
HIGHWAY REVENUE ACT OF 1959

1357
HEARING

BI0'OIiE TH~E,

COMMITTEE ON FINANCE
UNITED STATES SENATE

EIGHTY-SIXTH CONGRESS

FIRST SESSION

ON

H.R. 8678
AN ACT TO AMEND THE FEDERAL-A1D HIGHWAY ACTS

OF 1956 ANI) 1958 TO MAKE CERTAIN ADJUSrT"MENTS

IN THE FEDERAL.AID HIGHWAY PROGRAM, AND FOR

OTHER PURPOSES

,SEPTEMBER 4, 1959

Printed for the use of the Committee on Finance

*

UNITED STATES
GOVERNMENT PRINTING OFFICE

45814 WASHINGTON : 1959

BEST AVAILABLE COPY



COMMITTEE ON FINANCE
HARRY FLOOD

ROBERT S. KERR, Oklahoma
J. ALLEN FREAR, i., Delaware
RUSSELL B. LONG, Louisiana
GEORGE A. SMATHERS, Florida
CLINTON P. ANDERSON, New Mexioo
PAUL Ii. DOUGLAS, Illinois
ALBERT GORE, Tennessee
HERMAN E. TALMADGE, Georgia
EUGENE 3. McCARTHY, Minnesota
VANCE HARTKE, Indiana

BYRD, Virginia, Chairman
JOHN J. WILLIAMS, Delaware
FRANK CARLSON, Kansas
WALLACE F. BENNETT, Utah
JOHN MARSHALL BUTLER, Maryland
NORRIS COTTON, New Hampshire
CARL T. CURTIS, Nebraska

ELIZAssxEs B. SprNoRsc, Chief Clerk



CONTENTS

Page
Text of H .R . 8678 -----------------------------------------------.. 1

STATEMENTS
Bertram Tallamy, Federal Highway Administrator, Bureau of Public

Roads, Department of Commerce ..--------------------------------- 3
Laurence Robbins, Assistant Secretary of the Treasury--.......... . 41
Maurice H. Stans, Director, Bureau of the Budget --------------------- 39

ADDITIONAL INFORMATION

Effect of 1958 act on Federal-aid highway expenditures .........------- 12
Estimated completion date for Interstate System with funds provided by

H.R. 8678 and extension of funds earmarked by Highway Revenue Act of
1956 -------------------------------------------- ---------------- 25

Estimated status of highway trust fund under proposed legislation (H.R.
8678)-------------------------------------------------------- 26

Highway trust fund expenditures, fiscal years 1957-72------------------ 17
Letter of Senators Hiram L. Fong and Oren E. Long of Hawaii, to chair-

man- ----------------- ------------------------------- 8
III





HIGHWAY REVENUE ACT OF 1959

FRIDAY, SEPTEMBER 4, 1959

U.S. SENATE ,
COMMITTEE ON FINANCE,

Washington, D.C.
The committee met, pursuant to call, at 10:10 a.m., in room 2221,

New Senate Office Building, Senator Harry Flood Byrd (chairman)
presiding.

Present: Senators Byrd, Kerr, Frear, Long (Louisiana), Smathers,
,Anderson, Douglas, Gore, Talmadge, McCarthy, Williams, Carlson,
Bennett, Butler, Cotton, and Curtis.

Also present: Hon. Hiram Fong and Hon. Oren Long, U.S. Senators
from Hawaii.

Clifton W. Enfield, General Counsel, Bureau of Public Roads.
The CHAIRMAN. The committee will come to order.
We have for consideration title IL of H.R. 8678 which I submit for

the record.
(The matter referred to is as follows:)

TITLE II OF H.R. 8678
AN ACT To amend the Federal-Aid highway Acts of 1956 and 1958 to make certain adjustments in the

Federal-aid highway program, and for other purposes

TITLE Il-INTERNAL REVENUE CODE AND HIGHWAY TRUST FUND
AMENDMENTS

SEC. 201. TEMPORARY INCREASE IN MOTOR FUEL TAXES, ETC.
(a) GAsoLINE.--Section 4081 of the Internal Revenue Code of 1954 (relating

to imposition of tax onl gasoline) is amended by adding at the end thereof the
following new subsection:

"(c) TIEMPORARY INCREASE IN TAX.-On and after September 1, 1959, and
before July,1, 1961, the tax imposed by this section shall be 4 cents a gallon."

(b) DIESEL FUI ,L AND SI4ECIAL MOTOR FUES.-
(1) IMPOSITION Or TAX.-Seetion 4041 of such Code (relating to imposition

of tax on diesel fuel and special motor fuels) is amended by adding at the
end thereof the following new subsection:

"(f) TEMPORARY INCREASES IN TAX.--On and after September 1, 1959, and
before July 1, 1961---

"(f) if (without regard to this subsection) the tax imposed by subsection
(a) or (b) is 3 cents a gallon, the tax imposed by such subsection shall be 4
cents a gallon, and

"(2) if (without regard to this subsection) the tax Imposed under para-
graph (2) of subsection (a) or (b) is 1 cent a gallon, the tax imposed under such
paragraph shall be 2 cents a gallon."

(2) TECHNICAL AMENDMENTS.-.The second sentences of subsections (a)
and (b) of such section 4041 are eaeh amended by striking out "in lieu of
3 cents it gllon".

(c) FjooR STOc,1s TAX AND REFUNDS ON GASOLINE.-
(1) TAX.--Section 4226(a) of such Code (relating to floor stocks taxes)

is amended by adding at the end thereof the following new paragraph:
"(5) 1059 TAX ON 0ASOINN.-On gasoline subject to tax under section 4081

which, on September 1, 1959, is held by a dealer for sale, there is hereby
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imposed a floor stocks tax at the rate of 1 cent a gallon. The tax imposed
by this paragraph shall not apply to gasoline in retail stocks held at the place
where intended to be sold at retail, nor to gasoline held for sale by a producer
or importer of gasoline."

(2) DATE FOR PAYMENT OF TAX.---Section 4226 (d) of such Code (relating
to due date of taxes) is amended by inserting before the period at the end
thereof the following: "; except that the tax imposed by paragraph (5) shall
be paid at suc.i time after November 30, 1959, as may be prescribed by the
Secretary or his delegate".

(3) TECHINICAL AMENDMNT.- Section 4226(C) of such Code (relating to
definition of dealer, etc.) is amended by striking out "section 6412(a) (3)"
and inserting in lieu thereof "section 6412(a) (4)".

(4) REFuNDs.-Section 6412(a) of such Code (relating to floor stocks
refunds) is amended by renumbering paragraph (3) ats paragraph (4) and by
inserting after paragraph (2) the following new paragraph:

"(3) GASOLINE HELD ON JULY 1, i961.-Where before July 1, 1.951, any
gasoline subject to the tax imposed by section 4081 has been sold by the
producer or importer and on such date is held by a dealer and is intended
for sale, there shall be credited or refunded (without interest) to the producer
or importer an amount equal to the difference between the tax paid by such
producer or importer on his sale of the gasoline and the amount of tax made
applicable to such gasoline on and after July 1, 1961, if claim for such credit'
or refund is filed with the Secretary or his delegate on or before November
10, 1961, based upon a request submitted to the producer or importer before
October 1, 1961, by the dealer who held the gasoline in respect of which the
credit or refund is claimed, and, on or before November 10, 1961, reimburse-
ment has been made to such dealer by such producer or importer for the
tax reduction on such gasoline or written consent has been obtained from such
dealer to allowance of such credit or refund. No credit or refund shall be
allowable under this paragraph with respect to gasoline in retail stocks held
at the place where intended to be sold at retail, nor with respect to gasoline
held for sale by a producer or importer of gasoline."

(d) CREDITS AND REFUNDS.-
(1) TAX PAYMENTS CONSIDERED OVERPAY'MINTS.-Section 6416(b)(2) of

such Code (relating to special cases in which tax payments are considered
overpayments) is amended--

(A) by striking out "at the rate of 3 cents a gallon" each place it
appears in subparagraphs (H), (I), and (J) and inserting in lieu thereof
"at the rate of 3 cents or 4 cents a gallon";

(B) by striking out "1 cent for each gallon" in subparagraph '(II) and
inserting in lieu thereof "1 cent (where tax was paid at the 3-cent rate)
or 2 cents (where tax was paid at the 4-cent rate) for each gallon"; and

(C) by striking out "at the rate of 1 cent a gallon;" at the end of
subparagraphs (I) and (J) and inserting in lieu thereof the following:
"at the rate of 1 cent a gallon w1kere tax was paid at the 3-cent rate or'
at the rate of 2 cents a galllon where tax was paid at the 4-cent rate;".

(2) GASOLINE USED FOR CLRTAIN NONHIGHWAY PURPOSES OR BY LOCAL
TRANSIT SYSTEMS.-Subsctions (a) and (b)(1)(A) of section 6421 of such
Code (relating to gasoline used for certain nonhighway purposes or by local
transit systems) are each amended by striking out "1 cent for each gallon of
gasoline so used" and inserting in lieu thereof "1 cent for each gallon of
gasoline so used on which tax was paid at the rate of 3 cents a gallon and 2
cents for each gallon of gasoline so used on which tax was paid at the rate of
4 cents a gallon".

(e) COLLECTION OF GASOLINE TAX AT WHOLESALE DIs'rRIBUTOR LEvL.-
(1) TREATMENT OF WHOLESALE DISTRIBIUTOUR AS PRODUcER%-The first

sentence of section 4082(a) of the Internal Revenue Code of 1954 (relating to
definition of "producer" for purposes of tax on gasoline) is amended to read
as follows: "As used in this subpart, the term 'producer' includes a refiner,
compounder, blender, or wholesale distributor as well as a producer."

(2) WHOLESALE DISTRIBUTOR DEFINED.-Wection 4082 of such Code is
amended by adding at the end thereof the following new subsection:

"(d) WHOLESALE DISTUIBUTOR.--As used in subsection (a), the term 'wholesale
distributor' includes any person who-

"(1) sells gasoline to producers, to retailers, or to users who purchase in
bulk quantities for delivery into bulk storage tanks, and



HIGHWAY REVENUE ACT OF 1959

"(2D is registered and bonded with respect to the tax imposed by section
4081.

Such term does not include any person who (excluding the term 'wholesale dis-
tributor' from subsection (a)) is a producer or importer."

(3) EFFECTIVE DATE.--The amendments made by paragraphs (1) and (2)
shall take effect on January 1, 1960.

SEC. 202. TRANSFERS TO HIGHWAY TRUST FUND.
(a) TRANSFER. -Section 209(c) of the Highway Revenue Act of 1956 (relating

to transfer to Highway Trust Fund of amounts equivalent to certain taxes) is
amended by renumbering paragraphs (2) and (3) as paragraphs (3) and (4),
respectively, and by inserting after paragraph (1) the following new paragraph:

"(2) EXCISE TAX ON AUTOMOBILES, PARTS AND ACCESSORIES, ETC.-There
is hereby appropriated to the Trust Fund, out of money in tile Treasury not
otherwise appropriated, amounts equivalent to that portion of the taxes re-
ceived in the Treasury after June 30, 1961, and before July 1, 1964, under
subsection (a) (2) (tax on passenger automobiles, etc.) and (b) (tax on parts
and accessories) of section 4061 of the Internal Revenue Code of 1954 which
is equal to the amount which would have been so received if the tax rate
under each such subsection had been 5 percent in lieu of the applicable
rate."

(b) CONFORMING AMENDMENTS.-
(1) CLERICAL AMUENDMENT.-Paragraph (4) (as renumbered by subsection

(a)) of such section 209(c) is amended by striking out "paragraphs (1) and
(2)" each place it appears and inserting in lieu thereof "paragraphs (1), (2),
and (3)".

(2) FLOOR STOCKS REFUNDS.-Section 209(f) of the Highway Revenue
Act of 1956 (relating to expenditures from Highway Trust Fund) is
amended--

(A) by striking out the heading to paragraph (4) and inserting in
lieu thereof the following:

"(4) 1972 FLOOR STOCKS REFUNDS.--"; and
(B) by adding at the end thereof the following new paragraph:

"(5) 1961 FLOOR STOCKS REFUNDS ON GASOLINE.-The Secretary of the
Treasury shall pay from time to time front the Trust Fund into the general
fund of the Treasury amounts equivalent to the floor stocks refunds made
before July 1, 1962, under section 6412(a) (3)."

The CHAIRMAN. Mr. Bertram Tallamy, Federal Highway Adminis-
trator, Bureau of Public Roads, Department of Commerce, will be
the first witness.

You may proceed, sir.

STATEMENT OF BERTRAM D. TALLAMY, FEDERAL HIGHWAY
ADMINISTRATOR, BUREAU OF PUBLIC ROADS, DEPARTMENT

OF COMMERCE

Mr. TALLAMY. .Mr. Chairman, and gentlemen of the committee, in
your consideration of H.R. 8678, I thought it might be helpful to
present briefly the current status of the Federal-aid highway con-
struction program, then its relationship to the highway trust fund
and the possible rate of advancement of construction under existing
legislation; followed by a review of the program which could go for-
ward under the pending legislation.

Since July 1, 1956, 90,500 miles of highways have been advanced to
construction contracts. This total includes 82,000 miles of highways
on the so-called ABC systems, and 8,500 miles on the Interstate
System.

The total cost of this work, including engineering and right-of-way
acquisition, is $12.4 billion, of which $8.7 billion represents the Fed-.
er% share.
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During this same 3-year period, 80,900 project miles have been com-
pleted, including 4,200 miles on the Interstate System.The 1956 act contemplated the award of contracts at a rate the
trust fund could liquidate without creating a deficit. The 1958 act,
however, directed that the program be advanced at a faster rate
during the fiscal years 1959 and 1960 than the fund could support
with present revenues.

,Thi act, being in part an antirecession measure directed ap-
portionments for fiscal years 1959 and 1960 which totaied $1.6 billion
more than the trust ' fund could liquidate. Consequently, under
present legislation, a $500 million deficit would develop in the trust
fund in the fiscal year 1960, accumulating to $1 billion in fiscal 1961
even though no apportionment is made for the advancement of the
Interstate System this year for fiscal 1961 and only a maximum of
$500 million next year for fiscal 1962.

As a result of that situation, if no action should be taken by the
Congress this year to supplement the trust fund revenue, it will be
necessary to halt all further contracts for both ABC and interstate
highway construction for a period of about 9 months. And even so,
there still would be a deficit of $150 million at the end of fiscal year
1960.

In contrast to such a drastic cutback in the program, H.R. 8678
would permit continuing advancement of both ABC and interstate
highway construction in an orderly manner but with some reduction
for the Interstate System compared to the prior fiscal year.

The bill would supplement the trust fund by providing a temporary
increase in the Federal motor fuel tax at 1 percent per gallon effective
September 1, 1959, through June 30, 1961. It also provides for a
transfer to the highway trust fund of half the receipts from the 10
percent excise tax on passenger cars and five-eights of the 8 percent
tax on parts and accessories both effective July 1, 1961, and continu-
ing through June 30, 1964. Of course, the September 1 date for
enactment of the motor-fuel tax would have to be altered to a little
later date.

Under H.R. 8678 an apportionment of $1.8 billion could be made
this year for fiscal 1961, and $2 billion could be apportioned next year
for fiscal 1962 for the Interstate Highway System. Also, $925 million
could be apportioned this year for the ABC system for fiscal 1961,
and a similar amount next year for the fiscal year 1962 if authorized.

It should be pointed out, however, that it will be necessary for the
Bureau of Public Roads to exercise control of obligations so that con-
tracts in the current fiscal year and for fiscal 1961 do not exceed the
amounts apportioned in those years for both programs.

To summarize, H.R. 8678 would permit the advancement of the
ABC program at the authorized rate and qllow construction to pro-
ceed on the Interstate System at a substantial though reduced rate
until calendar year 1961 when Congress will have the opportunity to
consider a long-range financing program for completion of the system.
At that time a new estimate of cost will be presented to the Congress
based upon the preceding 4 years of actual construction cost experience
and with much advance detail *plannifig. I I

Also, there will be presenteda fundamental report on direct user
and indirect highway benefits based upon 4 years of intense study of
these subjects and the results of an extremely important test road

4
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project now being conducted by the joint efforts of the Federal Govern-
ment, the States, and private industry.

These reports should be of enormous assistance to the Congress in
considering at that time the legislation regarding the rate of completion
of the Interstate System and continuation of the ABC program.

Mr. Chairman, that is the end of my direct statement.
The CHAIRMAN. The Chair desires to welcome to the committee

this morning the attendance of the two Senators from Hawaii,
Senator Fong and Senator Long.

Mr. Tallamy, to what extent is the situation now confronting us
due to the existence of the.-

Mr. TALLAMY. The entire deficit with which we are confronted now
and the need for halting contracts unless action is taken at this ses-
sion of Congress results from the fact that in 1958 we were directed
to proceed with apportiomnents in excess of the amount of the trust
fund to liquidate them.

The CHAIMAN. Does that mean that you made 2 years' apportion-
ment with only 1 year's fund?

Mr. TALLAMY. Not exactly.
The entire State apportionment, for example, for 1959 was in-

creases $200 million over the previous authorization. The apportion-
ment for 1960 was increased $300 million over prior authorizations, and
the ABC program was increased about $400 million, and in addition
to that, there was a loan provision to the extent of $115 million,
which provision stipulated that the Federal Government could ad-
vance to the States the $115 million loan which subsequently would
have to be repaid.

Under the section 209(g), instead of making those apportionments
which were directed by the 1958 act, we would only have been able
to apportion $1.6 billion for fiscal 1960 rather than the directed amount
of $2.5 billion, and these other increased amounts.

The CHAIRMAN. Hadi the amendment not been suspended, this
dilemma would not confront us and there would be no occasion now
to request 100 percent increase in the gasoline tax.

Mr. TALLAMY. That is correct.
Senator GoRu. Mr. Chairman, I know Mr. Tallamy wants to be

factual. I am. sure he will want to amend that statement, because
that is not a factual statement.

Mr. TALLAMY. Maybe I misinterpreted the question.
Senator Gou,:. It would be only partially true.
Excuse rme, Mr. Chairman.
The CHAIRM N. My question was, and I think you have answered

it twice, had the pay-as-you-go amendment not been suspended, this
dilemma and crisis in the road program, whatever you may call it,
would not now exist.

Mr. TALILAMY. That is correct, as I see it, Mr. Chairman.
The CHAIRMAN. And therefore, if it, did not exist, there would be

no reason for the pending legislation to increase the gasoline tax by
1 percent.

Mr. TALLAMY. That is as I understand it; that is correct.
The CHAIRMAN. This is resisted all over the country, according to

the mail I received.
Mr. TALLAMY. I understand it that way.

45814-59-..2
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The CHAIRMAN. Are there any other questions?
Senator )OUoLAS. Mr. Chairman, are we going around in sequence?
The CIIHATMAN. Senator Kerr.
Senator KiR. That change in the program was directed by the

Congress and signed by the President, was it not, Mr. Tallamy?
Mr. TA AAMY. It was.
Senator Knut. And it is just as much the law of the land as the

other provisions had been prior to that change by the Congress?
Mr. TAIhAMY. That is correct.
The CHAIRMAN. I)id the President approve of the suspension of

the pay-as-you-go amendment?
Mr. 'iATLAMY. ' The President signed the legislation. At the time

he signed it, he pointed out that there would be a necessity this year
to face up to the problem of securing the additional money that this
legislation required.

Senator Kipuit. fie didn't indicate that he thought-is the Govern-
ment in the position to pay the maturing claims for the next 6 months
out of current funds or revenues that are coming in for completed
contracts which have been made, authorized, and performed without
this legislation?

Mr. .TALLAMY. No, sir.
Senator iKEin. Does that situation prevail with reference both to

the interstate commitments and obligations and the ABC commit-
ments and obligations?

Mr. TALLAMY. Yes, sir.
Senator Kunm. Is there a provision in the law as to priority between

the apportionments for the ABC system and the Interstate System?
Mr. TALLAMY. Yes, Senator, there is so far as apportionments are

concerned. But once a contractual obligation is created, then those
contracted are all considered with equal effect.

Senator Kunt. But what is the provision under the law with ref-
erence to priority for the ABC system?

Mr. TALTLAMY. The provision of the law states that the apportion-
ments for the ABC system shall be made first within the limitations,
of course, of the ability of the trust fund to liquidate them. But they
have the first draw on the trust fund for apportionment.

Senator KERR. So that actually while the present situation is one
where there would be maturing claims, unless we provide additional
funds or revenues in both programs, it cannot be paid unless additional
action is taken by the Congress. It will work out so that as money
comes in, outstanding lawful claims will be paid, but after that, and
as of now actually, no further apportionments will be paid for the
Interstate until the provisions of the law recognizing the priority of
the ABC apportionments and therefore its claim on the fund has again
been reestablished and effective.

Mr. TALLAMY. That is correct.
Senator KERR. What are the authorized amounts for the ABC

system?
Mr. TALLAMY. At the present time the amount authorized for fiscal

1960 is $925 million. No authorization exists for 19-I am sorry, I
should have said for 1961.

Senator KERR. Yes.
Mr. TALLAMY. And no authorization exists for 1962.
Senator KERR. Now, has the 1961 apportionment been made?
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Mr. TALLAMY. The 1961 apportionments have not been made.
Senator Kirt. Against either fund?
Mr. TALAMY, A against either fund.
Senator Ktit. WA'hat was the authorization apportionment for 1960

oil the ABC fund?
Mr. TAILAMY. $900 mliOlon.
Senator Kiam. Now, the bill before us would make an additional

1-cent lery oii gasoline sales effective, I believe actually in tie bill
September 1, but for all intents and purposes, what date does the bili
carry for the transfer of the excise taxes?

A4Mr. TALLAMY. July 1, 1961, calendar year.
Senator Kamn. Does that mean that there would be none of the

ex(.s1 taxes referred to in the bill transferred to the Trust Fund for
another 2 years from now?

Mr. FII A;LAMY. That is correct.
Senator Kumn. So that the moneys in the fund would not be

augliented under this bill in any amount except the 1 penny on gas-
oline for the next 2 years?

Mr. TALLAMY. That's correct.
Senator Klmn. Is there a study now being made by anyone that

you know of for new.sources of revenue to finance the trust fund
under existing law?

Mr. TALLAMY. Yes; in a way. The Department of Commerce has
been conducting since 1956 and will have ready for presentation to
the Congress in January of 1901---.

Senator Kztrn. 1961?
Mr. TAJJAMY. 1961, caieii(lar 1.961, the results of an intense study

on the direct highway user benefits, and also of the indirect benefits of
the highway system, and this study is not only predicated upon exist-
ing information, but is also dependent and predicated upon the results
of a test road which is now under construction and under operation in
Illinois, and for which the Federal Government and the State govern-
ments and private industry are cooperating, and that test will give us
a wealth of information to determine the direct user benefits of the
highway system as they relate to commercial use and passenger car use.

Senator KERR. Is it your understanding of that directive that the
Commerce Department will come forward to the Congress with recom-
mendations, with data and information as to the benefits and also
recommendations as to what additional taxes would be the most
equitable source of revenue for the trust fund for the future?

