance or estate tax is regarded by the highest
authorities as a most equitable form of raising revenue. Presi-
dent Coolidge, however, proposed that this field of taxation
ghould be abandoned by the Federal Government and turned
over to the States in so far as employed at all for raising
revenue.

Florida had passed a constitutional amendment forever pro-
hibiting an estate tax. The other States were consldering
ways of meeting Florida’s competition to secure the citizenship
of multimillionaires eager to be released from any form of
inheritance tax whatever,

The proposal of the Presldent to abandon the Federal in-
heritance tax and leave it to the States was a move in the
direction of abandonment of this just and effective method of
taxation altogether.

PRESIDENT COOLIDGE DENOUNCES ESTATE TAX
In his address to the National Tax Association, which met
- In Washington, D, O, in February, 1925, President Coolidge
sald:

If we are to adopt soclalism it should be presented to the people
of this country as socialism and not under the gulse of a law to collect
revenue,

He introduced this new soclalistic Interpretation of the in-
heritance tax with the remark:

1 do not belleve that the Government should seek social legislation
in the guise of taxation.

Professor Patterson, able economist, has this te say on the
argument that the estate tax Is soclalism;
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To those who declare the estate tax soclalistic no reply can really
be made, since their terminology is so careless as to prevent clear
argument,

And in order to clinch the point and make certain beyond a
doubt the protection of these great fortunes—so well able to
protect themselves—President Coolidge further declared:

Personally, 1 do not feel that large fortunes, properly managed, are
necessarily a menace to our institutlons and therefore ought to be de
stroyed. On the contrary, they have been and can be of great valus
for our development.

Commenting on this address of President Coolidge on the
estate tax, Senator La Follette, in the March, 1925, issue of his
magazine, said:

Just what is the meaning of the President’s taxation poliey?

It means that, having concealed from the American people during
the campaign the true purpeses of the Republican Party, the admin-
istration proposes at the next sesslon of Congress to exempt great
wealth from its fair share of the war debt and the running expenscs
of the Government,

I will say that at that time there was no anticipation on the
part of Senator La Follette that the minority party in this
Chamber would join the majority party in carrying out such a
program.

A large portlon of this burden has already been shilted from the very
rich to the taxpayers of moderate Incomes through the abolifion of
excess-profits taxes and the reduction of surtaxes.

Thus, the men who own and operate the great corporations of the
country have been freed, during their lifetime, from the necessity of
contributing a just proportion of the revenues of the Government,

The inheritance tax alone remains as an Instrument through which
the people may recover a small portlon of the bllllons wrung from
themselves and from the Government through extortionate prices in
peace and war and under fraudulent war contracts,

This administration would protect and perpetuate, after the death of
those who amassg them, the gigantic fortunes which have been piled
up by monopely control over the necessaries of life.

Repeal of the Inheritance tax Is simply a part of the program of
this administration to intrench the private monopoly system above and
beyond the control of the people. If it is embodied into law, the policy
will create a dynasty of wealth, Invested with the kingly power—
passed on from one generation to another—to tax the people for the
enrichment of a privileged class, continuing to dictate, as it now does,
the policies of the Federal Government.

It seems to be an obsession with President Coolidge that
prosperity is dependent on the favor and good will of organ-
1zed wealth, and that moneyed interests must not be distorbed
or offended. He feels no menace to our institutions in * great
fortunes properly managed.” His worship of business, his fear
of the effect of interference with the workings of the monopoly
system, cause him to go great lengths.

Although nearly all the States in the Union, Including Mas-
sachusetts, have adopted some form of inheritance or estate
tax, although the conservative governments of Europe have also
long effectlvely employed this method of raising revenue, Presi-
dent Coolidge, in his speech to the National Tax Association
on February 20, 1925, branded the inheritance tax as socialism.

ESTATE TAX DEMOCRATIO

Prof. B. R. A. Sellgman, of Columbia University, a fore-
most authority on economics and taxation, says:

An estate tax is the result of one of the modern democratic move-
ments {n the world; * * * wherever we find a democracy we fipd
two things, an income tax and an estate tax.

He calls attention to the fact that in Eugland before the
war, in time of peace, they had a 40 per cent estate tax; that
in England it was introduced by a tory government, a conserv-
atlve business administration, and that in England nobody has
for 2 moment “made any of those arguments against it that
have been made in this country.” He does not specify just
what arguments, but it is fair to imply such arguments as
“gocialism,” *“conflscation,” and so forth.

In a democracy every phase of tax collection and expendi-
ture partakes in a degree of the character of ™soclal legisla-
tion.” Protective tariff is especially indicted in this charge of
the President.

As early as 1832 John Quincy Adams, in a letter to the
Speaker of the United States House of Representatives, ex-
pounded at great length the principle “ that the power of Con-
gress to protect our manufactures and domestic industry of
the country by taxation is contained in the article of the Con-
stitution to lay taxes, duties, imposts and excises, to pay the
debts, and to provide for the common defense and general wel-
fare of the Union.” Thus, early in our history and on such
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high aunthorlty was the exercise of the taxing power justified
for the general welfare.

In more recent years the protective tariff has been defended
in this country on the theory that it was for the benefit of the
workers—to maintain American standards of living, a full
dinner pail, happy homes, children free from labor, exploita-
tion, and so forth. Whether under the private monopoly sys-
tem the manufactorers benefit more than the workers from the
protective tariff is not the point.

The New England beneficiaries of the tariff wonld be loath
to abandon this “gnise” of taxation and approach the tariff
question solely and directly as a means of collecting revenue,
as they must if they carry out to its logical conclusion the
argument advanced by President Coolidge. It would be ap-
proaching a tariff for revenue only, for free trade. Carried
to its logical conclusion, President Coolidge’s standard of taxa-
tion as set down for inheritance taxes would abolish the oleo-
margarine tax and all other forms of taxation which have any
other object than revenue.

In 1886, when the Congress invoked the taxing power for the
protection of the dairy industry against the oleomargarine
fraud, my father, then a Member of the House of Representa-
tives, found this fundamental constitutional argument of John
Quiney Adams's, which I have cited, very effective in securing
the passage of the oleomargarine law.

HIGH AUTHORITIES ADVOCATE ESTATE TAXATION

There are high authorities who advocate the use of the in-
heritance tax to serve the ends of “social legislation,” if that
is the right name for it. As far back as 1889 Andrew Car-
negie in an essay entitled “ The gospel of wealth,” said:

It 1s diffieult to set bounds to the share of a rich man's estate
which should go at his death to the publie through the agency of the
State, and by all means such taxes should be graduated, beginning at
nothing upon moderate sums to dependents and increasing rapidly as
the amounts swell, unt!l the millionaire’s hoard, as of Bhylock's, at
least the other half comes to the coffer of the State.

In his message to Congress in December, 1907, President
Roosevelt said:

A heavy progressive tax upon a very large fortune is in no way such
a tax upon thrift and industry as a light tax would be on a small
fortune. No advantage comes elther to the country as a whole or
to the individuals inheriting the money by permitting the transmission
in thelr entirety of the emormous fortunes that would be affected by
such a tax. E

The platform of the Progressive Party, upon which ex-Presi-
dent Roosevelt ran in 1912, contained this declaration:

We believe In a graduated Inheritance tax as a national means of
equalizing the obllgations of holders of property to government, and
we hereby pledge our party to enact such a Federal law as will tax
large inheritances, returning to the States an equitable percentage of
all amounts collected.

The Democratic campaign textbook of 1916 contalns the fol-
lowing statement with regard to the estates tax:

It is a tax which is universally conceded to be just and cheap of
collection. It affords a consigtent and regular yleld of revenue.

1 submit that these are not socialists speaking.
ESTATE TAX KOT A WAR TAX

If the Federal estate tax is soclalistic, then it had its
origin early in the history of this Republic. There was the
first- Revolutionary War tax from 1797 to 1802. It was again
inaugurated during the Civil War and also in the Spanish-
American War. It is not, however, a war plan of taxation.
The present tax was enacted on September 8, 1916. It was
not enacted at this time as a means of providing revenue for
WA purposes.

President Wilson won his election in 1916 upon the sole issue
that he was going to keep us out of the war. Would any Demo-
cratic Senator rise In his place in the Senate and argue that he
went out in the campaign of 1916 and misled the people? I
submit that no Democratic Benator would advance that argu-
ment. It has always been contended by the Demoerats that the
war which we entered in 1917 was brought on by events which
transpired after the enactment of the Federal estates tax.

The fundamental purpose underlying the enactment of the
estates tax was to restrain in some measure the growth of
estates and the ever-increasing concentration of wealth in the
United States. It was upon this broad ground of social justice

that the progressive Democrats and progressive Republicans in
the Congress joined hands in securing the original enactment
of this tax in 1916.

It was not regarded by the Democratic Party nor by the
progressive Republicans as a War measure Or an emergency
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tax, but rather as a permanent tax for peace purposes. In the
1924 revenue bill the Democrats and progressive Republicans
increased the rates of taxation upon estates not on the theory
that it was a war measure, As a matter of fact, the estates
tax is perhaps the poorest of all forms of taxation for war
purposes. In the first place, it is exceedingly slow in opera-
tion, because long periods must necessarily be allowed for the
settlement of estates and for the proper adjustment to permit
the payment of taxes. In the second place, the estates tax does
not. increase in proportion to the aceumulation of war profits,
and thercfore is one of the most inelastic of all forms of
taxation.
CONCENTRATED WEALTH INHERITED

The concentration of wealth in this country has been increas
ing very rapidly. In 1915 the United States Commission on
Indusirial Relations stated the following facts:

The rich, 2 per cent of the people, own 60 per cent of the wealth;
the middle class, 83 per cent of the people, own 85 per cent of the
wealth; the poor, 65 per cent of the people, own 5§ per cent of the
wealth. .

It does not require a scientific investigation to prove that
wealth has concentrated rapidly since the report made by the
Industrial Relations Commission. An interesting review of a
few of the great American fortunes printed in the New York
Times of May 11, 1624, is in point. I summarize as follows:

John D. Rockefeller, sr., has already given two billlons of wealth
to his children. He has to-day in his own right five hundred millions,
and it Is estimated that his son, John D. Rockefeller, jr., has an income
of §40,000,000 a year.

The Pratt fortune, also of Standard OIl origin, has increased from
ten millions to over three hundred milllons in a little over 80 yeare.

The Harkness fortune, derived from Standard Oll, was estimated to
be less than fifty millions when Btephen V, Harkness died. It iz now
estimated that the aggregate wealth of this family Is more than
four hundred millions.

Meyer Guggenhelm dled in 1905, leaving a fortune estimated at fifty
millions. He had nine children. This fortune has increased so rap-
idly In the past 20 years that if divided.among the chlldren it is
estimated that each of them would have a greater fortune than the
total left by the elder Guggenhelm to all of them,

The fortune left by Alexius du Pont was estimated at thirty millions.
It is now estimated that the 40 descendants of Alexius du Pont in
the fourth and fifth generation are each worth more than the original
founder of the fortune.

Other great fortunes whose names are egually familiar show
the same tendency. The list might be greatly augmented,
Marshall Field, Archibold, Payne, Flagler, Astor, Vanderbilt,
showing the same tendency of concentration and accumulation,
instead of being broken up and reduced in size by distribution
among helrs, as Becretary of Treasury Mellon argues, they
are likely to be.

AVERAGE CITIZEN GROWS FOOE AS PRIVILEGED GROW RICH

Mr, President, people generally may spend more recklessly
and demand more comforts or even luxuries than heretofore;
our standards of living may be rising and expanding—I hope
they are—but it can not be said that the average are rela-
tively better off in the distribution of wealth to-day than be-
fore. The practice of mortgaging future earning power
through time payment, has produced a situation which one day
will demand a reckoning. The struggle to keep expenses within
the income is just as hard, if not increasingly difficult. It is
everywhere recognized that the farmer is suffering severely and
most disastrously under the monopoly management of business
and Government. Surely when so large and so basic an ele-
ment of the population 18 losing out in the struggle it can not
be maintained that prosperity is safely gronnded. Nor are the
wage earners or the great armies of salaried men and women
able to keep abreast of the high cost of living and in the mean-
while provide for the future.

Under the system of plutocratic government which fosters
and protects trusts and mergers whose control is more and
more concentrated in the hands of bankers the average citizen
is losing ground from an economie standpoint while the favored
few amass greater wealth.

A statement printed some time ago in the Wall Street Jour-
nal and accredited to the American Bankers' Association is as
follows:

At the age of 25 we find In this country 100 men, all strong and
vigorous, They have started life physically fit and on a plane of equal-
ity. Ten years later 10 are wealthy, 10 are in fair eircumstances, 40
are men of moderate means, while 35 still have saved nothing.

At the nge of 45 the number of wealthy persons has fallen to 3, 63
are merely supporting themselves, while 16 have passed into the dis-
card—they are no longer self-supporting.
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At the age of 55, 20 men have died, only 1 1s very wealthy, only 6
are self-supporting, while 54 are dependent upon their children, upon
relatives, or upon charity for support.

At the age of 75, 63 are dead; of those 60 left no property at all, 8
are well-to-do; 84 are dependent upon their relatives, children, or char-
ity for support; 95 per cent of them will not have sufficlent means to
pay thelr funeral bills,

Out of 100 able-bodied men, after 50 years of hard labor, 60 died
and left nothing to their children, 84 are still alive and possess less
than nothing, while only 3 had been able to save anything out of thelr
wages. Of the 100, 3 had become wealthy and 97 were either dead or
dependent upon others for their support.

WAR PROFITS SHOULD PAY THEIR SHARE OF TAXES

Mr. President, the estate tax provides a means of reaching
the fortunes angmenfed or created by war which escape taxa-
tion by evasion or clever manipulation. It ean not be denied
that the late war created enormous fortunes. In fact, many of
the great fortunes in the United States, as in other countries,
have had their foundation in the excessive profits of war.
Many of the fortunes already existing were enormously swollen
by war profits.

The du Pont fortune is a noteworthy example. Until the
war that fortune was almost entirely confined to the manu-
facture of munitions. As a result of the war and of the war
profits made, the du Pont fortune was so swollen that it burst
the bounds of the munitions industry and is now to be found
in a dominant position in many other commercial fields; auto-
mobiles, chemicals, dyes, hotels, and real estate are only a few
of the fields in which the du Pont wealth 1s now invested.

It is only just that a share of this war-created wealth
ghould be taken by the Government in the form of a tax upon
these great estates to pay the war debt.

Mr. President, do you realize that the per capita debt of thls
country before we went into the war was about $12 and that
to-day the per capita debt Is approximately $180?%

As has been suggested by the Junior Senator from Nebraska
[Mr. HoweLL] the war is not over as far as the payment of the
debt is concerned. High rates of taxation should be maintained
upon those war-built fortunes, at least, until the war debt has
been paid. Those who received the principal benefits of the war
boom should pay the largest share of this debt and thus relleve
the burdens of those who did the fighting and generations as
yet unborn which will be carrying this staggering load, if the
policy of taxation advocated by the Republlean and Democratic
coalition goes Into the statute law of thls land.

TAX-EXEMPT BSECURITIES

Mr. President, the way arguments are shifted around In this
debate to suit the situations of those sponsoring this bill would
be almost amusing if the stake were not so large.

When the surtax is up for discussion we hear about how
the tax-exempt securities are responsible for wealth escaping Its
taxes, and for that reason we must lower the surtax brackets.
The argument, in my judgment, was exploded by the facts
shown by the Senator from Michigan [Mr. CouzErs] when he
stated that only 714 per cent of the income of individuals
reporting income of $100,000 was derived from tax-exempt se-
curities, but the argument was used by those advocating the
hamstringing of the surtax. d

Now the shoe is on the other foot. The committee reports
in favor of repealing the estate tax. What has become of
the argument about the tax-exempt bonds? Where are those
fourteen billions of bonds that we heard so much about? Have
they disappeared overnight? If those who thundered against
the tax-exempt bond really meant business we would hear them
now supporting the estate tax. The estate tax is the only tax
by which all of those tax-exempt bonds can be reached for
taxation purposes, but now those supporting this bill are
strangely silent about the tax-exempt bonds. Having been
used as an argument for the reductlon of the surtaxes they
kave served their purpose.

WOT A CAPITAL TAX

President Coolidge and Secretary Mellon have advanced the
argument that the Federal estate tax is a tax upon capital,
which depletes the capital assets of the Nation, thus crippling
industry and curbing prosperity. At the same time they have
maintained that their object was not to deprive the States of
the right to levy such taxes. If the argument is sound as
against a Federal estate tax it 1s, of course, equally sound
against a State tax of the same character. I submlit that to
advance such an argument either Indicates that the real pur-
pose is to eliminate taxation of estates and inheritances alto-
gether, or that it is not advanced in good faith.

I maintain, however, that the estate tax is not in any true
sense a levy upon capital. Carried to its logical conclusion
this argument condemns the levying of all property taxes,
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The direct tax upon unimproved real estate, for example,
must be pald either out of the capital value of the property or
out of other income of the taxpayer. Whether the estates tax
is paild out of income or out of capital assets, it involves no
destruction or loss of property so far as the Nation is concerned.
At most, it involves merely a transfer of ownership, even if
the taxpayer is forced to sell some of the property in order to
secure ready funds with which to pay the tax.

In this connection a quotation from the treatise upon the
present tax situation by Prof. Ernest Minor Patterson, Wharton
School of Finance, University of Pennsylvania, appearing in the
New Republic, November 4, 1925, is directly in point:

* * * If the tax receipts are used for productive purposes

there is, of course, no community loss.

A glance at a few facts shows how groundless such fears are,
Professor Sellgman made this forcibly clear at the national conference
on Inheritance and estate taxation last February when he polnted out
that capital values in the United Statss are some $320,000,000,000,
In 1922 Federal and State inheritance taxes combined yielded only
about $200,000,000,

I repeat, Mr. President, that upon capital values which Pro-
fessor Sellgman estimates to be $320,000,000,000 the Federal
and Btate taxation of estates and inheritances yielded only
$200,000,000.

I continue to quote:

Gross estates subject to Federal taxzation (both resident and non-
resident decedents) were $2,937,000,000, As Professor Beligman
points out, a § per cent rate on this sum for onme year would
yleld nearly §147,000,000. The net estates subject to tax at 5 per
cent would have returned $883,642,000. In the first case one and one-
half years' and in the second two and one-half years' imterest would
have paid the entire State and Federal taxes. Since payments may in
cases of undue hardship be delayed five years, there certalnly need be no
fear that such taxes are a drain even on the capital of the beneficiaries,

But even if they did prove to be pald by actual reduction of the
capltal holdings of the beneficlaries, either on the average or in certain
specific cases, it does not follow that there is any diminution of the
capital of the community. If the lguid funds of the taxpayer are
inadequate for the purpose and he is compelled to sell some of his
properties in order to pay taxes, what happens? Nothing important,
for the purchaser merely takes a payment out of his own liquid
funds, which must be a part of the current income of the community.
Only on the absurd and crude assumption that the Government selzes
the physical properties and then burns or otherwise destroys them can
we Imagine this tax being a drain on the country’s capital. With a
national or social Income of sixty bllllons or more each year there is
no ground for fear that the present imherltance and estate taxes will
make any inroads upon our accumulation of capital.

Appearing before the House committee, Doctor Seligman
said further with regard to this subject:

The argument that It 1s a tax on capital through which you are
going to kill the goose that laid the golden eggs is erroneous, because
it assumes that all Government expenditure is unproductive. * ¢ *
As a matter of fact, however, what does the Government do with it?
Suppose the Government bullds roads; suppose the Government bullds
schoolhouses, suppose the Government bullds Panama Canals. You are
not destroying any capital, You are merely taking it from the hands
of private individuals and converting it into another form of capl-
tal. & ® »

BTATES ALONE NOT SUCCESSFUL

The argument that the inheritance-tax field should be aban-
doned by the Federal Government in favor of the States falls,
it seems to me, of its own welght. The economists who ap-
peared before the House committee opposed the withdrawal
of the Federal Government from this field of taxation.

The States alone can not reach successfully the great estates.
Estates of thls kind are very diversified and ownership of
properties situated in other sections of the country is the rule.
It is difilcult for any State to reach such widely distributed
property, and it is almost impossible for any State to levy
taxes upon properiy located outside its own borders. In at-
tempting to reach such property by taxation multiple taxation
results. This problem i3 even more difficult of solution from
the point of view of the Btates when we take into consideration
the enormous Increase in the investments in forelgn securities.
The argument advanced by those who advocate the repeal of
the Federal inheritance tax law that great multiplication of
taxation is now in vogue and will be benefited by the repeal
of the Federal Inheritance tax is fallacious and it seems to
me gives away their entire case. As a matter of fact, the
withdrawal of the Federal Government from this fleld will
complicate the problem should the States attempt to maintain
their estates tax, which discloses the real objective, namely,
ultimate repeal of all forms of taxation upon estates.
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This discloses, It seems to me, the real objectlve, namely,
the ultimate repeal of all forms of taxation upon estates,

Much has been said in this debate of the testimony of the
governors appearing before the House committee. The gov-
ernors of the several States who testified before the Ways
and Means Committee in favor of the gradual elimination of
the Federal estates tax were forced to admit that the ex-
ample of the State of Florida, which has adopted a consti-
tutional amendment against estate taxation, would necessarily
create a situation which would In the end result In the repeal
of the State laws providing for inheritance taxation.

Governor Walker, of Georgia, testified:

* % * My Btate has practically abolished the inheritance tax. I
want to say I think it was following the lead, the artificial lead, and
the spirit, which I do not approve, of the State of Florida. (Hear-
ings, 1925.)

Governor Whitfield, of Mississippl, testified:

Mr. Caruw, Did it ever occur to you what would happen if we turned
this fleld of Inheritance taxation over to the States——

Governor WHITFIELD (interposing). Yes, sir; I think T do. I think
the States would vie with each other In passing laws that would attract
the most capital and the most people to the State, and we would have
chaos and confuslon, (Hearings, 849-350.)

Governor Trinkle, of Virginia, testified:

The CHAIRMAN. To make my position clear, I think that if the Fed-
ernl inheritance tax were absolutely repealed many wealthy eitizens of
your State—and there are many of them—would take up a nominal
residence in Florlda, and you would not only lose the inheritance fax
but the Income tax. You could not enforce elther one against them.
If you made the tax any more you would have a general exodus of them.

Governor TRINKLE., Yes.

Mr, GarNER. There 18 no other power that conld reach Florida in this
sltuation except that of the Federal Government.

Governor TrINELE. None that I know of} no, sir,
858.)

Governor MeLeod, of South Carolina, testified!

Mr. Raixey., Would you not llke to have relief from that sltuation
as soon as possible?

Governor McLeop, Yes; except for thls competitive entrance of the
Btates in connection with the repealing of the inheritance tax. I am
frank to say that beginning with Florida they are coming along up—

That is, they are following the lead of Florida and abelish-
ing the inheritance tax—

and T understand they will do that In Georgia and other States, except
in South Carollna, We can not afford to enter into that competition,
(Hearings, p. 369.)

(Hearings, p.

HAVEN OF REFUGE

It was for this reason, set out in the testimony from which
I have quoted briefly, that all of these governors strongly
favored the retention of the Federal tax provision if sufficient
credit was allowed to the States to permit them to secure
needed revenue from this source. Almost without exception
they strongly fovored the Federal Government remaining in
this field of taxation for the purpose of curbing the competi-
tion for repeal initiated by Florida.

It was for exactly the opposite reason that the advoeates
of great wealth appearing before the committee favored repeal
of Federal estate taxation as a means of creating what they
were pleased to call *havens of refuge” for the rich.

Mr. Gottlieb, the so-called tax expert of the \'ational Indus-
trial Conference Board, testified as follows:

Chairman GrEes. Will you tell me bow the several States, even
those who want to Impose an inheritance tax, are going to make it
work in any substantial amount?

Mr. Gorrriee. 1 do mot know.

Chairman GreEN. I do not think anybody else does, * * =

Mr. GorrLiee. This is probably one of the benefits of a federation
of States. A person can, If he feels that one State is exacting undue
burdens from him, go to another State, There is a haven of refuge
for him,

Chairman GREEN. Your last statement ig very true, and T am glad
to get the basis of your position—that there should be a place where
the wealthy can escape from taxation, but this is & new theory of
economics, * * * (Hearings, p. 476.)

Before going into the subject of taxation of intangible prop-
erty I desire to read briefly from a telegram sent me by the
attorney general of Wisconsin, who is now conducting a case in
behalf of the State against the estate of John I. Beggs, lately
deceased, of Milwaukee, Wis. This case is a concrete example
of what these wealthy men will do if the Federal Government
xetires from this field of taxation and we have oases or havens
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of refuge, as Mr. Gottlieb called them, In the several States
where they can escape from this form of taxation.
The telegram is as follows:

In reply to your request of to-day In re estate of John L. Beggs, who
died at Milwaukee last October, facts disclosed show deceased left
more than §20,000,000, largely accumulated from Wisconsin enter-
prises; that on affidavit to Missouri that he was a resident of Wis-
consin, and to Wisconsin that he was a resident of Missouri, he es-
caped taxes as a resident In both States. He made a will, and imme-
diately before death a codleal, declaring residence in Florida. We
have ample proof that at the time of death and before he was a resi-
dent of Wisconsin, and that there is due Wisconsin a large unde-
termined amount of Income taxes and upward of $2,000,000 in-
heritance taxes, payment of which will be largely offset ngainst 25
per cent credit on Federal inheritance tax of nearly £7,000,000.

I believe that sentiment in Wisconsin unanimously sustains collec-
tlon of this inheritance tax. To repeal or substantially weaken the
Federal estate tax would be to put the seal of approval on Florida
a8 an asylum for tax avoiders, and saddle property and small tax-
payers with added burdens.

(Bigned) HerMAN L. EKERN,
Attorney General, Madison, Wis,
ESTATE TAX BEACTIES INTANGIBLE WEALTH

The insuperable problem for the States seeking to impose in-
heritance taxes is that of reaching intangible wealth in the
form particularly of stocks and bonds. It is notorious that the
attempts of the States to tax such securities during the life of
the owners is a farce which results merely in imposing undue
burdens on comparatively honest taxpayers who make truthful
returns on their holdings. The great mass of security owners
apparently have no conscience about the concealment of such
property.

The Federal Government can reach such intangible wealth,
at least upon the death of the owner, but the States can not.
This situation was very graphically described by one of the wit-
nesses before the Ways and Means Committee. Mr. E, D, Chas-
sell, representing the Mortgage Bankers' Assoclation, which is vig-
orously oppesed to the repeal of the Federal estate tex, testified :

We are developing in this country a class of what you might call
sult-case millionaires. They have gecured large amounts of tax-free
securities and can readily transport them from one State to another
where the inheritance taxes are more to their liking. A man can
not move his farm. A man who owns & farm in Illinols and moves
down to Florida and obtains a residence down there must leave his
land, factory, or store in Illinols still subject to the inheritance tax,
although he may avoid the payment of inheritance taxes on bonds and
other personal property that is removed. (Hearings, p. 444.)

REPEAL UNFAIR TO SOUTH AND WEST

The repeal of the Federal inheritance tax is a rank injns-
tice to the taxpayers of the Western and Southern States.
This arises by reason of the fact that although a large part of
the wealth is created in the West and South, it flows to the
owners who live in New York and other Eastern States, or
who have expatriated themselves and live abroad beyond the
reach of any agency except the Federal Government,

The cotton mills of the South produce enormous wealth, but
their dividends and profits flow to the owners who live pri-
marily in New York and New England. The copper mines of
Michigan, Montana, and Arizona have yielded emormous for-
tunes, but the owners of those fortunes as a rule do not live
in the States where their wealth Is produced. Michigan copper
pours its dividends into Massachusetts. A southern Senator
told me the other day of an instance where in his own State
much of the property of one of the great public utilities
is owned in a Northern State. Arizona and Montana cop-
per mines pour their wealth into the coffers of the New
York magnates. The only way.by which these and other
States can reap any benefit from wealth that has been taken
from within their borders and concentrated in the great
cities of the East Is to permit the Federal Government to levy
a heavy tax upon these great fortunes through an estate fax
and use the proceeds for the development of roads and other
needed public improvements in those States.

This is strikingly shown by tables placed in the record of the
Ways and Means Committee, page 394, by Mr. Delano, chair-
man of the committee which recommended ulfimate repeal of
the Federal estate tax. These figures show that during the
nine years that the Federal estate tax has been in operation a
total of $863,000,000 has been collected. Of this amount, $308,-
000,000 came from the State of New York. This is more than
one-third—385.7 per cent—of the total receipts from estate taxes
during the period.

Mr. President, Senators may not remain in the Chamber to
hear arguments upon this question, but they will have to face
these arguments in their campaigns, I promise them that.
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On the other hand, In each of the eight States of Arizona, | Federal estate taz reported on estatos of resident decedents distributed

Idaho, Montana, Nevada, New Mexico, North Dakota, Okla-
homa, South Dakota, and Wyoming the receipts were less than
one-tenth of 1 per cent. In other words, these eight States
together have not had enough wealth in the form of large for-
tunes to pay one thirty-fifth of the tax paid by the great estates
of New York.

The three States of New York, Pennsylvania, and Massachu-
getts have paid 52.8 per cent of all the revenue derived from
the taxation of estates during the nine years the Federal tax
has been In operation. That is not because the residents of

these three States have been unjustly taxed, but because the

owners of great fortunes have taken up their residence in those
States and thus brought approximately one-half of the wealth
of the country under thelr control.

