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TUESDAY,-EEBRUARY 28, 198

United States Senate,

Committee on Finance,

Washington, D.C.

The Committee met, putsuant to notice, at 10:15 a.m.

in room 2221 Dirksen Senate Office Building, Hon. Russell

B. Long (Chairman of the Comnittee) presiding.

Present: Senators Long, Talmadge, Byrd, Nelson,

Bentsenk Matsunaga, Moynihan, Curtis,. Hansen, Dole, Pacwood,

Roth and Danforth.

The Chairman. The Committee will come to order.

Senator Talmadge. Mr. Chairman, we have H.R. 4423

before the Committee now, since last September. It passed

the House on the consent calendar,ris I rectlys last year.

As you know, we have this7*kidney dialysis program put

in several years ago, and people lose their lives without

the kidney dialysis. Under present law, they are required

to go to a health clinic or a hospital which doubles the

cost.

Our Committee has held hearings on it, I think at least

once, and we have found every witness favorable except those

who profit by hospitals or the health clinics. The staff has
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several suggestions and some modest amendments to be added

to the bill, which the Health, Education and Welfare Depart-

ment supports. I hope we can order that bill reported this

morning.

Senator Dole support: it. He is engaged in Agriculture

at the moment with witnesses from Kansas. I think he will

be over momentarily, and I would suggest, when he gets here,

that Mr. Constantine explain the provisions of the bill plus

the staff recommendations and changes that HEW supports.

I would hope that we will report it out this morning.

The Chairman. Mr. Constantine?

Mr. Constantine. Mr. Chairman, this is a bill that is

supported by the Administration. Due to extensive hearings

in the House, and was passed by the House on the consent

calendar, supported by the National Kidney Foundation, Renal

Physicians Association. It is designed to remove disincen-

tives to home dialysis.

It does not force any patients on home dialysis where

the physician does not believe it appropriate. It is designec

to cut the shift to center in hospital dialysis which,

according to GAO, runs approximately twice the cost, roughly

$30,000 versus $15,000 after the first year.

It makes changes in the program designed to provide

coverage after someone is transplanted. Medicaid now covers

them for avyear after the transplant. When the transplant

ALDERSON REPORT!NG COMPANY. INC.
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fails, which is not infrequent, the bill provides coverage

for up to three years.

The program is very.costly now. It is estimated to

cost *- this fiscal year it will cost $900 million for 36,000

patients. By 1987, it is estimated to cost $3.6 billion for

60,000 patients. The bill, in the Ways and Means Committee,

they devised a percent of reimbursement approach, advising

the reimbursement, the dialysis savings, to be more efficient

share in the savings.

Senator Curtis, May I ask a question at this point?

Would you tell us how the program operates now before this

legislation, as far as the individual patient is concerned?

Does he have to make a property statement? How much of

the bill is paid, and is there any local participation?

Mr, Constantine. Senator, this is covered under

Medicare after the first three months. There is no-income or

assets statement for any patient under Medicare.

The physician chooses the site, after consultation with

the patient.

Senator Curtis. Hlow about these people who, because of

age, do not qualify under Medicare?

Mr. Constantine. Senator; in the 1972 amendments, under .

the Bartke-Long amendment to cover the kidney failures, those

people, regardless of age, if someone suffers from kidney

failure, after three months they are deemed disabled under thef

ALCE-5N RZPORfq`No COMPANY. INC.

-;o

0@>

To

I'

2

3

O *

V 8

9 71

No

_.;

12

J tH
- 1

F 14.

- 17.

~ 18

I-

c .20'

A'1

23

24

25



2a

24,

25

3-4

law and, in as much as the disabled are covered under Medicare

that brings those people in.

Senator Curtis. Is.it paid for by the SociQl Security

tax?

Mr. Constantine.

care Trust Fund..

Senator Curtis.

Yes, sir. It comes out of the Medi-

There is no property or income require-

ment?

Mr. Constantine. No, sir.

Senator Curtis. How much of the bill is paid?

Mr. Constantine. In the hopsital, Medicare pays 100

percent;' 6rdinarily during the first few months, patients

in a bed. Subsequent to that, it pays 80 percent.

Senator Curtis. After you leave the hospital?

Mr.. Constantine. Yes, sir. If he goes to the hospital

and if he goes to the out-patient department to be dialysed.

Senator Curtis, Let me ask something else for the

record. I think this is a very much needed service. Appar-

ently we have been looking at it, and should do something

about the cost, but it is the type of illness that there is

no medical dispute whether or not a patient has it, is there?

Mr. Constantine. That is right, yes, sir.

Senator Curtis. It is also totally impossible for some-

one toL be a malingerer and insist that he has it?

Mr. Constantine. Yes, sir.
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Senator Curtis. In the general area ofidisability, we

have a lot of problems, doctors who disagree as to what the

condition is, the patient may insist certain things. There

is a dispute of facts. But, in this case, it is a clear-cut

determination, is it not?

Mr. Constantine. Yes, sir. It is not amlbiguous.

Senator Curtis. Or subject to medical disagneement or

dispute?

Mr. Constantine. Not as to the failure, no, sir. There

is virtually no dispute as to whether the patient has kidney

failure.

Senator Curtis.

Mr. Constantine..

Senator Curtis.

go on and pay without

ment?

Mr, Constantine.

Senator Curtis.

Mr. Constantine.

designed to encourage

dialysis.prior to the

If the machine does not help him, he

Yes, sir, unless he is transplanted.

In what you propose-to do, does it still

a property statement oriincome state-

Yes, sir.

What changes do you make?

The changes that are made, Senator, ari

or eliminate disincentives for home

Medicare coverage, the majority or
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patients, virtually the majority, were going on home dialysis'

Now a relatively small proportion, I believe about 10 percent

only are going on home dialysis with the balance in a center
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or hospital diaylsis.

What the bill does is to provide incentives, for

example, for centers to assume control of the dialysis for

the patient at home by purchasing the equipment and maintain-

ing it for him, bying the supplies, providing professional

supervision of the dialysis and thereby also avoiding the

co-payment on the equipment which can be as much as $1,000

by doing it through the center.

Ir also.provides, instead of waiting three months for

coverage, if the patient embarks on a course of training for

home dialysis right after the kidney failure, Medicare will

start coverage as soon as he starts the program, an approved-

program of training for home dialysis, regardless of the

three months.

It does also improve, as I pointed out, the coverage

for people who have a trinsplant which fails to continue.

their coverage.

It also does authorize incentive payment systems on a

reasonable charge basis regarded to cost.

Senator Curtis. One other question.

Row much money are we talking about per patient per

year undertthe existing law?

Mr. Constantine. At.present, the budget for fiscal '78,

the estimated cost for 36,000 patients, kidney failures, is

$900 million.
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Senator Curtis. How much per patient?

Mr. Constantine. That is about $25,000 per patient.

Senator Curtis. How much do you think you can lower it

by this bill?

Mr. Constantine. Senator, the estimated savings the

next year are $10 million, rising to $49 million and $50

million the following year, and so on. It depends on the

proportion of patients, the productivity in the centers and

the hospital as to what extent that improves and the

proportion of patients who go on home dialysis, which is

generally less costly than the hospital dialysis and where

their physicians find them suitable for home dialysis.

The savings are substantial- but the exact amount,

obviously, will not be known until you know how many people

will use it.

Senator Talmadge. My recoilection is that the General

Accounting survey indicated that the savings on the home

dialysis would be half of what it wohad be in the chinic or

hospital. Is that correct?

Mr. Constantine. Yes, sir, after the first year..

After the patients are established it is roughly two to one,

50 percent of the cost of center hospital dialysis for home

dialysis.

Senator Curtis. ~.Just-befote this program was inaugu-

-rated, I visited a hospital and I found a man there whose

ALDERSON REPORT'NG COMPANY. INC. I
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income was very meagre and there just was no.government

program anywhere that would help him out at all, It was one

of the few diseases where he receives the treatment or dies.

I still do not know why we pay it out of the Social

Security tax. I think that is wrong. I also do not believe

that someone should have to show himself as a pauper to get

it. On the other hand, and certainly if it is paid out of

the payroll tax, it should not go to someone who has no

problem paying their bills at all because of the provision

in the tax laws.

Mr.IConstantine. Senator, I think the-reasoning, in

1972 when you passed this, this was just about the most

identifiable catastrophic illness and the money made the

difference, as you pointed out, as to whether you lived or

died. -

I think you regarded this as a pilot program for

cytastrophic insurance to learn what could happen and the

magnitude of the costs involved are so great that it was

ordinarily not coverable by insurance..

The interesting thing about the program, in a sad way,

was far more people were identifying as having kidney failure

after the program started than were believed to have been

around before. As you pointed out, this is not something

you can fake. It is an objective determination.

It really meant that a lot of people were just dying
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because they did not have coverage previously.