Mr. TALLAMY, I can't answer that, Senator.
I know the law requires them to submit the factual information

which will present the basis for consideration of the equitableness of
various types of taxes but it does not require---

Senator KERR. Is tile study limited to the justification for existing
taxes or is the directive broad enough to have them bring here facts
with reference to other possible taxes?

Mr. TALLAMY. It is broad enough so that the facts will be there for
consideration of other types of taxes.

Senator KERR. And will your report consist only of data and de-
tailed fact, or will conclusions be attempted to be drawn in the form
of recommendations?

Mr. TALLAtY. I'm sure that conclusions will be drawn so far as
the facts are concerned, but I couldn't say, I don't know about
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1. Amendroent of the existing law to provide for the designation in Hawaii
of routes onf the National System of Interstate and Defense Highways.

2. Designation of a separate system of highways for Hawaii with the Federal
Government contributing 90 percent of the cost of constructing the system as Is
done in the case of the Interstatte System within the continental limits of the
United States.

While the interstate program is presently facing serious financial, difficulties,
thle program is well underway on a, nationwide basis. It is urged that the Statel
of Hawaii should join the accelerated highway construction program immediately.
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Nhl'. TlAIJ1,AMV Y(1,4 Sit4'.
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Sviiito. B ur;i~iit .Ali(1 t,( .epatrtneuil will make de(finite, recoin-
JiJOI1dittiO4IS to 1,1164 (lOflTHTit~e4' ill (oivlleti(iJI with that, study.

Mr. TALLAMY. 1. (4a41't1U)SflWOI' 1,1a01. Tht, wouldd hilVO to-A
report, to the Seere14trY of (Jomninei'ce mid4( he, of course, will haftve to
(le,4111ile ill the, light, of flhat re(port, its to whether lie would care to
ma1fke i1t 1'(eollity(4n(1 nation or riot.

Senator BumiLil;. And tlitt would b)e. the4 proper time I assumeo for
the Senators from Haiwaii to further aulvance this subject.

Mi'. TPA L A MY. Th itt'S CI[(C,
Senator BITTLEI . I thank you, Mr. Chairman.
Senator 13 iII). Seniatot' J4rear?
Sen ator FIEAII. Might I p ass?
Senator BYlim. Senator Williams?
Senator WILLIAms. No questions.
Senator BYRID. Senator Smathers?
Senator Bennett?
Senator Douglas?
Senator DOUGLAS. Mr. Tallamy, what was the annual rate of

expenditure on the Interstate System prior to the acceleration bill
of 1958?
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Mr. TALLA Y. It was a variable rate. I will give you just a very
few figures. In 1957, we spent $208 million.

Senator DOUGLAS. You were just getting underway then?
Mr. TALLAMY. Just getting underway, and I am speaking of fiscal

yoa. The 1958 fiscal year, that increased to $675 million. In fiscal
1959 to $1,501 million.

Senator DOUGLAS. Would that be about the normal rate of expendi-
ture that was contemplated under the 1956 act?

Mr. TALLAMY. Oh, no. It was still increased further than that.
In 1960--

Senator DOUGLAS. No, no, then w, had the 1958 act. What I'm
trying to get at is at about what rate of expenditure did the 1956 act
contemplate?

Mr. TALLAMY. Yes. Well, it would go up to about $2.2 billion
ultimately.

Senator DOUGLAS. When?
Mr. TAL+AMY. And it would reach there in about 1961 or 1962.
Senator DouGLAS. $2.2 billion. Now the 1958 act speeded this up,

accelerated it, did it not, because of the recession?
Mr. TALLAMY¥ Yes, it did.
Senator DOUGLAS. By how much?
Mr. TALLAMY. By a total of $1.1 billion.
Senator DOUGLAS. Or 50 percent roughly.
Mr. TALLAMY. Yes.
Senator KEut. That is not annually.
Mr. TALLAMY. No, the total.
Senator DOUGLAS. What would be the annual rate of increase?
Mr. TALLAMY. It increased the rate for fiscal 1959 authorization by

$200 million, and it increased the rate over what the section 209(g)
would permit for fiscal 1960 by $900 million.

Senator DOUGLAS. Then that is roughly a 40 percent increase in the
rate of expenditure or authorization?

Mr. TALLAMY. Yes, in that one year.
Senator DOUGLAS. They may not be synonymous of course.
Now may I ask this question. Was the system financially in

balance prior to 1958? Would it have been financially in balance?
Mr. TALLAMY. It would have had to have been hinancially in

balance.
Senator DOUGLAS. I understand, but I mean would your receipts

have been sufficient to meet the $2.2 billion of expenditures?
Mr. TALLAMY. No, sir. We would have had to cut down the

amount of apportionments that we made to the States.
Senator DOUGLAS. What was the annual rate of receipts under the

taxes levied in the 1956 act?
Mr. TALLAMY. About $2 billion a year.
Senatr DOUGLAS. So that the surpluses which you had accumu-

lated in the earlier years would have carried you for some years over
into the future and you would have had an approximate balance.

Mr. TALLAMY. Exactly.
Senator DOUGLAS. But then this $900 million increase or 40 per-

cent increase has thrown you out of balance?
Mr. TALLAM.Y. That's right.
Senator DOUGLAS. Or will throw you out of balance?
Mr. TALLAMY. That's right.
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Senator DOUGLAS. Now this is the problem that puzzles me.
If the previous receipts financed roughly 100 percent of the program,

why is it that when you increase your rate of expenditures only to
140 percent that you say that continuation of the present system will,
as on page 2 I think you say.-it will be necessary to halt'all further
contracts for both ABC and interstate highway construction for a
period of about 9 months. I can see how you would taper off, but I
have been puzzled by this claim that it means complete cessation.

Mr. TALLAMY. The reason for it is that the expenditures which
result from contracts entered into last year and in previous years are
coming due this year, at such a rate that the balance that presently
exists in the trust fund will be used up, and that a deficit will result
during the course of the year.

Senator DOUGLAS. Is this caused by the fact that the mileage cost
of construction is greater than you originally believed it to be?

Mr. TALLA MY. No, sir; it has no relation.
Senator DOUGLAS. What I can't understand is how, if you had

receipts say equivalent to a ratio of expenditure of $2.2 billion, then
if you increase them to $3.1 billion that you have to stop the whole
$3.1 billion. Why can't you stop the $900 million but continue with
the previous base of $2.2 billion?

Mr. TALLAMY. I think possibly J should bring. out, in order to
clarify your problem, that un(er the existing legislation, the 1956
legislation, We Would inot ha.y )een able to a8p)potrtionT the $2.2 billion
which was authorized for fiscal 1960. We cold only have been able
to apportion $1.6 billion without ov(.rdrawing the trust fund.

Senator I)OuJLAS. Why is that,?
Mr. 'T"AL AMY. Because the trust fund would not have supported

the full authorized amount of $2.2 billion, not authorized by the 1956
act.

Senator DoucjAs. Then instead of cutting everything completely
off, why coulh't you go from $3.1 billion to $1.6 billion and go at hlf
speed, which incidentally would be 80 percent roughly of the speed
that you contemplated prior to the recession?

Mr. TALLAMY. Senator, we could have (lone that, but the 1958 act
directed us to apportion the full amount authorized.

Senator J)oUL]AS. Can't you direct the States to cut down on their
rates of expenditure?

Mr. TALLAMY. Well, I could have then, but I can't now because
they have already entered into these contracts. There are actual
contracts with contractors, and the resulting construction is being
undertaken, and the States are building and will be building.

Senator DOUGLAS. That is a very real problem there.
I have always believed in a period of recession one should accelerate

construction of public works, and highways and housing I think are
two of the best ways of doing this. But I also believe that in a period
of prosperity that one should dampen (own the rate of expenditure.

Why are we committed to an accelerated program designed for
recession when those conditions no longer exist? Has this program got
out of hand, so to speak?

Mr. TALLAMY. No, no.
Senator DOUGLAS. Are we running downhill with a loaded sled

behind us and we can't stop without Leing knocked down?
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Seaor DOUOIAAS. But Vou ne0Vei (1,111 slow it, tlOWvi?
'M r. TALLAmi. No. Actuially tlis legislationl you are (,4nidiel-ilur

W4i1 reduce t he woi'k from t-het *aIlthorized -- -the colt~ellpllteol P11(41 of
IV.." billion t-o $1 .8 billion. This legislat-ion actually cuts the 19.58
aet, from $2-*.5- to $1.8 b~lill for fiscal. 1.9(1.

Mentor DouGLAS. That. wOild 1)0 am adlvaftatge, if ally tax is
levied, flult. it should be4 it short-1'Hf tax.

'Mr. T~tA,~Aw~. And thiat is wbat this proposes.



u,0, tor Iotr..OVAH. YVOu are not iinsisting oi a 3-year tax?
MNir. TATIAAMY, It, i a 22-monoth tax.
Senator ,I)o0r(OLMA, No, no; but 1. ineon, originally, I think, you

w (ked for 3 yeart4.
W . TA f.A1MY. T1he a011,0 for it,

Senator DouoMs. Didn't you originally ask for atil il(Wreaso of 1.5
('011144 j)(1' rMlon for 3 years?

Mr. TA0,AMV. FO)r*5 yars.
Senator D),,1LAs, ldl S year4?
Mr. IAlJ,AMv',. And the reason for Chat, is fint I order to riake

11pportiItrn|s evi ftoi the $1.8 billion and t) $2 billion for next
Y01111, We wo(Ild ha(i ve to ev(tify that, lero will be enough money in the
tiI t(, ftilld 3 11l)0 4 years frolni 0OW to pay the Wills when thVey comO duo,
and therefore te reconI)endation for a fax for that period.

Bill, 1,h1W covers e situation by giving iiyimwediate revenue and by
le, th ('OOP th iitfil y
S0mt,r )Ol ,1MA. You I,e not contending flow for 5 years?
Mr. TAAIAMY. No. Well, the Udminist rati,,n'N pos ionS thatt

tlehq would prefer tlit, but, would hope and recognize tliat this bill is
a l)Ill which will enale h us fo go forward with l 10 lrograIl, andl n
196 1 0hll a niinifltrHIT , I think would ho)e that the lon -ralnge
fitancing pla would mtitike it, i1110001480,1.y to diVert funds frOm t le
gellerlt roVellulo.

Senior 'I ),OOLm,. So you are for Con finding this accelerated pro-
graiii even it) i period of filal(eil prosperity,.

Mr. TAAhAMY. .1 411 definit(ly' of 0le 01)1101o WO should ,inltinue
this Irogram.

Senator I)ouoLAH. At the aeolerated rate of 1956?
Mr. 'PAhIA MY. N'o; at the ritfo that is estftblished in fthe legislation.

I1 ( personally tOhink we should, because the trfLihe increases are terrific.Between n'0w kind 1975 wheni this system will be completed we are
going to kill 700,000 people on ouP highways in the United States and
it, is getting worse every day, ,111 We a cut t hat drastically by the
development of this system.

And sone 25 million people will be injured, and we have got, to recog-
nize thiq situation and develop the highways. Therefore I think that
we should proceed at the authorized rate and not look upon it as a
depression or recession versus prosperity type of thing.

71 think we ought to look at it, as something that is -as absolutely
necessary for the economy and the welfare of the United States.

Senator DOITOLA. How much will a one-half-cent increase yield?
Mr. TALLAMY. O)e-balf cent?
Senator DouGLAS. One-half cent.
Mr. TALLAMY. One-half cent will help, but it will not (1o very much

for continuing the program We would have to have an actual
halting of contracts for a period of 4 months this year.

Senator DouGLAs. How much would one-half cent bring in?
Mr. TrALLAMY. Oh, in revenue? It would bring in $191 million for

fiscal 1960 and $289 million for 1961.
Senator DoroLAs' In other words, about 1 cent would yield about

$600 million.
Mr. TALLAMY. Yes.
Senator DOUGLAS. You already have a 3-cent tax; do you not?

145814-50--a4
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Mr. TALLAMY. Yes.
Senator DOUGLAS. So that is $1.8 billion, anId you say expenses

would 1)e tapered down to $1.8 billion. Why aren't you'in balance
then?

Mr.. rALLAMY. We rmiustn't lose sight, of the fact that the ABC pro-
grain that $900 million program, also has to be paid out of this general
fund, and that is a big drain on it.

Senator DOUGLAS. One other question. Are you satisfied with this
90 percent-10 percent formula?

Mr. TAihAMY. I think personally that the States are having a
difficult time to go ahead with their regular highway program on
which the Federal Government contributes nothing, and on the ABC
program.

Senator Do xtjic s. The 'deral ( ovornment contributes 50 percent.
Mr. TALLAMY. Oh, yes; but the States are responsible for thousands

of miles of highways which aire not on any Federal aid system, and they
have that 100 percent cost.

Senator DOUITOAs. I understand.
Mr. TALLAMY. So the States are having difficulty in financing their

own program, the 50-percent program, and to increase the interstate
program responsibility.

Senator DOUGLAS. Who exercises controll over the Interstate Sys-.
ten?

Mr. TALLAMY. We do. We will and will always have to.
Senator OotGLAS. Don't the States lay out the routes subject to

your approval?
Mr. TALLAMY. Yes, sir.
Senator )OUGLAS. Who lets the contracts?
Mr. TAJLAMY. They do but subject to our approval.
Senator 1)ouomiAs. bid you approve the Indiana contracts?
Mr. TALLAMY. We approved the interstate contracts.
Senator DOUGLAS. The right-of-way contracts?
Mr. TALLYMY. Yes.
Senator 1)oUr(LAS. Have you done that in Illinois?
Mr. TA 4 AMY. Yes; we will.
Senator DOUGLAS. Isn't it pretty easy, subject only to general con-

trol, if the States onlly, have to put lip 10 percent of the oney and
the Government puts up 90 percent, for them not to be, very careful in
the ori final letting of the contracts?

Mr. VALLAMY. I don't think so, We review very carefully the
location of a highway. We review, before we approve these, these
are the various steps we approve. We approve the location of tie
highway after public heari gs, after presentation of detailed informa-
tion to us by the State. Then we authorize the procedure of tie
development of detailedd plans. hose detailed plans themselves are
very carefully reviewed by our egi e, ers.

'hen we authorize the'State at their request to advertise for bids.
Before the contract can be awarded we review all of the bids that have
been sulbillitte(l to see that the unit prices are correct and then we
authorize the State to awamrd the contract. Then we also inspect the
construction.

Seataor DouGLAs. May I say I think I was one of the earliest advo-
cates of the system of Federal aid. I reni.ember 40 years ago, when
I was younger than I am now, I wrote some articles'on the incipient



HIGHWAY REVENUE ACT OF 19509

system of Federal aid. The criticism which was then advanced against
the system was that if the State only put up $1 for every Federal dol-
lar, they would not be pal tieularly careful about expenditures. I
thought that the 50-percent State contribution would be a stabilizing
force. I never dreamed we would get iiito a systeyl. where it, would be
9 to 10, and where 1 State dollar woill unlo(ck 9 Federal dollars.

I am surprised if I may say so to find an administration which pre-
sumnably is commnitedo to ocal respollsibility deferling a 90-10 system.
It seerns to lie it, is a top-heavy system.' How would you stand oi
c(hangiut the formula to 70 to :30 or 2 to .1 ?

Mr. fALLAMY. Of course, the administration has no position, at
least

Senator DOUGLAS. You woud not oppose it?
Mr. TALJAMY. ] don't know, of any position the admniistration has

on that in one way or another.
Senator DouoAs. Could that be done on this bill?
Mr. TALLAMY. I think persoiatly that it should not be done. That

is my personal opinion.
Senator DouGLAS. Could it be done on this bill?
Mr. TALLAMY. Could it be?
Senator DOUGLAS. Yes.
Mr. TALLA MY. I don't know. You would have to ask someone else.

I don't know.
Senator DOUGLAS. I don't mean whether politically it could be done,

butjProcedurally could it be done?
Mr. TALLAMY. I would think that a matter of that nature would

have to originate in the Public Works Committees.
Senator ) ODJULAS. Could it, be done on the floor?
Mr. TALLAMY. I don't know. 1 haven't been down here long

enough to know.
Senator IDoIcmAs. We might go into that question and not assume

a purely negative attitude in advance.
One final question, this matter of taking care of Hawaii. What

about the 49th State as well as the 50th State, Alaska?
Have you any plans to include Alaska?
Mr. rAlJAMY. I didn't say that we had plans to include Hawaii in

the Interstate System. I said that we were studying the whole mat-
ter, the whole 1tawaii problem.

Senator DOuXa 1 As. Is this intended as a substitute for roads, a study
as a substitute for construction?

Mr. TALLAMY. No.
Senator DOUGLAS. It is a very unsatisfactory substitute. You

cail't drive automobiles or trucks over studies. You have to ,driyo
them over roads.

Mr. TALLAMY. You are right, sir, but we have to have a study bo-
fore we can decide whether we should build roads.

Senator DOUGLAs. Now we know of course that Alaska and IIawaii
are detached States. They are not physically contiguous to otlioi'
States but should this prevent their participation in the Interstate
System?

Mr. TALLAMY. Alaska, Senator, their portion of the highway work
has gone Ul) fromi as I recall it somewhere around $13 million to ovoP'
$30 million.

Senator Doucr As. This isAlaska?



T1~*A~J1~N~ftb ACT OF i~5O

Mr. TALT,AMY. Yes; sinoet it became a State. They have had 'a
tremendous increase in available funds.

Senator DOUGLAS. I am asking you a technical question. Could
Alaska and Hawaii, which are not physically contiguous to other
States, be included in the Interstate System?

Mr. VAL fAMY. I would not think so.
Senator DovyLs. Or are they debarred by the very fact of non-

contiguity?
Mr. rALLAMY. I would think they woul be from the Interstate

System as such.
Senator DouLAS. Would they have to fall back on the 50-50

system?
Mr. TALLAMY.. Thiat is why in answer to the question that was

asked of me before, I said we were stu(Iying the matter of defensee
highways.

,Senator DOXrehAS. I see. TPhen the Federal Government would
bear 100 percent of the cost?

Mr. TALLAMY. T don't know.
Senator DouLAs. What?
Mr. TALLAM Y. I don't know, sir.
Senator i)oUGLAS. Isn't that what happens in defense highways?

.The Federal Government bears 100 percent of the cost?
Mr. TALLAMY. I wasn't thinking of this in those terms.
Senator DOUGLAS. No?
Mr. TALLAMY. No, sir.
Senator DOUGLAS. What terms were you thinking of it?
Mr, TALLAMY. I was thinking of it as a different type of defense

highway than the defense access highway that you are speaking of.
-Yo are speaking of the defense access highways, and on those we

do pay 100 percent of them, but 1. was thinking of a highway system
which might be necessary for combined purposes, general highway use
and defense as well.

Senator DOUGLAS. You think they are definitely outside of the
Interstate System?

Mr. TALLAMY. I think so.
Senator DOUGLAS. Trhey will either have to go in the 50-50 system,

you call it the ABC system, started by Congressman Shackelford in
1916, 1 think, or under defense highways.

Mr. TALLAMY. Under existing legislation that's true.
Senator DOUGLAS. Could you tie the Alaskan highways onto the

Alcan Highway?
Mr. TAILAMY. Well, the existing legislation requires a continuous

and coordinated and integrated system, and I doubt that the inter-
pretation of that could be broad enough to include a highway in
a foreign country like Canada or another country.

Senator DOUGLAS. I grant that, but a highway to the 49th State
which connects with the Alcan Highway which in turn connects
with the American system of highways-

Mr. TALLAMY. I think it would require an adjustment in our legis-
lation.

Senator DOUGLAS. Mr. Chairman, I'm sorry to have taken so
much time but this is a very perplexing problem.

Senator BYRD. I would like to ask you, Mr. Tallany, what is the
method of allocating to both Alaska and Hawaii from those funds?
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Mr. TALLAMY. The method of allocating money to Alaska and
Hawaii will be the same as it is for any other State now that it has
become a State, and it depends upon the area, the population and
the road miles.

Senator BYRD. it is only for the ABC system.
Mr. TALlAMY. Yes.
Senator BYRD. They will receive no interstate funds?
Mr. TALLAMY. No, sir.
Senator BYi). I have figures you presented to the House Commit-

toe showing that in 1962 under the present legislation there will be
an expenditure of $1,160 million. Under the House bill that is
reduced to $897 million. In. 1963 if no action is taken now by Con-
gress, under present law $1,106 million will be expended and under
the house bill $911 million would be expended.

Mr. TALLAMY. Yes, sir.
Senator BYRD. Why is that reduction under the two bills on the

ABC system?
Mr. 'TALLAMY. Will you tell me what the figure was again for the

1962 year?
Senator BYR). I hand you this table.
(The table is as follows:)

Highway trvt fund expenditures, fiscal years 1957-72

[In millions)

ABC program Interstate system Total

Fiscal year With no With no With no
action by Under action by Under action by Under

Congress at H.R. 8678 Congress atI H.R. 8678 Congress at 1.R. 8678
this time this time this time

1957 ........... ...... $758 $758 $208 $208 $966 $96
1958 ............... ......... 836 836 675 675 1,51 1,511
1959 ..................... . 1 112 1,112 1,501 1,501 2,613 2,613
190--- .---------------------1,002 1,110 1,791 2,025 2,793 3,135
1961 -------------------------- 60 910 1,487 1,755 2 047 2,665
1962 .........----------------- 1,160 897 1,120 2,000 2,280 2,897
1963 ........................... 1,106 911 1,226 2,000 2,332 2,911
196 ....-...................... 936 936 1,456 2,200 2,392 3,136
1965 ........................-- 936 936 1,519 1,575 2,458 2,511
1966 ....-------------............ 936 936 1,584 1,600 2, 20 2, 536
197 ...-.--------------------- 935 935 1,651 1,650 2, 586 2,585
1968 ---------------------------- 935 935 1,722 1,7 25 2,657 2, 6601969--------------------------935 935 1,793 1,775 2,728 2,710
1970 ....---- -............. 935 935 1,864 1,875 2,799 2,810
1971 ........---------------------- 935 935 1,938 1,925 2,873 2, 860
1972 ...........----------------- 935 935 2,016 2,584 2,951 3,519

Source: Present law figures from table submitted to Ways and Means Committee by Mr. B. I). Tallany,

Federal Highway Administrator July 22, 1959; figures under House bill 1957-64 from Bureau of Public

Roads, Sept. 2, 1959, and 1965-72 from House Report on II.R, 8678, Sept. 1, 1059.

Senator BYRD. Senator Douglas, will you act as chairman'for a few
minutes?

Senator GoRE. Mr. Chairman, the Senate has just recessed until
1 o'clock.

Senator ANDERSON. Go right ahead, Mr. Tallamy.
Mr. TALLAMY. Mr. Chairman, in answer to the question, the result

of a moratorium on any contracts in fiscal 1959 results in an increase
in expenditures in later years when you begin to pick up the author-
izations which can be deferred in this fiscal year.

Senator KERR. Are there further questions?
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Senator CURTIS. Mr. Chairman.
Senator Kiru. The Senator from Nebraska.
Senator Cuwria. Mr. Tallamy, IL have a problem that isn't, covered

in your statement, and it has to do with the treatment of individual
States under the interstate highway program.

