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EXECUTIVE SESSION

WEDNESDAY, DECEMBER 8, 1982

U.S. Senate

Committee on Finance,

Washington, D.C.

The committee met, pursuant to notice, at 10:15

room 2221, Dirksen Senate office Building, Senator

(chairman of the committee) presiding.

Present: Senators Dole, Packwood, Roth, Danforth,

Heinz, Wallop, Durenberger, Armstrong, Symms, Grassley

rd, Bentsen, Matsunaga, Moynihan, Baucus, Boren,

and Mitchell.

Staff present? Robert E. Lighthizer, chief counsel;

DeArment, deputy chief counsel; Michael Stern,

staff director.

Staff from the Joint Committee on Taxhation: David
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H. Brockway, deputy chief of staff; James W. Wetzler, chief

economist.

Also present: Hon. Drew Lewis, Secretary of

Transportation; John B. chapeton, Assistant Secretary for

Tax Policy, Department of the Treasury.



R-0-

O 2

0 ~~~3

4

5

6

- ~~~7

8

.9

10

1 1

. 12

13

14

15

16

17

18

19

20

. 21
22

O 23

24

25

PAGE Nn 2

The Chairman. Let me suggest now that I have asked

Ambassador Brock to take just a few minutes, and then we

will hear the nomination of Mr. Johnson, and then move into

the gas tax. I have asked Ambassador Brook if he could talk

to us-for about 10 minutes on the Caribbean Basin and its

importance hot only to the administration but the general

importance as he sees it as our special trade representative.

Bill, if you evoke enough interest in the committee,

we'll see if we can't be helpful in the remaining days we

have, whichever way you wish to proceed for the next few

minutes.
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STATEMENT OF AMBASSADOR WILLIAM E. BROOK, U.S. TRADE

REPRESENTATIVE

Ambassador Brock. Thank you, Mr. Chairman. I

will be very brief.

Perhaps the most important thing I can do this

morning is to stress for you the urgency with which we view

the problem and the need for some particular legislative

response in the form of the CHi bill. We have just completed

a trip with the President.

The Chairman. Turn the mike up there.

Ambassador Brock. I'm still a little weak from

my travels, Mr. Chairman. I will try to speak up a bit.

We just ha d a trip through South America and into

Central America, and I don't believe it is possible to

overstate the difficulty that those countries face and that

the world faces right now in this global recession that we

have. When you look at what has happened to particularly

the smaller countries in the Caribbean Basin, with the

collapse of their basic commodity prices sugar being banned

effectively, or most of it, by U.S. legislation, the fall of

all their basic raw material prices, even basics like bananas,

coffee in difficulty, and combine that with the explosion of

energy prices caused in part by the strength of the dollar,

their debt circumstance with high interest rates, and the

reduction in market opportunities both here and in Europe and
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of the recession, their situation

Lble.

7oposed in this legislation, as you

-a three-part program. The Congress

tnd that is the direct financial

trade aspect, and the investment

:he CR1 legislation.

Lbstantial movement now in the Xouse

!lieve the prospects are good that

qy a substantial majority favorably

to the House, hopefully by Friday,

ist of the contentious areas are

own feeling that any bill that gets

)y exceptions becomes more and more

less easy to pass. I think that is

yve at the moment, that we would like

hssible in order to be as effective

There are a number of individuals

e expressed concern with the

.e to just try to put the issue in

economies, in sum total - their

ust slightly over 1 percent of the

.ed States. The thought that they
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could do us damage simply is not a rational thought. The

contrary is true.

We have a $2 billion a year trade surplus with

these several countries. An awful lot of Americans, at least

50,000 or 60,000 net jobs are created today in the Caribbean

because of the trading situation. Now if we don't take

action to let their economies recover as ours does, to give

them market access to the United States, that trade balance

is going to disappear. You are jeopardizing, by not acting,

50,000 or 60,000 U.S. jobs.

The reverse is true if we take action on this bill.

That is, simply stated, if we can increase the total trade

between these two trading groups -- the United States and the

Caribbean nations -- an awful lot of net new jobs can be

created in the United States. In all candor, it will primaril

benefit the Pnited States first because, in order to develop

an industrial base or any manufacturing base at all, they

have to import the capital equipment to produce the goods, and

the capital equipment will come from this country.

Therefore, we have an enormous amount to gain,

virtually nothing to lose, and a desperate situation with

some very, very good friends of ours. ~I guess I would

conclude with something I said the last time we were together,

Mr. Chairman: If we had done this 10 years ago, I am

absolutely and deeply convinced that we would not have the

y
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the capital equipment will come from this country.

Therefore, we have an enormous amount to gain,

virtually nothing to lose, and a desperate situation with

some very, very good friends of ours. �I guess I would
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problems in the Caribbean that we have today.. If we do not do

it now, I am equally convinced that the problems are going to

be far more costly and far more difficult for us in 1 or 2,

much less 10 years from now. Therefore, my plea is that this

committee exercise its traditional leadership and move this

bill as quickly as it possibly can.

The Chairman. I want to thank you, Ambassador Brock.

I thought it might be well for committee members to hear of

your direct concern. I understand that over the weekend, I

guess, there has been a meeting in Miami. The Vice President

has appeared. I am not certain whether you have been there,

but there is a great deal of concern in the countries involved

that we have not done much on this legislation.

T know Congressman Gibbons is working as hard as he

can on the House side. There is, I think, some strong

bipartisan support in the House.

Ambassador Brock. Chairman Rostenkowski has been

really magnificent in his support in the last several days,

Gibbons, Frenzel, Vander Jagt. It is totally bipartisan and,

I think, very effective now.

The Chairman. Senator Bradley?

Senator Bradley. Mr. Chairman, I think that clearly

the Caribbean Initiative is important. There are some areas

where, obviously, some of us disagree but the point that

Ambassador Brock has made that it is absolutely essential that
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we all understand that unless these countries -- not only in

the Caribbean but in South America -- Brazil, Argentina,

Bolivia, Mexico -- unless they are able to export, to here or

to anywhere, we are going to have a lot of banks in serious

trouble. I think that probably whatever we do in this session

up here in the next 3 weeks is not nearly as important as what

the administration has just said on quotas for the IMF, in

agreeing to raise the quotas, and Secretary Regan calling

for a new Bretton Woods. We are at a very, very critical

juncture in the health of the international economy.

Ambassador Brock. You are absolutely right.

Senator Bradley. I think that in the larger scope

of things the Caribbean Initiative is kind of small in scale,

but the administration's change on quotas is absolutely critica

I applaud them, and hope that you had a role in it so I can

congratulate you.

Ambassador Brock. I am very strongly supportive,

Senator, and I thank you for the comment. Your point is so

fundamentally important, that the quotas won't do the job if

they have no place to sell their product. It takes both.

Trade and finance are absolutely interrelated now. We cannot

separate them any more, and it is fundamentally important that

we take both steps. I appreciate that.

The Chairman. Senator Long?

Senator Grassley. Mr. Chairman? oh, Itm sorry.

I1.

0 23
24

25

we take both steps. I appreciate that.

The Chairman. Senator Long?

Senator Grassley. Mr. Chairman? Oh, I'm sorry.
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Senator Long. I just want to ask, Mr. Ambassador,

when are we going to start showing some concern and doing

something about this $60 billion a year deficit in our trade

accounts?

Now I am told by somheone who I had asked to talk to

and try to learn about some of this matter from, "Don't worry

about all that. The fact that we're running a $60 billion

deficit in our trade accounts is all right because we have a

balance of payments."

Now the impression I gained is that we are achieving

that balance of payments by selling them America acre-by-acre.

For example, I know of a good investment consultant, a lawyer

by profession, who had an arrangement with people abroad to

buy about $1 billion a year of American assets. Now they told

him, "Don't buy anything that is for sale. If it is for sale,

there might be something the matter with it. We only want

assets that anybody would like to own and which are not for

sale. We would be interested in buying up the best real

estate in the growing communities. We are interested in buying

stock in office buildings, in growing concerns, and in companie

that don't have any problems. Don't buy anything in these

companies that might have some difficulties."

Now I assume that if I know one person in that

position buying up American assets, the best there is to have,

at the rate of $1 billion a year, there must be others doing

-- ---------- I
R- 0 i PAGE NO.8 I
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the same so I would assume that you could multiply that. It

looks to me like our situation is about the same thing as a

farmer who is out there on that farm and decides that it is

cheaper to buy eggs than it is to produce eggs on the farm, and

cheaper to buy the poultry than to produce it, and cheaper to

buy milk at the store than to have a cow out there on the

.farm, and in due course he is paying for all of this by selling

his farm. Acre-by-acre he sells his farm to pay for these

things that in bygone days a farmer would produce on the farm.

Do you think that we can afford this trade policy,

,a $60 billion deficit, or do you agree with my theory that we

are selling America in order to pay for things that we ought to

'be producing ourselves?

Ambassador Brock. I do not think anybody can take

lightly the degree of trade deficit that we have and that we

,face in the present circumstance. Two points: First of all,

11we have twice as much investment overseas as there is in the

'United States, so there is a quid pro quo in the process.

However, I think in the fundamental nature of the problem that

I have to face, with you, in the next 12 to 24 months, is the

fact that the United States has become a safe haven for world

investment because it is still the biggest and the best and

the most productive economy in the world, and people are

desperate to put their money somewhere outside of their own

country that offers some security of investment.
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That has caused an unfortunate double effect. First

of all, it has -reduced their opportunity for growth in their

own economy, so that our markets are soft overseas. Secondly,

it has strengthened the dollar to such a'degree that we have

lost our competitive edge by the relative shift of exchange

rates overseas vis-a-vis the franc, the mark, the pound, and

the yen, and it is harder for us to compete overseas with a

very, very strong dollar that is overvalued by a considerable

amount.

That, on top of the recession, has made our trading

situation very, very difficult, Senator. I understand that.

I am wrestling with it. I have made a number of recommendation

to the President for a course of action next year. We are

presently debating those actions and will hopefully have some

alternati('es to suggest, but I do take it very seriously and

I think you are absolutely right to point out the problem.

5.q~n..+nr Tnrrt hnycm ~recn

wanted to dredge the Suez Canal when they would bring that

thing back into operation. They came and talked to me because

some of the investors were from Louisiana.

After looking at that situation, I concluded that

we did not have any chance to get that because our Government

was not going to take any interest in the matter. We were

going to pay for it by way of one of these international

organizations -- I don't know whether it was the IMF or
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whoever -- but we were going to pay for it -

Ambassador Brock. Not the IMF.

Senator Long. Well, somebody, the World Bank or

something, somebody or other was going to pay for this thing

using almost entirely American money, but our Government

was not going to tell our Ambassador to go over there and tell

Mr. Sadat, or whoever was in charge over there at the moment,

that if we are going to pay for it, it ought to be done by an

American company.

My impression was that the Japanese or somebody

else got it. They got that big contract just because our

Government did not tell them that if we pay for it, it ought

to be an American contractor.

Now I saw Mr. Deflutts just before he went over there

to try to sell the American telephone system to Saudi Arabia.

I don't believe he made the sale. I would be glad to follow

it through. Do you know whether he made the sale or not,

who is going to put those telephones in?

Ambassador Brock. No.

Senator Long. Well, my impression was he did not

have any chance to sell telephones in Saudi Arabia or put in

the American system, even though it is the best, because this

Government was not going to tell those Saudi Arabians, "Look,

you know, if we are going to buy that oil from you, we want

you to buy from us. We cannot just continue to buy if we

R_____
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don't sell something."

Now that gets me to the question I have here: Why

should we subsidize the sale of Japanese equipment into those

Caribbean republics? Does this tax subsidy, this taM credit

go to people whether they install Japanese equipment or

American?

Ambassador Brook. No, sir.

Senator Long. Is this tax credit just in the event

they are buying American equipment?

Ambassador Brook. Absolutely.

Senator Long. Well, I must say that that makes it

a bit more like it ought to be. I would just hope that in

pursuing this thing, that we do it on a basis that if we are

going to subsidize something, that it be to encourage the sale

of our commodities, not to get a market for the other guy.

They are subsidizing their stuff far beyond what we are doing

already.

Ambassador Brook. Senator, I am in full agreement.

Senator Long. Thank you.

The Chairman. Lee me say, Ambassador Brock, we

did not want to get into a hearing here but I think you

understand some of the concerns expressed by Senators Bradley

and Long and certainly others. However, we did want you to

indicate to us how strongly you feel about this initiative and

to suggest to you that we are certainly willing to cooperate.

R--O 1� PAGE NO. 19 I

0 23
24

25

and Long and certainly others. However, we did want you to

indicate to us how strongly you feel about this initiative and

to suggest to you that we are certainly willing to cooperate.



R 0-

0
2

@ 3~~~

4

5

6

7

a

9

1 0

1 1

S ~~~~1 2

1 3

1 4

1 5

16

1 7

1 8

1 9

20

S 2 1

22

O 23

24

25

PAGE NO. 13

If in f

positio

that ar

ac commo

.to be helpful. I think, myself, there are some areas

troublesome but I also believe you have been able to

ate most of the concerns.

Ambassador Brock. We have tried very hard to work

out the

opinion

.or most
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Senator. It does not --

Senator Chafee. Could you speak up? It is a little

bard to bear.

Ambassador Brock. I am very much opposed to that.

It really is difficult for us to go to an international

,conference, as we did 2 weeks ago in Geneva, and try --

Senator Moynihan. Could we have order, Mr. Chairman?

'It is such an impbrtant statement being made.

Ambassador Brock. -- and try, as the United States

,.ito keep the world trading system from collapsing into an

!insanity of protectionism that is being practiced on the part

;lof other countries, to go to that conference and to exercise

:some pretty tough leadership, to insist that political

commitments be made not to take new protectionist actions and

1in fact to begin to roll back those that are presently, and

.to come home and within 2 weeks have the Congress suggest that

we should start putting "buy'American" language on all of

ithese bills. It makes it very difficult for us to maintain

,a credible leadership position in the world that will stop

iother countries from doing damage to us.

I would very much hope that the Senate would not

.follow that course, and would in fact insist that the amendment'

hpb eip&p+tprl T4- .dll II o .4-h r-aiS4h rnn 4 .

reduce competition; it will mean less jobs for construction

