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The it i \r stmm iustk 1.1tts is81) th Iooim'abh'reol) v I ita 1 )111Illeu
W\00N~ tilt I vl-lot lt tl Mvhe 'P''sre?di'. t't'i t a pit illi Devil)1mlm, 'It 1112. 9

denitl. it l9)ti)lt'1M g xildil fohat vomiotmitr loll 0tal it n of the taxIN41H lolllI

raessedlediw mrt, for a~iray 1111d Naei"m 01'de t(1llill o) n, v 1,11- vlidte
excep\tio fitil t 11 11nsdb tho lspothtsof of1( prsonsv o whlichfll it tvi( l rr

Aivirvitigtly, 11ptr118,1I~s for itelieutii ftecr~rlt iih oo incm 11
stiufro y Zt ecett 7 mret so Jl .Moeseifcl

*rcnt.Theoter cheule rMattiti ios allo rell o xcene.
'[hes i1ICNIluNl ther tlaxes onS isohOwh bloages cigarettes Diltono

,n,4 ahhtvof utit Pfiasury All'. a sces orie, lC, till Yolk poserie (Ifl(i
tramspoir too'eros

The law Joes for. (edutio of tllhis t o(tile sptse from

fth..( er tha omsendt rfo. t et pr1a
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'T1'1I ()X t 11111011101iltII4 i14 14'1110111t-t1 to 1110 r-44lt (,A' front I0 j -'(e4tqf,
Io 7 IwreotII, of Itll 11 ll fill, f fl-lltq,' pric, Itld I ,t Eux oil Itilfoitobiet i
!)1i I I H I t('(',,.mori(ef fri'ott H Io i l)et(4llE.
Tiw I0 Itr' ltf, Itt x (l lovil 1 Ilt h (' o m 11 i'Vit(h woulh Im rIlpestth ,

w hhii t I 1,1tix oi IMtt 1l tlu o( p0I$Hti4 wehI I d b ' d10 A1(d fr-0111
lI() retail, to 6 IOtOm I it,

)Ift ilH 0r t1.1111% flilitloIl fe ' lii/, I(1 I it ot 0I 1t, il' I t O H I OWI it
II lit tl lelvd li I

T|AIII,11 1, -111001(18 l l n'vl!lisoI 'ldluillyt Irmatl fmhipthl ian of pro(,get noqrpolration

Ili((fmill iad 0,1 /l allt ru ' H by 11.1?, IM11 qn pltviiiiae by, lho Holliioi n/ IReprs.
4I('tl tfl I 1114)44

ifeeli't onoi il, liudgi .r(.1(41J114,
fIledl year 1 110 Ill(,3'1,..

Ih1l1 rifti u* f ll I IONi I1n
II1:: 1od n tIlt 

1
11W

2  
I luriei( I hwVerlclla'

fit Ill Totill

tirairiltoli 1iillle till ... 1.42 Is.ri- t Io 47 Iwr. l,; 1 .. . I, WO 2, ((O

Ah'.lol',
t1llllhi stull .. ..... 1110A to $1) lwr iolli. . 177 138 31 A I841
lhr 71 1i to I'$ htrret . 77 ii wu
WinIe,........................ Alir~lS I iD 1 14 II

Tolitl allolol t x.4 ................................ 263 1,2 411 267
Tlhlimllhol(Clgilrille (vit(sall) ............. $1 to C~~I lmir Otll- W) 24 W'/ I MO

NfimuiilifI(tiroti' etlkl itimem:
Ia,-viigor outitollillo...it . i ) lervelit to? pIrceit W)4 IA0 410 404i

of imiliftllrers'

Plots w(lilt (it4e .h fIor flit o. 8 tler'olit to A1 tIlorcint IA) . frA 73ii((lltbll, of Inii(sill(factlilro' . . .prhro.

'Tta llii(tl1fr' XV) ....................... 4A) F50 470 KIAtax.
MtSCllalloOllm esise taxes:

(tIneral teloliono ,rvce ...... 10 permit. to 0 ......... 3,5 ......... 31615 ,25

Tra nwllrtatlon of tperteolq:
Air ........................... 10 p r'ent Ios percent. U2 .......... 62 .........
Other ..............................do ........ 0 .......... 0I 1 -4,

Total trwiimtortatilon of per- . ..................... ....... t -4

ToIhI 11itS('elhlOUl excISo ........................ VA .......... 41 470

Total exclio txes .................................... 1,374 6 1, f() I, 4%9

(irtd total ........................................ 2,674 22 2, 000 4, 2 0

I Wine riat reductions:
Sllarklilng wine. (cliapa 1e) ............................... $3.440 to $i per gallon.
Artificially carbonated wines ........................ $2.40 to $2 per gallon.
Otll wines:

Not Illore thlut 14 percent alcohol ....................... 17 cents to 15 cents per gallon.
More than 14 percent, not over 21 percent alcohol ....... 07 cents to C cents per gallon.
More than 21 pereent, not over 24 percent alcohol ....... $2.25 to $2 per gallon.
More than 24 percent alcohol .......................... $10. to $9 per gallon.

Wiil liqueurs or cordials produced (doilieitically containing $1.02 to $.lIlper gallon.
over 2 percent wine, which wine contains over 14 percent
alcohol (In lieu of rectification tax).

I tovenuo loss would bve the result of repeal of the tax on transportation, other thUm by air, after Dec. 31,
1962 rather than contintion at IS percent as under present law.

NorTu.-.AII extensions two for 1 year except that the transportation of persons tax would be extended at
10 percent to Dee. 31, 102. On Jan. I W t ie tax would be repealed exrelt for transportation by air.
For transportation by air tile tax would 1)0 repealed as of July 1, 19%33 and the rate would be 5 percent for
the period Jan. I through Juno 30, 13.
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S011110111,11"N' DILLON, ('1111110'm H(!lIp(IIIlp(l IIII(lor pl-vHvIll, lim for 1111 of

Cho llixom molitiolivill Oxvol)l, lot-al Colophollo wi-vivil 1111d 1, I'll 11141 lo 11,10 iol I

of vorSolls, 1110wesoill. It rodlit'lloill (4) (111) I'llit"i oxilif-hig borovil dus Ill.
(1110118448 providoll ilk 1061 lit Ilm (IIII(l oil Ilm Kovolill host'ifiClem.

'I'lix vlllo 4 oil loval folol0lollo, tiorvivo, will I I'llimporl ItOoll of )VIIHOIIH

woro 11111 illevollso(I 111 196 , weiv vollilved ill 106,11 1111d I'llo rop of 1.114%

tolophollIN tlix 11114 rothledoll of flip I I'll Import Itt Ion llIx wolm Hellodilled

1111dor I ho, 'I'll x ItIllo, EmollsIoll AM of 1069.

Ulldov fho forklis oi I I.R. 11879, tho vill-voill, ralvii wolild bo voIll imled
for 111141111or YPIIII 0XV0111. Willi rospool, to Ow IlIx oil 1, I'll I mpo I-I it Holl of

11011NO11.9.
'I'llo hittol. lax wolild ho limillfillilod Ill. tho 10 vorvoll(, 1,111o 1111111

I Ilooollkhor 3 1 , 111111). A I wofold 011111go wolild I'lloll b(I 11111do. 'I'llo I lix
\VoIlld ho tormillmod ill I ho, eliso of 11111ollillm Inkid Col. I I'llimporl lit loll
by aliv Illoallm lit hol, t litill bv Itiv.

For till; t I'll lisport lit iolil'tho rato wollitl bo rodlived lo 6 pvvvvlll 11111,11

.1111y 1, 1 M3, wholl k wolild ho droppoll vildroly IlIllewl if hild booll

fill'i lier oxtoll(lott Ilk I ho illollill Into.

'I'llo vato oxiollsiolls provided by (ho bill Nvolild reslik ill rovolliIII Col.

yoll r f $,,M) 1) 111 iol I ablo I livellilso only parl, of 1-ho

0011pol alo valoex(ollsiolk fol-11 flill year is 11111vele(I ill 11svill 19113 collov.

tolls tilld N1011111SO PlYmolit of.owisi% I lixos Ings hollind Iwel-11111 of I illbil-

il -i Ilot till of tho rovelillo, gaill WOUld Sll()\\' Ill) ill Ill-will 1963,
,ho fill) , ear offool. of flit\ bill's provisions iti it rovolluo gaill of about,

81.3 hilholl, Mimic (wo-Olivils of Olo totill flill-year rovelille effect, or
$%2 8\ hillioll, wolild bo deriv(A from tho c orporato I'llto vXfollsioll.

'Uht, Itoxi Illost impovillill rovolmo i(vill is the (lix oil lovid tolopholm
1'011vivo. Ilow, 11m4t)(11willont of tho selledilled re 0111 wolild illcrellso

VANVOI111018 11N. S,,.WN 11111holl oil it, flill-year basis, VII-thol. dotililg Ilro

shown Ilk tiOllo 1.
I'll a litovs proposoll by tho, bill with res W(It, to tho (IIx oil Intils-

110118011.(111 troll tho Presit olIC., proposals ill I'llis avoil.

'I'llo Pvksi vilt, Ill td (1111U this tlIx be, re walv(I oil Jilly 1, 11)(12,
OM'Tt for I I'll 11"'porl lit ioll hv a it,. lit flit) 1111tor vasp$ tho flix would bo
kvikill(ltl at 10 pol-colit Illitil Decembor 31, 1062t tifter whieli it, wmild
Ix-, I o 'N porvollf.

Bogilliling Jlxllllar' 1, 1963, tho Presidold, Iveollilliolided Chat'.11 Ilow
tnx A;; .11 polvellt he Imposed oil 11111ollilts paid oil t.1-111181ml-filtioll of
fivight by air, a tiew tax of 2 evitts por gallon bo Illiposm oil jet, fliol,

allId 11 sill"All "Idditiollill (It\ of I colit, por ralloll Ill) imposed oil fliol Ilsed

ill liolwomilleivial aviation as volltvllst d wit.b comilloll lind collb-lict

carrierr aviat ion.

'I'lle Presitlent%' twolimmidafions Willi respect, to elini-ges for air
transiK)Mation and fitel itsed I y air transportation coust-it.uto it user

dim-gn, Fy.stelix to 1-k-, rx-lixte(I to oxI),endiultres for the, Foderal airways

The Presidelit also 1-11ade 11. IvIated recom melld ation for a Ilsor Charge
sv. Aem for the waterways. rho revenue effects of these proposals 111-0
1;ms4-nuod in table 2.
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TAII1.11 2. TNIIIHIMP11111011 VdThIP 11 1111VII NO /till/ O'd rellclim, Illider pri'mcill /ow,
Ifi,/?, /18711 (oll 1)(INNI-11 1)1/ 1/ollitip of Iililt linfIcti, I-twomm(fildo-
Ifolim of Me /Irculf/1,111

1114vid yoir
Poll p-sir

I'lomilif Inw: T1 111141loirl 'If loll fir livirol1q.
Air 7r,

;91 to 4 411

V A 170 1

w it, 111vil nif 1111f(w il toy 111111141 Of of
J(' I 'At it 14;

Ali 177 Ifrl

. .......... 1191 107

Illcomillvill lilt lollm (if
Troll" wilailim Of por4mov

A ........ 177 1 Poll
( )IIII-I I .... I

T O1111 . , . , . . . . .
Alrwav wor climp-4:

Tik Irimmivillillo 11 fit 1 11 Ojn;tly hy jill, 0, 1) Imnent 3 7
'I'll% Jot (110 111 2 (1111h 111-r V Illoll 13 WIP
Inurvittio tit% Off hiol it wil Ili gem-ml itvinflon I ceta por Itniloll 1
Cirmilt oximthig 2 cimh lier polloij hx oil iMittlon gimollm, to

I' rill M ild 
(p to

Wilt(srWily 1 .Ier
'I'll% oll 110 wif iiow fimd Ili limilq with ;lr;iff fit If, (cel. or P-P-4, 2

('I fit 4 1wr p1lon W

Of 11-14 w-vil Ili boat-4 to pono-rol himl

T otill, levollilill-Ildliflolip of I'll-11111.11t. . .............. ...

I IlrovIslom ",lilt reaped 1 11 trimkitortlitlon (if im-ro4mw

Prewtit, Imv I(mlijk0oll Ili ralv from i(i I(, rp v4.rt.,..nt directive jwy j, i9fa,
11.11. OWN Conflime lin-pent nite fir W iii-rceiii, fro Dov, 3f, 19(a, effectkf 11 1, 1963, redliel., rate

from M tit A pi-rcent oil tramport Molt It v it I r mid rejoi-fil fit% (tit of.1wr
RuctiIIIIII(.111110 loll of Ilremblent . Itepi-al (,I% (Ili tir.tw4pottafloij othor thaii fly I& ulft-tive hily 1,

11111J. ColltiIIIIII II(IAllit 1 111.0 of 11) 11110011f, 011 Or m 4porbitloij by I& tit '31, l(w,11; reflijv i trsll! 11) 6

1 lorevilt offectIVI , !I "" I 19A.1j, and tresit Its tiva vhurge,Im-ImIllit; revenlip Ir,:'x1(l nq ivvr 0wrvo,

Sem-el Itli) DILLON. 11110 W ity.i ItIlld Al vItII4 If "),11111t i ve of Ili, I Iml -e
Chotight, it, e.41, thitt, cmmidendion of tlje m umew ellitygo pi-opowds sholild
bo defel-I-ed 111161 next, yenn

Altho-ugh wo Nvould livefeville int,41.1fution of ii-Awmable 118twellal. r s
to covel. Itil. and wittel, 1.1,1111spoi-tittioll oil .11timstly 11 19631 11-4 o1.iT1IaLq;!*
ITC011111111elided, Wo al-0 pi-epiti-ed to all"N'llt tit(',, hill 11.1; JMS.-Wd y tile
11on.w. Thim Would 111tve the efrewt of pogtpolling tile collsidentboll of
I ho usm, cluti-ge twoblem until next year.

I feel that, MR. 11879 con4ifu(cs it ne&c.(._wai-y toevelime wmwrvilig
measum at this time, and I i-ecommend its approval by youl. comilliftee,

Thimic you, IN11'. ClIfti I'man.
Tho'C111AITIMAN. Thank you, Af I.. sm-etili.y.
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Mr'. Sot't'l a y,f I havoc booul i'equos 08(l by 10 801til'S 1IA) ildt( WA YOU

M AN Mll. VIItAMM~tAN '.Wt, ii1dIwltlm to exltmot'uN 011' ~lwt4 to yout findt to youtr
votttl to tt fiho pra'oioo cont ittod lit Ilho T1it x Unto tixi outlon Aet of 11K12
plim"oul by 11) Ito lto 111 reglrds tho rojiil of' N o 10port'oiit oxelmo tax oil rui11.
ral Ia N1ottitor ratoii otfoot ho .11titotitry 1, 1091,

Wo tItgo t huit yolir Votuttiiv o givo lit'r eottsIder o 11)t ro11littinlg (tho July
'11, 10012, rlvtd ditto 0 l1 origl tIly t&lt . s Ny I Ito itdtt o a i,'Vito 11toot of
ttutttly 11riillt'oai111%-o Nwall od jtthi lut ly for ait uttli11or lif you ivs for Lil tviutpovilry
011101110111y oxe io (tax Ia) hot t'opeolod, I,'tirtlieottuoro, vor~Ialit rti lrois whie'h itro
W norHtitttto Iim-i hs to It I teiPu WIMolt le fit IWt VI01 Oil 0tt0 11111(111. Il

'Sucit fa'sli'retsom WOWti, lit fatI ,0 Opt'estt nottt gulut for 111ho comilutulig

Ilo' Ilitoi teoilis, Nwo %tIrgo flhit th iomtutal 00tItko illmraio o ti ott to t't'i'i
ho 1t)'it~tvitt, It'itttiott tlout exeio tux m4 of Ju ily 1, 11)(12.