If I had time, 1 could go on for an hour telling of these
great fortunes which have been created like the fortune of
Andrew W. Mellon, Secretary of the Treasury. The fortune
which he has amassed has taken its tribute from every hamlet
in every county in every State of the Union. Yet, if this bill
shall be enacted, when he dies those States will not get back
for their citizens any of the money which they have contributed
to the amassing of this enormous and unconscionable fortune.

Faced by this situation, which can not be denied, it is a rank
injustice, particularly to the Southern and Western States, to
repeal the Federal Tax. It means that the farmers, business
men, and professional men of these States are going to have
to bear heavier tax burdens in order to relieve the great estates
which are concentrated in the eastern cities from just taxatlon.
When the people of these States learn the effect of the repeal
of this tax they are going to view with unfriendly eyes those who
voted for its repeal and demand the election of Representatives
and Senators who will stand firmly for its reenactment.

The Federal estate tax, which the committee's report pro-
poses to repeal, amounted to $65,900,050 on the unaudited re-
turns filed in 1924, [Nore—This is exclusive of additional
assessments which In 1923 amounted to more than $45,000,000.
The total above is the only one available which is distributed
by States.] This is the latest year for which the Treasury
has published its final “ Statistles of income.”

In the table below, prepared at my request by the People's
Legislative Service, there Is presented the official figures show-
ing the amount of Federal tax reported by estates of decedents
resident in each State of the Union, covering returns filed from
January 1, 1924, to December 31, 1924, and the corresponding
percentages for each State. These percentages measure the
relative tax reduction which may be expected to accrue to
estates of decedents in the different States if this section of
the present law is repealed.

There is no assurance that death will keep just these same
proportlons as between the different States next year or the
year after, for the number of taxable returns of estates of
decedents Is small—only 0,338 altogether in 1924, However,
the proportions, in all probability, will not change materially
in most of the States.

Federal estate taw reported on eatates of resident decedenty distributed
Statea and Territories with percentages (returns filed January 1,
2}, to December 81, 192})
Btate or Territory Tax Proportion of total
1. New Mexleo el $505 | Less t&an 1/1000 of 1 per
oen

2. Nevada._. 655

8. Idaho 1,846 | 2/1 1 per cent.

4. Arlzbna. 4,444 | 7/1000 of 1 per cent.
R e e e e e Rms 8,920 | 1/100 of 1 per cent.

8. Wyoming.. H 28, 530 | 4/100 of 1 per cent.

7. Oklahoma._._. - 34,002 | 5/100 of 1 per ¢:n

8: Bonth Dakota .ol e e e 2l 35, 49 0.

0. Montane. . _ troal 36,811 | 6/100 of 1 per cent,

10. North Dakota 38, 494 Dao.

11. Vermont.. 43,411 | 7/100 of 1 per cent,

LT o T P e i o 50,256 | 8/100 of 1 per cen

13. Hawnali 3 56,017 | 9/100 of 1 per cen

14, Oregon 2 59, 580 Do.

15. Mississippi_ 66, 159 | 1/10 of 1 per cent,

16. New Hampshire T 05, 830 Do.

17. South Carolina S 110, 794 | 2/10 of 1 per cent,

18. Arkansas 112,192 Do.

0 Washingbon: - it 124, 113 Do.
20. T 128,019 Do.
s AT T D TV R ST e 142, 109 Do.
22. North Carolina 167, 885 | /10 of 1 per cent.

23, Virginis.. 215, 524 Do.
24, Kentucky 219, 864 Do.

25. Nebraska 222,885 | 3/10 of 1 per cent,

26. Alabama 238, 006 | 4/10 of 1 per centy

27. Geargia 240, 48 Dao.

g ﬁg e.rmE!"i

2, Jowa.._. per oanf

30, Rhode Tsland 451, 311 | 7/10 of 1 per mt

81. Colorado-. 464, Do.

#2. West Virginia 470,128 Do.

by States and Territories with percentages (returns filed Januar
192§, to December 81, 1924)—Confnued : 2 o
Btate or Territory Tax Proportion of total
83. Texas._. $628,174 | 1 cent.,
84. Indiana_ . 702, 202 1.{’;1- cent.
85. Missouri 780,681 | 1.2 per cent.
% Lonisiana__ ; i{g.;ﬂ? }g per cent.
DR = e » 125, .7 per cent.
38, M]nrylgin&c)l (including District of Co- | 1,552,800 | 2.4 E:r cent.
umbia).
30. Wisconsin -| 1,062,288 | 3 per cent.
g e e AT R L R S ] 2,119,063 | 8.2 per cent.
41, Ohlo. ... 2, 545,813 | 5.9 per cent,
42, Conpectleat 2,839, 077 | 4.3 per cent.
| 43, California.. -| 8 402 982 | 5.2 per cent.
4, M?i‘g:u_.. : 8, 578,015 | 5.4 per cent.
45 M 3, 858, 532 | 5.5 per cent.
468. Massachusetts -1 4,973,690 | 7.5 per cent.
47. New Jersey. -| 4,052 470 | 7.7 per cent.
48, Pennsylvends ..o 5, 332, 027 | 8.1 per cent.
40, New York.._ 20, 278, 242 | 30.8 per cent.
Grapd totalc. o eectanin | 65, B00, 050 | 100 per cent.

This table shows that in 1924 the Federal estate tax reported
by estates of decedents resident in New York was $20,278,242,
or 30.8 per cent of the entire Federal estate tax. The repeal
of the estate tax is a benefit primarily to the families of great
wealth in New York.

The benefit to the wealthy In this one State, New York
alone, outweighs the benefits to 42 other States, Hawall, and
the District of Columbia combined. The aggregate Federal
estate tax coming from all these 42 States, Hawail, and the
District of Columbia was §19,629,002 against the $20,278,242
from New York.

The rich families of New York and three other Eastern
States—Massachusetts, New Jersey, and Pennsylvania—to-
gether will get more than half the entire benefit of the repeal.

One of the results of the repeal of the Federal estate tax
upon fortunes of large sizes will be to increase the burden of
taxes upon the farmers in New York and other Htates who
are now paying from 30 to 40 per cent, not upon their estates
wl}:en they die, but out of their meager income while they are
alive.

In 1924 the estate tax from these four States amounted to
$35,636,429, or 54.1 per cent of the total; in 1923 it was $40,-
685,227, or 60 per cent of the total for that year; in 1922,
$67,047,275, or 59 per cent.

Contrast with this the fact that in 1924 in 81 States, mostly
in the West and South, estates taxes were less than 1 per cent
of the total. The proportlon in these 31 States, as shown by
the table, ranged from * less than one one-thousandth of 1 per
cent” for New Mexico and Nevada to “seven-tenths of 1 per
cent " for West Virginia. ;

In 13 other States the proportion ranged from 1 to 514 per
cent only.

The following summary table, also prepared by the People’s
Legislative Service, pictures the meaning of this repeal, which
is designed to benefit principally Bastern States in which
wealth is concentrated, and from which predominantly come
the campaign contributions to the Republican Party:

Estate tax | Propor-
Te tion of
in 1924 total
A of 31 States and 1 Territory where proportion was
ess than | per cent—New Mexico, l‘«!vtin:l:.l daho, Arizona,
Ul.n.hﬁ W{%m . Oklahoma, SBouth Dakota, Montana,
o P, Timent, e, ol o
P ow Ham L na, Arkansas, Was|

ington, “I‘enneuse, ma. North Carolina, Virginia, Ken-
tucky, Nebraska, Alabama, Georgia, Kansas, Iowa, Rhode

Island, Colorado, West V\f)‘ﬂtnja 84, 501, 43 6.8
A of 13 States and rlet of Columbia {m&gﬁiun
: ng from 1 to 5} per oomL—n’lWem. Indlana, ourl,
Louisiana, Minnesots, Maryland, Distriet of Columbla,
Wisconsin, Ilinols, Ohio, Connecticut, Callfornia, Mains,

Michigan 25, 761, 978 30.1

Subtotal of 44 States, Hawall, and Distrlct of Columbia.| 30, 263, 621 45.9
A.g’egata of Massachusetts, New Jersay, and Pennsylvania

ro| on, 7.5 to 8.1 per cent) .. 15, 858, 187 2.3

New York (proportion, 30.8 per cent) .. .. ceecucaacanaeacaae 20, 278, 243 80.8
Total, Massachusetts, New Jersey, Pennsylvanis, and

New York. 85, 630, 429 5.1

Grand total 65, 900, 050 100.0

The Federal tax reported by estates of decedents resident in
the four Btates of Massachusetts, New Jersey, Pennsylvania,
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and New York In 1922 and 1923, and thelr proportions of the
total Federal estate tax for those years, which have been above
referred to, are shown in the following table in contrast with
all other States:

19231 109230
Estates of decedents resident in— Federal- Federal-
estate tax | Per cent | estate tax | Per cent
paid paid
New York.. $32, 813, 786 28.3 [$24, 365, 380 35.8
FPennsylvanla 20, 567, 357 17.8 | 0,879, 626 4.5
N Ay = et V] 5, (35, 980 4.4 | 3,233,938 4.8
Massachusetts. . i Lo ] 9, 580, 152 8.2 | 8, 206,283 47
Total, 4 Btates. . - ;- --cacommas== 07,947, 275 58.7 | 40,685, 227 50.8
All other Stnl.es Hawail, and Dis-
trict of C olumbia ----| 47,801, 678 41.3 | 27, 405, 039 40.2
Grand tolal. .o 115, 538, 953 100.0 | 68, 060, 266 100.0

£ Statistics of Imomms fof 1023, Treasury Department (b 79

New York's proportion of the benefit of the proposed repeal
of the estate tax will be 30.8 per cent on the basis of the
1924 returns; 28.3 per cent on the basis of the 1922 returrs;
and 35.8 per cent on the basis of returns for 1923. In other
words, it will average about one-third of the total benefit,

On the basis of the average of the returns for these three
years the annual tax reduction acerning to the wealthy fami-
lies of these four States, citadels of Eastern wealth, will be as
follows :

Average annual taa reduction by repeal of Federal estate taz
(1922-192§)

Estates of decedents resident in—

New York $25, 819, 136
Pennsylvania 11, 926, 837
Massachusetts 5, 903, 38
New Jersey. 4, 440, 80
Total, 4 States__.____ 48, 089, 644
All other States, Hawall, and Distriet of Columbia__ 85, 186, 779
Grand total 83, 276. 428

ESTATE TAX A LIGHT TAX ON GREAT FORTUNES

From the date of its enactment in 1916 until December 31,
1924, there were 86,551 returns filed under the estate tax law.
These returns showed gross estates of §16,719,000,000. The net
taxable value of these estates, owing to the génerous provision
for deductions, was only 60 per cent of this amount, or $9,-
834,000,000. Upon this the estate fax levy was only $610,-

* 000,000, or about 6 per cent of the net and less than 4 per cent
of the gross estates. (Statisties of Income, 1923, p. 53.)

Considering only the latest returns for which statistics are
available—those filed in the calendar year 1924—we find that
the average tax upon all estates filed was only 85313, or B
per cent of the average net estate. Even in the highest
bracket—over $10,000,000—the average tax was only 19 per
cent. (Statistics of Income, 1923, p. 42.)

It is ridiculous for the propagandist of the repeal of the
Federal estate tax to denounce it as an excessive burden. Con-
trast the 19 per cent paid in 1924 upon net estates of over
$10,000,000 with the heavy taxes that are being paid by the
farmers in their section of the country. Representative OcpEN
L. Mitis, of New York, one of the most active opponents of
the Federal estate tax, stated in the hearings before the House
Ways and Means Committee that in the State of New York—

something lke 80 or 40 per cent of the net Income of the best agri-
enltural sectlons I8 now being consumed in taxes. (Hearings, p. 484.)

He based this statement upon the official report of the New
York Joint State Tax Committee, of which he was apparently
# member.

“ Much propaganda has been distributed about the terrible
shrinkage of estates due to the Federal tax., Examination of
the estate tax returns for 1924 show that the Federal tax
was only a minor part of the cause of shrinkage. The total tax
paid upon all estates was only $65,800,050. Compare this with
$269,368,312 for debts, notes, mortgages, and so forth, and with
$97,239,049 for funeral and administrative expenses. The law-
vers, trustees, and undertakers took 50 per cent more out of the
estate than the Federal Government.

The total Federal estate tax of $65,900,050 was almost ex-
actly equal to the amount of charitable beques 928 022
( Statistics of Income, 1923, p. 36.) In other words, the owners
of these estates voluntarily gave away as much as the total tax
levied by the Federal Government.
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BETATE TAX SCIENTIFIC AXD. BOUND

Economists and experts generally agree that the prineiple
of a Federal inheritance tax is scientific and sound and meets
the demand of a wise system of taxation.

Dr. Thomas S. Adams, professor of political economy, Yale
University, in the hearings before the House Ways and Means
Committee said of the estate tax:

I think we ought to get from death dues In this country more than
we get at present. I think we should ralse from this source enough
revenue measurably to relleve the farmers and general taxpayers.

Here are some remarks taken at random from Professor
Seligman’s testimony at these same hearings:
Addressing the committee, he said:

You, as legislators, are, always of course with due regard to the
constitutionality of a measure, concerned with its social and economic
consequences.

In England, before the war, they got from thelr death dutles 60
per cent of what they got from their income taxes, In France they
are getting a great deal more than that, and here it is proposed to
abandon It

We do not get much out of it * * *;
more, as other countries do.

It should be ome of our regular sources of income. I think It
ghould be one of the regular sources of revenue 1n every self-respecting
democratic community.

we might get a great deal

I quote from Professor Patterson on the question of lowering
taxes:

If taxes are lowered particular taxpayers will galn. Thelr expenses
wlll be lessened, their profits will Increase. But it does not follow
that the country as a whole would gain. Instead it will lose, first, in
its failure to liguidate the natlonal debt as rapldly as is wise; second,
In a less equitable distribution of tax burdens if the reductlons now
proposed are put into effect. But before pushing on it is worth while
to repeat that American business is on the whole not suffering from
high taxes or from anything else; there Is mew capital available in
enormous amounts; tax-exempt securitles are not absorbing a serlous
percentage of these new funds; heavy taxation for debt llgunidation
does not take funds from private control, but merely shifts them from
one gronp to another; the general price level is holding fairly steady:
and such changes as are occurring bear no apparent relation to the
tax level and logically can have no relation to it; and finally, the
argument that lowered tax rates will bring larger revenues is not sup-
ported by experience to date.

WEALTH RUNNKING RIOT UNDER THIS ADMINISTRATION

The policy of taxation as presented in this bill, and particu-
larly with regard to the repeal of the inheritance tax, was not
presented to the American people in the election of 1924. As
pointed out, the Republican platform did not even indorse the
Mellon plan of tax reduction. The Democratic Party denounced
it. Now they have formed a partnership to put over this biparti-
san bid for big eampaign contributions. The issue as presented
in that campaign by the Republican Party was “ Coolidge or
chaos.” That issue, together with economic pressure, turned the
tide of the election. The leaders of the Republican Party have
misginterpreted the result. They take the majority given to the
present adminlstration as an order signed in blank by the Ameri-
can people which they may fill in at the dictates of the great in-
terests of this country. Wealth, arrogant in its power, is run-
ning riot; the commissions created to regulate monopoly and to
eurb its abuses are being packed with individuals who are op-
posed to the regulation of monopoly and to the curbing of its
abuses, Gigantic mergers are on foot. They are being formed
without check or hindrance by the Department of Justice, Fed-
eral Trade Commission, or the Congress.

I have noted with a great deal of satisfaction the fact that
the Government has at last moved against the Ward Food
Products Corporation. An important part in this program of
giving wealth what it wants is the repeal of the estates tax,
which means ultimately its abandonment as a means of collect-
ing taxes from these great estates in this country. Without
presenting this issue to the people the principle of esfates
taxation is to be abolished. This tax, which, as Doctor Selig-
man testified, is found in every democratic country, is to be
wiped ont.

The coalition between the Democrats and Republican leaders
makes this reactionary stép possible. The fact that both the
leaders of the majority and the minority parties have joined
hands in repealing the inheritance tax will not absolve them
from responsibility to the American people for their action. A
day of reckoning will come. I appeal to independent Senators
on both sides of the Chamber to repudiate this concession to the
demand of the rich for the repeal of the estate tax.
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Mr, TRAMMELT. Mr. President, it 1s not my object to occupy | in regard to many other subjects—for Instance, that of deallng
a great deal of time upon the pending amendment, but in vlew | with the legal rate of interest. Bome States provide a high
of the fact that almost every speaker, whether in opposition | rate of interest as an inducement to capital to come there for
to the amendment proposed by the committee or in favor of | investment. Congress might gay, “ We think, because certain
the amendment, has taken occaslon to make reference to the | other BStates only pay 4 or § per cent interest, there is too
State of Florida and the policy of my State in dealing with | much money going to Florida, where they pay 8 per cent, and
the question of the inheritance tax, I feel it my duty, astwell as | we think we must by some &B\dce write into the law a pro-
my privilege, to speak in behalf of my State upon this most | vision that will not permit people in Florida to pay more than
important subject. 4 per cent interest, because is taking some capital from

The provision of this bill as passed by the House requiring a | some other State or some other locality.” Or they might try
refund of 80 per cent of the Federal inheritance taxes to tax- | to prevent money going to the West, where the rate of interest
payers in States having a State tax apparently was actuated | is high, and say that people who have capital to invest
and brought about on account of the action of the State of | and who desire to make loans must be stopped from trans-
Florida, acting within its rights, in having adopted a constifu- | ferring a considerable part of their fortunes to Western Stales,
tional amendment providing that no inheritance tax should be | where their money would bring 8 per cent or perhaps 9 or
levied in that State. even 10 per cent, in comparison with an interest rate of 4 or

The history of the situation Is that we had never imposed | or 6 per cent in the Eastern States from where the money
an inheritance tax in the State of Florida. Neither had my | might be transferred. There would be just as much equity,
State adopted the policy of the imposition of an income tax. | just as much justice, in the Federal Government seeking to
Surveying the situation as to avenues through which the State | control and dominate interest rates so as to try to make every-
could obtain revenue for its support, Florida has elected to main- | body keep their money where it Is, and to prevent them from
tain her State government by the imposition of an ad valorem | exercising their liberty and freedom in thelr own affairs and
tax upon realty and by the imposition of certain license and | placing thelr capital wherever they desired, or to move and
occupational taxes, and more recently, since the automobile | live wherever they might prefer.

has become so generally used, necessitating a large consump- If the Federal Government could go into the question of
tion of gasoline, the State has imposed a gasoline tax, which | State income taxes, it might provide by some device that none
brings in a large revenue, of the Federal funds should be used for certain purposes

We maintain that we have the right to select our own form | unless the States, as suggested by some Senators yesterday,
and system of taxation within the State, just as is true of all | maintain the same character of school systems that are main-
other States of the Union. Any policy on the part of the | tained in scme other States. It is an infringement of the
Federal Government seeking to control or to dominate a State | rights of the States when the Federal Government attempts
in its taxing polley 1s unwarranted under our system of govern- | to dominate and control the system of taxation that shall
ment, is undemocratie, and absolutely reprehensible and inde- | prevail in the respective States, whether we do it by indirec-
fensible. Yet the provision of the bill as it passed the House | tion or whether we attempt it by direct specific legislation
has in contemplation doing by indirection that which the Fed- | controlling such taxation.
eral Government has no right to do by direct legislation. I I contend that the provigion for a& refund of 80 per cent of
believe, in preference to any effort to control and to dominate | the estate tax is reprehensible and indefensible and shonld be
the States, that a wiser policy and a more equitable and just | stricken from the bill. If it is the desire of Congress to reduce
policy would be the entire repeal of the Federal inheritance | inheritance taxes 80 per cent, or if it is the desire to reduce
tax. By that repeal we would leave to the States the fleld | them 50 per cent or 60 per cent, why not in justice write into
for estate taxes. We would then allow the States, if they so | the bill the schedule that Is desired and specify the amount of
desired, to impose such taxes without any Interference on | inheritance taxes fo be paid instead of trying, by this provision
the part of the Federal Government. for a refund of 80 per cent, to coerce the States into reguiring

It is true that in my State we did not adopt the policy of an | a State inheritance tax?
estate tax, but in most of the States of the Union an estate Such an effort, I.think, is unprecedented and unheard of.
tax is imposed as a State policy, the States probably consider- | It i true the present revenue law contains a 25 per cent re-
ing that that Is a wiser policy than the exemption of estates | fund clause, but, of course, a 25 per cent refund clause is so
from taxation, as we belleve in Florida, and which is a matter | inconsequential in amount that it could not be considered as a
purely within the power and the privilege of the States, re- | direct effort to control the States in the matter of an inherit-
spectively. TFeellng as I do, I shall vote for the amendment | ance tax. When, however, the refund is increased to 80 per
proposed by the Senate commiitee to strike out the House  cent—and almost every Member of Congress who advocated it
provision and to repeal the Federal inheritance tax. | bad to say something about Florida not having any inherit-

The House, by its policy of adopting an amendment providing | ance tax—it is very plain to anyone who can see very far
that 80 per cent of the revenue collected by the Federal Gov- | beyond his nose what the object and purpose of any such
ernment shall be refunded to a taxpayer in a State if in the | provision Is. I insist that any such provision as that should
Btate the estate tax amounted to as much as 80 per cent of | be stricken from the bilL
the amount of the Federal tax, to a degree at least recognized If the majority of Congress acknowledges that we only need
that a condlfion exists wherein it i8 the part of wisdom and | $§10,000,000 from the Federal estate tax, then the entire in-
justice to allow the States the field for the imposition of estate | heritance tax on the part of the Federal Government may as
taxes, If it is right to have 80 per cent refunded, why is it | well be repealed and entirely abolished, leaving the question
not right to repeal the Federal inheritance tax entirely and | of estate taxes to the respective States.
leave this fleld of taxation entirely to the States? | Mr. LENROOT. Mr. President, will the Senator from Florida

Furthermore, by the amendment returning B0 per cent we | yield?
would cut down the amount recelved from the Federal In-| The PRESIDING OFFICER (Mr. Joxes of Washington in
heritance tax to almost an Inconsequential sum that wonld | the chair). Does the Senator from Florida yleld to the Sena-
come inte the Federal Treasury. I know there has been some | tor from Wisconsin?
dispute about the amount involved. It is contended by those | Mr. TRAMMELL. Certainly, I yield to the Senator from
who are guite well informed upon the subject that the revenue | Wisconsin for a guestion,
derived under the bill as it came to the Senate from the House  Mr. LENROOT. I should like to know who acknowledges
would amount to only $10,000,000 in round figures that would | that we shall only get £10,000,000 or that that Is all that we
come into the Federal Treasury. If Congress succeeds in the | need? I have not heard that statement made by anyone who
purpose that seems to be in #he minds and hearts of some of | is in favor of the estate tax. 1
its Members, both of the Senate and of the House, of coercing Mr. TRAMMELL., If I am not mistaken, the Senator from
and forcing the States to adopt tax policies that, forsooth, | North Carolina [Mr. SrmMmoxs] made that statement.
seem fo please Senators and Congressmen, then certainly the Mr. LENROOT. But the Senator from North Carolina ls
Federal revenue would be reduced to a point where the Federal | In favor of its repeal.

Government would only derive some $10,000,000 or perhaps| Mr. TRAMMELL., I know he Is in favor of its repeal, but
less from the estate tax. he sald that this proposal would reduce the revenue to approxi-

If that is true, why should we Impose a Federal inheritance  mately $10,000,000.
tax at all? Why not leave this fleld entirely to the States, Mr. LENROOT. The fact is it only cost $2,000,000 to collect
leaving them free te Impose such estate tax as they deem | $100,000,000,
proper, just as we do in regard to any other tax? If it Is Mr. TRAMMELL. But the Government Is not going to get
right for Congress to say that a State must do this or that in | $100,000,000 if it refunds 80 per cent to the States.
connection with one particular character of tax, the Congress Mr. LENROOT. It i1s not going to cost more to collect
would have the privilege of exercising that same prerogative ' $20,000,000 than it does to collect $100,000,000.
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Mr. TRAMMELL. But it Is proposed to reduce the rate and
then to refund 80 per cent to the State, when we are now only
refunding 25 per cent to the States.

Mr. LENROOT. But if it costs $2,000,000 to ecollect $100,-
000,000, and there is an estimate of £22,000,000 under the re-
duced rate, it wonld leave $20,000,000 to the Treasury, would it
not?

Mr. TRAMMELL. I am quoting the statistics furnished b
the Senator from North Carolina on the agroposlﬂon, and
have found that he is about as well informed on this tax ques-
tion as is any Member of the Senate,

Mr. LENROOT. May I say that I have my figures from the
Treasury e

Py, T MELL. The whole trend of the discussion shows,
Mr. President, that the 80 per cent refunding provision has been
advocated and adopted for the purpose of trying to influence
the Btates on the question of estate taxes. That is very plain,
and the provoking cause seems to be Florida. We contend that
we have a right to adopt our own taxation system. Florida
has been progressing nicely under the policy which she has
adopted and which ghe has followed throughout her history,
from 1845, when she was admitted to the Unlon. We are proud
of the fact that Florida iz a State without any bonded indebt--
edness; we are proud of the fact that in our Btate itreasury
there is approximately a balance of $7,000,000, and that we are
able to meet our expenses and our demands without any hard-
ship being imposed upon the people of the State by the system
of taxation which we have adopted.

While the exemption of inheritances from taxation may have
induced some capital to come to Florida—and I hope that it
has done so—that has not been the prineipal and moving cause
for the rapld expansion and development of Florida, not only
during the past few {lears but for the last quarter of a cen-
tury. Some persons have a mistaken idea that Florida has
Just all at once begun to grow and develop. Florida has been
making a steady climb and a rapid growth for at least a
quarter of a century and more. Its population has been
rapidly inereasing throughout those years. There has been
remarkable development during that time. In 1924, prior to
the adoption of the constitutional amendment in Florida, we
had a most remarkable period of prosperity and development
and growth in that State. I know a number of towns where
the building program was very extensive. For years there has
been a rapid development throughout the entire State. Those
who are informed know that at the time of the outbreak of
the great World War Florida was growing more rapidly than
was any other State in the Union. At that time we had not
written info our constitution an exemption of inheritances
from taxation. It is true that we had not imposed such a tax,
but it was not prohibited by constitutional amendment at that
time.

There are advantages which are attracting people to Florida
and which have been attracting them there for the last quarter
of a century and more. While the exemption of inheritances
from taxation has contributed more or less, of course, to the
bringing of capltal to that State, her other attractions and
advantages have offered the primary and principal induce-
ments leading people to go to Florida as pleasure seckers, as
home seekers, and for profitable investment,

We not only have our sunshine and our attractive and
beautiful country, which are sources of enjoyment to the mil-
lions who go there seeking pleasure and comfort during the
winter months, but we have there wonderful opportunities and
untold resources. Our resources are far beyond what many
are aware of who are not acquainted with the State. When
I tell you, Mr. President, that the products of the soil, citrus
fruits and vegetables, bring something like £180,000,000 to
Florida annually; that our phosphate resources produce an
income of something like $10,000,000 per annum; that our fish
bring in something like $20,000,000 per annum; that the prod-
nets of the sawmills of the State are valued at $45,000,000 per
annum; that we have there the greatest sponge market
throughout all the United States; and when I mention that
our manufacturing industries are producing something llke
$275,000,000 of commodities per annum, you may realize that
there is something to Florlda other than its wonderful eli-
mate and its wenderful possibilities for the pleasure seeker,
Of course, we are very proud, however, of that feature of our
State.

During the past few years there has been a remarkable in-
crease in our bank deposits and our resources In every respect.
During the year 1025 the bank deposits of the State increased
from approximately $250,000,000 to approximately $1,000,-
000,000. That is the amount of deposits at the present time
in the National and State banks of Florida. Our railroad con-
struction has surpassed that of any State in the Unlon during
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the past three years, something llke 700 or 800 miles of new
rallroads having been constructed and some are now in the
course of construction in certain localities of the State.

We have made marvelous progress in the constinction of
hard roads. One can drive anywhere in Florida between its
E‘lnclpa.l cities on as good roads as the best streets in Wash-

gton, If one were in Jacksonville and wanted to go to
Miami, 880 miles away, he would have only a day's travel by
antomobile before him on most excellent roads. If he were at
Lake Cl?' Fla., in the northern part of the State, and desired
to go to 830 or 840 miles away, he could speed on his
g]oumey wi in a day on as good roads as the best of the

ighways in the country. BSurrounding the towns thronghout
the State there are being put in a veritable network of hard-
surface roads.

With this rapid development and progress, with its wonder-
ful location, with its 1,500 miles of seacoast, with its 30,000
beautiful, sparkling, mirrorlike lakes dotted here and there
throughout the Btate, with its beautiful river scenery, with its
rolling, hilly section, as picturesque as is to be found anywhere
in the United States, and its remarkable resources and oppor-
tunities for the man who wants to go there for the purpose of
making a living, Florida has, we are proud to say, been en-
joylng a most phenomenal growth and development, and is
golng to continume to do so. Nelther Representatives in the
other House nor Senators who may by a Federal law attempt
to check the progress of that State will succeed. It is a use-
less undertaking, and certainly everyone must realize that it
Is a very reprehensible undertaking for Congress to attempt
to hamper a State by writing a provision in a Federal law to
Interfere with its State taxation system.

