
To: Secretary Vinson 

Prom: Zr. Luxford 

Conclusions and Recornendations i n  
Connection with t h e  Study of Administrative 
Ristorv of the Bureau of I n t e rna l  Revenue. 

I n  preparing t h e  at tached me~no~~andum out l in ing  t h e  
adminis t ra t ive  h i s t o ry  of the  Bureau of I n t e rna l  Revenue, 
I&. Brenner and I made an e f f o r t  t o  confine it t o  the  reported 
f a c t s  and t o  r e f r a i n ,  so f a r  as poss ible ,  f r o n  i n j ec t i ng  our 
own opinions and theor ies .  I believed t h a t  t h i s  approach would 
give you - and others  you might consult  - the  bes t  o p v o r t w i t y  
t o  form an independent judgment of the  lessons ,  i f  any, t o  be 
learned from the Bureauts h i s to ry .  

On the  other  hand, i n  making t h i s  study 1 have been 
conscious of the  f a c t  t ha t  g m r  i n t e r e s t  i n  t h e  subject  steEuned 
from a de s i r e  t o  b e t t e r  understand tne  de f ac to  re la t ionsh in  
p resen t ly  e x i s t i n g  between the  Bureau a s  m r e a s u r y .  In-.tLi:: 
memoranaum I am of fe r ing  you my own conclusions mi! recomendatiom 
on the  subject .  

I have i n t en t i ona i l y  avoiaed expressin[; any conclusions 
o r  recommendations on  .the subject  of reor;yanizing the  Bureau 
i n t e r n a l l y  except t o  the extent  t h a t  t h i s  was e s s e n t i a l  f o r  
improving t h e  r e l a t i o m h i p  between the Eureau and the Treasurr . 
It uoes'  seem c l e a r  t o  me, however, t h a t  considera t ion should I e 
~ i v e n  t o  whether some i n t e r n a l  reorzanizat ion of the Bureau is 
not hieilly ciesirable. dh i l e  the  at tached h i s t o r i c a l  memorandum 
does  throw some i n t e r e s t i n g  bight on t h i s  subject ,  I am of the 
opinion t h a t  any i n t e r n a l  reorganizat ion should be considered 
only a f t e r  pos i t i ve  s t e y  have bsen taken t o  assure  an improvement 
of the  Bureau-Treasury r e l a t i ons .  Once t h i s  i s  done, plans f o r  
an i n t e r n a l  reorganizat ion can be considered not only i n  t e r n s  
of improving t h e  Bureau but  a l so  i n  terms of f u r t h e r  strengthening 
the Bureau-Treasury r e l a t i o n s  . idoreover no such ac t i on  should be 
considered u n t i l  a thorough study of the Bureau's a c t u a l  operations 
has been made bg someone having your confidence and full sua?ort. 

Conclusiors ---- 
In my o2ingon: 

(I) T'he Secretary  of the  Treasury today has - and always 
has had - c l ea r  l e ~ a l  au thor i ty  t o  c o n t r o l  t h e  13ureau of I n t e rna l  
Revenue. Not o n m e s  t he  Secre tary  of t he  Treasury have c l ea r  
l e g a l  au thor i ty  over t h e  Sureau, he a l s o  has c l e a r  l e r a l  
r e spons ib i l i t y  f o r  t h e  po l ic ies  and operations of tK?Biireau. 



Xoreover, i n  the eyes of the public, whatever the Bureau does -, 
or f a i l s  t o  do - i s  a i r e c t l y  16entified with the Secretzry of the 
Treasury,' I n  a  very r e a l  sense the  publ ic  regards him a s  the  man 
viilo puts h i s  hands in to  t h e i r  pockets and c o l l e c t s  the taxes. 

(2) The lack of iie f a c t o  control  over t he  administrat ion -- and po l i c i e s  of the Bureau a r l s e s  primarily from the f a c t  tha t ,  
a l t h o q h  t h e  Secretary of the  Treasury has ?ga l  au thor i ty  over, 
and r e spons ib i l i t y  f o r ,  the Bureau, the o f i c e r s  i n  charge of the 
Bureau - whether ~ o l i t i c a l  or  c i v i l  se rv ice  appointees - hzve owed 
t h e i r  primary l o y a l t i e s  elsewhere. Spec i f ica l ly ,  the p o l i t i c a l  
a?pointee s  have owed t h e i r  ap-?ointments, t h e i r  teaure and the i r  
l o y a l t i e s  t o  those responsible f o r  t h e i r  appointments - and not 
t o  t h e  Secre ta ry  of the  Treasury. The c i v r l  serv ice  o f f i ce r s  
of the Bureau know t h a t  Secre tc r ies  of the Treasury come and go, 
but t he  Bureau and i t s  career  men go on forever .  

(3) 'Nhile t h e  p o l i t i c a l  and career  o f f i c i a l s  i n  the Bureau 
tend t o  regard the  Secretary of t he  Treasury - and the Treasury 
Department - as necessary nuisances which must be td lz ra ted  but 
scarcely r e s ~ e c t e d ,  ye t  these two types of o r f i c i a l s  do recopnize 
t h a t  as a p rac t i ca i  matter they must work together  t o  achieve 
t h e i r  se a r a t e  aims. Tine ordinary o l i t i c a l  apyointee thrown i n t o  
the high E j~ t echnica l  f i e l d  of t ax  a  !m i n i s t r e t i o n  soon discovers 
t h a t  the  "safei' way t o  avoid embarrassing mistakes on h i s  par t  is 
t o  l e t  t h e  experts have t h e i r  wag. The career  o . ' f i c ia i s ,  on the  
other hand, f i n d  i n  these p o l i t i c a l  o i f i c i a l s  powerful a l l i e s  in 
support of t h e i r  own posi t ions and ambitions - t c  say nothing of 
counteracting " interference" by the Treasury. Thus, you discover 
the not infrequent anomaly of t he  Commissioner of In t e rna l  Revenue, 
f o r  instance,  drdent ly supporting a career  man f o r  a  p o l i t i c a l  
post i n  t h e  Bureau. Confronted wi th  t h i s  s i t ua t ion ,  observing 
t h a t  i n  normal times the Bureau will cause l i t t l e  trouble i f  it 
i s  l e f t  alone, lacking special ized knodedge and experience i n  
the t a x  f i e l d  themselves, having other  i n t e r e s t s ,  and wgry of 
s t i r r i n g  up a  horne t ' s  nest ,  most Secre ta r ies  of t h e  Treasury 
have been incl ined t o  leave the Bureau s t r i c t l y  alone. 

(4) This conai t ion of ac tua l  indifference t o  the 
Secretary of the Treasury ( and the Treasury genera l ly)  and the 
a i l i ance  between the  p o l i t i c a l  and career  o f f i c i a l s  i n  t h e  Bureau 
i s  probably much deeper than the  personal i t ies  of the pa r t i cu l a r  
men who happen t o  hold these  posts a t  any spec i f i c  time. The 
existence of these same fo rces  fo r  the b e t t e r  pe r t  of a  centurg 
nave aeveloped an i n p a i n e d  way of thinking on t h e  par t  of Bureau 

ersonnel general ly ,  so t h a t  today we a r e  confronted not only with 
&e f a c t s  but  a l so  a t r a d i t i o n  t h a t  w i l l  have t o  be uprooted i f  
any permanent readjustment i s  contemplateii, 

(5) If t h i s  analysis  i s  reasonably correct ,  t he  reaa jus t -  
ment of t h e  fundamental r e l a t i onsh ip  between the Rureau and the  
Secretary of t he  Treasury must be conceived of as evolutionary 
r a the r  than revolutionary. It <ill require  t a c t  ana s k i l l  coupled. 



:::ith plooty of hoy;r,;ec? i ietsrmiuation an4 persj .s tence t o  m k e  a  
imi? m x n t a l  chzcge . On the  o the r  hand, prompt i ~ p r o v e m e n t  can 
i e  ac?ieved - e t  l e a s t  &win: p u r  t enure  i n  oi'f i c e  - i f  j.n yoin 
opinion t h i s  yoa l  w a r r m t s  the' time and e f f o r t  r equ i red  i n  i ts  
a c c o m p l i s ~ e n t  . 

( 6 )  As ind ica ted  above, i t  i s  d i i 'P icu l t  - i f  not  iapossible - 
t o  sece ra te  t h e  r e l a t i o n s h i ?  between t h e  Fureau end the Lecre tary  
of the Freasur:: from t h e  r e l ~ ~ t i o l l s k i i p  b e h e e n  t h e  Fureeu end t h e  
Treasury D e p u r t r ~ ~ e d .  As i s  t r u e  i n  o t h e r  f i e l d s  - v~hether  i t  be 
tine eyes of t h e  pub l i c ,  t h e  Congress, o r  o the r  :;overnment arsencies  - 
the  Treasury Depa.rtmnt and t h e  S e c r e t r r y  of t he  Treasury a r e  a s  
one i n  the eyes of t h e  Bureau. Goth a r e  " o u t s i t i e x "  and both hold  
c e r t a i n  ~ > e i n s  of' a u t h o r i t y .  The G I ' U C ~ Z ~  point  e of contact  between 
the  Bureau, on the one hand, end the  Secretar!: and t h e  Depfirt3.ent 
on the  o ther ,  a r e  pi-imari.ly st tile 3 i ~ h  ool5.c:: level. (such BS 
major personnel  e c t i o , : ~ ~ ,  l ; . ! . , is lht lon,  re.-,::ia.tiar.s end :;enera1 
pol icy  d e c i s i m s ) .  -kt t h e s e  h igh  pc%ic;r po in t s  3f con tec t  t h e  
men in. t h e  Depe.rfuxent re;)resentinc th.e Sec re ta ry  do t en2  t o  r e f l e c t  
h i s  views and vice  ve r sa  s o  tIxt t 5 i a  i d e n t i t y  i n  coscept i s  n o s t  - 
na tu ra l .  This p o l n 3 T T : : a r t  ic::.Larl:7 ,si;nif icslnt t 9 o u r  consi? era- 
t i o n  hecause i t  s u r s e s t s  t h a t  an:;( nave strenr. theninp t h e  ~ o s i t i o n  
of e i t h e r  the  ~ e c r e t a r ~  o r  t h e  2e?.:rknent v i s  a  vis"the Bureau 
a i . l m  lj.!tely stre*;ti!en t'5e posi . t i  o n  om:: z e r .  Thvs i n  - 
weiyhin? tec3niyues f o r  j.m?rovlny t h e  e i t u a , t i o n  a e  a r e  f r e e  t o  
interc>ange t h e  r)ep..rtr~icnt and t h e  Lecret?mr :,t any p i n t  where 
convenience o r  exne? iency s a y e s t  i t  i s  a~.:.m?ric. t e .  

I n  o f f e r i g g  these  recon;nenc:!a.,.tL311s [or inuprovi.:l:: t he  c;e f a c t o  
c ~ ~ t r 0 1  of t h e  Lecretar:: over t h e  ?~.~reav.  of Tni;c:s*nal ?evel?ueand 
i n  e c h i e v i y  a  a rea . t e r  ce,:;ree of c o o r d i m t i n  i n  t h 5 i r  2 o l i c i e s  
anti 3 p r a t i o n s ,  I h;:.ve aascmed ti1e.t f i x d ~ z e n t a l l y  the shor t  r q g e  
treatment of t h e  problen? v a r i e s  only i n  d e y e e  and not j .n  kind f r o n  
the l o w  ranpe a y i v ~ ~ c h  t o  it. jicc0r6i:i:l:: .T have z o t  sepera ted 
long r a v : e  recomnendations from tlzose oT s h o r t  rLilse. 'r',o.thfr I 
have 6 e a l t  wi th  them under t h e  same headiry;, po in t ing  out where 
necessary whether t h e  p v p o s a l s  a r e  of trt.ns.i.tory o r  p e r ~ a n e n t  
s ignif icance .  

A l l  recommer.datFons f ~r read j n ~ t i g r :  . the rePat.' o n ~  ?xtncen the 
Rv.re?v. and t h e  Secre tz ry  - v!l~t:ler te:n:v:7ar,.. o r  xr.r:anent ill ns.t;ure 
can be telescoped i n t o  one ~mc3ci . t i :x1:  'I.;-.e ?urea! n u s t  be m ~ 3 e  t o  
r e a l i z e  t h a t  the  Secre ta ry  of the '?reascr,y i s  the bozs :.n? t h a t  the 
Secre ta ry  in tends  t o  be the  ~ S S .  d i e t h e r  the  read j i ~ . s  twent proves 
t ompora17y 3r permanent Ze?en<s ~lpor,  vhetller t h e  Yureau i s  convinced 
chat  it i s  d r i  t he  r esen t  S e c r e t a r y  oT thz ' ? r e a s i q ~  whr; 1 i : i : L l  :lave 
t 3  be t ~ e a t e d  a s  ~ o s b s t b e r  a..21.~!?amental. c3a.nc.e ? > ~ j . t ;  ~ C ~ ~ I P P P ~  
vdiic5 w i l l  malcs sny Secre ta ry  o;? the  'i'rs~s:.lr;~ l;he :l:i~i.ea~l':: boss 
i n  f e c t  as w e l l  a s  theory.  3nce the  : ~ ~ l ~ . t l c & !  c e r e e r  3 ::'i.cials 
become convinced the.t t h e  Secre ta ry  i s  the b3ss an4 Inte.nds t o  s o  
a c t ,  t h e  Sureau viill. beyin t o  f u n c t i o n  a s  an r1yent o f  t he  Seci2etary 
of t h e  Treesury r e t h e r  than as  m i n h p e n d e n t  cont r a c t 3 r .  



3ut  expressing t h i s  genera?, recowllendation har2ly o f f e r s  
a concrete program f o r  rea l iz ing  i t s  goal.. The r e c o m e n d a t i o : ~ ~  
below wil.1 out l ine  s a e c i f i c  neasures t o  in.plement and suaplement 
t h i s  primary recormendation. 

The Secretary af the  Treasury JJust Have the 
Power t o  Apo in t  and Remove the Top Burem 0- f f ic ia l s .  
--. -..-- ---- -- -.---------.-.- 

As indicated i n  the p r t  of t h i s  memorandum aeal iqy with 
conclusions, t h e  prim.ary weakness i n  the ?ie f ac to  an t3or i ty  of 
the Secre ta ry  over t he  Bureau i s  t h a t  b o t r p m c a l  and career  
o f f i o i h l s  owe t h e i r  positions and tenure t o  others  than the 
Secretary. Unt i l  it i s  dr iven home t o  them thh t  the Secretary 
has t he  power t o  h i r e  and. f i r e  - and i s  wi l i ing  t o  use it - their 
l o y a l t i e s  w i l l  rernai-n elsewhere. 

Idea l ly ,  t h i s  s i t u a t i o n  can be best remedied on a permanent 
bas i s  by giving the Secretary of t h e  Treasury the s t a tu to ry  poner 
of appointment, carrying with i t  the imulied power of removal. 
~Vhile there  might be a good dea l  of p o l i t i c a l  opposition t o  t h i s  
proposal, s t i l l  a powerful cese i n  i t s  iavor  can be established. 
htoreover Congress and the kdministration ace bound t o  be r e o r ~ a n i z a -  
t i o n  minded a t  t he  inception of the reconversion period and the 
pro>osal might have the  benef i t  of t h i s  mmentum. This mipht be 
p a r t i c u l m l y  the  case i f  t h i s  proposal were lumped with other 
pronosals, such as increasing the number of Assis tant  Secre ta r ies .  

rdhile d i f f e r en t  argumnts  would probabl:~ be required i n  
s e l l i n g  t h i s  proposal t o  t h e  Con~res s ,  from the  !oint of view 
of achieving r e s u l t s ,  it would ce r t a in ly  h i v e  home to the Bureau 
who was t h e  boss a d  t h e  Bureau ~ o u l d  know t h a t  no matter who was 
Secretary of the Treasury, hs would be the  boss. 

I f  t h i s  proposal i s  deemed imprectical o r  too l i k e l g  t o  
provoke uelay where im-ediate  ac t ion  i s  necessary, then the Com- 
missioner and the t o p  Bureau o l f i c i a l s  should be in£ ormed spec i f i -  
c a l l y  and unequivoca~lg  t h a t  the President i s  giving the Secretary 
of the Treasury an absolutely f r e e  hand over t h e i r  appointment . 
and tenure. This w i l l  give the  Secretary ue f ac to  authori ty ,  a t  

r l e a s t  temporarily. The we~kness i n  this measure 1s qui te  obvious. 
In t h e  f i r s t  place the Bureau o2Zicials w i l l  be prone t o  regard it 
a s  tempora.ry and subject  t o  change with a new Ahir : is t rat ion,  a 
new Secretary of t he  Treasury, o r  a change i n  p o l l t i o a l  t ides .  
They may be .subservient but hardly reconstructed. i n  mental outlook 
f o r  they w i l l  be tempted t o  bide t h e i r  time, meanwhile preserving 
t h e i r  other l oya l t i e s  against; the  day when conditions re turn  t o  
"normal " . 

While it Eay be argued tha t  the de fac to  power of appoint- 
zen t  i s  adequate and the case of AssistE5tTfi%Fetaries be offered 
as proof, there a r e  cer ta in  d i f f i c u l t i e s  with the  analogy. In the 



f i r s t  place, i n  the case of Assis tant  Sec re t a r i e s  t he re  i s  no 
t r a d i t i o n  of autonomy t o  overcome as i n  the Bureauts case; - i n  
f a c t  there  i s  a t  l e a s t  a  considerable decree of t r a d i t i o n  t o  the 
co:ltrary. In  the  second place, some of us can r e c a l l  a  few vivid 
instances where Ass is tan t  Sec re t a r i e s  vrere not t h e  choice of the 
Secretary and where the omer of the  Secretary over h i s  a s s i s t an t s  e was more theory than f a c  , 

Fina l ly ,  it should be pointed out that one o f  t h e  deficien-  
c ies  of a  de f a c t o  appointing power i s  t h a t  the  Secretary does not 
f i g h t  j u s t o n m t l e  but i s  exposed t o  a  &ole s e r i e s  of ba t t l e s ,  
some of which may occur a t  times when h i s  pos i t ion  may be a t  l e a s t  
temporarily neakened or  embarrassed. Each time the re  is  a major 
appointment t o  make, however, the  Secre ta ry ' s  candidate must run 
t h e  gmut of t h e  President,  t h e  Par ty  and the  Congress - and the 
Eureau w i l l  know it  too. 

A 1 1  of t h e  foregoing i s  t rue r e ra rd l e s s  of whether t he  
t i t l e  of the 'bad of t he  Bureau of In t e rna l  Revenue remains t h a t  
of "Commissioner" o r  i s  change3 t o  "Assistant Secretary of t h e  
Treasury i n  charge of t he  Bureau of Internal Revenue". 11Jhile 
a change i n  t i t l e s  might, be he lp fu l  i n  dramatizing the f a c t  t h a t  
the Secretary was now the boss, s t i l l  the  fundamental question 
of l oya l ty  would remain, repsrfiless of t i t l e .  I n  t h i s  connection 
it should be pointed out, however, t h a t  t he  ac tua l  job of adminis- 
t e r i n g  the Bureau. must be performed by a  man i n  the Bureau and 
not a man located i n  an o f f i c e  i n  the main Treasury. He w i l l  have 
a l l  he can do if he i s  on the spot and i n  a  pos i t i on  t o  s ee  things 
o e ra t ing  a t  f i r s t  hand. Fie cannot do t h a t  and serve as  one of 
t E e Secretary 's  personal s taf f  here i n  the Treasury. kloreover, 
there  a r e  cogent reasons f o r  believing tha t  the  t a s k  of i n t e p a t i n g  
the administrat ion of t he  Bureau ana the  policy formuleting 
funct ions here i n  the Treasury should be performed by an Assis tant  
Secretary on your personal s ta f f .  If  this  i s  t h e  case, it might 
seem a l i t t l e  odd f o r  the operat ing head of t he  Bureau with the 
t i t l e  of "Assistant Secretary" t o  be repor t ing  throu,rh another 
Ass is tan t  Secretary,  

In  any event it  i s  suggested t h a t  the Bureau's r e l a t i ons  
with t h e  Treasury would be improved e f f ec t ive ly  and ~ r a m a t i c a l l y  
by the appointment of "your man" to  be i t s  head, r e ~ a r d l a s s  of 
h i s  t i t l e .  This seems almost v i t a l  i f  you a r e  t o  ge t  t h e  head of 
the Bureau t o  en t e r  i n to  t h i s  t a sk  with the  s p i r i t  and dr ive 
e s s e n t i a l  t o  i t s  achievement. Besides, it w i l l  cramatize t he  
f a c t  t h a t  you intend t o  be t h e  boss and the o ther  Bureau o f f i c i a l s  
and the  s t a f f  w i l l  ge t  the  point. 

Qual if icat ions f o r  the Eead of t he  3ureau - ------ 
It would hardly require  a  separate  headiry f o r  t h i s  subject  

t o  recommend the  ' appointment of a "good nan", but I slro~xld like 



t o  suggest some of the  spec ia l  qua l i f i ca t ions  t h a t  would a s s i s t  
even a "good man". 

