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In The New Refublic of August 28, we published the
more important sectibps of a recent statement by Robert I1.
Jackson, Special Co:('mel to the Internal Revenue Bureau,
made for the Senate \Finance Committee, discussing income
and taxation in the United States at the present time. The
document published: below is Mr. Jackson's companion
statement, also slightly condensed, on the role of the cor-
foranon in Amenmtr life today~—~THer EpiTors.
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THE Prcsndent l in his tax message of June 29, 1935.

says:

I, therefore, récommend the substitution of a corpo-

ratibn-income tax graduated actording to the size of

| corporation income in place of the present uniform cor-

| poration-income ftax of 1334 percent. The rate for

smaller corporatjons smight well be reduced to 1034

percent, and thelrates graduated upward to a rate of

. 1634 percent on|net income in the case of the largest

corporations, with such classifications of business en-
\tcrpriscs as the public interest may suggest. . . .

IJJpon the basis gf qur estimate of corparation incomes for
the [calendar year 1935, 182,000 corporations, or 95 per-
cent of all of thode ekpected to report net incomes for this
year, would pay a smaller tax under such a schedule than
under the flat rate now in effect,

It is apparent, therefore, that the proposal of the Presi-
deny in addition to prpducing additional revenue involves a
redistribution of the |corporation-tax burden by which g5

-percent of all corpotations obtain some tax relief, and
_about 5 percent, consisting of the largest corporations, would
| sust%in an additipnal Jurden. Such a shifting of the burden
: would produce desirable results from many standpoints.

' A|weakness of our|intome-tax structure revealed by the
dcpr%ssion is the violent fluctuation of government reve-
nues| resulting therefriom, It is apparent that if we can

combine a tax based pn ability to pay with increased re-

liance for revenues upon that class of corporations whose
income is most stable] and decrease our reliance for rev-
enues upon those cozporations whose income shows the
greatest fluctuation, move in the direction of stabilizing
| the revenues and evening up fluctuations. -

| ¢ Treasury statistics: of income for 1932 ‘show that
| the statutory net deficit of corporations of less than $50,000

fisit was progressively smaller for

each succeeding group|of corporations, as shown below:
"Asset Classes Percentage of
(in thousands of dollars) Statutory Net Deficit
. - Under 50 ............., cevirenne  33.0%
50 = 100 vdieniereiiniinnereenniees 140
100 — 250 dieceiiriniiinenengon, 100
250 = 500 .lieiiiiiiieniiiionns vere T8
500 — 1,000 ..l......... e on 169
J000 — 5,000 Lul...... ool e 87
5000 =e 10,000 '4ubernrinninnriniiienies. 51
10060 " $0,000° ..L............... e, 38
50,000 and over ..[.....‘.._......».....'t;... 1t
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The National Indubtrial (onfercnce Board also made a
study of 1931 corporhtion-income tas rerurns and arrived
dt substantially similab conclusions.

The National Burd
18, 1934, callcfj attent
are grouped according
earned an aggregate
whose assets exceeded
including subsidiaries)
000 corporations incly
subsidiaries, they own

au of Economic Research on April
on to the fact that'when corporations
to the value of their assets, no group
net profit in 1931 except the group
$50,000,000. T'hese concerns® (not
numbered only 633 out of the 3871,-
ded in the study. : But, with their
d more than 50 percent of the total

assets reported by the 381,000 corporatians<—$1 55,000,000,

000 out of $296,000,000,000.
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matters is summarizcc
cludes corporations no

Size of Corpo-

rations

Further; the Burcau called’
hat there was an impressive relation-
yrporations and mlanc smallness of
allest corporationis ekperiencing the
The Bureau's{study of these
in the following table, which ex-
reporting balance sheets:
!

