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EXECUTIVE SESSION
2
LI £ onRsdOA »
BEESPRY; JULY 27,9 1977
* ]
United States Senate,
.t Committee on Finance,
{ Washington, D.C.

*

The Committee met, pursuant to fotice, at 10:10 a.m.
in room 2221, Dirksen Senate Office Building, Hon. Russell

B. Long (Chairman of the Committee) presiding. t

Present: Senators Long, Talmadge, Ribicoff,.Nelson, Gravel,

]
Bentsen, Hathaway, Moynihan, Curtis, Dole and Danforth.

Senator Ribicoff, The Committee will be in order.

Mr. Stern, will!you explain the situation as it affects
the Budg#t Resolution of the Finance Committee?
Mr, Stern. Yes, sir.

The Senate Budget Committee will be marking up the
*second Budget Resolution beginning on Friday of this week.
This resolution has to be acted on by the Congress before
the beginning of the fiscal year. The Second Budggt Resolu-
tion is a binding reéolution, That is, the totals in the
Budget Resolution can be enforced by raising points of order
against bills that exceed the Budget Resolution so that this

is not only a target, this is more than just a target.

. ' . 8 |
The Chairman of the Budget Committee, Senator Muskie, has .
" .
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reduction in Social Security benefits in g’Eticular areas.

The First Budget Resolution also assumed that you would
save $800 milliﬁn in Medicare through hospital cost contain-
ment, Medicare and Medicaid. ~You may come t6 the conclusion
that it is unrealistic at this time to assume savings of
that magnitude, but the point is that if tge Budget Committee
now writes into the Second Budget Resolution that savings of
that magnitude shall be achieved, then you would.have to come
ué with legislation to do that, so that yéur recommendations
will be gquite important in thisﬁareé.

Finally, the energy tax bill, although the House Energy
Tax Bill unerailﬁraises money, as is usualﬁaith the tax bill,
the tax reductions go into effect right away and the tax
increases go into effect in the foliowing year, so that the !
actual impact of that bill is a loss of $1 billion in revenue
in fiscal year 1978.

A

Senator Curtis. May I ask a question, Mr. Chairman?

Senator Talmadge. Senator Curtis.

Senator Curtis. You said this next resolution is a
i‘ . -
binding one. Does the Senate have power to amend it at a

later date once it is adopted?

Mr, Stern. It does, but it would have to be amended by

bothtrthouses. -

Senator Curtis, By both houses?

-
-y

Mr. Stern. The whole resolution would have to be amendedé

¢
[l

-
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Senator Curtis. Can a waiver be granted after it |

is adopted?

I

Mr. Stern. Well, the enforcement mechanism in the d
‘Budget Act is through raising points of order. Yes, the
points of order could be waived'orﬁgoula be voted down.

In other words, if the majority of the Senate wanted to
proceed -- -

Senator Curtis. The procedure now is they refer to it
as a budget waiver?

Mr. Stern. The budget waiver is usually for questions of
timing. Certain types of a bill cannot come up before a
'certain date or after a certain date.

Senator Curtis. Before we started debate on public
financing, why the Senate passed a budget rulé just yesterday
or the day before which I assumed was baoed on the fact that
the cost of thaé was not in the pudget and they had to have
a waifer.

5
-

Mr. Stern. I think that the usuai reason for a waiver isj

i
a procedural reason to suspehd some procedural requirement, 5
whereas the enforcement mechanism, whereas the enforcement f
mechanism I am talking about is supposing the income mainte- /!
nance category haé a certain amount of money allowed for :
it and the finance Committee will report out a bill that

“would cost $1 billion more in Social Security, then someone

could raise a point of ofder.
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Senator Curtis. I think that we have a very serious
problem here. If we are expectedvtd state how much money !
will be raised, how much revenue will be lowered on an -
eneréy proposal that we have not haq a day of hearings on
and if we agree to a figure, we have abdicated as a Committee,
we have given up all right to eéamine the details of the
law, and we have given up -all right to ascertain what £§pe
of laws will produce the most energy. We have g%ven up
the right to examine a proposal and say that it is just or
liot, because we put blinders on our eyes and say, here is the %
figure that they adopted, and then on the Senate .Floor say
you have already made that decision. It is a decision even
before we have the proposition stated.

. What is the deadline:that we have to respond to the
Budget Committee's request?

Mr. Stern. Basically$ If you are going to affect what
they do,HYOu.are going to have to respond by tomorrow after-
noon, because their mark-up begins on Friday. They are going

to try to complete it in a day, day and a half.

Senator Curtis. Is there a deadline?

Mr. Stern. In terms of influencing what the Budget
Committee does, the deadline would be Friday morning first® :

thing.

v

Senator Curtis. When does the Budget Committee have to

act? That is fixed by statute, is it not? '

ALDERSON REPORTING COMPANY. INC.
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Mr, Stern. The Senate has to pass the Second Budget

Resolution by September 15th. It has to pass it by then.
Of course, the Budgei;,' Committee has to act before then.
Senator Curtis. There is no lawful authority for the
Budget Committee to compel us to answer by Friday of this
week? |
Mr. Stern. Nao, there is nothing that compels you to
answer at all. The statute itself only writes a role for
the Committees on the First Budget Resolution in the spring.
Senator Curtis. Does the statute fix the time that we
have to report to Budget?
Mr. Stern. The statute does not fix aﬁy Committee role
at all, except for the Budget Committee, for the Second
Concurrent Resolution. The Finaﬁce'Committee could easily

do nothing at all.

On the other hand, the Budget Committee will proceed on
its way and will put numbers in wjich evemwbody will have to
live with. . ' |

Senator Ri%}coff. When is that date, Mr. Stern, that™

L.

vou have to have something definitive for the Budget Committee
Mr, Stern. You would have to give them a letter by

tomorrow afternoon. The mark-up starts ﬁriday morning.

]

Senator Curtis. Whosaid that?

Mr. Stern. The Budgst Committee wrote a letter; Senator

B L T,

Muskie wrote a letter.
 f
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¢
Senator Curtis. That is what I am getting at. They do
not have to take their decision to the Floor until September

15th.

Mr. Stern. They have to take their decision to the
Floor before the'QSth because it has to be acted on bygthe

\ 4
Senate on the 15th.

Senator, Curtis. They want it on energy; we have not

had a day of hearings.

Senator.Talma%ge. We have the same problem in Agricul-

ture. ﬂ *
Senator Ribicoff. I wonder, Mr. Chairman, if we could
not authorize the Chairman and Senator Curtis to consult with
one another on behalf of the Comgittee and send a letter to
Senator Muskie's Committee with their best educated appraisai

as they see this developing in the next month. You have so

many large items in the energy tax bill and the Social

Security financing that I do think that I have an obligation
to come up with some sort of an estimate.
t
Senator Talmadge. I agree with that.
Senator Curtis. We are pretty bound by it.
Senator Ribicoff. That is right. That is why I think,

between the Chairman and Senator Curtis, they can consult in

the next day or so with the other members of the Committee

and authorize them to send a letter on behalf of the Committee.

-
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1 Senator Talmadge. I agree with that:fully. I think
z the best guess ought to be on the high side because, as
3 Mr. Stern has pointed out, if we repo?t legislation subsequent
4 to September the 15th that exceeds:any category in the p;rma-
g‘ g nent budget ceiling it is subject to a point of order on the
é ) Senate Floor, and one Senator can kill that legislation and
§ 7 ‘it cannot be passed without a budgetary waiver, and that
§ 32 would be required of both the House and the Senate.
< !
: g} Senator Curtis. We could make a much more intelligent
z g if estimate ten days prior to September 1l6th than we can now.
= ! .
% (l' Senator Talmadge. We can modify it, if they have not
7 & : )
2 2 acted on the resolution at that time.
g 1 Is there any objection to the Ribicoff suggestion that
= - : . ' -
§ T4 the Chairman and the Ranking Minority Member, Senator Curtis,
= .
g [3} be authorized to send a letter representing the Senate
= !
§ té% .Flnance Committee's hearings on our best gueii as teo what the i
; Iri .budgetary impact of Senate Finance legislation and present ‘
§ iag laws will be? ‘ - !
i o Without objection, it is agféed to.
%‘ 20 What is next, Mr. Stern?
— Mr.AStern. The next item takes you into Social Security
y‘“ 22% financing. Qur suggestion is that you start by loocking at ;
23% the short range financing. There is a pamphlet --
2%% Senator Talmadge. Have we acted on these nominations,
22 % incidentally? i
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Mr.: Stern. You have only had a hearing, you have not
approved any.
Senator Talmadge. All right, go ahead.

Senator Nelson. What are you looking at?

Mr. Stern. It is legal~sized called Social Security
Financing, dated July 22nd. T think it is numbered number 1
in red. |

I would suggest that you look at page 4 of the book
starting in on the short-term Social Security financing;
page 4 lists the different elements.

Senator Talmadge. May I remind our visitors that you‘
are guests of the Committee. Please maintain order, so we
can hear what is going on in this large chamber the acoustics
are not very good. It is difficulthto hear.

Please proceed, Mr, Stern.

The top of page 4 what?

Mr Stern. Page 4 of the document, which should be
number 1 in the upper righthand corner, on that page, what
you find is a list of the different elements -- I am sOrry.
It is on the botto? of page 3. This is ihe list of the
Administration's short—rangé financing blar§ You see the
recommendation that general revenues be transferred into Ehe‘

6 -
cash benefit trust funds and this is on the basis of

a

replacing the Social Security taxes that are deemed to be

lost when unemployment exceedsts percent.

*
L4
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Ba .

Their assumption is that the unemployment rate will drop .
below 6 percent after 1978. This provision is retroactive
to 1975, and it coulsd put $14 billion into the trust funds in

‘fiscal year 1978.

E;ipping over to page 4, these are the remaining items
in the Administration's proposal. Thegywould take the limit
o wages %hat are subj;ct to the Social Security tax for
employers beginning in 1981 and they would phase this in in
three steps by raising the wage base to $2§+900 in 1979 and
$37,000 in 1980.

They would raise the tax base on employees and on the

self-employed somewhat by four different $600 increments in

1979, 'éf, '83 and '85., I should mention that taking the

1id off of the employer tax base raises $30 billion in the
next five years and it is about half - .ofi: the Administra-
tion's total financing package..

Senator Nelson. You mean cumulatively?

Mr. Stern. Yes, sir. It raises nothing at ald in 1978; |

‘somewhat more as you go along.

Senator Nelson. What is the total? I have forgotten.

Mr, Stern. The total is $30 billion.

Yes, . that is- how -they raise&halfgoﬁgthé.funds-yhat.they
- A

raise. - - g

Senator Curtis. $30 billion over five years? ' i

Mr, Stern. That is correct. Basically, they start by :

[

ALDERSON REPORTING COMPANY. INC.



N ~ T ﬁl p;, 3 7 ‘
: ng’zﬂ‘ﬂﬁ”“. 1-11
: - i
|
' raising $2.6 billion in qalendar yvear 1979 and by 1982 they . |
Z raise $11.4 billion by removing a ceiling. Over the five
¥l vears, it is $30 billion. .
. 4 The increase in employee taxes by raising the wage base
Z 5§ in $600 increments four times raises $4 billion in the next
i ) ’
S &l five vears. They suggest reallocating some of the Medicare
s 7 trust funds beginning in 1978 and that is a shift of $7 billion.
§ 3 They would increase the self-employment tax rate --
= i Yy
4 3 | Senator Talmadge. Would you yield at that point?
a
cr— 4
- 10 Mr, Stern., Yes, sir.
<= i
% ;1! ' Senator Talmadge., The Medicaid Trust Fund is in worse
= {
a |
£ ;3 I shape than the other one, is it not?
P - ,
= 3 Mr. Stern. It is not in good shape. It is not in worse
g 34! shape than the other one. It will run out of money in the
< 3 -
b !
£ 13 late 80's rather than the early 80's.,
> ; “
£ ot Another item, really, is a response to a court decision
w 17} on eqﬁal treatment of men and women, and this is the Adminis- %
ga 18 § tration'’s proposal, to require wives, widows, husbands or i
& | |
= 19% widowers to meet a dependency test in order to qualify fogp i
i ‘ - ;
S 40 | dependents or survivors benefits. That is estimated to saves_ |
¥ i
} i
21 | $3 billion over the period. i
"‘g\:ir i ;
" S ) !
¢#f7‘m ’ In total, you have $59 billion worth of financing changes !
JI'< Rt }
! “ ‘p ' }
23 | under the Administration's proposal over the next five years. |
i -~
I Senator Curtis. May I ask a question right there?
35 i You have S.t' tabulated there, additional employer tax,
: _
ALDERSCN REPORTING CCMPANY. INC.
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$30 billion; additional employee tax, $4 billioh. The next
one is a transfer of funds. The next one is an increase ‘in -

taxes with a total of up to $35 billion. The next one is

from the general fund.
i

This last one, the $3 billion, would be in the nature
of a benefit reduction, so out of $56 billion or $59 billion,
there would actually.be $35 billion of that in revenue?

Mr., Stern. That is correct.

Senator Curtis. $30 billion of that would come out of

R

employers? “on
Mr. Stern. That is correct. .
Senator Curtis, Mr. Chairman, I think it is very helpful
to go-through these various proposals. When we get ready to

vote, I will have a coyple of thingé that I have gleaned

from all of them.

I think it is well that we. look at all of these.
Senator Gravel. We sort of slide into the $30 billion
:wover a number of years. The appropr¥ition from the general
R

“fund, under their proposal, how does that work? Does that

take place in the first year all at once?

