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EXECUTIVE SESSION
THURSDAY, SEPTEMBER 22, 1983

. UeS. Senate
Committee on Finance
- Washington, D.C. V

The Committee met, rpursuant tc notice, at 10:3C a.m. in
Rccm SD-215, Dirksen Senate Cffice Building, Hon. Ect
Packwood presiding.

Present: Senators Dole [presidingl, Packwcod.aDanférth,
Chafee, Feinz, Wallog, Dﬁrenterger, Armstrong, Symms,
Grassley, Long, Bentsen, Hatsunéga, Moynihan, Baucus, Bcfen,
Bradley and FPFryor.

Senator Fackwood [rresidingl: The Cﬁair is over on  the
House side testifying and will be here shortly, and hé has
asked that we start, and Sheila will gc thrcugh scme of the
sugges ted pending reductions. Sheila.

Senator LCurenberger [presidingls The Chairman uill te
here shortly. He is testifying on the House side. It is his
suggesticn we begin the morning session by reviewing the blue
book recommendations with regard to health care. Sc I will
turn it cver to Sheila Burke to take us thrcﬁgh the

reccmerendaticns in the health functicn.
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Ms . Burke: Hr. Chairman, there are three itenms befcre .

.the menmbers of tﬁe Committee that they might refer tc. The

first is a duplicate ccpy of the blue bcok which should be in
front cf you, entitled *"Backgrcund lata and Eateriais on
Fiscal Year 1984 Srending Reducticn Frorosals.” |
Senator Curenberger: I guess we do ncot have the blue
book. |
Bs. Burkes: It is duplicated, Senator; it shculd be in

white before you.

The second item that the members would have befcre them

-1s an item entitled "Budget Prcvisicns Previously Agreed tc

by the Senate Finance Committee and Included in S. 9%1.*

That is . the descripticn cf the prcvisicns included ir the

- proposal forfhealth benefits for the unemployed.

The third item the Committee should have hefore them is
the ma terials that were handed out yéstérday for the
executi;e session, and included in that is attachment C, and
attachment C contains additicnal reconciliaticn cpticns that
the Committee might want to consider..

I HOﬂid.liké-to begin, if I may, by proceeding throuch
the blue book, the document entitled "Fackground [ata and
Materials." If you will refer to pagé 7 of that blue book.
Cn page 7 of the-blue becck, the first cf the materials
describing Medicare proposals, the first is a prcrcsal

suggested by the Administration that would alter the current
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beﬂeficiary cost sharing under the Medicare rrogram and wotld

provide coverage fcer unlimited hospital days. It wculd
provide a catastrcphic tenefite.

Yery briefly, the propocsal would restructure the benefit

by e€liminating patient cost-sharing for any hospital days cf

- care after 60 days during any calendar year. It wculd impose

newv cost—shating:requirements on the first 60 days of
hcsritalizaticn. It wculd 1imit the number cf times a

béneficiarr'uould pay the inpatient hospital deductible to

“two in eachlyéar,vand,wculd reduce the present ccpayment

requirements applicable to care provided in skilled nursing -

facili ties.
That is on page 7 cf the blue bcck. The three-year
savings totai as a result of that proposal are §4.17 billion.
Itém*number twe -—
'_SenatOt Durenberger: Does anybody have any question on
item one? This is on page 7 of the Xercxed tlue tcck. This
is a big savings item, $4.1 billion over three years.

Our'intént is just to gc through this and then, if there

is any discussion, but not take any action at this time.

Would you guickly review it again, now that we have

everyone's attention.

Bs. Burke: The item listed on page 7 is an

Administration proposal which wculd restructure the current

Bedicare beneficiary ccst-sharing. The propcsal wculd
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eliminate thé current patient cost-sharing for any hcspital
days.of care after 60 days of inpatient services. It would
impcse new ccst;sharing requirements én the first €C days cf
inpatient care.. It would limit the number of times a
beneficiary would have to péy thé inpatient hospital
deductitle, which is currently $304, tc two times rer year,
and[wou;dlreduceftheapresent ccpayment amount aprlicable tc
care provided in skilled nursing facilities.

The three-year savings total as a result of that precrosal.

fis su 1 bllllon.

-Itemanumber:two,ﬁuhich is noted on page 8, is an
Admini#ttation’proposal that wculd provide fer the

establiéh@ent of a voluntary Medicare voucher program. This

“-chld.p;cvide the cppcttunity“tc individuals to chccse

between traditional Medicare coverage or to receive services.
thrcugh a private health benefits plan.
The voucher would be calculated to rerresent S5 rercent

of the average per-person cost of Medicare coverage towards

~the purgpcse cf such rrivate rrctecticn. The prcpcsal has

beeh“estimatediby-éBCIto cost approximately $100 million over
two years |

Senator Duréhberger:, Rre there any gquestions on item
tvo, the voluntary Medicare voucher prcgram?

(No response..]

Senatcr Durehberger: If not, why do you not prcceed tc
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"Year fcr one year. During that pericod c¢f time, charge limits

three.

¥s. Burke: Item number three, which is noted c¢n page 8,

|
is an Administration proposal. The Committee previctisly
agreed toc a modified version of this proposal which would i
freeze certain charges fcr physician fees cr paymert for
certain charges for'physician fees as part of S. 951, the

health benefits for the unemplcyed.

The original Administration proposal would have rostponed

=. the annu31 updating~of bpth the customary and the prevailing

~annual urdating limits that normally occur in July cf each

would remain at the 1evéls now applicable or what were
applicable in July cf 1983. ‘
_The'pfoﬁgsal that was agreed td by the Committee as part
of S¢v951~vcbld freeze cnly: the preﬁailing fees fcr cne yéatr
so as a tesul#;uould not freéze the customary charges.
Thé“proposal.agreed to by the Committee previcusly has a
three-yéar-saiings ¢t approximately $1.2 billion. The

original Administration prorosal which is before ycu, which

- would have frozen toth prevailing and custcmary fees, had a

three-year savings of approximately $3;1 billione.

Senator Durenberger: Just for the benefit of thcse whc
are joining us here, ycu are gcing tc roint cut as we go
thrcugh the blue book recommendations, as ycu just have,

those items on which we took scme action in connectien with

ALDERSON REPORTING COMPANY, INC.
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the health benefits fcr unerplcyed?

Ms. Burke: ies, sir..

Senatoer Dénfcrth: Cculd I ask fcu this, ¥r.. Chairman?
We did dc this on health‘benefits for the unemployed. He are
now doing it again with resrpect tc the rudget, is that
right?

Senator Durenberger:s That is what we are doing here
today, right. | | |

Senator Danforth: So ¥e cannot use it twice.

Senatoz Durenberger.7 Weli,.we may decide that after we
go-quickly through the list. But i'think cne cf the

reccamendations that is qoing to be made is that, rather than

‘using the cuts we ‘have - already decided cn tc flnarce healtb

care for the unemployed, that they would qualify for our
obligatlcns undersreconciliation.

Senato:”Béinzzf . Chairman, Senatcr Danforth trings tE
a gcod ééint.- I would llke to, at the appropriate time,
réise ‘the issue and move what you might call a sencse of.the
Committee'teéolution, that the.principal Committee agree with
the noticn cf paying fcr the health éare for the unemplcyed
not throdgﬁ cuts, but through revenue, but through increased
revenues. And I anticipate thaf there will be some supccrt
for that.

Senator Durenberger: You have support here and I am sure

there will be other surrorte.

ALDERSON REPORTING COMPANY, INC.
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.Does that ansver your question, Jack?
Sepator Danforth: Yes. :
Senator Durenberger: Ycu may prcceed.

¥s. Eurke: Item number four, which is ncted cr rage 9,

+ 1s an Administration proposal that would no longer include

_the additional'percentage cpcint which was prcvided fcr in the

reimbursement for hospitals in the calculation of the target

raté- If the Ccrmittee uill,recéll} under TEFRA, the Tax

2 Equity:and Fiscal Recponeibility Act, the rprcocvisicns vith

resgect: to hospltals establlshed a three year target date
relmburcement system, which is in effect effectively until
prospective payment comes into play.
| As pétt cf‘determininé that rate, there was a cne
percentgéé-amount~provided for that was to take acccunt‘bf
intensity increases and changes that the Coﬁmittee might nct
have'othervise been able. to. precvide for*inveétablisﬁing thcse
rates. - The Administration'proposal wvould no Ionger~inc1ude |
in calculating the target.rate that cne percentage rpcint.

The.three-year savings estimate as a resqlt of this
prorosal are $450 millicnhn.

Senator Durenberger: HWHould you miﬁd telling us what the
objecticn mith ke tc that particular rroposal?

Ms., Burke: Mr. Chairman, the concerns as indicated ty
the industry are that that amcunt rerresented, again,

percen tage for intensity for something that the target rate

ALDERSON REPORTING COMPANY, INC.
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itself might not provide for or might not be adéquate tc
cover. It‘is moviﬁg rcom, in a sense, to prcvide the
industry an cpportunity in terms of the target rate to
provide for some unexpected occurrences that the industry
might realize during that pericd of time.

The concern itself is that the target rate might not bhe.
sufficiedt Hithcﬁt~that‘percentage. |

'Senator Durenberger: Any questions on-number fcpr?

{¥o response.]

SénatoraDutenberget;» Let us keep. movinge.

Ms. Burke: On rage 10, itenm number’five‘ﬁould mCdifyhthé
timing énd rate'of.increése in the Part B premium. 'Tﬁe |
original Administration prorosal recommended-that the
six—month'deferral.uhich was ihcorpor;ted in Public Iaw
98-21”:fhat.éffectivély that, beginning uith the premiun:’
ihcrééses that vere to have taken place and tovhe held at 25
pefcent; that‘ﬁy’calendat year 1988 that prem;um for Part E
of Fedicare would increase tc a rate equal to 35 perceht of
the coét'of'the program for the aqe@»

‘The.provision.the Ccmmittee had rreviously agreed *c
provided for a 25 percent vpremium rate, which was tc phase
cut, which was effectively tc have stopped after two years.
This would have increased thai rercentage in terms c¢f the
prerium as a pefcent of program costs and held it at 35

percent in future years.

ALDERSON REPORTING COMPANY, INC;
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(:) 1 As par£ of S. 951, the Committee agreed to a prcvisicn
Z.Hhiéh regrealed the 1limit con the Fart B premiunm increases and
3 for the future held the rercentage of grogram coéts raid by
4 the beneficiaries through the premiums at 25 percent. That
§ rprcrosal, which was inccrpcrated intc €. 651, had an effect
6: of approximately $35¢% millione.

T Senator Durenberger:._Have:&cu gct any informaticn befcre

~& ybu about what the peréentage roint would tring in,cvér three
9 yeatSjif ve were to increase it beyond 25 percent?

153 Hs. Burke: - I do not, Senator. By.pe:céntage we coul&

11 certainly-determine,that;

12 Senator Durenberger: Are there any questions on number °
13 five?
€35 SRR [NoEKégﬁonse.I. ?
165 Senétor Curenbergers:. Kli~right-
16; HSw;Burke; On page 11, iten ﬁumber'six would prcvide

1T'£hai~§he deductible fcor the Eart‘E cf Medicare fcr tthe

1aiprogram’c§sts ﬁoﬁld be indéxed by the amount of the medical
'19»econdmic-index"increase eachk year. Currently that deductitle
20 is a fixed deductible and has only been increased twice.

21 This:picpdsai vould allow that deductible to increase on an

annuval basis based on the increases in the medical econcmic

23 indexe.
") 24. The description contained in the blue book gives evidence

25 of.ihat that deductilkle would increase to. It is estimated

ALDERSON REPORTING COMPANY, INC.
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that it would increacse to 380 in calendar year 1984, to - §85
in calendan Year. 1985, and to $90 in calendar year 1986. The
savings as a result cf that rrcpcsal are estircated at F£345
million over a three-yeér'period of time. A
Senatcr Curenberger: Are thére any guestions?
[No response.] |

'Sendtcr.nnrenbenger: All right, let us go tc nurber

;v SEVENe..

‘8s. Burke: Item number seven, ncted cn page 171, like the

_previous item, is also a resubmittal by the Administration

- .and would prcvide fcr a delay in the initial eligibility fer

Medicare entitlement. As the Committee may recall, this

‘Prcrosal vas also discussed last year and was not agreed tc

:ih‘conferenceyAdropped in conference on the budget Etill.

_ItAhas;an outlay savings of approximately 3770 million

-over three years.

- ‘Senator Chafee: Now, Mr. Chairman, when we discussed

this, Sheila, tvo jears ago, I guess, the great concern was

,ﬁhatlhéppens:in the interim. T[id we get.that straightened

- out?

¥s.. Burke: We worked with the Administration, Senator,
to find cut if there was any way to prctect individuals whe
might fa;l through the cracks, who perhaps might not have
Erivate ccverage that wculd continue them until such time as

Medicare tock.over. There was no resoclution of that issuye.

ALDERSON REPORTING COMPANY, INC.
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11
There was no:suggestion made as toc how one might iéentify ,
those individuals or provide for coverage.

Senator Chafég: Thank you..

Senator Durenberger: 'ﬁny other questions on seven?

[§o response.l

Senator Lurenberger: All right.

Hsy.ﬁu;ke= '0n page 12, item number 8(z) would rrovide
fér,the'eliminatiop‘of'the'reduitement for utiliiaticn review
atcxtake,placef1n7pcspitals-and_skilled nﬁrsing facilities..
The Congréssibnai'Eﬁdéef'Office does not assume any savings
forrthis,propQSAivf This vaé-also,a resubmittal and was
rejécteé.by,the'Cbmmittee in 1982.

Iteﬁ-S(b),.Hhich is alsc a resubmittal by the

Administration. --

Senaf&ﬁicﬁgfee% »Hellézwhat:is‘the thrust for 8(a)?

Ms. Eﬁfk;;,.ﬁndethresent lav, Senator, hoscitals and
skilled nursiﬁg;facilities are required to éontraét and
ccnduct:utiiizatiou.;eviewwcf services grovided, except'where
that:function iszperformed'bj.other organizations. ‘And ‘in
mény c#ées,;bééédée §f}the.ESRC's; indeed those organizaticns
perfbrm'those»fuﬁcfiénSg |

| The intent in soth 8(a) and 8(b) is to remove any
requiregent'fcr mandatcry review t§ take rlace. If you will

note, 8(b) eliminates the peer review program. So the effect

cf the twc.cf them is to remove any requirement cn

ALDERSON REPORTING COMPANY, INC.
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institutions to provide for a review.of services precvided.
Senator Chafee: Why? f
Ms. Eurke: We might ask the Administration to ccmment on
that. MKy understanding was that the Administration
historically has not believed that peer review is scmething
that should be required by law and a part of the statute, tut

rathenAshould.be done on a vcluntary basis by institcticns.

Senator Chafee: It seems so peculiar. I knovw we have

ﬂ:heen'thrcugh this kefore. It seems like such a reculiar,

partiéularlx_the:fitstfoné, utilizatibn reviewv. Wh;t is the~
inéenti#e fcr:a'hospital to éét scmekbody cut the dccr{ cr a'
skilled nursing home to get somebody out the door, if there
is:a.chance to keep aiied,filled and no one is gcing to
revieviitfw | |

_HSuiBurke: PreSumablf-nnde:ﬁthe new-prospéctive payment
system the inétiéuticn has an incentive. because cf course .
they aré_paid‘dn-améuﬁt vﬁidh'reflectsAthe ﬁiagnosis- They
are not raid on a per.diem tasis. Under crricr law, shere
kedicare-paid an institution on a day by day basié,<there Was
iﬂ.fact evety"incénfive for an institution to retain patients
as long as possible. Frospective payment presumaltly would
alter that incehtive.

The Administraticn, hcwever, felt that neither under the

traditional system of cost-based per diem reimbursement nor

under prcspective payment that reviews were required to te

ALDERSON REPORTING COMPANY, INC.
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mandated by law, but in effect institutiones would dc ‘that
internally, without requirements by law.

We might ask the Administraticn tc ccmment.

Senator Chafee: It might work the otﬁer wayY. Maybe the

institutions vould be anxious tc get them ocut the dccr tco

- quicklye.

‘Ms.. Eurkes: That has also Leen a conCern,‘that is

correct, Senatore. In'fact, one of the concerns with respect

“.tc.the [EGs would-te that institutions might discharge

patients before the-time'thét they-yoﬁld,appropriatelx be
discharged»' That was a concern indicated in the conference
repcrt, . as-a matter cf fact, on DEGs and a ccncern that many

believe that,the5PSBOS.Ot’the new. peer reviev organizations

are maintéined’tb‘try=tO’COntrol that takin§ place.

The=RdminiStration.tepresentative is here nowvw. &ke might
ask,that'théy'spécifically“indicate their concernse.

Senétbt éhafee:;'wellh let me just say that I am not fcr

"utiliZation.review just tc have scmething there. As a matter

of'fact,nas,ybu knov, Sheila, I have a rroerposal tc
testrﬁctureAﬁhe pﬁysician recertification on the Medicaid,
which we have talked-of with theistaff and seems tc have
considerable-suppoft.

So xhe;e is no point in having these things just to keerp
a lct of people busy. Put the whcle rationale, as I

understand, is based on the prospective reimbursement, is

ALDERSON REPORTING COMPANY, INC.
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a

R
T12

b 13.

18

19~

21

24

14

that right?

er-Eourqué: Senator, we think it is very impcrtant
that,.partiéularly with the implementation of cur new
Brospective rayments sfstem, that there be bcth a very
significant medical review progrém and some utilizaticn
rgvievw ¥e think that right ncwv there is currently under

discussion who ought to be the right organization tc do

tha to-—

- Asiycu know, the Ccngress has indicated that reer review

'prganizationSiarei;he right forum, and we certainly would

liké-tqiget'thatisystem'up'and running and £0‘bé dcirg this
kind Of review. . |
' Séna?o:-Chafee:” Who, the peer review?
ik:g:Eourque&.'Yes, sir.. | |

‘_Sen;tOt Curenberger: We could just scratch these as-

Administration reccmmendaticns.

Senétor'Cbafee&_-This:pIODQSes eliminating it.

VHr;.Bourque:; Yes, proposing to eliminate the requirement
fofrutilizafion.reviev within an institution, but again
réccéﬁizihg thatiwevvould be substituting for that system a
pee:’revieu-syséem that will 100& at issues of utilizaticn
and certainly qnéiity and medical revievw.

Senator Durenbérger: Jchn, I thank you for your
contritution.

Senator Baucus: Will the Senator yield?

ALDERSON REPORTING COMPANY, INC. -
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(:) 1 . Senatcr Curenberger: The Senatcr from Mcntana.
2 Senator Baucus: The Senatcr from Rhode Island might te
(:} 3 interested. This very issue concerns me, tooc. 1In fact,_I

4. have an amendment to fund FSRCs during this transiticn
'5-period, btecause I think that there has to be a utilizaticn
6 review, for reasons that the Senator suggested, and that is-
T_either Lecause- there are«toc many patientc in or- tbere are
Q too few patlents or the patlents are in for toc many days or
9 tco fev daysy‘ And both 51des of that equatlcn I think have
imeto he addressed.- | |
11 . "But I petsonally belleve that durlnq thls tranSLtion
1Z per1od that we have to have some klnd cf a reer review
13 systema~AAnd’the PSRO®s we have had. in the past have had
{f) g - -1&=£heif:s£fong:§oiets and'their weak peints, depending upon
,isnghat parts of the country they <erve. Eut generally, I think'
16: it 1s a necessa:y tran81tlon system. | |
1T!v’  Senaton’Chafee& Vell,eI kncw. OMB has had their guhs cut
18 for PSRO's for-:'a'Alo'lig. time.
19;:. Q:srﬁourque, 'Qenatcr, if T might ccmment on that. As I
: 2m;stated, the Rdminlstratlon telieves strongly, with the
-2f implementaticn:cf.cur neu.system for rrespective rayment,

that ve de need effective controls in place, both on the

R

23. utilizaticn side and the medical review side. And at this
: ) 24 point we believe that PSRO's are the most effective

25° organization to do that in this trancsiticn tecause cf the

ALDERSON REPORTING COMPANY, INC.
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time it would take tc get cur intermediaries ur and runninc
and up tc speed to be able to do this.

I think it is ur tc the will cf Cocngress as tc hew that

.is done in terms of funding.

Senator.Béucuéa That is what I was going to ask. So far

there is no fundlng, though, for PSROs, is that ccrrect?
- Mr Eourque. To the best of my knowledge, althcugh T
understﬁnd that it is --f
: Senatorisguqusxﬁ:1§at~v§u1d be the purpose of my
amendment.t;i;:“ S | |
Senator Chafee,"ﬁféiibﬁ speaking on behalf of the
Admxnlstrat;on? - - | |
.-Ht;fﬂduréué;  YeS)ﬂsir._
Senator‘Chafee. I-flnd the'meseage cenfusing.
Hr» Eourque.' RéIl, qenatcr, some cf these prcpcsals vere

proposed. before we had a prcspectlve payments system in

'place.- And I thlnk that there has Leen a.change irn attltude,

recognlzlng that:ue:have~got a new system with some c¢f the
ccﬁcérnsathdtﬁjou-hévé bointed out.

Senator Chafee."ﬁeil;<iﬁam for the systenm.

Thank you.v |

SenatorADu#eﬂbérgéf: Thank youe.

Aqy cther questicns on eight?

{No response.]

Senator Durenberger:s If not, we will go to number nine.

ALDERSON REPORTING COMPANY, INC,
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¥s. Eurke: Item number nine, ncted on page 13, would
reimburse home health agencies for duratle medical egquirment

at €0 rercent of the reasonatle cest and permit agencies tc

- bill beneficiaries for the remaining 20 percent. Under

current law durable medical equirment, if furnishked ty a
suprlier of serv;ces rather than by an instituticnal
provider, is lndeed raid under the Part B program on the
basis of 80 percent being paid by MKedicare, 20 rercert
copayment requlred by the benef1c1ary.

Thi= prcposal wculd requlre that home health
aqéncy-p;ov1d1ng.durahle-medlcal‘equlpment'wculd te treated
ihlthé éamé fashion.as-fﬁaditional durable medical eqﬁipment
ptov1ded by any other non-1n=t1tutlcnal prov1der, vhereac
Hedlcare uould pay 80 percent and 1ndeed the beneficiary:
uculd be:req01red’tc paijO percent, rather than the,100
ﬁeréént:which iS'cufréntly.prdvided'for durable medical
equipﬁent’ézc;ided ﬁx‘home‘health~agencies,

The three-year savings tctal as a result of this prc;dsal

_is,estimated=a€ $55 million..

Senator Durenherger. H?ve»ﬁe taken any rrevicus action
on that?

st«Burkea No, Seﬁatcr, we have ncte.

Senator Durenberger: Any questions on number nine?

[No response-]

Senator Durenberger: &1l right. Number ten.

ALDERSON REPORTING COMPANY, INC.
440 FIRST ST., N.W., WASHINGTON, D.C. 20001 (202) 628-9300
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¥s. Burke: Iter number ten is a prcpesal with respect tc.

comretitive proturement-of laboratory services, duratle
medical egquirment, and other medical supplies. Under the

proposal, all physicians and beneficiaries are free to select

their scurces of laltcratory services, equipment and supplies

- from all providers available 1n the communlty.

Thls proposal would allcu the providers to competltlvely

hid, with select providers to provide services in an area,

- and vould limit the availability of providers to be chosen by

-beneficiaries. The intenticn is to provide  the crrcrtunity

for"competitive-biddiﬁg:and negofiatiODS'vith very sgecific
suppliers that might be less costly than dealing with all

provxder= avallable in @ ccnmunityr

" The: sav1ngs as a result of this proposal are estimated at-

$ﬁ3 mxlllqn*cver'a~three-year.petiod of time.
‘ SenatétﬂDﬁrenbergéf:H Any'quesfiénS?
(No;tespohse;i o
éenétor‘Durenbergerz. Number 11.

- ¥s. Burkes item'number‘11;<noted cn page 14, wccld

eliminate the current waiver of provider liability fer

"unccvered services. Under current law Medicare pays

hospitals and skilled nursing facilities for certain
unccvered or unnecessary services provided tc heneficiaries
if the institution, either a hospital or a skilled nursinc

facility, coculd not have knovﬁ that the payment vould be:

ALDERSON REPORTING COMPANY, INC.
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disalloved. The institutions are not held liable fcr those

costs if their total denial rate -- that is, the total nunmber

cf instances in which MPedicare claims were denied -- remains
belcow a certaiq prescribed level.

The.Bdministration propcsal would eliminate the waiver of

Yiakility in. all casges and vwculd not allow 1nct1tut1cns to te

“pald‘fon serv1ces that were determlned to be unneceseary,

reqardlecs <f. uhat thelr hlctorical track record was with

respect to denlals.

by CBO a= to save any money under this gproposal.
| Senator Durenberger. Any questions?
'[Hc :esponse S i
Senator Dnrenberger. Number 12.
tﬁHU Burke. Item number- 12, noted cn page 14, wculd
prov1de for the assxgnment cf inpatient hospital Lenefit
period deductlble and cc1nsurance in the order cf filing cf

payment‘:equestsg This has to do with hov one determines whe

gets:paid;fi:stfqhenAthere:arefa nunker of rrcviders dealing

-with a teneficiary.

_The Administration probosal would essign‘the responsiliﬁy
in the order-in uhieh the hcsgpitals sutmitted requests fcr
Hedicare-payments, rather than the order in which the
services were provided. The hcspital that provided services

after another hospital but submitted its rayment reguest

ALDERSON REPORTING COMPANY, INC.
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first, of course, wouid then be responsible fer ccilecting
the deductible and be credited with the first 60 days of
coverage.

The three-years savings tétal as a result of this
prbpdsal are estimated at $S.Q'billion---“excuse me, nillicn
dollars, $9.9 million..

Sendtor Durenbergers Kny-quéstions?'

[No résponse.]

-Senator - Durenbergers All righg; Number 13.

‘Hsm Bque:=iItem>nﬁmber*13.'ncted'cn:page.15,”i5'a

tesubnittaltby‘the Administration and would increase the-

Secretary's discretion in entering intc agreements. fer

_Hedicaré-clgims processing: one,. by-eliminatinq.the‘riqht'of“

ﬁrpvide#s;of;Serviées-tc ncrinate iﬁte:mediaries-
_¢nrrentlf1Jinstitutions,.hdspitals,.may'néminate an

intermédiéry-that thei wish to deal with. This prcpﬁsal

wbuld téﬁoveathat:right-and allow the -Secretary toc designate ~'

an. intermediary, in much the same way as they wculd with a

carrier dealing with physician services.

