INTERVIEW BY JACK BELL WITH SENATCR DIRKSEM AND SENATOR SMATHERS

Mr. Bell I will start with Senator Dirksen. In your Judgment, Senator, is
Congress going to vote a tax cut? Also, when?

Senator Dirksen I doubt it wvery much this year. I think it is pretty generally

agreed there will be a tak cut, buft not until 196L. And the reason for that
estimate is the number of witnesses fto be heerd, the time you have to have to

-
digest the testimony, the mark-up of the bill in consideration of amendments given
the Committee, and then of course teking 1t to the Floor. But I would assume
that all these preliminaries before you get to the Floor will take us up to the
Christmas recess and even beyond.
Mr. Bell That would be sometime in . . . how long in 6?7

Senator Dirksen Well, 1t would be the order of business, Pecause the calendar

oT committees and also the Senate Floor remzain in tact so the first day we are
here we can go right back To the tax bill il that's the disposition to do so.
Mr. Bell ZLet's have the opinion of Senator athers on that.

Senator Smatners I don't violently disagree with the statement of the Senator

from Illincie. I am more hopeful than he, however. I fhink it's pretty much
dependent upon the progress thati's going fo bte made with the civil rignts bill.
I think that if the civil rights pill does not come over Irom the House of
Repregentatives zand 21 Looks right nov 1ike 1&'s not. I think we can conclude
the witnesses that are still scheduled before the Mnznce Commiitee and probably
meril up the SIlLl by maybe the flrst of December, in which event 1% would

Tve us

=
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an opporitunity to vass 1U. Certainly I hope thet we can pass 1t this year.

[

think the country needs it.

short comment ig in order here. That ig, we'wve

o]

Senator Dirksen PFPerhavs on

got to set aside vo consider the debt limit bill and then you have the inter-
vening Thanksgiving recess. So putiing 1% 2li together, 1t mekes 1t appear
that we couldn't under any circwastances get Lo it before 196k,

-éenator Smashers Well we have the debt ceiling testimony set for Hovember 18,

Laall

19, and 20. We have to pass thac by the deadline of midnight, Hovember 20.

How long we vake In our commitfee to argue about it and how long we take on the
Floor is another matier, buc I think most everybody recognizes that we are going
tc have to raise the debt celling somewhat. But In any event I'm still hopeful,
more hopeful obviously than my colleague from Illinois.

Mr. Bell Senator Smathers,do you think there is 2 possibility of an economic
dovnturn as some of The administration officials have argued, if this tax cut

is not enacted this year?

Senator Smathers Wedrl I don't believe we'll have an economic downturn thils

veair. I heard Stewart Saunders. who is the Chairman of the Board of the
Pennsylvaniaz Rallroad, and Henry Ford testify pefore our committee just this
past week and both of them in essence sald that the economic c¢ycle of the upturn
runs for about Y42 months over its terminus and then we go intc a recession
thereafter. We are now operating right on the level of some 40 months and it
was thelr feeliing Thal despite the apparent rosy picture of economic profits

for corporations and the good condition in which the country superrficially
& 7
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appears, nevertheless they were greatly concerned that if we did not have the
tax cut immediately we would begin to experience a downturn in the early parv of
nexc year.

Mr. Bell What's your view, sir?

Senator Dirksen Well, {there was considerable speculation about ancther recession

;f there were no tax bill. I thought of course that tying that to the tax bill
was rather thin and tenuous, for the simple reason that you don't get the effect
of the tax bill for quite awhile. Certainly it kind of predicated ¢n the basis
of how many months fhese earlier booms lasted. It seems to me that that's a
rather arbitrary figure. Now as everyone might well presume, we keep in ftouch
of course with econcmists and others who are expected 5o know a little some-
thing 2bout the business cycles and what their estimates are and from what I can
learn there is a good deal of steam in the present boom, if you want to call it
tha', that could well carry over into 1965 whether you have a fax vill or not.

Senator Smathers I might 2dd right there, Jos, that quoling Mr. Saunders just

the other day in his repcrt he said the longer we walt before cutting taxes the
closer we ccme wo the next downturn. The socner we act the better our chances

of prolonging the present momentum. As Mr. Fordmyer and I outlined in our recsnt
letier ©o all the Senators, we believe serious risks are involved in not acting
this year. And of course these are two top-quality businessmen. They are not
even Democrats but Shey're still good fine citizens and this is their opinion.
Mr., Bell Senator Dirksen, do you believe that some definite spending limitetion

should be tied in the »Hill?
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Senator Dirksen One difficulty with doing so of course is exactly how you

enforce 1t. How dc you set it up in order to give it real effect? I think
that was one of the difficulties with the limitation that they triad in the
House »ill. I don't know quite how you can gpell it out. You can probably

phrase language to put some kind of a ceiling on but my experience with ceilings

cver 2 long period of time -- and that includes 17 years of service on the
‘éppropriations cormittees of the House and Senate -- teaches me and leads me
to believe thav you have some difficulty there. -

iir. Bell Your conclusicn 1s fthere is no practical way of doing the thing.

