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How About the 5/

Dean McCarthy Writes About ‘‘the Five Per Cent” as It Applies to
Tax Deduction of Cergorations for Educational Purposes

HE executives of many American
business corporations are coming
more and more to realize that they are
being presented with a grand oppor-
tunity to prevent the encroachment of
the federal government upon still an-
other field of activity—a field of activ-
ity which has hitherto been quite de-
centralized. This is the field of higher
education. The clamor for federal aid
to colleges and universities has been
mounting steadily in recent months
and years, and the constantly increas-
ing pressure upon Congress to come to
the assistance of higher education
probably cannot long be withstood.
That the financial plight of a great
number of colleges and universities is
desperate is a fact well known. Al-
though many institutions have long
spent more money per student than
the student has paid in tuition and
fees—bridging the gap by drawing
upon every possible source of miscel-
laneous revenue and even using en-
dowment funds—the skyrocketing costs
of operation of the past decade have
made it the more difficult for them to
remain solvent. On the one side, the
mounting costs have had to be met—
but on the other, it has been impos-
sible to raise tuition charges and fees
commensurately — impossible, that is,
unless a college education is to bz
made prohibitively expensive for the
great mass of young men and women.
That the business corporations of
the country have a vital stake in high-
er education as it is at present organ-
ized is also a generally accepted fact;
indeed, it is a fact so largely taken for
granted that we are inclined to give it
little thought. Not only do such cor-
porations recruit a great number of
college graduates for their administra-
tive and technical personnel. but they
also gain many direct benefits—often
substantial ones in the financial sense
—from the research and thinking that

4 Notre Dame

By James E. MeCarthy

Dean McCarthy

James E. McCarthy, Dean of the
College of Commerce at the Univer-
sity of Notre Dame, came to Notre
Dame in 1921 as Instructor in For-
eign Trade. He was appointed Dean
in 1923.

Recognized as one of the nation’s
top experts in the field of domestic
and foreign trade, Dean McCarthy
has been active in opposing such re-
strictions on business as a profits curb
and lower tariff rates. In 1931 he
urged strengthening of the United
States Merchant Marine, long before
a nation-wide move was inaugurated
for placing our Merchant Marine on
a basis superior to any in the world.

Dean McCarthy is in great demand
as a speaker and is considered an au-
thority on current business affairs. He
is a director of the Advertising Coun-
cil, a member of the Advertising Com-
mittee of the U. S. Chamber of
Commerce, a trustee in the Foundation
of Economic Education, and a mem-
ber of the Savings Bond Committee of
the Treasury Department.

go on in college classrooms, labora-
tories, libraries, and offices. Their
stake is in research and thinking that
remain unregimented—and they must,
therefore, fear that federal aid to
higher education may turn out in time
to be federal management of higher
education.

But there is a price which business
corporations must pay if they wish to
prevent federal encroachment—if they
wish to continue to enjoy the benefits
of the freedom of research and think-
ing which at present characterizes
American colleges and universities. If
free colleges and universities are to
survive, they must have money to over-
come the financial difficulties with
which they are now struggling; if the
money is not to come from the federal
government, it must come from other
sources. And much of it, presumably,
should come from business corpora-
tions. Much of it indeed, should come
wholeheartedly from business corpora-
tions, for as Beardsley Ruml and The-
odore Geiger have put the matter—

“A dollar wisely and soundly in-
vested in worthwhile educational,
scientific and welfare activities
comes back manyfold over the
longer term. Expenditures which
contribute to these ends are ne'-
ther an unnecessary burden nor a
tiresome obligation. Like invest-
ment in new plant and equipment,
they more than repay their cost in
the future and can be among the
most productive and remunerativz
forms of business expenditure.”*

The amazing thing about corpora-
tion support for higher education is
that it need not be particularly expen-

* From the pamphlet entitled “The Five
Per Cent” published by the National Plan-
ning Association, Washington, 1951—Page
13.