Secondly;”it‘wchld.broaden'the Secretary's authoritf’to
exﬁefimeht“uith different kinds cf ccntracts by including
contracts other than fixed pricé or performance incentive
contracts, and would also permit the waiver of the
éompetitive bidding requirements that are currently in

pPlace.

ALDERSON REPORTING COMPANY, INC.
440 FIRST ST., N.W., WASHINGTON, D.C. éoom (202) 628-8300




10

1t
12

13:

14
15:

16-

17

18

19:

2r

R

24

25

The three-yeat savings estimate for this prorcsal are
$11.3 million.

Senator LCurenberger: . Any guestions?

[No response.l

Senator Lurenberger: All right. Number 14.

Ms.. Burke:s Item number 14 on page 15 is a preposal,

-again'a~:esubhittal-bylthe Rdministraticn, which vculd

eliminate tﬁe fﬁndinglfor"the end.stagé renal disease
netﬁork¢ and: vould make the national ESED medical information
system disctetlona:y wlth the cecretary. Under currént'law ‘
the Secretary is tequlred tc designate networkc which are in
place and perform a: varlety cf functions in ccnnecticn. bltb

the end-: stage nenal dlsease program, including deve10p1ng

1cr1ter1a and etandards fcr cuality of patlent caree.

Thls proposal uould ellmlnate the fundlng for -thcse
networks.A | | .

1Sen&ton ﬁﬁrehbetqe£§§ Afe_therefahy1questions?

[NO'zesponsénf

Sena;_.tor‘Durenb‘eirger::.~ Alllright- Humber~15;

Hs;,Butk§:= Noted on: page 16, is a resubmittal ty the
Admiﬁiﬁtﬁéfioﬁ ;nd ﬁouid eiiminate the requirement fcr a
RailroadABetiremént éoérd carrier contract. Current law

requires that the Railrcad Retirement Board contract with a

carrier or carriers to handle Medicare Part B payments with

resgect to Railroad EKetirement beneficiaries. The EFcard has

ALDERSON REPORTING COMPANY, INC.
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traditionally'contracted.vithAthe Travellers Insurance
Company to'serve es.their carrier naticnwide.

This proposal would remove the requirement for a serarate
carrier and would simply treat the retirees in the saﬁe
fashion as all other Kedicare beneficiaries in terms of their

claims.-andithey would be'dealt-with by the other carriers

:thrcquCut the countty:ttaditionally-used.

The.savings-ofwthis propcsal is estimated to Lke §4.°%5

*vmlllion cver a. three-year pericd cf time.

;f: Senaton Durenberger@:vkrejthere any questions on that

proposal?

{Ro respon:e 1

Senator‘Durenbergert; If not, there are what, four or’
£ive pno;osals on Hedlcald. Why_do We not gotthrcugh thcsef
quxckly. o ‘ v |

e'H Burke.- Ihe flrst, ncted on' page: 17,. is a tecubmittal

hy the Admlnlstratlon and vculd require nominal cost-sharlng

hy Bedlcald IEClplentS. Changet were made, if the Ccmmittee
-'wlll recall, 1n TEFBA with respect to cost-sharing, but would
:~still_leave lt up to the states to determine whether or not

';to requlre cost-sharing.

This prcpcsal.uculd.mandate the states to impcse
ccst-sharing charges on categorically needy and medically
needy patients for physician, clinic and hospital outpatient .

depa:tments and for inpatient hospital services.

ALDERSON REPORTING COMPANY, INC,
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fﬁixed resultse. In scme cases they have felt: that they were :
|
|
|

Senator: Curenberger: Can you teli us uhat.ﬁas happened
cut. there since TEFRR rassed? Have any of the states taken
action? .

Mr. Bourque: Our understanﬁing is, Senator, that there

are indeed a number cf states who are pursuing cost-csharing

requirements with respect tc beneficiaries. There have teen

. not useful and in fact were more costly to ccllect than they

were to apply and utillze 1n terms of discouraging
overutlllzatlon of services..

But 1ndeed, we—are-sgelng“an~increase in_the'nﬁmber of
st&tesryhc are;requiridg‘cést-sharing cn certain cerﬁicec.

Sena£o£ Chafee; Shella, what about the exemptlons that

ve had in. TEFRA that are llcted ‘ur there?

; 15'3‘  _

ALDERSON REPORTING COMPANY, INC.
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s..Bufke;. That exemption, of course, still applies and
prohibits.cost sharing on services provided to long term care
in-ratients, to services prcvided to pregnant women. That
chld nct, as I understand it -- part of that woculd te
maintained. They would prohibit imposing éopeyments on
services to long term care in-patients or services provided
by'HHO;e to:the capegoricaily needy. ' I do not reqall.--»Let‘
me-jﬁst,note,.ihey would befﬁrcvided eertain exemﬁticns wieh

tes:ect:to;preqnant‘vgmeﬁ,'hutzl‘do:nof'helieve there weuld

R

be-a ptohibitiqn¢ There would. be no prohibition under the

_ﬁrotdsal for'se:vices ﬁith resrect tc pregnant ubmen,.That

would be an. exemptlon that would be prov1ded, but nct a
prohihltlon.

o Senatdr‘chefee:;»ﬁell; Er; Chairman, as ycu recall, vwe-
debated thls rather carefully vhen: we were doing this

leglslatlon,vand I thcught thls Ccmmittee vas unanimcus. cn

the exempttons that*we-had:written in there for the children

under 18, and.particularly fcr the services to pregnant

women. I Juct thlnk it is self-defeating, some of this..

{.Thls is a group ue want to enccurage to come for medical

services, certalnly,lthe-pregnant women, and I dc nct kncw

what status we are in in the markup of this legislation right
now, but at . the prcper'time, I would like tc have that
inserted in there.

Ms. Burke: My understanding is that the states were also

ALDERSON REPORTING COMPANY, INC.
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concerned that.thef'not be rtt in the pcsiticn cf teing
mandated to~apply'cost sharing requirements, but rather, they
be left in their current situaticn, which allcws therm tc
provide_them vhere they believe to be arprorriate rather than
be mandated to apply them.

Senator Bentsen: At the arrrcpriate time, I will want tc

take care of the situation of first time pregnancies as the

amendment that I prorosed cn the unemployment health

v'benefits._

Senatox: Durenberger. 'A'D'Y" ‘c-t'her comments or 'que'stions?

. Why do ve: not go through the rest of the Nedica1d9

Hs- Eurke.' Cn Fage 18, again“.really, an administrative

change;s‘It vould propose - Item Number 2 vwould improve the

;thltd party payment collecticn s, and. wculd rrcvide- fecr

retention of adninistrative costs assocxated with third party

‘reccveries fcr'the ptogram and weculd requ1re as a ccndltion

~of:He¢1ca1dreligIbility that'an,applicant assign his or her

insurance rights to the Medicaid agency.

Traditioually Hedicaid, of course, is a payer cf last
resortu This really prov1des the states an opportunity. In
effect; ;5 ctates already‘dc require individuals tc sign cver
the rights to any other’payer. This wculd require that as a
condition of participation that individuval do so.

Item Number 3 on Page 18 again in many. ways is arn

administrative issue, has to do with paying 100 percent

~
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federal reimbursement for the ccmbined precessing cf Hecicare
and Medicaid claims by Medicare contractors. Under current
lav, claims for duly eligible individuals, eligitle
individuais for roth Medicare and Kedicaid are prccessed by
both the Medicaid fiscal agent and the Medicare carrier.. eThe

intenticn of this prcecsal is. tc cocrdinate the prctessihg cf

'those Cclaims and thereby recognlze an administrative. sav1ngs,ﬂu

: a three-year sav1ngs of 34 mllllon.

Item Numher B,'noted on Page 19, would extend the

.exictlng reductlon and offset prov151ons in current Jaw vlth

respect to federal Hedicald payment_ﬂ> The reducticn rate,:as;
you-uill_recall,;teo years thet.vas prcvided'for'vas-e' |
three-year*reducticn;e-The\=tete5'vculd'receive'ah automatic
reduction: ln the payment made Lty the federal government for
the Hedlcaid serv1ces.- It vas reduced hy 3 percent in flscal'e
year 1981. hy u percent in flscal year 183,. and by u 5 ‘
percent in flscal year 1984..

So .that three-year reductrcn-explres next year. Thls

prc:osal would extend the existlng reductlon at a 3 ;ercent

i for £1scal year 1985 and beyond. This is an automatic cffset

in: terms of the amounts paid to states for their Kedicaid
services by~the federal government..

Senatdr'Durenberger: What is the position ef the states
on this?

¥s. Eurke: The states are in oprosition to the Erogcsal.

ALDERSON REPORTING COMPANY, INC.
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Senator Durenberger: And the rationale?

Ms. Burke: That they have already put intc place as many

- €Cost savings as are possible, and it is simply a shifting cf

resronsibility frcem the federal gcvernment to the state
government with respect to the cost of services. This wculd
be a $9CC million savings over three years, and they believe

it is inappropriate for the federal government simrply to

.arbitrarily reduce what they wvould otherwise be reguired tc

¢ PaYe

]Senaﬁdr'Dutehberger1.~Théy vent from three to four, andfga
they are going tc 4.57
Ms. Burke: Yes..Sir‘Q Rs*éf Cctober the 1st, 1984.

Senator Curenbergers Cculd they live with something less

:fhan.wQSf.'

:Es;;Bu:kéa;-Thiéiproposal'uduld reduce the prcpcsa1 tp_§:L
percénf; ;hd'§§uid'hé1d-it,constant in iﬁe out years. It
would' be a :,;étmanént‘ﬁroiiisionr

Senétor'Durenherqer;z Dc you have an opinion as to

whether thex~cou1d-live with less than 4.57

Hs-JButke:,;A”numben.of"states have indeed put into place

. .

_provisicns which assisted them in reducing their

expenditures, and in fact states have been able to cffset the
reducticns. The original prcvisicn prcvided for fctr means
that the states could offset by 1 percent the amcunt they

would have otherwise been reduced, and in fact a numler of

ALDERSON REPORTING COMPANY, INC.
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states had increased their fraudrand abuse collecticns, have
been successful in meeting the incentive payments, vhich is
tc come belcp‘a cerrain targetvrate that was established, and
of course these seven states thervcurrently have state rate

setting systems, I think the states are in differing

-positions economically,“to re rperfectly frank, acrcss the

fCOnntrywb I am sure there are some who could tolerate it

better than . cthers. ' - S

Senator Durenbergerz All rlqht, number S.
”:? Eurkevr £ I mxght alsc provide for the Ccrmittee’s
conslderatlon,Aue had costed out alternatlves to that
prorosalye That vas aAé percent reductlcn rather thar 3
percent,'of 1 percent, and a- decllnlng reduction, a three,

tvo, one prcposal.- A 2 percent permanent reducticn would

‘have a. three-zear ccct sav1ngs of §495 million.. A ;ermanent o
v percent rednctlon. apprcxlmately Feu. mllllcn, -and . a three,

tvo, one,\that 1s.'a phase out‘over three years, fcu2.9

mllllon. Those are the last of the leglslatlve rrcrcsals

The 1tem< ncted on Page 19 under Item 5 are the effects cf

;ﬁother program changes on ﬁedicald expendltures.

The last 1tem wlth respect to Hedlcald is a regulatory
inltlatlve belng put in place hy the Administraticn, and dces
not requlre'leglslatlon, and has to do with really the child
support enforcement prcgram and the reccvery by the states of

~

health insurance costs for individuals who are identified
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thtouqh the child support enforcement agencies. That has a-
thtee-year savings tc the Hedicaid rrecgram of $301 millicn. -
The item on Page 21 has to do with the maternal and child
health services block grant. The Administration Frcrosed a
number of changes in that block crant which are noted on that

page, which would remove a numrber of the requirements

~cufténtly?existing"in the blcck:gtant; with Lespect to state.

assurences,_with respect to federal setasides, and a numkter

f'offcther items.

There is no budget effect 91th respect to those

admlnistrative chanqes that they would suggest..

Senator Durenbergerm, Dces that complete cur list?
Hs- Eurke.. That ccmpletes the- list of the Admlnlstratlon
proposals.- In addltlon to that, as I noted, the Conmmittee-

has befcre it an ltem 1dent1f1ed as the executlve sessicn

*'materlals, and,AttachmentjC, vhlch is contalned-ln’those~

materlals, listed*ainumber‘cf‘additicnal reconciliation

options; the first of'which was the modification cf the Eart

B5premium‘that I described earlier and the Committee agreed

.to as a part'of S. §‘¢¢_

The second 1tem vas the.thys1c1an freeee on charges,
peymedt for charges,vvhich I also described earlier, and was
inccrporated in S. 951. item Number 3 is a provisicn the
Committee has not previously considered, and would provide

Hedicare coverage cf the heratitis B vaccine for end stage

ALDERSON REPORTING COMPANY, INC.
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renal disease hemodialysis patients. -That has a three~year
cost savings of $1.5 million.

Item Number & noted on that document —-

Senator Curenberger: Are you recommending that, or where
did these come from?

Ms. Burke: These were staff recommendations fcr further

consideration by the Committee. Yes, éirw

Item Numler 4 is a proposal which vwculd increace the

é_uﬁdicaid»Céilings‘for Puerto Rlco and the terrltorles. As

the"Comairtee:may recall, under present law, the federal

-Bedicaid\mafching rate for Puerto Rico, ‘the Vlrgln I<1ands.

Guam, Amerlcan Samoa, and the Northeru Parlanas, are set at
50 percent, unllke ‘the other states,. whlch - of cour<e, have:
varlahle matchlng rates, and they are cubject to an annual

dollar ceillng. The dollar celllngs currently are sus

: nllllon for Puerto Rlco,.1,- for the Vlrgln Iclandc 51.5

million for Guanm,.- and $350 0¢o for the Northern Barianas, and
$7SD'OOO for;hmerican Samoa,

Thls proposal, thch the Ccmmlttee may wish tc ccnsider,

Y'vould lncrease the fundlng to. Puerto Rlco and the terrltorles

.by $20 mlllicn in. 198&, $20 m®illicn in. 1985, and $2C millicn

in 1986,;and that increase~would’be distributed to those

-.territories fkasically on the same percentage of their current

amountse.

Item Numker 5 wculd provide for an increase in the

ALDERSON REPORTING COMPANY, INC.
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apthorization:for the maternal and child health bleck granf
program. The present authorization level for the MCH grant
is $373 rillien.. $1C5 millicn in additional apprerriaticn
vas. provided foresince that time, and this propoéal would

permanently'inérease the authorizaticn level to $455 millicn

“ by 1986.

As ncted, the expendltures re=u1t1ng frcm this prOpoeal

3‘vere assumed 1n the flrst budget resclutlon.

Senatot Dnrenherger. Knyfcomments cn that?

The Chalrman. Ks*I‘understand 1t, we Just sort: cof have

.adopted everythlng up to date’

Senator'Durenberqer. We are just gbing-through the staff

neccmmendatlons at thl< poznt, and "will prcbablyjadcpt it

1

Hs. Eurke- Ihe last 1tem, 1f I mlght descrlbe,.is'

“fentitled The Eudget Prcv1=1cns Ptev1ously Agreed to ky the.

Senate Flnance-Commlttee and-Included in S. 951..

vThe first):of’céurse,'iS'the,tepeal on. the Part B premium

1ncrea=e llmltatlon. The.eeccnd; of ccurse, is the physician

fee prevalllng charge level. The third proposal is the

~proposal.$enator~Bentsen‘mentioned a few moments agc which

had to dc¢ with Medicaid coverage for pregnant women. The

proviéion that was agreed tc previously by the Ccmmittee

.would mandate the states for a twc—year pericd beginring irn

ALDEHSON REPORTING COMPANY; INC
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" August of 1983 to provide Medicaid coverage with medical

determinaticn of pregnancy tc every woman who would te
eligible for AFDC if the child were borne.

The. two-year costs as a result cf this proposal were

estimated at $50 millicn by CBC. In additicn, the Ccmmittee:

" may recall that there were a number ofAHedicare and Medicaid
-technical amendments uhich;uete alsc included in S. <51 and

- had no budget effeét.'

' Semator Durenberger: That does it?

;gséJEﬁfkeii Yeg; sitxgv - |
.:iSégétqerurenSe:gert ' ¥r. Chairman, do ycu like it dcwr
thefe;-§ﬁ~ﬁbuid YOd>like £o~come cut here? -

, The7Chair¢anz: Thafiécmpletes what, staff’

uf.tetqmaendations?”

.;&s;iéﬁrke;f Ies, sir, in the health area. Both the
Kdmihiéffafién-andAthe-étﬁff tééowmendations have Leen
fe?ﬁe;edufv | |
   ThefChairﬁah§r_(Presidingr So we have been thrcugh the

Kdministratieﬁ’S‘reccmmendations and the staff

;:ecbﬁmendations.— If ve adorted- the staff recommendations,

uhatjuould'the savihgs-be?

Bs. Burkes Apénoximately ¥1.6 tillion for the two
Kedicare changes, and that would include the provisicn with
resgect to Medicaid coverage fcr pregnant women. That was

the Part B premium, which was the additional staff suggestion

ALDERSON REPORTING COMPANY, iNC.
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" -ccnsidered and agreed tc previcusly, the Part B physician'fee
"proposal. That was also agreed to. That amount does not

- include an increase in Medicaid ceiling for Puertc Rico and

the territories, but wculd include the hepatitis B vaccine.

- Those are simply proposals that were considered in addition

tc. the Administration®’s original rrecpcsalse.

‘g;TﬁéfChairmana. All right. RAnd then if ycu adopted, if

; thegkdminiStratidn'S'proposals wvere adorted in the fcrm

fgsnhmltted, what would the sav1ngs be in Hedlcare and Hedlcald?-

'13 Eurke» Apptcxlmately $13 bllllcn cver a three-year

’period cf time. $1O 8 bllllon in the ¥Yedicare-area and 571, 5

bllllon ln the Hedlcald area. That would include, cf couree,-

.the tuo provxslons that we subsequently modlfled, the Part B

*premlum and the phy51c1an So if~you gulled thcce cut and

replaced them wlth the staff ptOVlslonsr it would be sllghtly

The Chalrman. Dces the Administration still surrort
thcse recommendaticns as descrited?
~ XK 'rEourque: Ies, qenator‘.;

The Chairnan.< Bell, I knov scme members, befcre we. start

votlnq, also have - Senator Baucus has an amendment, and

there may-be'other amendments, and I indicated we wctld rct
get to the voting or amendment stage . this morning, Ltut give
all memkers an opportunity tc ask guestions about staff

reccamendations, and also Administration recommendations. Sc
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I wculd guess if-therehare additional questions at this time,
or if anybody wants to discuss an amendment they will offer
later, vwe could prohably-dp that now. ~

Senator Bentsen: Br. Chairman, I will te offering'the
amendment on the unemployment benefits, and i would like

sericus consideration tc ke given to taking off the sunset

;prqwision,.which'limits it tc tvo years; because I.think the

merits are such that itris.justified to be carried on on a
continulnq basis. |

The Chalrman.i What lS that on?

Senator Eentsen. That i= cn first tlme rregnancies;-

exten51cn of'Hedlcald. You have a 51tuatlon there where you

have for children that are- under the 2 500 grams, say, fcr:

4 example. 1 500 grams, are much more prone to dlsabllltlESm tor

mental handlcaps, tc. death, to all.klnds of problems. ihe

-studieslshow that where they have had the. prenatal care 'in
those situations, that you have had - a much better survival
rate,-and Ln-additicn, children that'dc~not have scre kinds
eof 1nherent llmltatlons that result from the lack of proper

zgprenatal medlcal Care..

- ThetChalrmana nght. IlreMenber'that ncw. We had some
discussidn of that earlier.. | |
Senator Bentsen: And wve rassed it in the full Ccmmittee
at‘that time, and I want to propose it again.

Senator Durenberger:s Senator, Senator Bradley indicated

ALDERSON REPORTING COMPANY, INC.
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that've worked ocut scme kind of an arrangement on delaying
the implementation of the single rayment rate for hcspital
based skilled nursing facility. I think we agreed tc

continue that delay until April 1st. I know that was of

‘concern to hinm.

The Chairmans. But if there are no more gquesticns in this

area, and I do-not want to shut off questions, I just want tc
indicate that ve will.try tc have an exglanation of ‘the

unemployment compensatlon propo<a1 befocre noon,. and then ve

5are asklng'permiSSLOn to: Slt this. afternoon =tart1nq at 2: GO
o clock because ve. need to do somethlng by the end: cf thls'

,mcnth cn unemplcymentr federal supplemental beneflts, sc we

hope there is no- objectlon cn. the: floor, because time is
tunninc cut.. Are there other*questlons in this area?

: SenatOt“Chafee: Yes, Hr; Chairman. I\Hlll have an
amendment dealing v1th changes in the Hedlcald 60~ day
recertiflcatlcn by a phy51c1an. It ha< -been my. understandlng
that-this has become'a pro forma action for»many*of the long

terw Hedlcaid patlents,band it is at a. cost that really does

'not~accompllsh much. So‘thezefore=I think that we should

review Fhat, and_restructure>that.aud make some changes. We
have diseussed that with you, Sheila, and ycur staff. Whet
comments do you have on that?

Hs.VEurke: Senator, we telieve the prorosal is a gccd

one, and tﬁe Rdministration will also agree, and I_believe

" ALDERSON REPORTING COMPANY, INC.*
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T the Commitgeeiaay wish_to consider it favorably. There~vere. 
2 nouebjectiens.initalking with either the inéustry, with the

3. Administration, or with the minority on that proposal.

4 Senator Chafee: Whether there will be scme, I.presume;

§ modest savings.

8 B Ms. Burkes We have asked CBC tc give us those
;fieatimaﬁeage'Yes.iséraw
A & ' Sehator'Chafee: Okay.: The cther. thing 15. ¥e have
5:_4&1discussed here 1n thls Commlttee before, and that is going- to e
;”;j¢ scme means tectlng cu~the Eedlcare grcgram. va1cusly, that
aflﬁ-ls a maJor step, but no matter what -you say,- ve vent -to means’
{;i’testlngncn‘the soc1a1 securlty.and with the trust fund in the H

'1$ shape lt.ls 1n, I thlnk we. have gct to look at that, and Fr. ‘
ne‘ﬁé Chalrman, I vould hope that the staff could give that some
H:jé;con.ldetation and come fcrward with some recommendatlonc.
Ti%é&?: Senato: Durenberger. I-vould just mention to my.
aaffcolleague that we sensed his encouraqement several mcnths
11& ago, and ve are already vorklng on how we might incorporate -

19 that partlcnlarly w1th regard to. Fart B, which is nct part cf

S 20 the Hedlcare, tradltlonal Medicare entitlement, and ve will

-2r:havefp;cposa;s iﬁ_the-ﬁery near'futare on the possitbility cf
'zg.inceﬁe teeting; o

237 ’v.Senaiof Chafees Undef the current system of

24. reimbursement, a physician th ordefs an expensive array of

25 technolocgically intensive diagnostic services is ccmrensated
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et high levels, but the physician whe stends a little time
talking with his patient and getting into a detailed patient
interview and ccmes tc the decision to send the rpatient home,
he is teimbﬁrsed ét a much lower level, and it was my thought

that if'OT§5cou1d cenduct scme study as to how to mcdify the

existingvsystem~for determining Hedicare allowances, to allow
»relatlvely more relmhursement for what you mlght call

w,ccgnltlve serv1ces and lees for- technolcglcal prccedures.

The Chalrman. Bhat uas the questlon?

Senatcr Chafee. The questlcn vas having OTA 1lcck. at f,f:

some:- klnd of study of the ex1st1ng system for- determlnlng

Hedicare allcwances to see if there could. be lese accent cr

«_tewardlng for technologlcal procedures and a llttle more: for

1nte:v1ew and determlnlng what 1s best for the patlent.

Nav, I can: see thls has problems that a. phy51cian can

>urack up.' I had a nlce chat with a ratient for
;three-quatters of-an-houryhand he seems fine, and his
 mcther 1n—law~ls flne, toc.' But there is no questicn but the
jaccent nou,ls on teuardlng =omehody who will order a battery

. of cerv:.ces, so my suggestlon would have OTA look at this and

see if.they can come ur with scme suggestions on charging the
reimbursement systeme.
The Chairman: I do not see any problem with the

proposal, but again, I think if some of these that are no
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cést invclved, vwe might as-well accert, unless there is‘some'
objecticn. I think those where I promised Senatcr Eaucus and
others, they have amendments they wculd like to rpresent, and
they cculd nct dc it this mcrning. I said, we will not act

on any amendments, but I think it is fair if ncbody chjects

" and there is no cost invclved, and this would be one in that

ca?eg@ry, I think'Senétor B:adlér'has one of thcse. And

maylte we might as well go ahead and do the little amendmenté;:
‘Senator Chafee: They fall in a higher categery tham

that, Ht;:éhgir;ah; . - | | -
Senatcr Danfcrth. K Chalrman, Senatcr hallcp kas a

speaklng engagoment at lunch, and he and Senatcr Bc:en and I

_vould like to-at sonme: pcint in the next five m1nute= or sc,.

1f - we could bring up the matter.

Senatcr Eradley. Hr. Chalrman, I certainly want to
acéommodate those qenators ‘who- have speaklng engagements, but
I vculd Just llke tc take ten =eccnds, and I thlnk maybe
Senator-Durenherger:already tock care of it. I just want to

nake sure that we have dealt vlth the six-month delay. We

fhave dealt wlth that’

Seuator Durenberqér.. Well, I menﬁioned that ycu would
have that suggestlpnmh -

Senator Bradley: Basically, it extends six months the
deadline on the effect of the TEFRA prcvisions, apnd it

provides single rate for skilled nursing homes, whether they

ALDERSON REPORTING COMPANY, INC.
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are conmunitf based cr hospital based, and ve have asked fcr

a study, and that study is not back, so postpone it six

‘mcnths Lefore it gces intc effect. That is basically it.

The Chairman: Has the staff had a chance to review that

prorosal and the Administration, and is'there any ctiecticrn

to- tha t?

Hs,ﬁﬁnrkei,-senator, the staff wculd recommend ecceptingt

the ptovision}A I-should note that it has a cost over two

- years of $35 mlllion. Very honestly, I thlnk Senatcr Bradley~
;has a good p01nt~‘ The Adm;nlstratlon has not completed thelrf"

'repcrt. The hospltals, of course,. are going through

prospectlve ;ayment, and have a great—deal tc hear anyvay

lwlthout a teductlon 1n thelr payment rates, and in fact the
jwhole qnestion of uhether prcsgectlve payments shculd be
'extended to nur51ng‘homes is also obv1ously under active

;consideratlon, and Ve vould recommend support of the>

proposal.

