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ORIGINAL
Executive Session

Thursday, April 30, 1981

U. S

Committee on

Washi ngton

The Committee met, pursuant to adjournment,

* Senate,

Finance,

ID. C.

at 10:20

a .m. , in room

Robe~rt J3. Dol

Presen

Heinz, Roth, La

The Ch

When t

completion of

right at the

any others we

we will finis

Then,

the so-called

in many of th

have that the

Se nato

not reflect a

2221, Dirksen Senate Office Building, Hon.

e, (Chairman of the Committee), presiding.

t: Senator Dole, Chafee, Durenberger, Roth, Grassley,

ng, Matsunaga, Boren, Bradley, Moynihan and Baucus.

airman. The committee will come to order.

he second

page 3, a

tail end o

did not f

h the Blue

we will di

Chairman'

ese, and a

re will be

r Long. W

s av in g s,

bellI rang we were just about at the

f the Blue Book, and

f the AFDC provisions

inish, we might run t

Book.

stribute to. members o

s proposal which will

few additions, I am

an interest in.

e might save tons of

but in the long run,

I think we were

If there are

hrough those and

f the

show

certa

money

it is

Commi ttee

modifi catio

n we will

* but

that

fli

I

ght

is

where is Senator Grassl1ey. He can disappear faster than any
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e always thought 'thatthatw�s implicit in
-4 .y.z.�

me just give you the simplest examole.

When. weatori zed the payment-for the mother as' well .as the
child unde~,the AFDC program, the logic to support the paynien

to the mother was that someone needed to stay home to look

a fter--'th at chi'ld.

-Now,",subsequently,

came up-,with the bright i

none of.it ms~t be given

someone--in-the Department of HEW

dea that -all -of this must be a gift,

under conditions that required any-

body to do-even the first decent act.

You could not, for example, pay the mother -to wash the

diapers.. -You could not require that she do anything for the

money,, that this was a gift program. It had

It cou'ld: notbe-a payment for any service.

re q u ire t hat' _the 6people -do anything.-at all
-, '-for ,.societyr c~ cndition of--vucld

to be a giveaway.

You could -not

that would be good

toavit- .nr"--
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for the progra

where in effec

the stage for

These p

as a condition

more dignified

pay people to

Let us

mother who has

is a lot of wo

chore because

But her

Logically, you

five children

whil1

job

e th

and

is happe

I

Po

d i

0

d

r

n

a roui

peopi

Therf

wandc

e mo

imzpr

fling

was

th

ov

m. They unde

t the people

rtook to try to

are working for

have a work program

n oth i ng .

people to contend that this is s

eople are being required to work

of being on the welfare roll.

,and it makes better sense to s

do something that is good for so

take the first simple example.

three children. Let us say she

rk to look after five children,

the good Lord gave her those fiv

e is someone next door. who only

would think, why can't that mot

be paid to look after this other

er with one child goes out and g

es the condition of herself and

anyway.

born and

and just didn'

't know we were

So, I can re

*id somebody els

le had a large

?is a big barn

?ring around an

It sets

lave labor.

for nothin

Now, it is

ay that we

ci ety.

Here is a

has five.

but she has

e children.

has one.

her with th

little chi

ets herself

her family.

g

far

w ill

I t

thal

e

l d

a

I t

reared in a poor neighborhood. We were

t know it. We weren't in pov

in poverty.

call the experience of spendi~n

e's home than I did my own bec

family. We would play in the

yard you might say with lots

d chasing to take an interest

erty, just

g more time

ause these

back yard.

of chickens

i n.
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So, we would play in the back yard and this Mama would

after us, not only her children, but half the neighbors'

dren, because we would all come over there to play.

Now, if you paid this mother to look..after the

hbor'.s children, she wouldn't have to be on the welfare

s. She would be earning enough to where her family would

uite well.

I am just saying we ought to be -- the state ought to

ermitted to pay somebody to do something far more digni-

than giving them a grant for doing nothing and then

ring them to work for nothing.

So, we ought to give the state that option.

Now, it is perfectly all right with me if the state

s to have other options. For example, if they want to

look, we will pay everybody up to a certain amount, but

r that, if you want more money you work for it. So, we

pay you for the work that you do.

I personally prefer the approach.of saying that you cai

your choice, you-can be on one program or the other. Yoi

De on the something for nothing program. In that event,

ill pay you to lay there or sit there, as the case may be

on the someth

pay you for

ter and help

ing for something program,

doing something. You can

look after your own

and vegetate.

Or, you can be

in that event, we will

work in a day care cen
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children

could. wo

anything

of life

to do so

society,

a useful

drone.

I

not goin

tion has

that any

have an

scrupl es

shameful

I

r k

along

in a

with all

hospi tal

to-improve the

for yourself and

mething rather t

rather than, so

.member of socie

think the state

g to-ask to have

suggested, for

state that does

administrator wh

that

and

these other little children or you

or in a nursing home or just do

environment and to improve the qualit,

for society. You just would be paid

han be given a gift or a grant .by

that you can be paid in effect to be

ty, rather than paying you to be a

s ought to

0

n

0

i t

n e

i s

have an option.

made mandatory as

simple reason. I-

work the program

allergi~c to work

just absolutely make him

unworthy~of a human being

t

t

th

1

0

a n

feel that

,he can f

I am

e Adminis

ooks to m

work, if

d who has

work is

ind ways

tra-

e

they

to

keep it from working anyway.

he

can

not

-The administrator, if he wants

can make it work. If he doesn't wan

ifind a thousand different ways to

,work, to make it flop.

But, I am satisfied that any go

to make

t to ma

see to

od

a

k e

i t

prograni

it work

that it

admi ni strator

iwork,

~,he

does

who

wants a wor~k program to succeed can make it succeed. I think

we ought to have that option.

The Chairman. I might just say -- you offer that as

an amendment to the package we will be presenting?
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Senator Long. Yes.

a part of the package.

The Chairman. Fine.

Senator Grassley.

Senator Grassley.

I have introduced 1

pres ume

feel ing

did; bec

ought to

B

oppositi

any indi

regul ati

that wou

of discri

society

it is be-fore

was --

ause h

work

ut, my

on to

cation

ons , a

Id pre

at ion

and th'

r Areas

rdl ess

I th

k at on

ually w

ean so tha

ggests or

cou raged;

u ry,

of t

ink

e ti~

i ped

did

e ha

and

thi

his

wit

nd e

vent

if t

i r

t o

heir

that

me *i

off

I would like to suggest that be

Thank you,

euislation

this committee

not extend

s given c

phi losoph

nking was

in which

h i nthe 1

yen what

an indiv

hey want

populatio

ons

i es

we

aw,

i s

i du

to,

have such p

motive.

they ought

t was proba

the books.

t the states can

any other option

or.-of their own

Mr. Chairman.

along that line.

for

quite as f

i derabile

behind i

re interm

ought to

any indi

implicit

al state

to fit

or even

rog rams

t

b I

0

y

I

have

that

Vol i ti

t

I

consideration. My

ar as Senator Long's

hought about how it

t .

edi ary ,

wipe of

cation

in cour

from th

the

thei

if t

f

w

t

i

but not in

the books,

ithin the

deci sions

s small amount

needs of

r conditi

hey want

have that di

implied and

want to wipe

the

ons

itI

i r

o f

scretion.I

has been

that slate

an option like Senator

they might want to be

on do.

Long

Freelance Reporting Company
1629 K Strnt, N.W.

Washington. D.C. 20006
(202) 659-0760

0
1

2

3

4

5

6

7

8

9

10

1 1

12

13

14

15

16

17

0

thei

rega

18

19

20

21

22

23

24

25

i n

a d

t h

g r

c I

s u

en

I



7

Senator Long.

regulations th

by HEW, as wel

that a

s omebo

would

then t

privil1

regul1a

to do.

a

I

rea, ought

'dy wants

i ke to

hat woul

But, if

eged to

ti ons.

to

thi

d b

th

hay

Do

The Chairman.

di sc us s

th is .

the pac

ed

S o

k a

t h

T

ge

I ml

Mr.

items and t

Ms.

Mr.

the bottom.

Ms.

The

Ms.

The

iat

do

w he

amen

n t

n th

ght --

L i g h th

hen we

Ol1s on .

Lighth

din

s e

Well, I would suggest that all these

t-have been

as any laws

promul1

we mi

gate

ght

d and put into effect

have

to be regarded as purely

do business the way the

nk that they ought to be

e their privilege.

ey prefer to put somebod,

e a work program and to

it their own way if that

y

d

been

optio0

fol ks

d oin g

passed in

nal . If

over at HEW

business,

to work, be

raft their own

is what they prefer

I will thank Senator Long. We have

ent. I think Senator Schweiker7 supports

a any problem having it made a part of

e packag

well ,

izer.

can go

Yes .

i zer.

le t

Mr.

to

e is distributed.

us finish page 3.

Chairman, there are two AFDC

child support.

The AFDC items are on pages 41, at

Olson.> The President's proposal ~-

Chairman. Get the microphone very close.

Olson. Yes, sir.

Chairman. That might be modi~fied in the package?
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Ms. Olson. That's correct.

Senator. Long. What page are we on?

The Chairman. Page 41.

Senator Long. Thank you.

The Chairman. That will disappear in the packagE

Senator Long. That will be left out?

The Chairman. Yes.

Ms. Olson. The final AFDC proposal would reducE

Federal match for training cost from 75 to 50 percent,

bring it in line with the Federal match for all other a

trative costs.

The Chairman. That is on the bottom of page 41?

Ms. Olson. Right.

Finally, administrative savings listed by the Ad

tration for 1982. of $105 million, and '83, of $111 mil

Mr. Lighthizer. The next series of

Senator Chafee. Mr.. Chairman.

The Chairman. Senator Chafee.

Senator Chafee. Thank you, Mr. Chairman.

The states would certainly, under the provisions

proposed or that will be proposed, will have the option

place that on.

The Chairman-. The Federal law does not address

issue at all now. This would require the states to do

We are going to eliminate it from the proposal.

!the

would

tdminis5.

minis-

l ion.

to

the

that.
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Senator Chafee.

This

here.

becau

certa

the s

The Chairman. Right.

would be a requirement.

Senator Long. This d

I. assume the reasoni

se under the President'

in amount made availabl

ize of it?