I Itigi .5'otl I, 't'sttl 1111,411, W\llt(Ik It loroutl y, .111o Ktshi. .I11UHvl,
l'hotattsi .1. I )odd, ieoitto It.II Renitn lg, hit t't'lsoit WVi ii loots,
I AViOttI $itituitt1ttt1 -10111tt 0. h i~tOlV. (1111 lhtoto ih'ill.

Is t hat t'olvt''? WasH Ithis (lit) r''Cem hiltkidit t oll of Chio T'tl'(tH1i'y ?
Soi'wt a ty I)t1t.0N, TI'tt wa11 01 itt nuig al t-ecout I) ~ lit t ioul by 'tat

PreAsident. anld tilt, Tt'vasut'r', t ht I Io VIN o r't'oiod Mt thln at 
'rho I Itttto i ltot. desit'o to go intitl I-itt ht' Co)ittplox lwoh'0i)ttt of

Alsoetre 011" oit1irwalys which would ha1vo b i-oltgitt. ill SolttO ad(11iiotia
iiwt'ttio ht'gititiig t io I St of .1 anuitry I 963. Soit its it. t'otttjl'tolt iio, I 1103'
decided ati I hir~ 1'own, w~it itolit 111tY h't'outlttotditiotl fr1oml its, to 11C.i love
tilo sattt.. t'villno re'siit. by ha t'ittg lit l1801' chartg(es IleXI you i', )lit, ])lve
tilt) debaRte ill tio, nlext sv.ssioll, and1( ext end for' 6 Ilnlits~h1 11101 the t-ax
()It tnalttipotttt itin of i)0V80115 by t'llt iid bu1( 1is, wich'i hits t%,l'oXilttuttely
tilt equitjtilt lhwtt ing t'ev'elmo ell'ect, of tito tusor. cittrge\9 that hail
heeil sliggested for 6 tuolitits oil ttit'et'ft.

The CII MNt.m What is tho rovenule, loss for the 6 imoniths,?
Secretary Jnio.Oti table 2, as tootneto-
'FlieCHAIIM AN. I in spealkingi Of this one0 it-Pil.
Secre'tary ILLON. YeS. 'ruble 2 talks only about tI'ittiO1t i ifl

ttxo's 1111(G 50we tllikt it, out,
Under 11.11. 11879, thle item "Other' tri'nisportation" is thie item wve

Arei tAlking about, antd it atillomtits to $63 million which is includedl
ity thle Iflttite. It, was inclutded foi' the lIlmse of offsetting those user
charges, with iltl 111t. t I0sonliet iiing Situilar'.

The ('IIAw1MAN. D)O I understand that, you favor your original
mcomienduit ionI

Senator liLON. WVell, fromt tite piit of view of trl'tt)01'tttiofl
policy, 1 think the administration clearly feels that it would be0 1)i'oI)er
t ra Iis port at )io1 policy, because t(lie railroads are ill di fficulty, to have
tlt4tax rl')aled l n te 1st. of .Jiy.

However, wve also thik that, the other' consideration, which illmy
particular consideration, is the revenue for next year'. The budget, is
based oil certain revelnue coining inl fi'om Continuing these, thlings.
We would hope that one way or another could be found to give uts that
Salle r1evenute.
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The /1~ A IRMA N. I )o You oi- do( You iot favor it 110W? I aml just,

,,ou IIilfltI o t rcollllietOIdutionf llt i Ch 10118(1 tA) futa it, ef1retive
.Jutly 1, 1961)0

'14I(44-0t A- ItiILN. ''Iiil I thill is t'COltli(OIi~ 110 ou ?-11

Soetelary D~tILLON. '1111fC i8 0111. r'9(olitlel(ittioll o11 fi'I118j1E)1tttioil.
We Iitivelt ecltl1ge(lhI.

IM( ( IIA IIMAN, .1 j 10, wat od to liIHk youl it few getwt'ii fjllet98t101.
111100111111113', tt liI418ft11110.

You l F wer (11 ok I ini II 9jlle pa W1t114 ' II itiig ot ii lll- 5I 0110,I I hole IAN
it ta I el~ficti. oll frtopIfJ I() Eoff liii 111 wtilt be() r(c19 l((ll teilfdef b)y
1.110 11(1111 ill iHIITiOII, 119 (1 C.11 Isecilcl.It-' of Cottii 30199 11$ sid (1 11111 Ile
Ilitik( I llre sought Ioef) l 111 illIllitI e itx ref (ItliolI.

Sm itit' III II -P 11111) t YH ti' 111- tIgIL to I w ail ili 1111illte laIx red1 ic-
11011l of '2 e11cit (IfIl 11w filw.

(1(11Id Volt gi ve IlK Ho1m1 Iliforitit til 11t to (11115 J)0NitioI of tie
'hI'I'OtLt I

SVW919I Ii P' 1 i 1, (N. 11 T IM~ Im 11)1 o1 thti' 'teiHIl 13', I 1.1 lit ik, iN Very3
elemi..

We I iiive, lorth 111(1 ej~ 1111 i.,Itl1(9(1 ithollit re IL 1('il ig of die. in-
C0111 fi x ill it 11111 that wonll be1 ready for preseuti1111iol t~o t110 Cl-
gt'exH tw .10 till lIY.. Th'is i It I IltijoP 1)1oI)911. 'I1119 idfll (If 01 bill1

%%.oll~ Im o rdlic ileolm Ilx rth~mfro lopto oll ilK It 1 wa
(jltoted 118 811.3' lg I'ltoee itid ffie1191 ill whole or Iiill ar1, 06H '.9(et9 Iow;
113 ('1(18311g Vlt110lHthe 1119, 00)1ol('N (II' 1)y I)PoalIig II' 111 1.111119.%Siiteo Ill the I 19]t 1 '1981( Ill 11dictld i iILat lculitoutIhat h11 u1ide Chtli
it wits Il1lhik(oly Chat.l loophole cifIsitig ititlotti Voti1ld comte to C11o fil11119
amounIlit [IN Il i'edlctiolt il i I l1('9titx, 10( 0ItIo C wlVl~ld be 801119.
Iet, overall reduction. 11h11, this workI 11s1s not. I)1ocOcdC( far enohigt
for 1.18 to) ltvo ally ill formnationi 01' ally coniclllsiotIN oil I ItO ext (1111. of tCtat
ovori'. 1redulctji.

'1'Ii (ITAIIIMAN, As Che (Ihatir m~ideIstaltds it. YolltlttiVe 11(1 iIIImlQ1i1tA.
inteiitiOii1 of reCoiiiiiien61dinlga, tAX YCdtICti11 ILL 11138 80H.-4011

SecretarLy l)iI,mN. Noiie whattsoeveir.
'Te CH1AIMAN. I1 WASH illt-CI98t(l lit ILpeech(1 by Budget D~irector

D~avid I,. Biell, ill whicl 1ie saiid t he retld ditiger of 1LIL affLtciipt, to r-each
at budget bithutlco too son~J is th11t, it, 111113' itself Con~tribute to brIiniginig
the recovery to it hialt bel1ow the full eml~oym~ent leeand tilit
s1hould( the estiinal-ed sulrpluls of $.563 miillion1 occur, it wold(lihave it,
effects. Do you agree withftliat?

Secretary D)umoN. VWell, I lia~vel't, senCCi 18speech ill tiny detail.
MY impressCi~ion of wvhatt lie wasH talking abIout wvas the p)ossibility of

rovenlims not, living uplj to our orifyinal exp9cta~tionls bCcatuse the econi-
omly is not mnovinig as wVell as we ladl planned, and that, therefore, hie
wotld( be opposed in that situation, to trying to achieve a balance by
reducing expenditures that had already been planned 1111( aIppopri-
alted to achieve a balance.

I think that is mny impression of what hie was talking about. But
I have not seen his speech.

The CHIAIRIMAN. I would suggest you read hkis speech because T
think it is one of the miost remarkable speeches I have ever known a
Budget Director to make. Ile indicates lie is not -in favor of a bal-



0100 blid wo o t~ till thav i ttil 1111 im P l t ill oi'.4 1 I 'l ' 411 Owl or ott it

t't'Illml atnt dki wt %wy ho~ 811111 lmv illl.\i 1,411 (0 thlt livllm

I %Ilil vwh it hi ' 0 1i l wI 11"4' in' III Ia 1 a It li t tll at I o 1' t~It I t ' I' u
h\i' r t l Iil o ilI i' i t 1 m yaniltf)I iy

klll' l l\\ ItI I it o i II vI I'( I I I I m y llIitI I' II I \. I %tilh h it n o
I i t% t tt I l \ N\ 1%liI hI~ I 'U Iteti X Ya? v ti' I Ia It Itv

itOOV it a V Ih v I I N e'tit , o Nlo t I ~wiI "h tIk Ia Iiht tvt Ih
I ha ( 'IX m .a tI't I i' k l til xe 1 h hoa~a Ia oat'mi ?tiiw a'jl
sk to V I) hI a 'Ii I Iiii'm o %IP I' I'm t'I h. t fij I Itn I l1Itt I Itvl atatta

loin e~~it to hi ' Ii O .hnet~ 11 1i'to tit' 141m11 appova 1 tir W ha tavil .11, 11
I t ww I i it m it ~vI m\ A th vltl l wldi I ta llge Iht lt( I)tU tt
o It ~ lmvo I\ iat.I lMht iip.'t 111a iiilvwmI v111i h il

t 'oA It 61 \ N1 i 11111, h i' II"to'as. wll'h i 'taiI t tt tea vo vt' 41 id

111 % , U tin' I h t ild utnitot I Ofo til IInIoi llo iilri
NO %lk I't O 10' 11 leh i lt 1t a It W i Ill, II a t, i 1 :11't , 11' 4 1Y4 1t l.Ill

10 Im slth tia'a iSZ,0 111111til wh il i , $'1 I bi lin , lv sI it )II lth
ofni~'i ti ' 1i tllll kin ila 10 f' i et 'h g u 115 'lP'~i''~m

In 11 ti pis of I i' (lig i i ueI b o ind tua11w
11i'i lin.m w ould hollblioI~ ~ i~talewyof$m(imilo

Ita 'Ay. In I h Ioae wem fbtte atk that OX11i1, ito re $c~o-
T1Vl %0), usedl I I ~9t, tllit ligail tI t 11,1 S1i('111 li mI'P tlt'Oixi(I

The tiwx Wi 011011'1t\11 dahIM f l' 1 s i V11110 -eain ol
SOy and'llr Idun ovf I bil in I's pyo th ilktt ridth woul it) o11m

11%N11till Owen tf 5i ton tini theelllg2111 inont ths wiilo l

*)'011o dkiioArvoult' Z110nu 1 receVMitS hav 1 t1o0 seasona01t Wt~l chat rae

11111) Iv much t~ ht'" *'eits hinlol t ith iton lndft of $2he yar than
o 0inly it ir hlf ofi th ear. k MMhe1 o mt that Iot b fconth

vri" W'vnu zmo0nt llolfiilbtit is tlsmotiollne ad l th (iruent thrud

T11 Withee aun 11i'i ofd (hon f4irst ha0 ilth ir. of i'euig y
AVhA dWIhi -ofy dnt49l.7 byr.illion diiollar froml that it was oovr

O M11 4 OIt'e of " .nin h ilil 1S - 101

TWh ( mul laYu stotill ee that theol iate of-h $7 ilo tlS

mv lio i tilt, t jinte of th ear.rhe fol( the t aetha yearfr il

%ehie iSyfrtstnt of~ tfhe etirphte forthe nurxlu fith-eanxtrca

yua -s eria.Iited in a budget document was just under $500 million.
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he lite I~e h o it Ow IIIvid'ltf 11114 voI f lielll i or addi,~ i i I ' 1'nif 44
1110n~t 111,1 I 0140 (f1 %V111 (4It'l 4 ON i tl' 10 111 1 WOVIM 81 1l'4i'll 111 1111 1'Edi 14 vegtie1

'lvl Il l itAN vk'l1 t f fl 11u 10 0I M 1141 ~i~f~111114 % 14I(3 I410,

I 11 14, ift lt I141 oil 4 11 141 11111 I y I 14 til '14441 t i fJ14'' iil I I~~I 4)14Iy

llTIM ( 1,11AIttAIN . A( 1010 uti f 1 1104 It1ilg~ f41 M NV IM,4141 fil ly104 ITnue
I lilt 0 ii 1141 11111i~ I4'Otl 11 Je liiij.4i pl i 1, 4 4gie f 14uh iijit('

811111 I-Vr DM'MNfIoa 11111fft 1110 31111 4111l11114 1114 i, 111 IPfI IOf 1,1111
141.4 ii' tttellW,111 i 3' ott d4114u1fiv i ' ~ 0i P v lofst.110 ,11ifIl xl"'~

414 '1 tlt(1 0411101 41 44lit) Ili*J4ltd14 1'4,ll- l t l 4 Ito igi 14IIt v'i~ 11(lil~ l fi i ficit"
O '(Ilt1 y111 1 I 111 11141N TIM f4.1I'll1411111, 11111 10 1111d 11~14 1 iiii C fiiiiI1/ $ Ill ill-11
V(1141 I ltily it 1 1111 11 Itl111 j11 !14'V1' 44 ~(1

TIMo~ (1,1IA)4'lA414 Am 14 t t hitif I t eu, 'm I liiel iped llf , 11wine 11111i$
1411111 4( gvi l i i t 41 114 If$4 %V44 14 i ft 11 14 1,1 4 III) un H i i'1 (1 i'1,

'l'tiO av ( 0tt , 1 , I (111t11k 0lt 11 I)tII4c 1~,ml (~ito. 14 Iglswi u.'F 1111 fork

',141141t 11 4 IH I IIIbiif III- ill (Io ei do M ton.isoI d 11111Y Oi 'l
S('lefItgmityl J14 dv)N, v . 1 111 fliik 11im ihri et1 W41(0 1110 0011.)
Now (~out l4,rthe (ifi yof tintHl to igh poket hi W41,4 high now,

HO'Olie litmom i) cktN' '1 m mld' tikehi 4o iv IMiU, I Oletil think11
TIM1 (1 11 1111(1 ito 4ip 1 0101,tf 1)2'i0e-(11 lIngl Ill~ g1,11''141 4Wiikit, 410a

to ( 14)fIntitHY,DIAN I wi (111141t hi thft Ill ~ g*trtlCOkl1,lto
ineThIe tIdIuersAIA, Io't oth4iniD fIdmictks CO 14 genea oeitt mock

tmlit~lico 110 011(14 Ob I tolt o t.olle'a1 Mofo1l J,04 (11f11tethfiig4te

1(WTM iI('Teuin DIu'MNin 1 iill ary isl ighl, ln.ago nyo

'I'Ii (111ATJI1MAN. IDoub y flTy~'4Oion think the ofock market i h ihnw

8eceehqyA)m,omN. Thoudnt, Ji~ w t Iqoe tgivex apert1I4 ont.hi
Th'e1 0111 nA. all 4 wlo need ifyu g T he oma~et enra

to11 bo thl witf nrut~ I call sit tisthaile wnfllwh UIch has l

prohbar a olt o t asoun tm3 ecevario us emainateg ti f adii-

S-lelnqato Gonx.Abtwh?
The CmrAIR AN. About recessionlpno bu tesokmre
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D~o tall thillt Nvo ark)I hondel 'I (ov it oomioI~l (ot I1tv" o got, it I'l-

8o Mt'vottttw Di hN. 'No, wo ''let,401 al ltvo 11.31 liou 016 ovolty
11 1 il tt etl alo, ilg 1 oli 11will vollt I ttttelby aIII1 IlgaaH, it) Iovo Ihtadm

foll I lito Amllo tlml ole,
I11l1tJ(,( till pol. 1114 ltda'yV o' ()Ill- btlgle"'t oyva'* P~lit rly Iour a'amomliel

.volkI Il'~ IzAt seoi tutotItlAt 0li1 th10 IlWAIIige, 11ihoit 0 11 (thai Ilatota

Wh lt i nthiailn idt wollalt, ah1 II o'alal) t 11(h(1 tilt ti a gat111
thmt. will Imppoll tt'tlwoeti ataov mid I tl t aoa' I 111t, (1a(t it lily Ne See lit)

Th, I 'it A110MAN. 111 00101t' Wtrll, uh14 s 14a6 API ledI at lit I IvI'a'esaaioii au1oao-
lt' oi ix rethtlet ioll tid til faa'tl will 11111, ho pa-mout od Iit 01b Ii eesm~ani

80 fan tr am olk ktm 1o'neai I
8etilwivili 01mmN So (iata 1As 1 1 IOU eiwai', thlere 1" ito (jtae14oo ol'

I at th'1e Iti m I (ltm't hnaii' aof Ily ititti fit ext'raI 19otj aetIlm liit
til file this %sk\Fstll'.