Senatot‘ﬁeinz:-’ﬂ Chalrman, in our conference report on

fthls measure, ve: dld give. the nur51ng homes assoc1ated with

m'hospltals, hospltal hased nur51nq homes an exten31on. Did. we

alsc glve communlty" Senatc: Bradley wvants. tc inclede
communlty based nur51ng homes as well. Is that what ve are
doing?

Ms. Eurkea The single limit was for all nursing hones,

Senator. It was an extensicn of the limit in its entirety.

ALDERSON REPORTING COMPANY, INC.
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_lsenator-Heinzrl And wve are fnrther extending it?
¥s. Eurkes. Yee, six months.
Senator Heinz: I would support that.
Hr. Ecurgue: OQOur-regort, §r~-Chairnan,.is exrected ty

the end of the year.

The Chairmana Sc Yycu. wculd nct:cprose the exten=1on then7

. Mr-. Bdurqueza well, ve are concerned about ‘the cost, Hr.v

Chairnan; and've nould prefer to have the single limitS'go

.lnte effect as of October 1. hut wve alsc understand the

:The~Cha1rman:: The study may not be avallable tc us nntll
about three or four month< from ncw, because we- v111 not te

here untll February, and I thlnk the cost certalnly ls of

ccncern, hut I really'helleve that you could round lt dovn. ':;

Senator‘Danforth. Br..Chalrman?
The Chalrman.' Qc there 1s no. objectlon to that

amendnent?' Has Senatcr Armstrong been notlfled° Why do ycu

not go ahead:and present your'amendment?

Senatot.BradIeya< SchwenhaveJadopted that'amendment?

The Chairman.‘ Yes. SenatcrfEOren and‘cenatcr ranforth:
have an amendment they Hould llke to discuss, and again.,
Senator Boynlhan and Senator Armstrong want to be rresent and
participate in the.discussicn, Maybe you could go ahead and
launch ycur diecussicn and they will be here.

Senator"Danforth: Mr. Chairman, thank you very much.
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The issue that we wculd . like tc raise is an amendment or a

prorosal based on a bill which was introduced earlier in the

year by Senators Boren and ‘Wallop and myself. The so-called

CPI minus three gprorcsal, the CPI minus .three prcepcsal wculd

for a period of between 1985 and 1988 reduce COLA adjustments
by 3 percent. -That is, indexing for the purpose of toth the

.non-means tested entltlement programs and for the purpose of

tax indexing uhlch.comes 1nto play in 1985..

Index1ng would_nct be of the full CPI between 1985 and

A1988, but nould befa consumer prlce lndex minus 3 percent-

ihls'vculd produce ahout $117 bllllon in deficit reductlon

during thatuperiod'of time. It would increase revenues by $575

‘billion. It would. reduce spending by $60 billion..

The thecry of this prOpcsal, Hr. Chairman, is- that the

hudget def1c1t ls'gettlng‘out of hand and l< out c¢f hand.

.Right now the natlonal debt stands at. $1 3 trillien.. It_wilif'

'reach $2 trllllon hy 1986 .. It will reach $2 6’tr11110n byA

1988s, Rhat Ve have dcne in increasing the national debt and

_the lnterest that ve have to pay on the national debt is

:aw1p1ng cut“all of the«hudget-saVLngs which ve labcred sc¢ hard

to put,ln place in 1981 and 1982.

It is, of’course, vorthuhlle to go through Medicare and
other rrograms. to sée if there are some marginal savings that
could be accomplished, but our view is that the deficit is sc

large that it requires scmething more than a marginal
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approach, and for that reason, we offer the CPI minus three
approach.

¥r. Chairman, I think that a lot cf us in pclitical 1life
believe that the public is totally unreceptive to any
particiraticn inAsolving our budget problems. HWe are so
concerned: with offending any group, any interest grcup, that

because cf that concern and tecause of vote counting on the

next election we refuse fé.take those steps which are

‘necessary, but my view is that with a broadly based approach

vhich'treats~e#erycne.the same, and which is viewed as Feing

fair and’notfsingling cut one group for special treatment,
the American people would welcome such an approache.

I have trled the CFI m1nu= three idea on town meetlngs in

my state of Hlssourl, and the reaction has been
overvhelmingly favorable. We are receiving mail cn it. The .

'mailjis“ove:whelminqu favorable.. I believe, and I think all

of us, the. three of us believe that the American pecrle are
willing to do something whi;h ié broad bésed and fair and
which significantly reduces the size of the deficit, and that
is what CPI minus three wculd dc.. |

The~Cﬁairmén:v Seﬁator Wallop?

Senatcer Wallcp: HKEr. Chairman, I endorse everything that
Senator Danforth has said, and it is my view and, I think,
éhe view of a 1ot of other reorle that ycu will never make a

significant dent in the deficit without balancing
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expenditures and revenues scrt of equitably in a way that is
minimal in its effect, and I think one thing Senatcr Danforth

did not explain that should ke is that nobody would e€nd up

.with a reduction in their benefit if the rate of irflaticn

was less than 3 percent. You wohld not have a minus 1
percent. the following year. But several things, I think,
should te poinfed ocut.

One 1is that‘federal spending generally has increased from
1Brpércentvoftthe grcss national product in 1965;tc almcst‘ZS '

percent this. year, and our revenues simply have not matched

in any way this decline, "I think this year the deficits will

go as high as about 6.3 percent to the gross nafional
product. It:iSLaﬁ intolerable situation for any country
which seeks some.kind cf eccnoric viahilitf in its future.
It is important, I think, as well to realize that the direct
purchase of goods and services by the fedefal government has
declinédlfrom-51 percent of GNP to 7 percent over therpast
two decades;_

Federal income transfer rrcgrams in that time have mcre
than-douhléd, from 4 percent of GNP to 10 percent-cf GNP.
Betveen 1970 and 1988, defense spending will have increaced
by 36 percent in constant 1683 dollars. Non-defense spending
inccme transfers primarily will increase by 95 percent

between 1970 and 1988.
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All Ef these are with nc mcvement in particular cn the
part of Congresé to deal with it. The problem that ve have .,
I believe, in trying . tc reduce ‘deficits by solely increasing
revenues is that it does not -- we sort of get-ccmfcrtahle
with the deficit and simply use the increased revenues fcr

Yet another means of keeping it mere or less ccnstarnte. It

does not decline.

And vunless vwe dc scmething that corresponds with the

+ increase in revenues as a decrease in ex¥xpenditures, ve dc not.

réalifjhéfé aﬁx-plan that will give some perspective to the
Américan pecrple that we are serioﬁs about these.

Host of that non-defénse spending increaée that I spoke
of. is. fcr income transfers. These programs provide tenefits
to 50 percent of all the families in America and akout 33
percent of-the populafion} and that includes both sccial
inéurance Such'aszsocial sécdrity, wvhich affects 35 gercent
bfithe>famflies'in Ameriéa, and welfare, wvhich affects 15
percent,cf“fhem;

I would hope that this Committee and this Congress Hould.

- take a serious look.at trying to do something which is

non-punitive either to thcse whe ray revenues or thcse who
receive inéoie transfers from the rest of the country, which
dces pay them. The renalties invclved are really ririmal and
really hurt less, if you will, and the effect of it in terms.

of reducing these monstrous deficits is really significant.
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The Chairmans. Could I Just lnterru;t brlef1y9 I know

45

Senator Bcren is cne cf the rrincipal cosponsors and Senatcr

Wallop has a speaking engagement. I wonder if we might Jjust

reccgnize Senator Bentsen for 30Aseconds'to kring ur the

amendment he offered.

Senator Bentsens: Surely. I thank the Chairman and the

.gentlemanvvery much .

"This is one that applies Hedicaid to first-time

“'pregnancies,«and"you have. a: ve:y major beneflt lnscfar a=

=ch11dren belng horn uithout handlcaps, of average weigh t,.. and

v;thout some of the-mentalg;roblems that_come frem nct havang

protet'prenatal.carem
I“mightufunihe:*add thaf”the cost estimates would be
adjusted doun substantlally tecause the facts have shown

that, 1n=tead of 20~ some states not affordlnq this, it is

only 7‘=tates that do not afford lt now. And‘we aISC'have,

the-budget'resolutionjtugﬂmllllon that vas specifically

earmarked for that purpose,. and I would urge its adogtion,

-with'the removal_of-the sunset prcvisione.

;The.Cﬁairmanz.‘Thiszﬁas discussed before and I was

involved in. that discussion.. We were concerned about the

‘cost and we tried to work cut some determination. I

understand ncv from staff that ve may have cverstated the
cost substantially. As was pointed out, we thought it

ccvered 20 states and we understand there are 7.
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2 this country by 1988 to flnance and service those deficits..

We understand4the Administration has mild objection. Eut
vithout objection, the amendment is agreed tc.
Senatcr Boren.

Senator Boren: Br.-Chairman, that amendment has been

% handled so well, I thought meybeive might just gc ahead and r

take up Senator.Danforth's and Senator Wallop's and my
emendeehtrendideaitithe same way.

[Laughter;r |

Senator Borenm-bBelng noncontrover51a1 as it ise.

I Just vant to add ny words of agreement u1th vhat has
aIready heen sald by Senator Danforth and Senator VWallorpe.. rf
thlnk in. many ways - and I heard this so much as I talked tc
people in: our“state - We have been underestlmatlng the
lntelligence and the patrictism cf the American recgle.

I thlnk that there is a hroad understandlnq of what these,x
def1CLt= are 001ng tc dc,>and the estimates I have seen, if
Ve add another trllllon dollar< to the natlonal debt between
now and'1988've=are going tc be taking, the range I have

Seen, betweed Seaand 68-percent of the-availahle credit in

ﬁov, I dc not thlnk there is anycne in this rccr that
doec not understand, lf that haprens the effects on the
American economy are going to be catastrophic, and I do not
think we have very long to.wait. Some reorle sey we have 12

months, some people say we have 18 months.

ALDERSON REPORTING COMPANY, INC.
440 FIRST ST., N.W., WASHINGTON, D.C. 20001 (202) 628-9300



@ N @

-122
13

14

18
AT
18

.. ’ 19‘ :,‘.

C21

8

24

- a7

As ve begin to have an econcmic recovery and we tegin tc

'u;elup‘that slack caracity, the demand for private credit

inoreases.~ We are going to be bumping up against Gcvernment
borroving. We are going to have a real crisis that is gcing
to have to be met either by rapidly escalating interest ratés
cr“invééting in some new. equipment that will print the Ecney
faste;'ghénfény*équipment;that:ue nov have available to us.

And I'think it is extremely serious. The people that I

talk t° say.over and:over again, we are ready to make a.
»sacrlfice as long as everyhcdy does it, as- long as we have -
somg qudrof prcqrag that puts all Americans in the same bcaioﬁ
Atog'eth er. o |

And I thlnk that this proposal does that. It is not the

total solution. Re are deallng here with approx1mately $140

;iblllion cf <av1ngs betueen oew: and 1988. OhviOusly some

othen thlngc*must be added to that to make the deficit
reductlon*dramatlc enough tc be effective. But it is an
impc:tant start.m

And I thlnk the important thing about it is that it says.,

*“vhether you are. uppe: income, middle income or lower inccme,

alIAAmer;cans Hlll be gettlng-ln'that bcat together, making
someiSacrifice. If you Jjust ask those who are on the
receivihg end of Government rrograms tc sacrifice, ttey say.,
well, why just us, why not those people at the upper end?

Ycu just ask thcse who are paying the bulk of the taxes tc dc
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it, they saf,_uhy should‘ve-just continually te called upon

~to pay higher and higher taxes vhen there 'is no evidence that

we are -going to restrain spending?
So I think this is a balanced proposal. The reason ve

make it in.this Committee is that both elements cf it are

under the jurisdiction of this Comnittee. the formulas
¢1mpacting the growth of entitlement programs and a1=c thcse

Aaffectlng tax 1ndex1ng.

So lt_ls a start and I thlnk it is- an lmportant start._rf?m

1ve~can use this propcsal as a. ba51s for hnlldlng a-f?

-- L do'not‘thlnk there 1= cne. member cf the‘Senate that dces

_not beIleve that these def1c1ts are a tlcklng tlme bcmb, thatr

_are Just eatlnq avay at. the strength of thls country. And I

thlnk thls 1s a start, 1t ls an 1mportant start,. and I hope
that ve u111 have the gnmption to start mov1nq along thls
llne and not Just vait untll the electlcn.

»Therevls.alvays gOan to be an electlon'some Year, and I

.think ve have tc be abcut trylng to solve the prolkems of the

country and I hope ve. can mcve along these Iines..

The Chalrman. Are there others  who want to be heard in
support.of the amendment?

Senator bnrenhergerz Yes, Br. Chairman. I will be
brief. |

All of the economic and psychological arguments hane beern
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nadev_ Isjust here:recall a fact. A= we sat here a .courle‘'cf -
years ago making the decisicn on tax bracket indexing, when

it came cut c¢f this Committee we did nct have an index in

it. When it went into law, it vas 100 percent of the CPI.

From our own experience in Minnescta and I think the

experience in-other StétES) 100 rercent of the CPI

over-indexes on.the tax bracket sidee.. ' L ] o i

So even if I dld nct believe in it cn its merits, whlch 1 ‘

nreallty.

Senatoc;éhefee:. Mr. Chairman.
'The=cﬁai;men: Senatcr Chafee..
‘ QSeoeiorfChafees_ i’want to comrend the Senators for fﬁeif_‘
proposel;f:he‘;fleworry'about~theseldeficits, but nckedy
seems to. do much about them, and here is a concrete propcsal ‘
we can- tlnker Hlth. | ..'"

'Iimean, I"would just as soon throw in eliminating all the

*tax‘hracket indeiihg-ccmpletelyv But that did nct secem tc

o have much support in- th1S'C0mm1ttee,ﬁnor on - the floor. But

here is & step that does deal with that side of it, rlus
acrcss the spendlng~51de.

ﬁov,4I knov the objecticns are going to be: WHe dealt
vith social security earlier this year and we went that route

and we cannot tamper with it any more. But here are the
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defic1ts, and apparently no c¢ne in this Congress is pre;ared

to undergo ~= to foster the cuts that have to be made to

- handle the deficits.

- We have no enthusiasm fcr tax increases, the §732 billion

prorosal in the budget. PBut arrarently vwe are not gcing tc

B facevup'fo.that.. So here is a proposal that will in a very,
“%very suhetantlal,vay reduce thcse def1c1ts, a deflcit of 8¢OC‘>

‘billlon, and thls w111 teduce it by $117 bllllon, ‘which is a

Brae

I do not thlnk thls 1s the end of the: roadr but this is 373

.very, very majcr prcposal, and I think a good one.

AThesChalrman& Senatoz denihan;

A~Eetﬁmefsay, as: I have indicafed, we are not taking final'.u

'actlon cu thls today*because Senator’ Armstrong is trying tc
-reach the Commlttee, but he has another confllct. Sc ve_wilI

'take Lt,up agaln pe:haps on Tuecday.

But I knov Senator Hoynlhan is here and wants to be heard!
in~cppcslticnyeand we: are pleased tc hear ycu.

Senator Hoynlhan.f'Thenk yoﬁ, Kr.. Chairman.

And I vant to put &!Isfée'proposition,-éhich may not gaip
mueh support- But 1t Sseems-to me that ve are seelng the \
worklng out here of one of the major objectlves cf the
pzesent Administration, which the public has never understcod

and the Administration has never avowed, and the oljective

was as fcllcwus:
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During the campaign the President repeatedly referred to

.the Kemp~Roth legislaticn and the Laffer Curve, and Fe wculd .

saY, as he did in Flint, Richigan, on Hay 21 of 1988C: “We
will take the increased revenues frcm the decreased taxes and

use that to build up our national defenses.”™ "The increased

" revenues from the decreased taxes.”

George'?iii,,his friend ~and friendly critic, has taken tc;'

- asking audiences of"hankers and sudh'aS"he speaks tc -— he
offers them a door prlze.' Be <aid, I offer a docr prize tc
,any person present,.one toaster~to any person present vho'can'f

-name one socxal program that Ronald Eeagan proposed to

abollsh durlng hls campaign, Just one. He has never lost-a

.

toa <te Lo

Nov, the campalgn vas over and the 1naugnrat10n took

;place, and Hlthln 30 days the Pre51dent ‘had sald., He have -

had a lot'of talk ahout how do . you reduce the size c¢f

Governnent and. get rld of all those programs and nothlng ever
haprens. Sc what dc¢- ycu dc ulth a child who ¥ill nct

hehave? -Youtcutzlts«allowance,

”5¢; Hhereupon.\the Iargest tax cut in hlstory toock place,

whereas ohe - of the deepest depressicn since the 152C°s tock

place, vhereupon the largest deficits in history took place,

.whereuron the iron lcgic ¢f the strategy begins tc erforce

itself: You have got to cut those programs because you do

nct have the moneye..
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And uhosé'ptqgramS“uillﬂyoutcut?'.Hill you-cut the
defense ptograms? Né- The farms proéramS? No. They weﬁt
from $4 killion to $22 billicn .in twc years, which is an
achievement. We have a tax on milk. We have dcne that. We-
‘have”taxéd'fcod-not- We have a &cllar tax c¢cn povdéred milk-;
That is the first tax on food that I kncw about. And now ve
are 901ng tc .go. after the scc1al =ecurity Prcgrace. Again,‘z
after we dld somethlng that almost could not be done. We did;
it;»
o Nou;;thé tolnt, Ht; Cﬁtlrmtni;‘:and f am;nct gcitg tcTté;}€
much longer on thls -—~;s the soc1a1 security. tetlrement

system< are not*addlng a penny to the deflclt. They are:

-decte&sing:the=deficit. The sy:tem is in surrlus, and the -

surplus mounts each mcnth. And we get -—- I think all of us

here do get a monthly report on the OASDI fund. It'goesrup

éach wonth.n?“u :
‘:_It:U}ilfnou §6'ﬁ§2éétﬂttcntﬁ"tntil the year 2026, if ycu f
taketthé.tcttatieé’tstttementé,.aﬁé that is all we have. I
mean, they are actuar1a1 statements. They glve us their best
Judgment._ He have uO years of <urplus inm thls fund coming |
Qp,t . Sl e P _
Hé-havé:stéteﬁénts taat the American Associaticn for

Retired Persons‘-f~énd.Itam not going to go into this sort cf
thing - tte Americaﬁ Asscciation of Retired Perscns has had

a-studj done by Data Resources, Incorrcrated, which really
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doeslestahlish that ve have -- the ohe thing we have done

-

2 abonf'poverty in this ccuntry since we have declared war on
<:) 3 it 20 years ago is we have almost eliminated it amcne¢ the
v@ aged, but just barely. y
8 If.you.start.cuttinq back thecse ccsr c¢f living irereases,
é»then they go back dovn. In terms-of“the overall levels cf |
'fffpoverty,yue have qot ourselves, in three years-of thls

T
.8 Admlnlstratlon, back tc'the level of 1965. The_level for
9

"érchlldren_has goue{up, Hhatihas not changed is older

'=21ﬁa And 1 am wllllng to hear any proposals on 1ndex1ng and
12;things like that@<'Eut where you have a trust fund vhlch is -
'1$fin surplus and 1t is addlng to the revenues of the Federal

fi? _ 11“3;'iﬁgcovernment”-~they do not have to borrov when they get these l'

?revenuese:they‘gc 1nto the truet fund, tut they dc nct have |
-»to.borrov=—-'1t seems to me that we d1d an honorable Job for :
rr1thh1< ccnntrr'and its aged im that Ccmm1551on, and I do nct
1&1th1nk that: lt shonld be tampered with..

And I do not thlnk vhat I.happen to regard as a

"ﬂféaﬁflendlshly clever tactlc for und01ng the soc1al rrcgrams of

i'zf'the last SO years — I do nct thlnk that we should dc it.

B 22 The. Chairman:‘ Pipey He Hill put ycu dcwn as undecided.
ZI [Laughter$1 |
| {\) 24 The Chairman:. Senator Symnms.
‘ 25; ‘Senator Symmsz Hr. Chairman, I appreciate my colleagues"*
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5901ng to glve us one dollar of tax 1ncreases and three

'“flgures that shou that we wlll get 41 cents in spendlng cutsf~‘

3to do thls,

‘- concern about: the budget and the deficit. Put I wculd just

point. out to my colleagues that we are now taxing the

-American peorle to the tune of 19 percent of the grc¢ss

national product. We are spending to the tune'of 25 perceof-

of the gross national product.

He d1d a. blll 1n 1982 called TEFRA that was surpcsedly

dcllarc cf spendlng cuts. Now Treasury 1s coming Eack Bith“

.most.of those I think came cut of thls Commlttee, as a matter

of fact, so- I do not thlnk the people on thls Commlttee have »I

,to feel tco bad abcut the effort.

Houever,:what I kOUld llke to see hapgen is, if we want

let us pass the three: percent freeze cr reductlcn*_

;on the CCLAfsrand them ccme back.and talk abcut the tax

1ncrease, because otherwlse all we do is Jjust make mcre room
forrmore spend1ng~arcund here.' He are going bankrurt.

The def1c1t 1s not causlng this. We are balancing the

‘Qhudget riqht nov- He balanced the budget.. T do nct know how

A

manx tlmee ve have to go QVEr 1t. It dces nct make any
dlfference vhether you tax people for it or'ﬁhether you
hcrrov:the mcneyvor:vhether:ycu steal it from them ty the
printing.presses,'botiyoulend up with.the same protlem, aod

that is we are spending 25 rercent cf the gross naticnal
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"product cf this country, and thaf is what the prctlerm is.

That is vhat is slowing down the rate of recovery in the
€COonomMy .

So I would like to see us get the‘horse ahead of the cart

"instead cf the cart ahead of the horse. And the cnly vay I
,'can see we can do thls, let us see the Congress, let us see
fthe thte House stand behlnd it, and the House of
'Representatlves, 1nstead of having the Senate go'ouu'here and:z

?{try‘to pass a,fteeze or"a reductlon on some of~the rate of

R

incteases on spendlnq and nct ever'see it beccme a realit?-

I might even vcte fcr thls 1f it was done in a.: tho-part

system, lf the spendlng reductlon part of this is pacsed and

signed lnto law by the Fr931dent and. then brlng kack the tax',

14 increase part.' hnd I thlnk you uould find a lot cf-us mlght

But Ixamr51ck and tired cf suppcrtlng bills under the

gulse that ue are 901ng to end up v1th ‘spending cuts and tax

reducticns;: And I understand frcer talking to Senatcr

Danfo:th that thls 1= about a dollar for dcllar thing.. Twc

ifyears agc or’a year ago ue uere talklng atout three dollars

fo:.one. Nou ve have wlped cut on that, sc now we are

-talklng about one- dollar for one.

If we do the same ratio, vhat it will end up here is wve
will get about a one dollar tax increase and, according to

the 41 cents we got uhen it was supposed to be three for cne,
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1© we would probably get.five.cents spending cuts. £ind I dc nct

2 think that is a gocd trade-

3 . The Chairman: Thank you, Senator.
4. Sepator Moynihan wanted to make one other point.
5- Senatcr Moynihans Just'a'technical point which 1 wculd

8. like to ask the staff not to answer, unless Sheila can dc so

fﬂfrom the tor of her head, whlch 1s usually the case€.. But
8. Sectlon 710 of. the Soc1a1 Securlty Act of 1983, wvhich is

©

entltled "Budgetary Treatment of’Trust and Gperatlons,

fiﬁistates that the totaIi}-ftthe <oc1a1 securlty truct fund
»itvshall be exempt frou any general budqet llmltatlon 1mposed bye;
-1ﬁ'etatute o expendlture | |
18 And 1t Hould be my Judgment that the contemplated

T 14 proposal --—I do notﬁknow vhether lt has actually cr wlll be

'ft&Vpresented --‘vould be-ln vxclatlon of that prov1$1cn. Cculd

ﬁ?i&”you or*vcnld you.havewa v1eu. or 1£ you. do. not would you haveﬁ
: tr:the klndness to get us:one?
18: ' Hs.“Burke. We can certalnly look at it between nov and

19;-the next tlme ves dlecnss thlS,»cenatcrrJ Ko, I dC'nct'have-a

:;féﬁéviev of£ the tOp“ofumf head.t

'éff Senator Hoynlhan- Er. Stern, do you by chance? Are ycu
22 awvare - of the pr;v151on9_ Hevvrote it in there with scmething
23 like this ln mlnd. |

- 24: Hr. Stern: I chld llke tc lcok at the actual language.

25 SenatcrAKojnihan; Secticn 703 of the Social CSecurity BAct
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~of 1983.

The Chairmans Senator Armstrong. And let me explain to

Senator Armstrong, in yocur alksence we are discussing. This

- is all ve are doing. .He are not going to take any action

‘until Tuesday. And we weoculd be very rleased tc hear from ycu

if you would like to comment at this time.-

”mSenato: Armstrong: .HeII,LHr; Chairman, I was devotlng myfg

8: attentlon thls mornlnq to some other matters. and then. I

9
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:offprOJected lncrease ln soc1al security benef1t< and, as one~

learned that there was a move afoot tc cut back on the rate

who has had some experlence in advocatlng that cause,. I
naturally wanted tc ccme rlght cver here.

As I understand 1tﬂ Senator Danforth and Senator Boren

,have prcposed ar package the centerplece cf Bhlch is to. slow f]

5dovu the rate of lncrease xn,soc1a1,=eccr1ty and :.cther

non-xaeam*r tested entitlement programs by deductlng three

percent*from the CPI adJustment.
I do.not want to argue it at. length, although cn Tnesday

I wlll be happy to. But I Just vant tc urge my cclleagues te

;ﬁbe a-llttle‘cautlous. Some wlll.remember that T suggested a-

'imuch'more restralned, a much mcre restrained approach to the

prohlem uhen the.lssue was bailing out social security and
preventing the fund from going bankrupt. At that time the
Congress made it quite clear there was absclutely nc

disposition whatsoever to make such a change, even when it
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;to cay that ve were not'901ng to use social security to

might’be.necessary=in;order.to prevent the social security
trust fund from going under.

In my opinion, it is unthinkable that we would ncw dc so
fcr the sake of balancing the budget. In fact, I‘telieve

that, upon the motiocn of Senator Moynihan, that the Senate on

,one occasion at least, and mayhe twlce, voted 96 ‘te nothlng

5~balance the budget at all.

And if I understand vhat 1s here --_and I speak as che.

