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HIGHWAY REVENUE ACT OF 1959

FRIDAY, SEFTEMBER 4, 19569

U.S. SenaT,
CommirTeE ON FINANCE,
‘ Washington, D.C.
The committee met, pursuant to call, at 10:10 a.m., in room 2221,
Nequ‘»:.ienute Office Building, Senator Harry Flood Byrd (chairman)
residing.
P Present: Senators Byrd, Kerr, Frear, Long (Louisiana), Smathers,
~Anderson, Deuglas, 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 Cuatrman, The committee will come to order, (
We have for consideration title I 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 cortain adfustments in the
Federal-aid highway program, and for other purposes

TITLE II—INTERNAL REVENUE CODE AND HIGHWAY TRUST FUND
AMENDMENTS

SEC. 201. TEMPORARY INCREASE IN MOTOR FUEL TAXES, ETC,

(a) GasorLink.—Bection 4081 of the Internal Revenue Code of 1954 (relating
to imposition of tax on gasoline) is amended by adding at the end thercof the
following new subsection:

“(e) Temrorary INcrBASE 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) Dipser Fuun anp 8pecian Moror FunLs.—

(1) ImrosirioN oF TAX.~—Scetion 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) Temrorary INcreasmEs IN Tax.—On and after S8cptember 1, 1959, and
before July 1, 1961-— .

“(1) 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
conts a %nllon, 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) TeouNicAL AMENDMENTS,~—The second sentences of subsections (a)
and (b) of such section 4041 are each amended by striking out “in lieu of
3 cents a gullon”.

(¢) Froor Srocks Tax aAND Rurunps oN GASOLINB.—

(1) Tax—Section 4226(a) of such Code (relating to floor stocks taxes)
is amended by adding at the end thereof the followng new paragraph:

“(b) 1089 TAX ON ASOLINE.~—On gasoline subject to tax under section 4081
which, on September 1, 1959, is held by a dealer for sale, there is hereby

v p
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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 PAX.~—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 sucn time after November 30, 1959, as may be prescribed by the
Secretary or his delegate”,

(3) TeEcHNICAL AMENDMENT.—Section 4226(c) of such Code (relating to
definition of dealer, ete.) is amended by striking out “section 6412(n)(3)”’
and inserting in lieu thereof ‘‘section 6412(a)(4).

(4) REruNnps.—Section 6412(s) of such Code (relating to floor stocks
refunds) is amended by renumbering paragraph (3) as paragraph (4) and by
inserting after paragraph (2) the following new paragraph:

“(3) GASOLINE HELD ON JULY 1, 1961,—Where before July 1, 1951, any
‘gasoline subject to the tax imposed by scetion 4081 has been sold by the
groducer or importer and on such date is held by a dealer and is intended

or 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 Seccretary 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 ggaysoline 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) CrEpITs AND REFUNDS.— . ] ‘ ) '

(1) TAX PAYMENTS CONSIDERED OVERPAYMENTs.—Section 6416(b)(2) of
such Code (relating to special cases in which tax payments are considered
overpayments) is amended— : I

(A) by striking out “at the rate of 3 cents a gallon” each place it
ap%)ears in subparagraphs (H), (I), and (J) and ingerting 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 (H) and
ingerting in licu thercof “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 licu thereof the following:
“at the rate of 1 cont a gallon whwere 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) GGASOLINE USED FOR CHRTAIN NONHIGHWAY PURPOSES OR BY LOCAL
TRANSIT s8YSTEMS.—Subsections (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 50 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) CorLucrion or Gasoning Tax ar WHornsaLg DISTRIBUTOR LEVEL.~—

(1) TREATMENT OF WHOLESALY DISTRIBUTOR A8 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 PEFINED.—Section 4082 of such Code is
amended by adding at the end thereof the following new subsection:

¢(d) WroLESALE DISTRIBUTOR.—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
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0;‘{2\ is registered and bonded with respect to the tax imposed by section

Such term does not inelude any person who (excluding the term ‘wholesale dis-
tributor’ from subsection (a)) is a producer or importer.”
(3) Errecrive pAaTE~The amendments made by paragraphs (1) and (2)
shall take effect on January 1, 1960.
SEC. 202, TRANSFERS TO HIGHWAY TRUST FUND,

(a) TRrRANSFER. --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 the 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
subscetion (a)(2) (tax on pagsenger automobiles, ete.) 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
unde,r’ each such subsection had been 5 percent in licu of the applicable
rate.

(b) CONFORMING AMENDMENTS.~—

(1) CLerICcAL AMENDMENT.—Paragraph (4) (as renumbered by subgection
(a)) of such section 209(c) is amended by striking out “paragraphs (1) and
(2)(;’ &ag}l place it appears and inserting in lieu thereof “paragraphs (1), (2),
an .

(2) %‘Loon $TOCKS REFUNDS.—Section 209(f) of the Highway Revenue
Act of 10956 (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 SPOCKS REFUNDS ON GASOLINE.--The Secretary of the
Treasury shall pay from time to time from 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 Cuairman., 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. TaLuamy. 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
(S)n the so-called ABC systems, and 8,500 miles on the Interstate

ystem.

The total cost of this work, including en%ineering and right-of-way
ac uifliti(m, is $12.4 billion, of which $8.7 billion represents the Fed-
eral 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.

_This act, being in part an antirecession measure, directed ap-
portionments for %scal years 1959 and 1960 which totaled $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 & 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 gy providing a temporary
" increase in the Federal motor fuel tax at 1 percent per galion 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 allow construction to pro-
ceed on the Interstate System at a substantial though reduced rate
until calendar year 1961 when Congress will have the optportunity 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 " Ianninf. L ‘

-' Also, there will be presented a 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
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project now being conducted by the joint cfforts 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 Crammman. The Chair desires to welcome to the committee
this morning the attendance of the two Senators from Hawali,.
Senator Fong and Senator Long.

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

Mr. Tarvamy. 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 {act that in 1958 we were directed
to proceed with apportionments in excess of the amount of the trust
fund to liquidate them.

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

Mr. TaLnamy. 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 Cuamman. Had 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. Tanramy. That is correct. :

Senator Gory. 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. Tanvamy. Maybe T misinterpreted the question.

Senator Gorue. It would be only partially true.

Iixcuse me, Mr. Chairman.

The Cuarrman, 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 oxist.

Mr. Taruamy. That is correct, as I see it, Mr. Chairman.

The Cuairman. 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. Tarnnamy. That is as T understand it; that is correct.

The Cuairman. This is resisted all over the country, according to
the mail I received.

Mr. Tavnamy. I understand it that way.

46814592
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The Cuarrman, Are there any othor questions?

Senator Dovanas. Mr, Chairmen, are wo going around in sequence?

The Cunarrman. Senator Korr,

Senator Krrr. That chango in the program was directed by the
Cougress and signed by the Prosident, was it not, Mr. Tallamy

Mr. Tawnamy. It was, ‘

Senator Krrr. And it is just as much the law of the land as the
othor provisions had been prior to that change by the Congress?

Mr, Tauuamy. That is correct.

Tho Cuarrman. Did the President approve of the susponsion of
tho pay-as-you-go amendment?

I\Iﬁ Tanuamy, 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 Keri., He didn’t indicato that he thought—is the Govern-
mont 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. Parnuamy. No, sir,

Senator Kenrir. Does that situation prevail with reference both to
tho interstate commitments and obligations and the ABC commit-
ments and obligations?

Mr. Tatramy. Yes, sir. ,

Senator Kurr. Is there a provision in the law as to priority between
the apportionments for the ABC system and the Interstate System?

Mr. Tanvamy. Yes, Senator, there is so far as apportionments ave
concerned.  But once a contractual obligation is created, then those
contracted are all considered with equal effect.

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

Mr. Tarnamy. 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. TarLuamy. That is correct.

Senator Kerr. What are the authorized amounts for the ABC
system? ‘

Mr. TarLamy. At the present time the amount authorized for fiscal
1960 is $925 million. No authorization exists for 19—1I am sorry, L
should have said for 1961.

Senator Kerr. Yes.

Mr. TarLLamy. And no authorization exists for 1962.

Senator Kerr. Now, has the 1961 apportionment been made?
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Mvr. Taruamy., The 1961 apportionments have not been made.

Senator Kunr, Against cibﬁor fund?

Mr, TaLuamy. Against either fund. :

Senator Knnn, V\%hat was the authorization apportionment for 1960
on the ABC fund?

Mr. Taruamy. $900 willion.

Senator Kurr., Now, the bill before us would make an additional
1-cent levy on gasoline sales effective, 1 believe actually in the bill
September 1, but for all intents and purposes, what date does the bill
carry for the transfer of the excise taxes?

Mr. Tarramy. July 1, 1961, calendar year.

Senator Kenr. Does that mean that there would be none of the
excise taxes referred to in the bill transferred to the Trust Fund for
another 2 years from now?

Mr., "Cavramy, That is correct. .

Senator Kunr, So that the moneys in the fund would not be
augmented under this bill in any amount except the 1 penny on gas-
oline for the next 2 years?

Mzr. Tanramy. That’s correct.

Senator Kerg. 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. Tanuamy. 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 1961-——

Senator Kuunr., 19617

Myr. Tarnamy. 1961, calendar 1961, the resulis of an intense study
on the dirvect highway user benefits, and also of the indirect benefits of
the highway system, and this study is not only predicated upon exist-
ing inﬁ)rmation, but is also dependent and predicated upon the results
of a test road which is now under construction and under operation in
IHlinois, and for which the Federal Government and the State govern-
ments and Friva,te industry are cooperating, and that test will give us
2 wealth of information to determine the direct user benefits of the
highway system as they relate to commercial use and passenger car use.

Senator Kurr. Is it your understanding of that divective 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. Tanuamy. 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 Kxrr. Is the 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. Taruamy. 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? o . :

- Mr. Tarnamy. I’'m sure that conclusions will be drawn so far as
the facts are concerned, but I couldn’t say, I douw’t know about
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pocommendations as to fuether taxes. 1 have no furthor information
on that,

Senator Kun. The divection for Tegislation i silent in thad vegard?

MecTannany, That’s corveet,

Senntor Kk, Thank you very mueh, M. Talluny.

Senator Byirn, The Chaie will recopgnize Sonntor Butler who musb
wo to the flooe,

Senator Burtur, 3 thank you, Me. Chnivman and membors of the
commitivg,

Theve is o live quorum eall, and then they ave going to immedintoly
ke up the oxtension of Public Law 480 and 1 gt go to the floor.
1 have heen requested by the two Senators from Hnwaidi (o hring to
the attention of M ’I“u‘h\my a letter that they have addeessod to
the chairmnn of this committee and the members ol this commitios
which, Mr, Chaivman, 1 would like to offer for the purposes of the
vecord, and then divect two guestions to M, Talluy.

CMhe lettor veforred to follows:)

Munorannown
Huerwanwr 4, 10569,
Tor Chatrman and members, SBenate Finnnee Conmition,
Prom: Henntora Hicam b, Fong and Oven 16, Lo,
Re the Ko loralaid hghway progeam and Hnwabi,

Phe Federal-Aid Highway Aets of 1040 and 19540 provided for the eonstruetion
of & nationa) systen of highways within the continental United states nited
as (o total mitenge.  For all practienl purposes, the entice authorized mileago of
the Interstate Syatem now has boen used, Sines the onaetmont of the 1944 and
1086 aets, and sinee the desipnation of routes on the Interstate System, Hnwall
has bocome a Ratoe,

Prior to Hawaii’s admission (o the Union, the dnoguity of Huwail's eltizons
paying tax dollars frony which vo return was vocoived by way of a highwiy program
was recognized.  Lepislation was introdueed in the 83th Conpgress which prnvidm'
for n separate defense highway syatem for Hawadi,

Later, n conerete proposal for the development, of a highway systom was dovel-
oped by Territorial officinls and presented (o o subeomitteo of the House Publio
Works Committee which vigited Hawaii late in 1067, Gov. Willimn I, Quinn
has submitted a draft of (hat. proposal 1o the Bureau of Pubiio Ronds and tho
Departments of Taterior and Defense.

At the pregent, time, the Federal Governments is contributing 90 poreont, of the
cost of construeting an Interstato Bystemw, no part of which is located in Hawadi,
Fodoral aid 1o highways in Hawail is litnited to the Fodersl-aid primury and
secondary systoms, ineluding their extensions in urban arens (ovdinarily roferred
1w as the ARC program). It has been ostimted that the total amount of Foderal-
aid highway funds to be apportoned to Hawnil for tho ABC program for fisoal
year 1901 will be $4.3 mi\hmn The difference betweon this amount and the
amounts it is estimated will be apportioned to other comparable States is revealing,
ag shown by table € which appears on page 4 of House Report No, 1120, the report
of the Honse Committee on Public Works which accompanios H.R. 8678,

The State of Hawail should be given the same trentmoent as all other States.
The importance of adequate highways to the economy and to the national defense
is no less in Hawaii than any other State.  In fact, it is groater, ay ITawaii is one
of our grentest bastions of defense.  This equal treatmoent can be afforded in
either of two ways:

). Amendment of the existing law to provide for the designation in Hawail
of routes on the National System of Interstate and Defense Highways,

9. 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 Interstate System within the continental limits of the
United States.

While the interstate program is presently facing serious financial difficulties,
the program is well underway on a nationwide basis. It is urged that the State
of Hpawaii should join the accelernted highway construction program immediately.
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Lawlnintlon to provide b leash o temporary solutlon Lo the finaneinl difficultios
of thy Federal-ndd hiphway progran i or soon will he before the Bennte Rinpnee
Committen for (NlllM‘(l(!l’Mviml. It reupootfally recommaonded that, provigions
estending oynitable trentimont 1o Hawail by ndded o the panding leplslndion,
Hinam L. Fona, 1.8, Senator,
Onun 16, Jona, U148, Senator,

Sonator Buriae, Have you any plans in the Department of Publie
Rouds to ask Tor an smendmont that would bring Hawaii into the
Intorstate Systom or o suggzest thad they have a system of their own
with the samao 0010 mantehing ratio?

Mr, Tantamy, Weo have nothing definite at the moment, but o
number of studios hayve boon tundorwiy in connection with the highway
systom in Hawnii, and consideration has heen given in connection
with that study to the defense noeds of Hawaii, not the Tnterstate
Systent s sueh,

Mondor Burne. T brge this question up ot this time beeange |
holiove this is the only time that you will appear in a publie henring
in connoction with this matter before the elose of the session, and you
ent undorestand the naturnl desive of the two Sonstors from Hawsii
to havae somae information on the subject,

Me, Tantamy, Yes, siv,

Sonntor Burnsie, We nre nbout to levy o tax of 1 cotst a gallon that
will be paid by the people of Hawaii along with all other citizens of
tho United States, and they have no part whatever in the program,

I wantod the committoe to be copnizant of that fuct. 1 wanted to
ho suea that the Deparement was giving some thought to o hizhway
syatom separnte from the Interstate System to apply to Hawaii, or
that they would be slloented milenge in the Interstate System.

Mr. Tannamy. Yes, sir.

Senator Buruur, And that is being -

Mr, Tannamy., Wo have conducted studies of that situation in the
mst yenr, und no doubt they will be continued now that Hawaii is a
siate, '

Senntor Burner, And the Department will make definite recom-
mendations to this committee in connection with that study.

Mr. Tarvamy. 1 can’t answer that, That would have to—1
roport to the Sceretary of Commerce and he, of course, will have to
determine in the light of that report as to whether he would care to
make a recommendation or not.

Sonator Burner, And that would be the proper time 1 assume for
the Senators from Hawaii to further advance this subject.

Mr. Tarnnamy. That'’s correct.

Senator Burver. I thank you, Mr. Chairman.

Senator Byrp. Senator Frear?

Sonator Furan, Might I pass?

Senator Byrp, Scnator Williams?

Senator WrLniams. No questions,

Senator Byep. Scnator Smathers?

Senator Bennett?

Senator Douglas?

Senator Douaras. Mr. Tallamy, what was the annual rate of
e}(pendi;,ure on the Interstate System prior to the acceleration bill
of 1958? - -
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Mr. Taruamy. It was a variable rate, I will give you just a very
fow figures, In 1957, we spent $208 million.

Senator Doveras. You were just getting underway then?

Mr. Tavnamy. Just getting underway, and I am speaking of fiscal
yetrs. ‘The 1958 fiscal year, that increased to $675 million. In fiscal
1959 to $1,501 million.

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

. B?gbOﬁ‘AIJI.AMY. Oh, no. It was still increased further than that.
n 1960-———

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

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

Senstor Dovernas. When?

Mr. T'arnamy. And it would reach there in about 1961 or 1962,

Soenator Doucras. $2.2 billion. Now the 1958 act speeded this up,
accelerated it, did it not, because of the recession?

Mr. Tanramy: Yeos, it did. .

Senator Dovarnas. By how much?

Mr. TarLamy, By a total of $1.1 billion.

Senator Dovaras. Or 50 percent roughly.

Mr. TaLLamy, Yes.

Senator Kurr., That is not annually,

Mr. Tanramy. No, the total.

Senator Dovceras. What would be the annual rate of increase?

Mr., Tavnamy. 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 Doucras. Then that is roughly a 40 percent increase in the
rate of expenditure or authorization? :

Mr. Tavnamy. Yes, in that one year.

Senator Dovauas, They may not be synonymous of course.

Now may I ask this question. Was the system financially in -
balance prior to 19587 Would it have been financially in balance?

Mr. Tarramy. It would have had to have been financially in
balance.

Senator Doveras. I understand, but I mean would your receipts
have becn sufficient to meet the $2.2 billion of expenditures?

Mr. Tarramy, No, sic. We would have had to cut down the
amount of apportionmnents that we made to the States.

Senator Dovanas. What was the annual rate of receipts under the
taxes levied in the 1956 act? '

Mr. Taruamy. About $2 billion a year. '

Senator Dovaras. So that the surpluses which you had accumu-
lated in the earlier years would have carried you for some years over
into the future ang you would have had an approximate balance.

Mr. Tarnnamy. Exactly. '

Senator Dovaras, But then this $900 million increase or 40 per-’
cent increase has thrown you out of balance?

Mr. Tanramy. That’s right.

Senator Dovaras. Or will throw you out of balance?

Mr. TaLamy. That’s right. '
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Senator Dovanas. 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

eriod of about 9 months. I can see how you would taper off, but [
ave been puzzled by this claim that it means complete cessation,

Mr. Taruamy. 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. :

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

Mr. Taruamy. No, sir; it has no relation.

Senator Doucrag. 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 increasc them to $3.1 billion that you have to stop the whole
83.1 billion. Why can’t you stop the $900 million but continue with
the previous base of $2.2 billion?

