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July 25, 1969 CONGRESSIONAL RECORD- SENATE 88573 

THE SURTAX AND TAX REFORM 

Mr. MANSFIELD. Mr. President, it is 
my intention to speak on the surtax and 
tax. reform. 

The sole purpose of the majority policy 
committee at this point Is to try to as­
sure a dispooition of both tax reform and 
the extension of the surtax for 1 year. 
The question is procedural-schedul­
ing-and its consideration is well within 
the purview of the responsibllltles of that 
committee. There Is no desire nor Intent 
nor inclination to disturb in any way the 
substantive functions of the Finance 
Committee, or, for that matter, any other 
legislative committee. 

The policy committee is well aware of 
the administration's view that the ex­
tension of the surtax is necessary to fight 
inftatlon. It is also aware of a gathering 
public view that the surtax has been an 
inequitable and ineffective way to fight 
intlation and a public demand for 
changes in the present tax structure in 
the direction of greater equity. 

To date, the surtax may well have 
served to intensify the resentment 
against the inequities in the tax system. 

Although the surtax has been in effect 
since last year, the Nation has seen no 
relief from rising inftationary pressures. 
Indeed, during the past 7 months infla­
tion has been the greatest in many dec­
ades. Interest rates are at their highest 
point in modern times. Yet it was pre­
cisely as a weapon against intlation that 
the surtax was offered to the people of 
the Nation. It was offered, I should add­
and I am frank to admit it-by a Demo­
cratic administration. It was adopted by 
a Democratic-controlled Congress. I say 
that to lay at rest the partisan implica­
tions which, regrettably, have been raised 

in this situation. This side of the aisle 
must carry its full share of blame for the 
surtax just a.s it must for Vietnam. 

The administration and some Members 
of the Senate have been urging quick 
passage of the surtax with tax reform 
remaining on the back burner. So far as 
we can see, with this approach, what 
may come after in the way of reform 
would be based strictly on a hope and a 
prayer In my judgment, that is not sum­
clent to satisfy the demands of the peo­
ple of the Nation for greater equity in 
the sharing of the tax burden. It was not 
sufficient a month ago. It is not sufficient 
today. Tax reform is no less urgent than 
continuance of the level of tax burdens 
which now falls heaviest on the wage 
earners and salaried employees of the 
Nation. 

Nevertheless, the policy committee as­
sembled yesterday with the Democratic 
members of the Finance Committee in an 
effort to reach an accommodation with 
the administration. I can tell the Sen­
ate on the basis of that meeting--and 
the Senate should believe me-that en­
thusiasm for a year's extension of the 
surtax in any circumstances Is rapidly 

·diminishing. Indeed, If it is to pass at 
all, It may well have to be accompanied 
by assurances of very substantial tax 
reform. 

I hope nobodY considers that a threat. 
In my opinion, It is a fact ba8ed on con­
versations which I have bad with my 
colleagues representing all spectrums of 
the Democratic Party and all sections of 
the country. 

It was with this awareness that the 
Democrats of the policy committee and 
the Finance Committee acted, in my 
judgment, In a most responsible fashion 
when they proposed unanimously yester­
day to follow a new course of action, pro­
vided the suggestion was acceptable on 
all sides. Their Joint proposal would ex­
tend the surtax for 5 months-thus giv­
ing the administration what it has de­
scribed as an anti-Inflationary device. 
The final 7 months of the requested ex­
tension, moreover, can still be enacted 
together with a tax reform package prior 
to November 30, 1969. Even Senators who 
are on record as opposed to the year's 
surtax extension agreed that a 5-month 
extension in this context would be ap­
propriate. 

It is our considered judgment that this 
offer of yesterday is responsive to the 
wishes of the administration and to the 
realities of the issue of the surtax as It 
confronts the Senate at this time. 

Mr. President, on yesterday I had in­
tended to go down personally to see the 
distinguished minority leader and give to 
him by hand the results of the meeting 
held jointly by the Democratic members 
of the Finance Committee and the policy 
committee; but unfortunately, the press 
of the press was so great outside the door 
that I would have been taking my life in 
my hands had I tried to undertake what 
would have been a most pleasant journey 
on the basis of personal friendship. So I 
called the distinguished minority leader 
on the phone, he put his secretary on, 
and he copied the statement down. So I 
did the best I could to get it to Lhe mi­
nority leader. I wanted him to know of 
that. I am sure he did. I wanted the Ben-
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ate to know o! the procedure which was 
followed, he<-nuse I believe in courtesy 
and comity between t.he two ~artios and 
the two House~ 

So. Mr. President. I G.Sk unanimous 
consent thnt the statement of the Demo 
cratic pol:cy committee and the Demo­
cratic members of the Finance Commit­
tee be printed in the RECORD at this 
point, with footnotes to the effect that 
the investment credit repeal ls, in etJect, 
permanent law; that the extension of the 
excise taxes remain In etJect until De­
cember 31, 1969 : and that the change of 
the standard deductton, the so-called 
help-to-the-POOr amendment, would not, 
under any circumstances, go Into effe t 
until January 1, 1970. 

