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EXECUTIVE SESSION
LEGISLATION REQUIRED BY RECONCILIATION
INSTRUCTIONS IN THE FIRST BUDGET RESOLUTION
WEDNESDAY, JUNE 18, 1980
United States Senate,
Committee on Finance,
Washington, D. C.

The Committee met, pursuant to notice, at 10:00 a.m.,
in Room 2221, Dirksen Senate Office Building, The Honorable
Russell B. Long (Chairman of the Committee) presiding.

Present: Senators Llong (presiding), Talmadge,
Ribicoff, Byrd, Bentsen, Matsunaga, Boren, Bradley., Dole.,
Danforth, Chafee, Durenberger.

The Chairman. Let me call this meeting to order,
please.

My thought is that we might agree in theory on some of
these cuts. There were some alternatives. Because there is
a deadline, I think we ought to talk about. the spending part
of the program.

Let me ask Mr. Stern. How long do we have to report
our recommendations?

Mr. Stern. There are two separate deadlines, ¥r.
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Chairman. The deadline relating to the spending cuts is
Wednesday, June 25th. The deadline with respect to the
revenue changes is Wednesday, July 2nd. So, I would suggest
that yqu.try to complete the action on the spending first,
because after that we would have-tq draft the language and
the report type language in order to get it done in tinme.

If necessary, and you gere not able to complete the
revenue matters‘toiaf or tomorrow, you do have sessions
scheduled for next wéek, and it could go over if you were
unable to complete action by then on revenues.

But I think to meet the deadliﬁe on spending and be

able to draft the language and the report language, you

- would have to complete your decisions by tomorrow on the.

spending.

The Chairman. _Hell, then, I think we had better
concentrate on the spending end of it then, and see if we
could make decisions on thag, because that is where the
deadline is going to hit us.first.

Furthermore, let me say that after yestetday's-meeting,
there was discussion about the problem of these small
royalty owners who are very numerous, and many of them have
some production under stripper wells where they have been
decontrolled, and then where the tax was put on them after

they were decontrolled.

Now, that is the part of the group that had a net
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reduction in their income because of the windfall profits

tax. Yost of -the others had increases from the decontrol
that offsets. So, most people would find their overall
income increased. But this particular group, a lot of thenm
living on social security checks and things like that, have
had their income reduced, and it is a hardship to them.

So, Mr. Boren discussed the matter with me, and Mr.
Bentsen{ and Mr. Dole is interested in that, and I would
like to ask the staff to work on these proposals, as to how
you might take care -- not the producers, this were royalty
owvners who have been adversely affected -- and see if you
can find a way that we can look for some equity on their
situation.

It has already been decontrolled. It was. the judgment

of Congress that those were stripper wells, they shouldn't"

“have to be under the control, so they have had a substantial

reduction in their incbme.

Senator Dole can tell about it when he is here, Senator
Boren again, and Senator Bentsen is familiar with the
problem, and I would hope that we could be considering an
amendment that might iake care of their problems. If they
had been as well represented -- I say as well, if anyone had
been here explaining their problem, and with representative

people to look at that audience there, when you saw what

their situation was, I don‘'t think we'd have put the tax on
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there, and I think that we ought to try to find a way to at
least take care of those who have né more than $30,000
income or something of tﬁat sort, because a lot of those
people really have sort of a hardship situation, and I would
like to see us correct it if we can.

What can you tell us, then, Kr. Stern, about the
spending part of it?

Mr. Boren, just before you got here, I was saying I

would like the staff to. get us some estimates and see what

-information they can provide us with regard to trying to

find some possible relief for these small royalty owners. I

‘have in mind particularly these little peopleAliving on

social security checks and things_like that, who have been
caught by that windfall tax who I don't think would have
been taxed if we had known who they were and what their

situation is. If they had been as well represented as the

'majo: companies, or even the independents, I don‘*t. think

they would be paying the tax they are paying right now.

Senator Boren. I think you are right,'Hr. Chairman. I
hope we can work out something. Senator Dole and I held
hearings on that in Oklahoma City and Great Bend --

The Chairman. Oklahoma City and wvhere?

Senator Boren. And Great Bend,'Kansas. We had over
2,000 people at the one in Oklahoma City, and about 1,500 to

2,000 in Great Bend. We polled the group that was there,

ALDERSON REPORTING COMPANY, INC,
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and I asked how many were on social security, and about
three-fourths of the group stood, and I said, how many of
you are receiving $100 a month or less, and again a majérity.
They have experienced a roll-back in their checks, and
countless numbers of them that said they were getting §80
and they lost $30 because of the tax..
¥ost of those people bought those things asiretirement
programs, so we afe really taxing this particular group, I
think, in a very unfair way, and if we can find some way of

helping the ones, particularly the lower income people, I

‘think, that are hit this way, it would be an important thing

for us to do.

The Chairman. I asked the staff to work.on that, to
see what estimates you can get and what kind of suggestions
you Eould make.

'Hr. Shapiro. Severﬁl Senators have discussed the
matter with us; We are putting together options for the
Committee, and ways to raise the comparable amount of money,
so we will have. that prepared for the Commiftee tomorrow.

In addition, when we left yesterday, the Committee
asked us to put together a proposal on the decontrol COET
policy, and that is available for distribution s§ that
Committee members can look at that before the sessioh

tomorrow as well.

The Chairman. Fine. XNow, let me suggest, ¥r. Stern,
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that you move us over into the spending area, because maybe
we could make some decisions over there. We have got to
raise money on the one hand, and we've got to cﬁt spending
on the other. I think you will find more appeai for some
Senators, at least, in some of the spending cuts.

So, why don't you tell us what you think might be_

possible and what your group can come up with as possible

‘ways that we might manage to come within the budget on

spendinge.

Mr. Stern. All right. XNr. Chairman, you have before"

-you a Document 1A, called Spending Reductions Under

Beconcilliation Process, a legal sized document, and the top
part of that table, Paft 1, refers to spending reduction
provisions that have already been approved by the Finance
Committee or fhe Senate or the Congress. The numbers on
this table are the savings of various ptoposalsAcompared
vith the amounts that the Budget Committee had in its
present law base.

So, for example, Items 1A and 1B refer to savings
provisions in two bills, the Social Services bill and the
disability bill, which have become law. The two of those
together result in outlay reductiohs of $225 million, so you
already have put into éffect $225 million out of the $2.2
billion that is required under the reconciliation

resolution.
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There are two columns that show on this chart. The
first column is budget authority, the second, outlays.

"Budget authority"™ is a term that generally means

appropriations, and for general fund programs, it is usually

the same or somewhat higher than the outlay figures. In eh

case of trust funds, budget authority refers to the

'appropriation of money into a trust fund, and therefore it

bears no relation whatever to outlays, and you will see as
ve go along that in the general fund programs, the budget
authority and outlay figures are very similar, but in the
trust fund programs thére is no relationship.

In this discuésion, we will concentrate on the outlay
figures, because that is traditionally where the actual
éxpenditure reductions have.to occur, and that is where you
actually measure the effect on_fhe deficit.

So, the Committee already can take credit for $225
million in those two bills that have become law.

Moving on to Item Number 2, these are savings
provisions in two bills that have been approved by the_
Senate. The first one, an unemployment compensation bill,
involves several provisions which CBO estimates now will /
save $155 million in outlays in fiscal year 1981, and 2B
refers to those provisions'of the Social Services bill that
save money and were not agreed to in conference with the

House.
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Those two provisions both relate to aid to families

with dependent children.

The Chairman. On what basis did the House refuse to

.
]

agree to those?

Mr. Stern. The refusal was not on substantive grounds,

but on procedural grounds. Their view was that although the

House itself had agreed to these provisions substantiveiy,
they had agreed to.them as part of their Qelfare reform
bill, and they didn't vant to consider these savings
provisions-outside of the context of the Welfare Reform
Bill, but in fact both provisions have been passed in
similar form by the House as part of that bill.

One relates to the earned income disregard under AFDC,
and the other to the treatment of step-parent income. So,
those two provisions would result in savings of $229 million
in fiscal year 1981, and have béen-approved bf the Seﬁéte.

Item Number 3 are savings provisions ;hat have been
included on Medicare and-Médicaid, which woulq save a little
less than $500 million in fiscal year 1981, and these have
been approved by the Finance Committee, although the Senate
has not acted on them yet.

So, if you just look at savings provisions that have
already been approved by the Finance Committee or the Senate
or the Congress, you already have $1.1 billion, or a half of

the $2.2 billion that you are required. .
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The Chairman. It seems to me that that is the easiest
partqof it. We discussed that in a Democratic caucus
yesgerday, and ve had almost all of our people there, and so
;far as I could see, there is general acceptance, no real
opposition to it. That is-stuff ve have already done, and
apparenkly that is agreed to on the Democratic side of the
aisle, if those on the other side of the aisle will go alorng
with it.

Theée are things that our Commi;tee has already given.‘
its approval to. I think we could start out by agreeing to
that, and then we could move on to the rest of them, if
there is no objection. It can always be téopened if you
want to.

Mr. Stern. All right. There remains, then, $1l.1
billion. The list of staff suggestions here adds up to $3.3
bil;ion, so you would only need about a third 6f that total
amount.

The Chairman. Now we start over here on the ifems
wvhere he thinks we might come nearest agreeing on fﬁlfilling
our recommended reddétions in spending.

Go ahead, now. - You are talking about 4A -- or are you
talking about UA?