A. The head of the  Bureau should be a man having the 
Secretary 's  confidence and whom the Secreta.ry w i l l  be 
prepared t o  support even when the " throet  cut t ing" i s  
a t  i t s  worst. This means a man who sees eye t o  eye with 
the Secretary on t h e  Secretary 's  object ives  and. on the  
means of achieving these objaectives. 

B. He must be a  man with sufi ' ic ient  personal i ty  and 
i n t e r e s t  t o  ac tua l ly  dominate the Bureau and who w i l l  
f e e l  personally responsible f o r  the Bureau's operations.  
It goes without' saying, of course, t h a t  he must devote 
h i s  f u i l  time t o  running the  Bureau. 

C. Re shocld be an expcriencea government man who can be 
plenty touch and ye t  wear gloves.  It i s  the old s t o r y  
of "sending a  t h i e f  t o  catch a  t h i e f " .  The man named 
must have the t r a i n i n g  and a b i l i t y  t o  equip him i n  taking 
the masu re  of t h e  R1:'reau experts .  Otherwise, he w i l l  
f i n d  himself i n  the  posi t ion of most p o l i t i c a l  appointees 
taking the post; he must e i t h e r  be able t o  play t h e i r  
Fame and w i n  o r  he w i l l  be forced t o  en t e r  i n t o  a  one-sided ..+ 
a l l i ance  wi th  them t o  protect  hirrlself. But  i n  suggesting 
t h a t  he be a government man, I emphasize t h a t  t h i s  does 
n o t  mean he should be a  Burem man. He should not be a 
Bureau man because then t h e  chances a r e  he would be one 
of the club. Rather he must be outs ide t h e  Bureau Club 
and proselyte  i t s  members i n t o  the  Treasury Club. He 
does not need t o  be a  t ax  expert i f  he knows where t o  
g:et l oya l  men who a re  experts t c  a s s i s t  him and t o  warn 
him of t he  p i t f a l l s .  He must be tough enough t o  take on 
the  bureaucrats i f  need be; a t  the same time temperamentally 
inc l ined  t o  win h i s  b a t t l e s  without showing a l l  h i s  cards. 

D, Ile should be a sood judge of other  men. No one man 
can hope t o  do the  job. He must be able t o  pick other 
good men t o  serve as  h i s  l i eu tenants  and be able  t o  i n sp i r e  
them with h i s  philosophy and ap~roach .  Be must be able t o  
win over par t  of the  top s t a f f ,  a t  l e a s t ,  t o  make them h i s  
men an6 ready t o  supgort h i n  technica l ly  where necessary. 
In any bureau l i k e  In t e rna l  Revenue there  a r e  always a  
number of top  ca l ibe r  men who a r e  thernse l~es  s i ck  of the  
pe t ty  in t r igue  and bureaucracy. These men, i f  they can be 
separated from the  chronic malcontents, w i l l  be r ipe  f o r  
a  new deal  and the opportunity t o  push forwqrd. They w i l l .  
become the loya l  supporters of those g i v i x  them this 
opportunity. The man selected a s  head of t he  i3ureau a l s o  
should be able t o  a t t r a c t  new blood from the Treasury moper  
and other government a,yenoies s ince not only may t h i s  'be 
necessary but i n  any case it i s  des i r sb l e  i n  t h e  course of 
reshaping the  Bureau's a t t i t u d e  toward t h e  Treasury. 



In t eg ra t i  on of Bureau and Treasury 

The Bureau should be more c l o ~ e l y ' i n t e ~ r a t e d  with the 
t a x  policy s ide  of the  Treasury as well  as with the Treasury 
general ly .  If r e k t i o n s  betnecn t h e  Tree~sury and the Rureau 
a r e  bad, there  i s  an  excellent chance t h a t  both have been a t  
f a u l t  on t E i s  score. Snec i f ica l ly ,  whi~.e t he  Surem must come 
t o  r ea l i ze  t h a t  the  Secretary of the Treasury i s  the boss, the 
r e l a t i onsh ip  between t h e  Treasury and the Sureau cznnot be t h a t  
o f  m s t e r  and servsnt .  It must be t h a t  o f  per tners  Jvfiose separate 
sucoass or f a i l u r e  depends uQon joint cooperation. 

Both the Treasury and t'ne Secretcry mv.st earnes t ly  seek 
t o  ga in  the confidence of t he  Bureau. I n  t h e  past  the 9ureau 
has operated on t h e  basis  of b e i q  i so la ted  from the  Treasury 
and thus compelled t o  f i g h t  i t s  own b a t t l e s  both with Congress 
and wi th in  the Treasury proper. Almost never has i t  been able 
t o  view the  Treasury a s  a protector  of i t s  i n t e r e s t s  and sym- 
patheticaLlgr concerned with i t s  poolems . To a subs t an t i a l  
extent  t h i s  f ee l ing  has developed from the  f a c t  t h a t  the 
Treasury o i f i c i a l  supervising the Bureau has been e i t h e r  a 
weak man himself and a f r a id  t o  s t i c k  up f o r  the Bureau; o r  
had l i t t l e  i n t e r e s t  or sympathy with the  Bureau and i t s  
problems; or was too preoccupied d t h  other Treasury problems 
and could not take the time t o  look out f o r  t h e  Bureau. Correct- 
ing t h i s  s i t u a t i o n  should contribute t o  inproving the Bureau's 
norale  and an e s n i r i t  ae corm with the  Treasury. 

The Bureau must be given g rea t e r  encouragement t o  pnr t ic ioa te  
i n  the f 3 r u l a t i m  of p l i c ~  a t  a h i ~ h  Zevei, i n c l u d i w  l ep i s l a -  
t ion .  I know t h e t  a procedure already e x i s t s  iihich i s  clesipned 
t o  achieve t h i s  end and I have no doubt but what it i s  reason- 
ably e f fec t ive .  On the  other  hand, it pobablg  can stand a 
oood deal  of improvement i f  we proceed i n  our reconsideratiov 
f rom the  premise t h a t  p e o ~ l e  w h ~  see  eye t o  exe a re  i n  c h r g e  
of both the  Bureau and the  Treasury. Instead of a procedure 
equioped t o  absorb sniping and unsym~athet ic  analysis ,  we 
should focus on one f o r  partners.  

F ina l ly ,  t he  t r a n s f e r  of personnel between the Bureau and 
the Treasury should be grea t ly  encoura-ed. Tax men i n  the  Bureau 
shauld be carefu l ly  considered f o r  any appointments i n  the t ax  
f i e l d  i n  the Treasury and vice versa. This i s  most desirable  
from the point of view of eacTi group ge t t i ng  t o  know and b e t t e r  
unaerstand t h e  problem of  the other.  Tach ge t s  more of t he  
f ee l ing  tha t  i t  i s  a pzr t  of a l a r z e r  dl.ole r a the r  than two 
separate  bodies with l i t t l e  i n  common except that, they  o p e r ~ t e  
i n  t h e  same general f i e l d .  In aaa i t ion ,  career  raen i n  the Bureau 
should be able t o  look forward t o  t he  p o s s i b i l i t y  of extending 
t h e i r  career  i n  the main Treasury and men on the le ,y i s la t ive  s ine 
of the Treasury shoul? be ziven the ozportunity t o  observe f i r s t  
han6 how t h e i r  proFrm \fork i n  p r s c t ~ c e ,  This frsedom of 
movement back and f o r t h  w i l l  do much t o  erase the  ex is t ing  
bar r ie rs  and drive hone t o  both t h a t  they work f o r  the Secretary 
of the Treasury. 



CoxiLerab le  t i n e  llaz been snent  i n  the  exwine t i on  o f  
l e b i s l a t i v a  h i s t o r i e s ,  -i;i;ic>i C i c  not Zi20ve 71(,r;, i r :z i t fu l  because 
t h e  i q o r h i i t  a L i ~ i n i s t r a t i v e  ~ r r ; ~ j i s i o f i s  cre 2oncrall ;r  incor>ora- 
t ed  in revenue oi i ls  an;: tire u f   inor or ei;ni:.'icance as c o ~ . p r e i i  
t o  the  a c t u a l  t a x  p rov i s io ix .  '!'he :aal;erid t h a t  cioes e x i s t  il"~ 
the l e g i s l a t l ~ ~ e  i ; . i s~ .or ie :  i s  ~ca"Ltere:j t'raoughov.t L e  ueimtes, 
ancL frequent12 t h e  a h i n i s t r ~ a t ' v e  2 r c v i s i o n s  v:ere ixot ti le z u b -  

1) ject  of ex~endeci  c.iscu.ssion., 

' ~ i e  have no t  f e l t  f r e e  t c  e: :%:line filec of the  :urecu of In- 
t e r r l a l  devenue c r  c &eck o t h e r  sou.rces t i iere uhich n o ~ l d  ~ 1 ~ 0 b ~ l ~ l y  
be valuable  i n  provic iug i ~ f o r m s t i o n  on t r i s  suo jec t .  :lor co~3ld 
we have e x d . n e 6  t n e  a a t e r i a l  vihicb has been s t n d i e c  Curing the  
l i m i t e d  t h e  i n  which t h i s  .ne. ,~or~ndun has i>een ,;re >a re& i f  ve 
ha< ~ 1 1 6 0  nmle use  of t h e  Icurermls sources.  

9 Tile filost valuable  sources  i7{e h w e  exmined  a re :  
The Int  erqiil R e v e ~ ~ u e  Sys t  e;i i n  t h e  L l i t e u  S t a t e s ,  2'rei:ericli 
t. ilowe. (1896) 
The Sureau of In te r i l a l  Hevenue, i e r  \ i c e  i.lonopc;is of tLe 
h i t e i i  S t a t e s  Government, iio. ZS(1323) 
Loilo;.,raph of t h e  Attorney General ' s C~i. ; r .z i  t t ee oil Bckiinistra- 
t i v e  Procedure, P a r t  8 ( ~ e n a t e  Docment Ho. 10, ! ' 751  Coo;-ress, 
1941). 
R e ~ r i n g s  of t h e  S e l e c t  Sefiate C m c i t t e e  oa I n v e s t i g a t i o n  of 
t h e  Burcau. of I n t e x a l  i-ievenw, llarcli l4-April 5, 1924 anii 
i:iovember 80,  1524-June 1, 1325. 
IZqor t  of the  S e l e c t  5enate  C o m i t t e e  on lnues ' i i ,at ion of 
the  burca-o of lnterrLal  3evenne, 2arn.m~:. 12, l:el:rwiry 2 ,  an6 
Vebruary 2b, 1926 ( i ienort  Lo. 27, 59th. Coc;ressj, 



I. gar17 Eistory. 

There was no perxianent systen of i n t e rna l  taxa t ion  2r ior  
t o  the C i v i l  Kar, and there via3 no pemane~rt  aminis tra ' i lve 
atency f o r  the co l lec t ion  of i n t e r n a l  taxes u n t i l  t h a t  t h e .  
bur in t  the e a r l i e r  Xews, *lov;ever, there tqer e several  per iocs 
d u r i ~ ~  ~ h i c i l  i n t e r n a l  taxes Eere col lected,  ana the acministra- 
t i v e  system ui t imately establ is imi cls a pernment pa r t  of the 
Government i s  Saseii lar2,ely uson the experience or  ̂ these e a r i y  
ut1,esupts t o  co l l ec t  i n t e r ~ a l  taxes. 

The backkround of the f i r s z  perio6 oY In~e17nal  t sxa t ion  
has an &portant be .ria: cn the t $ ~ e  o i  a w i n s l r a t i v e  machinery 
thaz nas b-en ~evelopeu  i n  t h e  l i e l d  of i n t e rna l  revenue. When 
tne i i e ~ e r a l  Gover~mcnt m s  establ isnec under the Constitution, 
the i i f f i c u l t i e s  causea 03 excise taxes 1evie:i by Yarliauent 
piere s t i l l  f resh  i n  t h e  ninds of the public and of Con,ress. 
l t  was a oparent t o  rianilton, horlcver, t c a t  custo~ile au t i e s  alone 
nould not p r o v i ~ e  su f f i c i en t  f~ lnds  for  the  i inancink of the 
Government. y#ar exper-ditures had createu a  substai, t i a l  puXic  
debt and revenue measures were n e e c e ~  if i t  sac  t o  ge reduced. 

Hanilton introduced measwes f o r  tne  h ~ ~ o s i t i o n  of ex- 
c i se  taxes.  According t o  iloiF$e, The Internal dev&ue Systen i n  
the  United S ta tes  (ld%), one o f  riarnlltonls f i r s t  repor t s ,  ad- 
vocated a moaerate tax  on l iquor ,  but Cont:ress r e j e c t e ~  tne 
p r o ~ o s a l  because of i t s  centraliziiig, tenciezcies which vioulu re- 
s u l t  f r o a  the creat ion of a l a r ~ e  a o q  or' E'ecerrl t s x  col lectors .  
llowe (3.  19 then describes the oppositiori t o  excise taxes i n  the 
f o l l  ow ink paragraph: 

"This aversion t o  in te rna l  t m e s  was p a r t l y  
t r s d i t i o n a l ,  par t& the lreslrlt 02 the absence oi' l e ~ a l  
r e s t r a i n t  i n  those isolateci regions wi,ore the  opposition 
was most intense. Ir; the Louth, xoreover, whismy ?:as 
lookeC upon a k o s t  as a necessity,  anL a  tax u2on i t s  
ilanu~.'acture and sa le  no more defensible then oile iiirosed 
u.?on anr other proiuct of the f a m .  I n  Peni.~sylvania, 
a lso,  the fee l ing  was inost b i t t e r ;  an(.. the le , i s la ture  
of t h a t  S t a t e  i n s t r u c t e ~  i t s  r e ~ r e s e i ~ t a t i v e s  i n  Gun~ress  
t o  o2pose the passaLe ox' s~ich  a  u'easure iJ; every ineans 
iil t h e i r  power, while a  nemorial from ;.estraorelanu County 
(?a,) ins i s ted ,  monk> other i;'uin:,s, tha t  t o  convert grairi 
i n to  s g i r i t s  was as c lear  a  ~ a t ~ r e l  ri&t as  t o  convert 
g ra in  in to  f l o w ,  An excise "Mas the horror of a l l  
f r e e  s t a t e s , '  saiu one ~ i k ~ o r o u s  speaker i n  the iiouse; it 
mas 'hos t i le  t o  the l i b e r t i e s  of the  peoale;'  i t  moulii 
'convulse the goverraent; l e t  locse a snarin of harpies,  

who, under the denonination of revenue of f icers ,  w i l l  
range the cou .n t r~ ,  pryin: i n to  el-erg, inan's house ana 
a f f a i r s ,  and, l i k e  tile i~~aceZoaian phalanx, bear d o m  
a l l  before them'." 



beginning i n  L,al.ch 1791, however, a s e r i e s  of i n t e rna l  
taxes was enacted on succ items as  l i q ~ o r ,  sugar, tobacco anC 
l e k a l  ins:rmexits. This yerio6 of i n t e rna l  taxa t ic r  l a s t ed  
~ u ~ t i l  1802, when Contress exacted a law ~ r l ~ i c ; ;  abolished botn 
tile taxes and the  aaminis trat ive mchinery  which had been s e t  
up Tor t h e i r  col lect ion.  h r i n ;  h i s  e n t i r e  t i n e  tne col lec-  
t i ons  Lrom custom far  exceedeu the col lect ions from in t e rna l  
taxes,  ana when the f i s c a l  pos i t ion  o f  the Goveriment had re-  
covered f ' r o l ~ ~  the c i f  Yiciilties srisi:lg out of the revolution, 
tne inter i la l  taxes mere discontinued. 

To ahminister the in t e rna l  taxes tiie co~xntrji was d i -  
vide& i n t o  f o w t e e n  revenue a i s t r i c t s ,  eacc s t e t c  'oeink a 
se?arate  i i i s t r i c t .  E ~ c h  u i s t r i c t  :lac! one sup-:rviscr, appointea 
by t h e  President andconfirnec by the Senate, whose sa l a ry  was 
f ixed  by the  President.  Agsregate s a l a r i e s  coulci not  exceed 
seven per cent of the i n t e r n a l - t a x e s  co l lec tea  on l i p o r ,  or  
aore  than $45,OUO. There vfas a l so  a p o v i s i o n  f o r  tho ~ . i v i s i o n  
of revenue G i s t r i c t s  i n t o  inspection d i s t r i c t s  and the appointment 
of ii1spectol.s by the  YresiCeat with tile co.:sent of the  Senate. 
T h e ,  e f f e c t  of theee i i l ternel  taxes was p r i n a r i l r  pol ikical .  
It l e a  t o  the  '%hiskey Insurrectioc." i n  Perm;:l~ania during 
1794, which clearly- Cemonstrsted tha t  the  cent ra l  government ;-:as 
endowed ~ i i t h  sufi ' ic ient  power t o  enforce i t s  enactments. From 
a f i s c a l  po in t  of viem, nowever, the taxes were of l i t t l e  s ig-  
nificance. 

Fear of ccritralizing tenCencies and t o e  jealousy :.;l.i;;h. re-  
gard t o  s t a t e s  ' rif;hts vxuoubtedl;: l eu  xo cne a f h i n i s ~ r a t i v e  ';;Po- 
vis lons cn?li-k Por the  t i ivision of tke c o u t r y  in to  d i s t r i c t s  
wit11 l o c a l  su?ervisors and l o c a l  inspectors.  h e n  tile f a c t  t ha t  
l o c a l  c i t i zens  enforced t i l e  taxes wai not a s u f f i c i e a t  p a l l i a t i v e  
t o  prevent the "iVrLskey Pfisxi~rection . 

In  1733 Con~res s  f o r  tlie f i r s t  time lcvieri a d i r e c t  tax 
on r e a l  property. In connect im with t h i s  tax the  law protiilea 
f o r  the crkation of c l iv i s ioq  each consistifit of several  c o w t i e s  
vritnio a  late, anci a comiss ioner  f o r  eacll i l ivision was appointed 
by the Presiaeat  with the consent of the  ena ate. A l l  of the  con- 
niss ioners  i n  a paL.ticulsr s t a t e  were t o  ac t  a s  a board t o  diviae 
the s t a t e  i u to  assesment  a s  t r i c t s ,  appoial; assessors  anu lnalte 
r e ~ u l a t i o n s .  The other o f f i c i a l s  xho Were createu i n  connection 
with the i i irect t ax  were survej-ors of the revenue. These Illen, 
hov:ever, were not appointed b) the c ~ m i s s i o i i e r s  who were res:on- 
s i b l e  f o r  the  d i r ec t  tax, but viere a?pointed by the  s y e r v i s o r s  
who hair the responsibilj . ty f o r  the co l lec t ion  ol" other i n t e rna l  
taxes. 

I n  1792 Coqpess cre$.teC t i ~ e  o22ice of "Coimissioner 
of the  fievenue" t o  r e ~ l a c e  the Assis tant  t o  the S e c r e t a r ~  of the 
Treasury, who haii been i n  clxirce of the collectior: of liaxes. I n  
1800 C ~ n ; ~ ~ r e s s  a l so  created the of f ice  of the SupePli;tend.ent of 
Stamps, ~ h o  mas i n  cilnr2.e of t>e paper used f o r  , the  pypose  of 
co l lec t ing  starnp taxes.  'ihe laws ao not specis;- hon e i t h e r  o f .  
these o f f i c i a l s  were appointed. 



Hacdton  had been toe  pronone2t of i n t e r n a l  reveme 
measures and had morkeil harC t o  e s t ao l i sh  a sgsTem of excise 
taxes.  dnen JefSerson took o f i i c e  i n  1801, however, he took 
s te2s  ? o n -  tlz t o  abol ish the  systei.~. Before becaning Yresi- 
dent, Je i fe rson  hati a t  tacked the excise taxes a s  l i k e l ~ .  t o  
coliciuce disneinberment of ,the Cnion, and h i s  part)- nas !>le~:ed t o  
the repea l  of tne taxes.  Several reasons viere given f o r  the r e -  
peal.  It was coLlterL8.eci t h a t  the taxes n;hiclr ha2 bees lev ied  
were oppressive, t h a t  the idea of an excise t ax  was h o s t i l e  t o  
the na ture  of a  f r e e  people, an& t h a t  tl-~e administrat ion of in- 
t e r n a l  taxes tended t o  multi,sl;- o f f ices  a m  increase patroila;e. 

A l l  the of f ices  re fer red  t o  above were abolished when 
the i n t e r n a l  taxes were repealeci by the  Act of +r i l  6 ,  1802 
(2  S t a t .  148). A t  tsle time, 400 o f f i c i a l s  were e~i@o:ied t o  aii- 
x i n i s t e r  t h e  i n t e r n a l  taxes,  and the cos t  of xminlaining t h i s  
force was twent3 per  cent of the taxes col lected.  

B. War of 1812. 

From la02 t o  1812 custom uuties,  the r ece ip t s  froro the 
sa les  of p b l i c  l a m s ,  anu the  overuue 2e;ments of the d i r e c t  
taxes %ere not only su f f i c i en t  t o  n e e t  the  c u r ~ a t  leecis of the 
Gover~unent but xere a l so  l a r ~ e  enov.~h t o  pe ru i t  stead; r e ~ u c t i o n  
of the  ~ u b l i c  debt. In  1813, 1814, an6 1615 Congress enacted a 
number of i n t e rna l  taxes f o r  the ?-.;r?ose of' i^iLla-'ci-~;; the i n t e r e s t  
on the  p! b l i c  LeSt, with nzd r i s e n  consic.era'sly a s  a r e s c l t  of 
the war. Tie excise taxes were a i l  abclished i n  1,317. Co_.izress 
a l s o  lev ieu  a d i r e c t  t ax  of j3,0W,G30 i n  1313, and i n  1815 pro- 
vided f o r  a& anma1 Cirec'i t ax  of $ti,Ocj0,000. Yne l a r g e r  a i r e c t  
t ax  was never col lected but was re<-uced t o  $3,00U,UUU for  tlie 
year of 1 8 1 ~  ana abolished thereaf te r .  

