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CORPORATE AND EXCISE TAX RATE EXTENSIONS

THURSDAY, JUNE 18, 1858

UUNITED STATES SENATS,
CoummiTrERE ON FINANCE,
Washington, D. C.

‘The committee met, pursuant to call, at 10 a. m., in room 312, Senate
Office Building, Senator Harry Flood Byrd (chairman) presiding.

Presont: Senators Byrd, Kerr, Frear, Long, Smathers, Anderson,
Douglas, Gore, Martin, Williams, Flamfers, alone, and Jenner.

Alss present: Elizabeth B. Springer, chief clerk; ,Ilng‘ry B. Littell,
legislative counsel, Senate; Grace T. Gunn, Joint Committee on Taxa-
tion; Dana Drake, Joint Committee on Taxation; Robert B. Ander-
son, Secretary of the Treasury; Maurice H. Stans, Director of the
Bureau of the Budget ; Dan T. Smith, Deputy to the Secretary of the
‘Creasury ; Nils Lennartson, Assistant to the Secretary of the Treasury ;
Thomas Leahey, tax almk’sis stafl, Treasury Department; Robert P,
Mayo, debt analysis stafl, 'l‘reusur{‘ Department; William F. Me-
Candless, Assistant Director for Budget Review, Bureau of the
Budget ; Robert Hubbell, Fiscal Economist, Bureau of the Budget.

The meeting was called to order by the chairman who brought up
for consideration the hill I1. R. 12695, to provide a 1-year extension of
the existing corporate normal tax rate and of certain excise tax rates,
the text of which follows:

[H. R. 12603, 36th Cong., 24 sess.}

AN ACT To provide a one-year extension of the existing corporate normal-tax rate and
of certain exclse-tax rates

Be it enacted by the Scnate and House of Represcentatives of the United Blates
of America in Congress avscmbled, That this Act muy be cited as the “Tax Rate
Extension Act of 1058".

SEC. 2. ONE-YEAR EXTENSION OF CORPORATE NORMAL-TAX RATE.

Section 11 (b) (relating to corporate normal tax), section 821 (/) (1) (A)
(relating to mutual insurance companies other than interinsurers), and secilion
821 (b) (1) (velating to interinsurers) of the Interual Revenue Code of 1954
are amended as follows:

(1) By striking out “JULY 1, 1088" each place it appears and inserting in
lien thereof “JuLY 1, 1889 ;

(2) By striking out “July 1, 1058" each place it appears and inserting
in lieu thereof “July 1, 1069 ;

(3) By striking out “JUXE 30, 1938" each place it appears and inserting
in lieu thereof “JUNE 30, 1989" ;

(4) By striking out “June 30, 1058"” each place it appears and inserting
in llen thereof “June 80, 1950".

SEC. 8. ONE-YEAR EXTENSION OF CERTAIN EXCISE TAX RATES.

(a) ExtEngion or RatEs.—The following provisions of the Internal Revenue
Code of 1064 are amended by striking out “July 1, 1058" each place it appears
and inserting in lien thereof “July 1, 1850"—
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2 CORPORATE AND EXCIBE TAN-RATE EXTENBIONS

(1) section 4061 (relating to wGtor vebicles) ;

(2) section s01 () (1) (relatiug to distilled spirits) ;

(3) section 01 (a) (3) (relating to Imported perfulnes contaiuiug
distilled spirits) ;

(4) section M2 (relating to cordinla and liguers coutaining wine) ;

(h) section HHT (b) (refatiug to wines) :

(6) section 651 (n) (reluting to beer) ; and

(7) xection 3701 () (1) (relating to cigurettes).

{b) TrcuNicaL ANENODNENTS.—TLe followlng provisions of the Inlerual Rev-
enne Code of 1% are amended as follows:

(1) Sectlon 063 (relating to Hoor stocks refunds on distilled spleits,
wines. cordials, tud beer) Ix amended by striking out “July 1, 1058 each
place it appears and inserting (n Hen thereof “July 1, 10607, uud by striking
out “August 1. 058" aud fnserting o Uea thereof “August 1, 100607,

(2) Bection 6134 (a) (3) (relating to drawback in the case of distilled
spivits) is amended by strikhgg out “June 30, 368" and lnsertlug in leu
thereof “June 30, 1030,

(8) Bubsections (a) and (b) of sevtion H707 (relating to fSoor stocks
refunds on cigarettes) are amended by steiking cut “July 1, 1058" each
Mace it appears and fnserting in leu thereof “July 1, 10507, and by striking
out “October 1, 1038" and Inserting in lieu thervof “October 1, 1050".

(4) Section 6412 (a) (1) (relating to floor stocks refunds on automo-
biles) is nmended by striking out “July 1, 1858" ench place It appears and
inserting in lien thereof “July 1, 1", by striking out “October 1, 1058"
and Inserting in llen thereof “October 1, 1507, amd by striking out “No-
vember 10, 1038" each plnce It appenrs and inserting in lieu thereof
“Noveinber 10, 108",

Section 407 of the Revenue Act of 1651 (relating to vefunds on articies from
foreign trade zones). us amended, Is nmended by striking out “July 1, 1058” each
place it appears and inserting in lieu thervof “July 1, 105507,
x:w the House of Representatives June 5, 1058,
Rarrr R. Rouxxrs, Clerk.

The testimony and interrogution of the Secretary of the Treasury,

Hon. Robert B. Anderson, and the Director of the Budget, Hon.
Maurice H. Stans, follow :

STATEMENT BY TREASURY SECRETARY ROBERT B. ANDERSON

Secretary ANpersoN. As you know, the President on May 26 re-
newedl the recommendntion contained in the January budget messa
which asked for a continuation of existing corporation income an
certain excise tax rates which otherwise would be reduced on July 1
{);6 g;is year. The House last week voted such continuation in H. R.

In January, when the President asked for the continuation of these
rates, it was estimated that such reduction, if allowed to take pla
would cause » revenue loss of $2.9 billion. This figure, because o
present conditions, we now estimate to be about $2.6 billion.

The legislation now hefore the committee should be considered in
the light of the present budgetary situation. For the fiscal year
ending June 30, 1958, we now face a deficit in the magnitude of $3
billion, due, in the main, to a decline in revenues.

For fiscal 1959, we now expect expenditures in an order of magni-
tude of $78 billion to $80 billion. This increases the earlier January
estimate by $4 billion to $6 billion. Receipts during that same year
are expected to be in the general range of thoee for 1958. Thus, we
ft:c'elznbﬁﬁpal 1959 a budget deficit probably ranging from $8 billion

illion.



T 22 07 4 Yo

CORPORATE AND EXCISE TAX-RATE EXTENSIONS 3

Muny proposals in recent months have been put forward suggesting
certuin tax reductions as a means of encournging pmmsn resuimption
of cconomic improvement. We in the Treasury, as well as you, havo

wen them most careful consideration and analysis.  In the best
intervsts of the Nation, we cannot at this time propose any general
reduction in individual income taxes. To do »o would further widen
the gap between revenues and expenditures.  Nor can the serious dis-
advantages of so increusing the c‘cl'u:ils be offset by a reasonable cer-
tainty that any particular individual income-tax adjustinent would
?mdlctably assure resumption of growth cither in specific areas of
he ecenomy or the economy us a whole,

Holding the conviction, as we do, that there is lack of justification
for reducing the mte of individual income taxes at this time, it fol-
fows that to reduce corporate rates now is not justified.

The suggestion has been made by some that it might be appropriate
to select certain excise-tax rates for reduction without similar reduc-
tion in others.

Should any excise taxes be recommended for reduction, contentions
would, undoubiedly, be made that others were entitled to like treat-
ment. We believe that, in fairness and in the best interest of the
country, current excise rates should be extended without change for
another year.

This committee, I kiiow, has as itz continuing interest the assurance
that we are utilizing our best eflorts at all levels of Government to
operate efliciently and economically. The burdens of taxation and
debt are heavy. We must continue to be concerned with these re-
straints which weigh on our system of incentives in our ~)mpetitive
economy. It follows, then, that we must continue to wrr diligently
toward u tax system us fair and as simple as possible, which will have
the least repressive effects on business activities and individual
mitiative.

Tncreases in the public debt would add to the already heavy burden
of interest on an already heavy debt and, also, further interfere with
the normal flow of new security offerings in the financial market b
private businesses, States, municipalities, and other political subdi-
visions,

In the absence of basic world changes, we face a level of Federal
expenditures which offers little prospect of decreasing in the near
future. Even with a resumption of a rate of sustainable growth and
the consequent recovery of tax receipts which would result therefrom,
the deficits will run into the recovery period.

Mr. Chairmun, we in the Treasury appreciate sincerely the thought-
ful and cooperative consideration which has been given by the leader-
shép‘ of both parties to this difficult problem.

e Cuamyan. Thank you, Mr. Secretary. We shall now hear
from the Director of the Budget, following which each member of
the committee who so desires may question either or both of you on
this question.
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STATEMENT OF MAURICE H. STANS, DIRECTOR, BUREAU OF THE
BUDGET

Mr. Stans. Mr. Chairman and members of the committee, 1 would
like to review with you, briefly, the prospective budgetary situation
which, among other things, has influenced the President to reafliom
his recommendation that present excise taxes and corporation income-
tax rates be extended for another year.

Last January, the budget estimates indicated a small surplus of
$500 million for fiscal 1059. These estimates were based on defense
needs and economic conditions as they uppeared when the budget was
prepared. They also reflected the recommended extension of tax rates.

‘today, the situation is considerably different.  On the revenue side,
as Secretary Anderson has indicated, 1959 tax collections under present
rates will be considerably lower than had been anticipated.

On the expenditure si«’le. four types of changes have taken place.

First, additional authorizations }or defense programs have been
requesied of the Congress, to take advantage of new possibilities for
improving and accelerating some of these uctivities. The 1059 budget
included §500 million for such defense contingencies. However, it
now appears that this may be exceeded by several hundred million
dollars or more.

Second, various steps designed to counter economic conditions have
been taken by the administration and the Congress.  These steps will
increase expenditures. These include new legislution on housing,
highways, and unemployment benelits.  They also include accelera-
tion of going public works projects, und of repair and modernization
of Federal buildings. Sm:'h actions will increase expenditures for
these items in liscal 1959 by approximately $2 billion over the January
budget estimates.

ird, some other programs will require higher expenditures than
had been estimated last January. For example. the cost of the pay
raises for postal and classilied employees exceeds the total amount
included in the budget ; and the expenditure impuct of the retronctive
provisions may come largely in July and therefore affect fiscal 1059.
At the same time, the postage increases provided in the Postal Pay
Act fall short of the President’s recommendations.  Expenditures for
the farm price support program are now expected to be substantially
higher in view of the exceptionally large wheat crop and other factors;
and the cost of the acreage reserve rrogram will be greater than
budgeted. Increnses are also expected for the Atomic lgtl;:-rgy Com-
mission and for the new civilian agency on outer space. Action on
appropriation bills so far by the Congress has been toward increases
rather than decreases. In total, the various increases in this third
category may range from $2 billion to §3 billion.

Legislation and appropriations now pending in the Congress could
ndd further to expenditures in 1959,  For example, the House of Rep-
resentatives has approved an additio! al contri{nuwn of 589 million
for the civil service retirement fund, but this has been disapproved by
the Senate and therefors will be resolved in conference.

Fourth, lower interest rates will reduce interest expenditures by
perhaps a half billion dollars below the budget estimate.
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Altogether, it can now be estimated that these four types of changes
will result in inercasing fiscal 1959 expenditures by % billion to 36
billion.  As vou know, it is dificult to make firm estimates at this
time because the Congress is still deliberating on substantive legisla-
tion and appropriations which could affect the final result.

Considering the decreases in revenues expected by the Secretary
of the Treasury, the budget delicit for fiscal 1959 now appears to be
in the range of &8 billion to 810 billion.