Now; as I recall the original act was passed in 1956. Then in 1,958
a new act was passed accelerating the program, waiving the pay-as-
you-go Byrd amendment for awhile.
Now we are in difficulties because that period has run out and the

waiver period has ended.
Why is it that the State that proceeded conservatively and never

exceeded a rate of construe, ion or planning beyond what would come
within the purview of the 1956 act, why are they short of Federal
funds? Is it, a al)solute requirement of Federal law, or is it because
of the practices and the way you feel you have to administer them?
Mr. ALLA MY. first art ......
Senator ANDERSON. A dIifficult questio-a to answer.
Mr. rIALLAMY. Tilhis acceleration that was directed required that

$400, really $515 million be placed uder contract by 1)ecember 1
of last year.

Senator KEpn. That was not in the interstate program.
Mr. TALLAmY. NO. But it all comes out of the trust fund ....
Senator Kj,'m1. rThe same money.
Mr. TALLAMY. And eV, 'ry State in he 1 nited States met that

responsibility. It sc happens that our deficit----.
Senator CUwRTIS. 'Not In expendi ture.
Mr. TALLAMY. Ii award of contracts.
Senator CiTirs. iL,i award of contracts?
Mr. TALLAMY. Ye,,, sir, and of course, the law also said that those

contracts had to he ildshed t)y December 1 of this year, aml they are
going to be, so that every State got its fair share of that program.

It all comes out of the trust fund, and the amounts actually in
dollars to the deficit which is created this year.

Senator Kmmu. Will the Senator yield?
Senator CUvTI. Yes.
Senator KiiRn. Isn't it a fact that when the Department makes its

apportionment, it makes it to all of the States for the entire amount
for the fiscal year or years for which the apportionment is made?

Mr. TALLAMY. That is correct.
Senator KEmR. And the State takes it up as rapidly as in its own

judgment or operation it is worked out to do so?
Mr. TALLAMY. That is right.
Senator KEnm. Now, being directed to operate on the basis of

making the full apportionment, and having done so with all of the
States, and then finding out in the middle of the year you didn't have
enough money to meet it all, it naturally cane about that the States
that had been slow in making the apportionment might be further
behind at the time of crisis than some other States that had expedited
the obligating of the funds.

Mr. TALLAMY. That is right.
Senator KERR. NOW, it is a fact, isn't it, that some States go out of

the fiscal year without having obligated all of the apportionment
given?

Mr. TALLAMY. That is right.

? 18
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Senator Kinn. It is a fact, isn't it, that many States end up the
fiscal year with a l)eriod of time yet remaining to them to obligate
their apportionment, and that is a matter that is entirely up to the
States, but'since you are operating on an unlimited apportionment up
to the amount of the authorization, but a limited revenue with refer-
ence to paying for the apportionments, it is entirely up to the States
as to which one gets in )efore the exhaustion of the amount of money
you have got which is too small to honor all of the apportionments,
if all of them are obligated?

Mr. TALLAMY. That certainly is correct on the situation up until
now. But I do believe that from here on in, with 209(g) in effect,
we will have to apportion-not apportion-but control contracts so
that a particular State which may be in a position to go ahead very
rapidly in the first few months as compared to another State which
cainot will have to control the rate of award of contracts so that every
State will have an opportunity during that course of that year to
award contracts to the amount which has been authorized for that
particular year.

Senator CURtTIs. Now, Mr. Tallamy, right on that point, I think
we are in trouble, because of acceleration. Well, that is water over
the dam. I voted against it. I think it was bad legislation to waive
the Byrd amendment.

But what I want to know about the future, suppose a State chose
in the interest of conserving their own funds, and in the interest of
getting the best contracts, and in the interest of avoiding the waste
from rushing, suppose they chose to operate at a slower pace. Are
their Federal funds going to be consumed because some other States
just rush and get there first and take it all?

Mr. TALLAMY. No.
Senator CURTIS. So in the future that will not be a problem as it

is now?
Mr. 'TALLAMY. No, not under contract control, and it wasn't a

problem before.
Senator CURTIS. It is a problem now, isn't it?
Mr. TALLAMY. It became a problem as a result of the fact that last

year we had to go ahead with a larger program than the trust fund
would support. Now in the future we will have to control contracts
to the extent that the trust fund can support. And in the control
of the contracts, we will apportion to each State the number of con-
tracts that it can enter into in that particular year and they can enter
into that year or they can enter into the next year.

Senator CURTIS. So if one State rushes, they cannot jeopardize the
Federal funds that are intended for another State?

Mr. TALLAMY. No.
Senator CURTIS. But it did work out that way at the present time,

didn't it?
Mr. TALLAMY. It worked out that-
Senator CuRTIs. I don't say that it was intended or planned, but it

actually worked out that way, didn't it?
Mr. TALLAMY. In a way it did.
Senator CURTIS. Well, now, for instance, Nebraska's rate of

construction hasn't caused any deficit, and yet we are in trouble along
with the rest of the Nation.
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J 11M. TAIlALAM. It work d out, tliat waty to this extent: that if a
Stto 1il not obligate by oit, raIt, all of the aln1111t, that had 111bou
ap1o tionled to 1o, State, WI1orots' aliotilhi Stato had c~flnpietoly
o)igiated it, th ow t lil-raI'tt, totitirols withlih Vitohin 0hs
ability of the trust fund tl o li(Iuid( to, will 1 al)Plortion( tl o the Vriolis
States, and it will in ofrect free e the presetit position of all of the
S,'tates, )bUt it, Will .iie( Jiserihiniate agaiiist ally 1)artieular State so far
is filire c(litrle Olltrol.

Sellator Cuwms, SO il the futtlre your contract control is going to
protect the State that is couservitive; in their spenditig from tie rapil

* spending of a1, sister ttto.
Mr. ..ALLAMY. It will )IrotCt t,hen1i; yes.
Senator (Iuwrts. Now, is thutt it policy clinge, or is there sonithing

ill tihe law that )rings that about, or 1)01?
Mr. TALLAMY. It'iS lit) cthango so far its what the i956 act would

have brought about.
Senator (RTi4. Yes.
Mr. TAI', JLAMY. Blt, since the 1058 Rtot, through It ew factor in it

because of tho recession, it did result in sole States, 1OW- that we go
back to 209(g), that Some States will not be able to pick up inuled i-
ately at least what they had not placed under ,contract as a result of
previous ap ortionments,

Senator ( T'ris, I appreciate very much getting that information.
1 for one, do not adhere to the philosophy of the accelerated program.
tiat was put in. It means the taxpayers get loss roads per dollar;
it means'it goes at such a rapid rate that when it stops we have an
unemployment problem, and I don't think pump priming ever works
and I ani happNy for this new contract control plan that you describe.

That is all, Mr. Chairman.
The CHAIRMAN. Mr. Tallamny, the pay-as-you-go amendment, when

did it become operative again?
Mr. TALLAMY. Just with the new apportionment.
The CHAIRMAN. Tihe new apportionment?
Mr. TALLAMY. Yes.
The CHAIRMAN. Onl what date?
Mr. TALLAAY. As soon as we make it, and under this, which would

be this year under the legislation under which you are considering.
The CUIAIRMAN. It runs automatically?
Mr. TAL LAMY. It runs automatically.
The CHAIRMAN. As soon as action is taken?
Mr. TALLAMY. Yes, sir.
The CHAIRMAN. Senator Anderson.
Senator ANDERSON. No questions.
The CHAIRMAN. Senator Gore.
Senator GORE. Mr. Chairman, I submit that Mr. Tallamy's replies

to the questions of Senator Douglas have already demonstrated that
the answers to you earlier, oil which I raised the point, was only
partially correct. I shall come to that in due order, however.

I would like to develop this question in an orderly way, and will
come to that question later.

Mr. Tallamy, your problem has two distinct parts, does it not?
One, the lack of funds to meet commitments and obligations falling
due within the present fiscal year?

Mr. TALLAMY. Yes, sir.
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Senator Go-i,. And two, the making of apportionments for use ald
ol Iigation of the States for futu.e year ?

.1". FIA4AMV. Yes; that is right.
Senator Goiu'v. And each of those two major parts is nubdivided,

sre they not into the interstate highway program, on the one hand,
and the AI(d, the primary, secondary, and urban highways, on the
other,

Wr. TALTAMY. That is right.
Senator Goiui. 1 would like first to discuss problem No. 1, to which

little referee has been made thus far.
What are the obligations falling due within the fiscal year, or the

amount of obligations falling due within the present fiscal year which
you Ire unable to meet, without additional legislation or appropriation?

MI. 'AIAMY. Would yolk ask me that question again?
Senator G(,m,'. What is the amount, what is the totai of the obliga-

tions falling (le within the present fiscid year, 19(10, for which you
wold be in default without either additional legislation or apl)ro-
priation?

Mr. IAIILAMY. )ivi(led into two parts, we require an expen(iture
this year of $1.11 billion for the ABC program, and $2.25 billion for
the interstate program.

Senator Goi0m. You are giving me, now the total commitments?
Mr. TALLAMY. The result of the total commitments. This is the

result.
Senator Gomniu. Tlhe figure I am asking you for is the amount of

default on the trust fun(f, if I must use that word, without additional
legislation or appropriation, or a combination of the two.

Mr. TALLAMY. I understand $490 million.
Senator Kmim. That is the deficit for the current fiscal year which

you forecast?
Mr. TALLAMY. Yes, sir.
Senator GoRu. I thought you had estimated it to be $493 million.
Mr. TALLAMY. $490 million is what I have on this chart. Maybe

it is $493 million.
The interest is $3 million, I am told.
Senator GoRE. Then as a matter of fact, it is $493 million?
Mr. TALLAMY. Yes.
Senator Goui,,. Now, how much additional revenue within the fund

will 1)e provided by H.R. 8678, within the present fiscal year?
Mr. TALLAMY. $383 million, That is based, on the present legisla-

tion being effective on September 1.
Senator GORE. That cannot now be a correct answer.
Mr. TALLAMY. So it will be reduced. My charts are all based on

that, but it will be reduced $50 million, so it will be about $333 million.
Senator Gom. Then you have a deficit in the fund of $493 million

and the bill before the committee would provide only $333 million.
Mr. TALLAMY. Yes.
Senator GORE. Then that would leave you in default to the States

$190 million, would it not?
Senator KuRu. $160 million.
Senator GORE. $160 million.,
Mr. TALLAMY. $157 million is what the deficit would be at the end

of this fiscal year, and what We would have to do under this legislation
would be to carry vouchers over to the extent of about 2 or 2% weeks'

45814-59--4
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business from this fiscal year to the next fiscal year, and then taper
off during the course of the next fiscal year.

Senator GORE. That is a nice way of explaining how you would
handle a default.

Mr. TALLAMY. Yes; that is the way it will have to be done.
Senator ANDEIRSON. Could you find out how you got the $157

million? You said it was $493 million, and you subtracted $333
million from it and got $157 million.

Senator BENNETT. There is $3 million of interest in there which
probably does not affect the obligation to the States. He started
out with a figure of $490 million.

Senator Goiuo. It affects his deficit; it affects his ability to meet
those obligations, so it really is $160 million.

Mr. TAILLAMY. Let me straighten that interest out. It isn't in-
terest that we have to pay; it is interest that we get. It is $3 million
in interest which goes to the credit of the trust fund as a result of
investments by the Secretary of Treasury of existing funds.

Senator KERR. And that reduces the deficit?
Mr. T7ALLAMY. That reduces it, so that it comes down to $157

million.
Senator GORE. I am willing to proceed on the basis of $157 million,

because it probably is still there in approximately the same proportion.
Ilow much money is in the trust fund at this time?

Mr. TALLAMY. I can give it to you on July 31. It was $15 million.
Senator GORE. I would like to know what it will be-what I am

really getting to-what is it going to be on October 1, which would
be the earliest effective (late in which this additional gasoline tax
could go into effect, if it ever does?

Mr. TALLAMY. The balance at the end of September will be $38
million.

Senator GonRE. $38 million.
Now, what would be your deficit in the fund on December 31, even

with the passage of H.R. 8678?
Mr. TAALLAMY. $353 million would be the deficit on December 31.
Senator GoRE. Even with the passage of H.R. 8678?
Mr. TALLAMY. Yes, sir.
Senator GORE. Then how can you possibly contend that H.R. 8678

solves your problem?
Mr. TALtmAY. The Secretary of Treasury has advised that he would

have no objection to an appropriation to the general fund, to the
trust fund, for this fiscal year, provided it was returned from the trust
fund to the general fund by the end of this fiscal year, so it would re-
quire an appropriation act this year.

Senator GORE. As a matter of fact, has not the Department of
Commerce already prepared such a supplemental appropriation re-
quest and submitted it to the Bureau of the Budget?

Mr. TALLAMY. Yes, sir.
Senator GORE. I think you are prudent in doing so, but it doesn't

quite comport with all of the public pronouncements that the 1-cent
additional gasoline tax is going to solve the problem.

Mr. TALLAMY. It permits the repayment to the general fund of its
appropriations which we just spoke of during this fiscal year within
the $157 million item which Will be carried over by holding vouchers
from one fiscal year to another.

-22
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Senator GORE. Does your supplemental request involve an appro-
priation to accommodate not only the $353 million deficit as of
December 31, but the $157 million deficit as of next June 30?

Mr. TALLAMY. No, sir; it does not.
Senator GORE. You propose to let the States continue to hold the

bag for $157 million?
Mr. TALLAMY. For a short period from one fiscal year to another,

and then taper off in the second fiscal year.
Senator GonE. Had the Congress previously been advised of this

pending supplemental appropriation request?
Mr, PALLAMY. It has been certainly discussed on the House side

in the consideration of this legislation.
Senator GoREp. Let us go now to the question of apportionment,

which is the second major part.
Did the 1958 act provide any acceleration of construction or

obligation?Mr. TALLAMY. Yes, sir; it did.

Senator GoiR. In the Interstate System over the schedule of
apportionment written into the 1.956 act?

Mr. TALLAMY. It did.
Senator GORE. Are you sure?
Mr. TALLAMY. I am sure.
Senator GORE. What was the apportionment schedule in the 1956

act?
Mr. TALIJAMY. The apportionment for fiscal 1959 was $2 billion

and the 1958 act increased it to $2.2 billion, and in the 1960 it was
$2.2 billion. The 1958 act increased it to $2.5 billion.

Senator GORE. All right, 1. will put it this way:
Did the 1958 act accelerate the interstate and defense highway

construction schedule as to time, or did it not, in fact, merely increase
apportionments in direct compliance with the increased cost estimates
which you submitted to the Congress, to the Senate Committee on
Public works?

Mr. TALLAMY. Well, it did both. It increased the amount of
contracts and apportionments that could be made for the Interstate
System, and that was probably in recognition of the increased cost.
I don't know that the legislation specifically said so.

Senator GORE. I think we understand each other, if we can get it
into the same words, because I know what the facts are, and so do you.

Mr. TALLAMY. Surely.
Senator GOiE. And you are not trying to be evasive.
Mr. TALLAMY. No, sBil.
Senator GORE. You never have been.
Is it not a fact-I will give you the table if you need it to refresh

your memory-is it not a fact'that the 1958 act provided apportion-
ments only sufficient to keep the interstate schedule, the interstate
highway program on a construction schedule and apportionment
schedule which would comply with the schedule in the original act?

Mr. TALLAmY. Thb schedule of completion in the original Act?
Senator GORE. That is right.

Mr. TALLAMY. 'Yes, sir; it did.
Senator GORE. Then your answer is "Yes"?
Mr. TALLAMY. Yes.
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Senator Gou. Then what the 1958 act provided on the Interstate
System was not an acceleration, but merely adjusting the apportion-
ment schedule to comply with the increased cost estimates wfnch you,
yourself, submitted?

Mr. TALLAMY. It made it possible with those apportionment figures
in the 1958 act to meet the date of completion of the Interstate Sys-
tem, so that statement is correct.

Senator GoRE. So we are in agreement on that?
Mr. TALLAMY. Yes, sir.
Senator Goem,. Without such an action on the part of Congress,

there would have been a slowup and a stretchout of the construc-
tion schedule, completion schldule of the Interstate System?

Mr. TALLAMY. There would, unless there was an acceleration
later on.

Senator Gomn. We are not speaking now of "ifs".
Mr. TAT LAMY. That is right.
Senator Golm. We are speaking of facts. Without the 1958 act,

you had recommended and there would have been in effect now a
stretchout of the completion schedule of the Interstate System?

Mr. TALLAMY. That is right.
Senator GonE. Unless the Congress takes action now, there will

be another stretchout even worse; is that not true?
Mr. TALLAMY. That would depend on the action we took in 1961

when the report come in.
Senator GoRE. Again we are speaking of the future.
I am saying unless the Congress acts now, there is in prospect a

severe slowup r, not an absolute stoppage of the Interstate System.
Mr. TALLAMY. That is absolutely so. Unless the Congress takes

action now, it will seriously slow up the program under existing legis-
lation.

Senator GORE. All right, we agree on that.
.Now, I come to the next question:
If the Congress does no more than to pass H.R. 8678, it will necessi-

tate a stretchout of the completion schedule of the Interstate System;
is that correct?

Mr. TALLAMY. If they take no other action than that, that is true.
Senator GORE. All right. Now give us the exact amount of the

stretchout. In how many years would you expect the program to
be completed if this is the total revenue provided to the trust fund?

Mr. TALLAMY. And nothing else throughout the life of the program?
Senator GORE. That is right.
Senator KERR. Except existing law.
Senator Gon,. Except existing law.
Mr. TALLAMY. Four years.
Senator GORE. A 4-year stretchout?

f Mr. TALLAMY. Yeg, sir.
Senator GORE. So iLR. 8678 neither meets your problem of obli-

gations to this fiscal yeair nor the problem of apportionments to keep
the system on schedule ior future years' is that not a correct state-
ment?

Mr. TALLAMY. That is a correct statement. I might add though, if
I may-r GaSenator GoRE. You may add anything you like.
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Mr. TALLAMY. I may say that it maintains this at a rate whereby
the Congress might at least consider a long-range financing program
in 1961, and develop one which would not be an impossible one to do,
and still remain on schedi!o.

Senator GORE. Are you sure that you gave a correct answer that
1 H.R. 8678 would only necessitate a 4-year stretchout. Would not

in fact a $2.5 billion rate of expenditure give us a 3-year stretchout
when all that would be available for apportionment as a result of
passage of H.R. 8678 would be $1.8 billion?

Mr. TALLAMY. Mr. Allen is with me and he has worked up a chart
which shows that under the apportionment schedule $1.8 billion for
1961 and $2 billion for 1962, and then going down to $1.6 billion in
1963, and then increasing gradually to $2 billion in 1970 and prac-
tically $2 billion in 1971.

We have a total of $27.4 billion.
Senator Go~n. Your increased estimates of cost exceed that. Inci-

dentally, I have a Mr. Allen with me also who has likewise prepared
some charts.

Mr. TALLAMY. And that gives us this amount in 1972, and then
we would have 4 more years of trust fund revenue to obtain the addi-
tional funds and that would be all right.

Senator Gom,. How long will it be at the annual rate of $2 billion?
Mr. TALLAMY. We have got $8.9 billion. It would be a little over

5 years at that rate at $2 billion.
Senator Goru . Mr. Chairman, it is obvious that we agree that

H.R. 8678 if passed in its present form would provide a great stretchout
of the program, and I request that Mr. Tallamy be permitted to submit
a table at this point, and that i will submit a table showing the exact
amount of the stretchout which will be necessary.

Senator BYRD. Without objection that will be done.
(The following table was submitted by Senator Gore:)

Estimated completion date for Interstate System with funds provided by H.R. 8678
and extension of funds earmarked by Highway Revenue Act of 1956

Present trust Revenues ARC I Balance Accumula-
Fiscal year fund added by Total funds expenditure available for tive total

revenues H.R. 8678 requirements interstate for
interstate

1957 ................ $1, 482 ............... $1,482 $758 $724 $724
1958 --------------- 2,044 -------------- 2,044 836 1,208 1,032
1959 ..--------------- 2,084 -------------- 2,084 1,112 972 2,904
1960 ................. 2,122 $375 2,497 1,110 1,387 4,291
1961 -- _-------_-- - 2,195 580 2,775 910 1,865 6,156
1962 --------------- 2,280 840 3,120 897 2,223 8,379
1963 --------------- 2, 332 815 3,147 911 2,236 10,615
164 ................ 2,392 836 3,227 936 2,281 12,96
1965...-------... -- -2, 455 ------------- -2,455 93 1,519 14,415
1966 .------------- - 2, 520 --------------- 2,620 936 1,584 15, 99
1967---------------- 2,686 ------ 2,68 936 1,651 17,600
1968 ......--------- 2,657 ---------------- 2,657 935 1,722 19,372
1969 .............. 2,728 -------------- 2,728 935 1,793 21,165
1970 ............... 2, 799 ............... - 2,799 935 1,864 23,029
1971 .............. -2, 873 --------------- 2,873 936 1,938 24,967
1072 --------------- 2,951 _ ------ 2,951 935 2,016 26,983
1973 ....----------- 3,028 ........ -3, 028 935 2,093 29, 076
1974...---....... 3,103 --------------- 3,103 935 2,168 31,244
1976 --------------- 3,180 .............. 3,180 935 2, 245 33,489
1976 ....------------ 3,260 .......... -3,260 936 2, 325 35,814
1077- ------------ 2,121 -------------- 2,121 935 1,186 $37,000
1978 ---------------- 935 --------------- 35 936 0 ...........-

I A1C program frozen at $925,,000000 per year (plus $10,000,000 for revolving catastrophe fund),
Trust fund reduced to needs to ilnish interstate and continue ABC.

3 To complete the 41,000-mile system.
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I know of no authority, in tile law for' Such actilk, Tlho lam' provides
for appordolilent, to timo St 4ates ly a g"i. forte 1tla. tI)4,i Olte" tI tIMI
funds aret a4va4ilbk in1 tlet trst. NO.~& XVII d tat,p 1)1 )j))Int. itlt 114
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me (111u41t. 4hat. approval or disapproval loInt'eu11IlateN approval 01'
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T"ItioM yom,
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Senator Goi, Let's have that too,
Mr. EJNFLUILD. It says:

In approving programs for projects on a Federal aid secondary system the Secre-
tary shall require except in States where all public roads and highways are under
the control and supervision of the State highway department that such project be
selected by the State highway department and the appropriate local officials in
cooperation with each other.

Subsection (c) says:
In approving programs for projects on the Federal aid primary system the

Secretary sholl give preference to such projects as will expedite the completion of
an adequate and connecting system of highways interstate in character.

Section (d):

In approving programs for porjects under this chapter the Secretary may give
priority of approval to and expedite :the construction of projects which are re-
commended as important to the national defense by the Secretary of Defense or
other official authorized by the President to make such recommendation.

Subsection (e):
In approving programs in Hawaii the Secretary shall give preference to such

projects as will expedite the completion of highways for national defense or which
will connect seaports with units of national parks.

