


In T h e  N e w  Re$,ublic of Augurt 28, w e  published the 
more important i e c t i h p  of a recent statement b y  Robert 11. 
Jackson, Special Cot(nsc1 to the Internal Revenue Bureau. 
madic for the Senate inance Committee, discussing income 
and taxation in the r nited States a t  the present time. T h e  
document publishedi below is M r .  Jackson's companion 
sthtement, also slighpty condensed, on the role of the cor- 
forathn in Rmcricaq life today.-THE EDITORS. 

HE president,! in his tax message of June 29, 1935, 
' T i a y s :  . 1 

ommend the substitution of a corpo- 
graduated adtording to the size of 

1 corporation income in place of the prrsent uniform cor- 
poration-income tax of 13% percent. T h e  rate for 
smaller corporat o r e ~ i g h t  well be reduced to 10% 

percent, and the rates graduated upward to a rate of 
16% percent on net income in the case of the largest 
corporations, with such cla+fi~ations of business ell- 

(terprises as the public interest may suggest. . . . 
tbpon the basis ~f e s t i m p  of corporation i n m m a  for 

I&,OCO' corpor~tions, or 95 per- 
to report net incomes for this 

yead, would pay a s tax under such a schedule than 
under the flat rate 

that the proposal of the Presi- 
additional revenue involves a 

burden by which 95 
some tax relief, and 

corporations, would 
of the b u r d n  

sulas from many standpoints. 
e-tax structure revealed by the 
ctuation of government reve- 
t is apparent that i f  we can 
ity to pay with increased re- 
t class of corporations whose 

ns whose income shows the 
in the direction of stabilizing 
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T h e  National I I ~ I  
study of 1931 

Size of Corpo- 
ra t ion~ 

(Total  net assrts 
in ihousands of 

dollars) 

Under 50 
SO - 100 

100 - . 250 
250 - SO0 
500 - 1,000 

1,000 - 5,000 
5,000 - 10,000 

10,000 - 50,000 
50,000 - and over 

1 
r nggrrgair nr t  

~gg&gqtv  n h  profits crficr 
profits b e d  tax, rtlatiott 

t a r  ( in  n$/on* to total 
of dollary stock equity 

415 , ' ' 21.7% 
2'1 8 9.1 
351 6.5 

p 268 4+6 . 
271 ' 3.9 
$91 : . 3.0 
166 1 4  1.8 
104 ; 0.5 

1,507 2.2 

T h e  Treasury, in t ght of 
is of the opinion that 
the President, which 
larger and less upon 
a more reliable, predi 
the government than 
I t  also believes that s 
of their more stable 
bear the burdens tha 
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However, even 
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as to its secondary 
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assets owned by corporations in .this countty was;/owrsed by 
0 1 8  cormrations, constituting on* 0.2 percent 04 the num- 
ber of drporations. A t  the lowdr extreme the percentage 
of assets owned is equally signific#t. Of all American cor- 
porations, 67.6 percent held 0n1~lz.g percent of the aggre- 
gate corporate assets. W e  find that 5 percent of the 
corporations owned 85 percent df all the wealth owned 
by corporations in 1932. T h e  4 percent owning the 85 
percent of the corporate wealth nd the 5 percent whose 
taxes would be increased are not necessarily identical, but 
most of the corporations in one c ss will also be found in 
the other. A table shows the dis ribution o'f assets among 
a11 corporations filing balance sbe ts with returns in 1932: i 

Asstts c l a ~ s  
(in thousands 

of de l lan)  
Under 50 ' 

I0 - 100 
I00 - 250 
250 - 500 
500 - 1,000' 

1,oo - 5,000 
5,000 - 10,000 

10,060 - 50,000 
50,000 and over 

I 
NumQtr 

o f  returns 1 

206,477 
58,320 47.3 
59,500 
28,422 
17,590 
16,705 
2,442 1.31 
1,947 .7 ; 

61 8 .2 I 

Total asstts 
( i n  millions of  dollarr) 

Amount Percent 
in class cumulated 

3,870 100.0% 
4,153 98.6 
9,414 97.1 
9,988 93.8 

12.289 90.2 
34,432 85.8 
16,857 . 73.1 
39,839 67.5 

149,24 1 53.3 

jncorpe. 

ber of cdrporations 

Wf find no evidence that a lim t to t continued in- 
beas$ in corporate size hasyet be 1 1 %  reache , o~ that ahy 
rep1 dbstacle, economic o r  legal, to1 t$e 'mkinudd conceq-. 
tratiob of d r p o r a t  

'1, 1933 it took only 1.1 percent of the total n 
corporations reporting net income to  account for 
cent of the aggregate net 
two years are not fully 

~orporations. 

fore may reflect an increasing degree of 
they may simply be another evidence of 
Eion in income on the part of the smaller-income kroup of 

N o  c o n d h n  is so favorable to corporate 
profits. Profits both provide and attract capital. 
take the distribution of profits as a fair indication iof pros- 
pects for growth. On that basis concentration ahd more 
rapid growth of the big corhpanies in comparisbn with 
other companies would appear to be a probable cobtinuing 
process of our economic life. I 

There  is substantial evidence that  the depression, bOl 
riuse of the greater stability of the larger udits, has 
hastened the concentration of the wealth owned by korpora- 

I tions-at least in some industries, and especially in ,finance. 
For example, on December 3 I ,  1929, one of the/ l a r g m  
industrial cities in the United States had 72 bants, 8 of 
which were controlled by the dominant banking bterestsr 
of that community, and 64 of which were contr lied hy 
odher interests. By December 31, 1933, the 8 ban 4 ownrti 
by the dominant group had all survived, whereas the 64 
competitors had been reduced, h rough  closings and ergers,, 
to 33-and of those, 20 corresponded o r  cleared i hrough 
th dominant banks. During that period the perce tage of 
cdpital and surplus reported by the dominant g 1 up of6 
bqnks had increased 31 percent, while the percent ge re- 
pdrted by their competitors within the city had d reasrtl 
38 percent. Deposits of the domina?t banks incre ed 0 3  
pe!rcent, and those of competing banks decreased 45 ercent. i 

' In the trade area outside of the same city;on D+embcr 
31,, 1929, 19 banks in 17 towns dominated%by thb same 
babking interests had 30 banks as competitoss. By $)ecem- 
bet 31, 1933, the dominant banks werb all in busintss awl 
t h  number of competing banks had dqrreaxd to 131 T h e  
prbportion of bank capital and deposits under the dotnina~~t  
g r  up had increased accordiqgly. 