~workers, and that is one of the purposes of the bill. I do
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1 not see how we can gain in that process, and I would

2 respectfully hope that the Senate might find in its wisdom

3 the way to oppose that particular amendment.

4 ~~~The Chairman. Thank you.

5 ~~~Senator Heinz. Mr. Chairman, may I just follow up

6 ion that? There is something I did not understand.

7I I ~~The Chairman. Right. We did not want to have a

' hearing here but we certainly do not want to shut anyone off.

Senator Heinz. Just to clarify that colloquy -

10 Ambassador Brock. I &m at your disposal, Senator.

11 bSenator Heinz. -- am I to understand that the

0 ~12 'reason we should not have any "buy America" legislation is

.3because it might interfere with the progress that we achieved

14 at the GAT Ministerial? Is that what you are saying, beca use

15 I~I did not see any progress at the GAT Ministerial except that

16 they agreed not to break up in hopeless, irreconcilable disarray,

17 at least on the record.

18 1 Now I commend you, Mr. Ambassador, for having tried

19 ~to make that a productive GAT Ministerial. The fact that the

20 European nations and the Brazilians, and the French in

* ~21 particular torpedoed every effort you made to make it a

22 Hconstructive step forward to a freer trading system, I commend

23 you for. However, the fact is, much as you and I and everybody

24 on this committee would like it otherwise, we did not make any

25 lof the real progress we had hoped to achieve. We did not really

23 �!you for. However, the fact is, much as you and I and everybody
II

24 11 on this committee would like it otherwise, we did not make any

25 lof the real progress we had hoped to achieve. We did not really

11
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get much progress on a safeguards code. We have not resolved

any of the probl em of common agricultural policy. We have all

these problems sitting, unfortunately, very much where they

were. The only thing that is different is, there is a

heightened awareness, perhaps, on the part of the Europeans --

for better in most cases, for worse in some - that these are

real problems to us.

However, if there is An implication that somehow

our doing something here which is consistent with the CAT

Iland does not in any way abrogate our responsibilities under

II

1is in some way detrimental to maintaining the progress that

,we made at the GAT Ministerial, I would strongly take exception,

!Ito that because I do not really think we made any.

Ambassador Brock. There are times, Senator, when

I;you say things that are unfortunately prophetic. I said

"before the Ministerial that maybe' there were those who said

I that if we avoided a disaster, we would have a success. I

'1think that was unfortunately too prophetic. We came so close

Ito a disaster that maybe the biggest achievement we had was

in keeping the system in some form intact, and at least withouti

j1going backwards. We did not go backwards; we made some limited:

progress in a few areas -- clearly not enough, as you say, and

certainly did not satisfy the United States.

However, it is important that we did commit to the
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other 87 contracting parties to take or maintain no new action

that would be destructive of the trading system. It is my

judgment that if the United States were to begin to take these

actions, while not overtly in contradiction to the Government

procurement code, it certainly is in contradiction to a healthy

liberalized trading system for us to start sayi~ng that the

!pProducts sold here all have to be produced domestically.

8 More rationally, laying aside the theory of the CAT

9 and the theory that we are pursuing in our trade stance, if

10 'in fact a part of the logic df this bill is to create greater

11 employment in the construction industries of thi s country,

12 this will not do it. This will raise the price, and that

13 means less jobs will be held by Americans. I think that is

14 the best single argument I can make against the "buy American"

15 iapproach.

16 Senator Heinz. would the House "buy American"

17provision create more or less jobs in the American steel

18 industry?

19 ~~Ambassador Brock. If it contributes to inflation,

2 1which has been the primary cause of unemployment, and therefore

21 recession, ultimately the cost will be devastating.

22 The Chairman. If I could, I do tiot want, to cut off

* ~~23 any debate on the gas tax bill or any "buy American" amendments

24but we do have a very important matter of business, important

, ito everybody on this committee. However, I think Senator

R- 0 11 PAGE NO. 171
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Moynihan wanted to make a comment about Puerto Rico and the

Caribbean Basin.

Senator Moynihan. Yes, Mr. Chairman. If I could

just ask our distinguished friend, Ambassador Brock, not so

much to make any statement but to simply acknowledge a concern,

!as you know, Puerto Rico and the Virgin Islands are very much

*a part of the Caribbean Basin, and they' want to be part of

.this for the same reason that we all want to be. We want to

support the President. They are American citizens and they

ihave the same interests we all do.

They are also Caribbean islands and produce the

I!same products, and so necessarily they have some special

difficulties here. In the case of Puerto Rico these are

!compounded by the fact that we changed, in the last tax

'legislation, the terms of Section 936, as it is called, of

:,the Tax Code, which since 1921 has been the basis by which

American manufacturers opening plants in Puerto Rico are

.exempt from taxes. It has been the basis of their

,industrialization, and it has not been unsuccessful at all.

~It is something they are very proud of, and I think we ought

1to be as well.

They are concerned, however, that the recent change

i might indicate an interest of the administration in further

changes -- Secretary Chapeton is here, or was recently -- and

they have now 23 percent unemployment in Puerto Rico. That is
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,depression.

Ambassador Brock. That is right.

Senator Moynihan. They have an absolute freeze on

new investment because there is a concern: Will these tax

laws remain in place? They have been changed, they have been

made less favorable, but they can live with the new changes

if they think they will have a decade of stability. I wonder

II

9 might try to reassure them in this regard. otherwise, the

10 [Caribbean Basin in its totality will not have the consequences

of an economic disaster in Puerto Rico.
I.0 12 ~~~The Chairman. That might be more in the tax area

13 than the trade area, but -

14 ~~Ambassador Brock. Well, if I may just respond to

15 sharing the concern, I certainly do. We have tried very hard

II6

16 7in this bill to be sure that we accommodate the growth
17 opportunity of Puerto Rico and the Virgin Islands because they

18 have to be the beacons. They have to be the light that shows

19 !!what can be done with the kind of association they have had

20 '~with the United States. They ought to prosper as much, if not

21 1more, than anybody else in this process. If we can carefully

22 describe the bill, we will see to it that that happens.

23 I should point out that if the investment tax credit'

24 1comes out of the bill, that would disadvantage both Puerto

25 iRico and the Virgin Islands because they would get that too,

.1
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and they have something positive at stake in the CBI in that

sense. However, I share your concern, Senator, and whatever

we can do to be sure that they prosper as a consequence of

this legihlation, we will try to do.

Senator Moynihan. Well, I know that would be your

view, Mr. Ambassador, and I just wanted to formally draw to

ydur attention what you are individually well aware of, as I

know.

Ambassador Brock. Thank you very much.

Senator Moynihan. Thank you.

Thank you, Mr. Chairman.

The Chairman. Ambassador, thank you very much.

Let me say that our first scheduled order of

business today was a matter of considerable regret to many

of us because we are losing a close and valued colleague, but

this more than anything, I think, is an occasion for gratitude

gratitude for the service of Harry Byrd as given this committe

and the country in the United States Senate.

Harry, we haven't done the best job in the world

but we have prepared a resolution we would like to present

in about one moment. We would also like to get a photograph.

We have a number of members coming in from the back room.

I would just say very, very seriously, Senator

Byrd, no resolution can adequately convey how important

Senator Byrd has been to the Finance Committee or how great
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our loss is on the occasion of his retirement. It is nearly

50 years Since Harry Byrd, Sr. first join~d the Finance

Committee, and there has been a Harry Byrd on the committee in

almost unbroken sequence since then. The devotion both

father and son have shown to the principles of limited

government and individual freedom are well known, but for

those of us who have had the privilege of serving with

Senator Byrd and of learning from him, there is much more,

perhaps less well-known, that needs to be said. I will say

it for the record because I think it is very important.

Harry, we know you as one who chooses your causes

because you believe in them.. We know that you have worked to

carry out your beliefs rather than to seek partisan

advantage. Few members of the Senate have shown your

consistent and rigorous dedication to principle, yet few

could match your example in the civility and good temper you

have shown in the pursuit of your goals. Those are qualities

you can never have too much of in political life, and they

will be missed.

We know, too, that you have had some difficulty

over the years with the Treasury Department under every

administration. It may be that Treasury has had some

difficulty. in determining how to deal with a Member who

wanted to argue every bill on the merits.

(Laughter.)

R� 0- 11 PAGE NO,___2j___ I
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The Chairman. However, be that as it may, the

record should show that the Treasury is not as unresponsive

Ias you may have thought. During the 97th Congress, they

actually endorsed at least one tax relief bill that came up

for a hearing before the Subcommittee on Taxation. There may

have been others that escaped my attention, so the record is

not all that bleak.

In your capacity as chairman, and now ranking

member of the Subcommittee on Taxation and Debt Management,

you have constantly reminded us of the need for fair play for

Ithe taxpayer, restraint on the tax burden, and the dangers of

excessive public debt. Those concerns are with us today

more urgently than ever, and your campaign for governmental

restraint is even more relevant today tham when you first

joined the Senate.

Many commentators remarked that the Byrd era is

ending with the retirement of Harry Byrd. I would say just

to the contrary. The Byrd era in Government is just beginning

because the principles Harry Byrd has espoused have finally

begun to enjoy the consensus support on the national level.

We now understand all too well the dangers of inflation and

thelunndraiAng de.fici n~An -,4 ~r-rfurArro ~ t spendt¼4 ±t~LiC ~ -L.0HCingI4~ but~i- HAL ±arry Byrd.LL~ warned us

first. We know that there are limits to the areas in which

Federal spending can be effective, but Harry Byrd knew that

many ye~ars ago. We know that the National Government and

--- --- --- -- -- -- - -- - -- -1
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first. We know that there are limits to the areas in which

Federal spending can be effective, but Harry Byrd knew that

many ye Iars ago. We know that the National Government and
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States must share responsibility for public policy, and that

the States have an increasingly important role to play. Again

Harry Bird was there first. No, this is not the end of an

era at all, nor hopefully the end of our professional

relationship with Harry Byrd.

We hope, Harry, to have the benefit of your advice

and counsel for many, many years to come. We hope you will-

also give us your candid opinion of what-we do in the years

ahead, even if it makes us wince once in a while. You have

always spoken out with conviction, and we know you will

continue to do so. For that, I know we are all grateful.

(Applause.)

The Chairman. Just let me very quickly,.Harry,

present you with the nameplate that has occupied your seat

for a long time as chairman of the Subcommittee on Taxation.

Then we do have a resolution signed by every member of the

committee which, very quickly, reads:

"WHEREAS, Harry F. Byrd, Jr. of Virginia has

served honorably and faithfully as a member of the Committee

on Finance since January 3, 1969, and

"WHEREAS, Harry F. Byrd, Jr. of Virginia generously

devoted his knowledge and energy to the consideration of the

many complex issues before the committee during this period,

and

"WflPDPIIc hr P flarA .1-. nf 17irrtinr hAc
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"WHEREAS, Harry F. Byrd, Jr. of Virginia has

served honorably andfaithfully as a member of the Committee

on Finance since January 3, 1969, and

"WHEREAS, Harry F. Byrd, Jr. of Virginia generously

devoted his knowledge and energy to the consideration of the

many complex issues before the committee during this period,

and

"wUrDpac P labor .7� nf Wir�iniA, hAQ
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some problems when we had to pass a bill to raise that debt

limit, that Harry felt that having voted against all the big

spending, he should not be asked to raise the debt limit.

However, he has consistently advocated the principles that

the chairman spoke of here, and if you just ask people who

know something about the Senate, "Which one of these guys up

here do you think might qualify for the title of 'statesmanl'?"

I think they would probably put Harry first, as a man who has

stood, as a statesman, consistently by positions he believed

in.

All of us are proud to have served with you, Harry.

(Applause.)

Senator Byrd. Mr. Chairman?

The Chairman. Senator Byrd.

Senator Byrd. Frankly, I don't know how to respond

td such generous and kind and wonderful remarks that have

been made by Chairman Dole and by Senator Long, and by all

of you through the resolution which you have so kindly signed.

I think the best way that I could respond is to say that

tonight when I say my prayers, I shall ask the Lord to forgive

you for your great exaggeration.

(Laughter.)

Senator Byrd. I shall tell him you did it only in

the spirit of friendship and not to hold it against you.

This is a wonderful committee. I am very proud to
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have had the opportunity to serve on it. I think we have

had, during the time I have been here, we have had two

outstanding chairmen. Russell Long was a splendid and

ontstanding chairman; Bob Dole is a splendid and outstanding

chairman. if I am going to be candid, I cannot claim that

either one is the best chairman that this committee has had.

I think that the immediate predecessor of Russell Long was

the best chairman.

(Laughter.)

Senator Byrd. However, the membership of this

committee is today an outstanding membership. I think it is

the best committee in the Senate. I think it is the most

important and most 'influential committee in the Senate, and

I feel that Russell Long as chairman, Bob Dole now as

chairman, and the membership of this committee through the

years have rendered not only the committee but the Senate of

the United States and our Nation great service in the way

that this committee has conducted its affairs.

Again, I am proud to have been a part of this

committee, proud to have associated with each member of this

committee, and I am deeply grateful, deeply grateful for you

friendship and for the comments of you today. Thank you so

very much, each of you. Thank you.

(Applause.)

The Chairman. Thank you very much, Senator Byrd.

r
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I would just like to acknowledge the retirement of

one other person at a staff level, and that is the staff

director of the Joint Committee on Taxation, Mark McConaghy.

I cannot think of anyone who has performed better service

for this committee in the past 2 years, when I know in fact

that he wanted to leave 2 years ago and I know he wanted to

leave a year ago, but he decided to stick it out until the

end of this session.

Mark, why don't you stand up so we can all thank

you for your help 2

(Applause.)

The Chairman. Now Mark is going out in the private

sector where he will probably do much bettier than *he has, and

I said if he could line us up any honorariums to let me know.

I have already got him working on that.

(Laughter.)

The Chairman. I think what we would like'to do

now is just take a few minutes, and Senator Byrd would

introduce Manuel H. Johnson, who has been nominated to be an

Assistant Secretary of the Treasury. I think we can

dispose -- I dontt mean it in that sense -- I think we can