That being the case,

amount of money.

use it or

money aval

some other

The

up a lot o

the poor.

plus the f

reform pac

year.

not, t

You mean they would ha

Some states. may

El iminate

esn't show

.doesn't' s

program,

as in a b

it for

any sa

how any

you wou

lock gr

the states only ha

It doesn't make any differen

hey still would h

la bl e, and. you would

purpose if they used

Chairman. It seems t

f positions, that we

We thought with the

act it would better f

kage, hopefully we ge

ave

assuw

the

0 so~

were

negl

it i;

t on

ye the

do it

the t

vi ngs

savi n

id hay

ant.

ye a c

ce whe

the same am

me th

l en d

me of

taki

igibl

nto a

some

ey would

ount

use

us that it

ng phones aw

e benefit sa

general wel

time later

Senator Long. I would strongly urge that you

that particular proposal out, Mr. Chairman. If you

watch out, you have something, you have good intenti

someone tries to make it as thoucih Your Dackaae is c

inhuman.

If the states want-to do this, I assume they would
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1 0

have the power to do it. If they don't want to do i

don't know, in view of the fact under the new propos

don't have-~- they would only have a certain amount

available to them. I would leave it out. Let them

for themselves whether they want tLo ask for a lend.

Mr. Lighthizer. Mr. Chairman, the next serie

savings the Administration proposed begin on page 43

they are in the area of child support enforcement.

The first item provides for additional use of

IRS to collect child support payments. Essentially,

requires the Secretary of the Treasury to withhold f

tax refund~due to an individual, an amount equal to

support payment.

The.-second item

ort agencies respon

a child's parent if

ell as for the chil

The third item i

for non-AFDC famili

e is a modification

The Chairman. W

Mr. Lighthizer.

The President's

retain a fee for

the child support

in this area

t, I

al they

of money

decide

s of

Iand

the

it

rom any

a post

would make state child

sible for collecting support p

the child is living with the

d himself.

&-7under the heading "Modify co

es." This is one of the items

to in the Chairman's package.

hat page is that on?

On page 44.

proposal would

ayments

parent

11lection

that

require states to:

non-AFDC families equal to ten percent of

collected.
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1 1

The fourth item, "Financing Incentive Payments,'t

under present law, a 15 percent incentive payment is paid to

states that collect support on behalf of other states to the

political subdivision where the state collects support on

behalf of its own state and to states that collect support

within the state on their own behalf.

The proposal of the Administration is that the finance

incentives from both the state and Federal share of child

support collection be offset.

The fifth item, under the fifth item, child support

obligations not discharged by bankruptcy, essentially the

Administration would reinstate the provision that had been in

the Social Security Act that in effect the declaring of the

child support obligation assigned to.a state as a condition

of AFDC eligibility not be. discharged *in bankruptcy. Curr

it is discharged.

Senator Chafee. Let me just interrupt. In the propo

are there widespread objections in any way?.. They seem to

make sense, but just take the bankruptcy one. Why did we

pass that in '78, to take that out from under the discharg

bankruptcy?.-

-.Mr.:-Stern;-. Senator Chafee, I believe that was

done by the .Judiciary Committee as part of an overall

bankruptcy revision and really never did go to the Finance

Commi ttee.

en t

sal

e
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1 2

Senator Chafee.

reinstate it, under the

Mr. Stern. Yes, sir,

Social-Security Act, where

Senator Chafee. Now

That sounds kind of intrigu

That is now going to be div

comes from the Federal Gove

Mr. Stern. When you

to provide a strong incenti

programs, you allowed them

effect out of the Federal s

imburse the

collection.

As I

to be offeri

Feder,

That

a1 Gov

was i

understand

ad, this pro

strong incentive.

Senator Chafee.

Mr. Stern. As I

Mr. Lighthizer.

would be dropped would

would stay with current

Senaitor Chafee.

Mr. Lighthizer.

described on page 4 7.

And, would we have the ability

bankruptcy laws?

.you would reinstate it und

it was originally.

how about that collection f

ing. The collector gets 15

ided between the -- oh, I g

rnment pays the collection

originally set that up in o

ye for states to undertake

to take the full collection

hare. You do not have to r

ent for the Federal share o

ded as an incentive.

in the modification that is

on would be dropped to keep

The provision would be kept?

understand it.

Going back to sharing the i

be the Administration propos

law in the modification.

Go ahead.

The social services block g

Essentially, the Administrat

t o

er the

.ee?

perce

uess

fee.

rder

these

s in

f the

n t

i t

1
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oses blocking a

within the juri

hich are within

number of programs,

sdiction of our commi

the jurisdiction of

several of

ttee, and

the Labor

which

several

Commi ttee

into a social services block grant, and defunded at 75

of the 1981 funding level.

We have a modification of this in the Chairman's

proposal, also.

I might

are the ones wi

diction of the

The rema

are not within

Senator

When we talk ab

of the mandates

that are going

going to comei

haven't provide

grant

all th

0

e

N

r

hat

i s

f un

say that the first seven items listed

th. the footnote one, that was in the

Finance Committee.

inder, from rehabilitation services o

the jurisdiction of this committee.

Boren. Just a question on that, Mr.

out combining all these, do we get ri

? Are there any kind of auditing pro

to be imposed upon the states. again?

n and say, "You haven't provided this

d that."

I am try

this, wh

ctions.

i ng

ich

You.

and which ones you don

to spend on each one."

guidelines, because if

block grant, you don't

to

mea

dec

get

ns

ide

percen

there

juris-

n down

C

d

C

at, is this a genuine

"Here is the money. *H

which ones you want to

't want to offer and

Or is this going to

you keep all those a

have a block grant,

how much you

have all so

nd you call

you give the

:ha i rman.

of all

~ddures

Are they

and you

block

ere are

offer

want

rts of

it a

s tate!
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14

less money.

Mr. Lighthi

Administration to

the restrictions.

area..-

Senator

Senator

have the block

zer. Sena

make it a

They do

Boren.

Long .

grant

area, the states wou

those categories. I

Mr. LighthizE

Senator Long.

or less into-social

Mr. Stern. -r
ten percent among th

provide that all of

performed

into the block

grant.

among

I

Wi

wo

th

I 1

5

In

You

and

tor,

real

requi

all of

would

you wou

there was an attempt by the

block grant and not to have

re that it be used in this

this area?

have the option, you would

Id have the option within the

d have the option to shift funds within

n't that right?

Yes, sir.

In other words, if you want to put more

ser.v

'here

ie bl

the

ices

i s

ock

serv

under the programs

you coul

n opportu

rants. T

ces that

that are

grant, can now be perfo

Within any gi

those particul

yen block grant, they

ar programs.

d do so.

nity, Senator, t

he authorization

could have been

now being amalga

rmed under this

0

5

move

Will

ma ted

block

can be shifted

Senator Long. In line with what Senator Boren said,

uld hope that those Federal regulations in connection-

all that would be permissive rather than mandatory.

Mr. Stern. That is correct, Senator.
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Senator Boren. The Federal regulations would all be

s si ye ?

211The'refor,

choose. The

regulations wi

use the repeal

block grants w

mposing those

But, I thin

the states may implement any

choice is at the state level.

11 not be opposed from the Fe

ers which you see within the

ill, in fact take the Federal

specific regulations.

k as the Secretary has said,

in testimony,

the E

the s

'ho ad

to Tr

ren.

level

for. r

l on g

a pro

and

the knowledge

!xi sten

~tates

Ivocate

iove th

Well ,

of cu

-unaweay

and sa

gram I

says,

ce of

have h

vario

at at

su pp os

r~rent

youth

ys , I

suppo

"WellI

c e

a d

u s

t h

s e

am

rt

w

rta

to

does not

in guide

work. wi

of that that

Certainly,

deral. level,

construct of

Government out

on a

go a

lines

th do

positions don't

e state level.

for example, le

rvices here, I s

for instance. S

not suggesting

,but let's supp

e feel we have a

other areas. We are not going to

number of

way and

and

C311 I.

go away,

t's just

ee you

uppose

this by

ose the

pressing

spend

do that?

Under this concept the state could

with you what the Secretary has said

Freelance Reporting Company
1629 K Streett N.W.

Washington, D.C. 20006
(2.02)1 659.0760

occasions,

knowledge of

lations that
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simply begin

Senator Bo

this to the

$10 million

state comes a

means, it is

e comes along

need in some of these

anything on that."

Now, can a state

VOICE.: Yes, sir.

do that. . I simply share
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when-asked that very same

it would be, and the Admi

for a state to take that

advocates of those issues

states certainly are as

level as they are at the

Senator Boren. Yes

Senator Long. Wel

time that we recognize tU

are also represented by t

and those people have a IT

I mean, in Washing

but those people have goo

and a desire to further h

One would think th

regulations we have been

them wise, they will cont

But, insofar as th

or inappropriate, they wo

like we would do where we

VOICE: Senator, I

trat ion' s view.

Senator Long. Bas

philosophy of the new Pre

necessarily located in Wa

?questio

[nistrati

course o

., where

'ocal and

Federal

I1 I

t a t. t

.hese

iod ic

ton ,

d in

uma n

ey c

i nue

ey f

uld I

don

j u

1`ie

n, and that is, he feels

on feels it would be unlikely

f action, because the

those needs exist in the

as active at the state

level .

st think that it

same people whom

governors

um

i t

ter

b e

oul

to

i nd

be

I t

i s

we

about

represent,

and state legislatures

of sense themselves.

might be heresy to say

itions. They have a t~on

ings, just like we do.

d look to all these Fed

'ere and so far as they

do business that way.

them inexpedient or urn

privileged to make chan,

think they make much sei

think that is exactly

ically, it just

sident that all

shington, D. C.

carries

wi sdom

t hat ,

science

er

f i

a

n

I

d

wise,

ges

nse.

the Adminis-

out the

is not
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adopt

care,

propo

uses

i ndi v

we en

chil1d

rema i

that

fostei

in po!

VOICE: Yes, sir.

Senator Chafee. Let me ask a question about on the

ion assistance. Now, we went through same and the fostet

which we did last year. What would happen under this,

sal to that;'those actions we took last year?

Mr. Lighthizer. Under~adoption assistance'?

Senator Chafee: Yes, *in the foster care.

Mr. Lighthizer. Those programs would be permissible

for thi~s block grant. Those programs would disappear as

idual programs.