I. I Wilk Ch 1io tett'11i tt %lot, Nith It WOOK1410loi, bltt 1,10- lt1'18 hat101 x1111,1a
1111ttd it I hmv lbo it I hio bits)10 001111'ott1i11t11t v dIlad. I Ito ileooloti

aivate bastqeI ast ltllalvg Ika atwyhod III lisliteos, (l10Ovawtmeaal,
vwire ewo m wold hltiv Ili~t It, to ho ia'a,iioa It, 'atm nlob ailo-

"%'ekotl yet, Atilt 11 'i 18 $~oOn tiolhi., titt it, \Vill (aI't'y latasliiiiamt tap
to Iv'; I blly f011 k' ateit~y ojtet'tt ino4 tid 10gao itofaiatsli' tct

tm'u~niet. t a 1oV11r~aitomldai l
111110 0 t8ii0AN. A of toda1y-WeOr It-0it lit at r000411io1, ill yourI

olpinionk?
Sqvtx'vr Iato. No.
T110 (Wi1M AN. Whtit (it) yoti t'cgiid its fuill otnjlaoyitit?

See aiwlhia.ox Ialeadly' full, (Inplawatn would mnomt a voery
low 1111Lueu 11gur4 i~tat at p'11111iinau'y tairgot, at 4' aou'oent

tnlenld~ttuc t 011i Nl'~~ iItI Of 111A0101 (If JIGO ktior httiftfieai Igitra0i,
ha", been ol ea ly 1100ptodalis tint itt'ria goil, to aim at. A fter we

hav ilttoll tt''an m ai and It, for ua NVile1 -WO will moo if we
(,',l o twteov" mid 111111 lvopl Iloilo we (Intl dto it lit-tlo oter, nirybo

2~V 1m"eIIt' tthit tt)I6 1'l~ iko that,
]tt 'oaily 4 pervnt, is8 the Iltrt iitbrhim goad that we ame aiming

1110w ("IAWAAN I have a1wIaVa niderstood thiat the so-cmdled full
,mv~ployuient NWas hasod on 4 poreentof unemployment.

S'Lrnwy lDuimox. Four' peremt, utxemplnont
'he ( CIf11A-t . As of April, there wore) 3,903,000 utnomployed

w1hic is ', poleliet,

Tho CHIRA~N. 25.4. Yout don't !vgard that seriouslyI
Secetary DLT.ON I do. I think it is very bad that nearly a ini-

litsn' lxaple skm unemployed that would have jobs if wve were operating
at, ner capacity, which would he a 4-percent vinemnlloyment. -

The CIUArnIA'N~. The actual facts are, of course, there, are more
1".opl,N considerably nmome, employed today tnm a year ago today.

Secreltry DIuLOi. That is correct.
The CHAuIuRMiAN. As 'we get new labor foree.
Seevet.Ary L)IU~N, 'Well, busineob condlitimfls today are mitchi better

than a year ago.
-TheZ'CHA1RH.AN. Thtank you very much, Mr. Secretary.
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WVt will halovo Moio ielu-(ti Iln'tiotiolis III tI90Co~ Cho btit)dgisf, wleia
tio lt), l11111f, (flll tI 11) W1 wo wllid lIiko' I IlVII youl 1nfole Clio

Sulultol'1 i'HA'IM1014 All', M u44Mm1-ef au'y, loa'ck 01 thlis uia1ttor iffinat'wflifioly

TI o O-nuol b'Xill, 11 i. 1i111i Ief 1-0,1-1~ it, e filo e Of' ll 'vi5 uiiti' Of uI'llot

lilLt, 100301 Wl1'OllM inI 11,11M01- ID, H01110,0' I yi't ( Iwttaioo, it" I
gldi aoe Ic, youl would bo ]Iii favor of ifovinig thalit, fdt~ o r Cio~ i'ejtwI
of)'l 1I0- 1; rooaat, ~ tax 1 Ithe t4I IUJ)Ott dli 1Of JX)V$01114 fl-0111 .luIttP'3

80$rnrotoryIjwou~N, Ye 13H1 i I tliadititIOfl flIvoIt'ht fbi itf atftAr
ot' l'Il)Pj)~i'tltI~l 4101 oS! wVoIld It 'tgf-41lil 1(114 omo (r ttVtlilIO i f Iol

ot'lo it' vty cotiltin 1, tx foli tt to 0fLI'iy it, ota. Hooit -1 do flhiik dita the
141,1it11toii of fCho I-till-l'tdiH 110vr soraotn4, attid it, if$ flal of' ou'. big
l)1'tTllilL4 'I'lltoy 1)31 bloi led to lllove flistt 00i i rt'ttijfln woilti oo-
(301' lilt(t[ (4 It wits4 it mutir of itdititrixtionl CtipjortittiO~ oil c11ye
Wet (tot favor thit.,

Hotittot SimA'rulttm, :Now, (it Cable1( 2 yoii i'efoei'd tAo thal io ri t (if
I'Ot~titt ~vi~oi wuldIll ItsiYol haveY~ 01(5,41 oil flat' ofhatw51 seefioll, yoll

so, 'A ranud Othler"0 *6Iurilhioll.
WO ~( IulOVt) 1lui1d, I11) 1114 ~YOI1 IlliVO N1'101aut ilItMh loiss Would We

wold it, nt, u'uutluu' 41 ii ' 184~'rihlion, it vvonld i jistillf of thi
Ank I col'm't'(,or Inacorr'tet0
800-OUlofay D)ILLON. NO, It W(JUld b0 t10 $flfl million.
H0ul(ttol SKMA'iI)lI1tli1. $1111 Mllionl.
it otho.r words that im the loso for tile bilance of tho yettr. Ho thlero

Woiil1w IM its 08 01 ualilhhiOn ill vI'Ynutt, to 0h0 TIJ'u'tuV if WO did Its
youl have i1!ggeftetA) inv 1OV3tlte repeal ditto nearer to us, to #July 1, $63

8001-01,11,1"y DI)IA)N. YOH.
I think tchildlly thlefre ii Home11 slopcivt'.r of other revenurex from the

railroads thaat. wo wotild ('o~lll fhtt ca tho yLt even if the tax were
out, ol beeaulso they paIy their tuax with a it'(Illy of ltbolut 2 irionithas. I
tliink we wotlId collet. :Lbotit $16 million, so; I Mhilk the adtal loss
wold1( le abot; $50 mhillionl,

Sentor SMATHHJHHI$ I 'wotld like to sivy there for the record that,
atnd to tittebtidirrnrn-.

Secretary lIFAMroN 'The figure is $47 n-jillion. I thigit it was about
$50imillion but; it, i$47 million.

Senator AMATE1'J8. The Intorfntate and Foreign Corrnierce Comumit-
too, of which Senator Morton wits a member and( who wfis here a inin-
1it() lgo, agalli iui1iniously aoLe0Jtd a resolution iirgjing I lie Finaice
Committee to remove the 10-percent transportation n tax of persns im-
med iatoly, its they have prieviously done1.

IjIut t hopght1 -would ptittin the record.
Mayf I ask you one other question about the tax of passengers who

travelby air.
As I understnd' it, the lIomaw libas reAluced that figure to .5 Percent

commencing tblis July.
Secretary DILLON. No, commencinjg in Jianuary.
Sena-tor SM ATHEtuS. Commencing in January, all right.
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Ft-ornfli h tfillol hro, howv 11111111 10,414-.vf thalt is t iiken Off, whatf is
the lotall lo4 ?o. pilt ay 4, hoegiiis Jimittry, whlud. wvill Ixhoh y('arly

S00-i'y ILL~rON. If 11h1t, Mout-ilied 10I. it) 10 l'colit, .11'tv, if I fill

jul1 io. 'G' civoeio roduci tig it, f'roiu 111(% 10 pl-ilt. rif.'iot to ES
IHINIcollf. v'051 w t $33 1 1li iOul fa'o111 tho 10ii)laoS illth 010 (III 111010.h

801111(01 SM AT'II atix YOUu' 1-0voilnenuitt1on, ax .1 underxt I and it. oil
dta Ia't iolar lit, )iIt, is tht; I-oul will ftl'ept t.1u Iollso bill. Y ou
wold prefer', 1i(W*Vt1P YourI ovigilial positioni of 90i'11$ 1tok into tho

HOCIIlied 11501' ellittges N0111re tlii tax is fit.onj t If
Sveft- DiyILLhON. A'011l, Kt is VOPY lo 01111t -hat till'('11 tirlhuIfx oil

iilinle traiiliportafloon is totally initqiditfo als it 1150 eliirgo. TI'lw
hils hetil argineu ttoo x what. formn at iior elharge should take,
whot hit' it sholild he it (twx oil trAnSport at60uu of p)ON0onl4 Of' iLta NXOn

'l'ni dinnit iaf ouoriginially folt it. Should he solely oil fliel,
'Pho iiiiliistrty, I think, l)1'Iftrc i I I% X oi011IHI)o1ttii oil of T)1'sol1,

wiliell would ho, '11ald at uisoe arg. Axs it voniproilii ill Cho u4ggo.C4
dion b~y thoe lPre.idti this your, they dli(1dod it-, about, rM-5, hltf it taix
oil w)rsons, wivih was tfixH t-poercent 4 ax, and h11lf it taix onl fueol.

10,f hoso l1ie lser vchiarg(\s. I wold Ithink if We, are, going 4.o lose
I hi iIITY11110 fV0111 t10 ri'ilr-oMId lind lMIuSe, it. light he wooll hilbih
0onsidetring vonlt; filng the atirlino tIuX ait. I ( per-cent for (lltothl
yotllr, which, Would have about the Siillo ml'eluo effects with reespeet to,
f-lit, airline, illduistry ax. tlic user 0char1ge rovomtnfienditioiis we, ma1de
lR'for(N hut, it. Wvolh(1 1)1 in at forni iiore palaitablo t-o the awli-iin-
dustry tealuxe it. would ifnot; involve, the fit tax whichl they atro very
uIntc 11'onvernied wit hi.

Senator. Sit.vvrllms. You think thien, it ('ontiliittiol1 of div hexvise
tax onl t.1'111lxtlortatioml of passengers b-v air lwollI(1--hloll 1 duts your
recomninemidat ilion With thle reinlov'l of It. onl ra1i'loadsI wvon 1--'ollt,
bring you bac'k f~siscally whero, you sti fled frioni.

Seevetar'y .1 i.r.oN.. Nes, wo Wouild loso fori the year1 as5 it vhoht only
$14 million, and in at hill this size I (lon't 4hin~c thait is really ig-_
nificant.

Senolator sMltvrlw:u. Whly dto you feel, if you do, fool, that. you (-ani
j usti fy thIIis 8

Is it.your belief that. the airlines are (oing better thiuil the ritili'oids?
Secretary lrox 'It. isn't, a, question of doing- bettor. lIt is at qies.

tiomi of the Nv'holo phlilosop~hy of useir ('htlrgeq. Ilhe, U.S. Government
is spending about $iOO1 m-illion a, year inl one -form or another onl thle

airwas, ainl it looks like, that, is incereasing. These1 user charges
Would hie Only 11 smllall proportion of that'. WheI reas there are no such
exivndlitutves onf the rai Iroads.

rho railroads are heavi'j taxed locally and otherwise, so we think
there is quite a difference there, and I think the airline industry has
recognized that, and tweelted it.. It. is just the question of the size
of the user charge and the form of the user charge that any debate is
over. But they fully accept it in principle and have said publicly
there, should be sone utser charge.

Senator S31ATIRs. Are you familiar -with the general financial
condition of the airline industry as distinguished from the railroad
industry with respect to passenger carriage.
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Secretary l)11 At)0,N. 'Th13 airline Industry is doing soinewhat better
this yomi'. I know they wNer not, doing well at, all Jast, year. I say
so far as pmsseligel' opieriati s i conierned, the alirliine industry is
cotlIid0l'aldly 1)It t l (III tt l tio railroad il(lnHstry becIlaus th 1lti ilroad
In(111try losesH HIIb)StIAM11 ittiti iil of Imolloy every ycii P oil lmsHeol) mls,
and winatever the il riinv4 make the LnilI of iC i's imiideou ot theo
passeiiger traffic.

Snat01' S tA'J' JI. All right, sitr, tos are ll tie questionfi I have,
Senaltor Byrd.

801t,01' WIJAhlAMN. Mr. Secretary, the Witll S, cet, ,Joural this
mornig has i artlicl comJImeting on Mr. Bell's speech an1d also
ilIU(10S th i HIlLtl.'lIVll0t:

lr rhhQ1, 10i'lly IIIm 1hl'Ige!i Im will rc('omme ill lIl er(m.tiboard ro-
fhie'tioll of Inilivid ul ii lid J ( rlioitJ blix raI'l4 for 'owgremioiilt ellie t jioxt
yea.qr q1liwse ouhillgoH, to m1, (1f6'ei~tlve next Jimimalry I-

id so forth.
My q(llesti0Il is if yo( ii ne (oilg to reC(IllmeInd It rdu('on i in co l

l)oralo t1txes Inoxt yeal' reto(ative to Julallary 1, why lOt just extelid
thesot to J.liiiuiry I 1111d be (o(lle with it?

Se(Crt ary )ILLhON. WellI cause this would Im part of an overall re-
strll(turilg of tho taIx bil, 1an(d wo ]llaV not, yet decided what the
re(MiuQt i (orlmorale t ax(s woul be. It, is very likely that it, might
not. ie its II 1ich lhi tlii fll5 p)o('(l'ctt tl int the'y a'(1 tiulk il g abIolt liere.

So, therefore, wo tlillk it is tiullh ol)re im)or'talt, Chat we just ox-
tend these is we have in the past, for another ycur.

Senato01' WILIAMM. Now, in your earlier st le(nt, you said, as
1 nh1((|lrstoo(1 it, that ono of the i'etisons for waiting for next year
when you recommend th is aclross.tie-boa'(l tax cut you want to offset
it by losing iertain lool)holh.s ano broadenig the base.

Would you enumeriate titime of the proposed fields where you are
going to close loopholes?

Secretary ])ION. WO, 1Ve1't, gotten that, far in o1 C(onsi(lerat.ion,
Senator.

There are very many of them. I have not yet myself received any
detailed recommendations or any recommendations from my staff on
this at, all.