handle this nomination fairly quickly, and then we will move

on to the gas tax.

(Recess taken.)

The Chairman. Now we will take up the gas tax bill.

R- 0- 11 PAGE NO. 2 7 1
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I think Secretary Lewis and Secretary Chapeton and members of

the Joint Committee staff are here.

I think we all could identify what we will be

working from, and that would be this spread sheet. Does

everybody have that?

Senator Packwood. This is "Legislative Issues and

Propos als to Revise Highway..." --

The Chairman. I mean does every Senator have that.

We will be glad to make other copies available at the

appropriate tine.

Senator Packwood. After the markup.

The Chairman. Yes, right after the markup.

Sparky, could you give us the latest news bulletin?

Senator Matsunaga. Yes. Just listening to the

radio, there is a man with 1,000 pounds of bomb at the base

of the Washington Monument, threatening to blow it up. He

has asked the Park Police to clear the area. On the ground

everyone is cleared away except that there are, by last report

seven visitors up at the top of the monument.

The Chairman. Senator Bentsen is an eyewitness.

Senator Bentsen. And one Senator. I was just

coming back from making a speech down at the State Department

and was totally immobilized. They have tied up all the traffi

If a bomb ever really hit this town, I don't know what would

happen. This fellow is supposed to have a van loaded with

- 0- 11 PAGE NO. 28 1
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explosives.

Senator Matsunaga. Right, and on the van -- it's

a white van which he drove right up to the base of the mnonumen

-- and on the van is written, "Number one priority: Ban the

nuclear bomb."

The Chairman. Well, thank you very much for that

report. I don't know where he is going to have lunch, but

I don't want to be there.

Dave?

Mr. Brockway. The administration proposal, S. 3044,

would provide for a substantial increase in the motor fuels

tax to fund increased spending on the interstate highway

system and also on certain transit, mass transit projects.

The legislation also, as a separate major function,

would rearrange the various taxes on truck parts, the sales

tax on trucks themselves, the taxes on tires, lubricating

oil, and other taxes and highway use taxes, to try to

reallocate the burden placed on users of the highways so that

-- in accordance with a Department of Transportation cost

allocation study requested by the Congress - that taxes

would be increased on the heavier vehicles in accordance with

the benefit they get from the use of the highways and

decreased on lighter trucks.

The Chairman. Could I interrupt just for a moment?

Senator Metzenbaum came in earlier this morning and he has
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been waiting patiently. He wanted to raise just one question

briefly, and I suggested he come back when we got into the

bill. We have just started, Senator Metzenbaum.
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1STATEMENT OF HON. HOWARD M. METZENBAUM, A U.S. SENATOR FROM

2 THE STATE OF OHIO

3 Senator Metzenbaum. I appreciate your courtesy,

4 Mr. Chairman, and I appreciate the courtesy of the-witnesses.

5 I am aware of the fact that this matter is not exactly within

6 the jurisdiction of this committee, but it is certainly

7 relevant, and that has to do with the allocation formula.

8 I want to say that Senator Bentsen has provided the

9 leadership in his concern about the question of fai rness in

10 getting the money back to the States. I wanted to point out,

11 however, that just using the 85 percent formula -- and I

12 have talked with Senator Bentsen of this committee and the

13 Environment Committee -- if you just use the 85 percent

14 formula it does not solve the problem because you are talking

15 about 85 percent of the dollar paid in.

16 when you have a situation whereas last year you

17 paid back $1.44 for every dollar paid in, there are very few

1s States that would be assisted by that formulation, and in

19 order to avoid an issue being developed on the floor, I wanted

20 to raise the issue with the members of the Finance Committee

21 and certainly with Senator Bentsen, who has provided the

22 leadership on this issue, to point out that unless you change

23 the formula - unless you make some modification related to

24 the total amount of dollars paid back -- that 85 percent is

25 not a significant factor, or at least sufficiently significant

F - ___ I~~~~~~~~~~~~~~~~~~~~~
I - ___ 11
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I point out that in the State of Texas, f or

example, last year you paid in 8.4 percent of the total and

only got back 4.8 percent. The State of Ohio paid in 4.6 perc

and only got back 2.8 percent. That is obviously inequitable.

The 85 percent formulation is directed to take care of that

problem but it won't unless some further change in made in

the language, and I am trying to raise the issue at this point

both in the Environment Committee -- where I just made a

similar statement -- as well as this committee, so that the

matter might be resolved before it gets to the floor.

I thank you, Mr. Chairman.

The Chairman. Thank you, Senator Metzenbaum. I

am certain Senator Bentsen will be alert to that comment

and that provision.I

Now if I could just say to the committee members,

we are going to try to meet until about 11:45 and then come

back at 1:30, unless that --

Senator Boren. I just wonder what the plan is for

the afternoon. As you know, I am involved in another

conference -- in a conference, rather -- which you are also

involved in.

The Chairman. Right, and I am in the same one.

Senator Boren. There are going to be some

important things to come up over there later. I wonder if

we might talk to the chairman of that conference, into
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delaying their conference for an hour or two.

The Chairmany. If we could do that, I know the

majority leader is pushing to get this bill up tomorrow on

the Senate floor and we are just now beginning. Now there-

are some areas that we think we can agree to very quickly.

There are other areas that we are probably going to have some

discussion, and that is why Secretary Lewis is here and

Assistant Secretary Chapeton.- We think if we could resolve

some of these areas as we go along, it might not take a great

deal of time.

I am also hoping that we will not offer nongermane

amendments, and I would hope that there would be some

cooperation. I do not mean on the floor-. You can obviously

offer what you wish on the floor, but in the corfirittee itself

we could expedite our work if we did not consider nongermane

amendments. It would be my hope that we would not adopt any

nongermane amendments in the committee it~elf. In fact, I

have a couple I would like to offer but I hope I do not have

the opportunity.

Senator Long. Mr. Chairman, I want to cooperate

with the chairman about his effort to get this bill before

the Senate. I would urge that the afternoon session start

about 4:30, to give some of us the opportunity to fulfill

commitments that we have made during the afternoon. It would

be better, I know, for me and I would hope for others who have
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other commitments, if we want to quit at 12:30 or whatever

time and come back at 4:30, and then stay'--

The Chairman. Does anybody have any objection to

the 4:30?

Senator Durenberger. Senator Chafee might because

he is chairing the Intelligence Committee, and I think he tri(

to move part of that meeting from 10:00 a.m. this morning to

4:30 this afternoon.

Senator Long. It would be all right with me to

postpone it until later if you wanted-to but frankly, you

see I have a list -- I am sure others have the same problem

I have -- I have a list of commitments for the afternoon as

well as being present at the session, and I would hope that

we could come back about -- well, if sometime later than --

The Chairman. What time is our conference, Dave?

Senator Boren. The conference is at 2:00. We

might urge them to move it up, or -

Senator Packwood. Mr. Chairman, let me echo that.

I have obligations, too, but if we could come back at

four o'clock, 4:30, five o'clock, and meet through the night

or as far as we can go to finish this up tonight, that would

be much preferable.

Senator Long. I don't see why we cannot finish it

up but I think that in view of the fact that members have

made commitments and the Senate is in session and all that,
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if we can get back in here and we can stick around and give

it our undivided attention long enough to vote on it, well,

we ought to get the bill out today.

Senator Boren. Some of us have commitments later

on in the evening, and I would hope that we would not go as

far as --

Senator Bentsen. I do, too.

The Chairman. Let's try 4:30. Senator Baker wants

to meet with me at 11:45 but Senator Packwood knows this

subject very well, and if you do not mind presiding until

12:30 -

Senator Packwood.

The Chairman. --

No, not at all.

you might be able to wrap it up

before 12:30.

Senator Packwood. We might. There is always hope.

The Chairman. If you do, call me.

We have some suggestions that I think might be --

Mr. Brockway. As you indicated, there are a number

of items that we should be able to dispose of immediately.

As far as I am aware of, there is not significant controversy.

Senator Long. Could I just ask at this point,

Mr. Chairman -

The Chairman. Sure.

Senator Long -- it would seem to me that if we

could go along with the chairman in his suggestion that we

0
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limit ourselves to a rule of germaneness in this committee

in voting on the bill in the committee -- reserving the right

to every Senator to offer to offer his amendments on the

floor that are not germane, just as any Senator has a right

to offer a nongermane amendment on the floor -- that that

would very much expedite the consideration of this bill

because otherwise, I know what it is like to have a

Christmas tree bill. I have managed some on occasion and I

know what it is like to have the last train through the

station. Everybody comes out with his amendment, and we may

have to face that on the floor and deal with it however the

Senate wants to deal but if we can avoid doing it here in

the committee this morning, we might just report the bill.

The Chairman. Is that satisfactory?

Senator Long. In other words, I would anticipate

voting for some nongermane amendments on the floor but if

we do not do it here, we might just get the bill on out there.

The Chairman. I think there are only going to be

about four or five areas that we are going to have to make a

decision, a hard decision, not an easy decision. Therefore,

I would hope that if we can generally agree that we will

restrict our amendments to germane amendments, I do not want

to shut anyone off but we are being pushed by the leadership

on both sides. This is an important piece of legislation, on

the other hand, so we can take as much time as we need.
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Maybe we could go through it now. I met with the

Joint Committee this morning, and there are about 20 items

that I just do not believe there is any controversy at all.

They are technical in nature or they are areas where we have

agreed to exempt certain people. Senator Packwood will

comment on one of those when we reach it. He wants to add --

and I think Senator Long has the same interest -- to add

private buses as well as public buses.

Senator Packwood. Exempt them.

The Chairman. Exempt them.

Mr. Brockway. Senator, the first item is just

generally the increase in the fuels tax of 5 cents, to

increase the gener'al fuels tax to 9 cents per gallon. There

appears to be general consensus on that item. to increase the

tax.

The question there is how long the tax should be

extended. The House bill eictends it through 1988. That

appears to be acceptable to the administration. They have so

indicated.

The Chairman. Secretary Lewis, is it agreeable to

you to terminate through September 30, 1988? Pardon?

Secretary Lewis. -We are satisfied.

The Chairman. You are satisfied with that?

Secretary Lewis. Yes, sir.

Mr. Brockway. bn the motorboat fuel --

I
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The Chairman. Let me just suggest, now, that I

understand we can agree to A(l). That is on the first page

of the spread sheet, which is the tax itself, and without

objection we will agree to that.

Senator Heinz. With a changed date.

The Chairman. With a changed date to September 30,

1988.

Mr. Brockway. The next should skip down to item

3(b), which the treatment of buses. Under the administration

bill, it would only continue the present 4-cent-a-gallon

exemption. Under the House bill, it would provide a full

9-cent-a-gallon exemption for the gasoline, and there appears

to be interest in extending the -

Senator Packwood. I would move we continue the

exemption as we have had it before. We have treated public

and private buses equally. They compete with each other.

our choice is either to tax the public buses or treat the

private buses equally, and I would move we accept the House

language as it is.

Senator Heinz. Mr. Chairman, are we on 3(a) or

3 (b)?

The Chairman. 3(b).

Senator Long. Might I just make this point before

we get to that, Mr. Chairman, because I think I would like to

make this suggestion. Rather than confront this commi ttee
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I just want to talk about the extra 5 cents on the gasoline.

What I would like to suggest is that we strike the date, the

termination date, so that we are talking about something that

will go on, that basically the tax will continue until such

time as we want to repeal it. otherwise, we confront Congress

with the problem of extending this tax, and frankly I would

not be surprised if Congress might have the burden of

increasing the tax rather than reducing it. I do not know

why we want to say that this tax, which is going to be needed

for a long time in the future, will have to be extended. It

seems to me that we ought to just go ahead and face up to

it, get it over with, and if at a future date the circumstance

justify repealing it, consider it then.

Senator Durenberger. Mr. Chairman?

The Chairman. Senator Durenberger.

Senator Durenberger. Let me make a brief comment.

I can understand Senator Long's argument about no effective

date, and if this were just any old tax I guess I might be

sympathetic, but part of the problem as I see it that we are

dealing with here is that, as illustrated by Senator

MAetzenbaumts appearance here -- coming in and characterizing

the way we allocate this money as being inequitable because

Texas does not get back what it puts in and so forth -- raises

the whole issue, to me, anyway, of the role that a national

tax plays in financing the delivery of services, primarily at
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a local level but it also has a national benefit.

I can support an increase in the Federal tax as

long as I can be certain that it relates in some way to taxes

that are being raised at the local level, and that the money

is getting back there to develop this unique combination of

Federal, State, and local transportation systems, but I would

like the opportunity, through. the tax and through the way

that tax moves into trust funds and so forth, to reexamine

that issue. I do not have that opportunity if I am not on

Environment and Public Works or some other committee, and I

think it is important that this committee, the tax committee

of the United States Senate, look at the larger picture of

Federal, Sta~te and local financing of all of these services.

Therefore, I would argue against your suggestion.

In fact, I would suggest that the House date of 1988 is more

appropriate than the administration date of 1990.

Senator Long. Well, I just think the Government

is going to need the money. I do not know why we should put

the burden on ourselves to do it again but I am ready to

vote on it.

Senator Matsunaga. If the gentleman will yield,

making it permanent does not mean, of course, that this

committee may not from time to time review it for purposes

of amending it if necessary.

Senator Heinz. Mr. Chairman, I would just observe



@ 1

2

@ 3

5

6

7

8

9

1 0

1 1

. 1 2
1 3

1 4

1 5

1 6

1 7

18

1 9

20

O ~~~2 1

22

O ~~23

0 ~~24

25

PAGE NO. 4 2

that the pattern under current law is to have an expiration

date from time to time. Under current law the existing 4

cents would expire at the end of 1984. I think Senator

Durenberger's reasons are persuasive.

Senator Long. Well, I am willing to go along with

you and amend my proposal to say that the trust fund will

terminate in 10 years. At that point you can decide whether.

you want to continue to put it in the trust fund, or use it

for other Government purposes, or whatever.

Senator Durenberger. I would just make one addition

argument -- and I hesitate to make this on behalf of the

President of the United States -- but last year he proposed

that at some point in the future, he said 4'years, that we