Senator Chafee. But, there is a host of legislation

acted in connection with those, the rights of th'e adoptec

and of the foster care child and so forth. That would

n in effect, would it not?

Mr. Lighthizer. Yes, sir.

Senator Bradley. Would the Senator yeild?

Senator Chafee. Yes.

Senator Bradley. Are you talking about the legislatior:

tried to rectify. the problem where somebody got into

r care, they basically got stuck there?

Senator Chafee. That is right.

Senator Bradley. They didn't find themselves to be

sitions to be adopted, and there was no incentive for

adoption.

Senator Chafee. That's right.
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Senator Bradley. Yes.

Senator Chafee. That package.

VOICE: Senator, I believe you are referring to public

law 96272. It is one of the provisions that has been

proposed for inclusion in the block grant.

At the Committee's request we have provided some

additional guidance. The Committee has requested some in-

formation of a technical assistance nature concerning ways in

which language might be included in the law to assure that

certain of these activities were specifically identified in a

more precise way than they were in the original proposal.

That language was. provided for the Committee's staff yester-

d ay .

But, the Secretary and the Administration firmly

believes that this particular program or set of programs are

very much the kind of things that should be included in the

block grant.

Senator Bradley. Well , are you saying that if a

state chose to spend money on foster care that they would

have to spend it consistent with the law that was passed last

year?

VOICE: That is-the net effect, Senator, of the

language that was provided for-the Committee yesterday.

Senator Chafee. Well, where is this language? I

haven't seen it.
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Mr. Lighthizer. Yes.

Senator Chafee. You don't have to give it now. I

would be interest in looking at it as soon as you could

it available, because -- as I understand the program he

this we are just going to discuss here today, and then

are going to get into actual mark-up on Tuesday.

Mr. Lighthizer. Senator Chafee, under the Chairm

propos al as it is drafted right now, we could go a step

further than this modification that the Administration

suggests and just maintain these three programs as inde

programs. We don't put them in the block grant and we

them separate.

Senator Bradley. Tha

Mr. Lighthizer. That

we just keep those three pro

assistance and child welfare

the way we passed them last

block grant, but we reduce t

Senator Bradley> A go

Senator Chafee. We do

Mr. Lighthizier. The

is the same budget savings,

budget savings in this categ

but we keep those as an inde

are now in current law. We

make

re,

we

a n Is

penden

keep

t is the Committee's suggestion?

is the Chairman' ssuggestion is,

grams, foster care, adoption

services as independent programs

year and not include them in the

he funding.

od idea, Mr. Chairman.

what?

funding is reduced so if there

we have the same 25 percent

ory, as the President requests,

pendent programs, the way they

just don't repeal that.
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Senator Chafee. So they won't be -- th

categorical block grants.

The Chairman. Targeted block grants.

Senator. Chafee. Targeted block grants.

The Chairman. Right.

Mr. Lighthizer. Well, I guess I would

be what they are right now, for the mast part

Senator Bradley. Thank you..

Senator Long. They would remain cates

Mr. Lighthizer. Yes, sir.

Senator Chafee. The three, adoption, f

the other one is what?

Mr. Stern. Child welfare services. Al

linked in the legislation last year. They ay

the nature of maintenance payments. They arc

program under social services now because yot.

excluded maintenance payments from the social

program.

iey will be

say they would

Ionr c al programs!2

~oster care and

1

There is a programmatic reason for trea

separate. They are not social services.

Senator Bradley. That will be in the pa

Chairman.

The Chairman.

Senator Baucus.

block gr~ant and states

thre

basi

not 1

expl i

seryvi

were

all Iy

ke an,

itly

es

ting these

i n

y

a s

ckage, Mr.

I think we can vote on the package.

It sounds.good to say it will be a

have the freedom to decide which amonc
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these various programs to allocate the funds.

It seems to me that there is always going to be

some problem still of-definition.. My question really is,

what if the state decides it wants to shift say day care or

social services and has an expansive view of what constitues

day care, social services.

I am wondering what regulations are going to accompan

these kinds of block grants and what provisions in the law t

restrict or define what constitutes a day care and what

constitutes social services.

What if a state wants to spend-.money in day care? I

don't know, tbey.could build schools or who knows what. I a

just curious, as a practical matter is this really going to

give states much freedom., or as a practical matter are our

states goint to be -

VOICE: Well, Senator, the Administration's view on

is that

the states and

been in place f

social services

It is ou

allows the savi

country, these

many of these in

t

.0

itiatitves are well

hey are in fact moving

r some time, day care a

forward.

nd other

y

0

m

in place in

They have

speci fic

r view that by moving to, a block gran

ngs that are of critical importance t

programs just aren't going to vanish.

going to move along

with much the same

t

0

in much the same way that they

kind of Imprimatur and much the

which

the

They

do

same

Freelance Reporting Company
1629 K Street, N.W.

Washington. D.C. 20006
(202) 659-0760

C)

24

25

that

are

now



2 2

kind of

imposed

regulations. Th

from the Federal

Senator Baucus. T

question is,

from shifting

some kind of

present conce

I am j

is the block

flexibility,

Federal regul

definition of

Mr. Li

legislation 1

will the ques

way that a ce

a permissible

ultimately ha

Department an

what is 901

money from

ed uc a

.ptior

ust t

grant

or as

ati or

'the

ghthi

i sts

t i on

.rtair

u se ,

ye to

d Ig

ey will not be regulations that

level, however.

hat doesn't answer my question.

n g

da

to

y

pre

c are

vent, if

to some

anything

kind of

itional programs which go way

iof day care.

~rying to find out, as a prac

program going to give state

a practical matter, will th

is which will restrict the sc

programs.

zer. As I understand it, Se

the permissible uses. If you

ever arise as to whether or

i amount of money is being sp

I think that is a matter th

be resolved between the sta

ruess, could potentially lead

are

My

Ia state

schools ,

beyond the

tical matter,

s freedom of

ere s-till be

ope and the

nato

r qu

not

ent

at w

te a

to

Senator Baucus. What is the Administration

r, the

estiort is

a specific

is really

ill

nd the

litigation.

proposal,

then?

Oh, I see.

Mr. Lighthizer.

Senator Baucus.

Mr. Lighthizer.

Yes, Senator.

Thank you very much.

Yes, sir.
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student

any Fre

percent

next y

now, o

col leg

Mr. Li

,benef

shmen,

ghthizer.

its. You

next y

wi

ear,

The President

11 recall,, bas

and reducing

until the program is completel

The

ear,

n the

e, bu

Chai rman

that mea

theory

t to mak

i s

n s

t h

e

a

t

absorb some of the dif

Therefore, we c

have a 33 percent cut.

President's savings by

The Chairman.

Mr. Lighthizer.

The Chairman.

Mr. Lighthizer.

I might also sa,

works, instead of cutt

proposal is to i

seniors who are

t they are only

he rest of the c

y

i

by 25 or 30 percent, wh

through the school year

during the four summer

The next change

the minimum benefit for

The Chairman's proposal does

by perm itting people who are

proposed elimi

ically by not

everyone else

y phased out.

nclude college

in high school

a few months a'

ollege populat

erence.

t, instead of a 25 percent

The savings are less than

about $380 million.

hat is in '82; right?

Yes, sir.

ow much in '83?

About $240 million.

that the way the Chairman

ng everybody's benefits fo

at they do is give full be

and then reduced benefits

months.

the President proposes eli

both current and- future r

cu

th

nat

inc

by

w

i

i ng

luding

25

Freshmen

right

ay from

o n

we

e

is proposal

r 12 months

nefi ts

to zero

minati ng

eci pients.

that also, but it is modified

above the age of 60 to qualify
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for S51, not to have their minimum benefit

addition to the safety net feature.

There Are no other.chang-s until we

The Chairman. Wait a minute. What

the Administration's savings? It reduces.

Mr. Lighthizer. It reduces savings

year in both '82 and '83, Mr. Chairman. I

$100 million to do that.

Senator Grassley. Explain what the

Admi

and

even

ther

t hey

the

part

peop

would

reduced, in

get

does

by $1

t CGS

1t0 --

that

0 0

t S

do to

in each

about

difference was.

Mr. Lighthizer. The difference is tbat-under the

nistration's proposal someone who is between 60 and 6

has their minimum benefit cut is not eligible for SS1

if they are poor..

If they are above 65, they are eligible for SSI, a

efore will have no real reduction as a result of this

can qualify on the needs test basis of 551.

Senator Heinz. Mr. Chairman, if you will yield.

The Chairman. Senator Heinz.

Senator Heinz. This flows out of hearings we held

Aging Committee. We determined that there was one

icular group at risk consisting of up to some 300,000

le who fell into that age 60 to.-age 65 category.

They could very well be ppor and in every respect

very income respect be qualified for 551 except they

d not have attained age 65.

5

n

i n
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2 5

Therefore, they would not be qualified for SSI. If

they were blind or disabled, they would be qualified.

Mr. Lighthizer. This is not a permanent expansion of

the SSI program. . It is just for people who are currently

eligible, currently getting the minimum benefit. It is not

a five-year expansion of the SSI program. That would cost

substantially more-than $100 million, obviously..

The next change is the President recommended the

elimination of the end stage renal disease network. The

Chairman has eliminated that elimination. So, that proposal

is not in there.

The Chairman. You are under Medicare now.

Mr. Lighthizer. Yes, sir.

The Chairman. We can follow you.

Mr. Lighthi~zer. On page 2, I am under Medicare now.

That has been excluded from the President's package in the

Chairma n's proposal.

The next item where there is change is that the

President proposed repeal of certain coverage enacting the

reconciliation bill.

Under the Chairman's proposal those same items would

be repealed with the exception of the removal of the home

limitation -- I am sorry, the removal of the limitation on

home visits, the provision that provides that when a dentist

performs a covered service, it is not covered, but it is if
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a physician does.

The physical therapist provision, and there is a

change in the effective date of the vaccine provision.

Instead of it being repealed as the President proposed, the

effective date would be changed to January 1, 1984.

Senator Bradley. Go over that again. What is the.

.effect? What did you do?

Where is this?

The Chairman. Pages 8 and 9.

Mr. Lighthizer. if you look at pages 8 and 9,

Senator.

The Chal

President's pro

Wha

one we are

Mr.

first one,

Sen

The

Mr.

not repeal

rman.

posal

t we have do

discussing

Li ghthi zer.