Although we will continue to exert avery effort to obtain efficient
and economical management throughout the Government, a substan-
tial deficit is unavoidable under existing conditions. It should not
be increased still more by reductions in 1ax rates. Taking into nc-
count all of the unfavorable results of such reductions—higher defi-
cits, higher national debt, and higher intervst costs—1I strongly rec-
ommend that the Senate approve I. R. 12605 to extend present tax
rates for another year.,

The Cuatuxayx. Mr. Stans, have you read the report, the staff
report of the Joint Committee on Internal Revenue tnxationt

fr. Stans, You arve veferring, Mr. Chairman, to which report

The Cuamuax. To the Stam report. o

Mr. Stans. The Stam report; that is the recent report indicating
a budget delicit of §11.1 billion?

The Cuamsuax. Yes.

Mr. Staxs. Yes; I have.

The Cuamsax. In what respect do you differ with that report!?

Mr. Stans. Mr. Stam’s estimate indicates somewhat lower receipts
than I have used or that the Secretary of the Treasury has presently
cstimated.

On the expenditure side, the differences are not siguificant.

The Cuaruas. Do you think that, considering the Stam report
and the whole situation, that yours is more accurate than his!?

Mr. Stans. 1 would say that it depends entirely on further actions
by the Congress and, of course, further developments in the economy.
It is entirely possible that he is right. T would be inclined to thi

that he might be a little bit high.

The Cuairyax. Would you say that it would be nearer to $10
billion than $8 billion1

Mr. Stans. I think the deficit is likely to be nearer §10 billion than
$8 billion.

The Cuamsax. And it is possible for My, Stam to be correct!

Mr. Staxs. It is possible for Mr. Stam to be entirely correct. It
is very dificult, looking at it at this time, to be any more precise than
we are

26021 —88—2
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(The report previously roferred to follows:)
EsTiMats or Fxpxual. RecEarts yvox Fiscal YEars 10058 aNw 1050

(Prepared by the stafl of the Joint Committee on Internal Revenue Taxation)

Tamix 1.—Reccipls, capenditures, and surplus or dcficit of the Fedcral Uovern-
mend, aclual for flacal 1957, catimalcs for flscal years 1058 and 1858

{Billions of Jollars)
Bstimated, 1068 Estimated, 1960
A“&f“ J Maystafl | J M n:;
snuary - anuary a
!'dl;ulﬂ budget uugnmn
ctimates estimates
m.. .............................. 7.0 71: "1 (X (.S}
............................. .4 Iy 8 173.0 ne ¥
Surpius (+) or debeit (~)... ....... +1.6 -4 -39 +.8 -1

) Expenditure estimales are taken from a spoech by Sccretary Anderson, Apr. 18, 1088,
Boures: 8lad, Joint Commitice on Internal Revenue Tasation.

The staff of the Joint Committee on Internal Revenue Taxation
estimates that there will be a deficit of $3.9 billion in the current fiscal
year, 1058, and a deficit of $11.1 billion in fiscal 1960. The staff
estimates of budget receipts for the fiscal years 19568 and 1959 are
estimated to be $60.1 billion and $66.0 billion, respectively. The
expenditure estimates of $73 billion for fiscal 1058 and $78 billion for
fiscal 1050 are the figures given by the Secretary of the Treasury in a
speech on April 18, 1058. . )

Table 1, ubove, shows these current estimates and the estimates
used in the budget in January 1058, us well as the actual receipts
and expenditures for the fiscal year 1057,

1. Budget receipts

The most recont data available indicate that receipts for fiscal 1058
will show a decline from the ?receding year of approximately $3
billion, and a further decline of slightly more than $2 billion is an-
ticipated in fiscal 1050. The decline in receipts is due, of course, to
the current business recession. In estimating the receipts for the
fiscal year 1050, which begins on July 1, 1958, it was necessary to
make assumptions concerning economic conditions in the coming
year, and it was assumed that there wonld be a nuld improvement
n economic conditions in the fourth quarter of calendar 1968 and
further improvement in the first half of calendar 1859. )

Under present law, the rates of the income tax on corporations and
of certain excises are scheduled to be reduced on July 1, 1958. The
estimated receipts for fiscal 1050, hoth staff estimates and bud
estimates, are based on the assumption that the reductions will
postponed for 1 year.

8. Budget espenditures

The current estimate of budget expenditures for fiscal 1958 shows
little change from the January budget estimate, while the estimate
for expenditures in fiscal 1959 represents an increase of about $4
billion over the Junuary figure. This estimate of $78 billion of
expenditures in fiscal 1959 may prove to be low; in fact, the Director
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of the Bureau of the Budget, in testimony before the (‘ommittes on
Ways and Means on May 28, 1058, stated :

The result of all this is that expenditures for fiscal 1950 will be increased, it
can now be estimated, by an amount between §4 billion and $6 billion.

J. dssumptions as to income levels

As stated earlier, in preparing the estimates of receipts, the staff
assumed that the economic picture would show a slight improvement
in the late months of calendar 1958 und more pronounced improve-
ment in the following 6 months, For calendur 1038, it was assumed
that personal income would be $343 billion and corporate profits
before tax would be §i4 billion. The levels of business activity
assumed by the staff were arrived at after consultation with s number
of specialists in economic forecasting, both from private industry
and the Federal Government,

Personal income has declined in recent months, but the decline has
been moderate, from a level of $345.5 billion for the last quarter of
1957 to $342.5 billion for the first quarter of 1958. The mildness of
the decline in personul income is due to the fact that. the increase in
transfer payments (largely nontaxable) has tended to offset the
decrease in wages,

Corporate profits before tax in calendar 1957 were $41.2 billion.
However, the level for the last quarter of 1957 was $37.5 billion.
Information available at this time indicates that there was a further
drop in the first quarter of 1958 from the last quarter of 1957. The
stalf estimate of $34 billion of profits for 1958 reflects the overall
assumption of economic conditions for this year.

4. Details of receipt estimates

Table 2, which follows, shows by major sources the actual 1957 and
the estimated 1958 and 1959 fiscal-year receipts. This table indicates
by major receipt sources the difference between the January budget
estimates and the staff estimates. It also shows receipts before and
after reduction for amounts earmarked for various trust funds and
amounts payable as refunds. The estimates of excise and corporate
income-tax collections for fiscal 1959 are based on the assumption
that the scheduled reductions in rates will not take effect in that g:ca:
If thees reductions are eflective July 1, 1958, the receipts for
;ggﬂl :llllll be about $1.8 billion less than the estimate in table 2, or

.1 billion.
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Taste 2—Reecipts of (he Prderel (lovernment, ectosl far fisceld 1957, cobumaics
Jor the fscel peurs 1548 end 1039

130 600hsas of chadliasr}
13
Ketioneind, $948 ! Eaottonated, S0 ¢
Aetunl, - : i
Sourer (14 Jomanty | St 'Inflecemens.’ Jommery LTV R TV ey
ook gmgseam 1§ 5 bos dget cobn .»
tnaabdes - b 1 oot mabre - de
naled vaw (=) i e wean )
AP . o —— " ——— W 8 - ——— Cw v ek Ewas BN = ¥ TR ) ) . ’ et
Individual icouw Lawrs....] MOW | MuB| Mwe! -1!0] ne n-[ e
Intwite lawrs, 0.5 N N o ~m ., Wl 3o B )
..................... LX) "= " ~tl Hem| mmm| 13t
gauh-ummn ....... 1. 3% 1 L TR ) § sam »
mpleymeal taws Ll atd) aie S waWB] e, »
Customs. .... . 134 . b2 ) V. : [ el
Misrllancots recrigas § 17 Axm: i3m- = RN E e ; -3
- N PN ' . .
Total.. ee.... . .. SLENE 850 sLme i, e c.x::! * e
Dedusct: '
Tronsiers (o Foderal )
oblags st marvivers
nsurntice sl dis : : i
hitity trast fumds., ...} < @4 L t,x;;‘ e See v on o=
Tnu‘vuuuh-‘n- ! . '
tiretmced scownt .. . e e | :n' N 'O < % ) -
Transfer te highway , .
trust fund............ LA 2ttt e 2. LK 2113 3
Hedund of e ipts ’ AN LI Le ALY 5 o aa
. S 2 " :
Nd&éﬁmw.,f Lap i TLew cu' ~R3M e LM &I -

B ——— —————" & ———- W | = et o -oa P

! Lseiming cantitation of gevsesd ¢ xice of ol Lawre.
! {ncludes Lases 1ad el berey chvanified.

N1z, -Ixtall may net otd (e tetads tcnuis of resimng

The Cuamxstax. 1 think we might as well finish with the irm-tas
of the Budget, and then go back to the Secretary of tie Treasry.

Arothere any questions!?

Senator Loxa. Yes, Mr. Chairman, thank you.

You are not recommending any furthor reduction 1 expendituses,
Itukeit, and you estimate, perhaps, a $10 billion deficit !

Mr. Staxs. We are not now recommonding any specifc
for expenditure reductions othor than thas that are in the h-z:‘::
ument for 1959,

Sensiur Loxa, Wo have had testimony substantiaily to the effect
that the expenditure policy that the administration is following st
this time is likely to keep us in the recomion.  We have dowed down
to the puint that we are not expanding our national prodection. We
are just standing still and, if we kept it up, weo are going to go cven
deeper into the recession. Do you have any policy or say
o'tlm" than reducing expenditures, to try to get us out of the depres-
sion

Mr. Staxs. Wo have no proposals fur further roductions in na-
tional expenditures other than tume reconmended in the ddac.
ument lust year, most of which have nt yot beon by the
Congress, The actual fact is that exponditures are incrensing, and
somne of the administration’s reconpnendations, as well as the con.
gressional onactinents, are going to incronse expenditures substantisily.

Senator Loxa. It secums to me that, at s time when you have gul 8
million people out of work, you should have s« e vigorous jmlicy
to try to stop this downturn and ‘tu back to full production as

it

rapidly as you can. Do you this ponsible (o have o
budgu'.’ dun{; a mionf
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Mr. Staxa. No, there has been no fixed ceiling imposed on the De-
Lurtmeut of Defense by the Bureau of the Budget, or as far as I

now by anyone else.

Senator Loxa. And you believe this is a desirable time to postpone
needed defense expenditures !

Mr. Stans. [ think this is a very desirable time to be extremely
selective in the choice of defense expenditures and I think that 1s
what the Secretary of Defense lus done, chousing those things that
in his opinion are tLe most essential or subordinating or deferring
those things *hat he ronsiders to be not so vital.

Seuntor iwna. Now, we Lave had an amendment, one trying to do

somethiig for v . 7. The cot of living - rone up for them,
certainly, by wenr wee ae amount oo e i ¢ cicrease in welfare
paymenta + « t'» Yaae Do you think thi .~ « good time to do

something abuut the nee’. !

Mr. Stans. I s not ormed about the Senator’s amendment, I
do not reci’! that i particular—

Senator Loxc. Well, you certainly have the budget before you. It
has to do with Federal contributions to State programs; that con-
verns you, does it not !

Mr. Stans. Certainly.

Senator Loxa. Well, is this a time to take the attitude that
we cannot consider the needy or those who are disabled and the aged
and the blind? :

Mr. Stans, I think that we need always to consider the needy,
those who are in need; but I think there is always the question, too,
of how much is really necessary for the purpose and how much the
Nation can afford and how much the States should share,

Senator Lona. Is it not likely that measures like taking better
care of the needy and the disabled and the blind and the aged might
contribute to shorten the recession that we are in? o

Mr. Stans. 1 do not know how you can evaluate that, as far as the
effect on the economy is concerned, in the sense of preference over
any other type of spending. I think that is a matter that probably
ought to be judged in dmect relation to the needs of the people
concerned.

Senator Lona. Do you have any more proposals to make that will
shorten the recession we are in.

Mr. Srans. I have none to make today that have not already been
made at one time or another by the administration.

Senator Long. What do you believe are the most pressing things
that need to be done at the present time and not already done to
shorten the duration of this recession ?

Mr. Stans. I think the most 'i)‘ming things that need to be done
are those that can be done by the people themselves, particularly a
resulr(xlx.ption of a feeling of confidence in our economy by the business
wor :

Senator Lona. You mean by acting individually, each person act-
ing individually, do you think that is possibly the best way to end
the recession , o

Mr. Stans. I think people acting individually but in concert, yes,
can do a great deal.
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Senator Lona. Acting in concert implies acting with the assistance
of their Government in order to get into concert.