Mr. Stérn. All right. Moving on to Part 2, these are

suggestions that the Committee has not acted on yet, and the

first three -are in the health area, and I will ask Nr.
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Constantine to explain then.

I might mention that 4-A does not result in savings in
fiscal year 1981. We did put it on the list, however,
because it is d modification of a Committee provision that
is included ih Item 3, which would have substantial savings
in the next two years compared with the Committee bill.

Kr. Constantine. ¥r. Chairman, in H.R. 934, in the
hospital reimbursement refornm, thefe is a provision for
payment of incentive payments to hospitals which\are more
efficient, that is, below average in cost, as opposed to
those who are above average in cost for providing similar
care.

We vould suggest for your considétation that the
incentive provisions be delayed for two years, that the
penalty provisions apply, but not the incentive payments,
fof twvo years.. Some of the hospitals have talked to us
about that as well. Their concern is that the Commission,
which was established under the Committee bill, should work
on this and make sure that the incentive payments go to the
proper hospitals and someone not get an incentive payment
inappropriately.

Novw, that provision does not save a very substantial
amout in fiscal 1981, but it does save significant amounts
in 1982 and 1983. It makes a swing in those years. And we

would suggest that. We have talked to the American Hospital
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Association about that as well, and they would prefer a
delay in theAincentive payment portion.

The second provision deals with ancillary services,
that is, non-routine hospital cére, ex-ray, laboratory.,

pharmacy, and so on. In the Committee Approved bill, it

provides for bringing in ancillary services on an as-ready

basis. That is, as the capacity to equitably compare those
kinds of departments in the hospital is developed by the
Commission. As the state of the art improves, they would be
wvoven in. They are'authorized to bring them in.

- now, we have two recommendations. One is for CBO's
purposes. The Committee intent is very clear, and we think
it is qlear that it is intended to briné these in. We would
simply say. that the Committee, Number One, should say that
ancillary services are to be covered on an as-ready basis
rather than authorized to be covered on an as-ready basis.

It is one of those niceties, subtleties, that CBO, I
guess, insisted on for estimating purposes. We regard that
as4a technical change.

Senator Dola. Does it save any money?

Mr. Constantine. Yes, sir, it saves money in future

years. Now, fhat is -- the first part is to deal with the
long-range thing on --
Senator Dole. What are you on, Item u4-B?

Mr. Constantine. Four-B, Senator.

ALDERSON REPORTING COMPANY, INC,
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Senator Dole.: Right.

Mr. Constantine. Now, the second part, on an interim
basis, until the ancillary seévices are brought in under the
== in vhole or part, eligible for incentive payments, one of
the things which the Committee could consider is an interim
limitation on reimbursement under Medicare and Medicaid for
ancillaries, allowing them a rate of increase equal to a
market basket index of the goods and services which
hospitals purchase and are used in the production of thoge

i

ancilla;yAservices, as vell as an intensity factor, that is,

“for expansionrof services and further development of

services to those.hospitals,which are at or below or
somewhat abéve the average for-similar hospiﬁals in their
group, as well as those hospitals which have unusual costs
resulting from certificate of need approvals.

Tﬁat is,:if a new service comes in‘that is approved and

it does result in increased cost, that that be passed

‘through for these purpdses. Now, CBO estimates that that

woqld save on the order of $200 million in fiscal 1981. It
is a form of hospital cost containment on an interim basis
for Medicare and Medicaid with reSpect.ﬁo ancillary
services. It is an interim approach.

Item C is the periodic interim payment approach under
which Medicare -- hospitals are ordinarily paid within --

the processing time is about what, six weeks, Bob? Six to
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eight weeks from the time that a hospital submits a bill
until the time that it is actually reimbursed.

On a cash flow basis, hovever, Medicare makes interin
payments on about a three-week baéis. Now, the effect of
those interim payments is, according to CBO, about $675

million more than we would otherwise pay.

The Committee has a couple of options in this area. It

actually has three, at least. One is not to do anxtﬁing.
The first option is not to change that at all.

Senator Dole. That is what we did in the past. We
have rejected this before, haven't we?

Mr. Constantine._ No, sir. It wasn't raised with the
Committee in the past. It was never formally presented to
the Committee for their consideration. The House is taking
this up as well, and the Budget Committees both have
referred to this.

Now, one approach would be to permanently 1lift it.
That is to say that by Septemher 1st, Bob? -- by September
lst we simply reduce the amounts that we owe hospitals by
the advances we have given them under this. That would save
$675 million, or at least reduce our expenditﬁres by $675
million;

Now, on the other hand, in the long run, thét would
cost us Jjust as much, if not more money, because the

hospitals then go out and borrow that money, and then we
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have to pay interest on the mqnef they borrow, so in the i
long run it is repaying as much if not more, because the
hospita;:s borroving‘costs are greater than the Federal
Government's.

- One approach which has been suggested for purposes of
cash flow in Fiscal 1981 might be for youf considerAtion to-
require that the monéy be recaptured not later than
September 1. However, the PIP program could be reinstated
effective October 1 of 1981. So, in effect, and in all

fairness, it is kind of a device to meet the requirements of

" the Budget Act. The hospitals have told us that they could

live with that. That for one month they go without the
periodic interim payments, but it is restored October 1.
Senator Dole. They do get their money, though?
Mr. Constantine. Effective October 1. VYes, sir. The
question is whether you do nothing, you pull it back for, in

effect, one month, to satisfy the Budget Act requirements by

~increasing our cash floviby $675 million, and then restore

it on October 1 for fiscal 1982 and subsequent years, Or you
just withdraw it permanmently. |

Senator Dole. Is that kind of a trick to satisfy the
Budget Committee?

Mr. Constantine. We wouldn't call it a trick. It is a
device.

(General laughter.)
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Mr. Stern. Senator Dole, the Budget Committee .im its

report on the first budget resolution printed a kind of a
worksheet which showed how they came up with the legislative
savings, and this was an item that they included, so to the
extent that you are wondering about the legitimacy of.using
this kind of device, it was one that the Budget Committee
itself contemplated as arriving at the legislative savings.

Sgnator Dole. I think you've got a périodic interinm
payment,-which is PIP, right?

Mr. Stern. Yes, sire.

Senator Dole. ‘Youﬂve got it named right.

(Genéfal laughter.) ‘

dr. Stern. Well, ve couidn't come up with doozy.

The hospitals have said that they could live with that
kind of an interim one-month rroblem, and it does create a
major cash flow change for fiscal 1981.

The Chairman. Dr. Mongan, do you want to speak?

Dr. Hongan. Mr. Chairman, if I could, I would like to

"take just tvo or three minutes-to bring to the Committee's

attention the fact that the Administration has proposed and
supported an alternate mechanism of getting ;avings in the
health care area that you are all familiar with. We have
proposed the hospital cost containment approach;

That proposal was considered in this Committee about

two years ago and lost very narrowly by a one-vote margin in
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Committee, and then, of course, Senator Nelson's amendment 
was passed on the Senate floor two years ago. The proposal
was rejected in the House about one year ago.

The reason I take just a moment of your time to raise
it here again today is, I think there is something
fundamentally-different between ndw and when you were
considering that two>years ago. Namely, two years ago it -
was. hospital cost containment versus doing notﬁing to the
hospitals. * Now it seems to mé yéu are loocking at two
different kinds of hospital cost containment, the kind ve
proposed or a set of these kind of prqvisions which have
been put forth by the staff and various members of the
Committee. |

Without'wasting a lot of your time comparing the two in
every detail, I would really like to just make tvo ma jor
points why I think it might be worth your while to just
re-examine for a moment our proposal.

The two are, our proposal spoke to all payers, not just
Medicare and Medicaid. These proposals speak to just
¥Yedicare and Medicaid, and I think everybody should be clear
that if you are just limiting M¥edicare and Medicaid
reimbursement, you may be saving Federal dollars, bﬁt ip
essence you are passing those expenses on to private pavyers,
which means that people who pay théir health insurance

premiums are going to pay it there.
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We think a compelling case has been made that the
controls should be applied fo all.payers so that they really
do what is iniended, namely, to cut back on reimbursement,
and not to fesult Just in an increased tax on the American
people.

The second generic point I would make about the

difference between our proposal and this other list of

proposals is that there is some pain involved in our

proposal, but it is spread relatively evehly.among
hospitals. We are talking about limiting the rate of
increase, so every institution will get an increase, maybe“
not as much as they would like to get -- in other words,
instead of getting 15 percent, they might get 13 percent.

Under this series of proposals, it is possible that

;somevfacilities could get the same as thej got last year or

even conceivably less than. they got last year, and you could
result in a situation wﬁere you could have hospitals in some
fairly despetate situations if you used these other kinds of
savingse.

So, i guess what I am saying is, it seems to me that
the situation is a little different than it was two years
ago. Namely, now you are lookind at a variety of different
ways to take $8600 million, if you will, frém hospitals, and
I think it might be worth just a moment's consideration of

whether the other one --
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The Chairman. Doctor Mongan, I know you are doing your
duty --

(Gener#l laughter.)

The Chairman. =-- or your group, your department, but
unless you know of somebody who has changed his mind about
this matter, and I don't know ahybody who has changed his
mind about it, I don{t think we will buy that.

Senator Talmadge, have you changed your mind about-the
matter?

Senator Talmadge. Well, I haven't, as a matter. of
fact. The House hasn't changed its mind either. They
rejectéd it a yeat ago. I think one that is pending on the
Senate flocor now, already ordéred and reported,. is feasible
and doable, and whét'does that say, 39 billion over five
years?

