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EXECUTIVE SESSI?N

TUESDAY, OCTCBER 22, 1979
United States Senate,
Zommittee 2n Finance,
Wasnington, . O.

“he Jommittes metT, purusantc oo recess, as 10:20 a.m. in
room =z221i, Jirksen Senace Office 3uiiding, Hon. Russell B. Long
(Chairman of the Jommittee) presiding.

Presant: Senators Long, Talmadge Ribicoff, Byrd, Nelson,
2antsen, Matsunaga, Yoynihan, 2oren, Zrzdlay, Deole, Pazkwood,
Roth, Zhzfze, Helinz znd Tursnterger.,

The Chairman #hy do you not zcommance to exrlain several
of cShese suggesticons to us and Sell =s what the bill is that we
have tefore us and what the suggsstions are?

As I understand iv, we are mandatsd by the 3Sudgst
Committee %o report out -- how many billions of dollars of
savings did they mandate us to repors sut?

Mr. Stern: The Budget Resolution is in conference now,

but the Senate position was the Finance Committee shoulld

PSS
onac

[$1)

save $1.4 billion under a special reconciliasicn process and

2 total of$2.3 billion.

another $9C0 million in general, “or

The Chairman: Another $90C million of what?

Mr. Stern: taxen into account the fact

They had already

ALDERSON REPORTING COMPANY, INC,
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1 that the Pinance Committee had reported out savings in the

2 health area, so when you add the total of savings in health

3 that had been achieved by the time of the resolution plus the
4 additional amount that they require, and the resolution comes
5 to a total of $2.3 billion.

6 So far, you have done a net of $700 million in the h

§H]

alna

cr

7 area and you have done $200 million in Aid to Families with

8 Dependent Children as part of the Social Services bill.

9 So the starff had prepared, {or committees considerations,
10 2 number of suggestions for savings in the unemployment area

11 and Senator Boren's subcommittee had held hearings on then.

12 Just £5 set the

1]
ot

~ hY ¢ ~Y 3 3 2- 3 el - -1
age, Mr., Chairman, it might be wortih

D .

13 looking at the blackd

£h

3 e
a ninuve.

(@]
v

"
<

14 Senator Moynihan: Mr. Chairman, if I may make a point?
15 The Chairman: Yes.
16 Senator Moynihan: Mpr., Stern did say that the question of

17 what reductions we may have to make is in conference ncw and w=
18 do not have any final instructions.

19 Mr. Stern: That i1s correct.

20 Senator Moynihan: The House does not have the reductions

21 that are imposed upon us?

22 Mr. 3tern: That is correct.

23 There is a large difference.

24 ) The Chairman: Wha< is the House figure?

25 Mr. Stern: Basically speaking, the House does not

ALDERSON REPQRTING COMPANY. INC,
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1 contemplate any savings in the income maintenance areas and, in
2 fact, has made allowances for such legislation as has 2lready

3 passed the House,

4 Senator Moynihan: It would not be wrong, Mr. Chairman, %o

5 keep it somewhat tentatively in our mind. A normal outcome of

Fhng b s E - + £ kK
8 Shat kind c¢f House-Sentats zonfarence may be soms

)
W

TNty R )
-4 Ey

Q

7middle, perhaps. In any event, it is not likely to be as

8 large.

9 Mr. Stern: We do not know what the numbers are.

10 One of the problems as you do the reconciliation process

b3

11 you are under the gun without the ordinary crocess of amendmens
12 on the Senate Floor.

13 To some extent, if you think you are going to havs =0

14 achlieve some savings it is worth your while tc lock 2% Sha
15 thing substasntively now before you are in thas posis
16 , at any rate, what is shown on the blaczkbocard is cthe
17 different parts of the unemployment program as they 2xis: now.
18 During the first six months, that is to say the firs: 25
19 weeks, regular benefits are payable to unemployed workers, and
20 those benefits are paid 100 percent out of state unemployment
21 tax funds.

2 If the unemployment level in a state is sufficiently high,
23 or 1f nationally the unemployment level is sufficiently high,

24 that triggers then the extended benefit program which would pay

25 an additional three months worth of benefits. Those benefits

ALOERSON REPORTING COMPANY, INC,
300 7th STREET, S.W. REPORTERS BUILDING, WASHINGTON, D.C. 20024 {202) 654-2345




T are paid 50 percent federally from unemployment taxes and 50

2 percent state.

3 - The reason why we would put the word "ultimately" in

4 parenthesis for the %Sine being, the Federal unemployment taxes
5 have not paid the cost of the program and there have been loans

8 made from the genaral 2un

B tha rmamn Agman ¢
LA B w2 neagpooynentc

7 Ultimately 50 percent Paderal funds did get paid for

8 unemployment taxes on employers.

9 Finally, there is a trade adjustment assistance program,
10 part of which pays benefits to workers, and that is 10C Tederal

11 funds paid out of general “unds of appropriaticns,
&

16 last six months they are 2nsirsly Federal,

17 In the case of arn indiviiual who is over age £2 or in

18 training, the benefifs may actually go on for another six

¥ months for a total of a year and a half's worth of benefits.
20 On the agenda today, we are proposing discussing a number
21 of possible savings in the unemployment area. In the regular
22 unemployment and extended benefit unemployment programs firss,
23 then {o take up an actual bill that has pased the House in

24 Trade AdJustment Assis*ance.

25 There 1s no bill pending before you on unemployment

ALDERSON REPORTING COMPANY, INC, ¥
300 7th STREET, 5.W REPORTERS BUILDING, WASHINGTON, D.C. 20024 1203) 564-2345




J 74

0009 d0 <1

1
2

3

10

11

12

13 ;

14

15

16

17

5

benefits. These are suggestions for possible savings in the

unemployment prog

3

anmn.

Senator Ribi

[¢]

off: Mr. Chairman, if I may interrupt, are
we not at a disadvantage to try to vote on something that we
may or may not nave to do?

IR RS
- k-

'y

2rant
tack, what we are required to do might influernce how we may
vote on many <f these mesasures. So it is premature.

As I read the papers, there seems £o be a very bitter

impasse between the Houss and Senate Budget Committeses, so ve
dc not xnow where they ars going.

The Chairman: Well, we ars under 2 mandacte To try o
dalance this pudget For Tiscal vear 1931, Most of us vos=d 7z

1
that.
- . . e = . . e e
if we are going %o do that, I beliesve thas we will hava n
= jo) 3
3 3 Y = 3 Pl 1 1.3 y < - o~ M ~ ~ - -
choice but Lo do some of the kinds of things that are sugzssce

in the staff msmorandum. Ve are going “5 have to cut down on

18 unemployment insurance where we can.

19

20

21

Senator Packwood: Mr. Chairman?
The Chairman: Yes, sir.

Senator Pacxwood: I would respectfully disagree, only to

22 this extent.

23

'y

~

(94

(]

If we mean Titting within a2 mandate of a reconciliation or

24 some other cut in this Committee, you may or may not be right.

25 You may balance the budget in 1981. I am willing to be, as
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1 sure as we are sitting here when the revenue projections come
2 out and the higher oil prices, we are going to balance the

3 budget. The budget the President submitted us will be

4 balanced, and Congress will balance it. Whether or not we save
§ $500 million to $1 billion in a variety of programs within the
6 Jurisdiction of this Commistes, I would be willing %o bet %hat

7 chere would be as much as 2 $10 billion to $20 billion surpius

8 next year when we project our revenues in January.

9 The Chairman: Well, that wouléd be good news to me. I was

10 not counting on it.

T £ 3 o Sy - e " Y 4 :
1 I Tigured iT we were going <o balance the budgset, we were
3 £ h 1 & S o - T 4. - 4+ 4 Y - -
12 going <S¢ have to, I know this year i1t is oub of the guession
L a &Y Y —~ e - - - - -~ -~ Fa - -
1322 talance the budget., I% 1ocks <o m2 25 if we are goins 3o

14 it next year, we are going to nhave tc make some real cubs.

15 Senator Packxwood: In the testimony before this Jommitses
18 —~ somebedy correct me i I am wrong -- when Alice Rivlin
17 testified abou®t three weeks ago, as I recall she projectad tha

[
<
o
}..lo
o
o
e
0

3

ot

18 we would have a surplus of §: o $15 billion next

19 year, I cannot remember if anybedy was’ here at the time of
20 that hearing but I am quite sure those were her figures.

21 Thils assumed no %tax cut. It assumed a number of things,
22 gross revenues and projected expendisures.

b}

23 Congress can do all kxinds of things with the money.
24 The Chairman: Well, we do not hava to consider any of

25 this this morning.

)
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1 Senator Moynihan: Mr. Chairman?
2 The Chairman: Yes, sir.
3 Senator Moynihan: If we are going %o make some

4 preliminary remarks -- which I thirk we should --
5 The Chairman: Yes, sir.

8 Senacor Moynihan: I would

[

ixe =2 azsznciate myse
7 Senator Ribicoff's statement about the problem. I would like
8 very much to assoclate mysel? with Senazor Packweod's hopes for
9 revenue.

10 But, in any event, there is a specific which the Presidenst

-

12

Q
Q)
[®]

j=3
<

FI) ¥ ‘ s . - B
anl Ar S Al s masry SAaF e Ira vty Y LS mea T s ~
mrensacicn wnalzh nz= CZesan <O 8 Vel SSIOUS Pxel2 I wWOord
B . N N — . -
~ 3 a o cavm e et = rm A AT Tavam ooy " Aaa Smva s
13 oars and - .,:..»(ll’lé U e TIO UL 28 w20 S8nalll Zoren nzs3 aone x4

14 will, no doubt, reach many of the same coneclusions. Perhaps i+
15 will not.

16 But as 2 prccedura

18 £ wonder if this is not prematur=s. I would have thought the
19 Commission woulid report ---which it will do next year -- and
20 then the Subcommittee ~- Senator Boren -- then we will have not
21 only our judgment about the budget but a czonsensus of the

2 communities involvad about this major social insurance program.

23 This 1s not Jjust another Federal program. This is

Cay

24 probably, next to Social Security, this is the most important

25 income maintenance program the Federal government has, and in

ALDERSON REPORTING COMPANY, INC,
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1 your working lives it is by far your most important.

2 I just make this point, Mr. Chairman.
3 The Chairman: Senator Boren?
4 Senator Boren: Mr. Chairman, I have to disagree, at leas

5in part, with what has been said. I 4o not think -~ whateve
6 the vrojections are, I think it i3 far %on earl
7know. I do not think it is ever the wrong time Lo try to find
8 ways to save money, if it can be done in a manner that is

89 constructive and useful.

10 Mow, the Commission of zourse, we have passed out the

1M continuation of the study commissicn, I% will be undierway for

. LYy 3 mem N a o~ Loy yr e ]
12 another year, and they 3id gzet a lata stars. 3Some o

¥

14 are nct. There are also studies of many other things that are

I

. aan

16 I think wha% we have nere is 2 s%af? assessmant o scne
17 possibtilitcies that might in She vary near term leave 50 sone
18 savings. I think some of these things are fairly

19 straightforward and they are merely the kinds of things that w
20 can look at, but I think they deserve consideration.

21 1f the Committee felt that these were areas where %there i

22 substantial debate or is undecided on some of these things, it

FN
-

e

S

23 would be very simple to pass those over. ©On the other hand, we

24might go through the whole list. Maybe we would only pick two

25 or three things out of the list that we thought were possible,

ALDERSON REPORTING COMPANY, INC, -
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24 So he inquires around among the people,

25

or alternatives to what is suggessed here. Ye might end up

saving $100 million instead of $2 billion. $100 million *s

$100 million and a step in the right direction.

The Chalrman: There are scme suggestions here in this

list.

~

Senator

aran: W
M1 4 . -

w
[$]

o ama wam aAan
- == - -

The Chairman: Which, it se2ms to me, should not be

P

controversial. Some of %Shem mizght be, but there are some of

them that I think are hardly controversial at all.

One of them back hers in %the rear, for example, wherein
employee leaves in order <2 SzXe 2 pension. A f2llow has
earned his rebirement and he rectires alter working for nany
Jears, let us say at a plant. ini ne has a vary good
retirement available to him, sc hes retipes,

This fellow was telling me abeout is. After he retired
from the plant someone s2ii whr 323 you nos go down thers zanid

get your unemployment mcnay. He said, what unemploymens money?

I retired. I have a good pension,

And the fellow éaid, yes, but you can go down there and
tell them you are unemployed znd you can get six months of
unemployment money even though you are reisired.

He said, that seems toc me like stealing and he saig
J

everybody else is doing i% o down there and get your money.
g s

thing to do, go down there.

ALDERSON REPORTING COMPANY, INC,
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1 Here 1s a fellow who earns a good retirement from a

2 company who had a very good retirement program. Go down there
3and get your unemployment money in addition to your pension.