Mr. Stans. Not necessarily, Senator. I think that what is neces-
sary and what is developing is a spirit of increasing confidence in
the American economy without undue efforts on the part of the Gov-
ernment to stimulate it.

The economy has demonstrated a great deal of strength in recent
months. It seems to have found the bottom and it seems to have
found that bottom without a tremendous expenditure program on the

art of the Federal Government. The national economy has its own
inherent strength, and I think that if we have confidence in this
inherent strength in time the economy will demonstrate that it will
come back.

Senator Lone. It appears to me as though the present program
with the exception of a very few minor things such as the increased
interest rates for veterans' loans on the one hand and liberalized
payments on the other hand, one of which may make housing some-
what more dear and the other may make it more obtainable; and other
than this unemployment compensation bill which may or may not be
much good, with t¥1e exception of those minor things, your program
seems to be to wait and see what happens.

My thought would be that it would be somewhat analogous to
taking medicine; it might be that without taking the medicine you
might get well anyway; but when you have got 8 million people out
of work it seems to me that it may be better to act rather than just
sit and wait. .

Mr. Stans. Senator, I have a list of some 40 or 50 actions by the
Government which have been taken in order to be helpful in counter-
ing the temporary economic contraction and I should be very glad
to go over them now or “{mt the list in the record.

enator Lona. I would be very glad to have a copy of the list and
you may put it in the record.

(List referred to is as follows:)

CHRONOLOGY OF GOVERNMENTAL StEPs WHICH ARE Brixe HELPFUL IN
COUNTERING THE CURRENT ECONOMIC CONTRACTION

August 5, 1957. Liberalization of FHA downpayments.—Federal Housing Ad-
ministration changed its regulations so that lower downpayments would be
required for FHA-insured loans. For example, downpayment on $12,000 house
reduced from $1,200 to $600.

October. Federal Reserve opcn-market operations.—Chalrman Martin reported
on February 6 to the Joint Economic Committee that open-market operations
had been modified in October to lessen restraint on bank credit. This action
and other developments changed the position of member banks from about $500
‘I:mlhiim llllet borrowing in mid-October to about $500 million net free reserves

y March.

November 14. Discount rate lowcered.—One or more of the Federal Heserve
banks announced its rediscount rate was to be reduced from 314 to 8 percent,
starting a pattern which was generally adopted.

December 23. Howusing reserves releosed.—President announced release of
reserves for housing, as follows:

(a) $107 million for purchase of military (Capebhart) housing mortgages.

(b) $20 million for purchase of cooperative housing mortgages.

(c) $50 million for urban-renewal capital grants.
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January 7, 1058. Additional funds requested for dcfense—President trans-
mitted 1958 supplemental appropriation request of $1,260 million for defense.
(While not requested for reasons of economic stimulus, this appropriation will
obviously have an economic impact.)

January 0. Closing costs on FHA mortgages.—Federal Housing Administra-
tion changed its regulations to remove the requirement of cash payment of
closing costs, allowing funding of such costs in the mortgage.

Junuary 18. Budgel.—President trunsmitted his budget. Amoug the grounds
which he cited for confidence that the expausion of our economy would soon be
resumed were the acceleration of defense efforts alrendy underway, the increasing
pace of activity in a number of programs involving State and local, as well as
Federal, expenditures, and Government policies designed to facilitate the resump-
tion of growth.

The budget recommendations anticipated a number of rupplemental appropria-
tions for fiscal 1938 which are cited below under the dates on which they were
transmitted to the Congress. They also included the following recommendations
for fiscal 1959, which have since been cited by the P’resident or by Senator
Knowland and Representative Martin as helpful in countering the current eco-
nomic contraction :

(a) Urban-renewal program to be increased to 100 new projects in fiscal 1958
and 120 additional in fiscal 1959, compared to 56 started in fiscal 1957,
ﬂu(-:l)ll)%wnd the urban-renewal program for 5 years, with §200 million for

(o) Increase the amount of FHA-insured mortgages which can be outstanding
by $3 billion annually for the next § years.

(d) Revise ceilings on interest rates and remove discount controls which dis-
courage private financing on FHA-insured loansa for rental projects, cooperative
housing, and Capehart military housing.

(e) Increase the permissible size of loans insured by Federal Housing Admin-
{stration to $30,000.

(f) Revise ceilings on interest rates and remove discount controls which pre-
vent many veterans from using their VA home-loan-guaranty benefits,

(g) Extend the life of Small Business Administration.

(A) Provide $53 million in new lending authority for 8mall Busineas Adminis-
tration, which, together with repayments, would allow $161 million for new loans
and other aids.

() Enact tax revisions to aid small business.

(§) Increase the lending authority of Export-Import Bank by $2 billion.

(k) Enact authority for assisting communities in solution of problems of
persistent unemployment.

(1) Extend Agricultural Trade Development and Assistance Act (Public Law

480).

(m) Spending for civil public works to be increased $440 million from fiscal
1057 to 1958 and another $240 mfllion from fiscal 1938 to 1859,

(n) Extend the authority of the General Services Administration and the Post
gglcdemgpartment to enter into lease-purchase contracts for new Federal

(o) Spending for highways (from highway trust fund) to be increased about
$800 million from fiscal 1857 to 1958 and another $600 million from 1938 to 1959.

January 20. Economic Report.—President transmitted his Economic Report,
emphasizing housing, small business, and area assistance recommendations men-
tioned above,

January 21. Discount rate lowered.—One or more of the Federal Reserve banks
announced its rediscount rate was to be reduced from 3 to 2% percent, starting
a pattern which was generally adopted.

January 22. Additional funds requested for various agencies.—President trans.
mitted 1958 supplemental requests totaling $2,897 million for various civilian
agencies. (While a number of these requests had been anticipated in the midyear
review of the budget released October 1, 1957, and estimates for most of them
had been included in the budget In January 19838, some of the items would help
economic activity, and bave been so characterized by Senator Knowland.) The
ones cited by the Senator and others which are similar follow :
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{1n miliions)
To speed processing of applications for construction or loans:

Federal Power Commission - $0.2
Federal Housing Administration_. 20
Construction:
HEW : Assistance for school construction 57.0
Interior: Upper Colorado River Basin 10.0
Inmx‘ne maintenance :
7. %
Compensation and pensious 256. 0
Readjustment benefits ___.______ --- B80.0
lgfb\:: Grants to 8tates for public assistance_.. 170.6
r:
Grants to States for unemployment-compensation administration. 838.0
Unemployment compensation for veterans 25.0
Unemployment compensation for Federal employees. .. ..... 18.4

February 2. Additional funds rcquested for reclamation.—President trans-
mitted 1958 supplemental appropriation request of $10 million for Trinity River
project to enable construction rates to be maintained.

February 11. Post-ofice modernization.—President directed the Postmauster
General to present to Congress a 3- to §-year program to rehabilitate, enlarge,
or replace 2,500 post offices and provide modern equipment. Estimated §175
million annual Government spending to be financed from fifth cent on out-of-
town letters and approximately $1.5 billion private spending over full period for
coustruction of buildings to be leased to Government.

February 12. President issues fact shect on actions and proposals.—President
expressed confidence in recovery, promised further Government actions, if needed,
and reviewed actions and proposals to date. This review added details on budget
recommendations as follows :

(a) Defense contracts to be accelerated to $18.4 billion in first half of calendar
1958 as compared to $7.9 billion in last half of 1957. Calendar-year totals:
1058, $23.6 billion; 1957, $17.8 billion. These totals include increase in construc-
tion contracts to $1.8 billion in first half of calendar 1958 as compared to $0.3
billion in last half of 1957,

(b) In calendar 1958, 58 lease-purchase projects involving $108 million of
financing to be initiated. In calendar 1950 financing is estimated to expand to
$300 million for remaining 34 projects.

() Export-Import Bank credits estimated to finance $625 million of ship-
ments abroad in first half of calendar 1958 and will rise further in second balf.

This statement also contained the first announcement of administration en-
dorsement of a propoxal for the District of Columnbia to borrow $100 million frow
the Treasury over b years for construction.

February 16. FHA steps up revicw of applications.—President released report
that FHA added 100 underwriters to its staff in the previous 2 weeks to process
the increased volume of loan applications more expeditiously.

February 10. Bank rcserve requirements lowered.—Board of Governors of the
Federal Reserve System lowered required bank reserves one-half of 1 percent,
making potential credit avallability of around $3 billion.

February 24. Push Federal projects for whick appropriations have been
made.—In his speech to the National Food Conference, the President advocated
pushing worthy approved Federal projects.

March 6. Discount rate lowered.—One or more of the Federal Reserve banks
announced its rediscount rate was to be reduced from 2% to 21 percent, start-
ing a pattern which was generally adopted.

March 8. Letter to Knowland and Martin.—President announced 4 actions to
accelerate programs and made 3 proposals for congressional action.

March 8. Actions to accelerate.—

(o) Civil pudlic works.—Budget Director has told agencles to accelerate con-
struction for which funds are avallable (carrying out policy announced in Febru-
ary 24 speech). Estimated speedup by several months of $200 million expend-

itures for such programs as those of Corps of Engineers, National Park Service,
and Bureau of Indian Affairs.

260215683
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(d) FNMA wortgage purchascs—To stimulate construction, an additional
$200 miilion from President’s discretionary fund was relensed for purchuses of
mormgeu up to $10,000 und for other authorized speclal-ussisiuuce prograws.

(0) Defense contracts in lubor-surplus arcas.—On the lustructions of the
President, military services have acted to award more contiacts in labor-surplus
areas, with priority to small busiuess. New clause In coutracts urges prime
contractors to give prefereuce to subcontractors in such arens. (In February,
3102l gxé;l;on in contracts sct aside for small business, twice the amount in Febru-
ary R

(d) Privatc funds for housing mortguges.—Veterans' Administration has acted
to make more private funds readily available for guaranteed home wortgnges.

(Discount allowance increased by one polut in each reglon.)

Federal Home Loan Buank Board increased availability of funds for investment
in home wortgages. (Regiunal home-loun bauks can advauce credits to savings
and loan aasociations on a 5-year busis to expand leuding potentiul.)

March 8. Proposals for congressional action.—

(s) Budget amendment on saler-resource projects.—To permit accelerated
construction rate to continue in 103, affected departments are to submit budget
amendments for lucreased appropriation requests of $46 million for Bureau of
Reclamation, $125 million for Corps of Engineers, and £16 million for Depart-
m;nt‘t;t Agriculture watershed protection projects. (Trunsmitted March 12
and 14.

(d) Suspend apending limitations for highicays.—Department of Comnerce
will request Congress to amend the Highway Act to suspend requirement that
apportionments be related to anticipated revenues so that annual expenditures
will be less than revenue. Exthmated that $2.2 billion additional apportionments
in calendar years 1i8-81 will rexuit. (Transmitted March 11.)

(0) Eatcnd unemployment compensation.—President requested Secretary of
Labor to prepare a proposal. Departinent of Labor subsequently requested Con-
gress to extend present State and railroad benefits 50 percent longer. (Trans-
mitted March 25.)

March 12, 8mall reclamation projects.—1859 bhudget amendment traunsmitted
to provide $25 million increase to be immediately available in fiscal 1058 to per-
mit prompt initiation of loan program for small reclamation projects.

March 13. Report on Dcfense contracting.—President relensed letter from Sec-
retary of Defense reporting on fiscal 1858 procurement and construction con-
tracts through Junuary and promisiug a monthly obligution about 70 percent
higher duriug the last 5 months than in the first T months. (This was a detailed
backup of data given February 12. Detalls were for gross obligations and thus
added to a larger total than the net given February 12.)

March 14. Additional funds for hospiial coastriction -grants requested —Presi-
dent amended the 1959 budget to request an acdiiional $48 milllon for hospital
construction funds to be distributed to the States, bringing the 1039 appropri-
ations up to the 1958 level.