Florida Is not the only Btate in the Union that would like to
induce newcomers or induce capital, and other States have
different ways of trying to do it. Bome States do not tax real
property for State purposes. They say, “ If we do not tax real
property and support our State government by license taxes,
gha: i{s the best way in which to bulld up and develop the

tate.”

They have all kinds of methods by which they endeavor to
Induce newcomers and capital to come into the respective
States. I do not blame them for that; but in Florida we have
the same right and the same privilege, and no petty jealonsy
should actuate or cause any American citizen to try to interfere
with the development of another State, its growth, and its
progress when that growth and progress are the result of the
natural advantages of the State and the result of honest and
legitimate efforts to assist those natural advantages in bullding
a more wonderful and a greater State.

I think that the 80 per cent provision shounld certainly be
stricken from the bill and that we should fix definitely the
amount of inheritance tax, if we desire to continue it: but in
the sitnation in which the proposed legislation is at the present
time, T am going to vote to repeal entirely the Inheritance tax,
and I feel that Senators and Members of the Hounse who are
actuated by a fair spirit toward all other States should not fry
by such methods as have been attempted here to control and to
interfere with the system of taxation in the State of Florida,
for that is plainly the effort here attempted throngh the provi-
sion of the 80 per cent refund to the States.

As T have said, Mr. President, this exemption has not cansed
our growth and development. We have been growing and de-
veloping for years. Men with vision more than a gquarter of
a century ago saw the advantages and the future and the possi-
bilities of Florida. When some 35 or 40 years ago Henry B.
Plant went to the west coast of Florida and built his little nar-
row-gauge railroad some people thought he was a dreamer, a
crazy man. Now all think of him as a wise man 6f wonderful
foresight. To-day, however, that once little narrow-gauge rail-
road is one of the most profitable railroad systems within the
United States. It is now called the Atlantic Coast Line, a con-
siderable portion of its mileage being in Florida and its great-
est source of revenue being from business to and from Florida.

Thirty or thirty-five years ago, when Flagler wandered off to
Florida and had a vision, saw the possibilities on the east coast
of Florida, and began bullding gradually, lttle by little, a
railroad system penetrating into the wilderness, some of his
friends sald, and one of them told me this not long ago: “ Why,
we always thought Flagler was a man of judgment, but he has
gone wild, he has gone crazy, going down there and building a
railroad into the wilderness,”

Then he extended it on and undertook what seemingly was
the impossible task of building a railroad across 90 miles of
water, extending the Bast Coast Rallroad from Homestead—a
little village at that time, now a pretty good-sized little city—
a distance of 90 miles to Key West, bridging 90 miles of Guilf
or waters flowing into i, Oertaln people thought that was
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impossible; that Flagler had but & wild dream; and yet to-day
all up and down that system of railroad is a veritable paradise,
a place of pleasure and of amusement, and many towns and
cities with thelr development and progress that ls unequaled
in any other part of the United States; and the East Coast
Railroad, which some people thought 80 or 83 years ago was an
indication of the dream of Flagler, and a wild dream at that,
is one of the most profitable rallroad systems within the United
States. At the present time the rallroad ls being double-
tracked; tho double-tracking is almost entirely completed for
over 500 miles, and it is one of the most prosperous rallroad
systems in the Unifed States.

That is in Florida, my friends; and the present development
in Florida and its prosperity are going ahead, and the man of
vision is going to be like unto Flagler and to Plant and other
ploneers in the development of the State, He i3 not going to
think that this is a little temporary affair in Florida. He is
going to realize, from the evidences of the development of the
State up to the present time and what Is now golng on, that
Florida has an assured future, regardless of the question of its
taxation plan,

Why, last month the bullding permits in 21 towns and cities
of the State amounted to $23,000,000. Last month, according
to an article that I read in this morning’s paper, the city of
Tampa surpassed all other citles within the United States in
its increase in postal receipts. The c¢ity of Tampa had an in-
crease of 566 per cent in its al receipts for January, while
the next city in the United States had an increase of only 26
per cent. I believe that was Springfield, I1l. This progress
and this development are going on, and the exemption of in-
heritances from taxation is contributing only in a minor way.
Of course, it may contribute, it may assist, just as other in-
ducements confribute that are offered by varlous States to
people to come and locate and settle there. But Florida’s
greatest assets, Mr. President, are her wonderful climatic con-
ditions and the opportunities that are being offered there for
those who desire to seek two or three or four months of pleas-
ure and recreation during the wintertime, and then her re-
sources and opportunities for those who desire to go there to
earn a livelihood.

I read only a day or two ago that the average net yield
per acre of agricultural products in the United States per acre
is 815, while in the State of Florida the average net yield per
acre is $226. That shows that there is a prefty good oppor-
tunity for a farmer in ¥lorida. There is no other State in the
Union where a farmer can go with as little capital and with
as little energy and industry and make a living and make
money and, in some cases, grow rich as in the State of Florida,

We have those advantages there; and those advantages are
contributing very largely to Florida’s progress and her develop-
ment, as well as Florida being, we say, not only the playzround
of the United Btates but the playground of the world.

Mr. HARRIS. Mr, President, the people of my State are
very much interested in the development of our neighbor
State, Florida, and they are glad of the advertising it is get-
ting all over the country. Bome of the best citizens of Georgia
have moved there temporarily. The advertising has attracted
people from all over the country fo visit Florlda and try their
fortunes, and they have to go through Georgia. We know that
no intelligent person, after seeing our people and State, will
pass through Georgia and go to Florida to live for more than
a few weeks In a year. We know that they will come back to
Georgia even if they go to Florida and remain awhile. We are
greatly interested and are glad of the boom and development
in Florida.

What I do not like to hear, though, from my friends, the
Senators frbm Florida, whom I admire greatly, is this talk
of the Federal Government coercing their State. The coercion
started with the State of Florida. Inheritance taxes have ex-
isted for only a comparatively few years in any of the Btates;
but Florida a short while ago put the whole country on notice
that they would collect no income or inheritance taxes. One
of the arguments made in securing the adoption of the consti-
tutlonal amendment exempting inheritances and income taxes
was that the wealthy men from other Btates would come there
to escape these taxes. That action on the part of Florida coerced
my State legislature so that last year they were ready to repeal
the Inheritance tax and the income tax, which was because of
Florida's coerclon. If Georgla had followed Florida, Tennessee
and South Carolina and other States would have followed next
to keep the people of their States from leaving and bullding
homes in Georgia or Florida or Alabama so as to evade paying
income and inheritance taxes. Then the adjoining States would
have followed in repealing these taxes, and soon there would
have been no inheritance taxes or income taxes in any of the
Btates of the United States. E
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That 13 what was Intended by the tax commissions that came
to Washington and tried to influence the Members of Congress
to do away with the inheritance tax. A delegation came from
my State; they are good men and are m_vegliends, but I do
not think they understood the matter thorouﬁlév. The biggest
lobby and probably the best lobby that has n here since I
have been a Member of the Senate was the representatives of
these tax clubs. It was a pald propaganda to get away from
any Income tax or any inheritance tax, first by repealing the
Federal tax and then getting the States to follow Florida in
r g the State tax on incomes and inheritances.

r. FLETCHER. Mr. President——

Mr. HARRIS. I will ask the Senator to wait until I get
through, then he can ask me any questions he ywishes,

Mr. FLETCHER. I just wanted to call attention to one fact,

Mr. HARRIS. I shall be very glad to have the Senator do
that when I get through.

It was admltted in the House hearings, by the men who came
here pretending to represent tax commissions, that their ex-
penses here were paid by bankers and men of large wealth.
There is not any doubt in the world about it.

Mr. TRAMMELL. Mr. President——

Mr. HARRIS, I will ask not to be interrupted.

The Sepator from Connecticut [Mr, McLEAN] yesterday sald
that this inheritance tax would hurt the farmers. 1 never saw
anyone who seemingly was so Interested in the farmers' tax
belng reduced as he seemed yesterday; but last Saturday, when
we were trying to keep the farmers' mutual insurance organiza-
tions from being taxed to death, the Senator from Connecticut
voted against those of us who were trying to help the farmers,
Of course he is not trying to put them out of business because
of the big insurance companies in his State: he opposed It for
other reasons. I am not criticizing the able Senator from Con-
necticut, but his statement shows how little he knows about the
financial condition of the farmers of the United States. There
is not one farmer in 50,000 that will pay a dollar of inheritance
tax; very few have as much as 350,000, and no tax of this kind
is paid on less amounts; but the Senator says that if we pass
this bill it will mean that the farmers in the Northwest, who
are suffering so much, will have to pay higher taxes. Here Is
hig language., I will read it:

Now, Mr, President, if we Insist upon this Inherltance tax and de-
prive the States of resorting to it, it seems to me that the farmers
throughout this country are beund to suffer by an increase of direct
taxes upon their real property.

I do not think there is a farmer in the United States who
can be fooled by any such statement as that. The farmer does
not know much about taxes, except the heavy taxes on his
property, and with his losses on farming the past few years
he has had trouble paying any tax. He does not know much
about Inheritance taxes, as they are levied only on the rich. He
knows that his neighbors have not pald any. He Is less abla
all the time to pay taxes because of the flnancial suffering
he is undergoing., I wish the Senator from Connecticut would
help us assist the farmer in a substantial way when there is
some legislation before the Senate that will really benefit the
farmer.

In my State there are three large systems of railroads, and
their property values run into many millions. I understand
that over half of one of those railroads is owned by a ecitizen
of Connecticut. I am not against the large wealth of the coun-
try where it has been made honestly. I have no eriticism
against it, but the wealth in those Georgia railroads was
created by the people in my State. They have paid high pas-
senger and freight rates, and they have paid for other things
that have enhanced the value of these railroads. That railroad
property in Georgia has made the holder of these bonds or
stocks in Connectient and others wealthy. When he dies, the
property ought to help pay the inheritance taxes in the State
where it is located, where the wealth was created that has
made the man in Connecticut wealthy; but, if he died, all of
the Inheritance tax would go fo the State of Connecticut in-
stead of to the State where the property is located. This same
condition is true in many States, particularly in the West and
in the South. If the owner of a railroad in Georgia or any
other State lives in another State and pays no inheritance tax
to the State his property is located in, it 1s only fair and just
that he pay the Federal Government an i{nheritance tax on his
millions of bonds and stocks and tax-exempt securities, which
would lessen the burden of taxes of all citizens in Georgia and
elsewhere. Mr. President, the large fortunes running into
hundreds of milllons are a menace to our country, and the
holders of these millions are, In my judgment, making a great
mistake in trying to evade the payment of an inheritance tax.
It 13 the fairest tax of all and can not be passed on to the
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peor, who must labor to live and support thefr familles and
are already too heavily taxed by the high protective tariff,
which Increases the cost of living so much.

Mr. MoLEAN. Mr. President——

Mr. HARRIS. I will ask the Senator not to interrupt me
until I get through.

Mr. President, I am a believer in States rights, but I notice
that when the constitutional lawyers can not answer an argu-
ment, they always talk about State rights, or coercion on the

rt of the States, and some other things; and, of course, they

ave had to resort fo it in the case of this measure, because
the object of this proposal, in my judgment, is simply to get
rid of any inheritance tax in any of the States and in the
United States,

Mr. TRAMMELL. Mr. President, just one question: Is there
an inheritance tax in Georgla at the present time?

Mr. HARRIS. We have an inheritance tax now; but the
State legislature last summer, because of the coercion of the
State of Florida in putting it in the constitution te bait our
wealthy men to move there, was ready to repeal the inherifance
tax, and would have repealed it except for the Federal inherit-
ance tax law.

Mr. TRAMMELL, You did not stop them from going to
Florida, though; did you?

Mr., HARRIS. The only amount of inheritance tax In
Georgla is what the Federal Government levies and what they
allow us credit for.

Mr. FLETCHER. Mr, President, the Senator will recall that
it was not merely last year or year before that Florida took the
position that he has mentioned with reference to inheritance
taxes and income taxes. Florida never has had an income tax
law, and never has had an inheritance tax law; so, why have
not the people of Georgia been flocking to Florida all these
years, instead of walting until recently? 3

Mr, HARRIS, The Senator is one of the ablest men in this
body, and I am proud that he was born in my State. He knows
very well the difference between & constitutional amendment
and a law, because & majority of the legislatures conld repeal
the law and have an inheritance tax imposed at any time; but
he knows that it is a very difficult thing to change the constitu-
tion of a State.

Mr. BORAH. Mr. President, I am opposed to.the repeal of
the inheritance tax law. I think it a fair and an equitable
tax, and collected with perhaps as little expense as any tax we
could lay. It is a sound tax, economically speaking.

I favor an inheritance tax, not that I desire to distribute
property by means of taxation but because, I think, under the
circumstances and conditions which now confront us and with
which we have to contend, it is a fair way to realize a portion
of the revenue which we must have. It is placing a part of
thiz great burden where it should be placed in justice to other
taxpayers.

We now have a natlonal debt of some twenty or twenty-one
billion dollars, Upon that debt we are paying between eight
and nine hundred million dollars a year interest, That entire
debt, with the exception of something less than §1,000,000,000,
was incurred by reason of the late war, We have an annual
budget of something like three and a half billion dollars, and
in my opinion it will be four billion before it is less than
three and a half billlon. It is true that we have made some
considerable progress in the last few years in reducing ex-
penditures along certain lines, but we seem to have reached the
low point in the matter of reduction of expenses and are now
upon the upward grade.

Last year, according to the figures which I have been able
to gather, the people of the United States paid in the way of
taxes—State, county, and national—something over $7,000,-
000,000, The per caplta taxation in the United States now is
about three times what it was 10 years ago.

I observe that the first 124 years of this Government cost
the taxpayers something like $26,000,000,000, The last 10
years have cost something over $60,000,000,000.

Under these conditions it seems to me entirely equitable and
wholly just to call upon those who distribute large estates
to meet thelr proportion of the tax burdens.

The contention is made that we have not heretofore called
upon the inheritance tax except in time of war. Technically
speaking, I presume that is true, so far as this country is con-
cerned, although in a great many countries it has become an
established permanent tax, and particularly so in democratic
counfries. But we are really now meeting war conditions and
paying war taxes. The entire national debt which we are
carrying, with the exception of less than $1,000,000,000, is a
war debt, and the great increunse in the National Budget is by
reason of the war, and we are yet meeting the conditions
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superimposed upon us by reason of the war. If we justify the
tax alone as a war tax, certainly these taxes are all war taxes,

I can not understand upon what theory we can remove the
Inheritance tax, even if it be considered a war tax, until the
actual burdens of war have been reduced to some reasonable
figure, and we are now meeting the burdens of the war quite
as effectually as if the war were still In progress, so far as
taxation is concerned.

I am not concerned in the least with the proposition which
has been debated here to such a great extent, and particularly
to-day, as to the effect of a repeal of the tax upon the attitude
of the States toward this subject. I am perfectly willing to
permit the States to have their own system of taxation, with-
out interference upon the part of the National Government.
I see no reason, however, why the National Government should
not levy its inheritance tax at a reasonable rate and permit
the States to enjoy it or not, as they see fit. I certainly am
not in favor of using the taxing system to coerce a State into
adopting a system it does not like. But that has very little
to do with the fundamental proposition that the National Gov-
ernment itself is entitled to an inheritance tax, and particu-
larly under the conditions which now confront the National
Government,

I observe that the argument agalnst the inheritance tax
which is most persistently urged upon the part of those who
started the campalgn against an inheritance tax would repeal
the laws in the States quite as effectively as the law of the
National Government. It is true that there are those who lay
particular stress upon the fact that the right to impose such a
tax belongs to the States, but in reading the arguments which
have been advanced from time to time, particularly by clubs
which have been organized for the purpose of spreading propa-
ganda for a repeal of the tax, I have noticed that the argu-
ments which they advance apply to the inheritance tax and
reject it upon principle; that is to say, for reasons which
have no relation either to State governments sr to the Na-
tional Government.

In my judgment, if the National Government removes the
inheritance tax, to a very marked extent the campaign will
be continued for its removal in the States, and particularly
in a large number of the States which think they may derive
some advantage by reason of the proposition.

The tax which is now in existence has been referred to con-
stantly as a 40 per cent tax. I want to read a statement from
Professor Patterson, which throws some light upon the prac-
tical construction and application of the statute. He said:

The rate of the estate tax {s most often described by referring to
the 40 per cent maximum rate imposed on large estates in the law*
of 1924, In discussing the income tax we noticed that such references
are often mizleading and the same caution should be exercised here,
The law of 1924 actually prescribes this high rate in the following
words: “ Forty per cent of the amount by which the, net estate ex-
ceeds $10,000,000.” Moreover the law contains the following impor-
tant provision as section 301 (b):

“ The tax imposed by thls section shall be credited with the amount
of any estate, inheritance, legacy, or succession taxes actually paid
to any Btate or Terrltory or the District of Columbla, in respect of
any property inecluded in the gross estate. The credit allowed by this
subdivision shall not exceed 2§ per cent of the tax Imposed by this
sectlon.”

With this wording one should not expect to find that the Federal
Government is really taking 40 per cent of the large estates, but some-
thing considerably less. The nominal rates in the law of 1921 ranged
from 1 per cent to 26 per cent while actual payments made In 1923
under the law of 1021 ranged from 1.03 per cent on net estates under
$50,000 to 21.67 per cent on net estates of $10,000,000 and over.
The average tax pald was 5.05 per cent of all the net estates subjeet
to tax., In 1022 the range was from 1.03 per cent to 22.36 per cent
with an average of 7.15 per cent for all sizes of estates. *= * =

We are thus not concerned with aectual payments of 25 per cent
on large estates in 1923. None in 1923 were higher than 21.67 per
cent and the average was only 5.03 per cent. This seemingly low
average is due to the fact that most of the estates are small.. The
returns show that 99.26 per cent of the returns filed were for éstates
of $1,000,000 or less and hence would be subject, In the present law,
to a nominal maximum rate of 12 per cent or less. Rates higher than
12 per cent would affect less than 1 per cent of the estates which must
file returns.

But notwithstanding the rate, in the practical working of the
statute, as stated by Professor Patierson, we realized in 1924
from the inheritance tax law $102,996,761. It has been esti-
}natqid 92511&[ we will get between $100,000,000 and $125,000,000
or 5

This is the very small stipend called for from the-large
estates of this country to help meet the stupendous burden of
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taxes now resting upon the Amerlcan people, a debt, as I have
said, of some $21,000,000,000, and an annual budget of some
three and a half billlon dollars.

It is certainly not inequitable, it 1s certainly not unjust, it
fs certainly not socialistie, it is certainly not communistle, to
call upon these great estates to help meet the burden which
bas been imposed upon us, as much eertainly for the benefit of
those who have accumulated this wealth as for anyone else
who was intereated in our country during the time these ex-
penses were being incurred.

In my opinfon, as I have stated, this is not a fight between
the States and the Federal Government, This is an attempt
to get rid of the inheritance tax; and I venture to say that
the campaign will continue after we have on the
question quite as forcibly as it has been conducted during the
time it was here for our consideration.

I think, therefore, that we ought to pause before relieving
these estates of this burden and deliberately passing it on to
gome one, because whatever is taken off their backs will be
passed to the load of some one else.

In my opinion, that is the progress which is going forward
in the tax system of thils country. It has not been very
long since we repealed what was known as the excess-profits
tax. Next came vast reductions in what {8 known as the
gurtax; and I venture to say that the next time we deal with
a tax Dbill the surtax will be reduced to 10 cent, or per-
haps eliminated entirely. It is now propo that we relleve
the great estates from the inheritance tax. Inside of 10 years
I expect to see the vast burden of taxatlon growing out of
the war passed to the common taxpayer of this country, and
the vast wealth of the country will be relleved entirely of its
portion under the fundamental law of taxation—that g)ple
should pay in accordance with thelr ability to pay. ery
move—the whole plan—is to make the average citizen carry
this great debt and relleve the exceptionally wealthy.

Certainly until we are from under the burdens of war, until
we are from under the load which has been u?laced upon us
for the common good of the country, that rule—that people
ghould meet their taxes according to thelr ability to pay—
should not be abrogated, particularly not in beh of those
who fre so exceptionally abla to pay.

I do not intend to go into an extended discussion of the

inheritance tax. It would serve no useful purpose at this time
after this long debate. But, in view of some of the arguments
which have been advanced that this is only a war tax, I
want to read first a paragraph from Professor Bellgman in
& book lately out on taxation. He says:
* The inheritance tax 1s to-day found primarily In democracies like
those of England, Bwitzerland, Australia, and America; and in other
countrles its development has gone hand in hand with the spread of
democratic ideas, ®* * * Because the tax has frequently been
urged by those svho are opposed to large fortunes, It has usually been
overlooked that it may be defended on purely economic grounds as in
complete harmony with the general prineiple of equitable taxation.

Again, he says:

The inheritance tax to-day scarcely needs defense. It is found in
almost every country; and the more democratle the country the more
developed i3 the tax.

Mr. Gladstone, in the great debateg on this subject in the
House of Commons years ago, declared:

The carrying property In perfect security over the great barrier
which death places between man and man is perhaps the very highest
achlevement, the most signal proof of the power of elvillzed institu-
tlons. * * * And an Instance so capital of the great beneflt eon-
ferred by law and civll institutions upon mankind and of the im-
mense enlargement that comes to natural liberty through the medium
of the law, that I concelve nothing more rational than that, if taxes
are to be raised at all, the Btate ghall be at liberty to step in and take
from him who is thenceforward to enjoy the whole in security that
portion which may be bona fide necessary for the public purpose,

Elghteen years ago Colonel Roosevelt, speaking at Province-
town, had this to say:

The materislism of such a view, whether it finds expression in the
life of 2 man who accumulates a vast fortune In ways that are repug-
nant to every instinet of generosity and of fair dealing, or whether it
finds expression in the vapidly uvseless and self-indulgent life of the
inheritor of that fortune, is contemptible in the eyes of all men capable
of a thrill of lofty feeling. Where the power of the law can be wisely
used to prevent or minimize the acquisition or business employment
of such wealth and to make it pay by income or Inheritance tax its
proper share of the burden of the Government, I would invoke that
power without & moment's hesitation.

Mr. President, this Is a fair tax, a just tax, an economically
“ gound tax, und it is signally unjust to the average taxpayer of
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the United States to continue this program of relleving excep-
tlonal wealth from its proportion of our burden. I close with
the words of Denjamin Harrison, who, after his retirement
frti):;: the Presidency, speaking upon the obligations of wealth,
said:

Men who have wealth must mot hide it from the tax gatherer and
flaunt it on the street. Buch things breed a great discontent. All
other men are hurt. They bear a disproportionate burden. A strong
soldier will carry the knapsack of the crippled comrade, but he
;:11 not permit & robust shirk to add so much as a tin cup to the

rden,

Mr. WALSH. Mr. President, referr to the pripaganda,
if that term may be used for the abolition of the estafe tax,
mentioned by the Senator from Idaho, I submit a telegram re-
ceived by the Btate board of equalization of the State of Mon-
tana from the general counsel of the American Bankers' Asso-
clation, as follows:

New Yomrx, N. Y., January 21, 1926.
BTATE BOARD OF EQUALIZATION,
Helena, Mont.:

In view of the elimination of Federal estate tax by the Senate
Finance Committee In reporting revenue bill to Senate, which is in
accord, I understand, with the desires of tax commissioners and State
tax authorities, that such source of revenue Le left to the State, and
as the American Bankers' Assoclation favors the ellmination for like
reasons, we respectfully beg leave to suggest that the time is now
opportune for urging Members of Benate to support such elimination
and asking Members of House to request their conferees when ap-
pointed to consent to elimination,

TuoMmas B, Parox,
General Counsel Americon Bankers’ Association.

The general counsel for the Bankers Associatlon evidently
mistook the position of the board of equalization of the State
of Montana, for they answered in a letter setting forth what
I think are conclusive reasons why the tax should not be
repealed. In lieu of & speech on the subject I ask that the .
letter be read at the desk.

Mr. HARRIS. Mr, President, may I interrupt the Senator
before the letter is read?

Mr., WALSH. I yield fo the Benator from Georgia.

Mr. HARRIS. It is my understanding that the American
Bankers' Association repudiated the crowd who were trying
to use the organization for this purpose.

The VICE PRESIDENT. The clerk will read as requested
by the Senator from Montana,

The Chief Clerk read as follows:

BTATE OF MONTANA BoOARD OF EQUALIZATION,
Helena, January £7, 1088,
Hon. THOMAS J. WALSH,
United Stotes Senate, Washkington, D, O.

Duir BexaTor: We are Incloslng herewith copy of a telegram
recelved from Thomas B. Paton, general counsel for the American
Bankers' Assoclation. In this telegram it is urged that our board
fmmediately ask the Montana representation in Congress to favor the
elimination of the Federal estate tax from the revenue bill. In
order that there may be no misunderstanding of our position, and in
order to call this matter to the attention of our representatlion as
requested, we wish to state that we are emphatically opposed to such
ellminatlon, and are just as emphatically opposed to the methods used
by the opponents of the Federal estate tax to influence Congress in
its consideration of the revenue bill.

We believe the Federal estate tax as passed by the House is a just
and fair tax, and that the Federal Government should not retire from
this field of taxation. While it s true that Iln some cases estates are
required to pay taxes in more than one jurlsdiction, it 18 also true
that with the elimination of the Federal estate tax, estates could be
exempted from all taxation. It Is fallacy to believe that with the
elimination of the Federal estate tax all Btates will adopt a uniform
method of taxation. While taxing authorities may agree that such a
condition should be brought about, the Individual States have always
been extremely jealous of their rights and have passed revenue laws
to meet local needs and conditions. The elimination of the Federal
tax will not In our oplnlon hasten the ennctment of uniform inherit-"
ance tax laws by the several States, but will create a rivalry in the
bidding for capital, which may eventually cause a repeal of all Btate
inheritance taxes. WIith the rapidly Increasing amount of tax-excmpt
securities outstanding, owners of great wealth may escape all contri-
butions toward the support of Government by establishing residence in
States which do not tax Inheritances, and thereby withdraw necessary
capital from States in need of development where Inheritances ara
taxed. A fair Federal estate tax with liberal exemptions for Statle
taxes would equalize and regulate this condition and reduce the attrac-
tiveness of tax-exempt securities us an investment.

We have heard it stated that the Federal estate tax is an altempt by
the Government to coerce the Btates that now exempt inheritances from
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taxation to adopt State Inheritance tax laws. We do not belleve this | 8500, the other $19,000, not because of anything that they have

i{s a sound argument for the eliminatlon of the Federal estate tax.
The small minority of States that do not now tax inheritances should
not be in a position to make it necessary for the balance of the Etates
to repeal their inheritance tax laws in order to retain the domielle of
their wealthy citizens.

The greatest single argument we have heard for the elimination of
the Federal estate tax is that the Government should retire from this
field in favor of the several Btates. From our investigation we find
that the great majority of advocates of Btate rights are also opposed
to State inheritance taxes. If the Government repeals the estate tax
we are very much afrald that the principle of taxing inheritances in
any form will be set aside as unsound and an entering wedge will be
provided for the repeal of State Inheritance taxes.

It is generally admitted that tangible property bears too large a
proportion of the burden of government., With the rapid increase of
interstate business the problem of Btate taxation I8 becoming more
difficult. Business of all kinds that in past years was local in charac-
ter and management is raplidly becoming a part of large corporations
doing business in more than one State, State lines are rigidly main-
talned for purposes of taxation, while the intangibles and profits of
these concerns escape taxation to a great extent by conflicting State
revenue laws. Havens or sanctuaries for the rich should not be pro-
vided by the States; neither shonld the Federal Government allow this
condition to exist. If the Government must repeal the Federal estate
tax, a method should be found to compel owners of tax-exempt securi-
ties and intangibles to contribute proportionately toward the support
of Government, Having supervision over the State Inheritance tax
law of Montana, we find that nearly all large estates are ownerg of
tax-exempt securities, If the principle of income and estate taxation
is sound, and we belleve it is, it seems to us that the owners of such
gecurities should not be allowed complete exemption during their life
and their estates to escape taxation upon their death. Protection of
property rights Is just as great, if not greater, to owners of wealth
ag it is to owners of small means, and thelr contributions to society
should be to a great extent commensurate with the privileges enjoyed.

In order to relieve tangible property from an unjust burden it is
necessary that we as a State malntain our Inberitance tax, and we can
not subscribe to a policy that may eventually deprive us of this source
of revenue.

Very truly yours,
BraTE BoARD OF EQUALIZATION,
J. W. WALgER, Chatrman.
0. A. BERGESON,
Jas. H, BTEWART,
Members,

Mr. REED of Pennsylvania. Mr, President, in a very few
minutes I desire to call attention to one or two features of the
problem that I think have not been touched upon, or at least
have not been stressed in the discussion thus far. I want to

reface what I have to say with the statement that I believe
n inheritance taxation. I believe that the right to transmit
immunity from labor from one generation to another is an
uncommon privilege, a very high privilege accorded to a eiti-
zen, and that ‘it is a very proper subject of taxation. One
saves his earnings primarily that he and those of his imme-
diate family may enjoy life by immunity from labor at a time
when old age or affliction makes labor difficult or impossible.
But to pass that immunity on to a subsequent generation, to
enable one who himself has not exercised thrift to live through-
out his existence upon the efforts of others is a privilege which
all governments may properly consider a subjeet for increasing
taxation. That much for my fundamental belief on the sub-
Jeet.

