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proposed to increase the payroll tax from the current 7.25% to 8.5%
on January 1, 1966, instead of 8.25% as required by existing law. Of
the increase, 0.6% will be devoted to meeting the requirements of the
new hospital insurance program. The changes will also provide
funds for increased benefit payments under the old-age, survivors,
and disability insurance programs. Increases will also be requested
for the Railroad Retirement Board trust fund.

Federal unemployment tax.—Legislation will be proposed to increase
the payroll tax under the Federal-State Employment Security system,
effective on calendar year 1966 wages. The increased tax rate is
designed to strengthen the administration and to finance proposed
improvements in the system, including a longer period of eligibility for
unemployment benefits for workers permanently attached to the labor
force. Federal trust fund receipts under this program are not ex-
pected to show the effects of the new tax rate until fiscal year 1967
because receipts are not deposited with the Treasury until after the
calendar year ends.

User charges.—Legislation authorizing additional user charges and
extending others is recommended, in keeping with the policy that a
greater share of the costs of certain programs which provide special
benefits or privileges should be borne by identifiable primary
beneficiaries.

Commercial and general aviation users of the Federal airways
system would be expected to contribute directly to defraying a larger
portion of its costs. For general aviation, a tax of 4 cents per gallon
on gasoline and jet fuels is recommended in place of the current 2
cents per gallon tax on gasoline alone. Jet fuels purchased by
commercial aviation would be taxed at 2 cents per gallon, and the same
rate of taxation would be continued for gasoline used in commercial
aviation. The recommendations also include a 2% tax on air freight
and continuation of the 5% tax on air passenger travel on a permanent
basis. These taxes would be deposited in the general fund, including
the gasoline tax paid by airways users that now goes into the highway
trust fund.

Institution of a 2 cents per gallon fuel tax is proposed for vessels
using the inland waterways system.

The self-financed Federal-aid interstate highway program is facing
rising construction costs. To provide increased receipts for the high-
way trust fund, legislation will be proposed to increase taxes on high-
way users. These tax rate increases together with an extension of all
highway trust fund taxes beyond the present October 1, 1972, expira-
tion date will permit the interstate program to continue at a reasonable
rate of progress.

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

davis
Highlight



54 THE BUDGET FOR FISCAL YEAR 19 66

Congress is requested to authorize new or revised user charge
schedules to cover the costs of several specific services available from
the Federal Government. A revised fee schedule for - the Patent
Office, for example, would bring it closer to a self-sustaining pattern of
operations.

For several programs, the proposed user charges will be employed
directly to offset the expenditures needed for their operation. Activ-
ities included within this group are: (1) inspection of meat and
poultry, grading of wheat, cotton and tobacco, and inspection of ware-
houses; (2) border inspection of private vessels and aircraft that
require overtime work; and (3) certain technical assistance provided
by the Soil Conservation Service.

Revolving funds.—Legislation is requested to create revolving funds
for the Rural Electrification Administration and three power admin-
istrations—Bonneville, Southeastern, and Southwestern. With au-
thority to operate as revolving funds, the agencies would be able to
finance their current operations and necessary capital outlays with
collections on outstanding loans and revenues from power sales subject
to control through the regular appropriations process. Enactment
of this legislation will reduce, equally, miscellaneous receipts of the
Treasury and expenditures by the agencies; it will not affect the
budgetary surplus or deficit.

ESTIMATED EFFECT OF PROPOSED LEGISLATION ON RECEIPTS FROM THE
PUBLIC

Proposal

Administrative budget receipts:
Extension of current excise tax rates:1

Alcoholic beverages
Cigarettes __ _
Passenger automobiles _
Parts and accessories for automobiles
General telephone service __ _

Subtotal, extension of current excise

Total of proposed excise tax reductions
detailed estimates

Hn

tax

and

millions)

rates _ _ _ ._ ___

repeals, not reflected in

Fiscal year
1966

$461
265
480

75
475

1,756

-1,500

Full year
effect

$301
245
525
89

630

1,790

-1,750

1 These estimates reflect extension of current tax rates beyond June 30, 1965. Details do not
show possible effect of proposed.excise tax reductions and repeals which are presented only in total
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ESTIMATED EFFECT OF PROPOSED LEGISLATION ON RECEIPTS FROM THE
PUBLIC—Continued

[In millions]

Proposal

Administrative budget receipts—Continued
Transportation user charge proposals:

Make permanent 5 % tax on air passenger transportation
Tax transportation of air freight at 2 %
Tax fuels used in general aviation at 4 cents per gallon
Tax fuels used in commercial aviation at 2 cents per gallon
Tax fuel used on'inland waterways at 2 cents per gallon. _-

Subtotal, transportation user charge proposals

Other user charges affecting budget receipts:
Increase Patent Office fees _
All other

Subtotal, other user charge proposals. _ _

Rural Electrification Administration revolving fund ___ _
Power Administration revolving funds _____ __
Other revolving funds __ _ _ __ _

Subtotal, revolving funds

Total, administrative budget proposals

Trust fund receipts:
Highway trust fund:

Increase certain taxes paid by highway users
Transfer aviation gasoline receipts to general fund

Subtotal, highway trust fund proposals

Social insurance trust funds:
Increase taxable wage base and payroll tax:

Old-age, survivors, and disability insurance and hospital insurance
for the elderly programs _

Railroad retirement program. __

Subtotal, social insurance trust fund proposals

Total, trust fund proposals ___

Total, proposed legislation _._ __

Fiscal year
1966

116
4

11
82
7

220

15
5

20

-177
-124
- 2 0

-321

175

219
- 1 9

200

522
4

526

726

901

Full year
effect

140
5

13
82
8

248

15
5

20

-177
-124
- 2 0

-321

-13

247
- 1 4

233

2,350
7

2,357

2,590

2,577
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