4 That 1s not what we passed this program for and it seems

5 to me that in & situation like that, that is a rip off. Tha%

14 -

=1y

o
- "

6is a rip o

7 It does get down to something that I have said around =this

8 committee other times. By the time you give somebody something

9 he has no right whatever to expect he does not appreciate thas

10 any more than when you give him something that he has earned.
1M It is more like a gift than 1% is when a fellow has aztually

12 worked for someshing and sarned i3

«ILLDE s

1

PRI N T w - — K e . - - P
13 Sut the unamployment program 1s not sunrosad T2 22 a

t

14 giveaway or a vacation with pay program. It seems to me tha=
15 that item is one we could agree on, where you have a pension

16 coming but you eérn from your regular retirement 2hat you woull
17 reduce the unemployment payment by the pensicn
18 I am not talking about a case where a guy has got a

18 disability pension coming from his service-connected disability
20 from wartime and all of that, but where he earned a pension

21 which is for the purpose of taking him out of the work program.
2 In a case like that, it seems that he would not be drawin

23 the pension. Which suggestion is that, that is the last one?
24 Mr. Stern: On page 4, item number 10 on the top of the

25 page, a couple of years ago you enacted a law which says you

ALDERSON REPORTING COMPANY, INC, 3
300 7th STREET, S.W. REPORTERS BUILDING, WASHINGTON, D.C. 20024 {202) 564-2345




—

N

10

11

12

= 14
= 15
3 16
o

17
o

18
&3

19
20
21
22
23
24

25

have to have a dollar for dollar offset for any pension benefit
and that will go into effsct next April, 1if you do not do
anything else.

The Administration suggestion, which I believe is

basically what you referred to, Mr. Chairman, you mcdify that

g0 28 %2 gay when an indivyidual i3 recaiving a

o
&O L= -4

N

'S

smae enmployer for whom he receives unemployment benafits, then
you would have a dollszr “or dollap offsetb.

If a person retires from the XYZ Company and is

v,

.

unemployment with the X7Z ceompany is the basis for his

e

unemployment bznefit, <hen he could nos both receive a pension

and an unempioyment tenelit from that company. If he had a

pensicon, zowever, Dased on some military service of some vrior

'

-y

years or some other smployesr who was his employer three, four,
or fiwve years belore tha%t, that would not be taken into
account.

The concept here is you are veing insured against the risk

of loss of income due to unemployment with that particular

employer and therefore when you are no longer employed by that

employer, getting a pension benefif, you would have an offset.
Otherwise, you would not.

That is 2 suggestion.

Senator Moynihan: May I make a slight amendmens, Mr.
Chairman?

It seems to me in the theory and practice of unemployment

ALDERSON REPORTING COMPANY, INC,
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1 insurance, unemployment insurance is a deferred wvage. It is

2 bargained for. It is a part of the agreement on compénsation.
3 There is an insurance principle involved, but the employee
4 has obtained it as a benefit. It is no different, that resirsi

5 person is no different receiving his pension, then a person

6 receiving dividends in dusks. And a rension is n=zotiated az o
7 deferred wage.
8 We would not ask a perscn who took stock options from a

9 company, as it were, not to receive other benefits. That is
10 his property. He may be looking for work. If he is looking

11 for work, he is entitlad 5o that,

12 These are large guestions. I do not think they should e
13 resolved. They are issues oF socizl policy. I 3do not thinx
14 they should be resolved in the context of employing the

15 budget resolution that we are nct sure is going to take

18 effect.

17 Mr. Stern: This is the only item on the list wherse you
1B actually have a policy written into the law that is harsher

19 than that. It simply says that there is a dollar for dollar
20 offset. Unlike the other items, there is something that is

21 written into law.

22 Senator Chafse: Mr. Chairman?
23 The Chairman: Senator Thafee?
24 Senator Chafee: A possible compromise might be not %o

25 deduct from the unemployment compensation that portion of %he

LY
54

&

ALDERSON REPORTING COMPANY, INC,
300 7th STREET, S.W. REPORTERS BUILDING, WASHINGTON, D.C, 20024 (202} 554-2345




’ ' pension that the employee contributed to.
2 In other words, let us say that there is an entitlement
‘l. 3 plan from Zompany X which the employee contributed half to, say

4 the total gension is $100 a month of which the employee's
5 contribution would be responsible for, say, 50, Jjust like our

8 own pension
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8 So tl
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pension for the employee -- we

9 will say $100 a week. Let's put it on that basis. $50 is a

~g 10 return of his own contribution. 83850 is the employer's
o 11 gcontritution,
i o s . X . ' S . - . . -
. 12 _nen nhave the empicysr's contribution be deducted from the
e - N ) v v .~ X > [ ]

13 unemploymens g2mp rather <haen the 2ull ZJollars since the
~@
~ 14 employer is the sole verson tc pay into unemployment comp.
— 15 Senator ZFzcxwood: Would the same theory be true for the
~ 18 half of Soclal Security that the =mployer pays?®
2 17 Senator Chafez: VYes, I thinxk sc., Yes, I think you coull
= 18 work that ouc.
s

18 Senator Packwood: What is it, Mike, that the National

20 Commission recommends on this?

21 Mr., 3tern: They mention simply repeaiing the pension
22 offset provision.

23 Senator Packwood: Repealing what?

24 Mr. Stern: Repealing the provision in present law thact

25 requires the offset so each state would make its own

|
\
|
|
|
|
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1 determination on how to handle it.
2 Senator Packwood: They would recommend allowing each

3 state to determine for itself?

4 Mr. Stern: That is correct.

5 Senator Packwood: Eliminate that March 31, 1980 date we
6 have?

7 Mr. Stern: That is right.

8 Senator Chafee: The House has not gone that far, have

9 they?

10 Mr. Stern: The Ways and Means Subcommittee has held

11 hearings -- I guess even the full Committee has repcrted out

12 the administration proposal.

13 Senator Chafee: Which is what?

14 Mr, Stern: I think it is -- I had thought it was based

15 only on employers. Maybe Mr. Weatherford would like to

16 comment, I telleve he is saying it is the proposal you

17 described, Senator.

18 Mr. Weatherford: Basically ours was basically what you

19 had outlined, that you do take into account employee

20 contributions into it. If the employer contributed, say, 50

21 percent or more, then you would make some sort of pro ration in

22 there. think that would be what we would support on this.

=t

23 That is basically what the House Ways and Means Committee
24 reported out also, sir.

25 Mr. Stern: Under this suggestion you would not take into

7
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' account Social Security. You would only be talking about

2 private pensions,

3 Senator Chafee: You could take Social Security. I do not
4 xnow.

5 Mr. Weatherford: We understand Social Security is taken

6 into agceount, I helieve, in <ha2 =House bill,

7 That is right, sir,

3 Mr. Stern: I am sorry.

9 Senator Packwood: Have we nhad any hearings on this? I

10 feel like I am legislating in the dark.

1 The Chairman:

12 sublect.

t

13 Senator Zoren:

14 hearings on this.,.

Senator 2oren conducted hearings on this

Yes, lIr. Jhzirman., We have had two

15 < would lixe at this point, 'in terms of urging the

16 Comnmittee to proceesd

ahead, I know when I served at the state

17 Level when I was running for She Senate, nothing was talked

18 about to me by the average citizen on the street more than

19 abuses in the unemployment system. I had more comments about

20 that, more resentment toward it.

21 We have found,
22 of these changes --
23 states, not exactly
24 them -- by changing

25 the Committee staff

for example, in our state, by making some
which, by the way, have been adopted by 32
controversial since 39 states have followed

items one, two and four on the sheet that

has prepared in terms of disallowing

L
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. 1 benefits to those who voluntarily quit work without cause and

2 will not accept employment, we have found astounding results in
. 3 our state,

4 Our fund was broke. I would point out I see a number of

5 people around this table whose funds are not only broke, but

6 owe $6 billion back %o the Federal Treasury,

7 What is the outstanding owed by the states now?
8 Mr. Humphreys: $5 billion.
0 9 Senator Boren: Do we have a list here of the states that
o 10 are owing substantizl amounts of money?
Al 1 Mr. Humphreys: It is on page 8,
: 12 Senator Boren: Page 8.
N . X
l‘:}. 13 Mr. Humphreys: Of the blue book.
- 14 Senator Boren: The number of states that still have
o 15 outstanding amounts, $410 million in the state of Connecticut;
= 16 3694 million in the state of New Jersey; $103 million in the
= 17 state of Rhode Island; $1.2 billion in the state of
> 18 Pennsylvania and so on.
18 There are some very significant -~  $335 million in the
20 state of New York -- some very significant amounts of money
21 that are still owed and if we are, indeed, coming into a period
22 of some economic problems under which we might see the
23 unemployment rate go up and some of these additional beneflits
. 24 triggered and all of us want to take care of the people who are

25 genuinely unemployed, I would say we are running grave risks if

gt
Yig e

.
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1 we do not anticipate these developments and try to save in the
2 areas where the funds are belng paid out on an illegitimate

3 basis.

4 Our fund was broke in our state. We were absolutely broke
5in 1976. We were going to have to ralse employer contributions
6 significantly or face having to go into debt again to the

7 Federal government for it.

8 We made some of these changes. The result was, within two
9 years, our reserves had risen from $155 million -~ the highest
10 in the state history. We reduced the employer contributlon for
11 30,000 employers.

12 We found that over 60 percent, I think, of the claims in
13 our state were being made by people who voluntarily guit werk
14 or were Tfired for cause, not iaid off in any kind of economic
15 downturn, or people who refused to accept work when offered.

16 What we are dealing with here is 2 program that has been
17 highly abused, funds that are set aside in an insurance program
18 to take care of people who are thrown out of work by recession,
19 by change in the trade laws, or other things.

20 We are really threatening, I think, money that is set

2t aside for them. We are allowing abuse of money that they paid
22 into.
23 If we are golng into a period of downturn with $5 billion
24 still owing, with all due respect, especially the states that

25 have money owing, I think they would have the first

ALDERSON REPORTING COMPANY, INC, = ° -

-~

300 7th STREET, S.W., REPORTERS BUILDING, WASHINGTON, D.C, 20024 {202) 554-2346




407

0990990 72 |

. 18

! repsonsibility of trying to void any abuses so we do not have
2 this problem in the future.

3 So I would hope that we would not say to the American

4 public that we want to turn our backs on this. The Commission
5 when we had the hearings in which we considered their |
6 continuation, I have urged Shem again to look a2t areas in whizh
7 we can prevent abuse and where we can find some areas of

8 savings, so we can pay to those who generally deserve it.

9 I do not think we ought to drag our feet on some of these
10 things which are very clear-cut. The issues are not going to

1 change. It is going %o be the same thing next year, the same
12 thing two years from now.

13 #nen the Commission reparss bacx, £thay are nct going 2

14 change. We either want to face up to them or we do not. I

15 think we shculd.

16 The Chairman: Mr. Moynihan?

17 Sernator Moynihan: ¥r., Chairman, Senator Boren has no:

18 said a word I disagree with except that the element of time and
19 the fact that the Commission -- what the Senator's subcommittee
20 1s thinking about is a major departure in this area towards

21 Federal standards and really sort of Federal rules, almost, and
22 there 1s a logic to tha%, but it is a logic that this

23 Committee, which has sz responsibility for the Social Security

24 Act and the Unemployment Compensation legislation, would really

25 want to give a month's serious consideration to, and will next

)
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1 year.

2 I wwonder, sir, if we could ask the administration what it

3 feels at this point?

4 The Labor Department is here.

5 The Chairman: Mr. Weatherford, would you like to speak to
6 Shat?

7 Mr. Weatherford: Thank you.

8 Senator Moynihan, in our testimony, we generally %took th

9 same position tﬁat you did. I think the National Study
10 Commission has just been extended and has under consideration
11 many of these particulzar areas here.
12 As we indicated, many of them we have concerns about but
13 beliave that that Commission ocught %2 =ake that under
14 consideration.
15 I think another comment I would like to make, Senator
16 Long, is that many states already have these provisions in
17 place,
18 As Senator Moynihan said, you are going towards putting a
18 standard in, because 43 states now addréss the question of
20 duration, disqualification, that Senator Boren is talking
21 about. They already do that.
22 Senator Nelson: I do not understand. Forty~three
23 states -~
24 Mr. Weatherford: Forty~-three states already have a

25 provision to disqualify people who quit, or voluntarily quit,

ALDERSON REPORTING COMPANY, INC,
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1 their jobs to disqualify them for the duration of their

2 unemployment.

3 The Chairman: Forty-three states already have 1it?
4 Mr. Weatherford: Yes, sir.
5 The Chairman: Ve are talking here in the areas where you

o .

Shzs2 reccmmendasions have to do with arsas o

=

8 have zct mest ¢
7 the extended benefits which is where the Federal government is
8 paying the whole thing. All right.

9 Now, where you have got something that works out to be a
10 rip~off and forty-three states already recognize the thing %o
11 be a rip-off, why do we have Lo wait for that Commission to

12 report.

13 They were suppcsed to have reportad already. When ir.

14 Cowen, who 1s the Chairman of that Commission, was up here T

156 told him out there on the Senate Floor, they mandated us to

16 come up with $1.4 billion worth of svings. He did not say it
17 for the record; we were not talking on the record at thas

18 point. He said, I could give you a number of things where you
18 could save some money and you have every right to do 1t, he

20 said.