should get out of the Federal gas tax business and turn that

whole thing back to the States. I do not know what his

current position is on the issue but I guess I would like to

leave him a little flexibility in terms of the recommhendations

he makes to this body, and in making this whole Federal system

work more effectively.

The Chairman. Secretary Lewis?

Secretary Lewis. Although we could live with a

permanent tax, we are satisfied with the 1988 but we do have

one technical correction. Your authorization calls for this

bill to go through 1987, so for us to be able to spend the

monies, you have to change it to 1989. Therefore, if you do

11
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not accept Senator Long's recommendation, you should change

that from 1988 to 1989. In other words, it should correspond

with your authorization.

Mr. Brockway. That would-be correct. You would

want 2 years beyond the authorization from their standpoint,

if you have a sunset.

The Chairman. In the first event, on Senator Long's

proposal, do you want a vote on it?

Senator Long. Yes.

The Chairman. The clerk will call the roll.

The Clerk. Mr. Packwood?

Senator Packwood. No.

The Clerk. Mr. Roth?

(No response.)

The Clerk. Mr. Danforth?

Senator Danforth. Aye.

The Clerk. Mr. Chafee?

(No response.)

The Clerk. Mr. Heinz?

Senator Heinz. No.

The Clerk. Mr. wallop?

(No response.)

The Clerk. M~r. Durenberger?

Senator Durenberger. No.

The Clerk. Mr.Armstrong?

I 0

19

20

. * 2 1
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0 24

25

(No response.)

The Clerk. Mr. Heinz?

Senator Heinz. No.

The Clerk. Mr. Wallop?

(No response.)

The Clerk. Mr. Durenberger?

Senator Durenberger. No.

The Clerk. Mr.Armstrong?
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(No response.)

The Clerk. Mr. Symmns?

(No response.)

The Clerk. Mr. Grassley?

Senator Grassley. No.

The Clerk. Mr. Long?

Senator Long. Aye.

The Clerk. Mr. Byrd?

(No response.)

The Clerk. Mr. Bentsen?

(No response.)

The Clerk.. Mr. Matsunaga?

Senator Mlatsunaga. Aye.

The Clerk. Mr. Moynihan?

(No response.)

The Clerk. Mr. flaucus?

Senator Baucus. No.

The Clerk. Mr. Boren?

Senator Boren. No.

The Clerk. Mr. Bradley?

Senator Bradley. No.

The Clerk. Mr. Mitchell?

Senator Mitchell. No.

The Clerk. Mr. Chairman?

The Chairman. No.

R%-1 0- 11 PAGE NO. 4 4 1
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The Chairman. The vote on this is 9 nays, 3 yeas.

The absentees will have an opportunity to record their votes.

Then, is there any objection to making the technical

change that the Secretary referred to? How would that be,

Dave?

Mr. Brockway. You would want to look at what the

authorizing committees do, and I understand that they are

thinking'of a 5-year extension on the Senate side, so extend

it through 1989 instead of 1988.

The Chairman. Is there any objection to that?

(No response.)

The Chairman. If not, then let's move on to --

M~r. Brockway. It was 3(b). The discussion was on

the buses. There was a suggestion to provide a full exemption

for the buses.

Senator Bradley. Mr. Chairman, how are we proceedin

Are we going down the list?

The Chairman. What we are -trying to do now on the

spread sheet, Senator Bradley, is to go to those where we

think there is no problem, skip anything where we think there

is any little problem at all. We will skip over it and come

back. The one now is on the buses.

Senator Bradley. Oh,. I see.

Senator Packwood. Mr. Chairman, I would move to

continue the law as it is, which is treating public and privat
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buses the same. To begin with, there is a fair amount of

competition. The public buses are chartering out their buses

for intercity or longer traveling. In New Jersey and

Connecticut you have public agencies providing intercity

transportation in competition with private buses.

It is the only service that rural areas have. Most

of them have no trains. Most of them have no mass transit or

local buses, so that the buses that go between those small

cities are their only form of service. The amount of revenue

we are talking about is $12 million a year, and I think we

should not change the law. Just leave them both exempt, as

they are now and as the House bill still did.

The Chairman. Is there ob3ection?

(No response.)

The Chairman. If not, that change will be adopted.

Mr. Brockway. I would suggest passing over

taxicabs because some questions have arisen there, and

items 3(d), (e), (f), and (g), are all suggestions to provide

a full 9-cent exemption, State and local use, nonprofit,

farming, off-highway use, and that would all be continued.

In the area of other exemptions, in the House bill

there were two additional exemptions from the tax. One was

for special fuels that were 85 percent or more in alcohol

content, provided they were not derived from petroleum. The

suggestion is to follow that House provision with a



R - 0 PG N. 4

modification to say that this exemption from the fuel tax

will not apply where the alcohol is derived from natural gas,

so as not to encourage the diversion of natural gas from

other uses to motor fuel use.

Senator Heinz. Mr. Chairman, may I make a comment

on that? I think that that is reasonable policy taken at

face value but there is a practical problem. We would like

to see in this country developed a~methanol industry, and

particularly based on coal, but the problem with methanol

based on coal is that you have to have a substantial market

for it before you can build a truly cost-effective plant and

produce it at a competitive price. We know how to do it. It

has been done before but we cannot produce it right now at

a competitive price because the market for it does not exist.

If we exclude for all practical purposes the

manufacture of at least some methanol from natural gas, which

can be done at a far lower capital cost, we will make it very

difficult for Detroit to develop a modest fleet of cars --

and I think there are only 200 or 300 right now run on

methanol -- and what I would like to see is some kind of a

limitation on the use of natural gas but not its total

exclusion from this exemption.

It has been suggested that that exclusion might

take effect here once there were 10,000 vehicles running on

methanol from whatever source, and I would hope we could
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have some kind of a ceiling, once above which the change that

is proposed would take effect, the change 'in the House bill

would take effect.

Senator Durenberger. Mr. Chairman, let me speak

briefly in opposition to the suggestion. I do not argue at

all with John's objectives in terms of coal gasification or

the development of alternative energies, but from various

standpoints I object to including natural gas. First of all-,

it is already to a degree a subsidized fuel. Secondly, it is

a depletable resource of limited supply in this country.

It is a premium fuel in the sense that it is easily

.transported, it burns very clean. It is the perfect energy

tool for a whole lot of other uses in this country, and I

suggest that we not be too quick to start forcing it in the

direction of transportation.

I worry, also, about the advantage that ethanol

fuels currently have, and if by doing this we do not take

away some of the advantages that ethanol fuels have.

on the economic side, ARCO, one of the largest oil

companies in this country, people who have explored alternativ

fuels, already are building or have built a rather substantial

methanol from natural gas plant, so I do not see that the

economic incentive argument is there. We are only going to

enhance the profits to ARCO.

My concern about the limitation that the Senator

F -- 1
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would put on it is that if people are going to make --

others are going to make -- investments in the plant capacity

to produce methanol from natural gas, it is going to be very

difficult to tell them to shut those plants down at some point

in time when we reach that magic 10,000. Therefore, I think

there are other ways to achieve the Senator's objectives

other than using this exemption, and I think appropriately

it is taken out in the recommendation.

The Chairman, Well, if there is some dispute on

it, maybe we can just pass that over temporarily. Would

that be all right?

Senator Heinz. Yes, let's pass it over.

The Chairman. Let's not put that in the agreed-upon

column.

Mr. Brockway. The next --

The Chairman. Senator Mitchell?

Senator Mitchell. Just to clarify a point, under

current law purchases of fuel for fishing vessels are exempt

from the tax, and I believe the administration's proposal

continues that exemption. It is not listed in the summary,

and I just wanted to make certain that it is in fact --

Mr. Brockway. That is correct. There is no

change. That would be a nonhighway business use.

Senator Mitchell. Thank you.

Mr. Brockway. We have agreed on (d), (e), (f), and
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provisions dealing with the trust fund which would extend the

trust fund. You would have to make a conforming change in

the date. I believe that it was agreed on before to extend

the tax through 1989, and you would want to make a conforming

change here on the date on the trust fund, and then you

would keep present law as to whether or not to transfer the

trust fund into the Internal Revenue Code. You would update

the purposes of the trust fund so it would refer to the

current statues. The current Highway Trust Fund language

refers to old statutory terms, so you would just do that.

That is item 4.

Item 5 is the Byrd amendment, or so described, the

anti-deficit provision to prevent the fund from going into

a deficit. That would retain present law under the

administration, and item 6 is to allow the trust fund to

borrow from the general revenues and expend that revenue,

and then pay back the general revenue. The House bill

eliminated that privilege. The administration left current

law as it is, and that would be kept.

The motor boat fuel tax, there is a provision.which

we will discuss next when we get back to the fuel tax, and

then the transit account, the administration has, one,

provided for the establishment of a transit account into

which there shall be deposited 1 cent of the 5-cent increase

in fuel taxes. That would amount to $1.1 billion a year.

IL _
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The one issue area here that you want to consider

-- this is on page 6, Senator -- page 6, item C(3), and the

one item here is expenditure purposes. The administration

provided in its bill that this can only be used for capital

expenditures on mass transit programs. Under the House bill,

it provided that it could be used for capital expenditures on

mass transit programs only but also included new starts. That

was an item that was of concern, and that would be the

suggestion here.

Then the anti-deficit provision, there is none in

the transit account. That would just be under the general

one, although there is a specific 1-year anti-deficit provisio

in the House bill. This would suggest just following the

administration provision and, again, allowing repayable

advances, allowing the transit account to borrow. There

would be no change there.

Mr. DeArment. David, Senator Symms is in another

markup and he has several points that he would like to raise

with respect to the transit account, so I would suggest we

leave it all open.

Mr. Brockway. Okay.

Senator Bentsen. Mr. Chairman?

Senator Packwood. Senator Bentsen.

Senator Bentsen. If I might comment on that, I

would very strongly support the fact that the mass transit

I

Rd 0- 11 PAGE NO. 54 1
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transit legislation there is an allotment for operating funds.

We would like -- the administration has recommended - that

be scale back a third, a third, a third, over 3 years, and

that -- and Mr. -Heinz can speak to this -- I do not believe

that that has come out of committee yet. We recognize, the

administration does, that we may not get a third, a third,

a third, but the administration feels if we are going to

put another $1.1 billion into mass transit, we should increase

the amount of decrease of operating subsidies at least

20-10-10-10, meaning that over the 4-year period that would

cut operating subsidies about 50 percent. Nonetheless, there

would be a very significant net gain to mass transportation

over that period, actually about $2 billion.

Senator Bradley. However, that proposal is not

contained in this legislation. In this legislation previously

was elimination of operating subsidies, as I understand it.

Secretary Lewis. That is not part of this

legislation. John, can you comment on that, because I think

you are more familiar with this, where we stand in the

Senate on that? I think your recommendation is 20 percent

the first year and none the second, third, and fourth?

Senator Heinz. Senator Lugar and Senator D'Amato

have proposed a committee amendment to the mass transit bill

that is simply a 20 percent reduction the first year. It

does not include the 10 and the 10 and the 10 that the
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Secretary seeks.

Secretary Lewis. That is correct.

Senator Heinz. My own personal view, having been

a participant in the discussions between Senator D'Amato and

Senator Lugar, is that that is an issue that the other

committee had best decide. It is technically possible to

write an amendment here that would be germane, but I think

the other committee would view it nonetheless as an

infringement.

Senator Bradley. That what?

Senator Heinz. I say you could technically write

a provision here that would be germane to this bill, but I

think those of us on the Banking Committee. have been trying

to work out things in the context of a mass transit bill --

and I speak for myself as well as the others on this point -

and would view that, kind of an effort as something of an

infringement on our Banking Committee's rights.

Senator Bradley. Fine. Well, these are areas that

I am sure we will have further discussion on. I just was

curious where it stood.

Senator Packwood. Senator Mitchell?

Senator Mitchell. I would just like to ask a

question about item B(7) on page.6. That is the motor boat

fuel tax.

oe~a LJL aLwVUtu Dk/ )
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Senator Mitchell. B(7), the very first item listed

on page 6, the motor boat fuel tax. Would you, Dave, please

explain what the cap means and the references to "other funds.

Mr. Brockway. Yes, Senator. Under present law

there is the tax on motor fuels which also applies to motor

boat fuel, so the 4-cent tax which raises about $30 million.

-That $30 million, rather than going into the Highway Tr ust

Fund, goes into the Land and Water Conservation Fund.

However, under legislation adopted in 1978, $20

million of that revenue a year can go into a boating fund

established under that legislation, which I believe expires

at the end of 1983. This boating fund is to be used for

improving boating access, fishing improvements, and safety,

basically fresh-water usage.

Senator Packwood. I might also say, George, that

the money is not being spent. In one part of this bill that

will be coming from the Commerce Committee, because we have

jurisdiction over boat safety, it directs that the money be

spent. They are mounting it up. Much as they do with

ADAP funds and others, they are not spending it.

Senator Mitchell. That was one of the points I

was going to get to, but go ahead.

M~r. Brockway. The present structure, as Senator

Packwood indicated, is that not only is there an annual amount

of $20 million a year but this amount is capped in an

I

I
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aggregate amount in the fund of $20 million at any given time,

so that you have to spend down 'some money out of the boating

fund in order to put more in, and I understand the situation

that the boating fund has the full $20 million in and I am not

aware that there have been amounts appropriated put of it.

Therefore, under the bill as introduced by the

administration, no additional amounts would go in.

Senator Mitchell. Before you go any further, let

me ask you a question at that point. You have a $20 million

amount in th e fund now and a $20 million cap on the fund.

Where does the $30 million raised in taxes right now go?

Mr. Brockway. The taxes would go into-the Land and

Water Conservation Fund.

Senator Mitchell. The Land and Water Conservation

Fund?

Mr. Brockway. That's right. The excess falls

back into that.

Senator Mitchell. There is no cap on that?

Mr. Brockway. There is no cap on that.

Senator Mitchell. Therefore, none of the money

for the motorboat fuel tax goes into the Highway Trust Fund.

Mr. Brockway. That is correct.

Senator Mitchell. Will that be continued?

Mr. Brockway. That would be continued. The

difference between the House and the Senate is, the House

WI-O-
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took the cap on the boating fund from $20 million a year up

to $45 million, just in proportion to the increase in the tax

rate, but either way the excess that does not go into the

boating fund would go back into the Land and Water Conservatiol