Dr. Mongan. Yes, sir. It starts accelerating. The
savings accelerate in the out years. Unfortunately, under
the Budget Act, you don't get credit for what you are saving
the taxpayers in 1982, 1983, 1984, 1985, and so on, so we
are focusing on this.,.

We were just functioning here in terms of the

government as a prudent buyer and what it is paying for

under Medicare and Medicaid, rather than reviving the

Administration's hospital cost containment proposal.

The Chairman. Well, comparing the two, one of which I
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know we all thought would m;ke a lot of people unhappy., I
would rather go along with this prqposition where we Jjust
sort of étuck our heads clear up than to put this thing into
effect that has got all the complaints that I have heard
about.

Now, on occasion I went the extra mile with the
Administration on their ideas, but I have found a lot of
people who don't like it. There are a lot of people unhappy
about that suggestion, and I would just as soon not be asked
to supbort that thing aga;n. So, it seems to me as though
the majority, even when I went along with them on it, they
couldn't get a majority in the Committee.

So, I think we ought to let it lie.

Senator Dole.. .We've got one more vote than we had,
then. -

The Chairman. Yes, sir. I guess you might say thatf
Between the two ways of meeting the problém, I would rather
go with this proposal here to just delay one month's
periodic interim payment. I think that is the easiest way
to meet that problen.

There are just too many unhappy people, ahd since that
time, may I say that the House turned it down. Isn‘t that
right? This Committee turned it down. The House turned it
down. And from my point of view, I just think we would

waste a lot of time trying to do something where the answver
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was no and nobody changed his minde.
So, I think we had better go with the other thing.vi
If there is no objection, why don’'t we tentatively --

for lack of a better one. Now, if somebody wants to vote on

some other way to make that $675 million, that is all right

with me, if they want to find some better way here, but
otherwise, I would suggest that we tentatively accept that
and go on to the next thing.

Mr. Stern. Would you also like to approve Items A and
B under 4? |

Sgnator Dole. No, I wouldn't. You are talking about
ITtem A-B?

Mr. Stern. That is correct, and 4-A.

Senator Dole. I think you are doing what Dr. Mongan
séys. You are going to cap any costs into Medicare, you are
just going to shift it to the private sector. That is your
$250 million - $200 million? |

| Mr. Constantine. $200 million, Senator.

Senator Dole. Well, we have considered this in the
past, too, haven't we? This is the one we have rejected.

Mr. Constantine. You considered it and did not approve
it. That is right.

Senator, I would suggesf, if you don't want to brove
the ancillaries, that the Item A is important, because that

does make technical changes and does save money.: . That is
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delaying the incentive payments and the reimbursement part
fog two years, which the American Hospital Association says
that they would support, and also making clear that as the
expertise -- |

Senator Dole. It doesn't save any money, does it?

Mr. Constantine. It does in the out years. Yes, sir.

In out years it saves money. It just makes clear what is

implicit and we thought was explicit in the Committee's

approved bill for CBO's purposes. It will bring in a lot of

money in subsequent years.

It just simply means that as the expertise develops, as
the state of the art advances, the Hospital Cbst Commission
in future years brings in radiology, all of these other
hospital cost centers, that is in the bill you have
approved. We would just say that they shall rather than
that they are authorized over time.

Senator Dole. Well, if you delay the payments, do you
also remove the financial incentive for hospitals . to reduce
their costs below average?

Mr. Constantine. Yes and no, Senator. They have other
incentives, obviously, pricing restraints and the high cost
ones, but also in preparation. It is only a two-year 1lag,
and additionally, Senator, to avoid penalties as well for
being substantially above average, which is already in the

bill.
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This isn't a device. It is essentially to clarify,
Senator, what is in there nowv..

Senator Dole. All right;

Senator Durenberger. Mr. Chairman, I guess I agree
with Senator Dole that if it isn‘'t effecting any savings in
1981, I would rather wait and make the decision next year.
I am not clear on what incentives or lack of incentives we
are dealing with here, and if we aren't saving anything in
1981, I would just as soon wait on A. .- |

Senator Dole. I've got a few other ways to save sone
money that are painless.

The Chairman. -Wéll, let*'s Jjust pass this over for now.

Senator Ribicoff. I don't know, Hr. Chairman. T had

to be at Governmental Affairs,.and I don't like to have the

-Cohmittee go back, but did'you consider 2-B?

Mr. Stern. Yes, sir. It was tentatively -- everything
in Part 1 was tentatively agreed to.

Senator Ribicoff. The only point I would like to make,
if it vere possible to defer that to see if there was
somewhere else before we are through we can pick up some

funds, because hére you are really dealing with the poorest

of the poor, the people who are really at the bottom of

every economic and social totem pole. Your AFBC benefits,
let's say, current law, a family's gtoss monthly earning of

$500, average state payments is $175, 3434 gives them $90.
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Other states, of course, that have higher payments,
like New Jersey, New York, Connecticut, it is $287, it goes
down to $202.

I wonder if we could have a cdmment from whoever is
here from the Department on that.

Mr. Palmer. I am John Palmer, the Assistant Secretary
for Planning and'Evaluation of HHS.

The Administration did propose some standardization of
the disregards in the FTC program in conjunction with its
welfare reform proposal, and those are embodied in the House
passed(bili. Those were done not to try to reduce the work
incentives inherent in the program, but to try to simplify
administrative procedures.

At the same time, the earned incbme tax credit was
expanded so that in effect you were not penalizing welfare
recipients, but shifting the mechanism by which they would
be supported from the welfare ﬁrogram to the more acceptable
payments out through the tax system, so that the savings
that are embodied-id the proposals now before the Committee
go much beyond the disregards that were favored by the
Admiinistration in terms of their severity, and of course,
are uncoupléd from the benefit expansions that would
compensate for that and preserve the work iﬁcentives.that

were inherent in the total welfare reform package.

Senator Ribicoff. Yes, but when you are all said and
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done, vhat do people actually lose? Forget that it is
shifted from one program to the other. What comes into the
pockets of the people involved? What is the amount?

Are my figures wrong? You are talking, the average
benefit level is $175, and now under 3434 it is $90. The
House refused to accept that, and now you are going back to
$90. 1Is that what we are doing?

Hr. Palmer. I believe that is correct, Senator, yes.

Senator Ribicoff. Well, do you think £he people ve are
talking about canAlive on that $85 difference a month?

Mr. Palmer. ‘I think it is a reduction in benefit
levels. It is inappropriate, given the --

Senator Ribicoff. Inappropriate?

Mr. Palmer. Yes, indeed. .

Senator Bradley. MNr. Chairman, I would like to second

wvhat Senator Ribicoff said, in just asking if we could hold

that back, see if we can't get our $2.2 billion somewhere

before we finalize fhat 2-B.

The Chairman. Well, it is all right with me to hold it
back and vote on.it later on, vote on it tqmorrow, but that
is something that this Committee has already agreed to. We
took it before the Sz2nate. The éenate itself agreed to it.

Did you want to say something, Mr. Stern?

Mr. Stern. Any vay you achieve the $2.2 billion is

legitimate. Do you want to then 3just pass over Item 2-B for
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the moment, and see if you can come up with éome other way?

Senator Ribicoff. I mean, let's see what happens when
we get all through with this, and try to raise revenues, and
see vwhere all that -- I don't know. We may be able to find
something. Maybe not. Maybe the Committee. has no
alternative. |

| But I hope that we wouldn't lock it in, Mr. Chairman,

until we are all through with this whole exercise.

Mr. Stern. Mr. Chairman, have you agreed now to Item

4-C?

Senator Dole. That is the $675 million?.

Mr. Stern. $675 million, yes.

Senator Dole. Sure.

The Chairman. Okay, then, tentatively we will agree to
Item 4-C.

A1l right. Now, what other item do you have there that
you think --

Mr.-Stern. All right. Moving on, then, to Item Number
5--

Senator Dole. ¥r. Chairman, there may be a couple of
areas that are still in the health field that I would like
to raise. I think one, I can't see any reason for not
approving it. If we allov the Federal Government to
withhold any Federal Hedicaid matching funds disallowed

until the appeals process has been completed. Under current
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policy, when a state'nedicaid claim is disallowed by the
Federal Govetnment, the state may appeal the decision, which
certainly makes sense, but while the appeal is pending, the
state retains the money paid by the Feds for the claim, and
in some instances the decision may take as much as two years
or longere.

A1l ‘I suggest is that the Federal Government ought to
retain that money. You would pick up $75 million to_$100.
miliipn‘in inte;est'oh thét money, and as I understand, 98
ﬁo 99 percent of all.appeaIS'a:e found in favor of the !
Federal Government, so the méjority of the funds are.
eventually returned‘to the Federal Government. If a state
claim is upheld, in addition to receiving the amount they
wouid have teceived,-they-teceive interest. We don't do
violence to any state. To me it is another bookkeeping
area, a better bookkeeping procedure which would pick‘up $75
million to $100 million.

¥r. Stern. Yes, sir.

Senator Dole. Is there anything wrong with that?

Mr. Stern. No, sir. Just, some states would obviously
want to hold onto the money.

Senator Dole. They want to make money on it, rather
than the Federal Government, and if there is an appeal
pending and the Federal Government is successful in 98

percent, why shouldn't the Federal Government retain the
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money? We are trying to find money.
The Chairman. You say the Federal Government is
successful in 98 percent of the cases?