Senator Curtis, I have no fault with the idea that

the government should take care of it, but I am not sure

that it should be paid out of the payroll tax. And I also

think, with not too many, but some in the higher brackets,

there should be property or income limitations, because

they recover considerable portions of it with an item this

large,

Small medical bills, there is not much gain by bothering

with them in the tax return.

Mr. Constantine. The other point, Senator, is that

about half of the people in the renal disease progra.: hatf

of the 36,000, are otherwise eligible under Medicare because

they are over 65 or previously determined to be disabled.

As a result of this program, we have only added about

half of the total, because the other half would have been

otherwise covered by Medicare as aged or disabled.

Senator Curtis, I apologize, Mr. Chairman, for taking

so much time. I do think this is a very important program.

The Chairman. Senator Bentsen?

Senator Bentsen,. I concur with Senator Curtis Ln the

importance of the program and am very supportive of the idea I

of trying to encourage home care in this situation.

It is my understanding that HEW had a very difficult time'

getting costsfigures on some of these for-profit clinics.
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Also-, there was a problem of a Federal suit involved right

now, as I understand it, where the clinics have been opposing

theiobbtaining the information on costs. Is that correct?

Mr. Constantine. Yes, sir. However, in the last

several weeks, the courts, some of the centers have resisted

providing the cost information so we can determine the

reasonableness of what the government is paying. However,

the courts have ruled in favor of the government on that, so

they are tending to be more cooperative about right now.

Senator Talmadge. Would you explain briefly the

technical amendments?

Mr. Constantine. Yes, sir. These are identical to the

amendments which. were provided the committee on February 1.

The first amendment, the end-stage renal disease program4

are coordinated through ogganized networks of providers in ani

area and they are the coordinating council, which includes

representatives from each facility and review board.

There was a lot of testimony 4bobttthe. hospital contain-

ment provision, saying that it would be national policy that

at least 50 percent of patients go on home dialysis.

In view- of the testimony that it would not be appropriat4

to interfere with medical judgment in that area, thattit

may be 40 percent is appropriate, or 30 percent or 60 percent'

we would simply recommend that a statement saying 50 percent

is the objective# themational policy objective, really does

ALCERSON REPOFMINX COMPANY. INC-
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not add anything. To some extent, it does interfere with

professional judgment.

The Administration supports the change as well.

The Chairman. Without objection, agreed to.

Mr. Constantine. The second one, we had patient repre-

sentatives testify before the Committee who asked that they

be formerly represented on the coordinating council and its

executive committee which are established -- the consumer

area is one that is very fuzzy as to who a consumer is and

who the consumed are.

In this case, in a dialysis program, iheis very clear

who the consumer is, and that is the patient. They are

very active in their concerns and I think Senator Talmadge

and Senator Dole said that they would see to it that there

was at least one patient represented on the coordinating

council, and that is what this amendment is designed to deal

with.

The Administration also supports this.

The Chairman. Without objection, agreed?

Mr, Constantine. On the third change, it would be

individuals having a financial interest in the specific

facility could not serve on coordinating councils, executive

committees and medical review boards. These are people who

i have subsantial financial interest and the staff would

Irecommend, to avoid.conflict of interest, explicit or implicit

ALDERSON REpORT'NG COMPANY. INC.
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Law 292603 relates to the reimbursement under Medicare of

teaching physicians. The Department wants until October 1,

would like to have that suspended, the applicationzof that

provision in the lawso they can finish developing regulationg

and legislative changes.

We see no problem with it. The medical schools have

come in and asked for it and Senator Bentsen expressed

interest in it as well.

Senator Talmadge. I move the adoption of the Dole amend-

ment.

The Chairman. That is what the schools are asking for?

Mr. Constantine. Yes, sir, and the Administration as

well.

The Chairman. Without objection, agreed.

Senator Talmadge. I move the bill be reported.

Senator Curtis. I have another question here.. What

progress has been made in developing new machines that are

decided- more economically and yet can do the job?

Someone came to my office several years ago and had a

model and said they were working on it. ,Do you know anything

about this?

Mr. Constantine. Senator, they are making progress

in the equipment and in the types of dialysis. A variety of

approaches, designed to bring down the cost of the equipment.

We can get you an up-to-date description of the latest

ALDESON REPWMt'TNG COMPANY. IINC.
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development in the equipment and, of course, the key thing

is the progress being made in dealing with hypertension and

diabetes, which are the underlying causes.

Senator Talmadge* HEW is represented here. Do you

have any information on this?

Mr. Spaith. I cannot comment on the specifics of the

progress with the development of specific machines. Under

the immediate attention of the Secretary right now is analysi-

of the research, the comprehensives. Mr. Constantine said

both thd diseases which trigger end-stage renal disease,

as well as other research efforts across the board focus on t]

renal disease. Congressman Rogers is particularly interested,

and has proposed to the Secretary, that we develop a center

drawing on many disciplines, both in electronics and engineer-

ing and the like, addressing in various ways the thrust of

your question.

Senator Curtis. I was relating to the machine only.

I understood -- I do not recall who it was who came to see

me three or four years ago and they had in mind a whole

new revolutionary idea of where the machine would be so

inexpensive that an individual could buy it.

Mr. Spaith. I cannot comment any further than I have

on the specifics of the protess of the technology. I would

be happy to provide it, to the extent that we have it,

Senator Curtis.. What does this bill provide, as far as

ALIERSON RMPORT'NG COMPANY. INC.
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determining the reimbursement?

Mr. Constantine. On the reimbursement side, it provides

for a range of types of reimbursement designed to encourage

productivity and incentives. The bulk of these, by the way,

Senator, the incentive reimbursement provisions, was essen-

tially worked out by the minority members of Ways and Means

to avoid the straight cost reimbursement.

It has incentive reimbursement provisions on page 7 of

the bill: "Such regulation shall provide for the implementa-

tion of appropriate incentives for encouraging efficient and

effective delivery, respective reimbursement, chartered rates

for arrangements for sharing arrangements and costs for more

efficient and effective delivery of service."

Senator Curtis. Will this leave all options open as

to how they can reimburse?

Mr. Constantine. Yes, sir. It is clear that it should

be on an incentive basis.

Senator Curtis. Senator Dole had a matter -- he is not

here this morning -- dealing with this very question of

reimbursement.

I am not familiar with it entirely. I do not know that

I support it, but Senator Dole is not here. I wanted to

raise the question that perhaps, while we ought to go ahead

with this bill, that we ought to have some further hearings

on the costs related to reimbursement. That would not be

ALOSSON RZOiR7.NG COMPANY. [NC.
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inconsistent?

Mr. Constantine. No, sir.

It is quite possible, in connection with the administra-

tive and reimbursement reform proposals that obviously the

reimbursement for all types of careseand services to doctors

and institutions and centers would be appropriate for

consideration.

Senator Curtis. What is the status of thaV bill?

Mr. Constantine. Senator Talmadge indicated on the

administrative and reimbursement reform proposal he was

hopeful that the Committee could mark up on that sometime

in the latter part of April.

Senator Curtis. That would provide an opportunity --

Senator Talmadge. May I speak to that, Senator Curtis?

Senator Curtis. Yes.

Sdiator Talmadge. Senator Dole, as you know, is the

Ranking Minority Member of thds Subcommittee on Health of the

Senate Finance Committee. We have held two hearings on the

question of cost containmentgenerally of the hospital and

Medicare and Medicaid.

We have divided jurisdiction with the Human Resources

Committee on the Senate side. the Finance Committee on the

Senate side, Commerce Committee on the House side, Ways and

;I Means Committee on the House side.

The Committee on HIuman Resources has ordered reported

0

a'
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substantiallyy the President's recommendations with some

modifications.

The Subcommittee of theCommerce Committee on the House

side, Congressman Rogers' Subcommittee, has done something

quite similar there, too.

Chairman Roskenkowski of the Subcommittee on Health of

the Ways and Means Committee has called for a voluntary

approach and, in the event that the voluntary approach does

not work, some sort of ceiling. I do not know what sort of

ceiling he provides.

Our Subcommittee has been working in this area for some

three years. We have a bill that we had hearings on twice,

cosponsored by 19 Senators, to try to compare hospitals with

similar hospitals, to reward efficiency and penalize ineffi-

ciency. We will have ample opportunity to.consider all

matters of reimbursement when we mark up that bill.

Senator Dole supports this kidney bill and one of his

amendments that he suggested, the only one, to my knowledge,

that he suggested on this bill, has been approved by this

Committee. I would suggest the only reason he is not here

is several witnesses from Kansas are before the Agriculture

Committee and he said he would come over as soon as he

could. I told him I was coming over to raise this issue, and

he told me he had no objections.

Senator Curtis. There will be another vehicle?

ALOSRON RaofllONG COMPANY. 144C
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Senator Talmadge. There will be another vehicle.

Senator Curtis. I would like to ask HEW one question,

then.

If thistbill passes as we now have it before us, what

method of reinbursement do you expect to follow?

Mr. Spaith. May I call upon the Department's expert?