To ach in i s t e r  the new taxes Con;ress recreated tne u i f i c e  
of the Comissioner of the rievenue, an& aiviueo the s t a t e s  i n t o  
co l l ec t ion  d i s t r i c t s  vtit'n a  cc l l ec to r  uncl u  pr i i lc ipal  assessor  . . i n  ezch a i s t r i c t .  The b i s s l a n e r ,  the co l l ec to r s  and the as- 
sessors  were a l l  appointed bg the Presicent  arlc codirilled by the  
Senate. It mas the c u t j  of the co l l ec to r s  t o  co l l ec t  hot I the 
~ i r e c t  and excise taxes, anc u i e i r  l u n ~ t i o n s  were qui te  sirnilar 
t o  those whicn t ae  J have a t  present.  The Goir~nissiorier 02 the 
i-:evenue Gas place2 in  chark,e of the  co l l ec t ioc  of a l l  taxes, 
and the Secretary of t ne  Treaswy was authorizei? t o  t r a n s f e r  t o  
nin the co l lec t ion  of cvstons cu t i e s .  

I n  1317 Ccnkress a'oclis.aed a l l  of the of2ices created 
f o r  the pwpose of co l lec t ing  t h e  excise aiiu ciirect; taxes,  but 
the co l l ec to r s  were t o  retlain i n  of f ice  u n t i l  the outstanding 
taxes had. been col lectea.  I n  1830 the GfTice of the S o l i c i t o r  
of tne %reasur;l aas creates, and that  ofcicer ,  who r;as a?i)oini;ed 
b;- t he  Presi2.ent  irritk t he  coL?ceni; of the ;;enate, y!as chargeu v;itb 
a l l  of tile r e s i aua l  ( s t i e s  of the Co;zrAissioner or s . c t i q  CoLmis- 
sioiier of  the &venue, i n  r~ l a t  ioli t o  coilectio-1 of ouJcistaailing 
h i r ec t  ana i n t e r a a l  alnties. 



From 1d14 t o  1213 wiien these taxes were col lscted,  the 
r ece ip t s  f ron  custoins s t i l l  exceeded the rece ip ts  from in t e rna l  
taxes but not by nearly so  l a r ~ e  an anoun'i as curin& t h e  pr ior  
perioa of i n t e rna l  taxat ion,  

11. 'Sue Civ i l  bar  Laws. 

The f i r s t  Civ i l  Yar Revenue i i c t  mas enactea on dugust 5, 1361 
(12 S t a t .  292). It levieu a d i r e c t  tax of $20,000,000 apportioned 
&monk the S ta tes ,  an income tax, and increased tne customs uuties.  
The Act authorized the President t o  d i r i a e  the S ta t e s  and 'l'erri- 
t o r i e s  i n to  co l lec t ion  d i s t r i c ' t s ,  each d i s t r i c t  having a  collec- 
t o r  and an assessor xppointed by t h e  P r e s i ~ e n t  with the co!!sent 
of the  Senate. In adai t iog,  the Act proviied f o r  a Comissioner 
of Taxes t o  supervise the collectioii  or" the d i r e c t  tax ana the 
income tax t o  be nominated 'by the  S e c r e t a q  of tile 'i'reasary and 
a y o i n t e d  by the Vreaiaent. 'l'he Act a l so  permitted the S ta t e s  
t o  assess  an8 co l l ec t  t h e i r  quotas. of the Girect tax, and t h i s  
was the course which was foiloaed by tkLe Sta tes .  

It was the Act of Ju ly  1, 1862 (1% S t a t .  432) t ha t  ac tua l ly '  
es tab l i snec  the in t e rna l  revenxe sgjstem i~hici i  e x i s t s  to2ag. 
This l e g i s l a t i o n  taxed so many t h i n ~ s  tha t  a c e f i n i t e  a m i n i -  
s t r a t i v e  system f o r  t h e i r  co l lec t ion  was e s sen t i a l ,  Congress- 
mall . lo r r i l l  explained the b i l l  t o  the Louse and, with respect  
t o  the acllilinistrative provisions, he saici: "We ilave, tileref ore, 
looked t o  such e x a q l e s  a s  we found u;on our s t a tu t e s ,  and have 
endeavored t o  arratlte a  s ~ s t e m  by vihich a l l  aescr ipt lons of 
riuties coula be assessed an6 coLlectea t'rirougb the s m e  o f i i c e r s .  \I 

(58 Conk. Globe 1194). 

Tne old nachinery which hau been used f o r  the co l lec t ion  
of taxes u u r i n ~  and immediately a f t e r  the  ytar of 1812 had ex- 
p i r e ~ .  Instead of rev iv in t  i t ,  Contress created tile o f f i ce  of 
Comissioner of In te rna l  Levenue, t o  be apgointed b; the Presi-  
dent and COLT irmea by the Senate. 'l'he Conmissioner, under the 
d i rec t ion  of the Secretary of the 'lreasury, xas  charged with 
the saxte ge ,~era l  du t ies  which ne has t o u q .  L u r i n ~  the iiouse 
debate it had beer1 proposed tha t  the Comissioner a c t  uncter the  
directiorl  of the Yresiaent but tL i s  groposition was defeatecr 
when i t  was pointeci out t ha t  a l l  revenue ~ a t t e r s  sho i~ lc  be m- 
der t h e  Treasury Dezartaent. (513 Cont. Clobe 1'215). 

The Presi~en-i ;  was authorized t o  Givide trle c o w i t r ~  i n t o  
col lect ion d i s t r i c t s  not exceeding the number of representat ives  
i n  each s t a t e  except California.  The Presiuerlt createa tne  f u l l  
number of u i s t r i c t s  authorized by law (185) ana f o r  each d i s t r i c t  
an assessor anc a co l lec tor  were a ~ p o i n t e a .  

The pr inc ipa l  o f f i c i a l s  created by the Act of 1862 were the 
assessors  and the a s s i s t a n t  assessors.  Assessors were appointed 
by the P r e s i ~ e n t  with the col-isent of the Senate, an& the2 ap?oin- 
t e a  t r ~ e i r  own as s i s t an t s .  l'ileir fumt ions  i-icluiie6 f indink the 



taxable property-, assessing the taxes and hearink a l l  appeals. 
' he  o f l i c e  of assessor reuained the focal  ~ o i n t  of tax  aamini- 
s t r a t i o n  durink the war and f o r  several  years t he rea f t e r  u n t i l  
i t  Tias abolished i n  1872. assessors  ana t h e i r  a s s i s t a n t s  were 
p a i ~  by the  aay. 

Collectors,  ~ h o  were appointed by the  Presiaent  with the 
consent OF the  denate, a t  t ha t  t i n e  were onlg f i s c a l  as.ents and 
t h e i r  p r inc ipa l  clutj was t o  co l l ec t  the taxes i n  accordance 
with the  l i s t s  furnishes tnem by the assessors.  Collectors nere 
paid commissions on the  none$ they col lected and the amount of 
comiss ions  any inclivicLua1 could receive was l imited t o  $10,000 
except i n  the l a r t e r  d i s t r i c t s .  'The comiss ions  ha& t o  cover 
iiot O ~ J  the  co1lector.s conpensation but a l so  t h a t  of the depu- 
t i e s  the;- were authorized t o  ap o in t .  Lie~uties  werde p i c ;  by 
the co l lec tors  ana no a6ditiona funus were made availaLLe f o r  
t h i s  purpose. 

E 
The col lec tors  naa authority t o  appoint inszectors ,  who 

were tne  chie i' enf'orce.:leni of S ~ c e r s  of tke iierioa. 'I'ilese nen 
confineu their* a c t i v i t i e s  t o  t he  enfcrcement of the taxes on 
l iquor .  Occasionally other inspectors were appointed i n  sone 
u i s t r i c t s  i n  conilectioil v!itli the tojaccc, ; ?e t r c l e~m anb coal 
o i l  taxes. The au thor i ty  t o  apaoint ins2ectors  vrss contsineu 
i n  a l a t e r  a c t  passe; i n  18b2. { ~ c t  of J1d; 1, 1862, 1 L  S t a t .  
447). In accordance v r i t u  i t s  terms, i r spec tors  a id  not receive 
atq paper i t  from 'ine Goverment but were ? s i n  fees  by the mnu- 
f ac tu re r s  whose joods tiles inspecteu. 'l'bis l ed  t o  many abuses 
an:: accoi.dint t o  "Tce 3ureau of l n t e raa l  rLeirenael', by  Scmecke- 
bier ano b ~ l e  (1923), the I e e  sgrsten "aas one of the weartest 
fea tures  of tile khole In te rna l  !c.elJenue system, a:la h e r e  i s  no 
aoubt t h a t  t :~ is  method of ooqensa t ion  was one or" the :\rir,cipal 
aveilues or" t e q t a t i o n  to  uishone::t u i s t i i l e r s ,  d l o  were extra  
generous with ' fees '  and therev,; obtainea tile necessary r o t e c t i o n  
whicil in  l a t e r  j7ears l ed  t o  the brops; l rauas i n  t ~ l e  h is tory  of 
the hation." 

The next revenue measure nas euacteo. *&arch 3, ld63  (lr: S t ~ t t .  
726).  Under ~ n i s  l e ~ i s l a t  ion a s s e s s o ~ ~ s  were Jven an anr,uai 
salary ano. an alloaancz f o r  o f f i ce  re;it, wnicri r e ~ ~ l a c e u  the i r  
per c i m  cox ensation. In acui t ion,   the^ were a l lme '  comis-  
s ions ox col  f ections naiie i n  t n e i r  ~ i s t r i c t s .  

'l'he Act of l?b3 a l so  c rea tea  tne gos i t ion  of L e p t y  SOW 
missioner of lnterrial  ~tcvenue, t o  be appointed by the  'r 'resiient 
anc conf i rm6 bx the  Senate, ana i t  authoriaea cne bec re t a r j  
of the Treasury t o  a p p o i ~ t  th ree  re>eme alents. 'l'nis nas the  
f i r s t  scatutorg reierence t o  revenue agents iqho mere t o  be ap- 
pointed f o r  t l  F, ktrpose of efiforcini the revenue laws. 

The ileveizue Act of June YO, 1864 (13 S t a t .  223 )  made a fen 
chari~es i n  the aaminis trat ive provisions r e l a t i n &  t o  the co l lec t ios  



of i n t e rna l  revcnue. It crlan~ec tile method of compensation of 
co l lec tors  t o  an aiuuzl  sa la ry  pius coiim~issions, anii i t  changed 
the method of pa2i.a~ i~zspectors from the fee  system t o  a s e r  
dien conpensation plus a t r ave l  alloriance, 'Ibis l a t t e r  provi- 
s ion unaou l~ ted l~  intended t o  do away viitii tne abuses arlisin; 
from the f ee  sys tern, but  Congess a l l o ~ e d  tiie iqmouement t o  
reiuain i n  e f fec t  od.2 tvio years. 'the onl;; other a6x~in is t ra t ive  
c h a n ~ e  brought about by t h i s  l e g i d a t i o n  xas t h e  increase ir, ti.?e 
number of revenue aEenrs t o  i'ive. 

The devenue Act of Larch 3,  1865 (lb bta t .  463) l imited t ~ e  
comissions of co l lec tors  anu increased tile number of revenue 
agents from f ive t o  ten. It a l so  autoorized tne Aecretary of 
the l ' r e a s a y  t o  appoint  a Coimissiori of three persons t o  stuciy 
the  :,hole problem of taxation, includin, "the narmer ariu e f f i -  
ciency o f  the presem anc past  nethoas of c o l l e c t h i  the in t e r -  
nal revenueu. The Comission's re_nort m i l l  be aea l t  x i t h  uniier 
I11 below. 

Shortly a f t e r  the b l v i l  !.ar! several  CJlafibeS were m a e  i n  
the administrative provisions wiuch fiat been l:,orkec. out &wink 
the  war. In  1660, t a e  f ee  system of payinfa ins?ectors mas re-  
s tored.( l4  S t a t .  l t 5 ) ,  and the abuses whit.:. :lac cl-.aracterized 
t h i s  sytem were reviveo.  he sarie ac t  increasec. tLe nwnber of 
deputy cornmissioners frori~ o.,e t o  trulee, but the ~ e p v . t i e s  nere 
reduced t o  two i n  1874 (13 s ~ a t  .6) act back t o  one i n  1876 (19 
S l a t *  151). 

On Larch b, 1872 a law ?xts p~rssed whic~i cimyeu trie sg-stem 
of h a v i n ~  deputy col lectors  paia  ug the col lectors .  Frorz. t ha t  
t i n e  on t h e i r  s a l a r i e s  were fixed by the Secretar j  of the Trea- 
sury, on the  r t-:cor~mendation of the Comissioner of ~ n t e r n a l  
nelienue, and were paiu oy tile Lo~ermen t .  t h e  appointment of 
i n t e rna l  revenue ag,ents was cllantecr b r  zhe sane ac t  nhich p o -  
vide6 tha t  the;- were t o  be appointed by tile i;oii~~:,issioner of 
lnternal uevenue, who mas a l s o  autnorized t o  fix k e i r  s a l a r i e s  
(17 S t a t .  241). 'l'he Act of Uecenser 24, 1872 (17  Srat .  461) 
aoolisned the of f ices  of aseessors and a s s i s t an t  assessors. 
As cjf Jul3 1, 1873, these of i ices  mere temiinateii and t h e i r  
functionti were t r a ~ s f e r r e d  to the c f i i ce s  of the c o l l ~ c t o r s .  

111. The lievenue Commission of 1665. - 
The kevenue Comaission appoinzeii by tne Secretary of the 

Treasury i n  acco14aarice witn ?;he Act of 3arcn 3, 1865, nade 13 
spec ia l  reports  anc a general r e ? o r t .  In  the geucral r s , o r t  
i t  devoted some space t o  cr i t ic izin: ,  the r-ar~ner of a m i n l s t r z -  
t i on  of tne in t e rna l  revenue laws. 

The pr inc ipa l  defects  it iound i n  the ;jureau of l r - ternal  
lievenue were: 



(1)  Pne lack of Fewer a m  d iscre t ion  i n  the o l f i c i a l s  
of the 2ureau; 

( 2 )  'lhe absence of posi t ions with Q - h  s a l a r i e s  an& 
permanent tenure vhich woul6 a t t r a c t  and keep cum- 
petent personnel; 

( 3 )  Phe s p l i t t i n g  of gena l t ies  anri Yorfzi tmes ~ i i t h  in- 
formers; 

(4) The appointment, rstentio;; ana promotioil of ofLiccrs 
on tne basis af otner circumstances tean qua l i f  lcat ions 
of good beilauior. 

The Cormlssion reviewed the functions of t he  secretar ;  or' 
the ' l ' reaslq ana cor,cluded t n a ~  the of f ice  aras, next t o  the Yresi- 
cent, tne mosl; imzortant i n  the Soverment. The;. expessed  soine 
concern over the  f a c t  t hh t  nar-y du t i e s  of xinor im?or1tance were 
im2osed upon him in  a d i t i o n  t o  the  xajor  ones, anr; accoruint ly ,  
i r r  s u g ~ e s t i n g  a plan of' reor,_.anizai;ion i n  t h e  adminisfration of 
revenue col lect ion,  the; proposeu tna t  an "linaer-Secretaq of 
the Treasury i n  Char&e of the ~ e v e r ~ u e "  be appoiizteu, an6 tha t  
the &enera1 supervision ana d i rec t ion  of  revenue co l lec t ions  be 
assigned t o  him. 

The Coiimission a l so  pro2oseC the  a p o i n t s e n t  on a coilusis- 
sioner of the customs, a coriinissior;er of the excise, a s o l i c i t o r  
of the customs, an6 a s o l i c i t o r  of the excise. These 4 men, 
together with the Uncler Secretary, should cons t i t u t e  the Loari: 
of Comissioners of the  iteveme, v:hicn shoulc. ueterzine r u l e s  
and rekulat ions r e l a t i ng  t o  col lect ions,  tne e ~ ~ e n d i t h r e s  t o  oe 
incurrec i i l  col lect in ,  revences, :izana,ement 01' a l l  re lenue  l i t i -  
gation, an& tile d i s t r i imt ioa  of a l l  awards l o r  kooci service and 
valuable information. 

Another recomnendation of the Cor,mission was t a a t  no subor- 
dinate of f icer  i n  the 2ureau be aqsointed u n t i l  h i s  q u a l i f i c a ~ l o n s  
haa been e x w i n e 6  and approved b; the tjoaro of Comissioners,  
They a l s o  s u ~ ~ e s t e d  t h a t  the  Secretary and the Vnder Secretary 
par t ic ipa te  on t h e  f loor  of the house i f i  a l l  aebates on revenue 
questions. Finally,  they ?roposea t h a t  each iea6i:q source o f  
revenue be r e c o p i z e d  a& a uivis ion o f  the ijureau and be placed 
in cbaree of an o f f i ce r  wit a perxailent pos i t ion  and a ~ o o d  
salary. 

The response of Congress t o  the re3ort  of the  devenue Com- 
mission was contained i n  tne Act of July 13, G o b  (14 b ta t .  $ 8 ) .  
Zefore tha t  time the only o f f i ce r s  reco;cizeo by law were t h e  
com~issioner,  tile ceputy comissioner ,  anu a cushier,  other 
c l e r i c a l  assis tance bein:, d r a m  from em?lo;ees of t hc  L e c r e t a r ~  
of the Treasury. The nen l e t i s l a t i o n  proviae i i  a Lei'inite Ller- 
sonnel f o r  the Cureau. It authorized urliier the d i r ~ ~ c t i o n  of t h e  
Secretary the ernplojmmt of two aeput;- cor i i ss ioners ,  i n  adbi t ion  
t o  the existing one, a s o l i c i t o r ,  seven heads of d v i s i o n s ,  a m  
244 clerxs,  messenLers and lakorers  f o r  toe  Cashinkton o f l ~ c e .  



'i'ne sweepin& reforms reco:meniled by. t h e  Corxission were not  
S o l l o ~ e u ,  liowever. . The f a r t n e s  t t h a t  Cong,ress ~ e n t  iri t h i s  
d i r e c t i o n  was t o  a~t ;borize"che Secre ta ry  of t h e  Treasurg. t o  
appoint  a Special  Co..;missioner of the  lievenue i n  h i s  de2ertnent  
tc; h o l ~  o f f i c e  f o r  4 years  a x .  nake re;;orts on everx- a spec t  of 
t h e  i n t e r l i a l  revenue i~c j l i c i e s .  

'the a'ctitucie of Con2,ress toward the  r e p o r t  of t he  Cor~unis- 
s ion  uas  c l e a r l y  s t a t e d  by Congessnail  % o r r i l l :  

u The law authorizin,g the  Secre ta rg  of t he  Treasury t o  
a s s i g n  t o  t h e  Bureau of I n t e r n a l  Aeveaue a s u f f i c i e n t  
f o r c e  t o  cam?'  i t  on w i l l  expi re  by i t s  owi? l i m i t a t i o n  
on t h e  1 s t  of Sula next,  ana i t  the re fo re  becomes neces- 
s a r y  t o  xake sone arrar.gexent f o r  the  pe rmnen t  ori;ani- 
z a t i o n  of the  bureeu. It w i l l  be seen t h a t  t h e  bill 
raakes provis ion  f o r  t n i s  objec t .  'i'i.~e cpera t ions  of 
t h i s  bureau a r e  now on s o  l a r g e  a .  s c a l e  a s  t o  r e 2 u i r e  
t he  se rv i ces  of a b l e ,  clearheaded men, t r a i n & '  t o  bu.si- 
ness ,  and of unqv.estioneG i n t e g r i t y .  Such men i n  our  
coclntry a r e  , i ig, i l l )  pr ized,  an& comanii t h e  i l ighest 
s a l a r i e s  paid i n  f i n a n c i a l  anu con;,r;ei.;ciul e r q l ~ y r u e ~ t s ,  
and unless  rh:c f i x  s a l a r i e s  a t  a n  a ~ e q u a t e  o r  c o m p e t i n ~  
-point me s h a l l  o n . 1 ~  comrini: the se rv i ces  of seconk- 
r a t e  nen. 'i'he btme of t he  1'reas~u.g i j e p e r h e n t  i e  t h a t  
s o  soon a s  o f f i c e r s  rece ive  the s t m p  of i t s  coilf h e n c e  
the;: rece ive  a loua  c a i l  a m  the  o f f e r  of ..s~oi:e pa; t o  ;,o 
elsewhere. 'lire bes t  o:?ri'icers a r e ,  t h e r f f  ore  o f t en  mere 
kir i is  of ?assace, ce re  t05rtj; but iaa; be Lace tcnorro;, . 
':'he Luri au of h t e r r ~ a l  ,"ieve:lue, i t  j.s 1.71i.i;e U $ I  a:: :x; ;e; i t ,  
i s  a e f i c i o n t  i n  executi.ve force .  It ii h p o s c l b l e  -that 
t h e  Cu:xiiissioner, . ; :oxe~er  faitli.Ti.il ai& i i ldustr ioue,  and 
I ic:lovi of 110 11iai: nore so, should be a d e  t o  co;lsiiter a l l  
t h e  cori l~l icated cases d a i l y  a r i s i n c  f o r  i c y - e s t i ~ a t i o n  i n  
t h e  au;ninisi;rntioi: of ;:is off ice ,  and we have conceded 
not  only t n e  s r c p r i e t y  but t h e  absc lu t e  n e c e s s i t y  of 
r e in fo rc ing  t i le  o f f i c e  b;:- twc aciditioilal  deput ies  and 
one s o l i c i t o r .  

n d o t m i  .. tiis tanding a l l  the cisaGc.anta&es ~ ? e  have 
l abo rea  un6er i n  p t t i n g  ne:T and untr ie i i  laws sc iken ly  
i n t o  operatioti, i t  i s  g z t i i y i n g  t o  f i n d  t h a t  the expense 
of co l l ec t ing  the  rexenue has been f a r  l e s s  than was an- 
t ic ipated-- includi :~g every thin^ excegt pi;: t i n 2  cione by 
the Publ ic  Printer--amountink:, i n  1865, t o  no more than  
two anti seventy-five one huniuletitCs, o r  t m c  an@. t h r e e  
fourths per cent .  'i'his c o c t r a s t s  i;ioet fzvorably  with 
t h e  cos t  of c o l l e c t i o n  i n  Great S r i t a i n ,  xhere ,  a f t e r  
years  of experience,. tire cos t  va r i e s  f rm f o u r  and one 
qua r t e r  t o  f i v e  m d  three f o u r t s  per  cent .  