21 For example, the states have a right to complain about

22 your mandating in the area where the state matching applies and
23 where the state laws apply but in the area where the Federal

24 government 1s paying the whole cost of it, you have the right

25 to tell them how it should be done. Where you get down to

18
ALDERSON REPORTING COMPANY, INC,
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T something that 43 states agree that it is a rip-off and all

2 logic agrees that 1t would suggest that it is a rip-off, why do
3 we have to wait for some commission to come ia here?

4. Senator Packwood: Could I ask a further gquestion? Did

5 you say --

6 Tha Cheirman: The Chairman of the Jommission 2o0uld &2
7 you right now that he thinks it is 2z rip-off.

8 Senator Packwood: Did you say that 43 states have a

9 provision that if you voluntarily quit you are never eligible
10 for unemplcyment compensation?

1 Mr. W

14

atherford: No, sir. ©Until you become re-empioyed.,
12 Senator Packwood: I understand the re-—employed part. You
13 were saying i you voluntarily guit this job, 23 weeks 30

14 weeks, S50 weeXs go by and you cannot find a jcb. In fthose 43
15 states you are not eligible for unemployment compensation?

16 Mr, Weatherford: That is correct, sir.

17 I would just like to have, in addition, in the remainder,
18 no state pays an individual unemployment benefits when they

19 quit. They disqualify them for a specified period of time, and
20 after that if they are unable to find work, that is the

21 difference.

22 But no state in the country pays benefits just 1f you quit
23 your Jjob and start paying benefits.

24 Senator Packwood: Only seven will pay them after a

25 certain specified period of time. Is that right?

A

ALDERSON REPORTING COMPANY, INC, ..
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1 Mr. Weatherford; We call it ﬁine because we include

2 Puerto Rico and the Virgin Islands,

3 Senator Packwood: Forty-three will not pay them no matter
4 what length of time has elapsed?

5 Mr. Weatherford: That is correct.

(D

) Senator Long, if I could respond, one of the 4iff

'.Jh

Avs

+
cu 2

7 in dealing with the Federal standard in terms of individual
8 state law --~ for example, one cf the states now that provides

9 for a fixed duration or a fixed disqualification, Texas, they
10 can disgualify an individual up %o 25 weeks.

n If we put in the provision we are talking about here which
12 is duration disqualification, the individual quit the job, goes
1B back and gets another job for six to eight weeks and qualifies
14 so that they would be back to your rolls well before the time
15 under the proposed deal than you have under current law. It is
16 a complex thing, trying to deal with something where you have
17 so many different state laws involved.

18 I think that is at the heart of trying to be surse.

19 You know, we have had some standards where we have had to
20 wrestle around on how to impose those things.
21 The Chairman: Where we are paying 100 percent of 1t, no%
22 the state program at all, a Federal program, we are paying 100
23 percent, the states are just passing the money on through. Do

24 we not have a right to say how that should be handled?

25 Mr. Weatherford: There is no question about your right %o

ALDERSON REPORTING COMPANY, INC, n
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do it.

Senator Nelson: 100 percent of what? What benefit is 100

percent pald for by the Federal government?

.
4
Loenms

The Chairman: The extended benefits.

Senator Boren: The Chairman is right. If you look at

one,

. o IR W) P E RS N vyt . -
two and four on this sheel, whara we ars saring ;7o

are disqualified for the duration of the unempioyment from

that incident, voluntarily quits, discharged for misconducs,

and so on.

it,

Let’s take

T

the

we were

savings

number one. Let's settle with number cne.

es do

ct

to do that and mandate that that all sta

would be 3300 million a year. In fact, 41

states plus Puerto Rico and the District have already done

that.

What you are saying 1is, let's no

ck

g2t into the whole

16 philosopnhical area of mandating something on the states. Let's

17 just over the part that the Federal government, and the Federal

18 government pays it after the 26 weeks. When we go into the

19 extended benefits, then we are talking about Federal money.

20

All you are saying is why not have the Federal government

21 adopt the same standards with Federal money that 43 of the

22 states have already seen it to adopt, to prevent abuse,.

23

We are lagging far behind the states in terms of what the

24 Federal government is willing to say in terms of spending its

25 own money.

300 7th STREET, S.W., REPORTERS BUILDING, WASHINGTON, D.C. 200247(7202) 554-2345
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1 The Chairman: Senator Moynihan had his hand up, then

2 Senator Chafee.

3 Senator Moynihan: I had spoken more than I intended, Mr.
4 Chairman, I would just like to say that when we have heard each
5 other out here, I am going to offer a motion to defer this

8 matter until the repsrt 2f Sha Ceommission is before us. I

7 think it is a large and important undertaking and this

8 Committee should give a good chunk of its time next year and

9 that will be time enough.

10 That is all I have %to say.
1 The Chairman: Mr, Chafee?
12 Senacor Chafee: Mr. Chairman, I would like to point out

1

5

13 that the Federal government Joes not solely come into this

ty

14 program after the 26 weeks has expired. The Federal

16 government, right from the beginning of the program, pays the
18 entire administrative cost of it, so what is our annual --

17 forget what we pay for extended benefits. What do we pay Jjust
18 year by year for administrative costs?

19 Mr. Humphreys: $1.8 billion rightlnow.

20 Senator Chafee: So the Federal government has some reason
21 to insert themselves into this whole program and set some

22 standards.

23 The Chairman: Mr. Packwood, then Mr. Dole.

24 Senator Packwood: I want to come back again to the 26

25 weeks. You are saying in these 43 states, after the person has

.
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Tquit, he never gets any benefits. After 26 weeks has gone by,

2 the Federal government will start to pick up benefits?
3 Mr. Weatherford: No, sir.

4 Senator Packwood: Where did the 100 percent Federal

5 funding come from that the Chalirman talks about? What benefits

g8 are those?

7 Mr. Weatherford: I do not think it is 100 percené Federal

8 funding. 50 percent for the extended benefit program which

9 triggers in after week 26 when unemployment reaches the trigger

10 level.

1 Senator Packwood: Let's come back to the voluntary quit,

12 where you have those states that will allow an individual to be

13 qualified for unemployment compensation after a period of time
14 has gone by. Who pays those benefits?

15 Mr. Weatherford: The states. After week 26,

16 Senator Packwood: From week 26 onward they are fully

17 funded from the Federal government?

18 Mr. Weatherford: 50 percent.
19 Senator Packwood: 50 percent.
20

Are any of the benefits 100 percent fully funded by the

21 Federal govermment?
2 Mr. Weatherford: Not currently.

23 Senator Packwood: Those states that choose to go beyond

24 the 26 weeks or the extended benefits or allow benefits after a

25 voluntary quit are paying 100 percent of the benefits up until

ALDERSON REPORTING COMPANY, INC,
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1week 26. If they allow a person to come back on unemployment
2 compensation after quitting, they are paying 100 percent of the
3 benefits?
4 Mr. Weatherford: Yes.
5 Senator Packwood: After that, they are paying 50 percent
6 of the benefits, so in no event is “he Chairmar right that we
7 are paying 100 percent of the benefits?
8 Mr. Weatherford: That is correct.
] Senator Packwood: The $1.8 billion in terms of
10 administration that Senator Chafee talks about would be very,
11 very insignificantly affected, “he administrative cost, by
12 whether or not we adopt any of these suggested reforms., 1Is
13 that not true?
14 Mr. Weatherford: The additional administrative costs, or
15 savings, would not be that great, no sir.
16 Senator Packwood: When we say this is Federal money --
17 here again, we love to use this distinction. That money is
18 simply money paic into the Unemployment Compensation fund at
19 the Federal Treasury by the employees, is it not?
20 Mr. Weatherford: Federal unemployment.
21 Senator Packwood: Whereas they pay another portion of the
2 money to the state fund?
23 Mr. Weatherford: That is correct.
24" Senator Packwood: The only reason it becomes Federal

25money is because we happen to have got it, so while that may

ALDERSON REPORTING COMPANY, INC, e
L
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Tgive us a right «--I hate to use fhat word ~-—-a pight to tell
2 the states how to spend the money we would have the same right
3 with the revenue sharing or anything else, if you go under the
4 theory that the money belongs to us,

5 The Chairman: Senator Dole?

8 Senator Dole: Apparently Senator Moynihan is going %o

7 offer a motion. Maybe we should dispose of that,

8 If he prevails, we would not be discussing any specifics.
9 I just read in the St. Louis Post-Dispatch over the week-end
10 that Kansas is being visited by a lot of military retirees

11 because they come into the state and qualify as soon as they
12 are discharged. They are told by the Veterans Administration
13 0 head for Kansas where they can pick up 26 weeks of

14 unemployment comp. They cannot do it in Colorado, so we are
16 getting a lot of Chamber of Commerces helping along. They

16 spend a lot of *their money there while they are in Kansas, and
17 they need it,

18 It seems to me that ought to be stopped. Kansas gives

19 military retirees an opportunity to double dip and they tell
20 them to head for Kansas and you get $123 a week for 26 weeks
21 while they search for a civilian job. They come to Kansas

22 because in Colorado unemployment benefits are reduced by the
23 amount of military pension, so they come to our state.

24 I Just wonder, would this be taken care of, Mike?

25 Mr. Stern: I read the article., The way the article

ALDERSON REPORTING COMPANY, INC,
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1 April 1st, unless we postpone this, 1t will be changed.

2 In '76, Alaska, California, Georgia, Kentucky, Nevada, New
3 Jersey, North Carolina, North Dakota, Puerto Rico, Rhode

4 Island, South Carolina, Texas and Vermont are not in compliance
§ but they will make the appropriate changes, hopefully before

6 April 1st.

7 Senator Nelson: Mr. Chairman, I want to say something on
8 the motion which has been, or will be, made by Senator

9 Moynihan. I think that there is no doubt, at least from what
10 I have read and looked a% over the years, that there are

11 abuses, waste, some worse in some states than others, and there
12 ought to be some corrective action.

13 That is the reason that we have a nationa: commissicon.,

14 I used to understand guite a bit about She program when I
16 had to work with it in the legislature and as Zovernor, but 1%
6 has been a good many years and it is enormously complex and it
17 does seem to me tha® we ought to address ourselves %to all of

18 these issues after the Commission has made its report.

19 We have the same thing on Social Sécurity. Some people

20 wanted to make corrections in the Social Security law. That is
21 what we created the Social Security Commission for. 1In fact,
22 1t has not completed its work, so we are now going -- I will be
23 proposing on a bill next week, this week, the disability act,

24 that we extend the Commission another year because they tell us

25 they cannot complete their work.
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1 Some of this stuff sounds very simple. I undertand
2 Senator Long's argument. I also understand Senator Moynihan's
3 argument.
4 I am not prepared without looking at the Commission's
5 report, plus some hearings, to make a Judgment plecemeal on
6 various aspects of the unemployment insurance business.
7 So I prefer, and shall vote, to postpone taking any action
8 until the Commission reports.
9 Senator Bentsen: I would like to ask the Senator from

10 Oklahoma, you had two days of hearings?

1 Senator Boren: Yes. We had two days of hearings.
12 Senator Bentsen: OCn any specifics?
13 Senator Boren: VWe had hearings on all 14 items, the

14 second set of‘hearings we had ---we had hearings on all of the
15 14 suggested staff items.

16 Senator Bentsen; If this motion of Senator Moynihan's

17 does not prevail, are you going %to be offering some of these
18 suggestions? Do you feel that your Committee has taken

19 sufficient action or not? ’

20 Senator Boren: I cannot speak for the Committee because
21 the subcommittee did not attempt to take any action. The staff
2 merely prepared these as a set of suggestions and I would think
23 that what we should do is go through them.

24 There may be some that have a great deal of opposition or

25a lot of confusion about them that we can discard. There may

ALDERSON REPORTING COMPANY, INC,
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1 be others that may be fairly noncontroversial that we can go

2 ahead and adopt at this point.

LY
3 Certainly there are many of them which I favor. I realize
4 that my vliews may not be representative of everybody on the

5 Committee., I see a few nods to that effect.

6 The Senator from Oklahoma, when would this report be made
7 by the advisory committee.¥

8 Mr. Stern: July, 1980 is the statutory date.

9 Senator Chafee: How long have they been in existence?

10 Mr. Stern: They were established by the 1976 unemploymens

11 amendments. They were a little bit late.

12 Senator Roth: One of the things that concerns me, to be
13 very candid, I do not think it is at all realistic %o think

14 that some time after July, 1980 in a major Presidential

15 election that there is going to be major reform, at least in so
16 far as tightening the requirements of this legislation.

17 So that it seems to me that there is a great deal of merit
18 to the position of the Senator from Oklahoma, at least with

19 respect to what appeared to be some of %he more glaring

20 weaknesses that we ought to consider and correct them. If we
21 do not like them, we can always change it again later.

22 Could I ask the Senator from Oklahoma how much savings

23 would you expect per year to be a result of your

24 recommendations?