Subsection 106 provides for----
Senator KiuRn. Mr. Enfield, the question which Senator Gore is

trying to determine, and in which I am equally interested, is the basis
in'law of the proposal the director made a while ago or the policy being
announced of contract control after an apportionment has been made,
and of amounts of money within the apportionment as made. Now
you are one of the most able men who has ever been before any com-
mittee of Congress on which i have served. I am sure you can turn
to the provision in the law which gives him that authority or which
discloses that lie doesn't have it.

Mr. ENFiELD. The provisions in the law, that in my opinion give
him that authority are found in sections 1.05, 106, and 110, which
provide-

Senator KERR. Then it is not in the so-called Byrd amendment at
all.

Mr. ENFIELD. No, sir, and it is the authority that provides for the
Secretary's approval or disapproval of projects, programs and en tearing
into projects agreements, and that there is necessarily inherent in
the approval authority discretion to assure that all things essential
to carrying out that approval are actually present.

Senator KERR. Doesn't the State have the vested right when the
apportionment is made to it?
'Mr. EN'IELD. iThe State has the right to submit programs and

projects for approval.
Senator KER. Is that a vested right?
Mr. ENFIELD. You might say it is a vested right insofar as the

statute is concerned; yes.
Senator KEnR. It would have to be in accordance with the statute

or we wouldn't have it.
Mr. ENFIELD. It is a vested right to submit programs and projects

for approval.
Senator KERR. Now here is what disturbs the Senator from Ten-

nessee and what disturbs me. After an apportionment is made-you
never make an apportionment to one State and not make it to another,
do you?
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Mr. ENFJIELD. No, they are made to all at the same time.
Senator Kim. Wela, nswer my question. Do you make it to

one State without making it to all of them?
Mr. ENIViELD. No, sir.
Senator KEtm. l)oesn't each one of then have an equal right in

the apportionment as made to it,?
Mr. ENr'P rD. That is correct.
Senator K.I~mar, Then (toes the Director have the contol authority

wheleby he can say to a State "Now you have an equal right in your
apportirment to ihat which any other State in the Nation has to its
apportionment, but by reason of the facts that you are going too fast
ere, although you are operating within the time the law con templates

that you shoilt operate, we have got contract control over you that
we arie going to slow you down until other States catch up in the
awarding of their contracts to where the withdrawal from the Treasury
will be on a proportionate basis as between the States within these
apportionments rnadle on an equal basis and at the same time to all the
States."

Mr. ENFIcETLD. Under the approval provisions of 106, which sets up
lthe approval of the project, when that approval is given it creates

under the law a contractual obligation to tile Government to pay, to
pay the Federal share of that contract.

Now I believe there is inherent in tle approval which must be
exercised under the statute by the Secretary discretionary authority
in the Secretary to agsure that when lie constitutes that contractual
obligation by approval, that there will be moneys available to make
payment.
He can't withhold that approval arbitrarily nor can he discriminate

against one State or in favor of another State.
Senator Kxrm Don't you have a provision in the law that that

apportionnelt is valid even I)eyond the fiscal year for which it is made?
Mr. EN'TIELD. It, is good for: 2 fiscal years following the close of the

fiscal year for which it is made.
Senator KumR. Yet you are telling us that in your judgment lie can

fix it so that each State has to obligate its apportionmnt proportion-
ately so that one State that is moving ahead in the development of its
program will be hehl back by other States who, for reasons other than
to conserve time -- it irnighl be because they didn't have the money.

it, might be because they weren't ready to go forward with their
program. It might be because'of the season of the year being different
in a northern State also than a southern State. Are you telling the
committee that the Director yet has the authority mnder his contract
control right which you say is inherent in the law, to conipel all States
to move forward on a proportionate basis in the commitment of their
parts or percentages in those apportionments?

Mr. ENFIELD. Whether that would be necessary or not I can't
answer. 1 do believe that if he finds that is necessary to prey, nt an
overdraft of the trust fund and not be able to pay bills as they come
due, that the Administrator could do .that; yes.

Whether that would be necessary to handle it in exactly that
fashion I am not prepared to say.
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aand tl aoid have tod ate i a chaonmir baspoion i uit ti) 6eoil-'
Ill empltomthal the -ibilicy dit t t ifwul subicIt did'tgi'nai nit, pqrojeit

Mea r. E mVIIIAn Hea \Voud he knowlde if'ls the~ praidl' mitsm tiitehm.

1,a 7zn aa ul h oe fle availae tidnto wabltlhd Owlprovu oftll.

"ITd helVD Thepn Ino wwtk hirte woud e coin dto o note tamightrit-
UprI~ pat oftat s, funda, l husflI

oMr. Kvwn. And wold have knoweg heA usflle udtiw whgati tlim

Salo 1 11 miht~, UbOe thie Stfltl h i miitt~ thei progriou
Mr. Etheva. le a onatie enth tof moing oy

Sona.tor Krom. You think hie has that, authority?
Mr. E ia.Yes sir,

Sento Kiiu. Iwil tllyou I don't, think hie oe.I think the
law ought 4k- be cla rifled to imakie it clear.

Ser~iim~or G oi1, 'Mr. Chairman, I submit, that thie gentleman is
talking, of coniroiug contract of States to which the States them-
selVes contribute 50 percent, of the cost. Never before have we opor-
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91111 im II 914 Iw,1 $4(~jI, 4)9prn~v protpl-1] V 1.,14 gI'14 It, I 11,4 wor-ked Well. lut, flow

WO) Ii 9l.V IWO I10P00(4 16411-l V011 '.ill ,I tlt oeI1 419 col'I4' fi,4 0 OllIoeigli O,l~
H111014 e11 '06110 50l J)0l14111 , Of t 090 ~ C101,114 Iees .11M 1^v103Ms. 011011eIgl of'

tillo o (5 11e i l i)0 4 tittle.
So,1.1lrIvl) M i e., T1i1 c,1 wI111y, i j11 olf oiI do yoll

hit IJ1 AAM V. '1111 1411Al Wuet t 11 I 611111k.1 it , would Opol-ft,O ill tis
lslii Illf. wE would ee,4iV 910 lee 10041 f d ring tlio tuirmeT rf

IOw -vove II y wil 6 Indd to ee o' ito ~ $7A, iii II 11 wri1 of riontracts

1111d 14o thely klow 11110 It , iiet o at V theveilt14et, J11011n knOWihg that, 0,11d
iell ltll'I , 10 flit 'li e ims flee 11,11hlltl, *vvlic el ll i 'r'.vo'tld 14(1 over-
dr1f11 CIA W ild 1 fliend, 1(1 t~o vv tg fl110, 1el II to Vry ollf,44'. , the 11.,
thll val do.11v eli t, if,14 fpe4)f1'I.14 fi.I red fl445'01 e tunr it:.

If, W41l41, 11411,VV't II illy opinion11101 llecelgsi144ltry fto Vo 4)10 4fo. fi'tho,
fuldpoin oll, Cid, 11-ig, to clirm of'Ol thOey wold be

fee doh it, 1,110 cell v nuigi11 if I cvo It, go) Hlov ine the. fi 4141 plx of1 t, Your
11114 11.404) I rufto t I ll pillof"Ilotlne di ieg fOle4 latter parl~t, of tI'. yeatr

viiiintti AN ,vee, If ti, o 8tfe,f was we lin A nslelof~ner , (54UJd the4'

Fo4eal 'pl i.'o ety thol Hr'.i I 41 'Yol (el 5ltnl(I I (it 1 cltlf.Il WAIith J1in) Jones1, a,

M lAA IILAPMY.1 (hUtl544 IL (5(141 P no'f('f neo,i
Soeeee~n tu. 'ly (51) Wif tIhO f( aP xovaI W~ it?
NO, 1'. A lAMOV, Oh ), 6- Clien ~wo ~eihI1)' 01.1 no iieg of C~hat rntie(.
84,11 ettor .1 ~V9.114i Im 9li114 4!Xof-i4ed44 Only W1W Ae e Stitt,(, 'X~oo~d1 i.14

alleotiieeill i I11ealing.. coetlfud40.l? 1 rl111l exlefly urde'stuld what,
3/4)1 t114'lnl Now, wvi tIlfiil in~r of approval, wouhd that restilt from
('11,11 rselitiv u~i core el ee "f?

Nv1 r. tA lA IVIV. No; f,1iM WOel(101~ 1141010 1 (Ift tn ('.t Wvag ent~ered.(
ineto. lIn or iet oIWI, if Ilive 8tefll of Vir'ginia Was told that, it ('0)11(1
jptn5eol Willi1 $25 1111 ll wotlle of ('ofltni'tsf d111ling .14 OtI' ('. (ole f Ol111
1/011. ()iI thosII lsnfrstte Systel , 1.114,1 Like State of Virgireiat could1( atl
4)1454 pro'4grame $26 tleillr( %-rd ( o11)(f work anld place it iitler,~ contract.
INC Cith.1ey (soinhL lll'f Cll ui .1'.wh1114n $25 million inl lio.1( first 2 yeani
1)4'('.lIJN 2 ynl~l1i 9 1444 (loW thati.1 woul 111.1411 that,.1 it would all pile uip
in 45xpe)0lires o11141 CII11( lio ml, fund il as vpry short J1rimd of time in o1
fis.e,l year,1, S '14 t fliel.11 $25 mfillionl would have 1,o h(e spre5ad ove5r this4
t11445l. 1/4141' 140 f~iet 11, (XJ )(,llilr1 WoldId he spreadl over the fiscal
year11 2 yours91 fr'omi flow. ]I ~, it. doe4s riot rean that, any oeutstAndting
('onl~'(t14 C11at 111( StaL(,tetIfiglet, 1141V( "'it it a co~riv~Acor Wol 011( )
(Snlv4ld ; 11o.

Senlator' BYit) Is Your' control limited U.) control ove-r the arrount
thaltt is alIlotted to t1llr, States?

Mr. TPATIAMY. My COrtt'ol is.
Senaitor' Byi. In other words, Could at State exceed( its allotment,

and pity for, that out, of its own funds?
Mr. I'ALTJAMY in sorry, I couldn't hear yo.

SentorBy~. I sa could a State make contracts in excess of its
allotment from the Federal Government?

Mr. TALLAM1Y. No; it could not.
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Senator 'lyan. E ven though th1 State was Willing to tempoarily
put 11p the mItoey to pay the coitlracto?

M'. 'i'Ari Almv, Yes; ticy could on the tol'state Systll pro eeol
kil tiolkn owi at their owi Ilt'a, 1,1t1 temill wo would ap1)l)1e 11l, ot the
plaills, bht, wvhu apportimnets were ItItIde il tihe fiitll'e yvoit's, they
could be aplhide a'aint tose, c'tCt1,044.

solltt. I im, A0, it 0 iot, a.titioll Of ttpl)'ovi'i~g oftehi ilii(I 1111
contract 1A I midel'rtand it, the .ontrCol yoll 14e(41Ak of 44 ill the iro-gr'amlig.

N'TAM'. T AM Y. it 15 th k )rofnimitJg.
.entmor h~l t. 1 a lu iringlt, tol what xtoxen t, dt co|trottC ei. be

let? From, the .tandpoilt, of molity iluvohved?
M'. TA1ANMI, MAII1ctlv. It, itA t,1he colntu'ol of 0ho pllogtin that I was

referring to.
SelltoI lBymI. Cotild von Say thint, a1, State col(ddi'l, give a lontract

to a coit'raotor 011at yeo; thought was not t, competeli, and tIot all
etlciut ontractor or someling like thati?

M'. TAIiAM ', I could do that ul that, is under anlote l st Section o
the law.

S mentor TIYiu), I)o you over. do lhatl?
T\r. TAIAAMY. Y08, 8it'.
senoll IVvo. Ill ot'iet' Nvot-'(h, voil o'Net'ciso it (()ttt,'-l I)Ve. t1e

,ontr%' aetor, th11o 1an,1 \\'Io geots thv coutut.,4ot
Mri. TALI,AMY, 1es, sit'. S1ur ly We do. We ohserlve tle work that,

hIe las done, and if it, is not prophet we adviso the State ald tell tie
Stil e they" ha\ got, to do solitehiig about it,, 111 We woli't, palztii-
ple ill the Cost o)f it,

Senior flviv), If the State pt|ays half of it, I dol't, exactly see how
,oil eliii determinio who the eolit'ltolr call be by i tfshig to aliprove
1* Coilti'ait m11ade wit,'h cermtain irll
Mr. TAITAMY. If the fir-ill l it. a.relhal irm, .. if It, firm WIs Uot

a reliable firm and or piast elper'iene(4 huind inld icated that, we wolld
tell tie State that we would not participate ill that pin'ticulir project.
Now \Vw all't tell the State it,, itself, call't go aheload with it, but cer-
t-aillv we mIust, b0 s1ire th01 tie colltraets are proper, iat, tlly iare thle
low bidder, that tley are exporiellced in thlint type of work an11d thiey
aire performing it properly.

Otherwise we sioildn't, be speingih our ioley for it,, and. that is
the only time, that we cal, bult we don't, tell ia Stii., they can't do it.

Senator Bvn). The spending in thiat State is limited to a ceratn
am.nou1nt, isn't, it?

Mr. TA LLAMY. Yes.
Senator BYRD. Of course if the State has an iteflicient contractor,

then the State actually loses.
Mr. TALLAMY. That. is right, the State has (ot to pay for it.
Senator BYRD. They have got to pay for it?
Mr. TALLAMY. Sure.
Senator BYRD. Now the control that you exercise is on ABC con-

tracts as well as on the Interstate System?
Mr. TALLAMY. Yes, sir.
Senator BYRD. Do you often reject any contracts that the States

make?
Mr. TALLAMY. No; I don't tbink so. We find out that situation

before the contract is entered into. We carefully analyze all of the
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Iids that ,re submitted, and do1triino the qtaliii(ationg of the
col -itl'or, ti( st'uitailiity of the estiuiates 11(nd Of his proposIal 1)efo(re
W41 let 1io St1at1e ilitoI ilio 1,ho (00fotfilct withi our Puotley.

'1'11 (C1IA IRMA N. Are all of the coitiacts let ot oil eolettti ye bids?
M V, ' A I ,mAM ,Y. Y s, Nil.

I I ( (ItA IJMAN. Ati1l those h ids are a)ulyzed by your t pDpartuitiet?
M r. TA Id,A MY. Yes, sil',
'th10h (lIAIRMAN. If yoU thild( a hid is excessive, tirqi you withhold

yotllr approval of' it?
Mr. I'AIAmN. We withhold out approvI.
'h (AILMAN. Of c(rs, th-8 Stat( call go alhad and build it if

it, (,-hi0oo0 to?
Mr. 'l'AhlAMY, ThIltI is 'ighit,
Tm (I II AIRMAN. With thoir own funds?

Mr. r AhhAMY. I, Li i right.
110 (JRAIMAN, Are their e any further questions?

Soealtor K i2Ju Does thie so-Called Byyrd aln(lidneft direct the
Socreta, ry of the ,i'reaU1.sy, 1111d whoever else is di.Ct, in watching
the ilico)il1 of the t15, fillr(l, to take into account what, it Will pro)-
11,i)ly r('ceiv( for iatiy given tfieli year, then make the apportioinent
fis1, t tho AB( syst(,m, ittid what is left and within thle al thoization
for tile l.terstato Sytevm, inake that, apportionineot between all the
States oil anl equal batsis under the formula pre cribeId?

Mr. ,VAIAMV. YOs,
Sector K ,ui .But you have told us now that it) order to guard

the trust fud)('s solvellcy, you are going to, in the future, exercise con-
t,'actutal couit'ol so that ino tate can get ahead of other States although
tihe other States didn't want to move according to the schedule, to
l)revel)t ally State getti)ng the money out of the TPrust Fund at it rate.
1 ster thtian'all the other States, although the amount it was seeking to
lhave al)pIroved and withdrawn is within its apportionment.

Mr. eIAmJAMY. Not qu ito the way you have indicate(l, I don't
!)elieve.

Senator Ktan. Il1, is either that or nothing, Mr. Director. The
Senator from, Nebraska asked you if YoU were going to exercise con.-
tract control so that contracts, (ven though within the apportionment
made by the States.-

Mr. TtIALLAMY. Yes, sir.
Senator KERR. Would be held up by you to prevent one State from

ptting ahead in the rate of withdrawal of other States. Now, that
is what the Senator from Nebraska asked you.

Mr. 'TALL AMY. Yes. sir.
Senator Kmuit. And you told him yes, and I don't believe you are

going to do it, I don't believe you are going to do it. If you do it,
think you will be impeached or run out of the office.
Senator CURTIS. I would be opposed to such an impeachment.
Senator K;uwt. I am sure you would if Nebraska was involved.
Senator CURTIs. No, I think if any State was involved.
Senator KiirR. If Nebraska were given an apportionment, though,

for a fiscal year, and knew that if it didn't obligate it within a certain
period of time she would lose it I don't believe that you would say,
"I want you to be held back until some other State who maybe doesn't
intend to use it at all, but we don't know, has obligated herself on a
proportionate basis," before you can go forward in the orderly de-
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v&olopilont, of your highway p)rogratn. I Alon't, bohiove yolu would
Nvalit that, plit oilUl the volot'd

Soua.tor (111itvs. That. is oxit'tiy, what 'I flavor.
Sotuitor Ki(ti t. 'No, it, is oxalyl the opposite.
Senatfor ( wui. I do ntot, think t'i11t those St'ates ilhat p1'(ood at at

Soiifol, K lemm 1"ol doll,(, Ittvo to ho ill it I'nd rulsh
Selntor ClontIws, Sholid so tie 111) 010 Federal funid's tt, StAteVS

that, nIovo nioreo slowly liv o their Vv lenda fittids jeoJmardiz(1.
NMt. TAIbA\M VI. 'tt11 ttlliot'ttiteo to(. thlis (p 1ostioit, I would like to)

p~oinlt ot two thtitigs, possibly three:
h 1t'tthis it4 a tontporariy 6)I-1)OiH 010ti tii ru eobligaions111

which ittixo 1)0011 created ill eXeoS5. of te tt'ttlst, liltd 's ablity to 1iquli
t11tfo theml. so titis ('ttret, eoit'ol. follt'Ottr is 0110 which* will exist,
for pr-obably ntot, iiore tliati 2 yeour01 t tito iiost 3, whoit thel lip)oI'-
tiottinvits that, are itndo eachi yomr Avill ho ill liute Nviti tue ldillty of
tho ti'tst, funld to liqtuidato1 tho eXp)ottiroUMs ie Itin61g from those
aptport'til otutI's, so that, Nvo got, Itack ott tito santeo policy of apjiortioti-
inonts controlling tio expittittires jutst, as soonL as wo can got over
tis ollo 11111111) xv Iore tho oIttIttldiIgk oI114 (AI't M-0 ill 0X055 Of tule
ahili t- of tito trust, filnd to l1uidt'o tltetn.

Now, il ofngoe ~li4ol tim oXj)olditIrIes- et, itto put,
it, atiothor Nvity tfio t'oltiatt control i's itot, oil 11it ind~ividutal contract;
it is not, al poiecemal allan'. I1t, is advising t'ho St to that inl this pall.-
tictilar year their pi'ogt'att for awardling contracts canttt~ oxOOOl at
cert aaniot 11lit.

Sont 0' (~oa. i r Tilay, what, you j ustsae vn~ ter
that4 thio 11pporiot mlont, approved by Congress is moanintgless.

XMr 1. 'T A~dmY,\ . May L--
Senatlor K ilit t. xT'ept, as he chlooses
Sentaot (vottx .Except ats lie chooses tW iipleitiotit it, with his cotl-

tract 'otitt'oI. Th'lis is conltritry to tle highway prtogi-11ttn si11co ita Very

sir. 'rAIAlAMY. 1Mitty I add, antd this is what, I want, to come to, tilit,
this Would bie exercised andti would advise tim Statevs that, this
would be necessau'y if xve tire to pay theit oil Uit. N'ow, if at Stae
wardts to gxo ahead withinl the attoltlit. oi 1t.)p 1 ortionlynlts t11at have
beenl 11ade, r'eognlizing! that, tie thrust, fund xwill not. be able to suipport,
their p~aymient, when theoy submit the voucher to uts, we, under' those
circunis1"t ancesI of (o'ouse, would not, teoll a State tinit they couldn't
go ahead. But it, would be obivious~ly necessary for uts to say to 11
particullar State, "If you want. to he paiid on tUne ott of the thrust fund
Within ouir ability to p)ay you, the amount, of eonttracts under your
ai poI'tioilm "11ts thlat. y'ou can nuake this year is so much, and that is
aill. And( if you go beyond it''

Soluiator Kuiaw. Isn;,t it, the dty under the 'Byrd amendment to
exeriI5 that conm'oI. in the iiiiikiti f the alppol'tiotinei't5?

Mi'. TAIJLAMY, 1Ri ,ltt; but that, wasn't done last. year', 'Swnator.
Senator Ktnat, Why would it take you 3 years to catch uip to it,

when you have told 'us thiat you are not even going to make the
aipportionment for 1961 until you get the money?

R11'. TALL~AMY. Yes, but, you so-
Senator Kitnm Isn't that what you have told us?
Mr. TALLAMY. I did.
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Sot,(tor l )om] . And isn't. it, itltoitihit ol tthose (hug'g((l Wit'h thllat,
,r( sp)oZsib)ility to oxorcise tlatt), a)portionflillt controlol i ,l rt ferelwee to
fiselil 1 961?

Mr. TA LLAMV. Fxactly.Senator K t 'iii,. Yet if it is, lhn wiy would they uzt ho it in a mn-

nor thali, wold roliovo you of tOle re'sponsib)ilitV of going elli( ,ld that
and exoMcising yonr so--alod collt(ract couil-tol wvel: wi(l rf',reu ce to
(ho al)1)ortiottient foir 1961? What would be 1)e , nteaiiling of fiscal
1 961. ap)portionent ovell if wo passed tifs legislation, if yo)u were
( ln going to say to the State, "W asked (Congress for ce'taii mas-
ities to olzIlo us to make this 1961 apportionmeont. Iht htts 1ow 1)flw ,1
inaiolo in aeorda, nlco with the Byrd alle(Iomi0ient ill t110 law, i)1(, (wen
MO we OX0 only going to lot you obligate it at it coittain rato which will
he dotomined by the r'aLto whieh oth'r Stltos )ring ill their contractsfor olbliga(,ions"3?

Mr.' TALLAMY. I thillk it coulde 1)0l(i(lrstool tilt,, way. The (Oil-.
titwts that, we atwal(1e0 hist, your to this Sulbstantial oxto(rt, love t(hie
(,rust fhttlud are going to croato dehcits this year. Now, if we al)rltion,
for example, $i.8 billion for tho Interstate Systomin next, 1o,th, 1111(d if
under that eireullMtlalt'o, the States all alilo itl and plae( d Ill(ior con-
tract $900 million in tito toxt 2 months ill this fiscal year, the ex-
pon(litmttis that wold(l result, fromu that, Would be So great that it, wo11(h,
ill this fiscal year, thtat tlo (leficit would be vory suibstatilti. It, woU(l
ho iflcreaso(I more than what, it" will be, this,niarly $500 million, what
it will )0 its it reOsult of 0he contracts maett last year.

