
Review of The Week: Big 3 Preparing for Conference
PRESIDENT EISENHOWER, as

a chief of state participating
in an international conference, will
get his baptism of fire in Bermuda
next month.

The Chief Executive last week
announced a meeting with Prime
Minister Churchill of Great Britain
and Premier Mayer of France.
Hours after the announcement, the
Mayer government fell, leaving
open the question of who would
represent France.

Gen. Eisenhower’s call for a Big
Three conference was issued, as it
were, on the spur of the moment.
He did not extend the invitation
until the day before the meeting
was announced publicly.

But it was a logical and even
necessary move. The previous
week’s dissension between the

United States and Britain over a
conference with Soviet Prime Min-

ister Malenkov had left the allies

wide open for a propaganda thrust
from the Kremlin. By suggesting
a Big Five conference—including
the iUnited States, Britain, France,
Russia and Communist China—
Mostow could have rubbed salt into
the self-inflicted wounds of the
allies.

Britain would have wanted to ac-
cept; America would have wanted
to decline. Public dissension over
a well-publicized bid from Russia
would have served the Communist
cause well.

Off the Hook
But now the allies are off the

hook at least until the middle of
June. The scheduled Bermuda
conference would excuse them from
answering any Red bid. In the
meantime they could work to re-
pair their united front.

The repair job will not be an
easy one.

Britain and the United States
have much in common. Their in-
terests, in the long run, are the
same. Both are convinced of the
necessity of defending the free
world from the Communist men-
ace. They sometimes disagree,
however, on emphasis, on priority,
on tactics.

When the Communists were
rattling the sword, Britain and
America held together despite the
differences. But now that the Reds

are waving the olive brahch, the
differences have become serious—-
they threaten to hogtie Western
defense.

Problems for Bermuda
The problems that will be

thrashed out at Bermuda stem, for
the most part, from these dif-
ferent attitudes:

American officials like to seek
over-al! solutions to cold-war prob-
lems. They feel that piecemeal
settlements leave the basic Com-
munist threat intact. British of-
ficials like to try for bit-by-bit
solutions They are convinced that
partial settlements are possible and
should be accepted, while over-all
settlements are not now possible
and can be postponed.

Britain claims her attitude is
based on long experience and a
mature attitude toward world
problems. John Bull has been
through all this before, it is rea-
soned, and in the past a pragmatic
approach has been successful.

American Rebuttal
Americans are inclined to be-

lieve, however, that the cold war is
something the British Empire has
not faced before. This time the
entire Western civilization is
menaced by another civilization
tough enough to destroy it. Any
settlement without broad guar-
antees would be ignoring realities.

Both countries also have special
national interests and domestic
politics to influence their views.
The United States, for instance,

has a powerful set of Congress-
men, mostly Republican, who be-

lieve Asia is the key to world
peace. To them it is a matter of

life or death to insist on conced-
ing nothing to Red China. Brit-
ain, on the other hand, has a life-

or-death interest in Europe and

little more than commercial in-

terests in the Far East.

In fact, most of the problems
the two countries will thrash out
at Bermuda stem from their dif-

ferent attitudes toward the Far
East. What differences they have
over Europe and the Middle East

are not large enough to be trou-
blesome during a conference with
Malenkov.

Areas of Disputa
Here are the major areas of

dispute:
Korean Truce. America wants

to hold out for a clear-cut, favor-
able settlement. Britain wants
more flexibility.

Trade With Red China. The
United States wants less trade
with the Communists. Britain
wants to continue trade in broadly
defined non-strategic materials.

Recognition. The United States
says diplomatic recognition would
aid Red China. Britain says rec-
ognition is only realism. (See ar-
ticle by Richard Fryklund on Page
A-27.)

V. N. Seat. The United States
does not want to let Communist
China “shoot her way Into the
United Nations.” Britain believes

Bermuda: This pleasure spot will be the scene of the next "Big Three" conference.

Red China should be permitted to
join the U. N. after a Korean truce
is agreed to.

Chiang Kai-shek. The United
States is committed to support the
Chiang regime. Britain believes
Chiang’s “China” is a fiction and
Chiang himself a liability.