So, 1 ton not in a position to do that.
Senator WIrLTAMS. Well, couldn't you think of just one or two that

we nay 1)e going to clgse or can't you think of any loopholes?
Secretary" )xoN. Well, there are plenty of loopholes but I don't

want to dignify anyone of them by mentioning it ahead of others.
Senator WLtTA, MS. Well, l)eIhaps it, won't be dignifying them un-

neemarily, but if you are prol)osing to cut taxes y 7 to 8 billion I
understand that they are, and to offset that by closing loo)holes by
$3 to $5 billion that is a sizable item and certainly you couldn't ap-
prove of $3 to $5 billion loopholes if you couldn't think of one to
start with.

So, can't you just think of one or two?
Secretary DirN. I will tell you one to start with that was not in-

cluded by the House in the bill that is before you, but which has been
a recommendation of the administration for inclusion in that bill,
and that is the repeal of the dividend credit and exclusion.

Senator WILTAAMS. Well, that is about $400 million.
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SEcrentary 1)lr~ox. wVell, it, Illiy be ntiver $LS00 nillilon, but that is
0110 whili'hlua already boen r'ecommded.

801l1t'lO WXT..~TAIhv4 40()01' bOO.
(Cat% yout tii of im.llotli onof~ An(] 1h4 Mihat Ulo0))1loV0
smeiotilry itTmN. It. 114 tlot-; it tlolm of whether I civi thinkl of

tholll, wsenitoi', but 111Al~ lhavo not rm('iver any rep orts~ fr'om my
Wt T .11 o ot, know1Wfl the1y 11111(10 up1)010 $3l to $5 tS i100 140 1. (Otill
not, hi it p1t)M1t.ioll 40, imld not.lPl~lm to, 1ik It 1V of tliemo bevaliso 1 111n
n1ot. t1ilig of til Mid( l~ il 1111114l oj)01n i i I hI u received 010
ropol't f rom my At itt

80111101 orW1r6rAAMH. ha lt hord it rumor they itro going to recoin-
menid it tax oil foinl 11.olls.

Is tllahoh (101 OIRidol-1l?
Seerot~yi f)mmmN X. tx oi1 founldations1, you motm1 oltrituableo

folimdat 101)1?
8'~1t01'to IrJMAM8. 3118t. foituolut 10114 inl g0t10r10,
Is it. Just it l'1111re
Neort'tary D),oN. I don't. tihilk I 1u(I(Wfttllnd t, queltom~u Isnt.

801n1to' AVI.U A MA. N"(1, hu1.t 11fi' 0lell itaro going to recommoind
a elimigo lit the tax sti'uet tio, are yoll colnsldorliig tlitt.

1 11111 pist, 1181(11g.
Secret ary 1 )u ,mt~ So Itir as T know T haven't, hietrd of this, but 1.

lluavoln't ol IO0 lV m1lildtt11111 4 ons iit il ('0111 up) from1 illy 8talfi Yet.
They ha1ven't, gotteti this far. This is it bill that is not supposed to be
reakly for 7 months or more,

S01n1tor WLLI.AMS4. T canl unfdetantttd that,, but, there, hatvo been
dollar figures; put to tho edpf Vb~iiON\ anW id I don't ituderstal.llhow
yoii gxot. to tile dollar figures If yoit caii't, got, to aniy basis I

Secrotay1uTN.hr 111 9beei.no11 dollar figure pult to it b)y any-
0one oliil ill the Governmient. Thlis is all. ne0wspapier gossip. '1lTh
Presid(ellt, I doil't t-hink, galVe anly exact, figure.

Senator WILLI .AMS. IS anl Oil depletfionlliun111ge one0 Of them?11
Senator flOXIOiAS. Will the Senator yieldV
*S;nator Wi.maAms. Yes.
Senator D~OULoAS. I WNVO ''10 l hon vit iso thlis qtie.9tion of fomnda-

tioti, I- wonder whether Rockefeller leomidtution is going to be taxed.
Senator Vi1lM.I 'list lietll'd the rumiior lil goiiei'l- about clos-

ing t1his, as a. loophole, andi I iinst won(Ierd if tis were trite?
SecreNtAry DLrTAMN I keep hearing lots of rumors1', I keep i'eidini

them inl newsletters, and 1 mu11st, sav this is the first t-ime T have hecarI
the rimior, the one yoii ju'4 toldi mie, fliat, charitable foundaltions are
going to lx- t axedi.

S elator W~uITAAAW. IS Oil de(t1011ffl gOilig tO h0 chan1ged?
Secretary Iuim.ox. As 1 said last year, tIlat is4 o11 of tie t.1iiiig*

bein studied very thoroughly to see if it, should( he changed.
SC~ato~WiT.T~r8I noficj'd and concur with your anatlysis of that"

as it loophole. About how mut-ll revenue wouil~l thait bringr, if that
wero changed and to what. extent would you r'ecommeined a change?

Stecrtary Thr.To-N. Well, depending ont what it is changed to--I
(1on'. hatve the figures m my llead--ut I miiderstand overall depletion
allowanct-s for Oil and everything els;e, all thec depletion alflowvatnces we
have, come all together to 'soniewhere between a. billion and i. billion
and a half dollars in a. year.
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S1tor WItLIAi^ . Ts th TI'1reast'y (nmidering the possibility of
eliminating ii11 of them V

SIr'OtillV DI)LJLON. I 1i1 110to fnliyfllg we are considering anything.
but ot loUol d iriti how intio(h woild bo involved, and I-thought IW011-d a11nswer , lthat

SOnlitot' WlItuA-,tH. I j111t, ail tivying to find out wvhalt the IPreideit
Illellf[.

YoU itetlo'd hit feel. i yolt w,ero going to broaden the bao.
ScIret airy )r,LtoN. 'ihat, iN 'ight.
Smt' l, o W 11,tIdAl. What do you 1113an1 by "lbloniitg tl 1so"?
Secretary )iaoN. Tit'Jtiding reveil1e f'om soutr'ce which you

lavent, hitlh'l o leii getting.
SMnaIo,' WIa,1AMS. (h0111( you give nue a few examples of what thatTralt ollin'ave V
S(u'rllty I)ilr o. Well, if we should (dei(lh to makl t recom-

Illo3(ltioll oil .hiainging (epletion alhlol.lic(, that. wold bo an
OXatlJ)11 e.

Sitmatotr WL 1 AAits. All right.

Soll i1' W llAl. M. (ol( you t'hniilk of altotlet' Oneo?
'l'lWro Iait s igest ion ('allier from the adlulillistra.iol, if I itunder-

stalld ('o'1tly,, thiat _Y° tax social Hecur'ity all(] that you tax- ..
SecVit ary ILLoN. .T r'ead (lbolt, t lit iln the plaper, too, but T haven't

had 1t4y suc4h recorntmentdattions from my siiff. 1 (1o't 1 , know what
they ari going to reoillieoitl.

,ill Wto, W ,I1 TAMS1. Was afli not reco(imended earlier for eonsider-
etion oVt' Il, I i' WV14 1111d Mo ans Committee?

SvrIet t' y ILLuON. Oh, no, n1o.
Sen tott' ' WiLTAM s. How about f111 allowance, investment allowance

for a man's huonil, is that to be on of the administration's proposal I
SeeVtltary )ILLON. I (lon'l know of that. That is one I haven't

heard of, ad I won't put anything aside because I just---
Senator WmLL,, 1rS. I think it was suggested by one of the Treasury

oficlaths in collllent over at the Ways and Means Committee last year
and that is tile reason I raised tle qus Ition.

Mr. Sill'rey, 1 understand, raised that.
Sec'eta'y I)u,Lo0N. I was not aware of that. I am not trying to

avoid any of your questions, butt even Mr. Surrey hasn't reached any
conclusions on what he is going to recommend to higher officials in
tho'Trasury. We haven't received them,

When we do we will have to study them and after that we will nat-
urally lhvo to t'helk their out with other parts of the Government, ill-
ch(lingl the President, before we know what the policy is going to be.

So, having not even seen those things, I cannot detail then or in-
dicate the money amounts involved.

Senator WiltA38. I appreciate that fact, and I won't pess it any
further.

T realize my questions are based on newspaper comment, but the
reason I press for an answer to the questions was to establish in the
record thati thero has been no serious consideration made for a tax cut
in the near future.

Secretary D,oN. Yes; that is correct.
Senator WILLIAMS, And that notwithstanding the newspaper com-

ment to the effect that you, the President, and others wore sug-
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testingg there was a tax cut being seriously considered, it is mostly
talk and in reality there is no tax cut being considered at this time, is
.that correct?' Secretaiy DILLON. At this time. There has been, I would say, more
excitement about it than maybe, as news, was warranted, because the
.President first mentioned in his tax message of a year ago in April
that lie intended to have a comprehensive reform of the income tax
that would be ready for action next year. That has been repeated
on many occasions. We have said that it involved a restructuring of
the income tax rate structure. All that has been said recently is that
restructuring means downward adjustment. I think everyone should
have understood that because certainly no one is suggesting that our
.income tax should be made higher. The only new thing that the
President said in his press conference was about the effective dates and
his feeling that loophole closings would not be as large as the gross
revenue reductions, so there would be some net reduction.

We had always said we would try to offset any reductions. The
)hrase I used was "in whole or in part," because we won't know until

we have made our study how far we can go and what will come out.
Senator WILLAMS. Mr. Bell, the Director of the Budget is quoted

here as stating or suggesting that the White House may call for a
deeper budget deficit if the economy threatens to "top out" short of
full employment.

This "call for a deficit," does that mean that the Budget Director
or the White House is seriously considering a planned deficit; that
is where you would call on Congress to appropriate an excessive
amount in order to deliberately create a deficit?

Secretary DILoN. I wouldn't like to try to interpret exactly what
the Budget Director means. As I said,'I haven't seen his speech,
and I haven't talked to him about it.

Senator WILLIAINS. 1 will direct it to you in the form of a question.
Would you agree that it would be sound economics to call for a

,deficit, that you have a deliberate deficit.
* Secretary DLLoN. Well, we had a deliberate deficit this fiscal year,
1962, that is closing, and I think that was sound economics.

Senator WILLIAMNS. You mean you planned to lave this deficit
deliberately?

Secretary DILLON. No, it eventuated.
* Senator WILLTAMS. Yes, but there is a difference.
Secretary DILLON. *Wre didn't plan to have it because we hoped to

have business conditions running at a high enough level so that reve-
nues would make it unnecessary.

But if business conditions are low-I think this may be what he
mieans--if we are running into a recession, and our profits are low,
and Government receipts go down, then it does not seem wise at that
sort of a time to try to follow those declining receipts down with
further declining expenditures.

Senator WILLIAMS. Well, I understand that reasoning.
Of course, that is different. from the interpretation that was placed

on what he said.
Secretary DILLON. Yes, I don't know what he said.
Senator WILLIAMS. The interpretation placed on what he said is

that there would be a deliberate call for deficits.
Now, I just have one further question, and it is perhaps not in con-

nection with this particular bill, but I would like to clear it up.
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I' 0ofmeinted uapon it Monday. It is based on an arficl 'that ap-
peared in the New York Times and the Washington Post in connec-
tion with the savings and loan associations position on withholding
of interest and dividends and I would like to quote from the article!

The powerful savings and loan lobby has called off Its fight against President'
Kennedy's proposal to withhold taxes on Interest and dividend iticomes.

Continuing, the article said:
The savings and loan industry dropped its fight because of fears that the

Kennedy administration would retaliate by slapping It with heavy new, taxes.

Then they go on and point out that the present bill before the Senate
committee, which was passed by the House, provides for an increase of
$200 million, whereas the original Treasury recommendations wore
$500 million.

Secretary DILLON. The present Treasury recommendation which,
I gave before this committee, is, I think, for $365 million. So that
recommendation stands.

It is our position.
Senator WILLIAMS. Yes.
I recognize this is newspaper quotation, but nevertheless it did raise

rather serious questions, and I thought it should be cleared up, be
made very clear, and I would like to ask you this question.

Has there been in the discussions between the Treasury Department
and any of the officials of the savings and loan associations or their
representatives, any suggestion if they did not call off their opposition
to the withholding provision that there may result a pressing for
higher taxes'?

Secretary DIrLoN. Not as far as the Treasury Department is con-
cerned, because the Treasury Department's position is )erfectly clear.
We ure for higher taxes on this industry; we are for the $365 million
total. The House didn't give us that. We hope this committee will
give it to us.

Senator WILLIAMS. And you are sill pressing for that?
Secretary DILLON. That is our position and we still maintain it.
Senator WILLIAMS. Yes, that is what I mean. I merely asked the

question because I think you will agree with me that we shouldn't
let go unchallenged and suggestion that any organization's support or
opposition of any proposal that comes before the committee's or other
Treasury Department proposals should in any way be related to their
support or opposition of any other section of the bill.

And I was sure you agreed with that proposal but I thought that it:
should be rebutted, and in order to clear it up, I ask-to your knowl-
edge, has there been no discussion of any arrangements of any descrip-
tion between the administration and this group?

Secretary DILLON. Not that I know of. Certainly none in the
Treasury.

Senator WILLIAMS. Thank you.
The CHAIRMAN. Senator Long?
Senator LoNO. I had just one question in mind, Mr. Secretary.
The Oovernment has a number of lending programs which are

regarded as sound lending programs. I have in mind the program
of lending money to the-REA for electric powerlines and various
other facilities, loans to small business, export-import bank loans.

21:
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A great portion of that represents merely m expansion of the over-
all credit status of the Nation, or the overall money supply in effect.

Would you give us some ( idea its to what proportion of this deficit
is actually represented by loan programs, whiieh a bank, building and
and loan, insurmeo comiJay, or any lending agency would set up as

l asset. on one side of t i MOol anld it liability on the other, being
more or lews a l)oold(eepilg it-.ry.

Semetar'y DLON. "N, I national income and product accounts which
eliminate hoars, I thik that tei amount that is eliminated is some-
where between $3 and $4 billion a year.

lit I would like t)upply a more Hpciml4 figure forth record,
Senator ItONO. Any sties(msful business would set those items up,

if I unde1vstuhld it (,ornetly, as a (1a.1 entry system, as i asset. against
a liability. AlmUt, tlm only tiling hiat, niilit I) ciarjged oil would'
be a ieerve for bad (ldt)ts rather tiani the whole, thing being down as
a part of thme deficit. So wle you really got down to it, it has always
seemed to mm t1hat to a considerable, degree we keep the Govornment
books them way tit 1)usinp, on earth would think of keeping its books.

Every building and loan ill America would look like it wias head
over heels in deht if they had to l)resent their books the way tie
Government resenfnts theirs. If you mate those allowances the deficit
would Hot 1W US sta rtlilg as soma people wouhl thibil it- to be even
tho,,ri, tlere is a (loieit no matter how you look at it.

Sveftiary I)to . Our deficit, is based on a strict measure of out-
go versus mncomn with no consideration as to what the outgo 'is for,

mild ill that way, it is, of course, l)rfetly accurate.
But it. (oes not provide l)ookkeoping ti tme way you mention, because

these loans atre buried in individual apl)rol)riatitons and they aren't
humped in any one place that I know of.

The CItA1IMAN. Sonttor Long, will you just yield for 1 second?
It is true, Mr. Secretary, of course, when tfhose loans are repaid

thoy conic in as receipts.
SeMtNrv DILLON. That is correct,
The CITAIMN. So then they reduce the deficits.
Secretary ])r.t.o. That is correct.
Senator LoNG. Yes. But the peint I am thinking about here is

that ainy growing nation has a growing money supply.
Secietiry I)mLox. That is right.
Senator YAoNG. I have learned this over a period of time, that money

and credit from the viewpoint of economists are both the samo thing,
and it appears here that a. considerable portion of the Nation's grow-
inr money supply is actually reflected its a debt, when in fact we
simply are not taking credit, for the fact that we are entitled to enter
an asset on the other side of the books.

Secretary DILLON. I have the figures here now. They are on page
39 of the summary tables of the budget document, the big budget
document., that was sul)mitted, and it shows that civil loans and invest-
mrlets were $1,692 million in 1961.