Senator Dole. That is what I am advised by Ms.

The state uses the money, and they return it, and I assume

they have had some interest on it.

Mr. Stern. Yes, sir. They have the use of the money.

The Chairman. Well, it sounds like a reasonable

proposition.

Dr. Mongan. We are generally supportive of the general

direction of trying to accomplish what you are doinge.

understand there are two differént vays of doing it, and -
some are for one, some are for.the,othér.'I am ﬁot sﬁre»they_
are that wildly different. One is to not give them the
money. The other is to give them the money, and if»they'

lose it, make them pay you back the interest, and I think

eithét one accomplishes roughly tﬁe same end.

Senator Dole. I don't care how it is done. It seenms

like withholding it in the first place might be easier.

Mr. Constantine. Yes, sir. The thing that happens,

Burke.

I

if

you don't do it, generally these things find their way into

the Administration's budget for the following year, and you

don't get credit for it.

The Chairman. Well, if there is no objection, then,

agree to that.
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Now, what is the next point.

Senator Dple. Well, this is not a saving. M¥aybe
Sheila could touch on this. But to delay suspension of the
8.5 percent nursing differential contained in the Talmadge
proposal, it contains provisions directed to the Department
of HHS to suspend payments of the nursing differential until
such time és we have had a GAO study, and the Secretary
finds that the payment is justified.

I guess I am not certain -- this doesn't save any
money, obvidusly, but does it cost any money?

Mr. Constantine. Yes, sir.

Senator Dole. How much does it cost?

Mr. Constantine. $191 million'is the number we have
for the nursing differential in fiscal 1981. Sou, it may
be, Senator, that you can come up with that, or we can go to.
the drawing board. We do have somevotﬁer things to come up
with it. I think the Committee provision -- I think what

you want to do, in discussing it with Sheila, Senator, was

to not stop the process, but to continue the payments of the

nursing differential until such time and as the Comptroller
General completes his studies showing where the differential
is appropriate, where it is inappropriate by type of
facility, by size, by location, that kind of thing, which
the bill already provides for.

Senator Dole. He don*t take away the Secretary's
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authority to --

Mr. Constantine. Until the Comptroller General's
reports come in. Now, you know, if the money can be arrived
at otherwise, we think that tha£ is not an inequitable way
to proceed, but we think it is alsovimportant that if you
take that tack, that the Committee writé a letter to the
Appropriations Cémmittee and the Comptroller General, so
that GAO can get started right away, and that the
Appropriations Committee will see thaf GAO has the neceséary
funds to conduct. the study.

GAO has thought it through and is prepared to go. They
just ﬁant to make sure -- They say it will cost tﬁem about
$200,000.

Senator Durenberger. What is the study going to study?

Mr. Constantine. The extent to which older people may
or may not reguire more routine_nuréing care in hospitals.
Now, thé:e have been conflicting studies. New Jersey., the
State of New Jersey did a study which showed that it ranged
from less than normal, less than average, to substantially
above, and the purpose -- everyone is getting an 8.5

percent, regardless. The purpose is simply to sort it out

" rather than just to pay the 8.5 percent indiscriminately.

The 8.5 percent was based on a study that the American
Hospital Association spbnsored about ten years ago in 35

hospitals, and the hospitals were selected based on their
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proximity tq the researcher's home, not on the b;sis of any
kind of distribution or anything else. The information was
faulty and invalid.

We happeh to agree with you, éenator. We are just

simply saying that we have to come up with the money.

.That's 311.

Senator Dole. But it may not be a .year, and ve don't
know..

Mr. Constantine. . Yes, it could be less than a year if

‘GAO got rolling faster. Yes, sir.

Senator Dole. I don't know what HEW's position is, but
it seems to me if we have asked for a study, and if it
hasn't been completed, we are not certain if ihe payment is
Jjustified, I just don‘'t wvwant to_interrupt the process. I
think we have saved enough in that last little suggestion
that would certainly téke cafe of continuing this process
until we have the study.

I don't. think you object. to that.

¥r. Constantine. No, sif, if we can figure out how to
come up with the balance of the -- there is $191 million in

savings in the Talmadge bilil, in 934, which is counted in,

which would have to be deferred in whole or part depending

upon how rapidly GAO completed its study. They said that
they would go into at least 60 hospitals, a minimum of 60

hospitals, but there might be some alternative savings
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approaches.

" We had a couple of suggestions.

Senator Dole. I have another one, too. Well, I want
to raise that, because I think it is important. I think ve
are going to be hearing about it. Maybe you have heard
about it. We have heard some about it. If the Secretary
finds some case where you can make a case against an |
institution, you can still proceed on that basis.

Does HEW have a position on this?

br. Mongan. Well, Senator, we do. We are in the same
basic quandary that your staff and that the Committee is
in. I mean, these ére times when we are all looking for
appropriate ways to pare back on expenditures, and some of
the early'wbrk did seem to indicate_that the 8.5 percent
factor was arbitrary, which it is, and also wasn't justified
in'all instances.

In fact, as you look further at it, though, it does get
complicated. On the surface, it would seem like older peopl
needed more nursing, but they are in the hospital longer,
and so there are days when they need less. It is in our
budget, but I cannot argue strongly against the point you
have rasied in terms of it not being extremely clearcut.

So, it is difficult to be against the study, but we are

" left, as Jay says, with the need to find $190 million.

Senator Dole. Do we have any idea when the study may
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be pompleted?

¥r. Constantine. GAO, I believe, said nine monthg.
Bob? Yes, Mr. Hoyer says GAO thinks that they can complete
it in nine months. g

Senator Dole. In nine more months.

Mr. Constantine. So that would be actually, assuming
it came out even half of 1981 would be gone, fiscal 1981. -
Senator Dole. Which would be $90 million, or $95

million. |

‘Mr. Constantine. $95 million, sir.

Senator Dqle. And ve. just saved $100 million -~ well,
maybe $75 million.

Mr. Constantine. $75 million. Yes, sir.

Senator Dole. Heli, I think it is a matter that -- 1
don't have any -- It is going to cause some problems. Maybe
it should, if it is not justified, if it is arbitrary. But
on the other hand, there has been no study to indicate that
it is arbitrary and not justified.-

¥r. Constantine. The dilemma, Senator, it was
unjuétified and arbitrary when it was put in, and I guess in
a way you might say it is kind of arbitrary and unjustified
to take it back without the studies.

Senator Dole. Well, do you have a recommendation?

Mr. Constantine. Well, obviously, unless we can come

up with the money, to just leave the provision as is, but if
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we can't come up with savings to offset it, Senator, then we

gpuld suggest as a mattef of equity that GAO proceed, and as

the GAO findings come in, that the reimbursement of the
hospitals be modififed accordingly, depending upon whét is
equitable to them.

We would like to go back to the drawing board and see
if we can come up with a little more money for you.

Mr. Stern. Mr. Chairman, there are a number of
suggestions here, without coming‘up with hew suggestions
that aren‘t on here, maybe you want to hear the suggestions
that are on the list first before you go into new
suggestions.

The Chairman. Let me suggest that ve do go through
these tﬁings the staff has and see which ones of them ve
could agree to,.énd then we need more savings, and that
doesn't say we can't save more than the amount we. are
required to save, but if we have to have some additional

savings to meet the budget requirements, then we can look

for more.

Senator Dole. In fact, I checked with Senaior Bellman
yesterday, and he said, if we could save $6 billion, that
was all right with him.- He didn't have to raise $2.2
billion.

&r. Stern. The total effect of the Committee

reconciliation instructions is $6.4 billion, which is
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divided $2.2 billion in spending and $4.2 in taxes, and you
are saying that if the Committee could save $6.4 billion-by
cutting spending $6.4 billion, that would be okay with
Senator Bellman.

Senator Dole. That is what he told me, thaf-he thought
that would be gréat.

Mr. Stern. And in that case, maybe I should mention
Item Number S-R,nwnich I was going to skip ovef.

(General laughter.) |

Mr. Stern. Item 5-A says that if you vanted to, you
could delay the effective month of when Social Security cost
of living increases begin one month.

Curréntly wvhat happens is, you calculate the cost of

living in the first quarter of the year, and you compare it

"with the first quarter of the previous year, and then it

takes a few months to get the Social Security mechanisnm

.geared up to make that increase by the time you have the

information and can put it through the computer payments
system, so that in faci it is reflected in the checks that
people receive in July.

If you do delaf that one month so that all the indexing
would be exactly the same but the payments would begin one
month later, that would save $1.2 billion.

The second item under Social Security--

Senator Dole. That only amounts to what? They lose
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about $5 in bhenefits?

ﬁr. Sﬁern. Well, this would not be effective this
year. If you assume in 1980 about a 10 percent cost of
living increase, and if the average-henefit is about $300,
it would be maybe $30-on the average for that one month.

Senator Talmadge. Mr. Chairman, in that connection,
while you are talking about Social Security, my office has
been literally swamped with mail recently about prisoners
receiving Social Security benefits. According to the UFI,
Son of Sam, who killed seven people, and is serving 300‘
yearé in prison in New Yprk, is drawing disability benefits
becaﬁse he is unable to work. I don't know of any
employment that he is expecting soon, if he has a 300-year
sentence before him.

It looks 1like to'me.that.is a good sfarting point to
eliminate on the Social Security matters. Hoﬁ much would we
save there if we‘eliminatéd~prisoners'and mental disability
people like Son .of Sam?