"The s e r v i c e s  of the  gentlemen em?loyeC on the  
reverice coxmission, I have no doubt, ape 7 rcper ly  ap- 
p r c c i a t e a  by Contress,  ns the: %'ill be by tke  co i~n t ra ,  
and the  Coxai t tee  of .,ays &nu heans were unanimously, 
i believe, of tne  opia ion t h a t  t h i s  k ind of se rv ice  
should not be en t i r e13  ~ i s c o n t i n u e d .  ; e l i ev inL  tLa t  
a t  l e a s t  one s i m i l a r  o f f i c e r  can be proii t i lhly em- 
ployea permanently, the: have adued a s e c t i o n  T O  the  
b i l l  f o r  t h i s  purpose, and 1 have no doubt i t  n i l 1  
prove riiise econony t o  adopt ana cuntinue i t  so loii,, as 
we nay be cam2elled t o  r a i s e  a r i y t h i n ~  l i x e  o w  "resent  
revenues from taxation." 
(71 Con&. Globe 2438). 

PV, Yost C i v i l  Yar t o  Post  Yiorld ~ l a r .  

Tne ~teverme Com5ssionfs  r e > o r t  r:as not  t h e  old> reco-n i t idn  
of i lav ,s  i,: t,le ad~n i , , i s t r a t ion  of in te r i i z l  r4eveiiue. ! ; r i t i n l  i n  
l , i J t ,  liovre i'ihe ; i ~ r ; e r n d  itevecue ujSCeni i n  Lhe L.ii:eo. L , t a t es )  
co~.clnced t h a t  cur i r i t  tne  C i v i l  ..ar: 

(I1 i i ~ o  causes mere i n  the  m i n  responsible f o r  t h i s  
r e s u l t :  oile, tiie inau.equecy of tne  rf:rfi~:~eraticjn ol'i'erecl; 
but iij: far  the  :nost poteilt cause was t h e  tihseiice of a 
s e i : i t  systeii f o r  the  rietenninatiorl of ep~>oi~;t;;ients. 
Pro'os?~l; no orancn of o w  nai;ioilal a i i l l~ inis t ra t ion has 
s u f f e r e 6  so  LTUCC.  POP t i ie  E T O ~ ~ S  spLe1i1 as ilas tii.e ill- 
terr ia l  revc;?ue s e r r i c e ;  f o r  i;; 1:o d e ~ a r t . i ~ e i i t  of t h e  
;,averment a r e  efficient, tii2.6 .i;i):!esf;; S O  ez se i ; t i a l  i n  
t h e  employ-ee". ( p .  1'35) 

The Act of Jul;: 20, l86d ( l c :  ;j;;at. l 2 r ; j  sii-i::orizeri tiie .>ecre- 
t a r y  of tile Trsesur;; , on t i e  rr co.r,~rienriation of the  CoixLissicr;er, 
t o  a n p o i i ~ t  25 sa.2ervleors s: ~ : ! t e r i l n l  r:veix.e. The s a ~ w v i s o r s  
were t o  be enforce;~e;rt oZf icers ,  anii, anon; otizcr t h in , s ,  were 
t o  J E  e;ti;:o:iereti 'i:. tra:.isf el; i!:s:,iesl;ors, :,tcre.iec?ers, an6 saug.;ers 
frol:?. one t i i s ' i r ic t  t o  a:lotr;.;r a:lh t o  su~;~enSi  thebe o f2 ice r s  Tram 
iiut;:. I n  187.; (17 3x1;. 241) the  u m b e r  of su.pervisors war re-  
duced t o  10 and t h e  ;:o?.;er of s;jjointment was t raxi I"erre2 fro;: the  
Secre ta ry  t o  the  Pres iden t  -;;i.th t h e  cousent of the  .;er:;f-2;,:. 111 
1376 (1s Stat. 152) the  o f f i c e s  oli' su?ervisors  were a::,olis':r?eii an6 
the  2ov:ers of t r a i l s fe r   an^ sucpensiori &ere  vested ii? t h e  Cornis- 
s ioner ,  v i t h  a l l  o ther  p o v ; e r s t r a x . : e r r e d  t o  the  c o l l e c t o r s .  

Tfie 1 S U  1: i s l u ~ i s r i  a l s o  author ized tne  c o m i s s i o n c r  t o  
emplo;. 2:: d e t e c t i v e s  f o r  du.1;;' under t h e  airectj .cn of h e  su;,er- 
v i s o r s  or  f o r  o ther  s p e c i a l  uu t i e s .  In 1872 (17 S ta t .  241) the  
t i t l e  of tilese o f f i c i a l s  Gas cilanbed froin Cetect ive  t o  a;ent. 

The jobs of gaukers a r i  s t o r e ~ r e e p e m  were c r e a t e 6  b;g t h e  



13t8 l e & i s l a t i o ~ l .  Laqei.s  ere t o  be appointed by the becrctar$,  
on l ; ~ c  recu~rfieniationn of the assejhisors i n  the cr iscr ic ts  iii v,lli.cn 
they ne re  t o  v:ork. Tiley cbeckeiL oil the p o ~ u c t i o r ?  of 1i;uor 
within t h e i r  d i s t r i c t s  ana nere ?aid 5~ the co l lec tors  ou; 09 
fees  paid by tne d i s t i l l e r s  whose produ:,tiou t~le.,: s q m v i s e d .  
S t o ~ e a e e 9 e r s  were ag.:ointeu aj the  Secrctarg and were m i d  a  
dailzl lxaLe. By the  Act of Larch b, 1872 (17 s t a t .  241) eau;ers 
were proviiied s s l z r i e s  paia b;~ the Govermenz r a the r  than by 
the  f irrns f o r  ~ ~ 3 i c i l  the l a u $ ~ ~ a s  done. 

As  revenues cleclilieu a f t e r  the Civ i l  dar ,  ste:,s were talcen 
t o  reciuce the s i z e  of the  a h i n i s t r t l t i v e  .!ac!;inew. ' he  nunber 
of cep ty coxnissioners wa:, rea~lced to t ~ o  i:; ld7k an& "L one 
is 13'lti. The nuclber o? a i s t r i c t s  was reducea i n  1876 anu acairl 
i ~ i  157'7. In  1333 PresiGent Arthur b; Executive order fu r the r  
reduced t'ne number of co l lec t ion  ( i s t r i c t s  t o  82, u t  l a t e r  i n  
t he  gear ne increased the number t o  83 and then t o  84. 

I n  1879 (20 S t a t .  829) the  number of revenue a ~ e n t s  was in- 
crease2 t o  $3, AT the  sane tizle, provision nas make for  the Fay- 
ment by t h e  Goverment of the s a l a r i ee  o f  u e p t y  co l lec tor~s  riho 
hac f o m e r l ;  been 2aiG by the co l lec tors .  The co l l ec to r s f  s a l a r i e s  
were a l so  cban;,ed b; I ' ixing e minimum of $2,000 i f  a:uiual collec- 
t i ons  were below $25,000, and a xlaxiwn sa la ry  of $4,500 i f  the 
annual c o l l e c t i o i ~ s  exceeded $l,OUO,OGO. TiAs metho6. of papin& 
co l i ec to r s  remained i n  force ~ m t i l  1 3 1 ~ .  

Fron the  encl of the C iv i l  Z!ar u n t i l  1375 the  , T L O S ~  ser ious 
?rol;llem nhich faceri t he  2~17e~ii  of I n t e rna l  nevenue vas t ha t  of 
the whiskey frauds.  Fron 1864 t o  1868 the r a t e  on d i s t i l l e d  
l i quo r s  was so high t h a t  a greini~m mas placed on fraua &rLSi eta- 
s ion .  I n  auGt ion ,  revenue Fnspectws received t n e i r  so,qensa- 
t i o n  throvk-1 f ee s  pai6 b, b e  d i s t i l l e r s ,  rqhich o2eneci tlie way 
t o  o r ibe r i  anc fraud. After  a  Goc~ress iona l  inves t i , a t ion  i t  
was recomenaed that; the 1 -quor tax be retv.ced frorr. $2.00 a 
~ a l l o n  co bog, and t h i s  was do,:e in 1663. A s  a r e s u l t ,  tile 
revenue increased enornously. 

Pron 1371 t o  1375 acciitional f rauds occur12ea t h o 1  ,h a con- 
spiracy blown as the  " V n i s k e ~  f i i n ~ "  . The ? r inc ipa l  f e& ture of 
t ~ i s  cons~'.racy cas the  large sca le  corruption of ~ ~ v e i l ; m e n t  of- 
f i c i a l s .  

'Howe (su r a  p. 198) describes the  a t t e  p i s  t o  improve the 
co l lec t ion  Tf o iquor taxes as  fo l loes :  

"The per fec t ioa  of thc  a e t a i l s  of the service received 
but scant  a t t en t ion  d u - r i q  tkc  Ear; but with the  :,rxiiiy 
Samii iar i ty  of o f l i c i a l s  wi ta  i t s  dePects frotl  tne c i s -  
closures of the  press ,  as wel l  as tile invaluaole i w e s -  
t i ~ a t i o n  of the  nevanue i~cmG.ssicjn, the in2ortance of 
ami t l i s t rn t i ve  ef  i ic ienc;  becane a?Ftzre;~L, h c a ~  e f u l  
rev is ion  of so  much of t h e  1m: as r e l a t ed  t o  t k e  .,am- 
f ac tu re  and assessineat of  ist tilled s i ~ i r i t s  iias maae a t  the 



instance of the llevenue Cormission i n  the years in- 
lneaiutely sabsequent t o  the -:Jar, the leai in;  fea ture  
of vinich was tile subjection of each uisti1ler;l t o  the 
~ i r e c t  survei l lance of a  governiilent i n s r~ec t  or,  r;Uose 
auty i t  vas t o  oversee the process 02 2tanu:ncture and 
sa le ,  ana t he  assess.nent oY the aut;. '?fhile the 
change v!as co!?aucive of , r e s t e r  f i c e l i t j  on the par t  
of wei t :~ers ,  ;au;,ers anc o t i w  ol"."icials, an,, :dace6 
an ada i t iona l  check upon the;?, tile powerful incvce- 
nents  whicn ~ 0 u l 6  be offered Irx the dis!:onest a i s -  
t i l l e r s  f requent ly l ieutralized the e f f ec t  of the sea- 
sure;  anL tnere WEE no 2rovision f o r  ccasiant ro t a t ion  
of the i:ls_oectoras fro.'  o:le s t i l l  or ( X s t r i c t  t o  anot::er, 
as  was s ~ , , e s t e c  by the Coldss ion ,  a L~rorrision rirkich 
tlor16 heve ~ r e a t l j  eni-.tincea t x  erLiciency of  tee  la^. 
:!ut t l e  e f f ec t  o f  t k i s ,  as  -tiell as  811 otuer re,.:ec;i.al 
e i l o r t s  oi7 ';IL~ ?a r t  oi" Son ress ,  \,as c h c ! : , ~  by the 
ciishones'i;., comnlicac; , an2 inefi ' iciency o i  of t  l c i a l s ,  
traceal.Ae i n  per t  a t  l e a s t  t a  tne sys tex  of a~,?ointrnent 
an& r e t enLon  i n  of f ice  f o r  p o l i t i c a l  services ."  

Collections by co:zLruct were a t t e q t e d  froln 1872 to  1874. 
The Zecretar; of tne Treasurg aas  authorized t o  enter i n t o  s u m  
cor: t r ac s s  by an a )par en t l y  iwocent  ;)rovisi on i n  an a ~ u r o p r ~ i a t i o n  
a c t  passea i n  1672 (17 tjtat. 63). A fev: r:~ontl~s a f t e r  t h i s  a c t  
was passe6 a  c o n r r ~ c t  was inabe w i t l :  J o ~ m  b. Sanimrn for  the ccl-  
l e c t i o n  of taxes from aa d i s t i l l e r r  ana purchasers of w:~is!:ey. 
Shor t ly  tnereaf te r ,  another contract was made f o r  Sanborn t o  col- 
l e c t  taxes on e s t a t e s  and incoiue:; of 760 persons. A t i l iru con- 
t r a c t  cover in^ a  l i s t  of aSout 2,30O names, i nc luc l i z~  YSO Z o r e i ~ n  
resicle;its, was a l so  executeu. i~ fourtL coiltrsct was m c e  f o r  San- 
50rll t o  collecl; taxes from 592 r a i l roac  co,~>anie:~. Tile s ~ ~ p e r v i e o r s  
ana collectors 01' inter i ia l  revenue were directed b; tne decretary 
t o  a s s l s t  Saiiborn i n  h i s  worn. The Comissioner p r o t e s t e ~  but 
was unable t o  do angthin, about the contracts.  

A 1 1  tne co r~ t r ac t s  p o l i c e d  t h a t  banrjoril would receive 50 
per cent o f  the  \ r o s s  mount col lected,  ana he c o l l e c t e ~  $427,C00. 
111 1874 there  was a douse Z m e s  t i ~ a t i o n  of the vhole ?rocedure and 
it  vias f o w &  t h a t  no r e s  ~ o n s i b l e  o l i i c i a l  i n  the I r e a s m y  Uepartr~ent 
k i e v  much about the matter.  lione of then was n; i l l inc t o  accept 
res_?ons ib i l i t a ,  but none of h e m  was found t o  have bee11 inr'luenced 
b? corrupt motives. The co::mittee a l so  found t h a t  illany of the  
taxes col lected by &nborn would have been c o l l e c t e i  i n  aue course 
by tile m r e a  i n  th,< ordinar; L i~cha l . ,~e  of i t s  duty. As a  r e s c l t  
of tbe committee's recommendation, the law a u t h o r i ~ i n ~  co l lec t ion  
by contract was immeaititely repealed. 

In 1887 an Executive Order remced t h e  number o i  co l lec t ion  
c i s t r i c t s  from 85 t o  63. 

The Act of August 2, 16Bb, which placed a tax  o n  olemarzarine,  
authorized the  S e c r e t a r ~  of tile Treasury t o  ap2oint an ana ly t ica l  
chemist and s icroscopisc,  an6 a l so  aut ;~orized the Co..,missioner t o  
ei@oy aac i t iona l  chemists m c i  , , i c r o c c o ~ i s t s  when necessarj.. 



The r s i i in leg  T a r i f f  Act of 1850 (26 S t a t .  567) pr~oviiieu f o r  
a bounty on sv.i;ar obtained fro;;; products EPO~WL i n  the United 
Si;ates anc 2rovidea t h a t  the  ~0 i J l t j r  s i~ou lc  be iieterninea by 
the  Sureau of Interi lal  r,etrenuie. l'he Coiimissioner protes ted  
~ j a i n s t  such a h i c t i o n  being placed i n  the i-bree?; but Go;..gress 
pa id  no a t t e n t i o n  and the  ?sureax aafi inistereu the lav: u n t i l  it 
was repealea i n  11394. 'i'his requireci the e~il',olopent of 12 su;;ar 
ins?ectors  anc xi-.:; d e p - ~ t y  co l l ec to r s  of i n t e r n a l  r everlue f o r  
s p e c i a l  i u t g  a s  s u ; a r  s e i , l  # -  lers .  

The Wilson Tar i f f  Act of 1834 (23  S t a t .  566) revivecl the 
income tax  an6 l ed  t o   he establish'ireat of the Incoae Tax Divi- 
s ion  i n  tne  tiuresiu of ~ n t c m a i  rlevenue. ' lhis  u i v i s i ~ n  5unctione6 
only a f e ~ i  monhs oefore t a e  Suprene U o u ~ t  l d d  the iacone tax  
unconst i tu t ional .  

drien Kovre m o t e  h i s  book i n  1896 (sxpra, 2 .  203) he described 
t h e  a h i n i s t r a t i  on a s  f olloVfs: 

"In concluding t h i s  sketch of  the  j e a r s  of experimen- 
t a t i o n  b- neans of ~ b i c n  t h e  ?resent  perfected iilachinery 
f o r  the garnering of the resources of the nat ion intC the  
Federal  Treasury has been ,;rouk,ht about, it ma2 not be in- 
aclvisaule t o  describe i n  some a e t a i l  the  vdorkin&s of the  
i n t e r n a l  revenue departzent  i n  the  co l l ec t ion  of t h e  severa l  
taxes a t  present  iin?osed. '1':le ground $an of the  s j r s t e m  
has not c h a n ~ e d  funciarnentally f rom the ou t l ines  defined 
bg hani l ton over one luin6reci $ears ato.  As i n  t h e  depart- 
ment of cus tom,  t h e  c ~ l i s f  m i n i s t e r i a l  o f f i c e r  i s  tiie Con- 
missioner, d iose  uu t i e s  remai-. - substantiall;:  a:: outi i i lea i n  
the  Act of 18b2 * (.:- 5;. lu r ecent $ears,  witi: tiie p a d u a l  
re&uction of the  system, the re  has been a tendencz t o  cen- 
t r a l i z e  and s h i p l i f g  the co l l cc t ion  of tile taxes, a s  i s  
seen i n  the  a b o l i t i o n  of the  o f f i ces  of i i s t r i c t  assessors ,  
a s  well  as i n  the reauct ion of the  c o l l e c t i o n  b i s t r i c t s ,  
o f  which the re  a r e  a t  h e  present  time but sixty-t i lree.  
It is no- the  6ut; of t h e  c o m i s s i o n w  t o  make a l l  inqu i r i e s ,  
i i e t en ina t ions ,  end assessments of a l l  taxes and pena l t i e s ,  
an6 t o  c e r t i f y  a l i s t  of such: essessaents  t o  the  co l l ec to r  
of t h e  proper d i s t r i c t ,  who i s  authorized t o  c o l l e c t  and 
account f o r  the  same t o  t h e  comiss ioner .  The l a t t e r  of- 
f  i c i a l s  a r e  ai22ointeii by the  Presicient, by and with t h e  
consent of tile Senate, anc m s t  be r e c i s e c t s  of the dis-  
t r i c t s  i n  which they serve. Aver;:- co l l ec to r  before enter-  
ing q o n  the uut ies  of  is of f i ce ,  i s  ?e3_uireci t o  execute 
a bond, vii-ch not l e s s  tfian l i v e  su re~ ie : ,  coiluitioned q o n  
the  P a i t h i a l  perlorinance of h i s  au.ties. ne i s  then ern- 
owered t o  ap2oint as  manj a e p t i e s  a s  he Il;a> Geein r,ecessar:v, 

!or whose ac t lons  he i s ,  iil a l i k e  manner, helci r e s p o n s i d e .  

~t - In acd i t ion  t o  zhe o ; l f ic ia l  force  :~i2ectl;- en?loyec: i n  
the co l l ec t ion  of the taxes, the re  a r e  aj?~oini;ed by tile COT;- 

missioner a c e r t a i n  numer  of spec ia l  a,e:lts., h o  a r e  ce- 
p io~eci  fro~it the cen t ra l  o f l i c e  f o r  x e  Surpose of criecr:~t;~ 
any a t t e q t e a  evasion o r  sus i~ec tea  co ,qd ic i tg  on tile ? a r t  
of other o f f i c i a l s ;  ; ' ~ . h i l e  the Secretar;  of tile Lrzasurg i s  



authorizes t o  appoint, wherever deeaed necessary- a ,.. ;.:I c e r t a i n  nnnaer of gaukers encL s t o r c ~ e e ~ e r ;  5':- +, . 
I n  1303 inereasin,  ;averment expenaitures l e c  to the 

enactment of a t a x  of 1 per c m t  on the net  iscone or" coxl:>ora- 
xions i n  excess of Fi,UUU. A Corqoration Tax l i lvls ion was or- 
;aiiized ir: tne -:urezil. t o  s ~ ~ ~ e r v i s e  the co i lec t ion  of t 5 i s  tax .  