Dr. Jos. I think our main concern here is, once we

have cost information, the precise method of what we would

work out, first of all, would be accomplished after consul-

tation with those involved in the industry.

For the most part, it is obtaining costs so that the

rate that we do pay for these facilities incorporates, if

they are proprietary facilities, a reasonable profit, but

something we can assure is a reasonableprofit. 'That'is-our

main concern at this point in time with the cost information.

We have no real facts as to whether the rates we are paying

are appropriate or not.

Over the long range, of course, included in the

agreement would be an incentive formula.

Senator Curtis. What system are you using now?

Dr. Jos. At the present time, the facilities are

found that are hospital facilities, of course,, on a basic

cost reimbursement. Those that are not hospital facilities,

that include a large number, are reimbursed at the present

time on a fixed rate that was originally established when the

ALO51tSON RZEZo~rNG COMPANY. INC.
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program was established, a screen which we pay. It averages

about $133. In some cases, if the physician's services are

included in the overall range, it is over $150.

Senator Curtis. Will the passage of the bill change

either one of those?

Dr. Jos, Yes. Once the final rate of reimbursement is

passed, it will change those.

Senator Curtis. I do not mean change the dollar amount.

I am trying to find out what method you are going to follow.

Dr. Jos. The method that we would follow would be to

base essentially, to come up with the cost of operation,

would probably be related to the similar costs of similar

facilities in the geographic area, so that we take in regional

variations and considerations.

In addition, we would include some value for a return on

their investment -- again, talking proprietary units. Then

as the bill provides, it would have to establishk a reasonable

formula for providing an incentive. The facilities, as they

reduce their costs, they share in some manner in that

reduction of costs, always keeping in mind, of course, that

we want those costs to come down with the maintaining of

the. quality level of care so that itgets to be relatively

complex on how you work that final incentive formula out.

That basicilly is.cost plus a factor to assure at least

a return and then in addition, an incentive formula on tops
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of that,. to provide for a share of profits, to provide that

incentive to reduce costs and share in a greater degree,

Senator Curtis. That is all, Mr. Chairman.

The Chairman. Those in favor of the bill, say aye?

CA chorus of ayes.j

The Chairman. Those cpposed, no?

(No response

The Chairman. The ayes have it.

We will now go to a budget matter.

Mr. Stern?

Mr. Stern. When we finished going through the expendi-

ture and revenue items, we had a table that contained the..

items for decision-making. JIt is on a sheet.

We will start on page 1, which is headed, ENew Expendi-

ture Legislation."

The Chairman, Should we recommend that as a footnote,

or put the +.3 and the -. 3?

Mr. Stern. The table itself for decision-making purposes

combines several things. As the footnote shows, in the case

of the Sugar Act, if you decide to do this, you will be

showing one amount under revenue and another amount under

expenditures.

We combine the two together because, in fact, there

is no net impact on the deficit by combining the two. There

lare several cases on both sides of this table where expenditurds

ALDERSON REPORTNG COMPANY. INC
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and outlays have been more or less combined for decision-

making purposes because they are linked together, even

though, from a technician's standpoint, they should be

separated and, in your actual letter to the Budget Committee,

the Sugar Act is a case in point where, even though it has

no impact on the budget, because it raises the money through

additional taxes to pay for the support payments, still

those two amounts show up in two different categories, one

under revenues and one under expenditures and this table

simply shows those items of new legislation for which you

will have to redommend some kind of budget figure for most

Finance Committee programs.

The estimates on existing legislation are based on what

economic assumptions you would make for Social Security,

unemployment and so on.

There is only one case here that deals.with present law.

The Chairman. Then, if we take the alternative of saying

we might want to pass the Sugar Act this year, if we did,

we ought to put a +3 and a -3, is that right?

Mr. Stern. Yes,. sir. And what you would indicate in

your letter to the Budget Committee is failure to enact the

program or the enactment of the program either way does not

have any effect on the impact of the Federal budget because

the program will raise the additional revenues to pay for it.

The Chairman. Can we do that in a footnote as indicated
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here?

Mr. Stern. In your letter, you will have a category

"Agriculture" where you will show $3 billion.l In the lump

sum total that you will have for revenues, you will have

assumed that increase in revenues.

You basically have to indicate in the narrative that

you favor the additional expenditures.

The Chairman. I move that we do that. Whether we do

it or not, we should have the option open to us. If it does

not change the total, it gives us the option for us to do

something within the totalothat we may be foreclosed from

doing.

Is that all right with you, Senator Matsunaga?

Senator Matsunaga. I second it.

The Chairman. Without objection, agreed.

What is the next item?

Mr. Stern. The next item, in the eategory called "Socia:

Services," three of these are items that the Committee has

already adtdd on.,legislatively. It would be our recommenda-

tion to include amounts in the budget that are consistent

with the first conditionai $200 million for child care for

fiscal year 1979. This has been included in the bill that

is pending on the calendar now, H.R. 7200.

Similarly, the additional money for child welfare, funds

for foster care and adoptions. This has already been 1
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legislatively approved by the Committee. And finally, the

settlement of old claims under Social Services, which is

$500 million. This, too, has been approved by the Committee.

So those three particular items are already on the

Senate calendar, If approved by this Committee, all three

have been endorsed legislatively by the.President. The

only difference is, in the case of claims settlements, he

added in his budget for 1978, because the Budget Act places

certain restrictions on certain types of legislation that

can be acted on, this Committee had to move the effective

date to fiscalyyear 1979. It is only a year, fiscal year,

not amount.

Those three items have already been acted on.

The fourth iten here, the Work Incentive Program, that

particular item represents two separate categories. The

first is $200 million for the Work Incentive Program. That

is offset by later Department estimates that there would be

savings of $200 million in the welfare payments.

I should say,. we are lobking at a particular twelve-

month period there. The training expenses occur first; the

savings acour later. That is the reason for the difference.

Over a period of time, as people are placed on employ-

ment and come off welfare,-the savings would be greater than

$200 million and also the training expenses are one-time

expenses. The savings gonon over a period of time.

ALDERSON REPORT'NG COMPANY. INC.
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Senator Talmadge. I would like to speak to that.

I bbbieve that alleqp hable persons not only have the

right but also the moral obligationsto'work and be productive

including welfare recipients. In this regard, the Work

Incentive Program, as modified in 1971, has proved very

successful.

It helps welfare recipients find jobs, and keep them.

It encourages, through the use of tax credits, private

businesses to hire welfare recipients, which saves taxpayers

money.

In 1971, modifications, which this Committee recommended

to the WIN program, were enacted into law emphasizing place-

ment in private employment.

Unfortunately, this was the era of the Family Assistance

Plan. The regulations were designed as though the Family

Assistance Plan, as submitted by the Administration, would

be approved and become law rather than in accord with the

1971 amendments and with legislative intent.

The regulations on the revised legislation were not

published until June, 1972, the month before the effective

date of WIN legislation. States did not receive copies of

the -kegalati6ns and the necessary guidelines until late in

1972.

In spite of all of this, the number of WIN participants

who were employed in nonsubsidized empagyment in fiscal year
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1973, were 65,000, an increase of 96 percent over the

number who were employed in private industry in fiscal year

1972. In 1974, the number of WIN participants employed was

118,000, an increase of 154 percent over fiscal year 1973.

Despite limited Federal funding which has remained

basically at the same level since fiscal year 1974, this

program has been progressively successful in placing WIN

participants in nonsubsidized employment and reducing the

welfare rolls. In FY 1976, the numbek of WIN participants

employed inYprivate industry increased to 211,000 and in

fiscal year 1977, to 271,000.

In fiscal year 1973, 34,000 families in which a family

member was a WIN participant went off welfare and an addi-

tional 31,000 families received a reduced AFDC grant because

of the salaries earned by WIN participants who were employed.

If fiscal year 1976, 87,000 such families went off

welfare.and 95,000 received the reduced AFDC grant because

of the salaries earned by WIN participants, a substantial

increase over fiscal year 1973.

In fiscal year '77, there were 136,000 such families

who went off welfare and an additional 135,000 such families

who, even though employed, stayed on welfare but whose AFDC

payments were reduced through their additional incomes.

All of this, I wish to emphasize, has occurred with

basically the same amount of funding in the last four fiscal

ALORSON RPORT"NO COMPANY. INC
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years.

Actually, as all of us are aware, the amount of the

funding in 1973 dollars,-due to inflation, it has actually

decreased each year.

The figures 1 have quoted prove not only that many of

the welfare recipients are willing and eager to go to work,

btt also that the staff of the WIN program has managed

the program very well indeed. I compliment those in the WIN

program at the national level and in those states who have

worked diligently to make the WIN program a success.

Last year, this committee recommended for the WIN

program that an additioanl $435 million be authorized in both

fiscal year '78 and fiscal year '79 for a total of $870

million for the two years, over the amount in the Adminis-

tration budget with no requirement for state matching.