So I we are doing, if we di(( that, would be to have the Stiatestwar (1 a lot, of c(tiracs in Novom1)or and Dec,mebor anid create a lot
of additional .xpenditaires in May and, in June next, year to 11d( to the
(lfi(it which is going to 1)e create(1 as i result of the contracts last yeur.

So all I am saying is that tho States can go a-head with the $1.8
billion in1 contracts this yoar, but, "Don't, (t1 it all in the first I)iit of
the program, because if you do, we won't, be able to pay you right,
away.

Now, if the State says, "We don't care whether you pay us or not
right away, why their, of course,, it is all right for ther to (1o it.

But I (to think maybe the words "contract control" are words I
shiouhl not have used. Maybe I should have said contract advisement
in regard to payments.

Senator ](unm. I think you have got the right to exercise apportion-
ment control.

Mr. TALreAMY. Yes.
Senator KlUI. 1 think it is mandatory that you (1o so.
Mr. IT:.ALLAMY. Yes, sir.
Senator KERR. I think when you exercise contract con' 'ol its you

have described it, within the limits of the apportionment, then you
are doing something on the basis of your counsel's advice that it is
inherent within the law, and when you get to exercising powers
which you decide are inherent within the law, I draw the limit to that.

Mr. T AIAAMY. Maybe un(ler your interpretation I should not (1o
it as a directive, but don't you think I should advise the StateZ that
even though they can award( $50 million worth of contracts this year,
that "If you do it all in November and December, that I won't be
able to pay"?
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Senator Kii. I think when you make your apportionments you
can say to them this apportionment is ' mde for fiscal 1961. Under
the trust funds, under tie operations of the trust funds, the funds
will be available within a certain period of time to honor the obliga-
tions, 'but we re not attempting nor will we attempt to exercise
contract eontrkl over, your obligations within this apportionment to
you, and your achieo*qng it is not going to be subject to whether Noxne
other State (do106, or net. But on the basis of the apportionment
niade to you, the funds 'under it will be available on a certain schedule.

I 'think you have 9' t' right to do that.
Mr. Ti r A-A:. Yes.' WAd1;' that is what I had in mind.
Se nator l hIui, That isn't 'hat you said.
'Seator CQuitTis' Will' the Senator yield briefly right there?

Senator TXm B.Yes
Senator CUnRTI. Actually, the term "contract control" may be

interpreted by many', e6.pk t' exercise jurisdiction over many phases
of'the contract. 'Wha,'yoi i'eally want is within the fiscal year to be
in a pos4ton to exercise goine scheduling control as to when, during
that year,' o ,me6t the total'apportionment, isn't that right?

Senator 1U$ i i4*lTT'. It 'is' really reimbursement control.
Mr. TAL''AY. Reirnbuksen6nt control.
Senator &64ri. or a 'schiaule of reimbursement scheduling.Mr. q' ~Ay2 It lal'ifi4 down to that one thing of reimburse3-

ment. 'I 6bviouly have i$ right to tell a State they can't enter into
contracts that have been appoitioned. But I certainly have a duty
to tell them tint if they go beyofd a certain level, that I won't be able' them' on time.

'(elator CuiriA. ' i think thii 'I' think that when any program is
inaugurated that matches' td1 ttA- the entity furnishing the nine
better 'exercise?'ome nY'r'oa6,

Senator iRR.' TA. y 'dO. The -controls are specified in the statute,
anild everybody exi t e ' to 6peit( under the'statute and in
accordance with the statute, and the Administrator has the obligation
to 01ninist~e, the lasa ud e'the controls provided in it,
a'nd not k6 afiod jrlst cbecauie 'the Fedral Gvrhment is paying 9 to 1.

Senator Fn,n. 'Mr. Talh'uryVha r 'e h "' latests under present
status that would' be ii di ff~ift Ifthe pregeft policy is not enacted?

Mr. TALLAMY. Reimbursementwise, they w6ild'"all be in trouble,
because they al h 0 d ;oidh'irs cominig'iii. "'" .

Senator KERn. What are the States that would be lin the most
acute trouble? t b ,e of

Mr.aWell, i ffko ggodikew c thoursat , ha;* eg the larger
rogrants and the reader number of vouchers , comieg, 'Ohio,
etate m 'sor i ' ifrnis 'Massa ht.settq"' ew

are amn E ~ot errl urt' ''' '"

Thenn'' a~ ora 6u Ooii Mis~i Cnelctiient' T,

Or P!ato n: WhWO 'd ob)lava' oei~ '

'Mr.D~lw~r~ is'a'Et~do' 'hiaf,4 th b6ttonW'- 0f 'thA

"Sonatr'F iu. 1461iit 4kid i Ah~h~ta is'' 4oor. bad And
they are not in as dire need, as you see it, as are -some 'of'h th46
States?
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Mr. T&LLAN. It is all relative, Senator. If a big State has.
vouchers for $30 million that can't be paid, and a small State like
Delaware has vouchers for, say, $5 million, it may be just as hard--

Senator FRBAR. Oh, but we don't get up that far. ,
Mr. TALLAMY. It may be just as h rd or them as it is for the big

States. So it is an all-relative thing, and all I can say is they will
all be affected.

Senator FnEAR. When do you make your announcement to the
States of their pro rata share?

Mr. TALLAMY. Of iheir share?
Senator FREAR. Yes, and the amount?
Senator BENNETT. The apportionment.
Senator FREAR. The apportionment.
Mr. TATLAMY Usually we have in the past made it in July. This

year-=July or August---
Senator KEiRR. For the year after next?
Mr. TALLAMY. Yes.
Senator KERR. You make it in July of 1959 for the fiscal year

beginning July 1, 1961?
Mr. TALLAMY. Yes. At. oasy ay "6 eme aber that, I think, is

to add 2 years to the laendar year. Take 1958 ; n 1958 we make
an aportionment )ar fiscal 1960, and that is tha, easy way to
remember it. '.

Senator Fng ( But you had not i4ade yor apportionment in, this
July or Augusfor 1961 asy?

Mr. TA IYA . No, si*-
Senator FfEAR. Thank you.
The CHAIRMAN. Wh"ats, ths" utin ikn Virghiia?4

Mr. TAT#,AMY. Virginia is j ,abQt in'-ie middle point, average.
The CH41RMAN What does lk t mean?
Mr. TAJLAMY. W lit moa . that, they have usedup all of their

1959 fund for the inter tate'SS texhand,;ar low.starting on th, use
of their 1*60 funds,\'h

The CI4IRMAN. 1hey har'w balan' tlifithey can still use, haven't
TAL AMY. Th~yive there, 0T9,,AbLnel

The CHAMAN. How much? .
Mr. 'TALL m. Virginia's unoblbgated balance as "of July.31 was

$108 million \
The CHAIRM1W. And thktis better han theaverage of/the States,

isn't it?
Mr. TALLAMY. 7 661,sir.
Senator KERR. WhAt-4o you mean, "better"?
The CHAIRMAN. Better'bec4ause weha-money we haven't even

obligated. ha... money..e.haven't.even
Senator KERR. You mean you have got a big reserve unobligated

portion?
The CHAIRMAN. That is right. f
Mr. TALLAMY. But that is just the beginning of fiscal 1960.
The CHAIRMAN. You are no doubt aware of the fact that the Gen-

eral Assembly ,of Virginia last March unanimously passed a resolu-
tion requesting that the Interstate Highway System be slowed down,

Mr. TALLAMY. I, have heard of it.

37-
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The CHAIRMAN. Virginia is living within its income both on a
National level and oil a State level.

Are there any further questions?
Senator Goniu. That was tantamount to an endorsement of the

Byrd amendment.
The CUAIRMAN. Right. The Byrd amendment applies to Virginia

as well as it (lid ap)ly until it was suspended in this bill, and as
Governor of Virginia 35 years ago I ( had something to do with enacting
a Byrd amendiitent for the State. Now, we have a good highway
system. We are entirely out of debt.

I think you will agree that out highway system is very good and
stable.

Mr. TAJAMY. It is.
11e CrHATEMAN. in Virginia, furthermore, the State maintains and

construct's the entire road system of 52,000 miles. We are one of
three States in the Union wfich do that, and we do it mtirely from
gasoline tax and license tax. We do not, call on the General Tr4a1iIly,
)eficits of any kind are prohibited and we live within our income.

Are there any further questions?
Senator Kmma. No, but I would like to make an observation, that

if Oldahoma had 250,000 Federal employee that got paid. in Washing-
toit, atvd spent it ia Oklahoma, we would be a little further along.

B11, t wottld like to remind the chairman, n that we have the same laws
in Oklaloma that you do in Virginia, in that we have n() deficits, wo
have Ito State debt. We pay as we go, and we send a lot of moemy
back here to help increase the revem of Virginia by reason of so
many Federal employees living over there and spending this Federal
paty over there, and we are happy to do it for you.

lhe CHAIRMAN. The Senator from Oklahoma has made that state-
mne't many times. As a matter of fact, many of these employees work
in Virginia but do not live in Virginia.

Senator Kuitn. Some of them live in Maryland.
The CIOAIRMAN. The Senator from Oklahomna seems to be unaware

that the Pentagon Building has 35,000 employees, and a large majority
of them, live in the District of Columbia, Maryland, and other Ilplaes.
But he insists upon charging all of them to Virginia, simply because
we atre next to Washington and Washington is overflowing into Vir-
ginia and sending people in there many of whom don't pay any taxes.
Frequently we have to furnish them facilities of different kinds at the
expense of the State of Virginia.

Senator lKnmn. I am not charging that; I am giving you credit, I
congratulate you.

Senator GouiE. Mr. Chairman, I move that we recess for lunch.
The CHAIRMAN. The Senator opposed the new Federal airport in

Virginia as vigorously as I could, and that is going to bring 40,000
people into Virginia anod yet I opposed it.

Senator Kimit. There is no comparison. It stands alone.
The CIIAIRMAN. That is right.
Are there any further questions?
Thank you very much, Mr. rallamy.
Now, the next'witness is the Director of the Budget, Mr. Maurice H.

Starts.
Senator Goer,. Mr. Chairman, I have a luncheon engagement that

is of personal importance to me. I hope the Chair doesn't intend to
finish with the Director of the Budget today.
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Senator KEiRn. We have only got until 1 o clock. I say to the
Senator, under the situation over in the Senate.--.

(Discussion off the record.)
rhe CIIAIIMAN. Mr. Stuns.

STATEMENT OF MAURICE H. STANS, DIRECTOR OF THE BUREAU
OF THE BUDGET

Mr. S1ANS. 'Mr. C(hatimua, Uilnd xfl(1)(tbs of the cominittee, I have
a vory short statement. Assistant Secretary of the Treasury, Mr.
Laurence Al. l)jil, lso has a Very short state ient. Since they
)oth bear on financial ttte0rs, 1 would appreciate it if we could bo'tF)

read our statements and then be questioned togetlr. I think it
Woul IVIel) t1 e conumitte'n co isideration .

11i10 ('1iAMMAN. Pro)eed.
Mr. ST'ANH. I WOUhl like here to discuss with you the important

(qiestiolI of providiing adequate financing for the 'edertl-ai(l highway
]irograin. Since other witnesses , are availdde here to testify on the
programJ activities, I sl0j11M like to limit my reniarks to consideration
of the budgetary implications of th( present situation.

Irp1)1re Years ago, in the ed(ieral-Aid 1 highway Act, of 1956, te
Pe(deril (overillyetit, barked on a greatly expanded program tobuild inte-state highways, sharing the costs 90 to v0 with the St'ates.
'he ( lie isioll was wade, at that tite by the congresss that ,huig and
other Federal-aid highway 1)rogra is shld11( be separately finan ced on
a pay-as.I-you-go basis. A sj)(cial highway trust firid was established
by law' b(;r 0is purpose with certain highway user taxes (esigliated.
for deposit into the fuld.

Ihe law f ratherr declares, as a policy of the C(ongress that whenever
it appears that total receipts of the trust fund. will falI short of total
anticipated expen(litures--
the Congress shall enact legislation in order to bring about a balance of total
receipts and total expenditures * * .

Last year legislation was enacted which accelerated the Interstate
Highway authorizations and substantially increased authorizations
for other highways. These changes, and higher cost estimates, have
upset the self-financing principle of the Fetleral-aid highway program.
In approving the 158 Highway Act, the President specifically jointed
out the necessity for action by the Cong.'ess in 1959 to provide a(ldi-
tional funds for the enlarged Pederal assistance under the act in order
to maintain the Pederal-aid highway program on a self-sustaining
basis.

In his budget message to the Congress last January and a special
message to the Cot gress on May 13, :1959, the President recommended
enactment of legislation to provide additional revenues to the highway
trust fund by increasing highway fuel taxes by 1.5 cents, to become
effective July 1, 1959, and to remain in effect through the fiscal year
1964.

In the absence of action by the Congress, the highway trust fund
will incur a deficit now estimated at about $500 million in the fiscal
year 1960 and even though no further apportionment is made, the
cumulative deficit will increase to about $1 billion by the close of fiscal
1961. If these and later deficits required to continue the interstate
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program on schdulo were to be financed from the general fund, it
would seriously increase the burden placed on the Qovernlnent's
general budget.

IMMHDIATIM 1)TIETARY OUTLOOK

The necessity of providIng additional revenues to keep the highway
fuind seif-fnanced LVec()ms apparent when we look at theo general

* budgetary situation. We are lt it period whenl aI policy of sound~ fiscal1
responsibility certainly calls for the Government to keep its expen(i-
tures within Its receipts and even to reduce the national debt if possible.

Last January, the Prestident recoinmnendled a l)udget which was
closely balallced, with a surplus of $70 million. Since thten, interest
costs on the public debt have gone up significantly.--as I rcently
indicated to te House, this increase will We at least $500 million.
As of now, however, it is our expetation that there will be sufficimnt
reeUo to cover the addodl interest costs and, if thi were the only
unpIaneol expenditure increase, the budget would still be in the bhwk.

tlowever, there are other factors which will bear heavily on the1 960 budget andl are tending to force us into a deficitt. On tile revenue
sile, tie unwillingness of tie Congress to enact a postal rate increase,
increased taxes on aviation fuel, and certain other recommond(ld tax
changes add upl) to $500 million.

On tie expenIditt'e side, the Congrss has elnaoted some increase,
beyond the administration's recommenIIIdn(lations, the Ilost significant
beingg $100 million for veterans' direct loans and the pending housing

bill.
While it is too early to be definite on actual revenues or expenditures

for the year, the present probability is that the combination of these.
factors will produce a deficit,

While I am on this subject, I would like to say a word hero about
tile appopriatio actions tis year. Although the Congress has.
reduce the President's a)proprilation requests for 1,960 on all but
two appropriation bills, thlie nt effect will actually be ia negligible
change.-perhaps even an increase--in expenditures for the year.
The reason for this is that the significant reductions in appropriations
will presumably occur in military construction and mutual security,.
which consist principally of long leadtime items, anl on which redlic-
tions in obligatioinal authority have no notable effect on expenditures;
until 1 or 2 years later. Reductions in all the other appropriation
bills were largely offset by the increase in the appropriations for the,
Department of Hlealth, E'ducation, and Welfare.

As for 1961, there are built-in increases in existing programs and
legislation already enacted or certain of enactment wlch will add over
$2 billion to the budget. Increases in veterans' pensions, a new
program of Government employees' health insurance, and growing
expenditures under programs for urban renewal, public works, outer
space, defense education, the Development Loan F' und, civil aviation-,,
and so on, will have a material effect on 1961 expenditure levels.

In brief, we are faced with the strong likelihood of deficit spending
in 1960 and 1961 unless we take the actions necessary to hold the
line.

THE PENDING FEDERAL-AID 1IIIWAY ACT OF 1959

The bill before us differs from the administration's recommendations'
in these two significant respects:



HIGHWAY REVENUE ACTOF 1059

1. It increases the tax on motor fuel by I cent for a 22-month period
legin nin g September 1, 1959, as against the President's recommended
increase of :1.5 cents for 5 years beginning July 1, 1959.

2. It transfers from the general fund to the highway trust fund the
,e(juivalelt of a 5-percent tax on passenger automobihies and parts for
:3 years..-July 1 1961, through June 30, 1964. The administration
has4 opposed su(4h a diversion.

Notwithstanding these differences we are willing to accept this bill
as a teIylporary measure sine: *

1. hI'he adItional revenue will solve the financial problem of the
highway trust fund for the next 2 years without a (rastic curtailment
'of the program.

2. 'eto bill's proposed transfers fromn the general fund would not
take effect 1ntil aftir reports by the Secretary of commercee on high-
way costs and equitable distribution of tax burdens are due to be
placed 'before the (Congress, early in 1,961. The proposed(l diversion
.can )e reconsidered at that time al(1 appropriate action taken.

On this basis, I urge enactment of this bill at this timhe without
change.

Senator I(Kiuou. Mr. Chairman, I make the suggestion that while we
have Mr. :Iobbins' statement !before us, that we let hin read his
statement while we wait for Mr. Stans' statement.

The CHAIRtMAN. You go ahead, Mr. Robbinis.

'STATEMENT OF LAURENCE B. ROBBINS, ASSISTANT SECRETARY
OF THE TREASURY

Mr. RofniNms. Mr. Chairman, and members of the committee, I am
glad to have this opportunity to present the Treasury Department's
views on the financing of the Federal highway program.

in the highway legislation which it enacted in 1956, the Congress
.established certan policies for the long-term financing of the Federal
highway program. it determinedd that the costs of the program should
be paid by taxes which are in the nature of user-charge taxes. It set
the rates of these taxes so that revenues would be sufficient to pay the
-expected full cost of the program. By establishing the highway trust
fund and directing that total expenditures at any time could not exceed
available revenues, the Congress established the policy of pay as you
build.

Theil Treasury Department strongly supports the principle of pay
:as you build from taxes specifically enacted to pity highway costs, an(
for that reason continues to feel that the best solution of the financing
problem would be the increase of 1.5 cents a gallon in the taxes on
motor fuels proposed by the President and urged by him again on
several occasions.

It would seem to be unnecessary to review in detail the immediate
financial problem. The rate of outgo from the highway trust fund is
greater than the income. The balance in the trust fund at the present
rate will be exhausted by October, and action ihm necessary if the States
are to be reimbursed for work performed and the program is to be
continued without serious interruption.

11.R. 8678 falls considerably short of the President's recommenda-
tibn. However, by providing a 1-cent tax increase for 22 months it
does make possible a continuation of the program for several months
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boyolud th0 datte onl wilolt (the reporfi4 of tlim tudies of theIeprt(imit
of'( oliU)1WVle Itre to be sulbmiitted to timl Con)gross,

11wm eetioll in J I 907 8t8 jw0vidhil for t1'fI110'e of ('X(ige taxes to
tehirlhwty. trust, fulid is ollo wim ieo tfl ( -Ie~ur 1 )epau'ineet ofllt,

roatfavorably. WVe iinderstnd that, the au plurpose of thlis
sectionI 114 to lliakiu f)O55lo applortiolielit51 for :1 ,yofrt aftol, 061
wilhouit stlimpoilumlg Owe Ilyrd aItunio en11t, hli11 thme TVReasuty'114 hi ts e

Y41110ltR11 )ii)Hos 5 and it 44 0111' valiI~l ioj thlat, ChiR wvill vot bo j)avt

Tio Ileet, te jWO141t, Hithilltiol 'Ii, how( We, Inl Choe v'Qhi'atioii. that10 theo
("lugrems 11111M WeSigl thoevi molie, iiilitt 01 It HOlneW1110t (Iimlilulied
lighwaVIV Protram togeot'o W~ith~ 111muitieiiig J)Il15 Vilie stOI iP J)'itic1ible
anid it 1i0i)O (110 Treasury', while 1101, al)1)rovil R .R. 8078, will
ticeopt. it" roboetaiutly ill the hope thaItt a at reslt ore(omlit(lm' 8 1i(ly-
al(1 iftor th O tl lLi;0T1l DI epatmneut'sC reports0 have bln Htltmnitted.,
it matisfactory. 1411,11 for peiilwitt t'lIfu icwg of (lie 16ighway t4ystelln
canl 1)0 (0vitl whliel wil 1 0inilitiO thie i'ovotitiv tnmsfort4I' piqoposd ill
this bill.,

'11h0 ("ITAl MA N. Aliy questionsm?
Mr. SPANS. O f OllVe(i 'Ollilittoo will hiti-ve to will witu to

Olhlige thot ot~eetiv 0 date, sluice Septoiti lor 1. lim a1dtol11 l. patssed.
Withl prompt actuoll, theo bill coifld hecono efl ,'eetivo by Soj)t(ivdwrel 20.

1110' (111IR~MAN, MV. StIatI, what is the 11it1uttO th11o (hVel'siot of
the 5-j)0et'Of tax oil Jpa5FIoigl at~oiulo1iletV?

Mr'SPANS. "It" WOn Id beginl iliis6a1 1962. It wolild aniount in thaut
year to $802 million, and initi 6, to $831 million, and1 ini 1)(14, to $854
million. Thvat Is time total of aill tie divers4ions.

1110 CiiAlUM A . Tha4t, Cou108 about hy (diverting one-itdf of the
I 0-percent tax onf f)aseflr autoiniohilos anid parts?

Mr. 'rANm. Am I ve-eights of the tax onl parts and accessories.
The CHAIRMAN. Now, Mr. Stams, time question~ hats bp)0011 iiscuasoil

here this morning ats to what brought about this cris that confronts
us. Is it, your opinion that this is diie to the suspension of the pay.-as-
youl-go amlelnmenit?

Mr. SWAN&. As a dollar and cents matter, that is exactly the case8.
The0 CHAIRMAN. Mr. Talamy testified on Junie 22 before the Ways

and Means Committee. le said:.
An action by the Congress at this wi~ssiotl rogardling the temporary increase in

trust funds would result in the following-.
First, a 9 mnonthis' stoppage of all contracting for now highway construction and

right-of-way acquisition.

Does that stem back to the suspension of the pay-as-you-go amend-
ment?

Mr. STANS. Yes.
The CuIImumAN. He made another statement:
Second, the delayed payment of mnany vouchers submitted by the States for

reimbursement of money already expended by them for outstanding contracts.
Is that due to the suspension of the pay-as-you-go amendment?
Mr. STANS. Yes.
The CHAIRMAN (reading):
Third, nearly cun in two the total Interstate highway construction authorized

for fiscal years 1900 through 1963.
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IS thatt (1110 to ti01 )0115M,,,i,,, Of OW pity-aH-*yo1-gO aMe etY1
Mr. S'AN8. YOH. Wlell I Hfay it is14 do to 1,11 othUSeIMIsion of tie

lyzrd a1nolldmIEnt,, it is (file ()o that, fact plu1s the Increased authoriza-
tion th11, Wee ilk the H1,1110 bill.
The (11 uAIIRMA.N. If tley had t't Sll1i)01h(d( the so-celled j)ay-aftH.youJ-

g a011111(ldfelt', we would not IIave this to to ittio cotl fronl t,irg i0 wIw0,e-.
y 10 1-0 is great lj)1'051. , 0 roittl1it, to hoal to it1w0115) tOle gUa4401H10 tax.