Senator Dirksen Vell, its difficult to say the least. Tiow that was one of

the factors thot entered into a consideration of the tex bill in 'A4 rather

than in '63, becsuse early in '6h obviously we'll have the President's budget
message. We'll see then what the spending level is in the administrative budget
and there you'll have some figures That you can tie to, rather than a speculative
estimate on trying to write a ceiling into a tex bill.

Mr. Bell Lets get Senator Smathers' view on this.

Senator Smatners Well, I very much agrece with the Senavor on thal point. I

would =2dd that it was argued in the House when the Republicans over there atiempted
to make a condition of the taiz bill that expenses would be cut. I thought the
arpument valid at that time. What then hnappens g that you have the legislative
dranch zbdicate its authoriiy and turn over to the execuitive branch of the govern-

ment a scle determination as to whether or not 2 tax cut would ve effeccive or

notw. That was the first thing wrong with 1t. The second thinzg wrong with it was
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that as The Senator has said 1g considereble doubt as o after all we are the
ones nere in the Congress who will determine the amount of appropriations. It
is not done over In the executive branch of the government and if we really

are s incere about cuvting expenses we can cut them, because this is the vlace

where approoriztlons are made and aprropriatlons are reduced.

Senator Dirksen I might say to my distinguished friend from Florida that in

addition thereto if you should set a ceiling of that kind in 2 revenue bill

-
the chances are that all the funds that get up to that celling might be reguested,
whereas 1t might be the purpose and the intent of“the Congress to cut well below
that. And yet it's an Invitation To come In with budget requests right after
the ceiling. ©Go in 2 sense, as Senator Smathers said, you nave to some extent
the transerring of authority over approprisiions to the executive, whereas the
exclusive power of the nurse under the Constitution reposes in the legislative
branch.
Mr. Bell Secnztor Smavhers, as you know, some of the nmembers of the Finance
Committee have charged that this tax bill as it 15 now drafted is a rich man's
bill. What is your opinion of that contention?

Senator Smathers Well, my contention is that is not true. T think the first

point to be certzin of is tThat when you lcok at the percentage of reduction,

the group which gets the highest percentage of reduction is in fhat lowest group
of income taxpeyers. They have a little it over 30 per cent iaX reduction. It
ihen works on through the various income groups until it gets to the very inighest,

where they hove roughly 2¢ per cent. Tt's not supported by the percentage. ow

when you look at the take-nome pay, percentage of talke-home nay, which each person
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will receive aiter taxes, you see that the percentege actually in the low
income groups is higher. Then I think the final reason which demonstrates that
the charges of a rich man's tax bill are uniounded is the fact that the AFLand
I0 are 2ll releted corgenizaticns which would not be supporting the bill if they
really believed 1t wos a rich man's tax bill, and they are supporting the bill.

Mr. Bell What do you feel agbout thast, Senator Dirkeen?
i 2

Senz ooy Dirksen Well, I think the figures spesik for themselves zs 1t was set

" up and this may have been mentioned in the Presideni’s message zacceompanying the
tax ©ill, that in the lover brackets you go up to o cut as high as 38 per cent
individunlly and then you drop dowvm to 12. The real argunen’ about the tax bill
iz not so mueh the difference in rates as it is the stecpness of the progression
in the whole gzt teble and witness after witness has belatedly capitulated on
that item so that offers no real difficuliy and T think it cen be worked out.

Mr. Bell Senator Dirisen, what's likely tc be the effect of a tax cut made in

.3

an elecoion year

Senator Dirksen Well, 1t's hord wo say tecauses, Hr. Bell, it's very speculative

it

o soy the least. QOne would normally thimg thatbt if o fax cut cowld ne well
nronagondized in an electicn year it might hove some politiczl bpenefit, but

pveonle are prediy well onto these dodges in our political system and perhaps

-

e dlmpoet will not be as sreat as one misght anticipa

o (=g s

Er. 3ell You don't chinlk the Demcernis are going Zo e 2ble to elainm in an

glecilon vear then, what they cut taxes?