Mr. Tannamy, I think possibly T should bring out, in ordoer to
clarify your problem, that under the existing legislation, the 1956
legislation, we would not have been able to apportion the $2.2 billion
which was authorized for fiscal 1960. We conld only have been able
to apportion $1.6 hillion without overdrawing the trust fund.

Senator Dovanas. Why is that?

Mr. Tavnamy, Because the trust fund would not have supported
the full authorized amount of $2.2 billion, not authorized by the 1956
act.

Senator Doudaras. Then insiead of cutting everything completoly
off, why couldn’t you go from $3.1 billion to $1.6 billion, and go at half
speed, which incidentally would be 80 percent roughly of the speed
tﬁat you contemplated prior to the recession? -~

Mr. Tarnamy. Senator, we could have done that, but the 1958 act
directed us to apportion the full amount authorized.

Senator Douaras. Can’t you direet the States to cut down on their
rates of expenditure?

Mr. Tarnamy. Well, T 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 Dovaeras. 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 %*ospcrity that one should dampen down the rate of expenditure.

hy 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. Tarnamy. No, no.

Senator Doueras. Are we running downhill with a loaded sled
behind us and we can’t stop without being knocked down?
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Mo Tarnamy, Tdon't think so, Sonator,  Let's look at it this way.
Waowore in what appearad to bow developing recossion in 1058, and the
Congrvss prssed Togiatadion telling us, for instance, o put $400 million
worth of highway work under the contraet, to do so by Decetbor 1 of
thid. yoar,

Sonntor Dovanas, And the administeation approved that?

Me, Parvany, Yo, and we did it, Now those contenets, sir, avo
finishing and we have to puy thom,  Now if the recession had extended
into this year, iCwould havo boon in conformance with the expenditure,

Senator Dovdnas, Can you submit tables on all of these mattor?

My Tarnamy, Yow, siv

Sottor Dovanas, Boenuwe it is vory puzeling, vory puzzling.

Mo, Taviany, 1w complicated. T will bo very happy to,

(the table vefereed to follows?)

Ilect of 1948 wet on Fedeval-aid highwaey expenditnyes
IR of dobliey)

M s e b e e e e AR ot b brees s 0d wehne (e i RAR Y i s s i

Exponditures daring fivent youe -
) . o] otwd
e 1R 10 L))
Regutar ABOC propram | e . Lo (1%} 1%} 0.9 (iX} Wy
Tttt ndor sec, JOREY per 180 we P . W ki 1.4 11 4.0
Rubtotsl ... . . .o . N b P ENG Y]
TN Bt neronsex, WL suspenston of see, ) ‘
A B wpeeta) fands (o, ) of 18 o) . N . W9 ] A
ABRC propayablo advanees goe, 2e) of 1R wet) .. A N N N
Intorstate . a R 4
Subtofal, A8 avt fereases L . R T A R N Bt
Total ovpenditnres ander 198 and WM aetx L oL K Lo & W R

Senator Dovarag, As to why you have got to call off these con-
tracts unless you get further taxes, 1t scoms to mo that the prior
taxes would enable at least o very large portion of the aceelevatod
program to be carvied out,

Do vou frankly think that you should earry out an aceolornted pro-
gram tn a period of -1 hesitate as to what to call this; it is not w reces-
ston  in a period of relative prosperity, even though there is high
unemployment?

It is o curions situation,

Mr, Tannamy, Senator, this isn't an aceelorated program; this is a
cut program,

This would be a cut program beeause the present authorization is
for $2.5 hillion for fiscal 1961, "

Senator Dovaras. Does this mean you can speed up this program?

Mr, Tavramy., No.

Senator Dovanag. But vou never can slow it down?

Mer. Tartamy, No.  Actually this legislation you are considering
will reduce the work from the authorized---the contemplatod rate of
$2.5 hillion to $1.8 bilion.  This legislation actually cuts the 1958
act from $2.5 to $1.8 billiun for fiscal 1961,

Senntor Doveras. That would be an advantage, if any tax is
levied, that it should he a short-run tax.

My, Tavramy. And that is what this proposes.
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Honator Dovdanas. You aro nol insisting on o 3-yoar tax?

Mur. Tannamy, 1t 4 o 22-month tax. ‘

Henator Dovarnas, No, no; but § moan, originally, T think, you
askod for 3 yonen,

Me. Tatpamy. The ronson for it -

Sonator Dovanas. Didn’t you originally ask for an increaso of 1.5
conts por gallon for 3 yonrs? ‘

M. Panuamy, For § yonis,

Sonwtor Dovanas, For b yonrs?

Me, Tartamy, And the reason for that is that in order to malko
apportionments evon for the $1.8 billion and the $2 billion for next
yvear, wo would have to eortify that there will be enough money in the
trust fund 3 and 4 yeurs from now to pay the bills when they come due,
and therofors the recommondation for a tax for that period.

| Bui, this covers the situstion by giving immedigte revonue and by
thes e ‘

Senator Dovanas, You are not contending now for 5 years?

Mr, Tavtamy. No. Woll, the administration’s position is that
thoy would profer that, but would hope and recognizo that this bill is
o bill which will enable us to go forward with the program, and in
1061 tho administration, I think would hope that the long-range
finencing plan would mako it unnecessary 1o divert funds from the
gonoral revenue. \ ‘ ‘

Senator Dovanas, So you are for continuing this accelerated pro-
gram ovon in a poriod of financinl prosperity,

Mr. Tantamy. 1 am definitely of the opinion we should continue
this program,

Senator Dovanas, At the aceolorated rate of 19567

Mr, Tantamy. Noj at the rate that is established in the legislation,
T personally think wo should, beeause the traffic increnses are terrific.
Botwoen now and 1975 when this system will be completed we are
going to kill 700,000 people on our highways in the United States and
1t is gotting worse overy day, and we can cut that drastically by the
development, of this system. ‘

And some 25 million people will be injured, and we havo got, to recog-
nize this situstion and dovelop the highways.  Therefore T think that,
we should procoed at the authorized rate and not look upon it as a
dopression or recession versus prosperity type of thing,

-1 think we ought to look at it as somalixiug that is as absolutely
necessary for the cconomy and the welfare of the United States,

Senator Dovaras. How much will a one-half-cent increase yield?

Mr, TaLramy. One-balf cont?

Senator Dovaras, One-half cent.

Mr. TaLnamy, One-half cent will help, but it will not do very much
for continuing the program Wo would bave to have an actual
halting of contracts for a period of 4 months this year.

Senator Dovaras. How much would one-half cent bring in?

Mr. Tarramy. Ob, in revenue? It would bring in $191 million for
fiscal 1960 and $289 million for 1961.

Senator Dovaras. In other words, about 1 cent would yicld about,
$600 million. ‘

Mr. Tarramy. Yes, ’

Senator Dovuaras. You already have a 3-cent tax; de you not?

A5814 -5l
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Mr. Tanuamy. Yos,

Sonator Douaras. So that is $1.8 billion, and you say oxpenses
zylroul'(?l be tapered down to $1.8 billion. Why aven’t you in balance

1011

Mr. Tanuamy. We raustn’t lose sight of the fact that the ABC pro-

ram, that $900 million program, also has to be paid out of this goneral
und, and that is a big drain on it. i

Senator Douvaras. One other question.  Are you satisfied with this
90 porcont—10 percont formula?

Mr, Tauuamy, I think personally that the States are having o
diflicult, time to go ahoad with their regular highway program on
which the Fodoral Government contributes nothing, and on the ABC
program,

Senator Douvaras. The Wederal Government contributes 50 peroent.

Mr. TaLuamy. Oh, yes; but the States are responsiblo for thousands
of miles of highways which are not on any Federal aid system, and they
have that 100 percent cost.

Scnator Dovaras. I understand,

Mer. Tannamy. So the States are having difficulty in financing their
own program, the 50-porcent program, and to increase the interstate
program responsibility.

Se;umor Dovuasras. Who exorcises control over the Interstate Sys-
tom!

Mr. Tannamy, Wo do. 'We will and will always have to,

Senator Douveras. Don’t the States lay out the routes subject to
your approval?

Mpr. Tavnamy. Yes, sir.

Senator Dougrag. Who lets the contracts?

Mr. Tarvramy. They do but subject to our approval.

Senator Dovaras. Did you approve the Indiana contracts?

Mr. Tanramy. We approved the interstato contracts.

Senator Dovuaras. Tsle right-of-way contracts?

Mzr. Tatnamy. Yes.

Senator Dovanas, Have you done that in Illinois?

Mr. TanLamy. Yes; wo will,

Senator Douvacras, lsn’t it pretty easy, subject only fo general con-

trol, if the States only have to put up 10 percent of the money and
the Government puts up 90 percent, for them not to be very careful in
the original letting of the contracts?
Mr, Tanramy. I dou’t think so. We review very carefully the
location of a highway. We review, before we approve these, these
arce the various steps we approve. Wo approve the location of the
highway after public hearings, after presentation of detailed informa-
tion to us by the State. Then we authorize the procedure of tho
dovelopment of detailed plans. Those detailed plans themselves are
very carefully reviewed by our engineers.

Then 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 submitted to see that the unit prices are correct and then we
authorize the State to award the contract. Then we also inspect the
construction.

Senator Doueras., May I say I think T was one of the carliest advo-
cates of the system of Federal aid. I remomber 40 yonrs ago, when
I was younger than I am now, I wrote some articles on the incipient

.
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systom of Foderal 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 paitioularly careful about expenditures. I
thought that the 50-percont State contribution would be a stabilizing
forco. I never dreamed we would got into a system where it would be
9 to 10, and whore 1 State dollar would unlock 9 Federal dollars.

I am surprised if I may say so to find an administration which pre-
sumably is commited to loeal responsibility defending a 90-10 system.
It seems to me it is o top-heavy system. How would you stand on
changing the formula to 70 to 30 or 2 to 1? ‘

. Mr., 'i;ALI.AMY. Of course, the administration has no position, at
oS -

Sonator Dovarnas, You would not oppose it?

Mr, Tannamy, I don’t know of any position the administration has
on that in one way or anothoer.

Senator Dovaras. Could that be done on this bill?

Mr. Tannamy, I think personally that it should not be done. That
is my personal opinion,

Senator Dovaras. Could it be done on this bill?

Mr. Taupamy, Could it be?

Senator Dovaras, Yes,

Mr. Taruanmy. I don’t know, You would have to ask someone else,
I don’t know. ‘

Senator Dovaras. 1 don’t mean whether politically it could be done,
but procedurally could it be done? '

m. Tarramy. I would think that a matter of that nature would
have to originate in the Public Works Committecs.

Senator Dovaras. Could it be done on the floor? ‘

Mr. Tatramy. I don’t know. I haven’t been down here long
enough to know. '

Senator Dovanas. 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. Tarnamy. I didn’t say that we had plans to include Hawaii in
the Intorstato System. I said that we were studying the whole mat-
tor, the whole }awaii problem. ‘

Senator Douvaguas. TIs this intended as a substitute for roads, a study
as a substitute for construction? ‘

Mr, Tarnamy. No. '

Senator Dovaras. It-is a very unsatisfactory substitute. You
can’t drive automobiles or trucks over studies. You have to drive
them over roads. .

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

Senator Dovcras. Now we know of course that Alaska and Hawaii
aro detached States. They arc not physically contiguous to other
gtates E?)ut should this prevent their participation in the Interstate
System ’ ' - S
. Mr, Tannamy, Alaska, Senator, their portion of the highway work
" has gone up from as I rocall it somewhere around $13 mjﬁidn to over
© $30 million. o ' C ‘ ‘
Senator Dovaras. This is Alaska?
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My, Tarramy. Yes; sines it bocame a State. They have had &
tromoendous increase in available funds. Co

Senator Dovarnas, I am asking you a tochnical question. Could
Alasks and Hawaii, which are not physically contiguous to other
States, be included in tho Interstate System?

Mvr. Tavnamy, I would not think so.

Senator Dovanas, Or are thoy dobarred by the very fact of non-
contiguity?

Mr. Tarnuamy. I would think they would be from the Interstato
System as such,

F Senator Dovanas, Would they have to fall back on the 50-50
system?

Mpr. Tarnamy. That is why in answer to tho question that was
asked of mo before, T snid we were studying the matter of defense
highways.

‘Senator Dovarag, T sce. Then the Federal Government would
bear 100 percont of the cost?

Mr. Tanramy. T don’t know,

Senator Dovarnas., What?

Mr. Tarnamy. I don’t know, sir,

Senator Douvaras. Isn’t that what happens in defense highways?
“The Federal Governmont boars 100 percont of the cost?

Mr. Tannamy. I wasn’t thinking of this in those terms.

Senator Dovoras. No?

Mr. Taruamy. No, sir.

Senator Dovaras. What terms were you thinking of it?

Mr, Tanuamy. I was thinking of it as a different type of defonse
highway than the defense access highway that you are speaking of.

ou 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 defonse as well. :

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

Mr. Tanuamy. I think so.

Senator Dovanas. They will cither have to go in the 50-50 system,
you call it the ABC system, started by Congressman Shackeliord in
1916, I think, or under defense highways.

Mr. Tarnamy. Under existing legislation that’s true.

Senator Doucras. Could you tie the Alaskan highways onto the
Alcan Highway?

Mpr. Tarramy. Well, the existing legislation requires & continuous
and coordinated and integrated system, and I doubt that the inter-
pretation of that could be broad enough to include & highway in
8 foreign country like Canada or another country. ‘

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

1 Mr. Tarramy. I think it Wou%d require an adjustment in our legis-
ation. ~

Senator Douvgras. Mr. Chairman, I'm sorry to have taken so
much time but this is 8 very perplexing problem.

Senator Byrp. I would like to ask you, Mr. Tallamy, what is the
method of allocating to both Alaska and Hawaii from those funds?
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Mr. Taruamy. 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.

Scnator Byrv. It is only for the ABC system.

Mr, TaLtamy. Yes. '

Senator Byrp, Thoy will receive no interstato funds?

Mr. Tarnamy. No, sir.

Senator Byrp. I have figures you presented to tho House Commit-
toe showing that in 1962 under the present legislation there will bo
an exponditure of $1,160 million. Under the House bill that is
reduced to $897 million. In 1963 if no action is taken now by Con-
gresy, under ﬁ)resenb law $1,106 million will be expended and under
the House bill $911 million would be expended.

Mr. Taruamy. Yes, sir,

Senator Byrp. Why is that reduction under the two bills on the
ABC system?

Mr. Tannamy. Will you tell me what the figure was again for the
1962 year?

Senator Byrv. I hand you this table.

(The table is as follows:)

Highway trust fund expenditures, fiscal years 196772

{In millions} !
" ABO program Interstato systom Total
Fiscal yoar With no With no With no
action by Under action by Under action by Undey
Congress at| H.R. 8078 |Congress at] H,R. 8678 |Oongress at] H.R. 8678
this time this time this time
$768 $768 $208 $208 $006
836 836 075 676 1,611 1,611
1,112 1,112 1,501 1, 501 2,613 , 61
1,002 1,110 1,701 2,026 2,793 3,138
910 1,487 1,766 2,047 2, 6656
1,160 807 1,120 2,000 2, 2,
1,106 011 1,226 2,000 2,332 2,011
; 30 , 40 2,200 2,302 3,138
036 036 , 61 1,575 2,455 2,611
936 1, 68 1, 600 2, 520 2, 68
036 036 1,661 1,650 2, 586 2,586
935 086 1,722 1,726 2, 667 2,
036 035 1,703 1,776 2,728 2,710
036 935 1,864 1,876 , 799 2,810
936 036 1,038 1,926 2,873 2,860
935 036 2,016 2, 584 2, 951 38,519

Bource: Present law flgures from table submitted to Ways and Means Committee by Mr. B, I, Tallamy,
Federal Highway Administrator, July 22, 1059; figures under House bill 1057-64 from Bureau of Public
Roads, Sopt. 2, 1959, and 1965-72 from House Report on IL R, 8678, Sept. 1, 1059,

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

S,eimt]or Gorg. Mr, Chairman, the Senate has just recessed until
1 o’clock.

Senator ANpErsoN. Go right ahead, Mr. Tallamy.

Mr. Tarvamy. Mr. Chairman, in answer to the question, the result
of & moratorium on any contracts in fiscal 1959 results in an increase
in oxpenditures in later years when you begin te pick up the author-
izations which can be deferred in this fiscal year. -

Senator Kurr. Are there further questions?
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Senator Curris. Mr, Chairman.

Senator Kerr. Tho Senator from Nebraska,

Senator Currs, Mr. Tallamy, I have a problem that isn’t covored
in your statoment, and it has to do with l;fm trentment of individual
States under tho interatate highway program.

Now, as I recall the original act was passed in 1956. Then in 1958
8 new act was passod accolorating the program, waiving the pay-as-
you-go Byrd amoendmont for awhile,

Now wo are in difficultios beeause that period has run out and the
waiver poriod has ended.

Why is it that the State that proceeded conservatively and nover
excoodod a rate of construction or planning heyond what would come
within the purview of the 1966 act, why are they short of Federal
funds? Is it an absolute requirement of Federal law, or is it because
of the practices and the way you feel you have to administer them?

Mr. Tavramy. The first part--—- -

Scenator ANprrsoN. A di}licult question to answer,

Mr. Tanramvy. This acceleration that was directed required that
$400, really $515 million be placed under contract by December 1
of last year,

Senator Kurr, That was not in the interstate program,

Mr. Tarramy, No. But it all comes out of the trust fund-—--

Senator Kurr, Thoe same money.

Mr. Tatuamy. And every State in the United States met thet
x'csponsibilil,y. Tt sa happens that our deficit——

Senator Curtis, Mot m expenditure,

Mr. Tarvamy. In award of contracts,

Senator Curris. Tu award of contracts?

Mr, Tarrnamy. Yes, siv, and of cowrse, tho law also said that those
contracts had to be fiuished by Decomber 1 of this year, and they are
going 1o be, so that every State got its fair share of that program.,

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

Senator Kurr. Will the Senator yield?

Senator Curris. Yos,

Scnator Krrr. Isn’t it a fact that whon 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. Tannamy. That is correct.

Senator Kurr. And the State takes it up as rapidly as in its own
judgment or operation it is worked out to do so?

Mr. Tarnamy. That is right. .

Senator Krrr. 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 came 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. Tanuamy. 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. Taruamy. That is right.
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Senator Kurn, It is a fact, isn’t it, that many States end up the
fiscal year with a period of time yet remaining to them to obligate
their apportionment, and that is 8 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 before 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. Tavramy. That certainly is correct on the situation up until
now. But I do believe that from here on in, with 209(g) in cffcet,
we will have to apportion—not apportion—but control contracts so
that a particular State which may ge in a position to go shead very
rapidly in the first few months as compared te another State whic
cannot 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 Curris. Now, Mr. Tallamy, right on that point, I think
we are in trouble, because of acceleration. Well, that is water over
the dam. X 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, supposc 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., Tarvamy. No.