OThe social implications cf &ese hacts will 
differently according to the temperantent, 
pethaps the interests of different 

ably debatable whether size has not often edceedeci 

ency, there can be little 
he whole, of large 
y advantages over 
ntages are reasons 
bility to 

2. Through widely 

market, 



t h e  obtained by other large enterprises; and to carry . 
on research pro ams, the fruits of which, while of 
public as well as rivate benefit, accentuate their corn- 
petitive advantag over their smaller rivals. 

4. I n  many c 1 ses large concerns have become of 
such dominating ize that they are able to control the 
market and protec 1 their profit margins. 

5.  Large corpbrations possess distinct advantages 
over their smalleq competitors in the facility and cost 
of financing, for they are able to tap the large reser- 
voirs of capital that are made available through the 
organized f i ~ a n c i ~ l ~  markets. 

T h e  effect upon cqmmon-share earnings bf the gradu- 
.'ated tax is not subjeqt to any fixed rule but would de- 
pend upon the' capitalistructure of the particular corpora- 
tion. All earnings aiailable for  preferred as well as ior 
common stock are s bject to tax: and the tax would 
usually be paid by t 1 e common stock alone, since the 
peferred stocks are o m a l l y  entitled to a fixed rctnrn I 
and the cost stockholders would therefore bc 

stock is outstanding. Also, 
of the tax per share 

would be lower, and hen no taxable earnings were re- 
ported no tax nt all w Id be paid, of course. . 

W e  have taken, to i lustrate t h e  effect of this tax, the 
relat i~e.1~ high income a r  of r 930 and the conimon~stock 
eirnings qf five outstan ing corporationb in that year: i 

sources of income, such as ,divi- 
dends, and show the ance, relative to total indome, 
of the various so largest total amount of ;divi- 

ed by any income class, ackord- 
for 1933, is that received by 

come, but the relative ihpor- 
orne is least in this class, and 
vidend income is upoh an 
he income brackets. T h u s  
an $5,000, dividends on the 
rcent of their total, while 

es over $~,m,ooo, is de- 
ing table shows the rela- 

wages and d a r i e s  in 
e given in thousan+ of 

Covllr ( 9  c h l a k c ~  a ire-Alarm ,Exit--Anti-Jyar 'r I ildcl-c . I  nolv,~d-Koosevrelt's ' Soft  ' 
1'01, N I I ~ ~  l11g I l n t ~ l c d z i p  

u 1' TO ;he time of lhe revolt srage<hy the  cotton a d  
wheat Senators, congrrss moveti toward adjourri- 

ment with sign~ficant specH hleasu I rs tha had been d r b ~ t e d  
for endless weeks fln.hect  through thr Itgslative n ~ a c h ~ r w y  \ 
in seconds. Senator GI to anrlnunce a confcrrnce 
agreement on the adrn 
of immense potent 
hi.; first word, Vice-I' arrier c\eclarcd that' the 
report stood appro~cd.  cd, closet1 his tnouth and 
sat down. 

There  was n rcnson itcnetl hpste of C o n ~ r e v .  
T h e  Dcmocrat~c Ira LSOII, Hlnrrizon, Ijyrrl~, 
nouglitori and O'Corlr ny business frlrnds. They 
had heard no cllcers the c ~ u n t r y  in grireral 
aftcr Alr. Roose\rlt"s he dedth-serjtence clause 
111 the utilities bill, o nnouncement of his tax 
program. Hut they d ent critibsm from busi- 
ness circles, togethcr y d e m ~ n d  t$at, for  the 
sake of 'businey CO adjourn, The recent 
Rhode Island election see them a eorsoborative por- 
tent. Some Democratic ionals wqnt abdut IYash- 
ington saying that Congres  repained in 
session would cost t and vates, $ven more 
important W R ~  thei every day vGoqld cost 
teh thousand dollars aign contributions from 
business. TWO week tedly m]dJthe. President 
that if Congress did 
that he had a seri 
Although it meant 
h.p r. Roosevelt yie 
anyhow. 

en 4a$inpton sud- 
dciily became a suburb ris. T o  thjj whole liberal 

med as i d  ortaqt as the 
egotiationsI over Ethiopia. 

s sounded in easingly near, 
coming up to the very of the Capito . T h i s  uprusb i of feeling in Congre n, l w l ~ ~ l l y  spotltac 
neous and unmotiva 
vantage. I t  was  a re 
religious, pacifism o 

Five men were reveal 
Congress against 
and  Johnson. I n  estimati! the e o ~ n t r y \ ~ q t L y ~ ~ u r s c ,  
the depth of their pacifism is a factor o f !  st;iljn rtance. 

T h e  conspicuous preoccu ation of Nye, 1 adk nd Bone 
with peace is of recent o 
vice a$ members of the 

I conemjttee. 1; the case of 
1 

the problem of peace has 
perlences in the muniti 
roc of the tfade land itd 
i t q  a search' for wan 
rather than the lWJLr 