We come to the provision in the bill that is before the
Senate to-day, and I think I can say without fear of success-
ful challenge that it is the most unfair system of inheritance
taxation that can be found in any civilized ecountry to-day.
Taxes are paid by live men, not by dead men. Some one called
this a tax on a dead man's estate, but actually the United
States is taking the money from some surviving individual
who would have it if the United States were not to take it.
If that be so, and it seems to me it can mot be successfully
contradicted, then we ought to take from live men in the same
proportion according to their cirenmstances. It is not fair to
take from this live taxpayer ten or fifty times as much as
we take from that one on the same amount of inheritance re-
ceived, and yet that is what the bill proposes. I can explain
my point by an illustration.

If I inherit the whole of a $100,000 estate, my tax under the
provisions of the bill as it came from the House is $300. Out
of the entire $100,000 estate that I get the tax is $500. But
if my brother receives $100,000 from a $5,000,000 estate the tax
which is deducted from his inheritance is §19,000. Now, what
system of taxation is it that accomplishes such results? Two
men receiving each the same amount are taxed, one of them

I

| done or left undone, but because the dead men from whom the

inheritances are derived happened to be unequally wealthy.

Mr. BORAH. Mr. President, may I ask the Senator a
question ? .

The VICE PRESIDENT. Does the Senator from Pennsyl-
vania yield to the Senator from Idaho?

Mr. REED of Pennsylvania. I am glad to yield.

Mr, BORAH. That feature of the situation has been dealt
with pretty successfully in England, has it not?

Mr. REED of Pennsylvania. I am not aware how they dealt
with it there. I think they tax the mmount received by each
beneficiary. We have dealt with it pretty successfully in Penn-
sylvania, because we tax the amount that is received by each
beneficiary, The Senator from New Mexico [Mr. JoxEs] urged
that system when the 1924 tax bill was being considered. The
Senator from Rhode Island [Mr. Gezey] urged it with great
force, and I believed in it, as others did, and we offered an
amendment in behalf of the Finance Committee when the bill
in 1924 was being considered, the purpose of which was to
correct this inequality.

Mr. SMOOT. Also in 1921.

Mr. REED of Pennsylvania. Yes; also in 1921. The one I
am more familiar with is the 1924 law. We realized the in-
equity of the thing. It is shocking. We offered that amend-
ment, but it went out in conference; we could not hold it,
I believe that most of the Senators have not realized what a
hideous unfairness this provision works out in its application
to different classes of taxpayers. Senators may believe in an
inheritance tax all they please. They may believe the Federal
Government ought to levy it. They may believe that we ought
to refund to the States the way the bill tries to do. But I defy
them to defend such diserimination as that. ;

In another way I think the bill as it came from the House is
unfair in its application to various States,

Mr. WALSH, Mr, President—

Mr. REED of Pennsylvania. I am glad fo yleld to the Sen-
ator from Montana.

Mr., WALSH. Does the Senator believe that if that system
were substituted for the House provision it would be any more
snccessful in conference this time?

Mr. REED of Pennsylvania. I doubt very much whether it
would be. I am pointing out successively the defects as to
which I think the bill is subject to criticlsm. I think the
House attitude in all these years has been the wrong one in
that respect and I think the Senate was right.

Now I come to another element of unfairness. We have
heard much talk about the States that do not impose inheri-
tance taxes for the reason that they wish to attract people to
come and live within their borders. We also hear about States
that do not have income taxes because they want to attract
people to live within their borders. Does it not seem obvious
to everybody that the expenses of running those States have
got to ba reallzed from the population of the State and,
whether they adopt the method of inheritance taxation or in-
come faxation or tax gasoline or the bread the people eat, the
cost of operation of the States, the service of their loans must
come out of their population in the long run. It is almost a
false argument for a BState to urge people to come and estab-
lish their domicile within its borders on the theory that be-
cause they have abstained from one branch of taxation the
population of that State has a peculiar advantage, In the
long run the money comes out of the people who live there,
and whether it be taken by one form or another, they end in
paying substantialiy the same amount,

Mr. BORAH, That 1s, the people as a whole.

Mr, REED of Pennsylvania. Yes; the people as a whole;
and, of course, if the tax system among the people as a whole
is not fair it is up to them to correct it; it is not up to us.

Mr. BORAH. I agree with that.

Mr. REED of Pennsylvania. Now let me {llustrate the way
this works, bearing that factor in mind. We say to Florida,
for example, “You have taken no inheritance tax from your
citizens, so we will charge your wealthy men 20 per cent.” Is
it not obvious that the citizens of Florida, taking them col-
lectively, are paying fo us the full 20 per cent rate, and that
they are also paying all the expenses of running their State
government besides? Therefore, by this bill we are imposing
a double tax on the citizens of Florida, because we do not
like the method adopted by Florlda for raising her revemme
from her citizens, while, on the other hand, as to some other
State which adopts a method which we like we tax her citi-
zens only once becanse their inheritance taxes are rebated by
the Federal Government, all because we, sitting here in Con-
gress, say it is for the best interest of Arizona or Washington
or Florida or any other State that they adopt this method of
taxation instead of some other.
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We are taxing Florlda five times as heavily on the Inherit-
ances of her citizens as we are taxing Pennsylvania, perhaps.
What possible justification can we find for such a course of
action as that?

Mr. BROOKHART. Mr. President—

The VIOCH PRESIDENT. Does the Senator from Pennsyl-
vania yield to the Senator from Towa?

Mr. REED of Pennsylvania. I yleld.

Mr, BROOKHART. Conceding, as I do, that there ought
to be no distribution of this tax back to the Btates, is it not
a fact that most of the great fortunes that pay the large in-
heritance taxes are made In interstate and foreign commerce
anyway?

Mr. REED of Pennsylvania. I do not know how they are
made. Some of the biggest fortunes of which I know that I
think most deserve taxation have been made by buying real
estate and letting it grow in value from other people's efforts.

Mr. BROOKHART. Real-estate values are made very largely
through connection with interstate and foreign commerce.

Mr. REED of Pennsylvania. I think they are made, to a
considerable extent, by the desire of people to go to the theater
at the same time in a few blocks in New York City, for in-
gtance.

Mr. BROOKHART. That Is largely because of interstate
traffic.

Mr. REED of Pennsylvania. I suppose so, In some cases.

Mr. BROOKHART. It being interstate traffic, should not
the Government keep it all? What is the oceasion for distribut-
ing it among the States? Is not the remedy to cut out the
80 per cent provision rather than to use that as an argument
against the justice of an inheritance tax?

Mr. REED of Pennsylvania. I think the Senator from
Iowa is exactly right. If there is any justification for this
tax, we ought to keep it all.

Now let me come to the next polnt; and I am not unmindful
of my promise to try to be brief. The only justification for
levying a tax in this bill is that it brings in money to the
United States to help pay its governmental burdens. We are
all mindful of the great burden of $20,000,000,000 of the Fed-
eral debt, to which frequent reference has been made. The
only excuse for levying a tax is that it will bring us in more
money than it costs to raise it.

Here is what this does: If this bill is successful in elubbing
the States into adopting a uniform tax policy, we are going
to return 80 per cent of this 20 per cent maximum to the
taxpayer.

We are only going to get 4 per cent net from the largest
estates, We talk like rabid radicals, and yet we impose one
of the smallest inheritance taxes by this rate that is known
in the United States—4 per cent on the richest men. The aver-
age estate will not pay anything like that; it will not pay as
much as 1 per cent. An estate of $100,000 will pay net to the
United States one-tenth of 1 per cent after we have made
the RO per cent rebate. The tax is nominally $500, but we
rebate $400 of that to the State. After all its effort to col-
lect, after all its audits and appraisals of the estate of the
taxpayer, the United States gets a gross income, then, of $100;
and the cost of collection, as we all know, will run many times
that amount. Looked on as & money raiser, it iz hopelessly
unproductive; and if we are proposing to enact this bill, as
its title says, “to provide revenue,” we are going about it in
a mighty poor way.

Now, finally, the factor of clubbing the States has been
talked about. I am a Calbhoun Democrat in the matter of
State rights, I believe that the invasion of Btate rights by
the American Congress in recent years has been absolutely
unpardonable, and if persisted in will break down the structure
of our Government. Many of us believe that, and yet we argue,
as the Senator from Idaho argued with such ability a few
minutes ago, that if we repeal this tax we will see a cam-
paign started in the various States to get them to repeal their
inheritance taxes. Well, if my conception of government is
right, what business is it of ours whether a campaign like that
is started? What business have we got to concern ourselves
with what campaign is started in the State of Idaho to make
the people there change their taxes?

Mr. BORAH. Mr. President, I was addressing myself to the
proposition that the contention that this was a fight between
the Federal Government and the State governments is not the
real contention here at all, The real force back of the repeal
of thiz tax is the force that will be back of the repeal of any
inheritance tax, While as a Senator I may not be Interested
in the State of Florida, as a citizen I am interested in main-
taining an inheritance tax, and I was arguing against the
principle which is assnmed in this fight.

Mr. REED of Pennsylvania. Mr, President, I began my re-
marks by explaining that my own feelings are exactly the
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same; that T belleve in Inheritance taxation: but I do not
believe for one moment that the Congress of the United States
has a right to say to my State what it shall or shall not do on
that subject, and that is what we are frankly attempting to
do in this bill.

Mr. BORAH. I quite agree with the Serator upon that
proposition, and so stated, that the Congress should not under-
take to club the States into doing anything; but is the only
remedy for that sltuatlon to repeal the law entirely?

Mr. REED of Pennsylvania. Of course that is not so.
can eliminate the 80 per cent rebate.

Mr. BORAH. Exactly.

Mr. REED of Pennsylvania.
pose guch an amendment?

Mr, BORAH. No; I do not; I am not a member of the
Finance Committee; but what T am asking Is, why, if the
Senator's argument be sound—and in some respects I think it is
sound—why did the Finance Committee undertake to meet this
in no other way than by a complete repeal of the inheritance
tax? Why was not this iniquity of which the Senator first
spoke as between brothers adjusted by a proper provision upon
which we could vote?

Mr. REFD of Pennsylvania. We tried that in 1021, and we
tried it in 1024,

Mr. BORAH. And now the Senator's remedy is to repeal the
tax entirely; that is what we have here. Instead of adjusting
what the House provided, all we have 1s a complete repeal, with
a refund to those who have been obligated to pay.

Mr. REED of Pennsylvania. Absolutely; because it is better
to have no Federal effort than to impose the inequalities and
unfairness which have been handed to us by the House in this
case, and we know we can not get a fair one through.

Mr, WADSWORTH. Mr. President, will the Senator suffer
an interruption at that point?

Mr. REED of Pennsylvania. I am glad to yield to the Sen-
ator from New York.

Mr. WADSWORTH. I might suggest to the Senator from
Idaho that if the 80 per cent rebate—we will call it—is elimi-
nated, or any per cent of rebate Is eliminated, we instantly
run into another dilemma, that dllemma resulting from the
imposition of a Federal tax without rebate squarely on top of
the State tax without rebate, or several State taxes. I assume
that there was one motive in the minds of those who suggested
this rebate, and that was to attempt to stop this pyramiding of
inheritance taxes.

Mr. BORAH. I know it s said that the Btates are actually
“ ¢clubbed,” but there is very little pyramiding; and the Gov-
ernment collected $102,000,000 from estates,

Mr. WADSWORTH. There is very serious pyramiding; on
certain classes of estates it becomes practically a confiscation.
8o, whichever road you take, you run into a dilemma, and it
is due to the fact that the Federal Government has invaded
the fleld.

Mr. BORAH. The State might levy a reasonable inheritance
tax and the National Government levy a reasonable inheritance
tax without any regard to the question of clubbing at all. I
think these estates are capable of paylng some kind of tax;
everybody else pays. There is an immense amount of double
taxation, when we come to consider it, as between the States
and the National Government.

May I suggest,

We

Does the Senator expect to pro-

Mr. WADSWORTH. That is perfectly true.
then, that if the National Government levies the biggest tax,
without rebate, on inheritances or estates, the result of that is
to eramp the States themselves in increasing their own rates,
which many of them have wanted to do.

Mr. BORAH. According to the figures which the able Sen-
ator from Pennsylvania gave us a' few moments ago as to the
percentage that was actually levied, it could not cramp any
State to amount to anything.

Mr. WADSWORTH. He was giving the figures in conneec-
tion with the 80 per cent rebate.

Mr. BORAH. Exactly; but taking them and putting them
together, what do they amount to?

Mr. SMOOT. Mr. President, some of the States have a maxi-
mum of 40 per cent; I know two States that have such a
maximum.

Mr. BORAH. We have a maximum on the statute books of
40 per cent in the case of Inheritance taxes, but when the
refund is allowed it makes the rate only about 21 per cent.

Mr. SMOOT. Not unless the inheritance is for a charitable

purpose.
Mr. REFD of Pennsylvania. Mr. President, since we adopted
that 40 per cent tax the Supreme Court of the United States

held that it is competent for the States to provide in their tax
laws that the Federal tax shall not be deducted before ealcu-
lating the State tax. That is provided in the law of some
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States; so that our 40 per cent must be added to the 35 or 40
per cent that obtains in the State to get merely the tax ab the
place of domicile; and when it is considered that stock in the
New York Central Railroad Co., for example, can not be trans-
ferred until a tax has been paid in six States, that stock in the
Chicago & North Western Railway Co. can not be transferred
until a tax has been paid in three or four States, that stock in
the Atchison, Topeka & Santa Fe Railway cun not be trans-
ferred until a tax has been paid in almost every State along its
line from the Mississippi to the Pacific, it can be realized that
the pyramiding, as the Senator from New York well says, has
become intolerable. That is a strong reason for our getting out
of this field,

Mr. President, I promised to quit promptly, and with only a
half hour left before we vote, I think I ought to yleld the floor.

Mr. BORAH. Mr. President, I should like to ask the Senator
one more question. The argument of the Senator, therefore,
after all is for a complete repeal of this tax.

Mr. REED of Pennsylvania. This tax ought to be repealed
because of the reasons that I have given. Even if we did
believe in continuing the .tax, we ought not to continue this
one, and it is incapable of amendment in any way that we can
get the House to accept.

Mr. NORRIS. Mr. President, let me ask the Senator a ques-
tion before he takes his seat. It appears to me that the only
way to get rid of all of this pyramiding, if we are going to
have any estate tax at all, is to provide a Federal estate tax,
because even the repeal of the Federal estate tax would not
prevent the pyramiding which has been described by the levy-
ing of different State taxes.

Mr. REED of Pennsylvania. Precisely.

Mr. NORRIS. The only remedy, it seems to me, Is to rely
on the Federal tax, which is the same all over the United
States.

Mr. REED of Pennsylvania. . But we can do our share of
remedying 1t by getting rid of the inequalities of the Federal
tax, and leaving it to other legislatures to do their work in
the same way.

Mr. NORRIS. That is true; I concede that to be logical if
we are to proceed on the theory that we ought to have no
estate tax anywhere, elther State or Federal; then what the
Senator says would be good logic, it seems to me.

Mr. WALSH. Mr. President——

Mr. REED of Pennsylvania, I yleld fhe floor, unless the
Senator from Montana wishes to ask me a question.

Mr. WALSH. I should like to ask the Senator a question.
I was unable to follow the figures given to us, inferesting as
they were, by the Senator a little while ago. I do not make
the calculation that the Senator does at all, and it may be
that I do not understand the provision of the Honse bill found
on page 178, That provislon reads:

(b) The tax imposed by this section shall be credited with the
amount of any estate, inheritance, legacy, or succession taxes actually
pald to any State or Territory or the District of Columbia, in respect
of any property included in the gross estate.

My State imposes a tax of 4 per cent, and we will assume
that 20 per cent is the rate here, although, of course, it may
be reduced; so that if the State is credited with all the State
estate tax it will still pay 16 per cent to the Federal Gov-
ernment. Then, however, it is provided:

The credit allowed by this subdivision shall not exeeed 80 per cent
of the tax imposed by this section, and shall include only such taxes
ag were actually pald—

And so forth. .

Mr. REED of Pennsylvania. Preecisely.

Mr. WALSH. 8o that the 80 per cent would apply only, it
seems to me, in case the State rate were higher than the
Federal rate. If the State rate were 25 per cent, credit could
be given only for 80 per cent of the 25 per cent, which would
be 20 per cent.

Mr. REED of Penusylvania, No, Mr. President; I think
the Senator misunderstands it, or else I do. The 80 per cent
limitation 1s ealeulated on the Federal tax.

Mr. WALSH. Exactly.

Mr. REED of Pennsylvania. The rebate can not be more
than 80 per cent of the Federal 20 per cent tax.

Mr, WALSH. Exactly.

Mr. REED of Pennsylvania. That is to say, in other words,
that 16 per cent out of the 20 may be rebated if the State tax
s that high.

! Mr. WALSH. If the State tax is that high; but if it is not
that high, the State gets no benefit whatever from it. That is
to say, no Btate gets any benefit at all from this provision
unless its rate is higher than 80 per cent of 20, or, in other
words, higher than 16 per cent. Any State whose inheritance
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tax law imposes a tax less than 16 per cent gets no benefit
whatever from this law.

Mr. REED of Pennsylvania. That is exactly so. I still wiil
yit;ldt the floor in a moment, but I want now to answer that
poin

The obvious effect of that upon the States is this: Each
State legislature says to itself: * Our citizens are going to pay
s0 much Inheritance tax. If we put our rates up to 16 per
cent, we will get the money and keep it here in our State
treasury, If we do not do that, the money goes out from our
cltizens just the same, but it goes to Washington.” So they
are going to do just what my State did last year, in 1923. Tt
passed a law providing in substance that our inheritance tax
should be the maximum amount that was allowed under the
Federal law to be rebated to the taxpuyer; and every other
State will take that maximum, because it knows that the citi-
zen has to pay the money, and it would rather get it for the
State treasury than have it come here,

Mr, WALSH. I rose merely to say that in my judgment the
basis of the computation of the Senator was not in accordance
with the provisions of the Hodse bill.

Mr, REED of Pennsylvania. The Senator refers to my
adding the 40 per cent of the Federal tax to the 40 per cent of
the State tax in that illustration? >

Mr. WALSH. The Senator was explaining how little the
Government of the United States got out of this by reason of
this 80 per cent provision; but I am insisting that it gets all
there is. ;

Mr. REED of Pennsylvania. Oh! Now, I understand the
Senator's point. I did not know which figures he referred to.

Obviously, in the case of the largest estates, the Federal
rate of 20 per cent will not all come fo the Government of the
United States, because 80 per cent of it is rebated to the
taxpayer,

Mr. WALSH. No; that, I think, is an entirely erroneons
statement. The estate slmply gets eredit for the amount which
it paid to the State; that is all.

Mr. REED of Pennsylvania. Precisely.

Mr. WALSH. If the State rate is 4 per cent, and the Fed-
eral rate is 20 per cent, the Federal Government gets 16 per
cent, and the State gets its 4 per cent.

Mr. REED of Pennsylvania. We were talking at eross-pur-
poses, then. When the States put up their tax rates, as every
one of them will do, for the reasons that I have outlined, then
the payments to the State will be credited against the Federal
tax and will diminigh it to a maximum of 4 per cent.

Mr. WALSH. Let me remark that I do not think that con-
clusion will follow at all. Our State is now considering that:
but there is an exemption here of $50,000, and that will em--
brace 99 per cent of the estates In my State, and they will not
stand for a rate of 16 per cent. Consequently, there is not any
likelihood that our State will ever go to any such rate as 18
per centbhowever they may do in the State of Pennsylvania.

Mr. REED of Pennsylvania. I venture to say that they will
very rapidly go to 16 per cent on the largest estates, particu-
larly if there are so few of them.

Mr. HEFLIN. Mr. President, under some clrcumstances I
shonld favor a Federal Inheritance tax; for example, in time
of war. In time of peace, however, it seems to me that this
field of taxation should be left to the States. ¢

Our educational interests are expanding and growing all the
time, as they should. Our growing eduecational interests are
naturally demianding more and more money as the years come
and go. The States have a right to use and they are going to
need for their own use the taxable propertles that belong to the
States. I am opposed to allowing the Federal Government to
reach in and take from the State the things that the State
alone shonld tax.

I do not like the principle involved in this attempt on the
part of the Federal Government to coerce the State, to compel
the State to agree to surrender for Federal taxation the things
that should be left to the States. I do not think that the
Federal Government should be encouraged in the dangerous
business of forcing a sovereign State to surrender its sovereign
powers to the Federal Government. I am opposed to surren-
dering the taxable properties of the State to the Federal Gov-
ernment.

Mr. President, I want to call to the attention of Senators
a very dangerous thing that is going on in the country now.
It is a propaganda to do away with all tax-exempt securities.
When the proposition 1s first suggested it seems very
plausible; it seems sound and right that we should not have
any tax-exemept securities; but when we analyze the propo-
any tax-exempt securities; but when we analyze the propo-
we teach a different conclusion. Tax-exempt securities are
municipal bonds in the clties of my State and other States.
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They are bonds Issued by a town or a city for the purpose of

utting in waterworks, electric lights, or to erect municlpal
guildlngs and pave streets. These tax-exempt securities are
bonds issued by a county to build roads in the county. They
are bonds Issued by a county to build a courthouse. They are
bonds issued by a State to build a statehouse. The Htate
exempts all such securities from taxes. They are sold in the
markeis of New York and other places as tax-exempt securities.
They are eagerly sought, because they are tax-exempt securities,
We have and we need a market for them. Now, what benefit
iz derived from such a market?

The people in varlous locallties who have not got the money
needed to carry on certain work can now issue bonds, and
when investors buy these tax-exempt securities they are en-
abling labor to have employment in these localitles, and they are
enabling the town to make needed improvements; they are
enabling the county to build its roads or Its courthouse, and
they are enabling the State to issue bonds for road purposes
or for the purpose of building a State ecapitol

This question was raised here just a few minutes ago by a
telegram which the Benator froin Montana [Mr. Warsua] had
read at the desk. It suggested that we go after these tax-
exempt securities and prevent them in the future. Mr. Presi-
dent, if tax-exempt fecurities had not been permitted, we could
not have issued, as we dld, tax-exempt farm loan bonds. The
Federal farm loan bank bonds were and are exempt from
taxes. Would Senators vote to Impose taxes vpon bonds of
that character? Are we willing to set this precedent of per-
mitting the Federal Government to coerce the States, to say to
the municipalities in the BState, “If you do not fax these
municipal bonds or these school bonds, we will; but if you do
tax them, we will give you part of the taxes and we will take
part of the taxes"? “If you will not tax these road bonds in a
county, we will. If you will not tax your courthouse bonds,
we will; and if you will not tax the statehouse bonds in your
sovereign State, we will."”

Mr, President, when you analyze that situation, what is it?
You are simply permitting the Federal Government to levy
taxes on the streets of a town in a State where they have
fssued bonds to pave the streets. You are permitting the Fed-
eral Government to levy a tax against the town that has issued
bonds to build waterworks and to put in electric-light plants.
You are permitting the Federal Government to reach into a
State and tax the roads of a county, because that is what you
do when you permit the Federal Government to levy taxes on
tlie bonds issued for the purpose of building those rcads; and
you permit the Federal Government to levy a tax upon the
capitol building of a sovereign State, because that is what you
are doing when you permit it to levy a tax upon the bonds
issued for the purpose of building that capitol.

I want Benators to do some thinking on that subj Noth-
ing so far has been said here against this propaganda to do
away with our tax-exempt securities. The market for such
securities is a very important and benefleial unarket for the
various loeal governments and subdivisions of .rur couniry ; and
when Senators rise and say: “ We ought to do away with all
tax-exempt securities,” they are proposing to destroy a very
beneficlal agency—one that reaches into every nook and corner
of the conntry and helps localities to obtain money when they
can not get it from any other source, money needed to carry
on work and make necessary improvements in town, city,
county, and State. Not only that, you are impoging a heavy
tax burden upon the people of the towns, cities, and counties of
the various States of the Union., If you permit the Federal
Government to impose taxes upon town, city, county, and State
bonds, you are laying an additional tax burden upon the people
of those localities. They will have to pay such a tax.

Mr, OUMMINS. Mr. President, I have taken no part in the
discussion of the revenue bill, largely because my voice is so
afflicted that it is a torture to me, as it would be to those who
hear me, to use it; but I desire to say just a word with regard
to this question.

I believe that the ideal conditlon is that this particular fleld
of taxation shall be left to the States; but, Mr. President, I
am not able to vote for the amendment proposed by the com-
mittee. I will not vote for any amendment that will repeal the
Federal estate tax In so far as the estate which is being
administered is composed of tax-exempt securities.

This amendment would not only repeal the estate tax without
regard to the character of the estate, but it is retroactive in its
effect and would involve the repayment to the heirs of the
taxpayer of a very large sum of money.

I can not see how the theory can be sustalned of allowing
the tax-exempt securities of which an estate may be com-
posed to go free. We have no power to fax them so long as
the taxpayer lives. Our only opportunity to secure from them
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the contribution which they ought to make to the expenses of
the sGovernment is through a Federal estate tax. For that
reason I will find it impossible to vote for the amendment pro-
posed by the committee,

I would be far better satisfied if the House provision had
provided for a credit of 100 per cent of the taxes levied by
the various States and paid by the estate which was under
conslderation. But the rebate or credit of 80 per cent is an
approach toward the situation which I think ought to exist.

I wanted to say just so much, because it is very well known
that I believe that as a broad, general principle, this field of
taxation ought to be left to the States.

Mr. JOHNSON. Mr. President, just a word in regard to the
pending matter. I have listened very sympathetically to the
remarks that have been made by my friends the Senators from
Florida concerning that State. I recognize its progress, I
recognize, indeed, all of the beauties to be found in every por-
tion of that particular territory. I have the same pride in
that State that I have In every other State, and I recognize
no jealousies among the States of this Union. I am proud of
all of them. I am prouder still of the United States of
Amerlea, for I am yet, Mr. President, a nationalist.

I recall two years ago the contest here upon what was
designated the Mellon tax plan, T remember that I was one of
those on this side of the Chamber who followed the distin-
gulshed Senator from North Carolina [Mr. Srmamoxns], and
voted for the plan that was then presented by him, and sue-
ceeded, with those upon the other side and some upon this
side, in having that plan adopted. I believed it infinitely better
than what was designated as the Mellon tax plan. I believe
now it was infinitely better than what was called the Mellon
tax plan, and I know that in the estimates of the Treasury
Department that were presented to us at that time inaccura-
cies galore were pointed out, inaccuracies which the CoxgrEs-
s1oNAL Recorp will disclose.

As I have listened to the arguments upon this bill, as T have
Hstened to the distinguished Senator from North Carolina and
others npon the Democratic side, I have thought that T counld
exclaim with Mr. Reggle Fortune, in the inimitable mystery
stories of Mr, Balley:

I wonder, I wonder; thers are so many funny things unexplained.

I am unable to determine, sir, just exactly the position of
those gentlemen on the other side who strove with such vigor
two years ago. I am unable to determine what change has
come over the spirit of their dreams.

The inheritance tax, or the estate tax, as it i3 termed, I
deem equitable, fair, just, and economically sound. I deem
it economically sound, and therefore a policy which should
not be abandoned by the United States Government.

I do not, of course, believe in coercing any State in this
Union, either in its taxing power or in any other power. But
this question transcends in importance the desire of any
Btate to leyy taxes in any particular matter. It is a govern-
mental policy for the United States of America to determine,
and if economically sound, fair, just, and egnitable, it should
not be abandoned by the United States of America.

I would not abandon it because so eminently it is just. I
would not abandon it becanse it touchés vast fortunes amply
able to pay it that otherwise would not pay their just dues.
I agree with the words of the Senator from Idaho [Mr,
Boran] uttered just a few moments ago. This, with the
other things we have dome in this tax bill, constitutes the
entering wedge in a system of taxation which is unjost, un-
falr, inequitable, and which is to bear down finally, not npon
the great fortunes of this land at all, but to bear down upon
those who are least able to bear the burden of taxation.

Philosophieally there are two modes of taxation—they were
presented by the former Mellon plan. One begins at the top,
and at the top would do that which is best, =0 far as the Goy-
ernment is concerned, with the fortunes that are greatest,
The other would begin down on the ground, with those who
werae least able to bear taxation and would deal with them
more harshly than it would with the other kind.

The Mellon plan concerned itself first with those most able
to pay taxes; the sysiem we finally adopted concerned itself
first with those least able to pay and then did justice to the
other class and was fair to all.

Because the measure that was presented by the Secnator
from North Carolina two years ago seemed to me philosoph- /
feally to be right in touching those who were most able to/
bear taxes and touching least those who were least able to
bear taxes, I was very glad to be a part of the membership
of this body which passed that measure and made it a law}
and it has been a law until this time. Every lugubrions prog-
nostleation against it made by those advocating the Mellon
plan has been disproved, and time has justified it.

J
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Now, to abandon an economically sound method of taxation,
and to abandon It vpon the theory that ultimately it will be
abandoned throughout this land, is a policy which I do not
believe we should enter upon and which I trust we will not.
To abandon it when the signs of the times seem to indicale
beyond the peradventure of doubt that the intention Is ulti-
mately to relleve those who are most able to pay taxes and
to put the burden upon those who are least able to pay
taxes is an unjustifiable thing in the Senate of the United
Btates or in the Congress. This bill is neither just no economi-
cally sound. It represents the wishes of those of vast wealth
alone, and the amendment is part of an apparent plan to
relieve those who have much of their just share of taxation.

