
INTERVEiW BY JACK BELL WITH SENATOR DIRKSEN AND SENATOR S M A m S  

M r .  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 very much this year. I think it is pretty generally 

agreed there will be a tax cut, but not until 1964. And the reason for that 

estimate is the number of witnesses to be heard, the'time you have to have to - 
digest the testimony, the mark-up of the billhconsideration of amendments given 

the Cornittee, and then of course taking it to the Floor. But I would assume 

that a l l  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 64? 

Senator Dirksen Well, it would be the order of business, because the calendar 

of committees and &so the Senate Floor remain in tact so the first day we are 

here we can go right back to the tax bill if that's the disposition to do so. 

Mr. Bell Let's have the apinion of Senator Smathers on that. 

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

from Illinois. I am more hopeful than he, however. I think it's pretty much 

dependent upon the progress tha't's going to be mde wi'th the civil rights bill. 

I think that if the civil rights 'oil1 does not come over from the Bouse of 

Representatives and it loo-b right not like ic's not, I think we can conclude 

the witnesses that are szill scheduled before the FFinance Committee and probably 

mark up the bill by maybe the first of December, in which even', i-c would give us 



an opportunity t o  pass it. Certainly I hope tbat we can pass it this year. 

I think the  country needs it. 

Senator Dirksen Perhaps one short  comment i s  i n  oraer here. That i s ,  we've 

got t o  s e t  aside t o  consider the  debt l i m i t  b i l l  and then you 'have the  in te r -  

vening Thanksgiving recess.  So putting it a l l  together, it d e s  it appear 

t h a t  ve couldn't under any circumstances get t o  it before 196L 

Senator Smathers Well we have t h e  debt ce i l ing  testimony s e t  f o r  November 18, 
f- 

19, and 20. We have t o  pass ?;hat by the  deadline of midnight, November 30. 

How long we tdce i n  our committee t o  a r w e  about,Jt and how long we take on the  

Floor is another m a t t e r ,  but I think most everybody recognizes tha t  we are  going 

t o  have t o  r a i se  the  debt ce i l ing  somewht. But i n  any event I'm s t i l l  hopeful., 

more hopeful obviously than my colleague from I l l i n o i s .  

M r .  Bel l  Senator Smathers,do you think there is a poss ib i l i ty  of an economic 

downturn as some of the  administration o f f i c i a l s  have argued, i f  th i s  tax  cut 

i s  not enacted this year? 

Senator Smathers We31 I don't believe we ' l l  have an economic domtum this 

year. I hear8 Stewart Saunders, who i s  the  Chairman of t h e  Board of the 

Pennsylvania Railroad, and Eenry Ford t e s t i f y  before our committee just this 

past  week and both of them in essence sa id  tha t  the  economic cycle of the  upturn 

runs f o r  about k months over it$ terminus and then we  go i n t o  a recession 

thereaf te r .  We a re  now operating r i g h t  on the  l eve l  of some 40 months and it 

was t h e i r  feel ing t h a t  despite the  apparent rasy picture  of economic prof i t s  

f o r  corporations and the  good condition in which the country superficialljr 
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appears, never~heless  they were grea t ly  concerned that if we did not have the 

tax  cut immediately we would begin t o  experience a downturn i n  the early par t  of 

next year. 

M r .  Bell  What's your uiew, s i r ?  

Senator Dirksen Well, there  was  considerable speculation about another recession 

if there  were no tax  b i l l .  I thought of course that  tying tha t  t o  the tax b i l l  

was ra ther  thin and tenuous, f o r  the  simple reason t&t you don't  get the effect  - 
of the tax  b i l l  f o r  qui te  awhile. Certainly it kind of predicated on the basis 

of how many months these e a r l i e r  booms Lasted. I* seems t o  me t h a t  that's a 

ra ther  arbitraxy f i g w e .  Now as everyone might well presume, we keep i n  touch 

of course with economists and others who a r e  expected to  lmow a l i t t l e  some- 

thing about the business cycles and what t h e i r  estimates a re  and from what I can 

learn  there is a good deal  of steam i n  the  present boom, i f  you want t o  c a l l  it 

that, that could well carry over in to  1965 whether you have a tax b i l l  o r  not. 