Senator.

Ator Bradley

Chairman.

Li ghthi zer.

number 5.

Senator Long.

It has a list of eight items the

would repeal that was enacted last

ne is

right

The

modi

now

Chai

fied four of those.

is the pneumococcal

rman would not repe

The first one

Being home health

He would not re

bei ng?

visits.

peal . He wo

Let me ask about a long drawn

operation, in item number 6.

Mr. Lighthizer. There are two sides to item

The

vaccine.

al the

uld also

out

number
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One is-the question of whether the service is pa

If it is a covered service and it is provided by

ist as opposed to a physician.

The second one is the question of whether the h

is paid for where the person is hospitalized not

cal procedure, but for because of the severity of

al condition.

The Chairman would not change the second item ,

would change

covered serv

be the same

be the same

th

ice

a s

a s

Sena tar

pital to

performne

right.

At 1

Mr.

per

d by

It o

east

Li gh

ie sorcalled equity item. But, if it

and it is performed by a physician,

if it were performed by a dentist, it

if performed by a physician.

Long. If the oral surgeon puts him in

form a service for which he would be

a surgeon, but not an oral surgeon,

ught to be covered in either event.

that would be taken care of, right?

thizer. The service would be taken c

Senator Long.

i

i

S

t

i

2 7

d

a

osp

fo r

the

i t

a

alI

but he

a

would

'oul d

the

el igi bl e

that is

are of.

Thank you.

Mr. Lighthizer. The fi

Bradley, number 8, the pneumoc

would repeal that.

The Chairman's proposal

date from July 1, 1981., to Jan

Senator Bradley. What

nal i

occal

tern, on page 9, Senator

vaccine, the President

would change the effective

uary 1, 1984.

is the rationale for the
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repeal of that coverage?

The Chairman. We didn't repeal

-- you are talking about the pneumococ

Senator Bradley. You are simply

be covered for pneumococcal vaccine, b

until January 1, right?

The Chairman. I think the ratio

can figure out some way to handle it i

Senator Baucus had a interest in that.

Congressman Ullman has an interest in

on this side.

It is not a big item, but we th

could defer the effective date and ma3

compromise before that time.

Senator Bradley. You mean some

the coverage.?

VOICE: Mr. Chairman.

The Chairman. Yes.

VOICE: The Administration's pr

think was based primarjly on the fact

general statisti cs indicating the effi

there are no statistics dealing with a

we are talking about.

With a $55 million investment,

think it prudent to hold off until we

it, we just delayed

cal vaccine?

saying that you wi

u.t you won't be cov

nale was

n the mea

I know

that, and

hopeful

ntime.

former

many o

I11

ered

ly we

I know

thers

ought at least we

be come up with some

compromise to keep

oposal for repeal I

that although there a

cacy of pneumococcal,

specific age group

the

have

Admi ni

that

re

stration did

kind of data
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that shows efficacy for th

Senator Bradley.: T

VOICE: The Medicar

Senator Baucus. Is

particular age group is l~e

are general statistics sho

VOICE: On neither s

general studies which deal

but nothing dealing with t

Senator Bradley. W

their pneumonia shot?

VOICE: I am afraid

Senator Bradley. My.

until, January, I remember

you wo-uld get them in the

Mr. Lighthizer. Se

1 984.

going

do -it,

Senator Bradley. Oh.,

The;iChairman. Yes.

(Laughter.)

The Chairman. They w

(Laughter.)

Senator Long. .1 would

to do something about

provide it to people

'at particular age group.

his age group is what?

e beneficiary, 65 and older,

there any information that t

ss efficacious.? You say the

wing it is efficacious:

ides Senator. What we have

with the broad stratum popu

he Medicare age group.

ell, when do people normally

I can't answer that,

point is, if thisi

you used to get the

fall, anticipating a

nator Bradley, it is

s ir .

his

re

i

*1

S

ation,

get

sir.

s delayed

flui: shots,

bad winter.

January,

January, '84.

ill still be in the bal 1 game.

think, and I would hope we are

pne.umococcal vaccine, we woul~d

now or at least before the next
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winter sets in.

I am told by a doctor more of these old

from pneumonia than any single

killer. I would hope we could

in there. I would rather redu

stand the budget procedure. T

we could reduce to try to make

The Chairman. We haven'

that is the reason we changed

like the information from

certain how soon that wil

Do you have any es

VO-ICE: I am afraid

different part of the dep

quickly.

'Senator Bradley.

understand it again.

The Chairman. It i:

Senator Bradley. I~

able to get coverage forI

1, 1984.

Mr. Lighthizer. Th

1

t

the

b e

imat

c

h

t

t

A

a

e

thing. That is

find the money

e something els

ere must be som

it fit.

given up on th

he effective da

dmininis tra tion.

v a iIa ble .

I don't.

artment.

So, as it

That would

We can get t

people die

the

to h

e.

ethi

at.

te.

I

a

I

n

number

ye that

under-

g else

one

I think

We would

am not

be in a

hat to you

is now, let me try to

s still alive,

t is not going

pneumococcal va

at is right. I

for by Medicare until after January 1, 1984.

Senator Bradley. So, in other words,

until now and.the old folks are not covered

but postponed.

to -- you will be

ccine until January

t will not be paid

i t is repealed

Freelance Reporting Company
1629 K Street, N.W.

Washington, D.C. 20006
(202) 659.0760

C-)
1

2

.10

1 1

12

13

14

15

16

17

18

19

20

21

22

0

23

24

25

i



3 1

The Chairman. We do not repeal it, we just delay the

effective date.

Senator Bradley. The effect is there is no coverage--

for old folks to get their flu.shot.

Mr. Lighthizer. Not the flu shot, Senator.

~Senator Bradley. The pneumococcal vaccine.

Mr. Lighthizer. The pneumococcal vaccine.

Senator. Bradley. What is the incidence over 60, of

the pneumococcal virus under under 60?

VOICE: I can provide that to you afterwards, Senator.

(Material to be provided.)
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Senator Bradley. I think you will find that it is

significantly higher o

the argument that they

Heinz would know, beca

wrong.

ver 60

don' t

use of

.as opposed

really nee

the Aging

to under 60.

d it is, as S

Committee, is

So

enator

total ly

I would like for you to provide those numbers for the

record.

Mr. Lighthizer. The next -

The Chairman. We were gene

action on this section. I think t

Mr. Lighthizer. The next i

change is to, in the provision tha

authorize Medicare contractors to

Board claims.. That is eliminated.

The Chairman does not have

in his package.

I am just going down the 11

The Chairman. Right.

Mr. Lighthizer. The next p

elimination of utilization review

President proposed is also not in

Senator Bradley. Where are

Mr. LighthizerK- Page 2.

What you have here is the C

Senator Bradley. Right.

rous compared to th

hey did that.

tern-where there is

t. the President has

process Railroad Re

that Dackace. that

e House

a

to

ti rement

elIement

st on page 2.

rovision under Medicare,

requirement that the

the Chairman's list.

you?

hairman's proposal.

Freelance Reporting Company
1629 K Stneet, N.W.

Washington, D.C. 20006
(202) 659-0760

2)

0



33

Mr. Lighthizer. What is not included in the Chairm

proposal are items that he dropped out of the President's

package. You really have to have pages 2 and 3, of the

Blue Book which-has the whole President's package, and the

Chairman's proposal.

The Xerox sheets just give what the Chairman' s

proposal is.

I am also highlighting for you items that were

dropped out and therefore, are not on this.

The Chairman. I think it might be well, when they

are not on this list, point out where they are in the Blue

Book so they will know precisely.

Mr. Lighthizer. Yes.

The Chairman. In other words, you touched on the

elimination of utilization review requirements of the

President's proposal. It is not in our proposal. We have

eliminated it.

Mr. Llghthizer. That's correct.

The:-Cbairman. We dropped that.

We have eliminated the elimination.

Medicare contractors.

Mr.. Lighthizer. That is also not in the Chairman's

package, although it was recommended by the President.

The..next item is the Medicaid cap.

Senator Heinz. Mr. Chairman, before we go to
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Medicaid.

The Chairman. Senator Heinz.

Senator Heinz. Thank you, Mr. Chairman.

I don't see it on the sheet handed out, the item on

page 12, number 7, elimination of PSRO.

The Chairman. That is on page 4.

Mr. Lighthizer. That is on page 4, under authorizatio

This is just direct spending. But that provision, the

elimination or phase out of PSRO's is also not in the

Chairman's package.

Senator Heinz. That's not.

Mr. Lighthizer. Correct, Senator.

Senator Heinz. That is what I wanted to be clear on.

Senator Boren. Are the totals of the Chairman's

proposal less than the totals of the President's recommendat

Mr. Lighthizer. No, sir.

Senator Boren. Where do you essentially recoup?

The Chairman. You will get that good news quickly.

(Laughter.)

Mr. Lighthizer. On page 3, there are -- which I will

get to in a second, there are other alternativ es which raise

the difference, and plus a little bit.

The Chairman proposes a modification in the Medicaid

cap, basically, instead of -- Ms. Olson, do you want to just

briefly.
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Ms. Olson.

cap Medicalid

rather than 5

We wou

$100 million

So, ba

with the Admi

uses the GNP

So, th

One, i

The Chairman' s proposal would basically

expenditures bi

percent, as si

Id also not re,

as the Preside

sically., the c

nistration's p

deflator for i

ere are two mo

s it increases

agi nni ng

uggested

duce the

nt had r

ap begin

ackage i

ncreases

dificati

in 1982, at 9 percent

by t

1981

eccomm

s in

n the

after

o ns .

the amount to

he Admin

expendi

ended.

'82. It

out yea

1

9

Two, it does not reduce 1981.

Mr. Lighthizer. . The next provision

repeal, it is called here, Repeal of Title

The President proposed putting that

Services block grant which merged programs

diction of our Committee and the Labor Comm

What the Chairman proposes is havin g

5, maternal and child health block grant wi

funding, but a separate program, not part o

block grant.

Senator Bradley. That would go down

though? Would it?

The Chairman. Right.

Mr. Lighthizer.. Yes, sir.