Mr. Stern. Well, this'éeemé to be a very difficult
number to get, but it is apparenfly a fairly low number,
maybe something like $5 dillion.

Senator Talmadge. Even if we don't save much money, I
think the public wouldn‘'t appreci;te the fact that they are
paying taxes to sdbsidize the Son of Sam and other prisoners

who are in prison.
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The Chairman. It seems to me it is a lot easier to
vote for that amendment than to explain why we are paying
that money out to people like that. I would just as soon
add an amendment -- add it here -- to say that they don‘'t
get it.

Senator Durenberger. ¥r, Chairman, how broad was the
suggestion? Was it all institutionalized or only those
committed to instifutions?

Senatér Talmadge. I would think the staff would need
to study it. .Certainly I don't think we ought to pay
inmates who are serving time in Federal prison Social
Security while they are incarcerated. Now, we might want to
start it after their term expires, and I doubt that Son of
Sam is going to be out of prison pretty soon, and he is

drawing disability benefits because he is unable to work,

" if the UPI report is accurate.

‘The Chairman. I would rather take the Son of Sam off
the payroll than explain why we've got him on the payroll.
¥r. Stern. Mr. Chaifman,'if we could have until
tomorrow just to work this out -- for example, I think you

probably would not want to include the families of people

who are in prison, although you would the prisoner himelf.

Senator Talmadge. I think it needs staff study to come
up with the suggestion that we can incorporate where we can

satisfy the taxpayers that their tax money is not .
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subsidizing felons in prison and people of that type.

Mr. Stern. I might suggest that you proceed to try to
get the $2.2 billion anyway, because this probably will not
be a large number.

.The Chairman.. Yes, sir?

Senator Danforth. Mr. Chairman, in this connection,

Sentor Wallop introduced a bill.

Mr. Stern. Well, apparently it is very difficult to

find out, since they simply don‘'t keep records on this

basis. A GAO study of Federal prisons made an estimate of
something like 1 percent preliminarily.

Well, at any rate, we can look at what Senator Wallop‘é
bill does, and come back to you with some specifications
tomorrow. |

Senator Ribicoff. I think HHS, first, you've got

families who are being supported. Funding is accumulated

for some of these prisoners when they get out of prison, so

they can use it to support themselves and rehabilitate

themselves, and not go back to crime, or go on welfare.
I'mean, you know, you get the one sensational case
without thinking through all the implications of the others
that aren't sensational. Do you have a profile of this
problem at all?
Mr. Palmer. It is something that -we are now studying.

We do not have a good understanding of exactly who is
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receiving these and the numbers, as was indicated. It is a
complex issue to sort out exactly who you would not want to
make pajments,to, and who you would, and.our-preliminary
indications are that it may not even be cost effective in
terms of the savings. However, it may still bé a desirable
policy course to take. | i

We are not yef prepared to make tecommendations on it,
but I think for your deliberations the :eleyant thing is.
that any budgetary savings are likely to be negligible.

The Chairman. Well, the staff will have to work that
up. Now, I don‘'t think that we can agree to this thing here
today, about deferring the Social Security payments.

Mr. Stern. MNr. Chairman, unless you want to achieve
savings of more than $2.2 billion,uYOu are. already up to
about $1l.6 billion, 'so you are really only l&oking for aboﬁt
$500 million more. You might just pass over this, unless
you decided you wanted to --

Senator Dole. AOf delay it two weeks.

¥r. Stern. Well, payments at the moment are made on a
monthly basis.

The Chairman. If you wanted to save some money on it,

the way to do it would be to say that if the increase is

more than 10 percent, you would pay it in S5 percent
1

installments, S5 percent the first month, June and July, and

S percent extra in August, and anything extra that comes

ALDERSON REPORTING COMPANY, INC,
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along in September, and that way, by spaéing it out, you
would pick up about $600 million.

Mr. Stern. That's right. Yes, that is quite right.
You could save less than this by some kind of a delay that
is not a complete one-month delay.

The Chairman. But insofar as you do tﬁat, you are kind
of fudging. You are taking away from people a 1little
something that under the law.they nov get.

Mr. Stern. Right.

The Chairman. And I doubt that the House would go
along vith it, and I doubt the Senate will buy it certainly
if they had a chance to vote on it separately, so I havé my
doubts about recommending this to them.

Senator Danforth. M¥r. Chairman?

The Chairman. Yes, sir.

- Senator Danforth. Eventually we are going to céme to
the question of whether or not any of the savings or revenue
increases we are talking about of §4 billion are going to be
real savings or just o; paper, which I guess is all right
with the Bnget-Committee, but it is certainly not going to
have any kind of economic effect at all.

It seenms to'me that obviously, any of this is
politically unpopular, and none of us like to do it, but if

we are talking about the economy, it seems to me this is a

very basic kind of a question.

ALDERSON REPORTING COMPANY, INC,

300 7th STREET, S.W. REPORTERS BUILDING, WASHINGTON, D.C. 20024 (202) 554-2345.



@)

acy,

\ .
R

10

"

12

14

15

16

17

18

19

21

24

40

« ¢

My staff points out to me that the last time that Part
B Medicare payments, the deductiple amount, was increased
was in 1972, and at that date it was fixed at $60, and it
hasn't been increased since then. If you were to increase
that by Jjust $5, that would raise about $90 million.

Now, the gquestion immediately is, well, would anybody
support that? Because that is 35 from somebody. And these
are people by definition who are elderly beOple, and
therefore who wants us to have elderly people pay $5
additiénal? | |

But I think that really we get to that question as ﬁo
whether all of»this is just going to be basically funny
money, oOr whetﬁer ;here is going to be something that is
real.

The Chairman. Well, we have got some genuine savings
on here that we are tryiné to vote on. I would just -like

for Ht.<Stern to move to some of those that he thinks the

majority of Democrats are almost unanimously willing to go

along with, and that he thinks we might get the Committee to
agree on without much objection.
Why don't you take some of those?

Mr. Stern. Well, I guess I could just skip down to a

relatively small item, Item Number 9. Today if a person

doesn't meet the assets test under supplemental security

income program, which is that they have assets of less than
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$1,500, they can give away the assets and make themselves
eligible both for SSI and.Hedicaid, and this suggestion here
says that if you have disposed of your excess assets for
less than fair market value within the past two years, you
can't become eligible for Medicaid or supplemental security
inconme.

This estimate of $11 million comes from the Department,
and the siaff does believe that that is a léw estimate, but
that is the figure we have been given.

The Chairman. That is just . to keep people from ripping
us off. I think it is fair. | |

‘Without objection, then, the Committee will recommend
that one. |

. Mr. Stern. Ail right. Another item that there seemed
to be.generalvagreemeht on is Item 10-B. The Department of
HHS was directed to make a study on the appropriateness of
the previous day care standards which had been suspended

since 1975, and to make recommendations for new Federal -day

care standardse.

They have now come out with these recommendations, and

by their own estimates, the higher standards would, when

fully implemented, cost something like $100 million to $175
million more for day care than under the present situation.
The savings here are much smaller because it would take

about three years to fﬁlly implement the new standards, but
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the suggestion here is that these Federal standards be
postpohed for one year while the Committee can look at thenm
and see what their éffect is.

Senator Dole. It saves $20 million?

Mr. Stern. $20 million is the estimated savings in
fiscal year 1951 for a one-year postponement, that is,
through the end.of fiscal year 1981.

Senator Boren. Mr. Chairman, that is something I
really'hbpe we will do, because these standards -- and I had
a lot of experience with then. ﬁe, for example, had a
program of getting working mothers off welfare, those whose
children Qere up to school age, and getting them to work.
Then the next thing we were hit with was that if these
standards came into effect and, of course, this battle has
been going on for some time.

The Chairmah- The idea is to make if cost more money
to take care of the children in day care while Mama works --

Senator Boren. That is right.

The Chairman. -- than it does to put them on yelfare.

Senator Boren. And you get them above the subsidized
level, and wvhat you are going to do is force a lot of
vorking mothers to quit again because they can't pay the day
care.

The Chairman. If HEW had their way, they would require

that each little child has an individual psychiatrist to
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help that little child on the theory that they learn more
during the first year than they learn at any other time in
their life, and they do. They learn to find their foot with
their hand, and they learn vhere their nose is, and they
learn how to feel around, and things iike that.

Yes, sir, H¥r. Palmer.

Mr. Palmer. Without discussing the mérits of the
standards, I would like to point one thing out, and that is

that I do not believe there would in fact be any budgetary

- savings from delay of these provisions. The cost estimate

is the cost that would in fact have to be borne by providers
to meet these standards. However, that money is not
separately budgetedm It would be contained within whatever
overall Title Xi éeiling is in fact authorized and
eventually.appropriated.

The Chairman. Well, I havé talked to some of these
people, and I found some of them to be very fine, dedicated
black women who run day care centers. They think what you
are~t;ying to do is ridiculous. |
| Mr. Palmer. I only want to ppint out that in any
event, even if you delay the ‘standards, it has no budgetary
impact.

Mr. Stern. Mr. Palmer, I would disagree, because Yyou
do have requirements in there for training where your own

budgetary impact study shows that states will have to
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provide additional training, and also, health is the other |
areé where you are going to have some more children ggtting
care under Medicaid under this requirement.

Mr. Palmer. With respect to the training, %itle XX is
now an entitlement program. The same amount of money is
going to go out to the states. All you are talking about is
how much they are going to have io expend to meet the:
standards or for training versus pay for other things that
they would otherwise provide.