In 1962 they were estimated $2,568 million; and for 1963, $1,957
million. So roughly $2 billion annually on an average would be civil
loans for investments.
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Tiho CHXIRMA. Mr. SecrettNr would you mind furnishing the
breakdown. W e eCiUi fl dersta (l the loittsI, but you lavo investment--
anl furnish that to the committee as it difference?

Secretary lhiLToN. We vill be glad to furnish that.
(The flguros referred to are as follows:)

!iodisead a invetca miots included in budyot 'expenditures

(I11 lliioI)8 of (lih5rs)

lDosriptlon 1961 1902 103
Wctuil estimate estlinato

ADDITIONS 'TO EFRIAL ASAXITS

LJoansr and |lnVOollelits:
Civil loans:

'I doinestic private borrowers:
DIparttUet of Ag riculture:

Commodity Credit Corporation: Price support and grain
storage loans ........ . . . .. . . .- - 272 lot -- l13

Iural Elecirification Adinis ....t.r.to.n---. 201 3201 224
Forinurs IfOtne A drilflstration ...................... 821 149 189

department of Commerce .................................... 1 11 44
lDiartmillnt of Ilealth, Edlettion nn d Welfare: Dlefoo edu-

antvitds 1l other ................................. 8 70 100
[ousg uiId Iiol0c P0ltllim-o Ageney:

Federal National Mortgage Avsoclatton ------------------ - -2 28 208
College housing 101- ...............-...................... 100 126 188
Federal iHouisig Administration .......................... 72 77 2
Other .............-....................................... -4 8 19

Vettran' Adiinihsitration:
lealJA1tilie I'iefl--s- . .... .......... 08 ................

lHotis 11g loans:
Veterans direct loans -......................... 174 180 177
loon guarantee revolving fund ...............................- 180 -103

Other ... . .. . .. . . .. .. .. .. . . . . ..---- - - -- -.. (- () ( )
nmll Business Administration----------------------------80 220 186

Oteir agencies ........ I .......................................... -0 21 1

Total, to domestic private borrowers, civil .................. 08 1,495 731
Tro Stato and lomal governments:

8iousing an(d Iohe Finanoe Agency:
College housing loans ..................................... t0o 125 188
IP,,bil0 facility loals ....................................... 9 27
Other ..................................................... 14 1District of Columbia .......................................-.. 20 67 50

Other agencies ................................................ 28 42 79

Total, to State and local governments, civil- ............... 171 209 391

To foreign borrowers, other than to international Institutions:
Funds appropriated to tho )'resident: Foreign assistance-

economic -------------------------------------------------- 3 48 565 .809
Export-Import Bank of Wasington .......................... 182 10 -111

Total, to foreign borrowers, civil ........................... 480 675 M 0

Total civil loans ............................................ 1,558 2,339 1, 823

National defense loans:
To domestic private borrowers:

Funds appropriated to tho President: Expansion of defense
production . .----------------------------------------........ -42 7 -9

Department of )efense; Military ................. ------------ -1 -1
'Total, to domestic private borrowers, national defense ...... -43 12 -10

To foreign borrowers: Funds appropriated to the President ------- -9 -15 ----------

Total national defense loans ..................................... -2 -3 -10
=t='. -- - -' . ....

Total loans ....... . ...........................-................ 1,06 2, 3 1,813

Other financial investments:
Investments In quasi-publio institutions and trost funds: Depart-

mont of Labor: Advances to unemployment trust fund ......... 49 -65 -3
Housing and Itome Finance Agency: Federal National Mortgage

Association: Secondary market operations ---------------------. : 17 18
Fatm Credit Administration ....................-............... . -4 -4 -3

Total InveStments in quast-publio institutions and trust funds.. -- -42 12

-ee footnotes at end of table.
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IN to mllo11ns of (10111m A)

itAt)|ial V3Ahl4totoln

AI)MITIt)NA TO V1111MItAh A14I T4I''I-. Lsolili|ttle(I

l ntn1111d |l1VO141111l11W -COlMt1l11t'd
Other fioil ll ivl0 t s,111 *t('ot'. to1it1otsit llo I utornhhttu lusItlot buA:

s'11d olqp1mp1'ro to thot 1''AMdltt:

IOIDtt bOool )o olotlillolt A o tlol .................. .
iltor-Aio rhlo D olm . t I tk ................ ...... ........... 11 0

I) RInlrtlf lt of HtOo: lPUoIltiso of United tM 0l1 bo uld" ...... .......... 0 ..........

'Petal hlvot\toio ta t I it to t ln, hr tt llls .............. 74 272 1fl

ql\)41, elot5 fll11moI a 111\ve,0lts0 .... ..................... 3 270 lilt
T1A otn 1(i 111vill\et oltA .......... ........... ......... lOO 2H q

Som*. Iludpt of tho VA. (lovertmont for tho fNeal yoor M1)3, ONlO )-2), 1. '103.

Soiltor I IOiN Would thatit hilude your export-iliporL loalli?
$ee ltl'ry 1I)11I 1., I think it- would; yes.
Senator (uirrm. l)oes that i1lcludo Om he xess of tho IilUout piaid

over t he aioult, loaned ?
SeOetary 1),IIN, ThiS is listd as additions to ho Federal assts.

This is tho increase ill tht loan ucot11it, So I glliess it would )e the net
figur oif tho ilw1.,1aske in tih loani flecoiint, uddilit1011 to Fedral assets.Sonator l)ONt. I'lliak you very i uch, r. Secretary.

Secret 0ary D)ILIA , I ho'iii !ie la( to furnish you the answer.
Tho C,II\MAr . Senator Car8o1
Senator CAMUSON. Mr. Secretary, tile, Senator from 1)ehaware, Mr.

Williaus, discussed briefly with you the proposed suggestion possibly
that we have a planned deficit.. Assuming that should tako effect
what effort woul( yoll think that, would have interat.ionally or abroad
on the American dollar?

Sectary lhDILON. We lave fouled very olearly in the last year or
two abroad lithat theoie is veryV gvat int erest thero iin what, we do. What
thmey follow mor) closely thaui anything else an actions that would
affect: in one way or another our cost levels-our prices--becauso if
oUr prics get. out of line this will tdctL our exports which also will
affect us on imports, which togethr amount to over $30 billion. A
very small change there could b% very bad for our balanco of payments,
and a small improvement could be very good percentagewise.

Because the European countries more recently, I think, have had
experience with inflation, this is what they look to more than anything
else. They do not look as directly as a lot of people in this country
do to the Federal budget deficit or surl)lus. They'do look, think

wen ore at, wag e rates, because they generally htavo very substantial
probIlems there, and in many of these countries they have gide lines of
one sort or another that they try to enforce. I.,

T'he facts are that our wholesale price level, which is the thing they
iook at rather than our consumer index because the wholesale index
is what affects the price of exports, has been absolutely level since
the middle of 1958. In fact, it is now at a somewhat lower level than
itsl958 level, just fractionally lower, and so, therefore, there 1has been
no inilat ion, even I hough there have been two very blAge deficits duking

TAX 11AIXV19 IXTINF31ON ACT OIP 1002
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$ SoI 1141vi. e lfg d pelk %(fy II-el i i-u iq livs 1tlw

ill (I II I t' ii is ( lle 1111d I S V co i 'yo 0li 1. VXPI~y ( i tll Il It i lDM I (II I'S. I it t it

MISH J) iiig to 0 do) 111)(I WOI111 I) iC ll 1; 1) ).411 il, if I 111811 ICMH1 got, mi n lg

ItI 1111111(1.14atatI got, 11 ig1IVii r to 1Q81 Ilit) n I Drll) f te 11 I f I wy would 1(1ot plu t

iiliitfioliaiy l''tilrellr(i I lie (woIloliV.
It is iIi l fl I'lotiiy Il 10 %VoJ'livt( i Ilout, I11(1i Inlyf i ig %00 I icl hy

Cild uk ud i('lt tis it 1 itrh (if toI i'ol of. lii ck( of a hil ity to liii iid e fisIt ,t f IIOy

l'tild wlioti hrum e iiit Iiiid I it, w4Z'otil tI( 'p Ho I-111 hut t18 Bu' ono, it

St'i 0101' ll( itlelON e tIo 1w' )lil budgI'f Ide ' '4'''f iit's 18itl hot ti'ie
fhe 1 80110lOwl (011455Hl iiimog t l'iz' t Item S1ioii t 11iley do3 Wlot Iiuiffi(It
011' iltlg('t oitpl icuf-Vie 111pola1t

So I 'etlui'y i )k mAN 'Ihl'e ill 1114 Iti('ei'ID bot, f lie wyWeIaide 11

(Ivm-Il i fisal policy wlli it'h 11 itlesd. Iluidgetlil'y policy itiild our1 prl'40
ild wVigt pal iry, 1111 look I ig towni'ld pIn'ie Stablility, 1111(1 Ole (diet,

1l11o reiillhil oec ()Ii price levels. "I hey follow thit'se t'lifi1gs Very3
(si'reftully.

801111o6 CAIRLSON. Itf 180 il~oot Moi'ii thlat, tirse' olet'. YittiolM watehi
Wvilli Soev50 e-111 o 'i('il lecAoll-iicii gi'owfh oil iL ~((lt eiig, kitsis findl fle
gro0ss iiafioiiitl pro(lductioli ill fl18 e4)ullitl'1Y ?

SCCI'QIIlt'y lIrl,IAIN. "J'liit 18 ltlso Very 11l[I' Ilif. to tlierrm, andl that 18
01101 i'MISi'lHl ey l!LVOi'tt sliowti quiit e the, same c'oiicerii tlit they might
ill of]le 101 re 1ti ll ]taltCO fees ' overbuget defici ts be{wauise thiey liaIvO br
co(10'10u1Id tha11tt 10 lie rte( Of gro0wtl 111 10t, bo eeii ratl enulgh ftll
111s0 that 0111' ecoiiomy I. tiot, opei'atiigitt. its captifiy, id. they don't
feel that.t thlat is it Very hiealt.hy Situa~t ion.

8011110,0l- CAIIMON.' 184 it tiot true thiat tle Pres~ident Submitted his
b)udgeot, to Coigress anad the general program wits for at gross national
prl'dut(.Horl. of probably $570 bill ioni

Secretary D)ItmoN. TlliIat Avas tbe, 1)11515 o1 whichi the budget estimates
were made0 up1 N0101ei the budget wa Subml~littedl.

SeiiatCor CA~RLSON. Mhat; 18 the pmi'etgross national production or

So(",eta.1 )JLON. It- wits $1548 billion in the first quarter, and it
unidohuttedlly hasincre(,ased fuirthi' in tthis~quiarter. I sawt~ some guesses
iii the press5 that this quartet', when the figure-, fire in, which will be
in about a month, wvill average somewhere between 555-11) and 560.

Senator CAIMSON. In other words, we are back at less $10 billion in
gross national product, belo0w what the budget was based on at the
pre'senlt time?

Secretary DILL~ON. Well, I think that it may not be quite that much.
As T remember statements made by the Chaiirman of the Council of
Economic Advisers last year, he was aiming at something around
maybe, a little better than; $1565 billion for the midyear figure and we
might, be as much as $10 billion short of that. We might be $7 billion
short, orl simetlhig like that.
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Selint ol' ( m4 ilmotrN .1 ot her' wvilm if it. Nere $66nI bill ion illO thlst
ijtulltet' of 0tilsyear?

steret Ilry I )I1Ilmm. III t Ilast (plitir-
Smiuit or ( mllmloN. I Illelull Ow iw Ioml (pulit t.l'e
sortll at1y I ),1,oN. St't'tll~l (quart r..

80114101' I hi LSON. T11 W011 li a It s tliiiil1ort l11t10 itit i 11,t at lie w it'l w

crea eti b~il' l st VeilI', IIti t.( I~ll l)l It)( [ily si m n i I ll itll iploy . ( )u
growt ~ ILON Ii \Vol 11 i11n1 0t111 whthsh yloi i h is l\Ith4oIh

IW 11 111ga' h ll I li. OwoIll iieW nw1' l lt-W14ht Stjtli ilts ce0'11 dye id il

loct) ots well ats we h1adl hoped4, and if t 11. t'o1It P te ill's her is0V 441
VtVY.111ht *n l'klI lles(o, WI WVilI it nlot aclimeve ]mh $1670 Uhll ion goill. So
M111 n11r10118 111 1I Venues will II o he s hig Its ox Ied ed, t. \\ill 8t1ll
1ho il VolY 1)'' iuimro lWlse, ill iNtwollle110 ctipire o t) tis Il1ml.3111 ',r
hbwt f lit'y \Voliil, 11th. hits i its wo* hopewd,

SMt (iu CARON, NI vl. Secretar1'y, I helltt 00e(4, M1 id 008i is 1Iota
tcrit ica I stat elelit, but I t hillk it is ict N ml Stt eIt dinlt clt Ihe Sect'e
tOny of' (lit) rol'istmi' tit t1110 i 'Iwtitlt'ltlit I( thoI'l ha1ve lwioll iiii1k iag
A itiit )1 pilist it' St atelilluts about. the futir IP Of 1110 evollonly, 111l I

tZ11Z robhl Ny it, should ho' 1111tle.
1 It. I zmli wvoiiden uig if Solillt 11110s %\'o should 111lotk t()I( lit. S llit

figilrt\. and sVo just whalt, Illippolls. 1 11l1i oldI ellouIgl to rellilel.
16)2 9. Pio\tw Vais pust aIN'llid the 0oriII'1', a1i0 1. laclt'd inl I ie

1,0'001A tw hoth*In a tiill 1lrstilg table)1 wh11ich WNVII prpllit' by .1. 1k
INvIsst onl, anti it is til ehst(\Sillg (iSO iot'll, 1111d1 theSe 111'0 hiS'\wort(is,

tI ; 1105 Illot, m11111.
Sob fair tlill rocelvory 111%'4 Nl es otbmlithy I111111 ally prevItlm ip'st Iili i'tltoveriy,

Wilth 1 Jvlb$lo opi'01ttoll t)C l954-55. lo0re 1" it 'oillpili'Imoii or filet pliusom In
tile lpr50it. a1tdillit. Willi tllom) of thet prtwills l't'eoverlLQ over tilht mi11110 111110

an1d theseA aro the poriod~s, 19R-62, 1958H-51), l1954t-55ian 1 1)4)--)O.
ilese four 13-11161101h tberiods are r,1t1 her interest tug. The pericenlt

of gnros;s national producltionl inerealse this Ibarticuiliii' t1u1i wals 91/) per1-
cenut :ill 9,N8-4')9 period it, was 9.1 pei'celit, inl 195r4-55 it was~ 9.5 per-
(enm an ill 1949-4t1) it, was 7 pereelit. Blut thenl you got down to
imlivitlimil production aind I don't wanit to taike yo;il tile here but
whl voul get. tt) individual product ions this year it, is 131 percent.

In t eiod 19.58-41) it, was 21" percent. In 1954-55i it. was 12, but
11llmonlt lless1 than the p~resenlt but, ini 195() it. was 28, lild this tild)10
shows t hat. ret ail * ilps) car leasi ugs, manlufactu revs orders, work week,
emlployllnelt and hin every onle of theil live (lown except thle
icrease of grross; national proanclt.ionl over these periodIs generally.

So hikIshlould( sat' that based on tis table, which .1 take to be
acuate, because I have a1 very high regral'( for his re1porting inl the

financial field, these figures are most, interesting, and I atsk thalt the
able b~e placed ill the record.