Senator Bradley. Thank you..

i strat

ture s

ion.

by

is consistent

r in that it

982 .

percent.

is under the

5 .

into the

between

ittee.

a separ

th the r

f a. heal

Hea

juri

ate

edu

th

c

S

Ith

5 -

Title

ed

ervi.1c

to 25 percent
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Mr. Lighthizer. The next item under the heading

Unemployment Compensation, the President recommended the

13 week requirement --

Senator Matsunaga. Before we proceed on unemployment,

Mr. Chairman, we are merely comparing your proposal and the

President's proposal.

The Chairman. Yes.

Mr. Lighthizer. The Chairman proposed eliminating

that 13. week requirement.

Under public assistance -

The Chairman. Wait a minute. Touch on that again.

Mr.. Lighthizer.. The President proposed redefining

suitable employment after 13 weeks for regular unemployment

benefits.

The Chairman.

Mr. Lighthizer.

standard imposed on th

The Chairman. D

Senator Boren.

only requirements on t

involved.~ This would

coming in and mandatin

support the Chairman's

that first 26.weeks of

state..

That was the Federal Standard?

The argument was that was the Federal

e state program.

o you agree with that, Senator Boren?

I do. I think we have always held to

he extended benefits for Federal funds

set a precedent of the Federal Governmer

g the purely state portion. I would

recommendation that we not get in to

basic benefits, we leave that~u pto th(
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The Chairman. Everything else is the same, Bob;

right?

Mr.

Th e.

earnings di

The

care deduca

Lighthizer. That is correct. Yes,

next change, under AFDC, the first i

s regard.

Chairman would modify that to raise

tion from $50 per child, per month,

si r.

tern is limit

the c

to $1

hilId

60 per

per month.

The.inext

parents income.

not to others 1

The next

service or. syst

not in the Chai

also included i

Chairman's prop

Require*

modified, as su

Bas~ically, it i

Senator

are excluded, i

items are

We would

i vi ng

i tern,

em, wa

rnian 's

n the

osal

commun

ggeste

s made

Heinz.

t is

you go -just a Ilitti

the same down through count step

limit that just to step parents,

in the house.

national recipients i

s recommended by the P

proposal. Access to

President's package an

i

d

ty wor

by Se

opti on

Bob,

hard to

e more si

Mr. 'Lighthizer.

Senator Heinz.

are excluded from the

k programs, pre

nator Grassley

al in this.

could you -- on

follow

owly?

Yes, sir.

Could you

Chairman's

with

I am

nformati on

resident and

information

d is not in

5

a

umably will

nd Senator

the things

the Blue

sorry.

Book.

i s

was

the

be

Long.

that

Could

go through the things that

proposal?
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Mr. Lighthizer. Under AFDC, we modified the first

item which is limit earnings disregard.

Senator Heinz. Yes.

M'r. Lighthizer. The next change is under count step

parents income. We modified that. It is a little broader

than just step parents.

Senator Heinz: Yes. Item 8.

Mr. Lighthizer. Yes, sir.

The next item is National Recipients Information

System.recommended by the President and --

Senator Heinz. I am just trying to follow you. That

is on page 10, page 36, item 10.

Mr. Lighthizer. I am going down the summary sheet,

on pages 2 and 3.

The Chairman. Give him the other pages.

Mr. Lighthizer. Yes.

Senator Heinz. You are doing fine, Bob.

Mr. Lighthizer. The access to information is not

included.

Senator Heinz. Page 36, item 10.

Mr. Lighthizer. Thank you, Senator.

(Laughter)

Mr. Lighthizer. The require community work program

would be modified on page. 36, as Senator Long and Senator

Grassley have suggested.
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Senator Long. I made the point and we agreed to it at

Lilt U htim , OIIU VIt,1 I fir, LIIC %110 I ua IagreI ~j CU IC= VWVU I U IIIVUl I Ij 1I

amendment to include it, that under the proposal the state

should have the option to pay people to perform work or

services rather than merely all of it being required to be a

gift.

That being the case, there should be complete

flexibility in regard to that. You could pay them to do

work rather than -- we could pay them to do all kinds of

things. Part of it could be a grant and part of it a

payment for work. You could pay it all if you wanted to

pay people to do work rather than service. But that-the

states ought to have the flexibility to work it out how they

wanted to work it out.

That was what we agreed to. Those who were not here

ought to know about it.

Mr. Stern. Senator Long one element of it is if the

state does use that option, they would have to achieve an

overall reduction in the cost of the welfare program.

The purpose of this is not to raise the cost of the

welfare program.

Senator Long. It would not cost -- the suggestion is

that it would not cost one additional cent. They have X

amount of money available in the block grant. Out of the

money that is available to them they could use some of that
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money to pay people

for doing nothing.

But, there a

people to do someth

use to pay people t

people for doing no

But, within

could work out to s

Senator Bore

aaree with Senator

This is

and all

vol unta

exampl e

people

to do something rather than paying

That is the thought.

re a variety of ways that they could

ing. Now, obviously, the more money

o do something, less is available to

thing.

those there are a lot of variations

ult their

n. Mr. Cha

Long's pro

exactly what we tried

For example, we tried

ow them to work so man

ry program.. Some of 0

Ifor ju~veniles, and m

had-the greatest respo

I went through one

again and again b

job. I love any w

Ever since

been hounded by t

voluntary, this i

recipients to-do

I am very

.very clearly.

y people

ork.

them

pay

they

pay

they

best judgment.

irman, I certainly want to

posal and commend him for it.

to do in Oklahoma.

to take some of the recipients

y hours a day. It was a

ur state institutions, for

entally retarded, and these

nse to that.

of the institutions.

saying,

I am feeling

we put t~hat program

he Feds saying, even

s a back-door approa

something, as if we

glad, and I .hope w~e

"Thank you for

I was stopped

giving me a

seful .

into, effect we have

though you say this is

ch toward paying welfare

had committed a crime.

can spell that out
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Senator Long. The point is that never in history

so far as I have been able to determine, has the Congress

ever gone on record as being opposed to paying people to do

something that is good for themselves and for society.

It is only some of those who are just adamantly

op posed to paying people to work, who managed to win a

lawsuit somewhere, probably financed by somebody down the

bureaucracy or~by'.a grant somewhere to say that you can't

pay anybody to do anything, you can only give the money

away.

The Chairman. Go ahead.

Mr. Lighthizer. The next change between the President

proposal and the Chairman's -- the President's package and

the Chairman's package is the item entitled "Eliminate

payments for-pregnant women before six months." That is on

page 38.

The change is that tax payments would still be

prohibited, but that these people could be eligible for

Medicaid before the~ir..six months of pregnancy.

Senator Boron. They wbuld be eligible for it right

from the beginning of the pregnancy, right?

Mr. Lighthizer. Depending on the states regulations,

that's correct. There would be no prohibition.

The:.next.item is on page 41, next item where there

is a change and that is allow, liens on recipient's homes.
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The Chairman has dropped that.

Under child support enforcement, modify collection

fee. for non-AFDC cases, which is on page 44, the Chairman

would modify that to read that in cases where there is a

child support collection in non-AFDC cases, the parents who

owes the child support would have to pay.

In other words, you could not put the fee on the person

who is requesting, in most cases presumably the mother who

is using. the service would not have to pay, but the father

who owed the collection would have to pay.

The next item on the next page, change financing of

incentive payments.

Chairman's package.

Now turn to pa

proposes that-we have

excludes the three fo

which we discussed ea

assistance and foster

programs, as they are

of the social service

the Finance Committee

reduce the funding fo

the same funding tota

.On the next pa

as I said before, is

That has been dropped out of the

ge 47, of the Blue Book. The Chairman

a social services block grant which

ster care, adoption assistance proposals

rlier, and the child welfare, adoption

care. Leave those as independent

under current law, and take the rest

s programs within the jurisdiction of

and block them together, and then,

r both by 25 percent, so that we meet

1 as the President proposed.

ge, the proposal to phase out.PSRO's,

not in the Chairman's package.
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If you turn now to the third page of the package th

was handed out today, we have the other alternative to rai

the money that was not raised, because of changes in the

President's proposal.

The first one is entitled "Unemployment Compensatia

loan package." Rod will describe that.

Mr. DeArment. This is sort of a multi-part program

to reform the unemployment compensation, sort of loan and

repayment system, to institute some cost saving reform

mechanism by which the states barrow unemployment compensa

funds from the Federal unemployment account.

It was thought that this was a useful addition to t

cost savings reforms in extended benefits and includes som

of the ideas or included in a bill introduced by Senator

Boren and Senator Heinz, S. 507.

Under current law, there is a Federal unemployment

tax of 3.4 percent on a particular wage base. That Federa

tax is, in most cases, credited with a Federal tax cr

2.7 percent.

So, the net amount that the Federal Government

collects is onl& .7.

Under this system, states that have deficienci

their own trust funds can borrow from the Federal Gay

interest free. If the state then becomes in default.,

Federal Goy ernment starts collecting money back from

edit of

es in

ermient

the

the
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state by a penalty tax which essentially reduces by .3 of

one percent, that 2.7 percent Federal tax credit. So that

it is essentially .3 of one percent Federal penalty for each

year that the state in default doesn't cure its default.

Our loan reform package, to address the problem that

there are a number of states that have substantial loans out-

standing, has both sort of a carrot and a stick in it.

* ~Let me get to the stick first. We would propose that

we impose, that the Federal Government charge interest on

new borrowing the state-makes from the Federal unemployment

account at a ten percent annual, I think it is compounded

annual rate.

This new borrowing would begin, when the state.~had not

repaid *its advances by September 30.

So, under this new borrowing, the state would have

some ability to have up and down cash balance borrowing, in

the course of a year.

.However, if it went over a year of borrowing, it-would

begin to pay interest on it.

There is some concern expressed that maybe states

would come upito the end of the year, fund sources of funds

from other states, and pay, it off and then borrow it two days

,later.- This 'has occurred under the current system, this kind

of j~imming, and I think we could address that by an amendment

to this. That the Department of Labor, under regulations,
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4 5

would certify that the state is in a position that they

wouldn't need to borrow for an additional six months, so

that people could~n'tgarne.play thi-s-- its -interests.

So, essentially you would on new loans after a year

you would be charged a ten percent interest rate. Under the

present system now, of course, they pay no interest at all

and these states have no real, incentive to worry about that

amount, because they have no cost.

A second feature of this package would allow states

the option of repaying outstanding loans directly from state

trust funds.

The state trust funds are finance

of taxes. So that this would be in lieu

penalty tax that they would pay the same

state trust funds.