{lwho does not thlnk lt lsdunreasonahle to slov down tbe rate

“:of grovth ln these entltlement proqrams. But I v111 Just

tell you that we are. Ctlrrlng up a hornet's nest and to no

-

’qood purpose.-

How, therother part cf thi< meaeure, if I understand it

Jls to do away*wlth tax 1ndex1ng, whlch, as some may recall,

:;icinear"and dear to my heart-, And there is a certain sort of

rough Juctlce 1mp11ed here, that we are golng'to ctt back a

llttle on the spendlng side, we are going to cut back a

'llttle on the tax1ng side. ﬂnd.scmehcuAthat scunds- all very

'equltable-_}_difd_ii?ﬁb
Hell,tthere is ncthlng equltable about it a2t 211, because
the spendlng 51de has been 1ndexed for many, mBany years, and

in the case cf many cf these-programs has bheen overindexed.
Some programs, in fact, have been indexed much faster than

the rate-of increase in inflation as measured by the cost of
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fthat really ls not a very appetlzlng prc<pect._

\ls‘the mcment*to argue it-v-il prcbahly will not think

'Tuesday 1sr'e1ther; I’hoge that you Hlll thlnk better of

Vhrlnglng‘thls to a; vcte at any early date-

living..

So it ie hard for de to see,:aftertYOu iadex cne side cf i
the equation for 10 or 20 years and even index it 50 percent -
faster .than the CPI,. then tc say we are going to stocr |
indexing that and not\even'permit;the tax indexing s£ide to gc

into effect == it has not started and 9111 not- untll 1985 -

Flnally, Hr- Chalrnan, Just because I do not thlnk this

. But jnst,to put lt in perspectlve, the vcrklng men and

;vomen of thls country have seen in the last decade thelr

4?after tax, after-lnflatlon lnccme decllne, and I Just hcre my

-

dcolleagues wlll remember that; Amerlca is stlll.thcught tc»;3f

be the land of rlsing expectatlons, and vhen the average

worklng man and woman uorks hard, abldes by the Amerlcan

'ethlc, saves, trles to get ahead, and then finds themselves a
1decade later wlth less real 1nccme than they had a decade.
?.earller, I Just thlnk under those circumstanceS'to talk about
}dclng away vlth the tax index1ng part of it is alsc pretty

.far-fetchedw

And . so my own opinion is that this is a proposal that we
cught tc let sort cf age a little befcre we act.-cn ite

The Chairman: Senator Wallop.
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_Senato:rﬂaliop: Hr. Chairman, it vas not without full
awareneéa of the nature of'the-oppoéition that we still went
forward with our propcsal. i.think what we have heard here
today is the argument for proceeding-in a manner such as’
this.. |

We. have heard sone say that we ought to get it cutt cof the f

spendlng, and. others say that ue ought to get it ocut of

‘-taxlng-‘lhnd'this Commlttee can ualt‘for'other Committees tO‘:’

B

' Th1= does not elimlnate ‘in any vay. tax 1ndex1ng, nor dcecﬂf
it ellmlnate 1n any Hay entltlement 1ndex1ng. It reduces .
that'for a perlod of three years 1n a mutually balanced way, L

to trz to do somethlng whlch is: of concern to all Bmerlcans,-

whether they tecelve lncome in. the form of transfer cr pay

taxes on'wﬁateven lncome they earn..
It ls not‘a large adJustment in anybody s affairs, and 1ta
doee somethlng that ncthlng elce that ve have heard cf doesa_
All the other ptoposals that are 1n front of - th1= Ccmmi ttee

rlght nou are niggllnq llttle cnes. - Some of them have‘
putpose and aoe useful but they are all raising relatively
small amounts of tevenue or saving relatively small amounts
of expenditures,:and the same thing is true in mcst cf the

rest of what is going on.

‘This is one proposal that makes a significant change
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‘without a significant harm tc either segment, whether they

receive income from the Government . or pay taxes to it. And I

.would hcpe that we wculd not just abandon it Lecause it is

politically difficult.. We know that it is. I would hoge
that‘we would lookvseriouSIY'at'a propcsal such as this.
Senatcr Danfcrth. ¥r. Chairman.

ffThe-Chalrman. Senator Danforth._;_

‘ Senator Danforth. Senator Moynihan has made ‘a very

excellent'argument ,;all cf’hls arguments are excellent -

T “pr09051t10n:that ue eolved the coc1al securlty

,problen last year and ve: should do nothlng ‘with recrect tc

soc1al eecurlty index1ng.l Senatcr Symms-and Senatc¢r

Armstrong have made very excellent arguments, as- they'always

*doh that taxes have heen 901ng up toc hlgh and we ehcnld not :

'”jdoAanythlng about taxe

.;They‘have*made an excellent argument for the status. quo. .

€Secretary Regan I thlnk pretty well shares that pccitlon."As
'I'nnderstand 1t, he is not concerned about the size cf the
&&deficlt. And far'from the Ecren-Hallop-Danforth aprroach
;unexng a worklng ont of Admlnlstratlon pollcy, I thlnk that'it

“;turns out that the advccacy ct the status gquc is a wcrklno

out of the Adnlnlstratzon s pollcy.A
,Hy p01nt is very~51mple. If vwe do not do something like
this, we are going tc. have $200 btillicn deficits every year,

and it does-nqt matter what kind of recovery we have and it

ALDERSON REPORTING COMPANY; INC.
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‘1;a;ié;effort Such as thls 1s. “in whlch almost:everybody in the
S
18

ot

B

24

25

;long term. ;"

62

dceé.nct:matter-what ¥e dchwith.the,defense bedget@ ‘We are

committing ourselves as a matter of policy. tc $200 rillicn

"deficits forever.

And I believe that that is bad pclicy for the country. I

believe that it hurts America.. I believe that it hurts

- Amerlca ln the short term and that it hurts Amerlca in the

PPN Le T Tl . s C e

When"ve have to spend evety year thereafter an addltlonal

f;$20 bllllon or-so to pay . the 1ncreased 1nterest in the

_are pa551ng on a legacy to cur chlldten' And I do not know.7
.hov ve are 901ng to get cut cf this =1tuaticn, Lut I cannot
‘belleve that these def1c1ts are good fcn.the count:y, and I

*cannot helleve that there 1< any chance of getting the ',_{}e

country except the very poor: people can'ccntrlbute scmething

to“solv1ng:the.def1c1tw

_Andi;f ve do not want tc ask them to do 1t, 1if we dc nct

tfuant to ask the tec1p1ents to help, andvif ve do nct want to
ask the worklng people and the taxpayets to help, flne. Then
.ve. have made that deciclon, and the decision we have made is

. Weakness for-Bmerlca forever.

And I‘mlqht say, it not only affects our country, it

affects the rest of the world as well. .When we. went to the

ALDERSON REPORTING COMPANY, INC.
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Hilliamsburg'conference and hosted the Williamsburg

.conference, what were we hearing about? Ve were hearing

about interest rates in the U.S. and the value of the dollar
and the size of our déficit.

So. what ve decide in the Ccngre s c¢f the United States

: . has- consequences worldwlde and it has consequences not. only

fcr now bnt fcr year< and yearc-tc ccme. We are talking

ahout the legacy-that.ue are passing'on to the future. I

-think 1t 1s irrespon51hle.' I thlnk that lt is Just

hopelessly lrrespon51b1e to run up deficits this size.
And I say to the Senato: from: New York and the Qenator
from Idaho and the Senator fron Cclcradc that unless we are '

91111ng to take cerloue stepc 1t is mathemctlcally

iapOSSLble, mathematlcally 1m90551b1e, to get the deficit

bercu say $150 hllllcn.

8

24
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Y Sepaton!hrﬁst:eng: -Woul& you yield for just a mqment?‘-
2 Senaten‘Danfo:th:. éertainly. |
3 »Seﬁetor'Armstrcng: I think all cf us wculd agree with-
4 you about the seriousness of the deficit issue, but you are
& not suggestlng, are you, that this is the only sericus or
'&Tthoughtful p:oposal to do something about it? 1In. cther

wffwords, I‘have-the 1mpressxon,that 'You think this is the o
&:cnly -

 &41 Senator*Danforthz No, I’am saying a ‘lot -of things . have‘>.;

;ig.tc*te ccnsidere&.e Ihi= fcr example, dces nothlng ahcut _=h'7“5
:v1ﬁened1care, whlch is- scheduled‘to go broke.  This doe= nothlng
:121abcut approptlated“accounts.: This is not a total answer tc f

j'.-.__13?5_.everything, but I,dc cay thl s, that ‘but. for this- or‘eomethlng

iij&ilik' it,,elth some glve on the tax side and some give on the

' 'rf15ﬁentit1ement slder,there is ne chance ever of. gettlng the

1&$def1c1 'helow,Asay, $150 bllllon.'

:17&7” ‘Senator"Symms._ Hould.my*col;eaqﬁe vyield for cne questicn?
.i&l ﬂe Senator'Danforth. Certainly-

'Jsal;;:Senator Symase: IAnentlcned earlier ve got 4171 cents in

? spendlng'cut for every dcllar in tax increases.. Eculd we:

32t con51der'on thlS‘thlnq that ve go two four one’

- 22 Senator Danfcrth. The Senator from Idahc can ccnsider

8

any;hlng'he wvantse.
24 Senatot-Symms& You have a $7 trillion unfunded liability

25 starlnq us in the face with these pension programs, et
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'_cetefa, $7'billionm' That has something to dcvaith the lcng

terh-capital markets. Now, if we want to really do
something, we are nqt going to be able to raise taxes encucgh
toc make the difference.

Senator Danforth: My view is this, that I am sure there-

are any number of’ proposals that can be made, but the only

<Nvay that I can see tc qet the American people on hoard is to -

treat everyhody the same, and that is what thls prcpcsal is

The Chairman& I.peuld llke tcvreccgnlze cenafcr Bpadley.{”
’Senator Bradley. - L would llke to thank you: for'lettlng'””
me have ar view of the Republlcan caucus It-ls very
interestlnq. I always wondeted wvhat: happened.

‘ [General langhter ] |

”The Chalrman& Hell, ve talk a lot'about def1c1t
f;?[General.laughter-l B W | |
ijThe>Cha1;mapa¥MSenator ﬁcynihan’

'Senaicr"ﬁcynihan:. Hell, T almost vanted to say the sare

thith flrst'of all, to Senator Danforth. I share his vlews
*:exactly, that‘thls 1s an extracrdlnary prchlem, the deficits,
‘-and the douhllng of the debt from $1 trllllon to $2 trillion

.in five years, the ﬁlghest merchandlce trade deficit in  the

hlstory<of the nation. All of these things he knows. What I
miss over there is scme sense that they happened during the

incumbency of the rresent President, and the majority of the

ALDERSON REPORTING COMPANY, INC.
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presentfoarfy over thereel This'is rot;1919. You are not

just'qoinq'oo ahout:thcse‘crazy Democrats and their

deficits. We ran up deficirs == my God, there was one a

deficit-as high, I thiok, as ¥$30 millicn, and boy, wculd we

not love to get back to those Democratic deficits?
(General laughter.]' |

Senator Hoynihan. And HengF == it took us from

%»Klexander Hamilton to Blchael Elocmenthal tc get a §1

ln Donald Regan lncumbency, I thlnk, to .gc to 34 trlllior,;,i

hut there ls some reflection,\and I am not asklng, hut there“ E

is come reflectlon that, dld ve. not do eomethlng urcng chn

thls 51de 1n the Budget Commlttee and this Commlttee? 'We

vere:pleadlng ln 198

moner"supply to the 901nt where lt would,choke the econonmy tO"

deathum

_hlstory. Helmnt Schmldt"came over here and said, they are
.the hlghest interest rates since Jesus Christ, which is

vrcrg, hecause a fev klngs cf qpaln used to charge a. somewhat

‘ But ve<d1d thls, and those are the policies that brought

‘it about, not the extravagant 11v1ng of 68- year cld women cn

social securltyp.and the social security, Jack, I want to say
tc. you,. and ue.wili Le careful abcut wcrds like ®"resgponsible"

and'”irresponsible.““because we all do not want to gc away

ALDERSON REPORTING COMPANY, INC.
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them;-surea Are you: talklngvabout 1udex1nq? " Yes, T will

67

from these thlngs in auy less than the frlendshlp that wve
come intoc them with.

He_took=a~10t'of~haro'biows'in that Social Security
Commissicn, and everjbcdy gave'upAthing - Things have teen
qlven up by these peocple, and I offer you the thought that

are you talklng about other programs? I listen to ycu on

,listen to you on. that, sure.‘ But if we are going to have

:lnterest rates gclnq up again becauce cf monetary pcllcy, lt_ ;

_does u_t’make a blt_of dlfference Hhat ve do here, 1f ve- are:””

g01ng tc have a general ecoucmlc rolicy vhlch lcoks "vpon 9. 5 o

percent.uuemploymeut as‘an achlevement. It will not make

'nuch dlfference here._ -

make the flnal and gentle point. that I ask <ome )

the other Slde, is” thls.the worklng out - of" the

ifPresideut s\plan7 That 1f ycu dlsmantle the FSC,. you must

accordluqu dlsmantle the~soc1al cecurlty of the FSC .

prev1ously supported? Has thls the plan, not that ycu are

}part;'f the plan,iyou would not be part of the plan, but is

thls'what‘vasaput.before us’ I say to.you it was.. And I

alsc add\that wlth respect tc social securlty, the trust

. funds are in surplus, and g0 up every month. BAnd the deficit

- goes down accordingly.

But I would like an ansver. Is this rart of tke plan?

The cutting - of the allowvance.

-
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_me* to; sam_

'Senator Dapfotth;

Senator Moynihans:

€e

IS‘what?‘

Is the large rlan at work dismantle

the Federal FSC, dismantle its revenues, and therefcre ycﬁ

will have to dismantle;itS'programs?

Senator_Danforth&

Moynihan.. vThe problem ls, there is not any plan., The

sail by the next electlon. That is the problem. There-ls nea'

'hefcre 1n thls room. ;;;:'

Senatcn Hoynlhan;

[General laughten

sz:wlll.confess to you. '"lfé *A?gl

Senatcr Bradley.'

;.vhy there is a real need for repentance heree.

pcorhouse. It is the-

bank. I just have . to

_my_mea~culpa about the tax cutsr I have dcne lt

Senator'tanforth-,

Senato: Hoynlhan,

:(Generalelaughter.l>

General laughter.]::ff:,,mf“@

Senator Danforth-'

qprohlem is that ve fly*by the seat of our- pants, hoplng to

«;long-te:m view. cf anythlnq.; Ies, we cut taxes.. If you vantx

I will jein ycu.
l

And I 3111 dc 1t agaln.

Br,:Chairman, I understand very well

-Qur vay thrcugh it, really. I enjoy the humcr. ¥e can

- reallr.make light of’it,. He can laugh our way to the

cpposite of laughing your way to the

say this, that, ves, I think in

ALDERSON REPORTING COMPANY, INC.
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retrospect wve overdid it.. Fot that taxes in the aggreoate‘
are now any lover_than they were three years age, Lkecause

they are not. - We made up the tax cuts by the social security

.tax increases, the gascline tax increases, the ratcheting

fact of inflation, ‘but I think that we vwent toco far tack ln

v1981, in retrospect. I thlnknthat_the deficits, although I

am an old tax cutter, I think that the deficits are cf

prlmary lmportance, and everythlng else has to be v1eved as

3 seccndary:to solv1ng the~prcblem cf the deficit,. but’I thlnk

'f;lenty of rcon for hlame to be spread around. T

t‘think 1t‘can'be spread to Democrats and Republicans

But'ls that the questlon7' Is the real’iesue whe is goino

to make the best points 1n order to set. ourselves up for the

‘next electlcn? Because I.sar'tc the Qenator from Neu~York

R

that.is about'all,we have been d01ng in thls Congrerr. He

have been settlnq ourselves up for the next electlcn. He

zihave been so: tlmld about maklng the wrcng mcve and sc cunnlng

about maklng the rlght move- that the effect of it is that we

?fhave built 1n deficits of thlS SLze.

~ .~. LR

belleve~that ve are g01ng to qet cut of this

-

fsituaticn unless there is a true Splrlt of bipartisanship,

and that is: vhy I thlnk 1t is sc impcrtant that Senator Boren
is part of'thls effort, and unless there is give by virtually
everybcdy throughout the countrf. This kind of prorcsal

offers{thate

- ALDERSON REPORTING COMPANY, INC.
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" ' Senator Moynihan: Can I just say, in equal sericusness,-

2 -and a little humor does not hurt much, and you knecw that,

3 Jack, you say there is no plan. I say there las teen a
4 strategy at: work which would inevitably bring akcut  the

§: considerations and concerns which you honestly and

‘Lﬁ leqltidately‘hold. I may be wrong in this, but I held it to

?'half.

,ltaresult, and we can keep at thls, and I am perfectly wllllnq

lffto keep at lt, bnt a Tittle consultatlon, I dean, I am

‘1$1ranking memher‘of the&Subccmmlttee on Soc1a1 Securlty» I
Alﬂfﬁj@;ﬁave nct’heard.anything about thls resclutlon.

7¥l$fff. Senator'Danforth.‘ I'talked to you about lt mcnths ago. .*

':ff146§f‘ Senatorcﬂoynlhan-. Ue have talked generally about 1t,

- .-' }

.'flttTabout entltlements, Eut I mean, what is the intenticn with

:,1&-res;ect to =oc1al secur1ty° -Uhat-vouldethe numbers te? It

,f-1$:Cannot he anﬁabstract propos1tlon.1 It'has'to be a concrete

'”eﬁreached agreement in: soc1al security,

' Zﬁ-vlth concrete, spec1f1c numbers.

2#3- Ihe»Chalrmana: I think this is a matter of some great

23" interest, as has been already expressed, but I want the
24-reccrd.tc.shcu-that this Committee has not done too badly as

25- far as’spending”restraint is concerned. Cver the fcur-year
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period ffom fiecal year'1982ftd fiscal'year 1985; it amounfs
to ahout»$6.2'billicn, and ycu add cne additional year and it
ie $91.2 billion in spending reduction. Trade adjustment
assistance over a four-year pe;iod.reduced £3.1 killion.

Sccial'eecurity reduced $18.5 billicn. Unemployment

: compensatien reduced 315'7 billion¢ AFDC and ch11d eupport
'enforcement, $u 8 bllllon._ Soc1a1 eerv1ces block gtant, $200

.milllon" Tltle 20, $3 1 billicne.. Hedlcare, $15.1 hlllicn.

And‘those flqures,‘of course, grow uhen you add the

'1add1tional yearae The OnlY‘DOLDt I would make -

Senato: Hoynlhan. Hr;;Chalrman,.thattls'what~I referred

,to as the plan.

The Chalrman;.iWe have noc;cemeieced:the §laa,.bu£:the:,-ﬁ
plan Le'tc try to save the»economy, and I thlnk this
dlSCGSSIOn demODStrates that<eV€rYOne is concerned abou t therc
def1c1ts,~and I thlnk the only reason for c1t1nq these .

flgures 1s tc lndlcate that at least we- have tried tc reepcnd

,to some of the conceznse I thlnk we have acted carefully in

most every lnstance, so we have nct 1mpacted upon scme-

vulnerable group, and vhere that has happened, we have trled

to come back and correct any area that we have dcne.

But as.Jack Canferth says, we can all talk aktcut the
deficits, but somebody has to do something, and perhaps this

discussicn will even reach as far as. 1600 Pennsylvania
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'Avenue..eHayhe\somebcdy.there‘uill’hear the comments of

memhe;s;cn both sides who are concerned about the deficits.

In my Qiev, we cannct accomplish anything withcut the
Administration's support, and without the support cf the
Speaker c¢f the Hcuse.. Rhen they are participating, anything
is 50551h1e, whether 1t is a War Povere Resolution cr whether
Lt 1s social secutlt}.--W1thout their part1c1patlcn. I am not"f

certain if anythlng 1s po=51h1e.” But I hope that this

:Coﬁmittee, when ve meet aqaln on thls subject, probably early"

next'ueek.ﬂuill keep 1n mlnd cnz concern abcut the def1c1t,‘

and ve- may get a chance to vote on some of the spending

:estralnt;. Cettalnly we canndc more than $1.6 billicd cver ae

.threevyeat'perlod 1n thls Commlttee, and if we can addre

fthe specif1C’spend1ng testralnts, then the need for an acrccc

the hoard a:proach I thlnk, uould ke much less.

‘ But Ixapprec1ate the dlscussicn. I happen to telieve ycu
cennot gc-back and flx soc1a1 =ecur1ty. We have Juct flxed
it;A Bt least we have told everybody in the Rose Farden we
flxed it. ,Aud I said we flxed 1t.

Senatoe‘uoynlhans Fr. Chalrman, the-monthly'repcrt cf
the- truct fund showezcteady grcwth. Nct Hedicare;. Ee know
tha t.

The Chairmans >There-areeother ways we cculd modify or at

least address the concern, but we have permission ncw tc set

it to a clock. I wculd hope between f2330 and 2:60 we cculd
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get'togetﬁe; staff members who have resronsitkility fer
unemployment compénsation and gb cver that in general, and we
will come back at 2:00 o'clock, and the only thing we are
going tc take up this afterncon fer the convenience and.
comfort of others who may be here for cther areas will te the

federal supplemental benefits and unemployment>compensation, 

_no'taxes, nc leasing, nc votes cn Medicare. So all cf these

who have that in mind cannot show upe.

.lghereupon,,ati12£30 P.h., the Committee was recessed.u£¢‘f

,nééonvenefatf2;303p.m-{of the‘Same»day;T
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'are~develop1ng 1n the procees-

KFTﬁRNOON SESSIGK
The Chairmant Pc we have the Administration?
Mr. De Armenta' Yes, Mr. Chairman.
The Chairman: Let me say at the outset I kncw cther
memlers are coming, and I do think there is some urgency in
getting*this matter reported out of the Committee cnto the -

Senate floor, because I can see a lot of’matters ‘that Senator

Baker feels must be addressed,befcre the end . of th:Lc month,'_*'

f'that some may not make 1t because of other compllcatlons that‘e

Hhat I have lnstructed the meeting Hlth Secretary Donovan

and Hr- Stockman two or three or'four days ago, since the :

hear1ug last Friday, tc sit down and try to flnd scte

ireasonahle proposal that would bury the Admlnlstratlon s

and we have attempted tc ccme up with a prcgram

“that would, and ue have outllned and will be outlined

momeutarllz the current law cf the Adminlstratlon prcposal
and.the suggested comprcmiseyﬂand.it seems to me that lt‘is_a
falr compromlse.> I must-eohfess it has not been fully
explained tc any Senatcr) 1nclud1ng the Chalrman, and I think
staff has probably had tlme to dlscuss it, and T am certaln
that‘some wvill flnd fault with 1t.- It is a very ccmplicated
and very:necessary‘program.

So, I wvonder --awe car start the discussion as cther

Senators come in. We may have to .back up, tut I thirk that
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. for the sake-of'the record;Ase -= whe is going tec sort of
l \

outline the proposal? Sldney, do you want tc dc that?
Hr.iclson; Senator, I Lelieve they are rassing cut the

packages right now that describe the compromise prcrcsal.

Briefly, under current law, the fSC program is schedcrled tc

expire on September 30th, 1983, and has been in effect since

_Septemher 3rd, 1982,«vhenb;t?wa3'eaacted as gart'cfAiﬁFRA-

There are~cnrrently’four tiers of basic benefits provided'

under the FSC program avallahle to unemployed workers in the

-

3{states after they have exhausted thelr regular beneflts and

*jany extended'beneflts that may ‘be available.

. Pourteen veeks cf heneflts are prcvided in the states

. vlth 1nsured unemployment rates of at least 6 percent, 12
lueeks 1n states Hlth IUB s cft at lea<t S ur tc 6. ter weekcA
::ln states vith an IUR of at least a percent: but less thanm S._:‘

aand elght veeks 1n all other statese

- Addltlonal benefltc are available to people whc exhausted

.

earller FSC‘beneflts and tranSLtlonal benefits were availatle.

htOﬂpeople;recelv1ng benethS'under‘the 0ld program when the

f'new program vas enacted at the end ¢cf ¥arch. Phacsectt

heneflts are avallahle lf the proqram is not extended to
peorle currently receiving FSC at one-half of their csual
duration- Therefore, no one's benefits will end instantly on
Octcber: 1st if the prograa is not extended.

The cost of the current rrcgram is estimated at $5.6
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billion, and benefits have gone to about five million
peorle. The prorosed extension, which is descrited in the
package that Mike handed out, I believe, is fcor an 18-month

extensicn, which means the rrogram would expire March 31st, -

.. 198¢€. Tnere would be four tiers of benefits availaltle in the
: statesQ‘_Tuelve weeks of benefits would be aﬁailable in

states Hlth lnsured unemployment rates equal to . cr greater

than 5 percent, ten weeks of beneflts in states with IUR's

greater than or equal to a percent but less than £;. eloht

ueeks cfﬁhenefits 1n those ctates whlch have IUB s equal tc
or greater than 3 percent but less than u-“and 51x-ueeks cf
The current program is modlfled so that addltlcnal
reachback henefits are not avallablet There Ulll be no
phaceout.heneflts at*the end of the: prcgram. There 3111 be

no restrlctions on the extent to whlch beneflt durations

cculd te reduced.or lncreased in the state as.the IUE moves

'up and down except that a state s duratlon could nct be

‘adjusted nore often than cnce every three monthse.

;We~add1tlonally have»tvc;provlslcnc tc deal with states
rhat nAQe experlenced unusually hlgh unemployment for a 1long
per10d~o£'t1me- F1r<t,.the~max1mum weeks of benefits or 12
veeks_uould be.pafable regardless of current insured

unemployment rates in a state. If that state is likely to

have an unusually high number cf exhaustees because cf the
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loﬁg‘high“unemploymert. this would be measered by taking'en
averagefcf the»IUR fcr a,12-mcnth~pericd beginning January
Tst, 1982, fcr the most recent guarter. TIf that average IUR
is equal to 6 percent cr exceeds 6 percent, then that state

is eIigible for the highest level of benefits or 12 weeks.

Also, any state which is currently rece1v1ng 14 weeks of.
Mbenefltc under the precent lau and qualifies for 14 weeks cf_
vbeneflts at the end of the current proqram, Septemher 30th.,

e conld contlnue to recelve 1u veeks cf kenefits as lcng as

they meet the*crlterla ln current law.
The Chalrman. Whlch states are we~ta1king about?
Br.. Clson: The only state that currently quallfles would

be- Eest Virginla.-Ihey are at_ 14 weeks, and are exrpected tc

jbe at 1& Heeks at the end of the rrogram ptesently. The
Department of'Labor’has estlmated the ccst of‘thls Frogran to

Atotal 83.75 hllllon cver the 18-mcnth perlcd, with §2.58

bllllon belng spent 1n flscal year 1984,

The Chairman. Now, in additiocn to the brief cutline we

have had of the compromlse, the Admlnlstratlon prcgecsal.