I n  1313, a f t e r  tne Ccnst i tut ion had been a:4ieideci, I=onLress 
enact ec? a new incoae tax law (Ld ;>Let. ICi ) . 'i'he tax was lm- 
?oseb on inclviauals  a m  cop-orat ion and tne  1'Ab t ax  on cor- 
2orations wz:. r epeale6. ~ o l ~ o s i i L t  tr;e enac ,,ae:it o f  ~ k 2 . s  lan, 
?he Yer*~onal lncoEe 'lax ~/ i -~ is ;or i  was created i n  tne -.urea,, a x i  
tne Corporation lnco,ne .ax uivis ion coiltlr-uac, L O  collecc x e  tax 
on corporatiors 

I n  191:;; the uverp-an Rct ( Y I  Atat ,  2b8) aut i~crizei i  tLs aa--oint-  ,L iJ 
~nent of bondeii deputj- co l lec tors  by tbe co l lec tors  without regard 
t o  tile c i t i l  service rules .  'l'his l e ~ i s l a t i c n  v;a.s enacteo. as  par t  
of tile Zir=ent Deficienc~: A~proprt t ior .  Bctwwhich c m e  up soon a f t e r  
the Uexocratic b i b h i s i r a t i o n  took of f ice  i n  1913, B se r i e s  of 
executive orders ha6 been i s  ?:led by Pr esi i ie~i ts  deve lanu ,  b.oose- 
v e l t  and 'i'af t, coilcerging tile s t a t u s  of i i e p t y  co l lec tors .  Cleve- 
l a r i  2ut them uncier c i v i l  service,  :,oosevelt tool: ti:ex uout anti 
'i'aft covered theifi ii;.,., c i v i l  service a,ain. Yhe r e s u l t  of t h i s  
s e r i e s  of orders war; t ha t  tne 2osi t ions of deputy co l lec tors  Fere 
r i l l e u  by flepublicaas vi!lo viere protectec bz the  c i v i l  service 
r c l e s  . 'the livernau~ ai:icr,ir;nent t o  the Urjext ~ ! e f  iciency Q;>ropria- 
t i o n  kill was designed t o  re l ieve  ths s1l;uatlon. 

There i s  sone ( L O U U ~  wneixer tne mentment l,\ns necessaq . In 
tile course 0 2  the debate, ;enator Over.:.an q ~ ~ o t e o  an opirion of 
the  Attorney General, datec J a m l a r ~  3, 1913, i n  ailich tha t  o f -  
f i c i a l  h e l d  t b a t  t he  tern of of f ice  of a Ceputy co l lec tor  ex2ires 
auJ~omat i ca l l~ -  v?on the apyointment of a successcr t o  i i s  collec- 
t o r  (sir Congressional ,lecora, 5388). 

'i' .~e proponeilts i n  the riouse culltended t k t  the c i v i l  service 
i~aZ been used b$- the Lsepv~lican Party t o  create an enormous 
p o l i t i c a l  .aacb.ine. 'i'?e; al le ,ea t h a t  tLe deputp co l lec tors  ha6 
beer. se lcc teu  f o r  . ~ o l l t l c a l  seravice and ti la^ The a.uen&nent nas 
not aimed a t  d e s t r o y i n ~  the  c i v i l  service,  Svt was intendeu t o  
inake an  elf  i c i e n t  service possiule.  

The opposition i n  trre llouse contended. t n a t  tile oeput3 col-  
l e c t o r s  could be refioved frou ooI'fice i f  the) were i i l e f f  i c i en t ,  
and nence, i t  was unnecessary t o  remove the 2rotect ion of  c i v i l  
service f r o l n  these jobs. It was contcnie:: fwther  t h a t  t h e  ?PO- 
b len could me11 be solved. b:, r e q i ~ l r i n ~  t h e  iieputj- co l lec tors  who 
hau been covereu unc~er c i v i l  service w~ti lout  exaiaination, t o  
take an exminat ion  ant  9enni'i them t o  holu t h e i r  jobs on l j -  i f  
they 2asseii it. 

'i'ne saxe a r ~ m e n t s  mere used i n  the :.enate and i n  auuirion 
it xas asser ted t h a t  the l o l i c  of tne acenu~en t  f i o u l d  m a n  the  



complete abol i t ion  of the c i v i l  service sgstex. Senator kughes, 
a Uaiocrat from Levi Jerseg., even went so f a r  as t o  arkue t h a t  
tne cnrerAan arnenumcnt war, contrary t o  the mi;locratic p l a t fom.  

In  1$41 m e n  the  i~ t to rney  Cenersl 's  cormittee on adnini- 
s t r a t i v e  procedure issucu i ~ s  re2ort on awninistra-cive poceaure  
i n  ~overruaent a tencies ,  i t  found tha t  each co l lec tor  nominated 
c i s  oun s tal'f, subject t o  tne ap2roval of the Coirrmissioner and 
the decretary. 'She ?:.onogra$ points  out t ha t  even s tero: ra9hers 
m a  a c p c t j  co l l ec to r ' s  s t a tu s  ma viere reqr;ired t o  post noininal 
bows.  n t  the end of  tne f i s c a l  year 1939 there were about 8,500 
perr~anent enp10;-ees i n  the co l lec tor ' s  o f f ice ,  but onl;. a few of 
then viere c i v i l  service enplorees ( k u l ~ i n i s t r s t  ive Procedure i n  
Lovernnent Bg,encies, ga r t  9, ?a-e 1, denate vocurent no. 10, 77th 
Congress). 

In  1914 the lureau.was required to  enforce the re;ulatory 
~rovi : ions  of the narcot ics  l a m .  The i i a ~ r i s o n  s c t  of Ijecenber 1'/ 
138 swt. 785) r e ~ u l a t e d  the use of narcot ics  and 7roviaed f o r  the 
pa;nnent of a f ee  of ;;l.OG by ever? gtirson ma l ing  i n  narcotics,  
and the Comnissioner wzs requireu t o  eaforse i t ,  

The Yiorld 'Zar broukht about several cl.~antes i n  the administra- 
t i o n  of i n t e r n a l  taxes, xost  of which arose out of the  const.ai1tly 
increasing revenues of the Goverment. The f i r s t  ';Torla Tiar Act 
was the  hevenue Act of Uctober ;!2, 1914 (38 s t a t .  745), but t h i s  
was a temporary m a s u e  and had l i i t l e  e f f ec t  on the  ac3ninistra- 
t i v e  p o v i s i o n s .  ' h e  r2evenv.e Act of aepteaber 8, 1516, however, 
l ev iea  an e s t a t e  tax, a c a p i t a l  stock tax, ant', a m n i t i o n  manu- 
l ac tu re r s  tax, and these nev: taxes r e q ~ ~ i r e d  f i s t  a&l in is t ra t ive  
::,achinery. An Estate  'llax Givision was organized i n  the iiureau, 
vhich employed a f i e l d  force of inves t iza tors  t o  exmine returns 
and enforce the  tax. The rflunition nanufacturers t ax  was col lected 
only two years but the cap i t a l  stock t ax  i s  s t i l l  i n  e f fec t .  

Ourink 1917 a riumber of tax  cleasvres were beink coa ide reu  
by Corqpess anu the t i n e  Consuled i;~ t h e i r  cons i l~era t ion  placed 
a neayy s t r a i n  on t he  Eureau. i m y  of the proposals ~ o u l i  have 
moGif'ieC the  en t i r c  i n t e rna l  revenue s >  s t e ~ l  and vc.0~16 '!lave neces- 
s i  bated r e o r , , a ~ i z a t i o n  of tne acil7,lr~istretive -A~ac,iner,j. Conse- 
quently, the Coli~n~s sione13 maintaineci close costact  wi th  Congess 
and received confident ial  auvance in fo rmt ion  on the  p r o ~ o s a l s  
i n  order t h a t  he might keep the  col lect ion d i s t r i c t s  infor~:ieci and 
prepares t o  a i u i n i s t e r  ne{' lavis. h r i q  t h i s  3erio6 the dut ies  
,,laced upon tne 5ureail mere botk tax c o l l c c t i n ~  anu rqZula tory .  
It was se lec tec  as the s em; t o  er2orce ti:e prch ik i t ion  laws and. 
other pronibitorj- sneasures. 

The f i r s t  revenue ineasure enacted a f t e r  the a -c la re t ion  of 
war was the Act of October 3, 1317 (40 S ta t .  300). Yhis A c t  
mended m n y  previous 1 e . w ~  and was very L:ifL3icult t o  aiiiiinister 
as a resu l t .  It levied aa excess g r o f i t s  tax, m a  i n  order t o  
i ~ i t e r p r e t  t h i s  part p r o ~ e r l g ,  the Secretary of the Treasury 
selected a group of excess 2 r o f i t s  t ax  advisors i'ron: business 
and professional mer,. I n  aciciibio~, the Bureau was reor;anized 



with t h e  c r e a t i o n a f  nev; of f ices  and divis ions.  A l l  of the  
co l lec tors  were placed unaer the d i r ec t ion  of a  supervisor of 
co l lec tors ,  and the :$I revenue a:,ents were placed under the di-  
r e c t i o n  of a  chief revenue al ent. li'nese t;;;o o f f i c i a l s  vcere 
m d e  equivalent i n  radc t o  aeputg co;nnlissioners. 

Durint 1312 Co11;ress debated a  ia rhe  t ax  h i l l ,  but i t  was 
co t  enacted a t  the time the war enaeu, and f i n a l l y  a  sl;,aLler b i l l  
was agproved on Fehruarg 24, 1919 (40 S t a t .  1057). Unon, other 
thinks the nevi law placed a  t a x  on the prociucts of chi ld  labor  
ana a Child Labor Tax Division nas or,  itnized t o  enforce i t .  'I'nis 
Division vlas abolishes u e n  the ac t  was declared unconstitu.tio.~al 
ia 1~2.2.  The 1913 ac t  a l so  c rea tea  a   supervisor^ Tax ioard of 
b merribers appointed by the Co.missioner witn the  a:-prosfa1 of the 
Secretary. The boara f anctio. e6 f o r  about 6 .?lor-ths anu was fo l -  
lowed by a Co . , l i t tee on A-;peals ana ~tcviev~,  v~hicn xa an ince- 
:lenient unit ol t h e  Lureau rcsponsiole 0111; t o  t ~ e  Colmissioner. 
The Cornittee I s  funct ion was t o  rlcdr and corlsic~er cases a;,iesled 
oy taxpayer; and t o  ansxer the questions asked b; tne into-ne tax 
un i t  . 

'the 1919 a c t  a l s o  y o v i d e d  f o r  the employment of 5 deputg 
comxissioners and adjc.stea tne s a l a r i e s  of co l lec tors ,  i x l ~ d i n s  
a provision t h a t  no co l lec tor  should receive clore . than $6,330 
a Sew.  Pro3 1YPJ t o  1921 there were a  nuiiiber of s n i i t s  i n  t he  
funct ions of t'ne various un i t s  a m  divis ions navin; j w i s ~ i c t i o ~ i  
over iniscellaneous excise taxes. Tiie d t h a t e  rietieloprne~it was 
t h a t  a  hales  'lax Unit sup.;rvise6. the co l lec t ion  of t a x e s  which 
were regariied as purely sa l e s  taxes, ailc.. the  :_iscellaneous h i t  
s~ :pemised  otmr excise ttlxes, such a s  s t a q  taxes ,  teses o n  tr:t,rrs 
f e r s  of s tock  a m  sj2ecis.i tsxes on uusii~esses an; o c i u ~ j a t i o x .  

P r io r  t o  1923 the reven1j.e a l en t s  ailii. I:?spectors ov.tsiiie of 
, iachin~, tcn ser:ved a l l  the s n i t s  of t h e  Sureau and i;rvestigate& 
cases involving a l l  ki:!ds of ... eternal t ax  u a t t e r s .  They were 
r e s p o ~ ~ s i b l e  t o  t he  chief revewe aL en t ,  viho i n  t u r n  xas resyon- 
s i b l e  d i r e c t l y  t o  the  Comissiocer.  Yy 1920 the enforcenent of 
t'ne incoine t a x  had b e c o ~ e  such a d i f f i c t i l t  p?oblerc t ha t  tile F i e l d  
Auditing Uivision &as createti. The m n  a s s i p e d  t o  . t h i s  d iv is ion  
were cnarged with the  inves t i ia t iur ;  of i n c w e  and excess p r o f i ' t . ~  
taxes, but were not required t o  u o  an3 other work. '?he Revenue 
Act of lrovernber 25, 1321 p o v i d e a  fo r  the e-,i3oinbuent of a  'lax 
S i i r ~ ~ l i f i c a t i o i i  Zoard consist in^ of 3 puolic menbers appointed b;- 
the President and 3 o f f i ce r s  of the Bureau OesignateG by the Secrae- 
tary.  I t s  du t ies  -{<ere t o  i n v e s t i ~ e t e  the procedures used b;- the 
Eureau ana t o  m k e  recomen6ations t h a t  nrov.ld siq1i.f) them. 

During the  prohibi t ion era tne Dureau *lad &reat  res?onsibili.ties 
i n  connection viith the enforcement of the l iquor  l a ~ i s .  'l'his work 
ELas been l a rge ly  obviated b;, the  repea l  of tne prohib i t ion  axeria- 
mat; t o  the Con: t i t u t i o n ,  aim accoruin;;l~ an ex te l s ive  c.iscussion 
i s  wu'farrante6. 



V. Senate I n v e s t l p t  ion of 1924-1.926. 

Cn Tebruary 21, Id&. henator C~vzens  introduced n r e s o l u t i o n  
c a l l i n y  f o r  t h e  ab:pointment of a  anec ia i  henate Corni t tee  t o  i n v e s t i -  
ga te  the  C u ~ ~ e a u  of I n t e r n a l  Revenue, and make recomnendations f o r  
co r rec t ive  l e r i s l a t i o n .  The terms of the  r e s o l u t i o n  authorized the 
Conmittse t o  hold hearings but did not permit the  emnloyment of experts .  
As f i r s t  nresented,  t h e  r e s o l u t i o n  contained severa l  "whereas" clauses 
ind ica t ing  t h a t  t h e r e  ha6 been unnecessary aelay i n  decis ions  of 
income t a x  cases,  t h a t  the ae lay  r u d  been charactecized by ine f f i c i ency  
on the  :art of t h e  D u r e a ~  agd implied t h r t  t h e r e  had beel: f raudulent  
and corrupt  p r a c t i c e s  i n  the a ~ i n i s t r a t ~ . o n  of t h e  revenue laws. 
The Finance Committee reported t h e  reso lu t ion  without the  preamble, 
but Scnctor ilobinson s t a t e d  t h T  t h e  r e s o l u t i o n  i t s e l f  was broad 
enmgh t o  enable the  colnmittee t o  m k e  any i n v e s t i ~ a t i o n  t h a t  circum- 
s tances  indicated t 3  be necessary. 

Senator Couzens s t a t e d  i n  t h e  debate t h a t  h i s  reason f o r  in t ro -  
ducing the  r e s o l u t i o n  was the publ ic  c r i t i c i s m  which h a d  been leveled 
a t  t h e  Hu~eau.  There were complaints about a r b i t r a r y  and unreasonable 
assessments, ae lays  i n  f i n a l  cieterminat.ions, and m n y  o the r  i n  jus t ices .  

The r e s o l u t i o n  was a d o ~ t s d  itlarch 12,  1924 and on ldarch 14, the 
Spec ia l  Cornflittee held h e a r i n p  which l a s t e d  until A p r i l  9. On 
Apr i l  1 0  Secre ta ry  1::cllon sent  a  l e t ~ e r  t o  the  ?res ident  i n  which he 
s t a t e d  t h a t  he amroved the pur oses of the  reso lu t ion  but t h a t  
S e m t o r  Couzens had conducted t R e  hear ings  i n  such a  way t h a t  he 
was convinced t h a t  . t h e i r *  so le  purpose was t o  vent some personal  
prievance agains t  himself .  He a l leged t h a t  the  Committee attempted 
<, 

only t o  i n v e s t i ~ a t e  com~anies  i n  which he was i n t e r e s t e d  and t h a t  
they had f a i l e d  t o  show any favor i t i sm but  'had abandoned a l l  con- 
s t r u c t i v e  purposes. i i e l lon l s  l e t t e r  s th ted  f u r t h e r  t h a t  t h e  Committee 
had adopted a  r eso lu t ion  author iz ing Francis  J ,  Beney t o  conduct the 
i n v e s t i p t i o n  on t h e  u n ~ e r s t a n d i y ,  t h a t  n e i t h e r  t h e  Committee nor 
the Governnent would pay him any com-pensation, but  he would be paid 
by Senator Couzens . Meilon char:;ed t h a t  t h e  i n v e s t i ~ a t i o n  in ju red  
the  e f f i c i e n c y  of t h e  Eureau and the taxpayer suffered because the  
nora le  of t h e  60,000 emaloaees of the Department was impaired. IIe 
s t a t e a  "If the imposit ion of p r iva te  resources be permitted t o  
i n t e r f e r e  wi th  t h e  executive ~ d m i n i s t r a t i o n  of ~overnment ,  the 
machiwry of ,zovernment m i l l  cease t c  f u n ~ t i o n . ~  The l e t t e r  con- 
cluded wi th  t h i s  statement : " .uhen, through unnecessary i n t  cr f  erence, 
t h e  proper exerci'se of t h i s  duty i s  rendered impossible,  I must 
advise you t h a t  n e i t h e r  I nor any o the r  man of charac te r  can longer 
take  r e s p o n s i b i l i t y  f o r  t h e  Treasury. Government by inves t iga t ion  
i s  not government ." 

On the  11th  of ~ p r i l  2res iuent  Coolidge sen t  a  messape t o  the 
Seaate a t t ach ing  a copy of Lecretary  dello on's l e t t e r .  In  h i s  message 
the  President sa id  t h a t  h~ would always l a y  before the  ;enate any 
information t h a t  was not of a  c o n f i a e n t i a l  nature ,  but  t h a t  the  
a t t a c k  b e i w  made on t h e  Treasury went beyond any l e g i t h a t e  require-  
ments. Coo1idp.e a l l c r e d  t h a t  t h e  a p p i n t m e n t  of an a ~ e n t  and a t torney 
t o  a c t  i n  behalf of t h e  United S t a t e s  but  t o  be paid from Eome 
source other  than  'ireasury, v io la ted  an a c t  of 1917, and t h a t  t h i s  
unwarranted i n t r u s i o n  nus t be r e s i s t e d  by t h e  Executive. He s t a t ed ,  
"Under a  procedure of t h i s  kinu the  Constit1;tional p a r a n t e e  aca ins t  
unmarranted search ana se izure  braeaks down * a *". The conclusion 



of t h e  l e t t e r  was, ''If it i s  t o  continue,  i f  t h e  government i s  t o  
be thrown i n t o  d i s o r d e r  by it, t h e  r e s p a r i s i b i l i t y  f o r  i t  must r e s t  
on those  who a r e  unaer tdcing i t .  It i s  time t h a t  we r e t u r n  t o  a 
govenment under and i n  accordance wi th  t h e  usua l  forms of t h e  
law af  t h e  land. The s t a t e  of the  TJnim r e q u i r e s  t h e  inunediate 
adopt ion of such a course ." 

very s p i r i t e d  debate foilolved t h e  r e c e i p t  of t h e  i ; r e s iden tTs  
messaze and p o l i t i c a l  charzes of a l l  kinds were made. Prenara t ions  
mer?e being made f o r  the  p o l i t i c a l  conven t ims  t o  nominate h e s i d e n t i a l  
c snd ida tes ,  ana t h e  bcnators  of ooth p a r t i e s  t r ;  ed t o  t u r n  t h i s  
d i spu te  t o  t h e i r  p o l i t i c a l  advantage. 

I n  t h e  course of the  uebate Senator iicKellar quoted a l e t t e r  
which hed been received a few days before by one of t h e  members of  
the  Cornnittee from Secre ta ry  I M l o n .  I n  i t  i lel lon s t a t e d  t h a t  he 
f e l t  the  C o m i t t e e  should make an inm-ediate i n v e s t i g a t i o n  i n  o rde r  
t o  s a t i s f y  i t s e l f  and the  publ ic  whether o r  not t h e  commnies i n  

'which he. was i n t e r e s t e d  had received any favor  f m m  t h e  Government. 
B few Zays l a t e r  he s e n t  t h e  l e t c e r  described. above t o  the  i res ic ient .  
aene to r  Robinson a t t acked  the  v a l i d i t y  of the  s ta tements  made by 
k e l l o n  o n . t h e  ground t h a t  it was impossible t 9  i n t e r f s r e  t:iith t h e  
e f f i c i e n c y  of the  Bureau o r  aemoralize t h e  60,OC)O employees of the  
Treasiarg by merely ask ing  f o r  t h e  t a x  r e t u r n s  of the  compani-es i n  
which Xel lon was i n t e r e s t e d .  No demand had been made t h a t  the  rec0rd.s 
be fu rn i shed  but Xellon hnd turned then over t o  the  Cormnittee 
v o l u n t a r i l y .  He a l s o  painted ~ u t  t h a t  t h e r e  coulci be no v i o l a t i o n  
i n  t h i s  ins tance  of a C o n s t i t u t i o n a l  !;uarantee apai.11~ t unwarranted 
sea rch  a n i  s e i z ~ w e  because t h a t  s e c t i o n  protected p i v a t e  c i t i z e n s  
and rras not a yuarantee t o  ! ~ u b l i c  o f f i c i a l s  nyains t  n~! ) ; l i c i ty .o f  
t h e i r  records.  