.This would allow the states to us

rating system to recover the tax rather

or .6 or .9 or whatever the penalty tax

Senator Boren. Give them the opti

additional penalty..

Mr. DeArment. Avoiding the penal

for the tax those employers who h

d by experienced rate

of requiring the

amount out of the

e the experience

than just a flat .3

is on all of empl~oyer

on of avoiding that

ty tax and better

ave had the highest

oyment experience.

Senator Chafee. Mr. Chairman.

The Chairman. Senator Chafee.
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Senator Chafee. But this protection would fl(

on until they reached the .6 percent costs. Is tha:

Mr. DeArment. No. I think that a state at

point that would be subject to the penalty could av(

penalty by pay-Ing an equivalent amount from the tru!

if they chose to do so.

Senator Heinz. Rod, as I understand it, pro,

number two is independent of. a. freeze.?

Mr. DeArment. That's correct.

Senator Heinz. We are just saying we will al'

that are paying back whether they qualify for a fre(

You will allow them the option, if they want, of pa.~

through their trust funds of that is how they want I

Mr. DeArment. That's correct. It is an indel

feature.

Senator Matsunaga.

arrived at?

.Mr. DeArment. How

How is the ten percent ir

is the ten percent interest arrived

at?

Senator Matsunaga.. Yes.

Mr. DeArment. You mean

percent figure?

Senator Matsunaga. Yes.

Mr. DeArment. It was --

The Chairman. It could

how did we arrive at the ten

higher..
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Mr. DeArment. Yes.

Senator Heinz and Boren's bill has a 12 percent

interest which is the interest figure --

Senator Heinz. I can't -- Senator Dole wanted to be

generous to the states on this. In Senator Boren's and my

bill, we provide for tying it to the IRS penalty interest

rate.

Senator Dole, being much more generous, must less

hard hearted than Senator Boren and myself, has decided, and

his staff, has decided on this particular formulation.

Senator Matsunaga. It is good to know.

(Laughter.)

Mr. DeArment. The third component of this package

would provide a further incentive for state unemployment

fund solvency by allowing employers in debtor states, through

these unemployment funds restored to solvency, and who do not

relax their tax effort and who do not liberalize benefits,

to receive a freeze on this penalty at .6 percent or higher.

So that to the extent that states in a default

situation now subject to the penalty tax, would have that

penalty frosen at .6 percent, provided that they meet these

solvency requirements.

They would.nevertheless be subject, of course, to the

interest-on new borrowing,- and then there is a provision

where the solvency requirem ents might be waived if there was
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that over
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Now

a state is

a national1

more funds

ted recession.

there is a recessionary waiver included.

ator Bradley.

i

e

a

That is the question

the. bill last year, passed in the Se

sion that, as I recall, that if the

a serious debtor position, and had a

r than normal insured unemployment r

long period of time, that that stat

go to the fund to get further loans.

what in this package governs the si

already in rather serious debt, but

recession, there will clearly be a n

because t

Is that state

he unemployment

prevented from

will

I want to ask.

nate ,

state

n eco

ate,

e wou

tua

i f

eed

t

t

there

were

nomy that

and had

id be

e

.b

where

!is

aorrow

ion

her

t o

go up.

borrowing from the Fed era'

funds?

Mr. DeArment. Nb,

borrowing from~the Feder

Senator.Bradley.

pay a ten percent --

Mr. DeArment. Tha

Well, states, whe

not previously, will hay

Senator Heinz. Ro'

one of the~more complica

been involved with. Int

nothing would

al fund.

You are saying

preclude

that now

t's correct.

ther they are in serious

e to pay this.

d, may I make a distinct

ted procedures of law I

erest on new borrowing i

the state fror

they have *to

trouble or

ion? This

have ever

s separate

i s
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distinct.from issues having to do with the recessionary

waiver.

The recessionary waiver simply has to do with the

discrete issue of whether a state will qualify for the

freeze or a continuation of the freeze.

Senator Bradley..Even if they haven't made repaym

Senator Heinz. Well, the only reason you would be

interested in a recessionary waiver is if a state was in

arrears, if their borrowing had exceeded what they borro

the previous year.

If a state has borrowed more th

the previous year, then

ify for the recessionary

rig whatever freeze they

.6 or whatever it is t

e recessionary waiver I

because I don't have th

recollect, it says that

ured unemployment rate a

average, then this is no

a state willbut then

the

wa iv

have

hey a

think

e exa

,if a

f 150

t all

an their aggregate

question becomes,

er as a condition

settled ini at, .3,

re frozen at.

I will let Mr. De

ct Ij.anguage in fro

state has an unem

percent of the

of it, but that i

ent?

wed

do

o f

.6,

Armen

nt of

Pl oy-

s the

qualify for the discretionary

Senator Bradley.. Where in our document.--

Mr..:DeArment. If you look at attachment E,

ey.
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Senator Bra

Mr. DeArmen

and it indicates -

this package is th

goals of both cost

have sunseted this

it would expire an

expertience.

Senator Bra

Mr. DeArmen

Senator Hei

to the debtor stat

time.

would

$414 .

dley. I see it, yes.

t. The proposal is set out in some detail

- one feature that I did not mention of

at to assess its viability in achieving the

saving and an incentive for reform, we

entire package so that on .January 1, 1984-

d then could be renewed.in light of the

dl1

t .

nz

es

ey. We suns

Y es .

The bene

and the in

Mr. DeArment. The total

be in 1982, about $299 mi

et both -- the entire package?

fits of the penalty tax freeze

terest provision at the same

savings of the whole package

Ilion, and in 1983, about

Senator Bradley. Is this the only written information

you have on it, attachment E?

Mr. Llghthizer. That's correct.

Senator Bradley. As far as anybody else on the

Committee knows, there is nothing else on paper that explains

this proposal?

Mr. DeArment.- Well., if you would likel'to~look at

S. .507 star. print, that is a bill that Senator Heinz -and

Senator Boren have introduced. It was introduced in star
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print form on Monday. It is on Monday's record,, at least.

There is statutory language that implement most of these

features.

Senator Bradley. 'So, in other words, this is a

description of S. 507?

Mr.. DeArment. No, it is not. This is a description of

some of the provisions of S. 507.

Senator Heinz. Some of the provisions, Senator Bradley

in 507, aren't relevant to this. There are certain unemploy-

ment compensation reforms having to do with the National

tri~gger and so forth.

Senator Bradley. Yes.

Senator Heinz. Some of which the Committee has

adopted and some of which the Committee will not adopt.

Senator Bradley. Yes.

Senator Heinz. You take away those particular reform

provisions and what you have in star print, S. 507, 1 believe

is the legislative language we are talking about.

Mr. DeArment. That is right here.

Senator Heinz. Plus one additional feature which is

the sunset provision is not in the bill, but is described

here.

*Mr. DeArment: S. 507 includes a number of the cost

saving items that are in the President's package;

Senator Bradley. This is one of those things,.one of
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reasons why I would prefer not to vote for --

Senator Boren.

sunseted as well?

Mr. DeArment.

Senator Boren.

Mr. DeArment.

.Senator Boren.

feature, penalty and

Mr. DeArment.

Senator Boren.

Mr. DeArment.

are not i

Se

On the cost saving items, are they

Y e s.

You

No.

You

the

That

The

The

this package,

ator Heinz.-The

the entire package would be.

mean like the National trigger and

No. No.

are talk

cap and t

Is correc

rest of

rest of

just this

Presi den

No,

i ng

hose

t .

them

them

pac

t di

on borrowing, new borrowing. Thati

differently, and the additional reas

savi ngs.

not those.

strictly the interest

things?

are

are

age

not

permanent?

permanent that

is5.

,propose interest

we can treat it

the additional

to take this

weeks he

tice. Our

the labor

enefi t-you

and -the

s ome t hin g

hat 40;weeks

k

d

s why

on is

Let me ask this one question. I am sorry

but on the-President's estimate on the 20

estimates saving $11 million in 1983, I no

ision, in S. 507, we defined attachment to

a in-terms of earning 40 times the weekly b

i be eligible for in terms of unemployment

ngs were massively higher, $200 million or

Mr. DeArment. Your proposal in S. 507, t
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equivalent wages does. not provide the s

of flexibility that the President's pac

President's package has that formula in

that a state can determine the 20 weeks

men t.

tates the same degree

kage does. The

it as one of the ways

of work force detach-

Senator Boren. Correct.

Mr. DeArment. But they also allow, in some of the

heavy debtor states, they already have a 20 week standard.

Senator Boren. Well, basically, what I am wondering

is the President's proposal, the principle that I have always

felt is that someone shouldn't be able to go out and draw

unemployment compensation more than they ever earned *when

they were working.

That, to me, seems to be a little bit unreasonable.

You apply, you qualify for 26 weeks, the first basic 26

weeks, *and then to go in and get extended benefits, it would

mean you would have collected more unemployment than you ever

ea~rned..

Does the President -- I have heard of

California where people could go out and may

days in the movie industry and lump sum that

then draw unemployment benefits of three or

amount, spread over a period of time, work mn

a year and. draw benefits 39 weeks.

Are we ty.ing t his down enough where w
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sort of a thing from going on?

Mr. DeArment. I think we do. Senator.Boren, in terms

of the relative cost savings of the provision that you have

on 20 weeks of work, in S. 507, and the President's proposal,

the difference may relate to the order of the estimate.

There may be some interaction.

VOICE: Mr. Boren, when we made the estimates for the

ent's proposals, we t

vings shown for 20 we

r already being elimi

ated, etcetera.

The estimates for yo

0

e

e

n

e

S

Made

just

we a

fund

't be

Senator Boren.

I would like t

that just to make sur

we allow people -- th

in is that you should

you ever earned befor

I think that i

just make sure --

Mr. Lighthizer

Mr. Chairman,

ook th

eks of

nated ,

e proposals

work refi

cal cul ati

ur bill were mad

i ndepe

ask i f

re not

amental

able t

ndentl

they

creati

p ri n c

o draw

y,

cou

ng

i p1I

MO

ec

o n

e

I

Ild

a

e

r e

in sequence.

t

So

a National

change being

independently.

see.

go back over

situation wher

that I believe

benefits than

you became unemployed.

a little bit unfair. So, if we could

We will review that, Senator.

continuing

the Chairman. I might say,

han, what we are doing now is
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identifying changes between the Presid

and a series of modifications we made.

first couple of pages, 1 know that Bob

over with you, when we finish.