Fund and would not go into the Highway Fund.

Senator Mitchell. For what purpose, if you would

detail briefly for us, are the monies in the Land and Water

Conservation Trust Fund used?

Mr. Brockway. Well, the Land and Water Conservation

basically, as I understand it, is for fresh water, improving

boating access, improving the areas for fishing and a certain

amount for hunting but basically for fishing, my understanding,

improving the access. The boating fund is more directed

toward safety concerns.

M~r. DeArment. It goes to the State game and wildlif

departments for those purposes, for land and water

conservation purposes, for building boat access ramps, fish

hatchery kinds of operations to improve sport fishing.

Senator Matsunaga. Do you have the figure --

Senator Mitchell. may I just inquire of the

Secretary, if you have a $20 million cap now on the boating

fund and we are going to more than double the tax, what is

the argument for not increasing the cap on the boating fund?

Secretary Lewis. we are satisfied to support the

increase in the cap on a pro rata share. As a matter of

____0-
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fact, we would have probably recommended that at the time that

we picked this item up. We have no problem with your

recommendation, your committee.

Senator Mitchell. Thank you.

Senator Packwood. Further questions?

Senator Matsunaga. Mr. Chairman?

Senator Packwood. Sparky, go ahead, and when we

are done here what I am going to suggest to the staff is

that we go back and start with the figure of money that we

are hoping to raise, much as we did with the $100 billion

last year, so that as we are going down it and subtracting

or adding we have an idea of whether we are above or below

the target that we are ultimately aiming at.

Sparky?

Senator Matsunaga. Now in hopes of looking for

available money, do you have any. figure as to what the Land

and Water Conservation Trust Fund is up to now?

Secretary Lewis. We can get that figure for you..

I believe that is administered by the Department of Interior,

and if you would like to have that figure we will get the

figure for you and submit it by your 4:30 session.

Senator Matsunaga. Will you also give us informatic

as to how much it has been accumulating per year over the

years?

secretary Lewis. Yes, sir.
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Senator Matsunaga. Thank you.

Senator Packwood. other questions, before we go

back?

All right, then, let's go back and start with the

figure that we are aiming at, and go through the different

proposals that we have as to whether they increase or lower

revenue from the targets we are hoping to hit. You can lay

out the different options for us. Clearly the truck tax is

a matter of controversy, and you can lay out the different

options that are presented to us on the truck tax.

Senator Matsunaga. Mr. Chairman, may I inquire

as to what procedure we are going to follow now?

Senator Packwood. Wle are going to ask the staff

to start with the amount of money that we are attempting

to raise, the target, as we did with our $100 billion tax

bill last August, and then as we go down this and consider

different options, ask whether it is going to lower or raise

our sights on that target. There may be some tradeoffs we

can make, but not if we are going to lose more money than

we can afford to lose.

Mr. Brockway. Senator, at the back of the spread

sheet there are several tables. What I would basically like

to do is work off the last set but before getting there,

just describe the tables and what is on them.

Table 1, on pag6 7 of the document, it lists what
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truck tax, the phase-in there, and certain other ones.

However, you can see that under the administration proposal

they go from the current $6 to $7 billion up to $12 to $13

billion annually in tax revenues going into the fund.

Table 4, a 2-page table, indicates the differences

between the administration bill and present law and the

differences between the administration bill and present law.

If you look on page 11, the second page of table 4, it gives

the aggregate tax increases, Looking at the last bracket

here of items, total tax revenues, you have a line there for

how much the House bill increases, how much the administration

proposal increases, and then the difference item there is the

difference between the House and the administration proposal

and how much they raise as compared to present law.

Senator Packwood. Let me come down to the use tax

on heavy vehicles there. If I read your chart correctly, the

House is significantly under the administration proposal in

the early years but is over it by the end. Do I read that

correctly?

Mr. Brockway. That is correct, Senator. What the

House did was to delay the imposition of the use tax, and

in delaying it there was a revenue loss as compared to the

administration, but then they also changed the rate brackets,

with the top end of the tax they reduced from -- the

administration proposed a $2,700 maximum tax on an 80,000-
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pound vehicle --

Senator Packwood. Yes. That is-the total tax,

not the increase.

Mr. Brockway. That is the total tax. Present law-

Senator Packwood. Is that counting your averaging

of gasoline taxes, or just -

Mr. Brockway. No, Senator. That is just the use

tax. In present law the use tax is $3 per 1,000 pounds.. on

an 80,000-pound truck, that would get you up to $240. The

administration, this is the major way they attempt to

implement their cost allocation study, they would graduate

the highway use tax and it would be significantly higher for

heavy vehicles. They would get up to $2,700 --

Senator Packwood. You have the heavy truck going

from $240 to $2,700 in one jump.

Mr. Brockway. That is in the administration bill.

Senator Packwood. The administration bill.

Mr. Brockway. That accounts for the sharp increase

in revenues here.

Senator Packwood. The House comes down to what

figure?

Mr. Brockway. The House, the top end only goes up

to $2,000 a year. However, to make up the revenue the House

starts it at a lower level than the administration. The

administration would not start imposing the tax until you
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had a truck of at least 55,000 pounds. The House comes down

to 33,000 basically, and by including these larger trucks

they raise the revenue but in the aggregate, in fact, you

can see in the out-years looking at it, they are picking up

in the House bill about $80 billion a year compared to the

administration proposal just by shifting the burden among

trucks. The big revenue effect you see is the fact that

they have delayed the effective date. The administration's

would have gone into effect on July 1. The highway use tax

is an annual tax that is on a tax year of July 1 to June 30.

The administration would have increaeed it at the next tax

year. The House bill delayed the increase for 6 months, and

that accounts for your revenue difference on the.-table.

Senator Packwood. Senator Bradley?

Senator Bradley. You said that the administration

bill had 55,000 and it was reduced to 33,000? What is the

rationale for reducing it to 33, and why not to 20?

Mr. Brockway. The rationale, the present tax

starts in at 26,000 pounds, so at $3 a thousand pounds that

is $78, I believe. You do not pay any tax until you are

at least 26,000, and that is basically a de minimis amount

to keep out low levels of tax.

The reason the administration increased the exempt

amount, the zero tax amount up to 55,000, was in accordance

with their cost allocation study. Their study indicated that
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the trucks that are below 70,000 pounds generally were

overpaying their tax compared to how much damage the

administration felt, in their study, they did to the road.

The heavier trucks substantially underpaid it, so what they

did was to take the present tax and try to throw the tax

burden on the heavier trucks. The lower you go down in

weights of the trucks, the more tax you will pay on the

lighter trucks, and their study indicated the lighter trucks

are already overpaying their burden and they would under

the House bill.

Senator Bradley. My question is, if their study

showed 70,000, why did they propose 55,000 and then later

agree to the House reducing it to 33,000? I mean, what is

the rationale for that?. Mr. Secretary?

Secretary Lewis. Senator, our study indicated

that the heavier trucks were primarily responsible for the

damage to our highways, and for that ireason we tried to make

our recommendation correspond as closely as we could to the

study that was mandated by Congress and which we presented

to you a year ago last October.

There was a great controversy in the House that

there was too great an increase on heavy trucks. Actually, in

total it is not quite the tenfold that Senator Packwood

implied. In total dollars it went from about $1,700 to

$3,800, but what they tried to do was to spread the incidence

R- 0 11 PAGE NO. 67 1
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Senator Bradley. This gets into engineering, I

guess, which the committee is not expert in, but in my State

we have one highway that does not allow any trucks on it, no

trucks, and another highway which is the New Jersey Turnpike

which is a lot of heavy trucks, and the-repair work to the on(

is not significantly greater than the repair work to the

other. Therefore, I mean, the question is really, do the

heavy trucks beyond any doubt cause damage to the roads in

a degree significantly larger on an incremental basis, an

incremental basis, than your ordinary trucks on the highways.

You know, if you have a highway and you have 100,000 cars

going down it a week and they say, "Well, we have to resurfacE

it," is that because of the 5,000 trucks or the 100,000 cars?'

Secretary Lewis. Ob-viousily it has something

to do with vehicular traffic and the load that you have

just in terms of the number of vehicles traveling, but the

study indicates -- and I think even the trucking industry

will agree -- that the predominant deterioration of our

highways does come from heavy trucks. I do not think there

is any question that that is an item that has been

documented accurately in the study which we submitted to

Congress.

Senator Bradley. However, the point is really the

incremental basis. In other words, if you set the tax

because you say the 80,000 pound truck does the damage,
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put it into effect on January 1, 1984, so they had a 6-month

.delay in the indrease in the hiqhway use tax. The trucking

industry and others have been advocating a further delay in

the tax because of concern about the significant increase in

tax that they would have to pay under this highway use tax.

The principle argument they make is that the

highway use tax is a tax that you pay once.* Under the

administration proposal you would have to pay as long as you

use the highway for 2,500 miles a year, and then you are

subject to the full tax. Given the fairly significant

increase from $240 at the top end to $2,700, they felt that

during a difficult time for the industry that they would

be able to take the increase a little bit better if you

phased it in over a long period of time.

Senator Bradley. The only point is -- and the

Secretary answered this the other day, so he is not really

vulnerable on this point -- is if any part of this is to get

people working, the later you collect the tax and get it out,

as I understand it out, the later it will be. before there will

be people working. However, if it is a public works project,

then the delay is not that significant.

Secretary Lewis. Senator, it is our recommendation,

despite the delay in the collection of the tax, that we move

ahead immediately with the program. We do have funds within

the Highway Trust Fund which would permit us to escalate the
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timing of the program.

Senator Bradley. Therefore, you would allocate

that residue that is in there now that has piled up over the

years because you expect the tax to replenish that?

* Secretary Lewis. Essentially, that is what we

are saying'.

* Senator Bradley. Okay.

Senator Heinz., Mr. Chairman?

Senator Packwood. Senator Heinz.

Senator Heinz. Mr. Chairman, I have a few questions

one is a question of how you balance in the relatively short

term between the present mix of the distribution of revenues

from lighter and heavy trucks, and how we get to higher

revenues from heavy trucks.

Mr. Secretary, the first question I guess I have

for you is, are you satisfied, can you live with the terms

of the House bill in terms of the collection of taxes from

heavy trucks?

Secretary Lewis. The answer to that question is

yes. obviously we would prefer to have the recommendation

made by the Department of Transportation based on our study.

The other side of that is, we recognize the trucking industry

has been hurt very much by the depression in the economy,

and for that reason we think the delay in the timing until

they can receive the productivity gains they are going to be
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receiving from Senator Packwood's office, and to give them

time to absorb this until the economy is stronger, we are

satisfied to accept the recommendation of the House.

Senator Heinz. Now I am told that..somebody on

this committee is going to' offer what would amount to a lower

.level of user fees on the heavy trucks. If your original

recommendation was 33 percent allocation to the heavy trucks,

and if the House as I understand it is 29.5 percent, I

understand that there is a proposal that will be made that

will be around 28 percent. Would that be acceptable?

Secretary Lewis. Well, I have not had an

opportunity, as you know, to study the proposal itself but

we feel we have already been compromised sufficiently.

obviously that is a determination that has to be made in

the judgment of this committee.

Senator Heinz. Well, my reason for asking is that

certainly there is a lot of concern about how much -- no

great pun intended -- the traffic can bear at this time, and

it seems to me that there is an opportunity for both sides to

reach an accommodation depending on whether we want to phase,

let us say, to the House level with an intermediate stop

along the way here at the level that may be proposed. Do

you have great reservations about a Ulightly more extended

and therefore complicated phase-in if it ended up around the

House level?
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Secretary Lewis. If it ends up at the House level,

I would like to reserve a comment on the phase-in until I

have had a chance to study it. Again, we concurred with the

House. We spent a great of time reviewing their proposal and

are satisfied with what they recommended. We feel at the

present time we would like to have our proposal. We would

stick with the House recommendation and hopefully get somethin

close to that coming out of here.

Senator Heinz. How I have a question that is --

Secretary Lewis. Mr. Chapeton would like to

respond.

Mr. Chapeton. Let me just mention one thing, just

.as a matter of interest. The tax is now payable, and will

continue to be payable on a year of -- fiscal year July 1 to

June 30. When we move to another year, as the House did,

we do require 2 fiscal years. The House starts January 1, 198

so we will have a short, 6-month year, July 1, 1983 to

January 1, 1984, and then another year, June 1 to June 30 -

excuse me, the first was 1983 -- the last half of calendar

1983 and then the first half of calendar 1984. After that

it picks up on a year-by-year, so when we adjust it we ought

to try to keep it on the year so it would make it less

complicated for everybody.

Senator Heinz. Very well. Let me ask you a

different kind of question, both a transportation policy
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issue and a tax policy issue. As I understand what the

House did, they took -- I don't understand what the House

did.

The administration, as I recollect, originally

proposed to eliminate the tax on parts. Is that correct?

Mr. Secretary?

Secretary Lewis. No. Originally we recommended

that parts stay in. The House felt it was an unworkable 'thing

because of the interchangeability of parts, and we accepted

their recommendation to eliminate parts. Because of that, we

increased the tax on the new trucks, the excise tax.

Senator Heinz. Now what they did is, they

allocated the loss-on revenues by eliminating parts to

increased user fees. Is that not correct?

Secretary Lewis. No, I think you have to look

at the entire package. We modified on the House the tire

taxes, we eliminated some oil taxes, lube taxes, :and the

package as it came out met the criteria that Senator Packwood

is talking about to come up with the total dollars, so there

are a number of ingredients in that, and --

Senator Heinz. Well, wasn't the largest one an

increase in user fees to offset -

Secretary Lewis. No, the largest one was gasohol

because the 5 cents on gasohol costs us, in terms of projects

we can complete, $250 million. That was eliminated in the