Senz to r  Borah pointed 3ut t h t t  vihen an i n v e s t i m t i n g  c a m ~ i t t e e  
demanae8 c e r t a i n  f i l e s  from t h e  a t t o r n e y  General, and he refused 
t o  f u r n i s h  them because they  w r e  c o n f i d e n t i a l ,  t h e  dresi(1ent 
reouested the  i m e d i h t e  r e s i g a t i m  of the  ~ t t s r n e y  General. On 
the  o the r  hand, when the  hec re to ry  of t h e  'I'raasury manifested 
impatience and resentment toward an inves t i :  a t i o n  of Tax r e t u r n s  
i n  which he was i n t e r e s t e 2 ,  t he  Pres ident  assumed an e n t i r e l y  
d i i f e r e n t  a t t i t u d e  and s e n t  a message t o  t h e  benate  seeking t o  c a l l  
a h a l t  t o  the  i n v e s t i g a t i o n .  

The yues t i  on of p r o h i h i t i o n  enforcement was a l s o  bragged i n t o  
the  a r p n e n t ,  a s  i t  i x d  heen c'rla.lyed t h a t  t h e  Bureau was not makine: 
a s u f f i c i e n t  e f f u r t  t o  enfarce  the  lem.  The p r i n c i p a l  i s sue  was 
whether s e c r e t a r y  Xellon ha3 any connectio2 wi th  a fo recd  l i q u o r  
pcrmit on the  b a s i s  of vrfiich a saloon keeper i n  P i t t s b s r g  had 
obtained e. l e r ~ e  ~ , . , tant i ty  of rvl~isltey f r : i m  a  bonded vra-?ehmse. 

Some of t h e  sena to r s  attemgted t o  defen?  Lonetor Coczens' ac t ion  
i n  ac ree ing  t o  pay ;?. !lerieyts salar3; hi:ilfielf but u l t i m t e l y  the 
Senate mended t h e  e a r l i e r  i~csol1:tion so  as LC pcrmit the Coxn:tt-;e 
t o  h i r e  e x ~ e r t s .  



& i ? i t j  s n a l  ::earinys una-er t h e  ncw r s s o l l ~ t i o n  :.lelJe held  from 
i\jovemo8 r &, 1324 unt i l .  June 1, 19%. un Januwy is!, 1926 t h e  
Conmittee f i l c d  a .?a.rtial r e a o r t  and on February 2 f i l e d  t h e  second 
p a r t  of i t s  r e p o r t .  The minor l ty  v i e w  were published on February 26. 

The hear ings  wc?m extremely voluminous, but  c o n s i s t  u r imar i ly  
of t h e  exernination anci d iecuss ion  of pa;;ticuI.ar cases  A i c h  had been 
before  t h e  Fureau. There were, hoaever, a  number of r e fe rences  t o  
t h e  adequacy of t h e  a .dminis t ra t ive  machinery. 

' 

The Committee heard t h e  t e ~ t i r n o n y  of Frank 2. Trazior, a f o r m r  
ennlogee of t h e  l!,ureau, on t h e  quest i .m of h e c e n t r a i i z i q ~  t h e  work 
of t h e  h r e a u .  F r a z i e r  pointea out t h a t  t h e r e  x e r e  two f i e l d  orpan- 
j.zat.i.ons i n  t h e  Surenu. One lws t h e  co:Llecl;i3n s e l v i c e ,  cnder the 
su.nervi .~i?n of 65 ccl.l.ectors, Which had 7,000 peo-ole an2 w.s c h a r ~ e d  
v:i-th t h e  co:.lecti.on of rcvenue - - end the  s u d i t i n g  of individual. incons 
t ax  r e t u r n s  below &3,u00. 2ns t  of i t s  employees xere  not coverea 
by t h e  c i v i l  s e r v i c e  m l e s .  The zecsna f i e l d  orm.nization na.s the 
f arc.; of 3,UOO peonle knom cs i n t e r n a l  1-evenue q e n t s  snd i n s ? e c t o r s ,  
;vho were unBer t h e  d i r o c t i n n  of ::(I i o t e r n e l  1.evenue e.r-ents j.h c h r h ? e .  
'i'he people i n  t h e  ?.cents 1 ol'f i c e s  were a l l  c i v i l  s e r ~ s i c o  emnloyees, 
but  6S.d no t  do m c h  audit ' ing exce!>t i n  those  ceses  r e f e r r e 6  t o  them 
by ,.io.shin5ton. Q a z i e r  ~ o i n t  e t  out t h a t  7,iiC;O,c100 r e t u r n s  were 
audi ted  in t h e  f i e l d  and t h e  nor!c i n  ';iasb.ingtm was consS.derably i n  
a r r e a r s .  :-le s t c t e d  t h c t  i t  nas 11:s cpinion t h n t  a']. auclitinr,. ouyht 
t o  'be done i n  the  P i e l a .  

b. hash, t h e  Ass i s t en t  Commirsion?r of I n t e r n a l  %venue, s t s t e d  
t l iut  2 u r t k . e ~  d e c e n t r a l i z a t i o n  had not taken p h c e  Secanse t h e r e  :xcs 
not a proper or?anizat ion f o r  the  au6 i t ing  of a l l  r e t u r n s  i n  the  f i e l d .  
E i s  izeasons f o r  t h i s  statement nere  t h a t  t h e  men i n  t h e  f i e l t  were  
not  a l l  c i v i l  se rv ice  ernpl.oyees, were not t e c h n i c a l l y  q u d i f i e d  t o  
hantile h i i f  i c u l  t r e t u r n s ,  and were m t  pe.il! ?l i ;~h enouch s a k r i e  s .  

I&. Hartson, S o l i c i t o r  of t h e  Bureau, t e s t i f i e d  t h a t  aecen t ra l -  
Fzation promotes a l a c k  of imiformity  i n  t h e  ru l ings .  8e s t a t ed  
t h t  i t  i s  ~ ~ e s i r a b l e  t 3  p t  tsxpa,versl cases  s e t t l e d ,  but  it i s  more 
lmr~or tant  t o  t h e  same taxpayer t o  be trez-ted t h e  same way t h a t  e t h e r  
t a x ? a y e r s  i n  o t h e r  j u r i s d i c t i o n s  a r e  t r ek ted .  

Mr. F r a z i e r  concluded by p r o y s i n g  t h a t  the 3veman Act be 
repealed,  a l l  the  f i e l d  f o r c e s ,  except t n e  p r o h i o i t i ~ r .  f o r c e s ,  be 
conso l i aa tea ,  an6 t k a t  t h e  a u d i t i n g  of p r a c t i c t i l l y  a l l  income t a x  
r e t u r n s  be done i n  t h e  f i e l d .  IIe pre2ic ted  t h a t  t ? G s  wou1.d speed 
up the  work of t h e  Bureau, and t h a t  i t s  a??pro?r ia t ions  coulrl be 
redwced by s e v e r a l  m i l i i o n  doa la r s  a t  an  ear-7 ca te .  

A t  a  l a t e r  po in t  Iir. itash t e s t i f i e d  t o  t h e  same e f f e c t  a s  
I&. F r a z i e r  t h ~ t  the re  were tvm f i e l d  or@ani.zations,  one under the 
c o l l e c t o r s ,  which was not c i v i l  s e r v i c e ,  and one under the  anents ,  
~ h i - c h  was c i v i l  se rv ice .  He s a i d  t h a t  he ~v,vou'_E l i k e  t o  see  a l l  of 
the  f i e l d  xork unaer one admin i s t ra t ive  hea6, but  t h a t  he d i d  not  
believe the  problem could be solved by conbinin? t h e  c o l l e c t o r s '  
o f f i c e s  and t h e  a e e n t s '  o f f i c e s  because so  mny  of t h e  c o l l e c t o r l s  



employees were pc!.itical anpoic tees .  Xash t e s t i f i e d  t h c t  t h e  men 
i n  the  a ? e n t s t  o ~ f i c e s  d i d  a  h igher  type  of work en; received on 
the  aver?-ge, h igher  s a l a r i e s  tkan t h e  cielcuty c o l l e c t o r s .  

5entl.tor Kin:;-, riho was a merdxr of t h e  Co,mittec,  states t k t  
he f e l t  i t  ~ o u l d  be b e t t e r  t o  have one o rgan iza t ion  and have i t  
r e e u o n ~ i b l e  t o  m s h i n y t o n ,  r a t h e r  than t o  l o c a l  c o l l e c t o r s .  He 
wantell t o  know whether s e c r e t a r y   dello on w c d d .  s-oonsor euch a  move 
and ~{hethcr it would be approved by t h e  Treasury Geyertment . Jr. hash 
s t a t e d  t h a t  it had been s tudied very carefu1i.y by t h e  Treasury,  but  
t l ia t  any such pranosa!. wo;ould r e q u i r e  a  u r a s t i c  change In  t h e  lr -w 
i n  orCer t o  keep t h e  e i f i c i e n t  peonle wno a i d  not have c i ~ i l  s c r v i c e  
s t a t u s  but  who should s t ay  i n  t he  i n t e r n a l  revenue se rv ice .  Senator 
#in,q expressed h i s  view a s  beinp t h a t  the  d u t i e s  of t h e  c o l l e c t o r s  
should be t r a n s f e r r e d  t o  t h e  revenue azents.  

V I .  Senate Committee kepor t  of 1926. 

The i n v e s t i z a t i o n  of t h e  S ~ e c i a l  Senate Committee o e a l t  p r imar i ly  
with t h e  s d m i n j s t r a t i o n  of the-income and e s t d t e  t a x e s ,  I n  a c c i t i o n ,  
t h e r e  were i w e s t i p t i o n s  of the  a d m i n i s t r s t i o n  of the  urohi ' ; i t i?n  
l a w  and of the reasons  f o r  yea r ly  v a r i a t i o n s  i n  t e x a b l e  income, In  
i t s  f i r s t  r e p o r t  t h e  Committee took up t h e  i n v e s t i p a t i o n  of the  income 
ta.x a d m i n i s t r a t i o n  and s t a t e d  t h a t  a subsequent report  nouli! be  f i l e d  
on t h i s  same s u b j e c t .  Booarently t h e  se'cond r e p o r t  h ~ s  pevor been 
f i l e d .  

'the two p r i n c i ? a l  abuses which the  Ccmnittee found i n  t h e  admin- 
i s t r a t i o n  of t h e  income t a x  were si lowances f o r  d iscovery d e p l e t i o n  
and allowances f o r  amor t i za t ion  o f  mr f a c i l i t i e s .  Tn connection 
wi th  i e ~ l e t i o n  ailowances the  Committee found t h a t  3ureau o f f i c i a l s  
s u p e r i o r  t o  t h e  enr inee r s ,  were s e t t i n g  a s i d e  sound determinat ions  
of value ant! s u b s t i t u t i n g  excess ive  ones on the  b a s i s  of a n a l y t i c  
a p p r a i s a l s .  This p r a c t i c e  nas f orbiaden by the  r e p l a t i o ? s ,  bu t  t h e  
r e e u l a t i o n s  were being c o n s i s t e n t l y  icnored and t h e  Committee 
recomen6ed an amendment t o  t h e  law. The Committee a l s o  found tkt 
t h e  herd of t h e  Engineering Div i s ion  was u n f i t  t 3  hold his  p o s i t i o n  
and t h ~ t  che re  was a  growing tendency t o  make a  prouuction record 
regard less  of p r i n c i p l e  an3 t o  p ive  pere i s t e n t  and i n f l u e n t i a l  tax-  
payers anything they demanded i n  order  t o  reach n se t t l ement .  The 
abuses found i n  connection w i t h  t h e  amor t i za t ion  of war facilitSes 
were numerous and c m s i s t e d  of complicated rnet?.ods of a l lowing 
g r e a t e r  amor t i za t ion  than  was permitted by t h e  revenue laws. On 
t h i s  point  t h e  Cov!mittee r e p o r t  s t s t e s  t h a t  taxes  on about ~140,C~U0,000 
of anor t ized values  could ; ~ e  saved i f  Conpress took prompt ac t ion .  

The Committee a l s o  follnd t h a t  it xas t h e  C o ~ m i s s i o n e r ' s  cons i s t en t  
p l i c g  t o  exceed h i s  a u t h o r i t y  t o  com?romise t axes  and i n  many cases  
he gave unsecured c r e d i t o r s  ana s tockholders  of inso lven t  c o r ? o r a t i m s  
precedence over cl.aims f o r  taxes .  The C o m i t t e e  c o ~ c l u d e d  t h a t  the 
f r sud  nenal ty  was never en forced ,by  t h e  Conmissioner. 



The adminis.t;rative reasons 'behind tnese  abuses we;'e ciiscusse8 
i n  a e t a i l  by the  Co~nmittee. The repor t  s t akes  t h a t  the "pract ica l . lg  
unlimited d i s c r e t i o n a r y  power vested i n  t h e  C~mv.issioner of In te rna l  
hevenue" was r e a l l y  being exercised by the  heads of the  d iv i s ions  
of the Bureau. There were no adequete r u l e s  or  r e s t r i c t i o n s  govern- 
ing the  d i v i s i o n  heads an2 t h e i r  work could not be reviewed unless 
a taxpayer was d i s sa . t i s f i ed  wi th  t h e i r  determinations or  a refund 
i n  excess of ,$5U,!NO Nas involved. Lven subordinetes mithin the 
d i v i s i o n s  we:le unable ti) p r o t e s t ,  because it was t h e  policy of the 
income tax  u n i t  t o  discoure.ge complaints and p r o t e s t s  by employees, 
and no d i r e c t  comrmnication wi th  the  S o l i c i t o r  o r  the Commissioner 
was perni t ted .  

One of t h e  p r i n c i p a l  de fec t s  discussed by t h e  Committee was the 
f a i l u r e  t o  pub l i c ize  p r i n c i p l e s  and p rac t i ces  t o  be followed i n  the  
determination of t a x  l i a b i l i t y .  They found t h a t  t h i s  r e su l t ed  i n  
g ross  i i i s c r i m . i n ~ t i o n  because employees of t h e  Income Tax Enit  had 
no uriiform p r i n c i p a l s  t o  follow; t h a t  taxpayers 'of t e n  f a i l e d  t o  
claim allowances because t h e y  d i d  not know t h a t  s i m i l a r  alloviances 
had been granted t o  o the r s ;  t h a t  because precedents were n o t  published, 
taxnayers were forced t o  employ former em loyees- of the Incone Tax 
Unit t o  advise  them i n  t a x  cases,  which p  ! aced an a r t i f i c i a l  premium 
on t h e  value of t h e  se rv ices  of such persons and enabled them t o  
c h a r ~ e  excessive f e e s ;  t h e t  t h e  demenci f o r  the  se rv ices  of ex-employees 
of t h e  Bureau caused an enormcus turnover i n  t h e  personnel of t h e  
Bureau; and t h a t  because of the  unse t t l e6  s t t . t e  of t he  law, many 
claims were f i l e d  which should be s e t t l e d  by ppecedents. 

The Committee concluded t h n t  t h e  pub l i ca t ion  of r u l i n g s  would 
be t h e  s t ronges t  poss ible  d e t e r r e n t  aga ins t  t h e  making of unsound 
r u l i n g s ,  but  t h a t  ins teed  of following such a course, it was the  
pol icy  of t h e  Bureau t o  f i x  taxes  by barcain so t h a t  t h e  most per- 
s i s t e n t  t r a d e r  ,zot t h e  lowest tax.  Although t h e  Committee recognized 
t h z t  t h e r e  were object ions  t o  throwing open t h e  records of the  Jncome 
Tax Unit t o  t h e  public,  it suggested t h e  necess i ty  of f:iving an 
opportunity f o r  some ou t s ide  s c r u t i n y  t o  p ro tec t  the  publ ic  apains t  
d iscr iminat ion.  

In  connection with the inves t iga t ion  of allezed. deiays  i n  the  
c los ing  of t a x  cases,  t h e  Committee found t h a t  many deleys  took p h c e  
and were the  r e s u l t  of barzaining with t h e  taxpayers and the  g m n t i w  
of many extensions of time t o  f u r n i s h  infornat ion r e q u i ~ e d  t:, deternine  
the  v a i i d i t y  of deductions. 

On February 6, 1926, more than t h r e e  weelis a f t e r  the  f i l i n g  of 
the  major i ty  r e p o r t ,  two of t h e  f i v e  members of the  Comnlittee f i l e d  
a  repor t  containing t h e  minor i ty  views. I n  i t  t h e y  severe ly  c r i t i c i z e d  
the  major i ty  f o r  t h e i r  handl ins  of the  i n v e s t i ~ a t i o n  and t h e  repor t ,  
and they a l s o  attemyted t o  r e f u t e  a l l  of t h e  c r i t i c i s m s  made i n  the 
major i ty  repor t .  

The comments on t h e  Coxmittee procedure were t h a t  most of the 
cases d iscussed i n  t h e  repor t  had not been t h e  sub jec t  of hearings 
bu t  had been e x a ~ i n e d  a f t e r  the  c lose  of the  h e a r i q ~ s  from photos ta ts  
made from i n t e r n a l .  revenue f i l e s .  The r e p o r t  mas prepared by counsel 
and the  Bureau was given an inadequzte opnortunity t o  cornlent on it, 



The Cc~mmittee qever met t o  c i ecuss  t h e  repor t  Etnc i t  was p b l i s h e d  
h a s t l l . ~ ,  : i v i n g  an erroneous impression t o  the pub l i c  of the  s t a t e  
of work i n  the  Bureau. 

s i i th  r e s p e c t  t o  t h e  comments of the  mfijority on admin i s t ra t ive  
p r o c e & ~ r e  i n  t h e  Rureau, the  minority made s e v e r a l  :Lrguments. F h t ,  
they  s t a t e d  t h a t  t h e  Connit tee had never exmined the  3ureau proce- 
dures  a t  f i r s t  hand a s  t b e y  had been i n v i t e ?  t o  d o  by t h e  Bureau 
off icia1.s. Second, t h e y  contended t h a t  t h e  p r e c t i c e  of d e l e ~ a t i n g  
au.thori tg t o  ciivj.sion heads was ' j u s t i f i e d ,  because i t  would be 
impossible f o r  a l i  t h e  a c t i v i t i e s  of the  t:u.-ea~? t o  be under the 
n i r e c t  personal  suporvis ion of t h e  Coinnlssioner. The minor i ty  
be l i eyea  t h ~ t  t h e  review procedures were adequate and t h a t  every  
s t e p  poss ib le  had been taken t o  p r o t e c t  the i n t e r e s t s  of the 
Government. The minor i ty  a l s o  contended t h a t  an enormous num'oe~ 
of r u l i n ~ : s  and r e g d . a t i s n s  had been published and t h a t  the b u l l e t i n s  
i n  vfhich r u l i y  s appeared had, f o r  t h e  preceding tvm years ,  contained 
a  ststement on t h e  cover '  t h a t  ''no unpbl. ished r u l i c  or  d e c i s i o n  r~il.1. 
be ,cited o r  r e l i e d  uyon by any o f f i c e r  o r  em~logee  of the Bureau 
of I n t c r n e l  FLevenu.e a s  a precedent i n  t h e  d i s p o s i t i o n  of o t h e r  c a s e s , "  
F i n a l l y ,  t h e  minor i ty  a t t enp ted  t o  shovi t h a t  the '3uresu had accom- 
p l i shed  a ? r e d  deal  ~ ~ a i n s t  vory ser ious  obs tac les .  