March 18. Accelerate repairs and cquipment purchascs.~—In his speech to the
Republican Women's National Conference, President reviewed actions and an-
nounced for the first tle that :

General Services Administration was accelerating repairs and moderniza.
tion of Federel bulldings. (Budget reserves of $8 million had been released
February 10.)

Authorised procurement of needed equipment and supplies is being
accelerated.

March 18. Bank reserve requirements lowered.—Board of Governors of the
Federal Reserve System lowered required bank reserves another one-half per-
cent, making another $3 billion of potential credit availability.

March 19. Military vekicle contracts placed.—Becretary of the Army announced
that the Army would place about $100 million of contracts for trucks and other
vehicles within 30 days. . . :

March 19. Housing and rural electrification acceleration.—President sent let-
ters g)n:lonnln( and Home Finance Agency and to Department of Agriculture

(@) Pubdlio facility loans.—Budget Director will release reserve balances of the
$100 million authorization for this program for use as needed. HHFA to liberal-
ise program by broadening categories of communities and of type of projects
eligible. All feasible steps to secure commencement of projects, including Fed-
eral financing during construction, to be taken.
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(b) Colicge housing—HHFA to expedite starting construction on planned
projects, Including Federal financing during construction. Could affect sowme
$300 milllon warth of projects.

(¢) Urban rencical.—11HFA to expedite starting construction on planned proj-
ects, including authoriziug local communities to provide public fucilities and
site lmprovements with their own funds for later incorporation in shared Federul
fluanciug. Estimated value of potentinlly affected projects is $1 billion.

(d) Public housing.—HHFA to expedite sturting construction on planued proj-
ects. Could affect some $140 million worth of projects.

te) Rural clectrification—REA to expedite starting construction under ap-
proved loans. Could affect some $740 million worth of projects. REA to en-
courage loans to REA cousuwers for purchuse of electrical equipment. (Budget
reserves of $12.0 million bad been released March 6.)

March 20. Farmera' Home Administration and CCC loanx.— Secretary Renson
announced that he was directing two credit agencies in the Departinent of Agri-
culture to broaden their programs and encournge borrowing.

(a) Farmers' Home Administration.—J.oun eligibility for farm home and
huildings changed from borrowers who earn most of income from farming to
those who earn at least $400 annually from farming.

(5 Commodity Credit Corpuration to promote loaus for on-furm grain storuge
facilities.

March 20. Airport allucations.—Secretary Weeks announced fiscal 1850 alloca-
tions to States for construction of airports. This spelled out details of budget.
This was the earliest announcement date ever and involved the biggest annual
allocation of funds under the Federal-aid airport program since its Inception in
1146,

March 20. Additional appraiscrs.—Federal Housing Administration issued in-
structions to set up panels of local fee appraisers to supplement its salaried staft
of appraisers.

March 25. 8mall Businecas Administration charges reduced. —8mall Business
Administration cut in half its charge to banks on deferred pgrticipation loans it
underwrites,

March 28. Further acticn to accelerate procurement of aupplies and equip-
ment.—DPresident recommended to Congress an appropriation provision which
would make immediately available to civilian agencies one-half of the amounts
estimated in the 1959 budget for sujiplies and equipment. This will allow a
speedup of purchases which will be chargeable to the 1959 appropriations when
enacted. Estimated amount to be made available is $840 inillion. Also, Budget
Bureau issued instructions to agencles concerning immediate placement of as
many planned orders as possible under available authorizations (a followup of
March 18 announcement) and GUeneral Services Adwinistration is ameuding its
1imits on stock levels. As far as possible, orders are to go to firms in areas of
substantial labor surplus.

April 1. President signs housing bill—President approved 8. 3418, an act
“to stimulate residential construction.” The law (Public Law 364) includes
provisions to:

(a) Decrease minimum downpayment of FHA insured loans to 8 percent
of first $18,500 and 18 percent of the next $2,500 rather than the previous
8 percent of first $10.000 and 15 percent of next $6.000. (This will reduce
downpayment about $400 on homes in middle-price ranges.)

(d) Provide additional funds for purchases of mortgages by Federal National

Mortgage Association: Million
Speclal assistance programs $500
Military housing 50
Housing at research centers ——— 285
GI mortgage loans on new homes costing $13,500 or less 1, 000

(¢) Raise interest cellings on military housing mortgages to 414 percent
and on VA direct and guaranteed loans to 43 percent, provided that the VA
rates must be one-half percent below FHA rates.

(d) Extend VA direct and guaranteed loan programs 2 years.

(e) Increase maximum VA direct loan from $10,000 to $13,500.

(1) Provide additional funds for VA direct loans of $50 million for fiscal
1058 and $150 million for each of fiscal years 1059 and 1960.

(g) Repeal discount controls to encourage private lending.
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April 1. Post Ofice truck purchase—DPost Office Departinent announced plunx
to buy ¥ milllon worth of trucks aud other vehicles by the end of thix year,
It advance use of flscal 1058 funds proposed March 20 is approved by Congross.
This will be 2 to 3 months carlier than originally scheduled.

April 1. Reduction in home modernization loan insurance ralcs.—-Federanl
Housiug Adwministration reduced its insurance premiuin charge to lenders on
home-wodernization louns from fifty-five one-hundredths of 1 pervent to #ty
one-hundredtiis of 1 percent.

FHA also extended the period during which it will pay futerest on loaus in
default fiom 6 to 9 months.

April 2. Additional funds requested for defense.—~1resident transmitted 1050
budget amendwents of $1,450 milllon for defense. (While not requestd for
reasons of economic stimulus, this appropriation will obriously have an eco-
nomle impact.)

April 2. Acceleration of mcedical and sanilary contracts.—Henlth, Fducation,
and Welfare announced that total contracts to be let by State, local, aud
private institutions for wedical-research facilities. hospitals, and wmunicipal
waste-treatment plants will be about $130 milllon more in the next few months
than had been estimated in Junuary. This speedup Is largely due to giving
priority, in the allocution of the Federal share of funds, to projects which can
be started quickly.

Aprit 4. Removal of downpayment on VA loans and olker housing actions.—
President announced the following actions to stimulate home bullding :

(a) Adwministrator of Veterans' Affairs has removed the 20-percent down.
payment requirement on VA-guaranteed home loans.

(b) Commissioner of Federal Housing Administration has ralsed maximum
permissible Interest rate on insured military housing mortgages to 4% percent
as permitted by Public Law 364, signed April 1. Departinent of Defeuxe
estimates it will be able to close contracts totaling about £250 million in next
3 months Same rate of contracting is expected to continue through last half
of calendar 1958. If 4% -percent rate does not draw adequate private funds,
law permits incrense to 414 pevcent.

(c) President released funds (part of which were provided under Public
Lav;' 364) to Federal National Mortgage Association for mortgage purchases
as follows:

$250 million tor urban renewal.
$530 million for housing for elderly persons.
$25 million for military housing.
(d) Other actionsa to put Public Law 304 into effect :
Downpayment requirements reduced on FHA-insured loans.
Maximum interest rates on VA-guaranteed lonns raised to 439 percent.
{Sume rate also applies to VA direct loans.)
Discount controls eliminated on FI1.A and VA loans.
Regulations Issued for FNMA purchase of mortgages of $13,500 or less.

Aprit 5. GRA purchases in labor surplus darcas.—Administrutor of General
Services announced special contract procedures to channel n substantinl part
of orders placed by Federal Supply Service In labor surplus areas without any
fucrease in prices pald. An estimated $300 miltion in orders can be so channeled
by June 30 (If advance use of fiscal 1059 funds proposed March 26 ix approved
by Cougress).

April 8. Post ofice construction.—Post Office Department announced speedup
in planned coustruction of 905 post offices conting uilllion which will he pri-
vately financed and leased to Government. Construction has either heen started
within past 80 days or will be started by fall. This Is a svbstantial increuse
from rate of about $5680 a year over the past 415 years. (This speedup of planned
construction is xeparate from the program of additional construction announced
February 11 which will be undertaken {f 5-cent postal rate is enacted.)

April 16. President signs hightoay bill.—President approved H. R. 9821 which
authorizes increased Federal assistance to the 8tates for highways construction.
The law (Public Law 381) includes provisions to—

(a) Authorize additlonal $400 militon for primary, secondars, and urban
(ABC) projects which must be placed under contract before December 1, 1058,
and scheduled for completion before December 1, 1030, For these additional
projects, Federal grants are increased from 030 percent to (U134 percent and up to
two-thirds of the State share may be advanced by the Federal Government.

(d) Authorize additional $200 million to be available Immediately for fiscal
1959 and $300 million each for 1960 and 1901 for Interstate 8ystem.
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(¢) Suspend pay-as-you-go provisious fo. 1050 and 1060 =0 that all authorized
funds may be apportioned. Estimated that without this suspension, $1.7 billlon
would be withheld frow apportionment.

(d) Authorize additional $10 willlon for 1950 for forest highways, rvads, and
trails and $1 willion for public lands highways.

() Extend authorizatious beyoud 1050 for ABC systems anud varivus Federnl
domain roads, encourage Liliboard regulation, and amerd law on paymeuts for
stockplled malterial, ete. .

April 17, Mlocation of additional highway funds.—Secrctary of Colmerce
allotted to the States the additional $400 willion for ABC rvads and $200 million
for Iterstate Highways made avallable by 1'ublic Law 381.

April 15, Discount ralc loccred.—UOne or more of the Federal Reserve banks
aunouticed §ts rediscount rate was to be reduced from 24 percent to 13, per-
cent, starting a pattern which was generally adopted.

April 17. Bank reserve reguircments lowcred.—Board of Guvernors of Federal
Reserve 8ystem lowered reserve requirements for central Reserve city bauks
In New York aud Chicago by one-balf of 1 percent and with an additional one-
half of 1 percent to be effective April 24. Board also reduced Ruerve city bank
requirements one-half of 1 percent effective April 24,

April 21, Long-term loans (o small busincss.—Administration proposed that
the Small Busivess Adijuistration be authorized to provide loug-term financing
and equity capital for anull business by meaus of loans to State development
corporatious und private lnvestwent associations. The bill introduced by Sen-
ator Thye would lncrease the lending suthority of 8BA $220 million.

April 22 Aid to railrvads.—President endorsed recommendations of the Bec-
retnry of Commerce that legislation Le enucted to assist the railroad industry
as follows:

(¢) Enlarge Interstate Commerce Commission jurisdiction over discontinua-
tion of unprofitable services.

(b) Redetine which private truckers are exempt from 1CC regulation.

(e) Clarify agricultural exemption.

(d) RRevise Federal ratemaking policies.

(¢) Provide Federal guaranties during the next 3 years for up to $500 million
of short-term (5 years or less) private loans for facilities aud equipwent other
than rolling stock aud guaranties for up to $200 million of equipment obligations
for rolliug stock.

April 2. Additionrl funds requcsiod for uncmployment compensalion.—Presi-
dent transwitted 1UG8 supplemental request which included $20 million for
unemployment compensation for veterans and former Federal employees.

Aprit 24, President signs accelerated procurcwient bill.—President approved
House Joint Resolution 588 to authorlze accelerated procur:meunt of nonmilitary
cquipment and supplics. The law (Public Law 388) carries out his recom-
uu-ndmh::; of March 26. Budget Bureau issued lustructions on the procedures
to be used.

April 28, Bubsidics proposcd for 5 melala.—8ecretary of the Interior proposed
subsidy paywments be authorized as needed for the next 5 years on domestically
mined copper, lead, zine, fluorspar, and tungsten. These subsidies could cover
the difference between the market price and a fixed “stabilization” price for
each metal and would be pald on a designated maximum number of tons for
ench metal which is considered “*normal” output.

May 1. Spceding up taz refunds.—Treasury Departinent announced that from
Junuary 1 to April 24, $2.452 million has been refunded to taxpayers who over-
paid their 1057 lncome taxes. This dollar amount Is 35 percent more than in
the same period laxt year and represents a 24 percent Increase in the number
of checks issued. This speedup has been due to extraordinary efforts by the
Internal Revenue Service and the Bureau of Accounts to speed up refunds
by reassigning personuel and employing temporary help.