Mr, Stern. Mostlof the money comes in the first year
because it is a payment that is retroactive to 1975 == that
is, it becomes effective in 1975, whenever unemployment is

P

above 6 percent, so they get $6.5 billion out of the $14

i ammrn e ———— o

billion in fiscal year 1978, and that i! indeed the jmost

-
~
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substantial source of money that they get in fiscal year
1978. |

Then there is an additional $4.é billion in 13794 and
an additional $3.3 billion in 1980,%and the economic assump-.
tions are that unemployment will be below 6 percent beginning
in 1981 and therefore there will be no more paymént under
this provision.
t Senator Gravel. You have a reverse scale?

Mr, Stern. Roughly speaking, about half of the "money

comes in fiscal year '78.

Senator Gravel. The reverse you have ié that you are
sliding out of general appropriations, if that is the decision
you make, to additional emplover taxes. That is on a scale
going in the opposite direction.

Mr. Stern. That is correct; as one phases down, the

other phases in,

L

~

Senator Gravel. What was the thinkihg behind that, do
you know?

Mr. Stern. Why the general fund?

Senator Gravel. Yes, why not go straight on with an
additional employee'’s tax right away rather than phasing
in and just start out with $30 billion. Then we dc_not
have to go to general funds.
There is a shortfall here that is going to take place in

revenues =-- not in revenues. We are going to eat up more

- ALDERSON REPQRTING COMPANY. NC.
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revenues than we have provision for, because the tax does

not come into being. It must mean that this is going to

increase debt.

Mr. Stern. Yes.

As Senator Curtis pointed out, the general revenue is not

A\

actually any increase in revenues to the Federal government

from the private sector.

I assume that they had in mind was to have a lower

economic impact in the next couple of years by simplyghaving

a bigger debt.
Senator Gravel.
ment.

than 6 percent,

Also projécting a lowering of unemploy~

That is what you stated earlier; they projected less

Mr. Stern. That is correct, the level of uhemployment,

would go down.

The staff has prepared an alternative for yeur considera-

tion, which is outlined on page 11 of the same pamphlet ané

to characterize it briefly, it eliminates two elements in the

Administration's proposal, the general revenue financing, the

transfer of funds from the hospital insurance program, IO

make it up, it takes the other elements of the President’s

proposal and changes the effective dats so under this alterna-

tive, you would %emcve the ceiling on annudl wages for the

employer tax beginning January 1978 rather than achieving

that fully in January 1981,

]
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Senator Ribicoff. How much does that raise?

Mr. Stern., That raises 54% billion o;rer the five-year
period, $48 billiébn. This is shown—qn the table on page 12.

Senator Nelson. $48 billion inséead of $30 ?illion?

Mr. Stern. Yes. _

Again, the Administration does recommend an employer
or employee tax rate increase beginn#@g in 1985. This would
move that up for four years so it will become effective in
January, 1981. That would.§@ an increase of a half a percent,
a quarter of a percent each'on emplover and employee.

That would bring in =-- well, in the five-year period, it

would bring in an additional $12 billion; for the four years

If we are just looking over the next five vears, it brings
in ;£ additional $12 billion.

The Administration's sélf-employment tax rate increase
under this proposal will be deferred at the same time as the
employer-employee tax rate occurred, namely 198l.

This assumes that you would accept the increments in the

employee wage base that the President proposed in 1979,

181, 83 and '85. We assume no transfer of fundings from

the Hospital Insurance program. All of the funds that you

4

gain by raising the wage base --

Senator Ribicoff. What would that bring in, number 3?

How much would.that bring in?

4
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Mr. Stern. The self-employment tax?

Senator Ribicoff.

Y¥es.. L. -

-

That would bring in $1 billion compared -—

cr o Mr, Stern.

well, the increase in the wage-base for employees would bring
in $3 biilion as under the Administration bill, and as I
mentioned, all of the additional funding that you would get
out of raising the wage base would go into the cash benefi£

program, not into the hospital insurance program.
.‘; .

Senator Curtis. Increasing the wage base on emplgyees

would bring how much?
Mr, St%rn. Would Ering in $48 billion.

Senator Curtis. $48 billion, and that is a tax deéuctioqi

to the employers? -

Mr, Stern. That is correct.

See»
-

Senator Curtis. It is a tax deduction. Has anybody ever

figured out how much of an ihcrease in corporate tax, that
would be equivalent to what kind of increase in corporate
tax?

Mr. Stern. We have asked the Joint Committee staff what

they thought would happen if the tax were applied. Their
assumption is ~- the question really is how much of the
increase is going to be absorbed by the employer. Their view

is the employer increase would be passed along in the form

of higher prices, and therefore there would be no loss in

general revenues.
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The Treasury Department took the view that the entire
increase would be absorbed, éo that gives you the whole range
that you should apply. That is the difference between the
Joint Committee staff and the Treasury Department.

Senator Curtis. Whose guess was that, that employees
would pay it all, would absorb it all?

Mr, Stern. The Treasury Department. That is to say,
would absorb it all and therefore deduct it from taxes.

Senator Curtis. If it would not be confusing, I would
guess if they find the money and it would not cost anybody
anything.

The Chairman. It is ridiculous to assume they are not
going to pass it on to the public in the price of the product.

$ A

As far as the employers are concerned, that is a sales tax,
4

v,

a value-addedyéax, by payroll.

§ have had many businessmen from sawmill operators on
up say if you levy a flat across-the-board tax on me, whether
I make a profit or not, as yéu do with the Social Security
tax, I can pay it if the ot%Fr guy can pay:it. We both have
to pay it, It does not either help or hurt my competitive
position, compared to the other guy.
I will just havd to add that to the cos; of my doing ,r‘

buysiness, so will he. Nobody but an idiot would keep doing

business at a loss, so you design it to the cost of doing

business and add on.
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eliminate it.

(X

»

It seems to me that that is the way to do it.

Mr. Stern, If you loock at the series of charts, number

that is before you, if you look at the top;¥you will see a

-

comparison between the Administration's-proposal and the

alternative in terms of the balances in the trust fund. You

can see they are very close for the next five years. After-

wards, since the tax rate increase goes into effect earlier

2002 (282) S54-2345

in the alternative, it raises somewhat more.

7

Vs

Senator Curtis. Does that give credit, in that chart,

for the counter-cyclical transfer of funds?

Mr. Stern. That is correct.. It is taking that proposal

at face value.

=

Senator Curtis, Then that position of the government

in toto is probably better under the Chairman's proposal?

REPORTERS BUTLNDING, HASHINGTON, 0. C,

S.W.

Mr. Stern. Under this alternative, it is all additional

money to the government, no transfers involved from the

Oi)auuo’i:

hospital fund or general fund.

ana TTH STKEET,

N

The Chairman. The only thing that bothers me about

the Administration's proposal, it is not easy to find enough

taxes to finance this government, but I am sort of proud of

the fact that this Committee has been willing to raise the

taxes to finance the programs that this Committee is entrusted

- .

to handle, Social Security being the prime example.

1~
N

i 9

[¥3

Now to start this thing with the program that the Finance |

ALDERSON REPCRTING COMPANY. INC.
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1 Committee itself has entirely within its jurisdiction in both |

the money-raising and the spending, to start the precedent of

[

ki having that program financed by the Federal Reserve printing

press, to me is kind of ridiculous when this is one program

e

tn

where you can get the vote to raise the money to pay for it.

»

REPORTERS DUTLDING, WASHINGTON, B.C. 20024y (202) S54-2348

5 And if this Committee cannot muster the votes to do that,

7 it seems to me we are jist not ub to whiat the countrx?has

3 a right to expect of us., We have the pctential to do it.
’

9§ ‘The only thing that would stop us from doing it is people
10%' trying to pretend that you can ﬂ%ve these benefits without
i
| paying for them. ls
17 Of course, in the shor;-run you can finance yourself
13 with printing press money. In the long-run, the money will
‘4' not be worth the paper it is printed on. I do not know why .

s} we should get into this type of thing with this type of

program when we have as much support for the Social Security

¥

|
]7} . Program as anything that the government does.-
! i
If you cannot find the money to pay for it, you cannot

“

‘9{ find the money to pay for anything, it seems to me. All we
I

300 7T STREET, S.M.

have to do, by my thought, is say, well, you want to raise

21; that tax? Okay, instead of doing it in three steps, do it

EIT 1 in one.* You do not use the printing press money.
Y= !
23; Senator Bentsen. I understand taking the ceiling off
: : L 4
5 g the employers results in $48 billion, is that correct?

; Mr, Stern. That is correct, over a five-year period.

1 1S)
tn
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Senator Bentsen, Over a five-year period.

What does it mean in the first year?

Mr. Stern. In calendar year 1978, that gives you $6.6
billion, of which $2.5 billion aécrues in fiscal year 1978.
When you take the ceiling off, you g€t almost all of your
money, ox a very large preponderance of yﬁﬁr money, in the
fourth quarter, because in the first quarter, not many people

make more than $16,500 a quarter, éﬂgzsame thing is true of

-

the second quatter.

2]

Then you pick up a fair amount in the third quarter,
most of it in the fourth quarter.

. Senator Bentsen. I am trying to determine the impact
in that period of timg, that is all, Mr. Chairman, to try to
get a feel for it,

The Chairman. It would hardly impact at all for the
first six months of the next year. It wguld not impact this
year, it woﬁld not impact for the six months of the following
year.

If all of these thingswe are doing are going to do any
good, we should have the economy rolling by that time. ‘i

Senator Bentsen. You are @ot impacting in the first part
of next year. Most of it phases in later. That is what I i
wanted to be sure of.

Mr, Stern. That is correct.

Senator Bentsen. This is five years?

é

ALDERSON REPORTING COMPANY. INC.
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Mr. Stern. When we are talking about $48 billicn, we
are talking about five years. Each year the impact is toward

the end of the year.

Senator Nelson. It will be about $3.5 billion per year

'

average on the employer.

Mr. Stern. No, it will be more than that. It would be
»
more like ==

[ ] L

Senator Nelson. I mean, between the $30 billion, betwein
the phasfi-in by the Administration which is $30 billion and v
the $48 billion, there would be an additional $3.5 billion?

Mr. Stern. é&here would be an additional $6.6 billion in
1978, because they have no increase in '78. Then, in '79, an
increase of $5 billion or so.

The Chairman. I think we should give as much flexibility

as we can in this arei. What we should be do%ng right now,

-
until thi? matter is resolved legislatively, what is sthe best

flexibility we can give ourselves on +he Social Security tax

ﬁroblem?

Let ﬁe ask you, budgetwise, does it help the budget if

we did assume that we are just going to take the printing press

money approach? That does not reduce the overall budget |

&k

deficit, does it? ‘ i

Mr, Stern. No. That does not affect revenues; it does i

; not help you an&.

Senator Curtis. Mr. Chairman, if I may ask a question, -

ALDERSON REPORTING COMPANY. INC.
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1 before vou came in, I very much approved of the procedure :
. 3 here that we go through and refresh our minds on what the
3 Administration recommended, and the staff's and your proposal,
. &i and then I have a couple of sug;estions that I would lay before
f:’ 5 the Committee so that we can look at them.
é 4 You have had notice, s'o before we start to Vote,iI
é 7 would like to present them. N
:;3.: 3 Senator Nelson. | Let me ask a questionon that.. Are you
i 9 assuming a mark-up of _the bill in the. next two day‘s?
::A)- i g | Senator Curtis. I do not know about that. What I mean,
j ; . ! arriving at a tax, we have worked on something that we would
o § 2 like to suggest.
‘"’ :-_;: 1 Senator Nelson. You said the vote. T-hat is the reason
\ : g y I raised the questicn.
= é s Senator Curtis. I mean before we arrive at a d’ecis:i;on.
o % s ; The Chairman. Let me tell you a thought that had occurred
z ‘: i’ E to mg-y One, thif Budget Resolution does not 'ha’.ve to be agreed{
:E; . to until September 15th., Two, I think that it would be well ::
z 9 that that budget, Second Budget Resolution, be in piace when {
. % 2; t}ﬁ Social Security bill com&e's up, especially if we are going %
. to try to raise the money to 'j_:ay for benefits, because if :
62%%22 ] the Budget Resolution is not in place, then all of these }
o= | {
- i Senators, and some of them have some very attractive amendment‘
. o " that would spend a great deal more money and will come in, as :
I anticipate, and have amendments to spend more money as fast '

.
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aé we can print it over at the Federal Reserve, or raise it

. » ,
with taxes. .

If we bring it in after the Second Budget Resolution say,

B all right, this is the bill to pay'for the deficit in the

fund and this thing is in the Second Budget Resolutign, then
I would think that the Budget Committee would block us because

]
g -
* we cannot do it at this time, we do not havé?%he money to do

»
it. It is not in the budget.

That would help us to hold the line on the amount of
spending that we are.anéiéipating.

I do not know of any more appropriate use of the budget
process than}to take advantage of it just that way, to say,
look, this is to cover what we anticipated was going to be
done and this is what we have the‘poney to cover, If the
budget process works, having raised the money to eliminate the
deficit would do exactly that, rather than to pay for addi-
tional benefits.

In the alternative, somebody has to find the tax to’pay
for it, As I understand it, if someone wants to offer an
additional benefit, he would have to be out of o¥der 'unless he
would have a tax on there to pay for it. Is that not right?

Mr. Stern. He would be out of order in any case, éqén
if he offered the tax to pay for it. That has not been the

usual practice ip the Senate anyway.

Senator Dole. You mean offered to.pay for it?

ALDERSON REFORTING COMPANY. INC.
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Mr. Stexrn. That is right,

The Chairman. At that point, if he wants to put these

-

new benefits in, he would have to amend the Second Budget

Resolution?
Mr, Stern. That is correct.
Senator Dole. Mr. Chairman, that does not prevént someone

from going to the Budget Committee sand trying to take care

>

of their amendments in advance.

The Chairman. They have a right to do that. All I am

-

saying, that with a measure like this, as you know, we could
take a big Social Securitf tax up ézere and pick up Sle\
billion worth of goodies on the Floor. If the Budget Resolu- i
tion was in place at that point, we would not have that to

contend with.