25 Senator Boren: This would depend somewhat on whether or

ALDERSON REPORTING COMPANY, INC,
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1 not the national rate of unemployment was such that we had a
2 national trigger activated.

3 The higher the rate of unemployment, and if the national
4 trigger were activated, the savings, if all of these things

5 were adopted, could run between $2 billion and $3 billion.

8 Senasor Zoth: Per year?
7 Senator Boren: Yes.
8 Senator Roth: We are talking about a very substantial

9 amount of money.

10 Senator Boren: A very substantial amount of money even if
11 we just adopted a part of them, a fourth of them, you are still
12 talking about significant amounts of money.

13 Your point about the Commission is well taken. I support
14 the extension ¢f the Commission.

15 Frankly, I would not have done so if I thought it would

16 cause us fto lag behind in our duty and hide behind a study

17 commission which itself is going. Whenever you try to get the
18 business groups, the labor groups, all of the others who are

18 interested in this kind of thing to com; out with a consensus,
201t i1s difficult and I would suspect it is not just because

21 they had a late start after two years that they have not been
2 able to come ouf with any recommendations.

23 Some of these issues are tough. They are pretty

24 straightforward, but they are tough to resclve.

25 I do not think that we should -~ some of the technical

ALDERSON REPORTING COMPANY, INC, $i:
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lareas yes, I think we should wait on their recommendations.

2 . Your point 1s well taken. Some of these things ought to
3 be done and I would just say I would think it would be a good
4 signal to the country if we could get some of these

5 accomplished before the next election.

8 The Chairman: Senator lMcynihan?
7 Senator Moynihan: Mr. Chairman, I would like to simply

8 say I again have the greatest respect for what Senator Boren is
9 saying. The point he makes about the time that the Commission
10 is taking, the Social Security system is a treasure of this

11 ration because it represents agrsement among parties that have
12 often been in conflict and they have labor and the business

13 community and have found it possible, over btwo generations now,
14 to reach agreement in these matters.

15 I would remind this committee overwhelmingly, it is their
16 money we are talking about and when they do reach agreement

17 then the Congress is in a good position to legislate. I do not
18 think that agreement has been reached yet.

19 There is no discord on that Commiséion. They are Jjust

20 trying to solve problems.

21 Without speaking further, I would move to defer at this

22 time without study until some future time. I do not think we
23 are constructively read to take up this question.

24 The Chairman: Call the roll.

25 Mr. Stern: Mr. Talmadge?
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S8enator Talmadge: No.
Mr. Stern: Mr. Ribilcoff?
Senator Ribicoff: Aye.
Mr, Stern: Mr. Byrd?
Senator Byrd: No.

Mr. Stern: Mr. Nelson?
Senator Nelson: Aye.

Mr. Stern: Mr. Gravel?
(No response)

Mr. Stern: Mr, Bentsen?
Senatcr 3entsen: No.

Mr, Stern: M¥r, MYMatsunaga®
(Iic response)

Mr, Stern: Mr. Moynihan?
Senator ¥oynihan: Aye.
Mr. Stern: Mr. Baucus?
(No response)

Mr. Stern: Mr. Boren?
Senator Boren: No.

Mr., Stern: Mr. Bradley?
Senator Bradley: Aye.
Mr., Stern: Mr. Dole?
Senator Dole: No.

Mr, Stern: Mr. Packwood?

(No response)
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1 Mr. Stern: Mr. Roth?

2 Senator Roth: No.

3 Mr. Stern: Mr. Danforth?

4 (No response)

5 Mr. Stern: Mr. Chafee?

6 Senator Thafee: No.

7 Mr. Stern: Mr. Heinz?

8 Senator Heinz: Aye.

9 Mr. Stern: Mr. Wallop?

10 (No response)

11 Mr. Stern: Mr. Durenbergzr?

12 Senator Durenberger: Aye.

13, Tr. Stern: Mr. Chairman?

14 The Chairman: No.

15 Mr. Stern: Mr. Packwood?

16 Senator Packwood: Aye.

17 The Chairman: On this vote, the yeas are seven and the

18 nays are eight. Not voting at this moment are Messers. Gravel,
19 Baucus, Danforth and Wallop and Matsunaga.

20 Senator Dole: It looks like a draw.

21 The Chairman: Here is letter. I have Mr. Baucus's proxy
22 here. He would record himself -- |

23 Senator Boren: Is 1t safe to say it is not an overwhelming
24 mandate?

25 Senator Ribicoff: I would think, Mr. Chairman, it is

ALDERSON REPORTING COMPANY, INC, "R
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1 complicated by another problem because\lt is so close. That is
2 the question that we are here basically under special

3 reconciliation process under the Budget Act and the conference
4 1s deadlocked between the House and the Senate.

5 I think many of the proposals of Senator Boren are

6 excellent, but 1f we are golng to have to determine which one

7 we take and which one we do not take, now we do not know what

8 the requirement will be in reconciliation when the Budget

9 Committees come to an agreement.

10 Just to see what the feeling is, I would move that we

11 defer any further

action on this this until we have a

¢ < et

12 conference report from the two houses on the Budget Resolution.
13 Then we would know. We would have the feeling here if we

14 should wait on this until these decisions are made.

15 The Chairman: I think that might be a fair compromise of
16 the issue.

17 Senator Boren: Mr. Chairman, I would move that we defer
18 action of the Committee until the Budget Committee —-

19 The Chairman: £ the Budget Commi£tee 1s going to call

20 and estimate major savings in these areas, it would seem to me
211f we have to make major savings in the social welfare areas we
2 are going to have to make recommendations here and frankly

23 Looking at the Senate Budget Committee expects of us, my

24 reaction was to plead with people to vote to put something out

25 there that would save a lot of money even though we anticipate

-
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1 the Senate might vote it down.

2 If we want the recommendations of them, my reaction would
3 be let's put something out theré and those who want to vote for
4 1t, give them an opportunity to vote that way 1f they want to

5 and anticipate that the Senate would not do it, probably would
6 not.

7 In any event we would have discharged the burden put on us

8 by making the recommendations.

9 All in favor of the Ribicoff motion, say aye?

10 (A chorus of ayes)

1 The Chairman: Opposed, no?

12 (No response)

13 The Chairman: The ayes have it.

14 Let's go on to the next mat:er.

15 Mr. Stern: I am not sure, Mr. Chairman, that there is

16 anything more to bring up until you know what the amount

17 allowed by the Budget Committee is. I am not sure that there
18 1s anything to go on to, then, until you know what amount you
19 are talking about in general for the Buaget Committee.

20 The Chairman: How about the Trade Adjustment Assistance?
21 Mr. Stern: The Trade Adjustment Assistance bill as it

22 passed the House cost $200 million. I would think that would
23 be in the same category.

24 If you at act on that --

25 Senator Packwood: Is that a dispute between the House and
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1 budget offset? That 1s part of what they have to resolve. It
2 falls into the same category.

3 The Chairman: If that is the case, without objection we

4 will save that one.

5 Senator Roth: Mr. Chairman, on the House side -— could I

6 have the attention of ths Commistee?

7 The Chairman: The Senator from Delaware is recognized.

8 Senator Roth: Mr. Chairman, I would just like %o point

9 out in the case of trade adjustment legislation, on the House
10 side, funds have been specifically provided for. They have

11 already acted on the Zegislation and I would point out that

12 last year in the very closing hours of the Congress both sides
13 acted favorably on this legislation.

14 I think that there is, in a sense, what you might call =
15 social compact in this area. We recently passed, I believe,

¢ almost unanimously the multi-national trade agreement. At that
17 time, labor went along with that legislation, but I think there
18 was a general understanding that we were going to take action
19 on the trade adjustment legislation and correct certain

20 weaknesses.,

21 It concerns me that, again, we are saying, let's delay.

2 This legislation was adopted. I think there was something like
2316 votes against it in the closing hours. The only reason it
241is not law today is the fact that some nongermane amendments

B were offered and they were killed because there was no way of
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T resolving that in the closing minutes of the Congress was

2 possible,

3 I would wish that we could at least that we could at least
4 report 1t out of committee and move that far ahead and see

5 where we are, then, with respect to the Budget reconciliation.
6 Senator Nelson: I agree with Senator Roth. We did act on
7 this last year. I think there is an understanding that we

8 would act on it again.

9 I think we are going to act on it. We might as well act

10 on it now.

11 Senator Byrd: How much money is involved?
12 Mr. Stern: There is about $200 =miliion in the bill.
13 Senator Nelson: It is pretty much a compromise agreement,

14 1s it not?

15 Senator Roth: That is correct.
16 Senactor Nelson: The administration?
17 Senator Roth: Everybody has been working very hard on

18 this legislation, Senator Moynihan, Senator Nelson as well as
19 others.

20 And I think we have ironed out most of the areas of

21 dispute and for that reason I would hope that we could at least
22 report it out of this committee and the Chairma and the rest

23 can decide at what time it should be brought up.

24 The days are slipping by very rapidly and if we do not act

25 today, I can see exactly the same thing happening, Senator

Vo
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1 Nelson, that happened last year. We had to add it at the very
2 last moment and it fell -- not because it did not have almost

3 unanimous support, but because people had been up all night and
4 were tired. That 1s not fair to the people we are trying to

5 help.

6 This country has adopted a liberal trade policy. It Is 2
7 policy that has been in effect for many years. We have made

8 the deliberate decision that we are going to permit competitors
9 to export their products to this country which causes the loss
10 of Jjobs for American workers.

" It seems to me that we have an obligation to those reople
12 when it is a deliberate act of the Federal government to make

13 that adjustment.

14 I would urge that we would act.

15 Senator Heinz: Mr. Chairman?

16 The Chairman: Let me just ask about this matter.

17 Do I understand that there are funds, $200 million, for

18 this in the House Budget Resolution and nothing in the Senate
19 Budget Resolution?

20 Mr. Stern: That is my understanding, Mr. Chairman.

21 The Chairman: Then it would seem to me that a logical

22 compromise would be to split the difference. It is all right
23 with me to report out whatever amount of money they would put
24 in the budget for 1t. I would think we could take enough time

25 to see what they are going to allow us. That is what we are

12
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talking about here.

The part I am concerned about, I am willing to vote for

enough money to use whatever the budget will allow us for this

function.
Senator Packwood: Mr. Chairman, I will tell you exactly
what the situation is. The House had $200 million, we have

nothing. The House Budget Conferees will be happy to accede to
our figure and have nothing, period.

It is going to be a battle over whether that or $100
million so that there is no particularly heart among the Senate
or the House conferess to keep the figure. ‘

Senator Heinz: Mr. Chairman, on the merits of the
legislation, this is an issue that I know that Senator Roth nas
been deeply involved in for a number of years, as I have I and
a number of other members of this Committee. I am sorry, of
this Committee. And as a result of that invelvement, I think
that legislation represents a rather carefully crafted meeting
of the minds and it takes some of the ideas that all of us have
been working on for some period of time. The administration
has sat down with affected parties. The have worked out a very
carefully crafted approach that is quite thoughtful.

I thnk that it would be a shame to first of all ignore all
of the work and time and effort that has gone into this. It
would also, as a second point, be very, very unfair to American

workers.
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1 I think Senator Roth is correct that we have opted for an
2 approach best known as free trade. We all know that there are
3 casualties when it comes to the question of free trade. Many
4 of the peopble on this committee have taken considerable

§ political risk because it is in the interests of the greatest
6 number to have free trade, not protectionism.

7 But we have all, I think, got to recognize that we need So
8 have some xind of safety net for workers or small firms that

9 are caught and are casualties of what is a right policy.

10 That is essentially what Sentaor Roth is trying to

11 achieve for us here.

12 I would hope that we could get on with it.

] o

13 Senator Roth: May I make one observasion? We do nos kxnow
14 what the Budget Committee will do, but I think, as has been

15 brought ocut, that all sides have reached, I think, pretty

16 careful compromises, so I would think the legislation could go
17 through rather easily.

18 As far as the amount of money is concerned, how you phase
¥ it in, there is some flexibility. We have several members on
20 the Budget Committee, Senator Packwood and Senator Moynihan

21 just to mention two, so I think that the ways and means of

22 taking care of it, as far as the Budget is concerned -- would
23 you agree with that, Mr. Moynihan?

24 Senatcr Moynihan: I would hope that is so. Senator

25 Packwood would, also.
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1 Senator Ribicoff: If the Senator would yield, could you

2 not, Mr. Chairman, hereto, as before, since the sentiment seems
3 almost unanimous for this legislation to vote it out with the

4 understanding that 1f the Budget Conference has a different

5§ figure we can come back here and reopen and adjust the figure

6 to take care of whatever the Budget Committee has.

7 Senator Roth: As I say, at that time, by some adjustment

8 of the dates and so forth we could probably take care of the

g problem.

10 Senator Moynihan: Senator Packwood, do you share that

1 vigw?

12 Senator Packwood: As long as the Committes realizes that

13 we vote on a2 $200 million, we may still have to come back and

14 make choices,

15 Senator Moynihan: We will do our best. We may have to

16 come back. We would.