Secreltary IILTANX. I think there isl onle thling thalt, is Very Clear inl
thme figures ,and that is we have btisperiodl, by the beginning of
the sixti~s tilled up all unfilled (lelins that remained after W orld
War II. anid those -just for hiousingr afl(l automobiles, things like
th:it--don't relyexist, any more. All that exists are current do-
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1110.11(kN COM 'tui ly it, i t1410 dm pr'obabLly Jim4 it cor'ollariy of fthit. ill
this1 I-('OVOI',y It gi&'II.Ci'J01 pe'iif itge of liei r'ecovery huln 1)0011 ill 0i41

teiolo (1II tJIhroug fI~til're)g1141(1 UNre thoe rittiex Owni idtiit.oue
Holif i 1111 l il t i th f rig o 10(4 i', ihom I, TH P'c~e' oint oI o fxio

hI I 1w I4o3IViVLI 1101(18 Ihiil Ill 111(3 II)llh1Ifitcfhiriiig fie1(18.
SetIuf 1' CAI11141 N. I WO1(f11 HH11111(3, 01. 11111 I c(I'l''f ill IlH.4h1lii lug, th1l.

Cho seer9f41 1 11( 1.19(1 the 11 adilii f ioii SIP ('()lI0('IId ilboiit thoe meit'HSIf

S(-et,ttrllY I udow ( )If Voly Iiitich s~o, 1111d f d1oll'( Avilmt to gpot in~to(
(3XtCtVUIIiN h11 j(P HIIJ 14 101-0 hut itt I 011 ole f thollmP,1o1I8 for oiut' ifnvest-
111011tt ('1'Qdit INtlg~01 1to11 itMilso W& thilif Chait wil hi h(31) ill V('Jt tieit
wIhi Wo tiitis Vez1 inipol-i'ft. ulw

('i'110 11lfi(e Itid titi (30 rofeu'I'(d 1to ftolm

I A rile by A. 1, liviiigisto 1

WV111111r4 WIPSN' 11~i(OlIl

il II)IHI-A 1l15i1'9 I S P11194 H't tO h('iItitiI(*y ini (el('191ino Id uig. Anid thIey're uncer-
tiili abiot In11511('949, ItIlf (11.It liii1ii' ('011 111) t,49 IIr,t-(,f-thi0-YeP' 1 n't fi1(11 nd
)film4 fielI(v iti o I(!IoIY t111 191(je(,101i5 91 113 tit) I~(I~' VU-4oun('C11111 Of ' l('111oIIII
Advitsors.

No9 fill-, lii 194 reco9very 1ilt1bee IiP(I 1(594 y t99 1j any 13411113 pre14'im9 JIoHIlylt rv ey
wvithi thei poHN49I19I E'X('iti1(11 of' 1051 If~ In. IN39 9 It ('(9111J1M1 114011 (If Ill ~I 1359904 1n
the( pre('1e'it IldIwinlve wvit lb1()H90 of prev'omi914 r('c(9'('1i('s over 111' 5(l1 Nae 11114' 5Jslai
1:1 1111ti1114

Ind(I('Itor 14111(2 ION W9 14154-615 14119-50

I'ereent I'ereAnt Percent P'ercent
(iNP ...... ............................................... (1.5 911 0.5 7
IIIIIivIii9I poife091310 m............. ............. ....... ......... 13,0 26.0 12,0 2
ItottulI lifton.............................................. ...... 8.0 1210 41.0 21
Ooriondium.................... ........................ ........ 12.0 23.0 15.0 40
Mntilnettirers orders ......... -.................................. 10.0 30.0 25.0 44
WVorkwook-------------------------------------------------....... 310 6.0 3.0 4
lialoyniellt .................................................... 4.0 10.0 5.0 15

Ifouolig ........................................................ 26,0 5,.0 26.0 80

Obviously, 413184 hasn't been it stick-in-tlie-mud recovery. Tho rlse in total
output of goodsi find( lervi'&eH-groms natio011al prodltit-Im right at tho top. Bunt
In hiousinig starts, emln~oyment, retail subsm, and industrial produlction It haft
lagged far behind the rest, And, though It's not 8sl01VlI Ill the0 tablQ, 11110111p10y-
metit 11as been espia111y Stubbiornt.

J1P14IIEITY STILL AIIPAD

Th'lis explains Wa~ll Street's teeter-totter behavior. Even omnitting the Harp
declines of April and May, the stock market rise this time was only 21 percent
versus 32, 55F, and 27 percent in the other recoveries. This, of course, could be
due entirely to downward adijustmnent in earnings expectations. ButR It cotilti be
more.

Some economiists argue that slow recoveries lead to early recessions. E7ven
now, some Jpeshn11iNIt prop~hesy that we're rounding out a top and going Into an
economic valley.

I don't agree. For so01v0 people, If business doesn't boom, It's a bust. I agree
with Walter W. Heller, (

1
hiirntn of the Council of Economic Advisers, that

there's still plenty of prosperity left In the recovery.

Senator 'CAIII.,5N. I watuito ask one questijin oni the bill that is pelid-
ing right before Its, 1111( that is on the coiniunitcationis tax.
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SOQI't oryI DlILON . $61)26 Illill loll.
SenNfIIM 14ARLSON. $626ililoll,
I tolt imil tlkx if Nvo NvIllit. toget. Ilioliey out to 110o0111,lit wovold Irl-

UIblv Pencil1 Ililoit 1101115 ld iIl'0 pe(ojplo t.Iiii1111 ll ofhl tax1 11111 .Xt %i~'(W
(1o1ld l\'joilI.

ill moHst 1'voi,' IiomiiieII th11is N of loll. Ift. j llst svollis to 1110 80111 I I iougl 1
sh4Iild la' gi'vell, Ill. it dilit WVII(II I th 11111 Ic eeid to rt801 toiy
illto 0 thi lint tollill I tsoiiolu F.lI otl'pejI~t 01 il N01'to

WI' s110111( gi v'1 sollm~ dlioglit. to rp01)lug 111d ('1111 01bl1W lvilth 1 flm

Seccef Ill',',' D)1ILLON. Ye's. T111111C 3'olI.

SluThO(u, ( MA , S0'ots1111 Igill. (n ll4l?

s'olnat ol 1 ouw..AS. Ai'. Se-re11P, it, us obvious flt. tOlw oqltstioiis
11i1kedk t lilts fill. 1' oi m 18N'l ad101.ed It(1 liiie.ll to tChoi 8j)vile fInv iiSll'0
b6fo1e 118 118 to th0 fiscal INIVckgroundl CogethIoi' wvit Itll 8(1110 1Olilt is-
s111111 as to Nvlaut. O pl l )111 Cho t al ll lllist'll loll liIla 1ho ill I to 1uht'iiiv

I wVill Itot. enlgo inl IIlit ivil skirmIlishinlg blut, I \vou Id like to probe
tlt) iscill bat kgl'otilld it Ilkt.

expibld~itil11'0s of tile' F'dIl''1 1 (ovo1'ruilit but al1s( flit' capit ll ilivest-

Sece11 IIV.N- N D \eLN enullt or.
T1haut is I;iiof her t' ill s111 I0)1'M o fI'(llilihe alls.
SViultOi I )IlUIIAS. Not mier'ely 1(1118 lstil pit il inivestmenlts5.
StCt'&t0111 IV)LLO.N . in~t is eot'l'et
Sellat 01 ' )I( IS 1t his fh i-ll' ic'lt ivol of jpliVilto c ~t[orportions ill thlis

coilit i'VI
S00111t't D'VILLaON. No.
80enator 'IULAS1 ' 'Rosparate ('lpitall illvesIllits fr'omi tile cur.-

i'Ont operating costs?
Seturtl1v 1 )1loN. Tha~t. is c'orrtect.
Senator 'I )IT(LAS. IS thiS 010 1i1-1(ti-o of the( E111-01)(11111 cOIllltVieO inl

the budgets Nichel they draw utp I
Serear DIM-N.ThtY (11-11W t10111 ill NVllI's VIt vys, but. lilost, of

thelil, 11lu111;W 1i11 of thoeil filld it Way (of dife'eiit-itiig inl(r'l mlilil'Ily
thanl we do bet Weol) Caipitail expenlditure's and whlat they eall cuirti
('X''lid itures.

For examlel0, iln t-he lUited Kinigdomi, they have it. rather' coml~t~ew
differentiatfionl, and y'ou finid it situotion wvhie they introdhuced it budget
at couple of months ;sgo with quite Some fanfare its at balanced budget.
whel'eas if you include tile capital Ieeditul'es the waty we do, it wits
a d.'t wvit budget.

SPIn1tol' I)OUM)AS. Isn't this subIstanltijally tr'ue of thle budgets of
Fr-- uc. GePrmnany. and Itally?

SecrA lll- I)16AON I t hiiuk su~bstillt illy ; yes.
Senator' IDOUGL~s. Now, if--
sel'etarvN IDiTuox. Inl Somel of these. Other count pies, Wlh they (10

thant, they 'do add upl the total tind( doWt say they have at balanced
budget.
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For iIIHtll,1('e, ill France they oft esi tasik more about, Ole( iiillillit. that,
lilts toh 11mm Co 0) i~li'dlyte(overnlileiit, t1liigli t ille 10(f 800us'it'ics,
1111d1 tI ey i lled ide t'h1t ill thi boiI)1get. its it re('01p ,a 11l the o t hey gilt
it)111 hast I)1I buget, t'llit ity.

Senaittol I )oiri,1i. If IfI le F11I'0I1)0l11 lb11dget8 W01i('t IW ) Ilid vom1 011-

Seeret ii 1W 1IA IN. Well 11101-'l0 lilt b' l Iw i t~l( Ilil1c l 1111M tri le

lisvenl't. exitillile(1 the tildy ill detail myIll~f, 1)111. I know f i( brond
i lit1p] ic'1tdi011H- fII leil l lilts11 1111(1 11 (l('ivif e (very vv11 r for thle pilfts4
l) Yea~rs. I thIin k ill (h'vill. B11ifil it iIhoee (i Ivr two HiIl-p11188 based oil

OU11 iiet~hod. Ill (4emi'in y thley Oll~ 13'els'it I 1110k 1 thii uk, 61 yezvili', whlmich
NV'II10 eonly fiiiie 111I 1 hat the os eu ( loveiiimell it. reli') ly fully
fuie~omling itlieie, anid th1103 Ol ly 1111( 81l)111818 1.1 I' fi-M two (*; those08
y0Iurs. Amoo 8011s1 hey 8t11rt i'd inll)buildinbg 111) third m(ef('ise forces I hley

Senait 01'1 )141.mN Ati(] whaiit, 1118 011'record been ?
Sevroit- DyILLOi1dN. 01i1- I'TCOid18 et tesU'. SO filr 518 1 reiminihiem, it,

is4oil. of the 11.
Smllaol olor(lrOIAH 1)on'. You tb iiih( thint. soiiie of tile concern1'I which

('011(insmxI11110181etriilV ill fouded ?
Seei'et~~~~ a ' )IION e l iik 11111( ig abolit Im he Europeanl moane-

flt y 11110(1 witii its 18sIl('11, th le (('i l'iiid 1)1 ikeis or i' liiv e Iiiill ist 1', who
aN I'e 111 a eeof tis , 518 I pointe lom, 01 10 'Stiiat or( Ca rlson, t hey bayou 't.
showil 1111 ('(1101iie ab~ollt, tile fiscali p01103 of 0111' Govei'i temit. But,

themao 111wl )oio.licet. ile piveia ak f te im 0105 inies vi
t011tl he e )O~Ii II)S Bil ti 010 of .1111C 01 et'lloel b111I t1010illi will

11111(0,. "El-p 1'is ge' 18 I05I, ('01141'IlO(1N abli)t. lie, fisc1a 111l li ('88illis of
A1l'ica Il govei'liillta ii iiices, 18111' t hat I rie?

Sevi'etary 11,oN. Thalnt. Iliplpelled it Year aigo t( tile tiune of the
Illeetinig ill Viellll., Where thie'e Were 0118 sol-o ttiieiits which werIll 111-
jl 01'proted, l111( 'ill eife(t 111011 Iing.'i put, i1nto the m111t118 of s01m1 of
those gentlemiein the 1 had 11111 initenion01 of salyinig. '1he0y were quite

Senlator lDouar,mq. I halve here Some1 figures onl thle iat ioiiiil debt..
At, the (Mid of 104.5 in 1'round(1 numbers the natioa d01e1biht, was $2~10

bill ioii, gross na iol pr011111 Wi'011(t. s $214 bill ion. Thle rat io of til li-
fiOuiid de10t41t gs-'S.1 national product was appr)1oximal~tely 130 p)I'1oOut.

At the end of Ile first, quarter of 1962 the unt oial (lebt. wals $297
billion, tile gross national pr'oduct $544 bi1l1ion. So that ill relation-
ship) to tie gI'oss nationaillI product, theo ratio had fallen from about. 131)
p01'0011t to iippioxilinately 60 ieeiCt.' 0.60 ratio, isn't, that true, so
thud. ill i'0111t101181i 1) of ti e gross national pr'oduct to thle Ilit-ional debt
has beenl reduced by appr~ioximiately 0110-hi111f (hir1ing this period of 17
yea l's, 161to 17 yo ins?

Secretary lr.oN. I think li11t, last, tiglire is evenly lower' if We' filll'e
it. ouit. I 'thiiktie figl'e0 1 had1 ilind Wa11( ~s that we are sit, 110w about
54 p)1er lt.

S0110oi- D)OUGLAS. Wll, I 1TyV to be 'olseI'viltfive ill Illy st51t*?iieit$s.
In1 any- event, tile rat'tio) of the publ)1ic deb1t. to gross national pr1oduc't has
da . iil~ili ver01~'1y marelyk(1.
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Secretary I)ILLoN. That is correct.
And it has done that, I think, in every year, except one or two ill the

postwar period.
Senator i)ouotAS. Is it not true that so fatr as national expenditures

are ctclterilc , even on the capital bridget basis, even with capital in-
vostineut included there has been no increase silce the end of World
War II in the proportion of the gross Iittio11a1 prodIluct spent by the
Government, in the budget.

S eretary I)m,hoN. That is correct.
8 0nator I)OUOLAS. It 1111S r111ainied at lI'OIt11I It lerelt,q slightly

le".
Secretary I)trrhoN. St4tyed just about, level.
Senator D01OUAAs, Is it not. true that the Ilous Comilitteo on Gov-

ermn t al Operations has made a very thorotighi study of in veitory
of (lt real and l)ersonal property owned by the eedoral (lovornment?

Secretary DmtoN. I understand there has been such a study. I in
not fully familiar with it.

Senator I)OUohAS. I have t coiy of it.
That showed, a total at original cost of the 'alh, of capital assets

owined by the Federal governmentt of $283 billion, $201 billion in per-
soial lWl)erty, such its ivesumenti, aceomifnts and totes r'ec iwtVbe,
cash trust funds, equil ment, sU)iplies, stock inventories of the Do-
part ineut of Defenise, plnes, tanks, guns, mid so forthiand $82 billion
origiliml cost on real l)roporty.

Now, with rising price levels this is an understatement of course,
of what replacement. costs or sale in the open market could be.

So can if, not Ie confideitly asserted that the fiscal assets of the
National Goverimient are in excess of the debt?

Secretary 1)ui.oN. I would like to check that figure but certainly
there are very substantial fiscal assets of the FIederal Government
that would substantially offset or possibly even wholly offset, as you
indicate, tie debt.

I think some of these trust funds assets have lial)ilities, contingent
liabilities, against them that are rather large, although it is probably
a very remote chance that they will ever be called on, but neverthe-
less tley are contingent liabilities.

Senator l)ouoAxs. The recapitulation is from page 13 of Federal
real an! personal property inventory report issued as of June 30, 1961,
Committee on Government Operations of the House of Representa-
tives.

Now, if we were a private corporation, we would show the indebted-
ness of the Federal Government in one column and show the physical
assets in another column.