?Tcurrent 1&9, we»have also on. the agenda an amendment on

dlsahlllty lnsurancekand foster care. Are you going to cover
those,. qidney? |

'Br. Clson: I could skip to foster care while Carolyn is
coming forvardevahere is a prcvisicn in the foster care law

which would expire at the end of Septemdler unless

ALDERSON REPORTING COMPANY, INC.-
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<:> Tt reauéporized; That is;a prcvisien.that allows for the.
| 2 voluntary placement of children in fcster’care-vithout a
= 3. judicialsdeterminatign for a six-month pericd. ¥e propose tc
4 extend that voluntarf crlacement provision until~September
§ 30th, 1984, and the cost of that is negligible.
8: " ¥We are awailting a complete report from the Secretary of
\¥“.”A.¥tﬁﬂﬂs on. the use of thls ;rov1=10n-{U'_‘u N e E
8 ~The Chalrman..'Then~the dlsabllity'insurance -- let nme
9 Just say for the record I know other cenators want tc be
‘1¢ heard on. some of these areas,;and we‘are Just trylng to
11 establlsh a. record, but I have dlccussed the dlsabllltY
12.1nsurance extenSLOn wlth -=- or through staff vlth Senator
1& Iohg; and I’know Congtessman Plckle has a.very extenslve
b'.14 pro;osal, Has that’pa <ed thezHoqseQ' It‘has;not.passedfyhefﬂi

.15 fulI Commlttee yet, has lt?

e Hr\ 01sen.[‘x¢gf*;"”
17 - H '.Stetnz Itfwasreéfed‘onAby-the Subcommittee, but not

.18‘hy the Rays and Heans Commlttee yetw.

19 - ¥r De Arment. Thex have only had one markup session-on
20? that. ’
21 The Chalrman., And there was some thought, at least,.

22 Congressman Plckle expressed an interest in whether se cculd
23: do that by the end 6f the month. Obviously, we cannct do
f\) 24. that by the end of the month. There are a number cf Senatcrs

25 ﬁho would prefer that we act on that in the next 45 days, and
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vould want a. 45-day extensicn. I can only say tc thcse
Senators, and also having a personal interest in thisc area,
we are not going to wait six months to address the problenm,
but it wculd seem tc me tc te.the wicse chcice‘tc adcp£ this
six-month extension, and-ue uill'go to work cn it as quickly
as we can, and we will have an opporfunity toc hear Senatcr
Heinz, Senator Cohen, Senatcr Levin, Senatcr Riegle, Senator
Hetzenbauﬁ, myself, and I know I have omitted some who have a
direct interest in this legislaticn.

Carolyn, if you could sort of tell us vhat we dc in the
six—month extension, and wﬁy ﬁhat is about the best_choice_af
this time. |

Ms. HWeaver:s What this amendment would do, it would alloy
individvals who are terminated from the DI tenefit rclls, who
ére'terminatéd any time within the six-month period after
Cctcber 1, and'prigr'tC'Aéril 1,. 1984, to ccntinue tc be ahlé
to elecf to receive continued DI benefits and Medicare
ccverage rending their appeal. tc an Administrative law Judge;

Under present law, that authority would terminate on
Octcber. 1, and this would protect beneficiaries terminated
uithin‘fhe fcllowing six menths.

The Chairman: And this would not affect any of the
administrative changes made cr any cther changes Ccngress
made in the past few months?

Ms. Weaver: That is correct.

ALDERSON REPORTING COMPANY, INC.
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The Chairman: Sc wvhat we then do is, we -- well, we do
nct have tc wait, but we see what happens on the Hcuse side,
and act accordingly on the Senate side.

Does anybody have any question on either the fcster care
extensicn-of authority to fund voluntary rlacements for cne
Year, which is degligiblé ccst, or on . the six-month extension

of continued'payments during argpeal, which I think is

‘important that we do? You indicated that if wve dc nct do it, -

-it'expiresnthe 30th cf September,. right?

Ms. Heavera'Lies,,SOjthat:people-yho become. termina ted
fror the benefit rcles cn Gctoker 1 or later would then have
to pursue an appea1 uithdut-continued tenefits.

: \

. The Chairmans.- And what is the cost of the extension?

’ 5s.fﬁeavér:.It’bas fiscal year 1984 cbst,of‘$50 millicﬁ,

‘and theicbst'fiscal7year'198u»tc 1988, the five-year cost cf

‘$11Q million..

- The Chairman: There ﬁduld still be scme coste..
. Hs. wéaverg Right.
Senatcr"Hcynihah:: Mr. Chairman, may I simély say that 1
thihk'théééaéte'goodzthing§5to do?
The»Chairman& I know Senater Long endorses -- is that
right, Mike -—~end¢rsesvthe six-menth extension?
¥r. Stern: I discus§ed it with ﬁim this morning. And he
said that seemed reasonable to him.

The Chairmans Senator Heinz, I think, wants a shorter

{
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extensicn, and we vi;l yait to hear from him. Senatcr Pryor
is here, and he has an amendment to the unemployment
portion.
| Senatcranoynibanz. And I have one.

The Chairmans Well, ve will;hear from you. "0Oh, wait a
- minute. Excuse me just a.second.

fajnét;wanted tbe record” to note that we have heard frem.
Seuator Boynihan on the-extensicn, that there is a Eill
{rpendlng whlch Senato: Hoynlhan and Senator Boren and Senatcr
éfEradler and Senator Hltchell Senator ¥atsunaga,. and Senatcr-
Sascet have cponeored whlch hould provide a three-mcnth‘

Erexten51cn. Thls would prov1de a six-month extension. ‘If ve

& can flnlch cur . ucrk Hlthln three wonths, cbv1ously,*be will

QD

4. try to do,that, and the flve-year cost of the Plckle bill,

:.thch ha< not yet been flnally -—-well, it has not Lteen

r,s[

;iagreed upon even at the Subcommlttee level -- is aktcut fu
i;blllion.‘f”-
SQ;LQe have been dc1ng a lot cf things the past year and
;‘aahaif at,thefinstanCe~of a number of Senators. We hope that
?:the sxx-mcnth exten51on dce= net. 1nd1cate we are backlng away
‘:frea our commltment. |

Senatoz*Hbynlhan?

Senatqtaﬂbyhihah:. Mr. Chairman, T would like. tc prcrose
an amendment,. but I-do not wvant to sort of dump it con the

Committee without a chance fcr everyone to look at it, but it

ALDERSON REPORTING COMPANY, INC.
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goes tc the question of how do .we measure unemployment, and
the question is, what is the data base for the states. In
1970, vhen ve first adopted extended benefits, we used as the
basis by which they sculd trigger in at different levels the
insured unemployment rate. That had the advantage of being a

very concrete number. You cculd state with rprecisicn what

. that numkter vas, because it-vas an administrative matter.

And also, it was e fact then that unemployment overall,

n“unenplcyment rates by ctate were not. universally avallable,
_or lt vas StlIl be1ng~develcped, Sample= were not as good acff:

.they needed to be, and so forth.

If I can juct say ac an cld ‘Assistant Secretary cf Laber

nomlnally ln charge of the Bureau of labor Statistics, it is

'wcrth recalllng that we ultlmately publlshed, I think, the

flrst unemployment rate publlshed as an official numher vas -

1940., He used to collect the unemployment rate during the

Census;‘and ve~uent ‘through the whole of the 1930

Depression:never_knoving what tne-unemployment rate was, but
nov we haveegot‘betten end Eetter at this, and we krcw what
the;rates are for'the 1nd1v1dual states, and whlle the ch01ce
betﬁeen the 1n=ured tate and the real rate in many recessions
vould not have eldifferent impact on different states.

Inlthe present one, it does, for the simple reascn that
there are any number cf states where unemployment has been cf

such duration that persons have been -— have received

ALDERSON REPORTING COMPANY, INC.
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{:) " benefits, and then. have exhausted their benefits, and
? remained unemployed, but they are not recorded in the insured
3 unemployment rate; They arie not rart of that numkter. And
4 the result is, we are using a faulty data base, and shich
5 does some real injustice in areas where things are so bad
6 that pecple have drorped cut at the cther end of the tern,
flapdzue act;as if;they are‘netngnemployed uhen-in-fact they-
8: ase'severely’unemploYed.--
¢4$ - And bhat I vculd llke tc prcpcse tc do, which is what theA
.fm‘House has done, is tofmake a state ellglble by con51der1nq
11 hcth rates, saylng that the spec1f1c thing is that we will
12 keep.to:our.ldea of.1u,.12,Aand 8 and state that a state
'13. would te: ellglble 1f its: lnsured rate was 6 petcent for the»
éE; - ,. 1¢.1a heeks, or above 6 plus, cr. 1f its tctal rate was 10
| '1&:perceut‘plus,:and'thenﬁ§m9¢ 9p;and*then it would go down thatx
i&}uay;fahdtten‘ieeksekcdld:beuﬁ A fc u'Q'forlthe insured and 8
17 to 8.9 for. the total, and then eight weeks for all of the
18’ temalnlng states.
1wf I thlnk thls would,be gocd leglslatlon, ¥r. Chairman. It
Azmrvould resolve the questlon of vwhether there was unequal

2f~tteatment, in uhlch, 1n;a.s1tuat10n vhere we would ke

R

achieving almost the orpposite of our intention, which is tc
| 23° say in states with the most rrolonged unemrplcyment we wculd
{;) 24 be reporting them as having less unemplcyment than states

25. vhich in fact were not as seriously affected, and I would

ALDERSON REPORTING COMPANY, INC.
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1 just like to offer that for consideration of the Ccommittee,.

2 and see what our staff thinks..

3

4

13:
14.
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é:program that uould acccmpllch what these llke Senatcr

 Hcyn1han seek to aCCOmpllSh without getting into some of the

1

gs
° \

|

|

The Chéirmanz. Let me call on somecne frcm the

- Administration. But first let me suggest that I discussed =--

this is the TUR? .

Senator Hoynihan:' Yes, Mr. Chairman.

The'Chairmana And I am not so certain that that may be
the perfect ansver, either. So what we asked .and what was

suggested by the Labor Department, Secretary Doncvan =-— may?efj

- there.is some way they can blend, come up with some blended - °

uncentalntles._

-Soamaybe~Hre Van Erdehver'ehoever-is'here frem‘rebof'
mlght dlscuss generally where you ‘think the veaknesses in the
TUR,prcgram are. and. vhat yon did to try tc accommodate scme:u‘
of the’ccncerns.' | | | :

~Senatort!oynxhaheha$.fo‘leave for about 15 minutes. | See?"
;hjﬂdo;se;hctzjust:wait~§ntii ke comes tack and then we can
dlscuss it more fully. I:know Senator Ptyor has an amendmentv

that I thlnk may be acceptable, so maylke we ought tc addtess

N

that.. e:~

. Senefof ﬁeinze Hrs.Chaitﬁan;.is-the parliameﬂtary
situaticn that.yeuhheve offered your amendment? Has Senatcr
Moyniham advanced his proposal?

The-Chairman: Yes, but he needs tc be gcne fcr about 20

minutes, sSo we are going to set it aside.
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Senatcr Heinz: Was ycurs costed cut yet?

Senator Moynihan: No.

Hs. Clson: Senator, did you procose the House Fublic

Assistance Subcommittee bill?

Senator Moynihan: I believe.that is the scale here,
YE€Se. .
uHs..Glson:; He de have the cost of that bill.
Senatcr Heinzs .Eell, Hr- Chalrman, I would 1like to te
heard on th;s;xssuemm_f |

-f'ThenChairﬁana- Pat has tc~be gone for about 15 mlnutes,

'maybe, sxnce 1t is the same’ area. He has to hrlef cenator

Baker cn somethlng and be back at ahcut ten after 3:;€0. Sc

if we: can resolve'--'ve are qoxng to have to have a vote on

fhat in any event;.I a sume, and °enatcr Prycr hae an
1amendment ve can accept, and then, with Senator Belnz here,
ve can gc: back and dlscuss the disahlllty insurance and seev”’

_lf ve can- vcrk that cut.

Senato:;Pryor:a Also, Br.,Chalrman, I would like to have

ﬁathe rlght to: 301n wlth Senatcr Heinz.. I think I kncw-what

ifhls request is.,. 1f we conld approach thls,'I think,. this

aencoutrcvecslal amendment, BEr. Chairman..

Oﬁ'ﬁﬁgustVZch the General Accounting Cffice comrleted a
repcrt and submiited it to me, and I have made it availatlkle
in the last several days, reiative to the number cf federal

employees and military employees who are retired who are
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draeing;hctn pensicns? their rensions and unemplcymert
benefits.. ' | |

The general law reads that pensions must be deducted from
the unemployment‘benefitsa We have found in cases in the

Dlstrlct ‘of Columbia. that there ls a gross abuse cf thlS

" whole: situatlon. The reason ve targeted the Dlstrlct of

'Cblumbxa 1s because of the accec51b111ty of the GAC to the

5 lmmedlate area. The staff wWas avallable to do thls study cf

,‘a}pllot naturea.~; :;Agﬂ-f~g:;Ti'

Rnd ln addltlon to thls, L have found somewhere betveen'

.30 and 50 prlsoners in the E C. jailc who are drawlng

unemployment beneflts.»

7.

Hy amendment very 51mn1y - and I offer thls amendment im

‘behalf cf Senatcr Bcle and ryself.' Thls‘amendment 51mp1y

>

reads '—“lt 1s onIy tvo llnes. _“The Qecretary of Labor and

the Dlrector of the Cffice of Perconnel Hanagement arnd the
Attorney General are dlrected to enter into arrangements te-
make avallahle to the states ccmputer data regardlng current

and retlred federal employees and prlsoners so- that sta tes

'may rev1ew the ellglhllity of these 1nd1v1duals and take

action where approprlatea The Secretary is tc submit a
repcrt to the~CongreSS'by December 31, 1983." "The Secretary
of labcr,” that shculd be.

We- can clean up this amendment a little bit. I think

there are some wordage rprcblems. But I think cut in the

ALDERSON REPORTING COMPANY, INC.
440 FIRST ST., N.W., WASHINGTON, D.C. 20001 (202) 828-8300



. | o:

11

- 120

13:

- 14

18

25°

And so Lf;yaus

**ahout.Agﬂggﬁ*&l;~"

88

countryﬂthat,ue-vili'see the same abuses existing, ard this

amendment simsly-iS“to atrempt to correct that and to have~a-

repcrt. made available tc the Ccngress bty December the 31st.
TheVChairman; Does anybody wgnt-to be heard frcm the

Admini stration on that?

Hs.aGoldingz Yes, I uodld like to say that the Cffice of .

APerconnel Hanagement and the Secretary cf Labcr dc have
vorklng agreements to accompllsh the kinds of cross-matches

,that ycu have descrlbed fcr federal retlrees and federal

N . ’

~employees, and the cross-matches that have gohe on in other

parts of the country detected benef1c1ar1es and collected

-overpayment¢>1n thcse CaseSe

HeLther the Secretary ‘nor the Dlrector of OP¥ would have:

1the klnd of infcrmatlon that ycn are seeklng cn przccner

u1sh tc include ;eOple who are 1ncarcerated in

such a cross-match I mean, you have'got the wrong partiese.

'I thlnk .cur: general feellng is. that we have adequate
;-authotlty between what states can do and what Wwe can do to

'<acccmp11=h the klnd cf cross-matches that you are talklng

C e

Nou, ve: vould certalnly be happy to report back to ycu on

.what state experience has been in that area.

Senator Pryors:. Well, how do we reach the issue cf
prisoners drawing unemplcyment benefits, if you wculd give me

a-Iittle lecture here? I am not guite sure how we dc ite

ALDERSON REPORTING COMPANY, INC.
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. Hs.,Goldiqg: ' Fell, I'ém nct sure. I think that can ke
reachea.~ But if you are talking about prisoners in state
prisons, that is not informaticn that is available at the
federal level.. That would have to be accomplished using
state data cross-matched with state daté_on who is receiving

the OI benefits.‘ That is within the authority of the states:

:to do now.

' I thlnk there  is an. 1ssue, and I am not sure ‘hecw thigs

i.vould be dealt Hlthm prlsoners on work-release programs vwho

are actnally - could Concelvably be accruing some tenef1t<.*ff

-Sénato: Pryor. Rell, 1f the gErisoner 1s on a

Evcrk-:elease program: 1t is assumed he- has a Jjcbe.

Bsw Goldlng- But he«may’have been covered.

Senator Pryer. Alsc, we dld in thls -— we have’ added the ' 

'Attorney General hecause we thouqht that would reach or- have
.?a btoader sccpe 1ntc the federal prlccner ccncept. And the‘f

;Justlce Depa:tment has already 1nd1cated they are willing to

prosecute.some»of.these»cases,. I am not saylng -— the

_prlsoners or some- of the retirees who are drawlng rensicns

i;p1u5‘unemployment¢v1thout deductlng their pensione

But,,Hr; Chalrman, I would submit this amendment at this

Htlmer and'hopefully ve could see a report December the 31st,

by that time, on the progress that we are making..

If you have a system now, I must say, in all resrect, it

> is not wcrkinge
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The Chairman: Why do:ue notﬂqoﬁahead, and if,yct see
some -- if  you. have someAsuggeéfed changes.iﬂ the language cf
the amendment, I am certain that Senatcr Prycr would have nc
objection if we need to change it. But I think if ycu have

the authecrity, that is fine.i Ihls vculd 1ndicate the intent

,of the Commlttee and the Congre 5 to exerc1<e it and give us:

some lnfcrmatlon, uhlch you could probably do withopt tﬁe
amendment.- - | |
But if you can. flqufe out seme way we-can reach the .
pilconer - tco, that wcnld be helpful. | |
. The dlsablllty 1nsurance proposals,Avhether or nct we.
have a three-month extensxcn or a 51x-month exten51cn;; And_l

Senator Iong and I hcped He could have a 51x-month K

extenSLOn.ﬁ He Stlll do not have anythlng~on the Houce 51de-”

He have a su bllllon estimate on~the Plckle blll.

Ve have been worklng wlth thls matter pe:sonally for‘the7

-lact year‘and a halfm; Ue have made a number of changes, and—

It'Just.seems:to me~tbattas scon‘as we can ve are going to

take a lcok at the system, vhether or not it should te

'changed,'uhether lt =hould he modlfled. It-wlll'depend upens

uhat thls Commlttee determlnes. But I would hope there is nc

-objecticn tc the sxx-mcnth exten51on.

Senator Heinzs: Mr. Chairman, I have got to exrress some
very strong reservations abcut thate I think otvicusly we dc

want to extend the payments through the Administrative Law
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'Juﬁqe‘apﬁeala' But the issue of the amount of time concerns

BEe.- : -

We have been delaying the confrontation of this issue as

a. Ccngress fcr cver a year, and in the prccess we have seen

some utterly stupid things happen, such as the

fmentally lmpalred. people whc uere mentally dlsahled,Anct tcfi“

aentlon thoservho were~vrong1ywadjudged tQ te physically

Row,,I'frankly am rather‘concerned that, notwlthctandlnq‘

the fact that the House blll.may prove to ‘have a hlgh pclce .
_tag, that by agzeelng to a 51x-month exten51on here he are

_agreelng to a six month delay ‘on reformlng the overall

ifthe entlre 1ssue is tc my mlnd no:longet‘anaattractivé~dr*
‘1terr1b1y respon51ble optlon.. |

- It~is falr to say that the Administration has dragged its
feet'on ctralghtening cut~the prchlemc they created, with
great.lajury to a—lot of 1nnocent dlsabled Americans. And
Yfrankly, I am 51ck and tlred of thlS kind of

procrastlnatlon. I mean, vhen.a Congressional Kedal of Honcr

winner Hho is phy51cally dlsabled is stricken from the reclls,

> in . <p1te of the- fact that He still has a lot cf shrarnel in

-his chest éavity, it is just to me time to get down to the
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'fﬁprogram. I de ‘not say ue’have to take the Hcuse bill,. but

?ndelay in £0tc1ng the~House and Sénate~together to face upfto.;"
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basic issue..

Row, we can patch up tne.program all vwe want fcr those
people vho are coming under CDI by~continulng Rdministrative
LawAJudge payments here. But I have to tell ycu, I think
that if we agree to a six-month extension it is nct
responsikle and I am going tc crpcse it very strongly.

The Chairmans Well, ve will vote on it.

Senator Erycrs. FrJ Chairnan, could I say a word on

-that?

The Chalrman. The problem is we have. got a 5111

A,1ntroduced by Six memhers on thls side of the aisle fot a

'three-month exten51on, which is December. We are nct going

tOWhe here=iniDecember;
._$enato:4ﬁeinzi ~Want to bet?

Tnejéhdirman; fes,,I'am willing.to beﬁy

And we Ulll be lucky to complete it in January, Februarys
Harch of next year.

Now;vhad‘we not been responsive to the problem in this
COmmittee~and,hadrthe‘Chairman not,been'responsive. I wculd
not mlnd llstenlng to the speeches from the Senatcr from
Pennsylvania. But ve have as much interest in this rroklem
as he has,,aS'do.other Senators. End it just seems to me tc
be realistic that we ought to give us a chance for the
Committee to do its work.

I do not have any -~ it is not the Administration- I
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know-wvhat the Administration’s_position is. But I dc know
that it is an area that is not easy to deal with. And as a
memter  of a group of Senators who have been meeting cn this
for the rast year end‘a half, I dc nct need to be lectured tc
by the Senator from Pennsylvaniae.

Senatcr Heinzs: Well, I would say to‘my'friend from

:Kansas,eIram not lecturing him. I am lecturing the
Congress. I did not mention his name. I do not intend to,

’vbecause-he~has;heen very'helpful. Every time I made a

comment, it vas: vlth respect to- the Congress.

Ne are, hovever, a’ part of that _EFrocess.. He are a rart
of the Congress- And-vhetherjor'not the Senator from
Pennsylvanla or the: cenatcr frcm Kansac cr anybcdy €lse has

The Chalrmans It is not a delay. That is the pecint I am‘e

,maklng. .If've-can do 1t before the 51x months explres,

obv1ously Ve wlll dec. 1t. But there are some very strong
feelings,on the other,sidep ieclu&ing my colleague Senatocr
Long, vho wvant to be heard con thls 1ssue before we say, well,
we - are: 901ngAtc Fass’ thls»hlllucr that kill..

And I amrjust trfing te.establish some reasonable
extensicn'that will permit us to work it out. If we cannot
wvork it out,-I assume we will be extending it again. But as
soon as we have enocugh people here we will vote on it.

Senater Pryocr: Hr. Cheirman,
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#gI want to salute you. '.f> "_;} S . .

Su.

The Chairmans: Senator Pryor.

‘Senator Pryor: Nr. Chairman, I aoAnot in any way want tc'
ke interrreted as lecturing you or any of my colleagues. PRut
I think I would be remiss if I did not at.this pcint surrort
the concept  that Senator Heinz ﬁés espoused. I do support a:
shorterztime<pericd- .
I’thlnk lf Ve delay to  the 51x-month period,. I-think‘whaﬁra

ve are d01ng is ba51ca11y ccnflrmlng or condoning what 1<

f;g01n¢ on hy lntent poselbly helng read into what He are

,d01ng, the lntent that ve are postponlng another half a year

hefcre ve really CCHE to grips Hlth the complex1tle< of the

disabilitr system;.‘nnd I wculd once aqainr-with all due

Arespect:tO‘you,aur.vchairman3—-9you have been very, very

actlve 1n many of these deal< and many of these reforms, and

But at the same tlme, I want to =ay that I feel a

~51x-month delay is too 1ong.

The Chairman. Well, again, it is a matter of judgment.

I thlnk Senator Long'uould want to be heard on this And

~jaga1n, I knouhvhat I thlnk ne*can do and uhen we can do it.

He have got Senator Helnz, I guese wants a uS-day
extensxcnm There is nc vay:ve are going to get arcund to
this in 45 days,,vhatever the Bcuse may dc, that I . can see,
with recenciliation and an Octorer recess of seven or eight

days, that the Committee can make it..
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BUt*thefConmiftee-can make any decision it wants. Byt I

.would like to reserve on that until Senator Long is here.

Are there other-emendments? Hhat about, does anybody
object to the foster care extension of authority to fund
voluntary placements for one year? W¥e have enough members

here to act.om amendments.4 If not, do you. want to tcuch on -

'tnet agelu' Clndy, because some of. the members[wefe rot

. Reree.

"$H Clson._ Yes- That 1s an. exten31on of the current  ‘

,tempora:y pnov151on to fund through the matchlng systenm

»vcluntary placements for chlldren 1n foster care where thete

has not been a- Jud1c1a1 deternlnatlcu that the child should

f-bezremoved:fromzthe-home“’ He ulll extend that funding for

.;the voluntarx placements~for*one year: vhlle ve await an HHS R

'.}. .

5study of the numher’of chlldren Uho are belng placed under

the ptov151on-ifiﬂfﬁ**"’
'The Chairman.J Is thece any chjectlon to that amendment’
[Ho response 1 | |
‘: The Chalrman: If not, we will. agree: to that amendment,.

and we wlll.agree to the amendment of Senator Pryor, subject

tc maybe some—reVLSlon in the language. And if it i all

r;ght, He’Ulll.Halt untll Senator Long arrives.

Maybe, Senator Heinz, ycu might discuss -- you have a TUFR

amendment?

Senator Heinz: Well, Mr. Chairman, ves, I do, and I do
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intend to offer ' it, ﬁecause I déhnot think the reliance cn.*
the IUR is an acceptable measure of measuring the difficulty
of finding a joeb. I think that is the central philcsephical
issve here.

It is significant to me that over in the House the

Repnblieans prorose using. the TOR. I dc not think there is

;aqxthipe‘an—ﬁebublicah.aboht suggesting the TUR, even though' '

I'guess;the Administtation'wculd,rather-stickvwith thke IGE...

I guess,I'do not have tc remlnd my colleagues how people

R

hecause of the drop 1n the I0R.. Itvls obvxously a very :eo:
measure‘uhen you'have a~recesslon that has gone as long as

th1c one has, and 1n states like mine and. cther ncrthern

;ndustrlal states that have gotten into this recessicn

earller'and are comlng out of 1t slover the IUR is a
partlculat‘unsatlsfactory measure.