Our recommendation subsequently was enacted into Public

Law 95-30.

In spite of the efforts of the Finance Committee, the

Administration did not recommend the $435 million be

appropriated in fiscal year 1978 and has not recommended the

appropriation of any of this money for fiscal year 1979.

We are again faced with the same situationethis Committee

encountered in 1972. Today, we have another welfare reform

proposal submitted by the Administration. This one is

entitled the "Better Jobs and Income Act."

ALDERSON RSOORTWG COMPANY. INC.
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The Committee has already signified its support of the

WIN program not only in PL. 95-30, but also in HR, 7200.

It is preposterous to think that a program which, by its

very nature and statistics, has proved succesful in reducing

the welfare rolls, in being cost effective, and ingplecing

recipients in private employment should not be utilized to a

greater extent than the Administration contemplates.

It would appear that the Administration should:.be

embracing the WIN program rather than rejecting it.

The Administration has written to the Committee staff

that'the posture of the Administration has been that the

WIN program should remain at current funding levels pending

resolution of the welfare reform prposal -- at which point we

emphasize that the "Better Jobst component of welfare reform

would replace the need for a separate WIN activity.

"In this respedt, WIN istheing treated like any other

activity that would be subsumed by passage of K.R. 9030."

The Administration's welfare reform proposal, even if it

were approved this year; would not be effective until 1981.

Approval of that proposal by Congress this-year appears

doubtful, not only in the judgment of members of this

Committee and many other members of Congress, -but also,

according to the media and that of some high-level Adminis-

tration officials..

It is my intention, therefore, to request that the
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Committee consider and, I hope, approve, the following

motions. These amendments are necessitated because of the

inaction or misdirected action by the Administration.

Section 401 of Public Law 95-30 authorized an additional

$435 million for both fiscal '78 and fiscal '79, a total of

$870 million for the Work Incentive Program. There was no

state matching required for this additional Federal funding.

With the approval of the Finance Committee, a letter

signed by both the Chairman and myself, was sent to the

Chairman of the Senate Appropriations Committee requesting

consideration for adding this amount for the fiscal 1978

Labor/EW appropiation bill. Unfortunately, the Appropriatic

bill was too far advanced in the mark-up by the Senate

Appropriations Committee for the matter tz be considered

for the fiscal year 1978 Labor/HEW appropriation.

That is not the situation this year, however. The Admin-

istration's request for the fiscal year 1979 regular Labory

HEW appropriation is still in the Appropriations Committee

of the House of Representatives.

I, therefore, make a motion that this Committee approve

the $435 mifion funding recopmended by the staff of the

Committee bo be included in the Finance Committee Report to

the Senate Budget Committee now being considered.

I also make a motion that this Committee request that the

Appropriations Committee consider deleting the language of

4 REPORTrNG CCMPANY INC.

NO



*1

2

3

5'
C.'
Cd

'A,
'A,

-

o 7
Cd

c.4

Cd

U

-z

U

fr

3-29

whic liitsthe money for

the LabOr/U appropriatiOn Act wi ttiatutory

te ,, program 
in direct 

contradic

the .y prgrl Security Act. 265 million

1aguge in the 
Social 

additioan1

l ang age an t So. l to author ze an additi anl $2 
5 -3N

ang u md a e M ot ion t a ed in P.a h 9 5- 30 for the

over and above that cont 179without a requirement lot

progra for fiscal year the CoMittee s approval*

storae and request the Co edded to an

state ing Iest that this amendmen be ad

a b ill* 
diional $265 M'ion

approprioe make a motion that an additna ttee udget

11 A so# I m r- l~ added to the F~inance Co mni

the Wy program beaillon

Sfor for fisCal year 1979 for a totah 
dmistratiion On

oras taken by the Adminis

si~e
0 ctonwhatever 

wast~

3 $ s ince a torized for iscal year1e t al

I i ~ n a u h o r i z e dl ir f .t a t p r e s n t o -1 a l s o

there is no statut9f 
the

li snce hereisms to be aPPropriated fo ad
that th sums$1.5 billiona

16\ make_ a motion that the' 
e apporiate5fo

al year be lii quest that this

ITi progr approval.prga lorq

. request the COMittee appropatel bi *e

19 amendmetb adde sitte ane o

21 t~e added a and a yel tP*e ou atinstae

E- \t sinsutht Consi -

t h atti o nt 
eem 

matpeo 
v e a le tterm

hr equest the Cpprolh1 
1

2 o urtbe to Se 
t o

and myself to ber aci nse~r
the Chat o tep

Ing .. n that COI

24~~e Mr.Chiran
atiO 

etn

o y S a t oW 
I

to a e a i g t Senator 'B n s n 
sk the

-z4'-The8ca rmnrIw

Senator 
Bentsen. 

M chai' 
oudta

ZcoMPANcM
UIS



7

T3

tIs

20

IT

227

2.

3-30

Senator from Georgia a couple of questions. I have been

very supportive of what he is trying to do and continue to

be. I am also concernedabout the very substantial deficit

in the budget.

I think when he talks about $1.5 billion --

Senator Talmadge. That is the ceiling.

Senator Bentsez. That is right, or the $870 million,

that we axe not talking about that much moneynet, in the

long run.

Senator Talmadge. Correct. We are talking, in the

long-run, saving money.

Senator Hansen. Do we have any numbers when we cite

the numbers 136,000 fandlies that went off welfare in fiscal

'77 and then we talk about the reduction in AFDC payments

to the other 135,000 families, we are talking about a lbt of

the taxpayers money. I would like to see what kind of savings

that is in a monetary way.

Senator Talmadge. Can you respond to that, Mr. Galvin?

Mr. Galvin. Yes.

For FY 1977, the total welfare reduction in savings

amounted to $655 million. Zroken down, that was $247 million

state and $439 million Federal.

The welfare reduction and savings as computed here are

consistent. Three items: annualized welfare grant reductions 1

in the amount of $439.5 million; Medicaid, $114.6 million;

CO "MPANY. IN
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and Food Stamps, $102 million.

Senator Bentsen. As compared to an expenditure of how

much?

Mr. Galvin. As compared to an expendituse of $465

million.

Senator Bentsen. The net savings to the taxpayer?

Mr. Galvin. The net saving to the taxpayer is $290

million.

Senator-Bentsen. Shank you very much.

Senator Curtis. The expenditure for WIN is a one-time

affair, is it not?

Mr. Galvin. Yes. The WIN, as it is in the budget now,

it must be spent in that year.

Senator Curtis. I mean in dealing with one person, he

just gets the training once, does he not?

Mr. Galvin. That is right.

Senator Curtis. The satings may extend to several

years?

Mr. Galvin. This is a one-year annualized savings at

the sthte retention rate. That.means that it does not go

into effect until after the first month and if they drop --

Senator Curtis. My question is this. If we give an

individual this WIN training, that individual just receives

the training once?

MR. Galvin. He would just receive the training once.
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because the training, since the 1971 amendments, are the

conditions that exist.

Senator Curtis. If-you take him off of welfare, you

may take him off for several years?

Mr. Galvin. That is right, sir.

Senator Talmadge. What Senator Curtis is tryigg to

emphasize is that these savings reoccur year after year.

Mr. Galvin. That is right. As I started to say, these

are for just the one-year period and after retention rate,

that means that the state has already computed how much each

state, the people come back on. There is a retention rate

for each state.

Nationally, it is about 77 percent that stay on the job

over the year. It does not count the second and third year

savings, or the fourth year, and thereon. It does not count

the other benefits that are created by such a program, whihh

is that it reduces dependency rather than creates dependency.

The Chairman. Senator Moynihan?

Senator Moynihan. I would like to endorse what Senator

Talmadge has said and to second the five motions, I believe,

that he has made.

Befdre doing that, I would like to ask one question of

the Senator, and you will understand the context.

You say here that approval with respect to the President'

program for better jobs and income, you say approval of that
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proposal by Congress this year appears doubtful, not only in

the judgment of the members of this Committee and many other

members of Congress, but- also according to the media and

some high-level Administration officials. Of course, that

is an accurate statement, as we would expect from you,

Senator Talmadge.

May I ask you, would you agree with me that our approvini

these proposals by you does not constitute our endorsing that

judgment?

Senator Talmadge. Icertainly concur in that. This

program, of course, is going forward now. The President's

program, as I understand it, is contemplated to begin only

in 1981. We do not'know what the Congress will do between

now and then, but a program that clearly saves the taxpayers

money as this program has should have the support,. not only

from the Congress, but of the Admibiistration.

Our objective is not to put people on the dole and keep

them there in perpetuity, generation after generation, as

the Senator from New York is.probably the greatest authority

on this committee in that regard, but to try to train them,

make them productive citizens that are not only contributing

to society but are paying taxes to society.

that is what thisprogram is designed to do. I apppe-

ciate the Senator's support.