Mr. STAN. 'li11d, is its 'I see It, that, is correct.
Senator (oun. Will the clairtntan yiel there?
Th stuspOi 11o of tie 1yr I 41aeno11( irient i)(rly1it, d aJ)portionlilnt

to be Iledo irreHpoe.tiwo of the amloitllE of foods appearing ill te tl'st
fired. h'llo4( all)P(t, il(11144t5 W01 Ina4de ill ColIforliLy Wit. the 1956
acE. Those aLI)pJortiol mnolu Is for thee 110,00s1at11 and l);fe,is II lgh way
System have iwt ye, 0re4tod ill eXpW1ldit( w, Ho W}illl Mr. Stans maks
the 44tetntlle h1 le justb ina(Io, like mr. Talluy, lie is telling oniy part
of t1 tory.

'Phe plj)port1ion t1 thllE t O'at ( were 1mad I year' ago to the 'l1teI4'4,a0e
SystelI hlaVe 1o(t roitd,' ill ally dis)illOlk nt by t1e ]e(Ierldl Gov-
(FiIneiit. As th e, ale chairmati ktiows it re illes it period of appr1oxi-
Ilately 2 years after app(rtioimiutnls i' SlateS 1,o n, k( surveys, to
lot thle colltlAtts, for Ete 0011rt1iucts to be p0fol'1led, vouche'rs tCo be

iblflittoed to the l'1edoral (lovernln1,t for rei l)1rsle111it. ib Ire..
fore, tH ls 5 oildy pal, of tie story,. Wo probably would have tllis
l) em0h' today witlJloit tho 1956 a,.Mr. T'alluaniy tot'lified 0t, ..........

Seator Klmn. The 1958 act.
Senator (G0oi,. Mi., rdiaiy tO stified, a41d1 you heard him, Mr.

Stalls, tllEte i plT)()tiVO of the 1958 act, the, (JOlgress and Ehe country
and the Bural of Roads wouhl be faced with it slowdown and 41
strethout without reties.

11n Many respects We faco the sanmo situation now that we faced it
year ago. it was 1ade moro acute by the acceleration of theABC
programs which have resulted in disbtursenint. I believe I havo
mado a (acorrect statement.

Mr. SrANS. Senator, I just must reI)ctfUlly (lisligr0, and I think
it would be h helpful if we took ul) the points one by one that you have
made.

The highway trust fuid was fiscally sound, and no apportionments
had been ma0a01 ', to the States prior to the enactment of the 1958 act.

The trust fund would have been able to meet all of the commit-
ments that had been made under previous apportionments. Now it
is true, as the Senator says, that the program may not under the
available funds have proceeded as rapidly as the original schedule.

Senator Goumu. On schedule.
Mr. STANS. But what I am saying, and IL hope this is clear, is that

the action of tile Congress last year in increasing the apportionments
is the direct cause of the fact that we are now unable to make any
apportionments, and of the fact that we are now shortly going to be
out of money.

Senator GONu. Is it not true, Mr. Stans, that had there been no
1958 'act, there would not have been sufficient funds in the trust fund
either then or now to make apportionments to keep the highway pro-
gram on time schedule of the 1956 act passed by the Congress and
signed by the President? 1
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Mr. SRANS. That iH corr(0eet, bl)t T st.lbilt, sit, that is a (fiff(eretnt
Illatter.

senator iOtPm. , mili)it, it, im a i)art of thle seIe matter.
Se01na tor BiiNN E'. Ml'. ( h'l-m1ni,
:Selltor ryla) ' itiQltt.
Senator IIWNNvv t". As otin of tOw few men who stood with he chalir-

uml in def'tniding the Byrd amendment, in tie '.1958 ait,isn'Ht if firt
to sly - .-y

Senlator 'IKint. "I the 1956 act.
Seniato' tho NNIVm'. Yes, buit I lnleaim n vIle it was oliimhlat[ed ill tih

1958 act.
111t, it fair to say that the reason fo.r tim 'lyd aumlmdumnl i was to

p)roviih. that, if and wN'llol 'we faced ti, si, t,11iom ill which tim-o was
lnot llOylloy ill the t'Itllst, fund Io N'QuiI' a Htt'o(,hll'lW , or so:1te oll'
d(Vice to le ,l) tle fuilt solv(it t, end firoil that poil)t of view, I' donI't
think .... this is just my po(r'5oIal o)li0nih --I don't thinllk it, is fOir to ay
that the 1956 act ol) ( tjted the 11meaum of I 'ulblih Itoads to (comitluitie
the progra11f oil (h(,d'5l .

.1 thilik tle etllect of the Uyril am(lndliomt was to Nerve loti l, on
the Bohnem of Plublie Roadw "If 'you haven't ot, tm m, onoy ,ou hiv(
got to slow mij) the sco(leile. , ' Titl't thlit, a .fanr itsftit.Htnlt, Mr.
Chairman? '

Senlator' li'n). That is a faim' sta't . 'It , would give Ie (:ongmes
a elhaile(( to conisidlr the matt,.' eahuily instowl or being forced to (to
something now that perha ps lmally of 1l18 don't w-vatit to do, )(.allse
he aea~e~yilclothe I money atud lolt the (1oftri (t-s. Natut-

rall'y those ,ontAacts whe i they are l)erfi Id )y 1iOl ( -t,00a(,t1-, pay-ienlts must b~e made. if we stay within tim p)ay-as-you-go ainemidmen't,

that situation wouhl not have arisen.
Senator BUINNUTr. (Tould't we have known when we )assed the

1958 act that we made a situation like today's situation ievitalo,
when we I:,ook the Byrd amendment off?

Senator Goim. It'was already inevitable.
Senator BENNlTT. it seems to me under the 1956 act the Bureau

had the responsibility to slow (town the program if it lidi't have the
Soney. Wihen1 we lifted the Byrd amendment and said "You've got

to go ahead and make the il)p'ortionmnent whether you have got the
money or not", we inevitably cr(eated the situation we face today,
when" we knew in advance we were not going to have the money.
We went ahead on that basis. Now we've got to meet and )rovi(Ie
the money to make up the deficit, and it seems to me it is just that
simple.

Mr. STAxs. That was pointed out by the President in his signing
statement when he signed the bill in 1958.

Senator Ki]imu. I want to get the rest of the act that we are talking
about. Isn't there in the statute somewhere, if you or your counsel
will please find it for me, a statement to the effect that one of the
purposes of the Byrd amendment is so that Congress will have in-
formation as to whether the expenditure and income of this fund
were in balance, and if it were not to do what is necessary to put it in
balance?

Mr. STAN$. Yes.
Senator KEmn. Perhaps Mr. Enfield can help me on that.;
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Mr. nI4NI'1l]0,I. I thilk you havie rfei'erate to the provision of the
lliglwivay Releue Act of 195 which is 209; 209(h) do,,ulares a policy.
It says:

R 114 i(roby d(1lild to Im 1,1145 policy of the (longrHN tiiat If ft 1mrolftor 1ppe,14()that thio iotal rou l1pfm t~o 1,110 ru-14 l, f d rON 1hIVlw of 1a llutel 1111lo' milleeion

(o)will I m loss t im 01 toi t o(lXf oIlI101d-14 from '0 lJhI fill)(l ox411(11VO Of pty10n1t0
uIII M11 611 dV14V0100N , 01 (2) tut Et, i lof thax uirdol iJo g tI1 V1o11114
0lllNMol-14 Of l)OWHOlI 11I14,ig i1m Fdit'vl i i hilghwtys or otherwilm deriv u, I bielit,
fllll 4111 1igl i wIy it lO, t iot, 4J1 lit111, b th( ( iolg.;mH slIllI wiel, lIqglolottioi In order
Io bring Itlhitt 1; bdanotl of total roti 1 01,00d4 UII t Motel (IX 1di, m e14 4or (m3h q11itob4(1ll thn It" tio e aw. 111y ho,

Sollator K1it1. 'Yos, tiaf1t k 10 ljigiiago(1 til l a11, was looking
for. .1 reelimil)ort softie mihi laamge 'll 0 te bill, aiml if J mniorstald
it, it W1144 ti1 (10,,lfIrt,1 policy of 010e (JoTIgNI'S that if 1410 total receipts
wee es 11tha1 the total ePXcwnd iti(re, that (.1otlgress shall ,c, le, hgis-
lationl ill ordI(er to lbrinlg ablmoiit a balallo of total recipts to total

11sat iln thIle saio act that siys tley will n1t ojI)ntJ it 11til thy
get it, isln't it?

Mr. SrA NH. Ys.
Senator Koum. So that We are opeating ine(lr all of tle law and.

11t jlf4jt, t10, B'yr11 MYuneiidnei1t ,1'a0en't WO?
Ml. ST/NH. I 1100141,11(l t1t We a e 1Hill.

So-tator KUi t1. And the action of tie Coigress here last year in
ac,(lerating the prorart wits in order to bring the .ontructition up to
the scldeuhi.e set for t in the I 956 act, wasn't it?

Mr. SrANs. Mr. 'TaIlarny repiel on that.
Senator ]I. Tiliat wis yomr tstiifony, wisr't it, Mr. Tallamy,

aside from the increase in the AB(I apportionmrient?
M r. T7A J ,A M . Y es.

SenatorKrtu. So that tie Congress in the exercise of their judg-
ment saw fit to ac(elerate tie program mindful I'm sure of all the
provisions of the law or one which said they couldn't pay it out unless
they hid it. Another which said that if the expenditures got to
where they were greater than the receipts, that the Congress shall
enact legislation in order to bring about a balance of total receipts
and total expen(litures, and that is the purpose of this act, isn't it?

Mr. STANS. Yes, sir, but may I point out that at the time the
Congress last year increased these authorizations, it also specifically
waived the Byrd amendment for a period of 2 years.

Senator KERit. It specifically waived that part of it which said
that they could not authorize or obligate the expenditure until they
had the money in the trust fund.

Mr. SrANs.' They couldn't apportion it until the moneys were in
the trust fund.

Senator KEmn. Do you think that was an act of irresponsibility,
Mr. Stans?

Mr. STANs. Certainly not. I think it was a very responsible act
to put the Byrd amendment in the bill in the first place.

Senator Kioni. Do you think that the act of last year had any less
dignity or significance than the act of 1956?

Mr. STANs. I certainly assumed that it was the prerogative of the
Congress, but it left these disturbing financial repercussions.

Senator KERR. The President approved the act, didn't he?
Mr. STANS. He signed the bill.
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Senator lyttih . Senator Frear?
Se1ato' IF'1tA .T lhatve t1) (111etioll.
Seotator IBym), Seuator Williams?
Senator Aierson?
Senator 'I)ouglas?
Snat4or DouoMA. TlhiS bill I)rOVides' for all ie(eat14 in the Federal

gasoline tax from 3 to 4 (enits. Is there an iiirease iii tile tax ondlosod fueol?

Mr. STrANs, Yes,
Sector II)ouux.As, ]lowy much is that inCreate'?XMr1. ' I AIJAMY. 'Ti1 811111 thilig,
.Mr. ItomuiINs. Ti6H is all inceretso in tim1 tax oil illotor 1n1i01. That

is the Way it, is refried to ito n the act.
Senato :OARIhAK. Fr'omU 3 to 4 ~cnts a1id that al))liH to (liMO ful

Its Well as oil ,asoliii, "I's there an increase in the tax on Iiihrieaut,
lubricatilig oil'

Mr. ST'ANN, No.
Senator ,Douu, As, Wha t is the prestt tax on lubricating oi1?
M\1r. S'rANs. Six cnts a gallon,
Senalor I)ouOAs. ItHow IU,110 (1008 it yiol(l?
MI. Roit nsIIN. Tih estil11 for fiscal 196 1 iH $74 million,
Selnalor I)outAs. NaI .Y I ask vhV yo11 didl', increase t,1 t,x on

hibricatli g oil? You increase tlhe tax oil gasolitle by oII-tlhird from
d to 4 c ,nts. Why didn't you iIIretse the tax oil Ilelricatiag, oil from
6 to 8 cevts? Ihat wouldd have raised $24 million.

X11, STANS. The lbri('at ing oil tax (1008 not go iitto the highway
trust, fund. It, goes into goeral rvomies.

Sector Ww.ASH. Why did you put it there?
Nhfr. SrANs. It is 11ot there 1oW. '1hat is iiy a1VSWVOr, sir.
Senator I)OIJO,As. WoUhl you r(cOMmf0en1d it, bleng put in?
Mr. S'rANS. No.
Senator I)OUr.A.Srh a Tt would raise 72 plus 24, 96 million.
MNr. SrANs. The 4d)i i1itrdion and the P)rosideii, have consistently

Opposed the transfer of existing general fund revemes into the high.
way funds.

Whatever we (to there increases our problem ill the general fund.
Senator )oUoLAs. 1t seems to me a1m)ous that you turn over

the gasoline and diesel fuel taxes to the highway fund but don't turn
over lubricating oil receipts.

Mr. STANS. All I can say, sir, is that it was uin anomoly created by
the original act.

Senator DoU oLAs. Mr. Chairman, I suggest there is $100 million
lying around here that we might pick up, even if we were to allow
the existing $72 million to remain in the general fund, we could at
least take a $24 million increase and put it there.

Mr. ROBBINs. I think the main reason why lubricating oil was
not treated in the same way as motor fuels in the first place was that
such a large percentage of lubricating oil was not going into automotive
use. It is used in industry.

Senator DoUGLAS. What portion of it?
Mr. RonInNs. I haven't those figures, but I would think it was---
Senator Gong. Approximately one-half, I think.
Mr. RouBiNs. Yes.
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Senator 1 )eOLMas. Now in committee in the House thero was
added all 4a1m10len 1et in which it was stated that it is the policy of
(.on gross to take over from the States the various State toll roads
which have been constructed. rhIiilat wits eliminated oil it teller vote in
the ]louse yesterday by . believe 170 to 84. What is the position
of the admin istration on that?

Should this atileli(lfl1olit be reinstated Or should it be allowed to
rest where it is?

Mr. S'IANH. Tihe administration pr, IWO)Woe that the amflen1idment not
be o11sidered ill this bill: the bill af passed by the House be passed
by the Senate.

Senltor .I)oVoLAs. Mr. Stans, 1 always inarvel at the way you can
shift the C(Seiter of atte1tio1 froimi Itt orizations to aJ)prol~riations,
from autilorizationti, approtiljriations and expenditures to suit the
iatict4Iahr 1)[urpose that youI lave at hand.

You realize of course tithat the Congress has alr'eady (tt 010 PrOsi-
d(lt,'s tp)i'op)iintiotls by 402 iiiilliont, Clt 1,he rI'esiden0t's requests for
Inlilitary approplriatiols probably $200 million more, foreign aid will
be (til,'by $1.2 billioii so tllat we are going to (S t the P't'esielt'1
bl)Uget by 1.8. You also realize that we are (,uttilig his mIew obliga-
tiored authority outsi(e the appropriating process by about $800
million, so that, we are going to C1lt, th estimates of the adnilnistra-
tion by well over $2 billio,

IB11t 11OW YO1ue sayillg hthat doesn't Cootnt because it, does not take
efleit this coming C Ye1I', although ill (.onin(.tion with housing you
said that it wasn't the0 appropriations in the (url-ret year that mattered

ut the authorization lto tohe year 2,000 that mattered.
So as I say, I think you are shifting the field of battle. But on

this question as to toll-roM. eX)enditIures ill a given yel, even though
approI)'iations have been mad(, that lies within aliniriistrative dis-
crotionl, does it not, and if you think tlat the Government is being
tmlptel to deal and expend money inl eXCes1s of receiI)ts, this termipta-
tion can be avoided by the simle device of the administration not
yielding; isn't that true?

Mr. STANS. I wish it were that simple, sir. it really isn't. We
have too many reasons for spending the money that the Congress
has appropriated.

Senator .DoUILAB. I notice that you are always ready to cut down
on expenditures for welfare activities. I would like to see you cut
down on some of these construction activities, too. Possibly foreign
aid could be reduced, too.

Mr. STANS. Might I answer the Senator's first comment about
shifting the point of view of the subject of discussion. I am merely
making the point here, Senator, that the reductions made by the
Congress in appropriations this year, and my figures are somewhat
difl'r(ent from yours, but I don't thilik that is pertinent to the point,
do not help the-

Senator DoUGLAs. I have a Congressional Record which keeps the
box score each morning.

Mr. STANS. May I submit, Senator, that I reluctantly must say
that I disagree with the box score appearing in the Congressional
Record?

Senator DOUGLAS. I wish you would file for the record, and I will
ask: to have it included in the Congressional Record, what you think
is wrong with this.
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(When received the material will be made a part of the committee
files.) ,

Senator BENTNIrT. Are we here to discuss the Lax bill?
Senator Doum*,As. I admit this is somewhat extraneous but tie

Director of th Budget brought it up and I carry on a little subtle-
pro pagan(la and I thought that since he did it was proper for me to
reply.

Senator ]h43N.NErri. May the Senator from Utah make the point
that we are here only under sufferance from Oregon who gives us until
1 o'clock to operat. Thereafter we may not operate, and I think
we have had a very effective filibuster this morning to prevent the
committee from considering the bill, and I think that ought to be put
into the record,

Senator )ouoxmAs. Did the Director of the Budget bring up this
statement?

I would not have mentioned this had it not been for Mr. Stans
raising this, sir.

Mr. STANrs. I'm sure Senator, it was you who raised the subject and
I think the record will show that.

Senator )ouoi ,s. May I read your statement?
Mr. SIrANM. I'm sorry, F was referring to the Congressional Record

when I said that.
Senator ANmRsoN. The Congressional Record was referred to be-

cause of what you said.
Mr. S'rANs. Yes, I understand that.
Senator DOUoLAS. Although Congress has reduced the Presid went's

appropriation on all ,but two appropriation bills, tile net effect will
actually be a negligible change, 'perhaps even an increase in expendi-
tures.

The reason for this is significant reduction in appropriations, mutual
security which consists of long leadtime, and on reduction in obliga.
tional authority which will not affect expenditures until 1 or 2 years
later. Reductions in all the other appropriations bills were largely
offset by increases in the appropriation of the Department of Health,
Education, and Welfare. In 1961 there are built-in increases in the
program, increases in veterans' pensions, and a new program of Gov..
ernment employees' health insurance, growing expenditures-I went
into that simply because the Director of the Budget though he wasn't
testifying on those subjects, brought these items in.

Senator ANDEUMSON. What connection does that have with road-
building?
Mr. ,TANS. That is what I have been hoping to be able to say for

the last 5 minutes, Senator. Just this. If we don't have legislation
that produces some revenues for the highway trust fund, the high'.
way trust fund will be in default by a very substantial amount of
money about a half billion dollars this year.

In tiat case the only source to look to to relieve the Government's
promises is the general fund.

I am making the point, and I believe it to be correct, that the
general fund is in jeopardy this year.

We are probably going to have an unbalanced budget this year
even with the highway fund on a self-sustaining basis. I was making
A further point simply to clarify the matter in the minds of anyone
that the appropriptions reductions made by the Congress this year,
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!and .1 don't question the desirability of them at all, bad no effeci of
any consequence on expenditures in 1960. And . make that point
,simply because it is the relationship between revenues and actual
ex)enditures that determines whether we have a surplus or ,L deficit
in the fiscal year.

Senator MCCARTHY. Will the Senator yield to me for a question
at this point?

Senator DouLAs. Yes. I am through with my questioning.
Senator M.CAwRHY. Mr. Stans, in the statement which Senator

Douglas just read you have made reference to the fact that some of
these reductions don't mean much because they are long-term in the
'obligational authority. You make particular reference, however, to
the appropriations for ].health, Education and Welfare. Now within
the last 2 weeks the President vetoed the public works bill. 'Iihis is
,one of those involving long-teln obligational authority, is it not?

Mr. STANF. Yes, l)retty much so.
Senator MCCARTHY. And yOu put great stress upon 'Y; figure of

$800 million although much o itius wVVoilid not be spent for 'many years.
Yet the administration did not feel the appropriation for Health, Edu-
cation, and Welfare which involved an increase of $250 million, most
,of which 1. assmne you intend to spend in 1961 or '1960. Why did you
veto the one and not veto the other since the point oi balancing the
budget seems to be so important?

Mr.STANs. The increase in IEW appropriation will not affect ex-
penditures in 1961. to a proportionate extent because a considerable
amount of that increase was in construction as well.

Senator MCCARTHY. But you say in your statement here that this
increase will have a material effect on the 1961 expenditure level.
Now you say it will not.

Mr. STANS. I didn't say that it would have a material effect on the
1961 expenditure level.

Senator MCCARTHY. You say "increase in expense, defense, educa-
tion, Government health insurance." You refer to the increase in
the appropriation to the Department of Health, Education, and
:Welfare?

Mr. STANS. Yes. I refer merely to that.
Senator MCCARTIHY. These reductions were offset you said by this

,appropriation, which clearly indicates that you expect or you want us
to spend this in 1961.

Mr. STANS. I had no such intention and I hope the statement
doesn't convey that thought. I am merely saying that the reductions
in appropriations made by the Congress were in two specific appro-
priations by and large, because all of the other smaller appropriations
were reductions offset by an increase in HEW.

-Senator MCCARTHY. But this wouldn't have any significant effect
anyway..r.STANS. I am merely analyzing this matter, because I think

it would be helpful to this committee to understand 'the physical
situation of the Government in considering this particular piece of
legislation.

Senator MCCARTHY. That in turn the effect on the budget you
would say, that neither the increased appropriation for Health,
Education and Welfare or the increased appropriations for public
works would have any significant effect on the budget.
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Mr. STAN'S. On to 1962 budget the two together would have an
effet, of about) 100 1)illion.

Senator Mc( ARTIitY. Wily did you veto the one and not veto the
other?

Mr. S'rANS. Seatior, I don't veto t bill. That is the President's
ju(glglit.

Senator MI c(AWruY. Why do you advise? (Io,:1d you explain why
your ahduuliistratn,iO the idhmuinustration of which you are a part,,
vetoes olone ald not 4ie other, tii(o )oth il(hid((I Iloilbidgoted items.

Mr. S'rANH. 1. cat expltlii all of the reasons in the president's
mind for vetoing this bill, but 1 11 sure that it was the basic hun
consid ration that health anl education aml welfare are the kinds
of things that in the present fiscad s l~ititiol in government are possibly
more important than plblic works?

Senator Klott. Will the Senlitior yield?
Senl1,ator MC(CAR1tIY, W s the . resideott not (onceiod ahotut theso

things when he drew 1ii) the budget ?
M r. STANtS. (itainly ho was.
Senator Kmui. I think in justice to the record that he recoitilhildeo

veto of b)oth. TPhat is my .uhestanding.
Senator MC(.IAIRiV. Mr. Stans did.
Snotor [fluti. . think in justice to hinm, he recomnmidod vetoing!bothl.

Mr. STANS. 1 would rather not comment oil that.
Senator Blyui). The hour of I. O'clock hmi arriveOI. We cartiot

legally sit even for a few minutes.Stnator K)oimt. Mr. Chairnmn, 1 move wo We go inito i short illegal
executive sessioll.

Senator Bym). The (e Chair is ulu)le t.o may whet we cai reconvene
but there will be atiother )ul)lic session, Seiiator Gore has a proposedanmend)et..

