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I. STATEMENT
Provisions of Amendment
The provisions of this Amendment
(formerly known as the "Reed-Dirksen
Amendment" and now called the "Dirksen-Gwinn Amendment") may be summarized as follows:
(1) The Amendment reserves to the
states the exclusive power to Impose
estate and gift taxes.
(2) The Amendment limits mcome
taxes on both individuals and corporations to a maximum rate of 25 percent,
but permits Congress, by a vote of threefourths of the members of each House,
to exceed that rate at any time without
limit. When the top rate exceeds 25 percent, however, it can be no more than
15 percentage points above the bottom
rate. For example, if the bottom rate
were 20 percent, the top rate could not
exceed 35 percent. If the top rate does
not exceed 25 percent, however, there
is no restriction at all on the bottom
rate. It could be as low as 1 percent, or
Vz of 1 percent. The Amendment does
not require the rates on corporations and
individuals to be the same.
This would make it in the interest of
every taxpayer (1) to keep the top rate
down to 25 percent (as compared with
the present rate of 91 percent), and (2)
to keep the bottom rate no higher than
10 percent (as compared with the present
rate of 20 percent).
It should eventually be possible to get
the bottom rate down to much less than
10 percent.
The proposed Amendment is just as
important for the small taxpayer as for
the large.
This united self-interest of all taxpayers is relied on as a force that would

keep the tax rates within reasonable
bounds. As long ago as 1951 there were
66 million individual income taxpayers
in the United States. There are more
today. Their voting power is decisive.
The discussion of this subject involves
three questions:
( 1) Should our present system of
taxing incomes, inheritances and gifts
be changed?
(2) If it is concluded that our
present system of taxing incomes, inheritances and gifts should be changed,
can an enduring change be effected
without a constitutional amendment?
(3) If it is concluded that our present system of taxing incomes, inheritances and gifts should be changed
and that this should be done by
amending the Constitution, is the proposed amendment the right sort of an
amendment?
I shall discuss these questions in
their order.

QUESTION 1
Should Our Present System of Taxing
Incomes, Inheritances and Gifts
Be Changed?
A. First, as to Income Taxes

Our present federal tax laws provide
for a heavy, progressive income tax on
individuals, running from a beginning
rate of 20 percent on incomes of $2000
and under to 91 percent on incomes of
more than $200,000, and a 30 percent
normal tax on the first $25,000 of corporate income, with a surtax of 22 percent on income over that amount.
We have in this country an economic
system commonly called the "private enterprise system," which is based on private capital and private ownership. This
is the system under which this country
has prospered beyond all others, and

grown to greatness. For this system to
operate successfully there must be a
steady continuing supply of new capital,
- billions of dollars each year, - to
start new industries and to maintain and
expand existing ones on which so many
jobs depend; for over 90 percent of all
work in American industry is done by
machinery.
It takes, on the average, about $12,000
of investment in new plant and equipment to provide a job in industry for one
worker. This capital comes principally
from the savings of corporations and
individuals. In the case of individuals,
it comes mainly from those having the
medium-sized and larger incomes. Excessive taxation lessens or destroys the
incentive to produce, save and invest such
capital in industry, and at the same time
reduces the supply by the amount of the
tax. The heavy progressive income tax
strikes with particular force at this source
of supply.