sive. The financing of the deficits of
colleges and universities does not mean
a cost to the corporations equal to the
amount of the deficits. Far from it.
The reason for this paradoxical con-
clusion is that corporation contribu-
tions can be substantially offset by tax
savings. The federal revenue laws per-
mit business corporations, in comput-
ing net income subject to income taxes,
to deduct contributions for education-
al, scientific, and welfare purposes up
to five per cent of net income—a con-
cession which is extraordinarily im-
portant in these times when corpora-
tion tax rates are so very high, and
which becomes even more important
now that the Revenue Act of 1951 has
boosted the combined normal and sur-
tax rate to 52 per cent and has placed
the combined normal, surtax and ex-
cess profits rate at 82 per cent. Thus,
if a corporation with sufficient income
to put it well into the 52 per cent
brackets were to contribute, say $100,-
000, for educational purposes, the net
cost of its contribution would be only
$48,000, for the remaining $52,000
would have to be paid out anyway—to
the tax collector if not to the educa-
tional institution. Even more dramati-
cally, a corporation which finds some
of its income spilling over into the
excess-profits category could contrib-
ute, say $100,000, in the full realiza-
tion that it would thus be incurring a
cost of only $18,000!

Although corporations have been
permitted since 1936 to deduct con-
tributions made for educational, scien-
tific, and welfare purposes, they have
exercised the privilege only moderate-
ly.” Such deductions, for example,
amounted to only .41 per cent of net
income in 1936, to .46 per cent in
1939, and to .35 per cent in 1941. Be-
fore the war, however, the tax-saving
feature was not very significant, since
the corporation tax rates were quite
modest. But the leap in tax rates of
the war and postwar periods should
have changed the attitude of corpora-
tion managements much more than it
did. It is true that contributions
reached a high of 1.24 per cent of net
income in 1945, but they fell off to .84
per cent in 1946, and still further to
.70 per cent in 1948, the latest year
for which statistics are available.

In pondering upon the question
whether or not to step up the amount
of their contributions to take advan-
tage of the bargain-basement prices of

College of Commerce, gift of the late Edward N. Hurley, of Chicago.

good will and other benefits, as cited
above, corporation executives must of
necessity have in mind the fact that,
should they ignore the opportunity that
is offered them, they may well be
called upon to foot the bill for the def-
icit in higher education anyway. For
if a program of federal aid to higher
education is launched, corporations
may be expected to bear much of the
burden via the tax-route —it hardly
needs to be argued that corporations
are the happy hunting ground for tax
gatherers when new programs of ex-
penditures are decided upon.

What is more, the legal aspects of
contributions by corporations appear
to offer little in the way of difficulties.
According to section 23 (q) (2) of
the internal revenue code, contribu-
tions up to five per cent of net income
may be deducted if made to corpora-
tions, trusts, community chests, funds
and foundations that are organized
and operate exclusively for religious,
charitable, scientific, literary, or edu-
cational purposes or for the prevention
of cruelty to children; and there is the
additional provision that no part of
the contributions may benefit private
shareholders of the recipient znd no
substantial part may be used in car-
rying on propaganda, or otherwise
attempting, to influence legislation.
Under the state corporation laws, the
question sometimes arises as to wheth-
er directors can prove specific benefits
to their corporations when they spend
corporation funds for educational, sci-
entific, and welfare purposes; but, in
ordinary circumstances, it should not
be difficult for directors to justify such
expenditures. At least 22 states, in-

deed, have adopted laws which are
generous In interpreting what benefits
corporations making contributions; for
example, the New York law sanctions
expenditures for “activities conducive
to the betterment of social and eco-
nomic condition” without requiring a
proof of direct benefit to the corpora-
tion. It might be added, too, that in

NOTRE DAME

Published quarterly by the Univer-
sity of Notre Dame, at Notre Dame,
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the case of ‘“family corporations,”
questions of corporate benefit are not
likely to be of much importance, since
the directors and stockholders are very
likely to be the same people, or at least
people who are in close accord in their
viewpoint.