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House, so as they eliminated that $250 million, they had

more flexibility in other programs. That was a real source

of funds. Is that correct, Buck?

Mr. Chapeton. The other thing is, the House as

'contrasted with the administration proposal put the truck

sales, the manufacturers 0 excise tax, the new 12 percent or

what we were proposing, 12 percent, and the Ways and Means

adopted that, put 'it at the retail level rather than the

wholesale level --

Senator Heinz. That increased you up some more

money.

Mr. Chapeton. That broadened the base, yes.

Senator Heinz. Well, it would seem to me that

the elimination of the tax on parts makes a lot of good tax

sense if you can pick it up someplace else. It is tough --

it is a good idea because it is complicated to administer

this, as I understand it. You have to audit, Buck, as I

understand it, a much more complex system unless we did shift

the parts tax someplace else. Is that correct?

Mr. Chapeton. That is correct. In our original

proposal we had produced reducing the number of parts covered

very dramatically, but it is still a problem in identifying

the parts that will be subject to the tax and those that

will not because those that go to the heavy trucks will be,

and parts that go to lighter trucks would not be.
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Senator Heinz. However, if you eliminate the parts

tax, it frees you from a considerable -- and it frees the

would-be taxpayer -- from a lot of expenses, deductions,

costs that you would bear. Is that not correct?

Mr. Chapeton. That is correct. Senator Heinz, let

me mention one problem that we have identified once we

eliminate the parts tax, and that is the problem of trailers

-- the problem may be only for trailers -- that there will

be an incentive to sell a trailer stripped down and then a

purchase of the parts added to the trailer later, the parts

then bein g tax-free whereas the parts, if they were purchased

at the time the trailer was purchased, would be part of the

overall cost and there would be a 12 percent tax.

Senator Heinz. Now my understanding is, the House

developed some language that was an attempt to take care of

that problem. Have you examined that language.

Mr. Chapeton. Yes. We are not wholly satisfied

with that language, though.

Senator Heinz. All right. Thank you very much,

Mr. Secretary.

Senator Packwood. Mr. Secretary, let me ask a

question again on the total figures you talked about. In one

case we talk about the use tax going from $240 to $2,700 on

big trucks. You used the figure $1,700 to $3,800. Are you

averaging in fuel taxes on that, or are we talking about

___7
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going to come back at 4:30. is that the idea?

Senator Packwood. Come back at 4:30, and go on,

according to Senator Dole, as long as necessary in the hopes

of finishing' tonight.

Any other questions?

Senator Bradley. No, that was not my question.

Senator Packwood. All right.

Senator Bradley. My question is, is there anywhere

in this document where we see how each one of these changes

affect the revenues. In other words, there is an appendix

at the back but it lists gasoline, diesel, truck parts. Is

there any way that we could see, for example, if we changed

one of the components, how much more that would produce in

revenue? Do you have that accessible so that if we ask the

question --

Mr. Brockway. We have it for those that we are

aware of, those changes, and we can discuss that with you.

Senator Bradley. Okay.

Senator Packwood. . Any other questions before we

break?

Secretary Lewis. Senator, we have that for all

of them, so we should be able to answer those this afternoon.

Senator Packwood. Come back here at 4:30.

(Whereupon, at 12:20 p.m., the committee recessed,

to reconvene at 4:30 p.m. the same day.)



Ror-i 0____

@ 1

2

. 3

4

5

.6

7

8

9

10

O 12

13

14

15

16

17

18

19

20

O 21
22

. 23

24

25

80
PAGE NO...

The Chairman. As I understand

through all the "non-controversial" this

have been p~roperly noted, except in one a

someone had a

Mr.

question.

Brockway.

one area dealing with a

or more alcohoL. There

that this be Limited on

from sources other than

a question about puttin

naturaL gas. The other

agreed to, and then the

aspects of the Administ

areas of the proposal.

The Chairman.

adjourned this morning,

or not we might be able

two

LIi k

Sen

and

Sen

w e

exce

e to

ator

as p

ator

mi gh t

pt i

sub

Lon

eop

Gra

go0

objections to

provisions.

ons. I thi

mit to the

g and Senat

Le were corn

ssLey was t

over that

it, you h

morni ng,

rea where

That is correct, Senator.

Lcohot fuels, where there wa

was some concern as to the

Ly to

n a tur

g in t

provi

re was

ration

n k

a L

a L

h at

s ic

a

'5s

cob

ga

o 1

5

f uet s

and pet

L imi t a

ns that

general

proposa

Then, during t

there was some

to address the

there was a pr

commi

or Pa

ing i

h er e

p ropo

ttee.

c kwood.

n, we p

for par

saL and

t ion

w e

d i s

L, t

he i

d is c

ot he

opts.

that were

ro Leum.

ave gone

and they

I think

There is

s 85 percenl

suggest ion

de ri ve d

There was

dleaLing with

ent through were

ussion of the othe

e more cont roversi

nte

u ss

r a

atL

r im

ion

r ea s

t ha t

We have- discus

Senator Symm

uLLed them int

t of the time.

see if there

Since we

on whethe

with one

we would

r

0

sed it with

s was there,

o the room.

I wonder if

are strenuous

certain provisions, and we can address those

L



PAGE NO. 81

M r.

It dleaLs with

gasoline tax.

already agree

increase the

changes from

with would be

at the end of

there was an

That was not

The

fuels, which

85 percent of

exemption was

produced from

exemption sho

natural gas.

before. The

ground appLic,

agreed

f rom

was j

Under

to. A i

Bro

mos

T h

kway.

of t

ee of

Bob is dlistri

he open areasi

the four items

d to as non-cont

gasoLine tax to

the Administrati

to allow the ex

1982, as under

extension provid

dlealt with this

other three, aL

was provided in

t h

p r

p e

uLd

T h

t hi

ato

n d

e c

ovi

t ro

no

at

rd

rs

the

the motor fue

The next

ust discussed

present Law,

L

ontent of

dled in the

Leum. The

t apply wh

one issue

item, that

of fertiLi

fourth, t

s tax, tha

genera

in the

th er e

buting the writeup on

n the package on the

on the writeup were

i t

roversiaL, and that would be to

9 cents per gallon, with certain

on. The first that was not dlealt

ernption for taxicabs to expire

current Law. In the Administrati(

ed for the taxicab exemption.

morning.

towing an exemption for alcohol

the House bill, where more than

the spe

House

sugges

ere the

was pas

th er e

zer and

hat all

t was a

L area

morni

is a 9

n g

.7

ci a L Ii

bil l as

tion wa

at coho

sed ove

shouLd

crop d

buses

greed t

t ires ,

but n

5 cent

q ui d

l on g

s tha

I was

r, as

be an

u s t e r

would

0 in

t hi s

o chan

s tax

i s

ges

on

is alcohol,

Ias i t was

t thi s

derived fr

I mentione

exemption

s, that was

be exempt

the morning

an area tha

were made.

t ires , begii

tfl i

not

Om

d

fo r

t

nn r1

in £

23 with the first pound, and there is a 5 cns tx o r a

R or2 0-

S

'9

25 a 5 cents tax on tread



R cr3 a___

is 1

2

@ 3

4

5

6

7

8

9

10

11

ah 12

1 3

1 4

1 5

1 6

-17

Is6

1 9

20

2 1

22

23

24

25

PAGE NO. 82__

tubbper used

The Administ

tax rate on

started wi~th

have a cLiff

no tax, and

they applied

first pound.

in retreading tires, beginning with

ration's proposal would have had an

new tires to 25 cents, but it would

tires that weighed 100 pounds or mc

at a 100-pounds tire: a 99-pound ti

a 100-pound tire would have a $25 ta

a 25 cents

In the Ho

tax on

use bitL

on new tires, the same as the

only be

suggest

you do

A d mi n i

9.75 c

at 15

25 cen

On re t

on th e

16 cen

would

bet wee

l aw -

on non

i n ner

gan

ion

not

s t ra t

ent s

cents

ts Pe

read

f irs

ts pe

be to

n new

Also,

-hig h

tubes

w it h

here

have

o n s

tax o

per

r pou

ti re,

t 50

r pou

keep

tire

it W

way t

- 1 0

t ires weighing

would be t

the cliff

proposal.

in tires fo

pound tax

nd for the

there wou

pounds, 8

nd on tire

the same

s and retr'

ouLd foloio

ires and L1

cents perI

tr e

L t h

Admi

ove

o have

that i s

That

r the f

on the

w ei gh t

Ld be

cents

s in e

d if fe r

ead ti

w the

a mi n at

pound,

a

w

i

first poun

rease of th

e only

So you

would have

On retread

ad rubber begi

ey appLied the

nistration, an

r 100 pounds.

gIradluated tax

provided in th

ouLd be to kee

rst 50 pounds

next 50 pounds

of the tir

the

per

xce

ent

re s

Hou

e d

w h

5

i

5

t

i

current

pound on

s of 100

aL in ra

as there

e bil l t

i res . F

ch would

e ov

5 ce

the

pou

te s

is

o re

i n a L

hay

pounds.

r pound

50, and

T h is

re

present

he taxes

e tax on

repea Le

by the Administrationan byteHuewld eand by the House, wouLd be

0



Rt-fnr4O____
PAGE NO. 83

The Chairman.

Mr. Brockway.

current Law there is a

oiL, raising about $80

tax on Lubricating oil

synthetic Lubricating o

The next item

trucks and truck parts,

on new trucks and an 8

proposal would be to fo

and increase ther

12 percent but to

rather than at tht

ALso, it would pic

for what is genera

are vehicLes that

rai Iroad wheels, a

So exemption was t

percent of the tirr

F inal ly ,

proposed by the Ad

This was deleted i

here, both in the

parts. In current

a

t e

pp

a

L y

man

up

iL

a

in

i e

n

t

L>1

U

All right

The next

a

p

L

5

f

*Let

i tern,

cents per ga

iiLLion. This

ind also would

Is made out o

dealing with

the current L

ercent tax on

Low what the

recommended

the tax at a

acturer's Lev

an exempt

referred t

re made with

d they are g

ought approp

they were u

it would pic

inist rat ion,

the House b

ax on new tr

law, the tax

e

k

i

u

ion 0

I
s go on

ubri cati

lion tax on I

would be to

be to extend

f graphite.

the e

aw. has

tr uc k

House

by the

retai L

eL, ns

f the

xcise t

a 10 p

p ar ts .

did for

A d mi n i

L e ve L.

i n cur.

tax on

hrough

g oi L,

ubri cat

retain

that t

I

I

t .

n

i ng

t ha t

ax to

ax an new

ercent tax

T hi s

new trucks

stration to

on new trucks

rent Law.

new trucks

o as 'road railers."

both highway tires and

neratly used on the'ra

iate because Less than

ed on the highways.

up tie trUCKS parts t

to increase that to 12

LL but it wouLd be inc

cks and on the tax on

applies on trucks in e

These

a

i L

1

Is o

5 .

0

x as

percent

uded

r uc k

c es s

25 of10,00 ponds. This would be to increase the kero bracket

I

25 of 10,000 pounds.



w',o r 5 o___PAEN.8

b e

Adi

c h

000

pre:

po s

wou

rea

Hoi

Ld

in

wou

th e

yl1

in effect, the area where there is an exemption, up to

pounds. That is a class area where there are few trucks

re made. So by'increasing that exempt LeveL, most Light

would be exempt from tax.

FinaLLy, dlealing with the highway use tax, and this

en the area where there has been the most controversy,

ministration proposed to increase the present use tax,

is $3 per 1,000 pounds for all trucks in excess of

pounds. For example, on an 80,000-pound truck, there

sentLy imposed a tax of $240. The Administration

ed to increase that tax and made it a graduated tax, so

Ld start at trucks weighing 55,000 pounds and would

se that up to a tax of $2,700 on 80,000-pound trucks.

use rearranged that structure so that the maximum tax

DnLy be $2,000 on an 30,000-pound truck but then start

earLier at a 33,000-pound truck and 26,000-pound trailers

This would do two things under this proposal. One,

d phase the tax in over three years, so that one-third

increase would go into effect in the year beginning

of '83 to June 30 of '84; in the 1984-1985 year, two-

L

of the tax;

L increase.

to $1,600,

000 by the

The Chai

and

Thi

as co

House

rman.

i

S

in

n the 1985-1986

rate structure

pared to $2,700

bi l l.

The House bill

year, you would get

would bring the top

by the Administration

does not phase it in

amount

33,000

that a

trucks

has

the

whi

26,

i s

pro

i t

i nc

The

wou

i t

i t

o f

J u L.

t hi

the

t ax

and

rds

f uL

up

$2,

PAGE NO. 84



Ror6 o___

. 1
2

.) 3
4

5

6

7

8

9

10

O 12

13

14

15

16

17

18

19

20

O ~~21

22

O ~~23

0 ~~24

25

PAGE NO. 85

either, does it?

M r

months, and t

effect right

Admini stratia

were seLdom.u

2,500 miles.

2,500 miles,

increase that

than 5,000 mi

be no tax.

another

if those

B

hat

awa

n Is

sed

I f

the

t o

tes

roc kway.

is it.

Y, in Ju

proposa

on the

they ar

re would

5,000 'm

on the

The Chair

conside rat i

less than

man

o n

Mr. DeArment

5 5,000

procedu

thought

farm.v

dlepencl

i s that

have to

are not

pounds, and it

re a Lower rat

to exempting

The Chairma

hitcLes, which

ng on the Stat

we no~t affect

be on the hig

talking about

The

So th

iLy of

1, it

h i g h wa

e used

be no

iLes.

Fedlera

*The

for so

Rod,

if

Hous

e Ad

next

wouLI

y, t

on

tax

if

-aid

e bitt dleLays it for six

ministration puts it into

year. Also, under the

d provide for trucks that

hey had a de minimis rule of

the highways for Less than

This proposal would

the

h i

re is aLso

-called "f

you are fa

a farm veh

received under

e as

t ha t

n.

are

e.

th e

hway

f ar

t ru c

ghway

k

5

is us

, then

under cons

arm trucks,

miLi a r with

icde were L

he State Li

a farm vehicle, th

sort of vehicle.

And you are taLkinc

generally Licensed

What we are trying

off-the-road vehic

from time to time.

ni corporations who

~ere. *i

ed

t

f or

here

Less

wouLd

i derat ion

'.and that

t hat .

ess than

tensing

5 some

1about bona

at a Lower

to make ce

Les, whi ch

Normal

have their

i s

t ide

rate,

r ta i n

may

Ly we

own

flet o trcksenggedintrucking operations or anyone else.

arm 

trucks," and that is

miLiar 

with that.

icLe 

were Less than

fLeet of trucks engaged in



c r7 0-

. 1

2-

O
4

5

6

7

8

9

10

11

O 12

13

14

15

16

17

19

20

. 21

22

. 23

24

86PAGE NO....-..

I do not kn

look at that?

Mr. Chapoto~

discussing that. I w

that at one time we w

under 55,000 pounds.

The Chairmai

Mr. Chapotoi

The Chai

this very closely.

length, and he thi

this additional pr

off-the-road vehic

M r.

3 3,

exa

bee

ti m

wi t

w e

rea

Chai

000.

nmp Ie

ts an

i t at i

t h

o n

f a

i

0

r

nr

T

i n

d

on

5 .

t

m

Senato

an, wh

hat ca

the a

potato

was n

Secret

It w

get th

trucks

when we dropped

rma

I

n ks

ovi

L e s

r Dun,

en th4

ught

rea ti

es an(

ot adi

ary Li

as nlo

e cool

*Thi

i t f rc

ws has been following

t with him at great

Df the 5,000 miles plus

are of any so-catted

The problem

rapped the Lrn

temporary-use

Andrews and I

h. Even the 2

cover

p ri n c

nti on

t haos

d, as

to 33

came about,

it from 55,000 to

vehicles, for

share in sugar

,500-mi Le

it .

i pLe ,

We

e pea

the

,000.

we are

want to

pie in i

Senator

in agreement

be certain

t; we want th

points out,

25 The Chairmar This outline just presented takes car

t o

n o

25 The Chairmai



R orB o___

. ~~~~~~~1

2

4

.5

6

7

8

9

10

11

. 12
13

14

15

16

17

18

19

20

O 21
22

. ~~23

24

25

PAGE NO. 87

of the maj

everybody

someone

Senator

may be

do in t

major a

several

others.

gone

time

a

s

o r

i s

wouLd

Durenb

other a

hat fou

reas th

except

Ion

t il l

have onLy

$1,400 ins

change.

i f I Cou

when we

no new r

the rest

Is that

done i s

the grea

who are

I d

t a

e v

a

a

r e

t e

p a

Sena

g wa

cou

provisions of

in agreement,

Li ke

erger

reas

r-hou

at we

ions

tar

y i

nt i

r

r

the bi

but if

ttL.

the

I

r e

am

i s

not suggest

discussion

i n g

and

clarification we can do it now. I know

has a question on van pooling,.and the

we have not addressed; What we tried t

r period was to go back and address the

re not agreed upon this morning, with

such as van pooling, gasohoL, and some

W a lt

,the

ia i t

increased the

tead of by $2

op .

r i

a s

Mr.

ght di

much

taxes

,000.

Chai rman

r e c t i on ,

of a fav

on an

It is

i n d

st i

First of all, I wouLd Like to

- a question. It was my undle

Lked that your statement was

enues in this bitt other than

f it is the reordering of the

fair characterization?

Secretary Lewis. That is car

allocated the taxes to the tr

st damage to the highways and

ying more than their fair sha

- as you say,

but I have a

or when you s

i V

tLI

that

re

a

i t has

hard

ay you

idluaL vehicle by

a pretty significant

ask Secret

rstanding t

that there

the fuel t

i mpos it ion

r ec t

u c k s

t ak

re.

t

i n

a r y

h is

ar e

ax e

o f

What we

h at are

g i t of f

L e wis ,

ma rni n

vi rtua

s, and

t a xes .

g

L L

have

creating

those



PAGE NO. 88__

Senator WaLLop. If you are talking, then, about fali

share, it would seem to me that we could do something yet more

n all of this.

stilt and geti

say that is, the

the highways who

paying the same

iaLLy-used truck

to make it fair,

o see us discuss

s s

S t

i s

s h

what

ouLd

you

be pa

a

y

That is to tower the use taxes by some

nto a dliesel dlifferentiaL. The reason