375mdiuhlle'pechaps one'mlght concede, without conceding”
very mucﬁ, frankly, the TUR is. not wcrking either, it is a

much better‘measure of the dlfflculty of finding a jcb than a

=rate, the IUR where people are- automatlcally dropped after

they have been counted for 6 months, come hell or high water

‘in thelr case.

I“have a.specific'prcpcsal, but I guess I wculd like tc
wait to present it until some of the other members of the

Ccmeittee. I have the same preblem you do, Hr. Chairman. I
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.progosal?

'igthat ve: arexauare of the TUB progosal. We knew about the

QtHouse action.ﬁ I'asked Hr. Stockman and the Secretary,

S7
do»not want;to get into an issue and then go over it againe 1
bThe“Chairman:A Hell, maybe we could have -—-
Senator Heinzs Could I ask, ¥r. Chairman, could we haye
a little clearer explanation from the staff cf the vay the
trigger. would work here?
4 _3r. Van Erden:i This is on the Finance Committee

N TEPT T

r‘.The'Chairmanav I‘might.say to Senator Heinz and cthers

L

_Secretary Donovan, to see 1f they could take a. lcok at each

approach and see what they might te able to do. So there'has 2

,heen some chanqe and it has not yet keen explalned tc me. 'Scf

meaybe thls wouId be a good tlme to go over Hhat You have done

-proper concerns that Senators have, and st111 not dump the

IUR in the process.

Hr*fVam Erden& !es;'sirw. Ihe»proposal before ycu,

-Senator*Heluz, 1s a four-tlered program. He would prov1de

fffor‘12 Beeks of heneflts Uhen the lnsured unemplcyrert rate .

vas about 5 percent ln'the state, 10 veeks vhen'lt vas

between u and S percent, 8 weeks when it was between 3 and 4,

and.6 Heeks if the IUR was Lbelow 3. |
for those states that have had high unemployment over a

long period of time and those reople thatlwould have
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_you do is: youvlook at'Tsimonths of IUB 'S prevlously.

58

gxhausted_£heif'ﬁenéfits,_haﬁe—noAlonger been counted in the
IUB, there is a provisicn that would allow the IUE tc be
comruted over an 18-month period.. This IUR, if it exceeded
six percent, would automatically trigger the staﬁes that met
that criteria tO'the~maximum durétion. |

So it meets some of the obJectlons, I think, that you

_901nted cut earller, that the exhaustees are no lcnger

countedm

“?Senator~Heinzu So it ls a” very 51mple calculatlcn.

3 Hrq.Van Erdena. Yes, sxr,' V
Senator‘Helnz:n And average that out statlstlcally, take.

the mean.,- the arlthmetlc meanu And-lf:ycu~are=ahcve six

!r- Van Erden.V:YOU'qet the maximum duratlon.

fﬁSenator Helnz.gfﬂhlch 1< 12.”
Hr- Van Erdena. In thlS case, Yes sir,'
Senator'Heinz:. Can anyhody get more than 12 weeks?

er; Van Erden. The:e is a- <pec1al provision that Clndy

explalned earller, that*a state that 1s nov on 14 weeks

duratlon could recelve 1& veeks duratlon under the new

program»
Senater Heinze I~ém~a'little ccnfused. Fhy is there
that special statutory exception? Why should not the state

that has got 12 percent unemplcyment, which is fcr all
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.Y _intents. and purposes just as bad as 14 percent, why should it .

2. not just continue on?

3. Ms. Clsons Senator, to reduce the cost of the program we
4. Ibverea the top tier, which ié ncw-. 14, to 12 weeks..
23 Senator Heiaz: But you =till have another tier.. You
f&-haye>got:a31u-ﬁeek tier..

':irL;i;;HaaeblseaSI.We do, but there is onlonne state.
8  ;Senator Heinzs Why is that not pointed out here?
tiﬂ '?HrurVan Erden.ﬁ It 1$r,cn‘the last 901nt.

AThe 1a<t~501nt, under "Cther Podlflcatlcns.
=if.-y- Senatcr Hean@ All thht. _I amaglad'you pointed out_
:;1z’what‘that meant. Thank you.f-

13?f7; Senator'Eradleya Hay I ask a questlon about this, if I

“Under;the Kdmlnlst:atlon pcoposal that extends lt-’

months: how maay*states now- quallfy’

€:j6§lf; Bs 1C150n. The Admlnlstratlon proposal has benef1t= fcrA:
1 every state.' R R .

::i&: -;.Senator Eradley: Foraevery“state?

Bspeclson. Yes, 51r~ S

{{-;Senator Btadley.. What 1f we reached back, 1nstead of 18
iéﬁ ﬁéﬁ@hs, 4& moa;hs° Hou uould that affect it?
’éiA ;;?H. Van Erden- -The reach-back is not an 18 -month
‘23 reachback-= It is a- proposal to have FSC continue fcr the

24. next 18 monthse.

25’ 'Senatcr_Bradley: ¥ell, what about -- hecw far dc you lcok
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(:) o f back at.an IUR averaging?
Z Hr. Van Erden:. In the IUR averaging for the proposal
_ . ' 3 that the I-'inance'Co'mmittee is looking at now, n.o't-th.e

4 Administration's»proposal,-we would look at a period Jenuery'
§ of 1982 through June of 1983.. That‘ic an. 18-month fericde.

8 And vhat lt really would be is the 18 months for which we_
- o

f;iihave the most recent quarterly data avallable.

'831 i Senator Bradleye_ That.determlnes what the IUE is as tc_e"f

-%fwivhether they quallfy?

® Br; Van'Erden.‘ For.the 51x percent prov151on, yes. éir ‘
RS E N Senatcr Bradley. So: my que<t10n, then, is uhatjlf you
lizlreached back 24 months 1nstead of 18 months? How manj more

"f,zjéé'states chld quallfy°"

: HEV:Van%Ezdenu VHe looked at it brlefly thls mornlng,

éﬁiﬁ_SIr, end I’dc not belleve ve chld add any states if ve’ vent‘
R ;ﬁfiésfackH51xwmore‘monthsr-'j " | '-
'i1f{;17 Senator Eradley. Hhat'ahout‘a‘year? Not that that iS'éin
;5&%'90551b111tx.\" | PR ' ' -

;"JQ?"' Hr. Van Erden.) Aqaln, looklng at all of your calendar

year 1981, ve do not bellevewwe would add any additicnal.
-ht:states.

22 . TherChairman: Ceuld I ask, because I do not understand

B

this*fully, compared to what has teen recommended ty some and

by Senatcr Heinz, and I think maybe by Senatcr ¥oynihan, and

(::
®

25 vhat current.lawv 1is, what ycu have done, is that sort of a
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(:) K1: midécecnecticn?. I mean, is it someuhere between what they
2 are teconmendlng and what the present law is?
j ' 3 _Hx':.*._’van" Erdens Yes, sin. I think the provision that
4 looks back longer in determining the IUR does take into
. 5 acccunt .those pecple who wvould have been in the IUF last

8 year, hut had exhausted thelr benef1t< and are no longe:

LT ¢°“nted~ e N e S e e LT

- So ihen we average back cvet a longer perlod cf tlme, ve

f9 are: chklng;up in. some sense those exhaustees.-“

hﬁfi1m§t???The-Cha1rmana xcu, vltheut thls change Hhat nculd be-the
-1p1£~-fwhat uould happen? e _h 7- ”.- '. -., _ o
_d12:‘_ !r.‘Van Erden:' Hell . the: stateS‘that are affected by )
5513 that'wonld be gettlnq lcwen.duratlon under any propc=al-

I mean, does lt help the statec that

'mTheyChalrman,

| t15 Senator Heln »and Senator'Hoynlhan and othets --well, Ohlo,__f

ﬂ;liy1e Eennsylvanlaq

VHichlgan, 1111n01$? I mean, has that teen the
A1T effect of lt, to 1ncrease the beneflts for those =s=tates?
'jm7 'htuA Van Erden. It would not help all the states you

"19 nentloned,Abut 1t dceefhelp comeu Pennsylvanla is cne state;

=5zo Oregon,aﬁest Vlrglnla, Secretary, Alaska and Idaho.

lzr' - Senator'Eradley; Let us take Michigan, though.<

'2i | Hr- Van Erdena And chhlgan, I annsotry;

23 ' Senatoc’Bradley& So it makes ur the.difference tetveen
iv) 24 14 percent TUR and vhat, 3 percent IUR?

25 Nr. Van Erdens Yes, it uould:ttlgger'hichigan.tc the

_ ALDERSON REPORTING COMPANY, INC.
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O ' T maximum duxi:f.a_t‘ion,' uhere the current IHE uoul'd trigger thenm tc
2° the minimum.. | - |

3 Senator.Heinz:: Mr. Chai_tman,‘wha'-c I am worried about is
4. that wve are go‘ing to end up in Fennsylvania with a ccntinuing
§° kind of' 11 percent or even .-12 percent unemployment rate -- we
[:3 dc not knou Hhere we are g<:1ug tc be -— a TUR up in that

Tlevel. And let us assuae ¥e are up there.
8 .If cur IUR drops precxpltously - and it is: vwe. trlgqered;-

’ f__9§+"-i‘d;ff_.~ of extended beneflts on August 6th - we are going to be

10‘there.e He &r:e going tc be left hcld:.ng the bag, ard T an-'~ B

S & i golng to be left hold1n¢ the bag as: a. member of this
»,1'2‘,_Comm.ttee. : e

- 13%‘_' Rnd it ls not that what 1s being prcposed 1s

8 J N »1"-&“-'1:3'unreasonable.g Iti-.ls reasouabler but. J.t .does not make one-

feel terrlbly secune, hecauce I cannot pro:ect. I dc not-

'_-h-‘je:é.z‘_h‘ave the statlsncal competence t° Fr°JeCt what is geing to

A- i‘T";A’.happen to* the IUR over the next 6 to 12 . months versus the

..'ia‘r:'TUB. Haxhe Hr. Van Erden dcec.

L miqht say, on‘ ._behalf of Senators, Republlcans and

2R I.OQJ.SI ana -~'7

22" '_ [Lauqhter.]

23. Sena.tor.Belnz:. And does West Virginia have any industry
) 24- left in it? Well, they are taken care of here.

.25. But the Robert Byrd amendment I think is really that fine

. ALDERSON REPORTING COMPANY, INC.
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(:) .~" A o print: at.the bottom offpage Te. .
‘ZM The Chairman: Hcw do ycu. address hiS'concérné?
' 3- ¥r. Van Erden: Well,. Senator, any kind of a forecast is

4- diffiCuit» At the present time Pennsylvania's insured rate
6. is now., I‘think,~5,6 percent.

' ¢ _f I weculd alsc pc1nt cut that this period cf the year, this

_Vﬁ;ijﬁ;tlme of the year,: 1s tradltlonally-the low p01nt of the

,2$ﬁyears If ycu ‘are locklng at any reasonable forecact, you.

. %5vou1d aseume that Pennsylvanla s:rate would start ur agaln,i

bI _ln‘mld—0ctcber. late October~ o : :'.:A- A
‘f}1T f  Nov, lf you talk abcut the six percent prcv1<1cn that he
'?1£ ta1ked about, that locks you inm at least for the next

 §1&-quarter._.Hhen that goes,.vhen Ve recompute that, the IUB 1n i'

'f:Pennsylvanlazshould,he well above six percent., And T thlnk

;fin“an' teasonable economlc fctecact. uhether‘you use DRI,

"zfch&éé the'Admlnlstratlon 'S, and you ook at Penncylvanla s

“;fﬁffrelatlve share of that, a flve ‘to six percent rate in the -
»1$:next 18 months is certalnly a. reasonable forecast,. which

“ifjﬁ:voul;:keep lt at the max1mum'duratlon. That is the-point.

Senator Helnz: Yon‘are saylng that our IUR is nct gc1ng
'9 2fjto go ug, thle our'TUR remains the same?

-}221. ‘ Hr, Van Erden' No,-51r;

23 Senator Helnz: You are saying our TUR is going to gc up

w
®

along with cur JIOR?

25° Mr. Van Erden: No, sir.. The other day, rememter, ve
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(j) :~~150ue:evteikiug ahout‘thiS'--
_ 4 o 2 ' Senator Heinz: Is the'IUR gbihg-to go ur while . the TOR
) _ 3 goes doun? | | 4
4 B Yaanrden; The TU§'you,are Iobkihg at is seasonally

8. adjusted in.your state, the IUR is not- So there is a norral

f&‘seaeonal pattern. For any level, the IUB vill go ur relative_

'.ftﬂto the TUB hecause ‘cne is seasonally adjusted and the_othe:

'“;'& is*not.

1w "IUR»

.12?1 . I wende: 1f anyhcdy has Iocked at'the cohorts,. though, cf -

SRR & henefxcxarles on the ba=1c teneflts pnogram vho are

555 .ﬁjfflf}jdfgttiqgering off ofjh351c heneflts over the next Slx mcnths, o

"f?jﬁxlet’us saY

'i§?ls half‘the‘people -—~ue11, a large number of the people---

"*¥*Tf}who are on, who are helng,ccunted on the "IUR new cr. sho are

'1&;901nq to be counted one- or two months from now are already on;

‘*fhfjwithe programu :1ifj7

”; Van Erden.t In any>perlod of tlme, there are alwvays'

.iéhtpeouie uho Vlll exhaust the heneflt program. Even in the
éz-best of tlmes, over 20 percent of the ceorle exhau<t. That
ﬁr is going to contlnue; o |

{ ) 24 The:Chairman:\ He have a vcte in prcgre-e. I might Jjust

25 tell you, if there is anythlng'you.can visit with the staff

ALDERSON REPORTING COMPANY, INC.
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'>each month for the next clx months»- T mean, LtVr"



-'155{amendment,g

22

a2§ ofahere-hy;Novemher 15th—and not back until the 1st cf

. 108

L memherssajﬂe hobe.ve can come back and -have. enough lhere to
2. vote on SOme-of'the amendments that are going to be cffered,
3° because.we dc have a time prcblem in gettlng this ¢cn Senatcr

4. Baker's calendar hefcre the deadllne.

5 So we will come right back.
6 .[Recess;d
[}t%h ‘?he Chalrman. Iet‘nsisee, where vere ve, or were ve

anyuhere?

Senator Helnz 1s not here.' But I urgedxlf

A}Pall{memhersnto return to the Commlttee because ve are g01ng

A_tﬁ»to have a nuuber of votes. And I do not think it will take,r
1ﬁ.long to dlspose of thls package. He have gone-over it fcr

"13? the-beneflt of the memberc that have been.here»

':I know that Senator Eoynlhan and Senator Helnz have an

Ee have adcpted twc ncnccntroverelal amendments.L: 

'fit&vSenator'Helnzfand I have a dlfference of oplnlon cn bhen ve

‘1fiCan deal Ulth the dlsahlllty matter. I’stlll thlnk

1&.mcnths 1< a reasonable time.. He wlll have tc vote cr thate.

'V1m*He~thinKS‘HS’days._ﬁf;l,ff

have a. calendar to deal Hlth. And hopefully we will be cut

24 February.. And if you have got a veek's recess in October,

' 25. you know there is - nct any time. So we hore we can rrevail cr
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(:) g -1Q the six-month'extension-- - ' j‘ | Cn '--FTf
z vSenator*Chafee.
| 3 Senator Chafee: HWell, Mr.. Chairmen, I have scrmething 1

4 just vanted to return to that ve touched on this morning. If
-3 there~i= a‘hiatus'here, I will prcceed.

‘Ihe Chalrman- I guess there is' a hiatus.

'Senator Chafee._73115ri¢ht¢, Nell, ¥r.. Chalrman,‘thié*uj

:&{morning, as you knou, we had a dlscuSSLOn of the

’~Danforth Boren ptogram to put.restnalnts on. the federallyi;

ndexed programs,wlnciudlng the lndexlng of‘the federal

1nccme tax,'aud thlc uas a- ptogram for three years, 1n order

'ETto teduce the federal deflcitsv

vould Just 11ke~to add some more thoughts to that whlle 3

‘some.hmerlcans---'that'ls, those dependent cn.. the 1ndexed

“loaéiprograms - in :eturn fo: d01ng somethlng that I thlnk ve

*1%fbught to do :1ght away, vhlch 1s to repeal the federal tax:

apd fu:theréore, to do ‘vhat ve can to face up to
:=Zt1}he:re;enoef:hortfa11, whlch-of ccurse means- falslng some
r2;~taxes and also some’ other cuts.?

- 2$3-: NNow; Hz;,Chalrpan{.my view toward the social security

14), _ - 24. fund has alva&s—been that it alvways ocught to be lccked on as

25: an entity; and if there are problems within the fund, then we
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efttfd01ng that, and that 1s the route I am for,. rather than g01ng

22'. ': . Hs.

1C7

-:ﬁ“sdught to.raise.mcneyQUithinAthe fund;,and'if there are not

2 problems‘within‘rhe»fund, then let us leave the fund alcnee.

3. And of ccurse, that is the arproach we tock early this year

'~&~when'ie-made the reforms in the soccial security'system.
5

It.seems to . me that.uhatrve cﬁght tc be dcing -- and-I

"6iknou th1< is ea51er =a1d .than dcne, ~and you as Chairman of

e e s

'?Fff;thls Comnittee have glven a~lot of attentlon to it. ' But wegfﬂf

‘&édo have thls budget resolutlon over"- us vhlch sets cut the

4 he Ccngress,

inot only thls Commlttee but fer™ the

toir&isegscme~$73 hllllcn.f And I want to help lne_

125after therlndexed prcqrame.A

g understand vel can take actlcn. °enator Grassley is

R],ﬁr“here. Senator‘Heinz and Senatcr Danfcrth are on thelr way.'

‘:tjaﬁ?_ Dld you vant to go back and dlscuss -~ Senator'Helnz did

'5¥discuss hls proposal, thch is. <omevhat dlfferent frcm

As< I understand,eyour proposal would be in effect.to'

_1~~éﬁ”edopt the hill pas<ed by —“uhat Commlttee in the chee?

Clson. The Publlc A<51stance Subcommlttee cf the

z@.WaYC~and Heans Commlttee.

24 A Senator Hoynlhan- Hr- Chairman, I do not -- T wculd nct

25 ﬁant to be seen as. that =crt of rigid cn. the prcrcsition..
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But.f‘am concerned'uith it, and Iﬂuonder if the Committee

-Just dces neot agree. I knowfthat any-numberfof'our

colleagues are in this precent c1tuatlon, that the 1nsured
unemployment,-uhlch in previous recessions has been a
reliable indicatecr cf the overall unemployment, in tte
present 51tuatlon ‘is not;

: Bhen ue adopted the lnsured unemployment rate fcr'

':extendedtbeneflts, that was the only rate avallable.~ He now’

have—good overall rates and ve have the spec1f1c 51tuatlon. L

I vas:just'talklng tc °enatcr Dlxon and Senatcr Ievin. -rqu;?f

;. hoth of those states, I belleve, and I stand to be ccrrected,

RS

' the 1nsured unemployment rate 15*g01ng down -and the

unemployment rates really are at hlstorlc levels: for the

postwar geriod, 1& percente, And that 1s Just the phenomenon

L%

of people exhaustlng’even thelr extended beneflts.

ftho I would*llke‘to ask us to reason. together on: hov we
ccuId put tcgether a hetter measure.A And I vonder‘lf'the
Department of Labor’has not thought ahout it or if anybody

else has thouqht about lt.

ThedChalrman. Let’me Just ask Hr. Van Erden cr- Cindy cr

) someone, because agaln I thlnk Senator Moynihan raicses, and

Senator Pelnz, a- legltlmate question, particularly in those
stateS'Hhere.they=have had heavy unemployment and it has been
long and persistent.

And again, going back tc the discussion we had the cther
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1ffdéy5in‘myﬂofficé ;ith BrQ'Stcckman'and Mr. Donovon and orheré"
2 oho*dre'here'to represent the lLabor Lepartment and my oun-

3 staff,_ue‘said) is there some way you can satisfy the
4- conCerns-éxpreésed in%thé Hcuse-passed btill, expressed in thé
5.concerné'Senator Heinz and Senator Levih had raised to me and

&%others had ralsed to me’

%_nnd,I helleve,'as I understand it, ve have come to some

AT vy e Ao

_&:mxdpoint.. Haybe<Lt'1s not perfectz Haybe it can e, betveen

: jt__;”}f;; - J ».uould ycu glve us a sort of a rundovn of. what

M2 you.dld_that chanqes current law to help some of the<e

,:ﬁ@QstateSf'and vhy you dld not go all of the way to TUR?

“tjji%t ;Senatcrzloynihan.u ﬁould the Chairman allcw me tc say

ST er\VaniErden.' Yes,'51r. Tb'recapfjust*fof a mcment,

=:vhat 15 1n the Flnance proposal . the Finance Commlttee

Tproposal, ls'to use the IUR to trlgqer states® duration, as

'eihave 1n;the past, bnt 1n addltlon to- add a - new measure-

::: 2ﬂ:Uthh Hould look back or reach hack over a longer period of

.znutlme 1n crder tc plck up thc<e 1nd1v1duals who vere counted

23: 1nuthe lnsured‘unemployment rate»durlng periods cf high

,Zu'unemployment and #ho now have exhausted their benefits, so

26: they are nOwlonger'ccunfed.
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i

(:) T - Br reachlng back over a: longer period of tlme, wve de take

2. thoee pecple intc- account in determining the rate. We then
3. set a new trigger level,. which is six rercent, and ccmpare

4: the rate~computed'over’this long period of time to six-

5: percent. If the state is atove that, they wculd quallfy fecr

.s'the maxlmum duratlon“

'*He~be11eve thls is a: better measure. It’ls a mcre stahle i

B A O S PR

"Eimeacure ct lcng term unemplcyment, in- the fact that we are no

iufff:%ilongeficcuntlng thegexhaustees in the current IUR.

fithprohlems there are Just enormous for: --flrst of allr 1et me
V.12?:ta1k Juct fcr~a moment about the TUR, The TUR and tte IUB
,ﬁjaﬂmeasure dlfferent thlngs, okay. The IUR is srmply a count of

659 ‘:,.“n:_V?ﬁ4éjthe,number of 1ndlv1duals who come into a.local offlce and

ﬂas.uneuployed last ueek- So we have an actual count

,; true, uhen they are no longer‘dravlng Fenefits they

.:1$“are no~longer*counted. But they are- counted all- of the tlme

B they are draving, and 1f you talk about an. exhaustee as

someoneawho-draws 26:veeks; he 1s counted as a. clalmant for.

Y

dszz& consecutxve ueeks before he droos Off&. Therefore, if you

'ﬂgrget sone bulge cr somethlnglllke that, thece recrle are

23acounted for a long perlod of tlme before they are drcpped off
(;) " 24. and they uould ccunt tcwards triggering the higher dcration.

25 With resgect to. the totel unemployment rate, the to tal

-

ALDERSON REPORTING COMPANY, INC.
440 FIRST ST., N.W., WASHINGTON, D.C. 20001 (262) 628-8300



111

1 unemployment ratedis subject'toqejlot of variation. It is

2 subject to.the same seasonality. In the 43 states that are.
-3 not computed directly off the CPS, it is subject to a lot of
4. estimating and factcring kinds.cf prcblens. BRAs I said

6: earlier}:it,measures different things

- The components in the TUR con51st of those 1nd1v1duals_

'ﬁeﬁivno are drawlng clalms in the UI prcgram uho meet the

&*deflnltlon of‘unemployment,«thatzlsr in the CPSior the

-:95 current populatlon su:vey'whlch generates the TUB. In

“;jm.addltlon to those 1nd1v1dnal= vho are ln the unemplcyment
‘in.lnsurance<proqramq there is- an estlmate made for the number i'f
12 of 1nd1v1duals vho have exhausted thelr beneflts and are

}1&fst111 im the labor'force.

T 14 This estimat' 1s a,very\- I hate to use the-term, but- it

”‘5ﬁ51$tls F-'a czude—estlmate, 1n that‘theyvlook at the numher of .

.“féjafpeople whoxexhaust, make ar generalndetermlnatlon;abcut how

1Tfmany remalnuln the labcr force Hithout actually kncu1ng, and

",1&Qest1mate that component based upon what we call survival

:]Qt'rates.e-_‘

‘5 There~1s‘also a component in- the TUE that deals: with

":Zt delayed fllers and never fllers. These are people who would

:3

not come into the 1n=ured unemplcyment rate ¢r ccme in c¢cn a

8-

»delayed basism
24. B There is,anothe: component in there that deals with new

25 entrants and re-entrants. Rgain,. all cf these individuals
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~1~-arefindi#idua1$ ihé_vould?npt be- counted in- the insured rate,. -
. hdt“they»alscsﬁculdindt'qualify'for benefits.
?- Okay. _Sc5vhat.we-a:e talking about is what'measure
4: targets the- beneflts, ‘and the IUR measutes those 1nd1v1duals

5 who have quallfled fcr unemployment insurance and whe have

& drawn 1t. Iqupu,talbtabout new entrants and re-entrants, .

for,thoee inlelduaIS‘who quallfy fcrgﬁf

\the TUR agaln, hecause all of these ectlmates,’ -
' _j&fmay-not measure that.
'fple who actually compute the 10k, they

ubllcatlonc that the TUR on a state

;1;?€Ftaeis ls subject to a'let of»chanqe and variation. What we
ﬁf}see lf ve look at the data cver the year is quite large
ém.tevisans.‘ A»TUB«may~befpubllshed at 13.5 percent and next
24 month revised back tc 13.1..

QE- Ndv,\thefquesticn-is, what harpens if you trigger a state
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(:) o “1‘ on a'13 5 and next month you find out 1t is 13.17 DO"yooLgoi
2. back to a lcwer duraticn? Hcw do you write the langtage? |
' 3. - | Senetor' Heinz: H'har voulo the ansver be to Ahave a moving
4 averege? That vould eliminate that kind of problem.
5 Aer.Van'Erden:. A moving average would reduce that
.&'problem.. It would not nececsarlly eliminate it, because all

T you areldolng 15‘saylng, lf I have a difference of

. a fcur-tenths I chld average cver the three month< 1n=tead cfA

9 one monthf-and so 1t‘would he a: tenth dlfference lnctead of'"'"'~

ﬂeﬁ?iLﬁO* four-tenths*L_PI
zifxf';AThe Chalrmen.; In ‘the- hearlngs last Frlday,\we had rather~;
fZ'erren51ve at leasr prellmlnary testlmony from Senator nyrd
*jé.and commentc by Senator Helnz and otherc concernlng the

"fﬂijﬁicomprehen51ve Helnz—Byrd or. Byrd-Helnz proposal we are g01ng

Qte.hejconsideriﬁg) ahdLIldoidoiﬁthink"thereiisAahy'suggeSticn'fé

**f@ffe fromweltherrprlnCLQal sponsor that that is somethlng we -

;l-. 2 S

ijffshould move -on’- or can move cn thls qu1cklyo

o118 - And 1t was 1nd1cated at the hearlng that -- that 1s, I

o

~he11eve thlS 1s one of’the components, that if we could go -

?’ahead and.extend the prcgram, that certalnly Wwe are going. te

.ét':——I.would thlnk everybody feels there rrobably is a need forA
aéﬁ changes in the uhole structure of the program.
23 A ‘It'ls_mx hope-that-we'take this modified blended

‘ {\) o 24‘approach;'whico does focus on some of those concerns

- 25. expressed by the states, obviously Chic, Fennsylvania,
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chhlgan, other states, where ve. have had high sustalned
unemployment, and then see vhat wve can vwork out wlth the

House.