I trust, therefore, that the amendment of the Senate Flnance
Committee will not prevail.

Mr. GEORGE. Mr. President, I ask to have printed in the
Recozn, withent reading, a statement by Hon. Edgar Brown,
speitker of the South Carolinga House of IRlepresentatives, on
this subjeect.

The VICE PRESIDENT. Is there objection?

There being no objection, the statement was ordered to be
printed in the Recorp, as follows:

STATEMENT OF HON, EDCAR BROWN, EPEAKER OF THE SOUTH CABOLINA
HOUSE OF HEPRESENTATIVES

Ar. Baows. Mr, Chairman and gentlemen of the commlttee, we feel
that it Is searcely necessary to present to you genilemen lengthy
arguments in favor of leaving fo the States tho opportunity and
responaibliity for levying of death taxes, except as the Federal Gov-
ernment may temporarlly levy such tazes in time of gcute nitional
emergency. Conelusive arguoments in favor of such a policy have
been repeatedly presented and particulerly emphasized by Iresident
Coolidge and by Secreinry Alellon. They were briefly but earnestly
presented before the Committes on Ways and Means of the House of
Representatives by the governors of a number of the States of the
Union and sapported by the indorsement of the governors of a mujor-
ity of the States and by officers and members of Btate legislatures,

Not only I8 the actionm which we urge and recommend in line with
the historic policy of the Natlon and in harmony with our system of
government, but the policy is particolarly urged and demanded by
the conditions of the present time and by the need of additional
gources of revenue by the States. It Is universully admitted that thera
are no conditions of emergency requiring the continuation of the levy
of esiate taxes by the Federal Government, and the continunation of
such levy under the circumstances violates every principle of our long-
esfalillshed and genernlly approved national policy of taxation,

The House of Rlepresentatives, by its action In the pending revenua
bill In reducing the Federal estate taxes by one-half, has not only
recognized the almost universul protest agninst cxcesslve estate taxes
but it has also recognized the general public sentiment in support of
the complete abandonment by the Federal! Government of this fleld
of taxatlon. The reductlon made by the House is npproved, but it
does not! go far emopgh, The approval by tlie House of the Inherit-
ance section of the réevenne bill 18 tantamount to an admilsslon that
the Government should entirely relire from this field of revenue. But
in doing 8o the Government would eay that, while it does not need
the revenue and is not expecting to ralse any considerable samount of
revenue under the terms of the bill, the thing that the Government
wants to bring about is that each and every one of tha Btates will be
forced, whother they wish to do so or not, to adopt the same inherlt-
ance tax that the Federal CGovernment adopts. I take it that nene
of us need to delude ourselves as to the purposa of the provision in
question, TUnder the provislons of the exisling law the Government
levies, In the higher brackets, up to 40 per cent on inherltances, 23
per cent of which may be collected by the Btnte, leaving 75 per cent
of the 40 for the Federal Government. But fn the present bill the
Government would reduce the rafe to a maximum of 20 per cent and
allow the Btate fo collect 80 per cent of the 20, Or, to put it
another way, the Btate would be allowed to collect 16 per cent and
the Government 4 per cent,

No one will gninsny the statement that & 4 per cent inheritance
tax colleeted by the Federnl Government, with the expense of malns
talning a department for that purpose, appralsing estates, carrying on
Utigation, ete, will make that department hardly more than gelf
sustaining,

I sm informed that the cost of collecting Inheritunce taxes by the
Government is from 11§ per cent to 3 per cent, If this be true, does
the Government want to levy a 1 per cent or a 1% per cent inheritance
tax?

It is, therefore, conclusive that the effect is one not to ralse revenue
for the Federal Government but to force upon the States a rate and
system of taxation that may be obnoxlous to them.

I take it that the Members of this Congress, elected hy (he people as
National Representatives, are here to legislate with regard to national
and international sffairs and not to pass regulatory measures to
coeree the soverelgn States. You may provide revenue, you may
orlginate revenue measures, but revenue for what?! For the support

of the Federal Qovernment. Are you here to provide revenue and to
originate revenue measures for the benecfit of the States? By what
right does Congress concelve the idea that it is just to pass regula-
tory measures involylng the rights of the Stata to leyy and collect a
direct property tax? The States elect thelr own representalves and
sond them to the legislatures for that purpose and to determine thoss
questions, It may be true that some inconveniences are arising, and
perhaps many inequities exist because of the attitude of the different
States on the inheritance-tax question, but that I8 a matter for the
Btates. If the Federal Government s golng to step In and attempt
to adjust every Inconvenience or Inequity in State laws, then we may
a8 well abandon any effort to maintain the rights of the Htatea and
allow Congress to regulate the subjects and rates of fuxation in every
State,

Iivery Member of Congress knows, and the people back homa know,
that this is an effort to do indirectly something which Congress has
no right to do directly.

Notwithstanding the arguments that have been made on behalf of the
temporary retentlon of a Federal estate tax at a reduced rate, we are
still of the opinion that there are no Insurmountable difficulties in the
way of an Ilmmediste repeal of the Federal eutate tux laws. It 1s true,
as ahove suggested, that there Is a lack of uniformity among the States
in the matfer of taxing estates, but those best informed on the subject
are of the opinlon that as long as we have States as entliles of govera-
ment there always will be a lack of uniformity not only in this but
other laws, and that such a lack of unlformity 14 not only Inevitable
but to a certain extent wise and Jjustifiable. On the other hand, we
are of the opinlon that the ohjectionable features of Btate inhoritance
taxes wil be more speedily remedled with the Wederal Government en-
tirely out of thls ficld of taxation, and that the sponer we return
to our historlc national policy in this regard the sooner will the States
keek and find remedies for the present ohjectionable duplicatlon and
overlapping of Inheritance taxes,

While the House of Representatives took a long and commendabla
forward step In the reductlon of Federal ecstate taxes, 1t also took a
very unforfunale and, in our opinlon, wholly Indefensible backward
step In the provision contained In paragraph (b) of sectlon 300, pages
143 and 144 of the pending revenue bil*under which the tax lmposed
by the Federal Government shall be credited to the amount of any
estate Inheritance legaey or suceession taxea pald to eny State or Terrl-
tory to the amount of 80 per cent of the Federal tax. This provision
is objectionable from many viewpolnts. It undoubtedly appeals to
those who favor the mnaintenance of high estate pod Inheritance taxes
nod who desire to have the Federal Government remain In the death-tax
fleld. Undoubtedly It was assumed that those who belleve In the prin-
ciple and polley of leaving the question of the levylng of doath taxes
with the people of the States, this B0 peér cent ecredit la even mora
objectlonable than tha fallure to entlrely repeal the Federal estate tax,
Whatever may have been the thought or purpose of those responsibia
for It, it Is In the nature of a4 bribe, and it amounts to a congresslonul
coerclon upon the States to hnrmonize thelr death tazes and policies
with a plan proposed by the Congress without conslderation by or con-
sultaflon with the people of the States and their leglslative repre-
sentatives

As . matter of natlonal policy, this 80 per cent crmlit s objectionable
because it makes the Federal Government a revenne collector for the
States, leaving the Federal Government In some cases an exceedingly
narrow margin of revenue, if indeed it would not in some instances
entall nn actunl loss upon the Nutlonal Treasury. For what purpose
1s this 4 per cent levy to bo lnld by the Government? If its purpose
be to tempt, urge, or coerce the States Into the enactment of death tax
laws In harmony with the vlew of the Congress thus expressed, it is a
wholly unjustifiable act on the part of the Congress. If, on the other
hand, it 1s to be tuken as an admission that it Is believed that the Fed-
oral Treasury needs the revenue that might be secured from a 4 per
cent levy on estates, then the law should be amended in accordance
with that view and the Federal levy redueed to & 4 per cent maximum,
Why? Do the States need supervision at the bands of the Federal Gov-
ernment? Which department Is best fitted to do justice to an estate ln
the matter of returns and spprajsements—a Federal department clerk
living In Washington, whose home is in New York (and who is sent to
south Cnarelina to make an appraisement and knows nothing of local
condltions), or vice versa, or the tax department of New York or Bouth
Carolina, the agents of which are famillar with local conditlons and
values? Under n Federal appralsement executors of a deceased person
are confronted with a formidable volume to fill out In triplicate (whieh
a DPhiladelplila lawyer couldn't anderstand), answering an iofinite num-
ber of guestions, and the return Is always checked by an agent of the
department, bonnd by bard and fast rules from Washington, with ne
power to declde any controverted question, but with infinite zeal for
revaluing the property with respect to which he probably has no means
of making an Intelllgent appralsal. The executors are Indeed fortunate
If they can settle the Federal tax questlon without reams of corre-
apondence with the aothoritles (which often remaln unanswered for
months), with the assistance of bis lawyers and usually trips to Wash-
{ugton, without accepting a number of Injustices In connection with the
appralsal of property or the Interpretation of the law, which they
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reallze It would be cheaper to accept than litigate over, for if the
estate’s representatives are unwilling to sccept a ruling by some de-
partment elerk or hend which they conslder unjust, their only redress
I8 & serles of appeals and court Htigation which may cover a period of
years. 1 know of emses where In order to collect a hundred or two
dollars in Federal inheritance tax the Government has spent hundreds
and hundreds of dollars in nppraisements, reappraisements, and ltiga-
tion and caused those interested untold expense and worry. Annoying
rulings are constantly belng promulgated by the lesser officials.

Here is an lnstance of wrongdoing on the part of the department here
in Washington the llke of which will continue es long ns the Govern-
ment stnys in this particular fleld of taxation, and particularly if under
the pending bill the Government Is to make all appralsements and fix
regulntions surrounding the collection by tho Federal and Btate govern-
ments of this tax. It is an Almost universal practice in the Btates
for married men to have the title to the famlly home placed in the
wife's name, and It has generally been held by the courts that In such
case the wife has complete and indefeasible title. When the husband
dies the bome under such circamstances 18 no part of his estats, The
estate-tax authorities have, however, ruled that In case & husband buys
a home for his family and puts the title In his wife's name perhaps
many years before his death, the home remains part of his estate for
the purpose of the Federal estate tax, If the husband and wife continue
to occupy it together untll his death, on the theory, apparently, that
the wife does not begin to enjoy the home untll she has elther turned
her husband out of doors or he has dled. It is the constant necessity
of siruggling against rulings of this character, of unwarranted in-
crenses in the valuation of property, and the delays In securing final
declsions rather than the amount of the tax that have cansed the
estate tax to become the bane of those who are trylng to settle mod-
ernte-sized estates, It is often found, after long-drawn-out correspond-
ence and perhaps Mtigation, all usually cnused by some eclerk's ruling,
that no inheritance tax whatever is doe the Government., This condl-
tion serves to i{llustrate what most of us know by experlence, that the
Inheritance tax department of the Federal Government has caused the
people of thls country more trouble and worry than any other depart-
ment of the Qovernment which deals directly with the people, and this
tceounts largely for the nnpopalarity of the law and the almost unlver-
sal demand for the Federal Government to get out of that flield of
revenue,

The collectlion by State authoritles of Inheritance taxes Is accom-
plizhed with lttle frictlon or hardship. The forms are simple. The
department heads nre familiar with values, people, and conditions.
The heads of the inheritance tax division are to be found every day at
the State capitol, accessible to any citizen, and any dificult question
can be ironed out without trouble. If a legal question arises, the
Btate statute is slmple and the gquestion ean be prompily determined.

Another and the mora serions objection to the plan of what prac-
tically amounts to a joint Federal and Btate levy ia the unwarranted
and woelul extension of Federal centralization. The Btates should
refain jurisdiction and direct supervislon over all sources of revenue
that mny properly be classed as Btate revenue measures. The in-
heritance tax !s a direct property tax, a fleld which the Federal Gov-
ernment has entered only on the occaslon of war emergency, &nd
alweys heretofore has withdrawn when the reason for such unusual
taxation has ceased. The great World War has ended—the emer-
gency is over, and the Government has no longer need for this extraor-
dinary tax.

And what of the Infringement of the rights of the Btatea? Is there
Justification for this spparently unwarranied invasion of the rights
of the States? We claim not. Is the question of Rtates rights
raised In this matter? We claim that it 1s. Is there any such thing
ns the rights of the States? Btatesmen nll rave over the rights of the
povereign Biates to exercise this, that, or the other power and then
some of them go ahesd and vote to the contrary, There hns been so
little real protest against the Inveslon of State rights of late years
that it anlmost sppears thae the States bave lost these rights by
laches. Beveridge's History of the Suprems Court of the United States
fully depicts the swing of the pendulum for and against the rights
of the States. At one¢ period of our history the tendency & toward
invasion of these rights by the Federal Government, and at another
the swing {8 back to the Constitotlon. The varlous interpretations
of the commerce clause of the Constitution is s falr {llustration of
bow far we have gone in one direction. The tendency, however, at
this time, is the other way. To-day, however, we are not so jealous
of our rights as our forefathers were. Thay had lived and fought und
struggled to secure the hblessings of lberty and they were determined
to enjoy the benefits of their hardships and experiences, and so re-
wented grossly an encroachment upon the rights that they had pecured,
But as time passcd these ploneers passed also, only to be followed by
others less experienced in hardships and stroggle, and wore accus-
tomed to ease and luxury. Those who came after them were corre-
spondingly indifferent to the principle which the fathers bad fought
for. The growth of the country developed a pational outlook. It was

accentuated when, as we grew, we began to play an important part in
the affairs of the world. Our national pride was stirred and ouwr par-
ticipation in the World War was the full development of this spirit.
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It 1s not to be nnexpected, therefore, that we find among us thoste
who are willlng to drift from the original purposes of the Constitution
and make dangerous departures from the theory that there are gtronxly
defined lines of demarcation between Federal and State funetions.

It is only mecessary on this quoestion to recall the nipith and tenth
amendments to the Constitution :

" The enumeration in the .Constitation of certain rights shall not
be and eonstrued tn deny or disparage others retained by the people,

“The powers not delegatod to the United States by the Constltution,
not prohibited by it to the Btates, are reserved to the States, re-
spectlvely, or to the people.”

But we drifted into the interstate commerce act, the Sherman Act,
the Federal employers Hability act, the Federal water power act, and
others, all of which to some extent waos an encroachment, as was the
attempt to legislate nationally on child labor. Many of these acts
undertake to do, in whole or In part, that which could be better done
by the Btates.

Then along another line we bave drifted fnrther than was at-
tempted in the above-enumerated acts. The blghway constructlon
act of 19186, the Bmith-Lever Act, the Bheppard-Towner Act, nll sdging
into mctivities that niore properly belong to the State. I have never
thought much of these BO-U0 mess of pottage acts by Congress.

Mr. Chairman, T file with the commiftee as a part of this brlef—

{a) Compiiation of expresslons of opinion on this spbject Including
4,289 members of State legislatures, a great majority of the speakers of
Btate legislatures and governors of States. These speak for themselves.

(b) A lst of the Individual members of Btate legislatures who have
indieated their opposition to the Federal inheritance tax.

{c) Coples of letters nnd telegrams recelved since the ahowve Infor-
mation was compiled yesterday morning, from other members of legis-
latures, speskers, and governors, who alse desired to be recorded
against thls measure,

In conclusion, Mr. Chairman and gentlemen of the committee, 1
desire to say, first, personally and officially, and as representing the
committee of speakers, and gpeaking what I belicve to Le the senti-
ment of the great majority of State representatives and governors who
have expressed themselves on this subject, ns n matter of principle
and as a matter of democracy, the Federnl Goverpment has no right
in the Inheritance tax field. It is a field which the Btate ought to have
to itself. Fundamentally it is a tax opon the right to Inherit. That
is the theory upon which the courts have held that it ean be Iegally
Justified. That belng troe, It is the State which givea Iits cltlzens the
right to inbherit and protects them in that inheritance, and the State
ia the only authority which ean morally and legally exact a death tax,

Mr. HOWELL, Mr. President, I believe the Senate shonld
know the actual amount by which the repeal of the estate tax,
as provided in this bill, will affect the receipts of the United
States Treasury. For the first five moniths of this fiscal year
assessments upon estates amonunted to $61,000,000, in round
numhbers, or at the rate of about $150,000,000 per annum, Under
the bill as amended by the Benate committce every dollar of
that resource would be taken away. The Treasury would not
receive eredit for this $1560,000,000 this fiscal year or thereafter
if the amendment of the Senate committee should prevail.

Not only this, but there remain of deferred estate-tax pay-
ments to be collected by the United States Government $115,
000,000, TIf this amendment shall be adopted, that amount will
be reduced to $320,000,000, or redoced by §05,000,000. That 13
beeause estates that have been assessed under the nct of 1924
will recelve rebates of deferred payments to the amount of
$£95,000,000 and of cash already paid to the amount of $5,000,000,
making a total of $100,000,000,

This bill also provides for the repeal of the gift tax, which
was imposed for the purpose of discouraging evasion of cstate
taxes. From that source the Treasury has rececived $7,500,000
per annum. In other words, under this bill we are taking from
the Treasury of the United States a total of $150,000,000 oo
account of estate taxes; on account of rebates of estate taxes,
$100,000,000 ; and on scconnt of the gift tax, which sapplements
the estate tax, $7,500,000, or a total of {257,600,000 for this
fiscal year.

Moreover, of those reporting Incomes last year 0,694 enjoyed
incomes of $100,000 or more, and this elass—the 5,604 class—
and the estates of these who enjoyed these incomes in life will
be the beneficlaries of $154,500,000 of the total of these reduc-
tions and rebates. To all the rest of the people of the United
States the repeal of these taxes will meun rellef to the exteut
of $103,000,000.

These are the outstanding featuores of this bill so far as the
estafe tax and the gift tax are concerned. This 5,604 class will
be afforded benefits under this bill during the eurrent year of
$154,500,000, and all the rest of the people of the United Btates,
$103.000,000.

I trust that the committee amendment will not prevail but
that an amendment retaining the estate tax, at least to the
extent that it bas been retained by the House, will prevail,
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Me. KING. Mr. President, will the Senator permit an inquiry
before bhe resumes his seat?

Alr, HOWELL. Certainly.

Mr. KING. Does not the Senator thilnk the amendment he
fs to offer, as I understand it, if 1 properly interpret his re-
marks, should be tendered as an amendment to the Senate
committee amendment?

3r. HOWELL. Mr. President, I realize that; but I wish to
gay thint as another Senator will present an amendment coy-
ering the matter I shall not present such an amendment myself.

Mr. COUZENS. Mr. President, in connection with the col-
loquy between the Senator from Nebraska and the Senator
from Utah I wish to say that the amendment I shall propose
will come later on. If It is adopted, it will repeal the amend-
ment now pending, if this shall be agreed to, and will place
the estate tax back to where it is on the statute books at the
present time, It has no connection with this particular vote.

¥ir. KING. Mr. President, a parlismentary inquiry.

The VICE PRESIDENT. The Senator will state his inquiry.

Ar. KING, WIll not the rejection of the Senate committoe
amendment and an amendment striking out 80——

The YVICE PRESIDENT. Under the unanimouns-consent
agrecment, the hour of 4 o'clock having arrived, the question is
upon ngreeing to the committee amendment, as amended.

Mr, KING. DMir. President, what is the amendment?

The VICE PRESIDENT. The clerk will state the amend-
ment,

The Cnrer OLerk. On page 170 the committes proposes to
strike out from line 14 down fo and including line 2 on page
208 and insert as Title III, estate tax, from line 3 on page
208 to line 8 on page 212.

Mr. SMOOT. On that T ask for the yeas and nays.

The VICE PRESIDENT. The Chair will state that any
amendment to be offered should be presented before the com-
mlttee amendment is voted on.

Mr. KING. Mr, President, because that is subject to smend-
ment, I move to strike out, on page 173, line 12, the figures
80 and insert in lien thereof the figures “ 25"

Ml;. SMOOT, Then the Senator desires to perfect the Honse
text?

Mr. KING. Yes; I am perfecting the House text.

Mr. HARRISON. Mr, President——

The VICE PRESIDENT. The guestion is not debatable.
The qunestion 18 on the amendment offered by the junior Sena-
tor from Utuh,

Mr. KING. Mr. Presldent

Mr. HEFLIN. I call for the regular order.

Mr. KING. The SBenator need uot be impntient,
to have my motion stated.

The VICE PRESIDENT,
amendment?

Mr. KING. My motion is to strike out, on page 173, line
12, 'the numerals “ 80" and Insert in lien thercof the numerals
“25," which would meau that the amount remitted to the State
would he 25 per cent instead of 80 per cent, thus maintaining
the existing law,

The VICEH PRESIDENT, The question 15 not debatablie

Mr., MOSES, Mr. President, 2 parliamentary inquiry. May
the unnnimons-consent agreement be read, so that we may know
exactly how we are proceeding?

The VICE PRESIDENT. The clerk will read the agree-
ment.

The Chief Clerk read as follows:

Ovdored, by unanimous consent, That on the calendar day of Wednes-
diy, February 10, 1020, at 4 o'clock p. m., the Seunte will proceed to
vota without further debate upon * Title III—Estate tax,” and all
aumcndments thereto,

The VICE PRESIDENT. The guestion Is on agreeing to the
amendment offered by the junior Sengtor from Utah [Mr.
King] to the House text proposed to be stricken out by the
committee,

The amendment was rejected.

The VICE PRESBIDENT. The question now is on agrecing
to the nmendment of the committee as amended.

Mr. SMOOT. On that I demand the yens and nays.

The yeas and nays were ordered, and the Chief Clerk pro-
cecded to eall the roll

Mr. McCLEAN (when Mr., Brsomas's name was called). I
wish to announce that my colleague, the junior Senator from
Convecticut [Mr. Binemast], is unavoidably absent from the
Chamber. If he were present, he wounld vote * yea."

Mr. HARRELD. Mr, President, a parlinmentary inquiry.
Is this a vote on the committee amendment itself or on an
amendment to the committee amendment?

I dexire

Will the Senutor restate his
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The VICH PRESIDENT. The vote Is on the commiltee
amendment as amended.

Mr, SMOOT. In answer to what the Senator from Oklahoma
[Mr. Harrern] asked, an amendment was made to the com-
mittee amendment, so the Chalr was absolutely correct in stat-
ing that the vote is on the committee amendment as amended.

Mr. HARRELD. It Is on the committee amendment as
amended ?

Mr. SMOOT. Yces; the whole committee amendment as
amended.

Mr. REED of Missourl. Mr. President, a parlinmentary in-
quiry. There seems to be some confusion about the form of the
gquestion. T want to ask If T am correct in the thought that
a vote “yea' means to wipe out the inheritance tax and a
vote “nay"” means, In substance and effect, to leave the
House text as It came fo us? There seems to be some con-
fusion abont the guestion.

The VICE PRESIDENT. The questlon Is on striking out
the Flouse text on pages 170 to 208 and inserting the Senate
committee text on pages 208 to 212, thus inserting in lieu of
the House text the language reported by the Finance Com-
mittee.

Mr., REED of Missourl. Which means, if the amendment is
accopted and tho House text goes out, that there will be no
estate tax?

Mr. KING. That Is correct,

Mr, REED of Missourl. I merely wanted to be sure that the
matier was undergtood.

Severan Sexarons. Regnlar order!

The VICE PRESIDENT. The roll call will be proceeded
with,

The Chief Clerk resumed the calling of the roll.

Mr. BROOKEHART (when his name was called). I have a
palr with the juonior Senator from Arkansas [Mr. CARAWAY].
If permitted to vote, I wonld vote " nay.”

Mr. JONES of Washington (when r, Conris’s name was
called). The senior Senator from Kansas [Mr, Curms] 1s
necesgarlly absent on account of iliness. He is paired with the
Senator from Missourl [Mr., Reen].

Mr. COPELAND (when Mr., Ebpwarps's name was called).
The junior Senator from New Jersey [Mr, Bowarps] is un-
avoidably abgent, If he were present, he would vote “ yea.”

Mr, FERNALD (when his name was called). I have a gen-
eral pair with the senior Senator from New Mexico [Mr.
Joxes]. I transfer that pair to the junior Benator from Con-
pecticnt [Mr. Bincuax] and vote “ yea.”

Mr, FLETCHER (when his name was ecalled). I have a
generyl pair with the Senator from Delaware [Alr. pu Pont].
I understand that if he were present he would vote as I intend
to vote, and I am, therefore, at liberty to vote. I vote “ yea."

Mr. DALE (when Mr. GeeEyE'S name was called). My col-
league, the senlor Senator from Vermont [Mr. Greexe], is
unavoidably absent, If he were present, he would vote * yea."

Mr., JOHNRON (when his name was enlled). I am paired
with the zenior Senator from Arkansas [Mr, Romsrxsox]. If
permitted fo vote, I wounld vote “nay.”

Mr. SHEPPARD (when Mr. MAYFIELD'S name was called).
The junior Senator from Texas [Mr. Maxwierp] is absent on
account of lllness. He has a general palr with the Benator
from Colorado [Mr. MEANSB].

AMr, REED of Missouri (when his name was ealled). I am
paired with the senior Senator from Kansas [Mr., Curris]., I
have been unable to secure a transfer. 1 am, therefore, com-
pelied to withhold my vote. If I were permitied to vote, I
would vote *nay."

Mr. SIMMONS (when the name of Mr. Rosrxson of Arkan-
sas was called). At the request of the senlor Senator from
Arkansas [Mr. Roprysox] I wish to state that If he were pres-
ent he would vote “yen.”

Mr. SHIPSTEAD (when his name was called). On this
question I am paired with the senior Senator from Alabama
[Mr. Uxperwoon]. If I were free to vote, I wounld vote “nay."

Mr. BWANSON (when his name was called). I have a pair
for to-day and to-morrow with the senior Senptor from Illinois
[Mr. McKixnexy]. If that Senator were present, he would vote
“yea" on the pending amendment. If I were permitted to
vote, T would vote “ nay.”

Mr. BLEASE (when the name of Mr. WirLLiaxs was called).
I have a pair with the junior Senator from Missouri [Mr. Wir-
Liasmse]. If that Senator were present, he would vote “yea”
and I wonld vote “nay.”

The roll eall was concluded.

Mr. HARRISON. Palrs have been announced for the seoior

Senator from Alabama [Mr. Usperwoon], the senior Senator
from Arkansas [Mr. Romixsox], and the junior Senator from
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Arkansas [Mr. Oanaway). Those Senators are unavoldably |

absent. If they were present, all three of them would vote
i "

yena.

The reésult was announced—yeas 49, nays 20, as follows:

YBAS—49

Bayard Geo Moses Smoot
Bratton gium ldie Stanfield
Broussard off verman Stephens
irnce ooding Pepper Trammell

utler Tale Phipps Tyson
Cnmeron Tarrison Pine Wadsworlh
Copeland Heflin Ransdell Warren
Dale ones, Wash, Reed, Pa. Watson
Dencen endrick oblnson, Tnd, Weller
Edge e{gs nckett Willis
Erust MceKellar Bhorlridge
“ernald nlrlaea? Rimmons
Fletcher Meteal Bmlith

NAYE—20
Arhurst Fess La Follette Nye
Borah Frazier Lenroot chall
Capper Glaes MoeMaster hel E“d
Couzens Haurreld MeNury Wals
Cummins Harris Neely Whealer
Dill Howel Norbeek
Ferris Kiug Narrls
NOT VOTING—21

Bingham Fdwnrds Mayfleld Bwanson

lew se Gerry Menns Underwood

rookhart Greenn Iftman Willinms
Caraway Johuoson eedl, Mo,
Curtis Jones, N, Mex, Hohinkon, Arl.
du Pont MeKinley Shimlcsd

So the amendment of the committee as amended wus
agreed to.

Mr. SMOOT. Mr. President, I would like now to have the |

Benate turn to page 224 and take up the ndmission taxes.
The VICE PRESIDENT. The amendment will be stated.
The Omier Cregx. Under the subhead “ Title V—Tax on

rdmissions and dunes.” on page 224, the committee proposes, in |

line 12, before the word * cents,” to strike out “ 50" and in-
gert “ 75, so as to read:

Spe. 000. (a) On and after the date this title takes effect, thm-ql
shall be lovied, assessed, collected, and pald, in llen of the taxes Im- ‘
posed by section 500 of the revenue act of 1024—

(1) A tax of 1 ceut for each 10 cents or fraction thereof of the
amount paid for admisslon to sny plice on or after such date, !n-l
cluding admlssion by season ticket or subeeription, to be paid by the
person paylng for such admission; but where the amount paid for
sdmission I8 70 cents or less, no tax shull be Imposed ;

AMr. KING. Mr. President, I desire to offer an smendment.
1 move to strike out—and perhaps under a technical construe-
tion of the unanimons-consent rule with respect to considering
only committee amendments first, it may need a modification— |
the entire Title V—Tax on admlssions and dues, beglnning
at line 3, on page 224, including the remainder of that page, all
of pages 225, 226, and down fo and including the word “ fairs”
on page 227: also nll of pages 228 and 229, and all of page 230
down to and inclnding line 17; in other words, my amend- |
ment {8 to strike out the entire title which deals with the
subjeet of taxes on admissions and dues.

Mr. HARRIBON. Mr. President, may I ask the Senator a
question? I notice that he does not propose to strike out all
of page 227, =

Mr. NORRIS., Mr. President, we are unable to hear the
junior Senator from Utah. I ask that bunsiness be suspended
until there shall be order in the Senate, {

Mr. SMOOT. I do not now understand what is the amend- |
ment proposed by my colleague, I could not hear his Htale-l
ment.