) Sena‘,?tor Curmtis, So in the future that will not be a problem as it
is now

Mr. Tarvamy. No, not under contract control, and it wasn’t a
problem before.

Senator Cuntis. It is a problem now, isn’t it?

Mr. Tannamy. It became g 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 yoar 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, Tannamy. No.

Senator Curris. But it did work out that way at the present time,
didn’t it?

Mr. Tavuamy. It worked out that—

Senator Curris. I don’t say that it was intended or planned, but it
actually worked out that way, didn’t it?

Mr. TavLamy. 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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Me. Tavnamy, It worked out that way to this extent: that if a
State did not obligato by contract all of the amount that had boeou
n.{) pottioned Lo the State, whorens another State had complotoly
obligatod it, the new contract, controls within thoe life, within the
abiltty of the trust fund to liquidate, will be apportioned to the various
States, and it will in offeet froe o the presont position of all of the
States, but it will not diseriminato against any particular State so far
as future contract control, '

*Senator Corars, So in the future your contract control is going to
protoct tho State that is conservative in their spending from the rapid
spending of a sister Stato,

"M, Tantamy, It will protoct thom; yos.

Senator Cuwrrs, Now, is that & policy change, or is there something
in tho law that brings that about, or both? '

Mr, Tatnamy, 1t is no chango so far as what the 1956 act would
have brought about.

Senator Curris. Yos, ‘

Mr. Tarnuamy., But sinco tho 1958 act, through a new factor in it
bocauso of tho rocession, it did result in somo States, now that we go
back to 200(g), that some States will not bo able to pick up immodi-
atoly at least what they had not placed under contract as o result of
provious n,p?m‘tyimmgont& i

Senator Curmis, I approciato vory much getting that information.
1, for ono, do not adhore to the philosophy oF the accolerated progran
that was put in, It means tho taxpayors got less roads por dollar;
it moans it goes at such & rapid rate that when it stops we have an
unemployment problem, and I don’t think pumip priming ever works
and T am happy for this new contract control plan that you describe.

That is all, Mr. Chairman.

Tho Cnamman. Mr. Tallamy, the pay-as-you-go amendment, when
did it bocome oporative again? '

Mr. Tarnnamy. Just with the new apportionment.

Tho CramrmaNn, The now apportionmoent?

Mr. Tannamy. Yes.

The Cuamman. On what date?

Mr, Tauramy, As soon as woe make it, and under this, which would
be this year under the legislation under which you are considering,.

The CaarMaN, It runs automatically?

Mr. Taruamy. It runs automatically.,

The CralrMAN, As soon as action is taken?

Mr, Tavuamy. Yes, sir,

The CaairmMaN. Scnator Anderson.

Senator ANpERsoN. No questions,

The CrairmMaN. Senator Gore. ‘

Senator Gorg., Mr. Chairman, I submit that Mr. Tallamy’s replies
to the questions of Senator Douglas have already demonstratod that
the answers to you earlicr, on which I raised tho point, was only
partially correct. I shall come to that in due order, however.

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

Mr. Tallamy, your problein 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. Tarramy. Yes, sir.
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Sonator Gonrn. And two, the making of apportionments for use and

obligntion of the States for future yours? -
r. Tavnamy. Yos; that is right.

Senator Gone, And each of those two major parts is subdivided,
are thoy not, into the interstato highway program, on the one hand,
am}d tho AB(’}, the primary, sccondary, and urban highways, on the
othor, ‘

Mr, Tarramy. That is vight.

Sonator Gonu, 1 would like first to discuss problem No. 1, to which
littlo roference has beon made thus far,

What are the obligations falling due within the fiseal year, or the
amount of obligations falling due within the present fiscal year which
you are unable to meet without additional legislation or approptiation?

Mr. Taruamy. Would you ask mo that question again?

Senator Gonr. What is the « mount, what is the total of the obliga-
tions falling due within the present fiseal yoar, 1960, for which you
would l);a in default without cither additional legislation or appro-
yriation
! Mr. TArnamy, Divided into two parts, we require an expendituro
this year of $1.11 billion for the ABC program, and $2.25 billion for
the interstato program. ' ,

Senator Gooru. You are giving me now the total commitments?

Mir. T'annamy. The result of the total commitments. This is the
rosult. ’

Senator Gonw. The figure I am asking you for is the amount of
default on thoe trust fumg if T must use that word, without additional
legislation or appropriation, or a combination of the two.

r. Taunamv. I understand; $490 million.

Senator Kurx. That is the deficit for the current fiscal year which
you forecast? ‘

Mr, Tarnamy, Yes, sir,

Sonator Gonu. I thought you had estimated it to be $493 million.

Mr., Tanramy. $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. Tarramy. Yes.

Senator Gorr. Now, how much additional revenue within the fund
will be provided by H.R. 8678, within the present fiscal year?

Mr. Tarvamy, $383 million, That is based on the present legisla~
tion being effective on September 1.

Senator Gorg. That cannot now be a correct answer.

Mr, Tarramy. 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 Gonp. Then you have a deficit in the fund of $493 million
and the bill before the committee would provide only $333 million.

Mr. Tarramy, Yes. _

Senator Gore. Then that would leave you in default to the States
$190 million, would it not? L ‘ ‘

Senator Kurr. $160 million.

. Senator Gore. $160 million.. . =

My, TarLamy, $157 million is-what the deficit would be at the end
of this figeal year, and what wo would have to do under this legislation
would be to carry vouchers over to the extent of about 2 or 2% weeks’

4581458 ——4
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business from this fiscal year to the next fiscal year, and then taper
ofl during the course of the next fiscal year,

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

Mr. Tarnamy. Yes; that is the way it will have to be done.

Senator ANpERSON. Could you find out how you got the $157
million? You said it was $493 million, and you subtracted $333
willion from it and got $157 million.

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

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

Mr. Taruamy. 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 crodit of the trust fund as a result of
investments by the Sccretary of Treasury of existing funds.

Senator Kerr. And that reduces the deficit?

Mr. Tarramy. 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.

How much money is in the trust fund at this time?

Mr. Tavnamy. 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 tho carliest effective date in which this additional gasoline tax
could go into effect, if it ever does?

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

Senator Gore. $38 million.

Now, what would be your deficit in the fund on December 31, even
with the passage of H.R. 8678?

Mr. Tarnnamy. $353 million would be the deficit on December 31.

Senator Gorr. Even with the passage of H.R. 86787

Mr. Taruamy. Yes, sir,

Senator Gore. Then how can you possibly contend that H.R. 8678
solves your problem?

Mr. Tanuamy. 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. Tavuamy. Yes, sir.

Senator Gorp. 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. Tauuamy. 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, ' :
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Senator Gorr. Does your supplemental request involve an appro-
riation to accommodate not only the $353 million deficit as of
December 31, but the $157 million deficit as of next June 307

Mr., Tarnamy. No, sir; it does not.

Senator Gore. You propose to let the States continue to hold the
bag for $157 million?

Me, Tarnamy, For a short period from one fiscal year to another,
and then taper off in the second fiscal year.

Senator Gore, Had the Congress previously been advised of this
pending supplemental appropriation request?

Mr. Taruamy, It has been certainly discussed on the House side
in the consideration of this legislation.

Senator Gore. Let us go now to the question of apportionment,
which is tho second major part.

Did the 1958 act provide any acceleration of construction or
obligation?

r. Tarnamy. Yes, sir; it did. '

Senator Gorp. In the Interstate System over the schedule of

apﬁ)rtionment written into the 1956 act?
r. Tavnamy. It did.

Senator Gore. Are you sure?

Mr, Tarramy, T am sure.

S‘;mator Gore. What was the apportionment schedule in the 1956
act |

Mr. Tavramy. 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, I 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, Tatvamy. Well, it did both. Tt 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 Gors, 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. Tavnamy. Surely.

Senator Gore. And you are not trying to be evasive,

Mr. Tarramy. No, sir, ,

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-

menis only suflicient to keep the interstate schedule, the interstate
hiﬁhway program on a construction schedule and apportionment
schedule which would comply with the schedule in the original act?

Mr, Tatuamy. Thé schedule of completion in the original Act?

Senator Gorm. That is right. :

Mr. Tannamy. Yes, sir; it did.

Senator Gore. Then your answer is “Yes”?

Mr. Tauvamy. Yes.
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Senator Goru., Then what the 1958 act provided on the Interstate
System was not an acceleration, but mereif' adjusting the apportion-
cost estimates which you,

yourself{ submitted? : :
Mz, Tarnamy. It made it gossiblo with those apportionment figures
in the 1958 act to meet the date of completion of the Intorstate Sys-

. tem, so that statement is correct.

Senator Gorn. So we are in agreement on that?

Mr. Tatramy. Yes, sir. '

Senator Goru. Without such an action on the part of Congress,
there would have been a slowup and a stretchout of the construc-
tion schedule, completion schodule of the Interstate System?

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

Senator Gorn. Wo are not speaking now of “ifs’’,

Mr. Tatvamy., That is right.

Senator Gore, We are spesking of facts. Without the 1958 act,
you had recommended and there would have been in effect now a
stretchout of the completion achedule of the Interstate System?

Mr. Tavnamy. That is vight.

Senator Gorr. Unless the Congress takes action now, there will
be another siretchout even worse; is that not true?

Mr. Tatramy. That would depend on the action we took in 1961
when the reports come in.

Senator Gore. Again we are speaking of the future.

I am saying unless the Congress acts now, there is in prospect a
sovere slowup if not an absolute stoppage of the Interstate System.

Mr. Tavvamy. That is absolutely so. Unless the Congress takes
i),ction now, it will seriously slow up the program under existing legis-
ation.

Scnator Gore. All right, we agree on that.

Now, I come to the next question: . '

If the Congress does no more than to pasgs I1.R. 8678, it will necessi-
tate a stretchout of the completion schedule of the Interstate System;
is that correct?

Mr. Taruamy. If they take no other action than that, that is true.

Senator Gorg. All right. Now give us the exact amount of the
stretchout. In how many years would you expect the pregram to
be completed if this is the total revenue provided to the trust fund?

Mr. TarLamy. And nothing else throughout the life of the program?

Senator Goru. That is right, '

Senator Kurr. Except existing law.

Senator Goru. Except existing law.

Mr. TanLamy. Four years.

Senator (xorm. A 4-year stretchout?

[ Mr. Tauvamy. Yes, sir. . i

- Senator Gore. So XL.R. 8678 neither meets your problem of obli-

gations to this fiscal yéar, nor the problem of apportionments to keep

the system on schedule ior future years’ is that not a correct state-

ment? . o ‘ '

. Mr. Tatuamy. That is a correct statement. I might add though, if
may—— S :

Segatcr Gore. You may add anything you like.
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Mr. Tarvamvy. I may say that it maintains this at & rate whereby
the Congress might at least consider a Jong-range financing program
in 1961, and develop one which would not be an impossible one to do,
and still remain on scheduls,

Senator Gorm. Are you sure that you gave a correct answer that
H.R. 8678 would only necessitate a 4-year strotchout. 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 TL.R. 8678 would be $1.8 billion?

Mr. Tavruamy. 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 Gore. Your increased estimates of cost exceed that. Inci-
dentally, I have a Mr. Allen with me also who has likewise prepared
some chavts. ,

Mzr. Tarramy. 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 Gorn. How long will it be at the annual rate of $2 billion?

Mr. Tarnamy. We have got $8.9 billion. It would be a little over
5 years at that rate, at $2 billion. |

Senator Gorr. 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 Bynp., Without objection that will be done.

(The following table was submitted by Senator Gore:)

Bstimated completion date for Intersiate System with funds provided by H.R. 8678
and extension of funds earmarked ?)y Highway Revenue Act of 1956

Present trust| Revenues ABC ! Balance Accumula-
Fiscal year ' added by | Total funds | expenditure | avallable for | tive total
revenues LR, 8678 requirements| interstate for
. interstate
$1,482 $758 $724 §
A 836 1,208 1,932
y O 1,112 972 2,904
2,497 1,110 1,387 4,201
2,776 916 1,866 6,166
8,120 & 2,223 8,370
3,147 211 2,246 10,615
3,227 936 2,281 12, 886
2,456 936 1,519 14,415
. 620 036 1,684 )y
2 936 1,051 17,060
2,667 936 1,722 19,372
, 728 036 1,793 ’
2,709 036 1,864 23,029
2,878 936 1,038 24,967
2, 951 935 2,016 26,983
3,028 936 2,008 20,070
3,103 935 2,108 31,244
3,180 935 2,245 33, 489
, 936 2,328 36, 814
2,121 936 1,188 337,000
9306 [1 2N P -

© 1 ABO program frozen at $926,000,000 por year (plus $10,000,000 for revolving catastrophe fund),
# Trust fund reduced to needs to finish interstato and continuo ABO.
3 T'o complete the 41,000-mile systerm,
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(The followiny tablo was submitted by Me, Talluny),

Fstemated statuy of highioay trust fund wnder proposed legistation, 11,8, 8178
P of dotlarng
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1 inelndos emergeney vetief prograny, as well as speckad fands totaling $602 million apportioned for 1060,

Senator Qo Now Me, Tallwny and Me, Chaivman, § want to cull
your attention (o what T regard as o sevious matter, M, Tallay has
several times used the term “eontract control,” 1 would ke to have
the attention of the ehairman, who is ordinarily mterested in States
vights,  Me, Tallamy has several times today used the term “contract
control.,”  Ho s talking about control of Siate condenets,  This is
Federal control of conteacts of the Commonwealth of Virginia, about,
which he is wadking, and the State of "Pennesseo,

1 know of no authority in the law for such action,  "The law provides
for apportionment to the States by a given formula to the extent that
funds are available in the trust fund.  When that apportionmoent is
made, that becomes o commitiment to the States, I know of no cone
trol over which State contracts whicl the Bureau of Roads ean oxereiso
within the commitment. of this apportionment except approval or
disapproval, and 1 think the senior Senator from Oklahoma will bear
me out that that approval or disapproval contemplates approval ov
disapproval as Lo engineering designs, as to adequacy of plan.

Senator Kuuk, Meeting of standards,

Senator Gore. Meoting of standards,

Senator Kenn, 1 think the Director will agree with that,

Senator Gone, Well, we will give him an opportunity.

Senator Kerr. 1say that that is my understanding of the law, and
i it isn't the law, T would like to have the Director show me the
language whiel is different,

Senator Gorg. And we will soou I believe make it the law,

Senator Byrpe. Are you speaking of the interstate?
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Sonator K. Any apportionment,

Honntor Goww. | an speaking of a farm to market road also, sir,

Sonntor Kunw. Any apportionments?

Sonantor CGtown, In Viegmin?

Mpre. Pavnamy. Ttis an overviding basic principle invelved it would
seott bo e thet seetion 200(g) says that we cannot ereato an obliga-
tion or certainly implies thad we eannot ereate an obligation which will
rosult in a delieit in the trast fund,

Honntor Kuun, Whero is 200(g) ?

Cin st Tod us have o copy?

Sonntor Gowis. T would Tike to point out thet that relates to the
Limitation of apportionment, availability of funds within the trast, fund.
This docstn’t give the Federal Government any overriding aathority
to ride hord over the State bighway departments and control thewr
contraets after the apportionment has heen made.

Senator Kuwn, 1 Lnliuvu the Director’s staff has a copy of 209(g),
doesn’t he?

Sonntor Douvanas, There is an interval and T would like to assume
the somewhat unlfamiline vole of coming to the aid of the belenguered
gontleman. Sinee the Federal Government prys 90 percent of the
cont, if it is not in the law 1 would like to see it put into the lnw that
the Fodernl Government would have some control over the expend-
AT

sonator Kunn, | remind the Senator of the setunl amendment.

Honndor Gon. 1 s not attempting to belonguer the gentleman,
Thore has boen lots of misinformation on this program, and 1 am
trying to get it down to the basie facts and get it bofore the American
lmup{u, This s an anjustified proposal. 1t s inadequate and un-
aceceptablo. T will solve neither the obligations of the present year
nor the problem of npportionments for future yoars,

U don’t propose Lo see it solved by any extra legal Federal control
of Btato contracets,

Mr. Taruamy., May 1 have my General Counsel anawer thia? I
ntnan engineer, not a lawyor,

Sonator Bypo, Yoes.

Mr. Envisun, My name is Clifton KEnficld,  Mr. Chaicman, under
the provisions of section 105, 106, and 110 of title 23 which is the
mdi}iud highway law, it provides in section 105 that after submission
by the States of a prograin, the Secretary shall as soon as practicable
approve that program.  Under section 106 it provides that the Sec-
retary shall, as soon as practical---—--

Senator Gonw, Before you leave that, that section, why don’t you
read the whole section and we will see just what it presents,

My, KinvisLo, Seetion 105 provides that:

Ax soon as practical after the apportionment for the Federal aid systems have
been made for any fiseal year, the State highway department of any State desiring
to avail itself of tho benefits of this chapter shall submit to the Sceretary for his
approval o program or programs of proposcd projects for the utilization of the
funds apportioned.

The Seerctary shall act upon programs submitted to him ag soon as practicable
after the same hag boen submitted. The Secretary may spprove a program in
whole or in part, but he shall not approve any project in a proposed program which
is not loeated upon an approved Federal aid system,

Subsection (b) goes on to provide for certain requirements on ap-
proval,
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Senator Goru. Let’s have that too,
‘Mpr. Enrenp. It says:
In approving programs for projects on a Federal aid secondarfr S{Btem the Secre-
tary shall require oxcept in States where all publie roads and highways are under
the control and supervision of the State highway department that such project be
selected by the State hi(%lhway department and the appropriate local officials in
cooperation with each other,

Subsection (¢) says:

In approving programs for projects on the Federal aid primary system the
Sceretary shall give preference to such projeets as will expedite the completion of
an adequate and connecting system of highways interstate in charactor.

Section (d):

In approving programs for porjects undor this chapter the Secretary may give
priovity of approval to and expedite the consiruction of projeets which are re-
commended as important to the national defense by the Scerctary of Defense ox
other official authorized by the President to make such recommendation.

" Subsection (¢):

In approving programs in Hawaii the Secretary shall give preferenco to such
projects ag will expedite the sompletion of highways for national defense or which
will connect seaports with units of national puarks.

Subsection 106 provides for—-—-

- Senator Kurr. Mr. Enfield, the question which Senator Gore is
trying to determine, and in which X am equally interested, is the basis
in law of the proposal the director rade a while ago or the policy being
announced of contract control after an apportionment has beon 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. 1 am sure you can turn
to the provision in the law which gives him that authority or which
discloses that he docsn’t have it.