Senator Moynihan. I would like to say that what you say
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I thikk one of the messages that Reverend Jesse Jackson

has been repeating time after time after time is that you havc

to be able to compete in-the real world, and that seems to

me to underscore the basic wisdom of this proposal.

I also join with Senator Moynihan in seconding the

motion.

The Chairman. Let me make one further suggestion. I

would like the staff to show.the feedback and perhaps, if

need be, go beyond what has been done before in this respect.

The trend on increasing welfare expenditures in recent

years has been reversed. It is showing in this year's budget.

It has been reversid primarily because of two things.

One is the child support program where some states are

doing a very good job. I regret to say that my state is

one of those who, just on the cold face of records, has not

done a very good job. I hope every Senator will do what he

c--an.to contact his welfare administrator and governor to

urge them, if his state is one of those that appears to be

I doing a poor job, and gettit on the ball to do a better job

of making progress in doing something for their children.

The other one is the Work Incentive Program. The Work

Incentive Program could do a. lot more good if it had more

funding and our indications are that it is a net savings,

especially if you take into account the savings against the

state budget, because it is, for the taxpayers concerned, it

ALDER5ON REPORT'NG COMPANY. INC.



17

22

3

24

25

64

7, 6

0410

it 7
v3

13

5. 9

22 1

27 i

25

3-36

is money out of his pocket, whdther he has to pay it at the

state level or at the Federal level.

I would like to request that the staff undertake to show

the feedback to the greatest extent possible. Also, maybe

there is a way that you could reflect this accumulative

savings. If you put a person to work, you take him off the

welfare rolls not for this year, but for next year as well.

Maybe next year he might have gotten a job anyway. Some

would, some would not.

So, to the extent that you can show what the savings

are here, I think that would be a very useful thing, and I

like to -urge that the staff do that.

Mr. Stern. Mr. Chairman, may I ask Senator Talmadge

if I understand correctly, that part of the motion about

leatring the language in the HEW/Labor Appropriations Act.

The effect would be that you would be converting the WIN

program into a $1.5 billion entitlement program, whatever

the states need, can use their share of the $1.5 billion.

Senator Talmadge.. The $1.5 billion is a ceiling there.

The recommendation was totally combined of $870 million, I

believe.

Mr. Stern. I make that.point e- you have a statement

here about lea*ing the language in the HEW/Labor Appropria-

tions Act that limits the money for the WIN program. What

the Appropriations Act language says, it appropriates a

ALORESON REPORT'NG COMPANY. INC.
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certain amount and then it says this is the maximum amount

that the stAte may become entitled torpursuant to such and

such a section. If you delete that --

Senator Talmadge. I do not want to make it an entitle-

ments program. I want to make it subject to appropriations.

But I would want adqquate apppopriations. That is what I

am urging this Committee to do.

Mr. Galvin. May I suggest that you put a limit for

this year, for FY 179 than at the amount of money that you

recommended to go in in addition, the 435 and the 265, add

that to the present 365c.and put that as the limit for this

year.

Senator Talmadge. That is all right.

Mr. Stern. If you take this language out of the

Appropriations Act, you would be converting it to an entitle-

ment program for whatever amount of money you do put in

there.

Senator Talmadge. I do not want to drop any entitlement,

Senator Matsunaga. How many additional employees will

the Department of Labor need to hire in order to increase

the program as anticipated?

Senator Talmadge. I do not know. Do you have any

idea, Mr. Galvin?

Mr. Galvin. For hiring at the national level, it is

about $8.6 million now. It will cost $9.4 million at the
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high level that is being recommended at the national level.

Senator Talmadge. An increase of $1 million.

Mr. Galvin. At the-other level, I do not have the

figures here. I could get them in a few minutes.

Senator Matsunaga. It will mean additional hiring of

Federal employees also.

Mr. Galvin. No. Not-Federal employees. At the state

and local level. $1 million is for the Federal level.

Senator Matsunaga. Are we assured of skilled personnel

so that we will not merely be adding personnel, to require

taxpayers to pay more money without fair return?

Mr. Galvin. I think that the way the WIN program has

been directed over the last few years under the Talmadge

amendment indicates that they have the greatest desizeii.n

the world to.only have skilled workers and put them in

employment.

Senator Matsunaga. Thank you.

Senator Danforth. May I inquire of the staff on this

chart that we were given this morning, where it says WIN,

net increase and net decrease, +.2, what would that be

under Senator Talmadge's proposal? How would that column

r a~

red

Mr. Galvin. I am sorry?

Senator Danforth. On the chart we were given this

morhing-on page 1, WIN net increase, it says +2.

Lye
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Mr. Stern. That would read +.3. The additional funds

would be partially offset, the additional $265 million would

be offset by some additional amount, I thikk the net

increase would be l.above what is on the chart here.

Senator Danforth. You are speculating as to what the

offset would be, are you not?

Mr. Stern. The offset figure is the offset figure

that was supplied to u_ by the Labor Department. There is

some dispute'about that, but that is the Labor Department

figure.

Senator Danforth. What is the dispute?

Mr. Stern. The Congressional Budget Office has taken

the extreme position, and they do not attribute any savings

to the Work Incentive program. They assume those people

would have gotten jobs on their own.

They base tbat on the fact that the Labor Department

takes a pretty raw view of when they will attribute credit

to the WIN program.

For example,. if a person drops out of the WIN program

and gets a job on their own that still gives the Depattment

credit. We d& not know what portion of the placements are

of that sort.

d The Labor Department tends to take a pretty generous

view and the Congressional Budget Office tends to take a

very dim view.
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success to programs by counting up everything that we can

possibly count in the success column.

I take it, for the purpose of addressing ourselves to

Senator Talmadge's amendment, we are looking at the most

optimistic view of the-sucdess of the WIN program.

Mr. Galvin. We are dividing it on the table you have

in front of you as to what the Congressional Budget Office

says and we take the mean of that.

Mr. Stern. We have not taken credit for savings under

Medicaid and Food Stamps.

Senator Danforth. There is some savings. It is not a

precise figure as we are talking about. Is that right?

Mr. Stern. There are two precise figures. We have

been using the more generous, precise figure.

The Chairman. Between two figures, we are taking the

one that we consider more favorable, but I think it is worth

pointin4 out that we are not claiming all kidds of things

that we have a right to claim. We are not claiming a savings

under Food Stamps. We are not claiming a savings under

Medicare, nor are we claiming a savings in the second, third

and fourth year.

What they really ought to do with a program like this,

to give you any proper basis of judgment, is to put all of

that, try to make some estimate on all of that.- And also,

the sheet ought to try to show over a four or five year
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period your budget, rather than show what happens in one

year.

Let us assume that you train the person this year and

he gets a jobat the end of the fiscal year. Well, you have

only had one months' feedback while in the next year you

are going to get eleven, twelve months feedback.

So if you really want to show what the program is doing,

you would try to estimate how many peopda-you managed to

put in jobs, what the savings were against all of the prograes

You would also put the state savings in there. That is not

in there either.

Mr. Stern. That is correct.

The Chairman. As far as the taxpayers are concerned,

you save them money when you make a Federal expenditure to

save your money at the state level.

When you move it forward to show what happens in the

second, third and fourth year, you will come-up-with a huge

savings on the overall operations. In the last analysis,

over a ten-year period,2you-have a tremendous savings. It

-ought. to all be shown,.-.....

Mr. Stern. That is the trouble with the Congressional

Budget Office figure. What has happened, the AFDC rolls

have gone down slightly in..the latt couple of years.

Specifically, if you just look at the two-year period

from 1976 until the present-year, they have gone down about

ALDERSON REPORTNG COMPANY, UNC.
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point.

Senator Danforth. Mr. Chairman, let me, if I may,

pursue this just a littlebit.

As I understand it, the net figure that we would have

under Senator TalmadgeK- proposal is to move it from an

increase of .2 to .3. Is that right?

Mr. Stern. That is right, yes, sir.

Senator Danforth. That is based on the most optimistic

projections.

Mr. Stern. It only attributes savings to AFDC. It doesi

not attribute savings for Food Stamps or Medicaid.

Senator Danforth. If we utilized the CBO figures, what

would that figure be? An increase in what?

Mr. Stern. It would be an increase at about .7.

Senator Danforth. Under the optimistic view it is a net

increase of .3 and under the most pessimistic view it is

an increase of .7?

Mr. Stern. Yes. That is unreasonably pessimistic.

It aasumes that you are never going to have any success in

the program.

Senator Danforth. All right. It it, at least, one

point of view.

Mr. Stern. Yes, sir-

Senator Danforth. Let me ask you this -- maybe Senator

;j Talmadge has an answer to this. Let us suppose that, instead

ALCERSGON REPORrTNO COMPANY. INO.
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1 of .3, we move it from .2 to .3 under your net. Let us

2 suppose we make it 1.3 or 2.3.

3 Is this program the-kind of thing where there is no

point of diminishing returns or is it just the more we spend,

5 the more people are going to be employed?