The VICE PRESIDENT. The Senate will be In order. f

Mr. HARRISON. May I say fo the Senator that my Ingulry |
was this: The Senator from Utnh has offered an awmendment to |
strike ont all of the tax which applies to admissious and dues. I

Mr. NORRIS. Which Benator from Utah?

Mr. KING. The junior Senator from Utah. Cerfainly rhe|
senior Senator wonld not bave offered such an amendment in
relation to this matter, [

Mr, NORRIS. We could not hear the debate, and we do not
know who offered the amendment, We might get gome idea
as to whether we want to vote for it or nof by ascertaining
who offered the amendment, |

Mr. KING. I have announced that the amendment was
offered by the junior Senator from Utah.

Mr. NORRIS. Since I lidve learned that the junior Senalor
has offered the amendment, I am satlsfied.

Mr. HARRISON. 1 desire to ask the junior Senator from
TUtah if his amendment did not pertain to lines 14 to 25, in-
clusive, on page 2277 Why not include that, so that that part
of the bill also will go out?

Mr. KING. My amendment Includes the eutire subject.
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The VICE PRESIDENT. The motion fo sirike out a part
tukes precedence over the motion to strike out the whaole,
Therefore, a motion to strike out a part of the language
could be offered now.

Mr. KING. I Include what the Senator from Mississippl
suggests, of conrse. I thought there would, perhaps, be nnani-
mous consent to couple the smendment together, but my
amendment inciudes the entire Tifle V.

The VICE PRESIDENT. There are committee amendnents
to Title V which have not yet been agrecd to. After they
shall have been perfected, the amendment suggested by the
Junior Senator from Utah will be lao order.

Mr, BRATTON. Mr, President, a parliamentary Inguiry.

The VICHE PRESIDENT, The Senator from New Mexico
will state 1t,

Mr, BRATTON. The senlor Seuator from New Mexleo [Mr.
Joxrs] 18 unavoldably absent on uccount of illness. 1 have
been furnished this afternoon with an amendment which he
desires to propose to the committee's wumendment dealing with
the subject of the inheritance tax. I desire to glve a notice
at this time and to make a parllamentary Inguiry., After the
bill shall have been completed a= in Commitiee of the Whole,
and reporfed to the Senafe, will the amendment to which I
refer be in order, aud, under the rules, by request from the
senlor Senator from New Mexico, will T be permltted to pro-
posze the amendment?

'}'he VICE PRESIDENT. The amendment will then be in
order, -

Mr. BRATTON, Very well. T glve notice that I desire to
do that when the bill shall have réached the Senate.

Mr. NORRIS., I wish to ask the Senator a question. Will
he tim'?t have the amendment printed, so that Senators may
see jit?

Mr. BRATTON. I shall be giad to do that. I send the
amendment to the Secretary's desk, and ask that it be printed
for the information of the Sennte.

The VICH PRESIDENT. Without objection,
ment will be printed.

Mr., BRATTON., It was my understandlng that under parlin-

the amend-

| mentary procedure I would be permitted to do what 1 have

suggested.
The VICH PRESIDENT. The Scuntor is correet.

Mr. BRATTON. DBut I wanted to give notice to other
Senators.
Mr. KING. I do mot think notice is necessary, but, if it is,

I glve notice that I shall ask for a separate vote when the bill
ghall Lave been reported to the Senate from the Committee of
the Whole, on the action by which the Senate rejected the
House provision and adopted the Senate provislon with respect
to estate taxes,

The VICE PRESIDENT. The question Is on the commltice
anmendinent, on page 224, line 12,

Mr. KING. Let the amendment be stated, Mr, Presldent.

The Cpier CLErg. On page 224, line 12, it 18 proposed to
strike out “ 00" and to Insert “73," so that the clause will
read:

(1} A tax of 1 cent for each 10 eents or fraction thereof of tha
amaount paid for admisslon to any place on or after such date, Inelud-
ing ndmission by season ticket or subscription, to be pald by the
person paylog for such admisslon; but where the amount paid for
admission is 70 cents or less, no tax shall be imposed,

Mr. COPELAND. Mnr
from Utal a guestion.
Instead of $17

Mr. SMOOT. Mr. President, by fixing the amount at 75
fhere will be a loss to the Treasury of £9,000,000.

[ will say to the Eenstor from New York further that 75
cents takes in the junlor baseball and fooiball games, school
entertainments, and similar affairs, and it exempts all tlckets
for moving-picture shows up to 706 cents. If the whole title
were stricken out, there would be a further probable loss of
£24,000,000.

Mr. COPELAND. Does ihie Senator mean for the entire titlo
under the amendment as proposed by his colleague?

Mr. BMOOT. Yes; for the entire title,

Mr. President, it might be Just as well for me to say now
that I presume every Renntor hus geen the statewent which has
becu made by Hepreseutative Greex, chalrman of the Ways

President, let me ask the Senator
Why was the amount fixed at 70 cents

cents

| and Means Committee of the other Honse, that the reductions

made by the Seunte are vastly greater than the Treasury can
| stand. I say now that not only will we have to provide for
| the general expenses of the Government as estimated by the
| Treasury officials but before we got through with this sesslon
| of Congress we shall have a public bulldlugs bill, I have no
| doubt of it at all. Not only that, but we shall have a pension
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bill earrying perhaps $40,000,000. I do not belleve there Is any
Senator here who wishes to place the Government in the posi-
tion where it can not meet its expenses throngh taxation.

Mr. JOHNSON. Mr. President, will the Senator from Utah
plense tell me the amount of difference In the revenue—it
probably hos been stated, but I do not recall it—which would
be caused If the amendment of the juunior Senator from Utah
[Mr. Kivc] were adopted?

AMr. SMOOT. It would be £24,000,000.

Mr. JOHNSON. %hat would not make any difference,
would it?

Mr, S8MOOT, I think it would.

Mr. JOHNBON. That is a 4nere bagatelle.

Mr., SMOOT, T think it would make a difference.

Let me say, further, that, so far as the excise taxes are con-
cerned, taxes on dues and admissions to theaters, and all the
special taxes, no one would like to see them entlrely eliminated
from the bill more than I; but, Mr, President, it ¢an not be
done if we are to provide for meeting the expenses of the
Government at this time.

Mr. REED of Missourl. Mr, President, I wish to say to the
senior Senator from Utah [Mr. S8amoor] that his statement
comes with great foree. I am wondering why it was not made
when we were about to wipe out the estate tax? It would
have been equally pertinent at that time.

Mr. NORRIS, Mr, President, we have been opening the bung-
hole of this barrel now for several days. We haye been taking
out the taxpayers' money at the rate of many million dollars
every few inlnutes, and the cry bhas been golug up from the
coalition which we have been fighting, * We have got too much
money.” Even fo-day, in connection with the estate-tax pro-
vision, we have been told that we had such a large surplus
last year and are going to have such a large surplus next year
and the year following that the question will arise, What are
we golng to do with the moncy? Then we were dealing in
hondreds of millions, We were deallng with a proposition
that wounld bring in more money thun this; we were dealing
with a proposition when we were considering the publicity pro-
yvision that would have meant hundreds of millions of dollars a
year in incrensed income, Now, however, when it comes to
tickets fur Dball gomes and theaters we are immediutely
reniinded that we are very poor; that the Government is golng
to run behind; that we are not going to have enough to pay
the running expenses of the Government, but that we are going
to have a deficit.

Mr. REED of Missourl. Mr. Presidont

Mr. NORRIS, I yleld to the Senator from Missouri.

Mr. BEED of Missouri. Does not the Senator understand
that admissions to the cheapest theaters, and to all the
theaters, In fact, are paid very largely by the grent mass of
the peopla?

Mr. NORRIS. Of course, and that is merely another demon.
stration that this s a millionaire’s bill. YWhen It is desired
to rednce by 44 per cent the income tax on incomes in excess
of $100,000 we would put it through; the steam roller must
proceed ; we do not need the money ; but when scme one wants
to buy a ticket to a football game, unless he secures a ticket
to a portion of the ficld where he can get a very cheap seat
and Liave a very poor opportunity to see the game, he has got
to pay a tax; he must pay something because the Government
needs the money,

I do not know how those who are supporting this bill can
continue with it without getting Into a joint debate with
themeelves. A few moments ago we had a plethora of money,
but now we are panpers; we have got to save every cent for
Unele Sam. The statement was probably true both times:
it was probably true when we went into his big pockets and
stole all hiz money for the millionalires, and now we are going
to appeal to the patriotism of the poor people to give up their
nlckels and pnt them in Uncle S8am's vest pocket.

I am not sure, Mr. Presldent, just what course we ought to
tnke. If we are going to contlnue to eave the money by the
millions of dollars for the rich because we do not need it and
get it out of the poor who can not afford It, perhaps we ought
to keep on. It seems to me, however, that it is time for us to
consjler whether if we get this bl In such shape that it is
not going to produce enough money, we may not have an oppor-
tunity to ask the man who has a net income exeeeding
$100,000 to contribute a little more money; and when we get
into tLe Senate there will be an amendment offered that will
run from 20 to 25 per cent on incomes between $100,000 and
$1,000,000, Those with such incomes can afford to pay for
these tickefs, '

A Benator suggests that they do not go to these shows.
I know they do not. They have theaters In their own homaos

where there Is not any admission pald, and wlere there is no
tax.
Mr. SMOOT. There is no tax on nny ticket under this
provisgion unless it costs 76 cents or more.

Mr. HARRISON., Mr. President, thera are two comuiittee
nmendments, I think, to this part of the bill, and the Benator
from Utah [Mr. Krxc] has made a motion to strike out all
of the admission dues. It would seem to me that that motion
onght to be voted on before we vote on the committee amend-
ment, because the commitiee amendment increases the exemip-
tion from 00 cents to 75 cents, and then there is another
amendment on the spoken drama. Can we not come to a
vote first upon the motion to elimlndte all admission dues,
and then take up the other matter?

Mr. SMOOT. I think that is proper.

Mr, KING. Mr. President, a parliamentary inqulry.

The VICE PRESIDENT. The Senator will state it.

Mr. KING Do I understand that the propesitlon of thae
Senator from Mississippl, which seems to be acceded to by
the Scnator in charge of the bill, Is that my motion to strike
out the entire title denling with admisstons and dues shall
take precedence over a vote upon the amendments offered by
the committea? I am entirely agreeable to that

The VICE PRESIDENT. It ¢nn Dbe done ouly by unanl-
mous consent, If there Is not objection, it can be done.

Mr. HARRISON. I sask unanimous consent that that be
the procedure.

The VICE PRESIDENT, Is there objection? Without ab-
jection, it 18 so ordered.

The question Is on the motion of the Senator from Utal
[Mr. Kina]. '

Mr. BORAH. Mr. President, I desire to ask the Senator
from Utah [Mr. Sxoor], In charge of the bill, to state a little
more fully—I was called out—what this motlon covers in the
way of tax.

Mr., SMOOT. The Benate committee amendment increasing
the exemption on admlssions from 50 cents to 75 cents medns
a reduction In the revenue of the Government of $8,000,000.

Mr. BORAH, Admissions to what?

Mr, SMOOT. To all entertalnments, theaters, games, and
g0 Torth.

Mr. BORAH. Legitimate theaters, movies, and everything?

Mr. SMOOT. Movies and everything; bascball games and
all admlissions.

Mr. BORAH. But there {s an exemption up to 75 centg?

Mr, BMOOT. The present law s BO ceunts. We raised the
50 cents exemption to 75 cents so rs to take In all of the schaol
entertainments, minor baseball and foothall games, and so forth,
outside of those where people pay ‘$5 to see one of the big
foontball games or one of the Natlonal League gomes. DBy the
committee amendment we lose $0,000,000, and if the amend-
ment of the jutior Senator from* Utah 18 agreed to we will
loge $24,000,000 more,

Mr. BORAH. DBut if yon go to an entertainment which costs
only 75 cents there is no tax?

Mr. SMOOT. No tax at all.

Mr. BORAH. That Is good enough for me.

Mr. GLASS. Mr. President, do I understnnd that there 18
no tax If you go to nn entertainment eosting $57

Mr. BORAX. No; the exemption 18 only up to 75 cents.

Mr, KING. Mr. P'resident, I prepared a brief statement to
present to the Senate dealing with my amendment. but I shall
not take the time to read it I ask that it may be Inserted in
the Recorp, and I slall ask for a vote without having it read.

The VICE PRESIDENT. Without objection, it will be
printed in the REcorn.

The statement referred to is as follows:

Title V of the revenue nct of 1924 imposed a tax on admissions and
duea. If this act wera to be continued in force and the rntesa pre-
scribed appled to the calendar year 1020, it was estlmated by the
Treasury that revenucs In the awmount of $33,000,000 would be pro-
duoced. In the pending revenue bLill as 1t passed the House of Rrpre-
sentatives Title V was smended so 8s to exempt from the admissions
and duoes tax admilssions to theaters producing exclusively what Ia
ealled “ legitimate spoken drama ™ copnsuming more than 1 hour and
45 minnutes for its performance, This exemptlon from the operation
of the law would, it was estimated for the year 1820, redoce the
revenues to be derlved from Title V to the amount of $29,000,000,

The Finance Commlitiee las reported sn amendment to Titla V
which strikes from the blll the House ameéndment exempting theaters
which produce exclosively “legitlmate spoken drama” and which
exempts from the tax tickets upon which a price of 70 cents or less is
fixed, The ITouse bill, as does the present law, exempts tickets upon
which a price of 00 cents or less is fixed from the application of the
tax. The Treasury estimates that the bIll as it 1s pending with tho
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Senate amendment Will produce revennes in the calendar year 1026
in the amount of $24,000,000, This s the figure carried in the table
on page 8 of the committee report. Hawever, on page 10 of the report
the statement was made that the Government needs the $20,000,000 to
be derived as revenue from this tax.

1 have proposed an amendment which repeals the tax entirely. The
loss of revenue may be roundly stated at $20,000,000, This is one
tax, I submit, that we may repeal without producing a deficit, even if
the views of the majority of the Finance Committee were correct. The
tax has been so gualified and amended by the pending and by former
acts that it 1s diecriminatory in its operations as to dlfferent amuso-
ments patronized by the people.

The theaters pay thelr regular corporation income taxes, and where
they are personally owned the proprietors pay their individual income
taxes upon the profits of the buslness, It ls asserted that the tax is
an impediment to the business, and it 1s belleved that if the tax be
repenled the volume of the business will be increased to such an
extent that the Incrensed amount reflected In corporate profiis and
income wlll, at the rate of 181§ per cent, recover for the Government
the major portipn of the revenues of §20,000,000 which will be preter-
mitted if Titla V covering the tax on admissions and dues be atricken
from the bill and the tax be repealed.

Whatever the argument to the contrary may be, this tax has all
the appearance of & war tax. It Is encountered every day by cltizens
ns they approach the box offices of theaters and places of amusement.
It is a constant reminder of tlie war levies. It stimulates resentment
on the part of the people generally and causes complaint and dissatis-
factlon, which it is more important sbould be releved than is the
retentlon of the tax for the sake of $20,000,000 of annual revenues
collected with difficulty and expense from every community In the
country, The reasona for its repeal clearly preponderate over the one
reason advanced for its retentlon.

Mr. SMITII. Mr., President, before thils vote is taken 1
should like to ask the chairman of the committee what is the
total amount collected under the present law?

Mr. SMOOT. Thirty-three million dollars.

Mr. KING. Dut the House amends it so ns to reduce the
amount to $24,000,000.

Mr. SBMOOT. No; the Beunats committes amends it. No
change at all is made in it by the House, The House left it
at the GO-cent rate, but the Henate committee provided for a
50 per cent decrease.

Mr. HARRIBON. Mr. President, the Benator is in error
in saying thut the Iouse made no decrease at all. The House
adopted an exemption of the spoken drama——

AMr. BMOOT. Oh, yes; the Honse exempted the legitimate
spoken drama: but we were speaking of the others.

Mr. HARRISON. Which reduced the revenue to $29,000.000.

Alr. KING. Mr. President, if there is to be debate upon it,
I shiall recall the address which I sent to the desk; but I am
ready now to have a vote tqken upon my motion to strike out
the entire provision dealing with admissions and dues, so that
if it is carried they will be exempted and we will lose $20,000,-
000 of revenue ounly. We do not need that amount, because
there will be a surplus anyway. .

Mr. HARRELD, Mr. President, regardless of what the vote
is on that motlon, we would still have the right to offer amend-
ments afterwards, I understand.

The VICE PRESIDENT. Not if the motion prevails.

Mr. HARRELD. Dut if it does not prevall we will?

The VICKH PRESIDENT. Yes. The question is on the amend-
ment offered by the Senator from Utah [Mr. Kixa].

Mr. HARRIBON. On that I call for the yeas and nays.

The yeas and nays were ordered, and the Chief Clerk pro-
ceeded to eall the roll

Mr, BRATTON (when his name was called). I have a pair
with the Senator from Pennsylvania [Mr. Peerer], Not kuow-
ing how he would vole on this guestion, I withhold my vote

Mr. BROOKHART (when his name was called). I have a
pair with the junior Benator from Arkansas [Mr. CARaAwWAY].
If at liberty to vote, I shounld vote “ yea."

Mr. COPELAND (when Mr. EpwaArps's name was called).
The junior Senator from New Jersey [Mr. Epwarps] 1s un-
avoldably absent. If he were present, he would vote * yea.”

Mr. FERNALD (when his name was called). I transfer my
palr with the genior Senator from New Mexico [Mr. Joxes]
to the junior Senator from Connecticent [Mr. Bixeumam], and
will vote. I vote * nay.”

Mr. FLETCHER (when his name was called). I have a
general pair with the Senator from Delaware [Mr, buv Poxr].
I nm advised that he wonld yote as I shall vote. I vote * nay.”

Mr. JOHNSON (when his name was called). I am paired
with the senlor Senator from Arkansas [Mr. Ropixsos] and
withhold my vote. If at llberty to vote, I should vote * yea.”
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Mr. SWANSON (when his name was called). I announce
my pair with the senlor Senator from Ilinols [Mr, McKintey].
I do not know how lie wonld vote on this gquestion, and conse-
quently I refrain from voting., If at liberty to vote, I should
vote o nay'll

The roll eall was concluded.

Mr. BLEASH. I desire to announce that if the junior Sena-
tor from Missourl [Mr. Wouuiams] were present he wonld
vote “nay " and I would vote “yea.” I am paired with the
junior Seusator from Missourl.

Mr. ERNST. I am paired with the junior Senator from New
Jersey [Mr. Epwarps]. I am advised it has jost been an-
nounced that if he were present he would vote “yen." If
at liberty to vote, I should vote * nay.”

Mr. WALSH, The junior Senator from 3Montana [Mr.
WuaerLen] 1s absent on account of illmess. He is paired with
the Senator from Vermont [Mr. Greexe]. If present, the
Junlor Benator from Montana would vote * yea.”

Mr. JONES of Washington. The senlor Benator from Kansas
[Mr. Currig] I8 necessarily absent on account of illness. He
is palred wih the senior Benator from Missouri [Mr. Rmm].
If the BSenator from Kansas were present and at liberty
to vote, he would vote “npay." 1 will allow the announce-
ment with reference to the cause of his abgence to stand for
the day.

Mr. SHEPPARD. I was requested to announce that the
junior Senator from Texas [Mr, Maysein] Is paired with the
junior Senator from Colorado [Mr. Means].

Mr. REED of Missourl. I have some financial fnterest, not
large, but of such a nature that it would be affected by this
vote; and I ask that I be excused from voting.

The VIOCE PRESIDENT. Will the Benate exense the Sen-
ator from Missouri from voting for the reason stated? With-
out objection, the Senator will be excused.

The result was announced—yeas 36, nays 84, as follows:

YEAB—36
Ashurst Frazler McKellar Ransdell
Bayard George McMaster Sheppard
Broussard Harreld McNary Bhipstead
Capper Harrls Neely Simmons
Copeland Harrison Norbeck Bmith
Congens Heflin Norris Htanfleld
Dill Kendrick Nye Trammell
Edge \ing Overman Walsh
Ferris a Folletta Phipps Weller

NAYB 34
Bornh Fletcher Lenroot hortridge
DBruce Glliett McLean maoot
Butler lass Matealfl Tyson
Cameron off Mowi:s adsworth
Cumming Gooding Dildie Warren
Dale iale *ine Watson
Deneen owell eod, Pa, Wiilis
Fernnld ones, Wash. oblnson, Ind,
Fess eyes Backett

NOT VOTING—26

Bingham Edwards Muyfield Stephens
1ilease Ernst Means Bwnnson
Bratton Gerry Pepper Undoerwood
Brookhart Greene Pittman Wheeler
Carawny Johnson Roed, Mo. Williams
Curtls Jones, N, Mex, Robinson, Ark,
duo Pont McKinley Sehall

B0 Mr. Kina's amendment was agreed to.

Mr. WADSWORTH. Mr, President, as 1 llstened to the
reading of the amendment proposed by the junior Senator
from Utah, and which I understand has just been adopted,
abolishing all admission taxes and dues, I did not hear any
reference to the provision relating to the legitimate drama.

Mr. SMOOT. The whole title goes ouf.

My, WADSWORTH. I did not hear any reference to it. It
geemed to me, as 1 heard the amendment read, that it did not
include it.

Mr, KING. As I first stated it, perhaps it_did not, but I
later called attention to the House provision, and my motion
as amended Ineluded the entire tltle, including that throungh
which the lines have been stricken on page 227,

Mr. WADSWORTH, Then I understand it was doune by
unanimous consent?

Mr. KING. Yes.

Mr. WADSWORTH. The commilttee amendment has not
been acted on: the House text, however, has been restored, in
gpite of a committiee amendment pending?

Mr. SMOOT. It was dopne by unanimous consent. Now 1
glve notice that T will ask

Mr. WALSIL. Mr, President, I do not nnderstand this at
all. I understand that subdivision (3) of section 500 on pnge
297 has gone out with all the rest of section 500,

Mr, WADSWORTH. That is what I now wnderstand, al-
though it was dope in an upside-down parliamentary manner.
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Mr. HARRISON., When the motion was first stated, it
did uot include that, but I propounded an inguiry in regard
to it, and the Senator from Utah then did include it,

Mr. KING. I stated at the outset that perhaps it could
only be done by unanimous consent, and that was obtalned,
s0 as to dispose of the entire sectlon, without considering the
Senate Committee amendment first. Then I moved to strike
out the whole title, as I anticipated the Senate would do.

Alr. BMITH., The language goes out down to title 62

Mr. KING. Down to title 6, nnder the head of ' Excisa
taxes," sectlon 600, on page 230, |

Mr, SMOOT, Mr, President, I give notice that I shall ask
for a separate vote in the Senate on this amendment.

I now desire to turn to page 230, the excise-tax provision.

Mr. KING. The provision covering automobiles?

Mr. SMOOT, The automoblle amendment is the first amend-
ment,

The VICE PRESIDENT. The clerk will state the amend-
ment.

The Curer CrErx. On page 230, after line 23, the committee
proposes to insert:

(1) Auntomobile truck chossls and automoblie wagon chassis sold or
leased for an amount in excess of $1,000, and antomoblle truck bodles
and suotomobile wagon bodies sold or leased for an amount in excess
of $200 (including in both cases tires, inner tubes, parts, and aecces-
sories therefor sold on or in coonectlon therewith or with the gale
thereof), 2 per cent. A sale or lease of an automaoblle truck or of
an automoblla wagon shall, for the purposes of this subdivision, be
consldered to be a male of the chassls and of the body,

Mr, McKELLAR, Will not the Senator from Utah tell us
how mnch money that would bring in?

Mr. SMOOT. Six milllon dollars. In other words, on trucks
the rate is to be 2 per cent, and we give the industry a reduc-
tion of 3314 per cent. There i3 nothing that 1 know of which
destroys roads to a greater extent aml comes in more direct
competition with transportation than the automobile truck, and
it secemed to us that in giving a reduction of 40 per cent upon
automobiles and 3314 per cent on trucks and taking all of the
tax off parts we were going far enough with that industry.

Mr. KING. Mr. President, I have an amendment to strike
ount the entire title dealing with excise taxes and covering auto-
mobiles, trucks, and go forth, I shull not press it, but shall ask
that the Senate disagree to the amendment tendered by the
Finance Committee imposing a tax on automobile-truck chassis
and automobile-wagon chassis, and so forth,

Mr. SIMMONS. Mr. President, ¥ suggest to the Senator from
Utah that he divide his amendment,

Mr. KING. I am wjlling to do that and to ask for a vote on
the committee amendment just read by the clerk.

Mr. HARRISON. Mr. President, may I make an inguiry of
the Senator from Utah., Thia item was stricken out on the ree-
ommendation of the Hounse Ways and Means Committee?

Mr. SMOOT. It was, ‘

Mr. HARRISON. It was restored by the Senate Finance
Committee?

Mr, SMOOT. At 2 per cent, a lower rate than is imposed
in the present law,

Mr. COUZENS. Mr. President, I would llke to ask the
Senator in charge of the bill the reason for reinstatlng this
2 per cent tax on automobile trucks,

Mr. SMOOT. As I stated before, we thought that we should
arrive ut some average rate of reduction on the automobile
ludustry. The House removed the tax entirely from tires,
parts, and everyihing of that kind. Then the House reduced
the tax on antomobiles from 534 per cent to 3 per cent, and
cut the tax entirely off trucks., The Finance Committee amend-
ment does not impose any tax upon a truck the chassis of
which costs less than §1,200,

In addition to that, I will say to the Senator, the committee
in imposing this tax took Into consideration the fact that
trucks perhaps destroy the roads of this country more than
any other agency, and the committee did not feel thht they
should go scot free from tuxes if the truck itself cost more than
$1,200. We were all agreed on the $1,200 figure.

Mr., COUZENS. I would Ilke to ask the Senator what
amount is expected to be brought into the Treasury by this
additional tax?

Mr. SMOOT, Six million dollars.

Mr. COUZENS, 1 do not see a single justification for add-
ing that tax, The Senator from New York states that it is
not added, but that it is retained. I seo no justification for

the tax at all. The automobile Industry, through the excise
tax, has contributed many times more to the IFedernl Gov-
ernment than the Government has contributed to the States in
the way of aid in the construction of good roads.
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This Is an unjust tax for many, many reasons. One of them
Is that It represents the weans of livelihood of a great number
of Individuals who, with small capital, invest in automobile
trucks on the Installment plan to enable them to gain a living.
They are in the transportation business. Transportation by
automobile truck is the only transportation business that I
know of which has an excise tax placed on it. It seems to me
this is the most unjust tax of all the taxes found in the bLill.
I see no reason for it at all

In this connection, I wonld like to ask the Senafor from
Utah if Le can tell us how much 13 to be rebated by the
Treasury Department because of the repeal of the 1924 estute
tax. I think that has been stated in the debate, but I have
forgotten the amount,

Mr. SMOOT. There will be a loss of $20,000,000 this com-
ing year.

Mr. COUZENS. I understand; but of the taxes that have
been pald under the act of 1924 the difference between the 40
per cent provided In that act and the maximum of 20 per
cent provided in this act i3 to be rebated.

Mr. SMOOT. If they have been pald.

Mr. COUZENS. Of course, we assume that it is a justifiable
ecredit. How much will the rebate or credit to these estates
amount to?

Mr. REED of Pennsylvania. Mr, President, I can answer
that. The Treasury Department officials have nol been able
to get up any complete statement, but they say it will be lesy
than a couple of million dollars.

Mr. COUZENS. Do I understand that the replacing of the
maximum estate tax and applying it to the 1024 act means
only $2,000,0007

Mr. REED of Pennsylvania. That 18 not what the Senator
azked. He asked about the refurds.

Mr. COUZENS. I asked about credits.

Mr. REED of Pennsylvanla, The estates of most of those
who have died since the enactment of the 1924 law are still
in process of administration, and no tax has bLeen paid. But
the net loss to the United States In 1926 because of all the
changes made in the estate-tax provision will be only the
amount given by the Senator from Utah, about $20,000,000.

Mr. HOWELIL, Mr. President:

The VICE PRESIDENT. Does the Senator from Michigan
yleld to the Senator from Nebraska?

Mr. COUZENS. 1 yield.

Mr. HOWELL. That statement gives an entirely wrong
conception of the sltuation.

Mr. REED of Pennsylvania. Docs the Senator say the state-
ment is false?

Mr. HOWELT. I do not say it 1s false, but T do say it
gives an entlrely wrong conception of the situation. There
are $415000,000 yet to be colleeted on acconut of deferred
estate taxes. If we afford rebates as proposed in the bill, it
means a net rebate on account of these deferred payments
and cash already paild of $100,000,000.

Mr. WADSWORTH. Over four or flve years.

Mr. HOWELL. That is what we are glving back. It Is
£100,000,000, not $20,000,000.

Mr. REED of Pennsylvania. Will the Senator from Micliigan
vield to me to make a statement?

The VICE PRESIDENT. Does the SBenator from Michigan
yield to the Senator from Pennsylvanla?

Mr. COUZENS. I do not want to yleld right now. If I do
not make a correct statement, 1 will yleld to the Senator from
Pennsylvania to correct me.

Mr. REKED of Pennsylvania. I have the exact fizures.