Senator Dirksen Well, I'm Shinliing dbock of course t©o “he verities and realities

4 the Tisernhower Administration, end I'a not at all sure thzt

<
[
s

O Zhe tall cud

except for the drasidential roce Zigelf, the benefits of the votes hnd zny great
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impact so fzr as Congressmen and Scnators In the local slections were concerned.
M. Bell Let's have Senator Socmthers' view,

+

Senator Smethers Well, I don't believe it will make o great deal of difference

genernlly spealking because in this iInstunce wost of the Republicans are supporting
the toxr ©ill. As a matcer of fuct most of the leaders of this business group.
wnom I have been quoting, frankly admit they're nerbers of the Republican Pariy.

I think that the betterment that would resort to the presidential cendidate would
be on the general conclusion thet economic condi ions are good. I chink this

cut will insure thet economic conditions will be rsood, and he will then be able
&) 2

to compaipn on the Tact that maybe we hope we are not in war znd we have prosperity.

But I don's believe actually you'll be able to make the point. As a Democrat, I
don't think the Democrats will be able tc make the point thet they, the Democrats,
were for the tax cut whereas the Republicans were against it, because that isn't
the czsge.

Senateor Dirksen I could add this one comment. It's rother singular after oll

the propagandizing, if that were volite and can be used, and oll the front-page
mnterial that has gone to the country for months on the tai bill, that the
responses from the elecuorate generally have been so modest. Had this been in
ony other field of activity I think we would have teen falrly inundated witn
mail and in addition the varicus polls that are Laken from time to time would
indicate that there's not that much political steam in the tax bill.

fr. Bell 1Is there fthen a suspicicn in your mind, Senator, thot the people don't
WJant a tax cut?

Senator Dirksen Oh Mr. Bell, T neve nave any suspiclons. I think people always

like to hove a tax cut dbut if they are persuaded that it's not going to te of
= F (5=
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Pl

material impact on thelr daily living it obvigusly leaves them somevhat Indif-
ferent, Bult as o genersl proposition, who wouldn't want a tax cut if he could

S L
Iew LU.

(o]

Mr. Bell Well, that leads to the question I addressed to Senator Smathers,
vhether o tex cut will realiy 1ift the economy sufficiently, for instance, to

balance the budgel in 2 couple of years as the President has sadd.

5]

Senator Smathers I firmly believe that, as does the business advisory group Lthab

has been with us for the past couple of days. I think the best illustration is
what has recently happened in Great Britain. Well, .lest April they reduced
-

their texes rather substentically and in a very short space of time they reduced
thelr unemployment by half and the revenue that’s now returning to the government
aas increased by about 20 per cent. Look at the situation in Austria, where since
the end of Yorld Var IT they nave reduced thelilr taxes Tilve times and each time
Shey have reduced whelr tores vhey neve sthmitetved the cconomy, lessened their
unemployment, and broughv nore revenuse into the governmernt. And you po back o
1550 srhen we reduced toxes here under vour Republican Administration. The next
yoer. 1955, and the next yezn, 1956, we hod bolanced budgets znd those wers She
zerg n Bhe IDlsenhower Adainisuretlon when vwe nad balzaoced oudgols
becouse e hed QQ'?OVCHQG brought Into the government even 2% lower rabtes. S50
if you lock 2t the alsvory of tax reduction itv I1s conclugive {hat a tax reducilon

-

illogtimdeto the zocnomy. oo the gone tine will Dring in more revenuco. nad

IR ~ 3

crany WiLl glvo us sn opnortuniity fo belonce the budget ond oo ls orother obvious
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r. Bell Thiz fe¢ the mon to moke them to. (Leughs)

Senator Dirkzen Y.L . 1lt'g ravner Interesting when you thaink of unenmployment

here ond in 3ritein that over there you'wve only got about 2 per ceni of your
youngsbers who are unemployed, wvheresz here you'we got 15 per cent . . . . 35,

4. b3 you've got skills, rou've gou competence and thavs where you've 0% zbous

2 2 per cent uncmployment Toctor. 1It's in those beyond thot ape and under that
age uwhere you reslly gel Lhis immaci. Now the reason Tor the dilference bpelwecn
youngsoers wenployed here and in Britain Is that over there they wori at sone
kind of an apprenticship for o period of time and notnins more than enough o
iecp then in a toxeh way. Here, however, our whele welight 18 meczsured by whether
or not tne Individual In cuestion can put oubt and 1 he isn'it productive ooviously
hey're not going to find o job Tor him, fthey're going to resort to cutowelion,
they're going to regort to overdtime and I was zmazed that oub of 2ll the civilian
labor 7T per cenit of the wman hours nov put In =re congensated Tor to the extent of