6 Senator Talmadge. I think that the statistics -- and

7 Mr. Galvin has done a lot of work on this at my direction.
41

8 He has been thorough and he has researched and, as he pointed

9 ~ out, We did not take any credit for the savings on Food

10 Stamps. We did not take any credit for the savings on

11 Medicare. We are not taking any credit for subsequent

savings year after year after year.

If you put a man to work, as long as he is not on

welfare, that is going to continue not only for his lifetime

5 but his children's lifetime and his grandchildrenfs lifetime.j

o That his been the record that I have seen.

Once you get off welfare, working producting member of

society, he remains a productive member of society, so the

savings are going to be cumulative year after year. And,

2 if he has good work habits in his family, chances are the

children will acquire the same good work habits. It is a

2 never-ending, continuing thing.

What I would like to-see is a program that definitely

24 saves money should be supported. That is what we are talking;

to here. Increasing this appropriations, the statistics are

ALDERSON REcOR"NO COMPANY. 1NC.
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very clear on it. 'Theyare undoubtedly correct, and I think

we shoikid go for a substantial amount.

Senator Danforth. What I am asking, if it were such a

savings, maybe we should increase it even more. Isthere

some point at which you could plot it on a graph?

Senator Talmadge. I have redd the figures here on the

cumulative effects. In '72,. it increased with the same

funding year after year.

Mr. Galvin recited those statistics there. It showed

families going off welfare year after year in every increasinc

numbers and ever increasing savings.

Mr. Galvin. In 1973, there were 65,000 that were

employed, 34,000 of whom were off welfare, the others stayed

on. 660QG0-went on; 51,000 went off.

In 1935, 113,000 were employed, 52,000 went off and

60,600 stayed on.

In 1976, 182,000 were..employed. 86,700 :went off;

95,300 stayed on.

In the transition quarter, 55,000 were employed. 28,000

went off, 27,000 stayed on.

In FY,'77, 271,000 were employed. 136,000 went off;

135,000 stayed on..

What has happened to the rolls in November '77, the

total number of AFDC recipients were 10.8 million. This is

the lowest figure that the rolls have been since September of
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1 1974.

2 Senator Danforth. Do you have figures on how many who

3 went off then came back on?

4 Mr. Galvin. I could give you the retention rate, which

5 isthe way that the savings are computed by state or total.

6 The last year is approximately :77 percent total. I can

7 give you the exact.gigures, if you would like to have them.

8 Senator Danforth. 77 percent who went off stayed off?

9 Mr. Galvin. Yes, sir.

to Senator Danforth. Let me ask you this. What, in

your opinion, is the optimum figure we should be spending on

12 this? What is the point at which we reach. maximum returns

13 and what is the point at which we begin reaching dirinishing

4 1 returns on our investment?

Is Mr. Galvin. For fiscal year '79, I wot~ld-,not:recommend

14 an amount higher than what we recommended. You have,to have

tn IT staff trained. You have to get into the program. You have

I18 to orient it to where you are going. You cannot do that if

19 you throw in a massive amount of money. It would be wasteful

20. The year after that, we could put in more money.

21 Senator Moynihan. If the Senator would yield, could

*, 2 I just suggest, you do not have a normal curve that gets

23 isotopic here. You deal basically with unit costs. You

24 probably are at a state of diminishing unit costs as you go
1)i

25 up in numbers.

ALXZRSCN RE.Caft"M4 COMPANY. 114M
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I do not think that there is any real suggestion that

much expenditure on intake into the program. As long as

people appear for the program, you have a diminishing unit

cost for. having them and those who do appear. You are not

in what is a familiar government pattern of trying to jam

more and more money into an intake.

As long as this money is picked up, it is likely to be

well-used.

Senator-Talmadge. I would like to point out, too,

Senator Danforth, this decline in the number of people on

public welfare as a result of this program occurred at a

time of rising unemployment in the population.

The Chairman. Why do we not vote?

All in favor, say aye.

(A chorus of ayes.)

The Chairman. Opposed, no?

(No response)

The Chairman. The ayes have it.

Senator Nelson. If I may ask a question, there are

pending amendments to R.R. 7200 on the Floor. I assume there

will be other amendments. Will there be any question of

points of order raised on them because they are not included

in the budget*. resolution?

Xr. Stern. You cannot raise a point of order on the

basis of the first budget resolution. I do not kn6w which

A"DgRSON REPOFIONG COMPANY. INC.
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tax bill. Unless you want to do that. There seems to be

no good reason to interfere with House jurisdiction.

The Chairman. I am-not sure I understand the point

about jurisdiction. You might explain that again.

Mr. Stern. When the House reorganized its jurisdiction

a few years ago, they took the Work Incentive Program and

put it under the Jurisdiction of the House Education and

Labor Committee. All of these amendments deal very specifi-

cAlly with. the Work Incentive Program and therefore they are

in the jurisdiction of the Labor Committee and the House.

When you deal with the health area where there is split

jurisdiction you try to wind things up so you do not put

House Commerce Committee amendments on Ways and Means

Committee bills, that sort of thing.

I am suggesting, in this case, since the House does not

consider Work Incentive Program amendments as revenue measure!

anymore, you can report it out on a Senate number bill. You

do not have to put it on as an amedment to a House bill as

you do with. almost everything else that you haddle.

The Chairman. I see. The trouble is, if you put it on

an S. numbered bill, you are not in a position to ask for a

conference. They could sit around -- where otherwise, your

position is to ask for a conference.

If you take one of the bills that just had a number,

for exam* e, where we passed the substance --

ALDERSON REPORT'NG COMPANY. INC.
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Senator Matsunaga. Mr. Chairman, I think -iUt Mike is

suggesting is that we do not have to put an amendment on a

bill that cmes out of Ways and Means. We could put it on a

bill, a House bill, that comes out of the Education and Labor

Committeev

The Chairman. No.

Mr. Stern. We do not have any in this Committee.

The Chatiman. They do not come before this Committee.

Senator Matsunaga. That is true. Perhaps on the Floor,

we could offer it as an amendment.

The Chairman. I think your third alternative would be

to just take a bill that comes from Ways and Means where we

have already enacted the substance of it and then proceed --

all you are taking is a House number, and you add our amend-

ment on to it and then you can ask for a conference.

They might not go to donference, but if you go to

conference, they could appoint conferees off the other

Committee, either Ways and Means, who intiated the bill,

because you no longer are conferring on the Ways and Means

bill, you are conferring on the Senate amendment.

Mr. Stern, It would not have any more incentive, Mr.

Chairman, than an S. number bill. If you take one of these

bills of substance, the only thing in the bill would be

the Senate amendment. There is such a bill in Committee, if

you want to put it on.
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The Chairman, what would you like to do about it?

Senator Talmadge. What do you think we ought to do

about it, Mr. Galvin?

Mr. Galvin. I think, sir, that you would be sure that

you go to conference, I would put it on a bill that would

have something left in it so that the Ways and Means would

have a donference on it. At that point, if the Committee on

the House side has changed its mind from what we have in

writing from'them in the last year, then the maotthhAt could

happen would be a disagreement on our bill.

We have done that several times on various bills.

The Chairman. I would suggest, Senator, that you just

consider sending it over to them on any basis, whether it is

a House number or sending it over in a separate bill and

ask if they would please consider it and tell them if they

will not, because if you do not have a chance to go to

conference with them on that, you would have to put it on a

big tax bill and try to have the House give you a judgment

on their basis with it. The House could come back with it

in disagreement and say you have been through some of that

beford where we have asked the Chairman of the Ways and Means

Means Committee to consult and come back to agree to some-

thing.

I would think that the first thing you would do is try

to get the appropriate legislative committee to consider it.
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If they do not do anything, try to do business with

somebody else.

Mr.Galvin. I think-that alternative would be fine, sir.

We do know that the Chairman of the Ways and Means is quite

supportive of the new program.

Senator Talmadge. We have had conference frequently in

Agriculture with different committees in the House and I

would think that probably if we put it back to Ways and Means

that Ullman woiid probably ask the members of the Labor

Comittee on the House side to act as conferees on this

particular amendment.

We have done that a number of times in the Finance

Committee as well as the Agriculture Committee.

The Chairman. I suggest you put it out as an S. num-

bered bill and send it on over to them. That being the

case, let it go to the appropriate committee. Then you can

come back and put it on something else subsequently..

After it is passed, if that is the judgment of the

Senate, you can put it on something else and put it on a

revenue bill.

Without objection, that is what we will do.

Now many other items .are there here? This health thing,

as I understand it, this is basically what we decided at the

previous meeting, is it not?

Mr. Stern. In the health area, there are three proposall
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of the Administration where we are not suggesting any

alternative, but the fourth one, which relates to hospital

cost containment, the Administration shows a savings of

$700 million and Mr. Constantine can speak to this basically,

the staff suggestion is that it is unreilistic that you

assume that you can reach that degree of savings that quickly

in any legislation.we foresee being enacted.