114,

5 lslrespon51ve, but I guess I do not guite know what it is we

>

.; ‘: 10«

: -;_13

S

22
23
-

25'

lnclude them 1n the IUB.. Thatﬁlsrthe idea.

VanaErden-;

exhaustees and include them- He ane 1mpllc1t1y 1nclud1ng -

are propOSLng.A The proposal is to get a better feeling for:_

those persons Uho haye exhaucted thelr insurance ang somehcw

He are nct 901ng tc take the numhet cf

thex“by averaglng the IUB over‘a long perlod of tlme. 'He a:er'

Hetare saylng that if you 1ook at a: long perlod of time.

‘a.cn Eradleyui

‘3ﬂ12 not ptop051ngfto put*exhaustees back 1nto the calculatlon.

That wcnld uork as. long aS‘unemployment_'

doee go dovn, tlght? At sone p01nt,»1f you contlnue to have:

aqa; perclstently hlgh levels of unemployment, even thcugr ycu

'ffo benethC'and an IUB that had dropped far below what would

reflect the numher’of people uhc vere out of work, right?
- So: - lt becomes a questlon of degree: more than anything
else, how far“back do you reach if you choose to ge that

rcute.
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115.
(:) T R Ht;fﬁen‘ﬂrden:. That-ls true. o - S s
' Senator Hcynlhan. I Hould have tc say that I sure would

'-1ike to look at tables that would represent historic

@
@

&

experience here.

And Er. Chalrman, do we have .to dec1de this this

> afternoon, or: can we? I do not thlnk you have got all of the

.‘f;hHQS'Out of thls-.3i5=l‘“{im

The Chalrman.' Helf' ' thlnk that is a. problem of 901ng

‘whcle new cyctemm 0hv1cusly. wver do not have anr e

we have—some with IUR. Aude _

‘12:f_ th};Van Erden. If I could make ‘one p01nt on Vr.

,.ﬁj$uBrad1ex”=_pc1nt, the way the proposal 1s wrxtten, we will

'{nt thv'January"through July perlod .Januaty'of “81

ﬂjrﬁhlgh months 1n the calculatlon.e>%

-1éf”h[ Rnd rememher,‘we are talklng about thls only for an

. not: talking about it for three or .

N iff }} Senatcr'Eradley. 4Sc*that the 18 mcnths triggers frcm

‘: thlS’pOLHt forwatd, and the IUR number would 1nc1ude the IUR

22

za_of the pact 18 mcnth=?

24‘ Br . Van.Erden: 'Yes,.sir.. it would g0'18; 21, 24,. vyes,
3 \ . _

sir.
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!The,Chaitnana 1 would.like to move ahead with the bill.
;qenator Boynlhanc' A1l rinht. Could.ve ask the staff to
lcok at all of this and td talk to us? And if we really ccme
up with a bette: idea than 18 months as a relianie idea, then

ve might put it~on the floore.

. The Cha;rman. We are nct- lccklng the dccr.

' ESenator Hoynihan.. Thls is a technlcal matter more thang;'w

:_any othery I do not thlnk ve. would dleagree on: that.

Senator Helnza Hr. Chalrman. I thlnk that is nct a- bad7

‘Iﬁmlght Juct\throv out an 1dea fer

con51deratlon here, though. And I thlnk,'although I am

‘reaconably =atlsf1ed that the 18 month rroposal may: \ork in

“fof Pennsylvanla, I’thlnk there is nonethelessq_

ﬁnervousness . the part of the hlgh unemplcyment <tates that

mlght happen that they dld not forecee or'that e _;ﬁ

despi.e our best chJectlves, pcogect and the

:dlscrepancy somehou between IUR and the total unemrlcyment

:-:ate wquld‘31den:and present:a diffitult; insoluable

‘way to address that vould be to introduce a dual

Knd cnel

! trlgger‘for'the hlghest unemployment states, those that would

Aget the 12 weeks of beneflts, uhere, for example, they wculd

either quallfy under the modlfled Dole-Administration formula
or get ¢n some sultahle elther lagged ¢r moving average,

quallfy if thelz totaI unemployment rate was ten rercent or
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‘ Z.' But I vould like tc know whether there are any problemc
3 with. that?
4: , ﬂt.-?an Erden: Well, I‘would juet go back to the same
5 thingLI said on the TUR hefore; that I think there is a

_f& prohlem cf Jjust 1ntrcduc1ng the TUR into the process.

s s e e

The Chalrman. Ic there SORme cther way tc prctect wlthcut

Qqettlng lnto the TUR'AIRiOthet words?

:AﬂelIﬁ‘I'thlnk the'propesal would prctect
?ﬁcert31nly*Pennsylvanla, lt protects Hest Vlrglnla, it
"%.protects chhlgan,

'*The Chalrman.< You do* ‘not see any problem in the next 18

monthS"L Pennsylvanlan.then°
r_No, 51re A

"ﬁ I,dc~not think there is elther, Hr.

“¥fiiTﬁChairmau- I vould agree ulth that. But T wanted tc put th1=

;foptlon om. the table 1n case there are people:vhose ccncerns
"vould be'Iess vell met. ,,Jf_f i - ,

% Hhat 1f ve ccme ‘ap” wlth a tetter plece

AcaZE_of paper between now and the time we go to the floor?

 22> : The Chairman. Ee are v1111ng to dc that, I-ar certain.
23: The lahon_representatlves,.ve have been working the last two
‘24 or three days. We have added about $400 million tc the

Azﬁ'hdministration's proposal. I am not cerfain they share that

ALDERSON REPORTING COMPANY, INC.
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T view..

. R |
- But 1f “"there is no objectlcn, what Ve, cculd dc is report} i
3. cut the till, the proposed compromlse; :
4 Ms.:clson:._senator, I have~promised the Department cf
§ Labcr‘representatlves that ve would raise a technlcal

- £ amendment~they would llke to dlscuss at thls tlme uhlch ‘we

{F;nlght 1ncludes53%:

- SR Senator Helnz.' Could ve have one substantlve amendment 7

ato Helnz. .Hr- Chalrman, that is the questlcn of a'

-1Z'teae5baek; I do not belleve we. have dlccussed a reachback.‘

137 T~ vould urge -_— and I knou 1t 15‘901ng to cost mere money,_‘"””

ﬂ:hut I ﬁouif utqe that*veilnclnde at least,a-mode<t reachback;

ofhfour veeks.
. .U l _ 4would.1ucrease the cest. ifeﬁffcid;iffféév;.
- éf%;ebont $160 Bllllbn.» Ieithat rlght’ -:ji - j»}‘e"-*"jiifjffi

:i@g -' Kr.,Van Erden.ﬁ Ihat is the CEO estlmateer Our*estimate-.‘

: o . , B | -. _
&gfféﬁeﬁce beﬁveen5CBC aha4
fifhe A&glniétzéﬁléﬁ;A:f‘ o | | »

22 ? ’ Hr. Van*Erden:- it 1§ ; euestlon cf hcu many 1ﬁd1v1dualc
Z$ you thlnk ate stlll out there teady to comre hack ine
24 Senatcr Helnze Th1< would be a reachback that cnly

.25: applied to.people since March 31st?
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 E :.Ts‘eyfan‘frden: niee,e=1r.l If Ycu reach back fer all cf
'the.lnd1v1duals, you are talking for four weeks abkout $SOO
4$fm11110n.
C & Senator Heinzz; The reacch for a reachback, Hr. Chairmaﬁ;i
& is that there are -- we are ~going to have two different

‘é?gtoupS‘of people out there 1n the same state, one of whom

":fgettlng --»1n the mcnthc ahead they v111 te gettlngfi;

fthe additional 12 ueeks. There are . others who will not be -

':thatfaddltlcual 12 ueeks cr anythlng 11ke 1t.

The*Chalxman. Agaln, ve. dlecusced this and 1t~<eemed to

-

ther thlngs.ve might db that mlght he more helpfulw So we '1?

they ere out of’uork there are some heueflts availatle under

our compromlse. And I‘thlnk we got to the point of, how much

'addltlcnal ccst can we- carry, and thls added about §300

;milllon cr’ 3000 mllllone

I Uould certalnly want to hear from the BEdministration.
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"SEnator Heinza‘ Mr. Chalrman. I wonder how it wculé work

1f-we cut those states that ‘are less than three percent IUR
from six weeks to five weeks. Would that pay for the
reachback ot four weeks which their recrle chid get?
-Hrwtvan Erdené We would. have to look at it. I do not
thlnk a. cut that small would pay for ite I ‘think you would ]
hav ;'-cut more than that. | o -

N a4 et e eamesor e R

The Chalrman.: Hell, there may Le scme . of these

?'what _e mlght do by the tlme we reach the floor. Thef

reachback lS 1n the House b111, as I understand,. at leaet the“*

Committee;blll lS that correct° How far’ , ”5j;¥f

ﬁ?ﬁq The Ways aud Heans blll has an

91b1} tc recelve three-fcurths of h1= orlglnal

i_entltlement- In some states, because of the QS-day extensxon

'_seven‘ueekS"ec technlcally the reachtack is

= 1nd1v1duals could get a maxxmum now of 72 veeks cf renefitse.

And I would remlnd the Ccmmlttee that during the *74-°7¢%

M rece551on when ve had the FSB program the maximum number of

weeks avallahle tc any 1nd1v1dual at that time was 6% veeks.

-Sq=we would:be-going to a new high..
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A

(:): AS;’ 1f;i'iﬂi6;f¢§;itﬁéﬁo;'Do-ifunderstand‘the Admiﬁisfration opposeé
| i';'reaohoack?‘ | ' o
' , s o Hr. Van Erden: Yes, sir.
4@"' Tho“Chairman& But-I‘olsoounderStand:if.we can figure cdt
5. some better mousetra; between ncv and. the time it is on the

é?fioot} that that objectlon uould =tlll be there’_‘

anantho.- He aould be happy to look at it, Senatcr-;‘577

3&?Dole-_ Bnt our blll, our proposal dOes not'contaln a.

1 will supgort,. the Dole blll?

2 }Bantho. Senator-HeanEQit*ig hy'undérStandino~thatr*o

'C13%“thogcom§:omi$e{dces.fall,vithin“théfgeneraiqparaﬁéters'

| ‘¥J&¥bartlculargf :” S

-tThat>1s my underttandlng. Now, Ve may

Chalthh

i?blt toc far hut I do not think SO

Hr. Chalrmanr I thlnk what I will do is
“reserve the rlght to offer therreachback ¢cn the: flccr.

22
 2¥ : : Senator Hoynlhan._ Can ue have a general understanding
zp'that 1f ve figure out a better mcnsetrap - |
25

Senator Helnz., If we. can f;nd.a better'mousetra;,

" ALDERSON REPORTING COMPANY, INC.. -
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hopefuiiy we could have a”Committee amendment;

TheaChairmana ﬁhat‘about’the technical amendment?

Br. Van Erden: Mr. Chairman, we have a technical prcblen
with the account'fron vhich we loan money to the states. to

pay benefits.. This acccunt is called the federal

4&.unemploymentfaccount or FUA fbr short. It has in the lan

Znoney'th't'lﬂ

;rlqht nov a- statutory llmlt at the end of the fiscal year-'.”A

g 2 e

~~That llmlt is. about $1 7 bllllon.

‘*from*the:statesy Senator Helnz State cf Penneylvanla and =c
f»on, He are 901ng to exceed that llmlt on September 30th. The
'current law requires usatc take the excess amcunt and derosit

-lt 1n the Employment Serv1ce Admlnlstratlon account.. The

comlng hack in i= mcney-that is needed or.

“ﬁde51gned‘tofrepay general revenue advances, and nnder current

O =

25

ffacccunt to?

}fuhere the noney*came from 1n~the flrst place and we are

:"Qt_no way to make a dlrect payment to general

ﬁ“zevenneS'of these repayment loan

So Hhat we need is a sentence in there that authcrlzes

n.the Secretary to transfer the money dlrectly from the FUA

,the.general revenue of‘the Treasury. Tha is

""'r_x .-‘.~»~ -

P

’ohligated tc repay 1t. As 1t exists ncw, if we dc nct get

that language about $5~5‘miliion would go intc the cther
acccunts and.technicallyivould never be available tc reray

general revenue advances..
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-
'T>v  IBe“Chaitmép;f ﬁi#ﬁcut*cbjec£ioh. the'techpical-amendménfﬁ
2. is agreed to. :
3 Are there. other amendments? I know Senator Chafee has an

4. amendment, but.I mean on the unemployment matter itself.
5 Is it under the rules? Could we adopt this as an

' 6 amendment° Reghave.somefHocse1hills.banging around, do. we

- Tomotr

&: u :§ De Arment. :Or ve could teport it out as a S-numbered

- §£bi11, and the House bIll wlll be comlng over, and follow the4

:?Hsame»procedure ve:dl Lulth tevenue sharlng yesterday.

_ifrj The Chalxman ._Is«there any objectlon to repcrtlng the

”M o

 fz1comprom1se? ‘ f-' '

Senato:rBradley-.iuz;,Chaitman, the cowpromise,.subject‘fﬂ"

ngound that»_,

"1&" The Chalrmanv  Hé{viIl rocll the members of the Ccmmittee

"; fﬁ¢fand offe:* gqgglt;Ee-aﬁQﬂdmenfr

With that understandlnq, Hr, Chalrman, I-
“féi‘vouldﬁmd;e(reéérflnéth;_t‘ o
' zzf‘ﬁ Senator Eradley.  You- would poll, if the TUR was the only.
23; a;ternatlve,:you:iould,poll on. the TUOR? Is that the idea?
Q& If the reachﬁéék ﬁﬁs — | |

2&- The Chairman;f'IAthought"we would sit douwn with Fat and
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1 Senétor Heinz and anybody else. who was not able toAbgfhereiQ-

N

if*they hadhsome other thing they vant to ccnsider,‘and'try

@

to hammer something out. If it is better’thén wvhat vwe have
4 and ve can get general agreement, then I would ke willing tc
S»offet that as a Committee amendment..

3%  ‘ The cnly other thlng we have unrecclved in this- area 1s

S R NP € PP

I tpe dlsaplllty thlng’i And L ap°1°912€ fo: quarrellng v1th1ﬁi{l

&scolleague from Pennsylvanla. Hhat I dld vas*look at the

caLendat,‘an’

~the cnly‘prcblem I <ee lS how-we are gc1ng tc~ g

‘ 5(w1th1nfa 45-day~or even k-3 three-month perlod

';Tﬁ_,,A I agree'wlth the Senator from Pennsylvania. tenator Lcng{;

1iT:has a: dlfferent v1ew, but I thlnk he also feels. that the

3:51x-month exten51on lS neceesary. Is that rlght?

: butiI‘thlnk 1t'may be true that the us-dayc;j

o is unreallstlcally short.” Hy understandlng 1s, thcugh, that

‘:-18§3Ee mlght be»able tc reach scme compromise between six months.

ith hav1ng,~as Senator Prycr

't;2ﬁ sQ§ge§ted'-£ha£~;éﬂha;éﬁéometh1ng that runs through the
 £ﬁwca1endar year° T thlnk Senator Pryor feels that is a gocd
28 idea. o
Zﬁ : ;.$éﬁé£§r Pryors:. Aﬁ-first;unr.AChairman, I did Sﬁppo:t the

ﬂ§‘u5¥day,.and»ILconcede theie is a time problem. But I wculd
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- 3$13§‘~7Jm

21““” : ‘:4

,_&aée:thatiwemmight'vork ouf_étsolution that we could say,

say, a three-month time bericd. I think that wculd te
et.:m'i*l:al:.’t.-e..=

| ‘Sénatcr=Heinz: Three ocnths would take us thrcugh
6eoeoher'3Tst. |

' Senator Lonq. Iet me Just make thls pointo Ncw, once

o s ¢ N S e s - et

the=countryf1n qulte some tlme..

(Laughtet.]

ASenatoanelnza- hre you sure about that, Russell’

'vaeSmeans the 7th to the 17thw

_Senator‘Long.vllt Has my 1mpressxon that there is about

'.,13 tenddayc the COngress 1s not golng to be in session..

Senato: Lonq. Sc that cnly leaves you 35 dayc.u-And

_zz then,'ac you and I know, we cannot get anybody'arcund here c¢n

24

:A23 Saturday'and Sunday. SO‘you are not looking at many days.

Nou, once: you get beyond that. the Congress is gecing te

25 be- in a rush to try to get cut ocf here, and I assure that ve
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O .- - S N ,\!ill" get out‘l 'éome:" t'imé*—in. Nouem'ber. And assuming that ve do.
Z ve will not . l:e J.n pocltlcn tc act - on this matter unt1l ve get

3. back. Other’vise-,, we are forced to try to really shcct from

| .4 the hip.

5‘.5-_ » Now, when ve get back here, ucually the Ccngress does not _

|
\
1 ' e qet go.r_nq rlght in’ the beg:.mung of January. Usually it is-

7 about the* latter: pa-rtlcf January befcre we: really get cranked

A e

'f“iﬂup.v So you need some tlme, I would thlnk. to conduct some

-';o have good 1nformation. I am uot
ji’%:talklng: about Just thoee horrlhle ca'=ec that can te produced,

uhex:e ‘Some: ‘erson uas:x takeu off the r:olls vhere the rerson

,8 ' ' TS rer everely disabled.] I‘ ‘am*also talkin'q

'zvz-i,-year or €0 _So that-belng the case, it seems to me as though
23 you ax:e talking about roughly the six months that the
z ) _ 4 24 Chairman is: talklng about.

- 250 _ If we reallx do some leglslatlng, tather than just extend
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(:)_ lv' lr‘scﬁefhiﬁc;ot-gq by-gﬁeSS'and byehunch and vote our e&otloﬁe.
2eI’vculd\think.that ve:uculd need the six monthe. Fhen, ycu
. ' 3. know, we have done legislating in this area up to now, I
4. cannot-recall a time in the last several years,.inclﬁding
§ back even in the dafs when I was Chairman of the Committee ;f:
:f@ we»aluaye sat dcwn ulth th1< dlsahlllty thlng -and actually »

“ -

l'5§57-37f~d1d'just1ce to lt,vto vhere ve really actually had a: chance ;}ﬁ

AL o a3 T1, emeer e v -

”fA&:to get ‘a- balanced look at both 51des of 1t, now,- both people =

Zuho;have"a-tlghtﬂtc3claim dleablllty whc are not"getting 1t

_fand those uho are on tﬁose roll= who really probably should*

peal

.31r3have_nevet heen on there 1n the flrst 1nstance.

' ‘jZl' I do not thlnk that you are. g01ng to ‘do - any real-:

?l,yfthoughtfultleglslatlng in thle subject if you try to do - 1t lnff

'1fﬂ1n the flrst 20 days of January.' You need.abput'anothet;so.

'fi&idazs on 1t- ‘

4 “thlnk you are talklng abcut tcughly six mcnths, once:

“The Chalrﬁan.i Cculd I add to that’ Yesterday, I think
-:'éiiit Has yesterday; ve”dellvered the blue book.. Have you got a
23; ccpy of,lt thereli Sc'lt_is nct-that we are delaying. I_
{;)' 24 mean,:we~are:t:ylngecc'get the information available. We are

26 trying  tc plan scme eitensive hearings in this area. And T
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'1ﬂ-d0ino£ knou:wherher'y00~ha§e anypscheduled dates yete.

z 'Hr; De-Arnent: No; Mr. Chairman. We are still searchinp

3 for da tes.

4 The Chairmans: . So I think vnat Senator Heinz and Senatcr

$ Prycr are rightfully'concerned about1 this may be scme -- 1

6 do not say‘ploy}fbnt it might delay it six months;~ HhetherAi
-QALTFiVe 1ntend“fc delay it or not, :he effect‘vould be tc delay- lt;

&afor 51x months-'

I can,onl assure both Senators that ve are 901ng to mcve':

ﬁ;intc hearl geian they are 901ng to be, as Senatcr Lcng

ﬂ;3suggests, extEn51ve.f And lf lt happens that ‘we. do it in 1essf
-1£“than that tlme, then we can do 1t.

.‘,13;_ I do not thlnk 1t lS of any gteat,moment, but T thlnk

'zr'ﬂe are votlng on Senator Pryor’s motlon

bﬁ"fEﬂf‘of three months?
1f18?3f' Senator Pryorw_ For‘the purpose of con51derat10n, I

;;19£iprcposed three months.

: ThelChalrmans 4I vould offer*a substltute to say six.

Aeﬁf;months. e

'Zif ) Senator‘Helnz; fhe:vote'wiii‘be on the substitute of six
N erncnths? _ B | |

2 The Chairnani »ﬁight-

25 The cre:k.:virl'}‘:au‘the_ roi'];,; I guess.
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s Lfﬁfgfbélkrﬁentzy'This“is*dh.fhe Dole substitufebcf'six
i,monthsxﬂ |

3 Mr. Packwood..

4 - [¥No reséoﬁse.j

5. . Hr. De Arments: ¥r. BRcthe.

"&f ‘ AThe Chairman" Hro:Roth is aye by proxye.

f B:.-Danfo:th.

T g ”A,Senator“Danforth° Aye-'

Hr;gChafée,. 

'fﬁiéf

5={7Bt. Helnz. o
,1¢ff;‘ Senator—Helnz { ﬁé;;7

Hr. ﬂallop. o

ye by'ptCXYo‘, >

5Hn- De Arment--»!r. Graesley-.

22 -V.SenatOt Pryocs,.No by ptoxy.
23 i 'Ht& De.A;ment: Br..Longa
24 Senaton'Longi Ayékj

2&» Hr. Ce Arment: Mr. RBentsen.
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ﬁ‘&ifff

*tﬂberesponse;l
Hr. De Arments
[No response.]

Hr.gne.Arment;

Senator>Hoynihan'

Hr. Ee Arment:
Senatcr‘Pryor:

‘3'§. De Armentu

>eSenator Prycr;4

.S natcr Bradley.

7F,Hrw;De Armenta

*1Senator*Pr10t-~

;Senator Pryor.5

Senator Chafee.

¥

r. Matsunaga.

Er. Hcynihan..

,H
No by prOXYvw;;.'

A,!;

_ar.~3rad1er.v"

Wee

M3

Ro by proxy. '

E‘

The—snhstltute 1s agreed to.

Ne: by_ptoxyu__'

No.

Baucus-

Boren.

| Hltchell.

Chalrmany I have Just*heen irformed

.,,,—

Hr. Chalrman,_I uculd like tc, if we are

thrcugh Hlth the unemployment comp part of this, I wculd like

<to add tC‘lt a. Tltle XX amendment thch the House has

1nc1uded w;thlniits FSC. And basically what this does under

" ALDERSON REPORTING COMPANY, INC:
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inthev?iile.xxmruhichris5thevscéial‘seeUtity tlock grant, whichQ4
L2 deaIS'with.daycare'and child protection services and a host
3 of other activities and some foster care, under the current
.4a year. that is in '83, the funding is at §2.67 billicn, $2.67

5 bllllon.

jé#d_ A Now, that lncludes Hhat we aprrorriated under the block

et it s

Af;grant plus vhat we added to it in the Jobs hlll._ So the - = .
e whole thlng fcr th1= year ccme< tc $2 675 bllllon. I weould
”sllncreace the authorlzatlon ty $200 mllllon to 2.7. IhatLisjd'

»ﬁBa51ca11y, lt-level-funds ite At-;eastfﬁff;

Senator Bradley- dHr;fChalrman, I would like tc- =dppont'

vi:;h1=<amendment, and I'uould'like tC'point

':Senator'Chafeefd

that‘the flrst.hudget resolutlon foz '84 assume= a 5300 ;v

‘.enhlts 1980 levelyl So I'thlnk that thls is a timely

'fzz that some progtams, partlcularly those that affect children,.

.21 are lmportant to fund adequately.

sz ”3 Senator Chafee' COUId I just make a correction? I said

25 the House included” it when they did this. That is wronge
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dliihefﬂedee;ﬁee’egreed“tozinciude'ir in‘a:Cemmittee-amendment
2. on the fleer:eeeihis sdeelementai.unemployment cemr
,3«1egislatione- So I want to. correct that.. “

4 Senator Boynihan. I Justxuanted to state dy cwn suprort
§ for Senator“Chafee s amendment"l Yesterday in the deltate over

'u&-the revenue sharlng I remarked on. somethlng, 1t really d1d

T not>st;ike meethat lt.was.home town. But in two years, the iii

Die gl - ,x-.»;v.:_»-‘,.“.-,.,...,w,.._« -

8 recelpts,.the=contr1hutlons by the Department of Health and“

& Human Qervices*tc5ouryﬂumad-ﬁeccurcec Admlnlctration, which -

371T mlght be able to accommodate thls amendment.~ I know I am.

.‘1(..

Aia certaln"the votes are.here tc add on addltlcnal money, ‘but it

‘1& iS“a ficcalilssue»m,f;

2

Amd 1t 's:true that the fundlng level for thle—program i<"

~g21 reduced ln the 1981 Reccncxllatlon Ect. He d1d add some

PR =L -

' 2& money back Ln the JObS blll, so- lt has not been all cn one
23751de- But I am prepared to:. accept the ‘amendment .
24 I a<ked Senator Long.. He-sald he had no objecticn tc the

2&.amendment,u Sb”uhy'dc-ve»notvaccept the amendment and hope we

- ALDERSON REPORTING COMPANY, INC.
440 FIRST ST-, N.W., WASHINGTON, D.C. 20001 (202) 628-8300



133

<:) : .i:' f’f‘ﬂf;tenshoid'dovn;tne ocst.
,iz’s'” Senator,HeinzaA:Could I put a good word in for Sena tor
| 3. Chafee _fcr heving cffered it?
% | : 4. Senetor Chafee: Do not be reluctant at all.
1 5 (Lauohter;L

Senator‘Eradley& Mr. Chairman, could I ask maykte if we

‘could mcdlfy the Chafee amendment sc that half of the F§200 . . -

'ﬁﬁunemplcyment, so” that we could try to target 1t?

