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December 16• 1937. 

1\ 

Honor able J ames A. Farl ey, Chairman, 
· N ional Democr at i c C¢mmittee , 
Hotel Bi l tmor e, \ 
1:a hingt,on, J). C •. 

Dear Jim: 

i 
\ 

Foll owing my pruvious letter to you re- 1 

gardi ng t he inequities 0£ t he much discussed surplus 
tax pr o "ram, I enclo·se ., tterewi t h, a memor andum f rom 
'fr. 3 . M. North, J r . 1 Edftor of The Star- Teleeram1 
concerni ng a personal exper ience t hat he and a not her 
of my associat es have encotmtered in the &utoi:iobile 
business in Houston . 

\ 

,Tatural7 y , I have no desire t o burden you 
-unnecessar ly t!Vith det&ils of t his ki ndJ meanwhi le, 
t !1is is one of t he average c;ases t hat is much dis ... 
cussed a.nd, under the present plan, per petrates a 
s.erious hardship c.nd handic:.p on J)usiness . I can 
i magi n.e t ,iis is one of t he mjany t tmu sands and t housands 
t hr oughout t . e country. So, O.$ but:iy · e you are, I 
hope you will t ake t11e time · to r ead it t hr ough and I 
tdll send you an e.xtra pecan for Cl! riot mas . 

Sincerely, 

AGC,.KD 
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Mr Carters 

Several times recently you and I have discussed, from the 

standpoint 0£ editorial comment, the undistributed. profits

t ax law , its effect upon business, and the desirability of 
I 

i ts modification, if not repeal . 

Now, I have had i to eff ct brought home to me in a p ersonal 

and forc.ible manner. The case of the Earle North Buick Corrp" ny 

at Houston , with which you are somewha t familiar , offers a 

cone rete example of its damaging ef feet upo business wo rk.ing 

i tself' out of serious dit:f'i culties . 

Thio is a c lose corporation owned by Earlo Uorth of Houst on, 

and Bert Honea and J M North ,Jr , of Th& St ar- Tel.egra.rn, Fort 

Worth . It is one of tho largest Buick agencies , in point of 

sal e s . We bought it in 1930 for approximately $300 ,ooo , assuming 

some $436 , 000 of c ompany-indorsed customer pap er, and setting 

up a reserve agairw t this paper bas ed o n average losses of t he 

previous ten years. By .March of 1933, d ue to the depression , 

the enormous number of p eo ple thrown out of work and their 

inability to me t their installment notes , the co mpany had 

lost two - thirds of its capital and surplus and we had to land 

i t an additional $20, 000 toke it operating . 

:But we p a.id the bank and all others in full , took our 

losses, reduced capital to <t- 100 , 000 and started over . 

Since 1 933 the company has mad e money . In 1936 it paid 

$34, 000 in c a sh dividends , having the ea.sh to do it and 

believing ooudition~ then prevailing would continue at least 

another year. 

Then things quickly happened t hat mad~,,-f wish we hadn 't 

\ 



paid it. The Buick Motor Comp any had labor trouble in January 

of 1937 , resulting in a s hortage of ca.rs; in February, a strike, 

resulting in t he stoppage of cars . These two months show d 

practically no profit . Then in April labor difficulties arose 

in the shops of all 41 automobile dea lers in Houston. The demands 

were too ridi culous to be met, a co mpromise c ould not be 

effected and a strike resulted. It lasted 60 days . It cost our 

company in lost profits fully $ 25, ooo , for Apri 1 and May 

normally are among the most profitable months of the year. 

Of course, these di.fficulties weakened the c a sh position 

of the co mpany; and the Buick factory , which c losely super

vises the dealer operations, o riticis ed us for the dividends 

paid in 1936 , a criticism I answered by saying that whenever the 

comp . ny needed money with which to operate Bert and I wo u ld 

arrang e to supply it. 

Now re are confronted with this situation: business has 

been good sine e the strike was settled; the company will e am 

b t ween $30,000 and $35, 000 this year . It can • tpay a dividend 

because it hasn ' t the c ash . The profit is in the business, in a 

new service station we were for ced to build a.dJoining the ma.in 

plant and costing $10 , 000 , and an inc rease of approximately 

$ 18 , 000 in used oa r stock , due to increa.sed business . Yet, if 

we do not pay the dividend , the busineaswillhave to p ay, in. 

additi on to its n ormal income t ax of 15 percent, an a<lditi onal 
profits 

$7,000 surplu.iJtax for not p aying the dividend. 

The c ompany is a s b ad off in one respect as in t he other. 

I t oan't afford to pay t he dividend because it hasn ' t the 

money, and it can not afford to p ay a $7,000 penalty t ax• 



- 3 

The service station is an exanple of doing some t hing the 

government is encouraging all business to do . rie needed the 

station, in order to handle service work more efficiently and 

c onv enient ly for our customers. W' e borrovni)d the money with \I hi ch 

to build it and have been paying it 'back . 

It does seen bard for a company that has taken nearly a 

$roo ,ooo loss and has been fi@'lting its way back ever since to 

be punished for not paying a dividend which it hasn ' t the money 

to pay and which the company• s condition would certainly not 

Justify . 

I thought perhaps in view of our discussions a concrete 

cas e so close to home would be of interest to you . 

J M NORTH Jr 

December 9 1937 