17 Senator Packwood: Mr. Chairman, I would like to add one
18 thing to this. I am not asking for money. One of the things
19 that we face in Oregon, Trade Adjustment Assistance for people
20 who lose their Jjobs. I would like to have a study attached to
21 this bill by Commerce, labor or both, to report back within six
2 months to a year as to whether or not one, workers are affected
23 in the same manner by imports and two, what they would suggest.

24 Senator Nelson: A study?

25 Senator Packwood: A study from Commerce or the Department
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1 6f Labor or both on the effect -- we are talking about lowering
2 trade barriers. It hurts both ways. One on imports and one on
3 people who lose Jjobs and exports where we are exporting raw

4 materials when we used to put in finished products here, and we
5 are becoming more and more a raw material exporting country and
6 I would like to have a study on that.

7 We have never had hearings. I am not suggesting it become
8 a part of this bill for payments, but I would like to have a

9 study on it.

10 Senator Roth: Mr. Chairman, it is my understanding that

11 there is a committee chaired by the STR that includes
12 representation from Commerce and Labor that would be
13 appropriate to make that kind of study and I would think that
14 -— I do not know its official name, but there is a committee

15 already involved in this sort of thing.

16 Do you know what they call that Committee?

17 Mr. Stern: A coordinating committee.

18 Senator Roth: A coordinating committee.

19 I think that is a worthwhile propo%al.

20 Senator Packwood: I would be happy to draw up an

21 amendment. I am not asking for benefits, but I would ask for a
22 study.

23 Mr. Stern: Mr. Chairman, if you are going to ask for the

24 substance of trade adjustment assistance, we would like to call

25 your attention that there is a GAO study which takes quite a

.oy
-
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1 different viewpoint on trade adjustment assistance and

2 questions, whether there is a value in having a special higher,

3 longer, benefit program for persons whose unemployment is due
4 to imports than persons whose unemployment is due to other

5 economic causes.,

6 Their suggestion was that the Trade Adjustment Assistance
7 program be modified so that i1t applies only after the six

8 months and that the benefits be at the same level as the

9 ongoing regular unemployment benefits. That was a suggestion
10 that we would have made in the context of having to achieve

11 savings overall in the unemployment aresa.

12 Senator Boren: Mr. Chairman, I would point out we did
13 have testimony on the trade adjustment program. This is

14 another area, by the way, that the Commission on Unemployment
16 Compensation has in its study purview. Cne of the areas they
16 are still looking into, in fact, the state director's

17 association offered testimony expressing great skepticism and

18 reservatoins about the program because the program because they

19 say once you give special benefits to péople who are unemployed

20 for specific reasons, that you are doing some damage to the
21 coherence of the system because an unemployed person is an
22 unemployed person is sort of the line of reasoning.

23 I am not necessarily opposed to the trade adjustment
24 1tself, the assistance. I think there are some special

25 problems here because of the recent changes in the trade laws
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1 that we hve passed. I Just would point out that that is also
2an 1tem that the Commission will include 1in its report and
3 where there 1s a substantial disagreement among the state
4 directors of the unemployment programs.
5 Senator Roth: Mr. Chairman, I would like to go back to
6 the basic concept here. I recognize and I respect that there
7 are a number of people, partlicularly of the staff, who disagree
8 with the concept, who feel that workman's compensation is the
8 answer, but I think that the basic condition under which we
10 have agreed in the past on trade adjustment is that this is
11 only equitable, this is only fair in return for support among
12 the people who are going to be affected for a liberal trade
13 policy.
14 I happen to have been a strong suopporter for the
15 multi-national trade agreements. I happen to recognize that
16 that is going to have an adverse effezt on workers. It is
17 going to have an adverse effect on firms.
18 This legislatlon involves firms as well.
19 It also has an adverse effect orn communities that depend
20 on these industries.
21 I think that the concept has already been recognized.
22 Basically what we are going to do is try to work out some of
23 the inequities and coverage so that we do deal fairly and

24 squarely.

25 As I mentioned while there are some groups in disageement,
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1 General Accounting's report is not out. It will not come out

2 until next year, as I understand it.

3 We have a number of employees who have been unfairly

4 treated in the past. I just think that this is, again, time to
§act. I will be very blunt with you., I will bet that there is
6 not a piece of legislation before the Congress that somewhere,
7 somehow, we do not have some kind of commission or study group
8 reviewing, and that is all very fine. The General Accounting
9 Office is the tool, or servant of the Congress, but we are the
10 ones who have to make the decisions.

i Since we have had discussions I will not belabor ~- labor,
12 business, I must say people on both sides of the aisle on this
13 committee have worked very hard to feel that we have a viable
14 vehicle. For that reason, I think we should move ahead.

15 The Chairman: Let's talk about the bill. Let's talk

16 about the GAO recommendation at the same time.

17 Senator Roth: Let me, if I may, Mr. Chairman, I would
18 welcome any of the other Senators to step 1In at any time, but

19 there have been, as I have said, a number of compromises worked

20 out.

21 One of the inequitles which have happened in the past is

22 that a number of employees were not eligible for trade

23 adjustment because of a so-called one year rule. The one-year
24 rule meant that the application had to be made with a year of

25 the severance. Unfortunately, it was not well known that many
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1employee§ were not covered Qho otherwise would have been

2 entitled to it.

3 As a result many of the proposals have been developed to

4 cover these employees and a compromise has been reached on the
5 part of OMB and the labor unions supporting the bill.

6 It provides that retroactive benefits would be available
7only to those workers who filed petitions but were denied

8 beneflts because of the one-year rule. Those who never filed

9 for benefits would not be eligible for retroactive benefits and
10 this would reduce the roughly $200 million cost by about $20
TTmillion.

12 The retroactive costs would drop from $50 million to $3¢C
3million.

14 A second area where a compromise has been reached is with
18 respect to the number of work weeks required for

6 eligibility. Under the bill, under the present law, to be

17 eligible for Trade Adjustment Assistance, one had to work 26 of
18 the last 52 weeks. The House modified that to provide that you
1Phad to work 40 of the last 104 weeks.

20 One of the great concerns and unhappiness about the

21 present law was that if an older employee, for example, was

2 sick and did not work was that that counted against him and he
2B was not eligible for trade ad justment.

24 Again, a compromise has been reached, that we would

25 continue the present requirement of 26 of the last 52 weeks,

f
ALDERSON REPORTING COMPANY, INC, v 3
300 7th STREET, 8.W. REPORTERS BUILDING, WASHINGTON, D.C. 20024 (202) 554-2346




3

4 4 8

i

000 JdudJdy

ket 49

‘1but sick leave, military leave and vécation time would be

2 included and would not count agalnst you and this would reduce
3 the cost of this provision from approximately $5 billion.

4 A third compromise that has been reached by OMB and the

5 labor unions was that an additional 26 weeks for older workers

(3]

as a brldge to Social Security would be retained.

7 The report language would clarify that these benefits

e ¢)

would terminate when Social Security is available even if a

9 worker theoretically were eligible for adjustment assistance.
10 Pinally, at our request, the labor unions have agreed to
11 eliminate the recomputation reguirements. A number of the

12 states have been very unhappy because, under the present law,
13 there had to te a recomputation of a worker's benefit as

14 frequently as every guarter.

15 This requirement increased the cost of the present program
16 of administration as a burden to state governments and also
17 delays in delivery of benefits to workers. So agreeent has
18 been reached on that.

19 Senator Moynihan: Mr. Chairman, may I just endorse what
20 Senator Roth has said?

21 This is sound legislation. There have been improvements
22 made that Senator Roth has described and there is a

23 repsonsibility incumbent upon this committee. This was an

24 agreement made. It is not unfair.

25 Senator Heinz and Senator Nelson would agree that this was
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1 an agreement made about the'conditions under hwich the United
2 States would take what seemed to be at the time an unlikely

3 declsion to maintain the liberal trade policies of the past two
4 generations, which would keep our agreement.

5 Senator Ribicoff: Mr. Chairman, I think we do owe an

6 obligation. Senator Roth, Senator Heinz and Senatcr Moynihan
7maké a very sound point. It is even more important.

8 One of the problems that weakens America's competitive

9 position in the world ié that our international competitors do
10 everything that they can to buttress strong industries.

11 American policies is usually surrounding weak industries and
12 therefore, as a government, we constantly lose out.

13 With MTN it would seem, having voted 90 fto 4 that we are
14 about to change our policies and do everything we can for

15 strong industries that there wlil be a period in American

16 society that the weak industries are going to be hurt and go
17 under and to wait until the strong industry can absorb that

18 employment will take a considerable period of time.

19 During all the discussion it was assumed that we were

20 going to do whatever we could in trade adjustment assistance.
21 So, I think having voted 90 to U4 to change America's

22 export-import policy that this Committee really owes an

23 obligation to pass this legislation. It is an implied promise
24 that we made to ‘the people who are going to be hurt, and I

3% would hope that we could vote it out.
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Agaln, in the event that the conference committee
indicates that we are overboard, we can adjust the amount in
thls legislation.

The Chairman: Sentaor Dole?

Senator Dole: I agree with everything that has been said.
it the same time, if there is some credibility to the GAO
study, parts of which are available, it is just a waste of
money to prove that we all believe in what we are about to do.
It does not make much sense.

We have a GAO representative here and I understand that
the study will be completed on January 1, 1980 -~ either that
or before then.

I do not want fo hold up anything, but if there is a
chance that we can reduce the cost, and not have any impact on
what Senators Roth, Heinz, Moynihan, Ribicoff and others seek
to do, then I think we ought to make those modifications.

We are talking about a %etroactive eligibility which is a
$50 million item. |

I wonder if I could have GAO comment on the area that you
feel needs to be addressed?

Mr. Coughenour: I believe our basic feeling is that the
benefits ought to be added on to the end of the regular
unemployment insurance eligibility period which would provide

the benefit period adjustment that the workers need.

We found that most people who received benefits went back

ALDERSON REPORTING COMPANY, INC,
300 7th STREET, S.W. REPORTERS BUILDING, WASHINGTON, D.C. 20024 (202) 584-2346




4 4

i

030000 Y

3?2

1 to work by the time they received them. There were many people
2 who, of course, did need the benefits who were off a long

3 period of time. Those are the people, I belleve, that the

4 pbenefits ought to be addressed to.

5 By adding the trade adjustment assistance cash payments on
6 after they have exhausted their regular unemployment insurance
7 benefits, but that they would get an extended period of

=~

8 employment, of income protection, in which to find employment,
8 and that is our basic feeling which would save quite a bit of
10 money, based on the results of our study.

1 Senator Dole: Is there any guarrel with that?

12 Senator Roth: Mr, Chairman, what I would point out, what
13 the GAC is proposing is 2 very 3di7Zsrent approach. What they
14 are saying is that you add on the so-called trade adjustment at
15 the end of unemployment compensation. Unemployment

16 compensation depends on what the state does and varies by area
17 to area.

18 I would point out that you already have a reconciliation
19 in the sense that your unemployment compensation is deducted
20 from your trade adjustment but I do disagree that that is a

21 very different, very fundamental change in this legislation
22from.what is already on the books.

23 What we are saying, what Senator Moynihan and others have

24 sald, in return for a national policy that we should take care

25 of these people especially because they do suffer from a

a

44
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1 deliberate Federal policy of promoting the importation of
2 foreign goods. That means a loss of jobs.

3 You know, conceivably you could have all kinds of
4 different approaches, but I think we already have a law on the
5 books. What we are proposing is to do away with some of the

6 ineguities and I would move that we could vote it out

7 accordingly.
8 The Chairman: I think we should discuss the bill point by

g point. It is the Job of the Committee to recommend what would
10 be done about it.

11 Why do you not, Mr. Stern, if you can, give us the points
12 that we need to decide and see if we can decide them?

13 dr. Stern: The first element in the House bill -~ maybe
14 the best way would be to take the staff blue book called "The
15TradelAdjustment Assistance Program'", the description of the

16 House bill which is identical to S. 227 By Senator Roth and

17 others.
18 It begins on page 5 of this blue book.
18 The requirement under present law for eligibility says

20 that sales or production of the workers' firm or appropriate

21 subdivision must have decreased absolutely and increased import
22 articles like or directly competitive produced by the workers!'
23 firm, or an appropriate subdivision, must have contributed

24 lmportantly to the workers! partial or total separation,

25 The first provision in the House bill, which is the
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1longest single cost item, says you can permit a finding of

2 eligibility on the basis of a threatened absolute decrease in

3 sales or production and you can expand the eligibiiity to

4 employees of firms or appropriate subdivisions whoibgovide

5 essentlal parts or services to trade-impacted firms, not simply
6 the employees of the firms themselves immediately trade

7 impacted.

8 The House bill does not actually specify a minimum portion
9 of sales or production they would have to be provided. The

10 Senate passed bill last year provided that at least 25 percent
11 of total sales or production of the secondary firm have to --—
12 that was the minimum threshold in order for them to get trade
13 ad jJustment assistance.