There being no objection, the state­
ment was ordered to be printed In the 
RECORD, as follows : 

The Democratic Polley Commltt..-e and the 
Democra.tlc members or the Ftna.nce Com­
mtttee have agreed upon the following under­
atancttng· 

1. Support an extension of the surta.x uutll 
November 30, 1969. This w111 be accomplished 
by a.ttachlng thts temporary exte::~Bion to a 
separate House-passed bill. The House­
passed surtax extension conta ining the In­
vestment credit repeal.' the extension of the 
exctae ta.xes; and the change of the sta.ndard 
deduction • will remain on the Senate Cal­
enda.r until the tax reform b111 Is reported 
by the Senate Flna.nce Committee. 

2. The Chairman or the Finance Commit­
tee and the Democratic members of that 
CommlUee have given their assurance that 
the tax reform package wlll be reported to 
the full Senate not la.ter than October 31, 
1969. 

3. The DemO<"ratlc Polley Committee has 
endorsed the poslt.lon of the Finance Com­
mittee that the date of the Investment tux 
credit repeal will be Identical to that date 
In the House-passed btll (AprU 18, 1969) . 
The endorsement was at the speclftc request 
o! the Democratic Finance Committee mem­
bers to assure all that the Investment credit 
repeal Ia endorsed and the date Is specltled 
aa con.telned In the bUJ on the Senate 
Calendar. 

Pursuit or thts understanding In the Sen­
ate ts contingent upon Its acceptance by the 
Admlntatratlon and the Republlcan leader­
ship which has been pressing ln the Finance 
Committee and on the Senate floor ror the 
extension of the surtax. May I sa.y that many 
or the members present today went along 
with this understanding notwithstanding 
grav< reservations about the usefulness of 
the continuance of the surtax as an antl­
lnhtlonary meaaure The approo.ch ts of­
fered a.s sn accommodation to the Admlnta­
tzatlon. U It Is not acceptable, the Majority 
Policy Oommlttee Is compelled to stand ou 
Ita previous resolution. 

Mr. DIRKSEN. Mr. President, I was 
Cully aware of the dilemma In which the 
majority leader found himself last night, 
and I thought lt was indeed generous on 
his part to phone me and make it pos­
sible for the secretary to take down the 
statement he !ll.lbsequently made to the 
press, which disclosed the import and 
the general attitude of the majority pol­
icy committee. 

I took 1t upon myself to convene the 
minority members of the Committee on 
Finance at my office at 5 o'clock. I also 
asked the Secretary of the Treasury to 

• Permanent law. 
•Remain In effec t until Dec. 31, 1969. 
• SCheduled to begin Jan. 1, 1970. 

Join us In that informal seminar. I had 
hoped that the Chairman of the Board 
ot U1e Federal Reserve System might be 
ave.ilable, but he was away from the city 
at the time. 

We dlooussed the statement at con­
siderablE' length, and subsequently I rang 
the Press Gallery. and they were kind 
enough to come down so tha.t I oould 
make a statement. The Secretary of the 
Treasury Joined in that statement, and 
it was corroborative of what I have to 
say. 

My remarks, In essence, were about like 
this: 

I saJd, first. that the proposal that was 
made to .extend until November 30 the 
surtax simply was not enough, because It 
st11lleavea it up in the a.ir: and who shall 
say what will eventuate before or after 
that time? A similar proposal was more 
or less rebuffed 1n the Senate Finance 
Committee, and I appeal to the dlstln­
gulshed Senator from Delaware (Mr. 
WILLIAMS) to corroborate what I say, be­
cause he was there 

A somewhat comparable proposal, not 
quite so long, measured In terms of time, 
was reJected by the House of Representa­
tives That only adds uncertainty and 
confusion to thls whole picture. 

Now, when I say that to run this untl! 
the 30th of November is not enough, I 
say It for a reason. I think of all those 
business activities In the country which 
have to go into the markets and buy, 
from time to time, for a long period. They 
have to contract for su~tplies, for goods of 
all kinds, and of course they will have to 
do so at the market price that obtains 
now. But what will the situation be down 
the road, when this uncertainty persists? 
They ought to know what they can de­
pend on. 

I tried to illustrate the point to the 
press out of my own experience. In those 
days when I was In the wholesale bakery 
business, you did not buy one car of fiour, 
and you dld not buy two or three. You 
estimated what your needs were going to 
be, and then, when a flour salesman 
came, you would say, "Give me a quota­
tion on 50 or 60 carloads of fiour, deliv­
ered thls way, over a period of time." 

Well, he would say, "I cannot do It, be­
cause we cannot look down the road that 
far, and we cannot tell what the price of 
wheat ls going to be; and it Is the price 
of wheat that is going to determine what 
we are going to have to get for flour. Now, 
if It were not for Federal Intrusions," In­
cluding what was then the Federal Farm 
Board, "I could tell you, but I cannot tell 
you now." 