Senator Moynihan. Thank you, M

The Chairman. We would be happy

to go over the entire document.

Senator Moynihan. Thank you.

The Chairman. We are not going

until Tuesday. That will give everyon

andiM~onday.

We do hope to visit with you on

called to my attention, Puerto Rico.

Senator.Moynihan. Puerto Rico.

Mr. Chairman.

Mr. Lighthizer. The next item,

is round social security benefits to t

The savings on that are $92 million an

The Chairman. We can't hear you

Mr. Lighthizer. The next serie

under Medicare and Shiela will describ

Senator Durenberger. Mr. Chair:

into the response to Senator Boren's ea

me try to put. this some of your rec

,perspectivye.
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Dave

some of the

we are

make up

put tha

at the

about

t in s

We pro

asked earlier where we are g

things that weren't included

point

$1 .6 4

ome pe

bably

on the whole health f

else combined.

The purpose of

of the hearings told

using the budget as p

One very clear

is of all the human n

responsibility aver,

of providing health c

anything else that we

That leads to

use the budget proces

we are about

where the Chairman's

billion. I think it

rspectivye.

had more hearings at

uncti on issue than

the hearings,

us t

art

Ian

eeds

the

are

are

the

s he

the busin~ess

wo things a

of a public

d I think w

that this

provision o

is increasi

dealing wi

second, whi

re to some

of definin

in the payment system which will. mov

cost effectiveness.

Any other rationale is inappr

dealing with the health of people.

So, we have been concerned al

.process about cost changes at the Fe

oing to make

earl ier. I

up for

think

recommendation is

is appropriate to

to

the Committee level

probably everything

and I think what came out

bout our approach to

policy process.

e all know that and that

Committee has programmati

f health care or the cost

ng about twice as fast as

th here.

ch is if we are going to

way impact on that cost,

g some minimum changes

e us in some way towards

opriate when you are
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level, the provider level and the beneficiary level and how

all those can relate one to the other.

The part we covered earlier, the President's

recommendations., you saw about half of them stay in and half

of' them go out, and that is because we used, I think, those

of us who are involved in this; process, used basically a

measurement of cost effectiveness in deciding where he was

right and where he was wrong.

We hung on to the incentives for home health care.

We hung on to the incentives

because of the uncontrollable

We hung on to PSRO, an

the way it is presently runni

but because it is the only ki

have now that work toward som

I made a commitment to

to you publicly, that in the

find a better way and a cost

i s su es.

The same thing

to lower the cost of V

costs in kidney dialy

d you are, not because

ng is the best way to

nd of tools out there

e cost effectiveness.

the Chairman, that I

next couple of months,

saving way to handle t

is true of pneumococcal.

SRD,

S i S.

we

run

that

will

I1w

hese

think

it ,

we

make

ill

PSRO

That hasn't

effect yet. It wouldn't go-into effect until July

ye agreed to a-postponement of the effective date

of the reasons. that-were articulated here, but it

cost effective.-

is just a question of when we do it.;
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As far as the Medicaid CAP is concerned, there is the

big advantage to going along with the CAP. All the testimony

was against it from. those who have to administer it at the

state level.

"But, the big~advantage to.going along with it is

that we can get rid of freedom of choice and some of the --

hour statutory, requirements on the service deliverers and the

financers down at the local level.

But, we are recommending to increase that CAP from

five percent to nine percent, because even if you free them

up and you only increase it by five percent, when health care

costs are going up 18 percent, they can't even put:- their

own cost effective measurements into effect because they

haven't enough money to *do it.

So, I at least, have been convinced that some larger

figure, I had hoped it might be at least ten percent, but

nine percent may do it, with a deflater in it, combined with

freeing up the states to do some of the things they would

like to do, might be effective.

Senator Durenberger. The other consensus, from all

of the testimony, coming to us from the state level, in..

particular, was the biggest impetus and increase in the cost

of Medicaid is Medicare..

We look at the-explanation of some of the recommended

changes in the. Medicare program. We have not come to the
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millennium. We have not had time to come to the millennium

with regard to the Medicare. But, you will see a lot of

changes in here with respect to the role the state plays,

the provider plays, beneficiaries play in financing the

whole system.

You come up with $3 billion, a little over that, if

you total. it all up. I don't agree with that figure. I

think that is too

function to ma

I feel

consumption be

ouis to keep, t

defining the e

I have

participate in

agreed on the

in the hospita

expensive than

great a contribution

ke to the

particul a

tween now

o elirnina

xtra cost

not been

all thos'

fact that

1 setting

anybody

overallI.

rly strong

and Tuesd

te all the

of caring

Dfl this Co

ly,

ay.

eff

for

mminit

e discussions,

the care of t

is just a who

2 1 se .

for the health

and this

I think

orts that

the elde

tee long

is jus

it is

went

rly.

enough

t

r

I

care

for

idicul-

nto

to

but everybody here has

he elderly, particularly

le heck of a lot more

You just never had any HHS or HEW or anybody el

w, proof of that fact, so you all settled, or I

last year, on eight and a half percent.

Nobody knows whether eight and a half percent i

a measurement or not. I think it is silly to a

ing. put all of that effort into trying to build

not a reward to hospitals for

se,

guess

s an

bandon

what

taking care of the elderly,

Fre'elance Reporting Company
16,29.KCStreet, N.W.

Washington, D.C. 20006
(202) 659-0760

� I I .1 .
"'. 2- ;. " , '..1 I - .: -.. . -
-1 .

, - , , k I - . . - ...

7 I

a

0

8

9

10

1 1

12

13

14

15

16

17

18

19

20

21

22

you

we

kno

d id ,

23

24

25
" .. ,I , .-

I1�1.Q -
- r . I

accu rat

it, hay

i s

e 

discussionq- 

hut Avprvhneiv hPrP hAc I

I . .



an incentive to those hospitals to provide

adequate care to the elderi

I think too, therei

about here called Part B ca

million item. That, in eff

the deductible. You start

1, of every year, or if you

a particular disease or ill

the previous year take effe

The third thing, jus

that I am sympathetic to is

raised earlier and this dea

that is the matter of Title

If there is a blocke

it is Title XX. You cannot

programs that are in Title

program or the emergency as

We are not getting 2

by in effect keeping Title

So, I would be prepa

of the health function to t

idea coming

reduced by

Ti~tle XX.

So,

i n

some

I Wo

Mr.

over

fac

uld

Chai

where

tar, p

frankl,

rman ,

a

3,

I

w

r

y under the Medicare program.

s one other item we will talk

rry over provision. It is a

ect, is one in which we deal

with a new deductible on Janu

are carrying over treatment

ness, should your deductible

ct.

t for the benefit of everybod

the issue that Senator Chafe

ls with the health function,

XX.

d set of categor

X

S

5

compare either

X, with the fue

istance program

percent admini

$5 5

with

ary

for

from

y

e

and

ical right now,

the money or the

1 assistance

or even MCH.

strative savings

XX going.

red to argue that the contribution

his total package. I like the

e were before, ought to be

ticularly with regard to that

like to see it cut in half.

appreciate the opportunity to-put
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these things in

ars, coming up in

on people. But,

of objectives we

he Chairman. Ri

is not easy. No

t. I doubt if a

uts. But, if yo

have time to

perspective, because

this presentation a

A.Lwant to say that

had in approaching

g h

ne

ny

LI

t . WellI

of it i

one woul

have a b

5

d

e

there are some

nd some major

is the objective,

this bugetary .

as the Senator points

.very easy. It is very

agree that we make some

tter alternative, we will

consider those.

We have mad

recommendations.

savings in other a

controversial . We

What we are

Senator Moynihan,

Senator, and then,

I might als

morning, it doesn'

e a number of changes to the President's

We tried to offset those losses with

reas that may also be, probably are

are about to go through those.

doing,,I might add for the benefit of

we are just highlighting those changes,

on Tuesday, we will consider them.

o state that during the course of the

t relate to this package, but Ambassador

Brock called me from Tokyo. I

collect or not -

~(Laughter.)
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are other-things he said,

I think he will report to

Danforth ne

Sena

will get a

The

time to dis

(Lau

The

Ns.

Chairman's

in reconcil

The

closing and

basically a

capital rel

associ~ated

in better u

The

but I can't reveal any specifics.

Senator Bentsen and Senator

xt Monday.

tor Moyniham. Mr. Chairman, in that regard, we

chance to discuss the proposed trade adjustment?

Chairman. Yes. Oh, yes. We will have ample

cuss it, hopefully and not change it.

ghter. )

Chairman. Go ahead.

Olson. Senator, the provisions included in the

alternative package are those which were include

iation last year, by this Committee.

first provisio

conversion of

uthorize the S

ated expenses

with those dlo

se of underuti

second provisi

mining reasonable charge

included in last-.year's

The first would a

fee or shortage areas to

n deals with p

underutilized

ecretary to pr

and increased

sures or conve

lized faciliti

on which is a

for

packa

llow

come

physici

ge and

new phy

in at

a n

h a

Si'

a

S

C

h

ayme n

f adc

ovide

opera

r s i on

es in

cri te

serv i

two

ians

igher

fees. That is to provide some encouragement

in that area.

ts to pr

i ties a

reimbur

ting cos

S. It is

commu ni

ria for

ces was

provisio

located

percent

d

omote

nd would

sement fot

ts

to assisi

ti es .

deter-

a ga in ,

ns .

in low

ile of

for the location
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The second provision would alter the method of

fling the increase in prevailing charges in a sta

id basically work off of a state-wide median cha

The third provision is a limitation on reasonabi

tonable charge for out-patilent services and was

'din last year's package.

Basically, the Secretary would be required to es

ilation, limits on the reasonableness of costs or

in facilities that relate in some way to p hysic

in their offices for the same procedures.

The fourth provision deals with the coordination

ts

e

with private

patients.

coverage for Medicare and stage r

te

rge.

e co

agai

5

n

t

tabl is:

ian

of

enal

Under current law, Medicare covers patients that have

end stage renal disease and are under dialysis. Basically,

after the third month, after the first month that they begin

dialysis.

.This provision would make Medicare secondary for.

