COOPERATIVE LEAGUE BROADCAST--Recorded April 13, 1953
(Senator Humphrey interviewed by Wally Campbell of Co-op Ieague)

CAMPBELL: It is a great pleasure to have as our guest today the Honorable
Hubert Fumphrey, Senator from Minnesota. During the past five years the Senator
has made a record for himself in the U,S, Senate in the fields of lsbor and educa=-
tion, foreipgn affairs, and general domestic policy. Perhaps most important of
all has been his contribution in the field of taxation end fiscal poliey., He
led a brilliant, though losing, battle in behalf of a more equitable tax bill at
the last session of the Congress, and will undoubtedly be in the forefront when
the next bax bill is written,

Todaey we would like the Senator to bring to you his opinion of what the

real loopholes are in our present tax structure,

HUMPHREY: Wally, before we get into the matter of taxation I would like to

sey how happy T am to appear on a program presented by the Cooperative League

of the USA,

—

The cooperstive movement is essential to the health of the American economy,.

My own State of Minnesota has more cooperatives and more members of cooperatives
than any other State in the Union, We are proud of this aehienmn} because we
now have one-half million people in our State familiar with business problems
end familier with the responsibilities they have toward msking their cooperative
self-help enterprises successful, Minnesota is a rich State and cooperative
members in every corner of our State who own shares in their marketing and pur-
chasing cooperatives have helped meke it so, The ccoperative provides further a

prectical study in true demoeracy.

CAMPBELL: Before we get into the real tax loopholes, perhaps we should
telk briefly sbout & highly-publicized, alleged loophole in the tax structure
that effects our co-ops direectly. The so=-called National Tax Equality Aaac;ciation
has been spending half-a-million dollars a year to try to convince the publie
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that cooperatives don't pay taxes, Senator, I wonder if you would care to com=

ment on that?

HUMPHREY: Cooperatives in this country ere now required to pay, and do
pay, every tax that any other business pays. Cooperatives pay property taxes,
seles taxes, school taxes, county assessments, State and county license taxes,
vehicle taxes, social security taxes, Federal income taxes, and a lot of other
taxes, They pay their taxes under the same laws as competing or other businesses
pay them, In faect, in meny middle western towns the cooperative pays more taxes
than any other business,

CAMPBELL: Senator Humphrey, I wonder If you could tell us why this impresse
jon of tax exemption has gotten abroad in the land?

Humphreyt For more than a quarter céntury Congress has had a policy of en=
couraging farmers to form cooperatives. In the tax bill of 1951 Congress prac-
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regulaye_st_l‘ farm co=ops. Farmer cooperatives must now pay full corporation income

ma—

tax on all their net mergins which are not paid or allocated to patrons -~ just

as all other cooperatives have always had to do, It ean now be said that not a
cent of money passing through the hands of any cooperative which would be taxable

against any other business goes untaxed,

P Taray,

CAMPBELL: Thank you very much, Senator, That gives our sudience a concise
picture of tha tax sffuation as it effects the co-ops., Now, might we turn our
ettention to the resl tax loopholes, What, in your opinion, Senator, is the
general sttitude of the American pecple toward our tax legislation?
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HOMPHREY: The citizens of this country are willing to pay for their defense
so long as the tax burden is distributed fairly and in accordance with ability
to pay. The fact is, however, thet practically every major tax bill passed dur-
ing the psst decade has raised taxes on the many and, at the same time, has
granted millions of dollars in tex loopholes to the few,

We should approach the problems of taxastion on the basis of a simple prine
eirlet our tex system should be strong enough tomeet our commitments and it
should distribute the burden fairly among the people, The Revemue Aet of 1951,
which was pessed in October 1951, does not meet this simple test, It did not
raise enough revemue to balence the budget end therefore invites inflation
through deficit financing, Moreover, the increases in the tax bill were distri-
buted unfairly,

CAMPBELL: I remember during the debate over the last tax bill you clari-
fied for us leymen on tax matters this question of "what is a tex loophole?®

Will you outline that agsin for our audience today,

HUMPHREY: While the renk and file of texpayers are mkmixkm asked to make
substantially greater contributions for the defense effort, a chosen few teke ad-
vantage of glaring loopholes in the tax laws, It violates every test of equal
sacrifice to compel a man in the street to pey higher exeise and income taxes
when the righ become even richer through the failure to eliminate from the In-

ternasl Reverme Code the clauses favoring a wealthy few, Senator Paul H, Douglas,

in the Senate debate on the 1951 tax bill, quoted a passage from President Roose-

—

velt's veto of the 1943 tax bill to illustrate the significance of these loopholest
"It has been suggested by some thet I should give my approval to this bill
on the ground that having asked the Congress for a loaf of bread to take care of
this war for the sake of this and succeeding generations, I should be content
with & small piece of crust, I might have done so if I had not noted that the
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small plece of crust contained sc meny extraneous and inedible materials.”