There is no separétély-budgeted item.

Mr. Stern. -Under:the training limitation you have now,
not all States are using the total amount.

The Chairman. Let me just read this. Senator Dole has
referred me to this. This is some of giS’infbrmation. If
it is not true, you can correct it.

"The latest regulations cover a number of regulations,
including staffing'fequirements. Heaith and safety and
nutrition are expected to maké the average cost for care per
child equal $3,500 per yeaﬁ.“ |

Senator Boren. That's right.

The Chairman. 1Is that correct?

Mr.-Palmer. I am sorry. I am not able to speak to
those details.

Senator Boren. That is right. It is a 75 percent

increase. ..
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The Chairman. Well, basically, back in the days wvwhen

we had the welfare reform thing, it seemed like a great idea

to me to put a little child in'a @ay care center anq give
the child good care and let Mama go out and get herself a.
job. They have closed that option off for us. They made it
so expensive to provide day care that it was not a viable
option at all.

Now, at. that particular time I had a woman who was the
fastest typist and the fastest shorthand writer on Capi£ol
Hill in my office, and one of the best secretaries we ever
had, who was well qualified to be a United States Senator
herself --

(General laughter.)

The Chairman. -- and she said, Senator, if they ﬁell
you it costs $3,000,'she said, that is ridiculous. She
sa;d, I can take you right out there to Montgomery County
and show you where you can get good day care for a child for
ébout $1,200 a year.

So, here they are just closing off the option, fixing
it so you can‘'t put Mama to worke. -They just make it
impossible. The only way you can put HKama to work is to
hire her in the day care center and pay her the $3,500 for
Mama to take home with the child, and going back and forth
to the day care center.

That is the kind of thing that just makes the public
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Jjust rise up in arms against HEWR. If HEW could be put on
the ballot,_they wouldn't getFZS percent of the votes, I
will guarantee you that. But somehow or other they hanage
to maneuver this thing around and come in with these
ridiculous proposéls, and keep imposing this thing as though

they are trying to. look after people. They‘ate more the

‘problem than they are the answer.

Senator Ribicoff. I am just wondering, Mr. Chairman,
if you couldn't achieve what you are tryingvto do to sort of
ihplemenf the legislation and allow each state to waive
these provisions for a year, until they determine what they
are all about as.far as every state is concerned. Then you

get what you achieve, and during that Year my hunch is that

‘most states would waive it.

-The'Chaiﬁman; I think they ought to be given the right
to waive it, period. Not for a year. Just waive it.

Senator Ribicoff. Well, thgn, give the states the
right to waive it. Some might want to do it and some may
not. Wouldn't it effect any savings.at all? It doesn't
seem posSible. Sqmebody is going to save something.

Mr. Palmer; There could conceivably be savings in
terms of lower expensas, but not to the Federal budget. The
money that supports the higher standards comes out of the
Title XX ceiling.

Senator Ribicoff. I know, but if the money isn't
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needed, what is the difference who saves it? Someone is
going to save some mohey.

Senator Boren. Well, you are going to save it also in
the number of children. For example, here is exactly what
happens. We made an intensive study of this, and what is
going to happen is this.

Number One, if a center doesn't take at least 20
percent of its children in the low income group, they don't
have to meet these siandards, so I can tell you what is
going to happen in Okl;homaw We did a survey. Eight

hundred centers are going to exclude low income children to

get their figure down below the 20 percent so they won't

have to comply with the standards. That is one.

The other thing is going to be that the cost, the .
average cost will go up from $7 a day to $12 a day. Well,
the working mother is going to save that,-aﬁd then the state
or the Federal Government is going to save it on |
reimbursement for your low inconme peéple.

Now, you could say, well, you are going to save the
same humber of dollars. fhe difference is going to be, you
are going to be paying out the same number of dollars, but

you are dnly going to be taking care of half the number of

low income children.

Senator Ribicofo Why don't vwe go along with the

Chairman, let the standards stay, but let every state waive
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them -- I don't care how long the period is, Hr. Chairman.
If they ever want to reinstitute them again, they can do it.

Mr. Stern. Well, if you suspend the standards for a
year, any state that wants to impose them on themselves
could do it, too.

Senator Ribicpff. Well; you could do it either way.

Mr. Stern. The staff's'suggestioh was the second
approach. Just suspend them for one year while the Congress
can look at them if they want us to, and any state ﬁhat
wanted to impose the standards could.

The Chairmane. And if the state wants to do it, they

.could do it.

Senator Boren. The state may . have higher standards;

'The Chairman. Well, without objection, we will agree
to that.

A1l right. Now, what are the other items?

Mr. Stern. All right. Item Number 11 relates. to the
increased payment tc the territories, Puerto Rico, the
Virgin Islands, and Guam, that has been approved in a bill
that wvas just signed into law by the President.

When the Congress providéd for an increase in payménts
to the tarritories for the fiscal year 1979, instead of
increasing the standards and increasing the payments in
general to welfare recipients, Puerto Rico and the Virgin

Islands apparently simply passed out this additional Federal
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money in a lump sum.

You did two things. You tripled the Federal dollar
amount, and you decreased the state share from 50 percent to
25 percent. So the effect of'thgt was that the same amount
of money in Puerto Rico would now get them three times as
much FederalAhafching, and what happened in Puerto Rico was
that in September, 1979, the last month of the fiscal year,
the{ increased the average payment to the 40,000 families on
wvelfare from $86 a month to $757 a month, which was a 1,500
percent increase. |

And then it dropped back down in October, 1979, the
first month of fiscal year 1980.

In the Virgin Islands, something not guite so dramatic
but coﬁparable happehed in May, 1979, when the averagé
payment per family more than doubled from $159 to $325.

So the staff's sugge;tion here is that you phase in
these dollar increases by providing one guarter of the
increase in fiscal year 1980, and one hHalf of the increase
in 1981, and then thé full increase in 1982, and that would
save $26 million.

The Chairman. That seems reasonable enough to me,
rathgr than to shell it out because it is there, to give it
to them a little more gradually.

Do you agree with that?

Senator Dole. Yes.
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Mr. Stern. All right.
The next item I would suggest would be Item Number 7-C.

The Chairman. If there is no objection, ve will

tentatively agree to that one.

Mr. Stern. Item 7-C is in the unemployment area, and

'it relates to the extended benefit program. We are only

talking about here cases where a person has received

unemployment benefits for six full months, and is now in the

seventh to the ninth month of unemployment.

This suggestion is that after six months of permitting

a person to refuse a Jjob offer based on. previous experience

and wages and education, beginning with the seventh month,

they couldfnot refuse any reasonable job offer that meets '

certain standards of health and safety and so one.

A similar provision had been written into law a few

years ago with relation to the then emérgency extended

benefit program, which provided benefits for more than nine

months, the theory of this being that after a particular

period of time of allowing a worker to try to get a job

similar to what he has been doing before, at that point his

own standards for being re-employed might change.

If you were to do that with respect to the extended

benefits, you would save $94 million inlfiscal year 1981.

Senator Boren. ¥r. Chairman, I would like to speak in

sﬁpport of that, and also 7-B. They are somewhat related.
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The Chairman. Well, let's take 7-C. That seenms
reasonable enough.

Senator Boren. I think it is very reasonable, and it
will save a significant amount of money, and you are only
applyiﬁg it to the extended benefit period, and that way you
are not getting into the question of mandating something
ontok the states. You are only talking.about that the
states would do this to bé qualified to continue their

Federal share. So, you don't get into that philosophical

"dispute.

We have tried this at the state level. It has been
very successful, and helped keep the reserves up in good
shape so we can pay benefits to those that really should be
getting thé benefits.

The Chairman. I think that is reasonable enough. All
in favor, say avye.

(A chorus of ayes.)

Senator Danforth. What is this one, now?

Mr. Stern. This.is 7-C.

Senator Danforth. Seven-C only?

Mr. Stern. That is correct.

Moving up to 7-B, then, this also relates to the
extended benefits payable in the seventh, eighth, and ninth
month of unemployment, and this would say that those

benefits would not be payable for persons who leave their
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job voluntarily or for misconduct during the duration of
unemployment.

In other words, they would have to go back to work and
re-establish their entitlement Before they could get
unemployment benefits. Some states do indeed disallow
benefits at first, but then after sone period they-will
allow the benefits anywvay, and a studf'shoued that
unemployment tended.to be longer in those states than it was
in other states.

So, this would say, you'do not pay extended benefits
during the period-of'unemployment if the reason for the
unemploymen was voluntary, that the.peréon left voluntarily
or because 6f-mis¢onduct. That would save $32 million in
fiscal 1981.

The Chairman. "I can't be against that.

Senator Boren. Again, Mr. Chairman, I think this is a
very, very téasonable proposal, and most states dn their
basic.benefits have some kind of variation of this, but it
is even more reasonable when you are ialking about applying
it to extended benefits, I think, to say that if a persén

voluntarily quits a job, he shouldn't be able just to go on

and receive these benefits, because fhey are not really

unemployed. They weren't thrown out of work involuntarily
at all.

The Chairman. All in faver, say aye.
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(A chorus of ayes.)

The Chairman. Opposed, no.

(No response.)

Mr. Stern. All fight. Item Number 7-A also applies to

extended unsmployment benefits, and it says that a person

would have to have at least 20 weeks of employment in their

base period, 20 weeks out of theA52, in order to qualify for
the additional 13 weeks of benefits, the additional three
months of benefits afterfthe sixth month of unemployment,
and the idea there being that if you have worked less than
five months during the base period, you really have not
established a substantial connecﬁion to'the'labor force to
be paying henefits for more than six monthse.