Mr. Enrigrp. The provisions in the law, that in my opinion give
him that authority are found in scctions 105, 106, and 110, which
provide——

llScxm,tor Kerr. Then it is not in the so-called Byrd amendment at
all,
 Mr. Enrrerp. No, sir, and it is the authority that provides for the
Secretary’s approval or disapproval of projects, programs and entering
into projects agreements, and that there is necessarily inherent in
the approval authority discretion to assure that all things essential
to carrying out that appreval are actually present.

Senator Kerr. Doesn’t the State have the vested right when the
apportionment is made to it?

‘Mr. Exnrmuo. The State has the right to submit programs and
projects for approval.

Scnator Kerz. Is that a vested right?

Mr. Enxrizip. You might say it 18 a vested right insofar as the
statute is concerned; yes.

Senator Kern. It would have to be in accordance with the statute
or we wouldn’t have it.

Mr. Enmerp. 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. Enrrenp. No, they are made to all at the same time.

Senator Kunr. Well, answer my question. Do you make it to
one State without making it to all of them?

Mr. Exrrgnp. No, sir,

Senator Kunrr.' Doesn’t each one of them have an equal right in
the apportionment as made to it? :

Mr. Envierp. That is correct.

Senator Kurr., Then does the Director have the control authority
whereby he can say to a State “Now you have an equal right in your
apportionment, to that which any other State in the Nation has to its
apportionment, but by reason of the facts that you are going too fast
here, although vou are operating within the time the law contemplates
that you should operate, we have got contract control over you that
we are 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 betweon the States within these
apportionments made on an equal basis and at the same time to all the
States.”

Mr. Enrrenn, Under the approval provisions of 106, which sets up
the approval of the project, when that approval is given it creates
under the law a contractual obligation to the Government to pay, to
pay the Federal share of that contract.

Now 1 believe there is inherent in the approval which must be
exercised under the statute by the Seeretary diserctionary authotity
in the Secretary to assure that when he constitutes that contractual
obligation by approval, that there will be moneys available to make
payment.

ITe can’t withhold that approval arbitrarily nor can he discriminate
against one State or in favor of another State.

Senator Krrr, Don’t you have a provision in the law that that
apportionment is valid even beyond the fiscal year for which it is made?

Mr. Enrisrp. It is good for 2 fiscal years following the close of the
fiscal year for which it is made.

Senator Kurr, Yet you are telling us that in your judgment he can
fix it so that each State has to obligate its apportionment proportion-
ately so that one State that is moving ahead in the development of its
program will be held back by other States who, for reasons other than
to conserve time - it might be because they didn’t have the money.

It might be beeause 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 vou telling the
committee that the Director yet has the authority under his contract
control right which you say is inherent in the law, to compel all States
to move forward on a proportionate basis in the commitment of their
paris or percentages in those apportionments?

Mr. Exrigup. Whether that would be necessary or not [ can’t
answer. 1 do believe that if he finds that 18 necessarv to prev. 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 T am not prepared to say.

4581460 fp
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Honator Keww, Then the proviston i the nw with veforence not
only (o the priveity of the ABC syateny but alao with eeforence to the
apportiontsent beig valid 2 vents hovond the tisead venr for which it
i wnde nre fneffeetand exeept ns the Heeretney or the Divector ehondes
to implement them conasistont with big inhorent vight to oxereise the
power of cottraet control,

Meo ooy, He eontdin's oxereise thad vipht of contenet control in
vidation of the gonerad intents and purposes of the net.  Whatever he
does would have to be to implement the net.,

Senator Wuik. D aoy asking you o specitie question,

Me, nmunn, Your guestion is does ho exereiso contracth contreol
i osoch noway as to mitigate ageinat the provisions for the 3ovear
availabiliey for the vight of the State to submit programsa wnd projeets
fov approval?  Noj hie action would have to be connistent with thad,

Sermrtor Kunw, Can he exereise the vight of contraet control vo thnd
ate that i vendy 1o po whend and vse up it apportiomment in o
timely manner subjoeet to the moneys that are in the trast, Tiod ennnot,
do so it he so chooses to tell them thad, except as to thad part of the
st fund sy adlable whieh he deems (o be availnble proportionately
to that Stage?

My, Bnvenaen, 1 think he could do thint if otherwise it would nean
that sere other State would not be able o be paidd when they pre-
sonted their bill,

Senufor Kerk, Although vou had no proposad from then, nlthough
vou had no submission of a program trom them, and actually no
knowledge that they were going to use their apportionent within
the fiseal vear for which it i made, or even in the 2 year thad would
be valid bevond the fisend vear for which it is made,

Me, Bxeen, Nop T hink that would have to be no, 1 think that,
would o would have to have a veasonablo basis on which to con-
tomplate that the other States would submit programs and projeets
for approval.

Senator Kerr, How could he know if they had not submitted thom,
How long would his power be available to hit to withhold approval of
State aid of contracts submitted within their apportionment, hoenusy
he contemplated the possibility that if State B didn't got o program in,
and he doesn’t know whether they are going to or not, that might uso
up part of that trust fund?

Me, Exersun, He wonld have knowledge becauso the programs are
submitted considerably in advance of the actual congtruetion,

Senator Karr. Suppose the State had not submitted the programs,
Suppose they are a conservative State moving stowly?

’.\gm Exruern, Then 1 think it would be the duty of the Administra-
tor to maquire as to what the plans are.

Senator Kern. And hold up State A until he found out what the
plan of State B might be some time in the future,

Mr. Exrinip. A reasonable longth of time,

Senator Kerr., You think he has that authority?

Mr. Exrrgup. Yes, sir,

Senator Kenrr. I will tell you T don’t think ho does. T think the
law ought to be clarified 1o make it elear,

Senator Goxrk, Mr. Chairman, I submit that the gentleman is
talking of controlling contracts of States to which the States them-
solves contribute 50 percent of the cost. Never before have we oper-

-
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aleed on nny basis other than apportiontmoent. on o matehing basis,
This hiws Been o eaoparative progridm, H tins worked woll,  But now
wo hive proposed Fodoral control of Stades eonteaets even though the
bt provide DO poresnt of the contnets. 1 bayve taken onongh of
U commitbon's time, :

Sonator Byen, Mre, Tolliiny, when you speak of control do you
menn that o Fedoral agoney enn vompel o State to veject a conteact for
voud constroetion?

Me Pannamy, That eonbrol as 1 visualize it would operate in this
funtiion: T'hat we would advise the State that during the course of
the year thoy will by able to enter into $75 million worth of contracts
on the Interstato System and $30 million sy On the ABC program,
and so thoy know that ol the very outset.  Then knowing that, and
ineidentally that figure is the wimount, which would prevent an over-
draft of the teast fund, so knowing that at the very outset, the Btate
thon ean dovelop tbs program and procecd under it.

Howould, however, in iny opiniot be necessary to go one step further,
and point out that (fm'ing tha course of the year, when they would be
awarding this amount, of work, and hoave asuthority to do it, continue
to do ity that they might have to go slow in the first part of the year
und seeolernte their progeaim during the lntter part of the year.

Sotmwtor Byn, H the Stale was within its allotment, could the
Foderal sgency then sny “You eancel o contenet with Jim Jones, o
conbenctor’?

M Panramy, Canesl o conbract; no, no.

Sonator Kuwri, They eon withhold approval of it?

Mre. Tanuamy. Oh, nho; there would |'m nothing of that natire.

Honator Byrp, Is this exercised only when s State exceeds it
wlotent in making contemets? 1 don’t exactly understand what
you menn,  Now, withholding of approval, would that result from
eaneeling n contract?

Me. Tarnamy, Noj this would be before a contract was entered
into.  In other words, if the State of Virginia was told that it could
procecd with $26 million worth of contracts during the course of this
yoenr on the Interstate System, then the State of Virginia could at
onee program $25 million worth of work and place it under contract.
But they couldn’t place the whole $25 million in the first 2 years
because 2 years from now that would mean that it would all pile up
in expenditures on the teast fund in a very short period of time in a
fisenl year, so that the $25 million would have to be spread over this
fiseal year, o that the cxpenditures would be apread over the fiscal
your 2 yewrs from now.  But it does not mean that any outstanding
contracts that the State might have with a contractor would be
wneoled; no.

Senntor Byrn. Is your control limited to control over the amount
that is allotted to the States?

Mr. Tavnamy. My control ige-—

Senator Byup. In other words, could a State exceed its allotment
and pay for that out of its own funds?

Mr. Tavnamy. I'm sorry, T couldn’t hear you.

Senator Byro. 1 say could a State make contracts in excess of its
allotment from the Federal Government?

Mr. TaLusmy. Noj it could not.
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Sonator Byro, Kven though that Stute was willing to temporarily
pat up the money to puy the contraoct?

Mr. Tanuamy. Yes; thoy could on the Tntorstates Systom procoed
o their own ab their own eate, and then we would approve all of the
plans, but when apportionents were made in the future years, they
conld be a >£ﬂiml upningt thone contraets,

Senator Byun, It i nob o quostion of approving ench individual
contract as 1 understand i, the eontrol you speak of is in the pro-
geaing,

My, Tavvamy, Bt is the programing,

senator Bywo, T am inquiving, to what extont the contraeis enn bo
let?  From the standpoint of money involvaed?

Me Tavtamy, Weaetly,  1ois the control of the prograin that | was
veforring (o,

Renntor Byno, Could you say that o State couldn’t give o contract
to o contrnctor that you thought was not & competent and not wn
ofliciont contractor or something like that?

Me. Tannamy, T eould do that but that 9 under another section of
the law.,

Senntor Byen, Do you aver do that?

Me, Tannamy. Yoa, siv,

Senador Byko, In other words, you exerciso a control over the
contractor, the man who gots the contract,

Me, Tanuamy, Yoy, siv. Surely we do. We observe the work that
he has done, and if it is not proper, wo advise the State snd tall the
State they bave got to do something about it, and wo won’t partici-
pate in the cost of it.

Senator Byun, 1 the State pays hall of it, 1 don’t exnctly seo how
you can determine who the eonteactor can bo by refusing to approve
a contract made with w cortain fivm,

MeoTavramy, H the firm was not a velinble firm- il o firm was not,
a reliable firm and our past expericnee had indicated that, we would
tell the State that wo would not participate in that particular project.
Now we can’t tell the State it, itsell, ean’t go ahoad with it, but cer-
tainly we must be sure that the contracts ave proper, that they ave the
low bidder, that they are experienced in that type of work and they
are performing it properly.

Otherwise we sl1ouLin’L be spending our monoy for it, and that is
the only time that we can, but we don’t tell & State they can’t do it.

Senator Byrn, The spending in that State is limited to a coratn
amount, isn’t it?

My, Tavramy. Yes, .

Senator Byrp. Of course if the State has an ineflicient contractor,
then the State actually loses.

Mr. Tarramy. That is right, the State has got to pay for it.

Senator Byro. They have got to pay for 1t?

Mr. Tarramy, Sure.

Senator Byrp. Now the control that you exercise is on ABC con-
tracts as well as on the Interstate System? -

Mr. Tavnamy. Yes, sir. - ~ X

Senator Byrp. Do you often rejoct any contracts that the States
make? e R

Mr. Tarvamy. No; I don’t think so. We find out that situation
before the contract is entered into. We carefully analyze all of the
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bids that sre submitted, and determine the qualifications of the
contractor, the suitability of tho estimates and of his proposul before
wo lot the State enter into the contract with our money.

The Cirateman. Aro all of the eontracts lot out on competitive bids?

Mr., Tamuamy. You, gir,

The Criatuman. And those bids are analyzed by your Depuartiment?

Mur, "Tareamy, Yos, sir,

Tho Cuatnman. H you think a bid is excessive, then you withhold
your approval of it?

Me. T'anuamy. We withhold our approval.

The Criateman, Of courso, the State can go ahead and huild it if
it chooses to?

Mr. ‘I'anuamy, That is vight,

The Unatwman., With their own funds?

Mr. T'anuamy. That is right,

Thoe Cuamsman, Are there any further questions?

Sonator Kurw, Does the so-called Byrd amendment direct the
Socretary of tho Treasury, and whoover else is directed, in watching
the income of the trust fund, to take into sccount what it will prob-
ably roceivo for nny given fiseal year, then make the apportionment
first to the AB(! system, and what is left and within the authorization
for tho Interstato System, make that apportionment between all the
States on an equal basis under the formula preseribed?

Mr, Taunamy. Yos. |

Senstor Kuxn. But, you have told us now that in order to guard
tho trust fund’s solveney, you are going to, in the future, exercise con-
tractunl control so that no State can get shead of other States, although
the other States didn’t want to move according to the scfnedule, to
prevent any Stato getting tho money out of the Trust Fund at o rate
fustor than all the other States, although the amount it was secking to
have approved and withdeawn is within its apportionment.

Mr. T'annamy. Not quite the way you have indicated, I don’t
helieve.

Senator KKnrn. It is cither that or nothing, Mr. Director. The
Sonator from Nebrasks asked you if you were going to exercise con-
tract control so that contracts, even though within the apportionment
made by the States-—-

Mr. TaLramy. Yes, sir.

Senator Kunn. Would be held up by vou to prevent one State from
gotting ahead in the rate of withdrawal of other States. Now, that
is what, the Senutor from Nebraska asked you.

My, Tarnamy. Yes, sir,

Senator Kurr., 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,
I think you will be impeached or run out of the office.

Sonator Curms. I would be opposed to such an impeachment.

Senator Kurr. I am sure you would, if Nebrasks was involved.

Senator Cunmis. No, I think if any State was involved.

Senator Kurr. 1f Nebraska were given an apportionment, though,
for a fiscal year, and knew that if it didn’t obligate it within & certain
period of time she would lose it, I don’t belicve that you would say,
“I want you 10 be held back until some other State who maybe doesn’t
intend to use it at all, but we don’t know, hes obligated herself on a
proportionate basis,” before you can go forward in the orderly de-
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voloptment of your highway program. [ don’t beliove vou would
want that put on tho record,

Sonator Currs, That is oxactly what T favor,

Sonator K, No, it is exactly the opposito.

Senator Corrms, 1 do not think that these States that proceed at a
mad rush. .~

Senator Kukri, You don’t have to bo in o mad rush,

Senntor Curris, Should so tio up tho Foderal funds that States
that move moro slowly have their Foderal funds jeopardized.

Me, Tautamy. Tn furtheranco to this question, 1 would like to
point out two things, possibly threo:

Ifieat, this is a tomporary problem vesulting from the obligations
which have been ereatod inoxcess of the trust fund’s ability to liqui-
date them,  So this contract control fonture is ono which will oxist
for probably not more than 2 years, or at the most 3, when the appor-
tionments that are made cach year will be in line with the ability of
the trust fund to liquidate the expenditures vesulting from  those
apportionments, so that we get back on the sumo policy of apportion-
monts controlling the oxpenditures just as soon as wo can got over
this ono hump whore the outstanding contracts arve in excess of the
ability of the trust. fund to liquidate thom.

Now, in getting over this one hump, the expenditures-—lot mo put
it another way ~the contract control 15 not on an individual contract;
it is not o piocomeal affaiv. Tt s advising tho State that in this par-
ticular vear their program for awarding contracts cannot oxcoed a
certain amount,

Sonator Gowx, Me, Tallamy, what you just stated would moan
that the apportionmoent approved by Congross is moaningloss.

Me. Tanpasey. May -

Senator Keuw, Except as he chooses. -

Senator Gorr, Except as he chooses to implement it with his con-
tract. control.  This is contrary to the highway program sinece its very
beginning,

Mre, Tavtamy. May T add, and this is what T want to come to, that
this would be exercised and we would advise the States that this
would be nocessary if wo are (o pay thom on time. Now, if a Stato
wants to go ahead within the amount of apportionments that have
been made, recognizing that the trust fund wih not. be able to support
their payment when they submit the voucher to us, we, under Lfmae
circumstances, of course, would not tell a State that they couldn’t
go ahead. But it would be obviously necessary for us to say to a
particular State, “If you want to be paid on time out of the trust fund
within our ability to pay vou, the amount of contracts under your
apportionrvents that you can make this year is so much, and that is
z\{l. And if you go beyond it —-—-

Senator Kure, Tsu't it the duty under the Byrd amendment to
exercise that control in the making of the apportionments?

Mr. Tarnnamy, Right; but that wasn’t done last year, Senator,

Senator Kure., Why would it take you 3 years to catch up to it,
when you have told us that you are not even going to make the
apportionment for 1961 until you get the money?

fr. Taruamy. Yes, but you gee-——-
Senator Kure. Isn’t that what you have told us?
Mr. Tavramy. I did.
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Senator Kuuk. And isn’t it incumbent on those chargoed with that
rosponsibility to exercise that apportionment control with reference to
fiseal 19612

Mr. Tannamy. Exactly.

Sonator Kuun., Yot if o is, then why would they not do it in a man-
ner that would relieve you of the responsibility of going hehind that
and exercising your so-called contract control even with roference to
the apportionment for 19617 What would be the meaning of fiscal
1961 apportionment oven if we passed this legislation, i you were
then going to say to the State, “We asked Clongress for certain moas-
ures to enable us to mauke this 1961 apportionment. Tt has now been
made in accordance with the Byrd amendment in the law, but even
s0 wo are only going to let you obligate it ai n cortain rate which will
be dotormined by tho rate which other States bring in their contracts
for obligations’?

Mr. T'avuamy. I think it could be understood that way. The con-
tracts that we awarded last year to this substantial extent above the
trust fund are going to create deficits this year. Now, il we apportion,
for example, $1.8 billion for the Interstate System next month, and if,
under that circumstance, the States all came in and placed under con-
tract $900 million in the next 2 months in this fiscal year, the ox-
penditures that would result from that would be so great that it would,
in this fiscal yoar, that the deficit would be very substantial, 1t would
be increased more than what it will be, this nearly $500 million, what,
it will bo as a result of the contracts made last year,

So all we are doing, if we did that, would be to have the States
award o lot of contracts in November and December and create a lot
of additional oxpenditures in May and in June next year to add to the
deficit which is going to be created as a vesult of the contracts last year,

So all I am saying is that the States can go ahead with the $1.8
billion in contracts this year, but “Don’t do 1t all in the first part of
tho 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 then, of course, it is all right for them to do it.

But T do think maybe the words “contract control” are words T
should not have used.  Maybe I should have said contract advisement,
in regard to payments.

Senator Kurr. T think you have got the rvight to exercise apportion-
ment control.

Mr. Tavramy. Yes,

Senator Kerr., I think it is mandatory that you do so.

Mz, Tarramy, Yes, sir.