Senator Smathers I might add righz there,  Joe, t ha t  quoting M r .  Saunders just 

the  other day in h i s  report  he sa id  the  longer we w a i t  before cutting taxes the  

closer  we come t o  the  next downturn. The sooner we act  the  be t t e r  our chances 

of prolonging the present momentum. As Mr. Fordmyer and I outlined in our recent 

Let ter  t o  all the  Senators, we believe serious r i sks  are involved i n  not acting 

chis year. And of course these w e  two top-quality businessmen. They a re  nat 

even Democrats but they ' re  s t i l l  good f ine  ci t izens and t h i s  is the i r  opinion. 

M r .  Bel l  Senator Dirksen, do you believe t h a t  some def in i te  spending l indtat ion 

should be t i ed  i n  the  b i l l ?  



Senator Dirksen One diff iculty with doing so of course i s  exactly how you 

enforce it. How do you set it up in order t o  give it rea l  effect? I think 

that was one of the diff icult ies with the limitation that  they tr ied in the 

House b i l l .  I don't know quite how you can spell  it out. You can probably 

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

over a long period of t h e  -- and that includes 17 years of service on the 

appropriations committees of the House and Senate -- teaches me and leads me 

t o  believe that  you have some difficulty there. - 
M r .  Bell Your conclusion i s  there i s  no practical way of doing the thing. 

Senator Dirksen W e l l ,  its diff icult  t o  say the leas t .  Now that was one of 

the factors that entered into a consideration of the tax b i l l  in '64 rather 

than in  ' 63 ,  because early i n  '64 obviously we' l l  have the President's budget 

message. We'll see then what the spending level  i s  in the administrative budget 

and there you'll have some figures that  you can t i e  to, rather than a speculative 

estimate on trying to  m i t e  a ceiling into a tax h i l l .  

BP. Bell Lets get Senator Smathers' view on tkis. 

Senator Smathers Well, I very much agree with the Senator on that point. I 

would add that it was argued i n  the Bouse when the Republicans over there attempted 

t o  make a condition of the tax b i l l  that e-rpenses would be cut. I thought the 

agument valid a t  that time. What then happens i s  that you have the legislative 

branch abdicate i t s  authority and turn over t o  the executive branch of the govern- 

ment a sole determination as t o  whether or not a tax cut would be effective or 

not. Thaz was the f i r s t  zhing wrong with it. The second thing wrong with it was 
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that  as %he Senator has said i s  considerable doubt as t o  af ter  a l l  we are the 

ones here i n  the Congress who will determine the mount ol" appropriations. It 

i s  not done over i n  the executive branch of the government and i f  we really 

w e  sincere about cutting expenses we can cut them, because th i s  i s  the place 

where appropriations are  made and appropriations are reduced. 

Senator Dirksen I might say t o  my distinguished friend from Florida that  i n  

addition thereto if you should se t  a ceiling of that kind i n  a revenue b i l l  

the chances are that all the funds that get up t o  t&t ceiling might be requested, 

whereas it might be the purpose and the intent of the Congress t o  cut well below . - 
that .  And yet i t ' s  rn invitation to  come in with budget requests right af ter  

the ceiling. So in  a sense, as Senator Siuathers said, you have t o  some extent 

the transferring of authority over appropriations to  the executive, whereas the 

exclusive power of the purse under the Constitution reposes in the legislative 

brulch. 

I&. B e l l  Senator Smathers, as you bow, some of the members of the Finance 

Committee have ohasged that this tax b i l l  as it i s  now drafted i s  a rich man's 

b i l l .  What i s  your opinion of that contention? 

Senator Smathers W e l l ,  m;y contention i s  that is not true. I think the f i r s t  

point t o  be certain of is that when you look a t  the percentage of reduction, 

the group which gets the highest percentage of reduction i s  i n  that lowest group 

of income taxpayers. They have a l i t t l e  b i t  over 30 per cent tax reduction. It 

then works on through the various income groups unti l  it gets t o  the very highest, 

where they have roughly 29 per cent. I t ' s  not supported by the percentage. M o w  

when you look a t  %he take-home pay, percentage of take-home pay, which each person 
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v i l l  receive a f t e r  taxes, you see that the percentage actually i n  the low 

income groups i s  higher. Then I think the f i n a l  reason which demonstrates that 

the  charges of a r i c h  W's tau  b i l l  are unfounded i s  the f a c t  t ha t  the AFLand 

C I O  a re  d l  re la ted  organizations which would not be supporting the b i l l  if they 

r e a l l y  believed it was a r i c h  man's tax b i l l ,  and they are  supporting the b i l l .  