May 12. Additional morigage insurance authority reguested.—Housing and
Home Finauce Administrator reth:)ested Congress for an increase of $4 billion
in FIIA mortgage insurance authority to be effective on becoming law. This
would increase the permissible amount of outstanding insured mortgages but
would not affect Government expenditures. The request is $1 billjon more than
In the budget due to the lurge recent increase in applications for insurance.

May 27. Housing rescrves relcascd.—President released another $300 million
of the §1 billlon provided under Public Law 864 for purchase of mortgages (up
to $13,500 in face value) by Federal National Mortgage Association. Of the
$300 million released originally in April, $220 million had already been com-
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mitted. FNMA Administrator raid that $300 million would provide for 18449
units of uew housing.

Jun: 4. President aignas unvmployment comprnaglion celension bill.--Presi-
dent upproved H. B. 12085, to extend unemployment compensation 50 percent
louger. The law (Public Law 441) carries out his recomwendation of March
g‘ ;;::;pt that State participation is voluntary and rajlroad workers are not in-

drne 4. Prcaident signs additional morigage inaurance aulhority bill—-Presi-
deut appruved Benate Joint Resolution 171 to Increase FIIA morigage jusur-
ance authority by $4 billlon. The law (Public law 442) carries out his recom-
meadation of May 12,

Senator Loxa. 1 see by the press today that there is some slight im-
provement in the employment situation.

Do you believe that with the high school and enllege graduntes be-

inning to come out in June and seeking en:; Jovment, do you believe
that “slight improvement” in unemployment ui going to continue?

Mr. Staxs. I think that there will be the usual seasonal increase in
unemployment in the summer months as the result of the students
coming into the labor market.

Senutor Loxa. Thauk you,

The Cnamryas. Any further questions?

Senator Axprrsox. Mr. Stans, I notice in your statement you say :

Expenditures for the farm price-support program are now expected to be sub-
stantially higher in view of the exceptionally large wheat crop and other fac-
tors; and the cost of the acreage reserve progrum will be greater than budgeted.

We have had a very substantial upturn in agricultural prices, have
wo not {

Mr. Staxs. Iso understand.

Sen,ntor AxprnsoN. And should not that relieve the support pro-

m

Mr. Stans. We are committed to acquire commndities and incrensed
production is going to require increasing acquisitions by the Com-
maodity Credit Corporation.

Senator Axpersox. Do you think that the loan price is such that
they will move!

Mr. Stans. Ithink they will move under loan.

Senator Axpersox. In your statement also, you say :

Increases are also expected for the Atomic Energy Commission and for the
new civilian agency on outer space.

I am very interested in that. I am a little worried about this outer
;;pacle agency, and particularly from the standpoint of the salary
evels,

I notice that there seemns to be a constantly increasing tendency to
get into pretty high levels. For instance, there is the doctor who
was getting $25,000 for running the Livermore Laboratory, and now
gets $33,000 with the space agency, and there are other instances.

Are you not a little worried that that is not going to start a whole
new trend for salary levels, higher than we have ever known before
in Government? You understand, I am not against this man getting
this salavy, he is a very fine man, but again, I am conscious of the
fact that there are a great many scientists in the United States, and
this pay scale that is being established in the outer space agency is a
new concept, and if we are going to start to raise these up to the level
of th.t industry pays, then I think perhaps we are on dangerous
groun



CORPORATE AND EXCISE TAX-RATE EXTENSIONS 19

Such people in the Government have taken for granted that the pa
in the Government is less than what it is in industry. For example
we have in the city of Chicago the Northern Reseurch Laboratory of
the Department of Agriculture and a mun numed Dr. Muy was paid—
I am not sure, but 1 thought that he only got $8,000, lic may have
gotten more than that.

A private firm wanted him and they offered him what he thought
was a good salury. He usked e and 1 told him that I would not accept
his resignation unless he got a few thousand dollars more than they
offered, which they quickly paid.

I am just worrying about this space ugency. I feel it is guing to be
very expensive.  You are asking for 200 positions at $10,000 and
all the rest of the Government agencies, other than Defense—are there
200 positions at $19,0009

Mr. Stans. 1 do not know offhand, Senator, I would assume that
in Defense—

Senator AxpersoN. Outside of that,

Mr. Staxa. Probably not, outside of that.

Senator AxmxsoN. And yet we have this new agency that has not
jrot its feet in the water, they will get more high paid positions than
the Department of Agriculture and the Department of the Treasury
and the othersall put together. Iam not tr{mg(o say that it is wrong,
but T am simply pointing out that for a long time the Government
has been able to attract good people and those people have recognized
that they will get in the Govermment less thai they could obtuin in
private industry. You find men like that in every Government agency;
there are dozens and hundreds of them who could get far more outside.

The CramsaN. Senator, was this legislation passed by Con}mm;
what is the authorization for these 200 positions you mention

Senator AxpersoN. This is in the Iouse space bill—a provision for
260 positions at $19,000 for new space agency, and they haven't an
idea yet whether they will have 100 or 1,000 employees.

The Ciiairaan. Has that been passed yet !

Senator Axprusoy. Jt was passed by the House and the Senate
bill was reported out last night. The House bill carries a further
number of positions at §21,000. And, of course, if you are going
to do it for a new space agency whose functions are still out in outer
space, what are you going to do in the other agencies!

I t’xink, gentlemen, that some time somebody will have to take a
look at this question as to what we are going to do. People say it
does not matter if you pay them the salary, because they can get them
under contract. Ithink that is a dangerous procedure, because I can
just En'e you a personal example. )

I brought Luther Hodges, then vice president of Marshall Field,
from New York to help me get an inventory for the Commodity C'redit
Corporation. I had $1.4 billion worth of agricultural commodities.
And Mr. Hodges, from Marshall Field, spent several months down
here. When he got through, he recommended that we hire an inven-
tory expert. .

e t:,aid, “We will have to pay him between $45,000-and_$t0,000
A year. ) ’

And I said, “That is just fine. What committee of Congrees will

approve thatf”
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He pointed out that Marshall Field had an inventory of one-
seventieth of the size of the inventory of the Department of Agri-
culture and paid its inventoryman §20,000 a year. Why shouldn’t
the I')epartment of Agriculture pay its man $40.:° (0 $60,000 n

ear

We couldn’t, but we got u satisfactory man. It happened to be a
retired Army officer.

I am very much worried, Mr. Chairman, at this tendency of creat-
ing new agencies and saying “This is a hurry-up job, therefore, all
bets ure off—puy any price necessary to hire them."

Senator Franoess, Will you yield

Senator AnpersoN. Yes.

Senator Franokss. I do not see that we get out of this discussion
any encouragement.

nator ANpersoN. I do not, either, Senator Flanders. I am going
to vote for this tax continuance. I do not intend to burden the
record, but I do feel that the only way we will ever get this budget
in balance is a little different attitude toward some of the expenditures.

But I do not think that this asking to increase taxes is the complete
a(u;swm' to %he roblem. We wifll have someday to dol what the able
hairman has been suggesting for many years, get 1 big appropria-
tion bill and 1 big tax bi?leaudgsee that th); g'bnlun{x:::. fupprol

Mr. Stans. I would like to say to the Senator that we are, us he is,
concerned about these increasing expenditures and increasing salary
costs.  And on the other hand, while there has always been a disparity
between (Government salaries and salaries in private industry, when
you get into a situation with programs like the scientilic programs
which are expanding as rapidly as they are, it seems to be a rensonable
conclusion that we are not going to get competent people imless we pay
them more money.

Senator ANpersoN. We could not get & more competent man than
the director of the Los Alamos Laboratory of AEC'. He gets $25,000.

A very large American industrial concern cnme to me one day and
said, “Please hire him for us. We want him.” And after great
argument I carried to him the offer of this company, for $50000 a year
to start, and some possibilities of making morve than that.  He looked
at me and said, “Well, that is funny, I have alveady had half a dozen
at that level. ‘Vhy did you bring me that "

He was not interested.

I don’t believe that the amount of salary is the answer to it.

I will give you one more item on this.

Down in my State it is the fact that the military went ahead and
finished all of the necessary recluirementa for testing pads which would
cost 84 million. They spent $16 million or more to get it ready, lnying
the track, buying the materials. And then because the contractors
wanted these test stands in their own backyard, the Pentagon changed
the program.

at could have been built for $4 million at Holloman Missile
Center is being built for $55 million in the contractor's backyard,
and theend is not yet.
. Naturally, we cannot get the budget in balance when we do things
like that.

I am going to vote to continue all of the present taxes, because I
know waste will not stop. Someday I hope to get what the chairman
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has been advocating in the way of balancing this budget by force,
if noother way.

The Cnamesax. Mr. Martin,

Senator Mawrin. T have no questions.

The Ciamaan. Senator Douglus,

Senator Douaras. Mr. Stans, ure you responsible for the estimates
of budget receipts or is that a function of the Treasury?

Mr. Stans, That is basically the function of the Treusury, although
we also do make computations.

Senator Dovaras, You accept their ligures ¢

Mr. Stans. We check agninst their figures,

Senator Dovaras. And you approve their ligures in this instance
thut has been presented ¢

Mr. Stans. Yes; as being within a range of likelihood.

Senator Dovaras. Mr, Chairman, would I be privileged to ask a
question of the Secretary on the question of the Federal receipts?

The Cuairman, Yes,

I think it would be all right except that when the Senator finishes
with the Director of the Budget, which I imagine will be very shortly,
then Secretary Anderson will be open for questions. But if you want
to ask him now, I think it would be all right.

It would be more orderly if you would wait.

Senator Douvaras. If it would be more in order not to ask the Sec-
retary at this timne, Mr. Stans may be willinﬂm reply.

Am I correct that the estimates of the Federal receipts in Janu-
ar{{that. you made for fiscal 1958, amounted to $72.4 million

Mr. Stans. That is correct. ‘That was the revised estimate.

Senator Douaras. As 1 understand it in hearings before the Joint
Economic Committee held in February, Secretary Anderson gave that
estimate on page 433 is that correct?

Secretary ANpenrsoN. That is correct.

Senator Dovaras. What is your present estimate of receipts for
the current fiscal year ending the 30th of this month?

The CuairMaN. You can check these if you wish.

Swmtarmxnmm. About $70 billion, in that order.

Senator Dovaas. Isn't that a decreasef

Secretary ANpersoN. Of $2.4 billion.

Senator Dovaras. Mr. Stam’s estimate as of May was $69.1 billion.

Mr. Stans. May I correct that? Was it $70 billion? Or you are
speaking as to Mr. Stam’s estimate—are you not, S-t-a-m 1

Senator Dovaras. Yes.

Senator Kerr. It arises by reason of the name of the Director of
the Budget being “Stans” and the name of the staff director of the
Joint Committes on Internal Revenue Taxation being “Stam.”

Mr. Stans. May I have your question .

Senator Douaras. Is your figure $70 billion presently !

Mr. Stans. No; it is not precisely $70 billion, but at present esti-
mate it will be in a reasonable range of that.

Senator Dovaras. Would it be as low as $69 billion?

Mr. Stans. It could be.

Senator Dovaras. It could be?

Mr. Stans. It would be.

Senator Douaras. Why has this decrease in receipts occurred, below
the estimate ?

.
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Mr. Staxs. Becawse of the change in the econasiic conditions.

Senator Dotcras, Because of the recesion {

Mr. Staxs. Because of the iovession: yes.

Senator Dotatas. That decrease is in personal income taxes ¢

Mr. Sraxs. Personal and corporate and-— -

Senutor Dutsras, And corporate.  What about excise !

Mr. Stans. Some decreases,

Senator Dutvaras. Do 1 undesstand that your estimate for fiscal
1959 is that there will be no further decrease in receipts beyond that
for liscal 19581

Mr. Stans, Yer: 1959 will be in the same general rangy.

Senator Dovaras, Your navw is S-t-a-n-s.  Mr. Stam has an edi
mate of $66.9 billion. You are therefore &1 billion over him!

Mr. Stans, We are in a range that could be anywhere from 532 Lil.
lion to &3 billion over him; yes.