If the savings which constitute the
source of capital supply are taken from
the owners by taxation, the needed supply of capital will be reduced or stopped,
and our private enterprise system will
fail. It would then become necessary for
the government to supply the capital.
This means government ownership and
control, which is Socialism.
Socialism Defined - Its ERects
Socialism may he defined as government ownership or control of the means
of production and distribution. Communism is an extreme form of Socialism,
emphasis on equality in the
with
distribution of wealth. Both Socialism
and Communism lead to absolute dictation by the government, complete regimentation of the people, the loss of their
liberty, and a lower scale of living for all.
The extreme to which our present system of taxation goes in destroying incentive and capital accumulation has been
dramatically brought to the attention of
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the public by the television program,
"The $64,000 Question."
It appears, for example, that in the
case of a single person with a $4,000
income from other sources, a winning
of $32,000 is taxed $15,400, leaving the
winner $16,600. An additional $32,000
would be taxed $23,292, leaving the winner $8,708. For such a person to have
and keep $64,000 after paying the income
tax would require a prize of $448,711.
The result is that people hesitate to go
beyond the $32,000 mark. Likewise persons hesitate to invest in business enterprises, and businessmen hesitate to embark on new ventures because of the loss
involved in the event of failure and the
confiscatory taxes levied in the event of
success. The ultimate effect is certain to
be disastrous.
Some Significant Figures

The following figures are important:
One-half of the total federal revenue is
provided by the tax on individual incomes. Only 3 percent of the total revenue
(about $2 billion) is produced by the
rates of this tax above 34 percent. Thirtyfive percent is the highest rate that could
be imposed (with the present beginning
rate of 20 percent) under the DirksenGwinn Amendment.
The proposed increase of only $100
in the present $600 personal exemption
and credit for dependents would result in
a reduction of 7 million in the number
of income taxpayers, and a revenue loss
of $2% billion.
A $20 income tax cut for all taxpayers
and dependents, proposed in a recent
Session of Congress, would have cost the
government a revenue loss of $2 billion
300 million.
Eighty-four percent of the revenue
from the individual income tax is produced by the beginning rate of 20 percent.
Experience of Other Countries
The experience of other countries, and
most recently that of England, should be
a warning to us to change our tax laws.
For many years England has had heavy
graduated taxes on· both incomes and
inheritances. These taxes have so reduced
the supply of capital that there has not
been enough to provide her industries
with the capital needed for modern machinery and equipment.

A British economist of international
reputation, Professor Lionel Robbins of
the London School of Economics, recently writing in Lloyd's Bank Review, has
this to say about the heavy progressive
income tax in Great Britain:
"In the revolution of our time it is
the tax machine which is the principal
revolutionary agent. If I were asked
to sum up in a word the salient characteristic of this revolution, I should
choose the word collectivism ... the
tendency to shift more and more the
sources of initiative to the central government and its organs.

*

*

*

"I think it is about time that someone who is not deeply involved personally, having chosen a different way
of life, should say bluntly that the
higher reaches of our own (taxation)
progression are quite indefensible save
upon an avowedly confiscatory theory.
So far as earned income is involved,
they constitute a discrimination against
enterprise and ability such as has
never before existed for any long time
in any large-scale civilized community. Certainly they are not dictated
by any needs of revenue; the upper
rates of surtax could be just cancelled
without creating any severe budgetary
problem . . .
"There is nothing particularly neutral in the operation of the present tax
structure. Relentlessly, year by year,
it is pushing us toward collectivism •
and propertyless uniformity." (Italics
mine.)
B. Secondly, as to the Estate and
Gilt Taxes
The Dirksen-Gwinn Amendment also
deprives Congress of the power to impose
death and gift taxes and leaves these
means of raising revenue exclusively to
the states, where they belong and where
competition among the states would tend
to keep the rates within reasonable
bounds.
Under existing laws the tax on the
estates of decedents runs to a high of 77
percent, and the tax on gifts to 57.75 percent. These rates are manifestly confiscatory, and they have very harmful economic effects. They not only seriously
impair the incentive to work, save and
invest in productive enterprise, but they

are extremely destructive of capital and,
in the long run, will destroy the accumulations of capital that are so necessary
for industrial activity and expansion,
with the resulting beneficial effects on
our economy.
Revenue from Death and
Gilt Taxes Small
Assuredly, the harm done to the economy by the present high rates of death
and gift taxes is out of all proportion to
the revenue produced, and cannot be
justified by any argument based on fiscal
needs. Even with the very high rates now
in force, the revenue from these taxes is
comparatively trivial. It is only about
1% percent of the total budget- enough
to pay the government's expenses for
about five days.