n you are getting the people who are

are using the damages. An unused

amount of tax as a highly-used truck or

is simply not a fair thing. If you ar

if that is the intent of it, I would

what it would take to do that. if

re talking about,,and who uses the road

ing the most, just because you have a

heavy truck you are not using the roads the most if you are

dri vi ng it

at an ear

the manuf

eve rybody

the autom

sales of

reason re

commi t

$1 ,600

tee

a c

Sec r

Lie r

a ct ur

who

obi Le

d ie se

ached

I mi

was

tuaLLI

etary Lewis. We did take

time. We felt there was s

ers, the steel companies,

was connected with the tru

industry. They also felt

L cars, which are fuel eff

this compromise.

ght also point out, from t

this morning even to now,

y the heavy trucks are goi

tha

o m

t he

ck i

i t

i c i

h e

i f

n g

t into consideratio

uch opposition amon

part~s manufacturer

ng industry and

would impact the

ent, and for this

p

y

t

o i n t

ou a

o be

where

dopt th

paying

t

i

hi s

5

a Less

proportional share than the average in the ttlpcae

I

l air i

f ig9ur e

why I

using

tr uc k

a part

ooi ng

Like t

f air me

the mo

e

1 3

1 4

n o

15

16

1 7

1 8

1 9

20

2 1

22

23

24

25

I,

totaL package.



Rrorl0ri 0____ PAGE No. 89

SF 1

2

O 3
4

5

6

7

8

9

10

. 12
13

14

15

16

77

18

1 9

20

O 21

22

O 23

24

The totaL

heavy truc

Cars would

not catcuL

is nothing

a sin if yi

package is about a 79 percent

ks are going to be paying Less

be paying about 97 percent, a

ated

Sena

B ib

ou q

Right at this

small truckers

the customers

producers. Th

tariffs. I do

the

tor

L i c a

uest

Wa

L

i10

,600, but

Lop. As

bout the

eitheri

moment, :t

But more

of my small

ey cannot p

*not know

Transportation keeps

a significant effect

because they are the

companies out there.

that we spread that L

reaLLy is the intent

new revenues in here,

taxes--which seems to

popuLar support, myse

why we do anything in

in the industry is at

Secretary L

t ra c

on t

p ri n

Aga

oad

and

but

]

t

his cc

i mpor

tr uc k

i ck th

how ciL

k of t

he aQr

c i

i n

t o

p u

f

have

i f

t

L

ew

in c

hose

east

is .

p al

- I

t h

rpo

o r

increase,

than the

rnd trucks

we know it 15 L

Ipointed out th

)OT study, and y

.s premise or it

inclusion is goi

-tantLy, it is g

~ers, which are

iis up, except b

ose the Departir

hat, but I can

icuituraL COMMu

customers Of ou

wouLd suggest t

people who use

e. Otherwise,

he gas taxes an

east a reasonab

dl--I have a har

as right now wh

Dercent excess

e

5

t

at L

L ude

are

4 0

I t h i n k w e

in

I i

'0

n

I

ly

i e

t

i n

i r

h

i

de r

s m

u d

Co0

g t

i ns

i ye

w a

n t

e Li

i t y

t r

a t

i t,

f t

d

L e

di

e n

c a

and actuaLLy

average.

-- I have

79 percent.

orning, ther

o not commit

nc Lusi ons.'

o hurt my

to hurt

st o ck

y of higher

o f

you

o f

u ck i

it i

if

h e re

the f

meas

time

the

p ac i t

*1

WY

n g

5

t

0m i

5

ng,

e tt e

t

e no

of

ng

s it uat ion

y.-

should be very aware

t ha

a r

u e L

ure

seei

25 that if we do nothing but the gasolineta hetatisf25 - tax here, that itseLf



90PAGE NO. ___

a restructuri

ping aLL the

grams on the

we feLt it w

ing major pro

ause it is no

kwood's commi

the truckina

mony'1 Mr.

ssippi.

What

rden of

you are doing

the highway b

ittLe guy driv

s time we had

uctivity gains

part of this

tee, we are gi

ommuni ty -

WaLLop. Very

Sec reta ry,

Secretary

;sissippi is 102,i

elimination of t

~ansas to give the

iefi~t those commun

matter where you

nothing Biblical

?heavy trucks are

~y are not paying

;counted our repor

~n we drop down to

in the House

ing h

to do

No

commi

ving

L i t t

happens to

Lewis. T I

with obvil

he probLei

m cross-cl

itide sto

go in t hi:

about our

ripping

their fai

t, even w

abou~t 76

This bill

i s

t h

bed

tte

maj

L e

t

then i s,

ridge anc

automobi L

i s. Secc

y talks a

e, but i r

or prodluc

of those,

ose west

ie main benefit

DusLy those goir

uis in Illinois,

D)untry access.

that extent. But

s country -- and

study -- I think

up the highwaysi

r share. We have

hen we come in at

percent or somet

is going to put

25 ~~~Every time we make a modification her

n g

b u

L

a

I t

t

C

Senatc

t e

M i

t

5

i

i

R cr110 _

I10

1 1

1 2

1 3

1 4

1 5

1 6

1 7

1 8

1 9

20

2 1

22

23

24

h

w e!

Ig

M i

So

I

n

h

b iL L.

Le ss .

25



R....0Z12___

. 1
2

.s 3.
4

5

6

7

8

9

1 0

1 1

O 12

13

14

15

16

17

18

19

20

. ~~21

0 ~22

O ~~23

0 ~~24

25

PAGE NO. 91

shifting the inc

work in his car

S en a to

new revenues in

anyway. You may

tax and these at

say that the guy

pay the same wit

Secret

that is that the

this, was paying

doing considerab

giving them any

you are actually

percent, and on

productivity

idence to the guy driving back and

and pickup truck.

r Wallop.

here are th

be shi ftin

her taxes.

driving ba

h whatevier

ary Lewis.

truckingi

26 percent

Ly more dam

increase in

dropping t

top of that

gains out

forth to

No, we are not, because if the

ey, what are you going to pay

ig revenues around in the area a

That is one thing, but you ca

ck and forth to work is going

we do in here.

Senator, where I take issue w

ndlustry, before we even starte

of the cost of the highway an

age. If you put this in witho

taxes, and just Let the 5 cen

heir proportional share to 21

you are giving them tremendous

of Senator

Senator Wallop. Then are

revenues besides this?

Secretary Lewis. There a

the 5 cents tax. But the probLemi

before, the guy driving the pickup

trucks who are doing no more damage

fundlamentally carrying the burden f

Senator Durenberger. Mr.

a dimension, I agree with a Lot of

only

f use

nnot

to

i t h

d

u t

t s

s

go.

Pa ckwood's committee.

you saying there are new

re no new

s, the way

truck, the

than the

or the hea

Chai rman,

what MaLco

revenues besides

it was shifted

very Light

cars, were

vy trucks.

if I might add

Lm has said.



oel3
R 0-

.) 1

2

.s 3
.4

6

7

8

9

10

O 12

1 3

14

1 5

16

17

is

19

20

O ~~~2 1

22

. ~~23

0 ~~24

25

PAGE NO. 92

I t

dlea

s i

h a

on

i s

S e

t h

on

etL

h

L

ink

W i

one

t h a L

nce this i

ppen to be

this comm

address in

cretary ad

e typical

the Litti'

se.

of the trust

L of what we

s the

lu c k y

i tt ee .

g and

dresse

way of

e guy

ration is that

are doing unti

product o

to have

The rea

the thing

s it, in

saying,

and j ust

That is Like

people that in their ta

went to the average guy

They did not believe it

difficulty here is tryi

same time we are doing

concerned, you can keep

of your dleaLs. I mean,

It has nothing to do wi

has everything to do wi

country, the truckingi

It is operating at 42 o

we will not

L. we get to

f four committees, and

the chairman

Lity of the

t ha t

terms

"Wel l

a i t t

bother

of equ

so mu

Le bit

rying to

bil l we

and only

for some

ng to do thi

the gas tax.

your 102 in

my trucking

th the gas t

th the fact

nclustry is p

of one of

subject mat

s me is the

ity and tai

ch percent

foisted on

monst rate

d two year

percent t

eason or a

s so-caLLe

As far a

You can

industry

ax or anyt

that next

robabLy in

t

5

0

n

d

S

i

h

t

be ab

the F

Le to

Loor,

we just

them sittin

ter that he

way the

mness and

got foisted

somebody

o the

ago,

co rpo

other.

e q u t

my St

keep t

s goin

i ng e L

o stee

the wo

9

American

79 percen

rations.

But the

y at the

ate is

h e

g b

se;

L i

r st

r es t

coke.

i t

n t his

shape.

r 41 percent of capacity, and steel is

38.

Really what I

the decision on the fai

wouLd Like to see us do is to postpone

mness issue, trying to get as much of



cr14
R0-

. 1
2

O
4

5

6

7

8

9

10

. 12

1 3

14

15

16

17

18

19

20

2 1

22

23

24

25

II.

PAGE NO. 93__

the poLiticaL Leverage as you can out

wei ght

this f

You ac

Each a

the st

get up

that e

a 1o

i t f

the

I wo

not

t ha t

of t

h er e

your

they

i mpo

n g

o r

on

u L

S t

h e

ai

f

a

S i

, but f in

a ir-s hare

tuaLLy ha

ne uses a

udy with

from 26

yen Looks

I thi

way from

some per

Ly way we

d support

art phasi:

But I j.u

Senator

rnd say to

air share

re paying

d some way to

issue. I t

ye two stud

different

a certain m

to 33. WeL

at that so

nk the Chai

imposing t

iod of time

are going

some kind

ng in unti l

st want to

from Wyomin

that parti,

,and here

the ir f ai r

g that kind of

are in today.

Secretary Le

We had a mee

Subcommi ttee,

by us to give

m

e

r

r

h

t

0

a

g

i s

e s

e t

t h

of 102-inch and the

postpone same finaL

somewhere between

- as I understand,

hodoLogy. Somebody

odloLogy that says t

none of us is on th

of thing.

an here, in

use tax imm

Now it i s a

get somethi

a phase-in.

anuary 1 of

sociate myse

because it

Lar industry

is ."I can

de

26

not

c h

hey

e c

his efforts

ediateLy to

phase-in.

ng out of t

I w ish it

1984 or som

Lf with the

realty is h

, "You are

not decide

cision on

and 33.

just one.

ose to use

have to

ommi ttee

- has moved

delaying

If that is

his, then

wouLd

ething Like

comments

ard to sit

not paying

whether

share, and I have a hard time

a bill on them,

w

t

whi ch i s

us alvi ce

i 5-.

n g

May I commen~t

today of our Hi

largely composed

One of their

in the condition they

br ie f

ghway

Ly on

C os t

t hat ?

ALLocatioi

of truckers appointed

recommendations is to

issue. 

It is somewhere between 26 and 33.

Ve 

two 

studies, 

as 

I 

understand, 

not just one.

different 

methodoloov- Rnmphnriv nhnqp tn tiqp

n

0



ft nrl'i5O___
PAGE NO. 9

have this finaL

methodologies, t

understanding on

cost allocation

heirs and ours.

the part of the

fa

I

t

LI between the two

think there is a clear-

rucking industry that they

are

wi I

ove

not pa

Ling to

r a per

am sure

percent

we.

o r

trucking

economy,

moving, a

cargo ind

to move a

products.

string th

equitable

and Senat

not payin

adj ustmen

Less than

you are p

and some

trucking

ying th

accept

iod of

I think

do, is

seven-

ei r f ai

some k

ti me.

the th

that t

tenths

r

1

h

in'dustry. The p

and there is no

nd there is goin

ustry except to

gain, automobiL

That is why I

ings out over a

way to do it.

The point I am

or Wallop, that

g their fair sha

t, and they feet

we want, whethe

roposing.

redlucat ion

industry.

share.

nd of a

For that

compromise

ng we aLL have t

ie problem is not

if 1 percent we a

robtem is, we ha

cargo to move.

g to be nothing

turn around the

es have to move

think the propos

Longer Period of

rying to

yen thei

e. They

there sho

or not i

The i ndi ca

is equitab

Obviously,

t ion

Le, e

they

make

ndus

are

uLd

t i s

I ha

yen

do

reason, we have

that phases it

o understand,

the one-half

re imposing on

ye a depressed

If we had carg

that can help

economy. Stee

again, and agr

at has been ma

t ime, and it

is, Senator Du

try recognizes

satisfied to ma

be some kind --

acceptable wit

ye is that a ph

in terms of the

not want to pay

bee

i n

and I

of 1

the

0

t h

L

i c

de

i s

e

h as

u Ltu r

t o

a n

renbe rge

they are

ke an

obvious

h what

a se-out

y

L



R or160 -
PAGE NO. 95__

nobody does.
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w e temporarily -- at Least overnight -- had approved an increa!
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automobile crack a stab yet on a good weLL-buiLt

highway. I have driven along behind a big truck

crack three or four slabs in damp weather: just

Sang." It sotuhded Like cannon shots. I have ye

to see just a passenger automobile crack a slab

concrete highway.

Secretary Lewis. That is true, Senato

have very extensive data that indicate that 33 p
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Senator Long.
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Secretary Lew

Senator Long.
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g about
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extent th

that not

at th

tend

ey

t o

come nearer to paying their fair

equalize the competition with rai

railroads are paying 100 percent

they are doing to those rails.

Secretary Lewis. That

not a factor that we put into ou

to have them pay the fair share

that we are providing for them.

as Senator Wallop and Senator Du

it would actuaLLy drop their fal

percent. That is why I say, tha

because everybody else would be

they benefit from. In the Long

proposing here, despite the oppo

industry, ultimately wilt prove

ever happened to them, becausei

wherewithal to provide

share, does
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is true,
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is not what their problem is; t
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but that is
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the trucking

best thing t
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ave is that we are all nervous

stry, which is certainly a
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heir problem is the decontrol.

L, that has been such a
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make.
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that correct or

Secretary Lewis.
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to get ce

highways.
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other

Study

costs?
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different
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revi
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ment moving. We
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t heavy trucks s
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not?

That could be partially correct.
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in the trucking indlust

methodology than ours.
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et steel going. We have

concrete flowing on the
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nicaL people involved in
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the CBO and the GAO. ALL substantiated that the study was
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they presently

Secretary Lewis.
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going back to my days in the

and
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wi L
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t ryi
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been

what

us,

it i
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t ha t

Look
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if I

unt i

the

s i dle

t r ut

h ig h

we ta

I not

i nc r

ng t

e is

nst

LegisLature, when the

trucks used to argue with each other abou

's. The railroads wouLd came up with a st

*ks were getting off easy because they bad

'ways. That debate wilt not end, and it w

ike this out and have hearings next spring

have an answer that will satisfy those w

ease in truck taxes.

The Chairman. CouLd I just say that we

o accommodate those-in the industry, but

no way they can support anything. They

anything. But even despite that resistan

LiLi ngne

do ing

the Ad

from ab

n; i t d

ree-yea

would

ing at,

W
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L next

S
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n suggested and
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We could start
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ed by Senator W
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we just have to
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i

u
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udy as to how
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ilL not end
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t in January
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n d
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want
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from the
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$100 billion. We wilt be Looking fP

attended to LateLy, and we know of

at right now. I wouLd rather be in

saying, "Well, you just addressed oi

am not suggesting that wilt happen,

Committee wilL meet next year, and

at something.

.At any event, I wouLd Liki

objections there are to this packag,

your motion to defer the excise tax'

we shouLd have that vote.

Senator Boren. Mr. Chair

is the proposal here in the Last pa

1983? I wouLd Like to make the met

phase-in on January 1, 1984, and ad

proposal here.

Senator Wallop. You wouL

other two years as weLL, would you

Senator Boren. That is c

wouLd give us time to come back. W

action until we have had a chance t

mean that during this next year the

time to act if we found that we wer

The Chairman. It we did

million in each of the three years.
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e
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it for all
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everything
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d

e
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I

Mr. Brockway. In each

three years. If you
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Ltian the first year.