Senator Bentsen. Let me u¥derstand you, Mr. Chairman.

You would go to the Budget Committee with what we are proposing
ahead of time to get it in the Budgef Resclution aﬁd ;hen %;
we would bring up to the Floor after the Budget Resolution, é
the Second Budget Resolution was in effect? Is tha§ it? §
% The Chairman. That is what I am thinking. You see, i
there is no way that we can agree on what that Social Securityg |
bill is going to be today and even if we did, we could not :

bind the House by it. We could come a lot nearer knowing what

we were going to recommend by September 15th.

While we cannot give them the last word on what is likely

o
ALDERSON REPORTING COMPANY. INC.
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to be-:the<case today, by the time the Resolution is agreed

to, we might be able to., If we did that, we would be in a '

position, if the Budget Committee really goes along with us,
which they probably would -~ I would assume that they would --
we would be in a position of supporting a responsible approach
that would have the acquiesence-of the Budget Committee and

I think their support.

- ]

We could avoid that for which we are sometimes criticized!

of loading a bill down with all sorts of things that cannot
possibly survive in Conference. If it did, it would be
very irresponsible to load $15 gillion of additional spending,
for example, on top of the Social Sgcurity bill. I have seen
that type of thing happen.

Sgnator Dole. It would be a géod escape hatch for the
Committeg, too. .

The Chairman. The whole idea of the budget process i

was to decide in advance how much spending we are going to™

’
7

do and then hold ourselves to it. . ’

Senator Bentsen. I really think that that is accomplishing

thesobjectives of the Budget Committee and the Budget Resolu-
tion. I think that is verypmuch attuned to it.
_ N
Will we not have had to have made some decisions in this

Committee to try to strucipre the Budget Resolution to take

care of what we have to do? Is that not what you are saying?

Senator Long. I think so. It seems to me about the .

-

-

ALDERSON REPORTING COMPANY. INC. ‘
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ak

best we can tell the Budget Committee right now is that—we
have. conducted hearings on this bill, the Fouse has conducted
hearings. The House Committee has not acted and our Committee
has not acted. Both Subcommittees have conducted the hearings
on that side and this side.

The House Subcommittee has done some mark-up worksbut
they have not reported to the full Committee, and even when
they get through, we do not know what they are going to
recommend over there. We will kJQW‘in a.&hw days, I guess.
We should.k§qw by September 15th.

Senator Ribicoff. Mr. Chairman, before you and other
members came here,‘in your absence I propésed, and the Committe

L]
adopted, an authorization for you and S?nator Curtis to comply
with the request of the Budget Committee that you have to
.

submit your estimates within the next two days, to give you

the authority to do the best you can without consulting

@
with one ancther, what it looks like to you. You can amend

it later, but you and Senator Curtis do have the authority of

the Committee to present that.

The Chairman. Assuming we do, but I think by September

15th, we should be able to give .a much better guess.
Senator Ribicoff. You do"have the requirement for the

next two days. Then vou can amend it, I éan assume. f
Senator Ne;son. You can give them what the budget

f
- implication would be of the Administration bill, what the

-
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budget implication of the short-term alternative on page

1ll1. So I suppose that may'be reséonsive to what they are
asking, but I agree with the Chairman that we are in a much
better position some time in September to'give them a firmer
figure.

I could, if I had to, vote right now on t@e package that
would finance it, but even though I sat through the hearings
and have gone through the papers, I would hate to do it,
because there are still some unanswered questions in my mind;
but"I have been hoping that we would go through the sxercise
here of locking at all of the alternatives, including that
Caxrl may have something that everybody is interested in,
maybe somebody else. And during the recess, everybody has
looked at all of the alternatives and ways of”fihancing
and we come back here and sit down in one day, if it takes
all da&, and mark-up a'propcsal and vote it out.

Senator Bentsen. The only thing I am concerned about, _
a lot of times we get a good deal of editorial comment out
of the Bfget Committee as to what in the hell we are supposed
. to do, and I hope we can‘structure it a little ahead of
time where we are influencing how that is done instead of
theig trying to direct us as td how it is accomplished.

Senator Curtis. May I ask of the Chairman, we really
have two propositions before us. One is how to cooperate and
comply with the Budget Committee and it is my understanding thétv

i

ALDERSON REPOQRTING COMPANY. INC.
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the Committee will not have to arrive at a Social Security
tax decision until some time later, or that you had in mind
that we can attach it on to 7200.

Can you throw any light on that? .
' ]

The -Chairman. I have been thinking that.perhaps we would

just put this on 7200 and bring it on out.

“ - L
4

Thagt may be thet
thing to do.

The more I loock at;it, the %ore I f£ind myself thinking
that we age not going to be able tcrao E&is until the House
takes a position with regard to that tai} so. it may be in the
end that they may want to insist on sending that bill to ug
and letting us, if we want to amend this bill, or 7200, do
it that way, rather than the other way around?

I do not think that we can anti¢ipate passing what this
child bill, this welfare bill we have here, between now and
the recess. I think it might bg just as well to bring these
both on together,

The one reason that I say that is the probability the
President will sign the Social Security bill aﬁd you would
have a better chance of getting the Moynihan amendment, for
example, agreed to, if that were attached to the Social
Security bill instead of the child adoption billﬁ

Senator Dole. Are there any deadlines for 72002 ,

1
Mr. Stern. There are some October lst deadlines. I am

not sure that there are any before then.

ALDERSON REFPORTING COMPANY, INC.
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The Chairman. I think we could act by October 1.

Senator Curtis. Whenever you are ready, Mr. Chairman,
I will tell you what I have, Have yvou finished?

Mr. Stern. The one thing we did not mention, we have a
somewhat different suggestion to handle this equality of
treatment of men and women. We think it is a little simpler
administratively, but thagzis a very small part.

' Senator Curtis. Not a big item in the financing?

Mr. Stern. No. “

Senator Curtis. I have two papers here, Mr. Chairman,
one pagé, and I would lfke to have the apportunity of going
_over both. There may be something in here that wouid appeal
Lto the Committee. It is two separate proposals; they are not

combined.

Vhern you get them disgfibuted, I'will.briefly go over
them, Here is what we have. This is labelled "The Myers
Proposal” and "The Two-~Year Plan." Actually, the Myers
proposal has a modification. It is not exactly as our former i
chief actuary prescribed it, It varies in one. particular.
We will look at the Myers:proposal first.

He recommended one-~half of 1 percent on employer and
employee, to go into éffect next year. The Myers proposal
and our two-year proposal is predicated on this plan.

That, we stase with the conventiona% way of financing Social

Security, so that the recipient and people who expect to be

ALDERSON REPORTING COMPANY, INC,
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recipients, will have the knowledge that they paid, that it

¥

does not have welfare aspects, and not on;y has he paid, but
the employers all over the country pay half and employees pay
half., So it is in that ballpark that we worked that out.

Now, raising -- Myers suggested a half a percent on
both. If we took .3 of 1 percent in calendar '78 and then
the other .2 percent for '79 over a five-year period, that
would bring in $51.1 billion.

The self-employed rate, if we made that one and one-half
times the employee’s rate, would bring in $750 million. The |
dependency test -~ and is that not similar?

Mr. Pritts. Mr. Stern was getting ready to explain that.
It is similar to the staff proposal.

Senator "Curtis, Now,wtge decoﬁpling. The decoupling is

the correction of the formula that reads down into the future

that is going to give us some trouble, because people wi;l be

drawing greater benefits than their wages.

Actually, Robert Myers proposedkf,differént type of
decoupling, but this price indexing would be less expensive,
or it would save more money, but eit:-rwm‘ﬂdz- stil; guarante:) that
benefits woulE be increased according to the cost of living,

and, as you will see down below, that totals up to $51.1

billion,

4

Across on the righthand side is the net increase in the

trust fund. The first year, we would not have an i%crease in

ALDERSON REPORTING COMPANY. INC.
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the trust fund. Now, we have about a $6 billion deficit.
We would cut that deficit down to $1.8 billion.

In '79, '80, '81 and '82, w; ;ould increase, have a net

increase in the trust fund. Now here, or below that, are the
a

assets at :he end of the year., We will have $35 billién this

year; it will go to $33, $36, $40, 844 and $47. Assets at

the beginning of the year as a percent of outgo. In other

words, that would stabilize it.

If you include this in th; other increses built into the
tax this might take care of it for several decades. I recall
somebody said in there, thirty years. »

At any rate, you would have a fairly gooﬁ idea of what
is going to happen to '82, p

Now, if I may direct your attention tu the wo-year plan =<
incidentally, other members of the Minority side may have a

proposal or variation; I do not know. After all, when we

deal with these people back home of, how about my Social

Security and they know we are running better than a $6.5 i

There are those who believe, with good cause, that

some very mgjor changes have to be made, that we ought to :

bring Civil Service in or any of these that run into quite
a few billion dollars in revenue. Obviously, we could not §

do that im the next few years, so in order to preserve options,

we have taken the same principles as the Myers proposal and

ALDERSON REFORTING COMPANY. INC.
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this is based upon the idea that a recipient can have his
bemefit in dignity under the traditional plan, that it is *
not deficit financing, somebody has paid all of it. EHalf of

the burden has been on employers and employees, so both of

them followed that.

Here is the two~year plan. We could increase the tax rate

on both by .3 of a percent; on a $10,000 wage, that is $30 a’
year. That is all on the employer for the next two years.

The reason we put two years is so that the issue would

- becoming before the Committee two yegars from now. We have

to do éomething this year. Next year, everybody will be in
a hurry because of the election. That would bring in §11
billion, and the self-employed, same th'%ng there and the same
for the next two items.

Below, our estimafe is, in what we propose here,;and
thése'extra,thinQSWhich are really not in controversy but
applying a ,3 percent tax this vear. In '78, '79, we would
have a net addition to the revenue of a total of $5 billion
the first year, $5.9 billion the next’year;

The net increa;e in the trust fund, and I want Minority
staff to correct me, w; would not put the trust fund in the
black but we would reduce the deficit to $1.8 biilion the
first year, $1.2 billion the second year.

Am I stating that correctly?

Mr., Pritts, Yes.

-
ALDERSON REFORTING COMPANY. INC.




%

e

4
)

00&3&)0’):1i’;.§

Lz 100 7T STREET, S.W. REPORTERS BULLDING, WASUINGTON, P.C, 20024% (202) 554-2345

B S P R TTPYS

» D390 93%02 60
' 1-34

Senator Curtis. So that %hat we would do, the assets
at the end of the year under this two-year plan, '77, is going

-

to be §35.6. In '78, it would be down tom§33.8; in '79,
$32.6. Not a drastic reéuctiqn. . B -
It would go from 36 percent to 31 percent.
Now, Mr. Chairman, as I say, I am offering this as an
individual because others may disagree with parts of it.
When the Committee gets ready to make its decision, I mé& have
a little more to say about this, becaus;YI feel very strdngly
that here is a situation where!:thewsmartest politics is a job
well done, and I thin£ there‘*is an uneasiness over the
country about Social Security and its future. I think any
innovation is bound to run into some problems. It may be

P4

shocking in its impact on a few, but it iéggo much a part of
our life here, and people know if their utility bill hasgto
be raised, it has to be raised. They are realizing these '
cost problems more than anybody eilse.

I think that we would meet with more public approval
on one,where we take some of these smaller things that are
necessary and héve a 43 percent raise for a couple of years
so the matter- would have further attention, or take a litte
longer, .3 the first year, raise it about another .2 of a
percent the next year --

Senator Dole. You do not change %he wage base?

Senator Curtis., No, because it goes up automatically.

ALDERSON REPORTIMNG COMPANY. INC.
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That could be done, because in my two-year plan, I do ‘
not wipe out the deficit. 'I think that the people in the E
country understand that the Social Security fund is short
and they know, regardless of what we put in our speeches,
that we cannot lower benefits and we do not want to, and they
know the Qn%y way to get out of such a hole is going to cost

Kk
more money. '

Senator Nelson. This is a minor point, Carl. Is not
what you have tagged the Myers Proposal_actually a price
index proposal, Hsiao? ~

Senator Curtis. That is correct.

Senator Nelson. Myers is one, I think, who tried for

alternative wage indexing,

Senator Curtis. I think Myers'would have raised the

tax in one jump a half a percent. ‘We- proposed here .3 of a

percent the first year --
Mr. Pritts. 'He would do it the same way.

The Chairman, All right. Let me get one thing straight

about all of this.

Let me see. What is the current rate of tax? What are

i e e o s e e A b4 e Mo

they paying right now?
Mr. Stern. The current rate of the tax is 4.9 percent
! in the cash benefit program., When you add hospital insurance,

it goes .to 5.85.

The Chairman. 5.85., So you would add something like .3

ALDERSON REPORTING COMPANY, INC.
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or .5, depending on which one of these approaches?

Mr. Stern. It is my understanding when that is the
combined rate, when Senator Curtié talks about .3 of a percent,
he means one and a halftenthg percent . on employers, one
and a half tenths of a percent on the employees,

Senator Curtis. No, .3 of a percent on each.

The Chairman. Then you wouid be up to 6.15, or if you
went to the 5, you would get 6.35. You would raise the same
amount, would you not, by raising it on the employer? -~

Mr. Stern. In the alternative, if you do not change the
tax rate until 19281, so you simply applied the 5.85 percent
against the total payroll instead of the 1977 --

The Chairman. You would aéﬁieve the same result as .5;
that would raise $9 billion ~=- is that right, about $9 bil-
lion?

LY

Mr., Stern. In the first year, $6.6 billion, then it goes

on up after that.

The Chairman. The full operation would be what, $9
‘billion?

Mr. Stern. By 1981, it is actually $11.4 billion.

By 1982, it is $11.4 billion.