QUESTION 2
If it is Concluded That Our Present
System of Taxing Incomes, Inheritances
and Gifts Should be Changed, Can an
Enduring Change be Effected Without
a Constitutional Amendment?
Constitution Filled with Curbs

The Constitution is filled with curbs
on the power of Congress which were
placed there to protect the people's
rights; such, for example, as freedom of
religion, freedom of speech, freedom
from unreasonable searches and seizures,
and freedom from being deprived of life,
liberty or property without due process
of law. Excessive taxation would ultimately render many of these rights of
little value. For example, what benefit
would a citizen derive from . the Constitutional guarantee that he is not to be
deprived of his property without due process of law if his property is taken from
him or rendered of little value to him by
excessive taxation? The freedom of the
individual, which is the highest prize of
all, is not safe without a curb on the taxing power. Congress should no more
have unlimited power over one's property than over his person; for , in the
oft-quoted language of Chief Justice
Marshall, "The power to tax involves the
power to destroy."
It is worthy of note that the constitutions of 19 states contain curbs on the
taxing power of their legislatures, and
that in 4 of these states the curb relates
to taxes on income.
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Even if it should be possible to get a
Congress to adopt the needed changes in
our taxing system, there can be no assurance without a constitutional amendment
that the cha'nges would be permanent. A
later. Congress could overnight eleminate
the changes.

QUESTION 3
If it is Concluded That Our Present
System of Taxing Incomes, Inheritances
and Gifts Should be Changed, and
That This Should be Done by Amending The Constitution, is the Proposed
Amendment the Right Sort of an
Amendment?

At the outset let me correct certain
erroneous impressions or inferences regarding the aims and purposes of the
proposed amendment and its proponents.
(l} The purpose is not to COMPEL
a shift from the income tax to a sales tax,
as has been asserted.
Revenue from Income Tax Dependent
on Size of Income as Well as Rate

The revenue from an income tax is
dependent not only on the rate of the tax,
but also on the size of the income on
which the tax is imposed. Within reasonable limits, lower rates will in due course
produce greater revenue than higher
rates.
There are two reasons:
(l} The lower rates leave more income
in the hands of the taxpayers. This income when invested produces more income, which in turn, when invested, produces still more income, and so on.
(2) The lower rates encourage greater
work, greater savings, and greater production of wealth.
The result is to increase the national
income on which the tax is imposed, so
that with lower tax rates greater revenue
will be produced. This in turn makes
possible further reductions in rates. At
the same time, the increase in the nation's wealth benefits the people as a
whole.
Accordingly any immediate loss in
revenue through the elimination of the
higher rates would undoubtedly be only
temporary. Eventually the lower rates
would produce greater revenue than the
higher rates.
This view is supported by the actual
experience of the Federal government.

The principle involved is the same as
that governing the operation of a successful business, namely, that within certain limits the greatest profits come from
charging a low rather than a high price
for goods sold. As high prices lessen the
ability and incentive to buy, so high tax
rates lessen the ability and incentive to
work, save and invest.
The immediate loss in revenue from
the individual income tax and the estate
and gift taxes occasioned by the adoption of the amendment would amount to
only about $3 billion. The case of the corporation tax I shall deal with further on.
Should Eliminate Waste and Competition With Private Business
Also by eliminating waste and extravagance the federal budget could undoubtedly be cut by an amount substantially in
excess of any immediate loss of revenue
occasioned by the proposed amendment.
The reports of the Hoover Commission
on Organization of the Executive Branch
of the Government show how at least $7.5
billion could be saved each year through
the elimination of waste, without involving any reduction in military strength,
any item of useful public works, or
any "delivered" federal contribution to
health, education and welfare.
Furthermore, the federal government
is heavily engaged in a great many industries competing with private enterprise.
A report of a Subcommittee of the House
on Government Operations in 1954 presents a staggering array of government
businesses that feed on the tax monies
collected from their business competitors. These businesses cover almost all
phases of American enterprise, - manufacturing, transportation, services, insurance, credit, retailing, etc.
The Federal government owns land
equal to one-fourth of the area of the
forty-eight states.
The American Progress Foundation,
of Los Angeles, California, estimates that
more than $50 billion is recoverable by
selling the properties and facilities of the
federal corporations back to the American people, and that the annual savings
in cost of government would amount to
many billions.