Senator Kerr. I think when you exercise contract con‘rol as 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. Tavnamy. Maybe under your interpretation I should not do
it as a directive, but don’t you think I should advise the States that
even though they can award $50 million worth of contracts this year,
that “If you do it all in November and December, that 1 won’t be
able to pay”’?
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" Senator Kurr. [ think when you make your apportionments you
can say to them this apportionment is made for fiscal 1961, Under
the trust funds, under the operations of the trust funds, the funds
will be available within a certain period of time to honor the obliga-
tions, but we are not attempting nor will we attempt to exercise
contract contrdl over your obligations within this apportionment to
you, and your achiéving it is not going to bo subject to whether %ome
other State does or not. But on the basis of the apportionment
made to you, the funds ‘under it will be availuble on a certain schedule.

T ‘think you bave got # right to do that. -
| Mr. Tatyamy., Yes.” Well, that is what I had in mind.

.. Senator Kure. That isn’t what you said.

‘Benator Cuorris, Will the Senator yield briefly right there?

" Senstor Kinr. Yes. "

Senator Curtis. Actually, the term “contract control” may be
interpréted by many pecple to exercise jurisdiction over many phases
of the contract. 'What 'you really want is within the fiscal year to be
in a position to exercise soine scheduling control as to when, during
that yeer, yoi meet the total apportionment, isn’t that right?

Senator BunNnurt. 1t is really reimbursement control. -

"Mr. Tavuamy, Reimburseinent control. '

. Senator Curmis. Or # schédule of reimbursement scheduling.

M. Tarrany, It all comés down to that one thing of reimburse-
ment. "I obviously hiave no right to tell a State they can’t enter into
contracts, that have beeif‘agpbrtioned. But I certainly have a duty
to tell them that if they ga'béyond a certain level, that %’Won’t be able
to pay them'on time. "~ 7

“Senator Cuwis, I thiuk this! T think that when any program is
inasugurated that matches' 9 0 1, thiat the entity furnishing the nine
better exerciselsomefcontrol. “ ' 1 Y ' :
~"Senator Kerr. They do.. 'The conittols are specified in the statute,
and ‘everybody expects theti' to' Operaté under the -statute and in
ageordance with the statute, and the Administrator has the obligation
to administer the law utider the statite, the controls provided in it,
and not go ‘afield just because the Fédéral Government is paying 9 to 1.
. Séna,t,or'FmﬁA_n,]iji"I‘dilt‘z’rbt}{;”wmgt aré fhe States under present
status that would be in diffiéulty if the present policy is not enacted?

Mr, Tarramy, Reimbursementwise, they would all be in trouble,
because 'th%all'hwe vouchérs coming ‘in:’* v -

Senator Kure. What are the States that would be in the most
acute trouble? . . ot Tun s

Mr. Tartamy, Well, the ‘Bigget’ ones, of ‘course, have' the larger

rograms and the greater number of youchers coming in. -Ohio,

ew Hampshire, ';I**f’gx‘i'da‘,2 ();re%o‘n*,: ‘California, 'Massachusetts,” New
ork, \Iﬂinois,'g,‘qufT_M'g‘xi‘(sdh Louisiana, Michigan, and Washington
are among the most severely hurt, " o e TG0
- Then next are Towa, South Catolifa, Missouri, Connecticut) Tixbs,
Vermont, a d Rentugley, 1 0 REE T
. Senator

v r
S

! fh B my'h\ U 19 et Ce g .

. Sensitor Fruar. Whers does, Délaware come in? -« L. :

U My, Tavnamy. Delawaie is a, little’ down' heat the bottom of ‘the

program, N s T T
‘Senator FauAr. T don’t krow Whether that is' good ' op Bad.  And

ghey a%'e not in as dire need, as you see it, as are some of'thée other
tates
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Mr. Tarramy. It is all relative, Senator. If a big State has.
vouchers for $30 million that c¢an’t be paid, and a smail State Jike
Delaware has vouchers for, say, $5 mllllon? it may be just as hard—-

Senator Fruar. Oh, but we don’t get up that far.

Mr., Tarvamy. It may be just @8 hard for them as it is for the b1 :
States., So it ia an aJl»-relatwe thing, and all I can say is they wil
all be affected.

.Senator Frnear. When do you mako your announcement to the
States of their pro rata share? '

Mr, Tarramy. Of their share?

Senator Frear. Yes, and the amount?

Senator Bennerr, The apportionment.

Senator Frear. The apportionment.

Mr. Tarramy, Usually we have in the past made it in July. This
year—July or August-——

Senator Kerr., For the year after next?

Mr. TatLamy. Yes, ‘

Senator Kurr. You make it in July of 1959 for the fiscal year
beifl nmg July 1, 19617

r. Taunamy. Yes. An.easy way to remember that, I think, is
to add 2 years to the pale endar year. Take 1958° in 1958 we make
an apx};oxuonment for fiscal 1960, and that is me\ easy way to

remember it
Senator Fru But you had not xﬁade“yeur a,pportmn ent in, this
July or Augus %r 1961 as yet? | x Y ] e %
Mr. Tanvasty. No, sige” \ P "
Senator FAuar. Thank you, ‘a\

The CuafrMAN. What-is. ﬂmﬁituatmn in Vu‘gn;m?
Mr. Tarfamy. Virginia is judy abayt in® (he nguddler point, a,vmago
The CHAIRMAN, ab does« at moan?
Mr. TatLamy. Well, it mqaxgl that they §7e used! up all of g:helr
1959 funds for the ntersta.te% baxﬁ &'mi ar¢ Now. qtar,tmg on th? use
of their 1960 funds.! b
h’]’.‘l{{e CHAIRMAN. 'Ithey ham & balanf;mhatﬂhey can smll use, havon b
they % \
Mr. Tar, AMY., Th\ey Héve the‘n’ 1960 ,bal%nce ;
’l‘he (AlA manN., How much? .. )

H
£

TALLAMY. Vlrgmms umbhgaﬁed ba ance 28 “of July 31 wag

$108 mllhon. N,
*  The ;JHAIRMXQ;I And tha,t‘rls better t}htm t Waverage of/ﬂ'ile States,
; Isn’t it .
Mr. TALLAMY. Y‘es sir, ,»’ .
Senator KERrR. Whaﬁb@o you mean, “better”’? .
i The CHAIRMAN Better because we have. money we haven’t even
. obligated.

benat?or KERR., You mean you have got a blg reserve unobligated

portion .
" " The CuatrMaxN. That is nght
Mr. TaLnamy. But that is just the beginning of ﬁscal 1960.
The Cuammman. You are no doubt aware of the fact that the Gen-
- eral Assembly of Vlr%lma. last March unanimously passed a resolu-
: tmn re uestmg that the Interstate Highway System o slowed down,
ALLAMY, I have heard of it.

t i
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The Cuarrman, Virginia is living within its income both on a
National level and on & State level.

Are thore any further questions?

Senator Goru. That was tantamount to an endorsement of the
Byrd amendmont.

The Cuainman. Right. The Byrd amendment applics to Virginia
as well as it did apply until it was suspended in this bill, and as
Governor of Virginia 35 yoears ago I had something to do with enacting
a Byrd amendent for the State. Now, we have a good highway
system,  We are entirely out of dobt.

I think you will agreo that out highway system iy very good and
stable.

My, Tarnnamy, It is,

The Cratuman. In Virginia, furthermore, the State maintaing and
construcls the ontire road system of 52,000 miles, Wo are one of
three States in the Union which do that, and we do it entirely from
gasoline tax and liconse tax,  We do not eall on the General Treasury,
Deficits of any kind aro prohibited and we live within our incomeo.

Are there any further questions?

Senator Kenr., No, but I would like to make an observation, that
if Oklahoma had 250,000 Federal employees that got paid in Washing-
ton, and spent it in Oklahoma, we would bo o little further along,

But [ would liko to remind the chairman that wo have the snime laws
in Oklahoma that you do in Virginia, in that we have no defieits, we
have no State debl, We pay as wo go, and we send o lot of money
back here to help inercase the revenue of Virginia by roason of so
many Federal employees living over there and spending this Federal
pay over there, and we are happy to do it for you.

I'he Cuaeman, The Sonator from Oklahoma has made that stato-
moent many times.  As o wattor of fact, many of these employees work
in Virginia but do not live in Virginia,

Senator Kurr, Some of them live in Maryland.

The Cuarnman, The Senator from Oklahoma scems to bo unawaro
that the Pentagon Building has 35,000 employees, and a large majority
of them live in the District of Columbia, Maryland, and other places.
But he insists upon charging all of thom to Virginia, simply because
wo are next to Washington and Washiongton is overflowing into Vir-
ginia and sending people in there many of whom don’t pay any taxos.
Frequently we have to furnish them facilitios of different kinds at tho
expense of the Stato of Virginia, _

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

Senator Goru, Mr. Chairman, T move that we recess for lunch.

The Cuamman. 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, and yet ¥ opposed it. :

Senator Kunr. Thero is no comparison. It stands alone.

The Cuareman. That is right. '

Are thore any further questions?

Thank you very much, Mr, Tallamy. - : N

Now, tho next witness is the Director of the Budget, Mr. Maurice H.
Stans, > '

Senator Gore. Mr. Chairman, T have a luncheon engagement that
is of personal importance to me. 1 hope the Chair doesn’t intend to
finish with the Director of the Budget today.

v
\
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Senator Kurr., We have only got until 1 o clock. I say to the
Senator, under the situation over in the Senate-—-m

(Discussion off thoe rocord.)

The Cuamrman. Mr. Stans,

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

Mr. Srans, Mr. Chairman, and mombers of the committiee, I have
a very short statement,  Assistant Secrotary of the Treasury, Mr,
Laurence B. Robbing, also has a very short statement,  Sinco they
both bear on financial matters, T would appreciate it if wo could both
rend our statements and then be questioned togother. 1 think it
would help the committee’s consideration.,

The Cuareman, Proceed,

t” Me. Svans. T would like here to discuss with you the important
question of providing adequate financing for the Fedoral-aid highway
program. Since other witnesses are available here to testify on the
program activities, 1 should like to liwit my remarks to consideration
of the budgetary implications of the present situation.

Three years ago, in the TFederal-Aid Highway Act of 1956, the
Iederal Government embarked on a greatly expanded program o
build interstate highways, sharing the costs 90 1o 10 with the States,
The decision was made at that tire by the Congress that this and
other Federal-aid highway programs should be separately financed on
o pay-as-you-go basis, A specinl highway trust fund was establishod
by law lor this purpose, with certain highway user taxes designated
for deposit into the fund.

T'he law further declares, as o policy of the C
it appears that total receipts of tho trust fund w
anticipated expenditures—
the Congress shall enact legislation in order to bring about a balance of totul
receipts and total exponditures * *

Tast year legislation was enacted which accelerated the Interstate
Highway authorizations and substantially increased authorizations
for other highways, These changes, and higher cost cstimates, have
upsot the self-inancing principlo of the Federal-aid highway program.,
In approving the 19568 Highway Act, the President specifically pointed
out the nocessity for action by the Congress in 1959 to provi,({e addi-
tional funds for the enlarged Federal assistance under the act in order
{;)0 maintain the Federal-nid highway program on a self-sustaining

asis, :

In his budget message to the Congress last. January and a special
mossage to the Congress on May 13, 1959, the President recommended
onactment of legislation 1o provide additional revenues to the highway
trust fund by increasing highway fuel taxes by 1.5 cents, to become
offective July 1, 1959, and to remain in offoct through the fiscal year
1964, . ,

In the absence of action by the Congress, the highway trust fund
will incur a deficit now cstimated 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

ongireas that whenever
il Iuil short of total
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program on schodule were to bo financed from the general fund, it
would soriously incronse the burdon placed on the Government's
goneral budgot,. ’

IMMEDIATI BUDGETARY OUTLOOK

"The necessity of providing additional revenues to keep the highway
fund solf-financed bocomos apparent when wo look at tho genoral
budgetary situation,  Wo are in a poriod when a policy of sound fiscal
responsibility cortainly calls for the Government to keop its oxpendi-
tures within 1ts receipts and even to reduce the national debt if possiblo,

Last January, the President recommonded a budget which was
clogoly balancod, with a surplus of $70 million,  Sincoe then, interest
costs on the public debt have gone up significantly—as 1 recently
indicatod to the Mouse, this increaso will be at loast, $500 million.
As of now, howover, it is our expectation that thore will bo sufliciont.
revenuo to cover the addod intorest costs and, if this were the only
unplannoed expendituro increnso, the budget would still be in the black,

}Iowovor, thore aro other factors which will bear heavily on the
1960 budgot and are tonding to forco us into o doficit.  On the rovenue
side, tho unwillingness of the Congress to enact a postal rate incroaso,
inerensod taxes on aviation fuel, and cortain other recommonded tox
changos add up te $500 million,

On the expoenditure side, the Congross has enactoed some increases.
boyond the administration’s recommondutions, the most significant
};Sillng $100 million for vetorans’ direct lonns and the pending housing

ill.

While it is too early to be definite on actual revenues or expenditures.
for tho year, tho present probability is that the combination of these
factors will produce a doeficit.

hile I am on this subjeet, I would like to say a word hero about
the appropriation actions this yoar. Although the Congress has.
rmlucc(l tho President’s appropriation requests for 1960 on all but
two appropriation bills, tfm net effect w(illl actually bo a negligible
change --porhaps even an increasc—in expenditures for the year.
The reason for this is that the significant reductions in appropriations.
will l)rosumnl)ly occur in military construction and mutual security,
which consist principally of long loadtimo items, and on which reduc-
tions in obligational authority have no notable effect on exponditures:
until 1 or 2 years later. Reductions in all the other appropriation
bills wero largely offset by the increase in the appropriations for the
Department of Health, Education, and Welfave,

\s for 1961, thore are built-in incronses in existing programs and
legislation already enacted or certain of enactment which will add over
$2 billion to the budget. Incroases in voterans’ pensions, a new
program of Government employees’ health insurance, and growing
expenditures under programs for urban rencwal, Public works, outer
space, defense education, the Development Loan Itund, civil aviation,
and 80 on, will have a material effect on 1961 expenditure levels.

In brief, we are faced with the strong likelihood of deficit spending
{p 1960 and 1961 unless we take the actions nccessary to hold the

ine. :
‘ THE PENDING FEDERAL-AID HIGHWAY ACT OF 1959

. The bill bofore us differs from the administration’s recommendations:
in these two significant respects:

i
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1, Tt increnses the tax on motor fuel by 1 cent for a 22-month poriod
beginning September 1, 1959, as against the President’s recommended
‘incronse of 1.5 conts for 5 years beginning July 1, 1959,

2. Tt transfors from the gencral fund to the highway trust fund the
oquivalent, of a 5-porcent, tax on passenger automobiles and parts for
3 yoars—July 1, 1061, through June 30, 1964. The administration
has opposed such o diversion.

Notwithstanding these differences we are willing to accopt this hill
a8 & temporary measure sineo:

1. The additional revenue will solve the financial problem of tho
highway trust fund for the next 2 yoears without a drastic curtailment
of the program.

2. fl‘im ill’s proposed transfers from the general fund would not,
take offect until aftor roports by the Secrctary of Commerco on high-
way costs and equitable distribution of tax burdens are due to bo
placed before the Congress, early in 1961.  The proposed diversion
oan be reconsidered at that time and appropriate action taken.

]()n this basis, [ urge enactment of this bill at this time without
change.

Soﬁnt,or Kuni, Mr., Chairman, T make the suggestion that while wo
have Mr. Robbing’ statement before us, that we let him read his
statemoent while we wait for Mr, Stang’ statement,

The Ouamman, You go ahead, Mr. Robbins,

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

Mr. Ronsing. Mr, Chairman, and members of the committee, I am
glad to have this opportunity to present the Treasury Department’s
viows on tho financing of the Foderal highway program.

In the highway logislation which it enacted in 1956, the Congress
established certam policies for the long-term financing of the Federal
highway program. It determined that the costs of the program should
be paid by taxes which are in tho nature of user-charge taxes. It set
the rates of these taxes so that revenues would bo sufficient to pay the
oxpocted full cost of the program. By establishing the highway trust
fund and directing that totel expenditures at any time could not execed
%Vt.mlillable revonues, the Congroess established the policy of pay as you
build.

The Treasury Department strongly suI‘)port,s the principle of pay
a8 you build from, taxes specifically enacted to pay highway costs, and
for that reason continues to foel 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 seom to be unnocessary to review in detail the immediate
financial problem, The rate of outgo from the highway trust fund is
groater than the income. The balance in the trust fund at the present
rate will be exhausted by October, and action is necoessary if the States
are to be reimbursed for work performed and the program. is to be
continued without serious interruption. : .

H.R. 8678 falls considerably short of the President’s rocommenda-
tion. However, by providing a 1-cent tax increase for 22 months it
does mako possible a continuation of the program for several months

'
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~boyond tho dnte on which the reports of the studios of the Departmont,
of Commeree are to bo submitted to the Congress,

The section in TR, 8478 providing for transfers of excise taxes (o
the highway trust fund is ono which the Trensury Dopattment eannot,
rogard fuvorably,  Wo undorstand that the wwmin purpose of this
sugtion 8 to make possiblo apportionments for 3 yones aftor 1901
without suspending the Byrd amondment, but the Trensury has boon
and is opposed, in principle, to the diversion of general revenues for
specitio purposes, aid it i our carnest hopo that this will not boe part
ulf the ultimate tinaneing plan,

To moeot tho present situntion, howoever, in the ronlization that tho
Congress must, woigh the economic impaet of o somowhat diminishod
highway program Logothor with finaneing plans which are practicablo
and achiovablo, the Trensury, while not approving 1T.R. 8078, will
aceopt, it roluctantly in the hopo that as n result, (»F continued study,
and aftor the Commereo Dopartmont’s roports huve boon submittod,
a satisfactory plan for permanent finaneing of the highway system
ean bo dovised whioh will eliminate the revenue transtors proposed in
this bill,

The Cuareman, Any questions?

My, Srans, OF course, the committoo will have to, will want to
ohangoe the offective date, sineo Soptomber 1 has alrondy  passod.,
With prompt action, the bill could becoma effaetive by Soptombor 20,

The Cuareman, Mr, Stang, what is the amount of the diversion of
tho S-peroont tax on passengor automobilos?

My, Soans, 1t W()ll{d bogin in isoal 1902, Tt would amount in that
yoar to $802 million, and in 1963, to $831 million, and in 1964, to $8564
million, 'That is the total of all tho diversions.

The Cuxrman, That comes about by diverting one-hall of the
10-percent tax on passenger awtomobilos and parts?

Mr, Smans. Amf five-oights of tho tax on parts and accessorios.

Tho Ciamman, Now, Mr, Stans, the question has boen discussed
hore this morning as to what brought about this erisis that confronts
us.  Is it your opinion that this is duo to the suspension of the pay-us-
you-go amondmoent?