12 months, for that first year, for patients who have private

coverage. The intent is to allow private coverage that

exists to continue for that period of time, and to therefore,

relate only to those individuals who are under 65 and not

otherwise eligibl~e and for people who have private coverage.

-This would

~that do n~ot have

not result

privz

in a loss of benefits to people

ite coverage.
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The fifth provision that

package deals with

care. This, again,

was included in las

Basically, w

individuals who hay

only require skille

that rate which pre

The one exci

occupancy rate of g

would repeal that 8

The, next pro

under Medicare. if

non-payment

is included in

for inappropriat

is. a modification of

t year's

e agreed

e been ma

d nursing

vails at

usion is

reater th

0 percent

the Chairman's

e hospital

a provision that

package.

to pay, at a lower rate

intained in hospitals

care or intermediate

the state.

for institutions who b

an 80 percent. This p

requi rement.

vision deals with the Part

you will refer to page 62

for

and

care

ave

rovi

who

a t

a n

si on

B deductible

Iof your Blue

Books .

Basi

deductible

the deducti

since 1972.

The

flat amount

1982, of $1

The

carry over

Unde

cally, under present law,

under Medicare, and speci

ble is fixed at $60.00.

the

fical

It ha

prem

ly,

s no

Chairman would recommend that we

of $75.00, which would result in

20 million.

next provision deals with the del

provision for the Part B deductib

r current law, beneficiaries incu

a nnu ally iiithat -deductible, and- experns&
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services before the ptogram begins to meet expenses.

In determining~whether the individual has met

$60.00 deductible, expenses incurred in the current

year, plus those incurred in the last three months o

preceding calendar year are considered.

This provision would delete that three-month

over.

The next provision

B premium. Under current

pay a monthly premium. The

$9.60. In July, it is sla

Prior to July, 1973

premium rate by looking at

the premium was to be esta

of the cost of that prograi

In the Social Secur

premium was al~tered in its

is required to calculate ei

based on the lower of the

coover half of the costs of

vihich the cash benefits unc

What this provision

to be held at 25 percent o1

'he estimated percentage it

;avings *in 1.982, for that r

Freelancg
16

Was]

deals with an increase in

law beneficiaries are req

amount of the premium is

ted to rise to $11.

the Secretary determine

the cost of the Part B p

blished at approximately

U

that

cal endar

f the

carry

the Part

ired to

currentliY

d -the

rogram and

50 percent

ity amendments of 1972, this

increase and the Secretary now

ach December the premium increase

ictuarial amount, sufficient to

the program or the percentage by

ler Social Security increase.

would do would allow the premium

*the cost of the program. That is

*is currently at and the estimated

'rovision, is approximately $190
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milIlion.

What it would do, in effect, is allow in the out years

for that constant amount to be retained so that the premium

does not reduce in terms of its amount in relation to the

total cost of the program.

The next provision deals with the coordination of

Medicare benefits with the Federal employees plan. This is

something that has to do with, again, the primacy of Medicare

under current law.

Currently, what takes pl

i gi ble

re also

its Plan

-T his..

renal d

iduals w

it Plan

The as

ocument

s a vi ngs

t that

basic

ace is those individuals who

on the basis of covered employment for Medicare,

covered under the Federal Employees Health

, Medicare would be primary in those instances.

provision, similar to the provision with end

isease, would make Medicare secondary to those

'ith coverage under the Federal Employees Health

who are retired.

sumption of savings that you see reflected in

is a net reduction to the Government and not the

to Medicare. It is an estimate which reflects

there will be a significant amount of money

ally to the Federal employees plan, with respect

coverage which they will now pick up

viously picked up un der their plan.

The estimated savings in totals for
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to $1.5 billion. But, again, we show only the net reduction

to the Government and not specifically only the Medicare

s avi n gs.

The last provision which deals with Medicaid is a

reduction in the Federal Minimum matching rate to 40 percent.

Under current law, the Medicaid program on the Federal level,

matches state expenditures from 50 percent to 83 percent;

50 being the minimum.

The

the per ca

states who

below, fal

Th i

50 percent

Mr.

Chairman's

page 3. I

$Sen

Mr.

third long

The

10-9-4r8, t

have a number

at least 14.

yet.,

formula for calculating the match is based on

pita income. That 50 percent is a floor for those

would otherwise, based on their per capita income

1 below that match.

s provision would reduce the minimum match from

to 40 percent.

Lighthizer. Mr. Chairman, that completes the enti

package. The total savings are on the bottom of

should repeat that instead of $10 billion --

ator Moynihan. Bottom of page --

Lighthizer. I am sorry, the end of page 3 of the

sheet.

point I wanted to make was -- the next number is

hat should be higher than that because we don't

for the

We have

minimum match

not been able

provision for '83. It

to calculate that out

i s
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So that I only point that

is below what we are required by

f in dj-I

If you put approximately

for that provision, you

dollars above what the

Senator Matsunag

recommended by staff?

You indicate in the Blu

above the President's p

Mr. Lighthizer.

Matsunaga, all of the s

book are not in the Cha

Wi

Bud

a .

The

e B

rop

F i

taf

irm

Senator Matsunaga.

out because the 10-9, 4-8,

the Budget Committee to

$400 million, the mi

11 be a couple of hundred

get Committee required us

What would be total saving

staff recommendations the

ook, staff, that would be

osal, would it not?

rst, I should say, Senator

f alternatives in the back

an's package.

Are now in the Chairman's

Mr. Lighthizer. Are not in it.

Senator Matsunaga. Are not.

Mr. Lighthizer. We have not, a

all the various options that were~ in t

Book, because they were not includedi

package.

Senator Matsunaga. So then, the

indicate even further cuts?

Mr. Lighthizer. The end of the

on page 57., the staff alternatives wer

to find the savings. We weren't neces

nimum

million

to find.

s as,

y show.

over and

.of this

package?

t any time, added up

he back of the Blue

n the Chairman's

staff proposal would

Blue Book, beginni

~e just alternative

sarily recommending

n g

ways

the
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What we were basically saying is, 'Here is a menu. If you

decide not to deal with what the President recommended, here

are some other ways you may get some savings."

Senator Matsunaga. If we choose to adopt-recommendatic

of staff, we may by the same token, eliminate recommendations

made by the President. and come out within the limitation of

the budget.

Mr. Lighthizer. Perhaps I am confused, Senator. The

Chairman's alternatives, we could add those totals up. Those

are what the Chairman is recommending.

Senator Matsunaga. Right.

Mr. Lighthizer. In the back of th~e Blue Book are

other options which are not tota-led. We could total this

other alternative, $2.32 billion..

Senator Moynihan. I have estimated net savings of

.82 --

Mr. Lighthizer. If I may, Mr. Chairman, we have to

go a little bit above '82,,to find the savings in '83, which

is something which the Chairman was concerned about.

Senator Matsunaga. Mr. Chairman.

The Chairman. Senator Matsunaga.

Senator Matsunaga. Thank you, Mr. Chairman.

To continue just one, if we desire to have certain

figures given in the Blue Book checked, may we go to the

staff and have them checked?
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*The Chairman. In fact, we have asked t

Mr. DeArment. Senator, doing that check

we have in mind is to some eitent we have trie

the estimates that the Budget Committee used f

whether one may have a different view as to wh

is or not.

Otherwise, you have a confusing situati

Budget Committee, which will be doing the squl

we do, has estimates of an item in one amount.

out with a different amount, it is going to be

and we may end up saving more than we have to

we have to when it is ultimately scored by the

Committee.

So, we have attempted to, where the Bud

has used CBO estimates,

Ms. Olson.

-ther clarifica

fusion. The e

imum matching

estimate for

So, the to

the match, and

those two-numb

So, it is

estimates came

Mr. C

tion a

stimat

rate i

the --

tal sa

assum

ers .

approx

hem.

ing, one thing

d to follow

or items,

at the estimate

on where the.

rreling on what

If we come

quite confusin

or less than

Budget

get Committee

we have tried to adhere to those.

:ha irman

bout an

e under

s an es

ass umi

vings i

ing a 9

They ar

imately

I would like to make

estimate which

the reduction c

timate that is c

ng a 9 percent C

n 1982, assuming

percent CAP is

e not exclusive.

$750 million.

from the Congressional Budge
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very tentative about those numbers, because we are not sure

they are solid.

We have asked 0MB to look at the numbers. We have

asked the HHS actuaries to look at the numbers.

We have also contacted the insurance carriers that

deal with the program, both Aetna

Cross to look at the numbers.

So, we are hopeful that

to you with more security next

final numbers are.

We have asked a number of

Senator Roth..-Yes.

We already are asking the

a major sacrifice.

Ms.-Olson. Senator, I wil

that we included in the package

Government and not simply the ne

program.

and Travellers and

Ye wi

e e k
I
1

n

be abi

terms

Blue

e to come back

of what the

* sources, in other words.

Federal employees to make

1 Point out that the number

is the net savings to the

t savings to the Medicare

So, the $600 million estimate is of net savings to

the Government. That includes the entire Government, not

just this Committee.

The Medicare savings is assumed at about $1.5. Agai

those numb ers are very tentative. We are having them checke

Senator Roth. That is what I understand.

Mr. Lighthizer. If it was a straight shift, Senator,
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we would have put $1.5 billion.

This presumably does not involve a shift from one

Committee to another, because we just took what we estimate

now to be the real savings to the Federal Government.

Ms. Olson. Although your committee will experience

an increase, Senator, because the costs not covered by

Medicare would presumably be covered by the Federal Insurance

Plan, under your Committee's jurisdiction.

So, to that extent, yes, there is a shift. We tried

to show the net savings to the Government in this number.

But, again, we will be working with the actuaries to make

sure the numbers are indeed correct.

Senator Roth. We will wait and see what the figures

are. I want to say that I object very strenuously to this

approach.

The Chairman. Any other questions? Give Senator

Roth a copy of that, since we have the numbers.

We will stand in recess until 10:00 o'clock, Monday

morni ng.

Hopefully, duri

questions, t~he staff i

Mr. Lighthizer.

or Monday morning?

The Chairman.

Mr. tLighthizer.

ng that time,

s available.

Mr. Chairman

Tuesday morni'

At 10:00 0''
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The Chairman. Yes.

(Whereupon, a t 12Z:2 5 p.m. , the

recessed, to reconvene at 10:00 a.m.,

Executive Session

Tuesday, May 5 , 1 98 1,

at the same place.)
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