Load Carried by Excise Taxes Small
I do not wish to imply by anything I

have said, however, that I consider the
relatively small portion of the tax load
carried by excise taxes a sound policy.
Taxes on expenditures, i.e. excise or sales
taxes, constitute a much more dependable source of :revenue than taxes on
income, for income fluctuates with the
rise and decline of business in a much
greater degree than spending.
(2} Another erroneous impression is
that the proposed amendment seeks to
control government spending by the lefthanded method of limiting a particular
source of revenue.
The proposed amendment has nothing
whatever to do with spending. This matter is the subject of another amendment known as the Bridges-Byrd-Curtis
Amendment, which is aimed at compelling the balancing of the federal budget
each year.
Except for the comparatively trivial
amount raised by the federal estate and
gift taxes, the proposed amendment does
not impair the government's power to
raise needed revenue during either war
or peace. It merely limits the degree of
income tax rate progression, which is
wholly without justification anyway. It
does not prescribe the top rate that Congress may impose.
Effect of Reduction of
High Individual Rates
As I have above pointed out, a reduction in the higher bracket rates of the
individual income tax would involve a
comparatively small loss in revenue, a loss which would undoubtedly soon be
made up by an increase in the income
base on which the tax is levied. Both
reason and our own past experience
justify this conclusion.
Cut in Corporate Rates
A drastic cut in the corporate rates
would be more costly, and it would take
a longer time to repair the loss. For
example, a cut of 7 percent in the top
rate, so as to reduce it to 45 percent,
just 15 percentage points above the
beginning rate of 30 percent, would cost
about $3 billion in revenue.
The fact that in the case of corporations the spread of 15 percentage points
between the top and bottom rates permitted by the Dirksen-Gwinn Amendment is less than the existing spread of
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22 percentage points, constitutes no valid
objection to the amendment, and, if the
budget needs do not warrant it, should
not require the lowering of the top rate
merely to meet a desired or previously
established level for the bottom rate.
Instead, the bottom rate could be increased. Certainly as between a substantial reduction in individual income tax
rates and a few points reduction in corporate rates, it would seem clear that the
stockholders of the small corporations,
who are the real parties in interest, would
prefer the former. As I have already
pointed out, however, the available econ·
omies in the budget should render this
question academic.
Amendment Will Not Shift Tax
Burden To Poor

Certain critics of the proposed Amendment refer to it as a "Millionaire's
Amendment," and assert that it will
shift the burden of taxation from the rich
to the poor, and make the rich richer
and the poor poorer. Their criticism
implies that the two groups are static that the rich are always rich and the poor
are always poor. Of course, this is not the
fact. The poor of today are often the
rich of tomorrow, and vice versa. No
private or free enterprise system can survive which does not provide an adequate
incentive to acquire wealth.
The proposed Amendment will not
shift the burden of taxation from "the
rich to the poor." On the contrary, it
will reduce the burden on those with
the smaller incomes.
As I have already pointed out, the
great bulk of the revenue from the individual income tax comes not from the
taxpayers with the larger incomes, but
from those with the smaller incomes.
This is for the very simple reason that
that is where the great bulk of the taxable income is. The only possible way to
give relief to the small taxpayers is either
(1) by reducing the need of revenue
through cutting expenditures, or (2) by
increasing revenue through a drastic reduction of the present confiscatory higher
bracket rates so as to increase incentive
and investment in productive enterprises,
thereby increasing the national income,
which constitutes the tax base, and as a
result increasing the revenue.