14r. Bel l  What do you f e e l  about tha t ,  Senator Dirkeen? 

Senator Dirksen Well, I think the  f i w e s  speak fo r  themselves as it was s e t  

up and t h i s  may have been mentioned i n  the  President& message accompanying the 

tax b i l l ,  t ha t  i n  the  lover brackets you go up t o  a cut as high a s  38 per cent 

individually and then you drop down t o  12. The re& argument about the  tax b i l l  

is not so m u c h  <he difference i n  r a t a s  as it i s  the  steepness of the  progression 

i n  the  vhole tz tzb le  and witness a f t e r  witness has belatedly capitulated on 

t h a t  i tm so ~ W G  offers  no r e a l  d i f f i cu l ty  and I think it can be ~mrked out .  

Mr. Bel l  Senator Dirksen, what's l i k e l y  t o  be xhe effect of a tax cut made i n  

an elect ion year? 

Senator Dirksen Well, i t ' s  hard to  say because, X r .  Bell, i t ' s  very speculative 

t o  say the  l e a s t .  One would nornrally thlinii tha t  if a t a  cut could be 'rell 

propagandized i n  an elect ion year it might have some pol i t ic& benefit ,  but 

people a re  p re t ty  well onto these dodges in  gur po l i t i ca l  system and perhaps 

i ts  impact Trill not be as great as one rnight anticipate.  

Bir .  3el.l You don't <hi& the Dmocraks m e  going TO be able t o  c l z b  i n  zn 

elect ion year then, tha: they cut taxes? 

Senator Dirksen !Tell, I ' m  thinking back of course ca t'ne ve r i t i e s  and r e a l i t i e s  

of the wx cut i n  the  Eisenhower Administra~ion, and I'ls not at dl sure t h a t  

except f o r  the president ial  race LtseH, the benefits of the  votes had any great 



impac~ so far &s Gongresmn and Senators i n  the local elections were concerned. 

M r .  Bell Let 's have Senator Samthers' view. 

Senator Suat'ners Well, I don't believe it w i l l  make a great deal of difference 

general- speaking because in  th is  instance most of the Republicans are supporting 

the tax b i l l .  As a matter of fact  most of the leaders of th is  business group, 

whom I have been ouoting, frankly admit they're members of the Bepublican Party. 

I think. that the betterment that would resort t o  the presidential candidate would 

be on the generdl conclusion that economic conditions are good. I "UhFnk th i s  - 
cut w i l l  insure that  economic conditions w i l l  be good, and he w i l l  then be able 

t o  compaign on the fact  that  marbe we hope we ar,e-not i n  war and we have prosperity. 

But I don't believe actually you' l l  be able to  make the point. AS a Democrat, I 

dont?; think the Democrats w i l l  be able t o  nake the point that  they, the Democrats, 

were for  the tax cut Whereas "he Republicans were against it, because that i sn ' t  

the cage. 

Senator Dirksen I could add th i s  one comment. It's rather singular af ter  all 

the propagandizing, if that  were ,oolite and can be used, and all the front-page 

material theit has gone to  the country for  months on the tax b i l l ,  tXat the 

responses from the electorate g e n e m y  have been so modest. Had th is  been in  

my other f i e ld  of act ivi ty I think7,ie woad have been f a i r l y  inundated with 

mail and in addition the various polls that zre taken from time t o  time would 

indicate that there 's  not that  much poli t ical  stem i n  the tax bill. 

I*. Bell Is there then a suspicion in your mind, Senator, that  the people don't 

want a tax cut? 

Senator Dirksen ah Mr. Bell., B neva'have any suspicions. I think people always 

l i k e  t o  have a tax cut. bat if they are persuaded that it's not going to be of+ 
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material  impact on t h e i r  da i ly  l i v ing  it obviously Leaves them somewhat indif-  

fe rent .  But as a general. proposition, who wouldn't want a tax cut i f  he could 

get it. 

M r .  Bell  Well, that leads t o  the  question I addressed to Senator Smthers, 

whether a t a ~  cut ~dsill r e a l l y  l i f t  t he  economy sufficien-tly, for  instance, t o  

balance the budget i n  a couple of years as the  President has said.  