Mr. COUZENRS. There is a confuslon between rebates and
eredits which will have to be extended as a result of this
repenl. The extent of the refunds is not fmportant. The
ageregate credit that must be extended to these estates, plus
the rebafes, Is what affects the Government revenue. If the
Senator from Pennsylvania can enlighten me on that point, I
will yield.

Mr. REED of Pennsylvanla. I am glad to. The average
fax acceruing yearly under the estate-tax provision of the rev-
enne act of 1021 was about $110,000,000. Under the revenue
net of 1924 it Is estimated that it will be from $150,000.000 to
$165,000,000. For the period from the enactment of the 1924
law to its repeal, as provided In the Finance Committee biill,
the acerned taxes, as a result of the difference between tlie
rafes of that aet and those of the 1921 act, will have amounted
to about $835,000,000.

At the ftime of the enaciment of the 1028 revenue act, it is
estimated that the total acernals of estate taxes not as yet paid
will be about $415,000,000. If we deduct from this the-385.-
000,000, as T explained before, it wlll leave about $330,000,000
still due to the United States on account of the estate taxes, It
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{8 expected that the payment of thls amount will be approxl-
mately as follows down to the year 1932, After 1032 the
revenue will be nothing at all. The schedule is:

Caleninr year: Ampount,
1026 _ 00, 000, 000
1027 80, 000, 000
1828 65, 000, 000
1029 e 0o, 000, 000
1930, et 25, 000, 600
1631 - 10, 000, 000
10822 -—w B, 000, 000

I think that answers the Benator's question.

Mr. COUZENS. What is the aggregate?

Mr. REED of Pennsylvania. The aggregate we will recelve,
if we repeal the estate tax rlght now, will be $330,000,000 still
to come in. The amonut we lose by the rednetion in the rates
of the act of 1624 is 885,000,000.

Mr. COUZENS. That is just the point I am making. The
Senate has by sn overwhelming vote agreed to credit estales
to the extent of $£55,000,000, and yet it is proposed to put a 2
per cent tax on the small truck owners of the country so as
to ralse six million puny dollars, It Is proposed to take £6,000,-
000 out of the businogg of the llitle trueck ownerg, whe are
earning thelr dally bread by deing a transportation bnsiness
between eclties throughout the country, and yet the Senate has
deliberately glven a credlt of £85,000,000 to the large estates,
1 am not talking as a demagogue, but I think it is a damnable
outrage to take 26,000,000 from the truck owners of the country
in that way after taking £85,000,000 off the estnte taxes.

Mr. EDGE. M. President, may I bave the attention of the
jnulor Senator from Utah?

Mr. KING. Certainly,

Mr. EDGBE., Do I understand the amendment pemding also
includes other automoblles in addition to trucks? Does it like-
wise repeal that tax?

Mr. KING. Mr. President, T s{ated when I rose that I had
a pending amendment fo strike out all of the provision impos-
ing taxes upon automoblles, whether trucks or chassis or the
completed automobile. But I said I would pretermit offering
the entire amendment and would segregate it amnd would offer
first the amendment which consisted in & proposal to disagree
to the Senate committee amendment deallng with automobile
trucks.

Mr. EDGE. I would like to ask the senior Benator from Utah
what would be the estlmated loss to the Government if all the
excise taxes on automoblles were removed?

AMr. SMOOT. On the automobiles 1t would be $69,600,000 and
on the trucks It would be $6,000,000,

Mr. EDGE. In addition to the $69,000,000%

Mr. SMOOT. Yes; in addition to that amonnt.

Mr. EDGE. That is, the total income under the bill as re-
ported by the commitiee would be approximately $75,000,000
from thoge two items?

Mr. SMOOT. Beventy-five milllon six hundred thoumsand dol-
lars.

Mr, EDGE. What was the estimated income to the Govern-
ment on the raising of the corporation tax from 121§ por cent
to 1314 per cent?

Mr. SMOOT. Eighty-four million dollars.

Mr. EDGE. I agree to a great extent with the statement
made by the Senator from Michigan [Mr. Covuzens]. 1 am
fundamentally opposed to all exclse taxes. I recognize that
the Governmoent must raise a certain revenue, but if there Is
Bny other method to be deviséed by which we ecan raise it, it
seems to me it would be decldedly preferable to any type of
exclse tax. With the increase in corporation taxes and some
adjustments that I naturally sssume will be made in confer-
ence, perhaps, with reference to the Inheritance tax that we
have heard so much about, I am wondering whether we conld
not afford at this tlme, in view of the anticipated revenune to
the Government generally being bigher than we are led to
believe It will be, to relieve the individuals who are certainly
interested In all these automobile taxes?

Mr. SMOOYT. We have already estimated that the amount
fromm the corporation tax will be $118,000,000 for the present
flscal year. That has been estimated for and covered in the
items sulimitted by the committee and by the department. We
can not see how we are going to inerease the amount from the
corporations this yvear. It is out of the question.

Mr. EDGE. Dusiness is prosperous.

Mr, BMOOT. Yes; I am perfectly well aware of that. I
think the department made as large an cstimate as they could
possibly figure out., The dally reports of the Treasury show it,
If we take yesterday's daily report, it will show just what the
incroase is for the fiscal year ending June 80, 1926. If the

receipls do not inerease doring the next four months more than

they have done In the last eight months, we are not going to
reiich even $118,000,000.

Mr. EDGE. What was the estimate of the Finance Commit-
tee or the Ways and Means Committee—becanse they mnst have
made an estimate—of revenue from the inheritance tax under
the provisions of the bill as it passed the Iouse?

Mr, BMOOT, The way the House provided for it, aside from
the 80 per cent; 1t would be $110,000,000.

Mr. NORRIS. Mr. President, I am very much pleased that
on this Important question I can agree with the Senator from
New Jersey [Mr, Enci]. I nsually agree with him when lie will
let me. The Senator from New Jerscy sald he is fundomentally
opyosed to the nulsance taxes on automoblles. So am I. It 8
too bad thet we have to levy them. The men who have the
trucks are poor men. They are all laboring men, They are tha
heads of families in our cities aud our towns. They work long
hours. They have children to eduecate and to clothe. 1In fact,
life with them 1s a serious proposition. It is hard to tax them,
and yet it is neeessary.

From the bill we have just ellminated all the rich inheritance
taxes, amounting to an average of from $110,000,000 to 8150,-
000,000 & year, much more than the poor laboring men pay
on their trucks, but we have llberated tlie large estates. The
owners of the lavge estates are dead, It is true, and the chil-
dren and the colleges they Lave mentioned In their wills aie
weulthy and do not need the money very badly, but we have
given It to them anyway, That is past; it is over. Some-
body must bear the burden. Who can bear it belfer than
the man who always has toiled, who nlways has labored?
He 15 used to {t. He has done that all his life. Why not
let him keep on the balance of his days?

If we are going to libernte the big estates, {f we are going to
remove the taxes from luxury and let those big esiates with in-
comes of more than $100,000,000 net be retduced 44 per cent, the
men who now toil must make up their minds to continue to
toll. There I8 no other way out of it. That 18 our mandate.
Those are the commandgs that come from the coalition and from
our * master's voice.”
gtraight through and obey. We can not entirvely Hberate the
rich and the poor both. Somebody must pay the tuxes, The
men of wealth do not want to pay them. When they are
dend nobody wants to tnke it out of thelr estate. We do not
waut to urge that, because they always had thelr way when
they were alive, and it would be hard to go contrary fo their
wishes after they are dead. It is not right to impose a tax
more than he is willing to pay on the man who has a net
income of $100,000 or more. We have heard it said that by
such # course we will Increase the patriotism of those peaple,
So let ns make these truck drivers pafriotic. Let us get them
in such a patriotic fervor thiat they will be ready to enlist
and shoulder the musket at $30 a month If needed In another
war where we can make some more profiteers to get blg
incomes.

Mr. DALE., Mr. Prestdent, will the Senator yield to me at
that point?

Mr, NORRIS., With pleasure.

Mr. DALE. The Senator referred to shouldering the musket
for $30 a month. Does he not recall that after we gave $30
a month to the boys we took it away for life insurance, and so
forth? Does not the Senator remember that we took it prac-
tically all away for such purposes?

Mr, NORRIS. Yes; we took some of it away; but they did
not squeal about It. If we had taken that much away from a
millionaire we would have had the corner of the Capitol
lifted up. We would have had a message from the White
House. We would have had a message from the Becretary of
the Treasury. But these poor men are used to that kind of
treatment ; 50 let us have just as little commotlon about it as
possible. Let them keep on toiling and paying taxes. If we are
going to relieve, as we have done, the big estates and the big
incomes, the little fellows will have to pay, and they might as
well kiow it at one time as another.

Mr, KING. Mr, President, I want to call attention very
briefly to .a few flgures which I have taken some trouble to
vorify, and I think are not subject to sueccessful challenge,
showing the heavy burdens which are imposed upon the users
of automobiles,

First, they are compelled to pay a property tax in the States.
That is a very heavy tax. In addition they have to pay a
license tax, They then have to pay a tax upen gasoline, and
that tax is, in many Btates, Inereasing. The aggregate tax
paid to the States In 1024 exceeded $400,000,000, The license
and registration taxes amounted (o $225402,252, The tax upon
automobiles as such amounted to $90,000,000. That is the per-

We have not anything to do buot walk,
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sonal property tax. The gasoline tax amounted to $80,000,000.
Then there were munieipal regulations and licenses which im-
posed an additional tax of over $15,000,000 upon automobiles.

In 1925 this amount was greatly exceeded. I am advlsed,
though I have not been able to verify the figures, that the
taxes paid by the automobile users to the States alone during
the calendar year 1925 exceeded $0500,000,000. That 1s an
enormons tax. It must be borne in mind that more than 50
per cent of the automobiles are owned by those who reside
upon the farms and In towns of less than 1,000 inhabitants,
A large percentage—I think 83 per cent—are owned by persons
who reside In clties under 5,000 and above 1,000 inhabitants,
The smaller number of automoblles are owned by those re-
siding in the great cities.

The automoebile has come to be not a luxury but a necessity.
It Is important to the farmer; perhaps more important to him
than to any other class of our citizens. With this tremendous
burden of more than $300,000,000—and increasing annually—
paid to the Btates by the anutomoblle owners, it seems to me
they ought to be exempted entirely from Federal taxes.

Mr. BRUCE. Mr. President

Mr. KING. I yield to the Senator from Maryland,

Mr. BRUCE. Has the Senator flgured out how much the
tax on automobiles amounts to?

Mr. KING. There are 17,000,000 automobiles—good, bad,
and indifferent, and a large number of them indifferent—in
the entire Unlied States.

Mr. BRUCE. It would be less than $30 per automobile,
would it not?

Mr. KING. The Senator is a better mathematiclan than T
am and o better historian, so I eall upon his knowledge of
mathemntics and bistory to determine that fact. This Is not
the beginning nor the end of the taxes. The accessories have
to be bhought. There is a rising market now for tires. Then
the Inbricating oil has to be purchased, and the gasollne has
to be purchased; so that the expenses of operating an auto-
mobile are very great to the owner.

Mr, President, the pending motion contemplates only redue-
ing the tax upon trucks. Later I shall ask for the considera-
tion of my motion In reference to the tax on automobiles
themselves.

Mr, SMOOT. Mr. President, in the first place, I wish to
say to the Senator from Maryland [Mr. Bruce], although I
sce he 12 out of the Chamber for the moment, that there is no
tnx imposed upon automoblles now in use. The tax is im.
posed only upon new automobiles when purchased. The actual
receipts from the taxes on asutomobhiles, trucks, parts, and tires
are a little over £150,000.000. The House of Ropresentatives
cut that in twe; in other words, reduced the tax upon these
items, token as a whole, 50 per cent; and the little trock
driver will not pay a single cent of tax on his truck if it costs
less than $1,200,

I should like, of course, to do away with all taxes if it were
possible, but we are relieving this industry of $75,000,000 of
tnxes a year. There are only about 4,200,000 taxpayers and
there are 17,000,000 automobiles in unse.

Mr. President, it does scem to me that this reduction is sufii-
cient. We have taken the tax off the parts and the tax off the
tires and we have reduced the fax on automobiles from §
per cent to 8 per cent, or 40 per cent. Now, we ask here a 2
per cent tax on trucks worth over $1,200. The farmer's truck
does not pay 1 cent under the existing law, nor will it do so
under the proposed law. We are giving a reduction of 3314
per cent; in other words, we are glving $75.000,000 to this
industry in the reduction of taxes, That is the sitnation. We
have got to raise the moncy from some source; there I8 no
doubt about that at all; and I do not know of any tax that
would be less onerous than the 8 per cent tax which is pro-
vided for in the pending bill upon those who are able to buy
high-priced auntomoblles.

SEVERAL Sexators. Votel

The PRESIDING OFFIOER (Mr. Winnis in the chair).
The question is on agreeing to the committee amendment.

Mr. COUZENS. Mr. President, the Senator from Wisconsin
[Mr, Lexroor] offered an amendment when the section relat-
ng to surtaxes was under discussion and, I think, made the
statement that to increase the maximum surtax to 25 per cent
on incomes over $100,000 would bring in over $10,000,000.

Mr. BMOOT. ¥or the first year,

Mr. COUZENS. Yes.

Mr. SMOOT. But it would not do so thereafter.

Mr. COUZENS. The Senator does not know. Of course,
the Senator can guess and he can argue, but he can not guess
accurately because Lie has not guessed nccurately in the past.

Afr. SMOOT. I am using the estimates of the department.
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Mr. COUZENS, The estimates of the department have been
talo wonderfully accurate in the past that we all rely upon

1em.

Mr. SMOOT. The Senator from Michigan got his estimate
of $10,000,000 from the department.

Mr, COUZENS. Baut for the following years we do not know
how much more the tax or how much less it will produce.
Here we propose to collect $6,000,000 from truck drivers.
Admitting that many of these trucks are owned by persons
who in all probability ean well afford to pay, I know from
actual experience that in 1920 and 1021 and in the years fol-
lowing the close of the World War many trucks were bought
on the Installment plan, costing from™ $2,000 to $3,000, being
8 and 4 ton trocks, on which a small payment was originally
made. The owner of such a truck not only had to drive his
own truck and handle the load it contained, but he had to
pay the installments and interest on deferred payments and
make a living out of the truck, If such a man buys a $2,000
truck ho will have to pay a tax of $40 which is, perhaps, more
than he will earn in a week, just for the purpose of enabling
the Government to collect $6,000,000; and that in face of the
fact that we refuse to Increase the surtax on which we can
collect many million dollars more, repeil a tax already in
effect, and refund $85,000,000. For the life of me, I can not sea
any consistency in that at all,

Mr. REED of Pennsylvania, Mr, President

The PRESIDING OFFICER. Does the SHenator from Michi-
gan yield to the Senator from Pennsylvania?

Mr. REED of Pennsylvania, I thought the Senator from
Michigan had ecncluded. :

Mr. COUZENS. I hope that Senators wiil appreciate tha
situation. The absurdity of this sort of legislation must appenr
to any person with a heart and a hend or even to one who
may have one without the other. T hope that the amendment
which the Finance Committee has Inserted may be rejected.

Mr. REED of Penusylvania. Mr. President, just a word on
this snbject. I think that every one of us, from his own ex-
perieace, ean appraise the soundness of the arguments which
have been made for the repeal of the tax. As we travel over
the roads, if we will ellminate from consideration all of the
Fords and the lighter trueks, let us merely remember the
names that we read on the sldes of the blg trucks that crowd
us off the road, and read the names of those biz trucks in
the city which carry two or three tons of coal or a couple of
tons of oil, and then think that the tax that we are proposing
to take off is only 2 per cent on those hunge vehicles which
pay nothing for thelr right of way.

Mr. WADSWORTH. And it {8 a tax which is paid only
once,

Mr. REED of Pennsylvania.
not paild every year,

Mr, NORRIS. Omnce ls enough.

Mr., REED of Pennsylvania, It 1s not enough for me; I
would tax them that much every year. They pay nothing for
the right of way which they gef, while the rallroad that com-
petes with them with its frelght ears pays its franchise tax,
pays for keceping up its right of way, pays taxes locally, pays
taxes to the Btate of incorporation, and all the taxes which
we levy on them. These people are the favorites of our legis-
{illkm: they ought to pay a tax, and it ought to be more than

8.

NEVERAL BexarTors, Vote!

Mr. COUZENS, I can hardly let the statement of the Sen-
ator from Pennsylvania go by without a furtler remark. He
is very anxious fo reach the wealthy truck owner who has a
truck In active buslpess, the wealthy truck owner whe hauls
coal and oll around the streets, who pays his local taxes for
the maintenance of the streets, who pays his license tax, and,
perhaps, welght taxes, and & horsecpower tax. He sald that he
would not only tax them once but that he would tax them
every year this amount, yet he has voted to refund $85,000,000
to the estates of the rich men who have died and who are,
therefore, not further using the etreets or destroying then.
The inconsistency of that Is incomprehensible to me:

Mr. HARRISON. May I suggest to the Sensatfor that he
named several tAaxes which the truck drivers pay, but he left
off the gasoline tax, which is quite an Item.

Mr. COUZENS. I understand that, and go does everybody

They pay it only once; it is

in this Chamber understand it. I do net think that anyone
who opposes the rejection of the amendment reported by the
Finance Committee has a leg to stand on.

The PRESIDING OFFICER. The question is on agreeing
to the amendment reported by the committee,

Mr. HARRISON. I ask for the yeas and nays.

The yeas and nays were ordered.
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Mr. REED of Pennsylvania. Mr. President, T rise to a par-
Hamentary inguiry.

The PRESIDING OFFICER. The Senator will state it

Mr. REED of Pennsylvania. Is the vote on the committee
amenchnent ?

The PRESIDING OFFICER. The question {s on agreeing to
the committee amendment.

Mr. NORRIS. Has not the committee amendment been di-
vided?

The PRESIDING OFFICER. The Chalr is advised that the
question i on the committee amendment, bezinning at line 24,
page 230, and ending line 8, page 231.

Mr, DILL. Is that the truck amendment?

Mr. McKELILAR. It Is the frock amendment,

The PRESIDING OIFICER. The Chalr lgs stated the
amendment. The Seceretary will call the roll.

The Chief Clerk proceeded to eall the roll.

Mr. COPELAND (when Mr, Enwanrps's name was ealled).
The Senator from New Jersey [AMr. Epwarns] is unavoidably
absent, If he were present, he wonld vote “ nay.”

Mr. FERNALD (when his name wns called). I transfer my
pair with the senior Benator from New Mexico [Mr. Joxes|
to the Senator from Connecticut [Mr. BiscEam] and vote
- ypﬂl"

Mr, FLETOHIR (when his name was called). Making the
same announcement as to my palr as on the previous vote, 1
vote * yea."

Mr. JOHNSON (when his name was called). T have a pair
with the senior Senator from Arkansas [Mr. Romixson]. If
permitted to vote, I should vote “ nay.”

Mr. SWANSON (when his name was called). I transfer my
pair with the senior Senntor from Ilinols [Mr. MoKiNpey]
to the senior Senator from Alabama [Mr. Uxperwoon], and
will vote, 1 vote *nay."

The roll call was concluded.

Mr, BLEASE. I am paired with the Senator from Missourl
[Mr. Wirrraxs]. Not knowing how that Senator would vote
on this question, T withhold my vote. If I were at liberty to
vote, I shonld vote “ nay."

Mr. WALSH. I announce again the pair of my colleagne
[Mr. Waeerer] with the Senator from Vermont [Mr, Gueexe],
1f my colleasgue were present and at liberty to vote, he wonld
vote *nay."”

Mr. REED of Missourl (after having voted in the negative).
Y transfer my palr with the Senator from Kansas [Mr, Cor-
mi1s] to the Senator from Missdssippl [Mr. Brepnexs], and will
allow my vote to stand.

Mr, NORRIS, I desire to annournce that the junior Senator
froma Towa [Mr. BnoogEart] has been called from the Cham-
ber. Ife Is paired with the Junior Senator from Arksnsas
[Mr. Caraway], If the Senator from Iowa were present, he
wounld vote “ nny."”

Mr, HARRIBON. I deslire to announce that the senlor Sena-
tor from New Mexico [Mr, Joxes], the sgenlor Henator from
Nevada [Mr. Prrraan], the senlor Senator from Alabama [Mr,
Usverwoon], the senior Senator from TNRhode Island [Mr.
Grenry ], and both of the Senutors from Arkansas [Mr, Ropin-
gon nnd Mr. Caraway], are unavoldably detalned. If those
Senators were present, they wounld vote “nay™ on this question.

Mr. SBHEPPARD, My colleague [Mr, Mayriein], If present,
would vote “nay." Ile {s detained by iliness, and is paired
with the Senator from Coloradoe [Mr. Meaxs].

Mr., JONES of Washington. 1 desire to announce the fol-
lowing pairs:

The Senator from Colorado [Mr, Meaxs] with the SBenator
from Texas [Mr. Ma¥riELD] ;

The Sepator from Pennsylvania [Mr. Perper] with the
Senator from New Mexico [Mr. Brarrox]; and

The Senator from Kentneky [Mr. Eexst] with the Benator
from New Jersey [Mr. EpwaArDps].

The result was announced—yens 12, nays 55, as followst

YBEAS—12
Bruce Hale Reed, Pa. Wadsworth
FPernald MeLean Bhortridge Warren
Fletcher Phipps Smoot Watson
NAYS—060
Bayard Grorge IceKellar oblpson, Ind.
Broussard Glnss feManter ckett
Buotler Gofft MeNary Bheppard
Cameran Harreld Maotealf Blipstead
Capper Harris foses Bimmons
Copeland Harrison ecly
Conzens Heflln orbeck
ie Howall Jorris
Ieneen ones, e’uh. is
i endric die
FEdge Keyes Overman
lferril Kin ol 'Phlesd
ette Ransde
l"l‘lllEl h:nrwt Reed, &D.
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NOT YOTING —2
Asghurst Curtls Johnson Brhall
Biogham du Pont Jonvs, N, Mex, Btephens

Bloass Fdwards MeKinley Underwood

Borah Ernst Maytield Whealer
Bratton Gorry Means Williams
Brovkhart Glllett Pepper

Caraway Gouding Pittiman

Cumming “tireste Rohinson, Ark.

So the amendment of the committee was rejected.

Mr. BMOOT. Mr. President, on page 281 I shall have to
ask that the Senate reject the mmendinent on line 9 and the
amendment on lnes 13 and 14, now that the trock amendment
has been rejected. This is slmply carrying out the recent
ncfion of the Henate.

The VICE PRESIDENT. The amendments of the committes
will be stated.

The Cmer Crerx. On page 231, llue 9, the committee pro-
posos to strike out *“(1) Auntomobiles™ and to insert “(2) Other
automobile.”

The amendment was rejected.

The Curmmr CrLerk. On the same page, lines 13 and 14, the
commillee proposes to strike out “ antomobile (ruck chassis and
boilies, automobile wagon chussis and bodies, and.”

The VICE PRESIDENT. The question is on agreeing to the
amendment.

The amendment was rejected.

Mr, KING. Mr., President, I desive to offer an amendment
to Lhia provision between lines 0 and 18 on page 231 I
move to strike out the entire paragraph embracing lines 9, 10,
11, 12, 13, 14, 15, 16, 17, and 18 ou page 231.

Mr, REED of Pennosylvania. That is subject to a point
of order,

Mr. KING. It is possible that this amendment is premature
and that we will be compelled to wait until Iudividusl amend-
ments are In order after all the commitiee amendments have
been disposed of ; but it did seem to mec that while we were
congidering the subject, having disposed of trucks, we had
better dispose of automobiles. I ask unanimous consent that
that may be done.

The VICE PREBIDENT., That can be done by unanimous
consent,

My. KING. I ask unanimous consent that the Senate may
now proceed to the consideration of my amendment, which is
to strike out all of the provislon found In lines 9 to 18, inclu-
slve, on page 231.

The VICE PRESIDENT. 1Is there objectlon?

Mr. SMOOT. 1 do not abject. 1f the Senuate wants to strike
out this paragraph and destroy the bill, go to it and rip it op.

Mr. BRUCE. Mr. P'resident, what Is the proposal?

Mr. WADSWORTH. Mpr., President, may I ask the chair-
man of the commiitee or the junior SBenator from Utah the
amount of revenue involved In this matter? The paragraph
provides for a 3 per cent tax on passenger antomobiles,

Mr. SMOOT. Sixty-nine million dollars,

Mr. WADSWORTH. On that one puvagraph alone?

Mr. SMOOT. On that one paragraph alone.

Mr. WADSWORTH. I merely desire to observe that we can
not shed guite as bitter tears about this paragraph as we shed
about the truck pavagraph. The overwhelming majority of
these cars are for Juxury purposecs.

Mr. KING. Mr. President, I do not agree with the Seantor.
I should like to know where he gots the figures npon which
he bases the statement that the greater part of the aulomobiles
contemplated here are luxury automobiles.

Mr. WADSWORTH. I assume that nearly every Cadillae
ear is n luxury, that nearly every Packard car is a luxury,
that Pierce-Arrow cars are luxurles. I assume that the mod-
erate-priced cars, as they are called, are used largely for pleas-
ure driving. I do mnot think they are used In commercial
business, as contrasted with trucks.

Mr. COUZENS. Mr, President

The VIOE PRESIDENT. Does the Benator from New York
yield to the Senator from Michigan?

Mr. WADSWORTH. I yield.

Mr, COUZENS. Does the Senator think that Ford cars arp
used for pleasure?

Mr, WADSWORTH. Well, some people have a caontorted
{dea of what Is fun; and many do believe that they are having
a good time when they ride in one,

The VICE PRESIDENT. The gquestlon s on agreeing to
the amendment offered by the Senator from Utah [Mr. Kixo]
to strike out lines 9 to 18, Inclusive, on page 231.

Mr. REED of Missouri. On that I call for the yeas and nays.

The yeas and nays were ordered.

Mr. COUZENS. Mr. Presldent, I desire to protest agalnst
the tax on automobiles, generally speaking. We have consist-
ently been reducing taxes and repealing exeise taxes. I see no
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justification at all for an excize tax on aunfomobiles any more
than op pianos or talking machines or radlos. The absurdity
of the situation must be apparent—that we place no sales tax
on planes, on talking machines;, on radlos, and yet in the case
of the automaobile, in which millions of the American people are
getting a little ontdoor exercise in little ¢nrs that cost from
$300 to §600 or $1,000 and having difficulty in maintaining
them, we propose to colleet from them $156 or 320 each, as the
case may. be.

I agrea with the Senator from New York [Mr. WansworrH]
that there are cars on which we might be justified in collecting
a sales tax. I do not disagree with the SBenator at all that
thiere are many cars on which we might be justified in eolleet-
ing a sales tax, but i this very bill, as reported by the Finance
Committee, trucks below $1,006 and bodies below £200 are
exempted, and yet when it comes to the little doctor or the
farmer who nses a pleasure car both for business and for pleas-
ure, we propose to nssess an excize tax of 8 per cent upon him.

Mr., President, there is not any justification whatsoever for
it. There is not a man on Lhis floor who ean logieally defend
It. I ask Benatora who approve of this procedure to get up on
the floor and defend it, They can not defend it for the purpose
of colleeting revenue, beeanse they have abandon other
eonrees of revenue more lueratlye, much more easily collected,
much less burdensome. They have repealed those, and now
they ask to collect $09,000,000, of which over $50,000,000, it is
eafe to say, will be colleeted from people who can i1l afford to
pay. T should like some Benator whe agrees with this action
of the committee to get up and defend the aetion of the com-
mittee in putting on {his tax or retaining it.

Mr. HEFLIN. Mr. President, will the Senator yleld to me?

Mr. COUZENS. T yleld.

Mr, HOFLIN. The sutomobile has taken the place of the
old-fashioned bugey., The Federal Government never taxed tho
bnggy

AMr. COUZENS. Certaluly not,

Mr. HEFLIN. And now it Is taxing the automobile. I agree
with the Senator that the tax ought to be taken off,

Mr. SMOOT. Mr. President, we are getting rid of these
taxes just as fast ag we can. We have reduced them 40 per
cent this time. I hope to see the time in the very near foture
when we shall have none, I know that they are called nulsance
taxes; I have denounced them in many ways; but we arae
cntilng them ent of the bill and reduclhg them as fast as we
can. That is the exact situation.

Afr. DILL. Mr. President, I am jnst wondering what hasz
become of the coalition that we had here that was taking off
ull these tuxes on wealth and keeping them on the common
people 1n the form of exclze taxoes.

Mr. REED of Migsourl, Mr. President, I think I can answer
the gaestion. That coalition was formed only for the benefit of
those who hod great Incomos,

Mr. DILL. And then It died out afterwards?

Mr, REED of Missourl, Yes,

AMr, HARRISON. Mr, President, of conrse I care nothing
abont the reflection of the Senator from Missourl or the Sen-
ator from Washington so far as 1 am personally concerned;
but the Democratic members of the Finance Committee voted
in the committee to take off these nuisance taxes; amd in voting
this way, as I voted before against the tax on truocks, I was
votlng Just ns I voted in the commitiee. I expect also to vote
in the Benate as I voted in the committee.

In the program that was given to the press by the minority
members of the Kinance Committee it was stated that they
were against these nuisance taxes and wanted to take them off.
There has been no conlitlon so far as nuisance taxes are con-
cerned, so far as 1 know, and I do not think anybody else knows
of any.