!: Aggregate nct
Aggregqu nrl profits after

(Total net assets Nyumber of profits tax, relative
in thousands of reporting  tax (inmi iorm to total
dollars) cofporations of dol!a}".() | stock equity
Under 50 182,447 a5 T 217%
50 — 100 61,144 C 218 9.1
100 — - 250 63,428 353 001 6
250 — 500 31,052 Foass o 4
500 — 1,000 19,335 7t ) 39
1,000 — 5,000 18,345 91 L. 30
5,000 — 10,000 2,588 166 11 1.8
10,000 — 50,000 . 2,117 104 10 05
50,000 — and over 632 1,507 \‘ 2.2
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assets owned by corporations in ti'ns country was| towned by
018 corporations, constituting onl{y 0.2 percent oﬁ the num-
ber of cdrporations. At the lowdr extreme the percentage
of assets owned is equally significant. Of all American cor-
porations, 67.6 percent held on]yiz.g percent of the aggre-
gate corporate assets. We ﬁnd that § percent of the
corporations owned 85 percent qf all the wealth owned
by corporations in 1932. The § percent owning the 85
percent of the corporate wealth and the 5 percent whose
taxes would be increased are not|necessarily identical, but
most of the corporations in one class will also be found in

the other. A table shows the distribution of assets among
all corporations filing balance sheéts with returns in 1932:
Numper . Total assets
Assets class of returns (in millions of dollars)
(in thousands  Number Percent Amount  Percent
of dellars) in class tumula*ed in class  cumulated
Under 50 ° 206,477 100'0‘75? 3,870 100.0%
50 — 100 58,320 47.3 4,153 98.6
100 — 250 59,500 324 9,414 97.1
250 — 500 28,422 17.3 9,988 93.8
500 — 1,000' 17,590 10.0 12,289 90.2
1,000 — 5,000 16,705 5.51 0 34,432 85.8
" 5,000 — 10,000 2,442 1.3, 16,857 73.5
10,000 — 50,000 1,947 7 39,839 67.5
50,000 and over 618 2] 149,241 53.3

Tus Bic Grow |Biocer

We turn now to a study of the|dégree of concentration
of net income reported by corporations for the year 1932.
For this purpose, corporations that failed to have net profits
are dropped out of the calculations and we have left, as
the basis for the study, 73,291 corporations that reported a
net profit and filed balance sheets with their retutns.

Of all net income enjoyed by corporations during 1932,
£0.4 percent went to 201 corporations, which represented
only 1 0.3 percent of the number of cprpdrations having some
net income. On the other hand, 45 excent of such corpora-

_fronsi are shown to have had less thqn ‘2 percent of the total

dncorpe. ¥, .

1f lwc eliminate financial institutigns, railroads and public
utilities and other classes of business, and consider only
mamtfactpnng enterprises, we find a similar degree of con-
centriation. Of ‘the total wealth lowned by corporations
engaged in manufacturing, 64.4 pgrcent was concentrated
in th hands of 0.8 percent of the [nymber of corporations
¢lassified in that field, Manufact ripg .corporations with
a'sse of ten millions and over constituted anly 1.2 percent
of the total nufnber of manufactur ng corpgrations report-

ing et income, “but this small grqup accounted for 63.3
percet t of the aggregate compxled et profits ‘of all manu-
facturing, enterprises,

W# find no evidence that a limjt to t
treasd in corporate size has yet be
real dbstacle, economic or legal, to| t
tratio‘ of edrporate wealth has yet
parison between the
we;idf:i that there wis an increase
corporate incpme. In'1926, 1.7 perccnk f th tothl number
of cofporations reporting net incomegsiccounited; for 69.8
percerit of thj total of all ct:arpo_ratim{l eporting nLt income,