The nuinber and amount of t a x e s  i a d  been increase2 en,rmxsly 
between 1316 and the  end. o f  t h e  inves t iga t ion ,  which ha8 cacsed the 
Sureau t o  e x p n d  i t s  pe r some1  i n  an at tempt t o  handle t3e volrtm 
of work. I n  a c d i t i o n ,  new ty2es of taxes were i n p s e r ?  and a w e a t  
many nevr d u t i e s  were impmed on the  9 l ~ e m .  The minor i ty  f e l t  t h e t  
t h e  nureau. had overcome t h e  p r e a t e s t  d i f f i c u l t i e s  an? had s u c c s e d d  ' 

i n  becomiqy practice1l .y cument  i n  i t s  work. They f e l t  t ha t  the 
i n v s s t i ~ n t  i o n  had been l imi ted  t o  ind iv i6ua l  cases and had not gone 
i n t o  v e r - a l l  accomplislments of t h e  Bureau. The conclxding qaragraph 
of t h e  minor i ty  r epor t  i s  as fo:l..iows: 

"The accomplishments of the  bureau i n  co i i e  c  t irq more 
t ? i n  :630,UUO, OOG, 000 i n  revenue and i n  auhit.i.ng and  c l o s i r q  
58,0W,U00 cases has been subjected f o r  the  l a s t  yea r  and 
t h r e e  months t o  t h i s  type  of c r i t i c a i  inventi::ating by the  
investj.i..ating c o m i t t  ee and it s  s t a f f , ,  co~n?os cd of some 
50 lawyers,  engineers ,  accountants ,  anti c lcr l t s .  It -has 
r e s u l t e d  i n  a c r i t i c i s m  of var ious  r e p i l a t i o n s  :rrl~ich had 
received t h e  approval  of two a i l m i n i s t r a t i ~ n s  and many 
c3m;letent and able  author it i e s  on t a x a t i o n ,  bes ides  d i sc ios ing  
a  di.t's:'erencs of jud!:ment i n  sone s?ecil ' ic  cases.  The i r ~ v e s t i -  
 ati ion has  d i sc icsed  39 h i n t  of any i rm.gu la r i ty  or  Prau6. 
L 

That t h e  bureau. can so s u c c e s s f u l ~ p  v i t h s t a n d  suc5 a  s e s r c h i ? ~  
and c r i t i c a l  i n v e s t i y a t i o n  i s  s. :seat t r i b u t e  both  t o  i t s  
present  ana pas t  o ? f i c i a l s  and emloyees .  The b u r e m  i s  
e n t i t l e d  to  t h e  r e s p e c t ,  a?m.iration, and p r a i s e  of the  
Congress and of t h e  country f o r  t h e  honest  and e f f i c i e n t  
way i n  which it has p c r f ~ r m e d  i t s  work,'' 



VII. Recent Developmc?nts i n  Ailministration. 

t h e n  t h e  o f f i c e  of t h e  superv i so r  'of c o l l e c t o r s  was 
abolished. some time a f t e r  1920, a new procedure was e s t a b l i s h e d  
f o r  t h e  examination of col le  c t o r s '  off  ices .  The men who had 
been employed by t h e  s u ~ e r v i s o r  of ~ o ? ~ i e c t o r s  m d e r  c i v i l  s e r v i c e  
becane superv i so r s  of accounts and c o l l e c t i o n s .  They were placed 
under t h e  d i r e c t i o n  of a  Lleputy Cowiissioner and organized 
i n t o  an  Accounts and Col lec t ions  1T~i.t c rea ted  i n  3.922. They 
have been used  t o  suuerv i se  t h e  personnel of' toll-eotion d i s t r i c t s ,  
t~ t r a i n  new personnel ,  and t o  syeed up co.Llection d r i v e s  in 
d i s t r i c t s  where r e c e i n t s  lag. The purpose of t h e i r  a u d i t  of 
t h e  co3.lectors '  books i s  t o  mainta in  arrreement between the  
c o l k  c t o r s l  books an6 t h e  arnowts c ' ff ir~c~d a r a i n s t  them a t  the 
Ijure8.u i n  :Jashington. They a l s o  ~ - e p o r t  on t h e  g e n e r a l  efi ' iciency 
of t h e  ernl>loyee~, and before  t h e  bulk of c o l h c t o r s  ' emnlogees 
were covered unaer c i v i l  s e r v i c e ,  t h e y  reviewed e f f i c i e n c y  
r s t i n ~ s  and had considerable  c o n t r o l  over th.e pers3nnel  of the  
c o l l e c t o r s  ' o f f i c e s .  

iJ'ith.out b e n e f i t  of l e ~ i s l a t i o n  t h e  Bureau took s t e p s  i n  
1927 t o  improve t h e  work of t h e  c o l i e c t o r s '  o f f i c e s ,  p n r t i c u l a r l y  
where inadequacies r e s u l t e d  from t h e  f a c t  t h a t  t h e  c o l l e c t o r s  
were p o l i t i c a l  appointees .  C o l l e c t o r s  were persuaded i n  most 
ins tances  t o  appoint  t h e i r  ch ie f  Zeputies o r  chief  c l e r k s  as 
"Assis tant  t 3  t h e  Col-1-ector". A t  t h e  t k e  t h i s  .was done t h e r e  

no requirement t h a t  t h e  A s s i s t a n t  t 3  the Col lec to r  be a 
c i v i l  s e r v i c e  o f f i c e r ,  but i n  many cases  t h e  men appointed were 
under t h e  c i v i l  s e r v i c e .  According t o  t h e  I n t e r n a l  geveaue 
Vknual (1936) t h e  A s s i s t a n t  t o  t h e  ColLector i s  under the  
g e n e r a l  d i r e c t i o n  of and respons ib le  t o  the  c o l l e c t o r .  It 
i s  h i s  Guty t o  y lan,  organize,  coordinate ,  s n ~ . m ~ v i s e ,  and be 
d i r e c t l y  r espons ib le  f o r  t h e  o p r a t i o n s  of the  o f f i c e  o r ~ a n i z a t i o n .  
Be assumes the  d u t i e s  of t h e  c o l l e c t o r  i n  t h e  coi1 .ec tor ts  
absence. The chief  weakness of t h i s  o f f i c e  i s  t h a t  the  c o l l e c t a r  
i s  f r e e  t o  choose any menber of h i s  s t a f f  and t o  chanye a s s i s t a n t s  
a t  w i l l .  

. In 1326 Congress au thor ized  t h e  Pres iden t  w i t h  t h e  consent 
of t h e  Senate  t o  appoic t  a S p e c i a l  Deputy Conmissloner of I n t e r n a l  
Aevenue. This o f f i c i a l  has  such d u t i e s  as a r e  y,rescribod by the 
Commissioner o r  author ized by l a n .  (44 S t a t .  126). 

The Act of kkty 29, 1928 (45 S t a t .  832) provided t h a t  the  
s a l a r i e s  of c o l l s c t o r s  of i n t e r n a l  revenue could be read jus ted  
and incl*eased under r e g u l a t i o n s  p resc r ibed  by the  Commissioner 
wi th  t h e  approval  of t h e  Secre ta ry .  It a l s o  l i m i t e d  t h e  amount 
received by axv c o l l e c t o r  t o  $7,5UO per  year.  

On Slarch 2, 1989 l e g i s l a t i o n  was enacted (45 S t a t .  1496) 
changing the s a l a r i e s  of s t o r e k e e g e r - g a u ~ e r s  from a  per diem 
b a s i s  t o  annual  s a l a r i e s  based on t h e i r  t h e n  e x i r t i n g  pcr  diem 
r a t e s .  



In 1934 an ac t  nrae passed (48 S ta t .  758) 'ihich reorganized 
the l e c a l  branch of ths Bureau of In t e rna l  Revenue. Pr ior  t o  
the enactment of t h i s  l a w  there  was a S o l i c i t o r  of the Treasury 
who h a d  powers i n  a l imited f i e l d  not assigned t o  o ther  l e c a l  
o l f i c e r s  of t he  Depirtrnent, a General Ccunsel f o r  the Bureau of 
In t e rna l  P.evonue, an Assistant General Counsel for  the Bureau, 
and an Assistant S o l i c i t o r  of the Treasury. 

The report of the House Committee on Jays and ?ieans s t a t ed  
t h a t  "the're i s  no responsible l e r a l  o i f i c e r  i n  t h e  Treasury 
mith po:!er t o  co4)rdinate the l e z a l  woric of these separate proups 
of lawyers and t o  prevent waste and dupl icat ion of e f f a r t  moqq 
them" ( r spo r t  No. 704, 73rd Conpess,  page 40). 

The new l a w  created t h e  of f ice  of General Counsel, who 
i s  a y o i n t e d  by the  Presiaent with t h e  advice and consent of 
the Senate. In  addi t ion,  the Presiaent i s  authorized t o  appoint, 
with the consent of the Senate, an Assistant General Counsel 
f o r  t h e  Rureau of In te rna l  Revenue. Five other  Assis tant  
Gene r a l  Counsels were authorize6 to  a s s i s t  the General Counsel 
i n  t h e  perfornance of h i s  du t ies ,  but tnese apl~ointments are 
made by the  Lecretary of t h e  Treasury anu o n l y  the ~ s s i s t a n t  
General Counsel fo r  the Bureau i s  aqpointed by the  Fresjdent 
and confirmed by the Senate. 

The General Counsel i s  vested with the po-wers, dut ies ,  
and funct ions of the General Counsel fo r  the Sureau of In te rna l  
Aevenue, the  Assis tant  General Counsel f o r  the  Rureau of In te rna l  
Kevenue, the  So l i c i t o r  of the  Treasury, and the Assis tant  So l i c i t o r  
of the  Treasury, a l l  of v~hich of f ices  were abolished. 

The ~evenue  Act of 1934 i n  which these provisions r e l a t i ng  
t o  t h e  l e p l  s t e f f  of the Treasury were incorporated, had been 
introduced fo r  t he  purpose of increasing the  revecue by preventins 
tax avoidance. i'iumrous amendments i.lere made i n  the r a t e  
s t m c t u r e  and i n  the detai led tecllnical provisions of the tax 
laws. I n  the course of t h e  debate Co~res sman  1:lcFadden .made a 
speech concerning the  information which had been accunuhted 
coccerning f orrner Secretary ~. ie l lon 's  admiriistration of the  Rureau. 
I n  adtiition t o  c r i t i c i z i n g  the  c m f i d e n t i a l  rul ings which were 
used, extensively auring Mellon's administrat  ion and the  compromises 
which were entered in to  a t  t h a t  time, Con~;ressrnan :.:cFaclden 
severely c r i t i c i z e d  the txaeiltment ~qhich had been accorded 
emnloyees of the  Bureau. 'He a l lefed t h a t  emnloyees were 
1i'nereU.y rernrarded .a t  t he  C'overnmentts expense if they a s s i s t ed  
Irtellon t o  enrich himself, o r  the companies i n  which he was 
in te res ted ,  t h r o u ~ h  the  avoidance of taxes. Ye a!. leged fu r the r  
t h a t  those ~yho did not serve iGellonls puzposes could not advance 
an2 th3se who dared t o  question h i s  a c t i v i t i e s  w e r e  "demoted, 
dismissed, dishonored and d i s ~ r a o e d " .  Be a l s o  contenaed t h a t  
c i v i l  service emnloyees of the Bnrean were never >?ranted the 
hearincs t o  d i c h  they were en t i t l ed  under  the l aw  i f  t h e i r  
s t a t u s  was affected by the act ion of ifellon o r  h i s  associates .  



In 1338 tw:, nevi u i v i e i o n s  concerned w i t 3  t a x a t i o n  problems 
viere crea ted  by udministrat ivw e . c t i m .  These were t h e  1)ivision 
of Tax i lcsearch and t h e  oj'f i c e  of t h e  Tax 1 , e ~ i s h t i v e  Counsel. 
~l.tihoi.~gh n e i t h e r  group was su:p?osed t o  be a part of t h e  Rureau 

. o r  m s ? o n s i b l e  t o  t h e  Commissioner, their s a h i r e s  and es>enses 
were ?aid out  of t h e  annual. E n  ~ o p i a t i o c s  f o r  t h e  Bureau. The 
Treasury Department Appropr ia t ion Act, 1944 (57 St2.t.  2 5 ~ )  i s  the 
f i r s t  l n ~ i s ~ a t i v e  re fe rence  t o  t h e s s  c;ivis.i.ons. Separa te  a p r o -  
2 r i . a t i m s  hhve 't: en provided f o r  t:,le:n s i n c e  June N, 1943, 

Tn 1938 ,Secretary ; . ior~~enthau ueci.&ed t o  i i ecen t ra l i zc  the 
se'itie:mnt machinery of t h e  Bureau o f  I ~ t e r r i a l  ikvenue. The 
purpose of d e c e n t r a i i z a t i o n  was t o  cre<. . t  a sin{j;le u n i f i e d  s e t t l e -  
mcnt and t r i a l  agency w i t h  of'? i c 3  f a c i l i t i e s  vrhich viere near the  
tcxy\ayerfs rec idence  or p lace  of bus iness ,  The p r o ; , m n  i s  
c!escribec! i n  an  a r t i c l e  by i.:.ilton ii. Car te r ,  an o l ' f i c i a l  of the  
Eureau, i n  17  Taxes 4u3 (1939) anii t h e r e  i s  e mwe u e t a i l e d  
6 i:ci~ss.ion i.n -9 o f  t h e  msno-.rapi~ of the  ii.Lt;?rney !:e?:eralts 
Coxni t tee  on x d m i r i s t r a t  i v e  Proce6ure. 

The 'Yechnical S taf f  of t h e  Bureau of Tnlerna.1 heveme 
.::as c;.eei;ei! f o r  tile purpose of c a ~ r y  ing out  t h e  d.ecentral izzt;  i o r  
pol icy .  That btaf'f e x e r c i s e s  al.1 the  aut:i.ority of the S e c r e t t r y  
3f t h e  Treasury and t h e  C o m i s s i o n s r  of I n t e r n a l  ,!eveme i n  
t h e  review of prt~tes-l ie? 1 ; ~ x  i~e ' ierminut ions  made by I n t e r n a l  
FLevenue a c e n t s  i n  charze,  and in t h e  se t t l ement  of contes ted  
cases  and. t h e i r  ?efenr;e bef  a r e  the Court of Tax P.?-,?eals. The 
Technical  S t a f f  i s  charged with t h e  d i s p o s i t i m  by se t t lement  
o r  t r i a l  oi' t he  many protested.  cases  which a r i s e  each year. 
I n  1939 it had t e n  f i e l d  divi .sions and Stj Fernanent l o c a l  
o f f i c e s .  They z r a n t  hear ings  t o  taxpayers  who r e q ~ ~ e s t  them 
a . f ter  1:cvinq: fa l le? . '  t o  rcnch. s.t,:reement wi th  t h e  Bnvectirpatin,~. 
i n t e r n a l  revenue agen t ,  If t h e  taxpayer  2.ecllnes t o  acce$ 
t!ie 3eterminatio9. of the  T e c l v ~ l c e l  S t e f f  t h e  case i s  re turned 
t a  t h e  i n t  errlal  rcvenue q e n t  i n  charge, v h o  i s  sues  a n o t i c e  
of def ic ienc:~.  Aypeals 57 taxrnyters t c  t h e  Court of Tax Appcals 
a7:ain br iy~ tt.e case  back t o  t h e  Tecimical. SteSf' which considers  
thcr, rrit1-1 a view t o  s e t t l e m n t  55. eyreernent. 

The Technical  S taf f  qne r a t e s  un?.er t h e  yene r a l  sur~crvisicin 
of t h e  Goiwissisner an6 h. s r ' l i ~ ~ ~ e s e n t a t i v e s  of t h e  Chief Cou?sol 
a t tac l iez  t 9  aac!?. f i e l d  o f f i c e .  The l o c a l  member of the  Chief 
Couilsnl's o f f i c e  mu:t concur i n  settlements ne::ati.eter', s f t e r  
ep7:ea.l.s have been ma;!e t c  the  2ourt  of ?'ax k~r)ee:Ls, and they a l s o  
tr;.. t h e  ca:es whic3 a r e  not s e t t l e d  a t  t h i s  p i n t .  

The ;.kno:rayli of t h e  :.t;tf~rne;r Gensra l ' s  Conni t tee  c t > i t  i .c? zes 
sqne detaj.!.s ~f t h e  : : :ecentrzLlzatioa ppo;;;ran 'out g;ivcs i t  .?;enern1 
a ~ p r . > v ~ I .  and cansl(!erabie !)raise f o r  t i e  spze.3 x i t h  vh ich  i t  waE 
o r , ~ a n i z e d  and put i n t o  o?cra t ion.  



During the Senate 's  consicerat ion of the  iievenue Act of 
1942, an incident  occurred ldnicls i l i ixs t ra tes  i n  a s t r i k i n g  manner 
the r e l a t i onsh i ?  of t he  Secreti:.ry of. t h e  Treasury and the Comissioner  
of In t c rna l  ilevenuc. This incident l ed  t o  the enactment of a s t a t u t e  
(1ni;ernzl ilevenue Coce, sec t ion  5012) vrhich made a very important 
chauge i n  t h e  r e l a t i onsh ip  of the Treasury and Corl~ress on tax  matters.  

'the iievenue B i l l  sunported by the  Secretary provided f o r  -:iiith- 
LolCing 'oersonal inccme taxes a t  the  source. The Zecretary t e s t i f i e d  
before the  !<owe Committee t hz t  it was the  bes t  ava i lab le  expedient 
t o  achieve a more convenient mctbod f o r  the payment of income taxes. 
hotwiths tanding the  Lecretaryls  testimony, and without not i fying the 
Secretary of h i s  i n t en t ion  t o  do so, t he  Comissioner appeared before 
the s m e  Committee and t e s t i f i e d  i n  very empnatic terms t h a t  t he  
provis ion was aaminis t ra t ive ly  unfeasible.  The Commissioner gave 
s i .n i la r  t e s t i m o ~ ~ y  i n  even more emphetic t e rns  before a ,$ubcomFttee 
oi' the benate Committee on Finance, a p i n  t~iti io~zt;  obtainin,!: the 
Secre ta ry t  s consent. 

As a r e s u l t  of t h i s  conflictinp; testimony the  Senate Committee 
pronosed an anendment t o  the  b i l l .  a u t h o r i z i q  t h e  Jo in t  Comnlttee 
on i n t e r n a l  iievenue Taxai;ioa.or i t s  chief of s t a f f  t o  obtain any 
inf ornat ion d i r e c t l y  from the  Bureau (inc1uCj.n~ the  Bssis t a n t  General 
Counsel f o r  the Bureau) or a i rect l ; ;  from any other  department or aTency. 
I n  a e f e n d i n ~  t h i s  provision during the  d.ebate, Senator Clark of 
Slissouri sald: 

,'The views of the p n e r a i  hea(lq,uaL~ters cunt inzent,  so 
t o  speak, ana. the  'brain t r u s t  of the  Treasury Department, 
rrere.'expressed a t  g rea t  Length t o  the  subcommittee, and it 
was casuaI.ly said t h a t  the  Bureau of In t e rna l  lievenue was 
being r e p e s e n t e d  a t  t h a t  time by a young man .i;i.lom I d i d  not 
know. I went out and ca l led  up the Comi~issioner of In t e rna l  
kievenue who hzd t h e  s c t u a l  ad~n in i s t r e t i cn  of the  measure i n  
hand, and asked h i 9  t c  come up and a:?aear 'before t he  committee. 
Ee t o l ~  me h.e could not do it without the  permission of the 
kiecreto.ry of the Treasury. I wrote the Secretary of the 
Treasury and e;ave the  co~runittee v i e m  i n  d i r e c t  divergence, 
just  as f a r  as they  possibly could be, from the v i e w  t h i c h  
ha t  been expressei on h i s  behalf by the Treasury o- : ' j4 ic ia ls  
themselves, and as the resu1.t of the information he gave the 
committee, the  c o n ~ i t t e e  saw f i t  t o  make a very r ad i ca l  chacge 
i n  the p r q o s a l ,  i n  f a c t  t o  make a complete Giver~ence."  
(Con:. Hec'., D I ,  Qctober 9, 1942, p. 6271). 

Senator Barkley t r i e d  t o  amend the proposal by requir ing the 
Jo in t  Committee o r  i t s  chief of s t a f f  t o  secure i n foma t ion  throuqh 
the herds of the departments and agencies but h i s  amendment was 
aefeaked by a vote of 74 t o  10. 

Yne Act of June 9, 1943 (57 S t e t .  1513) authorized the President 
~ i t h  t he  consent of t h e  bennate t:, appojnt two iissi.stant Cornniosioners 
i n  t he  Eureau of I n ~ o r n a l  Rcvenue. This act  ~ . l s o  abolished t h e  ol'L'ice 
of t i s s i s tan t  t o  the  Comissioner,  which had been creeted i n  1919. The 
Assistant Ccm~issioners  2erform such i u t i e s  as may be prescribe?! by 
the  Cornmissioner or required by law. 



VIII. Xxisting Lam he la ti;^;, t o  t:ie A ~ ~ i n i s t r a t i c i l  of 
t he  Jureau. --- 

There bas never b e e ~  an; s t a t u t o r j  c rea t ion  of  t h e  curesu 
of  ~ n t e r l i a l  ;tevenxe, e l thouth  the  Suraau i s  m n t i o n e  i n  s eve ra l  
s t a t u t e s ,  i n c l n d i n ~  s t a t u t e s  r e l a t i n i  t o  tne s o c i a l  s ecu r i ty  
taxes ( m t e r n a l  Levenue Code, sec t ions  1420, 1530, and 1605), 
the , rovis ioas  pelstin:, t o  t he  narcot ics  tm ( I n t e r i ~ a l  Revenue 
Coiie, s ec t ions  2SbU znd 260ti), and tLose r e l a t i n ,  t o  tke 2ower 
of t ue  Jo in t  Comi t  t e e  on i n t  e rua l  ?eveme Taxation t o  ob:.ain 
J nf n m  a t ' m  ( I n t c r m l  i~evenuc Code, sectio,? 5012). 