T ner cent by overtime. There 1s the ey to your answer as Lo vhether or nolt the

tax bill ig golng to have any apprecleble effect. It will heve some, but in my

Jubpment not aearly as nuch as is anticipated.
Senator Smathers Let say just this much. I don’t disagres with what the good

3

Senator nas just said. As 2 matiter of fact I think he sort o

&

agrees, from whal
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just merely arpguing aboul wnether or not
15 will decrcase uncmployment. We're having zutormetion add So our employment
roles =2t zbout one nmiliion pecple &

rear, It was brought out, hovever, by figures,

o

L)

thet where everything else has zone up -- consumer spending has gone up greatly in
srosgs national product has gone up. IHevertheless,

last Jive years, compared ©o the previous Tlve yesrs, ocur investmens in capiva
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tuzlly dropped off one and one-hzlf pillion

permit to go on because it's the invest-

that finally makes more jobs and modernizes our

got a certain industrial copacity when we talk zkout

one of the reacons it's unrused is because 1t's

in scme of the other Kuropean countries. So what we

strangely enoughy, because the percentagze of

nes dropuved, even with the rosy pictures
lovmn to 5 per enu this year. 8o what we need

equipment manufacturing

which we will need in order Lo
and looking for Jobs.

mentioned. There you can Fes

Arthur Byrnes, who i1s the Chalirman

1 e L
it might
2 balanced

around o

T economiste you dig vou devise and generate

©'s absclutely correes and witih that particular
lilke to bring up any unpleasans menories, tut I remeunber

in 1920 he vag the cne that sald we'vre going to have 2 balanced budget and we

hed = twelve and one-nolf pillion deficit. §o. as Tv says, 1t's whichever economisst
you want to choose but the business community thinks this is the thing we ought tc
dc, have the Usx cut as quickly 28 we can Zet 1i.

Mr., Bell Senator Samthers. on 2 specific zoint in the ©ill do you think thas

“he CJenate s soing to retoin the provision of L ver cen® texaedit cn stock dividend

inecone?
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Senator Smachers T don't inow. The way I count <he votes, 1t's nine to eight now

(0|

&0 go back to the ¢ld position. In other words, to mock the provision out of

o

the House =nd to go baeck to the old position which would give four per cent credit.
Wr. Bell How aboult the Sehate?

Senator Smathers The Senate itself Twice del

%}
5

sved thilis particular proposal. It

may bec that the Senaove does it agein but as I lock alt the Finance Committee, it's
+ P

my Sudgment at the moment Lhe Pinance Commitiee will restore that oprovision.

Mr. Bell How zbhout you, Senaior Dirksen?

.Senccor Dirksen VWell, I can add one more thing there. I711 Le one of the nine

4o report it. {everyone laughs)
lir. Bell One last guestion here now. Senator Dirksen do you look for the Senate
to brocden the oil industry tax provigion in the bill serhaps by reducing the
depletion allowance?

Senator Dirksen It has been under Tire, 285 you knhow, for years and years and Tthus

)

. ~ L = o 1 - e 4 == s
far the 277 depletion allowence has gtood up. Uow, we have 2 greal interest in

1t because the Scuthern half of ry State is an ¢il stote. Those are small wells.
dug :
They are dere on 2o speculative basis and all I can say

1o

s if you remove the

o=

275 ver cent there will be no incentive Tor that kind of 2 rich capital to be
invested. You put a $70,000 hele in the ground and take a chance on the averasges,
which are aboubt one vwhele well out of nine holes if you drill. Teke it zvway ond
what hapeens. You begin to dry up your oill.

M. Bell You don'h think 1t will ve disturbed. then?

Senotor Dirksen Well, this unpredictable aftmosphere is one in whicn you give no

casegorical answer. I can only szy, I hope nes.
. Bell Let's noave Senator Smathers' view on That.

Senator Smethers I don't think 2T would be distarbed. I think that there ig

already enough provision in the Housebill which toughens up =2nd closes the Lloophole.

and if Shey are loopholes with respect to the o1l depletion, eliminating the
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agzregoce theory, I don't believe thot that would reduce the 275 per cent

depletion allcwance.

Mr. Bell Thank you, gentlemen. I thing we'll wind it up with that. We're

4t

o 1ittle over our time but that's Jjuse about it. As you undersvand, we may have

to edit parts of thiz %o get it down but certainly thers willl be no change.

The FEnd