. continued in-
eached, or that any

_ been created.; By com-
gures for 1932 jand thosc x&o: 1926,

“confinued concen-

n 1932 it took only 1.1 percent of the total n mber of
corporations reporting net income to account for 4.6 pers
cent of the aggregate net income reported that year. Th&
two years are not fully comparable and the figu thereiv
fore may reflect an increasing degree of concentration ot‘
they may simply be another evidence of the greate ﬂuctua,
tion in income on the part of the smaller-income group of

corporatlons

No condition is so favorable to corporate th as
profits. Profits both provide and attract capital. e may
take the distribution of profits as a fair indication jof pros.
pects for growth., On that basis concentration aif;d more
rapid growth of the big companies in comparison with
other companies would appear to be a probable cohtmumg
process of our economic life. ;
. There is substantial evidence that the depression, b
cause of the greater stability of -the larger quits, has
hastened the concentration of the wealth owned by torpora-
tions—at least in some industries, and especially in finance.
For example, on December 31, 1929, one of the| largest
industrial cities in the United States had 72 banks, 8 of.
which were controlled by the dominant banking iinterestsr’
of that community, and 64 of which were contrglled by
other interests. By December 31, 1933, the 8 banks owned:
by the dominant group had all survived, whereas|the 64
campetitors had been reduced, through closings and mergers,’
to 33—and of those, 20 corresponded or cleared through:
the dominant banks. During that period the percentage of
capital and surplus reported by the dominant gjoup oft
banks had increased 31 percent, while the percentage re-.
parted by their competitors within the city had decreased
38 percent. Deposits of the dommant banks incregsed 63,
percent, and those of competing banks decreased 45 fercent.

In the trade area outside of the same city, on December-
31, 1929, 19 banks in 17 towns dominatedsby the same.
bapking interests had 30 banks as competitogs. By Dcccm- ?
ber 31, 1933, the dominant banks were all in busmtss and -
theé number of competing banks had ddcreased to 13} The:
prbpomon of bank capital and deposus under the dommant .
group had increased accordingly. r

he social implications of these.ifacts will read
dlf"ferently according to the temperamient, viewpoint and
pethaps the interests of different observers. While it 1s
probably debatable whether size has not often exceeded
thg requirements of efficient aperation, and whether jn fact
it has not sometimes been adcomphshct at the expénse of
efficiency, there can be little doubt that he greater stability,
onthe whole, of large corporations is #ttrubutablc tp. their
mapy advantages over their smaller competitors; and these
advantages are reasons why size provicfgs-a useful measure
of |ability to contribute to the cost of government. | Some
of the more cbvious;advantages are listed below:
]

1. As buyers of commodities and services, thq large
volume of their purchases gives thcilargcr corporations
a bargaining power that loften results in price donces-
sions that smaller concerns do not |share.

2. Through widely distributed. branch plants ‘and
warehouses, IE ey are able to effect lmportam: savings
in transportat on'costs Pnd to sell in 2 natl wide
market, ;

3.. Their large| resources enable| them fo by up
important patents) often to pool ihcse patents| with




those obtained by other large enterprises; and to carry .
on research programs, the fruits of which, while of
public as well as |private benefit, accentuate their com-
petitive advantages over their smaller rivals.

4- In many cases large concerns have become of
such dominating size that they are able to control the
market and protect their profit margins.

s. Large corporations possess distinct advantages
over their smaller 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 ﬁnancxaL markets.

EFFECT cu-' A GrabpuaTep Tax

The. effcct upon cqmmon -share earnings of the gradu-
‘ated tax is not subje¢t to any fixed rule but would de-
pend upon the capital|structure of the particular corpora-
tion, All earnings available for preferred as well as for
common stock -are subject to taxr and the tax would
usually be paid by the commen stock alone, since the
preferred stocks are normally entitled to a fixed return
and the cost to~common stockholders would therefore be
greater in cases where preferred stock is outstanding. Also,
in years of low. earnings, the amount of the tax per share
would be lower, and when no taxable earnings were re-
ported no tax at all would be paid, of course. .