Now, at times you get a complaint made that the Federal Govern-
ment is bankrupt because of the huge debt. Doesn't this indicate that
the )hysical assets even on the basis of original cost are approximately
equal to the national debt I

Secretary DILwoN. Well, that is what the table says, sure.
Senator DoUGLAS. Yes. And on the basis of replacement costs it

would be in excess.
Secretary DILLON. I think it is probably correct that the buildings,

the Government buildings would cost more to reproduce now than
they did when they were first built.
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Senator DoutAS. I have here a table from the Economic Report of
the President, page 284 which shows the assets and liabilities of U.S.
corporations, showing that at the end of 1945 the total liabilities were
45.8 billion.

Third quarter of 1961, 156.9 billion or an increase of almost 31/2
ties in tie in(lebtednes of private corporations. -

Secretary )I),LON. Yes 1 see this.
Senator louoAR. It is page 284.
Sem 'teary )IAlrN. Yes, I flid the page. Those are the figures.

Yes. It, (.'i iiitly is tried that sinco the war corporations, individuals,
and States an(d luIlicil)alities have increased their debts much more
rapidly than the Federal Government has.

Senator 1)ouy,,%s. If you take the consumer debt, that is private
consumer debt;, it hits shown a great increase, hasn't it?

Secretary I)m4 ,1oN. It has shown a very large increase.
I don't have the figures right at hand but I know it is a very sub-

stantial increase. It has tripled or something like that.
Senator l)OUMrLAS. Even more than that since 1945$ let, us refer to

1)agse 265, 1 believe it is of the President's Economic Report.
S e.,etaIry )ILLON. Yes.
Senator l)ourAM. ,It shows short. and(] intermediate term e)sumer

cre(lit which mwas outstanding in 1945, $5,700 million. At the end of
December 1961, $56,850( million, or a tenlfold increase; isn't that true?

Secretary )ILLON. I see that. That is correct.
Senator I)OIorAs. And then ;f you take the mortgage debt, out-

standing, which is slow oil table B--50 page 267, at the end of 1945
the total oi all propertiess w as $35.5 billion. 'T'hat is in the first col-
umun. At. the end of 1961, the figure is $223 billion, or an increase of
over six time's.

Noow, don't you think there is a lot of fallacious pointing with alarm
to tie size of the Government debt in view of all these?

Secretary DILLON. I think it is very true when you compare the
increase in the public debt, the Federal public debt, since the war,
with increases in other debt, either municipalities and States or in-
dividuals, that the Federal increase has been very, very smail com-
pared to the others.

Senator DOUOLAS. And in relationship to the increase in gross na-
tional product, the increase has been very small.

Secretary DILLON. Very small.
There is an interesting comparison here, Senator, because the trend

has been the other way in Europe. For the European countries the
national debt trend as a percentage of their gross national product
has been going up.

Senator DOUGLAS. Now, Mr. Secretary, when you meet with the
ministers of finance and representatives of central banks do you stress
these points?

Secretary DIjLroN. I think we do; yes, sir.
Senator DIIojoLAS. Well, you have not received much publicity on

them.
Secretary DILLON. Well, we will try to do better.
Senator DOUGLAS. Because the information which comes out is al-

most entirely that of Europeans pointing with alarm to the American
situation, and these press reports are seized upon with great glee by
certain groups in this country.
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SPMVoI'e I 1.1N. 'l'liOr NVAHi VeIy lit IL Of 11110II I tie Iieefling
whhlol weo Just. hald.

S0e1Mnt MM1 ) AMo.AH I Wvish YOU Would tunhel it spliveli oil 1114islibjel
Mr i. sevot ary, whielu the valiouls jnterattionial Iuuonletlruy utliiitirde
1114411. ne4xt, fall.

8evrotavry lDu1,uoN, 'l'liy uiet, here i Sept embier; yes.
Soeiatr 4)1 , 411At. Do )() 4) wiltit. t o m1(41 Itspeov)041'l
Secret utry ILLdON. Iwol1)gldt l d hoeftsIuIIgt1W

ill at talk,
soelatol. I oum"s. I Ih li o t here w4)1141 h I it' lt.iliy showver of I cowll

1ii0111801i80$ aill it livalt hy injectionl of good Hoense 4 prop)olio 14)1 111

T110t ('ulA1uM4N. Willj dte S0ea11or Yield ?
Senator Dlfuoa,' Yes,
Tl'IM ('uu1lllCII\N. ~hivion o make ii~(111111. sf)004'hi I litt rl1 I i V'4)11(

like for you (o) give yoll jiidguiitiit. its to) IViet-lioi t ile niteml wo'($ it 'y
ha11 tI(dillit lig14s U is $9A00t) tutu 14)11. It, 6s1 M0( PO)411lit, of the o1U541
lax i'eWt'llile, it. is Ulvary hallf o)f tile 4'(Wj)01l1id)Ii ta OX 'V44l11IQ Ii id
1101a,1y29.1 pvl)0lt ot' tilie indiividliaI t OXt\'8.

'Now, juiteirost. is it direct rvsulit. of it d1ebt1. So vlien youl make hatt
speed Imilyvze t 1hiit ertt \v'hie iq lippr1 ~jollehliig $11) bill ioni is ltd4-

~'iiitiieou t t i s tollltryfor all It lie gehlorlti)Ils I4 cO ille. II 1111ghit n.1

Sellti D ol,111A5. I iiitII.N say, \vli'i 'l make11(011111 spveh, I lie' I Mll-
vaol hillikerls who4 doiitlit 4 t llev 110 Ie igs will get at great ol1 f o
l)IN'su1'4 l.11 of' t 1.i'e l lllilIits I hilt We pay3 ill initeres4t. Tlhey \V ill
exult. ilk this.

I think it. would be interesting to sve tile proportion Which tho
interests forms of tile gruoss oalt jolu I 1o i let. 114111 ts compared1 wi''ll) ih
lt)4t, bill1. I (t1o Nv'alit. to say 1 think You 44)11 (to 41054)ilctilil g, yolt liltd
Mr. Mart'1in, Could4. dto soliittiliug iii ti 1 ro.shdt, t ow 1 .110l jteint erest.
rates, 81!vvilivallI' get tiuig t10 Federal Reser've t 4) expanld tile nioiiethary
su1)llil l eo)1'dlic4. with the growthI of the Nation by buying lotng.
toili bonds lud if I hilly Ilguilii exjollild 1) You, ilutrod llligolmti
I iol ill Y'our sale of loO-er ii scat ies so its t0 get, the ('()hwii'gi

hossto bil .l ligailist vat'llhe ur so isteald Of ralt io uin herw ingili
as between iri lns Youk vold Ilse. the free mar11ket. and let, them'Il bid
agailmAt caoher111.

'rue CIIuA11CHAN. W'hien youl make that. speech I Would 111(4. You) to
not ify (lie ('11iiiii so leV('411 he' 1p4.\5t'lt.

Senator IoumIIA. I wIold like tob 1)0ftili4.'(, too. [Lapghiter.]
Secretary~~ I~I1) will haivlver iy 4l~~~g~Si~ n cetee

The C11AiiIMIN. Senator Gore ?
senlator. Goilt. Mr'. Sereftuy, I will go ily Colleague onle be4t ter, I

will wi'ite the sphW(l for you. 'JLautgit.1.]
Secret a ry DILL.ON. Y(oi 11- Ver'.''(Y kid.
Tito H'1I~rl. e probly'wl ~oiuld not 1)e. willing to miiake it if

you write it. L daughter. _
Senator GIIE. I would 1veI'y geiier'oilY in4orp oraite ailly Sulggestions

111N, coltlagues illiglit. mlake. I Would puit, themin Ilk rop~er (co1n1ext, 1
hebutt arrive ait. dIiftferenit concehisionls, I fear, than thlose ill the

110)'l t Scetary may evenituially make.



TAX I(A'i'1' EXTES~I4ON ACT' OP 1 962

I IviM iiit~ooed l nYour t'Qvjouifu' to Seto (itD'i rlon. Y 1Itidler-
St ood youl 11 fify, and I will 18 C youl if I th1Ihtol-iml eorr-ecty, 0110t
miost, of1 tOm 4deit ilii lim jIi viil nmvetor- of' oiut' evlony NisM Nel

SN-(-0r1et it' IIJJAN. WViiit I WV1tM fI iiig to fily %vis filht I don't, think
it, lilts iil Ie l iii'i ill Inc b lt i8 I liii'i i I it (4o1i lifii tg gi'i-o t i

SVecfret .N it '',4I i011. Mildat I MItS 1.010'fei'i' g to %%'fl 14 not tl iii'ilki i n1
oiuli, 6i' v o bnM~ Pi itho1 unffiiI lled sp eviiiI ext iat. Ii' ftoveru dellianil

10 ta W11i11 Ati our' ecoiiomy moves ithelI, the filnin iid 1 iiiiYs
d iIvi'i, and1 it liS't)m gi-owV 11g. 'As im im 'iiit i, getsl bi;lgii ite and Mt alo

All I N'itm i'efet'iitg to wits t hut ill t1lie fOl-i't iiM I M ill I P hi' en ny
Ii ftivs, I1m Iwa fit il it a lii uge Ic ft over 1am fiti Ill Iid gap front t.he4 will'-

Itild 11iitt., t here fom'e, WitH i'l ext it 111111 11M to e;ftpital fon-liti lu- -li~tW
1 1 llm heW e ii'le 9itti , itii I thti ii h Ilitliji uig t1 1111't g(- 4-xt ('I- --ln(

TIhatt giil %%'It p1'(dhlily ji'ttywt I l isA(- biy I 98u, w~hi e ltihad
01h1t. vc'ry hig vv'enr. Tfhat.lldii'i mi thutilitil itself 18 all filled.

' is IN jiie ilfmll.

8t611111111- il 11 t Iii I)ii'dtg Of il1111(41 dent o inl t1li0 In-ivatf eSAWt or.
S'i'i'it ary IiLiLON. Of 111 Ifli ld til iii l' I0 (Pwhit 1WO hil11 1,4 OW' h

Svun or. (Glumii. IDo we not ill fait. , however, Ilii e t hat, Miti liitionlW1

111iii l (ho11 pit VO se'oN l e i It I ii'se DIM Wilt I ith)Ii'M whooit i'1683014-l1

hit if.li l)1legc8s---o Wo not, Itlitv jiust1 HuiihIl it hai'log of oteitiatac ini
tCho littlio svI'i'ii'? D~o wei nlot, hlii, it jpc'tt-i1j, itumfilled (l'iltilit wit'h
i'esph'ect tii i'li)018, Aiili D'('8)('(' to IDosj)itlit I, wVit h i'i'$hsi't I (I ('O)kni t~y

Seeiltiet tIs?~ .~iN.Itt kM)

I t hin '0W. th is1 why tho ailii sti ut ion 11lts i'eiitntlienitlei and time
( ~on11gt'm* lilt l~liip '%ed viltlol t'i)iiS )gt'itnll in, fil ut Itild I t hinuk
I halt, is pum't ivtulanly title ini I Ieo college const iiti)ID it rca, Iieeiitix ott,'
collego~ p( J)1ililt6i11 is itppa'emty goitig to gi'ow Ve-i'y rapidly Over ip
iiext , 5, 9 ('U' tlS nd ('('1101 iiiy will ntice i' 1- 11)8 ubtttial itiitoiult8
of aidditiottl 'onistrtutct ion.

Scnut1)'( otE ~oiue i oul tire awuuiv of the ciffictily 1-int1 Sonic
boys ittid girls atre facing tinow inl finding Colleges, they eitn attend?

Heelotar DimoN Very well llarie if it..
Seci'tai' Ii,Ao .No, i W io f thiM; slitati wi'i lt ou tinve de,-

Scribedi withl r'espiect, to demanttd in b~othi thmojt vate mwitol- and the
pubtllic' sector of out' ecotionly find( society, I)ow ((N'8i,1)1 itdtiiiisti'iitioii
conclude that., Cho best, (4)1118(1 to follow 1s to re(Iilee I aXe's, m~I'titllrly
ill the form11 of! the investment credit atnd lowering d ie, hig I ir Ipbt-so11l

Secret at'y IDluoN. I dIon't. think the atctuinisti ttion cotisidlers or has
(Mill consi(Iet'01-0dliuit t lte-e 111*0 ateIfiiitivc's. TIli admninistrattion, I
tinkiiI, 11lts recommen~ided( find1 intendsl to i-ecomililitti, program is for'
comrmliity facilities, for edutcattion fldiqtmtle to meet the need.
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Experts in the administration have considered that quite a bit, Mair-
ticularly in the Department of Health, Education, and Welare.
There has been, of courseit s you know, diflculty i getting filial action
'on son1e of these proposals. One of thei.i has een in conference now
for some months on higher education which is a very important l'ro-
grant, and the basic aid-to-education bill doesn't. went to have )"o-
gressed very fl'.

But I dol't think we have ever felt. we were cutting down o1 rat ion-
lig back the needs foir facilities to mal room for any re"structuring of
the tIx system.

Senator Gomt,. Well, whatever your motivation is, you have just
described disappointment on the part. of ti administration, if I may
so designate it,, at the failure of Congress to respond to demand in
the pulblic sector.

I think there is some room for disappointment for the )erformance
on the part. of the administration also, if I may respectfully suggest
that.

From the answers you have given and tie statements you have made
it would appear that what, the economy needs is not a spurring o?
demand in the public sector, that being already great, and 1uisatis ied,
but rather a spurring of deniand in the privatee sector.

Now, we can have various views as to how that demand in the private
sector could be spurred. My observations have been that business-
men expand their plant am1 facilities in conteml)lation of new or
increased business in which they can engage l)roflitably.

Would you agree with that?
Secretary J)i[,oN. I would agree with that wholeheartedly, yes.
Senator t olm. Now, it seems to me, you still conie back to the ques-

tion of how to stimulate a demand which, in turn, would cause busi-
nessmnen to expand and improve their plants.

Now, the aLministration has reached the conclusion that the invest-
ment credit is the way to do it.

Secretary DILLoN. That is only part of the wiay.
Wo don't maintain that is the whole answer, because I think part

of the answer would come from the basic income tax reform that we
are talking about for next year. It would include reduction all the
way up and down in the personal income tax rates which would pro-
vide greater personal income particularly to the lower income earners,
where the big bulk of the reduction would go--dollarwise-and who
would spend the most money.

Senator GORr. Suppose Congress passes a bill, with or without the
recommendation of the Treasury, which would just, without any con-
notation, but just by way of illustration, give Mr. Roger Blough a
hundred thousand dollars more of income after taxes.

In what ratio would you think that would stimulate demand in our
economy and particularly how would demand be stimulated as com-
pared to giving a thousand men a hundred dollars per year in tax
reduction.

Secretary DIr.Lo,. Well, I think we have room to do both, and as
you pointed out, and I agreed, businessmen make their decisions based
on opportunities for investment that appear to them to be profitable.
The reason the administration has particularly supported the invest-
ment credit as the type of incentive that is best designed to speed
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modernization, an area in. which our country has lagged seriously
compared to other countries in the world, is that it does increase
profitability more than any other device that we know of at least
-cost to the Federal Treasury.

So we t hiinl that is good in that area, but I don't want to try to com-
aro apples and oranges. The type of demand that the consumer will
lave is very important )ut it, is a totally different, kind of demand.

The comlanies tiat want to fill the demand in whatever form it may
be, making a vacuum cleaner or something, will mnake it. As that
demaiand comes, then there is more demand on the steel company for
steel to make big machinery that makes the vacuum cleaners and so
forth. It is till over the lot.