Semaor Am'J)NII$(,). Is it not true that, while we are not legally
siting, there is no rule of the Semate that keeps us from taking testi-
mnony? It only keeps you from takingg votes.

Seniator MC( !AltTiY'. We c1anenot keep) any official record.
Sellt l I.m We call continue oil au informal basis.
Senator Bym). We can't take the testimiony.
Senator ANmtsi5. . You certainly (a take it down. It is dooie

every day in the yea,.r.
Stnator i(xiam. *What we can't do is take official action.
Senator Gom,;. I think this is one of the most |nportant issues to

come before the Congress this year. We can't (teal with it summarily.
It requires attention and consideration and a public record should be
imade.

Senator ANPai,,soN. The Senator from Tennessee knows that you
can make a public record. We ought to finish with these two wit-
nesses I woul think, and then (1o what you wish.

Senator Gomu. I understood from the chairman that we could not.
Senator ByxiD. I haye no objection, but lie was informed as hie

understood it by Senator Johnson over the telephone, that we could
not meet legally after 1' o'clock and take down the record.

Senator Kmi. I make a motion that we remain in Session for a,
brief period of time illegally.

Senator BYRD. All, in favor of meeting illegally, say "'aye."
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(Chorus of "ayes.")
Senator Goju.. lhat would put us in the same status of contractcontrol.
8e11atl 01 Kiit. Is the Se1ato' fron Miilniesotia finished?
Senator l M(JAIRTIIY. You finish.
Senator Katmu, I just, ma(le t ,hat( oe ol)(srvationt. 0
Suatr BYIW. 'Elie Selalor froni MInnesota may proceed on all

illegatl asis.
Sealiitor (:OoiuL. I wotld lik( to ask one t(etioti of Mr. Iltobbin

and tholli yi(l tWinlorairily to ily colloagile rom Minnesota,
Mr. I)}obins inl your statemniit, you say:

Th1to Me(|tii In I.'t. 8678 provhhtwd for tl'inl-f(o' of oxelHf timm to t m higiwsay
trit, fiuim is olio whth the 'reltslry (uwzaot r0ilrd fvoridldy.

'yet youI em(lor1s1 te bill?

Mr. tl-(iiJNM . It is oxpltilled litter il iii the statement, )y saying
that this iS Rot Whtt we wanttt.

Seiltor Gout ,. i Uildolrstflad.
Mr. RotuIrONS. .!.llt we Iaceit it.
SenilO Goit:. But, you do endorse the bill?
Mr. RoUiti NH. We itc'ept it,; yes.
Senator (ou',3. Now tius second seitetie in that laragrai)lt reads

as follows:
We underHtatLnd thiat the indri purpose of thik section it to iwLke possible appor-

ttimentH fori 3 years itfter 11)(11 wlhollt, st1spondi lg the Byrd itntuendinit.

Senator llyicm). We are dlisussuig pro(edure.
Senator Goltil. That is all right, .1 don't object. I just don't want

to waste ily time.
Stinator ilib). We are listening. Go ahead.
Senator GoItm. I was realing a statement which Mr. Robbins has

lna(le which il lily view is incorrect, and unsupportable and I want to
ask him about it.' It refers to the suspension of the Byrd amndment:

We unrdesl-tand thait the niahi l)urpoo of this mectioi is to make pomsibtjl atp;or-
tionnIeitt fo' 3 yOil tfter 1961 without Htl11p(hldiiig the Byrd lniiu lient.

Now will you he so kind its to say to the committee whether you
really mean to say that, and if so why?

Mr. .RoliIs. The discussion in the DHouse Ways and Meails
Committee at the time that this proposal was made is the basis for my
statement that our understanding g of the explanation of the proposal
is that the proposed diversion of revenue was in order to make it
possible to make apportionments within the expected revenue.Senator Goun, I notice that you make this statement about some
discussion in the Ways and Meais Committee. Is it a factual state-
ment or is it not?

Mr. RonimNs. It is my understanding of it, sir, the understanding
that the Treasury Depiartment has.

Senator Gon . Will you take the bill and show us just how this
is going to apply to permit apl)portionments, to make possible appor-
tionments for 3 years after 1961?

That is 1962, 1963, and 1964. Will you be so kind as to show us
that?
(Mr. Roll'nimn. 1 don't know that there is anything in the bill that

brings that out.
Senator Gonv,. Then why do you make the statement.
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Mr. RoDnis. The apportionments will be made in 1959 and should
be made now for the fiscal 1961, apportionments will be made at some
time during the 1960 period for fiscal year 1962, and the following
years in a similar way.

Senator Goitii. But the statement you make here is with respect to
tl 3 years after 1961, and will you'be so kind as to either show us
that this is a correct statement and how it is correct, or say that it is
a misunderstanding. I would appreciate it.

Mr. Rovrums. Tle bill provides for these transfers for 3 years
following fiscal year 1961.

Senator Goun. When do the gasoline taxes end?
Mr. RomiNs. June 30, 1961.
Senator GoE,,% Apportionment depend upon what?
Mr. RoimINs. Under the Byrd amendment? The Byrd amend-

ment governs expenditures that are expected to be made for the years
-66t are atfected.

Senator (Gou, . In the first place apportionments are based upon the
amount of money in the fund and which the Secretary of the Treasury
calculates to be in the fund according to law at a given time.

Mr. RonBINs. I think the law requires the Secretary of the .treasury
to certify that the expenditures be made under the apportionments
will be within the revenues available in the trust fund.

Senator GoRE. Is it not true, that the transfers and levies contained
in H.R. 8678 are for the purpose of making limited apportionments
available for 1.961 and 1962?

Mr. RomINS. The increase in the motor fuels tax is for the purpose
of making limited apportionments for 1961 and 1962.

Senator GoRnE. So are the transfers.
Mr. Ro.BBINs. The transfers are to cover apportionments to be

made for the years following 1961.
Senator GoRE. I don't want to press the point.
(Discussion off the record.)
Senator MCCARTHY. I would like to take up the question I raised

before yielding to the Senator from Tennessee. I understood you said
the increases which Congress has voted in appropriations for the next
fiscal year, would if taken altogether in actual appropriations amount
to about $300 million.

Did you say that the actual appropriations would not amount to
much over $100 million?

Mr. STANS. I'm sorry, the gentleman has me confused with both
figures. I don't recall saying either one.

Senator MCCARTHY. I was asking you about the increased appro-
priation for health, education, and welfare. You said the actual
expenditures for the next fiscal year would not come to the full $259
million.

Mr. STANS. I said speaking of those two bills alone, the appropria-
tions for health, education, and welfare and the appropriations for
public works, that the expenditure effect in 1960 would be about
$100 million.

Senator MCCARTHY. Takeni altogether?
Mr. STANS. Those two bills together.'
Senator MCCARTHY. And yet you said in, your testimony that

the reductions which the Congress had made would have the negli-
gible effect, and that altogether there might even be an increased
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expenditure. Tn other words is it your opinion, that the reductions
the Congress has made would not offset what you estimate to be a
$100 million increase in expenditures as a result of the increases which
Congress has made?

Mr. STASS. That is correct. Taking all of the appropriations it
is my estimate that there will be a very small decrease in expenditures
in 1960.

Senator MCCARTHY. We decreased-if we decreased the mutual
security appropriation by $1 billion there would. be less than $100
million reduction in expenditures the next fiscal year.

Mr. STANS. That's correct.
Senator MCARTHY. Altogether all of the reductions made by

Congress will not in practical effect reduce expenditures by less than
$100 million?

Mr. STANs. That is the estimate and I will be glad to put a table
to that effect in the record representing our best estimates as of the
moment.

Senator MCCARTHY. T would like to have that estimate. Then at
worst Congress will not increase expenditures-by what do you esti-
mate that reduction in amount? How much would the actual
expenditures--

Senator Byw). Will the Senator yield for a moment? We have
gotten word from the majority leader that even taking testimony is
illegal.

I would suggest that the Senator from Minnesota finish out his
present line of questioning and he can resume it when we sit legally.

Senator MCCARTHY. Since we have been illegal up to this point,
what is the estimate of reduction that can be brought about as a
result of the reduction in appropriations which the Congress has
approved?

Mr. STANS. For fiscal 1960 it is my estimate that there will be
practically no reduction in expenditures as a result of congr ssional
action in the 1960 appropriation. The reduction in expenditures
whicl results from cutting the appropriations will occur in 1961 to
some degree and in a larger degree in 1962 and 1963.

Senator MCCARTHY. Yet the increases which Congress has ap
proved, you say that almost 50 percent of that will be reflected in
increased expenditures in the next fiscal year?

Mr. STANS. Yes. I would like to make this clear.
The reductions are pretty much in items that have a long leadtime,

that take 2 or 3 years to spend. The increases in defense are partially
in military personnel, in HEW, for medical research, and those items
tend to go out that much faster.

Senator MCCARrHY. But these expenses will be accelerated and the
administration now believes that the congressional increase in appro-
priations for health, education, and welfare seem to be necessary to
meet the needs.

It means you are going to spend the money.
Mr. STANS. No; I don't mean that, that is subject to the statement

the President signed at the time he sic ned the bill, which directed the
Secretary of Health, Education, and Welfare to be sure that, the money
for medical research was not spent at a rate in excess of the rate which
would really be productive.

Senator MCCAWRIIY. Mr. Chairman, I will rest at this point.
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80IltI))' BYRDti. WV Will reS1iinie US NOM0A$ Nit. Nio140 11llowH US to.
M\4r, ltoit)InNM. Wr. (1 1l-1irtnu, May~ I lillike it very, lkiltOt' (col-recttll

i IIitA'ttI.0HE t tlitlO ill illi4wer to It t tiOvtiott of 81enator Doiv)m its foi'
tlio record alloWII ti )rivittilig Oil? 1111 S ditlttt(, 01t0~~t £O4114,fi- 1961. wits

(hereuponl, at, 1: 11 p11. C10 h lietiring WoltS reet'Nt4V(d, toiO tVl( t

3:5p.111. of the sai1e diy.)

A tIIOI14NOON'K MI110

'1110e ('111At IRtAN, '1110 (VOCLNtttt WVill (101110 tC) 01110r. Souiittoi' (ol-re
do N-oltua( Ittil y filter qulestions?

I"nto t'l '1110 801he ,1 Si'ititto hoTt IM10fi5l, WUN (jtI&)5ti(Iti)g

lI o~voVer, I NOR ib e glad to jpr(ved,
Iea~ illt. Do )i3'oi Vwnt, to ,i'svlt, 'your' iIttllllt 11vit iw l

diSM1s8 it?
Senator (I olt:, I N,it, lo itsk it few. (vie'tionN fir-st, Mr'. Stis, Iiiri

y)out acuIne(141ted NNith tiereoti)elditI otf tle ai iisIttiolil Slob-
milled oil Mact11'r IIof lats t. *u'y wt1h1 W-11esjmeet, C) the Ilighway rgiI?

STATEMENT OF MWAURICE STANI3 Resumed

NI11'. STA NS. 0e0eall1)11 bIt d1i' h1010 the1N 010 ill il ind. I1
don't. have it 4c0pv of it here.

Setatot' Ooios. Are yott awau'e t-hti ill tlis r-econuttidationl ttie
Presddento 1nt001lt1teltlil, tOhitt tilt) Byrdl ItillolIinitt 1w0 tsti)oilded for
3 llears?

N41. STAN'S, Yes.
Senator (01ti'. Thlen whenl the (Iollgross Itetecl inl 1958 ill slspen(Iifng

the BNyrd anliefnitt it' not only ite(1v 11 rjdj te appr-oval of the
.Pitdlt buit 11)01 itt t't'()volllOi0lioll of the hI'-osid('1I t.

MNlr. STrANS. C's. Theylm tnci'0edt the tipport-ionttienkt beyondl those
w~hidt) 010 Prtsidlilt. httdill his r'(ttt('5t bly I ilelieve, it cOltsidOetl)l
amlounlt, blt there is nio (jItestionl the 1PreSIdent had recommended anl
inowease in thie hiighway program last. year, anid I believe--

Seniator Goitim I I at not Conlp1h1-iu1tn uibolit it. I i151 (icidlt qulite
get, the point whIy You were Indn o m1uch0 of the fact thlis mor01ninig
that- tie Byrd amniment was stispendod~( for 1. year witu th i rsi
dent, reconintetidtd that it be suspended for 3 years?

'Mr. STANS. I think actually it wats suspendled for 2, but 1 ain not
here, Senator, for tile purpose of pointing any fingers or anything like
that. Just to say that the action taken last year does result in the(,
financial predicameint which the President and am sure the Members
of the Congress understood last year would have to be dealt with this
year.

Senator GORE. And in doing so, the President approved the action
though he had recommended that it be suspended for a longer period
thtan the Congress suspended it for.

Mr. STANS. Senator, offhand I am not surie whether I recall whether
his recommendation was for 1 or 2 or 3 years.

Senator GoRII. I give you my recollection that it was 3 years. I
would assume that is correct.

M\r. STANS. I would accept that.
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80a1o (1(1'OR. I (dOl't wish to lielahotr the point but it see,is to fil
ti1r WINa 110 point, it) belaborinig it in ti first, instance,. o(ngresS
had Iteted to 'OIltiillto the hiighwty 10-g411 Oil 0 $CI Ulr10 it to the
'Ii ,ttr $,ftt Sysfl0i, aitl h,1 ot(etel to te',clerate the ('ollstirltlioi1 atidl
illjrovoletrllt of highways on th printary, Secon(ary fuld I( iih
Hyf4t,011tis a4 a 1i11MR1u of rohVVing seVere ns1tnr 4yllipeOylllt.

I n o doing it will oI)Violls|y have itl effe (t ill' flImtre year IH it, hasI
Inhad all efrot flow,

Mr. (Y)hiauirinll, I onily cite this to indicate t101t llch ado wts, made
of tie fact that the C Ollgre ss had brought us into) this terrible dilemma,
wll(ei.i iII 'fatt tmop Collgrestsl a$;t ld u)on ,}ie rCoolntnnIdlInatiofl aftd with
thi sJll)lport, aillio (mOfl(,,nrreIlol arIdl aproval d of the 'r ilot in thiS
regardl.

St or BI 1'rulat.l Will, Sthetlator yield?
8,0t'r (0)u4. Yes.
Seia|or Hu;', hr~ll. Wits thd the testiiloly of Mr. strlns? I thlOuglht

yoll aild thlit thie IPresiohllt hadl ad1310d for a 811 5[)tIiOnl but on a ver"y
11109104tf h ilNIAi, id then theP ( d Olloigress hlad greatly ilreased the re(1tile tOf (410 *I-W44(l0t1, aUl had given more, much more than ho had asked

M'r. STANS. That, is trel10
Sto(r Bu'/,raIt. thlnk we ought to have both figures. What did

the Presidlt watil, Slid WI111t 1did he finally get?
'Mr. STANS. I (Ol'l'tl have then an(l my menlory doesn'tt cover tom,

blut I, amt Hire thati Mr. Tallamny who is'here, could sul)l)y them right
flow.

seua 1~wC OL'. I have copy of Mr. Rothschild's testimnolly in which,
on p:)Ige 500 Ile roal from the 'President's message as follows:

11 i,111 mixt fow (kys hw adluinlt, ratios will ask the Contgr ss to a(000d the
ilIghwiy Aet to suispenld (,'tall OXlo,)(ltlluro l1ilatloos for 3 years. If mist ((td,
this ai)eOtltileni; will pe(rinit appo') rtiet, to the tate4 of ill additional $2,200
Miilliot of li'( lal filldS, all of whlleh will he placed mider contract, duringg the
cetlidar years 1958 to 106 L.. Adoption of this anendentril will permit, tho appor-
tionlnilent (during itch of theso yeivs of it total of $2,200 million of Fedoral ulends
for itorHtato-highway coti rut iOll aloll,

Sena140ttor BUTIt. If that recommendation had beon carried out,
would this bill )e ne essary?

Senator Go)m. Yes.
Senator BUTHtU. I mean to what extent, Mr. Stans? If you had

carried out the recommendations of the President to make it $2,600
million over a period of 3 years, what is the difference between that
program and the program that has been approved by the Congress
last year?

M.r. STANS. Senator, that is an intricate computation. All I can
say at the moment is we would be short of money and we would not
be able to make the apportionments to the States at this time, even
if the administration bill had been adopted.

Senator BUTLuit. And you would need the cent increase in the gaso-
line tax to cover that?

, Mr. STANS. We might not need a cent. I think a little less than
that would do it.

Senator BuENt, Do you think a half a cent would have done it?
Mr. STANS. It depends upon what is done after the first 2 years

for which the 1 cent applies. I
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If tlo stone provisions NViet to 1b C1nsiderl a s are in ihis bill for
lio diVOrsiol of rovol\lio after tho first. 22 months, it, is.t possilh tan,
aq, half et, or tiro'o-qalw't,01e Of It ('14t, would haVe ben Cl11ua10 to
(,Over0 t he admlitlll.tl'atioll roc(flhkiditIOtI.

son,t,or ,Blnai m. tasiiueh Its tile question was. raised, T thoug t,
tho record should be vonilploto oil tho point., and . have no furier
(ll stills.

Senni o~r ( oll,. II MaIy to the Sliillr tl' oi Marylanlid Ohil, , sa w M)
poit, ill th qullstion being niuese this laOrilill"g, but, so mluch lfolilt,
wis 11iide of it, tha 1. thollghl, the record should be oillelote.

Sonaltor '1Iri'it. Thoill I tlloighi it, should b 1) aI, Ulifieid So now I
guess, We w are li~l ly

Sollator (;oltli. 'I hat, is hie, Tile actioll of the Collgross hist Yor
i iiot, solely reltOlsihle for I'lhe lrodivlillolI, we a're inl.

\Vo woild haie 1)0 ill it, si iiilar prodl ililIeil C if tho Congress had

n1ot, I)RS.8,ed t1e aVC 1,1d Ii think Mr. S41ti We l l agree O iild
1 11 Willing to forget, the subj'et, if you avre.
Mr, STANS. 1. lhill:k th iuobloIll1is how (to we fillance What we

ouit~ted oillSlves last, yoliv to do?
Sellator (Oitlu. 'TPhe oprl in is not, only final ancinl tile col liii)t'ineiiIt's

already alelh, lut, ,lie probll is llso to irovide for iqjl)orionlient,

ill order that, ti highway programs. eoilinUe. Aiid in thit, eOliliect ion
I 'aised 511O quostioiis with Mr. Tiialhti, y this liiorliikilg,4 to whell lh
progranmiwllii be co ieloted. My tables of celculation n1ow inidicate
tlhat Clio highway Syste 0 i1 will ll)0 (e coliheted 1ii(h'r the lpl'ohpiosod
program until 1977. )o you agree with that, Mr. rllaniy?

Mr. TAIJAMY . Ihat is pretty close to tho thing, yes. 1 thilnk 1
would agroe to it, letweenn 1976 and 1977.

We will split the Year and then I will a, gr with you.
Sonlator (Goiu. Wt)e won't fuss alout. thit. Mr. Stllis, ]I find that

ill your testimony before the Hi ouse thot, you 'OmO illflindod the gasoline
tx as being not, only the easiest Way to collocit this Illley, llaybo I

should sa4y to oxtrtI, it, but the most equitable way. N(;w how did.
you arrive it., t Federal sales tax on gasoline which is already the,
heaviest, taxed essential comoylno ,, in some States leing. taxes 100
perceIlt, of the refinery cost, is aln equitable tax?

Mr. STANS. It, follows tile priucipl which I believe the Congross
has eiiiiimiated and aliplied iil tho l,)ast that the users or tile benei0-
ficiahries of a special service of Govorumont should lipay for it,.

Now, granted there ire studies undlerway whici will dotermino
more precisely who the boneficiaries of tho FAO)dlal tligwliwty prograO l
are, in the inantino the Congress itself hits selected tile gasoline tax
ts the One ill le first, place. I

Senator (Gom. Because f-ongrls levied some tax oil gisolile
I Nwouldl't think that could be used as tfl argument that 'it should
be increased ad inifinituin.

Mr. STANs. No; and I would agreo that thero is i limit of course.
This was a considered judgilento in tle executive branch after a treat,
deal of study on tile problem, and it was recommended as teing
the most practical an(d tle most equitable solution to the financial
difficulty we are ill.

Senatr LONG. May I interrupt at thlat point?
SellitOr G OUI],. Y S, Sure.
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5 S01110to1 I 4NO. NI r. Sta11, tlits is a1 mantteolii 1 W14 10(1l~e t'o nmke
oil('1t0t -)rl0YUC~~ iie. 'iIt 11, ipwy I)eol1 Ily poSit jolt,

('(011 Whl en ot t li) this htighwaty prtograiil, tllt 1110o eX-ise tix oil
no0w 1t1oittlbiOH a110I 1118( oil Iltt;IllobiIO pats~ ShIolild be coitsider-ed
illt the 811118018 o ll IN us glivollIe tax, ail exciso talx onl highway tIers.
'fTat, wits iTotj tio prevaiiliitg view of thel ('oztgress. I voted against81
tile wlItolo pr1ogI'atl), becllso 1 felt, it, Wais 11111Holu Co look( 111)01 0tlly
tie tax oil gusolill tt boNinelg at tnlx oil highway iisei's Wvhtei I thought,
thes 1050 or fell(W t' ilit 114) o f1110 l c1110 'aegoly.

(Cal itl see Home 011 o 'iv to diitit J)osi 411, flint, II lose 1are also exc(,ise
taxes oil hliglWUI iHeIs

NMr. SPVANH. f Ititve 11tt lltIelY b('011 111)10 to See logic ill Chalt,
positiotI, 1)1 tic1ilataly fromi1 tho s1tt(11)oilli1 of'l l1t progrll lin 1( I' will
toil Yolu NVI1.V T'I'11 ~il t ItttlIobi 108 exist (1 Its on1e of thle o'x('is
1txs wvil Mvlicit We fnit 1100 ti to (4,overnmnt bof~eoro e ll ightway pro-

gt'll1itt 0111110 alt to bvi tig. We halve it WW1I11 collect olt froml e Xcise) IIli xe
of, Soll~ ioding 111( 8 Or' 9 blion1(1 dolhritISI yell 1 dit l eill~l1 ' IN 1008811
plitt] itt vurv11W lit, oil all ti to things tito (oveltt trio! it, does.

So01111 .or M T O1 IIwold( like o hi'beltk it Iitei'e jlist, to slly that lat,
the 811l11o lille we Were (10111 I, It lis, xv il *You haive oiescii 0,t to
pri111m t', theo Ncoltdiltry , 1111( Il lI'bl)I igitwiys wore financed oil(, of'
die0 genetiti fund(..