We have taken, to iflustrate the effect of this tax, the
relatively high income year of 1930 and the common-stock
earnings of five outstanding corporations in that year:

1980

1980 1980 .
reported rmings earnings - h
earnings tod F - Decline due to
varshare 1934 Jor grad- graduated tax
Corporation  common rate watedics  Amount Percomt’
A $9.12 .93 $8.52 $0.41 4.6%
B 1.65 1.63 1.60 .03 1.8 :
C . 8.08 7.91 7.54 B ¥ 4 4.7
D 3.12 3.09 3.03 06 1.9 -
. E 446 41 4,30 11
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Treasury statistics shaw sources of income, such as;divi-
dends, and show the imlportance, relative to total income,
of the various sources. |The largest total amount of divi-
dends reported as being received by any income class, actord-
‘ing to the preliminary- report for 1933, is that received by
those under $5,000 of riet income, but the relative ifapor-
tance .of dividends to totpl income is least in this class, and
the ¢latxve xmportance of dividend income is upon an
ascending scale as we dlimb the income- brackets. Thus
to those with incomes“of less than $5,000, dividends on the
average contribute® but $.07 percent of their total, while
50 percent of the total riet incomes over $1,000,000, is de-
rived from dividends, The following table shows the rela-
tive importance -6f dividends and wages and salaries in
various income groups (amounts are giveri in thousan4s of

dollars) ¢
sloo
ug‘ ’ Pereent Waau P

o

Net income 7  Totslmet |corpo- of e
Under S° 8,125,000 #12,000 ' .07% 5;407 ooo 66.55%
5 — 10 1,894,420 220,044 1187 f9379zs 50.5% 1
100 — 150 158,571 | 64,551 40\70 | 25269 15.94 -
| 500 "= 1,000 72,586 | 43,345 59172 1 2,321 3.24
| Over 1,000 " 99,015 50.284 50,78 4761 2.7§
1 - B E .
{
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Congress Makes a \Fire-Alarm ,Exzt-«-—/lntz War
leaders Analyged-—Roosevelt's - Soft !
Foice and Big Battleship

l l PTO thc time of lhe revolt staged by the' cotton and

wheat Senators, Congress mmcd toward adjourn-
ment with significant speell. Measures t}‘n‘ had been debated

for endless weeks flazhed \through the legislative machinery
in seconds.

Senator Glask arose to announce a conference
agreement on the admin{stration banking bill, a mcasure
of immense potentialities] and betnre he could artilulate
his first word, Vice-Pregident Garner declared that® the
report stood approved. ( lass gulped, clascd his mouth and
sat down,

There was a reason for|the frightened histe of Congress,
The Democratic leader§, Robinson, Harrison, Byrns,
Doughton and O'Connor,{have many busingss friends. They
had heard no cheers arije from the cpuntry 'in general
after Mr, Rooscvelt’s fight for the dedth-sedtence clause
in the utilities bill, or after his announcement of his tax
program. But they did hpar insistent criticism f_rom busi-
ness circles, together with a steady demand that, for the
sake of fbusiness, Congrefs should adjourn; ‘The recent
Rhode Island clection seethied to them a cortoborative por-
tent. Some Democratic professionals went abdut Wash-
ington saying that evety day Congress _reinained in
session would cost them fen thousand votes‘ chn more
important was their feeling that every da}' WOu]d cost
teh thousand dollars in fuure campaign. conmbutnons from
business. Two weeks ago they reportedly told the: President
that if Congress did not adjourn 1mmedlat§0 y be would find

that he had a serious congressional rebeéllion to deal with.
Although it meant sacrificipg a number. of‘;hm must " bills,
Mr. Roosevelt yiefded—dnd then the revolk took place
anyhow. .
# R
There was a period last week when. ast\mgton sud-
denly became a suburb of Paris. To thd whole liberal
wing in Congress, nothing seemed as important. as the
violent break-up of the Phris negotiations\ over Ethiopia.
The beat of the war drgms sounded ingreasingly near,
coming up to the very steps of the Capnto . This uprush
of feeling in Congress, in fny opinion, was (wholly spontar
neous and unmotivated b hope qf persbn 1 political adt
vantage. It was a remarkable proof of the essential, almost
religious, pacifism of the cbuntry or at leabt that part of =
it away from the Eastern jeaboard. '\
Five men were revealel as the principal lgaders in

Congress against war—Senptors Nye, Clark, Bo e, Borah

ment ?makérs
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