To employ the five-per-cent deduc-
tion provisions of the federal revenue
laws most advantageously, corpora-
tions should presumably have well-
designed plans as to what they want
to do and how they want to do it. It
is sometimes said that the motive for

(Continued on page 20)
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Indiana partisans may not have liked the score but these you ngsters from

Louisville thought it was a good ball game.

Football Special

The Notre Dame Alumni Club, in
Louisville, Ky., annually sponsors a trip
to one of Notre Dame’s home games for
orphans from that city. It has develo ped
into an effictently-run project. NOTRE
DAME takes pleasure in reprinting a
story from the Louisville Courier-Jour-
nal, with the permission of their editors,
about this yearly pilgrimage’.

Y T has been said that getting a col-

lege alumni group to pull together
on anything for long is only slightly
less difficult than moving the Rocky
Mountains into the south suburb of
Altoona, Pa. All of which tends to
make the Notre Dame Alumni Club

6 Notre Dame

By Joe Creason

of Kentucky more than somewhat un-
usual.

For that club, which, logically
enough, 1is composed of ex-Notre
Damers, undertakes—and succeeds in
staging—at least one major event an-
nually that requires the complete, 100-
proof cooperation of its 150 or so ac-
tive members. Once every fall the club
tacks a coach full of Louisville orphans
onto one of the special trains it runs
to a Notre Dame football game.

Now just setting up and getting a
special train of some 250 adults to and
from a football game is bad enough.
But adding 90 boys, ranging in age
from 8 to 15, to that crowd is enough
to make even good, strong men start

thinking of long rest cures at those re-
sorts where the walls all are padded
and where the bellhops wear white
coats and carry strait jackets as stand-
ard equipment.

Yet after five years of shepherding
orphans on a trip to South Bend, In-
diana, home camping ground of
the football-mighty Irish, the Notre
Damers don’t seem to be breaking
loose in the belfry. Few of them think
they’re Napoleon, and no more than
half a dozen claim to have perfected
perpetual-motion machines.

This year’s pilgrimage to Irish-land
was for that Notre Dame-Indiana
afternoon of horror a couple of months
back. Although the game (Notre



Dame 48, Indiana 6) turned out to
be one of the most uneven contests
since they put Marie Antoinette in
against the guillotine, the trip was a
double-dipped success no matter how
you look at it. Not even one of the
250 cash customers or 90 house guests
was lost during the 21 hour-long round
trip.

That feat alone, football specials
being what they are, is roughly the
equivalent of dropping a crate of eggs
from the roof of the Woolworth Build-
ing without cracking a single shell.

Moreover, the day didn’t cost the
orphans a cent. Transportation, three
meals, a sideline ticket to the game,
programs, Notre Dame-colored tobog-
gans, a continuous round of entertain-
ment and plenty of fruit, sandwiches,
soft drinks, milk, ice cream and candy
—enough to bring a gleam to the eye
of any bicarbonate-of-soda maker —
all were thrown in free. Even pen-
nants and those ridiculously-expensive
lapel footballs were included. The cash
value of the trip and the many extras
for each boy easily was worth $50.

Maybe by now you’re wondering
how, unless the project is underwrit-
ten by some member who runs off
batches of $20 bills in his basement,
the Notre Dame Club can give away
so much for absolutely nothing and
-with no strings attached.

Well, the answer undoubtedly is or-
ganization, cooperation of all members
and plain hard work of a few. For in-
stance, the orphan trip is planned well
in advance of football season. The
alumni club president appointed a
committee and the wheels started
turning nearly six months before the
date of the safari.

First, tickets, which by a month be-
fore the game were harder to find than
fireplugs in the Sahara, were reserved
by the club president. Then he met
with Mack Haymaker, Louisville pas-
senger agent for the Pennsylvania
Railroad, and lined up the special
train for that date. That was back in
July. After that the orphanages were
notified and asked to pick 10 boys each
and to provide one supervisor for the
trip.