'so if We it40 1 M111g t~o go) hack, wO itoed to go buc.(k b)0111 wiIVs.
TV,'. SPIA NS. Yes, WO WOIIIli, bitt fite 611tto the 1tigltfvayI 11111d1 WItH

(eoifted, t-here Wer o me 8 010eXIStili v eterl funtd taxes tildt Wore0 t'llIs-
for'ed I(1 the htightway ftltn. T1h t highily 11111(1 wIit ot, filtlillie

oltily y]ow taxes, olly 11, po'tiort of' it.
Noiw tite Irol'olit, Seniaot', iS Simll)ly' 0110 Of ti10 I-OV'11i051 titat 111t0

coit-Ty iteeds to carry (o11 it's ucfiViioes. The sitllo logic 111111, Wolld
argue tht Ilte flltIttol~ ilo excise Ilx sh1ul11( 1 run't~sfer'i'd to fieh
Iteitelit o all IttoiloIilo 1180)1' would 1a1so b)e app Ilicab.le to trant~sferrinig
tihe tax oit oleci'ic aplpliatllcos to the bllefit of 0111108 users oi- titlo tiX
011 101)1100 or' liqutor.

Senar10, 1 N0l. 1 fore is 1t10 poiitt 1 had1( ill indt, Mr'. Staits. At, di
tulli e o t, 1111 chtis 1ii) and~ Voted anl fldlitioll ttox Oil girsolitie, I VONA(
agI0st tite fl(ditional tafx onl garsolinte and1( I voteol algaintltte 4'Oil-
ferettee i'0pl)Oi' N~rhtoti tilat tax wits addeol 11,0 flhta at the 111 it, llt
over fr'omt tho iouso, becauseiN it seetitool to 1110 Cht we ha~d certaIll
taxes thlat, We had1( r1egalrdod its tonhllay taxes to begin Witill at, thte
161110, Chat toy wore onltotd, taxes wiih were to be takeit oflf Iac th
firt,~ 0ippot'tjltilt, and1( it seotiieol to mne its tItotigi it Would be falit',
pltrt'icuhlarh ill view of the favt thatt ill year's just, itinedititly pi'eced-
Ing we liad titketl off abloult $9 billiont ill tltXes, to just txl'nfl' these
taxes wItich had b)001 r'egard(ed1 118 tomeitl r~Ity ill 5011111 respect's, ilt
addition to s0111 of tile otiter taxes we were i~)lttting into the fund, if
thlat wore title case we wouldn't have had1 to Pult the first I pennly
of additional. tax onl gasolille.

Of course, ovenl thten thle fuitnit ill tile fund wouldi greatly exceed
tie amount that its used for highways, attol there could 6e some
r'0(hctiot of sonme of these excise taxes, pltrticillat'ly o11 automobiles,
Which most people semn to feel we 8110)11(1 deal withll fir-st,.

Now if we adjust, it, Chtat wily, we would have ptlentty of money to
look after all of outr highways. Now when yoi are looking utpon 'this
thingg as Just a mnatter of s aying that thle* Governmient, is short on
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revenue, I personally would prefer to give you revenue in some other
connictions or oil some other tax bills, which I am not proposing here
but I will propose later on.

There are other ways I. would propose to vote for the Government
to get additional revenues in preference to this gasoline tax. I was
just asking you if you could recognize that a tax on new automobiles
is just as much a tax on a highway user as a tax on a tire or a tax on
lubricating oil or a tax on gasoline.

If a man is not using the highways he is not going to have the
automobile. That is the only purpose he could buy it for.

Mr. STANS. As I say we have a great many exc.ise taxes and the
minute we start to earinark the use of those taxes for specific purposes,
we will be using the cost-meeting tax for some purpose or other, afl(I
the same logic applies.

Senator LoNa. But the point is that you suggested to us that this
program should be taxed, should be financed by excise taxes oil the
user of the service.

It doesn't seem to me as though you can have it both ways. If you
want to finance it with an excise tax on the user of the services it
makes just as much sense to take some excise tax that we already have
and apply the revenue from that to the service, as it would to levy
an additional excise tax on the same user of the service.

At least that's how it seems to me.
Senator GoRm,. I agree with your statement that earmarking is,

illogical. It is without rhyme or reason. But it was the recommfen-
dation of the Administration, the former Secretary of the Treasury
Mr. Humphry, that this fund was created and certain revenue ear-
marked for that purpose. i[ agree with you that it is senseless, but
in any event the administration recommended it. Now I notice you
say in your testimony that:

Here is an area in which I believe you anl reasonably well isolate the benefits
that come from the highway program'to the people who use the highways.

Do you seriously maintain that?
Mr STANS. I made the analogy before the House committee of

the postal service. I think there is a reasonable parallel here. The
people who use the postal service do so at their request and they should
pay the costs of it.

Senator Goumi. You are aware that then President Eisenhower
recommended this and General Clay recommended this program as
being necessary for national defense.

Mr. STANS. 'All I can do is plead the fact that I have no familiarity
with the events at that time.

Senator GoRn. Do you think now that the tire industry benefits
from development of improved highways?

Mr. STANS. The tire industry?
Senator GORE. Yes; Goodyear, Firestone.
Mr. STANS. I am sure the users of tires benefit from improved

highways.
Senator GORE. If better highways bring more travel, more con-

sumption of tires, don't you think that would make Goodyear and
Firestone bigger and better?
I Mr. STASTs. I suppose that factor would tend that way. I (lon't
want to be facetious but I suppose good highways make tires last
longer, too.
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Senator Gou,, It may increase the speeds and they may not last
quite so long, if we get into that. How do you relate the benefits
which Goodyear and Firestone would derive from highway improve-
ment to a tax on gasoline. It is a little farfetched; isn't it?

Mr. STANS. I'm not sure how I can answer that, Senator.
Senator GoRit. It is a little farfetched. Now, let's take General

Motors. Do you think that the automobile industry will benefit by
the com pletiol of this highway program, both inter rstate, primary,
secondary, and urban.

Mr. STANS. Over the long run I am sure that the industry would
benefit.

Senator GORE. Then how do you relate that benefit to them to an
increase in the tax which every man who buys a gallon of gasoline
must pay?

Mr. ST'ANS. Senator, that is a study which the Department of Com-
merce has underway.

Senator Goi, Put you preempted the stu(ly. You said this is
equitable. You have just said here on page 172:

Ilere is an area in which I believe you can reasonlably well isolate the benefits
that come from the highway program to the people who use the highways.

I have asked you to isolate the benefits to General Motors, to Ford,
to Chrysler, to Pirestone, to Goodyear, to the oil industry itself. Your
argument just doesn't stand up.

Mr. STANS.' Senator, I think you can find indirect benefits to the
economy in a great many ways in this program.

Senator GoRE. So do I.
Mr. STANS.. But I think it is provable by experience that the high-

way user, the individual who uses the highways regularly, is a very
great beneficiary and has much lower costs by reason of using the high-
way of the type that we are building in tiis system. Ttlat is why
trucking companies and others use toll roads, because they are still
more economical than the other ways that are available to them.

I don't think it is too debatable that the user of a car benefits very
greatly from the use of a highway, a superhighway system.

Senator Gonit. So does the manufacturer of the car?
Mr. STANS. That doesn't make it inequitable to charge the tax to

the man who uses the highway, and that is what I said was my
judgment.

Senator GomE. I think it is inequitable when you expect the people
who must earn their living by using the highways to pay then on the
same basis without any respect whatsoever to ability to pay, particu-
larly on an essential commodity that already, in some States, bears it
100 percent tax. So far' as I know, the only luxury items are liquor
and tobacco that have sucl a tax as gasoline already bears. Tis is
unfair.

It is highly inequitable. Yet you describe it as equitable and say
you can reasonably isolate the benefits to the users of the highways.

I reject that. But even though that be true, and even though we
accept that philosophy, the highway user is already paying $1,600
million in excess of the amount this year that is being used oi highways.
Then how would you justify that.

Mr. STANS. He is paying it as a taxpayer. That is part of our
taxation system. So are the users of a great many other taxed



:10XiIGIWAY REVENUE ACT OF 1959

products Now, if thi get's into tho questioU of the equity of tihe
whole tax system, 1 ti111 very well we might all ha, V a groat many
i(1ea Oi thit.-i,

Senator (oluil. I did't' raise it. You aro the man who said thisw-Is e(Illiitble

MIr. STIANMS, I said ill my 0l)itlio..
Senator (ooa,'. You itit'roducod thie subject.
Mr. STANS. I said ill Itty opinlioll it wits Oquitalo, all ititfortuiiilitely

the SQil)tor (istgr(oos With Ine.
Senator (lo,'t I. think it, is hig lhly inequitable.
Sonlaltor I on'. I lore is a question I. wanted to ask along thtat line.

While I have booln oi tiffs cotniiit,14t0 this has bWelt il line With th1
adluitlistration's recomineudatiol, we hat1ve voted to ro(u(Ce taxos on
a great li'tUI),r of thtitgs, atiI. voted for it considerable nunil)er of
those, 1111( I alit not i tore to criticize tire adhnittistration for making
rOVoiniii etdations for tax re(uctious wilre it bolievos that tly can
be lustfitiled anl supported.,ItUt . will try to j)iek out two. As 1 did vote-.l am one of those
Senators who voted folr this divi(end credit of 4 percent whien it caime
through,. I don't see how .I can justify a vote oil the 0110 latl to
roduc( taxes on those who draw dividends and( then turn around on
the othor hand and vote to raise the tax on gasoline, because it would
seem to me that by doing tlat, if you just compare those two, one of
them is at caso of reducing in the nain taxation on persons better able
to lpay 1111(d getting that money back a few years later )y raising taxes,
which in niany instances fall o n people who are not nearly so Well able
to pay.

'thel thollghit just occurs to inc that if the highway users should pay
excise taxes 'stifliCien t to pay for all theo highways? we ought to take a
look and see what they 'ro paying. trity aire already saying far in
excess of the amount of excise taxes required to finance the highways,
that we should not increase the tax burden on the highway users any
further, that is so far as the excise tax program.

I am not trying to argue with you but that is just my view then and
I hope you recognize that there is' some equity on the part of these
users who are paying fax more than it takes to finance the highways
when we have seen other taxes reduced.

We have to come back and increase taxes on them.
Mr. STANS. Senator, all I can say is that I assume Congress con-

sidered all these matters when it imposed the original excise tax on the
sale of an automobile for general revenue. That became part of the
revenue-raising system of the country, along with taxes on electrical
devices and beauty products and luggage and a great many otherthings.

Senator LONG. Of course that was done at a time when the highway
program was financed out of general revenue.

I believe that was also done in wartime, wasn't it? Wasn't that
part of the wartime taxes? We were going to have to put on some
excise taxes in time of war and we hoped we would be able to take
them off after the war wag over.

Mr. STANS. I understand it was increased during the Korean war.
I don't know when the tax was originally imposed.

Senator LONG. Didn't it go on during World War II?
Mr. STANS. I think it did, sir.

'60
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The information f have in t;he table before me, m ir .........
Senator 1oNo. My understandirig is it starti)d in 1932. It was

heavily increased in World War ii. and at the time of the Korean war.
PFrior to that it was not earmarked. Th.n you caine along and said
that was earmarked nomney, earirarked certaiin highway user taxes to
finance the highways. it seems to me if you say "earmark certain
highway user taxes" it seems to be just its well to earmark certain
other highway user taxes to go to highways.

If balaiieing the budget, which is your problem, we coudl( meet this
problemm by raising one tax just as well as another. That is my point.

Mr. S'PANs. I agree I am very seriously worried about balancing
the budget.

Senator Gonmq. Mr. Stans, you have told us today that the budget
this year in all probability is going to be unbalanced.

Mr. STANS. 1 am afraid that is the c(ase.
Senator (Goamu,. Whether the budget is balanced or unbalanced,

the highway programs whiich we are paying for around the world wili
continue under your policy, but our own program comes to a dead stop
unless we impose upon every man who buys a gallon of gasoline an
additional tax.

Is that a correct statement?
Mr. STANS. Or unless we find some other way of financing this sys.

tern.
Senator GoRw. Well I intend to find some other way. I intend to

give the Senate a couple of choices, and I will be glad to comment on
that in just a moment, but meanwhile 1 would like to read to you and
to the chairman of the committee, I am sure le will enjoy it, a proud
announcement that the Government made on July 7. This appears in
the New 'York Times. It announced a great accomplishment:

The United States announced today that it was willing to give Burma and
Burma was willing to receive---

Senator LONG. Burma has made a concession. They are the ones
who refused to take it for a while. They are the ones who gave in.

Senator GonE. I read this to the very estimable Senator Russell
of Georgia, and he said:

So 1Burma was willing to receive up to $37 million of economic assistance in
the next 4 years. This. meant Burma had reversed :hersix long refusals to accept,
aid as a gift from the United States. She asked the United States to suspend all
aid in 1953.

I will not read it all. This $37 million is for a highway in Burma,
and as the chairman has just said, these will go on around the world,
be the budget balanced or mnbalanced, but our own highway program
is going to stop (lead still on October 1, unless we can extract another-
tax from every man who buys a gallon of gasoline. Now would you
classify that as equitable?

Mr.' STANs. Senator, you are asking me to debate with you on the
validity and reasonableness and propriety of our whole mutual
security program.

Senator Goicu. Oh, no, I am not. I have supported your program.
I am not asking you, I am not raising the question of whether this is
a wise exienditure. The question I am raising is that you are making
a stepchild of our own defense highway program.

You are putting our own, highway program secondary to highway
programs around tbe world.
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Just let ine list some of them.
Under mutual security included in the present fiscal year there are

obligations of $1.92 million for highway construction i) other countries.
Under the iDevelopment Loan 1Fund, commitments have already

been made of $220 million for transportation and communication and
they have under active consideration at this moment $350 million
more, more than the 1 cent gasoline would raise for the remainder
of this fisCld year.

The World Bank has loaned $325 million for highways. The
Export-Ijp)rt Bank, $241 million.
Maybe we ought to make Senator Byrd's 11irhway trust fund

eligible for a loan frora one of these agencies. Wiat would be the
reaction of the administration on that?

Mr. S'rANs. Senator, I think we are confusing two different things.
Senator Gowi. No; we are not confusing them. I am comparing

them.
Mr. STA8'S. I would like to say this: Certainly no one here from the

administration, and no one in this room would believe that we should
not go ahead with our highway program. The problem is how are
we going to pay for it.

Senator Goe,. Then how are we going to piy for these others?
How are we going to pay for this road in Burma?

Mr. STANS. That is part of our budget problem as well.
Senator Gom. But you are going to let it ct-ontinue but you are

going to stop) our own highway, program (lead still October 1.
Mr. STANS. Senator, we have a law that says it shall stop (leadl till

October 1 unless something is done about it.
Senator Gows,. And what do you propo to do about it?
Mr. STANS. We propose to increase thie revenues in the fund.
Senator GoiE. Increase the gas tax?
Mr. STANS. That is right.
Senator Goue,. Well, now, I propose a substitute. I would like to

have your comment. I propose either one of two; I would be satisfied
with either:

One, I propose to save 1 percent of all the appropriations except
those statutory requirements that the Congress makes to the general
fund in the first session of this Congress, and transfer such an amount
to the highway trust fund.

Now, what would be the choice of the administration, to save
enough from other expenditures to continue our own highway program
without additional Federal sales taxes on gasoline, or would it prefer
to spend the money, all the money appropriated on the other pro-
grams, and then levy an additional Federal sales tax on gasoline?
Which would be your choice?

Mi'. STANS. Senator, I would like to answer it in this way: If the
Congress has any way in which it can save money without injuring
the programs of the Federal Government, I would like to see it saved.

I think that is not inconsistent at all with levying an additional 1-
cent gasoline tax to continue, the highway fund on a self-supporting
basis.

The administration, I am sure, would not support the idea of re-
ducing other expenditures and applying an equivalent amount of
revenues into the highway fund.

Senator GoRe. Then you would oppose that?



HIGRWAY REVENUE ACT OF, 1095 9

Mr. STANS. 1 believe we would.
Senator Goti. And you are speaking for the President in so

stating?Mr. STANS. I have not had an opportunity to discuss this with the
President because it caine to my attention after lie left the country,
hut I am qutie certain that that would be his point of view.

Senator GoiuE. I shall not question that.
,.Now, in case the Senate or the conunittee does not ac.ced(, to this

ChOi(Ce, I shall thon offer another about which I will be glad to have
your comment.

11hie Treasury testified this morning, or maybe it was Mr. Tallamy,
that the i-cent gasoline tax for the remainIder of the fiscal year wouihi
proc(ue revenue in the sum of $333 million.

The Tre,sury Department has informed me that a (peal of the
4-percent div( lend credit would produce revenue in the sull), of
$335 million.

Now, which would the administration prefer, a (losing of this loop-
hole or the levying of an additional tax on every gallon ,of gasoline?

Mr. STANS. 1 think the Secretary of the Treasury could give you
a much better answer on that than 1, could, but in his absence, I will
say that I think the administration believes that a.y consideration
of changing the dividend credit or any other tax changes ought to
be considered as part of the general si-u(iy of our tax structure, and
should not be )rought into consideration of this problem.

Under those circumstances, we would favor the i-cent increase in
the gasoline tax.

Senator Gomt. You don't think that an additional tax' on gasoline
should be a part of that study, either?

Mr. STANS. It will be a part of the Commerce Department's study.
Senator GOnE. But you propose to levy it now and study it later?
Mr. STANS. Yes; we do.
Senator GonE. Now. suppose we repeal the dividend credit and

study it later?
Mr. STANS. May I point out that the House has already voted for

the i-cent gasoline tax.
Senator Goun. And the Senate has already voted to repeal the

dividend credit, and they shall have a chance to do so again.
Senator MCCA'RTHY. Will the Senator yield to me?
Senator Goni. Yes.
Senator MCCATHY. I note from the testimony of the Director of

the Budget that whereas he talks in the last paragraph about the
study to be made in 1961, at the same time on page 4 he recommends
that the 1.5-cent tax be extended for 5 years.

Mr. STANS. Yes; that is what the administration recommends,
Senator. * .

Senator MCCARTHY. Why do you recommend 5 years, and then.
say you want us to hold up until we can get your report in .1961?

Mr. STANS. For this reason: It is necessary to have legislation ex-
tending over about 5 years in order to provide the foreseeable receipts
in the trust fund over a period of time that is necessary in order to
make apportionments this yeyear. It just happens that
the medianics of the law and the formula under the Byrd amendment
so requires.
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Now, the House has proposed to increase the gasoline tax for 2'
years, and to tinsfer revenues for another 3 years.

Senator MCCAnTIIY. The diversion of the excise tax collected on
automobiles would take care of that problem. This is proposed in
the House bill. 'It extends for at least 5 years.

Mr. STANs. That is correct, and the administration has said and
the President has said that lie does not believe that the diversion of
taxes is the way to deal with this problem.

Senator MCCARTHY. You don't think that that -is the answer over
the 5-year period, lit)1 you think the extension of the gasoline tax,,
increase it for 1.5 cents a gallon for a 5-year period is all right, although
you say you are going to present some kind of a report early in 1961
dealing with the equitable distribution of the tax burden.

Mr. STANS. Yes, by 1961. we will have a report with all that analysis,
and if the law then is'inequitable, the Congress undoubtedly will make
appropriate adjustments.

Senator MCCARTHY. Could not those recommendations take into
account the diversion of excise taxes on. automobiles just as well as
they could take into account the 5-year extension of the 1.5-cent
increase in gasoline taxes?

Mr. STANS. I can't anticipate what the recommendations resulting.
from that study will be, Senator.

Senator MCCARTHY. Neither can 1.
Mr. STANS. But if I may go back to Senator Gore, . am sure that lie

is interested in further views with respect to his first proposal.
Senator Goaim. I am.
'Mr. STANS. I have not had too much time to study it, but -we have

had other efforts in the past directed at reductions of expenditures,
generally.

To reduce expenditures broadly across the Government, produces a
great many difficulties, a great many problems that are much more.
serious than simply the matter of secon(l-guessing the Appropriations.
Committee.

The bill itself recognizes the need for some exceptions, which is,
interest on the debt, veterans compensation, and pensions. There
are a very great many other expenditures of the Federal Government
that are fixed by formula, or by demand, we will say, in which a
1-percent reduction just isn't feAsible.

Senator Goi. Of course, a 1-percent reduction of the appropriation
bills.

Mr. STANS. I understand that.
Senator GomE. And I agree with you that it creates problems.
Mr. STANS. I might point out a 1-percent reduction in the appro-

priation bill for the Commodity Credit Corporation wouldn't save a
dollar in the expenditures of the Federal Government because we are-
committed to buy under the price support formulas to the extent that
these crops are tendered to us.Senator GORE. I have contemplated the problem which you discuss,.
and I have conferred with numerous people in Government agencies,
including the General Accounting Office and the Bureau of the Budget,
your own agency.

The General Accounting Office, after several days of study, just
today reached its own estimate that my amendment would save,
$540 million, which is a little in excess of what the highway trust fund.
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needs for this fiscal year, and in reaching that estimate, I asked the
GAO to take' inf6" 6nsideration theso statutory requirements these
irreducible formulas to which you have referred. '

1 recognize that it creates a problem but this would not be; the first
time that a rescission has been made by the Congress. Obviously it
creates problems. This gasoline tax creates probl'is, too.

I got into a taxicab the other day to come to the office. The taxi
driver, whom I never remember ' having seen'before, for some reason
recognized me as the junior Senator from Tennessee, and lie pulled
off to the side of the street and stopped, and turned around and
thanked me for fighting a further increase in the gasoline tax.. He said:

"I have to make a living with this automobile not only for myself,
but for my wife and for three children, and Y am already paying
about $300 a year in taxes on gasoline. Please fight the 'H' out of it,"
he said.

So both these things create problems.
Mr. STANS. Senator, I am not discussing this in terms of problems;

I am trying to discuss it in terms of dimensions. I am sure the
Senator is interested in this.

Senator Gon.. I am.
Mr. STANS; It is possible that a 1-percent reduction in authoriza-

tions to spend applied to such items as procurement and construction,
and in some areas of personnel, would reduce appropriations for the
year. There is no question about it. And it might reduce the ap4

propriations, conceivably, as much as $400 million or $500 million.
But, Senator, I can't conceivably find any basis for thinking you

could reduce the 1960 expenditures by this process, for the simple
reason again, as we discussed this morning, a great many appro-
priations for construction and so forth don't result in expenditures
for another year or two or three, and if you reduce the appropriations
for those items, you don't save any' expenditures then for a year or
two or three.

Senator GORE. Of course, I know We' have expenditure budget,
a propriation budget. I am talking of the balance of the budget
that the President presented.

Mr. STANS. Then we are talking about expenditures.
Senator GORE. Then there is also the problem of what is a balance

.of the budget. Now, if youl give jne my preference, I w. ld want
4o regard he construction Ofda hydroelectric dam or a new Federal
highway as an investment in the future. I don't think it can properly
be treated in the same category as a contribution to Syngman Jihee
or Gen. Chiang Kai-shek on Taiwan. One is an expenditure from
which we get no immediate return, tangible return; the other is an
investment in a facility that will add to the wealth and enjoyment
and income of the Nation for decades to come.,

'So if we geot into the discussion of what is a wise budget and what
is a balanced budget, 1. think we would need to revise our consideration.

For instance, under your kind of--well, I won't say your kind.---
under the accepted system of Government bookkeeping the Govern-
ment has no assets and can make no investment. So I think we would
open up a great big, not only theoretical but practical, discussion if
we start discussing the nature of a budget.

I am trying to save enough money from other appropriations to
finance our own highway program, and without contributing to the
unbalancing of your budget.
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