Mr. Srans, As a dollar and conts matter, that is oxactly the case.

The Cuammman, Mr, Tallamy testified on June 22 before the Ways
and Moans Committeo. 1o said:

An action by the Congress at this session regarding the temporary inoroaso in
Ltrust funds would result in the following:

First, a 9 months’ stoppage of all contraoting for new highway construetion and
right-of-way acquisition,

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

Mr. Srans. Yes.

The Cuamman. Ho mado another statement:

Second, the delayed payment of many 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 CusirMan (reading):

Third, nearly cut in two the total interstate highway construction authorized
for fiscal years 1960 through 1963, ‘
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Iy that due to the suspension of the pay-as-you-go amendment?

My, 8Boans, Yos. Whon 1 say it is duo to the susponsion of the
Byrd ntnendmont, it iy due to that fact plus the incroased authoriza-
tions that wore in the same bill,

The Cirateman. If they hadn’t suspended the so-called pay-as- you-

o amendmont, wo would not havoe this situation confronting us where-
y thore is gront pressure brought to bour to inereaso the gasoline tax.

Mr. Sveand, That is as 1 ses it, that is correct,

Honator Gonn, Will the chairman yield thore?

"T'he susponsion of the Byrd mmm(ﬁant pormittod apportiontnents
10 bo mado irvespoctive of the amount of funds appearing in the trust
fund. "Those apportionmoents wore made in conformity with the 1056
act.  Thowo apportionments for the Interstato and Defonse 1ighway
Yystom have not yeb resulted in expenditure, so when Mr, Stans makes
tﬁ'o statomonts ho just made, like Mre, Tallamy, he is telling only purt
of the story.

Thoe apportionments that woere made 1 yoar ago to tho Tntorstate
System fuwo not resulted in any disbursements by the Federal Gov-
ornmoent.  As the nblo chairinan knows, it requires o period of approxi-
matoly 2 yours aftor apportionments for States to make surveys, to
lot, tho contracts, for t‘m contracts 1o bo performed, vouchers to bo
submitted 1o the Fedoral Goverminent, for reimbursement,  There-
foro, this is only paret of the story. We probably would have this
problem. today wit,lhoub the 1960 act, ‘

Mr. Tullsmy testifiod that—-----

Sonntor Kunn, The 1958 wct.

Sonator Goun. Mr, Toalluny testified, and you heard him, Mr,
Stans, that irrespoctive of tho 1958 act, the Congress and the country
and tho Burenu of Roads would bo faced with a slowdown and a
strotchout without dgetion,

In many respects wo face the same situation now that we faced a
yoar ago. It was made more ncute by the acceleration of theABC
programs which have resulted in disbursement, I believe I have
made a correct statemont,

Mr. Srang. Senator, I just must respectfully disagree, and I think
it wlould bo helpful if we took up the points one by one that you have
mado.

The highway trust fund was fiscally sound, and no apportionments
had been made to tho 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, es tho Senator says, that the program may not under the
available funds have proceeded as rapidly as the original schedule.

Senator Gorn. On schedule,

Mr. Srans. But what 1 am saying, and I hope this is elear, is that

“the action of the Congress last yoar 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 Gone. Is it not true, Mr. Stans, that had there been no
1988 act, there would not have been suflicient funds in the trust fund
either then or now to make apportionments to keep the highway pro-
gram on time schedule of the 19566 act passed by the Congress and
signed by the President?
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Mz, Spans, That is correct, but T submit, sir, that is a different
mattor,

“Benntor Gonrm, T submit it s o part of the samoe matter,

Sonator Bunnwer. Mr, Chaivman,

Benntor Byrn, Senntor Bennett,

Senator Bunnwer, As one of the fow men who stood with the chair-
man in defending the Byrd amendment in the 10568 aet, iwn’t it foir
to sy - - -

Senator Kwiw, Tn the 1056 act.

Senstor Bunswir, Yes, but, T mean when it was oliminated in the
1958 act,

Tan't it faiv to sy that tho reason for the Byrd amendment was to
provide that if and when wo faced the situation in which there was
not money in the trust fund to require a stratehout, or some othor
devieo to keep the fund solvent, and from that point of view, I don’t
think: —this is just my porsonal opinion ~I don’t think it is fair Lo say
that the 1950 net obligated the ‘hn'mm of Public Rowds to continuoe
the program on sehedulo,

I think the effeet of the Byed amendmont was to serve notico on
the Bureau of Publie Ronds “If you haven’t got the money you huve
got to slow up tho schodule”  Tan’t that a fair statomont, Mr,
Chairman?

Senator Byrn. That is n fajr statement, Tt would give the Congroms
a chancoe to consider the matter calmly instead of buing foreed (o do
something now that porhaps many of us don’t want to do, becauso
thoy have alrendy allocaiod the money and let the contracts,  Natu-
rally those contracts when they are performod by tho contractors, puy-
ments must be mado.  If wo stay within the pay-ns-you-go amendmont,
that situation would not have arisen.

Senator Brxnurr. Couldn’s wo have known when wo passod the
1958 act that wo mado o situation like today’s situation inevitable,
when we took the Byrd amendment, off?

Sonator Gorm. 1t was already inovitable.

Senator Bunnrrr., 1t scems to mo under the 1950 act the Burean
had the responsibility to slow down the program if it didn’t have the
noney. 1on wo lifted the Byrd amendment and said “You've got
to go ahead and make the apportionment whether you have got the
money or not’, we ilwvimbiy eronted tho situation wo face today,
when we know in advance we wors not going to have the monoy.
We went ahead on that basis. Now we've got to meot and provido
the I;unwy to makoe up the defieit, and it secoms to mo it is just that
-simple. ‘ :

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

Senator Krrr. I want to got the rest of the act that wo are talking
about, Isn’t there in the statute somewhere, if you or your counse
will please find it for me, a statoment to tho effect that ono of the

urposes of the Byrd amendment is so that Congress will havo in-
ormation as to whether the expenditure and income of this fund
were in balance, and if it wero not to do what is necessary to put it in
balance? ‘ ‘ - '

Mr. Stans. Yes. T B

Senator Kerr. Perhaps Mr. Enfield can help me on that. .
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My, Enpmnp, I think you havo roferenco to the provision of the
Highway Rovenuo Act of 1956 which is 209; 209(b) doclares a policy.
It snys:

L, i horohy declared 1o bo tho policy of the Congress that if it herenflor appears
%l) that the total roseipts Lo the trust fund exelusive of advanees under subsection

d) will ho Tosw than the tolel oxpenditares from sueh fund exclusive of panymoents
undor sueh advanees, or (2) thud the disteibution of tnx burden pmong tho various
olnssos of porsons udng the Poderal sld hlghways or othorwise deriving henoflts
from suoh Lluhwnyﬂ o nob oquitable, the Congress shalt enaot logislation in order
1o bring shout n brluhoe of tolad ressipis and lotal oxponditures for such equitablo
distribution ay tho ense may bo.

Honator Kunn, Yes, that is the language that, T alio was looking
for. 1 remombor some such langunge in the bill, and if I understand
ity it was tho doelared policy of the Congress that if the total receipts
woro lows than the total expenditures, that Congroess shall ennet, legis-
Intion in order to bring about & balance of total receipts to total
oxpnndimmw.

Phat is in the same act that says they will not spend it until they
gob it, isn’t it?

Mr, Srans, You,

Senator Kuin, So that we are operating ander all of the law and
not just, tho Byrd amondmont, aren’t, wo?

Mr, Srans, T understund thnt wo are, sir,

Sonator Kunn, And the action of the Congress here last yoor in
nocolerating the program was in order to bring the construction up to
tho gehodulo sot forth in the 1956 net, wasn’t it?

Mr. Svans., My, Tallamy replied on that.

Sonator Kunun, That was your testimony, wasn’t it, Mr. Tallamy,
wside from the increase in the ABC apportionment?

Mr. Tatnamy. Yos. '

Sonator K, So that the Congress in the exercise of their judg-
ment saw fit to accolerate the program, mindful I'm sure of all the
provisions of the law or one which said tfwy couldn’t pay it out unless
they had it. Another which said that if the expenditures got to
where they were grontor than the reccipts, that tho Congress shall
onact logislation in order to bring about a balance of total receipts
and total expenditures, and that 18 the purpose of this act, isn’t it?

Mr. Srans, Yes, sir, but may I point out that at the time the
Congress last your incrensed these authorizations, it also specifically
waived tho Byrd amendment for a period of 2 yoars.

Senator Kurr. 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.

Mzr. Stans. They couldn’t apportion it until tho moneys were in
the trust fund.

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

Mzr. Srans, Certainly not. T think it was a very responsible act
to put the Byrd amendment in the bill in the first place.

enator Kxur. Do you think that the act of last year had any less
dignity or significanco than the act of 1956? '
Ar. STang, I cortainly 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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Sonstor Byun, Senator Froar?

Sonator K'ruan. § have no questions,

Sonator Byup, Senator Willinms?

Sonator Andorson?

Senator Douglas? .

Sonator Douvaras, This bill provides for an incrense in the Fodoeral

usoline tax from 3 to 4 conts, TIs there an incronse in the tax on
diosol fuel?

Mr. Srans, Yos, :

Senator Dovanas, How much is that ineronse?

Mpr. Tannamy. The samo thing,

Mr, Ronmng, This is an inerenso in tho tax on motor fueln,  "That
in tho way it is reforred to in tho net.

Sonator Doudanas, From 3 o 4 conts and that applices to diesol fuel
as woll a8 on gasoline,  Is thoro an incrense in the tex on lubricent,
lubricating oil‘g

Mr, Srans, No,

Senator Dovanas, What is tho prosont tax on lubricating oil?

Mr, Srans, Six conts o gallon,

Sonntor Dovarnas, How mueh, does it yiold?

Mre. Ronuins, The estimate for fiseal 1061 is $74 million,

Senator Dovatas, May 1 ask why you didn’t increase the tax on
Tubrieating oil?  You inereaso the tax on gasoline by one-third from
3 to 4 conts.  Why didu’t you inerease the tax on lubrienting oil from
6 to 8 cents?  That would have raisod $24 million,

My, Svans, The lubrieating oil tax does not go into the highway
trust. fund. Lt goes into gonoral revonues,

Senator Dovaras, Why did you put it there?

My, Sraws, It is not thore now,  That is my answor, sir,

Sonator Dovanas. Would you recomnmoend it being put in?

Mr, Srans, No,

Senntor Dovaras, That would raise 72 plus 24, 96 million,

My, Srans, Tho administration and the }’r(asidcnt have consistently
opposed tho transfor of existing genoral fund revenues into tho high-
way funds.

Whatever wo do thero increases our problem in the general fund.

Senator Douaras, 1t scems to me anomolous that you turn over
the gasoline and dicsel fuel taxes to the highway fund but don’t turn
over lubricating oil receipts,

Mr. Srans, All 1 can say, sir, is that it was an anomoly created by
the original act,

Senator Dovenas, 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 genoeral fund, we could at
least take a $24 million increase and put it there, ‘

Mr. Rossins. 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 Douaras. What portion of it?

Mr. Rossins. I haven’t those figures, but I would think it wag-—-—-

Senator Gore. Approximately one-half, I think.

Mr. Roseing. Yes.
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Senator Dovaras, Now in committee in the House there was
added an amendment in which it was stated that it is the policy of
Congross to take over from the States the various State toll roads
which have beon constructed.  That was oliminated on o teller vote in
the House yestorday by 1 beliove 170 to 84, What is the position
of tho administration on that?

Should this amoendmeoent, be reinstated or should it bo allowed to
rost whore it is?

Mr. Srans. The administration proposes that the amendment not
he considoroed in this bill: the bill as pussed by the Iouse he passed
by the Senate.

Henator Dovaras, Mr. Stens, T always marvel at the way you can
shift, the centor of attention from suthorizations to appropriations,
from authorizations, appropristions and exponditures to suit the
particulur purposoe that you have at hand,

You realizo of course that tho Congress has already eut the Presi-
dont’s wpproprintions by 402 million, cut the President’s roquests for
military appropristions probably $200 million more, foreign aid will
bo eut by $1.2 billion wo that wo are going to cut the President’s
budget by 1.8, You also realize that we are cutting his new obliga-
tional suthority outside the appropriating procoss by about $800
million, so thut we are going to cut tho estimates of the administra-
tion by woll over $2 billion, '

But now you are saying that doesn’t count beeause it does not tako
offect. this coming yoear, although in connection with housing you
anid that it wasn’t the appropriations in the current yoar that mattered
but the nuthorization up to the yoear 2,000 that mattored.

So us 1 say, 1 think you are shifting the field of battle, But on
this quoestion as 1o toll-road expenditures in a given year, even though
appropriations have been mm}c, that lies within administrative dis-
cretion, does it not, and if you think that the Government is being
tompled to denl and expend money in excess of receipts, this tempta-
tion ean be avoided by the simple device of the administration not
yiolding; isn’t that true?

Mr. Svans, T wish it were that simple, sir. It really isn’t. ‘We
have too many reasons for sponding the money that the Congress
has appropriated. .

Senator Doveras, I notice that you are always ready to cut down
on oxponditures for welfare activities, I would like to see you cut
down on some of theso 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
different from yours, but I don’t think that is pertinent to the point,
do not help the—-— '

Senator Dovaras. I have a Congressional Record which keops the
box score each morning. '

Mr. Srans. May I submit, Senator, that I reluctuntly must say
%mt Id ‘;iisagree with the box score appearing in the Congressional

ecor

Senator Doueras. 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.

e oS . A,

B £
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al (V\)’hen roceived the material will be made & part of the committee
e8.) . . ,
Senator Bunnmwrr., Are wo hero to discuss the tax bill? ,

Senstor Dovenag., I admit this is somewhat extraneous but the
Director of the Budget brought it up and I carry on a little subtle
prolpngu.mlu, and I thought that since he did it was proper for me to
reply. , :

Senator Busnurr. May the Senator from Utah make the point
that we are here only undor sufferance from Oregon who gives us until
1 o’clock to operate. ‘Thercafter we may not oporate, and I think
wo have had a voery offective filibuster this morning to }pravenb the
committeo from considering the bill, and I think that ought to be put
into tho rocord. - .

Sonator Dovanas. Did tho Dirvector of the Budget bring up this
statomoent? ’ ,

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

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

Sonator Dovanas, May I read your statement?

Mr. Seans. I'm sorry, T was reforring to the Congressional Record
whon I said that.

Senator Anvurson. The Congressional Record was referred to be-
causoe of what you said.

Mr, Srans. Yeos, I undorstand that.

Senator Douvaras, Although Congress has reduced the President’s
&ppml]l)riation on_all but two appropriation bills, the net effect will
actually bo a negligible change, perhaps oven 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 yoars
later. Reductions in all the other appropriations bills wero‘largiely
offset by increases in tho appropriation of the Department of Health,
Eduacation, and Welfare. In 1961 there are built-in increases in the
program, increases in veterans’ pensions, and a now 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 Anopuson, What connection does that have with road-
building? _

Mr. Stans, That is what I have been hoping to be able to say for
the last 5 minutes, Senator. Just this. If weo don’t have legislation
that produces somo rovenues for the highway trust fund, the high-
way trust fund will be in default by a very substantial amount of
money, about & half billion dollars this year, , :

In that 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 unbalance budfet this year
even with the highway fund on a self-sustaining basis. I was making
& further point. simply to clarify the matter in the minds of anyone
that the appropriations reductions made by the Congress this yoar,
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and T don’t question the desirability of them at all, had no effect of
any consequence on expenditures in 1960. And I make that point
simply because it is the relationship between tevenues and actual
expenditures that determines whoether we have o surplus or o deficit
in the fiscal year. ' ‘

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

Senator Dovaras, Yes., I am through with my questioning.

Senator MceCawruy., Mr. Stans, in the statemoent which Senator
Douglas just read you have made reference to the fact that some of
these reductions don’t moean much because they are long-term. in the
obligational authority. You mako particular reference, howover, to
the appropriations for Health, Education and Welfare.  Now within
thoe last 2 weeks the President vetoed the public works bill.  This is
one of those involving long-term obligational authority, is it not?

Mz, 8rans, Yos, protty much so. ‘

Senator McCarrny. And you put great stress upon N figure of
$800 million although much oly this would not, be spent, for many yoars.
Yet tho administration did not feel the appropriation for Henlth, Edu-
cation, and Welfare which involved an increaso of $250 million, most
of which T assume you intend to spend in 1961 or 1960. Why did you
veto the ono and not veto the other since the point oi balancing the
budget secms to be so important?

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

Henator McCarrrny. But you say in your statement here that this
increase will have a material cffect on the 1961 expenditure level.
Now you say it will not. '

Mr. Srans. I dido’t say that it would have a material effect on the
1961 expenditure lovel. ,

Senator McCarmay, You say “increase in expense, defense, educa~
tion, Government health insurance.” You refer to the incrense in
the appropriation to the Department of Health, Education, and
‘Welfare? : ‘

Mr. Stans. Yes. I rofer merely to that.

Senator McCarrny, These reductions were offset you said by this
appropriation, which clearly indicates that you expect or you want us
to spend this in 1961, _

Ir. Sraxs. I had no such intention and I hope the statement
doesn’t convey that thought. T am merely saying that the reductions
in appropriations made by the Contgress 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 McCarruy, But this wouldn’t have any significant effect
anyway. :

Mr. }éTANS. I am merely analyzing this matter, because I think
it would be helpful to this committee to understend the physical
situation of the Government in considering this particular pieco of
legislation. ' ' '

Senator McCarrny. 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 éffect on the budget.
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Mr. Srans. On the 1962 budgoet the two together would have an
offoct of about $100 million.

l.‘n‘m\;m».r MceCawriry., Why did you veto the onoe and not veto the
othor’

Mr, Srans. Senator, T don’t voto o bill,  That is the President’s
judgment,

Sonator McCawruy, Why do you advise?  Could you explain why
your administration, tho admimsteation of which you are a part,
Yotoes ono and not tho othor, sinco both included nonbudgotod items,

Mr. Seans, L oean’t oxplain all of the reasons in the President’s
mind for votoing this bill, but T am sure that it was the basic human
considoration that health and education and wolfare aro the kinds
of things that in the prosont fiseal situntion in governmoent are possibly
more important than public works?

Senator Kuri, Will the Senntor yiold?

Sonator McCawrry, Way the Prosident not concorned about thoesoe
things when hoe drew up the budgoet?

M*i'. Seans. Cortainly ho was,

Senator Kurk. | think in justice to the record that he rocommendod
voto of both,  "That is my understanding,

Sonetor MceCarruy, Mr, Stans did.
| Slmmlm‘ Kuenr, I think in justice to him, he recommended vetoing
wth,

Mve. Srang, T would rather not commont ou that.

