
C~*OPE~ATIVE L~AGUF BROADCAST--Recorded Apri l 13, 1953 
(Senator Humphrey interviewed by~ ally Camobell of Co-op League) 

CAMPBELL• It is a great pleasure to haft as our guest today the Honorable 

Hubert Humphrey, Senator trom Minnesota. During the past tiw years the Senator 

has made a reoord tor himself in the u.s. Senate in the fields ot labor and educa-

tion, foreign ai'tairs, and gener 1 domestic policy. Perhaps most important ot 

all has been his contribution in the tield ot taxation and fiscal policy. He 

led a brilliant, though losing, battle in behalf oi' a more equitable tax )ill at 

the last session of the Congress, and will undoubtedly be in the forefront when 

the next 'ax bill is written. 

1.'oday we would like the Senator to bring to you his opinion ot what the 

re 1 loopholes are in our present tax structure. 

HUMPHREYs Wally, before we get into the matter oi' taxation I would like to 

say how happy I am to appear on a program presented by the Cooperative League 

ot the USA. ____, 
The cooperative movement is essential to the health oi' the American economf, 

own St te ot nnesota has more cooperatives and more me bers oi' cooperatives 

than any other St te in the Union. e are proud of this achievel'llen) bee use we 

now have one-halt mil ion people in our State familiar with business problema 

nd i'Amil! r with the responsibilities they h ve toward making their cooperative 

self-help enterprises successtul. ,ftnnesota is a rich State and cooperative 

members in every corner of our State who own share in their marketing and pur

chasing cooperatives have helped ake it so. The cooperative provides further a 

practic 1 study in true democracy. 

CAMPBELL: Before we get into the real tax loopholes, perhaps we should 

tal briefly about a highly-publicized, alleged loophole in the tax structure 

that effects our co-ops directly. The so-called National Tax Equality Association 

has been spending half-a•million dollars a ye r to try to convince the public 



that cooperatives dontt pay taxes, Senator, I wonder if you would care to com-

ment on t hat? 

HUMPBREYt Cooper tives in this country are now required to pay, and do 

pay, e,very tax that any other business pays. Cooperatives pay property taxes, 

sales t xes, school taxes, county assessments. State and county license taxes, 

vehicle taxes, social security taxes, Federal income taxes, and a lot ot other 

taxes. They pay their taxes under the same laws as cotApeting or other businesses 

p y them.. In .f'act, in many middle western towns the cooperative pays more taxes 

than any other business. 

CAMPBELLt Senator Humphrey, I wonder U you could tell us why' this il!lpress• 

ion ot tax exemption has gotten abroad in the land? 

Hnmphreyt For more than a quarter ~nt11J'7 Congress has had a policy ot en• 

couraging termers to torrn cooperatives. In the tax bill o.f' 1951 Congress prac• 

tieally wiped out any tax exemption which had been allowed, even to speeiall.)t 

----------·-------
...._,~- ... _.........,.__....... 

regulated term co-ops. Farmer cooperatives must now pay full corporation income 

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

as all other cooperatives have alw~s bad to do. It can now be said that not a 

cent ot money passin through the hands or any cooperative which would be taxable 

gainst any other business goes untaxed. 

CAMPBELL: Thank you very much, Senator. That gives our audience a concise 

picture of tha tax situation as it ef fects the co-ops. Now, might we turn our 

attention to the real tax loopholes. What, in your opinion, Senator, is the 

general ttitude of the American people toward our tax legislation? 



Htl'MPmtEt: The e1tiaen8 of this count:ry are willing to pay tr>J: their det.enQ 

so long as the tax burden is distributed tairly and in accordance with, ability ( 

to pay. The tact is, however, that praetically every major tax blll passed d'UJ'oo' 

ing the past decade bas raised taxes on the many and, at the same tilllS , has 

gl"ante4 millions of dollars in tax loopholes to the tew. 

We should approach the problems ot taxation on the basis of a simple pria. 

eiple .t our tax system should be strong enough tooteet our commitments and it 

should distribute the burden fairly among the people. · The Revenue Act ot 1951t 

which was pRssed in October 1951, does not meet this simple test" It did not 

raise enough revenue to balance. the budget and therefore invites inflation 

through detic1t financing,. Moreover. the increases in the to bill were distri• 

buted unfairly • 

CA.MPaELLr I remember during the debate over the last tax bill you elari• 

tied for us laymen on tax matters this question of ttwhet is a tax loophole?tt 

\'1111 you out11.ne that aeain tor our audience today. 