T e v S e et e et o e b e 0

The Chairman. You would be in somewhat the same ball-
park if you used this other approach, when we have an Exequtivé

Session on that particular thing.

Senator Curtis. I just wanted to throw it in for

-
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consideration. Someone may want to come up with a variation. :
i

The Chairman. I am ‘glad you did.It gives us a chance to thihk

)
about it and consider the relative merits of the suggestion,

along with all of the others. 2

Senator Curtis, What this amounts to, what I have
in&ccura&elyvlabelled the Myers Proposal, thg.first three
items are Myers', four is staff, and five is the other
gentleman, Hsiao.

Senator Nelson. On decoupling?

Senator Curtis. Yes,

Senator Dole, Have we agreed we are not going to dip '

into general revenues, or we have not voted on anything?

The Chairman. We have not.

Senator Dole. We are sort of agreed on that, are we

not?

Senator Nelson. We have not found anybody in favor of

o nm B e b s o

-

that yet, so I do not think the Administration has the votes

for that. ¢ ;
. © i
The Chairman. Right now, we are acting like people who

are serving on six year terms.

I do think we jave the potential of coming out with a t
i

good bill,

Senator Dole. If we are not looking in terms of revenues,;
it is just a question of working out some arrangement..

The Chairman. Have we concluded the study of this Budget -

ALDERSON REPORTIRG COMPANY,INC.
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Committee matter?
: Mr. Stern, Before you came, Mr. Chairman, the Cormittee
agreed to delegate to you and Senator Curtis =-

Senator Nelson. Is there anybody here who is in favor
of the $14 billion transfer and the back-up of the general
fuﬁd when unemployment goes above 6 pércent?

Tgé Chairman. I would just as soon have a discussion
on that so we would know, because it might help the House
Committee in their judgment of thisrmét£er. I personally

»

feel that we have the capability of raising the money to

finance this Social Se?urity program, we ought to do it that
way. A -
Senator Nelson. I am opposed to it, unless there is not
any altérnative. I told one of the'Administration spokesmen
that I have not heard anybody‘yet on either side of the aisle
who was in favor of that, and they did not faint. I do not
think they are going to get that.

L2

Senator Talmadge. Would the Senator yield?
~a
Senator Nelson. Yes.

Senator Talmadge. I do not know what we gain when we
recognize the fact that we have a Social Security deficit,
we have a general fund deficit. You gain nothing by adding
to the deficit of one by trying to put it in the other.

Senator Bentsen. Mr.':Chairman, I share the view that

we ought to have the discipline of having to raise the tax

ALDERSON REPORTING COMPANY. INC.
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i | and not take it from general revenue. I think that is the '
. 7 unanimous view.
3 Senator Dole. It is just a matter of getting together
. 4 on how we do éhat.
‘;3, 5 | The Chairman. That is right. It seems to me that, as
% 5 i far as I am concerned, I am inclined to like the idea of just
g P moving those dates on the Administration'’s record along what
é 5 Senator Curtis has suggested, or the Myers suggestion, which
- f 9 ever one you make it, . —
v i 10 I would prefer that. 4f you are not going tc do it i
u:. é i precisely the way I would recommend it, I think the last thing
~g g 2 | I would put on the list would be the idea of just telling the
‘3 ’5::: 3 | Federal Reserve to print the money.
Z f; " } It seems to me that the country has a .right' to expect
»3 ::-E s i fiscal résponsibility of us here, ‘and that ought to be the o
1 g s i last pesort. If we cannot do it any other way, then perhaps l
< : . : we ought to ‘consider, or tell the Federal Reserve to pay it, ;
Ibi- 3 pass the buck to them, !
; i s : lgut if we sit fast and say we are 'noft going tc do busines%
. % 20 that way, I think the most timid sﬁoul in that Senate, rath:r !
51 : than seeing people do without Social Security benefits, wo'uld S
."’« ’;\:P iy I vote to pay a tax in order to finance Social A'«Security
7S Nl . i
- ' benefits._ : ;
. . ; We have, I think, a better alternative available, more
! than one, we have two or three different way. I would be willing

ALDERSON REPORTING COMPANY. INC.
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to value any one of them.

The suggestion of Senator Curtis *and Senator Danforth --

L]

he has a far more imaginative way. I might be willing to
“
vote for it if he is willing to take 100 percent credit for

it and name it the Danforth tax to pay for it.

Senator Danforth. Mr. Chairman, is this an appropriate

time for me to make some comments?

The Chairman. Why do you not go ahead and tell them how

you think it should be done.

Senator Danforth. I am prepared to let it be named:

after the Chairman of the Committee.
First, I would like to make some comments about the
proposal to eliminate the base on the employers and some

problems that exists with that.

First, if you eliminate the base on the employers, the
burden of doing that will not fall evenly on all employers.
It will fall most heavily on businesses with relatively high

numbers of technical or highly paid professional employees
*

and ?n more educated, skilled workers and on people who have

high seniority.

For example, medical offices, doctors' offices, it is

-

estimated that the increase in the Social Security liability

as a result of eliminating the employer wage ba;e would be
2 60 percent increase in Social Security liability. 1In

[}
construction firms, it would be 14 Fercent. In mining and

PALDERSON REPORTING CCMF’ANY. INC.
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durable manufacturing, 14 percent.. Wholesalers, Social
Security tax liability wbuld be increased to an estimated
24 percent.

One consulting firm has estimated, and it has.SOO
employees -~ this consulting firm has estimated that whereas
it now pays $384,000 a year in Social Segurity taxes, its
liability would be increased from $380,000 to $867,000, or
an increase of $487,000 by eliminating the base on the

emplover,

Senator Curtis. You are eliminating the ceiling, are

you not?

Senator Danforth. Eliminating the ceiling on the base.

Inyﬁirginia, a commilnications.firm with 55 employees '
has estimated thaé it would ?nc*‘ aﬁ 82 percent increase in
the Social Security tax liability as a resulf of eliminating
the ceiling on the employers' wage base.

Also, it should be pointed out that eliminating the base
will have an effect on the state and local governments and

- A
on nonprofit organizations which are uuable to pass on the

effect of the tax to customers. The effect on local govern~
i
ment can be demonstrated by some specific examples. i

In Harris County, Texas, the estimated increase in Social !
i,

Security tax liability would be 14 percent, or $244,000

over last year's Social Security cost.

In Milwaukee, it would be just short of an 18 percent

ALDERSON REPORTING COMPANY. INC.
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1 increase, or $724,427 dollars.

~y

In: New York City -:- and this is the projection in the

-3

President's proposal for a staged lifting of the 1id off the

o

base == it would cost an additional $40 million to $51.8

ki)

million, depending on where it happens, to salary increases
-

O~

over the period of time, over the next three years in New

7 I York City.

So it could have a very substantial effect on local

20024 (202) 554-23u48

.3 goveinment, which, as a Constitutional matter, are able to

10 I opt out of the system, and it could backfire on the system
2 Educational institutions, colleges and universities,

-+
13 which are having a very difficult time typically in meétigg

’ .
1+ || their budgets, the estimated increased costs in Social

{5 | Security liability for colleges and universities is 17 percent

REPORTERS BUILDING, YASHTNGTON, D, C.

15 | @s a result of eliminating the 1id on the employer' base.

Also, there is a cost to the Treasury itself in that

employers are entitled to deduct the cost of. Social Security;
~and it is pretty hard to get figures on what the effect of
the increased reduction of Social Security taxes would have

- ]
on general revenue, but the Treasury has estimated to my

0

staff that there would be about a $20 billion loss in revenue

= i

| as a result of lifting the 1lid.
W

3
[ )

I agree that we are going to have to do something, but

")
EEN

|18}
in

anything we are going to do is going to be unpopular, and

ALDERSON REPCRTING COMPANY. INC.
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theréfore,it is simply a question of what we do and how

unpopular it is éoing to be.

™~

1 So my suggﬁsticn ~- and I have tried it out on you,

Mr. Chairman, and I have tried it out on others of the

113

= 3 Committee as a sort of trial balloon -- and there is a lot of
é 5 lead in this trial balloon, so unless I get a little emnthu=-
é 7 siastic support from some quartergf I am just gping toc throw
é 3 it out and-drop it -- -
g R
f'N ;{ Senator Dole., Do not drop it near me.
10 Senator Danforth. Senator Dole says that we should try

. this out on a Friday and then leave town.

I think we should bring Federal employees within Social

i2
{ 3 Security'and I think we should do this in a way that obviously
. you should not take away the vested'rights in their existing
-8
s pension programs, but I think over a period of time, beginning
30 ]
1’2 on January 1, 1280, so we would have a starting time to get
. : : :
; “i ready for it, we could sta¥t having a double-track system for :
7 - H
- i , , : !
3 3 .Federal employees so, like private employees, they would be ;
f, s participants in the Social Security program and would also g
£ . have a pension program to cover the system. There would he I
b= é
. no loss in benefits under this proposal for Federal employees.?
<= 2 i
' ‘\:*w . . . . . :
’<j;§§ an It would be simply a mounting of the present Civil Service !
= A ;

pension program on Social Security and it would produce, if :

159
[ )

that would be done on January 1, 1980, it would produce,

"~
Ny

during this five-year period that we are talking about, which

3

W
“n

z
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ends in 1982, an.§stimated $18 billion of additibnal revenue
for the Social Security trust fund increase. )

My second proposal is that we levy a 3 percent surtax
on corporate and individual income taxes., ' That would produce
$43,1 billion in revenue.

Why do I propose a surtax on the income tax? BecauseL
somebody is going to have to pay the cost of financing Social
Security, and if you éo it by raising the Social Secur}ty
tax, the people who pay the cost are the wage earners below
the base, That is, itfis a very regressive way to do it.

If 3du do it by raising the base, the people who are
stuck with the increased cost are people between the old base
and the new base, namely people, say in the $%p,000+ range,
That( again, I think really hits people who are really not in
a ve;y good position to pay the cost.

But if you put a surtax on the income tax -- I know the
income taxes are high enough now -- but if you put a surtax
on the income tax, it is the most progreséive way to raise
the revenue. It puts it on those who are most able to pay the
tax.

As I say, if you did that, you would raise $43.1 billion

which, together with bringing in Federal employees, would be

$18 billion. -

Senator Curtis. What percent surtax?

Senator Danforth. 3 percent.

*

ALDERSON REPORTING COMPANY. INC.
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1 That is my idea. I have tried it out in private, and '

I did get an enthusiastic welcome theﬁi but I do feel obligated

1~

v 1 to do it now, because I really do not like the idea of lifting

-

¢
the lid on the employer's base for the reasons previously

g 5 stated, and I think that this is a more equitable way to
é 4 accomplish the unpopular result of raising revenues.
L]
§> 7 Se?ator Ribicoff. Mr. Chairman, this has been a very
té 3 valuable session, but are you not }n a situation, as I listen
i si to these comments -- and manf of tﬁem are very constructive --
g i
: 'm % that more or lgis we are being faced with three different
:: § f!% tax programs in the next three months: Social Security, -
“ § ﬁz% energy and the so-called tax refcrm; and will there not be
3> % 1°2 some interconnection of the impact of these various tax
g 7
:z % ,‘% programs on the economy as a whole;léhat money we are taking
pae ;. 1s§ out of the .general, private. sector. .
o % Jéé So I think we have a very, very tough job ahead of‘us
= j' - g and long-range, it is not short-range. Maybe Carl is right. :
§ 8 g Originally when he talked of two years, I did not think of 3
i s l it. As I am listening to all this conversation, it is a
% ” E coordination from the timing standpoint.
21% When is the last time we will have an opportunity to do %
et :
zﬁgé;;ﬁﬂ ! something with Social Security, sometime in September? f
Y=o 7T

The Chairman. They are going to be up here with the

welfare reform plan, they are going to be up here with the

° +

tax reform bill this year. Obvioisly,.unless the Congress is
’

i ALDERSON REPORTING COMPANY, INC.
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1 geing to stay in session until January 1, we are not going ;

~

to be able to act on those. We are going to have to come back
k§ and work on those two th%pgsinext vear. b

The President is doing the best he can, a man who came

’A

iy

from Georgia, he came here and took over all of the complex-
é ities of this nameless bureaucracy in Washington and learned

7 day by day more than he knew when he came here. There is

[ }]

nothing new about that. I have been around here thirty years;

3 I learn something new every day. The same thing is true for

REPORTERS BULLDING, WASHINGTON, N.C. 2a024 (202) 554-234§

0 0004 dl'g i oo oo

a1 The people over there in HEW are trying”to convince +he

DN\

rﬁ\\@tﬁf?z
= -

10 him, : .
*
Now, he learns a lot faster than I do, I supposa.. He
i2 || ghad a news conference and said he did not see why a tax reform
13 bill-needed to increase the deficit. I think that. the«people
4 in the Treasury now have convinced him that there is no doubt
135 about it, if you are going to pass a major tax reform bill,
16 1 1t is going to increase the deficit somewhere between 312
s 17| and $15 billion.
é 1a -Now I think the President now understands why they think i
= !
oy . i
=z 19 || that. So there is a $12 bil%ion item we have not talked |
-§ 70 || about. |
I
i
1

President that if he wants to do something in a significant

]
!
way about welfare reform, that is going to cost money. The ;
i

)

President did not see any reason why you could not get rid

of a lot of needless cbmplexity and confusion in the welfare

N
"

»
[¥1)

e}
[ )

% i
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program and do some of the things that you and I would advocate
about reducing the number of people who should not be on the
rolls to begin with and finance it with existing.- revenues.

I think they are beginni%g-to convince him that that is‘going
to cost money.

Now, the health program will cost money. The cheapest
version down there is the Long-Ribicoff bill -- the Long-
Talmadge-Ribicoff bill; Herman is vgry active in this health
area. That is the gheapest entrant in the whole derby,hand
that starts out with about a $10 billion cost. I know it
will cost mdre than that, because history shdws that the cost
of these things always winds up beiﬁg more than we aﬁtikipate.