Senator Smethers I firmljr believe that, a s  does "he business a d v i s o ~ j  group that 

has been with us f o r  the  pas t  couple of days. I think the  best  i l l u s t r a t ion  i s  

w h a t  has recently happened i n  Great BriGain. Well, .last April  they reduced - 
t he i r  taxes r a t h w  ~UbstaLd&%lly and i n  a very short  space of time they reduced 

%heir unemployment by half and t h e  revenue that's . - now returning; to  the government 

has increased by about 20 per cent. Look at the s i tua t ion  i n  Austria, vhere since 

she end of Voiorld W a r  11 they 'have reduced t h e i r  taxes f i v e  times and each time 

they have reduced t'neir twas *&ey 'nave Stimulated the  economy, lessenea the i r  

unemployment, and brought more revenue in to  t h e  g x e r m e n t .  And you go back to  

1954 vhen :re reduced taxes here under your Ilepublicvl Adnin is t r~ t ion .  The next 

year, 1955, and the  next year, 1956, we had balanced budgets and those Tiere the  

olil-J two ;rears Ln the ZLsenhorrer A W n i s t r d i o n  vhen Tie k d  balanced budgets 

because ve ha& r;Sr revenue brough'~ in to  +he government even a t  lower rates. So 

i f  you look at the his tory of tax reducsion it is conclusive tht a tax reduction 

r r i l l  stiada.-ce the econoq, a-c the  s m e  ",le :fill bring i n  sore revenue, an6 
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M r .  Bell  This 9s the  man to  a&e them to .  (~aughs)  

Senator DLrksen ".  . . i t ' s  ra ther  i n k r e s t i n g  when you '&ink of unemployment 

here and i n  3ritain t b z  over there you've only got about 2 per cent of'your 

y o q s  hers who are unemployed, vhereas here you've got 15 per cent . . . . 35, 

, 45 you've got s k i l l s ,  you've got competence and 'chats where you've got &out 

a 2 per cent unenployment factor.  I t ' s  i n  those beyond tha t  age and under zhat 

age where you rea,lly @et t h i s  impact. I\Tow the reason f o r  the difference between 

youngsters unemployed here and i n  FZiijain is tha t  over there they 3r0rk at some 

kind of an apprenticship f o r  a period of time and nothing more than emagh to  
v- 

keep them i n  a token w y .  Here, however, our .whole weight is iaeasuxed by whether 

o r  not the  individuaJ i n  question can put out an&if he i s n ' t  pro6uctlve obv5ously 

they ' re  not going to  f ind  a job fo r  him, dhey're going to resor t  t o  automation, 

they ' re  going t o  resort  t o  overtine and I vas aslazed t ha t  out of a l l  the  c iv i l l an  

labor 7 per cent of the  man hours now put in w e  compensates for t o  the  extent of 

7 per cent by o v e r t h e .  There i s  the  key t o  youx ansver a s  t o  vhether or not the 

t a x  b i l l  i s  going 'GO have any appreciable effect.  It wil l  have some, but i n  ny,- 

judgment not nearly as much as is anticipated. 

Senator Smnthers Let me say just  t h i s  much. I don't disagree with whaz the good 

Senator has just  said.  A s  a matter of f a c t  I think he sor t  of agrees, from  hat 

I gather, w i t h  what I am saying. We're jus t  merely a rming about whether o r  not 

is 1rS.3. decrease unemplopnent. We're having automation add t o  our employment 

ro l e s  a t  about one n i l l i on  people a yeax. It was brought out, however, by figures,  

that where everything e l se  'bas gone up -- consumer spending b s  gone up grea t ly  i n  

the  l a s c  f i v e  years -- our gross national product h a s  gone up. Nevertheless, t he  

last f i v e  yearn, compared TO the  previous f i v e  years, our investment i n  cap i t a l  



goods i n  plant  and equipment has ac tua l ly  dropped off one and one-half b i l l i o n  

dol lars  and t h i s  type of thing we cannot permit t o  go on because i t ' s  the invest- 

ment i n  plant and equ ipen t  tha t  f i n a l l y  makes more jobs and modernizes our 

i n d u s t r i d  capacity. We've got a cer ta in  indus t r ia l  capacity when we t a l k  about 

i t s  being unused. It i s  unused and one of the  reasons i t ' s  unused i s  because it's 

inef f ic ien t  compared to  tha t  i n  some of the  other European countries. So what we 

need t o  do i s  t o  give aoxe prof i t s ,  strangely enough\, because the percentage of 

our prof i t  t o  our woss national product 312s dropped, even v i t h  the rosy pictures 

we have got today, from 8 per cent down t o  5 per cen6 t h i s  year. So w h a t  we need - 
t o  do i s  t o  encourage people t o  go in to  plant  building and equipment manufaoCuring 

and thereby that w i l l  create  new jobs vbich we w3Ll. need Ln order t o  take care 

of these young people r?ho a re  coming out of school and looking f o r  jobs. 