HUMPHRE!t While the rank and tile o! texpqers are ldulldiW asked '\o make 

substanti lly greater contributions tor the defense effort, a chosen fn take ad• 

vantage ot gl :ring loopholes in the tax laws . It violat.as every test ot equal 

sacrifice to compel a man 1n the street to pay higher excise and income taxes 

when the rid become even ;vicher through the failure to elim;lnate from the In• 

ternal Reventle Code the clauses favoring a wealthy few . Senator Paul H. Douglas, 

in the Senate debate on the 1951 tax bil1 , quoted a passage ft"om President Roose• 

velt's veto of the 1943 tax bill to illustrate the significance of these loopholest 

"It has been suggested by some that I should give my approval to this bill 

on the ground that having asked the Congress tor a lost ot bread to take care of 

this war tor the sake of this and succeeding generationst I should be content 

with e small piece of crust . I Might have done so it I had BOt noted that bhe 



small piece of crust contained so many extraneous end inedible materials.-" 

The 11extraneous and inedible materials" which President Roosevelt found so 
ten 

dit':ticult to accept ap;t years .ago also got the 1951 tax bill rejectad. once by 

the Rouse of Representatives, and si ned with reat reluctance by a President 

taeed with a milt1-b1111on ... dol1ar deficit. 

1'bese " ateriAls" are the so-c lled "trut loopholes," p!'OViaions whicb give 

special tax treatment to particular groups,. They go under such names as "family 

partnerships," ttino.ome•spl!ttin~:.h" "corporate spinotte, n "percentage depletion, 1t 

and ttcollapsible co:rpor tiona." They are little knmrn to the averaee taxpayet-, 

who is un ble to avail himself or their advantages, and who is unaware that the 

burden of the hundreds of nd.ll1ons of dollars in revenue tha~ slip through the 

loopholes is s it'ted souarely onto his back, either in the form ot higher taxes, 

or in the tor . ot inflationary price increases. 

What are the most important loopholes? 

First, the unbelieably generous depletion provisions t the pntsent le'V'els 

of'· national i:noome hand the oil and mining interests about tl750 million each year~~ 
Truman 

In 1950, leD President/cal led this loophole the lllOSt glaring in the tax laws,. 

Congress did nothing about it., now, witb tax rates on lower income g)"O\lps highet't 

this loophole is even are intolerable. 

Second, the income-splitting provisions enacted by the 8oth .Congress eonterJ 

unwarr nted tu benefits on the well-to-dot People in the lowest tax bl'"aekets 

gain nothing fro this ~ovision. t the $5 o,ooo level, it reduced taxes o:t a 

marri.ed person by bout $25,000. Such large tax reduc'ti.ons to the higher income 

classes are indefensible. This loophole costs the TreaSUf7 an esM.$8ted $2.5 

billion,. 

Third,. at tbe same time tbnt wage eal'ners at"e paying ewry last cent ot 

their tax~s because it is witbheld trom their pay envelopes, billions of' dollars 

ot interest and di vid.ends are evading taxes. 'rhe best way to prevent this is to 

witllbold the tex !'rom interest and dividends just as we do on wages end sa1Bl"1es. 



A withholding provision adopted by the House, which the Sen te retused to accept, 

would h ve provided an additional 300 million in revenue. 

Fourth• the est te and gift taxes are in a pitiful state* rt is unbelievable 

th t, in country s wealthy' As ours, these taxes raise no ore than tbree•quarters 

of a billion dollars. In 1950t the Secretary of the Treasury presented a plan 

to the Congress tor 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 8lll8ndments which were proposed would have a ded 0 million to the Federal 

revenues. 

Fifth, the preferential treatment of capital g ins enables individuals and 

corpor tlons to ev de millions in taxes annually. The Treasury has reco . nied 

hi her rates and a longer holding period before gains can quality for the pre

ferential treat nt but these recom endat1ons were not adopted by Congress. The 

Treasury propOs ls would have mad• the capital ains tax tar less ot an op rtunity 

tor tax avoidance by high income taxpayers and would have raised 400 million a 

ye r. 

Sixth, the o portunit1es for evasion by we lthy taxpayers through the device 

ot fictitious t mil partnerships have been enlarged. Infant children can now 

be made partners in a business undertak1 even it their only contribution is 

capita received by 1ft from the father-owner. The T!'easuey esti!Dlites that 

this provision costs the overnment 100 million a year. The 1951 1 :w proVides 

that a person is to be reco nized as a partner if he owns a capital interest in 

a partnersh p whether or not this eapit 1 interest w s acquired by purchase or 

gift from e.ny other person. Thus, a gitt ot a tamily partnership interest ia 

to be respected reg rdless of the otives which aetuat d the transfer. 

1'hese six items alone add up to ore than 4. 5 billion. Thus, a determined 

ertort to close loopholes could have yielded mucb-nMded revenue. More i11portant, 

it could h ve lessened the tax burden on the lower income groups. 



CAMl"JELLt If' we have time,. Senator, let's go into one or two of these 

most important l!oopholea.. Which do you feel is the most important of all tho& 

you h~ve outlined? 

(seeti.on on depletion, p. 12) 

CAMPBELL: What can be done to stop tax favoritism? 

HUMPHREY: The on1y 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. I..abor a:1'ld 

farm leaders mu.st 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 .ot· families in all income groups begin to understand that 

loopholes affect their own pocketbooks .... only then ill w be making progress 

toward the goal of distributing the tax burden .fairly. When the voters of thl.e 

country know the .facts , it won•t be long before their representatives in Congress 

will vote the right way. 
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