Senator Wallop. Can

g, if there are no new

igation? Somebody is

hey are now.

Secretary Lewis. No,

t is a reaLLo

cks, would be

, as a result

a Lid .

Senator WaLLo
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a xes .

c

p

t

Mr. Brockway.

tax and the new
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am taLking about

Senator Wallop.

j

U

S
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a

do

how it
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going to be paying the same
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of this study
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not a new revenue,

Lighter trucks, the

re is a shift in the

, that we indicated we
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ment in time.

The notion wouLd be

truck tax, to drop

der 33,000 pounds.

you have a dlelayi

have the new regime

where you have the

he Loss. When I sa

the overall package

I understand.

surely

You do

,for example, on

the tax right

Otherwise, if you

n the market, with

in place where yoi

tax cuts in these

y $100 million per

as such.
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Senator Boren. Mr. Chairman, see where we

I wouLd
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Mr. C
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U
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You wouLd have no increase in the

uary 1, 1984, but the next step would

4 .

If you are Looking for time, that .

couLd acceDt that. Is there any

h e

c C

g i

a t

a r

inr

t h

t r
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vye

i m

o f

J a
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*Let me

I may, Mr
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r -more?
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rst
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k for a
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sent tax, except
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and more.

Thank you.
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tax off the smaL
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cL Ianr
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the 12 percei
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ized on

Senator. It is the

that the present

e onLy for parts for
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Ler truck parts,
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That is right. And L-Loy
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I
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In other words,
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r tax on the truck we

are debating here

Sec reta

estimate on this.

total

what

barni
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than

the i
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board

t ha t

revenues of
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er States aL
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ncome coming

point, Senat

, it w il l be
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-- I think

ry Lewis.

We did ca
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if we can calculate

able to get it to

14 1 you immediately.

Senator Long. In reLati
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Letting

to save

t

t

as much a

clear tha

on a

save

nati

them

Secretary Lewis. That is correct.

Senator Long. And you are saying further that by

hem have these bigger and wider trucks, you are going

hem a Lot of money?

Secretary Lewis. That is correct, more than twice

s the cost. This is nationaLLy now, so we have to be

t in certain instances -

Senator Long. In other words, you are saying that

onwide basis, what you are proposing to do here would

twice as much as what they are going to pay?

Secretary Lewis. That is correct.

Senator Wallop. Would you yield for a question on

that?

Surely that is

the new equipment.

contemporary equip

dependent

In some

ment can i

on your financial ability

instances, in terms of

ncrease its capacity to

Senator Long. Of course, if you are

it is not going to do you any good at aLl.

Senator Wallop. It does not do any g

somebodly to say, If you could buy another truck

you could make a Lot more money. If you don't

you only have the truck you have. It's a theor

from which some wilt be able to benefit. I Poi

not work in Wyoming or west of the Mississippi.

not in business

ood for

for $150,000,

have $150,000,

eticaL potentia

nt out, it wouL

to buy

l oa ds ,

h a ult
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Senator Packwood It is theoretical, but we have
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*I am j ust s

have not talk

us to me from

.your producti

Sec reta

the economy to

Senator
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ry Lewis.

improve a

Packwood.
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ed by Senator Boren.
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h e

e

t y

e

01i

op

t

Cornme
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f ig

b e
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Committee,
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e trucking
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taxis. We will j~ust eliminate-

am not suggesting by my motion

but I would Like to adopt what

r

e

a

5

Chairman, before we move, couL

e revenue would be generated if

from 33 to 26,000 pounds?

d of 33?

teed of 33.

is would

Y es .

would ta

At tha
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taxicabis, plus we are

suggestion, and there

are not discussed here

Senator Brad

to raise, which I assu

The Chairman

Do..you. want

The Clerk wi

The CLerk.I

a

L

m

a

L

M

going to Look at Bi

re about a dozen at

of a minor nature.

ey. I have at teas

e we wilt still be

Y es .

roll call on this?

L c al l t he ro LL .

r. Packwood?

LIL

h e

t

a b

Brad L

r matt

two ot

Le to

the

ey Is

ers that

her

r al s

Senator Packwood. Aye.

The Clerk. Mr. Roth?

[No response)

Mr. Danforth?

Senator Danforth. Aye.

The CLerk. Mr. Chafee?

[No response)

M r.H e inz ?

[No response)

Mr. Wallop?

Senator WaLLop. Aye.

The Clerk. Mr. Durenberger?

Senator Durenberger. Aye.
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Mr. Symms?
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come right back and finish this up in about
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exemption through September 30, 1984, at which time a study

wilt be submitted.

Senator Moynihan. Mr. Chairman, I believe it is

purpose of my colleague that we amend the Surface Tran~sport

Act of 1982, which provides for the refund, to make it avai

to companies whose policy is not to prohibit ride sharing.

There are jurisdictions where this is a probLem.

The Chairman. That amendment, if we did it, if y
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Senator Moynihan.

The Chairman. A mi

Senator Moynihban.
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The Chairman. Do
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Amer ica?

Mr. Chapoton. I thought that ride-sharing was

prohibited.
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others. It is
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familiar with e

discourages it
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r. Mr. Chairman, what

tion to any of these pe

tion to the buses and s

one person in a vehicL

e road and so forth. T

so is that chances are,

ride-sharing quaIi fied

off the street and have

Less wear and tear, an

Ly spent.

New York does, but I k

is the

opLe? Thre

o forth

e and-they

he theory

in

proposals,

fewer cabs

d my gas

now it i s

25 not qualified. So I have a little hesitancy about going25



it-phrio 5 I
PAGE NO. 144

beyond where we are with the

Senator~ Moyni han.
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ments have a responsibility here to

Senator Durenbergc

take the Senator up on his

But if we adopt his notion

and you do not have to havE

it seems to me aLl the cab

prohibiting so you can havE

more one-person rides, makW

streets a little more.

Senator Moynihan.

you on, but I will say to

are pubLic safety ordinanci

ride-sharing would work is

air terminals particuLarly

of taxi traffic. There is

because, although it is en

there is no tax advantage.
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exemption, and if we do not come back t,

statute, t~he exemption wilt Lapse?

The Chairman. Is that all ri

Mr. Chapoton. Yes, sir.

Mr. DeArment. 'Could we write

that other cities --

Senator Moynihan. There are

I think the Treasu~ry would want to bee

are exceptions made to a general rule

Senator Matsunaga. Let me ge

Chairman. This is over and above the

The Chairman. With that one

Senator Matsunaga. With the

the House version?

Mr. Brockway. There would be

for the cabs presently qualified and o

do not qualify. So for the present on

through 1984. New York City cabs wouL
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Senator Packwood. Wha
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the benefit

corporate

WOUL
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House did adopt it.
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Senator Symms. Does this comply

passed in the PubLic Works Committee this

because

1989.

Mr. Brockway

Senator Symm

Mr. Brockway
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would be funded --

The Chairman. I th

question on those this morn

Senator Symms. Mr

everything that deals with

before we start on this one
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Senator Symms. I

Highway Trust Fund. I am s
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year, you have a revenue toss and then in Later years, once
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Mr. FowLer. Of this motion to strike the mass
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statement

Members. Vote. Vote.

The Chairman. You just put the rest of your

in the record.

The c~erk will caLL the roll.

The Clerk. Mr. Packwood?

Senator Packwood. No.

The CLerk. Mr. Roth?

[No response)

Mr. Danforth?

Senator Danforth. No.

The Clerk. Mr. Chafee?

Senator Chafee. No.

The Clerk. Mr. Heinz?

Senator Heinz. No.

The Clerk. Mr. Wallop?

Se'nator Wallop. Aye.

The Clerk. Mr. Durenberger?

Senator Durenberger. No.

The Clerk. Mr. Armstrong?

[No response)

Mr. Symms?

Senator Symnms. Aye.

The Clerks. Mr. GrassLey?

Senator GrassLey. Aye.

The Clerk. Mr. Long?
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man?

ith votes no, and the Chairman

*Mr. Bentsen's proxy to vote

his proxy to vote against it.

*entsen, that is 14:4.

ment s?

hairman, I would Like to do one
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I do not have a problem.

philosopher- I can unde
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Senator Heinz. if

is news to me.
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the economics out
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rman.
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not approaching
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atready u
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country

y support
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hout any
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ities of

call, Mr.

Chai rman

The Clerk. Mr. Pack

Senator Packwood. A

The Clerk. Mr. Roth

[No response]

Mr. Danforth?

Senator Danforth. N

The Clerk. Mr. Chef

Senator Chafee. No.
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Senator Heinz. Aye.
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The Clerk. Mr. Wallop?

Senator WaLLop. Aye.

The Clerk. Mr. Durenberger?

Senator Durenberger. No.

The Clerk. Mr. Armstrong?

[No response]

Mr. Symms?

[No response.]

Mr. GrassLey?

Senator GrassLey. No.

The CLerk. Mr. Long?

Senator Long. I pass.

The Clerk. Mr. Byrd?

[No response]

Mr. Bentsen?

[No response.]

Mr.. Matsunaga?

Senator Matsunaga. No.

The Clerk. Mr. Moynihan?

Senator Moynihan. ~No.

The Clerk. Mr. Baucus?

Senator Baucus. No.

The Clerk. Boren?

Senator Boren. No.

The Clerk. Mr. BradLey?
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Senator

The CLe

Senator

something

Treasury

is not ag

The

The

I S

out

work
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Sen

BradLey

rk. Mr.

Mi t che L

*Aye.

Mitchell?

L . No.

CLerk. Mr. Chairman?

Chairman. No.

ay' that, but I think w
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ing on some other thin

nays are 10 and the

e may be ab

he Floor;'
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L e
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to.
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t or

an amendment, but

could work out so
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something can be
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e, hop
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with Less
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amendment

s problem
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uLLy, no other amendments?

Mr. Chairman, I will not offer

ay for the record, I hope that we

ith DOT and Treasury and mayb e me

ho are much more interested in mas

is a great feeling out here in the

bad deal for most of the States

than 200,000 people. I hope that

t. Maybe we can come up with a

or something on the Floor that

It may even cause much more

ion than many of the people in the

Administration may think it may cause when i t f i na lLy

e t

5

reaches

the Floor.

The Chairman. I think there have been some
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assurances from DOT, and we will want some futther

that even though we d

going to be totaLly e

Mr. Fowler.

could use the funds f

transit needs.

Senator Sym

have a city of more t

Mr. Fowler.

desi gnated recipient.

recipient under the p

2 00

o not hage
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..Not only

or highway
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han 200,00

Oh, yes,

The Stat

rogram if

cities of

from that
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programs

nnot get i

0 in our S

you can.
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200,000,

rocess.
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were

L I you
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we do not

b e

ted

over

,000.

make certa

The Chairman. if

in it is.

that is not the case, we wilL

Senator Platsunaga. Mr. Chairman, a point of in

The action may have been taken while I was absent. But w

did wle agree relative to h~eavy vehicle use tax: to adopt

Administration proposal or the House proposal?

Mr. Brockway. You adopted a proposal that was

Less than either the Administration or --

The Chairman. You adopted a compromise, with

Less than either the House or the Administration based on

three-year period.

Senator Matsunaga. Just out of curiosity, what

wou'ld a truck 80,000 pounds or more cost?

q ui r y

h at

the

a
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It is not

Sena

Sena

too

tar Symms. $150,000.00.

tar M'atsunaga. It is a

great a tax nationwide.

Mrw. FowLer. A

are Less than 1 percent

The Chairman.

covered all the bases?

Mr. Lighthizer

The Chairman.

on the bill, is that rig

Mr. Lighthizer

Senator Bradl~e

in prior to the vote?

I would Like this in for

The Chairman.
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o f
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rman.

statement prepared

Yes, sir .

Mr. Chairman, may I put a stat
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the record.

Fine. We wilL be gLad to receive

eme

your statement at Length.
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The Chairman. The clerk wilt caLL the

finaL passage.

The Clerk. Mr. Packwoad?

Senator Packwood. Aye.

The Clerk. Mr. Roth?

[No response.J

Mr. Danforth?

Senator Danforth. Aye.

The Clerk. Mr. Chafee?

Senator Chafee. Aye.

The CLerk. Mr. Heinz?

Senator Heinz. Aye.

The Clerk. Mr. Wallop?

Senator WaLlop. No.

The Clerk. Mr. Durenberger?

Senator Durenberger. Aye.

The Clerk. Mr. Armstrong?

[No response.J

Mr. Symms ?

Senator Symms. Aye.

The Clerk. Mr GrassLey?

Senator Grass Ley. Aye.

The Clerk. Mr. Long?

Mr. Long. Aye.

The Clerk. Mr. Byrd?
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Senator Long. Aye by proxy.

The Clerk. Mr. Bentsen?

Senator Long. Aye by proxy.

The Clerk.

Senator Mats

The Clerk.

Senator Moyn

The CLerk.

Senator Bauc

The Clerk.

Senator Bore

The Clerk.

Senator Brad

The Clerk. I

Senator Mitcl

The Clerk.

The Chairman.

On this vote,

Mr. Armstrong can recor
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Treasury, and our own s

Mr.
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M r.

US.
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n. 'Aye.
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E r
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acl~ey?

Aye .

t cheLIL?

No.

a irman?
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ayes ar

vote.
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Roth

e 15

commi ttee
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