So, we feel the best thing, and this is, as you know, the strong view
of the Council of Economic Advisers, is a combination that would
increase profitabilityy of investments through the investment credit.
That had to c~lie first because it was ready. I think they would have
been just, as glad to see the basic general reform sooner. But it has
taken a certain amount of time to get it ready. When that time comes
it will be certainly more iml )ortaint or probably larger in volume.

Senator (iRE. W0ll, perhaps you and I could agree that an effective
stimulation of demand in time private sector would be t stimulation of
'consltner, desire )lus ability to purchase.

Secre{tary )ILLON. I think in the broader sense, consumers, of course,
are consumers of cal)ital goods, too, and so hat helps.

Semtor Gotiu. I understand, yes. But ability to 1)urcliise may
not always exactly coincide with the desire to urimase.

Secretary lIhLLO.N. Sir, tlit l is Correct.
Seltor (ohmi. In other words, an effective stimulation of demand in

the colnsumner stream results in the actual purchase of commodities and
Supl)lies and services.

Now, that being the case, what the economy needs, if it needs stimu-
lation, is money in the speni(ing stream. Is that, correct?

Secret ary J)LLON. I think if the ecomy needs stimulation and
there are many w'ho think it either does or will in the not too distant
future, that. is what it will need )rimarily, yes.

Senator GoRl. All right.
That addition to the spending stream can either come by appropria-

tion of funds, by a movement of public funds into the spending stream
to satisfy the denland in the public sector, or by an acceleration of the
movement of funds in the spending stream of the private sector,
,either by reducing taxes or providing jobs for people either in the
public or l)rivate sector.

Secretary DILLON. That is correct.
Senator GORE. From the standpoint of stimulation of the spending

stream in the private sector, a cut in personal income taxes, if that is
the primary reason for a cut, should have the bulk of the tax reduction,
not only dollarwise but percentagewise, in the segment of our econ-
omny where most of the reduction in taxes would be converted into con-
sumer expenditures.

Secretary DIrmoN. By consumer expenditures, you exclude capital
expenditures?

Sen-ator GORE. No, I do not.
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Secretary I),l.oN. Then I would agee if they are both ilwlh(ded. 1
wianited to I'f sure,, yes,

Sellatoi' ((iol, You ladO 1111 intorest.ing (co(llllll it illllelit. ago
whln I asked you about tax ('its il personal ilnConleo brackets, Iti(d I
took, by way of illustration, a $100,000 increase in illrolmi after t axes
for M'. Blouglh, and a $100 increase ill ileonie after tixe.s for i toloU-

tlll e ll .

Y ou stated t hat yoll t hIlight we had I oolli for lautl.
Will you ds(ril til teril '0n11 '1"'?
Sert tary l)L.Ion, W.ell. 1 i1011 ill our l)rogn'ai t lint. I thil lk we do

Smilitor ( ThltS, . e Tl )rogllnI is not iecessaIi ly the room1.
SecreOt i1,11 I )1loN. Tihat iS wa t I It,1lt.
Sllator ( bolt. Yes.Seretarlyl)nLLoN. We (10 feel thalt, you cit lhave ad(eqiiate reformof thi ersonal illconltm tlax strciture and lit the a(m1 time this ill-

vestllot. credit. What the otftet of thesis two tlliigs are, oil the econ-
only Jrosumally would depend oil how illulhl eXnlliturs would
have unres'd." lighr pioital)ility of ntew investment, should hld
the United States Ste l ( orl., to i uwest, t-he whole hundred tllIusltml(to? o1's,

,oiiator ( on,'.. 1 an not talking of I 1l ited Slates Steel. 1 am talk-
ing about, th chairman of t hO board.

SeetUry ),bLON. Thi individual man. 1 thought you were talk-
iug-, iuisilnderstood you, I thought you were talking lbolit t h coin-
pIrny. You aret tallking'about lhe inihv idutal.

Sinaltor (botl,'. I am speaking of persoll ilwoIem a fter t axes.
Serletary )laLLON. 1 would say so far as consillier exl)endit'ures are

coleo(l.ed, it's obviously a1 u1111h greater' etle0t oil coiiSullier expel-(li-
t-urs with the thousand people getting a hundred dollars.

Senator (ita. The stinulation of the economy, I concede, is pos-
sibly only oel of the factors involved?
SeetarV 1)uIaON. That is right.
Senator Gort. In developing ti posit iou of tiie adiiiinistiit ion with

respect to tax reduet ion
(eCretnry 1) IL.oN. hIit is right.

Senator Gornp. These questions will serve, I hope, to inldi(ate to you
that 1 feel the need for the economy next year will lie in stimulation
of consumer demand , and in satisfaction of the unfilled demand in the
public. sector. If approached in those two ways, I think we would
have a moro eflieaCiols program. 1 dont ask you to agree, but I would
suggest, if you are going to take Senator Byrd's suggestion and Selna-
tor' Douglas' suggestion, that. you at least. consider talking about this.

Secretary Dimox. I would be delighted to, Senator.
Senator GoRE. All right.
TheCi (AIIMAN. Senator Ha rtke ?
Senator H\ARTKE. One advantage about sitting over here is that

you get to listen to what, everybody else says. Sometimes you have to
sit an awfully long t ime.

Mr. Secretary, as I understand, following on what Senator Gore has
said and what I understood you to say, you think this is a two-prong
attack basically in the field of taxation, that is, there must be such an
attack in order to have this economic growth that you feel is desirable
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and. that tie l're ,idnit feels is desirable; that you Iluist have some.-
thing which enicolra1ges in1vestmellt to il(Ireso 111 t1 United States,
and which i ncrestses puirchasiJig power. The two go together.

Secretary Di ALON. 'That is !)rc'rct, yes.
SOentoi lATIKE1'. )'ou kno1w I have b4l all advocate of tlhis for a

long tile, mayl0e, miot ill linme witl your approach, bill, I hav a i ax
reduitetio. i bill 'which dites. osack to 11)(1 1111(1 reinivestllellt, deprecia-
lion 1)1ll 1111, frankly, I dol't. steem to i)e ile to (.o1vil(.e anybody
aouIt, the lerits of' lily proposal. But 1l1aybe the theory will gothough.

In 1 im, with Ihlis, however', there is 0110 thing that 11114 recently beent
brought. to illy atteitioll which is it li tle bit disturbing witll regard totI m inlvest'mlent side.

lr'olits for bttsitness generally are up considerably after taxes, isn't"
I halt, tle ?

SeCretary )II,.LLN. (HmNtired to last year, Ihey are 1).
Selltl of r rm,.. ("ollnu'ed to last year ,
SeCrOtLry DI),LLON. ( i'01111 )Ied to atiny full previous year, they are up

consideralbly, Th1y are. not l) col)ardi to the total volum of busi-
floss, total sales, and l1si11ess its it whole feils they are 1ot Ol)(Watilng
ont a very )rolitabl basis because. of that.

But ill bsolli evohitlle they certainly are Ul).
Senator llAR'Kl'. AIId ()rOfitis a111), ani d 11.1 the 11(t result thosoprofits can be handled1 basically in two wa y, isi't this true, either

as distriblution1 to (liea sltocklilei's or et ttill( 1 n(istribulted l)rofis.
Secretary l)IIOiN. Right.
Sonttor 'I ImurE. Now, in this field, I have been informed, mid I

don't know whether I am right or tot, but the dividends have also
bei increased sul)stantially overany11 prior year?

Secretary ILhL[ON. )iViie(lIS for 1I 1 past few years have increased
regularly every year, an1(d I think that trend is still conlt.uing.

Sonaitor HA wrU:. And the un(istributed profits also have been
increased. But the percentage of undistril)uted profits in relation to
the percentagee of dividends hias been seveely restricted.

Secretary DILLON. It 1111S goite down, yes. lhey ale distlributing--
I think it is quite true that tolay AnieV' fan business bs a whole4s, 4iU-
triblit"Iinf- -.inI dividends to stocholder.; i suI)statial y greater per-
ceItffTwbit einings than wis the case 10 years ago, or 20 years ago, or
30 years ago.

Senator IIAWrrK:. And basically the investment of a corporation
olles from its undistributed profits?
Secretary DiLLON. ITudistrihuted profits and depreciation.
Senator IIAR'HPE. Yes. That is right.
Secretary I)IIAAN. Of course, this is one reason, I think, that this

situation Ires occurred: because depreciiton accruals have increased
very greatly from what were clearly the inadeounate levels immediately
after the wvar. That (rives a flow'of funds for investment that has
continued to grow and hasbeen reaaly satisfactory.

Senator I-xrmuH. As I understand the theory of the administration
iold the Treasury Del)artment in thesp recommendations oil invest-

ment the idea is that there is a twofold advantage.
On the ole thing, for exalple. in mwhinery and e,.Iliprle,t, sot)(-

body has to produce those items, if the moiley is invested ill the.ll.
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Secretary Di 4 ,oN. Right.
Senator IAR'K'E,. nhis creates jobs.
Secretary l)ilh.i,oN. That, is right.
Senator IA tTMi. This in turn creates p)lrchasing power', isn't this.

the basic concept?
Secretary 1)1LoN. You are absolut ely right, yes.
Sector IIRIn'U. And this, in eftect., (es create an increase in the.

amount of this so-called--I have forgotten what. Set II l Gol- called
it--this kind of a stream,

Secretary DILLON. Spending stream.
Senator HAItTKE. 'lis ilcrel4ses the speldl(ing st rean011 oil oe phase.
Secretary DILLON. That is right.
Senator IIItrKE. NoW, the indications are if there is a tax cut. for'

individuals, this would increase the spending stream on the other.
Secretary )ILLaoN. That is right.
Senator IrArII ,. And in line with this, although this is a policy

which is advocated, some of our friends, more particularly those on
the other side of the line, indicate that this is because the adniiiistra-
tion is fearful of it recession at this time.

As I understand it the administration has been saying this, "We are,
not content. to lhve America be stagnant.. e want to move forward,'"
and the way to move forward is to go ahe d and find out. what has
kept us in the position of not moving as rapidly as other industrial
nations in the world.

And in order to increase this, including the gross national product
we must go ahead and make these reforms in the fields of taxes as wel
as other items in the field of administration.

Secretary DILLON. That. is absolutely right. It. is not for any fear.
of imminent reession. It is rather because of a lack of satisfaction:
witi the rate at which lrogress has been achieved.

Senator ITARTKE:. And tfhei . has been evidently in the field, in the,
minds of a lot. of the consuming )ublic the feeling that we are going
to move forward because although you indicated 1955 was a, big auto-
mobile year which was probably occasioned as the result. of an unfilled
demand during the war, every indication is that this is going to be
either the second biggest automobile year or else the biggest one, isn't,
flat true?

Secretary DILLo . Right, close to 1955.
Senator [-ARTKE. It. seems the confidence of the peol)le is pretty welI

restored in the development of the American economy and I for one
want to congratulate those people in the administration for creating
the confidence in the future of America.

Secretary DILLON. Thank you, sir.
Senator HARTKE. I have one other question very technical in nature.
The airlines have presented to me a situation concerning-I am not

sure whether it. deals with this matter of taxes extension or not but
this is a question of the so-called oversea flights and over the so-called
polar routes. I suppose it. has been presented to you. But this basic-
ally deals with a proposition of trying to be competitive and still have
to pay transportation tax here on flights which originate in the United
States, and end up overseas.
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I know it is 12:30 and in view of the time I would like to submit this
statement to you and ask the Treasury I)Department to give us their
opinion as to whether or not this can be corrected.

Secretary DILLON. I would be glad to do that.
(The following was, later received for the record :)

TAXATION OF TltAN SI'OItTATION TO Olt FRioM FOI(moN GOITNTrtaeS

Transportttion beginning In the United States and ending in foreign countries,
otler than Canada or Mexico, may be either partially taxable or wholly exempt.
Such trips are taxable on the l)ortion of the fare allocable to the trip from
the starting point to the last stop in the United States. If there is no stop in
the United Stat" after the departure, the trip is entirely tax free. Trips to
Canada or Mexico are fully taxable if they terminate within 225 miles of the U.S.
)order. If the trip to Canada or Mexico terminates beyond the 225-mile zone,
the transportation is taxable only from the point of departure in the United
States to the last stop (if any) in the United States. These rules apply equally
to return trips from foreign areas. However, the rules are applicable only if
the transportation is paid for In the United States. If transportation is paid
for outside tie United States, It is taxable only if it begins and ends In the
United States.

The CHAIRMAN. Have you concluded, Senator?
Senator IIAIrIT.. That is all.
The CHAIRMAN. Thank you very much, Mr. Secretary.
We will be &,eing you again soon.
Secretary DILLON. All right.
The CHAIRMAN. At the request of Senator Wayne Morse I submit

for the record a copy of a letter which he received from Portland In-
dustrial 'Vvtffic Club.

(The letter referred to follows:)
PORITLAND INDUSTRIAL TRAFFIC CLUB,

Portland, Oreg., March 9, 1962.
Subject: Repeal uf the 10-percent Federal excise tax on amounts paid for trans-

portation of persons.
Senator WAYNE L. MORSE,
U.S. Senate, Vashington, D.C.

My DEAR SENATOR Moasi.: The Portland Industrial Traffic Olub, whose mem-
bership is composed of leading traffic managers in the Portland-.Vancouver metro-
politai area and representatives of Oregon firms who are large users of com-
mercial passenger transportation, urges your support of legislation which would
repeal the 10-percent Federal excise tax on the movement of people. Briefly, our
statement of position follows:

1. We believe that the chapter of the Internal Revenue Code imposing the tax
and other parts of the code which refer to the transportation tax should be re-
pealed or amended in entirety such as proposed by S. 2755 (Smathers) and,
no doubt, others which will be introduced at a later date. We do not believe
that any compromises should be made with respect to repeal such as proposed by
the President which would, in fact, retain a semblance of tax for airway user fees
or for other purposes. Our members feel usage fees, if appropriate, should be
treated separately and apart from transportation tax consideration.

2. Because of Its natural geographic location, the Portland-Vancouver metro-
politan area is predominantly dependent upon long-haul transportation. To that
extent, the population and industry of the Portland-Vancouver metropolitan area
and, in fact, the entire Pacific coast is paying a disproportionate share of taxes.
The taxes presently imposed and the continuation as proposed iVy the President
is and would be discriminatory as against the entire west coast.

3. Tourism is an important industry to Oregon and the Pacific N.orthwest. The
10-percent transportation tax, coupled with the long-haul transVo nation factors,
are often an effective barrier to those considering vacations aac. convintic, s In
the Pacific Northwest. Convention business is exceptionally cola letitivw The
handicap) of disproportionate transportation taxes should be renmovd.
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4. It is a nmtter of public information that the Nation's common carriers of
passengers via all modes of transportation have reflected unsatisfactory profit
and revenue pictures during recent years. The Federal excise tax on the move-
mont of people was installed as a wartime emergency measure in order to dis-
courage passenger travel. It has accomplished its purpose. The national de-
fense and welfare requires a strong national passenger transportation system.
Every effort should be made to encourage usage and further expansion of present
facilities. The repeal of the present tax which would, in fact, amount to a 10-
percent reduction In passenger fares, should stimulate a considerable amount of
additional revenue and profit, much ofwhich would be returned to the Govern-
ment in the form of additional income tax payments from the carriers.

5. Because a great portion of passenger travel today, particularly via the
Nation's airlines and railroads, is business travel, the expenses are deductible for,
tax purposes as an ordinary business expense. A good portion of revenues which
might be lost to the Government by repeal of the 10-percent Federal excise tax
on passenger transportation would, therefore, be replaced in part by increased
income tax payments from Industry.

We earnestly solicit your serious consideration of the above points during
your deliberations on measures involving modification or repeal of the Federal
oxelse tax on amounts paid for transportation of persons.

Very truly yours,
BEnT KELLEY, President.

(Whereupon, at 12:30 p.n., the committee stood in recess.)
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