Senator Chafee& That ls all rlght u1th .me.. End I

'fitfbelleve thatmthe glst cf your amendment would let the
52{_nggoverncr dec1de Hhat ls hlgh unemployment.

A «QSenator‘Bradley That is correct.

Senator‘Boren.

iRould that be dlscretlonary with the.

; ustealways worrr‘ahout --,

"Senator Bradleyr. I’actually mentlon thls on behalf ct

7fﬁf“5enator Eentsen, vho had a: concern.

"5eij&1ri The Chalrman.' I understand the Administration mlght like

\

\

|

_ 15 l” 1&?m11110n wlthln each state vould go to areas of high

jwtc he heardfjust on: the amendmentm

Thank you, Mrf Chalrman.

P The-hdmlnlstratlon is opposed to the- $200 millien
réi;ado;on.~ I reallze,‘Hr; Chalrman, that it is your intent tc

éﬁAaccept thls amendment- I wculd urge the Committee tc

' ) o zu.conclder leav1ng off any. kind of targeting of funds to

25: certain areas,,and the reascn is this: - 0f all the tlock
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‘riﬁﬁ'grantsrthat‘we'manege-vithin'the Department, this is, if ycu

Z*vill; the.cleanest.block grant in the sense that it has very

3 few strinQSfattached for the states.

5 under .the sccial services blcck grant.

“ 8i

‘Lemehdgenth?

The states have managed their resources very, very well

They are free tco

'TS target thelr funds to- chlldren or to the elderly or

uhatever. Ihere are restralnts agalnst u51ng the moneys for‘

S A — - e

oonstructlon,xfor example. Moneys are limited to sccial

more obJectlonable.

H.

_; Lt

before-

- Hhat do. you say, Bill?

bﬁvculd hate to.see the states ccnstrained 1n any

,uay to targetlng, elthez 1n terms of areas or in terms of

-that sortuof thlng- He would urge you to take that into
;couslderatlon'lf‘you are g01ng to add on the*money,
[he Chalrman-h I.thlnk the Admlnlstratlon oppcses the

Haybe‘ve should not try to complement it by

xSenator Chafee°' Hr.«Chalrman, let me just say this.

'.Houee has thls in lt. I am. prepared t¢ gc with it as

ol and then let us see. By phllocophy I am not for targeting

ALDERSON REPORTING COMPANY, INC.
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:orlglzally proposed, w1thout~the targetlnq, and listen to. the

‘arguments that seem valld a= presented by the Admlnlstratlcn,

* too much,.andtI think-the Rdministration has not argued this



»d:l.scretlon o

Aﬁ e Sénafor'Bradley:'.Hy'cnly=coﬁcern'is'1‘fhink‘tﬁe

2. Committee has,. as you have said, accepted it énd’tries<to
3 hold it in conference. The fact is, if we would add the

&vtargetlng section ve vculd te sure to have ite.

5 Senator Boren: . Is it in the Hquse bill?
.8 Senator Bradley: Yes.
"“Ltffff:§éhatorfé6ren: 'Eell, I really an. ccncerned abcut havlngfuy

[T

'.E&Ito try . to deal with. these programs as a governor .. T am

‘ﬁconcerned abcut tlelng the =tates hand< here. I thlnk thatf'

Efthere arefen ugh restrlctlons. and I trust local unlts of

':ﬁ}t\gcvernment enouqh. the governor and the- state leglelature and
oz the state departmentsﬁ They are 901ng to be very <Gn°1tlve:

“mﬁ1sj$3to uhere their local problems are, Hhere thelr pockets of>( _ 

.{pcvertr~are"and unemplcyment» 4A¥*

r Justrremlly,-livould rather leave lt tc the‘ ‘

the state governments”- '

:VVQJT?'“ The;Chdlrman& Rell, I think Ve are wllllnq to accept the

- '}-‘18§i,>‘amendment. L

Senator‘Eradley: Let us accept the amendment, Nr..
c;Chairman,xand.ve will deal wlth the targetlng questlcn.

The Chalrman. We vlll teport out the: blll Hlth the

-Ztlamendments we agree to.

8

Senato::Bradleya dre. Chairman, I-would like tc cosrpcnsor
24 the amendment with Senator Chafee.

25 ,- The Chairman: In the meantime, in fact, the labcer
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’1f Deosleifl-have.asked“them tc:waie in- the event'that;Seeatcr;
2 Heinz® staff or'Senetorluoynihan's.staff or anybody else

8 wants tc have any input now on some iﬁeas tﬁey might have, if -
4 they can come up vith a better suggestion.

5 I do want to commend the Labor representatives, lecause
’&iﬁheyihaxe.been"ucrkihq en this since last Friday trying.tc
'T;come up v1th some’ falr tesponse,band I thlnk they have done i:;
&van excellent Job. Eut if there is a: better way to dc lt,.

_thhen perhaps Senatoz Belnz -and Senator Hoynlhan and cthers lg;

1l¢1cou1d delegate someone;:
lf»e _ Seuator Helnz;' Thank ycu, Hr» Chairman..

12 Senator Bradley: Hr. Chalrman, Ccﬁld ¥e just add Senateﬁef

18 Hoynlhan as: & cosponsor‘of the Chafee amendment?

'*flffir The Chalrman. We Vould he happy tc.

Senator Pryen-ﬁ Br, Chalrman, are you throngh uith th1='  -

"?Tf?i' The Chalrman: He~tﬁeudhtfwefﬁere through with

jﬁ? everythlng.a

e 1@:;;l Senator Pryora— I do no.t. thluk you. have aeked the bill tc

*?Qm?he repcrted, 1s that“ccrrect’ 'And until. you-do -- T

Zﬁ‘understand that Senator‘ﬂatcunaga may want to be reccrded on

the p:eviouS“vote on disablllty.. And I do nct want . to delay

22

23 it furi_:her..
24 The Chairmans As-a matter of fact, Senatcr Grassley:left
25

the room and Senator Packwocd is not recorded and Senatcr

ALDERSON REPORTING COMPANY, INC.
440 FIRST ST., N.W.; WASHINGTON, D.C. 20001 (202) 628-9300
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Durenberger is not recorded..

Hr. Chalrman, lf we are going to order the bill reported,

Hr. Le Arments

Er. Grassley is reccrded.

- maylte we: would want tc wait. - Put if we order the till

reported-and'then ¥r. Hatsunaga changes the recsult, ie wculd

have to come back ln and vote- agaln, because then ycu uould

’_ﬁéfe"'tie vcte and youn suhctltute _wculd nct have

disabllltyjfcr 31x mcnths lf we want to play hardball.. He-

are g01nq'to tty to re:olve lt ‘in. three months, but I wouid-

like to-accommodate the ranklng member on the other e1de, uhc'u

’does ot have'the'same v1ew

He doec nct thlnk

that ue have.

'A;_cn the same team here. Eut I.aw'vllllnq:tc wait if

Senato:*!atsunaqa vants to vote.

Ruscell cr Dlrkseﬁ

{-Is Senator Hatsunaga ln the»Hart or

Rty

BUlIdlng?

Senator Dole mlght tell us the latest joke he has heard,

1£ that uould be approprlate, to keep us here for a month. .

The- Chalrman.

leave»

As far as I am concerned, we are ready to

. ALDERSON REPORTING COMPANY, INC.
440 FIRST ST., N.W., WASHINGTON, D.C. 20001 (202) 628-8300
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{i) R L Senator Boren. Hov many precincts are not recorded: yet?
A The Chalrman. Re have three rrecincts.
, : i I think‘ maybe a better ccurse would be tc just nct offer

} any amendment.and fight this issue-ont ocn the flecr. If ycu -
5 want to offer three months for six months, I would be wllllng
33 to do that, to- Hlthdraw the c1x-mcnth proposal and leave 1t

iﬁjopen and see vhat happens.

e TS e i 1 i s by SN Syt Syt S et R L L TN _,_4,._»,«:_,.,-.. Al e e e

’ &3';r‘Senator Pryor. Well let me- see 1f thls would he.

j.i prope';“ to ask unanlmous consent that Senator Hatsunaga be,ff:f

:71tfr£port the blll.g Is that a falr request’- I wlll not make lt |

'--1zfif it ls not falr.--

teﬁkrmentx-:ﬁ Chairmanﬁ ve have had thlc problem

ihere the results change the outcome.

_h lrmana That uould not.prejudlce anybody. We know :

itiis gc1ng tOﬂbe threer month four mcnths. flve mcnths, cr f

v 51x months. Haybe 1f I Just wlthdrew the- suhstitnte, so - that

”ﬂjaf everybody,'lncludlng the others who did not. record - and

i-_;lnterested in thls,and Senatcr Levxn-
' 22?3.’ I am v1111nq to do that, vhich would put us rlght back to
mesouare one,. I guess.. : - -
) . '::-m&.” : Senator'Heinz: Bell,.wnat Iength cf time vould_it have

26: in it?

ALDERSON REPORTING COMPANY, INC..
440 FIRST ST., N.W., WASHINGTON, D.C. 20001 (202) 628-8300".
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't:ﬂf’f&né?cﬁ;irméd.~ Heii;;it.;ou;dnge —-~i; voﬁld have no
rﬁfleﬁdth-cf-time~. You uénld cfferithe three months.

$ . - Senator Heinz: Itlwpuld be an extension with nc length
4 of time? |

5: Mr. De A:ment@ Ko, there would te no provisicn in the

"{The Chalrmanz If you have the votes on three months » 1t ;;

[ 0-4:—-4~~

'ff&iwculd he a- three month extenSLcnm ;

'*;ja?b.;gSenato:~He1nz.

Hr‘ Chalrman, that ls okay wlth Fee. Itji.f

mcves”thlngS’rlght along.

: ‘Chairman& 0therw1se, when:Sparky:votes ve will hééé;;ﬁ

: 1& a problem. -

Senatoc'Pryorz~ Ey‘the vay, I do: not Know hou ¥r.

' 213 ' The Chalrman. -Yes.f

& billl. T o L e
|

A2$’ ;[Hheteupon; attQ:SS DPeB e, the Ccmmittee was adiccrned.]
\

ALDERSON REPORTING COMPANY, INC.
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COMMITTEE ON FINANCE
Executive Session
Thursday, September 22, 1983
Room SD-215

10:30 a.m.

AGENDA

1. Extension of the Federal Supplemental Compensation Program
(Attachment A) '

[\™)

Extension of provision allowing for the continuation of
Social Security disability insurance benefits during the
appeals process (Attachment B)

3. Extension of provision permitting payment of Federal
matching payments for voluntary placement of children
in foster care (Attachment C)

4. Extension of the International Coffee Agreement
(Attachment D)



Attachment A

UNEMPLOYVMENT COMDENSATION

1. Federal Supplemontal Compensation (FSC) Progranm

Current Law

The F3C projram expires on Septamber 37, 1923. It provides

four categories of benefits: (1) basic besnefits; (2) additional
benefits; (3) transitional hencfits; and (4) phase-out benefits.

after dMarch 21 1923. The maximum number of weeks available to
I

individuals, breaks down by State unemploymant levels:
[ 4

a. 14 weeks in States with insured unemployment rates
(IURs) of at least £.179

~

N

-
B

b. 12 weeks in States with TURs of at least 5.6%, but les
than 5.0%

C. 17 wecks in States with TURs of at lcast 4.0%, but less

than 5.9%; and
a. 8 weeks in all other States.

Initially, the Congress limited the maximum number of weeks

in a State in the first week after April 1, 1933, to no morc than

4 weeks less than the maximum number of weeks payable in the
State as of March 27, 1933. A recent amendment (P.L. 93-92)
changed this in Scptember 1993 to frecze the maximum number of
weeks payable under FSC in States that hal already dropped at
least 4 weeks since March 27 to that available for the week of

July 24. Also, individuals who were on FSC before June 5, 19°3,

are to lose no more than 4 weeks of duration compared to that
available in the week of March 27, 1283,

2. Additional benefits g0 to individuals who axhausted
their FSC entitlement before April 1, 1923, The maximum number
of weeks available to these individuals is:

a. 7 woeks in States with &#n IUR of at least 5.0%;
I>. 8 weeks in States with an TUR of at least 4.01%, but less

than 6.1%; and

c. f weeks in all other States.

1 Basic benefits jo to individuals who began receiving FSC

-~




3. Transitionsl benefits go to individuals who received FSC
before April 1, 1983, and have some F3C entitlement remaining.
They could recceive basic and aiditional henefits, but the
combined amount may not exceed the maximum number of basic FSC
benefits available in the State bhefore March 31, 1953.

4. Phasc-out benefits go to individuals who have not
exhausted their FSC entitlement on September 38, 1983, when the
program expires. These individuals would be eligible to receive
up to 57 percent of their remaining FSC entitlement. No new
claimants would bes added to the FSC program on or after September
3%, 1982,

Brief History

The Tax Eguity and Fiscal Responsibility Act of 1982
(P.L. 97-249%) authorized the FSC program on Septamber 3, 1932,
for a2 period ending on March 21, 1983.

The Surface Transportation Assistance dct of 1982
(P.L. 7-425%) increased the mavximum number of weeks to 14, 14,
16, or 8.

The Social Security Amendments of 1293 (P.L. 98-21)
reauthorized the current FSC program (described under Current
Law) through September 37, 1633.

Cost of Progran

The Department of Labor estimates that the FSC program will
pay some $5.5 billion in benefits to over 5 million claimants
from September 12, 1982 through September 37, 1983. FSC bhensafits
are funded entirely from Federal general rcvenues.

Proposal

The FSC program would be extended for 18 months (through
March 31, 1985). The program would bz modified as follows:

a. 10 weeks of FSC henefits would bhe available in States
with insured unocmployment rates (TIURs) of at least 5.0%;

b. 8 weeks of FSC henafits would be available in States
with IURs of at least 4.7%, but less than 5.0%;

0

. 5 weeks of FSC henefits would be available in States
with IURs under 4.0%.



Estimated Cost

The Department of Labor estimates that the proposal described
above would have a cost of $3.15 billion over the 12-month
period. Fiscal year 1934 costs are estimated at $2.2 billion of
the total.




ATTACHMENT B

COMTINUED PAYMENTE DURING APPEAL

Present law.--2 social security disability insurance (DI)
benaficiary who is found tc b2 no longsr disabled under the
provisions of the Social Security Act ccntinues to receive
benefits for two months after the month in which his eligibility
is determined to have ceased. (As an adminisrative practice,
individuals are now generally found toc be "no longer disabled" no
earlicr than the month in which the individual is notified of the
termination decision.)

The individual may request a reconsideration of the decision,
and if the termination is upheld, he cr she may appeal the
decision to an Administrative Law Judge (ALJ). If the initial
termination decisicn is reversed, benefits are payable
retroactively.

Under a provision in F.L. $7-455 (enacted January 12, 1983),
individuals notifi=d of a termination decision may elect to have
DI benefits and Medicare coverage continued during appeal -- in
particular, through the month precazding the month of the ALJ
hearing decision. Aadditional DI benefits are subject to recovery
as overpayments if the initial tevmination decision is upheld.
This provision applies only in the case of termination decisions
rendered before October 1, 1983. (In no case may rayments under
this provision continue beyond Junc 12€84.)

Possible amendment.--Temporarily extend the provision
allowing for the continuaticn of DI benefits and Medicare
coverage during appeal tc an ALJ. The individual's option tc
have benefits continued would be granted in the case of
termination decisicns rendered bofore November 15, 1983. (In no
case would payments be made under this provision beyond July
1984.)

OASDI Cost (in millions)

FY&4 FY85 FYZ6 FYg7 FYyss FYS54-88
$ 15 $ 5 S 5 $ 3 § 2 £ 30

*SSh rstimates.




Attachment C

FOSTRR CARE AND ADOPTION ASSISTANCE
(TITLE 1V-E, SOCIAL SECURITY ACT)

1. Extend Authority to Fund voluntary Foster Care Placements

Current Law

The Adoption Assistance and Child Welfare Act of 1987
(P.L. 95-272) included a provision authorizing Federal matching
on a temporary basis for payments made on behalf of children
voluntarily vlaced in foster care. The statute provides that, in
those States that have implemented specified foster care
protections and procedures, Federal foster care matching funds

are available until September 32, 1982, for children who have

been voluntarily removed from their home (without a judicial
determination), if such removal is pursuant to a voluntary
placement agreement. The voluntary placement agreement must be
removable on the part of the parent unless the child welfare
agency objects and obtains a judicial determination that the
return of the child to the home would not be in the best
interests of the child. There must be a judicial determination
of a voluntary placemant within 3 months to the effect that such
placement is in the best interests of the child. The Secretary
of Health and Human Services must report annually to the Congress

on the number of children placed under this provision.



Proposal

The voluntary placement provision would be extended for one
year, to September 30, 1984. The Secretary of HHS would then
have the opportunity to issue a report on the number of children
placed under this provision and the cost of the voluntary

placements.

Estimated Cost

Negligible.
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MICHAZL STERN, MINORITY STAFF DIRECTOR

September 20, 1983

TO: MEMBERS, COMMITTEE ON FINANCE

FROM: FINANCE COMMITTEE TRADE STAFF

SUBJECT: MARKUP OF S. 1847, LEGISLATION TO AUTHORIZE THE PRESIDENT
TO CARRY OUT AND TO ENFORCE THE 1983 INTERNATIONAL
COFFEE AGREEMENT

Attached are materials for the markup of S. 1847, a bill to

reauthorize the President to carry out and to enforce U.S. obligations

under the International Coffee Agreement. (ICA).

The current ICA, which came into force in 1976, expires on
September 30th. The Congress authorized the President to carry out
and to enforce its obligations, like its predecessors, in the
International Coffee Agreement Act of 1980. That authority also

_expires on September 30. Pursuant to that law, the President

implemented Customs procedures to ensure that coffee not covered
by the ICA did not enter the United States, and to regulate coffee
trade in other ways to implement U.S. obligations under the
agreement. '

S. 1847 would amend the International Coffee Agreement Act
of 1980 to continue its authority with respect to the 1983 Agreement.
The authority would continue for the life of the Agreement, 6 years.




The International Coffee Agreement

The 1983 ICA is the fifth in @& series of such agreements
dating from 1963. It would replace the 1976 agreement, which
expires September 30, 1982, The Congress last year extended the
President's authority to carry out U.S. obligations under this
agreement until September 20th.

Like its predecessors, the 1983 ICA is designed to stabilize
coffee prices within an agreed range ($1.15-$1.50 per pound).
Export quotas, buttressed by stocking regquirements, are
established amcng the coffee producing nations in order to
maintain prices within this range. OQuotas are reduced, expanded,
or suspended for this purpose. Consuming countries agree to
regulate imports to support the guota system, and they
participate in the negctiations determining the aggregate annual
gucta and its distribution among types of coffee.

Operation of ithe agroement is conducted throuah the
International Coffes Organization, headquartered in London. The
ICE covers nearly 95 percent of coffee traded world-wide, and is
adhered to by nearly all exporting and importing countries.
Votes in the organization are distributed on a weighted basis
among producing and consuming members; the United States is
entitled to 20 percent of the consumers' vcotes.

The Administration supports centinued participation in the
ICE because it believes the agreement contributes to stability in
coffee trade without significantly restraining market forces thnat
normally determine price and supply. The stability is important
because coffee exports account for over 50 percent of total
export earnings of 7 countries, and between 20 and the 50 percent
for 9 others. A predictable coffee market assures some measure
of economic--and in many cases, political--stability in these
countries. On the other side, the major U.S. importers support
the agreement as a way of ensuring stable supplies. The Kational
Coffee Bssociation and the consumsr advisers to the ICA
nagotiating team support the agrecnent.

S. 18§47

$. 1847 would renew the Presidant's authority to carry out
and to cnforce U.S. oblications under the 1983 ICA for its 6-year
life. Current authority relating to the 1976 agreement expires
on Sentember 30, 1982,

Ry this renewed authority, the President could continue to
regulate coffee imports to prcohibit the entry of non-quota
coffes, to require any coffee exported from the United States to
be documented propecrly, and to take other regulating actiens
necessary or appropviate to implement U.S. obligations under the




agreement. The law further requires the President to take action
in response to market manipulation by members of the
International Coffee Organization, if he determines the existence
of such conduct. Finally the authority, if renewed, would

require the President to submit an annual report on the operation
of the 1983 ICR.




COFFEE EXPORTS AS A PERCENT OF TOTAL EXPORTS, 1981

—
- - Coffce Exports as a ‘Percent™
Country -~ el of Total Exports ~ =~ - _
"Brazil 5.5
Burundi 87.5
Cameroon 21.7 *
Central African Rewubllc 27.4 *.
Colombia : 50.0
Costa Rica 23.4
Dominican Republlc 6.4
Ecuacéor 4,2
£1 Salvador 57.3
Zthiopia . 30.7
Guatemala. 22.6
Haiti 19.5
lflonduras 24.6 *
India 3.2 (&)
Inéonesia 1.8 (F)
Ivory Ccast 31,1 %
Renya 20.6
ltadagascar 53.2 *
Mexico 2.9 *
Nicarzqgua 36.8 *
Papua Wew Guineca 13.0
_Paraguay 0.4
Peru 3.3
Philippincs 0.9 ()
Rwanda 52.8 *
Sierra Lecne 16.8 *
Tanzania 23,4 *
eCo 7.9 *
Uganda vg.7 *
Zaire 14.8 °

(E) Estimate
* 1980 .

** 1979 -
Source: IMF, International Financial St.atisntics, 1982
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98tH CONGRESS
1ST SESSION o 1 847

To authorize the President to carry out and enforce the International Coffee
Agreement, 1983.

IN THE SENATE OF THE UNITED STATES

SEPTEMBER 15 (legislative day, SEPTEMBER 12), 1983

Mr. DaNFORTH (by request) introduced the following bill; which was read twice
and referred to the Committee on Finance

A BILL

To authorize the President to carry out and enforce the
International Coffee Agreement, 1983.

Ju—t

Be it enacted by the Senate and House of Representa-

tives of the United States of America in Congress assembled,

W

That, the International Coffee Agreement Act of 1980 (19
U.S.C. 1356k, et seq.) is amended—
(1) by striking out “1976”" in sections 2, 3, and 5
and inserting in lieu thereof * 1983, and

(2) by striking out “prior to October 1, 1983” in

@D 1 o ot

section 2.

O




e. International Coffee Agreement Act of 1980
Public Law 96-599 [H.R. 3637}, 94 Stat. 3491, approved December 24, 1980

AN ACT To carry out the obligations of the United States under the International
Coffee Agreement 1976, signed at New York on February 27, 1976, and entered
into force for the United States on October 1, 1976, and for other purposes.

Be it enacted by the Senate and House of Representatives of the

United States of America in Congress assembled,

Section 1. This Act may be cited as the “International Coffee

Agreement Act of 1980".

IMPORTATION OF COFFEE UNDER INTERNATIONAL COFFEE AGREEMENT
~ 1976; PRESIDENTIAL POWERS AND DUTIES

Sec. 2. On and after the entry into force of the International
Coffee Agreement 1976, and for such period ‘prior to October 1,
1982 as the agreement remains in effect, the President is author-
ized, in order to carry out and enforce the provisions of that agree-
ment— ' ’

(1) Yo regulate the entry of coffee for consumption, or with-
drawal of coffee from warehouse for consumption, or any other
form of entry or withdrawal of coffee such as for transporta-
tion or exportation, including whenever quotas are in effect
pursuant to the agreement, (A) the limitation of entry, or with-
drawal from warehouse, of coffee imported from countries
which are not members of the International Coffee Organiza-
tion, and (B) the prohibition of entry of any shipment from any
member of the International Coffee Organization of coffee
which is not accompanied either by a valid certificate of origin,
a valid certificate of reexport, a valid certificate of reshipment,
or a valid certificate of transit, issued by a qualified agency in
such form as required under the agreement;

(2) to require that every export or reexport of coffee from the
United States shall be accompanied by a valid certificate of
origin or a valid certificate of reexport, issued by a qualified
agency of the United States designated by him, in such form as
required under the agreement;

(3) to require the keeping of such records, statistics, and
other information, and the rendering of such reports, relating
to the importation, distribution, prices, and consumption of
coffee as he may from time to time prescribe; and ’

(4) to take such other action, and “issue and enforce such
rules and regulations, as he may consider necessary or appro-
priate in order to implement the obligations of the United

_States under the agreement.

(320)



321

" DEFINITION OF COFFEE

Sec. 3. As used in this Act, the term “coffee” means coffee as de-
fined in article 3 of the International Coffee Agreement 1976.

DELEGATION OF PRESIDENTIAL POWERS AND DUTIES; PROTECTION OF
INTERESTS OF UNITED STATES CONSUMERS; REMEDIAL ACTION

Sec. 4. The President may exercise any powers and duties con-
ferred on him by sections 2 through 5 of this Act through such
agency or officer as he shall direct. The powers and duties con-
ferred by sections 2 through 5 of this Act shall be exercised in the
manner the President considers appropriate to protect the interest
of United States consumers. In the event the President determines
that there has been an unwarranted increase in the price of coffee
due in whole or in part to the International Coffee Agreement, or
to market manipulation by two or more members of the Interna-
tional Coffee Organization, the President shall request the Interna-
tional Coffee Council or the Executive Board to increase supplies of
coffee available to world markets by suspending coffee export
quotas and to take any other appropriate action. At the same time
he shall report his determination to the Congress. In the event the
International Coffee Council has failed to take corrective action to
remedy the situation within a reasonable time after such request
the President shall submit to the Congress such recommendations
as he may consider appropriate to correct the situation. In the
event that members of the International Coffee Organization in-
volved in market manipulation which has resulted in price in-
creases have failed to remedy the situation within a reasonable
time after a request for rememdy, the exercise of the authority set
forth in section 2 of this Act shall be suspended until the President
deteranines that effective market manipulation activities have
ceased. : :

REPORT TO THE CONGRESS

Sec. 5. The President shall submit to the Congress an annual
report on the International Coffee Agreement-1976. Such report
shall contain full information on the operation of such agreement,
including full information with respect to the general level of
prices of coffee and matters pertaining to the transportation of
coffee from exporting countries to the United States. The report
shall also include a summary of the actions the United States and
the International Coffee Organization have taken to protect the in-
terest of United States consumers.
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