Senator [hvaias, 1t is apparent that you underestimated both 1n
Janurry and in February the gravity of the reevssion. 1t is jusaible
that you ave still underestimating in June the gravity of the rreession,

Mr. Stans, 1Cis entirely posible that we are either underestimating
or overestimating,

Senator Dovatas. You were proved wrong twice, luth in January
and in February, and you underestimated the gravity of the neewion
and overestimated the recevipts; isn't that true!?

Mr. Stans. Yoes;that iscorreet,

Senator Dovaras, So that there are two strikes on you.  But tow
you think you are going to hit a howe run on the thind ball: is that
corrvet {

Mr. Staxs. I think it is entirely possible that we may have umier
estimated this time.  Ax you know, peponal incothes are increasing
and other factors in the economy indiente that things are getting
better. 1 think one would have to have a real crystal ball 1o know
whether the receipts—

Senator Dovatas, What Tam trying to get at—and § am not making
this as any personal criticism of you—the records show that you have
been wrong twice, both in January and in February. This is impor-
tant for it atfects our decisions about public policy. ~ There were sume
of us who were cautioning you at the time and saying that we theught
you wers overoptimistic but we were labeled prophets of gloom and
doom. But now you say you think that fiscal 1959 will be o worse
than liscal 1958, that is, that the reeeipts will be approsiustely the
same for both years.

Mr. Staxs. We expect that they will, yes, that there will be an up-
ward trend in fiscal 1959 that will offset the downward trend.

Senator Dovaran. So the average will be about the same.

When do you expect recovery toset in!

Mr. Staxs. Whendo I personaliy?

Senator Dovaras. No; officially.

Mr. Staxs, Weexpect recovery toset in rather soun.

Senator Dovatas, Inthe summer!

Mr. Stank. Yes; in the late sunmer-— -

Senator Dovaras, So you expect the upturn in the sunner?

Mr. Staxs. Inmediately after the summer is over.

Senator Dovaras, Oh, that is fall, then t
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Mr. Suane, \pgaorumatels, ye.

Notator [dgec s JM vom sapuvt au ujdarn 18 tis cunte? of 0
the fail?

Mr. Stane We can erjuvt 8 groeral bnvelng aut of conditions
the sumpwt, 1n my prrsonal spanmm, and unjeut onwnt = the fall.

Senatue Jhaasas, If o wvse o level vt sinl tirn dows not Surn
upwand later, yum srv st 3 sk lower puant than the average for fisal
1908, lavnwe the srunomy sarted an 8 high brvel 1 Nugwst 1907
and dian't peally legia toturn don e antil Nojdemicr.

Mr. Siane. Senatur, | ame faurly ojdmustar that the orussay will
trgin 1o turn up legmning 10 Sepiember or brfare and wiil term up
cmustently.

Nonstrr Jha wias. SNa that fiwal sear 1920 will lw about the sane
as frergl 1908 ?

Mr. S30ae That 1o cmr prvwnd estunate,

Nenator [hautae, Jiut the twewiom Gelay will already have ant
the (Gurernment in taves from 821 2 balhon to 83 ballon,

Me. Stase. It cumbllw in that range, oo,

Senator A wsaa What has been the devrrase i total gross natnal
prrmduct !

Me.Stana ido tnd know offhand.

Senatesr b g ae, Nlwout 2230 Lallen, wan'tat?

Mr.Stane, Hedonn alasat 510 lnllun,

Senatur [ utas, | wean that the current annual rate v about 8.0
Inllwn lerkow thw rate fur the thinl quarter, 1ot 1t ¢

Mr. Sraxs. Fromabout $35¢0

Senator ihtatas. The 115 Ligure 1 the approainate igure fug the
thinlyvarier, 1sn't 11 ¢

Mr. vtase Herw st 1 - the thind quarter of caletslar 1957 was at the
annual mate of 440, The fourth guarter at {52 and the hrst quarter
of 1208 at §22,

Senator [kt utas Jt o down by $18 lullion. What about the cur.
rent rate bevanw neare now 1n the evund quarter !

Mr. Staxa, | wonid nat expect that # woull be any lower, and ot
might be higher in this quarter.

Senator [t atas. [tis down by sbout 320 nllion.

Mr. ~vana, 1ol 8 little less than that, yee

Senator hnutas, Evidently you expwct the sverape for the fiscal
year (459 1o be almut the same as the average for Gscal year 195K, which
would be somewhere bwtaeen 420 and 430 billions. You expect 8 b
of around ancthet 815 billion duning the coming fiscal year in the grom
natinal product ¢

Me.Staxa, \ kms!

Senator Dot aras, \ low from the thisd quarier peak.

Mr. Svaxs From the pesk level! | would not think that the
average would le quite that much.
bilml' or Inutas Abowt that much--you decrvamd from $440

.

Mr. Staxs. Facwe we, Senstor. | didn't bear your question.

Senator Dotatas. As & matier of {act, the peak was at $440 hillion.
In order to get up to even the avernge of feral 1954, you would have
to get back to 8 national penduct of $440 billion next year.
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Mr. Stans. Senator, this estimate of apgroximatel equal Federal
revenue in 1959 as in 1958 is a judgment. It has not been determined
mathematically.

Senator Dovaras. T understand, but I want to point out that your
judgment was wrong twice and now you come and say, “It is our
judgment.” We expect you to have an honest judgment but sometimes
we know it is well to check up on forecasts in the light of experience.

Forecasters make a living by forecasting and by never having their
forecasts examined.

Mr. Stans. 1think hindsight is always helpful.

Senator DoucrLas. What I am trying to get at is this: Hasn't this
recession already cost the country a tremendous amount of money?!
Has it not cost the country alread{’ $20 billion and does it not give
promise of costing the country $15 billion or $20 billion more? Isn’t
that truef

Mr. Stans. Interms of gross national product ?

Senator Douaras. Yes.

Mr. Stans. The change is in that level of annual rates. But it
does not mean that the accumulated loss is that amount. That change
isin theannual level.

Senator DougrLas. Below what it was, isn’t that correct ?

Mr. Stans. Yes.

Senator Dougras. From—

Mr. Stans. At the beginning of the year, it was 422 and, if it was
that, 440 in the third quarter of the previous year, it does not mean
lthat1 is a loss of $18 billion to the country because we are talking about

evels.

Senator Doucras. Let us take the average for the year. It will be
$15 billion this year and $15 billion next year, or $30 billion in the
2 years—I think it will be more than that—but let us take the figure
of $30 billion.

Now I come to the point that I think is an occupational disease
in the Budget Office. They do not look at the country. They look
at the budget which they have to administer. It is said, the deficits
are so much: therefore we ¢an’t increase them. Should you not look
athtllle?deﬁcit in production and in employment in the country as a
whole

Mr. Stans. I am perfectly willing to yield to the Senator in eco-
nomic theory, but while we are talking about figures that seem lar,
standing alone, we are also talking about figures which are relatively
small and in the magnitude of a few percentage points. I do not
think any of us would believe that you could continue to maintain
the economy on an even level or always upward—there are bound to
be some waves in it.

I believe that over a period of time this is a comparatively small
wave,

Senator Dougras. I, furthermore, point out I have not allowed
for any growth factor. You should be getting a growth factor of
3 to 4 percent. We did not have that for 1957. We had an actual
decrease for 1958. You say that 1959 will be no better than 1958.

If you take into account the growth factor, you ought to have
an annual rate of gross national product of $435 billion this summer,
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and around a $470 billion gross national product for next year. But
your forecast is around 425. That includes the growth factor.

Personally, I am not able to disregard the 5 million presently un-
em;;}oyed, the several hundreds of thousands who will be added
to the unemployed this month, the some 3 million who are on involun-
tary part time, and who, if we take in the aggregate, would amount
to about the equivalent of 1,300,000 full-time unemployed. .

So that I think these factors should be taken into consideration.
And, perhaps, this question should be more properly addressed to
the éecretary, but, since we have you here, it seems to me in making
your decision you have almost totally disregarded the possibility,
which I regard as more than a possibility, in fact, I regard it as a
probability, that a tax cut, by releasing purchasing power, would
result in increased purchases which, in turn, would result in increased
production which, in turn, would result in increased employment,
which in turn, would result in increased purchasing and production,
and so on. And that, while there is some leakage in this process, it
would start in operation cumulative forces of recovery. A tax cut
would do that. So that it is my own very firm belief that an ap-
preciable tax cut would more than reflect itself in an increase 1n
gross national product and national income.

Incidentally, this increase in gross national product and gross na-
tional income, by increasing the tax base, would, in large part, I do
not say wholly, but in large part, make good the initial loss of reve-
nues because of the tax cuts.

Have you taken those things into consideration?

Mr. Stans. We have taken all of those factors into consideration;
at least, I have, personally, in my judgment. As Secretary Anderson
said in the statement, it is pretty diflicult to prove that the figures
of the Senator are correct. It will probably never be proved. How
much of the deduction will be effective in s?endmg is a very difficult
thing to determine, particularly in view of the present tendency of
the people to increase their savings. Most of it could end up in
savings. I am sure that none of us have any certainty of opinion
as to where it would go. .

Senator Douaras. May I say that, with savuzﬁs promptly rein-
vested, there is no reason for concern. Where the savings are ac-
cumulated and not invested, then there is that factor. But I think
that lI}ou have made a very eloquent argument for the position which
I will make; namely, dproposing the kind of a tax cut which will
go to those who spend their incomes, rather than to those higher
income groups who tend to save. '

I thank you.

The CHAIRMAN. Are there any further questions?

Thank you very much, Mr. Stans.

Next, questions of the Secretary of the Treasury. Are there any
questions of the Secretary ¢

Senator Kerr. No questions.

Senator SMaTHERS. Questions of Mr, Stans?

The CaarMaAN. Of the Secretary of the Treasury—do you have
any questions of him?
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Both witnesses read their statements, and we finished with the
Director of the Budget. Now, the Secretary of the Treasury comes
back on the stand.

Senator SuatHers. For questioning ¢

The CHalRMAN. Yes,

Senator SuaTHers, I would like to ask a question, if I may, Mr.
Chairman. Ina t spirit of friendship, admiration, and so on.

Mr. Secretary, I am on another committee that is greatly interested
in transportation. And I am sure that you are aware, are you notE
that all transportation, railroads, motortrucks, airlines, and all of
the rest, are this year suffering, and they have been for a number
of years, a decrease in their business and, thereby, paying, undoubt-
edly, less into the Treasu?'.

&cmtary ANDERSON. Yes.

Senator SaaTHERs. You are, also, aware, are you not, of the fact
that this 3-percent tax which was put on freight charges, as well as
the 10-percent tax put on passenger charges, in its origin was put on
for 2 reasons,

First, of course, I presume, to get some revenue. But, secondly,
and ibly just as important, to stop people from using those facili-
ties during the time of the war when we wanted to save those facili-
ties to be used completely in connection with the war effort. That
is your understanding, is it not ¢

retary ANpersoN. Yes; I think so.

Senator Sxatners. Now, would it not be reasonable to assune that
if a tax were put onto a particular industry for the purposes of stop-
ping people from using that industry, we will say, the transportation
industry, and for the purpose, in eﬂ’ect, of slowing it down, would
it not be reasonable to assume that, if we wanted to help that indus-
{ry and revive it probably the best thing we could do would be to
take that tax off that industry?

Secretary AxpersoN. That would, certainly, be one way; yes.

Senator SmatHERS. Do you have figures there, or can someone sup-
Ply you with the figures, as to how much it would cost the Treasury
if the 3-percent tax charges were removed ¢

Secretary ANpERsON. About $487 million.

Senator SMATHERS., $487 million #

Secretary ANpErsoN. Yes,

Senator SmaTaERS. It seems to have gone up since we got the last
figure. How much would it amount to, in loss of revenue, if the 10-
percent tax on passenger traffic was taken off ¢

Secretary ANpErsoN. $230 million.

Senator SmaTaers. That is about 1,700—a little over 700 more. Is
it not a fact that most all of this tax that is paid by people, ship-
pers, particularly—is it not a fact that it is listed by them as a busi-
ness expense ?

Secretary AnpersoN. I would judfge, particularly on the freight,
that it would be listed as an element of cost.