If that were done, it would save $120 million in fiscal
year 1981.

Senator Bradley. »Does that mean if the person moved --
say he vas laid off, and then he went to work for anéther

firm, and he was employed less. than 20 weeks, then he went

to work for another firm because he was laid off from his

second job, that he couldn‘t cblle;t on his second and third

jobs? ‘
Mr. Humphreys. No, it is his total employment during

his base period. So, if he had amongst various employers at

least 20 weeks of employment in his base period, then this ‘

provision would not apply to him. He would be entitled to
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the extended benefits.

He could have three or four Jjobs.

Senator Bradley. He could have ten jobs?

Mr. Stern. Yes. |

Senator Bradley. Ten two-week jobs?

.Hr. Stern. That's right.

Senator Bradley. But if he had nine, he»wouldn't
qualify?

Mr. Stern. That is right. ﬁe would qualify for the
regular six months pf benefits, but he wouldn't qualify for
more than six months of benefits.

Senator Bradley. Wpat is the rationale for thét?

The rationale is that if the guy is unable to get work,
he should be compensated, or if he tries to get work add
gets it and loses his‘job a.number of times, that he should
not be compensated?

¥r. Stern. Well, I think the philosophy of it is that

. a person is being insured under the unemployment program

against a risk of becoming unemployed, and that a person has
worked less than five monihs out of a year has not
established enough of an attachhent to the labor force to
insure him for more than the basic six months.

Senator Bradley. Well, I don't feel easy with this. I
don't have a strong objection to it. I just don't feel

completely comfortable with this.

ALDERSON REPORTING COMPANY, INC, ¢
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The Chairman. A persoﬁ ought to do a certain amount of
work to justify tﬁe insurance, to become eligible. And most
of them do. There are very few that don't. Isn't that
right? |

¥r. Stern. That's correct.

The Chairman. But that saves us some money.

Will those in favor say aye? |

Sehator Danforth. Mr. Chairman, jpst one seéond. This
is the $120 million to be saved at a'time of increased
unemployment from people who»are_not.éoing to receive these
payments, qot by virtue of anfthing.that'they have
voluntarily done, such as declining a job that is npt
available, but simply by virtue of the fact that they are
out of work and have not been employed for 20 weeks or
more. It just seems kind of an accidental way to select
pebple as the source of.savings.

The Chairman. But in most states, you've got all kinds
of employment opportunities available. They are just not |
very good jobs. That is one point a lot of people are
making, that they show all the ads in the newspaper to
people seeking situations and trying to hire folks, but they
are not the kind of jobs that most people would like to
have, and so thetefore jobs . go begging for taking.

It is not as if a person can't qualify by lowering his

sites a bit and taking something a little less desirable.
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they can. ¥ost people can. In fact one reason a lot of
people are out of work is beéause they can live~vitaout
working, if they have got a source of income coming to them, i
and I say that not with regard just to people Jﬁo are on the
unemployment roles, but you've got a lot of people who for
one reason or the other find that they don't have to work,
and therefore don't, and it is nice,.you know, especially
for those who have inherited something,.if they don't héve
to work, and don't. It is not necessa:ily good for society.,
but it seems to me that most people would qualify if they
get 20 veeks of employment, that is five months of
eMplbymeht -
‘Senator Dole. You are talkingvaﬁout next year.
Senator Matsunaga. Mr. Chairman, we are talking only
abodt the extended period of payments.
"~ Mr. Stern. That is correct.
The.Chairman.' Is that what we are talking about.
Senator Matsunaga. Thé initial 26 weeks.
The Chairman. Is that right? You are only talking
about the extended time?
Mr. Stern. That is correct. This is only benefits
after the six months of unemﬁloyment.

Senator Boren. What period do most states have to

gqualify?

Mr. Humphreys. Well, most states have 3 dollar amount
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that you have to have earned, and most of them have a rule

that thére have to be some earnings during two different
calendar qdarters. There are a few states that have a
number of weeks' requirement. For example, Minnesota has 15
weeks of work regquired, but in general, it is not in terms
of the number of weeks of worke.

Senator Boren. During the two quarters. A guarter,
you would be into about 12, 13 weeks. |

Mr. Stern. Yes, but that could really be two weéks bf
work. It could be a week at the end of one gquarter and a
veek at. the beginning of the next quarter, as iong as you
met the gualifying vwage amount requirements.

Senator Boren. Well, they have 15 weeks in some
states, and you are talkin§ about two quarters. Maybe we
ought to just make it 1% weeks instead of 20. What I am
thinkin§ about is some young people that are just starting
into the labor force. Maybe they have just finished school

and are starting out, and might get trapped into this, and

that vould be a little more reasonable. I think there

should be a period of time.

Senator Dole. That is for the extended benefit in
Minnesota, or is that for the regular benefit?

Mr. Humphreys. Well, that wouid be for both, because
under preéent law, if you qualify for regular benefits and

the extended program is in operation, you automatically get
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the extended benefits.-

Senator Bradley. Mr. Chairman, I am not going to obiject
to this. I am Jjust a little uneasy. I would like to
register . that.

Senator Boren. Mr. Chairman, I move that we accept it
and make it 15 weeks. I think the savings would still be
prettf wvell thére, don't'you think?

The Chairman. What would you . save if you made it 15
weeké?A |

Senator Boren. That would bring it pretty-well in line

. with what most states are doing.

Senator Bradley. What would the savings be with 15
veeks?

Mr. Stern. If in féct 15 weeks is abbutvthe.équivalent
tO'what-states are doing, the savings would be very little,
I would think.

Senator Bradley. Well, let's just keep it at 20.

‘The Chairman. All in favor, say aye.

(A chorus of ayes.)

The Chairman. Opposed, ho.

(No response.)

The Chairman. The ayes have it.

Mr. Stern. Well, I‘duess I would next move to Item
Number 6.

Senator Bradley. Could we go to 5-B and C first?
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Mr. Stern. All right, 5-B relates to the Social
Security program typically in a situation of a disabled
person. Right now a peréon can receive benefits
retroactively for up to 12 months prior to application for
benefits. A few years back, one of the Administration
proposals for savings under Social Security was to limit
that retroactive benefits to three months.

For example, if a éefson comes in and is disabled, but
he doesn‘'t apply for benefits until 18 months after the
onset of disability, by the time you have subtracted the
waiting pe:iod, the individual could still get 12 months
worth of retroactive benefits, and this suggestion is that
you limit the retroactive benefits to three months.

Senator Dole. The Administration supports that, don't

~they?

Mr. Stern. Well, I don‘'t know what they do now. That

was an Administration proposal in the last Congress, not. in

this Congress.

Hr. Palmer. VYes. The Administration had proposed that
at one point, but it did not resubmit it in the present
Congress, and is not advocating it any longer.

Senatpr Bradley. But that doesn't mean -- you are Jjust
neutral in this?

The Chairman. How long does it take you to process

these claims?
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Mr. Stern. A disability claim, I think, is processed
in about three months. Since there is a five-month waiting
period anyway, if a person does apply for benefits soon
after becoming disabled, he can start receiving benefits by
the time he would‘be entitled to anxway. This is a more
unsual case where a person waits some time before submitting
the appliéation..A |

Senator Dole. You can go back to a year now?

Hr. Stern. You can go back for 12 full months. -That
is correct. |

Senator Dole.. We are just saying, just three months .
ought to be enough.

Mr. Stern. Fof the retroactive portion. That is
correcti

Senator Dole. Right.

The Chairman. Well, all in favor of the proposal, say

aye.
(A chorus of ayes.)
The Chairman. Opposed, no.
(Yo respon#e.)
' The Chairman. The ayes have it.
Mr. Stern. I might mention that that is prospectivé in
effect.

The Chairman. Right.

Mr. Stern. Item 5-C relates to parents' benefits,
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typically ﬁothers' benefits. A mother can now receive
Social Security benefits until the youngest child is age
18. The suggestion here is that that be reduced to age 15,
which vould be comparable to the point at which the child
care tax deduction expires. In other words, you can‘t .take
a child care tax deduction when your youngest child reaches
age 15.

This would save $37 million.

The Administration a few years back had: recommended a

~change to lower the age.1l8 to age 16. That is not something

they have submitted in this Congress.

Senator Dole. Would 16 be all right?

Senator Chafee. Well, let's say the widow is getting
Social Security fof her dependent children. Now, you say
when the child reaches 15, she wouldn‘'t collect for him?

ﬁr. Stern. . The child would continue to getAbenefits
until age 18, or if he is going to school, until age 22, but
the mother would not be eligible for mother's benefits.

Senator Chafee. Why does she get the mother's benefits
now? Does the child always get the benefit?

Mr. Stern. ~Well, the theory of the progfam is that the
child is the recipient of the benefit, and the mother is
paid so that she can provide care to the child until the
youngest child is age 18. The widow is then eligible again

by the time she reaches age 60, but while she is younger and
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has children in their minority, she can receive mother's

benefits for providing the care to the children. The
children always get the benefit.

For example, if the mother works and therefore doesn't
meet the earnings limitation, she'migbt not get benefits in
her own right, but the children continue to get benefits..

Senator Boren. On the benefif to the child, give an
example. Say you heve two dependent children. How mgch
wouldAthey receive? Pick e middle example.