Senator Mrksen One comment, since the  public me mentioned. There you cul  get 

all 1'1]L?nner of' opinion. You m y  r e c a l l  t h a t  Arthur Bymes, rrho i s  the Chairman 

of the  Board of Economic Advisors under President Eisenhover, thought it night 

be as late as 1972 before ve ever got around t o  hai l ing t h i s  sense of a balanced 

budget f o r  it depends on w h a t  econoaists you dig out and how you devise and generate 

these f igures  . 
Senator Smathers I think that's absolute1:s correct and with tha t  particulax 

economise I 'iioilld not like t o  br ing up any unpleasant memories, but I remember 

i n  1950 he was the one tha t  sa id  we're going t o  have a balanced budget and Ire 

had a twelve and one-haI2 b i l l i o n  d e f i c i t .  So, as Bz says, it's whichever economist 

you want t o  choose but the  business community thinks this i s  the  thing rye ought t o  

do, b v e  the  t a  cut as qutcldy as ve can gee it. 

W. 3eEl Senator Samthers, on a spec i f ic  goint i n  the b i i l  do youth ink  that 

the Senaze is going t o  r e t a i n  t h e  provision of 4 per cent taxcredit  on s-cock dividend 

income? 
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Senator &athers I don't  .how. The way I count the  votes, i t ' s  nine t o  eight now 

t o  go back t o  the  old position. I n  other words, t o  knock the  provision out  of 

the House and t o  go back t o  the old position which would give four per  cent c red i t .  

M r .  Be l l  Row about t'fle Senate? 

Senator r t h e r s  The Senate i t s e l f  twice defeated this part icular  proposal. It 

may be tha t  the  Senate does it again but as I look a t  t he  Finance Committee, i t 's  

my Judgment a t  t he  moment the  Finance Committee $fill  res tore  that provision. 

E t r .  Bel l  How about you, Senator Dirksen? 

Senator Dirksen Well, I can add one more Ming there.  I'll be one of the  nine 

t o  report  it. (everyone laughs) - 
1°F. BelL One l a s t  question here nov. Senator Dirksen do you 1004 f o r  the  Senate 

t o  broaden the o i l  industry ta,~ provision i n  t h e a i l 1  perhaps by reducing the 

depletion allowance? 

Senator Dirksen 4 t  has been under f i r e ,  as you know, fo r  yeass and years and thus 

fn r  zhe 27-$ depletion al lm~ance hes stood up. Now, we have a great i n t e r e s ~  i n  

it because the  Southern haLf of my State  is an o i l  s t a t e .  Those are  small w e l l s .  
dug 

They a r e  deae on a speculative basis and all I: can say is i f  you reaove the  

27* per cent there w i l l  be no incentive fo r  tha t  kind of a r i ch  capi ta l  t o  be 

invested. You put a 80,000 hole in the ground and take a chance on the  avexages, 

which are about one whole w e l l  out of nine holes if you dr i l l .  Take it away and 

w h a t  happens. You begin t o  dry up your ail. 

M. B e l l  You don't  think it w i l l  be disturbed, then? 

Senator Dirksen Well, t h i s  unpredictable atmosphere is one i n  which you give no 

categorical answer. I can only say, I hope not. 

I&. Bel l  Le t ' s  have Senator Smathers' view on t h a t .  

Senator Smathers I don't  think F t  would be disturbed. I think t h a ~  there is 

alreadg enough provision in t'ne Housebill vhich towhens up and closes the loophole. 

and if they are  loopholes xdth respect to the o i l  depletion; el-lminating the 
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aggre~ate  theory, I donf t believe that  that  would redqce the 27-2 per ten* 

depletion allowance. 

M r .  Bell TkXdc you, gentleTWn. I think r?e'll wind it up wlth that .  We're 

a l i t t l e  over our time but tha t ' s  3ust about it. A s  you understand, we ;nay have 

t o  ea i t  parts of ?his t o  get it dovm but certainly there w i l l  be no change. 

The End 