Senator SaaTnErs. So that, in fact, what happens is that, while
you collect it in one hand, you lose it on the other facet of it, because
people deduct it as a form of business expense

Secretary ANpErsoN. It would be one of the factors, I am sure,
that would go into the making up of costs.



CORPORATE AND EXCISE TAX-RATE EXTENSIONS 7

Senator Satatners. And then would it not be logical to follow that
the fact what happens is that you collect the 3-percent tax on the
one hand, but you are losing revenue with respect to your corporate
income tax, we will say, because people are deducting that tax as a
business cost, and, there%y, reducing the amount of tax which they

pay?

gecretary AnpersoN. Well, I would not think that it would follow
that you would lose the same amount, because the amount of the cost
would go into the price.

Senator SmMaTuers. Right. So, in addition, this other thing, then,
has a little inflationary eﬂgect! .

Secretary AnNpersoN. It would increase the price.

Senator SmatHers. And thereby result in what would be a higher
price on the article?

Secretary ANpersoN. Yes; that is right.

Senator Smaraers. But you would expect, would you not, that,
while it would not come out exactly even, nevertheless, the very fact
that a businessman would deduct this tax, as a business expense, that
results in some loss to the Treasury, does it not ?

Secretary AnNpersoN. Yes; it would be rded, from the cost
standpoint, as an element of cost, and it would, also, be regarded as
an element in fixing the price.

Senator SMATHERS. Right. ]

Secretary AnpersoN. Now, the amount of the price would be af-
fected by a number of other aspects. So that what we would tax in
the corporate tax would be the profit. It would be very difficult to
relate specifically the influence of the tax on the profits, because one
would have to relate the weight that would be given the price factor.

Senator Smataers. If we took off the 3 percent excise tax, it would
not, in fact, be a total loss of $478 million which you state, because in
fact, it would stop business people no longer being able to deduct that
as a business cost and thereby reducing their corporate tax, this
figure would not in fact be the actual sum lost which would result to
the Treasury?

Secretary AnpersoN. You are talking about the net of a whole

series of transactions?
 Senator SMATHERS. Yes,

Secretary ANpersoN. And while one would not argue that any de-
crease in any tax would not influence volume and, perhaps, therefore,
influence profit, it would be very difficult to measure it.

Senator SmaTHERS. I will not pursue that with you, I know what
your position is. I respect you in your position. I do not happen
to agree with you in that particular point, of course.

Let me ask you this to shift to another question. You are aware
of course, that this 3-percent excise tax is causing many, many busi-
nesses to buy their own trucks so that they can avoid the tax—are
you aware of that fact?

Secretary AnpersoN. I am so informed by shigpers.

Senator SuaTHERS. Now the result of that is that, of course, a small-
business man who does not have sufficient money to buy his own fleet
of trucks, he still has to use the common carriers and pay the 3 per-
cent—you are aware of that ?
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Secretary Axpezson. Well, business people who do not own their
own trucks would pay that.

Senator SuaTthers. It would be usually the case, would it not, that
the man who had plenty of money could get his trucks, buy his own
trucks, ‘tﬁg the cmn who has very little would have more difficulty in
getting the tru

Su:murgAxo:m. I think that is a logical statement.

Senator SuaTnezs. Therefore, what this tax does is to penalize the
man who has the small business; is that not a fact?

Senator Kear. Would you yield right there?

Senator SuaTHERS. Yes.

Senator Keze. I am entirox in sympathy with the objective. I
want to say to you that from the standpoint of many years of experi-
ence, in operating trucks, using comnon carriers, there are very,
very few substantial businesses needing lnrge transportation in their
operations who find that differential sufficient to cause them to go
ian that phase of the business rather than use those who are in that

usiness,

Senator Swatuers. Of course, I greatly appreciate what the Sen-
ator from Oklahoma has to say. And I know that his business ex-
perience has been wide. And I have the highest respect for him, but I
would respectfully say to him that statistics incontrovertibly reveal the
enormous movement 1nto the private carrying field, that common car-
rier, motortrucks, and railroasa are losing business. And when ques-
tioned about it, in most instances, people are moving into the
common-carrier field on the basis of the fact that they not only con-
trol the trucks and have complete flexibility, but it fielps them and
gives them a 3 percent advantage to start with. That being the case,
of course, it is obviously a g):nalty on the man who cannot afford to
go out and buy his own truc

Mr. Secretary, I won't debate this with you, but Ivou are aware,
however, I presume, that the 3 percent tax does result in some pen-
alty to the man who does not have his own fleet of trucks?

retary ANpeersoN. It is a disadvantage in the computation of
his costs to those people whio do not own their own methods of trans-
portation, yes.

Senator SaTHERs. Thank you, Mr. Secretary.

Senator WiLLiaMs, Mr. Secretary, I didn’t catch the figures that.
you gave the Senator from Florida as to the amount involved in the
transportation tax. )

Secretary AnpersoN. For the 3 percent tax on transportation of
property, Senator, it is $487 million.

Senator WiLLiams, How much wasit?

Secretary AnpersoN. On the 10 percent transportation of persons,
$230 million.

Senator WiLLians. I noticed that in the transportation of persons,
in 1952 it was $275 million, in 1953 it was $287 million, and in 1954
it dropped to $247 million. And in 1955 it was down to $200 million.
And it was $214 million in the most recent report of 1956 which was
tabulated. And this $230 million is an increase, then.

_ I was under the imdpression that transportation was declining even
in 1957 and 1958, and I am wondering how you account for the esti-
mated increase of about 12 to 15 percent increase in the tax revenue
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from that source in this fiscal year over 1956, when I thought we were
in the trend the other wa{;

Secretary ANDERsON. Personally, I do not have a basis for the analy-
sis which the Senator desires. I would be glad to examine it. These
are the latest figures which are made——

Senator ANpErsoN. The railroad figures might be going down and

the others might be building I:ip.
Senator WiLriaus. It could be.
Senator Kesr. That a}}plies to other rtation than railroads?
Secretary ANpersoN. I notice even then the trend had——

Senator WiLLiAMs. It had been declining pretty much each year.
Only 1 year in which the decline was rev , but the overall net is
that it 18 down now, from $275 million in 1952 and $287 million in
1954 which was the last figure that was in this re({)ort of Mr. Stam.
And I notice the trend is reversed. And I wondered just in what
field that reverse was taking place, because it was different from
what I had expected.

Secretary ersoN. Part of it is explained by the fact that in
this 1954 there was a reduction in rates, generally, on passengers.
That would make a difference in the application.

Senator SmaTHERS. Reduction in what?

Secretarg A~pERsoN. In passenger rates in 1954.

Senator SmaTHERs. Reduction in passenger rates by what !

Senator Kerr. There was, also, a reduction in the excise tax on
passenger transportation in 1954.

Secretary ANpersoN. That is the thing I was referring to, not the
rate.

Senator Kerr. Sothere would be a reduction in the total tax?

Senator SMaTHERS. There was no reduction—

Secretary ANDErsoN. In the tax rate—it was what T meant to say.

Senator WiLLiays. Could you furnish us a breakdown on the dif-
ferent categories of that tax, so that we can see where the increase
is expected to come from and where the decrease is taking place!

Secretary ANpErsoN. Yes, we could.

(The following was subsequently received for the record:)

The decline in receipts in the fiscal year 1955 reflects the reduction in the
tax rate from 15 percent to 10 percent effective April 1, 1954. Receipts rose
$14 million in 1956 and $7 million in 1967. The increase in 1957 would have
been larger except that certain travel outside the continental United States
was exempted on October 1, 1956, and the exemption for commutation was
raised from 35 cents to 60 cents effective September 1, 1956. In the January
1958 budget estimate, a decrease in receipts was estimated for the fiscal year
1058 because of the full year effect of these exemptions in the fiscal year 1958
as compared to the part year effect in the flacal year 1957. The estimate for
1059 assumed a continuation of the increase in the total volume of taxable
transportation which has occurred in the last several years but which has been
obscured in tax receipts because of changes in legislation.

Although the total volume of transportation is expected to increase, it is
estimated that the revenues of railroads will decline somewhat. The increased
revenues of other carriers, especially airlines, will result in an overall increase
in total revenues.

It may be noted that although the budget estimate for 1938 showed a decline
in receipts in 1958, actual receipts for the first 9 months of 1958 show a slight

Senator Wrriams. And 1 noticed that in the transportation on
property you are estimating $37 million increase next year in that,
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over and above the most recent figure we have availuble which is for
1056—we don’t have 1957 in—and in 1958 it was $£50 million, and in
1955 it was $398 million. And I notice that this is $487 million, Is
that due to the growth of the economy, the expunsion?

Secretary ANpersoN. What we estimate it to be; yes, sir.

Senator WiLLiaus, Thank you.

Secretary ANpersoN. The Senator might be intevested in the break-
down of this $487 million as to the 2 major items in percentage:
49.3 percent comes from the railways, 47.2 percent for motor carriers
for hire. Thase are the two major items.

Senator SyarRrers. That is an estimate!

Secretary AxprrsoN. Yes, and the—

The CaMErMAN. Does that mean for the railrond only one-half of
it stayed on the railroads!?

Secretary .ANpERsuN. Yes, about that; yes,

The Cuaignax. T thought it was different from that.

Senator SuaTHERs. I do not think that is too guod an estimate,
frankly, from our figures, becnuse as a matter of fuct, the railroads
at the moment are carrying less than entire-city ton freight, I mean
freight on the motor carriers at the moment,

Secretary ANpersoN. These were calculations.

Senator SxarTHERS. It is decreasing?

Secretary AxpersoN. We made tiem in January. They do not
include the recent trend.

The CnamrmaN. You think that is approximately correct, that one-
half of it is on the railroads?

Secretary AnpersoN. I would think it is approximately correct.
Recent trends would make some fluctuations as Senator Smathers
indicates.

Senator MaroNe. Mr. Secretary, I have the utmost sympathy for
you because you are the ultimate fall guy. Anything sent up by the
administration or proposed by Congress, to be signed by the President,
all you have to do is to find the money. The fact that some of us do
not vote for this does not alter the end result. But it does put some
of us kind of behind the eight ball. Because from the time I arrived
in the Senate I have been for the repeal of wartime excise taxes on
the theory, I think it is more than a theory, thut when they are imposed
there is very little reason or study on the distribution of such taxes.
They just need the money and they put it on whatever seems to be
handy, and nobody cares very much because it is an emergency and
supposed to be for a short period. But we have a habit when we put
a tax on that way, we just never do anything about it unless we add
toit.

It has always been my thought that if we need the money we ought
to reexamine the excise taxes, and if we need the money brought in
by those taxes, redistribute it in a fair manner. There has been no
effort to do that, so far as I know. There has not been any proposal
to do it so far as I know, except I have had bills in continually to
repeal all excise taxes and once in a while we slip through with one,
like taking the tax off the 90-cent tickets on motion-picture theaters,
80 they could continue to operate. And when a business is just about
to pass out of the s)ictum sometimes we take it up, like the Senator
was telling us he held recent hearings on the railroad situation.
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I served on the public service commission of mi' State for a con-
siderable time, and we could all see it coming. It is here with us
now,

It just seemed in adding those things together, isn’t it $750 million
that we are about to make availubie to railronds?

Secretary Axpessox. I think that was $700 million, was it not, in
the bill passed yesterdny ?

Senator Sxatners. $700 million.

Senator MaroNe. $700 million !

Senator SyaTiers, Yes,

Senator Mavoxe. It just seems that about equuls the excise taxes—
$478 million and $236 million, that just about comes out even that we
give to them and then collect it back.

I just wondered if we should exaumine some of these things. We
never have any time, but we give to them, on the one hand and take
it away from them, on the other hand. Isn’t that about what it
amountsto!

Secretary .\NvesoN. I would rwlpoml to both portions of your
question. 1 do believe that we should continuously examine the a
plicability of our taxes in order to uchieve the best balance from the
standpoint of fairness and from the standpoint of the country. So
far as the respective proposals that were made, the bill as 1 under-
stand yesterday provided for loan guaranties which presumably would
be repaid by the transportation facilities that are paying the loans.