A. S t a t u t o ~ y  hda t io i~s ' r l i p  of t h e  decretarjr  ancl tne  

The Com;dssio~~er~ of Lnternal Kevenue i s  aspointed bg the 
PresicienC b;; an6 witl~ t h e  advice a m  consent of t ne  denate.  The 
o f f i ce  i s  created i n  t he  Department oof t he  Treasur:.;, anti tiie Con- 
, ; i issioaer i s  en t i$ l ed  t o  a s a l a ry  of $10,000 per  year ( I n i e r s a l  
Rever-ue Code, s ec t ion  %NO). I'he next sec t ion  of t he  I n t e ~ n a l  
Zevenue Code s e t s  fort!: the polll;elas anu du t i e s  of tk;e Comiss io~ler .  - 
it 'be;,ins %iit?i tile p j ~ ~ a s e  "'Jiie ( j> . i i l i  S R  F m, u l~ae r  the direcl;ion 
of t h e  Secretarh---," It i s  obvious, therefore ,  t h a t  the 2os i t i on  . . of  the C o u a ~ s ~ ~  nner of l n t e r a a l  lievenue is not enh-re2 by l e ~ i s -  
l a t i o n  wit ; -  an;. ::eculizr a t t r ibv . t~ :?s  lidiic:~ a re  a c t  attached t o  o. 
n u b e r  o h t n e r  o?i"icials of the Deprti-nent who a r e  r es;\onsible. 
t o  tiie aecre ta r?  of t ne  *i'reasur:-, e1tLov.k.k tiley a r e  s;?gointel Ly 
the  !+esii;er~t am. co.ifirnea by the ijenete. 

Sect ion 3.301 colit-lilues v;ith the 2rovis ion t h a t  the  Gem- 
s i s s i o n e r ,  under the d i r e c t i o n  of the Secretary,  s-:all s l~per ln-  
ten& genera l ly  the  asseoa.;ent an$. co i lec t io , l  of a l l  taxes ,:,PO- 
viciink, i n t e r n a l  revenue, ctriC :;e i s  also t o  ?repare and c i i s i r i -  
bute t h e  i n s t r ~ c t i o n s ,  re ;ulat ions,  uraf t s ,  f  or.^, alaidcs, 
s t a q s  ana other satters pertainin;; t o  t he  asses.;i:1.e:xt and co l -  
l e c t i o l  of i n t e r n a l  taxes.  

Tile intela.:al tax  lam jr?.;>oae a nwiber of fuiictions and 
au t i e s  upon the Somissic:ler ?i;itl.l, r E S T ~ C ~  t~ t h e  various taxes. 
I n  near ly  a l l  instailces,  l:owcver, t h e  a a i h m i ~ j ,  p u n t e d  iiix ma;? 
be exercised oil12 w i t h  the  a!)proval of t h e  Secretar2- of the Trea- 
surz.  There a r e  l ixcr t l l -y  hu:ldreCs o f  referenices i n  the  h t e m a l  
stevenue Sode t o  the  au thu r l t>  of t he  Zom.nissioner be in^ exercised 
on12 w i t h  the a:!;:roval o f  the  Secretary.  This i s  t r u e  ox' prac- 
t i ca l l ; ;  a l l  of the f~l i lc t ioi is  s'llic'i-L involve tile exerc ise  of a  
co!,.siaeraoble ano;;nt of ~ i s c r e t i o n .  A.1 exmina t ion  has beeii mile  
of the i n t e r m 1  3evem~l.e Code f o r  the ?I  r;ose of d c t e r n i n i n ~  the  
i~u~c 'c ions  of the  Co:nmi.;sioner which he exerci::es ~i i tniout  t h e  
s n e c i f i c  a?proral  of the secre ta ry .  Several such i n s t m c e s  ha\-e 
been ~ O L L I U ,  Eui; ihe;;. a r e  2,enerall; of r,inor i i ~ o r t u n c e ,  an6 it 
slioulG 3s note5 t h a t  eveii i n  t h e s e  cases the -, - - is 



It i s  alparent   fro:^ an exanina t im of the s t a t u t e s  that  
Con_ress has beell caref1,l t o  ?reserve trle power of tLe Secrstary 
t o  s i s e r v i s e  and d i r e c t  the a c t i T i t i o s  of the  h i s s i  nner. Any 
a i f i l c u l t i e s  Coat nave a r i s en  i,i I;';is comect ion  ~ ~ u s l ,  therefor;, 
uave beell the out,rowth of a m i n i s t r a . ~ t i v e  ? r ac t i ce s  a m  t h e  l ags  
relatin;;  t o  t n e  a92ointr~ent and service of other o-Yllcers of the  
mreau. 

B. iLelaticiiship of t:le Cbl lectors  t o  the  b m n i s s i w  
and the Secretary.  

The co l lec tors  of i n t e r c a l  revenue are q0o in t e t i  by the 
Pre:.iaent with the  coilsent of the Senate, but the s t a tu t e s  r e l a t i ng  
t o  t h e i r  ap?ointnent anu dut ies  LO not i na i ca t e  t o  \&on the? a re  - - 
res2onsible. VerLr l i t t l e  has Seen found which ind ica tes  her the  
ex is t ink  re la t ionsh ips  c~eveloped. It seem c lear ,  .r~onever, that 
the  p rac t i ce  i s  Xo make the co i lec torc  resoonsible t o  the Goin- 

' .missloner. 'l'he I z t e r r ~ a l  :ievenue Lalual  (1986) i s  i s s l~eu  f o r  the  
inL8orm:iion and guiaaace of co i lec tors  a m  t ~ i e i r  einplojees. It 
i s  s i g e 6  by tne h~i ssi n n p r  of Lnterilal ileveilile a n i  approved 
by the Acting Secretary of the  'i'reasurj;, Ir: iLs m s c r i p t i o n  of 
the f u n c t i o r ~ s  end r e s p o n s i a i l i t i c s  of the co l lec tor ,  i t  s t a t e s  
( s ec t i on  2)  "the co l lec tor  6.;: i n t e m a i  revenue i s  un6er the 
general ah i a i s t r : ; . t i ve  u i rec t ion  of,  anu i s  resvonsible to ,  t h e  
&'mi s s i o n p r  of l n t e r~ l l i l  ii;eveJ~u.e ?or  the acil l inii trztion of t h e  
, i n t e rna l  r c v e n ~ e  service i n  his  u i s t r i c t ;  s; .;'. #'I . It i s  a?parent,  

- ae Comissioner i s  authorizeu t o  a? rove certaiir  tlr-pes of ac- %dts uaiatained b;l tcxpayers isec.  415; t a  a l l oca t e  inooxe aanh 
decluctions be tween corporations i~aviiig i den t i ca l  ownership (sec.  
45); t o  require  'uoni..~ when creii i t  i s  allmied f o r  ?oreit11 taxes 
(sec.  131); ti; c lose  -the taxable year, make assessl.teiits and abate  
then when ,taxes w e  i n  j e o p a r ~ g  or taxpayer i s  about toleave t he  
Uniteu S t a t e s  (secs .  146, S7$, 3560); t o  obtain s2ec i f ied  t ; ~ e s  
of in f  orxation irm ccrpora t io~ls  isec.  146) ; t o  r e i n i r e  inforina- 
t i o n  c o n c e r n i q  keductions an2 c r ed i t s  allozeii t o  non-resiaent 
a l i e n s  (sec.  213); t o  extenc time f o r  2 a p e n t  o? taxes  on unjust  
enrichnent, pequi~7e bonas and s e t t l e  c l a i m  invo lv in ;~  the sane 
tax (secs .  702 an? 705); t o  adjust aSr?on;mlii;ies a f i ' e c t i n ~ . i n c o n e  
sub jec t  t o  excess ~ r o f i k s  tbxes (sec.  ' 7 ~ 2 ) ;  t n  extend t h e  for p a p  
xent  anci requi1.e ~ O ~ ' L ( L S  i n  ccrinection ~ i t l i  the  e s t a t e  tax anc de- 
f i c i enc i e s  (secs .  322 a n ~  ~'71) ; t o  prescr ibe stmips ancl Cie .;:iothoL 
of aff ixint i  and cancelling tnem (secs.  130.3, 1Z1b anu l d l 6 ) ;  t o  
prescr ibe t he  f o m  o f  inventories and books ~ m & e r  t he  tobacco 
taxes (secs .  2017, 2018, 2036, 2037, 2055 an8 206Bj; t o  i s sue  



t h e r e f  c r e ,  t i i a t  t h e  Yecretar;, t he  Comics i  oner e m  the Ccl lec-  
t o r s  ope ra t e  on t h e  ua::is of ~ i r e c t  respcrs i i ; i lL t$  of tile col-  
l e c t o r s  t o  t h e  C o ~ u ~ i c s i o n e r .  

,. .. tauitever power t n e  b e c r e t a r y  may exe rc i se  over t a e  ac- 
tio~7.s of t h e  c o l l e c t o r s  s t e m  from t n e  s e c r 2 t a r y t s  kenera1 au- 
tho r i ty .  ~ i t i i  res_nect t c  tiie Cormissioner. As n o t ~ d  i n  an e a r l i e r  
p a r t  of t l i i s  ~:e~10ran6:.wn, t he  i;oi:ais s ioner  a c i s  "v~iue? t h e  d i r e c -  
t i o n  of t h e  ~ecre te r ; . " .  I n  a i i d i t i on  t h e  i ~ e c r e t a r y  has z u t h o r ~ i t ~  
t o  sus!;,enL c o l l e c t o p s  'out on13 i n  cases  of f r aua ,  p o s s  ue;,lect 
o f  G L I ~ ~ ,  o r  8 c s e  of FoTi'erl. ( I n t e r n a l  Levenue :ode, s e c t i o n  
3342 hriL ~ ~ e o r ; _ a a i z a t i o n  >lac 1.0, 11, sec .  404). 

, . I n  a ~ d i t i o f i  t o  t he  C i l r i i l ~ 1 1 ~ ~ 7  o n e r  t he  s i ; a t ~ t e s  i:? e f f e c t  
toiag. provice  f o r  the ap2ointment b~ t h e  ;jresiiieilt;, wi th  -:he 
co. ,~sent  of t h e  Lenate, oi: t xo  A s s i s t a n t  Co.wissioners .  'l'ne 
P res iden t  a l s o  has a c t h o r i t g ,  wi th  t h e  colisent of t i le 3eilate, 
t o  a ~ 2 o i n t  a S p e c i a l  Leputy C o r ~ ~ i s s i o n e r .  'i 'here m e  2ive o the r  . . &e!ji~ty IXGUS~ c:nnrs m.ployed i n  t h e  3ureail p r s u a n t  t o  s ec t io r ,  
3915 of t i ie I n t e r n a l  nelienue $ode, 'ine s'ce.tutes a l s o  provide  
f o r  tile appointment ;- t h e  becre ta r?  of an a r ~ a l y t i c a l  c i ienis t  
a n i  a m i c ~ o s c o ? i s t  a m  t h e  1e5t:L s t a 3  desc r ibe6  a'cove. 

Sec t ions  3940 and 3341 of t h e  i n t e r n a l  iievenue Co5.e 
ac- tkor ize  the  Yreeicisai x - i th  tile coEseirt of the .>enate t o  a$- 
; ) o i r t  a c o l l e c t o r  f o r  eat,'.. 02 t h e  65 i:.ternal rev-erne a i s ' c r i c t s .  
'i'ne ? r e s i t  ... en t  i s  a l s o  at l thorized t o  coir.solidate co l lec t ion .  d i s -  
l ; r ic t s .  'i'he s a l a r i e s  an6 a1lov;afices f o r  cxi3e;ises of c o l l e c t o r s  
a r e  cietermined b; t h e  Secre.Larr upon t l ~ e  recoi:mnciation o f  t h e  .-, < -  umu ssl  oner. This con t ro l  o f  s a l a r i e s  p o v i 6 e s  t h e  S e c r e t a r x  
of tile T r e a s w g  w i t h  cons iderable  ;:oin[er over t h e  a2pointnent  
and contiinxclce i n  o X i c e  of c o l l e c t o r s .  I n  ai;ccitlon t o  the 
initial c e t  e r ~ i n a t i o i i  of s a l a r i e s ,  trie S e c r e t a r y  nas tile r igi i t  
t o  a2Prove o r  disapprove r egu la t ions  p r e s c r i  1.ie6 b;:. t i le Cormis- 
sioi-~er, reaci just ing ancl iacreasi,~,:: L t he  salar ies  o f  c a i i e c t o r s .  

Z/cont imea.  - 
rek.ulai;ions on mill: s a l e s  of to:~acco f r e e  of ca:: ( sec .  2101); 
t o  i e s a e  re :u la t ions  requipin: c i l a r  ail& c i ,  a r e t t e  l a b e l s  
t o  sl~ow t a x e s  2aLa ( s e c .  2111); t o  i s s u e  re:v.iatio,ls on t!:e 
des t ruc t ior l  o f  f o r Z c i i c i  tobacco jsec.  21Jjy; t o  iietermine 
r - a r ~ a r i n e  subs tances  sub jec t  1;c t ax  ana u e l e t e ~ i o u s  t o  iiealti: 
( s ec ,  2~11); t o  r e q . ~ i r e  2ersons t s  f i l e  r e t u r a s ,  farxis5 in-  
format ioa  and deep r e c o r c ~ s  ( sec .  &Us); an; t o  s a n c t i o n  t a x  
s u i t s  ( sec .  374Ci). 



back co l l ec to r  i s  autilorizea by s ec t ion  3dY0 of the  
I n t e l ~ ~ l a l  i~evenul: Lode t o  a ppoint as mmy r. eput ies  as h e  th inks  
21.0 ~ c r  anc t o  revoke t u e i r  a??ointments. 'lhese -jovmr& were 
t r ans fe r r ed  t o  the Aecre ta r j  of tile ' ireasury G,J- sectiu,l  404 of 
.Leorgal:ization flaw.. LIO. iI, ~uay ,, 1939. De2utg c c i l e c t o r s  a r e  
compe~~sa tec  b; sucn allovtances a s  the secretary provicles upon 
the  recolmnenciation of t h e  Ilnil:misnir?rw, If a c ~ l l e c t o r  i s  s i c k  
or  aosent,  t~:e sen ior  a e ~ u t s  nerforms his  fnnc t ions ,  anu i f  
t he re  i s  a vucanci ile ciscllzr,es tae c o l l e c t o r ' s  func t ions  
mtil a sv.ccessor i s  appointee. A 1  ~ e n u t i e s  conti!:ue to a c t  
u u i i l  a ae?, c o l l e c t o r  i s  t i c o i n t e a  20 fill a vacancy. 

Tne h m h s h n m  has au tho r i t jP  under s e c t i o a  403U of 
t h e  Inteernal r.evenue Coue t o  dppoint i, i s r ld  revenue agents a m  
t o  ahsi,n them t o  6uty uncer the  d i r e c t i o n  of an;- o f f i c e r  o f  t he  
bureau or  such s p e c i a l  un t ies  a s  lle deems necessary. ' h e  a?- 
pointment power %as t rmsfer rec l  t 3  the Secretar;  i n  1'339 by 
neor:,anization I51a;l 140. 11. 

bondeu s t o r e ~ c e p e r - ~ a u k e r s  a r e  q p o i n t e i i  bj- t he  S e c r e t a r ~  
u m e r  sec t ion  4910 o f  t h e  Int t -ma1 Hevenue :ode. Yheg a re  ?a id  
u r Z ! i d  s a l a r i e s  an6 t r z v e l i r ~ ~ -  ex;enses. m e  or  inore nus t  be as- 
s j  i,nec .)$ t h e  C.mci ssi  mer t o  ever; internal re-venue bonce6 
carchouse. : r~eneve~s to r s? ; e spe r -La~! ide r s  a re  not e:z?lo;ec u:)on 
taei l l  r e ~ u l a r  du t i e s ,  h e ;  l a y  'E assitneci -LO S U C ~ .  d~.r,les as t h e  
Co:.uiss ioner  s n a J  aesignate.  

D. Civil Service S t a t u s  of kaployees. 

itone of t he  o?+'ficials appointed b$ the  !-'resiclent w i th  
trle advice ana consent of t h e  Senete are c i v i l  se rv ice  c q l o g e e s .  
'inese ilzclude the  Co.missiuner, the  t a o  &ssistant Commissioners, 
tile o s e c i a l  i epu ty  & i s s i m ,  the t l s s i s t sn t  Ceneral Co~msel  
f o r  t h e  Durcau of l n t e r n a l  ilevexue ana a l l  collectors of i n t e r n a l  
revenue. 

Under t he  terms o f .  the ijv-eman Act of 1913 i l e p u t ~  col-  
l e c t o r s  o f  in te r i la l  r e v c i u e  i iere 1102 coverci  by tne  c i v i l  se rv ice  
law, sad bj? 15% pract ical12 a i l  of  t he  pos i t ions  i l l  t he  of- 
f i c e s  of t he  c o l l e c t o r s  were c l a s s i f i e u  as depnqj co i l ec to r s .  
kccor&in&, tne re  -mre verg few c i v i l  se rv ice  employees on the 
co l l ec to r s  s t a f f s  . 'tile eqlog-ees of t he  i n t e r n a l  revenue a ~ e n t s  
on the  other hand ape a lxos t  m t i r e l y  c i v i l  s e rv i ce  enplo;.ees. 
I n  1934 tile C i v i l  Lervice Coxaission colrtencie6 t h a t  c l e rks  a n t  
o t n w  employees i n  t he  o f f i c e s  of c o l l e c t o r s  shou.ld not be deputy 
co l l ec to r s  apgoirxted ov.isli6.e tlle c i v i l  ser.r;ice. The Comissioner  
argue2 that t h e  prac t i ce  of t he  collectoors vi-as autliorized bjp t h e  
ilverxan Act. 0x1 3epteLniier 12, 1554 l ip .  b l i p a n t ,  tile11 G e n e ~ a l  
Comsel  of t he  ' f r e a e ~ q ~ ,  an opinion i n  Y, i c h  he concludes 
tr1a.i: i t  nss not  tile i l : t e c t i o n  o f  Ccqyess  t i l u t  c l e r i c a l  help 
i n  c o l l e c t o r s 1  o f f i c e s  be a p o i n t e d  de7v.t; co l l ec to r s ,  ancr. thus 
be exeinpted from c i v i l  se rv ice  requir.e.3eazs. It i s  noz xnom 
m a t  a c t i o n  r e  aulteci i r o n  t h i s  opii.!.ion of the  Generel Couilsel. 



I n  134G Congress a ~ l h o r i z e i i  tile P res iuen t  t o  i s s u e  
executi\l  e  orGers coverinl, i r ? t ~  tl:e c l a s s i f  ie6  c i v i l  s e r v i c e  an:, 
o f i ' i c ~ s  G P  L ; o s i ~ i o n s  il t h e  Lxecutive 3 a n c h  of the  Goverment 
aitn c e r c z i n  s q e c i ~ i e u .  exceptions.  'dhere x e r e  no exceptions 
a f f  eciiil ,  t h e  x r e a u  of l n t e r n a l  ;,even1 e,  except t n a t  t n e  exe- 
c u ~ i v e  o r a e r s  coulic no t  a f f e c t  o1t ' ic ia is  a _ o p i n t e ~  by the  Yres i -  
bent w i t h  the  aGvice acd consent of the  Senate. 

On ipil 23,  l.;.til t he  Pres iuen t   issue^ Zxecutive h i i e r  
8743, vrhicn covered i n t o  tne  c l a s s i l i e d  c i v i l  se; t i c a  a i l  Govern- 
nen t  eAiy$ojees not so  covered, v i t h  c e r t a i n  s t a t e 6  exce?tions. 
? o s i t i o n s  excepted f r o n  t i le  c l a s c i f i e u  c i v i l  sesv ice  unuer ;iche- 
uules  A an9 h f  t k e  C i v i l  h e ~ v i c e  ku les  Gere not  covered 3;- t h e  
Sxecutive Uruer. 'I'llese S C : L ~ G ~ ! ~ E S  i i a h  on13 cne r e f e r e r c e  t o  en- 
2loyees of t h e  Lurean 02 I l l t e rna l  Revenue, which is a ?  follows: 

It-% > .. * s s e c i a l  enlplo;,ces f o r  tenqorar;  ciezective xork  
i n  the  f i e l u  s e r v i c e  o f  the  x r e u  of Ti-~lernal 6evenue 
unuer t:le a?r , ropr ia t ion f o r  a e t e c t i n ~  ant, ~ r l n ; i n ,  t o  
t r i a l  anti mnlsliment p e r s o i s  v i o l a t i n g  t h e  i n t e r n a l  revenue 
laws. Bppointnients unccer t X s  g a r c ~ r q  h s n a i l  be l b i t e d  
t o  perasoils wllose se rv ices  a r e  r e r , ~ i r e o  because of i n c i -  
v i i i ~ i a l  moi:lecte of violationo of trre law, ana such ap- 
p o i n t ~ l e n t s  s L a l l  be c onLin:m 0111; so  3.on~ a s  t h e  ?e r so .~a l  
knowledge oossessed by t h e  a p ~ o i n t e e  of such v i o h t  ion  
makes h i s  se rv ices  lecessary:;; ;: 5:" 

Accord i i i~ iy ,  a l l  ~ o s i t i o : ; ~  i n  ;he ?,real; of J n t e r n a l  
fievenue, i ~ c l n d i n ~  heput3 c o l l e c t o r s ,  a r e  nor: covered i n t o  the  
classifies c i v i l  service with the  exception of those o f ? i c i a l s  
ap::ointed b:, t h e  P r e s i s e n t  ~ i t h  t h e  coilsent of tLe $enate. 




