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Your editorizl of August 31 s moet enlightening und covers
the general subjeect of Txcess Profite Tax and propounds all of the
arguments against coneideration of sueh tax at this time.

Spesking specifically of only one industry, whieh iz the air
transportation group, I thought you would be interested in some of the
inequities and discriminations which would come from the present tax
proposal and mere specifically, 1f the present legislation were enacted
which carried with 1t ae proposed, the 1940 Tax Formula

The 1940 §a& law, ae applied to the airline $phdustry, permitted
all mail pay to be considered separately and, therefo deductible, Ob-
Weentage of subsidy mall pay
ficlary of thies formula. It

viously, the air carrier having the high

to hia total gross revenue would be the bd)
a0 happens that only twe ce ted air carriers in the United States
wonld be substantially ruined Dy such formula for they are the two carriers
whe by efficienc progressive mansgement hove developed a transportstion
business to the point where they are not reliant upon mail pay subsidies
but to the contrary are carrying the United Stutes mail on a compensatory
basis., These two carriers are ¥astern and American, both of which have
been compl imented many times by the regulatory C.A.RB. tax,

Locally, let us compare imericen's position with that of BEraniff,
Braniff Adrvays operates 1ts domeetic system and international system through
one corporation. Being highly subsidized in the domestic fisld on a relative
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basies and combined with this an unusually high mail subsidy for the oper-
ation of their Central and South American routes, it is clear that some
324 of their totsl groes revenue is mail pay. American Airlines, on the
sther hand, operates only domestically within their own corporation and,
although they are the largest domestic carrier in the United States, they
rely uoon only 47 of their total gross revenue in msil payments, [he ine
eguity ie= apparsent with these twe examples. As a third example, let us
take T,¥,A,, which is aleo a combined domestic and foreign carrier, even
though it ie in the "Bgg Four" of the airlines business, They, too, would
be the beneficiary of the proprsed legislation even though they are re-
ceiving the highest mail eubsidy as » transcontinental domsstic carrier,
and an eepescia’ly high mail subsidy in their overseas operations,
Ohvisusly, these examples point up the 4i€ ination between
carriers and foreefully show the pensltiss placed upon efficient manage-
ment, farsighted planning :=nd eareful co 1 of expenses. The company

having had the best managemenigqpnd produced the best results would be come

pletely destroyed under the Nxgu¥eed excess profit legislation and has no

spportunity to t@awﬂ ite investment without any consideration to

the stockholder's vELfars.
Ye eoncur wholeheartedly in the formula outlined in your editorial

and believe that these examples will prove that hasty tax legislation st
this time, without careful serutiny and consideration te all of the 111
effeete that would come to efficient dusiness organiszationg, would only
end up in financial dlsaster, abandening all inecentives for free enterprise,
afficient management, or it must influence suck corvorations to enter &

1214 of extravaganes which in itself wovld be inflationary.