Con We Agree?
So the big question to be an-

swered at Bermuda is not, “Should
we talk with Malenkov?” but, "Can
we agree on what to tell Malenkov
if we decide to talk?” If Britain
and the United States can agree,'
then it would be hard for the West
to lose, whether or not a face-to-
face talk is held with the Russian
leader.

Certainly some agreements will
be reached at Bermuda. The
Churchill and Eisenhower reputa-
tions are built to a large degree
on skill at the conference table.

And the large area of mutual in-
terest recognized by both countries
will give them an incentive. For
Britain and the. United States to
break up with a decision to “go
it alone” would be inconceivable.

The conference will have one
immediate benefit: It will help the
new Eisenhower administration
clarify its own views. The ad-
ministration has varied in its at-
titude toward the peace offensive
from, "We will accept it on face
value, and we will meet them half-
way,” to “They have to show us
first.” But the administration now
will be forced to settle on a policy
and fill in the details before it
can present its case at Bermuda.

Taxes
LIKE a HEAVY TANK storming

the Siegfried Line, President
Eisenhower moved ahead last week
with his tax program, designed-
according to partisan advance no-
tice—to bring Republican fiscal
sanity to a tax-weary America.

And formidable as the Siegfried
Line itself stood New York’s crusty
Representative Daniel Reed, head
of the House Ways and Means
Committee.

Ike’s troops had cracked a Sieg-

fried Line before. But this time
it would take at least equally pow-
erful—if less tangible—weapons to
crack the one ahead. Under the
Constitution, bolstered by ancient
custom, the President of the
United States proposes and the
chairman of the Ways and Means
disposes And this time the chair-
man of the ways and means was
disposed to say nothing but no.

Both the President and Mr.
Reed were fighting on the same
side, up to a point. They agreed
that taxes were too high. But
beyond that point of agreement
their views diverged. Gen. Eisen-
hower said that in spite of the
high level of taxes, they should
not be cut right now. Mr. Reed
said the people demanded and ex-
pected a tax cut and he was going
to see that they get it.

“And,” Mr. Reed added, "when
I fight. I fight.”

President's Plan
The President’s interim tax pro-

gram—a new one will be enun-
ciated in his budget message to
Congress next January—was con-
ditioned by three major factors:

1. The Truman administration

had set in motion so huge a spend-
ing machine that it could not be
stopped overnight.

-.2. The Truman administration
had overestimated the sum the
Government would take in for the
year beginning next July 1.

3. The state of the world is such
that although some reductions can
be made in defense outlays, spend-
ing in that field must continue
jtieavy.

Aims Spelled Out
*‘ln a radio address to the Na-
tion Tuesday night, and again in
a message to Congress on Wednes-
day, Gen. Eisenhower spelled out
his budgetary diagnosis and his
tax prescription.

As to the budget:

The Truman budget of last Jan-
uary had contemplated expendi-
tures of $78.6 billion. This was too
high by $4.5 billion. This adminis-
tration intended to spend $74.1 bil-
lion in fiscal 1954.

Former President Truman had
set receipts at $68.7 billion. But

the Eisenhower administration had
determined that this was too opti-
mistic by $1.2 billion. All the
Government would receive in fiscal
1954, Gen. Eisenhower said, would

be $67.5 billion.
But Gen. Eisenhower planned

some changes in the tax laws that
had not been taken into account
by his predecessor. These changes

would net the Government an
additional $1 billion in the coming
fiscal year.

The upshot of it all, the Presi-
dent said, would be a deficit this
year of $2.8 billion on a cash basis,
or twice that—ss.6 billion—on an
administrative basis. The differ-
ence between cash and adminis-
trative deficits is the amount due
to go into such Government trust
funds as social security.

No Bolanced Budget
Obviously, the budget for fiscal

1954 would not be the long-sought-
after “balanced budget.” But at a
press conference Thursday, Treas-
ury Secretary Humphrey said he
expected income and outgo to be
“in balance” by the end of fiscal
’54. He wavered at first, but
finally answered in the affirmative
—with reservations—the question:
Can we then hope for a balanced
budget for fiscal 1955?