While you will have const containment legislationthat

will have substantial savings, it will not have anything like

that type of magnitude in fiscal 1979.

Senator Talmadge. I think that is true. Whatever was

passed will be cumulative.

Can you speak to that?.

The Chairman. As I understand it, what you are talking

about, you assume you cannot make that savings in this

fiscal-year. You assume the following year that there will

be savIngs.

Mr. Constantine, Yes, sir. It is possible that there

might be something, depending on what was enacted and how

fast it was implemented.

We think it would be unrealistic to assume any savings

in fiscal '79.

The Chairman. You cannot count on it for this year.

All in favor, say aye'

(A chorus of ayes.)



3-55

1

2

U)

IT

Ta

The Chairman. Opposed, no?

(No response.J

The Chairman. The ayes have it.

Mr. Constantine. There.wassa point we wanted to make.

Senator Gravel had raised an item under Medicaid for four

states that had not opted in the past to pay Medicare prem-

iums tor their aging with, Federal matching, They use the

Medicaid money to buy in for the Medicaid eligibles in the

Federal government.

There were four states who had not bought in: Louisiana,

Wyoming, Oregon and Alaska and Senator Gravel will be

proposing an amendment to give those states twelve months,

effective October 1, l78, to buy in at their option and

the costs would be a full-year cost in Medicare matching

funds and Medicaid matching funds. Zhe Federal cost would

be.$40 million.to$45'million, if all the sta6es bought in,

which may or may not be the case.

If all those four states which previously had not

elected to come in, and he just wanted to make sure that

yes, we would raise it.

If the Committee makes.its decision that somewhere,

somehow, in here it would cover him if he does want to watch

the subsequent amendment later for the $40 million to $45

million.

It seems to us that that conceivably could be in the

ALERON Rzpo~r.N COMPANY. INC.*
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changes in Medicaid, it could include where you have allowed

$300 million for various proposals, could include the child

health and broad Medicaid; the $400 million in the various

Administration proposals could include conceivably the

Gravel proposal.

He just wanted to have that made clear.

The Chairman. We will make reference to it. Fine.

He is reserving the right to offer it.

Incidentally, I know of no one in Louisiana who is

asking for it, so we can cross that out.

What is the next point?

Mr. Stern. That concludes the health area unless some-

one has something else to bring up.

The next general area is income security and there, if

you look at the first line,. the Administration recommends no

net increase for legislation, and the matters that the [
Committee has already approved which are on the calendar as

a result of no net increase, either one of those amount to

the same thing: namely, a zero recommendation.

However, the President's budget also includes $600 mil-

lion in assumed Social Security benefit reductions which, as

we mentioned the other day, we think it would be unrealistic

to imagine that you wold pass the Social Security bill which

only saved $600 million. More likely, you might end up doing

some of the savings you achieved last year.

ALERSON REPORING COMPANY. INC
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Our recommendation in cost containment is that the

budget not assume that magnitude in savings.

The Chairman. We could put the Social Security bill

on there and those generous Senators in an election year

would increase it $3 billion or $4 billion more. You had

better anticipate a general expenditure-of $2.5 billion.

That is a safe guess, I would say.

Anybody who thitks they can save money putting the

Social Security bill out there has not been around this

Senate long.

All in favor of approving the staff suggestion along

this line as recommended, say aye.

(A chorus of ayes.)

The Cha±rman. Opposed, no.

(No response.)

The Chairman. The ayes have it.

Mr. Stern. The last item in the expenditure area is

Revenue Sharing. The Committee asked us the other day to

put in the option of continuing countercyclical revenue

sharing at the fiscal year 1-978 level. Both that estimate

and the Administration proposal do assume the straight
) .S h- A.- 1 - -

extension, except that the by assuming a

lower unemployment rate, assumes that that would cost $1 bil-

lion.

The Chaiman. We assume a straight extension on what it

ALDERSON REPOiFTXO COMPANY. INC.
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is costing. They assume a straight extension based on its

falling off?

Mr. Stern. That is right.

Senator Roth. Mr. Chairman?

The Chairman. Yes.

Senator Roth. This is one area where I think that this

Committee and the Congress ought to thke a careful look..

Like a lot of people, I am concerned as to what is happening

on the spend4ng side and feel that we have to do more in the

area of tax cuts.

My understanding, as a general rule, the states are a

lot better off budget wise than the Federal government, that

there are something like 40 states -- I am not sure of that

figure, but a number of states now are showing budget

surpluses whereas under the best of conditions that is

certainly not going to be the case with the Federal budget.

So that it concerns meat this time that we are saying

these may be an extension of a program. That may be an area

where there can be some savings.

It is my understanding, for example, in 1977 there was

a $5.6 billion surplus on the state level. So for that

reason, I personally would oppose the increase. I have

serious questions as to whether this is a program that we

should continue.

For that reason, I just want to be recorded in opposition.

ALDERSON R5P:o~7rNO CO&MPANY, IANC.
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Senator Curtis. What item are you referring to?

Senator Roth. The countercyclical Revenue Sharing.

The Chairman. Let us tote on it.

All in favor of continuing the $1.5 billion level, say

N

t4 -

Q

0

0

aye.

(A chorus of ayes.)

The Chairman. Opposed, no?

CA chorus of nays.)

Senator Roth. Mr. Chairman?

The Chairman. The nays appear to have it. We will

reduce it back to $1 billion.

Without objection, we will have it $1 billion.

Mr. Stern. Unless somebody else has something on the

expenditure area, we will turn to the revenue.

Senator Matsunaga. Mr. Chairman., I understand that

Senator Dole was supposed to offer, along with Senator Gravel,

to increase the ceiling on Title XX Social Services from

$2.5 million to $2.9 million in fiscal '79.

I do not know whether Senator Curtis has been notified

about this. He was supposed to be hereto offer the amend-

ment himself.

This is in Social Services. Was there any message left?

Senator Curtis. No. I was told by the staff that

there was a Dole-Gravel amendment, but I received no instruc-

tions. I am not for it, yet I think that it ought to be
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considered. Two members of the Finance Committee are

proposing it.

Senator Matsunaga. As much as Hawaii was involved, I

would offer the amendment at this time.

The Chairman. How big an increase would that be?

Mr. Stern. That was a program of $2.7 million now, if

you include the extra for child care.

The Chairman. You are talking about increasing it

$200 million?

Mr.Stern. A program level of $2.9 billion instead of

$2.7 billion.

Senator Matsunaga. Right.

As I understand it, Title XX provides funding the states

for provision of comprehensive social services as opposed

to cash benefits. At the present time, states are operating

under the same ceiling that was imposed in 1972 when open-

ended Federal funding of state programs was discontinued.

Mr. Stern. That has been increased $200 million for

child care in fiscal year '77. There has been an increase

one time for child care. The basic program has been $2.5

billion.

Senator Matsulnaga. Title )X was enacted in 1975?

Mr. Stern. 1972. I am sorry, Title XX, as such, the

limitation has been $2.5 billion since 1972.

Senator Matsunaga. At the present time, most states

ALDERSON REPOR'NG COMPANY, INC.
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have reached, or are close to, their spending ceilings.

Mr. Stern. That is true.

Senator Matsunaga. -Hawaii is one of the states that

has already reached its ceiling, which means we either wish

to increase services and with the funding levels frozen,

innovated and comprehensive services are the first ones to

be cut, really, because of this ceiling.

Even though the purpose for enactment of Title XX was

to allow states the flexibility by not putting them --

The Chairman. You are estimating that to cost $200

million. Someone handed me this material here. It must be

a sample of states, because, based on what you have here, it

does not add up to $200 million. I do not believe it does.

Senator Matsunaga. 2.9.

Mr. Stern. $2.9 billion total. $2.5 billion agreed to.

The. Chaixan. I can tell you right now that that does

not add up.

Senator Bentsen. You do not have 50 states there.

Senator Byrd. Finance Committee states.

The Chakirman. It is.all the members on the Finance

Committee.

Senator Byrd. That impinges upon our honor,

The Chairman. A new chart will be provided for the

Senate when we take it to the Senate, I take it. This is

just to show each Senator how it affects his state. I get

~o.

0

0

0
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the point now. I am ready to vote.

All in favor say aye.

(A chorus of ayes.)-

The Chairman. Opposed, no.

(A chorus of nays.)

The Chairman. The nays appear to have it.

Senator Matsunaga. I did my best for Senator Dole.

The Chairman. Senator Nelson?

Senator Nelson. May I make two brief points? I have

to preside at 12:00.

This matter of the National Research Service Award

scholarships has been discussed with you, Mike, as I under-

stand it?

Mr. Stern. Yes.

Senator Nelson. The tax treatment, I would like to take

up another item. The Tax Treatment Extension Act has been

reported out. The Internal Revenue Service ruledilthat

amounts received as National Research Service Awards for

biomedical and behavioral research under the Public Kealth

Service Act are not excludable scholarship or fellowship

grants under 117 of the Code, therefore they are taxable.