These are the uncertainties that hang 
over the whole business community of 
the country, and that Is why they are so 
concemed; and we are concerned with 
them. 

I might elaborate even fw·ther on this 
matter, but I think this ls su1Jl.cient for 
a.ll purposes. Our hope was to resolve the 
state of confusion, so that those who 
handle enterprise in this country may 
know the conditions under which they 
are exi>ected to do business. 

I said one other thing. I said !rom 
the standpoint of inflation, it simply did 
not go far enough. I would say to my 
good friend, the distinguished majority 

leader, that a surtax, standing by itself 
as a single weapon, Is not the whole an­
swer to lntlat1on. 

Think of the credit binge that the 
country is on at the present time, 
and the great surge of demand for 
credit that finally compelled the 
banks to raise their prime rates. I 
cannot imagine that there is any bank. 
of consequence, from the biggest bank In 
New York or San Francisco or Chicago 
on down, that would want to raise Inter­
est rates unless they were compelled to 
do so. And what is the compulsion under 
which they operate? They want to main­
tain liquidity In the country. But here is 
this demand for credit. How do you shut 
it off? How do you ration It? They have 
no legal weapon by which to ration it. 
They can only say. "Thls much credit 
we can extend. Here is ftve times that 
amount in credit demands. All we can 
do is put up the rates to dl.&courage 
them." 

It is as simple as that. And, of course, 
it develops all sorts of complicated con­
sequences. Those who cannot get the 
credit here will go in the market, if they 
can, and shop for Eurodollars. The rate? 
10 percent. 11 percent, 12 percent. They 
are determined to get it If they can. So 
there has to be a weapon in the credit 
field as well as a surtax in this field to 
siphon otJ disposable Income that would 
otherwise move into the bloodstream of 
consumer goods. It Is that simple. 

Now we have got that gold imbalance 
to contend with, and we have a trade 
deficit to contend with. In every one of 
these ftelds, something has to be done, 
e.nd thls was a start. Now It is proposed 
that It be ohopped off, and then we will 
walt and see what happens after the 
30th of November. 

I had no choice, therefore, Mr. Presi­
dent, except to say that I did not think. 
It was acceptable. In the memorandum 
which the distinguished majority leader 
so kindly made avadl-a.ble by telephone 
while he was a captive in his own omce 
for the moment, because of the surge of 
people from the press on the outside, I 
noticed, of course, two things. 

He stated, "This should be acceptable 
bo the administration" and "the minority 
leadership should Indicate whether It Is 
acceptable." 

I tlnd myself in a diftlcult position. 
I am sure that the majority leader will 
not close that door, If we think:, and if 
we can persuade him and his associates 
who have made this move, that we are 
right, and that there ought to be an 
additional or another approach. So I am 
content neither to say that I accept It or 
that I reject it. I rather like to feel that. 
It is a matter that it open for negotia­
tion; and I find It so pleasant. even when 
we do not always agree, to sit down with 
the majority leader and place all the 
cards face up on the table, because we 
have never played otherwise, and I think. 
out of that and out of the rule of reason, 
we lllll.Y yet find the answer to this 
problem. 

Mr. MANSFIELD. Mr. President, I am 
delighted that the distinguished minority 
leader has Indicated that his door is open, 
as always, bece.uae the only Information 
I had relative to our most pleasant ex-
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• change of yesterday was what I read in 
the newspapers and heard over the radio. 
Whlle I have great faith in tile printed 
as wen as the spoken word, I do not have 
unbow1ded !alth in what they say, be­
cause they do delve into the are-a of spec­
ulation all too often, and their specula­
tions are not always oorrect. 

Mr. AIKEN. Mr. President, I think 
there is one rmgle to the surtax and in­
creased inter~ rate situation which we 
should consider thoroughly. 

I was talklng with the president of a 
fair-sized corporation the other day. It 
was not about a $50 million-a-year cor­
poration. It was not one of the big ones. 

I said, "You don't get 6-percent money 
anymore.'' 

He said, "No. But that does not bother 
us in the least. We charge 1t o1r as a pro­
duction expense." 

In other words, the price of the prod­
uct goes up. 

I said, "What about the young family 
that is trying to buy a home? Can they 
buy a hoJUe, and is this high interest 
rate any advantage to them?" 

We all know the answer to that. I think 
the same thing is true with a surtax. The 
surtax on the profits of a big oorporation 
is charged off as a production Item and 
is added to the price of the goods they 
sen. Tbe accelerating inflation of today 
is largely chargeable to high Interest 
rates and the surtax. 

Millions of young families are trying 
to buy homes and educate their children. 
This means higher prices to them. 

I point out that prosperity does not 
originate with the big corporations and 
the big banks, because without the mil­
lions and millions of families in the 
lower income brackets from $5,000 to 
$15,000 that buy their goods and borrow 
JD<>ney, the big fellows would Just wither 
on the vine. ' 

In my opinion we should consider tax 
reform and the extension of the surtax 
without delay. 

It is high time that tax evaders and 
profiteers were brought to account. 

·--
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