On this point, the President and
his chief fiscal man seemed to be
somewhat at issue or perhaps
it was just a quibble on the part
of the press. Gen. Eisenhower had

said that a balanced budget was
a good prospect if things do not
get worse. Mr. Humphrey said it

could be hoped for if things got

better. Left unanswered this week
end was the question: What if
things stayed just the same—as
they have since the Korean war
began nearly three years ago?

What About Taxes?
Dan Reed was perfectly correct

when he said the people wanted
a tax cut. People always want a
tax cut. And on the face of it, the

President was equally correct when
he said a tax cut would not be fea-
sible at this time. One of the few
things economists agree on is that
deficit spending by a big Govern-
ment breeds big inflation. Hence,
as President Eisenhower saw it,
the first order of business was to

end deficit spending; the second,
to cut taxes.

So last week he gave this as his
recipe for the present:
o Excess profits tax on corpora-

tions. Extend without modification
for six months—to December 31—
this impost which taxes some cor-
poration incomes as high as 82
cents on the dollar.
• Normal tax and surtax on cor-
porations.. Rescind the reduction
scheduled for April 1, 1954.
o Individual income tax. Allow
the present law to operate, reduc-
ing taxes by about 10 per cent in

the middle and lower brackets
effective January 1, 1954.
• Excise tax. Rescind the April 1,
1954, expiration date on higher
levies on some commodities.

• Old-age insurance tax. Postpone

for one year the scheduled increase
from IV2 to 2 per cent on both em-
ployers and employes.

Meanwhile, the President said,
his people would be working with
Congress on a major overhaul of
the existing tax structure—the first
such revision in many years.

Planned Performance
What, exactly, would this pro-

gram do, and how much would it
bring in or cost the Government?
• Excess profits. Atpresent, about
15 or 20 per cent of the corpora-
tions in the country pay not only
the regular taxes on their earn-
ings, but "excess profits” taxes as
well. Often the profits are not
excess at all; in fact, a concern
can make less than its normal in-
come and still pay this levy. Such

facts make its enemies refer to
it as a completely screwball levy,
and—as Senator Taft of Ohio said
last week—“vicious” in the bar-
gain. An example of how the tax
can work is given in detail in an

. article by William Hines on Page

A-27.
This law, passed in January,

1951, is due to expire June 30. The
President proposes to keep the law
in effect until December 31, rais-
ing an estimated SBOO million more
revenue thereby. In his message
to Congress, Gen. Eisenhower
pointed out that the act’s evils
would remain throughout 1953
after the law died (because of the
system of figuring the tax) and
that therefore it might as well
stay in effect throughout the year.

Mr. Reed wants the law to die
a natural death on June 30.
• Corporation taxes. At present,
there are two phases of corporate
taxation, the normal tax and the
surtax. A change in this levy is
due April 1, 1954.

The normal corporate income
tax Is now 30 cents on every dol-
lar earned by a business.

The surtax is 22 cents on every
dollar over *525,000 earned in a
given year. (Excess profits taxes
of 30 cents on the dollar, added
to taxes of some firms, can raise
the total tax take to 82 per cent).

The present law calls for normal
taxes to drop back from 30 to 25
per cent and for the 22 per cent
surtax to remain unchanged. This

would mean, in most cases, a cut-
back in corporate income taxes
from 52 to 47 per cent.

President Eisenhower wants the
April 1, 1954, cutoff date removed
and the 52 per cent levy retained
for the present. This change would
have no effect on revenues in sis-

statement to a Senate Appropria-
tions Subcommittee:

“There is no evidence that in-
dicates that the threat and danger
to the free world has appreciably
lessened ” Then he went on to
say that the Air Force appropria-
tion would not affect air strength
during the coming fiscal year. But
it would he said, result in elimina-
tion of some types of aircraft in
subsequent years.

Defense, Not Attack
The net result, he assured the

subcommittee, would still be an
Air Foret strong enough to defend
the country and strike back in case
of attack but not large enough to
wage a war of aggression.

Committee members questioned
him closely on the cuts. It was
clear that Democrats and Republi-
cans alike were far from con-
vinced that less money could pro-
duce a strong Air Force. Margaret
Chase Smith, Republican, of Maine
drew up a list of questions for Mr.
Wilson to answer in writing. The
questions would pin him down on
the exact strength of the proposed
armed forces. The subcommittee
wanted the answers by May 26.