This proposal would simply provide that awards under the

National Research Service program would be treated as tax-free!

scholarships, as we had thought they were, under Section 117

U with respect to amounts received during the years 1974 through

ALON REPOR""NG COMPANY. INC.
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1979.

I am advised that the Internal Revenue Service has no

objection to it. The cost is $9 million.

Am I correct on that, Mike?

Mr. Shapiro. As we understand it, your statements are

essentially correct. The Treasury Department has no objec-

tion. The amount is $9 million to $10 million a year and

it resulted in a problem, it is correct, as a result of

revenue ruling. The Internal Revenue Service treats these

amounts as income and your amendment would indicate that it

would be treated as scholarship or fellowship income as

provided in the tax law- for similar types of income.

Senator Nelson. For the years 1974 through 1979.

Mr. Shapiro. The calendar year 1974 through 1979.

Senator Nelson. I propose that this be treated as a

committee amendment to r.R. 9251, already reportd , I under-

stand.

Mr. Stern. It has been ordered reported. We were

planning to have the report filed by the end of the week.

If the Committee approves it, we can simply add it to the

bill.

Senator Nelson. I would move adoption of the amendment.

Senator Byrd. I second the motion.

The Chairman. Without objection, agreed.

Senator Nelson. If I may make one more point. I did

RMPORIMNG COMP~ANY. INC.
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ask Mike and the Chairman last week about a proposal that

I will make. It may be joined in by a number of members

at the time that the tax-reduction bill is before us -- that

is, to take some of that money and reduce Social Security

taxes.

ALDESON REPOR'NG COMPANY. INC.
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I was advised that if it were simply a reduction of

Social Security taxes using amounts recommended in the

Administration bill that it was not in violation of the

Budget Act, and that is correct.

The Budget Committee would like tohave some idea of

what the dimension may be. I do not know what it may be.

I am inclined to recommend $10 billion, as far as I am

concerned.

There are eight members of this Committee that have

cosponsored legislation to start the process of moving DI

and RI out of the Social Security system out of the general

fund. I do not know whether the Budget Committee would like

to have some notion of what we may be proposing. I am not

sure what we will get to when we are discussing it, or what

other members support the concept.

I would like to indicate, as far as I am concerned, I

would at least like to move about $10 billion of that tax

reduction to the reduction of Social Security taxes, and that

would only be my personal view. I do not know whether anyone

else -- both Senators Matsunaga and Moynihan are sponsors of
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the bill that would start the process. .

Mr. Stern. Even the Administration proposals assume

something more than $22 billion in individual tax cuts. You

do not have to necessarily decide how you want to do that.

In your own minds, if you want to think that $10 billion

of that would be in the form of reducing Social Security

taxes, that is a large enough number that you could conven-

iently accommodate different ways of doing that.

The Chaziman. At this moment, I cannot support any

such amendment, but I would think that that is within the

Senator's rights of protecting, are they not? He can offer

that when they get the revenue bill over here.

Mr. Stern. That is right. You are in a situation where

you are talking about a very significant tax cut. You are

not discussing, at this point, how you are going to do it,

but only the budgetary dimension.

The Chairman. As I understand it, Senator Nelson is

going to suggest that instead of taking the tax cut, whatever

figure -- the Administration is recommending what amounts to

a $34.5 billion cut. He is suggesting, take $6 billion of

that and use that much as a tax cut, to postpone, or at

least transfer or pay for som= of the items that are presentlyl

covered by the Social Security trust fund. Is that the idea?

Senator Nelson. That is correct. It amounts to a

reduction in Social Security taxes. If we did that for

ALOERSON REPORTNG COMPANY INC-
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$6 billion to $10 billion that would mean that there would

be that much less reduction in corporate or personal taxes,

but I just wanted to be sure that I raised it here, so that

pepple would be on notice.

The Budget Committee would like some idea. There is no

way I can give them an idea other than what I woUld propose

myself.

The Chairman. I would think that the staff report

can make clear that an amendment will be offered of this

nature and put them on notice.

Mr. Stern. Basically, what you have done in the past

is to be vague about how you are going to reach the revenue

total and indicate that there are a lot of different possi-

bilities, since at this point on, you could say to the

Committee --

Senator Nelson. I understand. The Chairman's sugges-

tion. would be a good one, *o simply indicate that there are

members of the Finance Committee who would propose that part

of that tax cut would be addressed to Social Security tax

cut so that they will, at least, be on notice. Theye.are

on notice that they are. right. They have had some hearings

themselves in which tesdhony was taken on this subject.

Senator Curtis. Mr. Chairman, I have to leave. It is

not my purpose to call up something at this time. I merely

want to reserve the right to do it.
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The other day we reported out 2241. We approved it.

It had to do with historic structures.

The Treasuryccame in and suggested an amendment. Many

of us did not realize that the Treasury was suggesting to

change it. substantially in law.

My qequest is that the actually reporting of this be

held up until we can be heard on the Treasury's amendment.

Mr. Shapiro. That was reported out as a part of the

Technical Corrections bill. It may be --

Senator Curtis. When would that bill go out?

Mr. Shapiro. There is an effort to get that bill filed

by the end of this wekk. You can do one of two things:

either take that provision completely out of the bill, or

leave it in, with the intent of considering a modification

on the Senate Floor.

Senator Curtis. I would rather have it taken out.

The Chairman. Was that in the House part of the bill?

Mr. Shapiro. That was added.

Senator Curtis, It was added here, and Treasury came

in to suggest an amendment change.

The Chairman. We did not go into it. I do not want to

take time to argue.

Mr. Shapiro,, I am willing to talk about it tomorrow.

Do not put it in the report; we will talk about it tomorrow.

1 Hold it until tomorrow.

ALOSRSON.0
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The Chairman. I will try to recognize the Senators.

Senator Moynihan had his hand up, and Senator Roth. Do you

want to go ahead?

Benator Moynihan. I was called out of the room for a

telephone call from the Governor of my state who was not

here when the proposal was made to reduce the countercyclical

revenue sharing back to the Administration proposal. We had

agreed last week to increase it, and I would like to say,

if this is the"Administration's urban proposal to increase

in this area, I would like to -- just let me ask. Is it

impossible to ask for this to be reconsidered? I did not

vote one way or the other.

The Chairman. You can. I suggest that we do it

tomorrow when we have a fuller attendance and let everyone

record himself.

Senator Moynihan. I would like to do that, if I may.

The Chairman. Those Governors are in town. If they want

the money, they may decide.to get busy.

Senator Moynihan. If they want the money they should

not call me out of the room at the time that the prpposal is

before us.

The Chairman. If the Governors want the money,- they

shoild not leave town before talking to a Senator.

Senator Matsunaga. May I make the same request on

Title XX? I see now that I have enough proxies to cover a
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vote.

The Chairman. We will do it tomorrow.

Mr. Stern. Mr. Chairman, there is a Tax Subcommittee

hearing tomorrow at 10:00. I would think Senator Byrd would

want to be here for these discussions. Do you want to try

to meet at 9:00?

Senator Byrd. This is on Senator Gravel's legislation?

*Mr.;. Stern. Yes.

Senator Byrd. Why do we not try to set that up for 9:00,

You may set the Subcommittee up for 9:00,

The Chairman. If the Subcommittee could meet at 9:00

and then the Committee could meet at 10:00 or 10:3.0.

Senator Byrd. How long do you thinktthe Gravel bill

will take?

Mr. Stern 'I do not know how long. I was going to

suggest -the other way around, that the Committee may want

to meet before the hearing.

Senator Byrd. Either way that Senator Long would

prefer.

The Chairman. Why do we not ask that the Committee meet

at 9:00?. It might take us to 9:10 or 9:15 to get everybody

Shere. The Committee will-meet at 9:00 o'clock tomorrow.

Senator Byrd. And the Subcommittee can meet thereafter.

You might have to postpone the Subcommittee meeting until

about 10:30 to get some of these folks in.

ALDERSON REPOR".NG COMPANY. INC.



1

3

4

is

S5

16

17

o8

4s 9

to 1

1 9

12

13

14

15

'16

24

ALOsRSON Reponl-wo COMPANY. INC.

C

C*

3;-70

The Chairman, Senator Roth?

Senator Roth. Mr. Chairman, *s you know, I wanted to

make a proposal with respect to the tax cut, Since so few

are here, I would like to do that tomorrow.

One of my problems is tomorrow is bdfore the Subcommittei

on Intergovernmental Relations we have a number of Governors

appearing before us. If I cohild be protected, I will come

over here at your convenience, to any extent I can.

The Chairman. I suggest we should be here at about

9:30 and try to accommodate you.

Thank you., gentlemen. I suggest we quit now until 9:00

o t clock tomorrow.

(Thereupon, at 12:00 noon the Committee recessed to

reconvene at 9:00 a.m. Wednesday, March 1, 1978.)