14 The Chairman: Let me ask you this. Let's look at some of
15 these points.

16 Do we want to provide adjustment assistance where there is
17 a mere threat of injury?

18 Senator Roth: Mr. Chairman, I think that that has to be
19 clarified. The findings can be made on’the threat of damage,
20 but no payments can be made until it is actually suffered.

21 The problem under the present legislation is that there

22 has been too long of a delay. For that reason the workers have
22 not received the assistance when most needed.

24 That 1s when they are out of a job. All they are

% providing is to do the preliminary investigation, that there is
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1 this threat of suffering, loss of workers, but no payment can

-

2 be made upon that finding.

3 It is only when there is actually a resultant loss of
4 work.

5 The Chairman: Is that what the bill provides?

6 Mr. Stern: I am sorry. I should have left out that

7 parenthetical remark. This is designed to allow the processing
8 of the claims faster, not to change the eligibility standard.
g The part that is important, the second part in terms of

10 cost, namely expanding eligibllity to secondary firms, that is,

11 firms that supply parts or services.

12 Senator Roth suggested a few minutes ago the standard

13 there be 50 percent.

14 Senator Rotn: I did not suggest 1t would be 50 percent.
15 Mr. Stern: You did not?

16 Senator Roth: The administration suggested it.

17 Let me spell out what is here. That is a very important

18 change that needs -- what the House bill does ——

19 Senator Dole: The Downey amendment.
20 Senator Roth: Which I think is only ethical.
21 Let me point out what I am talking about. You are an

22 automobile manufacturer. You produce some of the bumpers for
23 your cars but you also buy bumpers from an outside supplier.
24 The Toyota, or some other foreign car, comes in reduces

28 sale and there is a certification required under the law.
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1 Under cuprent law, the workers who make the bumpers for the

2 American automobile manufacturer, is entitled to trade

3 adjustment and would secure it. Right across the street, the

4 independent supplier who is making these bumpers for the

5 American manufacturer is left out in the cold.

6 To me, it is very hard to argue that there is anything

7 fair or equitable about that.

8 So what has been done, they have eliminated that

9 requirement that that outside supplier has to supply 25 percent
10 of its sales to this company and instead when you use exactly
11 the same criterion which is used in buying the automobile, the
12 manufacturer itself has suffered from imports.

13 This to me is just a clear-cut case of equity and fairness
14 in treating the American worker.

15 Senator Moynihan: May I say it is a clear-cut case of a
6 realistic understanding of what our economy is like? The end
17 product that is affected by trade ---this automobile or that

18 television set -—- a complex economy draws components from

8 hundreds of purchasers. This deals with reality.

20 Senator Dole: How far down the line does this go?

2 Senator Roth: Just the first tier.

2 Senator Dole: you could have a third and fourth tier.
23 Senator Roth: you could make a strong argument that it

24 ought to be carried further but I think that it is perfectly

25 obviously at least at the first tier at this time that we

vy
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1 should take that step.

2 On the basis of equity, I could argue it should go further
3 because of cost and otherwise there has been agreement reached

4 by most people concerned that this is the fairest way.

5 Senator Dole: Does the administration support this?
6 Mr. FPooks: Senator Dole, the administration does not
7 support the Downey amendment or the version that this committee

o]

reported out last year. The administration feels that because
9 of the uncertainty of the scope of the additional coverage

10 involved when you go beyond the first tier that you should go
11 through on expanding coverage in this area, that it should

12 cover only components at a 50 percent ratio, no stated ratio at

13 all, or 25 percent.

14 The Chairman: You represent a 50 percent ratio?

15 Mr. Fooks: Yes, sir.

16 Senator Dole: Lower tier and upper tier. It is the sme
17 thing.

18 The Chairman: Assuming he loses 50 percent of his

19 business. Supposing he is making parts’going into an

20 automobile, he is making parts going into an automobile. Would
21 you contend that the suppliers ---say he is making bumpers that
22 go on an automobile, that the supplier would have to lose 50

23 percent of his business before he could get some help.

24 Mr. Fooks: The way it would work, Senator Long, if the

25 workers are employed on bumpers in a particular production
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1 line, supplying 50 percent of their output to an automobile

2 that was import impacted they would come under the coverage of
3 the program. It would not have to be a 50 percent sales loss.
4 There would still have to be a decline in sales or production.
5 The Chairman: They would have to provide 50 percent of

6 their output to somebody who comes under that?

7 Mr. Fooks: That is correct.

8 The Chairman: Does the House bill say 25 percent?

S Mr. Stern: The House bill has no minimum.

10 Senator Roth: The House bill does what I say is fair and

11 equitable. It provides Zhat the same standard would be used
12 with respect to the first tier supplier in determining whether
13 it contributed substantially to his loss of business.

14 Senator Dole: Last year's btill we passed was 25 percent,
15 was 1t not?

16 Mr. Stern: Last year's was 25 percent.

17 Senator Dole: That cost $78 million. The administration
18 approach would cost$20 million and what we are looking at

19 would be $100 million. ’

20 Senator Roth: I feel very strongly if there is any merit
21 to the case, as I think there is for the reasons I already

2 outlined, you just cannot argue that it is fair to the second

23 group of workers who make the bumpers that they are not

2"'coverecl, and the first group is because you are giving them

25
a stricter test.

ALDERSON REPORTING COMPANY, INC, o
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1 You are discriminating by giving a stricter test.
2 The Chairman: That employer, if he can, would like to
3 attribute that unemployment, if he can, to the trade program.

4 The trade program is 100 percent Federal funds. Is that right?

5 Mr. Stern: The trade adjustment assistance benefits

6 are -—

7 The Chairman: Otherwise if it is not attributed to the
8 trade program, then it is applied against -- if it is not

9 attributed to the trade program, it would be applied to the

10 experience rating. He would have to pay more money.

11 Is that not right?

12 . i#lr. Stern: Well, for the first six months of benefits, I
13 guess, the “rade adjustment is supplementary to the regular

14 benefits so he still would be charged, either way, for purposes
15 of the regular benefits.

16 The Chairman: How about afser that?

17 Mr. Stern: After that, if there was no extended benefit
18 program as there is not in most states now, it would be 100

s

19 percent.

20 Mr. Fooks: It has no effect on the employer's experience
21 rating.

22 The Chairman: No effect on it.

23 Mr. PFooks: No.

24 Mr, Stern: Do I understand correctly that you are saying

25 that the 50 percent rule would only apply to parts, not

ALDERSON REPORTING COMPANY, INC,
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1 services?

2 Mr. Fooks: That 1s the administration's approach, yes.
3 The Chairman: Parts, not services.
4 Sentor Roth: Mr. Chairman, there are a number of cases

5 throughout the country where employees suffer by the importation

6 of the same foreign made products.

7 I do not know of any way you can explain that.
8 As I say, under the House bill ---which I strongly support
8 ~~ you have exactlythe same test for the manufacturer of the

W car as you do for the manufacturer of the bumper that is used.
11 They have to show that it contributed substantially to the work
12 loss.

13 Senator Dole: How would it work -- if we are all

14 concerned about the People's Republic of China, the impact on
16 textiles, next year they laid off a bunch of textile workers

16 and they were concerned about not the actual industry, but the
17 threat from the People's Republic of China and they would be

18 paid under this provision?

19 Senator Roth: That is going to another point.
20 Senator Dole: The first part of that.
21 Senator Roth: As I mentioned, there would be no payments

2 made unless, in fact, there was a reduction in employment
23 because of the actual importation of textiles from Red China.
24 Senator Dole: If the cotton were produced here, would he

28 get a secondary payment? Would he fall under it?
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Mr. Foster: Senator, the waX.it would work, i1f you had an
apparel manufacturer sewing a shirt, shirts were imported into
the United States, and displaced some of his production and his
workers, then the individual who supplied cotton cloth to him
would definitely be covered under this extension of the
brogram. The person who supplied the raw cotton %o the cloth
maker, it would not be considered a first tier producer at that
point and would not be covered, as I understand the concept.

Senator Dole: Even though he cannot sell his cotton?

Mr. PFoster: Yes.

The issue is you are extending this to a first tier
supplier and as you move furtherpr away from the actual direct
import impact, there is some concern that the causation element
basically the relationship between the imports and actual
injury gets weaker.

There is a desire to move it to one tier, because there is
a feeling that there is a substantial relationship there. If
you go beyond that, you are getting into an area where it
becomes very, very difficult to prove an&thing with certainty.

So I think that proponents of this proposal are saying one
tier because there we can say with some confidence you will
still have the relationship between imports and the impact of
the worker. Let's not go beyond the first tier until we have
some more experience and we can demonstrate, in fact, that

there is still going to be that relationship.

ALDERSON REPORTING COMPANY, INC,
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1 The Chairman: Let's Just talk about the service parts of
21it. What kind of services are we thinking about? Can you give
3 us some idea as to what type thing those services are likely to
4 be?
5 Mr. Fooks: The administration does not support coverage
6 of services.
7 The Chairman: What would it be likely to be?
8 Mr, Fooks: Both bills before the Committee, what they
9 propose is services essential to the production of an article.
0 That could be putting a coating on a metal. It could be
11 cleaning a bolt of cloth befeors it is manufactured into an
12 apparel item. Services such as that.
13 I do not think that the bills contemplate the coverage of
14 banking, financial services or retail trade.
18 Senator Roth: What they have in mind is such things as
18 trucking services where they truck material. I think that
17 would be one example.
18 The Chalrman: I can understand it to be injury if a guy
19 has a cafe across the street from the plant, but I hope we are
20 not including that.
21 Mr. Fooks: I do not think that is the intent.
22 The Chairman: I do not think we should have to take the
23 restaurant workers in. You do not think that would be included
24 anyway?

25 Mr. Fooks: In the legislative history from the House, it
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indicates that that type service would not be included.
The Chairman: It would include such things as
transportation of the product to the market and services

provided?

Mr. Fooks: I do not think it would in include
transportation to the market except where a carrier had a more
or less exclusive arrangement with a production facility.

Senator Roth: I think what is being talked about, Mr.
Chairman, is essential services and in the House bill,
certainly that could be done in the Senate bill. That would
spell it out in some care in the report.

The Chairman: ZIf I were to go along with it, I would
think, at a minimum, we ought to have the 25 percent test thas
we voted for last time. It seems to me if somebody -- that is
only about 1 percent of the person's business -- it just gets a
little too nebulous it seems to me. That 25 percent test we
voted for last time at least pins it down to the extent that
there has to be something substantial. It cannot be some minor
aspect of the person's business, and I would suggest that we at
least include that much of a test if we are going to do it.

Senator Roth: May I point out, Mr. Chairman, you are

22 talking in this case of the assistance to the workers. My

23

24 on how large that company is; in the case of the automobile

25

concern is when you have that 25 percent figure and it depends

manufacturer himself, if he has 25 or 100 employees put out of
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work who are making these bumpers, they are covered. Whereas,
if we put on this additional requirement with respect to the
first tler, that same number of employees would not be covered
on the outside unless it met that second test.

I do not see why we need any additional test for that
first tier. I would leave it exactly the same. It contributes
substantially and that finding has to be made.

Let me point out under the Downey amendment, those firms
and subsidvisions supplying essential parts to import-impacted
firms must show: one, a significant number of workers are
totally or partially separated; two, sales or production has
absolutely declined; and three, that the imports contributed
impbrtantly to the sepraticn or decline before they receive any
benefits.

That is the test for the first tier. The language

contributed importantly, exactly the same use for the end

product manufacturer. I think that is a hard line to draw, the
25 percent.

For that reason I would hope that we could keep the House
language.

Senator Dole: You are talking about $22 million, I would
think. You are not talking about very much -- $25 million or

$50 million, but there ought to be some direct link to trade
damage. That is the only obJjection I have.

If, in fact, they are displaced because of injury, I think

ALDERSON REPORTING COMPANY, INC,
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1 they should be taken care of', whatever tier they are in. I do
?not know. Anybody can do that without getting into

3 percentages to show a more direet link.

4 Mr. Foster: Senator Dole, the House bill in its language
5 does attempt to do that. What it essentially says, 1f you have
6 an end product being imported and a first tier supplier wants
7 adjustment assistance, he has to demonstrate to the Department
8 of Labor that that end product contributed substantially to his
9 unemployment, so his responsibility is to trace the effect

10 through.

" Senator Dole: Is that in our bill?

12 Mr. Foster: The House bill language right now, the 25

13 percent requirement would be an additional requirement that

14 would just weed cut, if you will, a number of firms in an

15 earlier stage who could not meet that.

16 On the theory, as a general rule, that they are not

17 supplying 25 percent of their production to an impacted firm,
18 they are not likely to be able to demonstrate this direct

19 relationship.

20 The House basically said, why bother to have that second
21 criterion? Let's make them demonstrate directly they can do
2 it, If they get the relief, they get the relief; 1irf they do
L not, they do not. But basically, they have to demonstrate it.
24 Senator Dole: I do not know if that will be acceptable,

25 Senator Roth: As long as there is a direct link, I do not
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see any problem with it.

Mr.-Foster: That is what the House bill requires, that
there be that direct link.

Senator Roth: Yes.