That action was on the more or
less dignified level of a standard
committee hearing. Elsewhere the
fight grew more brutal—and per-
sonal. Representative Yorty, Demo-
crat, of California produced what
he said was an official Air Force
statement on the new budget. The
statement was strongly in opposi-
tion. Mr Yorty demanded that
Secretary Wilson resign from the
cabinet. “No enemy could do to
our Air Force what this admin-
istration is threatening to do to
it,” Mr. Yorty said.

Air Force View
The Air Force report itself said

the original Truman goal of 143
wings (wing strength varies from
30 planes in a heavy bomber wing
to 75 planes in a fighter wing) by
July, 1955, “represented the abso-
lute minimum in order to attain
adequate national security in view
of the military strength of the
Soviet Union.”

Mr. Wilson’s budget would allow
for an ultimate strength of only
120 wings and that not until July,
1956, the Air Force contended. Thia
statement was in direct contradic-
tion to a Wilson claim that 120
groups would be ready by July,
1955.

Mr. Yorty also produced a letter
from Secretary of the Air Force
Talbott—member of the Wilson
“team”—which said the Air Force
was “disappointed” that its "activ-
ities have to be curtailed,” but
that it was his duty to get along
as well as possible.

Mr. Yorty, armed with ammuni-
tion from the Air Force, had
started a serious battle. Unless he
was knocked down quickly, he
would get more support on Capitol
Hill, where the Air Force is popu-
lar. What prompted Mr. Yorty, of
all the 210 Democrats In the House,
to do battle was not clear. He has
a seat on neither the Armed Serv-
ices nor the Appropriation Com-
mittees. But it was pointed out
that a large airplane factory, the
Douglas Aircraft plant at Santa
Monica, employs some 15,000 work-
ers and voters. And Mr. Yorty
served with the Air Force as a
captain in World War n.

There was no mystery why
Senate leadership in the fight for
more Air Force money was coming
from Senator Symington, Demo-
crat, of Missouri. Mr. Symington
was the first Secretary of the Air
Force and always has been an
advocate of more air power.

Last week the Symington analysis
of the Air Force cut was printed In
the Congressional Record. It con-
cluded: “Our effort to be prepared
by the time the Kremlin is ready
has been further postponed in
favor of ‘business as usual.’ In

other words, as the Soviets steadily
plan to be stronger, we now plan

.to be weaker.” Mr. Symington
agreed with Mr. Yorty that the
figures unmistakably pointed to a
weaker Air Force than Secretary
Wilson was promising.

The administration was in for a
fight.

Trade With Reds
Trade with Communist China

has been a bone of contention be-
tween American statesmen and
the allies since the Korean war
started. The United States has
stopped all trade in American-

owned vessels. Far East minded
Senators have urged that our
friends follow suit. Other nations,
however, have contended that it is
economically necessary to carry on
some trade with normal markets
which now are Communist. They
say also that such trade Is better
for the West than for the Reds.

Something of a compromise be-
tween the two points of view has
been worked out through negotia-
tion and also through the pressure
of the so-called Battle Act em-
bargoing strategic materials. The
goal on the part of American au-
thorities has been to stop trade In
goods that can be used for produc-
tion of military supplies.

A Senate subcommittee headed
(Continued on Page A-38.)

cal 1954, but would amount to
about $2 billion a year thereafter.
• Individual income taxes. In No-
vember, 1950, a Korean war levy
was slapped on individual incomes,
raising the tax an average of 11

per cent. This measure brings in
approximately $3 billion a year. It
is scheduled to die—with income
taxes cut back to their former
levels—on December 31, but will
bring the Government about sl.l
billion between July 1 and the end
of the year.

The President wants this meas-
ure continued until its normal date
of expiration, when the individual
tax reduction will take place.