Mr. Humphreys. Well, if you hed,'say, maybe a typical
benefit might be $150 for the tvo children, and -- I am not

sure where the cutoff is, but while there are two children,

there might be $150 each, but if you had a situation with --

and maybé there would be,another'$50 payable --
Senator. Boren. To the mother?
Mr. Stern. -- payable because the mother was also

entitled. Now, actually, it is split up evenly amongst them

- in that situation, but when the one child reaches age 22 and

is no longer entitled, you would have the mother getting
$150 and the child getting $150.

Now, under present law, the child can continue to get

his $150 until he is age 22. The $150 that would be payable

- to the mother would end when that child reaches 18, on the

theory that he is now of an age where we no longer need to

be paying the mother to be home to care for him, and the
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suggestion here is that the child's benefit would not 5e
cahnged, but the mother;s benefit would end when he reaches
15.

Senator Boren. We are in essence paying the mother a
benefit for the fact that she is home caring for the
children. -

¥r. Stern. That is right.

'Senator Durenberger. Do we use the word "mother"™ or 
ihe word “"parent?"

Mr. Humphreys. - Well, the law uses the word "mother."
In fact,.théy pay mother's benefits to fathers now also
under a Supreme Court decision.

Senator Chafee.i Does. the check go to the child? Does
the check go directly to the child? | .

Mr. Humphreys. There ére two checks. In theory, there
are tﬁo checks, one to the mother in her own behalf, one to
the mother on behalf of the child. Now, when the child
reaches a certain age, he can have the check paid directly
to him, his benefit.. I think at 18, if he wants it, they
vill direct his check directly to him. But there are, at
least in theory, two checks. Sometimes they combine them
for convenience.

.Senator Matsunaga. Why 15 and not 167

Mr. Stern. We picked 15 simply because that is the age

under the child care deduction where the Congress has
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determined that a person doesn't need to provide care for

the child.

Senator Matsunaga. Well then, a child less than 16 is

is 16, isn't it, to be employed? . ) |
Mr. Humphreys. This doesn't go to the child's benefit.

Senator Matsunaga. I know, just to the mother's

_benefit, but then the theory being, of course, that you are -

saying at age 15 the mother wvould need to care for the
child, but at age 16 -- I can. understand at age 15 a child
is unemployable, but at age 16, the child would be
employable.‘sb there would be no real good reason for the
child to remain at home and néed the mother's care.

The Chairman. I would iike to suggest that we just
drop this one out. Now, this is a benefit that somebody "
wofked for. It was in the contract during éopa's‘vorking

years. Somebody worked to earn these Social Security-

benefits. And it doesn‘'t mean much. It is $37 million.

You are going to ﬁave some situations where a mothe: is
supporting herself on that income, and I know if you've got
just one of them in your neighborhood, by the time she gets
through taxing you on that issue, you are going to change
your mind about that subject.

I have been in some of those type situations, where

these people suddenly find that their check is cut off. I
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just put it this way. If you've got to explain it to Jjust

one neighbor, you will change your mind about that. And it

is actually something people worked for. It was in the

policy limits. It was a policy set at the time they worked
fer-it, wasn't it, ¥r. Stern? ' -

Mr. Stern. That's correct.

The Chairman. I just think that what little‘we-save
there, the headaches &bu run into would jhst outwéigh it.
It is not quite the same as if it is public welfare, where
it is a gratuity you are handing out to somebody.l Somebody
worked for this. |

Senator Chafee. Well, I agree. I agree.

Senator Bradley. I agree.

' The Chairman. Let's go on to the next one.

Senator.Bradley. What is our total, Mr. Chairman?
Because a few minutes ago a number was up there before we
added 150. It was 1929. Then we added 150.

Senator Danforth. It is now 2233, except that we have
decided maybe to Eut out 229, so it is either. $2.233 billion
or $2.004 billion.

Mr. Stern. What. we have -- we have been keeping a
running total on the blackboard -- is $207.9, assuming the
F$191 million that Senator Dole guestioned isAin there.
Perhaps we should take that dollar amount out. That does

not include the ¥$22S% million in Item 2-B.
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Mr. Stern. " $2.2 billion.

That 'i's.assuming $191 million.

Sénator Dole. Jay has our little problem worked out;
It would be very inexpensive.

Senator 3radley. That is ghe $1912?

Senator Dole. The nursing home differential.

Mr. Constantine. We think we have that'worked out.

Senator Bradley. So, you are saying $191 could replace almost
the. 2(b)? |

Is the $191 reflected in there?

Senator Dole. No, we passed it over.

What do we get, Jay?

Mr. Constantine. '$100 million 1ésé;

~ Senator Dole. We still have alot of things like trade

‘adjustment. We could save a bundle there.

Senator Bradléy. The silence, I take it -- it is of interest.

Senator Dole. They just have not gotten into it yet.

I assume there are others that everyone agrees on. Y8u have
not finished the list yet, have you? |

Mr. Stern. No, sir.

I wanted particularly to mention item number 5(d), which,

although it does not show a savings, it would prevent a cost

from occurring.
This simply says that for the calendar years 1980 and 1981

that you reallocate the total Social Security cash payroll taxes
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between the survivor fund ---the old ége and survivor fund and
the disability fund, so that neither of them will run out of
funds during-1981, and that would give you next year to'deal
with the financihg problem. =

The Chairman. We definitely ought to do that. We are going

to need that breathing room, that is some elbow room we will need

in order to find how to keep the program going. Because of the

recession, the fund, even with the tax we voted ‘is going to have

1. problems.

We are going to have to find a way to handle it. I think we.

are. going to need that elbow room. There is not way to predict

‘'who is going to be tryihg to solve this problem next year, but

whoever the President is, or whoever-has that problem in his lap,
as. far as I am concerned, he is welcome to it. It is a real
problem trying to figure out how you are going to keep these
Social _Security benefits going. This will give them alittle
space.

Mr. Stern. It will give you calendar year 1981. Otherwisé,

the old age and survivors trust fund might run out earlier.

. This reallocates between the two funds.

It simply gives you 1981. It does not improve the financing
any.

The Chairman. Without objection, we will do’.this. Whoever

~has the burden of having to find the answer next year will have

a year to work on it.
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Mr. Stern. That would bring us to item number 6, which is
trade adjustment assistance.
¥ Senator Dole. We have a vote.

The Chairman. Since we are voting, why do we not just break

up for now, and we will come back tomorrow. We have to discuss

this item that Senator Ribicoff wanted to reserve. There might

~be some other :itéms-somebody wanted to hold up.

Senator Dole. Part B.

Senator Danforth. To dincrease the deductible figure for

~ Part’ B Medicare from-$60 to $65. It has not cﬁanged-since 1972.

~Senator Dole. It is the voiuntary end of it, is it not?:
The Chairman. How mﬁch would you make on that?
Senator ﬁole. $90 million.
The Chairman.. It is a.nicé little pickup.
Senator Danforth. What would be the Administration's
position?

Mr. Palmer. I assume that we would be in opposition to

doing that, because in fact it really is impinging on one of the

more vulnerable populations.

Senator Dole. So is inflation.

Mr. Palmer. One would have to look at that relative to the
alternatives that you otherwise would pick, before I could give
you a judgement.

Senator Danforth. A $5 increase in a deductible for a

doctor's bill would not really be a substantial blow, would it
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to very many people?

Also, the $60 figure waslseﬁ in 1972, $60 then was clearly
more valuable because of the inflation factor, than $60 now.
Also, ob§iously since I think medicél_bills have gone up faster.
than athe‘géncral'rate of inflation, -there has been a much
higher percentage'of the-toﬁal bill.

Senator Dole. I thiﬁk that Sheila has some information oni:
it.

Ms. Burke. Senator, the :elationship betﬁeén the Bar£ B

deductible in 1972 when it was increased was higher in terms of

what the total physician's bills are. It has dropped down to

12 percent now.in terms of the relationship.

One point on the other'side, I have to point out, the
elderly in addition have tolpéy that increase, if we do that.
Also, there are some instahces where there is 'a higher amount
because there are feWer:thsicians who are accepting assignment.

On the other side, ﬁhere are higher costs for them to face
also. So, there are increases on both sides. Part B 1is the
voluntary side of the Medicare program.

Senator Dole. We can discuss that tomofrow.

éenator Chafee. I would rather put that off, if we could,
Mr. Chairman.

The Chairman. Let us discuss that tomorrow.

It might be well is Senators would let us know if thef have

some significant amendments to bring up tomorrow, so that the

/
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Senators can be thinking about it over night.

Mr. Stern..  Mr. Chairman, for purposes of the press

‘release on today's session, should we assume that this $191

million is just passed over?

The Chéirman. Which $191 million?

Senator'Dolé.. The differential.

Mr. Stern. You might do it tommorrow. You might modify
it. We will not puﬁ it in as though it had been agreed to
one way or the other.

Senator Dole. Jay has a compromise.

Before Lloyd _Bentsen leaves, I think earlier, Lloyd, they
talked about some relief for thé'royalty owners. We were not
here, but they are going to come back with some proposals.

The Chairman. We instructed the staff to see if they could

work up a proposal that would take care of royalty owners

particularly those who pay $30,000, no:more than $30,000, to
try and help those éeople. They are on Social _Security, and
things like that, so that they would not be adversely affected
by the windfall profifs tax.

Senator'Bentsen. Yes.

The Chairman. Thank you.

(Whereupon, the Committee recessed at 12:05 o'clock p.m.)
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