I can think of some thiﬁgs that T have put on the
sEatute books. As much as I regret-to say it, if ﬁf are going
tq help the President keep all of those commitments it is
going to cost money.

4

For starters, we hav$ a simple thing here that I #hink

we have faced up to before, and that is just to raise moﬁéy

to péy for what we have right now, the existing Social

Security program. , If the President has not learned, then

I think the fellows on this Comhittee bknow it: if we startto

run. awdy¥ IIOM Jevyying the taxes to pay for these things, ' ;
. i

there is no place to stop’until you ju;t get run off into E

outer space, because you cannot do these things without i

raising the money to pay for it, especially if it is already

ALDERSON REPORTING COMPANY. INC.
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there.
So, Senator Nelson, I am willing to work with you.and

I want to work with Senator Curtis here. I do not want to

claim bomplete credit for whatever tax we do wind up recommend-

ing, that is why I told Senator Panforth, if we are going to
put this surtax on, I want to be sure that that be known as

the Danforth surtax. I do not want it known as the Long sur-

2
tax.

Senator Curtis. As I.understand your proposition, if
somebody is willing to have the tax named after him, he can
write it?

The Chairman. I am not promising to vote for it. All
I am saying is that I will be much more considerate and kind
if it is mamed after you.than after me. If you take complete
credit for it, I might be able to vote for something. Other-~
wise, I would have to hold back on the basis of saying it
did not seem like a very good idea at the time, but this
fellow was so positive about the matter that we agreed if he
would take complete responsibility, we would vote for it, or
at least we would let it coﬁe to a vote.

g Senator Danforth. It certainly sounds less attractive

to me on that basis. é

The Chairman. Can we settle some of these items here

L)

this morning?

Mr, Stern. Do you want to move on to the other bill,
A

K 4
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H.R. 7200?

The Chairman. I believe we ought to have Senator

Moynihan here.

I would ask if the Committee would be willing to vote

on these confirmations.

Is there any djecticon to Robert H. Mundheim, nominated
to be General Counsel of the Treasury?

If there is no objection, I. suggest that we vote to
&

confirm that nomination.

How about Ms. Azie Taylor Morton, nominated to be

. P
Treasurer af“the’.Uniteéd States?

Is there any objection to that? Without objection,
Ms. Morton will be confirmed.

\VMs. Blandina Cardenas, nominated to be Chief of the

Children's Bureau. Is there any objection?

Without objection, she will be confirmed.

I think you might want to ask some additional questions
of Mr, Charles Ruff, Senator Dole? - ”

Senater Curtis. I would like to see the transcripts on

Ruff. On the others, I have no objection.

The Chairman. I will be willing to vote on the adoption

and foster care services bill now, but I really think that
Senator Moynihan wants to be here.
Senator Curtis. Mr. Chariman, I have a few things to

LN

call up in connectionvwith-that. They are reforms in the

ALDERSON REPORTING COMPANY. INC. |
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i w;lfara field that the Senate passed before, but it will I
, i
. , | take a little time for each one of them. {
VI | The Chairman. Senator Dolg?
. - Senator Dole. Areiyou going to go into the scheduling
}:‘ s there?
:;- ) The Chairman. I would just like to briefly discuss
v Q
:5‘ . this matter ¢f hearings on the energy tax bill. Of course,
:'; . the bill is not here yet, but I fully anticipate that we
= :
S . , will have the contention }rtade that a lot of people who have
_: i " : a right to be heard might not be heard and that being the
— Z . ; case, I have proposed, requested of the Majority Leader,
- § . ; Senator Robert Byrd, to hold hearirfés during August 8th
O_: g I; ; through August 12th to try to get as many péople as we can ;
-~ g g ; to be here to attend thqse hearings. The attendance .wi]:l be :
i ‘é '1° : scant, but every Senator can read those hearings, and I am i
£ 5 :
z g y { sure they will read what was said by the maior witnesses, E
) = ’ i those such as Mr, Schle;inger and the"éabinct officers and
w7 - :
g»,; , the key witnesses.
g ? I would ' be willing to call those witnesses to answ'ert
§ N such questions as those Senators would like to ask, because :
< !
=% I do not want to gloss over anything that these witnesses ’
— 20
ZQ‘Z\’;:%"M ' say, but I would hope that we could absorb the benefit; of
‘ V\!ﬁ\ N : what those witnesses have to tell us during that week and makei
. :
%3 : that information available to all of those who had made other
24
. | plans so we couiZi move right along with this bill.

i 19
tn
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i
Senator Dole., Mr. Chairman, I do not object to that, but:

T think it is going to look very bad for some of us from the ;
producing states, I have threg days of hearings in Kansas

on fo;h programs that week. I am going to be out in my state,
and the people in the business‘ére going to be wondering why

¥ 4
I was not here, and I thinK it is going to be a direct

- &

reflection on those of us who are not present, even though
we may be doing other things that are totally official.

I would rather meet at night than miss the hearings or
some other time in August, bq? then you get inte everybody
else's schedule.

The Chairman. I think Senatof Dole -~ I will be glad,
to the best Qf my ability, to explain to everyone that Senators
have made plans and what their plans were, the commitments
that they are fulfilling during that week in August.

Senator Dole. 'W; are going to be accused to be off
fishing somewhere or on a junket when we probably have the
most important bhill we are going to have in the Congress
-in the next several vears. I do not care how it is explained.
It will be that we w%;e absen*, partjycularly thoses,of us

from producing states who are going to bear the brunt of the ?

tax,

I assume they are going to wonder why we were out in

 remn e

Kansas holding hearings on food prodrams when they should

have been in the Senate. Yﬁaybe not everyone has that problem.

-
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1 I do not know of anybody on this side who is going to be

(18]

here.

3 Senator Curtis. Senator Hansen clearly has that problém.

Frs

Senator Hansen has carried quite a load on energy in his
5 other committee and a producing state very much like yours,

Mr. Chairman, and he is somebody I was going to rely on.

O

b The Chairman. This Committee runs by majority rule. If
3 the majority says do not hold a hearing in August =- L

{
9",, Senator Ribicoff. If I could make a suggestion, what

10 about the other end? I could not be here August 8th to
I 12th, but if you could start it early in September,’I could
17 be here then. I would adjust my schedule accordingly.

13 The Chairman. If that is what the Committee wants to -

ta do =-

05 Senator Talmadge. I suspect that the other members of

the Committee have some engagements on the early end and

17 the other end. I am perfectly willing to have the Chairman

13 || Select any times he sees fit to during the Auqust recess

s ‘and be here on such dates as I can. Such dates as I have

;¢ | Made previous commitments, I will be absent. I imagine

51 | many other Senators feel the same way.

Senator Curtis. How many witnesses are you going to

)
(8

~
(8]

!
|
t call a day?
|
i

Mr. Stern: As of now, we have Mr. Schlesinger scheduled

"~
AN

| 19
in

5 for the 8th and'Secretary Blumenth®l for the 9th. We have not'

|
i - - ‘_J'
1
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1 scheduled anybody else because we have.just only begun to

‘ 2 get the requests, but we will perhaps schedule something-

1 like perhaps eight witnesses a day on the 10th, 1lth and

e
. 12+h. )

$a

g_ ' 5 Senator Curtis. One thing would help when we get into
; ; this, and we could spend more hours, if at that time w; would
g o shut down all of these subcommittees.- We are confounding our
é ; own problem by sometimes subcommittees being in competition ¢
. f . with each other. -
z ‘j . Mr. Stern. s of .this moment, I do nat believe. that we
o ; . : have any Subcommittee activity scheduled in September. -To
‘:'" § o the égttent that I have talk'ed to people about it, I have
‘_: é 2 i suggested that after Labor Day it would be a poor time to do
: = 12
- ‘%‘ ” much of anything. .
: - é s ' Senator Curtis. I will get in trouble here, but J would
E i g ‘:‘E' rather attend two or three night hearings after we reconvene
l oy : - i, than to stay here a week in.August. . i ‘
/ t
E a { Senator Long. Let me tell you what bothers me about %
?:v?: o that, The Senators need some time to think about the alter=~ f
. ‘;: . natives that are available to th'em and, !rankly, members of 'h

this Commii;;ee, they have great talent for coming up with !
answers to problems right before them and have a chance to !

think about them awhile.

It occurred to me that by holding the hearings early in

i August, before the middle of August, making all of tis

¢ .
ALDERSON REPORTING CO\SF’ANY. INC.
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information available to Senators, laying out as many options

as we could*put to them of different suggestions, that we

could presume‘:that their thinking might advance to the point

where, when we come in and start on September 8th, or about
three weeks later, their thinking woudld have matured to the
point that they could offer us betger suggestions than they

would if we had night sessions.

YN

Senator Ribicoff. ATong that line, if the Ghairman is

willing to assume the burden -- maybe it is going to be a

lonesome one and a lonely one --= if the members of our staff

can gét to us the testimony, the copies of the testimony

wherever we may be, to have a chance to read that and then if

they suggest questioné} if we would then, in the recess,

submit written questions to the witnesses to have them respond

so that when we come back on September 8th we will have a
fairly full transcript, submitting written questions to the
witnesses to have them respond and have it for us by the
8th, would that work out, Mr. Chéirman?

Senator Curtis. Or could we substitute next week and

let Blumenthal and Schlesinger --

The Chairman. What kind of schedule do you have for

next week?

Mr.Stern. There are two problems: you would not have

. the House bill. What would they %testify on? The Ways and

Means Committee has one set of recbmmendations; the Ad Hoc

ALDERSON REPORTING COMPANY. INC. '
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Committee has other recommendations. The House has not voted
on any. This assumes tﬁat ySu get a bill . ‘just.= beforxre

you start the hearings, at iéast,The other thiig,ba5i9§11?y
you are trying to clear all of the Committee byéthe recess, §
pretty. much everything ﬁn it. That is this public assistance\
bill, whi'h are a couple of days. There is a Medicare and
jMedicaid anti-fraud and abuse bill. There is a rural health
bill which some members want action on. And there are a
number of minor tariff-bills and some individual iteus that
the Senators want to bring up. |

I know Senator Dole wanted to brifig up his CCC amendment.

Senator Talmadge. One other thing you have not mentioned

here is that we hope we can get final action this year on the
Medicare and Medicaid reform bill. As the Senators know,
on the House side there is divided jurisdiction. I understand
that they are moving to mark up- the bill there. The Kennedy
Sugcommittee has Medicare and Medicaid reform bill referred
to it jointly with the FPinance Committee. The Finance Committ
has held hearings on, really, a Finance Committee bill which I
think has very substantial support in the Senéte and has
twenty co-sponsors.

I do not know whether we will evefréet a consensus on

those bills, I think we are nearer consensus now than we

were two months ago. .

s
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T doubt if-we will get to:it.during August, the first part,

but as soon as we can; and of course, this anti—fraud,'anti-
abuse bill will hardly take any time becausé we passed it on

“the consent calendar in the Senate last time.

P ]

I think the Finance Committee will be able to act on that

in an hour or two, maybe less.

Mr. Stern. Basically I think ypu will need the Executive

Sessions that you have scheduled forthe rest of this week
¢ v

¢
and for next week in order to do the nonenergy things that
'

you can do before the rédcess. It will probably take you that
L]

long.
' ,
The Chairman. Here is what I think we ought to do.

»

Today and tomorrow, Senator Curtis, vou and I ought to get
together and tr% to get this chore done for the Committee to

respbnd to the Budget Committee and wh will ask the full

Committee to take another look at what we are recommending and;

-

hope to second-guess what we have done and give us“their best ;
!

judgment when they get back in September. We will show them i
what we have. g
I would hope that we m;ke it clear to the Budget Committe%

that this is tentative and get further advice on the Committee ;

before we give this as the final judgment of our Committee

and then I think we can assume that we will follow the

schedule that we have,

N\ - ~‘ i |
Let's look at that schedule, Senator Curtis, and see to

ALDERSON REPORTING COMPANY. INC.
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what extent we might be able to make some changes in it
to accommodate the problem.

For example, I would cert;inly like to show any Cabinet
Officer or any spokesman for the President on the energy bill
the courtesy of as much attendance as we can muster, moving
the staff to have Mr. Schlesinger and Secretary Blumenthal

for a period of time when everybody would be here, that would

-

be good. ‘

I still think it might sérve a purpose to get some of
thiS'information,‘éven though we wa;ld only have a few
Senators here to.hear it during this recess, because frankly
the Senators know that that type of thing happens even when [
the Senate is here. Sometimes Senators are busy, they have } |
to go to other Committees, they havé to do their duty on the
Floor or elsewhere, and -semétimes we are compelled to hear
witnesses with only two or three Senators here to hear what
is said,

There is nothing to do about that. I tried to educate L.

those people who testify if there are very few people there -~

if I am one of them, I just pad down the hall and knock on

§ !
the door and speak to people and at least read what I had to
say. N ;
t
Senator Dole. Well, at that energy hearing you are going§

!

to have all the Senators from producing states -.not presentf

hl

and should be present. I"think your suggestion about a

-
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sﬁbéomﬁittee hearing may:have some merit. Mavbe you can
discuss that with Senator Curtis.

Senator Curtis. The Subcommittee on Energy is Gravel,
Bentsen, Hathaway,’Hansen, Laxalt.

The Chairman. Can you be here during the recess?

Senator Hathaway. I will be here part of the*time,

Mr. Chairman.

The Chairman. I will be here, in any event, to help out,

regardless of how we do it. If we decide to do it in the
latter part, I cannot be here every day, but I will be here

part of the time, and we can talk to those Senators ~-

REPORTERS BUILDTING, WASHTHGTON, D, C,

’i
.

S.