Mr. Reed wants the expiration
date moved up from December 31
to June 30, to coincide with the
scheduled death of the excess
profits tax. The President says this
would cost the Government sl.l
billion.
• Excise taxes. These levies
amount to sales taxes and are ex-
pressed either in percentages or
dollars-and-cents. There are excise
taxes on thousands of items, and
only a few are to be reduced on
April 1, 1954. These are:

1. Liquor, down from $10.50 a
gallon to $9.

2. Beer, down from $9 a barrel
to SB.

3. Wines, reductions in existing
taxes of between 12 and 20 per
cent.

4. Automobiles and motorcycles,
down from 10 per cent to 7.

5. Trucks, buses, accessories,
parts, down from 8 per cent to 5.

6. Cigarettes, down from 8 cents
a pack to 7.

7. Gasoline and diesel oil, down
from 2 cents a gallon to V/2 .

8. Sporting goods, down from 15
per cent to 10.

These items, the President says,
bring in $1 billion a year. Their
indefinite extension will add S2OO
million to Government revenues
in that part of fiscal 1954 between
next April 1 and next June 30.
• Old-age insurance taxes. These
are not taxes in the same sense
that income and excise levies are.
In other words, their primary pur-
pose is not the raising of revenue.
Rather, they are designed to build
up a self-sustaining fund for the
current and subsequent payment
of pensions.

At present, the great majority of
American workers pay IV2 cents
out of every dollar—up to the first
$3,600 earned in a year—into this
so-called "social security” fund.
Employers contribute a like
amount. Thus, as much as SIOB a
year can be contributed in the in-
terest of a single worker.

The law as now written would
raise this contribution, on both
sides, to 2 per cent, starting Janu-
ary 1, 1954. The maximum then
would be $144. But President Ei-
senhower says the fund now has

$lB billion in it—in the form of
Government securities and is

taking in more than it pays out.

He wants to delay the increase
from IV2 to 2 per cent for another
year. This will save the majority
of covered workers $lB a year in
withholding taxes.

What Next?
The first order of business, of

course, is to get the President’s new
tax program through Congress.
This will ba an sxosllent feat if It

can be done, dufe to Mr. Reed’s
adamant stand on the death of
excess profits and the early cut-
back in individual taxes. There are
a number of parliamentary tricks
that can be used, to be sure, but
precisely because they are tricks a
great many legislators will be loath
to use them—not because of their
trickineS|B necessarily, but mainly
because every legislator thinks of
himself as being some day a com-
mittee chairman who would not
like to be tricked out of his
prerogatives.

There are now exactly 37 days
before the excess profits difs. While
it is not impossible to get the
excess profits extension through
Congress in that period, it will be
difficult. And if so much as- a day
passes after the deadline, it then
will be practically impossible to get
a new excess profits law through.

And if the excess profits tax dies,
the clamor for an early cutback in
individual taxes—“just as a matter
of fairness to the workingman”—
will grow even louder than it is
now.

A Tip-Off?
But whatever happens between

now and June 30, the President it
on record for a whole* new tax
program in fiscal 1955. What is
he thinking about? That remains,
for the present, his secret. But
some observers thought they saw
a hint in one passage of his
speech (emphasis supplied):

“Third: The reduction in excise
taxes, which would take place next
April 1 under present law, should
not be put into effect pending the
development of a sounder system

of excise taxation, for which I shall
make specific recommendations to
the Congress next January.”

What, in the President’s mind,
is a “sounder system of excise tax-
ation”? That was a big question to
a great many people. Was he
thinking about a general sales tax,
which many people consider a
sound way of raising money? If
so, what will organized labor have
to say about that? Labor regards
a sales tax as a “poor man’s bur-
den,” because the poorer a man the
less able he is to afford an extra
1 or 2 pep cent in sales taxes. And
how long would the President’s
Democratic friends stay with him
in his battles for continued high
taxes if the taxes took the form of
a sales levy which liberals hate
so ardently?

It was such questions as these
that must have made the President
last week pause to reflect that he
has his work cut out for him in
coming months.

Congress

There were strong signs on
Capitol Hill last week that

President Eisenhower was about to
meet the first serious legislative
test of his administration. The
fight would be over Air Force
appropriations. And this time,
the Democrats were showing no
Inclination to come to his rescue.

In his new budget, the President
requested $11.7 billion in appro-

priations for the Air Force, $5.1
billion less than President Truman

had recommended for the coming
fiscal year.

In defending the cut, Secretary
of Defense Wilson opened with this
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