Mr. DILL. Mr. President, will the Senator yleld?

Mr. HARRISON. I yleld

Mr, DILL, The coalition, then, only extended to the matter
of relieving great wenlth in the form of high surtaxes and
inheritance taxes, as I understand?

Mr. HARRISON. Bo far as any coalition is concerned that
I know anything about, it was embodied in the agreement that
was made by the distinguished ranking minority member of
the Finance Committee in making his ficht for a reduction of
taxes in the lower brackets. I stood by him In that agreement,
and I am glad that I did. I will do it in the Senate. I thiuk,
80 for as I am concerned, that In acting as I did I was work-
ing in the Interest of lower taxes for those between the $26,000
aud the £100,000 brackets. That was as far as any coalition
went in the Finance Committee, so far as the minority members
gerohmncerned. I do not think It will go any further than

at here,
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Mr. LENROOT. Mr, President, with reference to the state-
ment made by the Senator from Misslssippi, it has been con-
clusively shown within the Iast half hour how unnecessary any
sueli conlition was in order to secure a reduction in the lower
brackets of the bill. DBut the Benate, by a very large majority,
this afternoon has approved the action of the committee taking
from the Treasury the income received in the form of estate
tnxes, both relieving of those to come and refunding that
which has been ineurred, amounting to $40,000,000 for the
calendar year 1026, $45,000,000 for the calendar year 1027,
and $45,000,000 for the calendar year 1928,

The commiitee must have assumed that we did not need that
revenue. I am satisfied that when the bill is acted upon finally
the provisions which have been voted Into the bill this afier-
noon with refercnce to estate taxes will not be found in it
and if that be true, it will be possible to make a reduction o
§45,000,000 somewhere, if the Finance Committeec was correct
In its original estimate of the lowering of taxes,

Mr. KING. Mr. President, I think the Benator from Wis-
consin has been modest in s statement, and I Invite his attention
to the further fact that with the incrense in fortunesg last year
and ihis year the amount whlch would Le collected durlng the
next year, with the continnance of exlsting law, would of
necessity be greater than that which we have collected in the
past, perhaps not surpassing the yenr when we collected £154,-
000,000, Tut it 15 obvious that 1f we maintain the law taxing
estates, there Is bound to be a progressive Inerease in the taxes
derived from the estates of deccdents, because we know that
those in whiose hands the wealth inereases are not immortal,
Bome will die during this ealendar year, and their estates will
be subject to tax .

Mr. LENROOT. Quite aslde from that, ns I understand,
for the last year there was collected In the way of estate and
inherifance taxes about $£101,000,000. Now it 18 proposed to
repeal entirely the law under which that sum was collected.
I c¢an not gulte understand how it ean be safd that that means
a Tosa of only $20.000,000 a year to the Treasury.

Mr. SBMOOT. That comes about becanse the repeal is not
to be effective for at least two years, and, thercfore, this year
it is only £20,000,000, as Mr. McUoy estimates it.

Mr. LENROOT. What would it have been if thera had been
no repenl?

Mr, SMOOT. One hundred and ten milllon dollars,

Mr, LENROOT. Bo the repeal, then, does cffect a loss of
£80,000,000, does it not?

Mr., SMOOT. Not on account of the repeal. This repeal
affeets only the year 1924,

Mr. LENROOT. Let me put ft In anotlier wny. We col-
lected $£110,000,000 last year. If the rate had remained the
game, how much would we have collected last yedr?

Mr. SMOOT. One hundred and ten million dollars,

Mr. LENROOT. Bo there is a loss of $850,000,000, is there
not?

Mr, SMOOT. If we had not collected it for 1021, there wonld
have heen,

Mr. LENROOT, Bo it I5 entirely clear that there is some-
where between $30,000,000 and $80,000,000 of revenne which,
if the House conferees do not agree with the action of the
Senate, and the Seniate conferecs have to yield, we could put
somewhere io the bill in the way of further reductions, if the
estimates of the Finance Committee are correct as to revenue.
That being clearly the faet, I am wiillng to vote for this
reduction fn the way of repealing the tax upon automobiles,

Mr. REED of Missouri. Mr. President, I do not desire to
delay the Senate, but I sm interested in the statement of the
Senator from Mississippl. True, he prefaced it by saying he
was not concerncd with my opinion——

Mr. HARRISON. The Henator was talking about the coali-
tion in the Finnnce Cominittee, and I happened to be one of the
members of that committee, of which the Senator formerly was
& member.

Mr. REED of Missourl. I asked the question, or made the
observiation, I have forgotten the form, as to whether the
coalition had extended beyoud the agreement in regard to the
taxes upon great incomes,

Mr. LENROOT. Surfnxes,

Mr., SIMMONS. Mr. President

Mr. REED of Missourl., Let me proceed a moment, T unders
gtood the Senator from Mississippl to say there had been no
coalition or agreement except that the Democratle members
had agreed fto the reduction on the large incomes in order to
get a reduction on the small incomes,

I want to follow up that guestion, and that is exactly what
I intimrted by my snggestion. I ask whether the Republican
members of the committee were so bent upon not reducing the
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taxes upon small Incomes that it was necessary to make this
arrangement In order to get the reduction upon the smaller
incomes?

Mr. HARRISON. I will eay to the Senator that the minority
members of the Finance Committee gave a statement to the
press outlining thelr position, and declared in the statement
that one part of the program was to fight for a reductlon on the
Incomes of those within the brackets between §20,000 and
$100,000. It was expressly said in the statement which was
Issued by the ranking Democratlec member on the Finance
Cominittee and submitted to the other minority moembers that
if the majority did not acguiesce In a substantial reduction
within the brackets between §20,000 and $100,000 of around
$35,000,000 or $40,000,000, I think it was, then we would fight
for the 23 per cent maximum surtax.

The proposition was presented In the Finance Committee
by the Senator from North Carolina tv reduce the taxes within
the brackets between $20,000 and $100,000. It was rejected
by the Finance Cowmmittee. The majority members of the
Finanece Committee voled s=olidly against that proposition,
which would have given a reduction of practically $40,000,000
to the small-income taxpayers,

The majority members said that they would be adamant in
opposing any further reductions on the smaller incomes.
Afterwards they went to the Senator from North Carolina
with a proposition, stating that if we would support the propo-
sition of the maximum. surtax at 20 per cent, they would sub-
mlt to a reduction of approximately $26,000,000 oun the Incomes
between $20,000 and $100,000,

We considered that proposltion. The word came to us that
i we did not accept that, the majority members of the Finance
Committee would give no reduction there. Conzoguently, be-
Heving that that was true, we accepted thelr proposition in
order to get the reduction within those brackets. That was
the reason why the minority members of the Finance Com-
miftoe stood for a 20 per cent maximum surtax. They did
not belleve that otherwise they would ever get any greater
reduction than that carried in the bill as it passed the House
for the smaller income taxpayer.

Mr. HEFLIN., Mr, Presideut

The VICE PRESIDENT. Does the Senator from Mississippl
yield to the Senator from Alabama?

Mr. HARRISON, I yield.

Mr. HEFLIN. How much reduction was brought aliont for
tliese smaller taxpayers by reason of thal agréement?

Mr. HARRISON. About $26,000,000.

Mr. HEED of Missourl. Mr. President, I am much obliged
to the Senator for his statement.

Mr. HARRISON. I have answered the Senator's question.

Mr. REED of Missourl. The statement is very illuminating.

My, SIMMONS., Mr. President, will the Seuator from Mis-
souri yield to me?

Mr. REED of Missourl. Certainly.

Mr. BIMMONS. After the statement to which the Sensator
from Mississippi has referred waos submitted to the minority
members of the committee and approved by them I made it
publie. Our propesition swith respect to the surtux was that
we Insisted upon certaln reductions, stating that if those re-
ductions were agreed to by the committee, then we would
support the 20 per cent surtax. That was our proposition,
and we were unanimons in it. If they had mot aecepted it,
then we would have insisted upon a 25 per cent surtax. That
is the thing we compromisod.

In the committee, so far as the inheritance tax was con-
cerned, each member voted his convictions and has voted them
here in the Senate. All the minority members were in favor
of the repeal of the Inheritance tax withont any reference to
any agreement at all, except the Scnator from New Mexico
[Mr. Joses] and the Senutor from Utah [Mr. Kixe]. The
Senator from Utah was opposed to It, and the Senator from
New Mexico favored it, but he said ho intended to offer an
nmendment substituting an inheritance tax for the estate tax.
We voted our Judgment with reference to an inheritance tax.
As to the other matters we also voied our judgment, and
we gaid that in the Senate we wonld vote as we saw fit with
reference to all matters except the matter that was compro-
mised, as to the surtax, and that we have done.

When the matter of incrensing the tax on corporations by
1 per cent was before the Benate, we fought it, as we had
fought it In the committee, When this matter of the fmpo-
gition of a tax of 2 pur cent on trucks came up, we fought
it in the committes, and we fought it on the floor of the
Senate, and I stated here yesterday that I would vote to
take the tax off trucks, and that I would vole to take the tax
off automoblles. In every mutlter except this matter which we
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compromised we have voted just as cach member of the
committee felt he ought to vete.

Mr. REED of Missourl. Mr. President, the amount of the
colloguy 1s this: The Democratic members of the commlittoe
wanted to make the reductlons upon incomes In the brackets
below $100,000. The Republicans were opposed to it, hut the
Republleans wanted to make a lheavy reduction in the brackets
above $100,000, Tn order to get some measure of relief for
incomes below $100,000 the Democrats on the committee com-
};rom!sed and agreed to support the Republican reduction on
neomes above $100,000.

Mr. SIMMONS, It was said, before any controversy arose
In the committee, that {f the reductions were made as we
proposed we would vote for a 20 per cent surtax. That state.
ment was published in the Himcorp and made a Senate docu-
ment, and it seemed to meet with the approval of the Senators
who wera here at the time. I did not talk with all of them,
of course,

Mr. WALSH. Mr. President, I am rather curious to know
if the Benator from North Carollna or the Senator from Mis-
alsslppl actually took a poll of the Senate in order to ascer-
tain whether it beenme necessary to yield to this demand for
a decrease In surtaxes on Incomes above $100,000.

Mr, SIMMONS. 1 have just said to the Senate that when
the announcement wns made we assumed that each member
of the commitiee had felt the sense of the Senate, and that in
thelr judgment the Democratic Members of the Senate were
agreeable to the proposition.

Mr. WALSH. No one ever even approached me on the
subject.

Mr, SIMMONS.
proached,

Mr. WALSH. T ghould imagine If there was any canvass on
thia side of the Chamber I would not be overlooked.

Mr. SIMMONS. There was no division among the seven
members constituting the minority membership of the Finance
Committee as to the proposition which they msade before the
bill was referred to the committee, as T explained,

AMr, REED of Missouri, Mr. President, I am not for the
moment concerned with just how the compromise was eflected,
whether it was done by putting something in the Rucorp or
not. An understanding was reached, evidently,

Mr, SIMMONS. 1t was put in the Recorn before the com-
promise, I will gay to the Sonator.

Mr. REED of Missouri. The modus operandl employed is
rather Immaterial. What is the tax reduction which applies
to those incon:. i In the brackets above $100,0007

Mr. SIMMONS. Ten million dollars, so far as revenue is
concerned.

Mr. RERD of Missouri.
brackets?

Ar. SIMMONS. Twenty-slx million dollars.

Mr. REED of Mlissourf. Then the reduction on estate taxes
is how much?

Mr. SIMMONS. It Is $26,000,000 by renson of the agroe-
ment, but that must be udded {o the reduction which the
House mada.

Mr. LENROOT. Mr. Presldent, I think the Senalor has
unintentionally made a mistake, He sald the reduction 13

1 do not say that every Senator was ap-

What 1s the reduction below those

only $10,000,000. It 15 very much more than that. It is
$10,000,000 upon a maximum of 25 per cent,

Mr. SIMMONS. I was quoting the flzures given to me.

Mr, LENROOT. The present tax is 40 per cent. Bo the

reduction is very much more,

Mr. REED of Mlssourl, How much {g the redonction on the
present rate?

Mr. LENROOT. 1 have not the figures.

Mr. NORRIB. I ean glve the Senator the percentages. The
reduction on Incomes above $100,000 is 44 per cent, It is some-
where between 20 and 30 per cent on incomes below $100,000,

Mr, REED of Missourl. May I ask the chairman of the
committee what is the reduetion in dollars and cents on incomes
above $100,000, as between the prescent law and the 20 per cent?
How much of a reduction is 1t?

Mr. SIMMONS. I have mnot the figures as to that. The
chairman of the Finance Committee may be able to give them
to the Senator.

Mr. LENROOT. It is $10,000,000 on the basis of a maximum

of 25 per cent, but the present law is 40 per cent.

Mr. SIMMONS. The entlre gross reduction made by the
Honse and Senate I have not estimated, but the reductlon
made by the Senate is about §24,000,000 or $25,000,000, and the
reduction made by the House I would suppose to be about
$15,000,000 or $20,000,000, making a total of somelhing like
$40,000,000 or $45,000,000.

Dut I want to say to the Benator
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that when the minority members of the Finance Committee
met, four of those members felt that a 20 per ¢ent maximum
was enough. When we finally acted upon it some minority
members of the committee did not agree to the proposition of
20 per cent, but it was agreed that we would all stand for 20
per cent provided the reductions were made. That was the

‘agreement by the mipority mbmbers of the Finance Com-

mittee before we went into a committce meeting,

We presented that proposition to the Benate and published
it. I heard no clamor agpinst it. We went Into the commit-
tee and proposed It, and the majority members voted it down
by a unanimous vete, and then several days after that—I do
not know bow many days after—the proposition of eompromise
was made, and we compromised the matter, and that was the
end of the compromise arrangement.

Mr. HEFLIN., M. President

The VICE PRESIDENT. The Senator from Missourl has
the floor. Does he yleld?

Mr. REED of Missouri. I have the floor, and I yielded to
the Senator from North Carolina, I am net trying to take
Lim off his feet,

Nr. FIEFLIN. I was just golng to suggest to the Senator
from Missourl that this is about the fourth time this matter
has been explained thoronghly, and the Senate ought not be
Lield up by Senators wlio have not been here and who now
come i to thresh out tliese things over and over again. That
is the suggestion I wanted to make.

Mr. REED of Missouri. I wonld have been through if the
Benator had not consumed my time.

Mr. GLASS. Mr. President, will the Senator from Missourl
yield to me?

Mr. REED of Missourl, Certainly.

Mr. GLASS. As pertinent to the inqulry of the Senator
from Missouri, may I ask what, in dollars and cents, was the
reidluction In taxes on incomes below $100,000 made by the
House and by the proposal of the Senate committee?

Mr. SMOOT. The amount of normal tax reduction was
07,000,000, surtaxes $119,000,000, and capital-stock tax
£2,000,000.

Mr. GLASS. What is It on incomes below $100,0007 I
fmagine the Senator from AMissourl would want that, too.

Mr. SMOOT. The division of reductlon on incomes com-
mencing with Incomes of $10,000 s $52,200,000; incomes of
£20,000 to $100,000, §46,300,000; incomes in excess of $100,000,
£120,500,000.

Mr. SMITH. Was the $120,600,000 under the 40 per cent
rate?

Mr. SMOOT, That is not the reduction from the bill asg
passed by the House. It is the reduction compared to the
present law.,-

Mr, SIMMONS. Let me ask the Renafor a question. How
much did the Flouse, in addition to reduetions given to estates,
reduce. when they exempted 2,600,000 people from any tax
at all?

Mr. SMOOT. They wonld all more than likely come In with
those bhaving incomes of less than $10,000, and that amount
would De $32,200,000.

Mr. NORRIS addressed the Chalr,

Mr. REED of Missourl. Mr. President, I am trying to hold
the floor,

The VICE PRESIDENT. The Senator from Missouri has
the floor.

Mr. NORRIS. WIll the Senator from Missouri yield to me?

Mr. REED of Missourl, I yield to the Senator from Ne-
braska.

Mr. NORRIB. May I, with the permission of the Senator
from Missouri, ask the SBenator from Utah or any other Bena-
tor whether it is not true that the reduction in the tax on
incomes above §100,000, wans at a greater rate, a larger per-
centage of rednction, than, for instance, on incomes between
§75.000 and $100,000 or incomes between $50,000 and $75,000,
Of course, in dollars and eents the reduoction on incomes below
$100,000 would amount to more than on those above, because
there are g0 many thounsand times more of them. I think the
Senator from Montana [Mr. Warsn] gave the percentagzes the
other day in the debate, in which be sald that the reductions
on the incomes above $100,000 were 44 per cent.

My, WALHRH, In the case of estates above £1,000,000,

Mr. NORRIS. A man with an income of $1,060,000 had a
reiluction of 44 per cent. What was the next amount—S$75,0007

Mr. WALSH, A man with an income of $100,000 had a re-
duction of 29 per cent. A man with an income of $24,000 had
a reduction of 27 per cent.

Mr. REED of Missourl. That is the figure I wanted.
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Mr. NORRIS, The biggest reductions of all took place
in the higher brackets,

Mr. GLASS, Mr. President——

Mr. REED of Missourl, I jyield to the Senator from
Virginia,

Mr. GLASB. That sort of statement of percentage redue-
tions is misleading because, as stated when the matter was in
controversy before, it arises out of the fact that there was no
reduction whatsoever in the surtaxes in the Iast act, and there
was a very material reduction in the lower brackets.

Mr. SMOOT.” In other words, If we take the act of 1018,
on a $3.000 income the reduction as beftween the 1018 law and
the pending bill was 90.1 per cent; on a $10,000 income it was
87.8 per cent; on a $25000 incowme it was 76.5 per cent; on
a $45,000 income it was BT per cent.

Mr. NORRIS. What law was that?

Mr. SNMOOT. The act of 1918,

Mr. NORRIS. That is the pending bill compared with the
1018 law?

Mr. SMOOT. Yes. What the Senntor from Virginia said is
absolutely true.

Mr. HEFLIN. BMr. President, a parllamentary inquiry.

The VICE PRESIDINT. The Senator will state It.

Mr, HEFLIN. Is the pending amendment now the one that
takes the tax off of nutomobiles generally?

The VICE PRESIDENT. It is.

Mr., SIMMONS. T think I showed by the figures the other
day that the percentage of reduction aecorded to the low and
the proportion of percentage accorded to the high men s the
same in this LIl as in the 1924 law.

SEVERAL SERATORS. Vote! Votel

Mr. REED of Missouri. Mr. President, T have ylelded to
various Senators, and I hope no one will get impatient. I am
not going to take many minutes of the time of the Senate. I
want to state the matter as I now think I understand it

The Republican members of the committee wanted to reduce
the surtax on incomes above $100,000 to 20 per cent. Bome, at
least, of the Democrats did not want to make that reduction
and did not think it ought to be made. The Demboceraty wanted
to reduce tlie taxes on Incomes below $100,000 more than the
House provided for, and thought that onght to be done. The
Republicans were unwilling to do it. As a result the Demo-
crats yielded upon the higher incomes in order to got a redue-
tion on the lower incomes, but they yielded $120,000,000 on the
higher incomes for a councession of about £47,000,000 on the
lower incomes.

Mr. KING. It was noft 20 much as that.

Mr. REED of Missonri. How much was it?

Mr. KING. About $23,000,000.

Mr. REED of Missouri. The point I want to reach is simply
that, regardless of how it was done, without reflecting on any-
body, not conceding for a moment that the matter ever was
submitted to the Benate by the mere publiention of a program
in the CoxorESsIONAL RECOED, not conceding for A moment that
any man was bound en the Democratic slde, nevertheless I
want to ask this question : By what right may I yield the rights
of a class of citizens to which I lLelieve they are entitled in
order to trade them for some concession on other taxes against
other citlzens which I believe ought to be levied? If I belleve
that an income above $100,000 ought to bear a certaln burden
as a matter of justice, nnd if my friends on the other =side of
thie Chamber believe that it onght not to bear that burden, that
question ought to be settled on its merits by a vote of the
Scenate, If I belleve that an income below $£100,000 ought to
bear a certain burden and no more, and I believe that 1s just
and right as to that class of taxpayers, and my friends upon
the other side belleve that those Incomes ought to bear a
greater burden as a matter of justice, what right have we to
trade the jnstlee duoe either class of taxpayers in order to work
an injustice to some other clags?

As a compromise It amounts to thig, that the Democrats
ngreed to do that which they belleved to be an injustice to the
country as to the taxes on great incomes and the Republicans
agreed to do that which they belleved to be an injustice as to
the taxes on smaller incomes, and they swapped one injusiice
for the other, instead of settling these questions which relate
fo different Individualg upon the merits of cach question on
the floor of the Senate, I can not agree to that kind of legis-
lation.

I ecan not agree that anybody has a right to tax A more than
he ought to pay In order that he may get more taxes from B
or that he ocught to tax A less thun he omght to pay in order
that there may be a less burden fixed upon B, That is a
process of legislating money out of one man's pocket into an-
other man's pocket in which I do not believe.
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SeveraL Seyartoss. Vote!l

Mr. SMOOT, Mr, President, Just a word. The House of
Representatives voted unanimously for the 20 per cent maxi-
mum rate. The bill eame to the Senate and the intermediate
sirtnxes on lncomes between $26,000 and $100,000 appeared to
every member of the committee—not only the Democratic
members bat the Republican members as well—to be out of
proportion. e very rates on their face showed them to be
out of proportion. As I stated the other day, I discussed the
question with the President, and I discussed it with others and
there was not any doubt in the world but that some change
had to he made,

The first proposition, just as the Senator from North Caro-
lina [My, Siaraox8] has sald was for a reduction of $44,000,000.
I dld not see, nor did the other Republican members of the
committee see, how it wna possible to reduce the taxes pro-
vided by the bill by that amount and meet the expenses of the
Governwent. It is true that the majority members of the
ecommittee up io that Hme bad suggested no rates whatever,
The Senator from North Carolina, as I have sald, did suggest
gome rates, the fArst suggestion being for n reduction of
£44,000,000, just as the Senator hns stated. After he and the
Senator from Pennsylvania [Mr. Reen] had discussed the ques-
tion' pro and con the other proposition was submitted and
was secepted, exactly as the Senator has stated by the ma-
jorlty, and the suggested rates of the Senator from North
Carolina were voted in by the commlittee.

Mr. SITMMONS, Ar, Prezident, let me state——

Mr. HEFLIN. I wont to state to the Senator that this is
the tenth tlme that matter has been explained. Will he not
let us vote on the amendment?

Mr. BMOOT. Yes: I should like a vote, Mr. Presldent.

SeveEraL Benvators, Votel

Mr. LENROOT. Mr. Presldent, Senators will not hasten
anything in this way. I am going to ask the Senator from
Utah one question. Do I understand the fact to be that the
majority members of the committee did not make as a condi-
tion of agreeiug to any reduction of surtaxes on incomes
below $100,000 that the minority members accept the 20 per
cent rate?

Mr. SMOOT. So far as that is concernad, the 20 per cent
rate was put in by the House, and the Republican members of
the committee Insisted upon earrying out that rate. Thaf is
what wo agreed to, ns I stated before; that is what we wanted
to report and that is what we did report.

Mr, HEFLIN, Now let us vote.

SevErarL SExATons. Votel

Mr. SMOOT. Mr, Presldent, T rise to a parlinmentary in-
quiry. There is some misunderstanding as to just what the
guestion is. Will the Chalr stafe it?

The VICE PRESIDENT. The question is on the motion of
the Junior Senator from Utah [Mr. Kina] fo strike out lines
f to 18, on page 2°21. Omn that question the yeas and nays
have been ordered. The clerk will call the roll

The Chief Clerk procceded to call the roll

Ar. WALSII™ (when Mr. Beatrox’'s name was called). I
wish to announce that the Senator from New Mexico [Mr.
Brarrox] wus called from the Chamber a short time ago, If
present, he would vote * yea,"

Mr. NORRIS (when Mr. Drooknart's name was called). I
wish to announce again that the Senator from Iowa [Mr.
Brooxrawr] i9 paired with the Senator from Arkansas [Mr.
Canaway], If the Senator from Iowa were present he would
vofe * )’(‘-u."

Mr. BROUSSBARD (when his nnme was called), I have a
palr with the Senutor from New Hampshire [Mr. Moses]. I
transfer that pair to the Senator. from Nevada [Mr. Prrryan],
and vote * yea.”

Mr. JONES of Washington (when Mr. Ence's name was
calledl). The genior Senator from New Jersey [Mr. Eoar|
18 necessarily absent, If present and permitted to vote, he
would vote “ yea."

Alr. COPELAND (when Mr. EnwArps’'s name was cilled).
The junior Senator from New Jersey [AMr. Howanros] is un-
avoldably abzent. He iz paired with the Senator from Ken-
tucky [3Mr. FErxsr]l. If the junior Seunator from New Jersey
were present and permitied to vote, he would vote * yea”

Mr. FERNALD (when his name was called). I transfer my
pair with the senfor Senator from New Mexico [Mr. Jowes]
to the junior Senator from Connecticut [Mr, Binomam], and
vote “nay,"

Mr., FLWTCHER (when hiyx name was called). Making the
same announcement as to my pair and its trunsfer as on the
last vole, 1 vote * nay.”
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Mr JOHINSON (when his name was called). I have a pair
with the sendor Senator from Arkansas [Mr. Ronmvsox]. If
permitted to vote, 1 should vote “ yea.”

Mr, SHEPPARD (when Mr. MAayrizo's name was called).
The junior Senator from Texas [Mr. Mayrizip] is absent on
account of illness, 1If present, he would vote * yea."

Mr. SWANSON (when his name was called). Announncing
the same pair and transfer as on the former vote, I vote “ yea."

The roll eall swas concluded,

Mr. BLEASE. As I have stated on previous roll ealls, T have
a pair with the Senator from BMissouri [Mr. Winnraas]. I do
not know how he wounid vote if present, and, therefore, I with-
hold my vote. If 1 wera permitted to vote, I should vote “ yea.”

Mr. JONES of Washington. I desire to announce the follow-
ing palrs:

The Senator from Vermont [Mr, Greexsre] with the Senator
from Montana [Mr. WaeeLER] ;

The Benator from Colorado [Mr, Means] with the Senator
from Texas [Mr., MAayrigun] ; and

The Senator from Pennsylvanla [Mr., Peerer] with the Sen-
ator from New Mexico [Mr. Bratrox].

Mr. HARRISON. I wish to announce that the Senator from
Rhode Island [Mr. Gerey] is paired with the Senator from
Minnesota [Mr. Bornarn]. If present, the Senator from Rhode
Island would vote * yea."

Mr. REED of Missourl (after having voted in the affirma-
tive). I neglected to state when I cast my vote that I am

palred with the Senator from Kansas [Mr. Cunrmis]. I transfer”

that pair to the Senator from Mississlppi [Mr, Steraens] and
allow my vote to stand.
The result was announced—yeas 42, nays 21, as follows:

YEAS—42
Anhurst (ilags Mcellar Shipstead
Dayard Harreld MeMaater Simmons
Brousserd Harrls MoNary ﬂmitg
Cameron Iarrison Neoly Htanfleld
Capper Heflin Norbeek Awinson
Copeland 1iowall Norris Trammell
Couzens ones, Wash, Nye Tyson
Dill Kendrick Dverman Wialsh
Ferris i(lnq Ransdell Waller
Frazier La Yollette Ieed, Mo,
Georgu Loenroot Sheppurd
NAYS—21
Bruca Coft Phipps Wiarren
Butler CGooding Pine Watson
Iengen Hule Iteed, Pa. Wiltls
Fernald Koeyoes Backett
Iress Metenll Bmont
Fletcher Oddie Wadsworth
NO'P YOTING—23

Bingham du Pont McKinloy RBehall
Biesse Kdge MclLean Shortridge
Noroh Fidwards Mayfield Btephens
Bratton Firust Moeans Underwood
lirookhart Garry Moses Wheelor
Carnway Gillett epper Williams
Cumming Greene Plttman
Curtls Johnzon Raobinson, Ark.
Dale Jones, N. Mex, Roblosun, Ind.

Bo Mr, King's amendment was agreed to.

RECESS

Mr. REED of Pennsylvania. My, President, I wish to appeal
to the Benator from Utah [Mr. Samoor] to consider the question
of taking a recess at this time. The Senate has been working
for seven and a half hours and we have considered some very
important questions, A number of Senators live at a distnnce
from the Capltol. I appeal to the Senator from Utah, in view
of the exceptional storm which prevails at the moment, to take
a recess now until 11 o'clock to-morrow morning.

Mr. BMOOT. Mr, President, from the number of Scnators
who have told me that they are compelied to leave because of
the snowstorm, I doubt very much whether we could keep a
guorum, I am going to appeal to Senators, however, if we shall
take a recess now, to plense be prepared to remain here to-
morrow nighf. We ought to pass the bill to-morrow; we are
getting near the dangoer line now. Of course, If T felt that we
conld keep a quorum here, I would not consent that the Senate
take a recess at this time.

Mr. SWANSON. We will all he here to-morrow night,

Mr. SMOOT. That is what was stated last night.

Mr. SWANSON. 1 am willing to stay now.

Mr, SMOOT. I move that the Senate take a recess until
to-morrow morning at 11 o'clock a. m.

The motion was agreed to; and (at 6 o'clock and 30 minutes
p. m.) the Senate took a reeess until to-morrow, Thursday,
February 11, 1826, at 11 o'clock a. m.
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