Sonntor Byun, Tho hour of 1 o’clock has arvived. We cannot
legally sit oven for a fow minutes. ‘ .

Sonator Kurnr. Mr, Chairman, T move wo go into a short illegal
oxecutive session.

- Senator Byun., The Chair is unable to sny when wo can reconvone
but thore will bo another public session,  Senator Gore has a proposed
amondment,

Senator AnpursoN. Is it not true that while we are not logally
sitting, thero is no rule of the Senate that keops us from taking testi-
mony? 1t only keeps you from taking votes.

Senntor McCarruy. We eannot keep any oflicial rocord.

Senator Kxrr. Wo eant continue on an informal basis.

Senator Byrn., Wo can’t take the testimony.

Senator AnprrsoN. You cortainly ean tako it down. It is done
overy day in the year,

Senator Kuer. What wo can’t do is take official action.

. Senator Gore. T think this is one of the most important issues to
como bofore the Congress this yoar. Wo can’t deal with it sutnmarily.
1t rgquircs attention and considoration and a public record should be
made. \ ‘

Senator AnpursoN. The Senator from Tennesseo knows that you
can make a public record. Wo ought to finish with these two wit-
nesses I Woull()l think, and then do what you wish.

Senator Gorr. I understood from the chairman that we could not,

Senator Bynn. 1 haye no objection, but he was informed as ho
understood it by Senator Johnson over the telephone, that we could
not meet-legally after 1 o’clock and take down the record. '

Senator Kerr. I make a motion that we remain in session for a
brief period of time illegally. . :

Senator Byrp. All in favor of meeting illegally, say f;‘dye.‘”
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(Chorus of “ayes,”)

Senator Gonrg. That would put us in the samo status of conteact
control,

Senator Kunn, Is the Senator from Minnesota finished?

Senator MoCawriry, You finish,

Senator Kenw, T just made that one obrervation, hd

Senator Byun, The Senator from Minnesota may proceed on an
illogzal busis,

Senntor Gonn, 1 would like to ask one question of Mr. Robbins
and then yield tomporarily to my collongue ‘ljrom Minnesota,

Mur. Robbing, in your statemoent, you say:

Tho soction in H.R. 8678 provided for transfer of oxolse taxes to the highway
trust fand is ono which the Prossury ennnot regard fuvorably,

Yot you endorso the bill?

Me. Rouming, 1t is explained later on in the statement, by saying
that this is not what wo want. )

Senator Gonw. | undorstand,

Mr. Rousurns. But we accopt it,

Senator Gorw, But you do endorse the bill?

Mr. Ronning. Wo aceopt. it yos,

Senator Gonrn, Now this second sentence in that paragraph reads
as follown: _

Wo understand that the main purpose of thig seetion is o mako possible appor-
tionmonts for 3 yewrn aftor 1961 without suspending the Byrd amendment.,

Senator Byrn, Wo are discussing procedure.

Sonator Gonrw, That is all vight, I don’t object. 1 just don’t want
to wasto my time.

Senator Byun, Wo are listening.  Go ahead.

Sonator Gounu, 1 was reading a statement which Mr. Robbins has
mado which in my view is incorreet, and unsupportable and I want to
ask him about it. It refers to tho suspension of the Byrd amendment:

We understand that the main purpose of this seetion is to make possible appor-
tionments for 3 years after 1961 without suspending the Byrd amendment,

Now will you be so kind as to say to the committee whether you
roally mean to say that, and if so why?

Mr. Ronsing., The discussion in the House Ways and Means
Comumitteo at the timo that this proposal was made is the basis for my
statement that our understanding 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 expectod revenue.

Sonator Gorm, i notico that you make this statement about some
discussion in the Ways and Means Committoe. Is it a factual stato-
ment or is it not?

Mr, Ronuvins, It is my understanding of it, sir, the understanding
that the Treasury Department has.

Senator Gorn. Will you take the bill and show us just how this

is going to apply to permit apportionments, to make possible appor-
tionments for 3 yoears aftor 19617 ‘ :
. That is 1962, 1963, and 1964. Will you be so kind as to show us
that? ‘ : L
-~ «Mvr, Rosping, T don’t know ‘that there is anything in the bill that
brings that out. : ! ‘ :

Senator Gore. Then why do you make the statement.
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Mr. Rosnins. The apportionments will be made in 1959 and should
be made now for the fiscal 1961, apportionments will be made at somo
timo during the 1960 period for fiscal year 1962, and the following
years in a similar way. - o

Senator Goru. But the statement you make here is with respect to
thb 3 yoars aftor 1961, and will you bo so kind as to either show us
that this is a correct statement and how it is correct, or say that it is
a misunderstandin%. I would appreciate it. S

Mr. Rossins. The bill provuﬁbs for these transfers for 3 years
following fiscal year 1961, ' Co oo

Senator Gore, When do the gasoline texes end?

Mr. Ronsins. June 30, 1961,

Senator Gonx, Apgortionmenta depend upon what? ;

Mr. Rossins. Under the Byrd amendment? The Byrd amend-
ment governs expenditures that are expected to be made for the years
that are affected. ' ‘

Senator Gorx. 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. Rosuins. I think the law requires the Seeretary of the Treasury
to certify that the expenditures be made under the apportionments
will be within the revenues available in the trust fund. . o

Senator Gone. Is it not true, that the transfers and levies contained
in FI.LR. 8678 are for the purpose of making limited apportionments
available for 1961 and 1962? '

. Mr. Ronsins. The increase in the motor fuels tax is for the purpose
of making limited apportionments for 1961 and 1962. o
Senator Gore. So are the transfers. :

Mr, Roesins. The transfers are to cover apportionments to be
made for the years following 1961,

* Senator Gorz. I don’t want to press the point.

(Discussion off the record.) ‘ ‘ Co

Senator McCarray, 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 apipropriations 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? 4 : ;

Mr. Srans. I'm sorry, the gentleman has me confused with both
figures, 1 don’t recall saying either one. : L

Senator McCartay. I was asking you about the increased appro-
priation for health, education, and welfare. You said the actual
ezx}l)lgrldibures for the next fiscal year would not come to the full $2569
million. , . : s , :

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

Senator McCarrrY. Taken altogether

Mr. Stans. Those two bills together. SR

- Senator McCarray. 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

1

V
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expenditure., Tn other words is it your opinion. that the reductions
the Congress has made would not offsel. what you estimate to be a
$100 million increaso in expenditures as a rosult of the increases which
Congress has made? .

Mr. Srans, That is correct. Taking all of the appropriations it
is my cstimate that thore will be a very small decrease in expenditures
in 1960.

Senator McCarrany. We decreased—if we decreased tho 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 MoCarrmy. Altogether all of the reductions made by
Congress will not in practical effect reduce expenditures by less than
$100 million?

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

Senator McCarmay. 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 Byrp., Will the Scnator yield for a moment? We have
gﬁnm? word from the majority leader that even taking testimony IiS
illegal, :

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

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

r. 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
‘which results from cutting the appropriations will occur in 1961 to
some degree and in a larger degree in 1962 and 1963,

Senator McCarray. Yet the increases which Congress has ap
proved, you say that almost 50 percent of that will be reflected in
mcressed 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 8 years to spend. The increases in defense are partially
in military personnel, in HEW, for medical rescarch, and those items
tond to go out that much faster. :

Senator McCartay. But these expenses will be aceelerated and the
administration now believes that the congressional increase in appro-
‘priations for health, education, and welfare secem to be necessary to
meet the needs. . '

It means you are going to spend the money. oo 4

Mr. Srans. No; I don’t mean that, that is subject to the statement
the President signed at the time he sioned 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 McCarrny. Mr. Chairman, T will rest at this point.
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Senator By, Wo will rosume ns soon as Mr, Morso allows us to,

Me, Ronping, Mr, Chaivman, may | muake a very minor correction
in a statomont I made in answor to 8 question of Senator Douglas for
the record about lubrieating oil? 1 ma.i(\ that the estimate for 1961 was
$74 million, It in tho estimate for 1960,

(Whoreupon, abt 115 pan. the heaving was vecessed, to reconvene ab
346 pan of the sune day.)

AWVPRRNOON BEHNION

The Caneman, The committes will comoe to order,  Sonator Goro,
do you have any further questions?

sSonator Gorn, The Semntor from Minnesoln was guostioning.
However, 1 will be glad to proseed,

Seuntor Byun, Do you want to present your amondment now and
dinouss it? :

sSonator Core. 1 want to ask o fow questions fiest,  Mr, Stans, nro
you asquainted with the recommendation of the administeation sub-
nmitted on March 11 of last year with respoot to the highway program.?

STATEMENT OF MAURICE STANS - Resumod

Me. Seans, CGlenerally, but T don’t have the specifies in mind, T
dow’t have n copy of it hore,

Senator Gors, Ave you awarce that in this recommondation the
President recommended that the Byrd amendment bo susponded for
3 years?

Mr, Sreans, Yos,

Senator Goru. Then when the Congross acted in 1058 in susponding
the Byed amendment, it not only acted with the approvu{ of tho
Prosident but upon the vecommondation of the President.

Mr. Srans. Yes.  They ineroased the apportionmonts boyond thoso
which the President had in his request by, T beliove, n considerablo
amount, but there is no quostion the Prosidont had recommended an
incronse in the highway program last yoear, and T beliove -

Senator Gore, I am not coinf)lnining about it. 1 just didn’t quito
got. tho point why you were making so much of the fact this morning
that the Byrd amendment was suspended for 1 yoar when the Prost-
dent recommeonded that it bo suspended for 3 years? ‘

Mr. Srans, I think actually it was suspended for 2, but I am not
here, Senator, for the purpose of pointing any fingers or anything liko
that. Just to say that t{m action takon last yoar doos result in the
financinl predicamont which the President and I am sure tho Members
of the Congress understood last yoar would have to be dealt with this

oar. :
Y Senator Gore. And in doing so, the President approved the action
though he had recommended that it be suspended for a longer porim{
than the Congress suspended it for. S ‘

Mr. Stans. Senator, offhand I am not sure whether I recall whether
his recommendation was for 1 or 2 or 3 yeard.

Senator Gorg. I give you my recollection that it was 3 years. 1
would assume that is correct. -

Mr. Stans. I would accept that.
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Senator Gonn, I don’t wish to belabor the point but it seoms to mo
thore was no point in belaboring it in the fiest instance,  Congress
had acted to continue the highway program on schoedule as to the
Tntorstnte System, and had actod to aceolorate the construcetion and
improvoment of ‘nighwwrs on the primary, secondary und urban
nystoms as i monns of rolioving sovere unomployment.

< In so doing it will ubvimmlypimvo un offoct in future yonrs ag it has
had an offoct now,

Mvr. Chairman, T only cite this to indicate that much ado was made
of the fuet that the Congress had brought us into this terrible dilomma,
whan in fact the Congress aeted upon the rocommendation and with
the 'm‘lppo'i‘t}’ and concurrence and approval of the President in this
roguad,

’:{%emnmr Burrun, Will the Sonator yield?

Soenator Gonn, Yos,

sSonntor Burnki. Was that the testimony of Mre, Stans? T thought
you said that the President had asked for a suspension but on a very
modest, basis, and then the Clongress had greatly incronsed the request,
‘I"f the Presidont, and had given more, much more than he had ssked
for,

Mg, Seang, Thaet is true,

Senntor Burnur, T think we ought to have both figures. What did
the President want and what did he finally got?

My, Gwans. 1 don't have them and my memory doesn't cover them,
but 1 am sure that Mr. Tallamy who is hero, could supply them right
now.,

Senator Gorw, 1 have copy of Mr, Rothschild's testimony in which,
on page 596 ho rend from the President’s message as follows:

In tho next fow days the sdiministention will ask the Congress to amend the
Highway Aet to suspend eertain exponditure limitations for 8 yonrs.  If enneted,
this mmendment will permit apportioninent to the 8tutes of an andditional $2,200
million of Fodoral funds, all of which will be pleeed under contraet during the
enlendar yents 1968 to 1961, . Adoption of this amendment will permit the sppor-
tionment during ench of these yenrs of o total of $2,200 million of Fedoral tunds
for intorstato-highway construction alone,

Senator Burnuu, 1f that recommendation had been carriod out,
would this bill be necessary?

Senator Gonw, Yes,

Senator Bureki. T mean to what extent, Mr. Stans? If you had
earried out the recommondations of the President to make it $2,600
million over a ]Deriod of 3 years, what is the difference between that
*)rogmm ;md the program that has been approved by the Congress
a8t yeur ,

M:;r Srans. 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 BurLer, 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 BurLer, Do you think a helf a cent would have done it?

Mr. Srans. It depend):; upon what is done safter the first 2 years
for which the 1 cont applies. ' ‘
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1f the samo provisions wore to be considored as are in this bill for
tho divorsion of rovonue after the first 22 months, it is possiblo that
a hall cont or threo-quarters of u cont, would have boon adoequate to
cover the administration roconmmendation,

Senntor Burenuk, Tnasmuch as the quoestion was aised, T thought,
tho vocord should bo complote on the point, and T have no further
questions, \

Senntor Gorw, 1 osay to the Senator from Maryland that 1 saw no
point in_the question being raised this morning, but so much point
was made of it that 1 thought the rocord should be complote,

Senator Buruer, Then L thought it should be awplified so now T
guoss wo are all happy.

Sonntor Gorwk. That is fine,  The action of the Congress last yoar
is not solely responsible for the predicameont wo are in,

We would have been in o similar prodicamoent il the Congress had
not passed tho act and 1 think Mre, Stans and we all agree now and
T am willing to forget the subject if you are. ' ‘

Me, Svans. 1 think the problem is how do wo finance what we
committed ourselves lust yoar to do?

Senator Gore, "The problem is not only financing the conunitmonts
already made, but the problom is also to provide for apportionments
in ovdor that the highway progranm continue.  And in that conneetion
1 raised somo questions with My, Tallamy this morning as to. when tho
program woul‘«‘ be comploted. My tables of caleulation now indicate
that tho highway system will not bo comploted under the proposed
program until 1977, Do you agree with that, Mr. Tallamy?

Mr, Tavnamy, That is protty closo to thoe thing, yes. 1 think I
would agroe to it, botween 1976 and 1977,

Wo will syli(. the year and then T will agree with you.

Senator Goru, Wo won’t fuss about that., Mr, Stans, 1 find that
in your testimony bofore the House that you recommended the gasoline
tax as being not only the easicst way to colleet this money, maybe 1
should say to extract it, but the most equitable way. Now how did.
you arrive at a Foderal sales tax on gasoline which is alveady the
weaviest, taxed essontinl commodity, in someo States being taxes 100
poreent of the refinery cost, is an equitablo tax?

Mr. Svans. It follows tho principle which I believe the Congress
has enunciated and applied in the past, that the users or the bene-
fictarios of a apecial servieo of Government should pay for it.

Now, granted there are studies underway which will determine
more precisely who the beneficiaries of the Federal highway program
are, in the moantime tho Congross itself has seloeted the gasoline tax
as the one in the first place. ‘ :

Senator Gonre. Boeause Tongress lovied some tax on gasolino
1 wouldn't think that could be used as an argument that it should
be increased ad infinitum.,

Mr. Stans. No; and 1 would agree that there is a limit of course,
This was a considered judgment in the executive branch afier a groat
deal of study on the problem, and it was rocommendod as bein
the most practical and the most equitable solution to the financia
difficulty we ave in.

Senator Lonva. May 1 interrupt at that point?

Senator Gork. Yes, sure.
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Senator Lona, Mr. Stans, this is o mattor which 1 wanted to make
roleronco to before you eame here. Tt has always been my position,
even when wo set up this highway program, that the excise tax on
new automobiles um‘ also on automobile parts should bo considered
in tho samoe songo as o gasoline tax, an exciso tax on highway uders,
That was not the prevailing view of the Congress. 1 voted against
the wholo program, becauso T folt it wag unsound to look upon only
the tax on gasoline as being a tax on highway users when I thought
these others fell into the samoe eatogory.

Canr you soo xome logie to that position, that those are also excige
tuxes on highway users?

My, Seans, | have not honestly been able to seo logie in that
position, particulnaly from the standpoint of this program, and T will
tell you why., The tax on automobiles existed as one of the excise
taxes with which wo finance the Government before the highway pro-
gram camo into being,  We have a total collection from exeise taxes
of somothing like 8 or 9 billion dollars o year that are a necessary
part in enrrying on all the things the Government dooes.

Senator Gori, T would like to break in there just to say that at
the samoe time wo were doing this, which you have described, the
primary, the sccondnry, and t”ko urhan highways wero financed out, of
the genoral fund.,

So if wo are going to go back, wo need to go back both ways.

Mr, Srans, Yes, wo would, but at the time the highway fund was
crentod, thore wore somo existing general fund taxes that were trans-
forred to the highway fund, ’i‘lm highway fund was not finaneed
entiroly by new taxes, only a portion of it,

Now the problem, Senator, is simply one ol the revenues that the
country neods to earry on its aetivitios,  The same logic that would
argue that the sutomobile exeiso tax should bo transferred to the
bonelit of automobile users would also bo applicable to transferring
the tax on eloctric appliances to the benefit oé those users or the tax
on tobacco or liquor, .

Sonator Lona, Tore ig tho point T had in mind, My, Stans, At the
time we set all this up and voted an additional tax on gnsoline, T voted
against the additional tax on gasoline and 1 voted against the con-
ference report whon that tax was added on to that at the time it came
over from the House, because it seomed to me that we had certain
taxes that wo had regarded as temporary taxes to begin with at the
time that thoy were enacted, taxes which were to be taken off at the
first. opportunity, and it scomed to me as though it would be fair,
particularly in view of the fact that in years just immediatoly preced-
ing we had taken off about $9 billion i taxes, to just transfor these
taxes which had been regarded as temporary in some respects, in
addition to some of the other taxes we were putting into the fund, if
that wore the case wo wouldn’t have had to put the first 1 penny
of additional tax on gasoline,

Of course, even then the amount in the fund would greatly exceed
the amount that was used for highways, and there could be some
reduction of some of these excise taxes, particularly on automobiles,
which most people secom to feel we should deal with first,

Now if we adjust it that way, we would have plenty of money to
look after all of our highways. = Now when you are looking upon this
thing as just a mattor of saying that the Government 18 short on
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rovenue, I personally would prefer to give you revenue in some other
connections or on some other tax bills, which I am not proposing here
but I will propoeso later on,

There ave othor ways I would propose to vote for the Government
to get additional revenucs in preforenco to this gasoline tax. 1 was
just asking you if you could recognize that a tax on new sutomobiles
18 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 gagsoline,

If & man is not using the highways ho is not going to have the
automobile. That is the only purpose he could buy it for.