Finally, committee members made a
round of local business places and
asked if maybe they wouldn’t like to
contribute something in the way of
food for the boys. Most of them would
and did. The final roundup of stuff

seemed enough to feed a miniature
army. Actually, however, there was
just enough to keep the boys eating
from the time they left Louisville at
5 one morning until they arrived back
at 2 a.m. next day.

In reality, the most unusual feature
of the trip, as well as of the four pre-
ceding it, is the fact that it was non-
sectarian; in other words, not for
Catholic boys exclusively. Those who
rode the special came from two Catho-
lic homes (St. Thomas and St
Joseph’s), two Protestant homes (Ma-
sonic and Protestant Orphans) and
from Ormsby Village and the Opti-
mist Boys Club.

This business of taking a ccach of
boys along on a trip to South Bend
may be new to the Notre Dame Club,
but conducting specials of one kind or
another to important Irish football
games is old stuff. The club, the larg-

est Notre Dame alumni group in the
land from a standpoint of continuous
activity, has been doing that since
1924 or thereabouts.

In those early days, Frank Bloemer,
Ray Kirchdorfer, the late Nic Bosler
and others would round up a big bunch
of stags, hop on the interurban car
bound for Indianapolis and from there
take another interurban on to South
Bend. That made a rough, three-day
trip, but, the love of a true Notre
Dame man for the school is little this
side of the boiling point. Some years
later the special-train idea was con-
ceived, and two or more such trips
have been staged for the last 12 or 15
years.

Since the trips grew into a big thing,
they have been open to the general
public. Alumni are given first crack
at the tickets reserved for a particular

(Continued on page 14)

ND Backfield Coach Bernie Crimmins, a native of Louisville, was a
great favorite with the boys.




The Army R.O.'1.C.

U. S. Army Engineers Is Latest Military Unit to Be
Estoblished on Notre Dame Campus

WL QUG

Mines and Booby traps are important subjects in the
Engineering officer program.

In order to meet the need for junior
officers in the Corps of Engineers and
recognizing the high quality of instruc-
tion as well as the type of student who
graduates from Notre Dame, the De-
partment of the Army installed an
Army Reserve Officers Training pro-
gram in the fall semester of 1951. The
University of Notre Dame was one of
three Universities in the Midwest to
sponsor this program.

The Department of the Army has
assigned Lt. Colonel George M. Cook-
son as Professor of Military Science and
Tactics and as Commanding Officer of
the Military Detachment he is respon-
sible for instruction and training. Col-
onel Cookson has had ten years of ex-

Advanced students using exact scale models study M-4 ponton bridge.
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Classroom instruction on Bailey Bridge scale model.

perience with the Corps of Engineers
on troop duty and Civil Works assign-
ments. Other members of the detach-
ment are Captain William W. Bohn;
Captain Delvin O. Hostetler; M/Sgt.
Homer Clendenen; M/Sgt. Lawrence
Terry; SFC James Mattingly; Sgt.
John Moran.

Much interest has been shown by
faculty and students in the activities of
this newly organized unit. It is a grow-
ing unit and shows promise of equalling
the Navy and Air Force program in
stature. There were 155 students en-
rolled the first semester, and a prospect-
ive strength of approximately 200 is
anticipated for the second semester.

A number of factors may be respons-
ible for this increase but the course
offerings blend so well with subjects
taught by the College of Engineering
that this is probably the greatest con-
tributing factor. The subjects that are
taught provide a practical aspect in the
students training. Some of the subjects
are Military Roads and Airfields,
Bridge Design and Classification, Hand
Tools, Rigging, Demolitions, Maps and
Photomaps, Construction, Utilities and
Job Management.