0

00 7TU STREET,

Senator Packwood has indicated --

Senator Packwood. What did I indicate?

ndi .
The Chairman. He indicated he would be here for a

hearing,

Senator Packwood. Yes, I will be here.

The Chairman. We will just inquire of the Senators and

see if they can be here.

Senator Curtis. If we can possibly work it in to hear

Schlesinger and Blumenthal next week, and then have a

ae o e

Subcommittee continue another session or two while we work
on the things that we want to finish up here, we would
reach the Chairman's objective of having the issues raised
so that we can think about them all through the r-cess.

The Chairman. Senator Moynihan is on his way here.

ALDERSON REPORTING COMPANY. INC.
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We had, zore or less;—— and iﬁ he can arrive here in short
oxder, Iéthink we ought to take care of this adoption and
foster re measure, at least to vote on the issues here.
Senator Curtis. Is that the whole of 72002
Mr, Stern. I do not think you can finish them today.
Foster care is one major segment of it. There are other

elements of it too.

The Chairman. May I ask the Committee, would there be

any objection to us voting on the so-called deficit financing

proposal for Social Security? It might serve a purpose just

to get that much of it nailed down, if we can raise the tax.
What I sugdest is that we take the view that we ought

to finance the Social Security program with a tax or taxes,

if we could. We would do it -that way rather than simply

reaching in for money ocut of the Treasury.

&

Senator Curtis. I do not think there is objection.

SenaE?r Nelson. I do not have any ocbjection on that. ~§
I would not.want‘to.vote on any more. I am six weeks behind é
on my mail, now. If you adopt something today, we will be i |
all of six months behind between now and September. ‘ !
Senator Curtis. I understood that a letter &ix months g ‘

old did not need any answer.

The Chairman. I think it would serve our purpose if

we just called the rol%Ron‘that principle, that we, propose ;
Ty s 5
to finance the Social Security program with taxes, that we do

I
L, H
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not propose to do this by simply a draft on the Treasury.
An "aye" vote means that we agree to finance these
programs with taxes.

Mr. Stern. Mr. Talmadge?

Sénator Talmadge. Aye;

Mr. Stern. Mr, Ribicoff?

Senator Ribicoff. Aye.

Mr. Stern. Mr. Byrd? ‘
(No response)

Mr. Stern, Mr, Nelson.

sSenator Nelson. Aye.

Mr, Stern. Mr. Gravel? _ .
{No response)

Mr. Stern. Mr. Bentsen?

4 INo response)

Mr. Stern. 'Mr. Hatﬁaway?

Senator Hathaway. ©No.

Mr., Stern. Mr. Haskell?

Senator Hathaway. No.

Mr. Sterm. Mr. Matsunaga? _ _ '
(No response)

Mr, Stern. Mr. Moynihan?
(No response)

Mr. Stern. Mr. Curtis?

Senator Curtis., Aye.

ALDERSON REPORTING COMPANY. INC.
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Mr, Stern. Mr. Hansen?
Senator Curtis. Aye.

Mr, Stern. Mr, Dole?
Senatpr Doie. Aye,

Mr. Stern. Mr. Packwood?
Senator Packwood. No. ‘
Mr. Stern. Mr. Roth?
Senator Curtisl Aye,

Mr., Stern. Mr, Laxalt?
Senator Curt%s. Aye,

Mr. _Stern. Mr. Danforth?
Senator Danforth. Aye.
Mr. Stern. Mr, Chairman?

The Cﬁairman. Aye. ‘ .

Senator Packwood. May I have the record show that I

have no objection to financing this by'taxes. I do not want

.

to exclude general revenue sowrces also.

Senator Moynihan. Mdy I be recorded as aye? '

The'Chairman.' Senator Bentsen has also expressed himself’

befors he left; you should record him as aye. Senator Byrd,

of course; I think you should contact the absentees and make ‘it
)
a matter of record how they feel about it.

Senator,Curfis. Why nbt have the staff contact everybody;

including those who voted?

The Chairman. This will be eleven ayes and three nays.

't
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I would like for the staff to contact the others and
have them state their ,position on it. We want to know what
direction we should go to finance it. ' )

Now, let us turn to the adoption matter and see if we

can make as many decisions on that in the time remaining to

us.

-

Mr. Stern. H,Rf 7200 is a subs!Lntial bill agd has a

number of different elements to it., There i8 a staff docu-

ment before you that is entitled "Public Assistance and Social

Service Amendments." We suggest starting with the sections

dealing with adoption, foBter care, child care and other

-

services.

Before getting into the details, I would just like to

outline the present law, the- House bill, -What the President

has propoéed and a staff alternative for your consideration.
Under present law, you have different programs relating !

to these different items. The largest source of Federal i
funding for foster care is through a portion of the program %
of Aid to Families with Dependent Children. ArDC matching i
, i

is available if the child meets the state eligibility require-i
ments for AFDC and also if he is removed from his home as a !
result of judicial deterﬁination. There is no adoption subsid£
program iﬁ Aid to Families yith Dependent Childreh, but statesg

may use funds under the welfare services grant, prcgram for

-

that purpose.

ALDERSONM REPQORTIMNG COMPANY. INC.
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That program, which is Title I§, part B of the Social

~

Security Act, authorizes $266million for child welfare

3 services that are quite broadly defined and actually the

. f
4 appropriation is only $56.5 million.

[*])

There are state matching requirements that five
& ‘states spend far more than is required for matching.

7 They spent about $700 million in fiscal year '76 for child

20024 (202) S554-2345

3\ welfare services and about”three-quarters of that money went
9% for foster care for children who did not meet the eligibility
;oi requirements for AFDC.

11 Senator Curtis, May I ask a question there?

12 Mr. Stern. Yes, sir.

17 ! Senator Curtis. As far as the éederal law is concerned,
14 if someone has a child in a home and the relationship is: that

is # of a foster child, they can be paid for that?

REPORTERS BUTLDING, GASHTNGTON, D.C,

18 Mr. Stern. That is correct.
a7 Senator Curtis. If they decide that they want to adopt
o &
5 18 the child and have it as part of their family, the payments
i .
= 19 end? ’
§ - Mr,. Stern., In almost all circumstances,

Senator Curtis, As far as the Federal program?
5, s’-g.".:‘{:f" ) +
nkiﬁﬁy'zzi Mr,., Stern. Yes, sir.

LA
iy

Senator Dole. There are zbout 40 states-~ 43, I guess =--

- who have a program.

18
e

Mr, Stern. Yes, sir. There are 43 states, listed on the:

-~

119
in

¢
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bottom of page 3 that has an adoption subéidy program, but
they are virtually paying for them entirely out of state
funds right now. -

Senator Curtis. How do the states do it, do you know?
Can anybody throw any light on that?

Senatcr Moynihan. Mr., Chairman, from their general

L}

revenues,

Senator Curtis. How do they handle the cases?

Mr. Ste#n. The concept is that the isubsidies are for
hard-to~place children. The usual reasons for a child beiég
hard-to-place is because he is physically handicapped or
mentally retarded, disabl=sd in some way, or a member of a
minority group that is hard to ;lace, or perhaps comes with
other brothers or sisters that they'try to place as a group
in onehome.

Senator Curtis, I think the one thing that we should

be very careful about, and that is that the subsidy for

adoption would never exceed the payment for foster care,
[ g

because we do not want to place a monetary reward on going

through an adoption that might be done just for the financial

- reward.

Senator Doie. We raised that question.

Senator Moynihan..’Mr. Chairman, if I may first apologize

for not being here, I was in the Intelligence Committee,

as far as you can go and still be on Senate property, at the

ALDERSON REPCRTING COMPANY. INC.

i




~

2002 (202) S54-23y5

& O

—

ene
t e—a

S.H. REPORTERS BUILDTNG, WASHINGTON, D. C.

ST T T N I TR B I 1-65

Capitol Dome, and the answer to Senator Curtis' qguestion is
®
that this would be almost automatic, because basically the
provision would be to provide a child an adoption with the
AFDC payment that he would be eligible for, plus the medical
benefits, and I think that without exception, I cannot say
that HEW has given us anything like an analysis of 43 states,
3 . -

they have not -- without exception, the foster, care payments
are much highker. They range about four times as high, is
that not the rule of thumb?

Foster care payments seem to be about four times what
AFDC payments are.

I do not want to mgke too strict a ‘rule, but your qhest;
ion is a direct and legitimate one; I think this does respond.

It is not a very encouraging thought.

This is very sound legislation, Mr. Chairman, but the

Secretary qf HEW came bef%re us' and proposed it as though this|

were.'a new idea. The fact that there were 43 states doing

it, he did not know.

-

That is the only time this has ever happened in the

-—

history of social legisl?tion. Forgive them this month.

Mr. Stern, is that roughly approximate, that four to

one, or is my memory bad?
¥
Mr. Stern. 1In general, the average AFDC payment for

children in foster care nationally is about $290.

Senator Curtis. Per child? :

-
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Mr..:8tern. Per child per month. In the month of
December, 1976 —=-

The Chairman. Senator Curtis has made this suggeétion
and I think that Senator Moynihan seems to agree, why do we
not agree with that suggestion? k

Senator Moynihan.' It is-a:gooé suggestion.

Thé Chairman. Without objection.

Mr. Stern. In any case, the amount of the monthly
adoption subsidy could not exceed -~

Senator 'Curtis. I do not want that tc be a2 floor.

Mr, Stern. A ceiling.

44

"
Senator Curtis. TIf . true Ehét the foster schedule

runs four times as much as the adoption, we do not need it.
”
Senator Ribicoff. Your provision is a p}udent one
and should be looked at.
The,Chaizﬁén. What is the next point?
Mr. Stern. To answer the question, yes, that is l

correct. It is about four times.

Senator Moynihan. About four times.

Mr. Stern. $75 per child; $290 in foster care.

s

Senator Moynihan. There is no real, immediate danger,

but let's put your provision in.

The Chairman. All right.

Senator Talmadge. That is a state ceiling, not a

national average?

ALDERSON REPCORTING COMPANY. INC.



&

z
3
o .
m -
Te 3
o~
H
s &
-
S .
= 7
Al
s 3
\ <
o~
MG 9
a
e
= 10
e
o =
<
= 'I
“J : '
@
F
— S
l
z -
= 12
oy -
=
g 1a
o *
o
3 £ 13
g
Lin ] o )
= 14
=
w 17
= 18
=
L]
=z 19
g
s .
s 20
Al
-
)ﬁ'
=
o -
i 22
NG

T
“n

Qin a particular state they will pay X amount for foster

" Institutional care can be very expensive. If vou want

09090z
1-67

Mr, Stern. I think what Senator Curtis is saying,
for a child, then when that child is adopted, if they ars
going to provide a subsidy, the subsidy cannot exceed X

amount; not some national figure, but the amount that that

state would have paid for that child in foster care.,
5 i

| «
Senator Moynihan. There will always be children in Yoste]

care at the state level, so you will always have the figurés.

Mr, Stern: We are talking)about foster home care.

-

comparable amounts ==

Seﬁator Moynihan. Foster home care =--

Senator Dole. ' Are we accepting the entire provision,
then?

Mr. Stern. There are many elements of it.

Just finishing up, under present law you have a general

social services program of $2«5 hillion. You authorized an

extra $200 million for “childicare only in fiscal year 1977,

& .
so that would expire at the end of this October.

There is one other Social Services program, that is

services for disabled children under SSI. That is $30

million, so today you have authorizations of just about $3

.billion in social servige programs under the Social Security

Act. &

-

The House bill would make some very substantial changes
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in the foster care, adoption programs and the child welfare
services. First of af:, it would continue open-ended Federal
matching for foster care under AFDC but it would broaden it
to include two cases that were now excluded, namely it would
include cases where a child is removed from a home with the
agreement of the parent and not only cases where there is a
judicial determination, and for the first time, it would
allow Federal matching for foster care End public institutions)|
that caze for 25 or less children. Public institutions
today are excluded.

Senator Curtis. Could you elaborate on that, court
order removal? - ‘ b

Mr,.Stern. The two requirements of Fedéral law in order

to get Federal matching for foster care under AFDC are, number

one, the child has to meet the AFDC income and other eligibil-~

ity recguirements but, number two, that removal from the

home has to be pursuant to a court determination.

The House bill would no longer require a court determina-

bt v

tion if the parent voluntarily agreed that the child be

removed from the home.
H

Senator Curtis. That is advanced primarily as an improve-
ment in the administration rather than being very much of a

cost factor, is that true?

s

Mr,. Stern. Those people who argued for it indee=d argued

that it will save the trouble of having to go through the

ALDERSOM REFPORTING COMPENY. INC.
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court., The staff recommendation there is that you not do

that.

-

Senator Moynihan. Senator Curtis, may I say that this

seems to be a large change made, and we are not persuaded
that it is a good one. Actually, it is the custody of the
child. We have been doing it this way for about nine

centuries,

>

Mr. Stern. The House bill would require states to
include subsidized adoption programs as part of their AFDC
foster’ care program and they would provide Federal matching
for the subsidies if the child has been in foster care for
at least six monEFs, if the amount of the subsidy did not
exceed the amount paid for by foster cars.

There is a limitation in the House bill on the length

'y

of timd they would have Federal matcﬁing for the subsidy,

)
namely that it could be the longer of either one year or

the length of time that the child is in AFDC fosterrcaxre.. If
the child was in AFPDC foster' care for three years, the ‘

-subsidy could be matched £édemally for three yeaxs. If the

~,

child was in custody for three months, it could be matched

for one year.

Ead

Senator Curtis. Are you talking zbout the House bill?