Mr, Srans. As I say we have a great many excise taxes and the
minute woe start to earmark the use of those taxes for specific purposcs,
we will be using the cost-meeting tax for some purpose or other, and
tho same logic applics.

Sonator Lona. But tho point is that you suggested to us that this
program should bo taxed, should be financed by excise taxes on the
user of the servico,

It doesn’t soom to mo 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
makos just as much sense to tako somo excise tax that we already have
and apply the revenue from that to the service, as it would to levy
an additional excigse tax on the same user of the sorvice.

At least that’s how it seems to me,

Senator Gorn. I agree with your statement that carmarking is
illogical. Tt is without rhyme or reason. But it was the rocommen-
dation of the Administration, the former Secretary of the Treasury
Mr. Humphrey, that this fund was created and certain revenue onr-
markod for that purpose. I agree with you that it is senscless, but
in any event the administration recommended it. Now I notice you
say in your testimony that:

Here is an area in which I beliove you ean reasonably well isolate the benofits
that come from the highway program te the people who use the highways.

Do you seriously maintain that? : ;

Mr. Srans. T made the analogy before the House committee of
the postal sorvice. T think thero 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 Gore. You are aware that then President Eisenhower
recommended this and General Clay recommended this program as
being necessary for national defense.

r. Srans. AllT can do is plead the fact that I have no familiarity
with the events at that time. L

Senator Gorne. Do you think now that the tire industry benefits
from development of improved highways?

Mr. Srans. The tire industry?

Senator Gore. Yes; Goodyear, Firestone. :

Mr, Stans, I am sure the users of tires benefit from improved
highways. o : :

Senator Gore. If better highways bring more travel, more con-
sumption of tires, don’t you think that would make Goodyoar and
Firestone bigger and better? . ‘
© Mr, Stavs. I suppose that factor would tend that way. I don’t
want to be facetious but I suppose good highways meke tires last
longer, too.
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Senator Gorr, 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 Goodycar and Firestone would derive from highway improve-
ment to a tax on gasoline. It is a little farfetched; isn’t it?

Mz, Srans. I’'m not sure how I can answer that, Sonator.

Senator Goru. It is a little farfetched. Now, let’s take General
Motors. Do you think that the automobile industry will benefit by
the completion of this highway program, both interstate, primary,
secondary, and urban.

: M} Srans. Over the long run I am sure that the industry would
yenefit.

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. Srans. Senator, that is a study which the Department of Com-
merce has underway.

Senator Gorue, But you preempted the study. You said this is
equitable.  You have just said here on page 172:

Here is an aren in which I belicve you can reasonably 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 Firestone, to Goodyear, to the oil industry itself. Your
argument just doesn’t stand up. '

r. Srans. Senator, I think you can find indirect benefits to the
oconomy in a great many ways in this program.

Senator Gorg. So do 1.

Mr. Srans. But I think it is provable by experience that the high-
way user, the individual who uses the highways regulatly, 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 this system. That 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 Gonu. So does tﬁe manufacturer of the car?

Mz, Srans. 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 Gore, 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 a
100 porcent tax. So far as I know, the only luxury items are liquor
an(fi tobacco that have such a tax as gasoline already bears. This 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 hig%lway user is already paying $1,600
million in excess of the amount this year that is being used on 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
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products.  Now, if this gets into the question of the equity of the
whole tax systen, T think very well wo might all have a great many
idoas on that,

Senator Gorw, I didi’t raise it. You arve the man who said this
was equitable,

Me. Srans, T said in my opinion-—- -

Senator Gorw, You introduced the subjoct. )

Mr. Srans. 1gnid in my opinion’it was equitable, and unfortunately
the Senator disagroes with me,

Senator Goxru, 1 think it is highly inequitable,

Senator Lova, Hero is o question I wanted to ask along that line.
Whilo I have boeen on this committee this has been in line with the
administration’s recommendation, wo havo voted to reduce taxoes on
a great nuber of things, and I voted Tor a considerablo number of
those, and T am not here to eriticize the administration for making
rocommendations for tax reductions whore it bolioves that thoy can
be justified and supported,

I.Jiut, [ will try to pick out two. As I did vote—T am ono of thoso
Senators who votod for this dividend credit of 4 porcent whon it came
through. I don’t seo how I can justify a vote on the one hand to
reduce taxes on those who draw dividends and then turn around on
tho other hand and vote to raise the tax on gasoline, bocause it would
seom to mo that by doing that, if you just compare those twe, one of
thom is & case of veducing in the main taxation on persons better ablo
to pay and getling that money buck o few years later by raising taxes,
which in many instances fall on people who are not nearly so well able
to pay.

Tho thought just occurs to mo that if the highway users should pay
exeise taxes suflicient to pay for all tho highways, we ought to take a
look and sce what they aro paying. They are already paying 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 tho excise tax program, ‘

1 am not trying to argue with you but that is just my view then and
1 bope you rocognize that theroe is some equity on the part of these
users who arve paying far more than it takes to finance the highways
when we have seen other taxes reduced.

We havo 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
dlel)vicos and beauty products and luggage and a groat many other
things. v

Sg:at,or Lona. Of course that was done at & time when the highway
program was financed out of general revenue. ‘

1 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 somo
excise taxes in time of war and we hoped we would be able to take
them off after the war was over. ‘

Mr. Srans. I understand it was increased during the Korean war.
I don’t know when the tax was originally imposed. ‘

Senator Lona. Didn’t it go on during World War I1?

Mr. Srans, T think it did, sir. '
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The information [ have in tho table before me, gir——-

Sonator Lona. My understending is it started in 1932, It was
hoavily increased in World War 1T and at the time of the Korean war,
Prior to that it was not esrmarked. Then you came along and said
that wag earmarked money, earmarked cortain highway user taxes to
financo the highways. 1t seems to me if you say “carmark certain
highway user taxes” it scems to bo just as well to earmark certain
other highway user taxes to go to higgxwuyﬂ.

1f balancing the budget, which is your problem, we could meet this
problom by raising one (ax just as well as another, That is my point.

Mr. Seans. 1 agreo I am very seriously worried about balancing
the budget.

Sonator Gonn. Mr. Stang, you have told us today that the budget
this yoear in all probability is going to be unbalanced.

Mr. Srans. I am afraid that is the case.

Sonator Gonu, Whether the budget is balanced or unbalanced
tho highway: programs which we are paying for around the world will
continuoe under your policy, but our own program comes to a dead stop
unless we impose upon every man who buys a gellon of gasoline an
additional tax.

Is that a correct statement?

Mr. Srans. Or unless we find some other way of financing this sys-
tom. - ‘ '

Senator Gorr. Well, T intend to find some other way. I intend to
give the Senato 8 coupie' of choices, and T will be glad to comment on
that in just & moment, but meanwhile 1 would like to read to you and
to the clhairman of the committeo, I am sure he will enjoy it, a proud
announcemeont that the Government made on July 7. 'i‘his 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 Lonag. 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 Gore. I read this to the very estimable Senator Russell
of Georgia, and he said:

8o Burma. was willing to receive up to $37 million of economic assistance in
the noxt 4 years, Thig meant Burma had reversed :her six long refusals to accept.
aid as a gift from the United States. Bhe asked the United Btates 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 unbalanced, but ovr own highway program
is going to stop dead 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. Srans. Senator, you are asking me to debate with you on the
validity and reasonableness and propriety of our whole mutual
security program. L :

Senator Gore. Oh, no, T am not. I have supported your program.
I am not esking you, I am not raising the question of whether this is
o wise expenditure. 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 the world. - o ’
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Just lot me list some of them,

Under mutual seeurity included in the present fiscal year there are
obligations of $192 million for highway construction in other countries.

Undor the Dovelopment Loan Fund, commitments have already
boon made of $220 mllion (or transportation and communication and
thoy havo under active consideration at this momoent $350 million
moro, more than the 1 cont gasoline would raise for the remainder
of this fiscal yoar, :

The World Bank has loanod $325 million for highways. The
Kxport-Import Bank, $241 wmillion,

Maybe we ought to make Senator Byrd’s highway trust fund
oligible for a loan from one of these agencies. 1wt would be the
ronction of the administration on that?

Mr, Srans. Senator, I think we are confusing two different things.

‘Smm,t.m' Gonru, No: we are not confusing thom. 1 wm comparing
thom.

Mr. Srans. 1 would like to say this: Cortainly no one heve 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
wo going to pay for it. o

Sonator Gorn, Then how are woe going to pay for these others?
How are we going to pay for this road in Burmu% ‘

My, Srans. That is part of our budget problem as well.

Senator Gounun. But you are going to let it continue, but you aré
going to stop our own highway program dead still October 1.

Mr, Srans, Senstor, wo have a law that says it shall stop dead till
Qctober 1 unless somoething is done about it. : ‘

Senator Goru, And what do yeu proposo to do about it?

Mr. Srans. Wo propose to increase the revenuos in the fund.

Senator Gore, Incerease the gas tax? :

Mr, Srans. That is right.

Sonator Gore. 'Well, now, I propose a substitute., I would like to
have your comment. [ propose cither one of two; I would be satisfied
with either: .

One, I propose to save 1 porcont of all the appropriations except
those statutory requirements that the Congress makes to tho general
fund in the first session of this Congress, and transfer such an amount
to the highway trust fund. I ‘

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 1t prefer
to spend the money, all the money appropriated on the other pro-
%&ams, and then levy an additional Hedoeral sales tax on gasoline?

hich would be your choice? «

Mr. 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-
(];)en_t gasoline tax to continue the highway fund on a self-supporting

asis. .

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 Goxrge. Then you would oppose that? -
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Mr. Srans. 1 beliove we would.,

Scxm;or Gon. And you are speaking for the President in so
statin
' Mr.g Srans. I have not had an opportunity to discuss this with the
President becausoe it came to my atlention after hoe left the country,
but T am qutic certain that that would be his point of view.

Senator Goun. 1 shall not question. that,

Now, in ease the Senate or the commitiee does not accede to this
choice, 1 shall then offer another about which 1 will be glad to have
your commeoent, ‘

The Treasury testified this morning, or maybe it was Mr. Tallam
that the 1-cent gasoline tax for the remainder of the fiseal yoor woum
produce rovenue in the som, of $333 milliov.

The Trossury Departmnent has informed me that o repeal of the
4-poreont dividend eredit would produce revenue in tiw sum. of
$335 million,

Now, which would the adininistration prefer, a closing of this loop-
hole or the levying of an additional tax on every gallon of gasoline!

Mpr. Srans. I think the Secretary of the Treasury could give you
a much bottor answor on that than 1 could, but in his abgence, I will
say that I think the administration believes that any consideration
of changing the dividend credit or any other tax changes ought to
bo considered as part of the goenoeral study of our tax structure, and
should not be brought into consideration of this problem.

Under those circumstancs, we would favor the l-cent incresse in
the gasoline tax, o

Senator Gorn. You don’t think that an additional tax on gasoline
should be a part of that study, either? :

Mr. Srans. It will be a part of the Commerce Department’s study.

. Senator Gorn. But you propose to levy it now and study it later?

Mr. Srans. Yes; we do. ‘

Senator Gore. Now. suppose we repeal the dividend credit and
study it later? ‘

M'i‘r. Srans. May I point out that the House has alrcady voted for
the 1-cent gesoline tax.

Senator Gonrr. And the Scnate has already voted to repeal the
dividend credit, and they shall have a chance to do so again.

Scnator McCarray. Will the Senator yield to me?

Senator Goru, Yes. ,

Senator McCarrry. I note from the testimony of the Director of
the Budget that whereas he talks in the last paragraph about the
study to%)o made in 1961, at the same time on page 4 he recommends
that the 1.5-cent tax be extended for 5 years, '

S Mr. Srans. Yes; that is what the administration recommends,
enator.

Senator McCarrny. Why do you recommend 5 years, and then

sa;ylrviyou want us to hold up until we can get your report in 1961?

r. 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 ever a period of time that is necessary in order to
make apportionments this year and next year. It just happens that
the mechanics of the law and the formula under the JByrd amendment
80 requires. : .

TR E
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Now, the House has proposed to increase the gasoline tax for 2
years, and to transfer revenues for another 3 yoars.

Senator McCarnrny. The diversion of the excise tax collectod on
automobiles would take care of that problem. This is proposed in
the Houso bill. 1t extends for at least 5 yoars,

Mpr, Srans, That is correet, and the administration has said and
the President has said that ho does not believe that the diversion of
taxes is the way to deal with this problem. ’

Senator McCarray. You don’t think that that is the answer over
the 5-yonr period, but you think the extension of the gasoline tax,
increase it for 1.5 conts a gallon for a 5-yoear period is all right, although
you say you are going to present some kind of a report early in 1961
doending with the equitable distribution of the tax burden.

Mz, Srang. Yes, by 1961 we will have a roport with all that analysis,.

and if the law then is inoquitable, the Congress undoubtedly will make
appropriato adjustinents,
"~ Senator McCarray. Could not those recommendations take into
account” tho diversion of .excise taxes on antomobiles- just as well as
they could take into account the &-year extension of the 1.5-cent
increasoe in gasoline toxes? ' ‘

Mr. Stans, I can’t anticipate what the recommendations resulting:
from that study will be, Senator, '

Senator McCanruy. Neither can 1.

Mr. Srans. But if I may go back to Senator Gore, I amn sure that he-
is interestod in further views with respect to his first proposal.

Senator Gore. I am.,

‘Mr. Srans. I have not had too much time to study it, but we have
had otlllmr offorts in the past directed at reductions of expenditures:
generally.

To reduce expenditures broadly across the Government produces a
great many difliculties, a great. many problems that are wuch more:
serious than simply the matter of second-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 o 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.
b.l?mmtor Gore. Of) course, a 1-percent reduction of the appropriation

ills.

Mr. Stans. T understand that.

Senator Gore. And I agree with you that it creates problems. .

Mr. Stans, I might point out a 1-pereent 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 ave:
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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noeds for this fiscal year, and in reaching that estimate, I asked the
GAO to take into' ¢onsideration these statutory requirements, these
irreducible formulas to which you have referred. e

1 recognizo that it creates a problem, but this would not be the first
timoe that a rescission has been made i)y the Congress. Obviously it
creates problems. This gasoline tax creates problems, too.

I got into a taxicab the other day to come to the office. Tho taxi
driver, whom I never remember having seen before, for some reason
recognized me as the junior Senator from Tennessee, and he pulled
off to tho sido of tho street and stopped, and turncd 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 1 am already payin
fmbougdf};ii()() a year in taxes on gasoline. Please fight the ‘FI’ out of it,”

10 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 18 interested in this.

Senator Gonrg. 1 am. ‘ ‘

Mr. Srans. It is possible that a l-percent reduction in authoriza-
tions to spend applied to such items ag procurement and construction,
and in some arocas of personnel, would reduce appropriations for the
year. There is no question about it. And it might reduce the ap-
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
reagon again, as we discussed this morning, a great many appro-

riations 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 s year or
two or three. 1 o

Senator Gorge. Of course, I know we have expenditure budget,
appropriation budget. I am talking of the balance of the budget
that the President presented. . .

Mr. Srans. Then we are talking about ex;i)enditurcs.

Senator Gore. Then there is also the problem of what is a halance
of the budget. Now, if you give me my preference, I would want
:to regard. the construction of a hydroelectric dam or a new Federal
‘highway as an investment in the future. 1 don’t think it can properly
be treated in the same category as a contribution to Syngman i){hee
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. . o

So if we get into the discussion of what is a wise budget and what
is a balanced budget, I think we would need to revise our consideration.

For instence, 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.

AN

s, s T

Lo ELL




riene

b ‘FdEwAY reviiite Kot ol iy - v

| M. SaNS, %na.tbr,"l ivouiﬁd co Wry‘ mu(‘h jome tifie Fol écuas
‘wich you 'this matter of ¥eéderal balance shmﬁt}fpﬁdl nts asslett? (ﬁ d Ha-
bilities, because 1 am persomlly xmterested in’ semng somet;hmg done
ghout that.

Benator Gors. You have made some fine contributions on that.

Mr. Srans, On the sub]bct of the cdpital budget, on the other hand,

I already hove said that I'think it would not bo practical for this
country to go that far. But I think we have gone aficld, and § would
like to say this one thing with reépect to your proposal:.

. 1f the Congress believes that it is possible to reduce uyproprimmns

1 percent in’ certain areas, then T would like very muéh to' see them
do it and use it to apply against the genpral fnnd eficit thas WP, ure
gdmg to have ‘this year and i ¥ have next year. "~

%lnmt(?w Goks. But by:all mieans you would' woit d;not;her mx on
gasoline

Mr Swans. I think wo need it, and T think it is fait and eqtitable,

Senator ‘Gore. Let me give you one other choice: ' Would you
rather stop the highway program or see the dividend credit repealed?

Mr. Srans. I would not like to make that ‘choice, because 1 don’t
think it is a necessary one, Senator. I think ‘the administration’s
proposal with the bill passed by the House solvés the pmblem and
the question of dividend credit, whet.her it should be mmémed or
decreased, should be dealt with in the context of o mviow of the
“enitire taX dystem of the country.

Senator Gorm, Of course, 1 doti’t want to presq you if you dont
wish to’ 0?1958 a choice, but you didn’t hesitate to express the view
tlmb the administration would prefei nn additxotml ﬁaso’lme tax instead
of stoppmf ‘the highway program. You' didn’t hesitate o éxpress
‘the view that the administration would oppose a resdission of the ap-
,proprmtlon bill, but when T- ask you & c{;mc(a between: highwa; 8 Or
dividend éredit, then you do not wish to—do you wint tb pesist in
not, wishing to express a choice? ‘

, Mr, Stans. "My choice is to inerchse the gaSoIm.e t;a,x by 1 cqnts.
Senator Gorbs, ‘That was not the questi n o e
Mr. Chairman, T will not press it. . That is all. -

~ The CHAIRMAN, Any further questnons of M. Staha?

; '(I‘NO response.) - -

. The CuarrmaN. Thank you very much, Mr Stans, - *

Senator Long. Mr. Ohmrman are you considermg gmhg mw
exe utwe Ségsion’ now? L

o CHAIRMAN. Yes.

Senator ioNG. I would hke w u gest thrs, 11: is’ not uﬁprevedented ,
‘wmh other ¢ommittees, that we go ahead and start ‘doing busitiess &nd
formalize it as'soon a8 we get a uorum it the robin, dnd T'would sug-
gest that we proceed ulong that um and see if we cmi’ c(bme to’ @omb '
conclusion on it. ’

The Crairman. The commntteo will go ihtd exe(mtwe sesmbn

ereupon, ut :3:40. p. m., the’ commnttee v'em mto executlve ‘
sessmn 9}

.x~ L
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