In addition to the courses which
have to do with branch techniques
there are those which have to do with
matters relating to world conditions
and international crisis. Timely courses
are offered the student so that he may
discharge his basic duties and responsi-
bilities of citizenship as well as to de-
velop an informed group of potential
officers. Military Policy of the United
States, Psychological Warfare, Military
Problems of the United States, Com-
mand and Staff, and Intelligence all
play their part in forming an en-
lightened citizen-army.

Army officer candidates are taught how to use the rifle.
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Study of camouflage teaches these men self-preservation.

Use of explosives is taught to second-year cadets.
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HANDICAPPED CHILD

A Notre Dame Special Education Feature

Experts in Child Welfare Field Attend Special Lecture Series
Sponsored by Noire Dame Department of Education

‘ N 7 E are in the yecar 1548. Thomas

J- Wagner is eighteen today.
This is the day when Tom ceases to be
a human being. From now on, he is
just an animal to be caged like other
wild animals because he has a handi-
cap — a mental handicap. Some peo-
ple say that Tom is crazy and in this
day and age all crazy people are
treated like animals. They are thrown
into a dungeon where cxistence itself
depends on their physical prowess.
Maybe there are 80 other “animals”
in the cage with Tom. Twice a day
the guard tosses in a basket of stale
bread. You see, we can't feed the an-
imals too much. It isn’t good for
them. If Tom is agile enough he may
be able to exist for ten years before ho
dies of starvation or his friends tram-
ple him to death after that stale bread.
It’s a great life to look forward to . . .
a great future.

Or take the case of William J. Han-
son. He’s twelve on this, the twenty-
fifth of May, 1915. Bill would give
anything to play baseball with the
other kids but they say he “ain’t fit to
play with.” Three years ago he had
polio and it left him with a deformity
of his right leg. He gets around fairly
well but he can’t run as fast as the
other kids so they don’t want him on
their team. Bill has to be content with
standing on the side-lines watching the
East Side Eagles drub the North Side
Bears. He has a “great” future too.
Maybe not as bad as Tom’s in a way
but then, maybe the mental anxiety is
worse.

Recently a special series of lectures
called the University of Notre Dame

10 Notre Dame

By James W. Friek

Handicapped Children’s Workshop,
sponsored by the Department of Edu-
cation at Notre Dame in conjunction
with the National and the Indiana So-
cieties for Crippled Children and
Adults was held on the campus and at
a nearby crippled children’s hospital.
Teachers, nurses and welfare workers
from all parts of the country were
brought together to study the prob-
lem of children barred from playing
baseball with other children because
of some physical handicap or shut up
in some asylum, like animals, because
of some mental deficiency. After all,
this is a progressive world. We’re not
in the year 1548, or even 1915.

Experts in the field of special cduca-
tion were on hand to lecturc on the
new methods of treating handicapped
children. Dr. Bernard J. Kohlbrenner,
head of Notre Dame’s Department of
Education and Coordinator of the
Workshop, explained that the primary
objective of the Workshop was to do
away with the idea that handicapped
children are a burden on society and
to establish a realization that with
proper guidance any child, regardless
of handicap, can become a useful cit-
izen.

Under the Directorship of Dr. Her-
schel Nisonger of Ohio State Univer-
sity, the Workshop members were
introduced to the problems involved
in dealing with handicapped children
and the methods of overcoming them
through a series of lectures and films.
For practical application of the sug-
gested methods, the group was taken
to the local hospital and summer camp
for handicapped children. There they

watched the broken little bodies being
woven into a coordinated unit, and
the tiny warped minds beginning to
grasp the meaning of playmates.
During the last quarter of a cen-

Dr. Kohlbrenner

tury much progress has been madc in
the field of speciai education for han-
dicapped children. Among the early
leaders in the field was Dr. John J.
Lee, Dean of the Wayne University
Graduate School. Because of the im-
portance of fostering the cause of
special education, Dr. Lee and the
other staff members gave their time
freely to the Workshop. As a result
there were no tuition fees, but many
of those attending were sent on schol-
arships by the schools or groups they
represented.
(Continued on page 17)
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