Reducing High Surtax Rates Not a
Discrimination in Favor of Rich
Reducing the high surtax rates is not
a discrimination in favor of the rich, as
some assert. It is rather the partial removal of an existing discrimination
against the rich of a most extreme character, ranging from 20 percent to 91
percent. This will benefit not only those
in the higher brackets, but the people
as a whole, as I have pointed out.
Amendment Endorsed by Many
Organizations
The Dirksen-Gwinn Amendment has
been endorsed by a number of organizations, including ( 1) the American Bar
Association, (2) the Committee for Con·
stitutional Government, ( 3) the Western
Tax Council, (4 ) the National Association of Manufacturers, ( 5 ) the American
Legion, (6) the National Economic
Council, (7 ) the American Taxpayers
Association, (8) the Campaign for the
48 States, (9) We, The People, and (10 )
For America.

II.

SUMMARY

By way of summary, therefore, I
submit that
( 1) The heavy progressive rates of
our present income, death, and gift taxes
will eventually lead to Government ownership and control of all industry, which
is Socialism.
(2) The proposed Amendment would

largely eliminate the socialistic features
of our tax system without impairing the
Government's power to raise revenue,
except by means of death and gift taxes.
The revenue from these twb sources is
comparatively trivial.
(3) The initial loss from any changes
in taxes required by the Amendment
would be substantially less than the savings recommended by the Hoover CommJsswn.
(4) Moreover, such initial loss would
soon be made up by the increase in r eve·
nue resulting from the lower r ates.
(5) Our present system of taxation is
dangerously weak in its extreme dependence on income taxes. A much larger proportion of our revenue should be raised
by consumption taxes. This of itself
would permit a substantial reduction in
all income tax rates.
In conclusion, therefore, I submit
( 1) That the present system of taxing
incomes, inheritances and gifts should
be changed;
(2) That no enduring change can be
effected without a Constitutional Amend·
ment ; and
(3) That the proposed Dirksen-Gwinn
Amendment is a sound and practical
means of effecting the needed changes.
ROBERT
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TO THE EDITOR: Thanks for t ear sheet showing how this Spotlight was used.
TO THE PUBLIC : There is a rapidly mounting tide of protest against our present federal tax
system, and something will have to be done about it before too long. It is
already the subject of widespread discussion in daily and weekly newspapers, and in periodical
publications. Life magazine had an editorial in its April 16, 1956 issue. Farm Journal, Reader's
Digest are dealing effectively with the need for tax reform. T. Coleman Andrews, former Commis·
sioner of Internal Revenue, in the American Weekly (with II millions of circulation) , wrote a lead
article: " Let's Abolish the Income Tax."
Representatives of both parties need, this summer, to be pledged to the support of the Dirksen·
Gwinn Amendment.
Passage of this amendment will provide capital and millions of jobs for oncoming youth and
vastly increase the nation's wealth production.
Your help is urgently needed: for the distribution of this Spotlight, F 386-7; also for Dr. King's
Spotlight, D-273-74 and Crawford H. Greenewalt's Spotlight, No. F 384. Our goal for each of these,
500,000 copies, can be reached only if you and others will give your all-out aid in distributing in
your community and circles. Two copies each free ; 25-700, 4c each; 1,000 or more, 3c each.
Mr. Dresser is one of the pioneers of the movement for tax limitation. In his foregoing testimony,
he makes probably the most comprehensive presentation now available. Leadership for this nationwide educational effort to protect private earnings from confiscation must come from a few hundred
firms and from individuals who have the insight and means to provide the seed money. Then,
thousands can be rallied for a sweeping nationwide educational movement.
Spotlight subscriptions will bring you much additional information; (104 installments) single
subscription, $12; 2 to 8, $11 each; 10 or more, $10 each.
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