]

Mr. Stern. I am talking about the House bill now. 3

As we will see in a minute, the Administration bill is

v
different on most of these points.
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Finally, the House bill would allow additional amounts

00w

00

.
-

2 to be paid as a part of the shbsidy For costs relate% to
: 3 inevitable problems of the child that existed priofrto
4 adoption and these costs to be paid up until the time that -
g s the child ;eaches majority.
é ; There is no limit on the income for adopting parents.
. § 7 The subsidy would be paid, regardless of the parents' income.
v g 8 Then over on the chilé welfare.services progrém, the
~
g 9i House bill :wéuld make it into an entitlement program instead
: 10‘ of an authorization program beginning in 1978, at the level of
= fo v
g 11 $266 million, which is £he_present authorization.
= L
g ;zl Senator Dole. May I say there that the Budget Committee !
% 12 is very concerned about makiﬁg everything an entitlement |
é g;! program. We had a recent experiencé in the nutrition program
w . )
% 15 where Senator Muskie raised objections by—péssing,the~ =
9 i
§ ]é% authorization process.
j 17 Senator Talmadge. Why not make it authorization instead é
% 13 | of entitlement? - E
“ ' Lo N u
SL; Mr. Stern. It :-isrmnow an authorization program. If . %
g
§. 20 iyou want to keep it an authorization program, you would not i
. . |

21? have to do anything. It already authcrize%'$266 million.

The change in the Hofse bill is to make it an entitlement

8]
a

&= 7

}-

program at the same~ level that is now authorized.

L ]
(23]
(W)

The appropriation was $56.5 million for fiscal year

[2%)
"

,

'78, so one-fifth of the amount authorized.

’ 1

18]
Ln
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The Chairman. This is a matching prcgram, is it
not? -
Mr. Stern. It is a matching program, but t?g matching
does not have much practical meaning, because states are
now putting up about 93 percent of the cost of the program,
even though the matching requirements are from 33 to 36 p?rcenf
They do n?t have real meaning in this program wheg you make it
an-entiti;ment.program. :
’y It is basically 100 percent additional Federalﬂmone§;

Specifically in the House bill, and even in the Adminis-

tration bill which requires 75 percent matching, it has little

practical effect. '

Senator Moynihan. May I say, Mr. Sh@irman, just to go |
to the point where we are going to be in the subcommittee’s

deliberations, we are going to propose that this be made

an entitlement and put into Title XX. Senator Packwood feelsg
strongly about thét, and so does my distinguished colleagme f
tc my right who has joined us over here, Senator Danforth. %

The point goes t o the question of state autonomy in %
these matters. Under Title XX, states pretty much direct i
their owgfactivities. Under Title B, it is endless, with %
more gove&nment detail, and this would extend it further. -

Also, there is a question that the House would like

to put it in Title XX. They want to do something responsible

v
=

in the House., There is an argument to consolidating and

ALDERSON REPORTING COMPANY, INC.
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simplifying it. We want to put it in Title XX and follow the.
rules for Title XX with respect to the income cut-offs for
.families that are available, the Administration proposed

150 percent.

Senator Dole. I would like to raise a question that
will be raised in the Budget Committee with all the entitle-
ment programs, and they called upon the Budget Committee to
be responsible, you cannot touch anything if it is an entitle-
ment program. I do not have any guarrel with it. I voted

for the entitlement program on nutrition. I am j@st raising

. the point that I know may be raised later.

Senator Curtis. Have you decided who is going to get
this adoption subsidy?

Mr. Stern. Actually, we have not decided anything at
all. ' ' ' '

The Chairman. The only reason that I would personal;y

prefer tge entitlement, we on Fhe Committee advocate as a

Committee, we can put a *ax on to pay for it if we want to,

. That isg, incidentally, what we decided this morning. We are
going to go for billions of dollars of taxes rather than
ask Treasury to finance it for us, or ask the Federal Reserve
to do it, so we have the zamendment here that would save a
huge amount of money. It would cost on one end, but what

you would save on the other end with regard +to the Work

Incentive  Pragram would greatly exceed the cost of it.

. w
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The alternative is to put these people to work eﬁtirely
ouﬁ of Federal funds. I am not against this, but if you
had your dhoice between subsidizing scmeone into a job where
you really make money but:of_it and having to pay the whple
cost of it with Federal funds, obviously it would save some
dollars to subsidize the persong into a job. -

S0, we sent that over to the Appropriations Committee.
They think they would like to see the program more. So they do
not put the money in.

I find myself on that one, I am going to want to find
a way, if the Appropriations Committee does not want to do

it, but this Committee undertakes te find a way to work

-
N

for that work program which we can do. We can find a way to
do it if it is within the jurisdiction of this Committee,
and we can find a way to do it.

From my point of view, when we go out and leave the
choice to raise.the dough to pay for their program, and we
find the money to pay for a program and they will not fund
something we want to do, and we have the capability <:>f‘y

oV
funding it, I think we ought to go ahead and do it.

That is what.I-am:inclined to think on this one. I do
not want to tell the states that they are going to get the
money, then, after we decide and Congress goes along with us,

find someone over in the Appropriations Committee does not

like that approach at all and they do not fund it.

Part of the difficulty is, under the rules of the Senate, -

ALDERSON REPORTING COMPANY. INC,
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1 é at least the rules we are going under these days, you cannot J
7 serve both on this Committee and on the Appropri¥tions i
N .
T Committee, so if they do not want to fund it, we think it is
. + | worth doing and I thin? we should try to put it in the
| = 5| context to see that £hey have little choice about it. We will
~
é‘ p do it anyway.
gﬁ ' That is why, on this one, Title XX is:an entitlement
e a
ég, 3 | program.
i 92 Mr. Stern. It is an entitlemen: program. The objective
i | here is that you would hﬁve~a fairly fle;ible Title XX Social‘
é ll% Services program ip which priorities are determined with a
g xz% few limitations in it, particglarly the House bhill and also
g' ]3? the Administration bill has ; fairly long series of restric-
é “.i tiong in order to get this entitlement money. If you do °
L=
g 15? it under the child welfare services approach.
% :sg Senator Dole. I an just raising a question. It just ‘
j ITE occurred to me, in addition to Senator Muskie on the Floor, i
g g | in addition we had Senator Eagleton. Of course, the é
Z . Appropriations Committee is a liE}le wary of-lockihg in |
% " ent?%lement programs. ' - %
| ] >N°Wr one day youwill not need the Appropriations f
ﬁ:;i%;iq? Committee. Everything will be an entitlement. ﬁ
P JE ia i
S 23; Maybe that will be all right, too. We are not on that z
~A§ Committee. It does increase, I think, the authorization ,
7; % has been about $266 million for some time. and appmwpriations

ALDERSON REPORTING COMPANY. INC.
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about $56 million, so it is a fivefold increaée in the
funds which are needed, does remove state matching.

It has a clauselt prohibits a state from spending less.
It has the guarantee that there will not be =2 let-down in

the states because of more Federal funds.

Mr. Stern, The approach that we are suggesting of
increasing the Social Security program to a $3 billion
program would mean that the additional money ~-~ I guess that

is somethin§ like $250 million or so would be subject to the

requirement of 25 percent state matching.

Sdnator Dole. There is a provision here that if we adopt

the proposed law, the states cannot reduce their efforts.

Mr. Stern; That requirement really would not have any
applicability if you took this alternative.

Senator Moynihan. They now spend so much more than
even the matching requifgment. )

I wonder if I could say to Senator Dole --

Senator Dole. I am not objecting to it.

Senator Moynihan. I would just like to make two p@&nts.
In doing this, we are putting more money into child welfare

in this bill. We are doing that, but we are trying to do it

without getting more Federal regulation,
. L 4

MO i e (. e 8 S s G

On the question of entitlement, I think there is a case -

to be made, It is unique to child care, adoption, foster

¢

care. It is really long term. You get an eight vear old

-

»
ALDERSON REPORTING COMPANY, iNC.




in great detail. In fact, in this particular print, it takes
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i
b >
! child, there is no way of turning him into an eighteen vyear
. 2| old child except with ten years. A certain stability of
1 expectation of funding is legitimate and that is the kind of
‘ID j thing an entitlement fs for. You can really plan ten years
5z 8 ahéad.
<
2 % Senator Dole. Like public financing of campaigns, an
E 7 entitlement program.
E G Senator .Moynihan. Perhaps a more desérving class of
~ !
g -5 i citizens, N
Ea ] a ! .
o = 10% Senator Dole. I do not have any objection.
n 5 ; .
e §‘ lll The Chairman. I think it would make a better program
= i
— % i
| = 12 | that way.
‘ 3 ] i
| .., ;::f 13 What is the next point?
| - ; '
™8 s Mr, Stern. Perhaps I should describe this alternative
3 & 13 | approach,
o 2 ? ‘ g
- CR The Chairman. Is this what #he bill does? ;
I i ;
o @ 17 Mr. Stern. I pretty much described what the House bill |
- ; Py )
5 ! . ' . . {
£ g | does. It converts the child welfare services program into i
= i i
= 19 | an entitlement program,100 percent Federal money, and it does 2
~ | !
§B 20} have some very substantial requirements that are spelled out }
! ]
| |
| ‘

N\

A
i

up three pages of rather tiny print, pages 7 through 9, all

4:-.!\_
Ve
18]
!J

[
[

the procedures that would have to be #n effect in the state

Y
™~

in order for them to be eligible for the money.

»n
tn

f ThesAdministration bill has a somewhat different approach.,
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It would put a cgiling on foster care matching on the AFDC
~ program beginning in 1980 which is 10 percent higher than
1979. It would offer a 10 percent increase after that.

Senator Dole. What page?

Mr, Stern. I am in the middle of page 2. Those funds
would also cover subsidized adoptiorny if a state did\not use
its allotment, it could use any leftover money for child’
welfare services. Again, the child welfare services program
would become an entitlement prograﬁ. In fiscal year 1978,

they would only propose an additional $63 million for a

series of purposes that are spelled out in a fair amount of

-

detail in the bill.

After 1978, when once théy have met those requirements,
then they would be eligible for the rest of the $266 million.
The alternative approach that we'would suggest wogtd also
pht a ceiling on foster caré, as the Administration proposes,
but we would recommend doing it in fiscal year 1978.

It seemed to us to do it,to allow states to do whatever
they wanted, to put as many children on foster aare for
twoc years, to have the highest possible ceiling--

Senator Moynihan. It says, rush, the train leaves in
two~years' time. A

Mr. Stern. Other than that, we would not recommend
the braadeniﬂg of what the Federal funding 1is.for. We would

nct recommend any centinued move -reguring- caﬁ:tL

¢

ALDEARSCN REPORTING COMPANY. INC.
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1 1+ determination and you not include public institutions.

D

On adoption subsidies, it would seem to us that that

1 part could be open-ended on the grounds that you do need a
L )
w

‘ EX parent willing to adopt a-.child and it simply is not subject
)/ ,
§ 5 | to manipulation for budg;tary purposes. You reallymust have
é 5 a child to adopt in order to get that subsidy.
é '7 - However, we recommend that you look at thaf program
& g after three years. It would be open-ended as far as the
=3 H - i

3 subsidies to parents under any agreement that you make for

J
{
w4
o oz 10 the next three years, but the Federal funding would not cover
e !
o % B any new agreement after three years.
- @ . o
S That would give you a chance to look at it in three |
oy - Y,
h (4 v o i .
‘lb Z 13 yYears to see what has happened to the program since then.
-~ § ra Senator Dole. Is there any income test in the alternative
17 >
= ; rs | approach?
o S B "
o £ 1 ? Mr. Stern. In our alternative, we would suggest the
o T ;7 | same income test used in Title XX, 115 percent of state
§ iﬂai median income. That represents rou%hly 60 percent of the §
= ]
@ . lati |
= ‘9l population. ‘ i
= |
g ZOi Senator Dole. What about Medicaid &lidgibility for the I
oy ! i
,; || child? f
eSSl |
. 527 35 . Mr. Stern. We would recommend Medicaid eligibility for :
NG

27 existing medical conditions and for the treatment of thgse

i conditions. That would be & narrower approach than the House

=)
o

and Administration bills.

w
in
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Senator Dold, The point I am making is that there be
some possibility of additional illness based upon the pre-

existing condition. Would that be covered?

Mr. ‘Stern. Yes. You would have to make a determination
»

that the treatwment is related to that pre-existing cond.%tion.

If the child needs heart surégry at the time of adoption and
subsequently has it, that wolld be covered by Medicaid or ¢

- .
related illness or treatment in subsequent years, .

-

* Senator Dole. We are talking about the children now, the
hardest to pléce handicapped children. We want to fake

certain that we do not take away an’ incentive.

Sena;or Moynihan. May I‘say on this point that there °
is very little likelihood that this is goi;g to be a runaway
program. The adopting of a childz the taking of a child in
a foster home, requires a lot more than a bureaucratic
decision. A lot of people are involved. We are supportive.

I made the peint about Title XX which is many times
there will be social service expenditures required to manage

the adoption papers and things like that. By wutting the

‘|l money all in Title XX, you have the same standard of -

i | eligibility for the family rather than two standards. 1In

x\,(?

»
]

3
y)

g
s

5

ro
(& ]

’
»n
Y

L

) 19

‘. : .
¢ the House provision, the family may be eligible for adoption

1 subsidy, but nor for legal services, and you get entangled

i and confused.

We are working for simplicity and uniformity.
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Senator Dele. I am trying to make certain that we are
going to make it a good program. I do nct want to take any :
benefit away that may encourage the adoption of particularly
the handicapped or the hard tc place child.

Senator Moynihan. To the contrary, the Federal government
will now support adoption in a way that it has never done and

with a good faith commitment teo this.
s ;
Senator Dole., How long does this subsidy last?

Mr., Stern., We would suggest until maturity, which we ;

would define as being agé 18. ’ ?
i &

Senator Dole, 1Is there not already in the proposed

>

legislation the thing that Senator Curtis was concerned °

L)
-

about? i

Mr, Stern. That ilimitation is already in the House
i bill. We would recommend that as a provision.