The "extraneous and inedible materials" which President Roosevelt found so
difficult to eccept l:;:t years ago also got the 1951 tax bill rejected once by
the House of Representatives, and signed with greet reluctance by a President
faced with a milti=-billion~dollar defiecit,

These "materials" are the so=called "tax loopholes," provisions which give
gpecial tex treatment to perticular groups., They go under such names as "family
partnerships,” "income-splitting," "ecorporate spinoffs," "pereentage depletion,”
and "eollapsible corporations," They are little known to the aversge taxpayer,
who is unsble to avail himself of their edvantsges, and who is unaware that the
burden of the hundreds of millions of dollars in revenue that slip through the
loopholes is shifted souarely onto his back, either in the form of higher taxes,
or in the form of inflationary price increases.

What are the most important loepholes?

FPirst, the unbeliesbly generous derletion provisions at the present levels
of national income hand the oil and mining interests about £750 million each yesr,
In 1950, kk= Prssidan:§§:?;ad this loophole the most glaring in the tax laws,
Congress did nothing sbout it, low, with tax rates on lower income groups higher,
this loophole is even more intolersble,

Seeond, the income-splitting provisions enacted by the 80th Congress conferf
unwarranted tax benefits on the well-to=do, People in the lowest tex brackets
gein nothing from this provision, At the $500,000 level, it reduced taxes of a
married person by sbout $25,000, Sueh large tax reductions to the higher income
elasses are indefensible, This loophole costs the Treasury an estimated $2.5
billion,

Third, et the same time that wage earners are paying every last cent of
their taxes because it is withheld from their pey envelopes, billions of dollars
of interest and dividends are evading taxes, The best way to prevent this is to
withhold the tax from interest and dividends just as we do on wages and salaries,
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A withholding provision adopted by the House, which the Senate refused to accept,
would have provided an edditional $300 million in revenue,

Fourth, the estate and gift taxes are in a pitiful state, It is unbelievable
that, in a country ss wealthy =s ours, these taxes raise no more than three-quarters
of a billion dollars, In 1950, the Secretary of the Treasury presented a plean
to the Congress for tightening up these taxes but nothing was done, The estate
and gift taxes should be made to contribute substantially more than they do now,
The emendments which were proposed would have added $600 million to the Federal
revenues,

Fifth, the preferential treatment of capital gains enables individuals and
corporations to evade millions in taxes anmually, The Treasury has recommended
higher rates and a longer holding period before gains can qualify for the pree
ferential treatment but these recommendations were not asdopted by Congress. The
Treasury propossls would have madé the capital gains tax far less of an opportunity
for tax avoidance by high income taxpayers and would hsve reised $400 million a
yesr, |

Sixth, the opportunities for evasion by wealthy taxpayers through the device
of fietitious family partnerships have been enlarged, Infant children can now
be made pertners in a business undertaking even if their only eontribution is
eapital received by gift from the father-owner., The Treasury estimates that
this provision costs the government $100 million a yesr, The 1951 law provides
that a person is to be recognized as a partner if he owns a capital interest in
a2 partnership whether or not this capital interest wes aecquired by purchase or
gift from eny other person, Thus, a gift of a family partnership interest is
to be respected regerdless of the motives which actuasted the transfer,

These six items alone add up to more than £4.5 billion, Thus, a determined
effort to close loopholes could have yielded mucheneeded revenue, More important,
it could have lessened the tax burden on the lower income groups.
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CAMPBELL: If we have time, Senator, let's go into one or two of these

e most important Boopholes, Which do you feel is the most important of all those

you have outlined?

HUMPHREY: (section on depletion, p. 12)

CAMPBELL: What can bhe done to stop tax favoritism?

HUMPIREY: The only answer is that we must all become more tax conscious,
It is not enough to grumble about high taxes and pay them, We must educate
ourselves and others to be able to follow technical tax legislation, Labor and
farm leaders mmst make every effort to keep their membership as up to date with
tax developments as they are with developments in labor and farm legislation,
Only when the millions of families in all income groups begin to understand thet
loopholes affect their own pocketbooks == only then will Wwe be meking progress
toward the goal of distributing the tax burden fairly. When the voters of bhis
country now the facts, it won't be long before their representatives in Congress
will vote the right way,
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