The House bill provides "such guidelines should establish
a2 direct significant supplier relationship exists." I would
assume we would have the same language in the Senate Committee
report. We want the link. There is no question about that.
That is the whole purpose of the legislation.

The Chairman: Let's go to the next point, then.

Senator Dole: Do we accept thas?

The Chairman: If somebody wants to move the 25 percent
limitation, they can do so. I am not going to move it.

Senator Dole: Are we going to do as Senator Roth just
suggested, to make sure that there is some direct link?

The Chairman: The bill so provides.

Mr. Stern: Senator Roth is suggesting the House language
and reference in the House Committee Repcrt that deals with the
question, too. Are you not, Senator Roth?

Senator Roth: What?

Mr. Stern: That you preserve the House language and
lncorporate the House Committee Report language.

Senator Roth: That is correct.

The Chairman: The next point.

Mr. Stern: The next point is another major element of the
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! proposal and it relates to what connection to the labor force

2 you have to have had in order to qualify for trade adjustment

3 assistance benefits, Under the present law, you would have had
4 to work 26 of the preceding 52 weeks in adversely affected

5 employment with a firm, or subdivision of the firm.

6 The House bill gives an alternative test of 40 of the

7 preceding 104 weeks. Senator Roth has proposed that you keep

8 the 26 of 52 weeks test but you allow sick leave and vacation

9 leave to be counted towards your 26 weeks of employment,

10 Senator Roth: That, Mr. Chairman, is acceptable to OMB or
1 the Administration, as well as to the unions.

12 The Chairman: What is this recommendation?

13 Mr. Stern: The recommendation is that you preserve the

14 requirement that an individual have worked 26 of the prior 52
5 weeks and not change that test, but that you allow him to count
16 towards his 26 weeks sick leave and vacation leave. So if he
17 had worked 23 weeks but was sick for three weeks, that would

18 count for 26 weeks.

19 Senator Roth: What has happened, Mr, Chairman, there have
20 been many cases where older employees may be out sick. Under
21 the present rule, those weeks that they were out sick counted
2 against them.

2 In the interest of fairness to them it is proposed that

24 those and vacations be counted in.

25 Senator Dole: I move that we adopt the Roth modification?
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The Chairman: All in favor, say agyge.
(A chorus of ayes)

The Chairman: Opposed, no.

(No response) |

The Chairman: The ayes have it.

Mr. Stern: The next item on page 6 of the blue book, the i
House allows older workers -~ that is, workers 60 years old --
an additional period of 26 weeks of benefits and Senator Roth
has suggested that that provision be included in the bill., It
is in the House bill.

The Chairman: How is that? Give that to me again?

Mr. Stern: It allows workers who are at least 60 years
old when they become separated an additional 26 weeks of
benefits beyond 78 weeks.

Senator Roth: The administration here, again, has
withdrawn its opposition to this. It is primarily a benefit to
the older workers and would cost $2 million.

Mr. Stern: It would allow up to two years of benefits

E4

A% 4

instead of a year and a half.
The Chairman: All in favor, say aye.
(A chorus of ayes)
The Chairman: Opposed, no?
(No response)
Senator Roth: One final modification, which we have

discussed with the unions who have been interested in this
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1 legislation and it is satisfactory to them on the recomputing
2 the benefits,

3 Under the present law, you have to recompute weekly wage
4 and benefits. This delays the delivery of benefits. The

5 states have objected. It has increased very substantlially the
6 administrative burdens to them.

7 I understand the administration supports the elimination
8 of this requirement. I have checked it out with groups

9 benefiting from the program. They do not oppose 1t.

0 Therefore, I suggest the Committee adopt an amendment adopted
11 by the Department of Labor eliminating this burdensome

12 provision.

13 I so move, Mr. Chairman.

14 The Chairman: All in favor, say aye.

15 (A chorus of ayes)

16 The Chairman: Opposed, no?

17 (No resopnse)

18 The Chairman: The ayes have it.

19 Senator Dole: That leaves the retroactive eligibility.
20 Mr. Stern: We have not come to that yet as to the extent

21 we are going through the book. This is a provision that was
22 not included in the House bill.

23 The next item to take up, Mr. Chairman, in the middle of
26 page 6 is a liberalization in the House bill for expenses of

25 unemployed workers finding new Jjobs.
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The present law allows 80 percent of necessary costs with
a maximum benefit of $500 of the cost of finding suitable work
and the House bill would increase that to 100 percent of his
costs with a maximum of $600.

It also provides for a long period of time in the case of
older workers %to seek new employment.

The Chairman: We are trying to hold the costs of it down.
It does not seem to me that it is necessarily 80 percent. That
1s showing that he is looking for an additional Jjob. If you
are paying 80 percent of it you are doing pretty well. That is
my thought, anyway.

Senator Roth: I wonder what the Labor Department thinks.

Mr. Fooks: We do not think there is a significant cost
associated with this, Mr. Chairman. We also propose a change
that would permit the government to reduce the grant or payment
by the amount ordinarily paid by employers so it will not be a
wash in terms of cost.

There is so 1little utilization now.

The Chairman: What do you think the cost of 1t would be.

Mr. Fooks: Less than $1 million, probably.

The Chairman: All right.

Mr. Stern: The House provision is $6 million. This is a
modification, am I correct?

Mr. Fooks: The House has 100 percent,

Mr. Stern: That is right.

ALDERSON REPORTING COMPANY, INC,
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. 1 Mr. Fooks: The modification we are talking about is
2 having the employer contributions offset is a modification.

. -3 Mr. Stern: This is a modification of the House provision.
4 Mr. Fooks: Yes.
5 The Chairman: Those in favor say aye,
- {A chorus of ayes)

7 The Chairman: Opposed, no?

8 (No response)

9 The Chairman: The ayes have it.
: 10 All right.
- X Mpr. Stern: The next item is at the top of page 7. This
e 12 only involves a small amount of money, nalf a million dollars.
"""“ 13 The bill broadens the definition of an adversely affected
= 14 employer to include the cases where a worker is totally
= 16 separated from other employment with a firm which adversely
; 16 affected employment exists within 190 days of being transferred
5 17 from adversely affected employment.
> 18 It would include workers totally separated from other

19 employment in the firm which adversely affected employment
20 results from the transfer because of lack of work or
21 re—-employment of another adversely affected worker.
22 That proposal is a fairly minor one and only involves a
23 half a million dollars.

. 24 The Chairman: Without objection, agreed.

25 Senator Heinz: Mr. Chairman, there is an issue maybe I
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1 should raise at this point which I think can be handled through
2 report language which has to do, through loss of Jjobs through

3 contract sales.

4 I would defer it to later, but I would like to discuss the
51ssue briefly. I do not want to interrupt Mr. Stern's

6 presentation. Let me just put a footnote.

7 The Chairman: We will get to it.

8 What else is there?

9 Mr. Stern: All right.

10 The next item, a significant cost item in the House bill

11 cost $50 million. It allows retroactive filing of applications
12 in the case of workers separated from employment between

13 October 3, 1974 and November 1, 1977.

14 Senator Roth has proposed a modification. That is to say,
156 he would extend it to that period but not for workers who had
16 never applied.

17 Senator Dole: Take out the open season.

18 Senator Roth: Take out the open seson. That would save
19 $20 million to $25 million, about half.’

20 The modification that the administration would support

21 this provision, if we eliminate the open season, it would only
2 be retroactive with respect to those who had actually applied.
23 Senator Dole: Go to 'T7 or '76?

24 Senator Roth: 'T4 and '77. A worker between October, 'Tl

25 and November '77.
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1 Senator Dole: The administration supports that?
2 Mr, Pooks: Yes, the administration supports 1t.
3 The Chairman: All in favor, say aye?
4 (A chorus of ayes)
5 The Chalrman: Opposed,‘no?
6 (No response)
7 The Chairman: The ayes have it.
8 All right. Does that take care of it? TIs that all we
8 have on the bill?
10 Mr. Stern: That takes care of the worker portion.
1 Mr. Foster: The House bill, 1543, alsc has some

12 provisions relating to firm adjustment assistance whereby a
13firm who is impacted by imports can receive loans or loan

14 guarantees or technical assistance from the government.

15 The first amendment that would be made by the House bill
18 would be to say, in addition to having to show that imports had
7 actually resulted in a decrease of sales or production of the
8 firm in order to qualify for assistance, a firm could also show
1 that there is a threat of a decrease in its sales or

20 production,

21 The theory behind this is the same as the analagous

22 provision in the worker case. It would allow a quicker

23 certification, but actual benefits would not be paid until

24 there was an actual impact, an actual increase in the sale or

25 production.
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1 The administration does oppose this. The estimated cost
2 is about $300,000 a year for this proposal.
3 The Chairman: Those in favor, say aye?
4 (A chorus of ayes)
5 The Chairman: Opposed, no?
6 (No response)
7 The Chairman: What is the next one?
8 Mr. Foster: The next one is the analagous provision to

9 the labor provision with respect to firms which supply goods or
10 services to a produer that is actually impacted by imports.

11 Here the House bill does have the 25 percent supplying

12 requirement, l1.e., that the supplying firm must supply at least
13 25 percent of its production to the firm that is actually

14 impacted.

15 The reason for the difference here, essentially is that in
16 the firm case you are dealing with a unit and you are basically
17 saying in order for a firm to receive adjustment assistance,

18 this is the best way of making sure that there is, in effect, a
19 relationship. In the worker case when &ou were dealing with

20 individual workers they wanted to have that particular

21 requirement.

22 The Chairman: Without objection, agreed.
23 Senator Dole: What is the administration position?
24 Mr. Foster: Well, the administration also opposes this.

25 They would be willing to accept an amendment if you raised the
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1 25 percent requirement to 50 percent and applied it only to

2 goods, they would support that. So they would eliminate

3 services and raise the 25 percent requirement.

4 The Chairman: How much money 1is involved in that?

5 Mr. Foster: As in the House bill, it is $13

6 million. As would be acceptable to the administration, it is $8
7million., So I think there is approximately a $5 million

8 saving.

g The Chairman: Without objection, we will go along with

10 the 25 percent test.

11 What else do you have?

12 ‘Mr. Foster: The next series of amendments in the House

13 bill relate to program benefits. The first amendment relaczes
4 to technical assistance., When a firm has been certified for

18 eligibility to apply for program benefits, they have to come up
6 with a program demonstrating how they will adjust to the import
17 competition and how they will use the loan or loan guarantee

8 that is provided to them, in preparing this plan the government
19 can now pick up 75 percent of that plan if it is prepared by a
20 private contractor or they use some sort of private individual
2t to do this.

22 The bill would raise that pick up by the government to 90
23 percent. In each case, it is discretionary with the Secretary
24 as to whether the firm is able to pay for it. If he decides

25 the firm 1s able to pay on its own, the government does not

A ”
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1 have to pay anything. If he decides the firm is unable to pay,
2 then the government could pick up to 90 percent of it under the

3 amendment.

4 The cost of this is approximately $3 million a year.

5 Senator Roth The administration —-

6 Mr. Foster: The administration has no objection to this.
7 The Chairman: Okay. Without objection, agreed.

8 What else?

9 Mr. Foster: The next provisions relate to finanecial

10 assistance, the actual assistance that is given to the firm

11 once they qualify. These include loans and loan guarantees.

12 Under present law, any single firm may, at any one time,
13 not have more than $1 million in loans from the Federal

14 government nor more than $3 million in loan guarantees.

15 The House bill would amend this to make it $3 million at
16 any one time for any one firm with respect to direct loans and
17 $5 million for loan guarantees. Additionally, the House bill
18 provides that with respect to loan guarantees, the Secretary of
19 Commerce contracts to pay annually for hot more than ten years
20 interest rates subsidies to, or on behalf of, the borrowing

21 firm in amounts sufficient to reduce by a maximum of four

2 percentage points the interest palid by the borrower on that

23 loan,

24 So you have a firm that goes out and borrows money from a

25 bank. It 1s guaranteed. The government could provide an

ALDERSON REPORTING COMPANY, INC,
300 7th STREET, S.W. REPORTERS BUILDING, WASHINGTON, D.C. 20024 (202) 564-2345




S s

77

T interest rate subsidy of up to 4 percent of the amount that the
2 borrower is having to pay for the money.

3 There have been no objections to these provisions received
4 by the committee.

5 One other provision, I should indicate. Right now, the

6 cost on the direct loan to the borrower is essentially the

7 Treasury cost of borrowing plus a small percentage to cover

8 losses under the program.

9 What the House bill would do would be to eliminate that

10 addition for small costs, for covering the costs of the

11 progranm.

12 No objections to any of these provisions by the

13 administration were received from any source. The annual cost

¥4 for fiscal 1980 is about $10.2 million for this provision.

15 The Chairman: Any objection?
16 Without objection, agreed.
17 Mr. Foster: That is all on the firm provisions. That is

8all that I am aware of in the bill.

19 I believe the administration may héve some additional

20 amendments they want to recommend in the labor provision.