Senator Kege. Do the railroads pay these excise taxes out of their
revenue, or would they collect this?

Secretary .ANvemsoN. They would collect it from the users. This
would be a part of their rate buse. And, of course, as has been indi-
cated earlier, only a portion of the t rtation tax either on
persons or property is applicable to railroads. It is also applicable
to other forms of transportation. So that ultimately it is a tax that
is paid by the people who utilize the facilities.

ator MaLoNe. That is the excise tax !

Secretary ANDERsoN. Yes.

Senator Marone. But it is on one particular sector of the public?

Secretary ANpeusoN. Yes. Of course, some of the excise taxes
existed prior to the Korean war and were increased at that time.

Senator MarLoNe. Wartime taxes were more!

Secretary ANpEwsoN. I do not remember as to the specific origin.

Senator MaLoNe. But most taxes were wartime taxes?

_Secretary AxpersoN. I think most of them occurred at the time
er revenues were required.
‘he CaairmAN. I understand you to say that this 3-percent tax
becomes a part of the rates of ruilronds.
tary AncersoN, Itisadded to the rate.

The CrairMaN. It isnot a part of the base?

Secretary Axpersox. It is part of what the passenger pays.

Senator Smatarss. It is not a part of the rate approved gy the In-
terstate Commerce Commission, but it is a penalty that goes on at 8
percent and that charge is added every time the rate is set.

The Cramuman. It does not affect the base rate.

Secretary Annerson. That is correct.

Senator Sxarrers. It does not.
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Secretary Anpeason. It is just added to the rate. ]

The Cnamuax. It is just added to the rate, they pay the railroads
as the collecting agency.

Sec AxpeusoN. That is correct. ) o

Senator Mar.oNe. What is really means is, a8 you have just said, it
makes a collecting agency out of the rail but perhaps decreases
their rate in the lonﬁ run, as has been explained by Senator Smathers.

In any case, a fellow pays this $700 million and nobody ever has
caught anybody mpa{;nF anything recently to the Government.
This $700 million is to be loaned. It will be a long time coming back
if it ever does, and I doubt if it ever will, it will be written off
eomet.ima and this $717 million that is collected in excise taxes, some-
body said one time that whether you stand up in the stirrupe or sit
down in the saddle, the weight is still on the horse. And it still comes
out of Mr. Taxpayer.

Now, I am not complaining, and 1 just. want to say a few thin
here, because if I did vote for the continuation of them, it would
a complete reversal of what [ have been advocating,.

Secretary Anpersox. May I interrupt one moment to say, Senator,
I am sure the Senator understands that the present recommendation
for the continuation of corporate and excise taxes which would other-
wise decline on July 1 wonld have no eflect, so far as the tax on trans-
portation of either persons or property.

This is not a tax which would automatically decline on July 1, and
it is therefore not a part of the extension recommendations.

Senator Marone. Well, what T uin about to say applies to the
saddle on the horse. We generally do keep whatever taxes are put
on. I have never seen a (‘on yet repeal any tax. Theoretically,
it is only going to go a little while. Theoretically, many of these
things were pas=ed for a certain period as an emergency. One of them
will come to this committee pretty soon on this foreign trade. But
it has been extended 10 times, and has something to do with this
recession or depression and may make it worse rather than better,
and I think it will.

So, we know that it has been the habit of Congress, the habit of the
administration regardless of what administration, the habit has been
to continue all taxes and all trick stuff that they can get through
Congress at one time.

Now, we have just passed more than $3 billion to send to Europe
and Asia to bu in the United States. And we have made a
great case in all the newspapers that 4.5 million people are employed
in such a thing. We have managed to load that on the taxpayers.
There is about $2 billion added to the Import-Export Bank to give
to foreign nations to build plants in competition, to compete under
this trade thing with American producers and workingmen.

Then we have about $10 billion in soldiers all over the world
annually.

Adding it all up, it is a nice theory that if you disturb such a thing
that youiegin to get rid of some of this stuff that is going to auto-
matically fall on you anyway before long. I think it will be a ve
short time, maybe a year, maybe 2 years, until all of Europe will
notify you that you are about to leave there, because their security is
threatened with your presence.
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Then perluJ)s this $10 billion will be available to you for other
puqum I doubt if we repeal any taxes even if that happens.

Now, yesterduy we pussed n bill for the railroads. There was
no objection to it. There were some amendments. We all real
after the very competent hearings conducted by the distingu
Senator from Florida, that something had to be done. Now, I have
been attending another session where the Secretary of the Interior
has recommended in order to save a completely devastated industry
that there would be another several hundred million dollars lprto-
priated. So we are just picking these industries up as they fall on
their fuce, and they will fall with a greater frequency in the future,
I think, under the policy that we are pursuing. I do not see
anyend toit,

e have just finally come around, we are just tauking it out of one
pocket and putting it into another one. And, finally, we have just
about played the min%ont. And I did have my mind made I‘lL&.o
vote to take the taxes off the railroads—like the mnotion picture thea-
ters, we are closing them down.

But I have & great regard for you and a sympuﬂngdf\qr ou. And
the Budget Director is about the same, too; he is behind the eight
ball, he is not his own he just has to find the money somehow.

And that is about all 1 have to say, Mr. Chairman. It just seems
that ;o are just likehme dog clmingggs tail. “thhipg ever leaves the
circulatory system, but it is getting bigger all the time.

The CnarMax. Any funmiscusggens?

Senator AxpersoN. Mr. Secretal&, at one time lust fall we had the
interest on 91-day bills get up to the rate of 3.66. That would 5ivo
us a reason why the interest costs to the Government were steadily
going higher. The rate now 18 down below three-quarters of 1

t

percen

Secretary AxpersoN. Yes; it is in that neighborhood.

Senator ANperson. It is even lees than tha

Secretary Axperson. It has been as low as 0.58 percent, and it is
now about 0.78.

Senator AnprrsoN. Has that eased the sale of long-term Govern-
ment bonds any?

Secretary Axprrsox. The interest rates on the long-term bonds in
the market in the fall of 10567 were up to about 3.78; they are down to
yiold about 8.16 now.

Senator Anperson. Now, everyone, I think, recognizes the desir-
ability of trying to get this debt spread out as far as possible on a
permanent basis. Are we taking much advantage of the present
advantage to place long-term offerings?!

Secretary ANpersoN., The Senator probably knows that in the last
week we offered for cash $1 billion of 31} percent, long-term bonds
g;% ibn'I}?%’ for which subscriptions were received of something over

.5 billion.

Then we offered the holders of $9.5 billion of maturing securities a
choice between an 11-month certificate at 1.25 percent and a 6-year
and 8-month bond at 2.625 percent. And there was about $1,785 mil-
lion that went into the 11 months’ certificate and about $7,250 million
the elected to take the 6-year and 8-month bond.
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So that the total result was an extension of about 5 months on the
average maturity of the total marketable debt structure.

Senator ANprrsoN. This is a fairly favorable time for the same. 1
notice that the Riggs Bank advertised the other day it was cutting its
interest rate from 3 percent back to 2 percent. That makes 3%
percent bonds attractive.

Secretary AnpersoN. Yes,

Senator AxversoN. Is that not one of the hopes that we can hold
out for the taxpayer; that if he cannot get any other costs down, he
is going to get his interest cost down?

he Cuatrymay. Is the committee finished with the two witnesses?

Senator .\ xpERsoN. Senator Douglas has some questions.

Senator Dovaras. I certainly do not want the Secretary to come
back again, with all his duties, to respond to my questions. I would
not. think of doing it. I will merely say, if I mulw"2 that T think the
difference between us is that the Secretary is thinking of the budget
of the Government, and regards that as his BPrlmaq concern, and
aplls)nrently does not. believe that the budget should be used to help
stabilize the economy in a ‘:eriod of recession or depression, or that
if an effort is made to use the budget for such a purpose, that it will
be relatively unsuccessful.

I am sure the Secretary is a very honest and honorable man. I am
not criticizing his charucter at all. I think we should center our
attention on the recovery. and I am one that believes that the release
of purchasing power in a period of recession or depression generates
a cumulative process of recovery.

Now, we can argue for hours and I do not know that we could
any further. But 1 did want to have the record show what I think
the fundamental disagreement is. And I hope the Secretary is proved
right, if I may say so. I hope we may be able to learn from experi-
ence, and not have a repetition of 1929, 1930, and 1931.

Secretary ANpersoN. May I only say, Mr. Chairman, one thing. 1
have the greatest respect for the Senator from Illinois and for his dis-
tinguished career in the field of economics. I would only want to
say that to the very best of my ability I tried to take into consideration,
Senator Douglas, what is truly in the best national interest.

Senator Douvcras. Ido not doubt that for a minute,

Secretary ANnERsON. My concern as Secretary of the Treasury in-
cludes consideration of things which will help generate increased
gross national product, make more and better jobs, provide more goods
and services at levels people can pay and generally improve the
strength of our economy for the good of peoqle on a basis which is
sustainable. To the very best of my ability I keep all these things
in mind when I am helping formulate programs or making decisions
in my role as Secretary of the Treasury.

(The following letter from Senator Charles E. Potter was subse-
quently inserted in the record at the direction of the chairman:)

Unrrep 8TaTES BENaTR,
Washington, D. C., June 13, 1958.
Hon. Hargy F. Brao,

Chairman, Commitice on Finance,
United Btates Senate.

My Dear Mr. CBAmMAN: I appreciate this opportunity to include in the
record my views on H. R. 12005, providing a 1-year extension of the existing
corporate normal-tax rate and of certain excise-tax rates.
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. 1 wish to comument solely on one portion of the bill, that which concerns the
Federal excise tax on automobiles, now standing at 10 percent. This tax was
levied In wartime as a deliberate depressant on the automobile industry and
in fact on the eutire econumy. By making cars more expensive, sales were
noticenbly curtalled. Since the automobile industry is the bellwether of the
national econowy, the excise tax had a deflationary effect felt in every State
of the Union.

However, what is desirable and useful in a wartime situation may be precisely
the opposite a few years later. Today the excive tax on autumobiles is nothing
short of econowmic poison, for it is slowing the wheels of recovery at the very
time they should be sped up.

On every $3,000 automobile, the consumer pays a Federal tax of $300. In
other words, the price is bloated by 10 percent. 1f we ure to buy our way out
of this recession, as has been suggested, surely jucked-up prices are no induce-
ment.

As you recall, wartime excises were levied on certain so-called luxuries. To
call an automobile a luxury is Inaccurate. The automobile is a Dnecessity.
Therefore, the tax Is unfair on the fuce of it. The average man uses his car
almoxt entirely for traveling to and from his work, for buying food for his
family, visiting doctors and other necessary movement.

Today almost half a million people are unemployed in Michigan. Across the
Nation 5 million men and women are without jobs. A great variety of tax cuts
and tax adjustments have been advocated as antislump measures, but it is my
firm belief that the one which would provide an almost immediate stimulus
to the entire economy is the automoblile excise tax.

It is true that the heart of the antvmobile industry is in Michigan. Baut its
vast operations touch every part of the national economic structure. One
out of every six jobs in the country depends directly or indirectly on the auto-
mobile industry. Cutting 10 percent from the price of the automobiles would
send up car dewmand ut once. 8iles would be stimulated. Iroduction lines
would move. People would go back to work and payrolls would rise. Then,
like a giant wheel, the beneficial effects would spoke out to the steel, rubber,
glass, cotton, and leather industrieg, major commodities in the vast complex
serving the motor centers of the Nation. Such an upswing unquestionably would
bring more corporate and personal income tax revenue into the coffers of the
United States Treasury than the $350 million lost if the excise tax is permitted
to decline to 7 percent as scheduled.

In summary, I repeat that the excise tax on automobiles was levied in an
intent.onnl etfort to slow business activity. To continue it today when the
need is for stimulated activity is certainly unwise, and can only have harmful
effects throughout the Nation.

Sincerely yours,
CHarixs B. Porrez.

Whereupon, at 12 noon, the committee adjourned to 10 o’cl
Fr‘nday, June 13,1958,) ! ock,

O