. Senator Dole. Not more ~-.

Mr, Stern. Than you would otherwise pay for foster

home care.

Senator Dole. Plus .cost of health care if the health

condition existed prior to adoptien?

‘ Mr. Sterxrn., The health would be covered on the Medicaid
program, not in the monthly payment. The theory there, a
! - :

person normally gets health insurance coverage for his

family, but there are sometimes clauses that prevent you,

say you have an adopted child witir a handicap, or you come

ALDERSOM REPORTING COMPANY. INC.
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intoiaxhealth insurance program, sometimes there is a clause
that does not cover treatment for‘pre-existiqg conditions.
This would cover the pre~existifig condition.

Ordinary treatment, of colds and the like, should be
covered in the same way as the other children.

Currently, in about 80 percent of the cases, there are
other children in the family when there is an adoption.

Senator Dole. Would the subsidy cover the cost of
any‘premium for health igsurance?

Mr. Stern. The amount of the subsidy is something that
should be negotiated, not just a flat amount. It should be
negotiated depending upon the parent's ecoﬁomic circumstan;es
and so on and we certainly ought to take this into account.

Senator Dole., Do we have any réhge of subsidies, what

they might be dollarwise?

Mr, Stern. We can tell you in AFDC foster care, a

typical average cost per case -~ the trouble is that these

figures average both children in institutions and in foster

I3

homes. I could give you selected examples of foster care

homes alone.
k)

Senator Moynihan. It tends to be about $300 a month.

Mr. Stern. That is the average for all children. i
' 4 i
For example, in California foster family homes, the average
was $212 in December, 1976. In Kansas, $188.
8, .

Senator Dole. Are there safeguards so that somebody woula
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¢not make this a business?

Mr, Stern. In adoption, to legally adopt a'child, it is
a permanent commitment.

Senator Dole. I understand all of that. I handled some
adoption proceedings. I also am aware that there are a lot
of resourcefqi peopde in this country that might be looking for
a little adogtion scheme, If they can adopt these children,
maybe you do not need that, but it just occurs to me that
“in ten years you are going to be talking about someone adopting
ten children in ten, different states.

Senator Hoynihan. May i say, sir, the Federal government

ﬂinntleading the states in this matfjer. The states are leading
the Federal government., Forty-three states now do this.
They have done it on their own because they feel it is
necessary. .

We had five full days of hearings and never heard a word
about abuse of this. The only place it might come is in

- praviding instiﬁutional care, We w%}l come to that next.

You could get into problems there. But with respect to

people taking children into their homes and adopting them,

we have no evidence to say that this is not compassionate !
and deceht.

Mr. Stern. That is really one of the reasons that we
recommend that it be open-ended and stopped after three vears

-

if that develops. !

/
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1 Senator Moynihan. If you find someone adopting 15 ;
2 children in Iowa, it may be someone who loves children.
3 Mr, Stern, As far as foster care in larger institutions
4 goes, we would suggest that you do adépt the Administration
2 5 recommendation beginning in 1980, the matching percentage
i
o be reduced 20 percent in the case of large institutions,
S 7 || institutions caring for more than 25 children.
S 3 The Chairman. That is already in the bill?
< i
3 ;% Mr. Stern. In the Administration bill, not in the House
s !
S g bill?
e
§ N The Chairman. Is it in the House bill also?
@
R Mr. Stern. No, sir. 8
<
E 12 The Chairman. Is there any objection to that?
2 g If there is no objectjon, we will adopt the Administra- |
z i ‘ )
€ |5 | tion proposal, *
S : «
E, izg Mr. Stern. Other than that, what we mentioned before,
s H -~ §
- { :
a 7l we recommend that . after - a-one~year transition period : }
i
= i o . . A |
“ . beginning in fidcal year 1979 that all of the additional |
[~4 \
5 l .
: ;q% funds come through the basic social services grant program. |
.:: -'. |
S 4 g‘I.think I have outlined the major things --
o~y & |
; |
1 . The Chairman. Is that in the bill alsc? g
IS L, Mr. Stern. The House bill puts the additional child L
EANE L
21 2 care funds, the additional $200 million in child care funds, f
; ; |
7d§ into the social services program, but other than that they
\ N .
.< | set up the child welfare services= program as a separate f

ALDERSON REPORTING COMPARNY. INC.
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entitlement program.

"~

The Chairman. Do you agree with that suggestion?

3 Senator Moynihan. I do.

4 The Chairman. Without objection, we will modify it to
é 5| take that into account.
)
5 ] Senator Moynihan. Mr, Chairman, may I go back one step
g 7 to the question of “the trial.period ﬁor the adoption -~
g 3 subsidy? )

9 We could review this in three years or in five. It
10 !‘is a question of what the Committee thinks best. A case can

1 be made for five.

12 These are slowgrowing processes, I wonder if ‘there is

any review that the staff reports of three or five?

The Chairman., What is the view of the program?

REPORTERS BUTLPDING, WASHTHGTON, D.C,

me e e e e e Al QP e St e mes 4 s < e

15 ! Senator Hathaway. What do vou recommend? Five?
i . . : .
13 . Senator Moynihan. There is a case for five. Five *
= |
«w 17 i years is a good test of the program; three may not be.
; 18 ‘These are such slow-moving matters in the best of circum-
@ ) ) N
E 19 stances.
[
S 1 The Chairman. gjIf there is no objection, then we will
1];; ma]{e it ‘Eive.
T < :
;Jg‘\ =L l
B2 37 What else do we have?

Mr.Stern. I have just about said everything. We have

s4 i-been a little bit disappointéd in the lack of statisti®al

! -
;s i information in this area. .The one requirement we wouid make
' : -

| 4

Y
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on states is that they do report and the Secretary should
publish statistical information regarding zdoption and

foster care.

The Chairman. Without objection, that will be agreed

-
-

to'

Senator ¥Mdynihan. I do not want to delay the Committee.
It was surprising and disappointing that the Departmert of
HEW came before our Committee with a major program about which

it had almost no information. I am sorry to have to say

that. A

Senator Dole. If the Senator from New York would vield,
not on that point, but one of the witnesses, the witness from
the Kansas Child Welfare =-- L] %

Senator Mo%gihan. A very good witness.

Senator Dole. She expressed some concern to me later,
if we put IV-B money into Title XX that it risks the chance
v
that it will not finally get to child welfare. TIs there any
problem with that happening, to put that all under one Title?
Senator Moynihan. We heard that from persons in the‘
profession, yet we see that the evidence of state practice --

it is a legitima?e concern, but it is one that we do not --

it gets us back in the business of telling the states what

they must do.

[
If we look at the record of what states do do, they put'

much more money into this program than is ever matched.
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It is the Federal government that does not put up what is

o
. -
authorized. -

Senator Dole. She was suggesting that perhaps IV-A
and IV-B money could go into some éort of a block grant for
the states that woﬁld givé them that flexibility bgt still
insure that it would be available for those purposes.
gr. Stern. I think that the statement was the Acting

Commissioner of New York State who was apprehensive whether
children would be able te! get their fair share of social
services funds. We actually checked the state plans. 1In
the case of New York -- just taking the identifiable services
" for children, child day care or foster care,-it is 5ust' I
about three-~quarters of a million in New- York. Nationally,
HEW analysis is ° about 60 percentAgoes for services for ‘
children.

Senator Moynihan. We are saying‘in this approach that
the states have their priorities right, and they do this
job well, and=we were really a little bit alarmed +that Mr.
‘Stern said that the House bill had three pages of detailed
regulations about how th® states must account for any money.
That does not make any sense to us.

The Chairman. The point being that if the states are
doing a go job in this area, they are doing a:lot of it with
any Federal aid at all, is that right?

Senator Moynihan. That is right,

-
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The Chairman. Here, HEW comes in. They are going to
help. They start right out with'three pages of statutory
language to tell the state how to do this. They undcubtedly
wili follow up with three volumes of HEW ;e;;lations, and you
h!ve the option to prevent that from happening by just saying
that this goes into Ti#tle XX social services money and the
states would have the discretion to use it the way they would
‘want.

This is a good example of what vou axg going to see more
of when you see welfare reform. I heard the Secretary of
HEW -- I am sure in complete good faith; he is against all
of these regulations -- and then proceéded to advocate that

you bring in a whole new batch of regulations to tell the

states hcew to spend their money, which I really think are

-
&

totally unnecessary.

But evérybody comes up with that. You watch until the
welfare reform bill comes up. Thd)y are going to put mofe
regulations on it, tell the stateé how to spend the money.
‘Even though the Secretary himself testified that he has told
his people td get rid of every regul%tibn not necessary,
now he comes in here with a raft of regulations Jhich we
think for the most part are not necessary. ’

« Sc I would think’ that this appq'ach here -- I know from

the states' point of view, they would love this compared to

having all of these regulations put on that they are doing

i ALDERSON REPORTING COMPANY, INC.
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a2 good job of already, and that is a good idea, to kzep the
i Lo
regulations to a minimum.

o i
A
[ 4

Senator Dole. I just raised the question,

Senator Hathaway. Yousaid 60 percent of Title XX money

went to this program?

Mr. Stern. According to HEW analysis, 50 pexcent went

for services for children in fiscal 1976. The table we have

in here is one‘*the Congressional Research Service did;. just

looking at the various categories inﬁ%he state plans, the

figures are somewhat less.

‘Senator Hathaway. Why do we not just put that as a
condition, 50 percent of the money be spent for these

purposes,

Senator Moynihan. As a“condition that 50 percent?

Senator Hathaway, He says it runs over 50.

Mr, Stern. Nationally it runs about 60 percent. The

question is, why do you want to put that kind of limitation?’

Senator Moynihan. I would just like to say, Senator -
" !‘..: -
I feel the state sees 'no reason for us

-

to act suspicious of state behavior here.

Hathaway has a point.

They have been

carr B e

U UUUE VPSS

i
!

responsible and progressive and ahead of the Federal government.

Senator Hathaway.

You may be entirely right. I am just
basing it on my experience with alcoholism programs. The
states are required to use Title XX money for that. They vary

from O to 20 percent of the money actually being used.
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-Subcommittee, perhaps the House Subcommittee, as well as the

Inspector General, carefully look and see how the states are

naanan o3 ts 1-89

g i
sure, this program has a better lobby in the statethan alco- i
holism programs have, but that is today. We do not know what |
the lobby would be tomorrow.

If you say they are responsible, why can we not just say
they have to spend 50 percent? 1

Senator Moynihan. éould we not say in the report tha£
this is something that this Committee will keep track of,
the uses of these funds? If £hey seem declining from a )
historical average, we will take the matter up again and we
shquld keep track.

I think one of the things, a lot of people are fea;ful -
could we not say in the report that this Committee's over-
sight function will keep track of the proportion of Title i
XX funds spenl for child services if they decline from the

historical averages, we will take the matter under advisement

on whether or not --

The Chairman, I think that we would be far better

=

advised to have the General Ecccunting Office, the Senate

) +« " » s
doing their jog.

*

If somebody is not doing a good job, call their hand

B

: : i
from this end rather than impose a whole new raft of regulations
{

on the states when they seem to be doing a gocd job of something

already.

ALDERSCN REPORTING COMPANY. INC.

ﬁ v



g J

£

i

.
._,.
=

U

1J

By

{J

CEY

30N TTH STREET, S.W.

2002y (202) 554-2345

REPORTIRS BUYLDTING, WASHINGTOH, R.C.

’&

n

O

.Z c3 14 R
¢ |

As far as we know, there is ﬁo abuse anywhere in this |
program,,K and then if they will arrange, perhaps it might be
good to ask theﬁlto keep a uniform set of boocks so you can
sge one to the other to see what they are doing. Besides
that, let us assume the burden on this end of calling upon the
various agencies, doing some of it ourselves, to keep up with'
what they are doing. : . .

If they are doing a good job, let's not impose any
regulations on them. And, of course, if we find that they

are doing something wrong, then, of course, we might have

to legislate in that area.
I think that would be aﬁbetter épproach.
Senator Hathaway. I agree with you, as far as the
regdiations are concerned. I cannot see why you could not have

~

a 50 percent guarantee in thg program, 50 percent of the

Jmoney. You know already that the states are spending more
than that. ‘ s
Mr.'Stern. Now the states may not be. Nationally, it |

‘is 60 percent.

Senator Hathaway. Do we havd a list??

Mr. Stern. The list that we have that appears on page |

q
18 of the st!%f document is a list of those items that we

could clearly see were services for children, fostér care,
adoption services, child care. There were other services,

but it is pretty hard to identify when the states, they are
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spending X millions of dollars in counseling services.
Senator Moynihan. I was going to make a point from
my memory of this table that there are some states, now
Florida spends 26.7 percent, and I am prepared to think that
services to the aging in Florida might make a considerably
greater claim.
Senator Hathaway. North Dakota is 12 percent.
Senator Moynihan. They have problems with their birth

rate, as you must know., The states are not uniform in their

>
PR,

circumstances here.

I would be prepared to take a wvigilant look at practice
and hold hearings in a year's time about the experience. I

wonder if we know enough to legislate at this point. That

would be my point.

. The Chairman., Let me make this point. Senator Dole

had to leave. That leaves us without a Republican member

here, v

. While I used to take the view, according to the rules

]

of the Committee, we will sit, I dpo make one exception: if
iihere s we will not proceed

we do not have a Republican membe

in the absence of Republican representation.
I suggest that we complete action oy this bill if we
‘- - B
can at our next meeting.

Mr. Stern. Tomorrow morning.

Senator Moynihan., I will try tc find more, if I may,
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Mr, 'Chairman, in response to Senator Hathaway, and we can

work togetﬁgr.

. &
The Chairman. The Committee will stand in recess.

(Thereupon, at 12:40 p.m., the Committee recessed.ko

reconvene at 10:00 a.m. on Thursday, July 28, 1977.)
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