21 There was one area that was not covered there.

22 Mr. Stern: Mr. Chairman, I wanted to mention one thing.
23 There are authorizations for appropriations here in the firm
24 part and also in the worker part and for Budget Act purposes,

25 would you prefer to leave the effective dates fiscal '80 but

ALDERSON REPORTING COMPANY, INC,
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1 Mr. Fooks: Mr. Chalirman, we would like a provision

2 which would provide the Secretary of Labor with authority to

3 suspend existing certifications so that workers whose most

4 immediate lay off 1s clearly not related to trade would not

8 recelve benefits.

6 It 1s a situation that arose during the past coal strike
7 where we found that steel workers were getting laid off at

8 Sparrows Point and other mills in the country who were covered
9 by an exlisting certification but whose immediate lay off had
10 nothing to do with imports. It was the result of the coal

11 strike, and that is a situation we would like to be able to

12 manage.

13 We cannot do it under the existing authority.

14 The Chairman: Without objection, agreed.

15 Any more administration suggestions.

16 Senator Heinz?

17' Senator Heinz: If not, Mr. Chairman, I have two items I

18 would like to raise which grow out of experiences we have had
19 in my state,. [

20 The flrst issue has to do with the laws of contract sales.
21 These have been discussed with the staff, but let me Just cover
22 them briefly.

23 When a flrm sells an item that is produced under written

24 contract rather than being sold from inventory and where there

2%51s a long lead time required for the manufacturer to ship those

L
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1 items, there is a possibllity the firm which has bid on

2 contracts that are only awarded to a foreign competitop will,

3 in fact, experience an absolute decrease in production and will
4 have to lay off workers.

5 Yet, under present law they are denied adjustment

6 assistance because an increase in imports of that product has

7 not yet occurred, even though obviouslyit is going to occur.

8 They have lost the contract to a foreign bidder.

9 In this situation, there is simply Jjust no question that
10 an increase in imports is going to occur when the production of
11 the goods by the forelgn supplier is completed, but that

12 increase, as I mentioned, is not reflected in the import

13 statistics at the time the petition is considered.

14 So under the way the present legislation works, workers in
16 firms which are already suffering the injuries the program was
16 intended to remedy cannot receive the help on a timely basis.
17 So what I would propose, Mr. Chairman, is that we have

18 appropriate language to be included in the report to clarify as
19 follows, that the Secretary of Commerce!should provide all

20 possible technical assistance -~ and by that, I mean short of
21 financial assistance which is permitted under the act in terms
22 of the advances to prepare reports and so forth -- so that the
23 firm may expedite the preparation of its proposal for economic
24 assistance when, number one, a contract has been awarded to a

25 forelgn supplier to purchase goods whose production takes some

ALDERSON REPORTING COMPANY, INC,
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1 time and which will be delivered at a future date.

2 Two, it 1s highly probable that there will be increased |
3 Imports of such products.

4 Three, there has been an observable impact on the firm and |
51ts workers by virtue of loss of the contract, namely, decrease ]
6 in sales and production and separation of workers. By this

7 means, firms that, in all likelihood would be eligible for

8 economic assistance under this program would be able to receive

9 that assistance more promptly by having been helped in

10 preparing the application materials in advance.

1 Senator Moynihan: May I say, Mr. Chairman, that seems to
12me -~ I know of comparable situations in my state and --

13 The Chairman: What is the administration's attitude

14 towards that?

15 Mr. Williams: Mr. Chairman, this is the first we have

16 heard of this but on the surface it appears to us to be highly

17 speculative. A firm that is very prosperous that lost one

18 contract could come in under this provision for trade

19 ad justment assistance and it would be Géry, very difficult for

20 us to make the determiantion -~

21 Senator Heinz: I do not think you understand the

2 proposal. It is not your fault; I am not saying that

23 accusatorily. This does not grant adjustment assistance. What
241t does do 1s get things processed early.

25 Mr. Williams: We are processing things very quickiy now.

ALDERSON REPORTING COMPANY, INC,
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TIt is Just a question of receiving the petliton. They would be

N

covered under the threatened provision that is in the law

3 right now. You would not need that.

4 Senator Heinz: The problem is that these contract sales

(7]

situations are such long lead times and they deal with future

6 production as opposed to selling from inventory. I think we

~

would all be much more —-

8 The problem is that somebody comes in and says we think we
9 are going to be eligible for adjustment assistance. We have

10 just Zost a big contract of light railcar vehicles from

11 Boeing-Bertahl or General Electric. AMTRAK has bought them

12 from the French, or the Atlanta Mass Transit Authority has

13 bought them from the French, and we anticipate that in nine

14 nonths we will be out of business and we want to get ready for
16 this now.

16 Mr. Williams: As I understand it --

17 Senator Heinz: Indeed, those two firms are out of

18 business --

19 Mp. Williams: As I understand it --

20 Senator Heinz: We do not want them to be turned away by
21 the Commerce Department because they cannot demonstrate that

22 the 1mport has not yet occurred.

23 Mr. Williams: As I understand it, the amendment that has -
24 just been adopted by this committee, which is in the House

25 bill, that would be covered because there would be a threatened

ALDERSON REPORTING COMPANY, INC,
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1 decline in production or sales and we could then go ahead and
2do it under the way the House bill is now written.
3 Senator Heinz: It may, but I would be more comfortable if
4 this were in. This does not change the law. It simply gives

5 you guldelines.

] Mr. Willlams: We would have no problems.

7 The Chairman: All in favor say aye?

8 (4 chorus of ayes)

9 The Chairman: Opposed, no.

10 (No response)

1 Senator Heinz: Mr. Chairman, the second issue concerns

12 the treatment of subdivisions of firms where the subdivisions
13 produce related or interim goods which have not experienced

14 increased imports where the firm as a whole is no longer viable
156 because of import competition.

18 My concern is based on the history of a firm in Pittsburg,
17 Pennsylvania, the Heppenstahl Company, which ceased operations
18 in December of 1978.

19 Most of the workers of Heppenstahl'were certified eligible
20 for trade adjustment assistance because they worked on products
21 which had suffered a direct increase in imports. However, the
22 employees of the materials handling division because imports of
23 the particular product they had worked on had not increased,
2¢notwithstanding the fact that they, too, lost their jobs when

25 the firm went out of business in 1978,

ALDERSON REPORTING COMPANY, INC,
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1 So they lost thelr jobs because of imports but were denied
2 ad justment assistance because of the Catch-22 situation. The
3 partlicular product they worked on were not, per se, impact

4 related.

5 It seems to me that the Labor Department made a very

6 tortured reading of the statute. I am told that the Labor

7 Department evaluated the eligibility of this division

8 separately because of the statutory provision that there must

9 have been an increase of imports of articles like or directly
10 competitive articles produced by the firm or an appropriate

11 subdivision.

12 I think it should be clear that, in this instance, the

13 materials handling division was an integral part of Heppenstahl
14 and 1ts economic viability was damaged by the increased

15 imports.

16 To remedy this, I recommend that appropriate language be
17 included in the report to clarify the meaning and significance
18 of the term appropriate subdivision. That language should

19 include consideration of the extent of 1egal and financilal
20 integration of the division into the firm as well as the nature
21 of the product it manufacturers. It should make clear that
2 workers of a particular subdivision shall not be denied
23 ad justment assistance simply because they produce a different
24 product when the subdivision is an integral part of the firm

25 that goes out of business because of imports.
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300 7th STREET, S.W. REPORTERS BUILDING, WASHINGTON, D.C. 20024 {202) 5564-2345

3



IR RN
@

85

1 Senator Moynihan: May I endorse that proposal?
2 The Chairman: Does that give you any problem over in the
3 admnistration part of 1it?
4 Mr. Pooks: I am afraid it will, Mr. Chairman. Again, we
5 are in an area where imports are noft a direct cause of the
6 unemployment problem. If we could be confident that it would
7 only be a half a dozen employees involved in every case, the
8 cost implications would not be that serious but we just do not
9 know. Conceivably, you could double the case load in a given
10 situation.
1 The problem arises because the intial injury test
12 contribute importantly test, that we apply to import-impacted
18 workers is a minimal test. So it may be true, unfortunately,
14 that workers who are producing an unimport-impacted product
15 become displaced, because a plant just goes out of business in
16 one major area. But the initial impact on imports should not
17 be assumed to be the major cause, as it was IiIn the Trade
18 Bxpansion Act or anything more than an lmportant cause which
19 does not necessarily, under the legisléﬁion, have to be a very
20 significant impact.
21 So we have problems with that.
22 The Chalrman: Can somebody give me a concrete example so
231 could understand what we are talking about.
24 Senator Heinz: Yes. I will give you the example from

25 Pittsburg, Pennsylvania, where I live.

ALDERSON REPORTING COMPANY, INC,
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1 The Heppenstahl Company manufactured a range of products
2 including some products and controls from thelr materlels

3 handling division which was a small part of their operation.

4 They had one big plant.

5 They went out of business and were found to have gone out
g of buslness because of import competition. All the =mployees
7 in that plant save the employees in the materiels handling

8 division -~--~I do not have the exact number of employees -~-- are
g now getting trade adjustment assistance because they lost theilr
10 Job because of imports.

11 The few employees in the materiels handling division who
12 lost their jobs at exactly the same time as all the others --
13 because the firm closed. It went out of business. That is ift.
14 Goodbye. They are just as out of work as the other 80 or 30
15 percent of the other employees. They are out of work for

16 exactly the same reason.

17 The only difference is that they are not getting

18 ad justment assistance benefits.

19 The Chalrman: Why 1s 1t they are not getting the

20 benefits?

21 Senator Heinz: Because there is a provision in the
22 present law, or an lnterpretation of the present law, that
23 says unless the particular product line you are working on 1s :
74 in fact a line that was impacted by imports, you cannot get ~--

25 The Chairman: What were they working on?

ALDERSON REPORTING COMPANY, INC,
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1 Senator Helnz: They were working on the products produced
2 by the materiels handling division. Exactly what the materiels
3 handling division makes -~ oh. They made little vehicles that
4 carried all the other stuff in the plant around.

5 Mr., Fooks: If that was the case —--~and I am not saying it
6 1s not the case -~ we would have covered them. But if we

7 denled them, that is not the case.

8 Senator Heinz: What happened was that there was an

9 unofficial opinion glven by the Labor Department. It was not
10 a written opinion; it was not an official opinion; but it
11 discouraged the company from applying.
12 The Chairman: Are you asking for an amendment to the
18 bill, or are you --
14 Senator Heinz: ©No, I am asking for report language to

15 qualify this and I think staff has the actual language, do you

16 not?
17 Mr. Foster: We understand what your concept is.
18 Senator Moynihan: Do I not understand the Department of

19 Labor to say that they would agree with you in such a case and

20 therefore --—

21 Senator Heinz: Actually, I have heard two things. I have
22 heard that they disagree and that they agree.

23 Senator Moynihan: You have to have selectlve hearing in

24 caes like that. The Department could accept such language,

25 could you not?

ERN
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1 Mr. Fooks: We could accept it if --
2 Senator Heinz: It does not change the law. It Jjust tries
3 to get your legal department on the stick.
4 Mr. Fooks: The problem that we are afraid of is that the

5 language could be used to apply to a situation, say the

6 Hemtranic plant in Detroit which produced several different

7 types of vehicles and employed thousands and thousands of

8 workers and I believe we have made a finding in that case that
9 one production line was injured, was producing an intermediate
10 type care and two or three other production lines were not

11 injured.

12 Now, I am not sure with the language you are proposing

13 whether we would have any grounds for denying certification to
14 the other three production lines.

15 Senator Heinz: I understand your concern. My goal is not
16 to qualify 90 percent of the production when a division

17 accounting for 10 percent of it is lost to imports. That would
18 be as tortured a construction of what I believe the Labor

19 Department did in this instance. ‘

20 I think what happened is that you had an inexperienced or
21 too zealous lawyer saying, do not bother to apply on this.

22 Here 1s what the law says. Do not bother us with these

23 details. Just go after those product lines where there were

24 import impacts and that clearly is not what you believe is

25 right, elther.
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1 The Chairman: It seems to me as though if you want to
2 spell it out in the language that where some minor aspect of a
3 firm is not producing an import-competitive article but the
4 overall operation is that when the whole firm shuts down those
5 who produce that minor aspect of the overall operation would
6 not be denied it just because that part of it was not import
7 competitive.
8 Senator Heinz: Mr. Chairman, we will work out language
9 which meets, I think, what we all agree on.
10 The idea is not to qualify the body for adjustment
M assistance if a hand or arms is lost. But if the head and the
12 trunk are separated, we would like the remaining digits to

13 qualify.

14 The Chairman: All right. That is fair.

15 All right. Without objection, agreed.

16 All in favor of reporting the bill, say aye?

17 (A chorus of ayes)

18 The Chairman: Opposed, no.

19 (No response) ’

20 The Chairman: The ayes have 1it.

21 Senator Heinz: Thank you, Mr., Chairman.

22 (Whereupon, at 12:35 p.m. the Committee recessed to

23 reconvene at 10:00 a.m. on Wednesday, October 24, 1979.)
24 -

25
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